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ALGERIA

Table 1 2023
Population, million 45.6
GDP, current US$ billion 239.9
GDP per capita, current US$ 5260.2
National poverty rate® 5.5
International poverty rate ($2.15)2 0.5
Lower middle-income poverty rate ($3.65)? 4.0
Gini index? 27.6
School enrollment, primary (% gross)® 108.8
Life expectancy at birth, years® 77.1
Total GHG emissions (mtCO2e) 286.5

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

b/ WDI for School enroliment (2023); Life expectancy
(2022).

Algeria’s growth remained dynamic, and
inflation decelerated in early 2024, amid
OPEC quota reductions but resilient
agricultural output, higher public spend-
ing, and strong investment. Declining oil
and gas exports and revenues and higher
public spending on wages, pension, and
subsidies are expected to increase pres-
sures on the fiscal and external balances.
Continued modernization of the public
sector, improvements to the business en-
vironment, and digitalization are critical
to diversify the economy and promote
more private sector investment and jobs.

Key conditions and
challenges

Algeria’s economy is driven by the oil
and gas sector and public sector spend-
ing. Oil and natural gas accounted for 14
percent of GDP, 86 percent of exports,
and 47 percent of budget revenues be-
tween 2019 and 2023.

Following the pandemic-induced reces-
sion in 2020, Algeria’s economy recovered
rapidly, and economic output surpassed
its pre-pandemic level by 2022 helped by
surging hydrocarbon prices and higher
European demand for Algerian gas. The
current account deficit turned into a sur-
plus and the fiscal deficit narrowed in
2022, but they both started to deteriorate
in 2023 amid declining global oil and gas
prices, OPEC quota cuts, larger imports,
and higher public spending.

Significant improvements in living stan-
dards, education, and health took place
prior to the pandemic and inequality is rel-
atively low, but estimated poverty remains
high for Algeria’s level of development.
The government responded to high infla-
tion in 2021-2023 and to persistent unem-
ployment challenges by increasing pub-
lic sector wages and pensions, introduc-
ing unemployment benefits, as well as ex-
panding food subsidies.

Since the pandemic, the government has
also adopted policies to boost export
diversification, private investment, dig-
italization, and financial sector devel-
opment. Over the past two years, the

Algerian authorities notably enacted an
Investment Law (2022), a Banking and
Monetary Law (2023), and a law to
ease access to land for investors (2023).
Deepening these reforms is critical to re-
new Algeria’s growth and jobs strategy
towards a more private sector-led eco-
nomic diversification model.

Recent developments

Economic activity remained robust in
Q1-2024 (+3.8 percent y-o-y), as broad-
based growth in the non-extractive sectors
compensated for OPEC-mandated crude
oil production cuts. Strong private con-
sumption growth (+4.2 percent y-o-y)
pulled the services sector (+ 4.3 percent y-
0-y). Industrial growth was more moder-
ate because the demand from stronger in-
vestment (+14.8 percent y-o-y) was largely
met through imports.

Satellite data suggest that non-hydro-
carbon growth remained robust in
Q2-2024 and that agricultural output
growth was stable as more rainfall in the
Eastern regions compensated for a drier
season in the West.

The trade surplus decreased from US$6.3
billion in H1-2023 (2.8 percent of 2023
GDP) to US$3.4 billion in H1-2024 (1.5 per-
cent of 2023 GDP), as hydrocarbon prices
and exports moderated, and imports con-
tinued to rebound. The higher imports
were driven by machinery, equipment,
and vehicles as investment grew and some
car import restrictions were temporarily
removed. The estimated current account
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was nearly balanced in H1-2024 down
from a surplus of US$2.4 billion a year ear-
lier. Official reserves as of end-2023 stood
at 16 months of imports.

After reaching 5.2 percent of GDP in
2023, the budget deficit is expected to
widen in 2024, driven by lower hydrocar-
bon revenues, higher public investment,
and the third and last wave of public sec-
tor wage increases. Public debt remains
relatively low and is almost completely
domestically owned with long-term ma-
turities and low interest rates.

Inflation decelerated to 4.1 percent over
H1-2024, down from 9.3 percent in 2022
and 2023, driven by stabilizing fresh food
prices, moderating import prices, and a
stable exchange rate. As in many compara-
ble countries, lower inflation— particular-
ly in food prices—has likely improved
household purchasing power, especially
for the most vulnerable. Money supply
growth decelerated through 2023 and

H1-2024 while credit growth remained
moderate. The Central Bank has kept its
key interest rate unchanged at 3 percent
since May 2020 and increased the reserve
requirements slightly in April 2023.

Outlook

GDP growth is expected to moderate in
2024 driven by lower oil production in line
with Algeria’s OPEC quota and despite
higher public spending. It would acceler-
ate in 2025 as agricultural output fully re-
covers, non-hydrocarbon dynamism con-
tinues, and oil production rebounds.

The current account balance is expected to
post a modest deficit in 2024 and widen
in 2025-2026 due to moderating oil prices,
and higher imports driven by investment.
After widening in 2024 due to lower hy-
drocarbon receipts, higher investment, and

current spending, the budget deficit would
stabilize in 2025 and narrow somewhat in
2026, in line with the consolidation plan in
the medium-term budget framework. The
public debt-to-GDP ratio would stabilize
in 2024 as the government uses hydrocar-
bon savings to finance the deficit but then
increase to 59 percent of GDP by 2026 as
they are exhausted.

Hydrocarbon price and market fluctua-
tions represent the most important risk for
Algeria’s macroeconomic prospects. Re-
cent drought episodes and forest fires also
underscore Algeria’s vulnerability to cli-
mate change. Accelerating structural re-
forms to improve the business environ-
ment and diversify the economy are crit-
ical to spur more private sector-led
growth and job creation. Though hard
to quantify without data, such policies
would likely reduce poverty and vulnera-
bility, both estimated to be relatively high
for the country’s income level.

TABLE 2 Algeria / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2021 2022 2023 2024e 2025f 2026f

Real GDP growth, at constant market prices 3.8 3.6 4.1 3.1 3.8 3.3
Private consumption 1.6 3.5 3.8 3.6 3.4 3.2
Government consumption 1.2 2.8 2.6 2.4 2.2 2.0
Gross fixed capital investment 0.4 2.6 8.4 7.0 5.8 5.2
Exports, goods and services 11.5 0.2 3.1 -2.8 2.5 1.2
Imports, goods and services -4.5 -0.2 19.4 4.9 4.2 3.9
Real GDP growth, at constant factor prices 4.3 3.8 3.8 3.1 3.8 3.3
Agriculture -2.2 5.2 2.8 2.7 3.0 2.6
Industry 10.3 2.9 3.6 2.5 4.1 3.4
Services 1.9 4.1 4.2 3.7 3.8 3.3
Inflation (consumer price index) 7.2 9.3 9.3 4.0 4.9 4.4
Current account balance (% of GDP) -2.4 8.6 2.3 -1.2 -3.1 -4.2
Fiscal balance (% of GDP) -6.3 -3.0 -5.2 -9.8 -9.9 -8.7
Revenues (% of GDP) 26.2 29.7 32.9 29.9 28.4 27.4
Debt (% of GDP) 55.2 48.1 49.2 49.5 55.2 58.9
Primary balance (% of GDP) -5.7 -1.8 -3.9 -8.6 -8.6 -7.3
GHG emissions growth (mtCO2e) 3.1 2.3 2.6 2.1 2.7 2.4
Energy related GHG emissions (% of total) 52.9 54.0 55.1 56.1 57.1 58.0

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast.



BAHRAIN

Table 1 2023
Population, million 1.5
GDP, current US$ billion 46.1
GDP per capita, current US$ 31019.6
School enrollment, primary (% gross)? 92.3
Life expectancy at birth, years? 79.2
Total GHG emissions (mtCO2e) 59.8

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent WDI value (2022).

Diversification efforts are well under-
way, with a robust performance of the
non-hydrocarbon sector. Sustained fiscal
reforms have helped improving fiscal
and current account balances in 2024,
yet Bahrain continues to face fiscal chal-
lenges, notably the elevated debt levels
and gross financing needs. Under cur-
rent commodity price projections, addi-
tional consolidation measures are needed
to ensure a sustainable fiscal position
over the medium term. Downside risks
to the outlook include oil market volatil-
ity, climate change risks, and the impact
of heightened geopolitical tensions.

Key conditions and
challenges

Despite the limited oil wealth, Bahrain has
one of the most diversified economies in
the GCC region, led by construction and
manufacturing activities, and robust ser-
vices sector. The non-oil sector remains the
driving force of the economy. The four-
year (2023-26) government plan prioritizes
several objectives that aim to raise stan-
dards of living, improve infrastructure,
and accelerate digital transformation,
among others. On the fiscal side, efforts
under the Fiscal Balance Program (FBP)
have focused on revenue mobilization, in
addition to controlling government spend-
ing. Key reforms include the doubling of
VAT rate to 10 percent in 2022, and most
recently the adoption in September 2024 of
the domestic minimum top-up tax (DMTT)
to levy a minimum 15 percent rate of tax
on the profits of multinational enterprises
with global revenue exceeding €750
(US$828 million), effective January 1, 2025.
The new law marks a significant mile-
stone, with Bahrain being the first Gulf
Cooperation Council (GCC) country to
legislate the implementation of a DMTT
in line with its commitment to the OECD/
G20's Inclusive Framework on BEPS 2.0
project. Efforts are also underway to ad-
dress labor market frictions, supported by
the National Labor Market Plan approved
in 2023, aiming at encouraging employ-
ment in the private sector and reducing
public sector fiscal pressures. The national

energy strategy, adopted in November
2023, supports the Kingdom’s sustainabil-
ity goals and aims for a 30 percent reduc-
tion in emissions by 2035 and net-zero
emissions by 2060 while ensuring reliable
and affordable access to energy.

However, fiscal challenges remain as pub-
lic debt stays stubbornly high and the re-
serves low, highlighting the remaining fis-
cal and external vulnerabilities over the
medium term. Absent additional fiscal re-
forms and amid expected low commodity
prices and monetary tightening, fiscal and
external accounts will remain under pres-
sure. Lack of reporting high frequency da-
ta regarding the fiscal stance is another
challenge considering its importance for
macroeconomic monitoring and trans-
parency. More ambitious fiscal reforms
would boost external buffers and ensure
an adequate level of reserves to support
the exchange rate peg. Climate challenges,
including the depletion of underground
water resources as the only natural water
source, amid, rising population and high
consumption patterns, could have serious
long-term growth implications.

Recent developments

Having moderated to 3 percent last year
amid tighter financial conditions and neg-
ative oil sector growth, preliminary data
reveals that the economy grew by 3.3 per-
cent y-o-y in Q1-2024. Oil sector picked
up by 3.4 percent y-o-y supported by the
return online of the offshore Abu Safah
oil field. Non-oil sector maintained its
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strong expansion, growing by 3.3 per-
cent and driven by ongoing diversifica-
tion efforts. Services, manufacturing, gov-
ernment services, and construction, are
the largest contributors to overall growth.
Inflation remains contained at 1.2 percent
in H1-2024, despite a slight acceleration
owing to higher food prices.

Official fiscal data for 2024 have not been
released yet. However, the fiscal deficit is
estimated to slightly narrow in 2024, amid
fiscal consolidation efforts.

Despite higher imports in Q1-2024, the
current account balance posted a surplus
of US$0.6 billion (4.9 percent of GDP), re-
flecting higher oil and non-oil exports (up
by 14.2 and 2.8 percent y-o-y), respectively.
In addition, the value of non-oil exports
(national origin excluding re-exports) in-
creased by 4 percent in July 2024 y-o-y.
This helped boosting official reserves
which  reached US$4  billion in
Q1-2024—an increase of US$476 million
compared to Q1-2023.

Employment increased by about 1.4 per-
cent in 2023 relative to 2022 and is project-
ed to continue increasing at roughly the
same rate in 2024, according to ILO esti-
mates. Employment growth continues to
be twice as fast among women compared
to men, possibly thanks to the Riyadat pro-
gram aimed at providing access to financ-
ing for Bahraini women entrepreneurs to
grow their businesses. The unemployment
rate is expected to decrease to around 1.1
percent in 2024, with the rate among

women estimated at 3.7 percent and
among men at 0.4 percent. Young women
ages 15-24 continue to face more chal-
lenges in securing a job relative to young
men: the unemployment rate is projected
at 12.3 percent among young women and
at 2.6 percent among young men.

Outlook

Bahrain’s economic outlook hangs on oil
prospects developments and accelerated
implementation of structural reforms.
Growth is estimated to pick up to 3.5 per-
cent in 2024 largely driven by a diverse
range of non-oil activity. The hydrocarbon
sector is expected to witness a marginal
improvement in 2024 attributed to higher
oil production in Abu Safah oilfield. A
stronger expansion of 3.8 percent in the
non-oil sector is underpinned by tourism
and the service sectors, in addition to the
continuation of infrastructure projects.
Growth is expected to moderate, hover-
ing around 3 percent in the medium-
term, impacted by the still elevated in-
terest rates and fiscal consolidation. Infla-
tion is estimated to remain low at 1.3 per-
cent in 2024 and to converge to less than
2 percent in the medium term on strong
domestic demand, but the positive impact
of tighter monetary policy in line with the
currency peg to the U.S. dollar will contain
a higher price surge.

Limited spending growth under the FBP
and higher oil revenues are expected to
result in a lower fiscal deficit of 9 percent
of GDP in 2024, down from over 10 per-
cent of GDP in 2023, while achieving fis-
cal balance would likely require higher
oil prices. Non-hydrocarbon revenues are
expected to increase in 2025-26 along with
the implementation of the newly an-
nounced corporate tax and the expanding
capacity of Sitra oil refinery. However, de-
clining oil prices and high interest burden
will continue to pressure fiscal balances
and public debt in 2025-26.

The current account surplus is forecast to
expand to over 7 percent of GDP in 2024,
helped by higher oil export prices, but
would narrow down during 2025-26, in
line with the oil price outlook. This will
boost foreign reserves and strengthen re-
silience against future external shocks.
Key downside risks to the outlook stem
from oil price volatility and elevated
spending which could undermine ongoing
fiscal consolidation, and lead to higher ex-
ternal financing costs. Pressing ahead with
climate mitigation is crucial to address cli-
mate risks and the needed energy transi-
tion. Spillover from escalating conflict in
the Middle East could undermine investor
confidence, disrupt trade, and impede
growth. However, more ambitious fiscal
reforms to boost external buffers and sup-
port the exchange rate peg, higher oil prices
and a stronger than expected payoff from
economicreformsarekey upsiderisks.

TABLE 2 Bahrain / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2021 2022 2023 2024e 2025f 2026f

Real GDP growth, at constant market prices 4.4 6.0 3.0 3.5 3.3 3.3
Private consumption 5.8 6.9 4.9 5.1 5.3 4.1
Government consumption 7.0 2.1 7.3 4.4 4.1 3.5
Gross fixed capital investment -3.3 18.7 2.1 4.1 5.0 5.5
Exports, goods and services 29.5 9.2 -9.1 -6.0 4.2 4.2
Imports, goods and services 15.2 11.9 2.6 2.4 3.1 2.7
Real GDP growth, at constant factor prices 4.2 4.5 3.0 3.5 3.3 3.3
Agriculture 7.2 4.4 4.7 2.2 3.1 2.8
Industry 3.9 1.7 -0.4 2.4 3.9 4.1
Services 4.5 6.7 5.4 4.3 2.8 2.8
Inflation (consumer price index) -0.6 3.6 0.1 1.3 1.5 2.0
Current account balance (% of GDP) 6.4 14.6 5.9 7.3 6.7 5.5
Net foreign direct investment inflow (% of GDP) -4.2 0.0 -12.4 -2.6 -2.7 -2.7
Fiscal balance (% of GDP) -10.6 -5.4 -10.4 -9.1 -9.4 -9.6
Revenues (% of GDP) 20.1 22.5 22.1 22.4 21.6 21.0
Debt (% of GDP) 127.0 117.4 123.2 128.4 130.0 130.9
Primary balance (% of GDP) -6.0 -1.2 -4.1 -4.5 -4.5 -4.9
GHG emissions growth (mtCO2e) 1.7 4.9 2.9 3.9 4.3 3.1
Energy related GHG emissions (%o of total) 59.4 60.1 60.2 60.5 60.9 60.8

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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DJIBOUTI

Table 1 2023
Population, million 1.1
GDP, current US$ billion 4.1
GDP per capita, current US$ 3606.4
International poverty rate ($2.15)° 19.1
Lower middle-income poverty rate ($3.65)% 43.8
National poverty rate® 21.1
Gini index? 41.6
School enrollment, primary (% gross)® 64.4
Life expectancy at birth, yearsb 62.9
Total GHG emissions (mtCO2e) 1.4

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2017), 2017 PPPs.
b/ Most recent WDI value (2022).

Djibouti’s economic activity showed mod-
est improvement in 2024H1, leading to
an upward revision of real GDP growth
to 5.9 percent in 2024 —0.8 percentage
points higher than in the spring forecast.
This improvement in economic activity
and growth in real GDP per capita are
expected to contribute to a reduction in
poverty. Risks to the outlook are skewed
to the downside, with heightened chances
of a hard landing. Real GDP growth is
projected to 5.1 percent in 2025-26, sup-
ported by increased transshipment as
Ethiopia’s imports rise.

Key conditions and
challenges

Despite experiencing rapid economic
growth over the past decade, Djibouti con-
tinues to grapple with macro-social chal-
lenges. Economic growth, averaged over
6.2 percent annually from 2011-19, largely
driven by substantial investments (largely
debt-financed) in transport and port infra-
structure. However, this growth, fueled by
increasingly costly borrowing, has height-
ened debt vulnerabilities, constraining fis-
cal space for critical social spending. High
electricity costs continue to hamper private
sector development, while weak economic
fundamentals, including limited TFP, re-
main a significant concern for long-term
growth. Human capital remains low. A
large proportion of the population is poor:
in 2017, 19.1 and 43.8 percent lived on less
than the international poverty thresholds
of $2.15 and $3.65 per person per day (in
2017 PPP), respectively. Djibouti is among
the most unequal countries in the region
(Gini of 41.6). This reflects regional dispar-
ities with significantly higher poverty and
poorer access to basic services outside of
the urban core as well as disparities in liv-
ing standards within the capital city. Rel-
ative to its small population size, Djibouti
hosts a large number of migrants, dis-
placed, and undocumented people. The la-
bor market is marked by low participation,
high unemployment, and a small formal
private sector. Overlapping crises includ-
ing the COVID-19 pandemic, conflict in

Ethiopia, and the Russian invasion of
Ukraine worsened economic and fiscal
pressures. These events triggered trade
disruptions, financial instability, and com-
modity price fluctuations, rendering the
country's debt unsustainable. While Dji-
bouti aims to leverage its strategic location
at the entrance of the Red Sea to emerge as
a major transport and logistics hub, it faces
considerable hurdles in achieving this goal
amidst the current economic pressures.
The economy's heavy reliance on imports
makes it vulnerable to global price volatil-
ity. Additionally, the government’s fuel
subsidy strains public finances without
effectively addressing poverty, as the ben-
efits are mainly enjoyed by wealthier
households. The Red Sea disruptions have
led to a surge in transshipment services,
straining the port's capacity.

Recent developments

Djibouti's economic activity regained
strength in 2024H1, mainly thanks to a sig-
nificant increase in port activity, particu-
larly container traffic. The port's activity
grew by an impressive 70.3 percent year-
on-year during this period, due to the
growing transshipment sector. This
growth reflects the strategic shifts in re-
gional shipping patterns, as shipping com-
panies increasingly opted to continue
avoiding the conflict zones in the Red Sea.
Energy production also experienced a sub-
stantial 17 percent y-o-y increase in
2024Q1, reflecting a significant boost in
output. In contrast, the construction sector

FIGURE 1 Djibouti / Real GDP growth, fiscal, and current
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contracted by 10 percent in the same peri-
od, mainly due to disruptions in the sup-
ply chain. The rise in freight costs—soar-
ing to US$4,500 per trip in June 2024, up
from US$1,400 a year earlier amid the on-
going Red Sea crisis—contributed to do-
mestic price increases in 2024H1. CPI infla-
tion rose by 3.2 percent, y-o-y, in the first
half of 2024, driven by higher food prices
(3.6 percent) and energy costs (3.2 percent).
The international poverty rate (living on
below US$2.15/person/day in 2017 PPP) is
estimated to have declined from 19.1 per-
cent in 2017 to around 15.5 percent in 2023
thanks to continued economic growth.
Similarly, poverty at the lower-middle-in-
come threshold is also estimated to have
fallen, from 43.8 percent in 2017 to around
36.9 percent in 2023, but this poverty level
remains high. These positive trends are ex-
pected to continue into 2024. On the fiscal
front, limited domestic resource mobiliza-
tion coupled with the ongoing develop-
ments in the Dijibouti Duty-Free Zone
(DDID FTZ), in which the government
holds a stake, have further strained fiscal
buffers in the first half of 2024. These fac-
tors have contributed to keeping public
debt at a high level. Asof March 31,2024,
public debt remains above 63 percent of
GDP, with 76.1 percent of this debt attribut-
able to state-owned enterprises (SOEs). As
of December 2023, Djibouti's debt arrears

totaled US$311.34 million (7.74 percent of
GDP). While the country secured a tem-
porary moratorium on debt servicing from
Exim Bank of China, negotiations with In-
dia are ongoing, and discussions with the
Paris Club remain on hold. External sector
developments were mixed in 2024H1. The
trade balance registered a deficit of 2.3 per-
cent, driven by a rise in imports related to
ongoing major developments in the DDID
FTZ. However, net foreign exchange re-
serves remained strong, covering four
months of projected imports.

Outlook

The medium-term outlook remains cau-
tiously optimistic. Real GDP growth is now
projected to reach 5.9 percent in 2024, a 0.8
percentage point increase from the spring
forecast. This upward revision reflects
stronger growth in transshipment activi-
ties and expectations of increased Ethiopi-
an demand following the IMF's approval
of a new funded program for Ethiopia in
July. Growth is expected to moderate to
5.1 percent in 2025-26, supported by export
earnings from logistics and re-exports to
Ethiopia. Inflation is projected to rise to 3.0
percent in 2024 due to higher freight costs,
before easing to an average of 1.7 percent

in 2025-26 as global prices stabilize. Pover-
ty in 2024 is estimated at 14.5 percent (in-
ternational poverty line) and 35.5 percent
(lower middle-income poverty line), sub-
ject to substantial risks given the high pub-
lic debt and ongoing regional tensions.
Debt-restructuring agreements expected
by late 2024 will allow for fiscal consolida-
tion, with the fiscal balance moving from
a deficit of 0.5 percent of GDP in 2024 to
a surplus of 1.0 percent in 2025-26. Public
debt is projected to decrease to 58.4 per-
cent of GDP by 2026 as external financing
remains limited, while the robust imple-
mentation of the new public finance re-
forms strategy is expected to enhance fiscal
sustainability. The current account is ex-
pected to maintain a surplus, at 14.4 percent
of GDP in 2024 and 12.4 percent in 2025-26,
as IMF and World Bank funding to
Ethiopia is likely to restore some degree of
financial stability to the country, boosting
Ethiopian imports through Djibouti.

Risks to the outlook are tilted to the down-
side and include potential escalations in
Red Sea tensions, an influx of refugees,
and delays in implementing macro-fiscal
reforms. Additionally, shifts in regional
trade—particularly if Ethiopia redirects
imports through Somaliland’s Berbera
port—and the normalization of the Red
Sea shipping corridor could divert traffic
to alternative routes or competing ports.

TABLE 2 Djibouti / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2021 2022 2023 2024e 2025f 2026f

Real GDP growth, at constant market prices 4.5 3.7 6.7 5.9 5.3 4.9
Private consumption 9.6 -0.6 4.4 4.4 5.0 5.5
Government consumption -2.5 -14.3 8.1 3.3 1.7 4.4
Gross fixed capital investment 4.9 2.7 12.4 7.9 6.8 7.1
Exports, goods and services 29.5 -12.5 8.4 7.4 8.0 8.0
Imports, goods and services 18.2 -6.2 10.4 8.0 9.0 10.0
Real GDP growth, at constant factor prices 4.1 4.0 6.7 5.9 5.3 4.9
Agriculture 16.5 -0.5 5.9 5.9 5.9 5.9
Industry 11.4 7.2 10.0 9.7 9.2 8.7
Services 2.5 3.4 6.0 5.1 4.4 3.9
Inflation (consumer price index) 1.5 5.1 1.4 3.0 1.8 1.5
Current account balance (% of GDP) 31.2 17.9 15.6 14.4 13.5 11.2
Fiscal balance (% of GDP) -2.4 0.2 0.2 -0.5 0.6 1.3
Revenues (% of GDP) 20.1 19.1 19.1 19.1 19.5 20.1
Debt (% of GDP) 71.3 66.5 69.4 63.8 59.9 58.4
Primary balance (% of GDP) -2.2 1.0 1.0 0.2 0.9 1.0
International poverty rate ($2.15 in 2017 PPP)*" 16.9 16.5 15.5 14.5 14.0 13.5
Lower middle-income poverty rate ($3.65 in 2017 PPP)*? 39.9 39.1 36.9 35.5 34.1 32.8
Upper middle-income poverty rate ($6.85 in 2017 PPP)*" 75.2 74.2 72.5 70.6 69.3 67.9
GHG emissions growth (mtCO2e) 4.5 0.2 0.3 0.2 0.3 0.4
Energy related GHG emissions (% of total) 21.5 20.8 20.5 19.6 18.7 17.9

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast.

a/ Calculations based on 2017-EDAM. Actual data: 2017. Nowcast: 2018-2023. Forecasts are from 2024 to 2026.
b/ Projection using neutral distribution (2017) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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ARAB REPUBLIC
OF EGYPT

Table 1 2023
Population, million® 112.7
GDP, current US$ billion 395.9
GDP per capita, current US$ 3512.6
Lower middle-income poverty rate ($3.65)° 17.6
National poverty rate® 29.7
Gini index? 31.9
School enroliment, primary (% gross)® 91.6
Life expectancy at birth, years® 70.2
Total GHG emissions (mtCO2e) 310.3

Source: WDI, Macro Poverty Outlook, and official data.
a/ Reflects the UN data.

b/ Most recent value (2019), 2017 PPPs.

¢/ Most recent WDI value (2022).

With the ongoing macroeconomic adjust-
ment, growth is projected to recover to
3.5 percent in FY25 from an estimated
2.5 percent in FY24. Inflation remains in
double digits with disproportionate impli-
cations for the poor. External financing
provides near-term relief. Ensuring long-
term stability (notably through wider fis-
cal consolidation, consistent with exter-
nal sector sustainability) remains crucial
to addressing human development needs,
social protection, and enabling private ac-
tivity for better growth, jobs, and exports.

Key conditions and
challenges

Amidst rising geopolitical tensions, Egypt
is pursuing macroeconomic stabilization
and structural reforms, underpinned by
the IMF Extended Fund Facility (EFF),
large-scale UAE investment deal in Ras El-
hekma, and development partners’ financ-
ing including the World Bank and the Eu-
ropean Union. Sovereign ratings and mar-
ket sentiment have started to improve,
contributing to a rebound of portfolio in-
flows, remittances, and gradually recover-
ing non-oil private sector activity.

Notwithstanding the monetary tightening
and exchange rate adjustment of March
2024 that helped ease the two-year-long
foreign currency crisis, the escalation of
the Middle East conflict continues to im-
pact foreign income sources, especially the
Suez Canal revenues. Scarring effects of
the longstanding challenges that intersect-
ed with global shocks continue to manifest
in key sectors. Notably, electricity genera-
tion and supply suffer from legacy energy
sector inefficiencies, delayed price adjust-
ments, as well as domestic gas production
shortfalls (partly) due to the foreign cur-
rency arrears to International Oil Compa-
nies (IOC) accumulated over the past two
years. Similarly, shortages in medicines
persist, as the domestic pharmaceuticals
sector grapples with the spike in costs and
price controls. More broadly, productivity
growth remains sluggish, reflecting ongo-
ing business environment constraints.

Poverty is expected to have increased sub-
stantially from the last officially reported
poverty rate of 29.7 percent in 2019 at the
national poverty line, due to the inflation
spike over the past two years. Measured
by the international poverty line for lower
middle-income countries ($3.65/day in
2017 PPP), the poverty rate is estimated
to have increased to 23.5 percent in 2024;
about 4 percentage-points higher than its
estimated level in 2022.

Key factors to wunlock productivity
growth, exports, and job-creation include:
(i) Reorienting the role of the state as an
enabler of private activity. This is critical
for fiscal and external sustainability, and
to reverse the trend favoring non-trad-
ables; (ii) creating a conducive business
environment; and (iii) addressing human
development needs.

Recent developments

Growth declined to a projected 2.5 percent
in FY24 (July 2023-June 2024) from 3.8 per-
cent in FY23. The Industrial Production In-
dex points to improved growth in recent
months, although shockwaves from the
Middle East conflict, as well as the scarring
effects of the March 2022 —2024 foreign ex-
change crisis, continue to soften the
nascent recovery. Despite therecentdropin
unemployment to 6.5 percent in Q4-FY24
(compared to 7 percent in Q4-FY23), labor
market indicators reflect key challenges, in-
cluding low quality job-creation and below-
potential female labor force participation
(15.9 percentin Q4-FY24).

FIGURE 1 Arab Republic of Egypt / Real GDP growth,

employment and labor force participation rates

FIGURE 2 Arab Republic of Egypt / Inflation rates
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After averaging 33.6 percent in FY24 (from
24.1 percent in FY23), headline urban infla-
tion declined somewhat but remained high
at 26.2 percent in August 2024. Food infla-
tion (54.7 percent in FY24), as well as re-
visions to administered prices—including
energy tariffs, transport, and quadrupling
the price of subsidized bread —are espe-
cially constraining the purchasing powers,
notably among the poor, which thus un-
derscores the importance of well-targeted
social assistance. The CBE continues to
tighten monetary policy through deposit
auctions. With policy rates at 27.25 percent
and 28.25 percent for overnight deposit and
lending transactions, respectively (1,900bps
above the levels prevailing prior to March
2022), real interest rates turned positive in
July 2024 for the first time in over two years.

External account buffers improved with
the inflows received in March-July 2024.
Of these, US$14.1 billion was used to re-
plenish reserves, and the rest was used
to repay debt, clear import backlogs, and
start repaying arrears to IOC. As such, of-
ficial (Tier 1) reserves and other foreign
currency assets (Tier 2 reserves) jointly
reached a historical high of US$59.4 bil-
lion at end-July 2024. The banking sys-
tem’s net foreign assets position surged in-
to a surplus (LE626.6 billion or US$13.1 bil-
lion at end-June 2024). It however recently

witnessed a downtick; affected by the out-
flows with the temporary turbulence in
global financial markets and the flare up of
the Middle East conflict.

The budget deficit declined sharply to an
estimated 3.6 percent of GDP in FY24, from
6.0 percent of GDP in FY23, due to the one-
off US$12 billion that was recorded as gov-
ernment revenues (half the fresh inflows
from Ras Elhekma investments deposited
in the CBE, with an equivalent amount
transferred to the Treasury). This one-off
transaction overcompensated for the in-
crease in interest payments, estimated at
9.8 percent of GDP in FY24 (54.4 percent of
government revenues).

Outlook

Growth is expected to start a gradual re-
covery—to 3.5 percent and 4.2 percent in
FY25 and FY26, respectively—driven by
favorable base effects, as well as invest-
ment, notably that financed by the UAE
deal, in addition to improved private con-
sumption with the gradually abating infla-
tion and projected pickup in remittances,
although the latter may be moderated by
the decline in international oil prices (as
Egypt’s diaspora is largely in the GCC).

The budget deficit is forecast to widen to
7.0 percent of GDP in FY25, mainly due to
the higher interest payments and the van-
ishing impact of the (one-off) Ras Elhek-
ma transaction, before starting to decline
thereafter, supported by fiscal consolida-
tion stemming from declining energy sub-
sidies (due to tariff adjustments and the
decline in international oil prices), as well
as improving revenues. Off-budget bor-
rowing is expected to be contained fol-
lowing the Prime Ministerial Decree cap-
ping public investments.

The government debt-to-GDP ratio is pro-
jected to reach 94.5 percentand 91.6 percent
atend-FY24 and end-FY25, respectively.
External financing requirements remain
substantial, but the financing gap is ex-
pected to be closed in the short-term. Prin-
cipal external debt maturing during July-
December 2024 is estimated at around
US$20 billion and IOC arrears are estimat-
ed at US$5 billion. Further, the widened
current account deficit may put pressure
on foreign currency resources, if the Mid-
dle East conflict continues to cast a shadow
on the economy.

Meanwhile, soft per capita growth and
still high inflation constrain poverty-re-
duction; emphasizing the importance of
growth-enhancing reforms and advancing
the human capital agenda.

TABLE 2 Arab Republic of Egypt / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2021 b1y 2023 2024e 2025f 2026f

Real GDP growth, at constant market prices 3.3 6.6 3.8 2.5 3.5 4.2
Private consumption 6.2 2.8 3.8 4.6 4.8 4.5
Government consumption 3.4 4.9 -2.8 3.3 3.0 2.5
Gross fixed capital investment -3.2 18.5 -21.7 -11.9 6.5 9.7
Exports, goods and services -13.9 57.4 314 7.0 13.5 11.5
Imports, goods and services 0.5 24.3 1.1 0.5 19.5 13.7
Real GDP growth, at constant factor prices 2.0 6.2 3.6 2.5 3.5 4.2
Agriculture 3.8 4.0 4.1 4.4 4.0 4.0
Industry -1.2 6.9 -0.6 -2.2 2.0 4.0
Services 3.7 6.2 6.2 4.9 4.2 4.4
Inflation (consumer price index) 4.5 8.5 24.1 33.6 17.2 13.6
Current account balance (% of GDP) -4.3 -3.5 -1.2 -5.3 -3.9 -4.3
Net foreign direct investment inflow (% of GDP) 1.1 1.8 2.5 11.7 2.8 2.3
Fiscal balance (% of GDP) -7.1 -6.2 -6.0 -3.6 -7.0 -6.9
Revenues (% of GDP) 16.6 17.2 15.4 18.0 16.0 16.4
Debt (% of GDP) 87.9 88.3 95.2 94.5 91.6 87.0
External government debt (% of GDP) 19.0 19.5 25.1 29.6 28.3 25.3
Primary balance (% of GDP) 1.4 1.3 1.6 6.2 4.0 3.2
Lower middle-income poverty rate ($3.65 in 2017 PPP)*? 19.9 19.7 21.9 23.5 23.4 23.2
GHG emissions growth (mtCO2e) 2.3 1.9 0.9 0.4 0.8 1.4
Energy related GHG emissions (% of total) 63.3 63.3 63.8 64.4 66.1 67.6

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast.

a/ Calculations based on 2010-HIECS, 2015-HIECS, and 2019-HIECS. Actual data: 2019. Nowcast: 2020-2023. Forecasts are from 2024 to 2026.
b/ Projection using annualized elasticity (2010-2015) with pass-through = 0.02 based on GDP per capita in constant LCU. Poverty estimates for 2020, 2023, and 2024 are
based on microsimulations of the impacts of Covid, high inflation, and government mitigating measures.
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IRAN, ISLAMIC
REPUBLIC

Table 1 2023
Population, million 89.2
GDP, current US$ billion 478.4
GDP per capita, current US$ 5364.7
Upper middle-income poverty rate ($6.85)° 21.9
Gini index® 34.8
School enrollment, primary (% gross)® 104.5
Life expectancy at birth, yearsb 74.6
Total GHG emissions (mtCO2e) 991.9

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2022), 2017 PPPs.

b/ WDI for School enroliment (2020); Life expectancy
(2022).

Economic growth is moderating after the
rebound in the oil sector in 2023, but re-
cent growth in the non-oil sector has re-
duced unemployment to a record low and
tighter monetary policy has aided a decel-
eration in inflation. The outlook remains
subject to significant risks, including a
potential expansion of the conflict in the
Middle East, global oil demand weaken-
ing, and the impact of climate change.

Key conditions and
challenges

Iran’s economy is on track to grow for the
fifth consecutive year, buoyed by the re-
covery in the oil sector and the positive
spillover to the rest of the economy. How-
ever, oil GDP growth has started to slow
in 2024/25 (the Iranian calendar year end-
ing March 20) with easing global de-
mand. Despite a recent acceleration, non-
oil growth also remains constrained in
the medium term due to economic sanc-
tions and consecutive years of stagnating
capital stock. The labor market is recover-
ing, but challenges persist, with only 37.9
percent of the working-age population em-
ployed and just 12.1 percent of women in
the workforce in 2023/24. A gradually ag-
ing population and human capital flight
pose additional constraints to economic
growth and fiscal stability.

Discretionary fiscal policy, including viacash
transfers, has supported vulnerable house-
holdsandaconsumption-led growthbuthas
also added to the budget deficit and exacer-
bated inflation and procyclical fiscal policy.
These fiscal pressures have prompted plans
foracontractionarybudgetin2024/25.

A comprehensive and well-sequenced
package of reforms is needed to put the
economy on a more sustainable path. Re-
forms need to prioritize the urgent chal-
lenge of energy and water shortages
through a combination of demand and sup-
ply management such asupgrading to ener-
gy-efficient machinery and transportation

vehicles, reducing electricity loss in the
distribution network, water-efficient irri-
gation, and transition to a more resilient
crop mix. Energy and water price rational-
ization, complemented by adequate social
protection measures would also help re-
duce wasteful consumption and moderate
the growing supply-demand mismatch.
Reducing the structural fiscal deficit
throughrightsizingandimproved targeting
of transfers can help reverse the inflationary
cycle and free up fiscal space for pro-growth
expenditures. In the medium term, struc-
tural reforms aimed at improving the busi-
ness environment by minimizing price in-
terventions and other market distortions
can help foster private sector growth, in-
centivize investment, and create jobs.

Recent developments

In 2023/24, GDP growth accelerated to 5
percent, driven by the oil sector and ser-
vices. Oil GDP surged by 14.7 percent
due to tighter global oil markets and im-
proved crude oil export volumes, partly
facilitated through price discounts. The
non-oil sector grew by 3.6 percent, led
by services. Economic activity has con-
tinued upward in 2024/25 with employ-
ment increasing by 1.8 percent in Q1-24/
25 (April-June) year-over-year (Y-o-Y).
While employment growth helped reduce
unemployment to 7.7 percent, more jobs
are needed to boost labor force participa-
tion, which remained low at 41.2 percent,
with only 14.3 percent of working age
women participating in the workforce.

FIGURE 1 Islamic Republic of Iran / Real GDP growth and

supply-side contributions to real GDP growth

FIGURE 2 Islamic Republic of Iran / Selected labor
market indicators
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Inflation decelerated in the first five
months of 2024/25 (5M-24/25) with head-
line and core inflation reaching 31.6 per-
cent and 34.7 percent (Y-o0-Y) in August
2024, respectively, down by 23.9 and 12.2
percentage points from the recent peak in
April 2023. Price pressures eased due to
lower global commodity prices, moderat-
ing inflationary expectations, and tighter
monetary policy, including restrictions on
the growth in banks’ balance sheets,
stricter reserve requirements for riskier
banks, and higher interbank interest rates.
Government finances in 2023/24 were con-
strained as oil revenues fell short of
planned targets. Despite the realization of
planned tax revenues, the budget deficit
increased by 0.6 percentage points (Y-0-Y)
to an estimated 3.4 percent of GDP. This
deficit was further exacerbated by sig-
nificant off-budget expenditures, includ-
ing cash transfers from the Targeted Sub-
sidies Program. The 2024/25 budget law
adopts a more prudent fiscal stance with
restrained expenditure growth and conser-
vative revenue projections. As budget ex-
penditures are expected to grow by 21 per-
cent in nominal terms, which is below the
anticipated inflation rate, this seems to sig-
nal contractionary policy.

Lower export prices and rising imports led
to an almost halving of the current account
surplus to US$6.3 billion or 1.6 percent of

GDP in 9M-23/24. External account pres-
sures were further exacerbated by a capital
account deficit of US$15.3 billion, marking
the seventh consecutive year of net capital
outflows. Trade dynamics improved in
5M-24/25 (April-August 2024), with non-
oil exports and imports growing by 10 per-
cent and 5.5 percent (Y-0-Y), respectively,
leading to a 13 percent reduction in the
non-oil trade deficit.

Outlook

GDP growth is projected to moderate in
the medium term. Growth in 2024/25 is ex-
pected to ease due to tighter fiscal and
monetary policy and the transitory effect
of the oil-based rebound in 2023/24, influ-
enced by global demand slowdown. Non-
oil growth is forecast to be constrained by
ongoing sanctions, energy shortages, and
economic uncertainty. Extreme weather
events and water scarcity will impact the
agriculture sector, disproportionately af-
fecting the poor. The current account bal-
ance is forecast to moderate in line with
a projected decline in oil prices in 2025/
26 and 2026/27. Inflation is expected to
decelerate but remain elevated, adversely
impacting  low-income  households.
Tighter monetary policy is also expected

to weigh on real sector growth, given that
90 percent of firms rely on the banking
system for financing.

Several downside risks to the economic
outlook are present, including geopolitical
tensions. More severe water and energy
shortages, in part due to climate change,
would weigh on growth and livelihoods.
Further sanctions and their stricter en-
forcement could disrupt trade and reignite
inflationary pressures. A global slow-
down, notably in China—Iran’s key trad-
ing partner —would also negatively impact
trade and growth. On the upside, signifi-
cant sanctions relief or a favorable interim
agreement as part of the nuclear negotia-
tions could spur a new growth momentum
and curtail economic uncertainties.

The pace of poverty reduction is project-
ed to slow considerably as the bottom
20 percent of households are expected to
benefit the least from the recent econom-
ic expansion. Poverty is projected to de-
crease only slightly, from 21.9 percent in
2022/23 to 20 percent in 2023/24 and 19
percent in 2024/25. Poor households are
disproportionally rural, un-educated and
female-headed, and historically have not
benefited from periods of economic ex-
pansion. More narrowly targeted assis-
tance, coupled with measures to reduce
their vulnerability, would help accelerate
poverty reduction.

TABLE 2 Islamic Republic of Iran / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2021/22 2022/23 2023/24 2024/25e 2025/26f 2026/27f

Real GDP growth, at constant market prices 4.7 3.8 5.0 3.7 2.9 2.4
Private consumption 3.9 8.7 4.1 3.1 2.5 2.1
Government consumption 8.3 -3.6 -1.7 -0.2 1.7 2.0
Gross fixed capital investment 0.0 6.7 7.2 5.8 5.0 4.2
Exports, goods and services 5.2 8.2 17.1 7.9 4.2 3.1
Imports, goods and services 24.1 7.5 3.0 2.8 3.0 3.0
Real GDP growth, at constant factor prices 4.4 4.0 4.5 3.7 2.9 2.4
Agriculture -2.6 1.1 0.2 1.3 1.1 0.8
Industry 3.2 7.4 7.1 4.7 3.7 3.0
Services 6.5 2.7 3.8 3.4 2.7 2.3
Inflation (consumer price index) 46.2 46.5 52.3 31.9 30.0 28.0
Current account balance (% of GDP) 3.1 3.4 2.0 1.2 1.0 0.8
Fiscal balance (% of GDP) -3.2 -2.8 -3.4 -2.1 -2.5 -2.6
Revenues (% of GDP) 11.0 11.0 10.4 10.7 10.7 10.8
Gross public debt (% of GDP) 42.4 30.1 29.5 30.1 31.5 33.6
Primary balance (% of GDP) -2.6 -2.4 -3.0 -1.7 -2.1 -2.1
International poverty rate ($2.15 in 2017 PPP)*" 0.7 0.5 0.4 0.4 0.4 0.3
Lower middle-income poverty rate ($3.65 in 2017 PPP)*? 5.0 3.8 3.3 3.1 2.9 2.8
Upper middle-income poverty rate ($6.85 in 2017 PPP)*" 24.8 21.9 20.0 19.0 18.2 17.6
GHG emissions growth (mtCO2e) 4.8 1.7 2.5 1.9 1.7 1.7
Energy related GHG emissions (% of total) 68.0 67.8 67.9 67.6 67.2 66.7

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast.

a/ Calculations based on 2019-HEIS and 2022-HEIS. Actual data: 2022. Nowcast: 2023. Forecasts are from 2024 to 2026.
b/ Projection using annualized elasticity (2019-2022) with pass-through = 0.7 based on GDP per capita in constant LCU.
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REPUBLIC OF
IRAQ

Table 1 2023
Population, million 45.5
GDP, current US$ billion 250.8
GDP per capita, current US$ 5512.5
Lower middle-income poverty rate ($3.65)° 2.4
Upper middle-income poverty rate ($6.85)° 24.7
National poverty rate® 18.9
Gini index® 29.5
School enrollment, primary (% gross)® 103.7
Life expectancy at birth, yearsb 71.3
Total GHG emissions (mtCO2e) 246.7

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2012), 2017 PPPs.
b/ Most recent WDI value (2022).

As the economy is stagnating due to ex-
tended OPEC+ production quotas, an ex-
pansionary fiscal stance and strong im-
ports are expected to transform the sur-
pluses of fiscal and external accounts into
deficits. Recent large infrastructure pro-
jects could help overcome some growth
bottlenecks. Risks to the outlook have in-
creased with heightened tensions in the
Middle East which are exacerbated by the
economy’s overreliance on oil.

Key conditions and
challenges

Iraq’s oil-dependent economy is contract-
ing for a second consecutive year due to
constrained crude oil production. The con-
traction in GDP reflects the OPEC+ pro-
duction agreement from June 2024 that ex-
tends initial production cuts until
end-2025 and prolongs additional volun-
tary cuts of 2.2 mbpd by selected countries,
including Iraq, until end-November 2024.
Oil exports through the oil pipeline in the
Kurdistan Region of Iraq have further re-
mained on hold since late March 2023. Ex-
pansionary fiscal policy has buoyed non-
oil sector activity which has partially offset
the contraction in the oil sector. Looser fis-
cal policy and dependence on volatile oil
revenue have raised vulnerabilities to ex-
ternal shocks, amid the risks of spillover
from the recent conflict in the Middle East.
The 2024 budget law introduces further
fiscal easing while the high wage bill
and large social transfers of the 2023-2025
budget law have been maintained; this
increases fiscal risks and exposure to oil
sector developments. The lack of automat-
ic adjustment mechanisms, such as fiscal
rules, exposes public finances and the
economy to significant fluctuations. The
potential spillovers from a widening con-
flict in the Middle East could worsen pre-
existing security and welfare vulnerabili-
ties. Implementing deeper reforms would
be key for economic diversification and
addressing structural challenges. A series

of recent infrastructure projects in the en-
ergy and transport sectors can help create
jobs, address key growth bottlenecks, and
lay the foundations for a more diversified
economy. By anchoring these projects in a
well-designed medium-term plan, such as
elaboration in the National Development
Plan (2024-2029) with prioritization, coor-
dination, and accurate budgeting, these
projects can achieve more optimal out-
comes. Implementation can also be im-
proved with greater oversight mechanisms
to ensure minimizing inefficiencies. Cru-
cially, these measures need to be further
complemented with policy reforms in key
areas including the harmonization of the
pension system, rightsizing the wage bill,
improving targeting of social transfers,
and policies that enable women to partic-
ipate in the labor force. Banking sector re-
forms to improve credit intermediation
and streamlining legal and administrative
procedures for business registration and
operations would create a more enabling
business environment for private sector-
led growth and much needed jobs.

Recent developments

The oil-driven GDP contraction of 2023 has
started to moderate in 2024. New OPEC+
production agreements, including Iraq's
voluntary cuts and the halting of oil ex-
ports from the northern oil pipeline led
GDP and oil GDP to contract by 2.9 per-
cent and 7.7 percent, respectively, in 2023.
The 5.6 percent y/y bounce back in the
non-oil sector partly offset the full impact

FIGURE 1 Republic of Iraq / Real GDP growth and supply-

side contributions to real GDP growth
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FIGURE 2 Republic of Iraq / Fiscal account outlook
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of the oil sector-induced contraction but
was driven by public services growth and
improved agricultural production. These
growth dynamics have continued into the
first quarter of 2024 (Q1-24) where real
GDP contracted by 2.4 percent year-on-
year (y/y). Inflationary pressures have
eased due to lower international food
prices, an upward revaluation of the dinar
in February 2023, and tighter monetary
policy. Recent Central Bank of Iraq (CBI)
measures, including raising the policy rate
by 3.5 percentage points to 7.5 percent,
helped curb inflationary pressures. As a re-
sult, headline and core inflation have eased
to 2 and 2.4 percent y/y, respectively, in
the first half of 2024 (H1-24). Securing FX
supply and improved due diligence in CBI
auctions helped reduce the gap between
the official rate to 13 percent in June 2024
(from over 23 percent in November 2023);
the gap, however, remains elevated com-
pared to pre-November 2023 levels. Fluc-
tuations in food prices, driven by global
supply-chain and climate shocks, highlight
the importance of maintaining nutritional
adequacy and eliminating poverty. Higher
revenues resulted in a fiscal surplus in
H1-24 while rising imports pushed the cur-
rent account into a deficit. Government
revenues, 89 percent coming from oil rev-
enues, increased by 21.4 percent y/y in
H1-24 due to higher oil prices and mar-
ginally higher export volumes. Efforts on
customs automation and streamlining tax
procedure have contributed to a 22 percent

y/y rise in tax revenues until early August
2024, a significant improvement in non-oil
revenue mobilization. Total expenditures
rose by 20.3 percent y/y but remained sig-
nificantly below the planned target. As a
result, the fiscal account recorded a sur-
plus of 3.6 percent of GDP (on a cash ba-
sis). The current account also registered a
deficit of 0.6 percent of GDP in Q1-24 given
a surge in imports following the fiscal ex-
pansion. These trade dynamics reversed
the recent accumulation in official re-
serves, although reserves have remained
sizeable at US$98.5 billion or 10.7 months
of imports in Q1-24.

Outlook

Economic prospects in the medium-term
are expected to be closely intertwined
with global oil demand dynamics and the
government’s discretionary fiscal policy
stance. Over 2024-2026, real GDP growth
is expected to recover to an average of
2.9 percent, driven by the oil sector and
under the assumption of compliance with
the September 2024 OPEC+ agreement in
September 2024 until end-2025, and grow-
ing production capacity in 2026. Non-oil
GDP is forecast to ease with the moder-
ation in government expenditure growth
and other growth bottlenecks. Inflation is
expected to remain in check partly due to
subsidized imports. Even at substantially

lower execution relative to the planned
budget, the fiscal easing is projected to
lead to a widening fiscal deficit and an up-
ward trend in the debt-to-GDP ratio. Ris-
ing imports are expected to push the cur-
rent account to a sustained deficit over the
medium term. The recovery in economic
growth in tandem with increased fiscal
pressures is not expected to translate into
sustained poverty reduction and equitable
outcomes. Disparities in resource distribu-
tion continue to persist, with poverty and
limited access to services concentrated in
rural and southern governorates of Iraq.
The country is gradually turning a corner
from a legacy of fragility and recent con-
flict towards reconstruction and stability,
while risks to the outlook remain. Domes-
tically, the upcoming elections (planned
for October 2025) could soften the drive
for implementing reforms, while a return
of political tensions and factionalism could
set back ongoing infrastructure projects
and the economy. Domestic revenue-shar-
ing disputes between the federal govern-
ment and the Kurdistan Regional Govern-
ment (KRG) could destabilize the KRG
economy and could put on hold collabora-
tion on key issues including customs inte-
gration. External shocks such as the ongo-
ing conflict in the Middle East and a sharp-
er slowdown in the global economy and
oil demand could significantly impact the
economic outlook. Climate change shocks
further pose significant risks to the agri-
culture sector and the rural poor.

TABLE 2 Republic of Iraq / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2021 2022 2023 2024e 2025f 2026f

Real GDP growth, at constant market prices -0.9 4.7 -2.9 -0.9 4.0 5.7
Private consumption 2.6 2.7 6.0 9.5 2.1 4.0
Government consumption 4.6 15.1 7.6 12.2 1.1 2.0
Gross fixed capital investment 32.2 3.3 13.8 6.8 3.6 4.0
Exports, goods and services -15.0 7.2 -7.7 -4.1 4.8 7.8
Imports, goods and services 7.7 27.9 11.3 16.0 1.2 3.6
Real GDP growth, at constant factor prices 1.5 7.6 -2.9 -0.9 4.0 5.7
Agriculture -20.6 -33.3 28.9 5.0 3.0 2.0
Industry -0.1 12.7 -6.3 -3.4 4.6 7.3
Services 8.4 2.7 1.9 3.5 3.0 3.2
Inflation (consumer price index) 6.0 5.0 4.4 3.7 3.3 3.1
Current account balance (% of GDP)? 11.9 19.1 10.4 -1.5 -4.7 -5.3
Net foreign direct investment inflow (% of GDP)? -1.3 -0.8 -2.3 -2.2 -2.2 -2.2
Fiscal balance (% of GDP)® 4.0 12.7 0.9 -5.6 -8.4 -8.7
Revenues (% of GDP) 35.9 38.9 41.1 39.3 37.1 37.0
Debt (% of GDP)? 58.0 39.5 45.5 50.4 57.3 62.9
Primary balance (% of GDP)? 4.4 13.2 1.8 -4.5 -7.0 -7.1
GHG emissions growth (mtCO2e) 2.0 -6.7 4.5 4.0 5.0 6.1
Energy related GHG emissions (%o of total) 49.8 48.1 47.3 47.2 47.5 48.0

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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JORDAN

Table 1 2023
Population, million 11.3
GDP, current US$ billion 51.0
GDP per capita, current US$ 4502.0
National poverty rate® 15.7
School enrollment, primary (% gross)® 87.6
Life expectancy at birth, years® 74.2
Total GHG emissions (mtCO2e) 36.7

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2017/8).
b/ Most recent WDI value (2022).

Jordan has maintained macroeconomic
stability despite regional turmoil. Growth
slowed to 2.0 percent in the first quarter
of 2024, while headline inflation averaged
1.7 percent over the first seven months.
The fiscal deficit widened slightly due to
higher interest payments and reduced tax
revenue from imports and corporate in-
come. Growth is projected to average 2.6
percent over the medium term. To reduce
poverty and promote shared prosperity,
Jordan needs to enhance productivity, fos-
ter investment, and encourage private
sector-led and export-driven growth.

Key conditions and
challenges

Prudent fiscal and monetary policies have
allowed Jordan to maintain resilience and
stability despite a volatile regional and ex-
ternal environment. From 1992 to 2003,
Jordan's economy grew at an average an-
nual rate of 5.1 percent, accelerating to 7.5
percent between 2004 and 2009. However,
external shocks, including the collapse of
oil prices, the war in Iraqg, the Arab
Spring, the Syrian conflict and subse-
quent refugee crisis, the COVID-19 pan-
demic, the repercussions of Russia’s in-
vasion of Ukraine, and the ongoing con-
flict in the Middle East, have adversely
impacted the economy, leading to in-
creased risks and logistical disruptions.
These challenges, coupled with domestic
constraints on investment and exports,
have suppressed growth, with the econo-
my expanding by only 2.2 percent between
2012 and 2022. In response, the govern-
ment launched the Economic Moderniza-
tion Vision (EMV) in 2022, aiming to im-
prove economic performance, enhance
quality of life, and strengthen government
effectiveness and accountability.

Prolonged periods of low growth have
adversely impacted job creation, straining
the labor market where employment op-
portunities are scarce amid a rapidly
growing population. The limited capacity
of the private sector to generate jobs,
combined with segmented labor markets,
high levels of informality, and low labor

productivity, in turn, suppresses the real
income growth of households.

Jordan's limited natural resources, partic-
ularly water scarcity, present acute chal-
lenges, which have been exacerbated by a
population that has doubled in the past 20
years including due to refugee influx. The
Government of Jordan has begun imple-
menting a multi-year plan to reduce water
losses, expand water supply, and reform
tariffs to address Jordan’s high levels of
non-revenue water losses, overconsump-
tion, and to promote water sector efficien-
cy and sustainability. Climate change is
projected to further affect per capita wa-
ter availability, leading to broader detri-
mental effects. The increasing frequency
of natural hazards, coupled with concerns
over food and energy security, under-
scores the urgent need to enhance do-
mestic water, energy, and food security
through key policy reforms.

According to estimates from 2017-2018,
approximately one-third of Jordan's pop-
ulation is at risk of falling into poverty
if exposed to adverse shocks. The refugee
population remains particularly vulnera-
ble, with the latest estimates from the
World Bank and UNHCR indicating that
the poverty rate among refugees has in-
creased from 57 percent in 2021 to 67
percent in 2023.

Recent developments

The impact on economic growth from
the ongoing conflict in the Middle East
has been relatively contained, with the

FIGURE 1 Jordan / Tourist arrivals have rebounded to pre-

conflict average level

FIGURE 2 Jordan / Fiscal consolidation slowed slightly in the

first half of 2024, impacted by the conflict
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economy expanding by 2.0 percent in the
first quarter of 2024, down from 3.0 per-
cent in the same quarter of 2023 and 2.3
percent in the fourth quarter of 2023. The
slowdown was driven by reduced contri-
butions from sectors more exposed to the
conflict and trade disruptions in the Red
Sea. Transport, communication, manufac-
turing, and tourism were particularly af-
fected, with tourism experiencing a 7.2
percent annual decline in arrivals from Oc-
tober 2023 to July 2024. However, by July
2024, tourist arrivals recovered to pre-con-
flict levels, largely due to increased visitors
from Gulf Cooperation Council countries.

Inflationary pressures eased in the first
seven months of 2024, with headline in-
flation falling to 1.7 percent, from 2.7 per-
cent in 2023. The Central Bank of Jordan
maintained its policy rate at 7.25 percent,
following a cumulative increase of 525 ba-
sis points since March 2022. The real ef-
fective exchange rate appreciated in the
first five months of 2024, driven by the
US dollar's strength.

Efforts to expand economic opportunities
have shown results, albeit from a low base.
The Department of Statistics reported that
34.1 percent of the working-age popula-
tion was economically active in the
Q1-2024, up from 33.1 percent during the
same period last year. Women's labor force
participation rose by almost two percent-
age points, from 13.7 percent to 15.5 per-
cent, marking the first time that female

participation has surpassed 15 percent
since Q1-2019.

The central government's fiscal deficit
widened by 10.3 percent year-on-year in
the first half of 2024, driven by higher in-
terest payments and lower tax revenues
from imports and corporates income. The
conflict’s impact on trade through Aqgaba
port reduced tax collections, as the Gov-
ernment granted temporary exemptions
on customs duties and sales taxes. Howev-
er, stable primary expenditure and reduced
capital spending led to the highest primary
surplus (excluding grants) since 2008.

Outlook

The economy is expected to grow by 2.4
percent in 2024, with an average growth
of 2.6 percent expected over the medium
term. Inflation is projected to stay con-
tained, supported by the lagged effects of
monetary policy tightening, with annual
headline inflation at 2.0 percent in 2024
and 2.1 percent in 2025, stabilizing at 2.4
percent thereafter.

Fiscal consolidation is anticipated to
progress, with revenue-enhancing mea-
sures and potential monetary easing bol-
stering domestic revenues. The primary
fiscal deficit is expected to narrow in 2024,
shifting to a small surplus by 2025, al-
though the overall deficit may widen due

to elevated interest payments. Persistent
fiscal pressures from the water and elec-
tricity sectors are likely to keep unconsoli-
dated general government debt elevated in
the short to medium term, while consoli-
dated debt is projected to decrease due to
surpluses in the Social Security Investment
Fund. The government has also committed
to expanding social protection through the
National Aid Fund.

The current account deficit is expected to
widen in 2024, driven by reduced tourism
receipts and declining international phos-
phates prices, but it should gradually nar-
row as imports are contained and foreign
tourist arrivals recover. The external sec-
tor outlook remains sensitive to the on-
going Middle East conflict, posing sig-
nificant risks to Jordan's economy and
adding uncertainty to an otherwise
broadly positive outlook.

To reduce poverty and promote shared
prosperity, focus should be on develop-
ing sectors that support inclusive, private
sector-driven job creation. Investing in
green infrastructure is crucial for securing
water and energy resources while creat-
ing employment opportunities for high-
and low-skilled workers. Maintaining
macroeconomic stability and effective debt
management is essential for sustainable
growth and resilience. Additionally, a ro-
bust safety net is necessary to protect the
poorest and most vulnerable populations
from potential economic shocks.

TABLE 2 Jordan / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2021 2022 2023 2024e 2025f 2026f

Real GDP growth, at constant market prices 3.7 2.6 2.7 2.4 2.6 2.6
Real GDP growth, at constant factor prices 3.7 3.0 2.9 2.4 2.7 2.7
Agriculture 6.6 3.9 5.9 3.8 2.4 2.4
Industry 2.7 4.4 3.5 3.0 2.5 2.4
Services 4.0 2.3 2.4 2.0 2.8 2.8
Inflation (consumer price index) 1.3 4.2 2.1 2.0 2.2 2.4
Current account balance (% of GDP) -8.0 -7.8 -3.7 -4.8 -4.6 -4.3
Net foreign direct investment inflow (% of GDP) 1.3 2.6 1.5 1.4 1.6 1.9
Fiscal balance (% of GDP)? -6.2 -5.6 -5.1 -5.3 -5.0 -4.6
Revenues (% of GDP) 24.7 25.7 25.3 25.9 26.2 26.5
Expenditures (% of GDP)® 30.9 314 30.4 31.2 31.2 31.1
Consolidated Debt (% of GDP)" 87.5 88.6 89.2 89.1 88.4 87.1
Unconsolidated Debt (% of GDP)” 108.8 111.2 113.8 113.9 114.9 115.0
Primary balance (% of GDP)? -1.9 -1.5 -0.4 -0.1 0.4 0.9
GHG emissions growth (mtCO2e) 3.8 3.1 0.8 0.9 1.8 2.0
Energy related GHG emissions (% of total) 59.1 58.5 57.2 57.1 56.6 56.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast.

a/ Including the Adjustment on receivables and payables (use of cash) as per IMF Country Report No. 23/49.
b/ Consolidated debt coverage excludes the SSC's investment arm holdings. Projections indicate that SSC's financial surplus will gradually decline, turning into a deficit, causing
the consolidated debt to converge to the unconsolidated debt over time.
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KUWAIT

Table 1 2023
Population, million 4.3
GDP, current US$ billion 149.9
GDP per capita, current US$ 34770.0
School enrollment, primary (% gross)? 101.9
Life expectancy at birth, years? 80.3
Total GHG emissions (mtCO2e) 155.0

Source: WDI, Macro Poverty Outlook, and official data.
a/ WDI for School enrollment (2015); Life expectancy
(2022).

As one of the world’s smallest yet richest
countries, a comprehensive fiscal and eco-
nomic reform is necessary to support sus-
tainable growth and address structural
challenges. Withoil and gas comprising
over 90 percent ofexports and government
revenue, Kuwait’s economy is lagging in
diversification and FDl attraction. A fur-
ther moderation in economic activity is an-
ticipated in 2024, with stabilization expect-
ed over the medium term. OPEC+produc-
tion cuts, weaker global conditions, and
subdued domestic demand weighon
growth. Keyrisks to the outlook include
global uncertainties, oil market volatility,
and theongoing political deliberations on
critical reforms, where progress is antici-
pated as efforts toward resolution continue.

Key conditions and
challenges

Kuwait's long-term economic outlook re-
mains heavily reliant on hydrocarbon
revenues. While the Kuwait Investment
Authority’s (KIA) substantial foreign as-
sets safeguard macroeconomic stability,
they are insufficient to fully mitigate the
impact of global oil market volatility and
the expected decline in long-term oil de-
mand. Key challenges include the risks
from fluctuating oil production and
prices, potential global economic slow-
down, and increasing climate-related
shocks. Historically, frequent governmen-
tal changes and tensions between
Kuwait’s executive and legislative branch-
es weighed on the investment environ-
ment and hindered the reform process.
With the appointment of a new govern-
ment in May 2024, resolving the political
gridlock will be crucial for advancing eco-
nomic diversification and reform efforts.
Kuwait’s government is navigating those
challenges amid oil receipts fluctuations
and increasing expenditures, with ongo-
ing non-oil revenue generation playing a
critical role. Prudent fiscal management
remains crucial in navigating the uncer-
tainties of the global economic environ-
ment, and in achieving a resilient and
diversified economic structure. Environ-
mental priorities, including water re-
source management and energy efficien-
cy, are being addressed through invest-
ments in sustainable infrastructure and

renewable energy. Although favorable oil
receiptsmay provideshort-term fiscal relief.

Recent developments

Economic activity contracted moderately,
with GDP declining by 2.7 percent year-
on-year in Q1-2024, following a 4.4 percent
contraction in the previous quarter. The oil
sector has further contracted by 9.8 percent
year-on-year, compared to a 6.8 percent
decline in Q4-2023, largely due to OPEC+
production cuts implemented in January
2024. In contrast, the non-oil sector demon-
strated a robust rebound, growing at 4.7
percent in Q1-2024 after a contraction of
2.3 percent in the previous quarter driven
by recoveries in key sectors such as manu-
facturing, transport, and services. The S&P
Global Kuwait PMI indicates improve-
ment in non-oil private-sector activities,
reaching 52.2 in Q2-2024, up from an aver-
age of 50.8 in 2023, driven by increases in
output and new orders.

Oil revenue fluctuations also influenced
the fiscal position, with the deficit reaching
1.56 billion dinars in March 2024 (12.6 per-
cent of Q1 2024 GDP), highlighting the fis-
cal challenges linked to reduced oil re-
ceipts. Rising government expenditures
across various sectors have also con-
tributed to the deterioration. The reliance
on oil revenues remains a key vulnerability
in the fiscal framework, exposing it to ex-
ternal shocks. Proceeding with the intro-
duction of a Value Added Tax (VAT), in
line with GCC practices, alongside other
fiscal measures, is essential to broadening

I
FIGURE 2 Kuwait / Public finances

FIGURE 1 Kuwait / Annual real GDP growth
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the revenue base and addressing current
fiscal risks. Structural reforms, particularly
in public financial management and pri-
vate sector development, are crucial to re-
duce the dependence on hydrocarbons.
Inflationary pressures are easing to 2.8 per-
cent In June 2024 down from 3.6 percent in
2023, reflecting the impact of tighter mon-
etary policy. The deceleration is further
supported by a slower pace of increases in
food and housing prices, marking the low-
est rate in the past three years.

Sound macroprudential policies and strong
financial sector oversight by the Central
Bank of Kuwait (CBK) have ensured contin-
ued financial stability. The CBK maintains
a discount rate of 4.25 percent, ensuring fi-
nancial sector stability through strong cap-
ital and liquidity buffers. Nonperforming
loans remain low at 1.7 percent as of Q2
2024, reflecting sound banking sector fun-
damentals. Reserves remained at a com-
fortable level, equivalent to 4.6 months of
imports as of Q1 2024.

The labor market posted a strong perfor-
mance in 2023 relative to 2022: total em-
ployment increased by 9 percent, corre-
sponding to a net addition of about 173,000
employed. The positive trends are driven
by the employment of non-Kuwaiti nation-
als in the private sector which posted an
employment growth by almost 17 percent.
By contrast, Kuwaiti nationals were largely
absorbed by the government sector,
whereas their employment declined in the
private sector, particularly among Kuwaiti
women (-2.5 percent). The ILO projects a
virtually stable employment-to-population
ratio and unemployment rate in 2024 rel-
ative to 2023. The unemployment rate is

projected at 2.1 percent overall, and at 0.9
percent among men and 5.8 percent
among women. Youth are projected to face
the highest unemployment rates at 9.1 per-
cent among men ages 15-24 and 29.8 per-
cent among their female counterparts.

The external sector continues to face pres-
sures, with, the trade balance contracted
by 12 percent year-on-year in Q1 2024.
Consequently, the current account surplus
continued to moderate, following its de-
cline to 32.9 percent of GDP in the previous
year. In contrast, refined fuel production is
increasing, supported by the full commis-
sioning of the Al-Zour refinery, which be-
came fully operational in late 2023.

Outlook

In 2024, GDP is projected to contract by 1
percent, reflecting a 2.4 percent reduction
in oil production due to extended OPEC+
output cuts, with a gradual phase-out ex-
pected after September. With the gradual
recovery of oil output and stable external
conditions, overall GDP is projected to
grow by 2.5 percent in 2025 and 2.7 percent
in 2026. The non-oil sector is expected to
grow by 0.4 percent, underpinned by ris-
ing domestic demand and supported by
infrastructure development and (assumed
implementation of) structural reforms,
while risks associated with power supply
disruptions remain.

Inflation is projected to further moderate
to an average of 3.1 percent in 2024
helped by continued monetary policy
tightening. Monetary tightening is also

expected to keep credit growth subdued,
while the CBK’s robust regulatory frame-
work will safeguard financial stability
and ensure the persistence of financial
sector resilience within evolving global
monetary conditions. Inflation is expected
to moderate to an average of 3.1 percent
in 2024, supported by prudent monetary
policy measures and moderate further to
2.7 and 2.5 percent in 2025 and 2026 re-
spectively. Credit growth is expected to
remain subdued, reflecting these policies,
while the CBK's strong regulatory frame-
work will continue to uphold financial
stability and reinforce the resilience of
the financial sector amid shifting global
monetary conditions.

The fiscal deficit is estimated to reach 5.8
percent of GDP in 2024 and continue to
widen over the medium term as current
policies lead to an expansionary fiscal
stance. The reliance on oil as the primary
revenue source challenges fiscal pre-
dictability. Targeted policies to diversify
the economic base and increase non-oil
revenues are essential for strengthening
fiscal resilience. Long-term fiscal stability
depends on the timely and effective im-
plementation of these reforms to mitigate
risks from oil price volatility.

In 2024, the current account surplus is pro-
jected to reach 21.6 percent of GDP, pri-
marily affected by lower oil exports and is
expected to further narrow to 17.8 percent
of GDP by 2026. Oil production is expected
to decline through the remainder of 2024
due to the extension of OPEC+ production
cuts until end-September, but a recovery
is anticipated from 2025 as these cuts are
gradually lifted.

TABLE 2 Kuwait / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2021 2022 2023 2024e 2025f 2026f

Real GDP growth, at constant market prices 1.8 6.3 -3.6 -1.0 2.5 2.7
Private consumption 3.2 1.8 1.1 1.8 2.5 2.4
Government consumption 2.9 3.9 1.2 1.5 2.4 2.5
Gross fixed capital investment 3.9 2.2 0.6 2.9 2.6 2.6
Exports, goods and services 2.2 12.0 -3.6 -2.5 2.9 3.0
Imports, goods and services 5.7 6.3 5.7 2.8 2.9 2.6
Real GDP growth, at constant factor prices 1.8 6.3 -3.6 -1.0 2.5 2.7
Agriculture 0.5 1.1 0.1 0.5 1.2 1.2
Industry 2.2 7.9 0.1 0.7 2.9 2.6
Services 1.4 4.2 -8.8 -3.6 2.1 3.0
Inflation (consumer price index) 3.4 4.0 3.6 3.1 2.7 2.5
Current account balance (% of GDP) 23.9 32.4 26.2 21.6 20.2 17.8
Fiscal balance (% of GDP)® -7.2 12.5 -4.8 -5.8 -8.1 -7.9
GHG emissions growth (mtCO2e) 6.4 3.9 0.4 3.4 6.2 6.8
Energy related GHG emissions (% of total) 66.7 66.5 64.8 64.1 64.3 64.7

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast.

a/ Based on fiscal year cycle (April to March 31). Fiscal balances exclude investment income and FGF transfers.
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LEBANON

Table 1 2023
Population, million 5.8
GDP, current US$ billion 20.1
GDP per capita, current US$ 3477.7
National poverty rate® 27.4
Gini index? 31.8
Life expectancy at birth, years® 74.4
Total GHG emissions (mtCO2e) 23.2

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2011).
b/ Most recent WDI value (2022).

Since October 2023, and as a direct
spillover of the conflict in the Middle
East, military confrontation on the south-
ern border with Israel has been escalating,
adding strain to Lebanon’s crisis-ridden
economy. The conflict has damaged key sec-
tors like tourism and agriculture, caused
infrastructure destruction, and triggered a
consumption shock from mass displace-
ment, drivinga GDP contraction of 0.8 per-
centin2023. Before the significant escala-
tion of conflict in September 2024, real
GDP was projected to contract by 1 per-
cent in 2024. The ongoing conflict is in-
flicting a heavy human toll and wide-
spread destruction, leaving its impact on
Lebanon’s economy severe and uncertain.

Key conditions and
challenges

Military confrontation between Lebanon
and Israel has been steadily escalating in
South Lebanon since October 2023, result-
ing in hundreds of deaths and thousands
of injuries. By August 2024, 102,523 in-
dividuals were displaced from Southern
Lebanon. Tens of thousands of house-
holds in South Lebanon have lost their
livelihoods, and hundreds of houses have
been destroyed amid massive destruction
to local infrastructure.

The conflict has introduced another shock
to Lebanon’s already crisis-ridden econo-
my. While the economic contraction was
anticipated to bottom out in 2023, follow-
ing five years of sustained sharp contrac-
tion totaling 34 percent of real GDP, the
conflict and its spillovers have had nega-
tive knock-on effects on economic growth
in 2023, continuing into 2024. The primary
channel of impact in 2023 and 2024 H1 has
been the fall in receipts from tourism ser-
vices due to a sharp decrease in tourist ar-
rivals, the main remaining pillar of eco-
nomic growth. The prolonged economic
contraction undermines Lebanon’s
prospects for economic recovery, amidst
continued institutional and political paral-
ysis, and lack of political will for reforms.
According to the 2024 Lebanon Poverty
and Equity Assessment, monetary poverty
among Lebanese households has tripled
(from 11 percent in 2012 to 33 percent in
2022 across Akkar, Beirut, Bekaa, North

Lebanon, and most of Mount Lebanon).
The poverty gap—measuring how far the
poor are below the poverty line—has also
widened. Since 2019, rampant inflation and
a depreciating currency have severely erod-
ed purchasing power, leading to increased
food insecurity and changing consumption
habits. Income inequality has deepened,
with wealthier households often shielded
by dollarized incomes, while poorer fam-
ilies struggle to cope by cutting expenses,
particularly on food, and relying on sav-
ings, borrowing, and external assistance.

Recent developments

The conflict hasled to a substantive shock to
tourism receipts in 2023 Q4, following nine
months of an upward trajectory, driving an
estimated economic contraction of 0.8 per-
cent in 2023. The conflict has caused sig-
nificant destruction and internal displace-
ment from South Lebanon and El Nabatieh
governorates, which have weighed on con-
sumption and economic activity.

The fiscal surplus of 2023 is expected to
extend into 2024. Increased revenues, re-
sulting from the correction of exchange
rate mis-valuations for customs and taxes,
and expenditure restraints in part driven
by the lack of a ratified budget in 2023,
resulted in an estimated fiscal surplus of
0.5 percent in 2023, with revenues and ex-
penditures at 13.7 percent and 13.2 percent
of GDP, respectively. In addition, mone-
tary financing of the budget has been halt-
ed since July 2023, further supporting the
overall fiscal and primary surplus. The 2024

FIGURE 1 Lebanon / Exchange rate depreciation drives the

surge in consumer prices
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government budget, ratified in February
2024, projected a zero fiscal balance with
revenues and expenditures at 13.6 percent
of GDP (based on World Bank GDP esti-
mates for 2024). 2024 revenues are expect-
ed to exceed estimations of the ratified
government budget and reach about 15
percent of GDP. This is in part due to bet-
ter-than-expected tax collection rates in
2024 H1. As expenditures are expected to
remain below collected revenues, a fiscal
surplus (on a cash basis) of 0.2 percent is
projected for 2024. However, the fiscal bal-
ance does not take into account past ac-
cumulated arrears (including overdue in-
voices from certain line ministries and
public institutions, arrears owed to bilat-
eral and multilateral organizations, and
more recently Iraqi fuel import dues).

The Lebanese pound has been stable at
89,500 LBP/US$ since July 2023, following
years of rapid depreciation. The stabiliza-
tion of the exchange rate is primarily sup-
ported by higher fiscal revenue from tax-
es and fees in LBP cash. Increased fiscal
revenues coupled with the lack of need
for monetary financing of the budget, has
led to a decrease in currency in circulation
by 31.2 percent in 2023, easing exchange
rate pressures. Furthermore, the termina-
tion of the Sayrafa platform, coupled with
caps on spending by line ministries—de-
spite such spending being below the
(monthly) spending ceiling approved in
the budget—and exchange rate operations

of State-Owned Enterprises, curbed mon-
ey supply and the demand for $US. Cen-
tral bank gross reserves (liquid reserves)
have increased by US$546 million in the
first five months of 2024, reaching US$10.2
billion. The increase in liquid reserves has
been primarily driven by the halt of the
Sayrafa platform and monetary financing
of the government budget since July 2023,
and BdL purchases of US$ supply from
foreign currency inflows.

Exchange rate stabilization since the sec-
ond half of 2023 has driven a steady de-
celeration in monthly inflation. The accel-
eration of inflation to 221.3 percent in 2023,
was primarily on account of the steep de-
preciation of the LBP in the first half of
2023. Since then, the exchange rate stabi-
lization has led to a steady decrease in
month-to-month inflation, to an average of
1.2 percent between August and December
2023 (excluding October which witnessed
a six-fold increase in the education CPI
component). Year-on-year inflation has al-
so started to decelerate in 2024, registering
a double-digit figure for the first time in
March after recording triple-digit figures
since July 2020; annualized inflation has
decreased to 35.4 percent in July 2024.
Despite the ongoing economic crisis and
sovereign default, Lebanon continued to
post a significant current account (CA)
deficit in 2023, driven primarily by a trade-
in-goods deficit. Following a dramatic in-
crease to 34.6 percent of GDP in 2022, the

current account deficit slightly decreased
to 28.1 percent of GDP in 2023. Although
the trade-in-services balance remained
positive, its contribution to reducing the
current account deficit diminished due to
the shock to tourism receipts in 2023 Q4.
That being said, historically weak BOP
data and the prevalence of a pervasive
dollarized cash economy are likely to
skew official estimates of hard currency
inflows to Lebanon, potentially overstat-
ing the current account deficit.

Outlook

In 2024, the impact of the ongoing conflict
has intensified, marked by escalating mil-
itary confrontation, widespread destruc-
tion, displacement, and shocks to tourism
and consumption. Before the significant
escalation in September 2024, real GDP
was projected to contract by 1 percent.
However, this escalation, which has result-
ed in a severe human toll, further mass dis-
placement, and substantial physical dam-
age, is likely to drive a significantly steeper
contraction that remains difficult to assess.
As more components of the CPI basket be-
come increasingly dollarized, and assum-
ing exchange rate stability is maintained
for the remainder of 2024, inflation is pro-
jected to decline to double digits, with an
expected yearly average of 45 percent.

TABLE 2 Lebanon / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2021 2022 2023 pLip2: 15}

Real GDP growth, at constant market prices -7.0 -0.6 -0.8 -1.0
Private consumption 2.1 2.3 0.2 -0.6
Government consumption -76.0 34.9 -18.4 16.6
Gross fixed capital investment -67.6 -88.6 4.5 -31.6
Exports, goods and services 13.1 0.3 -1.1 -3.7
Imports, goods and services -12.2 3.5 -0.3 -0.1
Real GDP growth, at constant factor prices -5.3 -0.6 -0.8 -1.0
Agriculture -7.1 -0.8 -0.2 -1.0
Industry -6.9 -0.6 0.1 -1.0
Services -4.9 -0.6 -1.0 -1.0
Inflation (consumer price index) 150.0 171.2 221.3 45.7
Current account balance (% of GDP) -14.7 -34.6 -28.1 -20.0
Net foreign direct investment inflow (% of GDP) 8.5 2.2 2.9 1.2
Fiscal balance (% of GDP) 0.9 -2.9 0.5 0.2
Revenues (% of GDP) 7.5 6.1 13.7 15.0
Debt (% of GDP) 172.5 179.7 179.7 142.0
Primary balance (% of GDP) 1.8 -2.5 1.4 0.6
GHG emissions growth (mtCO2e) -16.6 -6.1 2.7 -4.8
Energy related GHG emissions (% of total) 68.5 68.6 73.1 72.1

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices.

Notes: e = estimate, f = forecast.

MPO @ Oct 24

Emissions data sourced from CAIT and OECD.



LIBYA

Table 1 2023
Population, million 6.9
GDP, current US$ billion 45.1
GDP per capita, current US$ 6544.3
School enrollment, primary (% gross)? 106.9
Life expectancy at birth, years? 72.2
Total GHG emissions (mtCO2e) 99.2

Source: WDI, Macro Poverty Outlook, and official data.
a/ WDI for School enroliment (2006); Life expectancy
(2022).

Libya continues to suffer from political
divisions over the transparency, control,
and benefits of the oil wealth. Tensions
recently escalated over the appointment
of the Governor and Board of Directors
for the recently unified Central Bank af-
ter efforts to prepare a single Budget
stalled. A prolonged or escalated crisis
could disrupt oil and gas production
and exports, fuel and food import,
salary payments, and the security con-
ditions. The key medium-term challenge
for Libya is to peacefully rebuild and
diversify the economy.

Key conditions and
challenges

Libya is embroiled in a political dispute
over the management and governance of
the Central Bank of Libya (CBL). In August
2024, the Presidential Council issued a de-
cision to change the Governor and renew
the Board of Directors which was rejected
by other political forces. In response to the
heightening tensions, the United Nations
Mission in Libya started to mediate be-
tween the parties in the search for peaceful
solution to the CBL crisis.

On top of its monetary policy functions,
the CBL plays a pivotal role in the coun-
try’s oil wealth and fiscal management. It
receives the oil revenues from the Nation-
al Oil Company and pays the salaries of
civil servants in the entire territory, which
is controlled by the two parallel govern-
ments, the Tripoli-based Government of
National Unity and the Benghazi-based
Government of National Stability. Polit-
ical tensions over the transparency and
sharing of the oil wealth have been com-
mon since 2021 due to the alleged mis-
appropriation of oil revenues, large fu-
el imports and contraband to neighbor-
ing countries, high public spending on
wages and energy subsidies, and invest-
ment spending in the Eastern part of the
country financed by unauthorized print-
ing of money. Progress was made over
the past years to reunify the Benghazi
and Tripoli branches of the CBL, but crit-
icism remained over the absence of a full

and well-functioning Board of Directors.
Efforts to prepare a unified 2024 Budget
for the entire territory stalled.

The Libyan economy is driven by the oil
and gas sector and remains undiversified
with a large public sector. In 2023, the oil
and gas sector represented 60 percent of
GDP, 94 percent of exports, and 97 percent
of government revenues. The private sec-
tor is underdeveloped and employs less
than 14 percent of the workforce.

Social conditions have deteriorated over
the past years due to high unemploy-
ment, income disparities, and poor public
infrastructure and services. The unem-
ployment rate is estimated at 15.3 percent
(National Labor Force Survey 2022) with
higher rates among women and youth,
estimated at 18.4 and 23.1 percent, respec-
tively. Access to basic services, such as
water, is becoming more challenging, par-
ticularly in the aftermath of the floods in
Derna (2023) and Ghat and Tahala (2024),
and the groundwater upsurge in Zliten.

Recent developments

Oil production during the first seven
months of 2024 hovered around the
same level of the previous year or 1.2
million barrels per day (mbpd). With
the closure of major oil fields an-
nounced by the East-based Government
of National Stability on August 28 in the
wake of the CBL crisis, oil production
plummeted to 0.5 mbpd creating ripples
in international oil markets. According
to the National Oil Corporation, Libya

I
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lost US$120 million of oil receipts dur-
ing the first 3 days of the blockades.

Oil revenues were already declining prior
to the CBL crisis due to lower energy
prices. They reached US$10.5 billion in
January-July 2024 or 5.4 percent lower than
in 2023. Consequently, the fiscal surplus
narrowed from 4.6 to 1.7 percent of GDP
during the first seven months of 2023 and
2024 as spending also increased. Accord-
ing to official data, public spending in-
creased by 9.7 percent during this period
driven by higher wages and subsidies.

Although oil prices declined, the trade sur-
plus widened during the first seven
months of 2024 because Libyan firms
found it more difficult to import. The trade
surplus widened to 16 percent of GDP dur-
ing the first five months of 2024, compared
to 9 percent of GDP during the same peri-
od in 2023 due to a 12 percent contraction
in imports. The latter is driven by the
tighter access to foreign currencies and the
implementation of foreign currency trans-
action fees in early March 2024. While the
Libyan Dinar (LYD) was overall stable in
nominal terms, the LYD to USD exchange
rate gap between the official and parallel
markets widened. During the first seven
months of 2024, the gap averaged 43 per-
cent compared to 7.2 percent during the

same period in 2023 driven by the higher
demand for foreign exchange fueled by
high public spending, the reported mon-
ey printing in the East to finance recon-
struction projects, and higher fuel imports
and contraband. The gap widened fur-
ther to 53 percent during early September
2024 amid the CBL crisis.

The inflation rate, which is compiled for
Tripoli region only, averaged 1.9 percent
during the first seven months of 2024 com-
pared to 2.7 percent during the same peri-
od in 2023 driven by lower food and hous-
ing prices. While not yet visible in the of-
ficial data, the import financing constraints
discussed above have likely increased in-
flationary pressures since Libya imports
about 80 percent of its food consumption.

Outlook

Assuming the opposing political forces
agree to appoint a new central bank gov-
ernor and a Board of Directors and end
the ongoing dispute, oil production is ex-
pected to resume and average 1 mbpd for
2024. As a result, oil GDP will contract by
15 percent driving overall GDP to shrink
by 10 percent during this year. Growth

of non-oil GDP is expected to average 1.3
percent during the forecast period driven
primarily by consumption. As oil output
recovers in 2025 and 2026, GDP growth
is anticipated to rebound to 12 percent in
the medium term.

Using official data, inflation in Tripoli is
likely to stay controlled at 2.5 percent in
2024 and 2025 assuming the CBL crisis is
resolved promptly and reflecting moderat-
ing global commodity prices, as well as a
generous subsidy system in Libya.
Furthermore, with the fall of oil receipts
and relaxing foreign currency constraints
by the CBL, both fiscal and external bal-
ances are expected to deteriorate in 2024
registering a deficit of 5.7 and 21 percent
of GDP, respectively. Both balances
should improve in the medium term as
oil output recovers.

A prompt and effective resolution of the
CBL crisis is critical for Libya’s economic
prospects and citizens’ welfare. A pro-
longed or escalated crisis could disrupt
the ability of institutions to manage the
economy and maintain basic services
such as oil and gas production and ex-
ports, fuel and food import and distrib-
ution, salary payments, and in the worst
scenario, it could lead to a deterioration
in the security conditions.

TABLE 2 Libya / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2021 2022 2023 2024e 2025f 2026f

Real GDP growth, at constant market prices 28.3 -8.3 10.2 -10.1 10.7 13.1
Private consumption -0.3 -1.3 5.3 0.7 2.9 2.8
Government consumption -2.0 -1.1 5.5 1.0 1.1 1.1
Gross fixed capital investment -6.9 -1.3 -10.7 -23.9 -24.9 16.7
Exports, goods and services 126.1 -19.9 7.1 -16.8 23.1 18.8
Imports, goods and services 46.6 -13.9 -16.5 -2.4 2.0 2.0
Real GDP growth, at constant factor prices 30.6 -11.8 11.7 -10.1 10.8 13.0
Agriculture 6.0 10.0 6.8 4.0 6.0 4.0
Industry 45.0 -17.0 17.8 -13.8 18.0 15.2
Services 9.2 -1.9 1.2 -3.4 -2.1 8.9
Inflation (consumer price index) 2.8 4.6 2.3 2.5 2.4 2.9
Current account balance (% of GDP) 16.1 21.2 3.0 -21.8 -5.7 4.8
Fiscal balance (% of GDP) 12.5 2.7 -0.1 -5.7 1.9 5.3
Revenues (% of GDP) 66.5 64.1 57.9 71.1 71.2 67.0
Debt (% of GDP) 98.3 74.5 61.0 90.4 83.2 64.3
Primary balance (% of GDP) 12.5 2.7 -0.1 -5.7 1.9 5.3
GHG emissions growth (mtCO2e) 51.0 -4.9 -4.0 -5.6 4.0 3.9
Energy related GHG emissions (% of total) 38.5 37.3 36.9 28.8 30.1 31.6

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast.



MOROCCO

Table 1 2023
Population, million 37.8
GDP, current US$ billion 144.4
GDP per capita, current US$ 3817.1
National poverty rate® 3.9
Lower middle-income poverty rate ($3.65)° 9.8
Gini index? 40.5
School enrollment, primary (% gross)® 114.2
Life expectancy at birth, years® 75.0
Total GHG emissions (mtCO2e) 93.0

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2022).

b/ Most recent value (2013).

¢/ Most recent WDI value (2022).

Morocco weathered overall well the recent
overlapping economic and climate shocks
thanks to a strong macroeconomic policy
framework and government response. Al-
thoughaprolonged drought will decelerate
the economy in 2024, non-agricultural
GDP isexpected tostrengthen, driven by
export-oriented sectors, construction, and
domestic demand amid easing inflation.
Ongoing reforms promise significant de-
velopment gains, but additional structural
changes are needed to create more good jobs
in the private sector and enhance economic
opportunities for youth and women.

Key conditions and
challenges

Despite a confluence of severe shocks (the
COVID-19 pandemic, a prolonged drought,
a high commodity prices-led inflationary
surge, and a devastating earthquake) Mo-
rocco has demonstrated remarkable eco-
nomic resilience thanks to a strong
macroeconomic policy framework and
proactive government response.

The Moroccan authorities have also re-
sponded to this turbulent period by ad-
vancing reforms that hold the potential
to set the economy on a stronger and
more inclusive long-term development
trajectory. In the human capital sphere,
Morocco is expanding health insurance
coverage, deploying a wide-ranging
cash transfer program, and implement-
ing an education reform to improve
learning outcomes. On the fiscal and
economic management front, the gov-
ernment is advancing a tax reform pro-
gram to bolster domestic revenue mo-
bilization, reducing butane gas subsi-
dies, and implementing an SOE reform
to improve their governance, competi-
tive neutrality, and performance. On cli-
mate adaptation and mitigation, Moroc-
co is deploying large infrastructure in-
vestments to cope with water scarcity
and has committed to ambitious decar-
bonization targets in energy generation.
The government recently pledged to prior-
itize job creation in the years to come as
the labor market remained weak. Reported

inactivity rates have increased by over
8 percentage points over the past two
decades and the unemployment rate re-
mains 4 percentage points higher than
its pre-pandemic level. Durably address-
ing this challenge would require a com-
prehensive strategy to improve the dy-
namism of the private sector and bolster
productivity, address informality, over-
come the low female labor force partici-
pation (19 percent in 2023), and raise the
skills of the workforce.

Recent developments

After expanding by 3.4 percent in 2023,
real GDP growth moderated to 2.5 per-
cent in Q1 2024 due to a 5 percent con-
traction of agriculture as cereal produc-
tion fell by 43 percent amid the drought.
At 3.5 percent, non-agricultural growth
stayed more robust. Domestic demand is
regaining momentum, with private con-
sumption and gross capital formation ex-
panding by 3 and 3.6 percent respective-
ly in Q1 2024, facilitated by a sharp drop
in annual inflation from a peak of 10.1
percent in early 2023 to 1.3 percent in
July 2024. Inflation expectations have al-
so declined, prompting the central bank
to reduce the policy rate by 0.25 ppts to
2.75 percent in July.

Morocco’s external position continues to
strengthen. The current account deficit
narrowed from 3.5 to 0.6 percent of GDP
in 2023 and recorded a surplus in Q1 2024
driven by lower energy prices, robust
growth of phosphates and manufacturing

FIGURE 1 Morocco / Real GDP growth and contributions to
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exports, rebounding tourism inflows and
strong remittances. After a weak 2023, net
FDI flows have more than doubled in the
first five months of 2024, and new large
greenfield projects have been announced,
especially in green hydrogen and the pro-
duction of battery components for electric
vehicles. The exchange rate was overall
stable, and the dollar value of reserves in-
creased by 3 percent in 2024, covering
more than five months of imports.

Morocco has made gradual progress in im-
proving its budgetary situation since the
pandemic, and the fiscal deficit declined
from 54 to 4.4 percent of GDP in
2022-2023. However, despite robust tax
revenues, spending pressures have in-
creased the budget deficit during the first
seven months of 2024. The government has
passed an additional budget appropriation
of 0.9 percent of GDP to finance a salary in-
crease for civil servants and support SOEs.
Recent shocks have had large welfare im-
pacts, especially for poorer rural house-
holds. Official statistics indicate that, in
2022, poverty measured by the national
line was only marginally lower than in
2014 (3.9 vs. 4.8 percent), while social and
spatial welfare disparities increased. Nev-
ertheless, the rise in per capita GDP and
the fall in inflation (particularly for food)

are estimated to have resulted in a modest
reduction of poverty in 2023.

Outlook

Real GDP growth is projected to decline to
2.9 percent in 2024, before accelerating to
3.9 percent in 2025. This fluctuation stems
primarily from the agricultural sector, ex-
pected to contract by 4.6 percent in 2024
and rebound by 8.2 percent in 2025, as-
suming climatic conditions normalize.
Non-agricultural growth is anticipated to
moderately accelerate to 3.7 percent in
2024, driven by the strong performance of
phosphates, export-oriented manufactur-
ing, and a revitalized construction sector,
supported by a new homebuyer assistance
program and declining interest rates, on-
going post-earthquake reconstruction ef-
forts, and preparation for major sport
events (2025 African Cup of Nations and
2030 World Cup). Domestic demand
should strengthen, as FDI and public infra-
structure projects provide additional mo-
mentum for investment while private con-
sumption continues to recover despite a
temporary increase in inflation due to the
butane gas subsidy reform.

The ongoing recovery of domestic demand
and higher agricultural imports are expect-
ed to widen the current account deficit to
1 and 1.4 percent of GDP in 2024 and 2025,
still significantly below historical averages.
FDI inflows are expected to accelerate as
announced greenfield projects continue to
materialize. Spending pressures are ex-
pected to slow the ongoing fiscal consol-
idation process in 2024, but the budget
deficit should fall over the medium-term,
resulting in a moderate decline in the debt
to GDP ratio by 2026.

Poverty is projected to continue declining
in 2024-26 as the economy gains dy-
namism, inflation stabilizes and the gov-
ernment deploys the new cash transfer
program, which could mitigate the impact
of the drought in rural areas. However, en-
rollment of informal workers in the com-
pulsory health insurance scheme is pro-
gressing slowly. As the government aims
to enforce contributions to the system,
some workers (particularly farmers) might
be encouraged to misreport their employ-
ment status, further hindering formaliza-
tion. The ability of Morocco to reduce
poverty and inequality in the longer-term
rests heavily on addressing the structural
constraints to private sector dynamism
and job creation.

TABLE 2 Morocco / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2021 2022 2023 2024e 2025f 2026f

Real GDP growth, at constant market prices 8.2 1.5 3.4 2.9 3.9 3.4
Private consumption 6.8 0.0 3.7 2.6 3.1 2.8
Government consumption 7.2 3.0 4.1 4.5 4.1 3.6
Gross fixed capital investment 7.5 -4.0 1.9 3.9 3.8 4.5
Exports, goods and services 7.9 20.5 8.8 8.7 7.9 8.3
Imports, goods and services 10.4 9.5 7.4 8.2 6.3 7.4
Real GDP growth, at constant factor prices 7.9 1.6 3.2 2.9 3.9 3.4
Agriculture 19.0 -11.8 1.6 -4.6 8.2 0.7
Industry 7.8 -2.7 1.3 3.8 3.3 3.4
Services 5.7 6.8 4.4 3.6 3.4 3.7
Inflation (consumer price index) 1.4 6.6 6.1 1.5 2.7 2.4
Current account balance (% of GDP) -2.3 -3.6 -0.6 -1.0 -1.3 -1.9
Net foreign direct investment inflow (% of GDP) 1.1 1.2 0.2 1.5 1.6 1.7
Fiscal balance (% of GDP) -6.0 -5.4 -4.4 -4.2 -3.8 -3.4
Revenues (% of GDP) 25.3 28.7 28.3 28.8 27.0 26.3
Debt (% of GDP) 69.4 71.5 70.0 68.6 68.2 67.6
Primary balance (% of GDP) -3.7 -3.2 -2.3 -2.1 -1.7 -1.4
International poverty rate ($2.15 in 2017 PPP)*" 1.0 0.9 0.9 0.8 0.7 0.7
Lower middle-income poverty rate ($3.65 in 2017 PPP)*? 7.7 7.5 7.1 6.7 6.1 5.7
Upper middle-income poverty rate ($6.85 in 2017 PPP)a'b 36.9 36.7 35.3 34.1 32.6 31.2
GHG emissions growth (mtCO2e) 7.8 -0.4 0.3 2.3 2.5 2.9
Energy related GHG emissions (% of total) 73.5 73.6 73.5 74.1 74.6 75.3

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast.

a/ Calculations based on 2013-ENCDM. Actual data: 2013. Nowcast: 2014-2023. Forecasts are from 2024 to 2026.
b/ Projection using neutral distribution (2013) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.

MPO @ Oct 24



OMAN

Table 1 2023
Population, million 4.6
GDP, current US$ billion 108.8
GDP per capita, current US$ 23428.5
School enrollment, primary (% gross)? 90.1
Life expectancy at birth, years? 73.9
Total GHG emissions (mtCO2e) 114.6

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent WDI value (2022).

Economic activity continues to perform
well despite OPEC+ oil production cuts,
driven by the expansion of nonhydrocar-
bon activities, notably in construction,
manufacturing, and services, but fiscal
revenues and exports proceeds remain
tied to oil market developments. However,
a commitment to economic diversification
continues to shore up fiscal and external
positions, keeping them in surplus over
the medium term. Employment growth is
driven by female employment, which is
estimated to increase twice the rate ob-
served among men. Downside risks to the
outlook include oil market volatility, cli-
mate change risks, and potential
spillovers from the escalating of conflict
in the Middle East.

Key conditions and
challenges

Under its Vision 2040 development plan,
Oman is determined to diversify its in-
come sources and achieve sustainable de-
velopment. The expansion of nonhydro-
carbon activities has helped supporting
economic activity despite OPEC+ oil pro-
duction cuts, notably in construction, man-
ufacturing, and services.

The utilization of windfall savings to re-
duce public debt in 2023 was an impor-
tant step to bring it down by almost a
half of its peak of nearly 68 percent of
GDP in 2020, thereby improving Oman’s
credit rating, but more efforts are needed
to decouple fiscal revenue from oil pro-
ceeds. In January 2024, Oman Investment
Authority (OIA) launched the “Future
Fund Oman”, worth of US$5.2 billion, to
invest in a wide range of industries, at-
tract foreign investments, and support the
private sector over the next five years,
mainly in tourism, manufacturing, green
energy, and logistics, among other.

The new social protection law, which has
become effective in January 2024, intro-
duced a range of non-contributory social
benefits, underscoring Oman's commit-
ment to supporting its vulnerable popula-
tion despite its increased fiscal burden. In
addition, a series of new measures were
announced in July 2024 to regulate the la-
bor market and boost private-sector em-
ployment among nationals. Key measures
include adding 30 new professions to the

list of jobs reserved for Omani citizens and
providing financial incentives to compa-
nies hiring Omanis, with potential govern-
ment contributions to salaries. This is ex-
pected to help contain the public wage bill,
alleviate budgetary pressures, and address
the high youth unemployment challenge.

Recent developments

Real GDP growth reached 1.7 percent y-
o-y during Q1 2024 supported by non-
oil activities, which grew by 4.5 percent,
reflecting strong performance of agricul-
ture, refined petroleum products, and
services sector (particularly transporta-
tion and storage). However, oil activity
contracted by 3.3 percent reflecting the
adjustment to OPEC+ quotas. Average
headline inflation slightly inched up by
an average of 1.6 percent y-o-y during
the first seven months of 2024, signaling
higher prices of food and non-alcoholic
beverages groups and miscellaneous
goods and services, up by 3 and 3.2 per-
cent y-o-y, respectively.

Fiscal revenues declined by 0.4 percent in
July-2024 y-o-y, largely attributed to the
decline in gas revenue (down by 18 per-
cent). The latter is due to the adopted
for collecting gas revenue starting from
2023. It is now reported net of the cost of
gas purchase and transportation, as gas-
related operations were hived off to In-
tegrated Gas Company. This contraction
in gas activity was partially offset by a
9 percent rise in oil revenues. On the
other hand, public spending increased by

I
FIGURE 2 Oman / General government operations

FIGURE 1 Oman / Real annual GDP growth
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4.3 percent during the same period, re-
flecting a 33 percent and 46 percent y-
o-y increase in development expenditures
and other expenses, respectively. Accord-
ingly, Oman’s overall fiscal surplus nar-
rowed to 0.9 percent of GDP in July-2024,
down from 1.7 percent of GDP during the
same period of 2023. Public debt stood
at RO14.4 billion (US$37.5 billion) by end
of June-2024, declining from 36.5 percent
of GDP by end 2023 to 33.9 percent of
GDP during the first half of 2024, and un-
derscoring the authorities” commitment to
containing public debt.

The trade balance recorded a surplus of
US$9.5 billion (8.6 percent of GDP) during
H1-24, as hydrocarbon and non-hydrocar-
bon exports increased by 5.3 and 8.1 per-
cent y-o-y, respectively. Gross foreign as-
sets remain sizable at US$18.2 billion by
end-June 2024 (up by US$1.1 billion y-o-y).
Overall, employment increased by about
2.5 percent in 2023 y-o-y, and is pro-
jected to increase at about the same rate
(2.4 percent) in 2024. Past and projected
employment growth is driven by female
employment that is estimated to increase
at twice the rate observed among men.
The National Strategy for the Advance-
ment of Omani Women aims to support
women in the workforce and includes
measures to promote women’s education,
skills training, and career development,
as well as initiatives to support women
entrepreneurs and business owners. The
rate of job seekers is estimated at 3.1 per-
cent in May 2024, down from 3.6 percent

in May 2023. Although the rate among
women ages 25-29 was the highest at
22.2 percent in May 2024, it posted a
reduction of almost 4 percentage points
relative to the same month of 2023.

Outlook

Oman’s economic growth is expected to
decelerate in the short-term but later accel-
erate. More specifically, real GDP growth
is projected to reach 0.7 percent in 2024,
impacted by the extension of oil produc-
tion cuts. Nonhydrocarbon growth will
remain robust expanding at an estimated
2.6 percent on continued reforms and in-
vestment projects but remains insufficient
to drive an overall acceleration in GDP
growth. Growth is however expected to
accelerate during 2025-26 (to 2.7 and 3.2
percent, respectively), driven by a recov-
ery in oil and gas production as Dugm
refinery reaches its full capacity, and sup-
ported by a rebound in agricultural and
construction activities and a robust ser-
vices sector. Inflation will remain con-
tained at an average of 1.3 percent over
2024-26, reflecting the peg to a strong U.S.
dollar, and the cap on fuel prices.

Comfortable hydrocarbon revenues, in-
creased nonhydrocarbon revenues, and
prudent fiscal discipline are expected to
keep fiscal balance in surplus in the medi-
um-term. Overall fiscal balance is expect-
ed to record a surplus of 4.5 percent of

GDP in 2024, marking a decline from
the previous year due to higher social
spending. The fiscal surplus will remain
around 4 percent of GDP during 2025-26,
in line with oil prices projections. Accord-
ingly, public debt is expected to continue
its downward trajectory over the medium
term with continued net repayments.
Similarly, the current account is estimated
to register a surplus of 1.7 percent of
GDP in 2024, mainly supported by non-
hydrocarbon export revenues. It is expect-
ed to remain in surplus in 2025-26 sup-
ported by solid nonhydrocarbon exports.
This will help Oman rebuild its foreign
reserves and improve the country’s re-
silience against external shocks.
Downside risks for Oman stem from the
volatility of oil prices, and global energy
transition which could pose significant
challenges to fiscal and external balances,
increase gross financing needs, and dis-
rupt the government’'s reform program.
The implementation of the new social
protection law which includes large ben-
efits of some programs, will entail a fiscal
burden on the budget in 2024. Geopo-
litical risks associated with a potential es-
calation of the conflict in the Middle East
add new uncertainties related to oil price
volatility and disruptions in supply chains.
On the upside, additional fiscal and diver-
sification measures, accelerating produc-
tion at the Dugm refinery project, and in-
creased foreign direct investments from re-
gional partners, would spur growth and
strengthen fiscal and external positions.

TABLE 2 Oman / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2021 2022 2023 2024e 2025f 2026f

Real GDP growth, at constant market prices 2.6 9.6 1.3 0.7 2.7 3.2
Private consumption 1.7 9.0 2.8 2.4 3.3 3.1
Government consumption 5.3 4.0 1.7 2.1 2.3 2.1
Gross fixed capital investment -15.7 2.5 3.1 3.7 4.2 4.4
Exports, goods and services 12.2 16.5 1.1 0.7 3.3 3.0
Imports, goods and services 13.3 19.6 3.8 3.3 3.7 3.3
Real GDP growth, at constant factor prices 2.7 9.6 1.7 0.7 2.7 3.2
Agriculture 9.5 -8.5 6.9 -4.5 1.5 1.4
Industry 1.2 9.4 0.1 -2.3 2.1 2.3
Services 4.2 10.8 3.4 4.5 3.5 4.2
Inflation (consumer price index) 1.7 2.5 0.9 1.0 1.4 1.6
Current account balance (% of GDP) -5.5 5.1 1.4 1.7 2.7 2.3
Net foreign direct investment inflow (% of GDP) 4.2 3.9 5.6 3.5 3.6 3.8
Fiscal balance (% of GDP) -3.2 10.1 6.6 4.5 3.8 4.0
Revenues (% of GDP) 33.3 40.5 32.9 32.3 31.3 30.7
Debt (% of GDP) 61.3 40.1 36.5 35.6 35.0 34.7
Primary balance (% of GDP) 0.0 12.6 9.1 7.1 6.4 6.6
GHG emissions growth (mtCO2e) 6.6 6.3 4.7 3.4 4.3 0.5
Energy related GHG emissions (% of total) 68.1 69.3 70.2 70.7 71.5 71.2

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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PALESTINIAN
TERRITORIES

Table 1 2023
Population, million 5.2
GDP, current US$ billion 17.4
GDP per capita, current US$ 3372.3
National poverty rate® 32.8
Gini index® 32.5
School enroliment, primary (% gross)b 91.8
Life expectancy at birth, years® 73.4

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2023).
b/ Most recent WDI value (2022).

One year since the outbreak of the Middle
East conflict, centered in Gaza, the Pales-
tinian territories have experienced a his-
toric economic decline. In Gaza, the econ-
omy has plunged into the deepest reces-
sion ever recorded for the Strip, as the
conflict has led to a near complete halt of
economic activity. The knock-on effects
in the West Bank have been severe due
to massive job losses, shrinking con-
sumption, and a deepening fiscal crisis
for the Palestinian Authority (PA). The
outlook heavily hinges on the conflict’s
evolution and extent of movement and
access restrictions imposed by Israel.

Key conditions and
challenges

Between 2017 and 2022, the Palestinian
real GDP grew by a mere 0.6 percent
annually. Economic potential has been
heavily curtailed by the restrictions relat-
ing to the Israeli occupation of the West
Bank and a near-blockade of Gaza. Ac-
cording to the Government of Israel, re-
strictions are in place to enhance the se-
curity of Israel and its citizens. A com-
bination of depressed aid inflows,
COVID-19, low private capital attraction,
incomplete reform efforts by the PA,
and the divide between the West Bank
and Gaza, further stifled the economy.
Amid sluggish growth, high unemploy-
ment, dwindling aid, and lack of tradi-
tional economic policy instruments, the
fiscal situation in the Palestinian territo-
ries has progressively deteriorated.

The conflict has worsened income per
capita disparities across the territories.
In 2023, GDP per capita in Gaza was
US$1,087-a fifth of the West Bank's at
US$5,081. Recent World Bank data show
an 11 percent drop in the Palestinian
Gross National Income (GNI) per capita
in 2023, which shifted the territories’ in-
come classification from higher-middle
income status—prior to the conflict-to
lower-middle income. Poverty has fol-
lowed a similar trend as according to
the national household survey from
2016/17, almost half of the Gaza pop-
ulation lived below the upper-middle

income poverty line ($6.85 2017 PPP a
day), compared to less than 10 percent
in the West Bank.

Recent developments

Since the conflict’s outbreak, the Pales-
tinian economy has dramatically plum-
meted. According to the Palestinian
Central Bureau of Statistics (PCBS), after
a 29 percent year-on-year (y-o-y) con-
traction in Q4 of 2023, the territories
registered their largest decline on record
in Q1 of 2024, with real GDP declining
by 35 percent.

In Gaza, an almost complete halt to eco-
nomic activity is reflected in a stagger-
ing 86 percent GDP drop in Q1 2024.
Consequently, the share of the Strip’s
economy in the Palestinian economy has
fallen from 17 percent (prior to the con-
flict) to less than 5 percent currently. In
parallel, the shock in the West Bank was
largely triggered by tighter restrictions
on movement within cities and denied
access for Palestinian commuters to the
Israeli labor market and more recent-
ly an Israeli military operation in the
North of the West Bank. This, coupled
with increased withholdings by Israel
on clearance revenues payable to the
PA, escalated an already dire fiscal cri-
sis, and contributed to causing a 25 per-
cent GDP contraction in the West Bank
in Q1 2024 (y-o-y).

In August 2024, prices in Gaza almost
stabilized with the consumer price infla-
tion (CPI) increasing by 2.0 percent only,

FIGURE 1 Palestinian territories / Real GDP growth and
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month-on-month, due to larger aid pro-
visions. But, on a yearly basis, it soared
by 248 percent, reflecting major supply
chain disruptions. In the context of wide-
spread essential goods shortages, most
Gazan households have experienced a
massive crunch in their purchasing abili-
ty, regardless of their financial means. In
the West Bank, price trends continue to
be relatively stable, with the CPI for Au-
gust 2024 being only 1.6 percent higher
than the previous month.

The PA’s fiscal crises escalated in 2024, as
Israel increased deductions from revenues
that are payable to the PA (clearance rev-
enues), which represent the PA’s main
source of income. Since October 2023,
these transfers have roughly halved, and
were fully halted for a couple of months
in mid-2024 until being resumed on June
30, 2024. This, on top of the natural de-
cline in revenues given the economic con-
traction and the low levels of aid, forced
the PA to further delay and reduce salary
payments to an average of 60-70 percent,
since October 2023. Official data by the
PA Ministry of Finance (MoF) for the first
six months of 2024 indicate that their fi-
nancing need, after aid and considering
clearance revenue deductions, reached
US$803 million. This gap was mostly
filled with borrowing from domestic
banks and arrears to the private sector,

public employees, and the pension fund.
On the upside, various development part-
ners—especially the EU and the World
Bank-recently signaled large increases in
financial aid flows, over the short term,
which could help cover a portion of the
fiscal deficit.

The ongoing conflict in Gaza and the
economic contraction in the West Bank
have had a severe impact on an already
weak labor market. Based on a recent
report by the PCBS and the Internation-
al Labor Organization (ILO), it is esti-
mated that unemployment in the Pales-
tinian territories exceeded 50 percent
in June 2024-the highest on record. In
Gaza, unemployment soared to 79 per-
cent, while in the West Bank it was es-
timated at 35 percent due to the abrupt
loss of commuters’ jobs in Israel and the
settlements as well as job losses in the
local economy.

The sharp contraction of GDP per capita
will result in a rapid increase in the
poverty rate. The national poverty rate
at the international line of $6.85 a day is
estimated to have stood at around 25.5
percent in 2022. The conflict pushed this
up to almost 30 percent in 2023, with
the expectation that this will have in-
creased further to around 35.5 percent
in 2024-by far the highest it has been in
at least 20 years.

Outlook

Fixed asset losses will limit economic ac-
tivity in Gaza at least for the medium term.
Workers’ mobility within the West Bank
and to the Israeli market will largely shape
growth outcomes in the West Bank. The
Palestinian economy is expected to con-
tract by 17 percent in 2024. Assuming that
reconstruction efforts start in 2025, growth
should start its rebound, while GDP levels
arenotanticipated to recover to the pre-con-
flict baseline any time soon. Consequently,
the poverty rate is expected to remain
high, exceeding 30 percent, in the outlook.
On the fiscal front, an increase in clearance
revenue transfers to pre-conflict levels is as-
sumed, aswell asa gradual uptickindomes-
tically managed taxes, reflecting rebound-
ing economic activity. This will drive rev-
enues up, improving the fiscal deficit over
the medium term. However, these assump-
tions are subject to extreme uncertainty.
Downside risks remain elevated. The
severity of the economic contraction will
hinge on the evolution of the conflict and
the resolution of the clearance revenues
dispute. Absent a cessation of the hostili-
ties and a substantial increase in external
aid, the risks of disorderly fiscal adjust-
ments cannot be excluded.

TABLE 2 Palestinian territories / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2021 2022 2023 2024e 2025f 2026f

Real GDP growth, at constant market prices 7.0 4.1 -5.4 -17.1 5.5 4.2
Private consumption 7.5 17.7 -3.8 -7.0 4.6 3.7
Government consumption 10.3 -9.3 -7.0 -22.4 6.5 4.3
Gross fixed capital investment 13.7 12.2 -3.4 5.0 7.0 2.7
Exports, goods and services 17.3 5.9 5.7 4.6 5.0 2.7
Imports, goods and services 14.8 19.7 3.0 12.4 5.0 2.7
Real GDP growth, at constant factor prices 6.2 1.4 -6.0 -17.1 5.5 4.2
Agriculture -0.7 -5.6 -11.5 -15.0 7.0 8.0
Industry 4.5 3.5 -8.6 -13.0 2.8 2.7
Services 7.5 1.6 -4.7 -18.4 6.1 4.2
Inflation (consumer price index) 1.2 3.7 5.9 35.8 2.5 2.2
Current account balance (% of GDP) -9.8 -10.6 -16.6 -18.1 -17.9 -16.7
Net foreign direct investment inflow (% of GDP) 1.6 2.0 0.6 -1.5 -1.2 -1.2
Fiscal balance (% of GDP) -5.8 -1.8 -3.9 -12.0 -8.7 -8.5
Revenues (% of GDP) 25.0 27.2 26.9 17.9 21.2 21.5
Debt (% of GDP) 56.0 53.1 58.4 68.8 72.7 76.9
Primary balance (% of GDP) -5.1 -1.1 -3.3 -11.2 -7.9 -7.6
International poverty rate ($2.15 in 2017 PPP)a'b 0.8 0.8 1.0 1.5 1.4 1.4
Lower middle-income poverty rate ($3.65 in 2017 PPP)*" 4.5 4.5 5.7 9.4 8.8 8.5
Upper middle-income poverty rate ($6.85 in 2017 PPP)*" 26.1 25.4 29.1 39.6 38.6 37.7

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast.

a/ Calculations based on 2016-PECS. Actual data: 2016. Nowcast: 2017-2023. Forecasts are from 2024 to 2026.
b/ Projection using neutral distribution (2016) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.

MPO @ Oct 24



QATAR

Table 1 2023
Population, million 3.1
GDP, current US$ billion 213.0
GDP per capita, current US$ 69542.5
School enrollment, primary (% gross)? 102.1
Life expectancy at birth, years? 81.6
Total GHG emissions (mtCO2e) 125.4

Source: WDI, Macro Poverty Outlook, and official data.
a/ WDI for School enroliment (2020); Life expectancy
(2022).

Qatar’s non-hydrocarbons sector contin-
ues to spearhead diversification efforts,
bolstered by the implementation of the
Third National Development Strategy
(NDS3) and the promotion of services,
including tourism and knowledge-based
sectors. Nevertheless, economic growth is
expected to be modest in 2024-25, affected
by the hydrocarbon output that is expect-
ed to remain stagnant until a significant
liquefied natural gas (LNG) expansion in
2026. External and fiscal surpluses are
projected to persist in the medium term,
supported by the North Field LNG ex-
pansion. Key challenges emanate from the
escalating geopolitical tensions and
volatile energy prices.

Key conditions and
challenges

A rapidly expanding non-hydrocar-
bons sector underscores Qatar’s com-
mitment to long-term economic di-
versification, supported by the Third
National Development Strategy
(NDS3) launched in January 2024 to
accelerate progress toward Qatar Na-
tional Vision 2030. Tourism plays a
pivotal role in this diversification,
with a rapid annual increase in vis-
itor numbers. Additionally, Qatar is
prioritizing the information technol-
ogy sector, targeting a 50 percent
growth by 2024, supported by near-
comprehensive broadband and 5G
coverage. The imminent launch of
the National Health Strategy
2024-2030 will further reinforce the
goals of NDS3. The Qatar Investment
Authority (QIA), the world’s eighth-
largest sovereign wealth fund, is ex-
panding investments in technology,
healthcare, aerospace, and energy
transition while shifting focus to In-
dia, China, and Southeast Asia, dri-
ven by Asia's strong growth projec-
tions for 2024.

However, challenges persist, including
volatile hydrocarbon prices, geopolitical
tensions, and risks associated with
growing reliance on China as a princi-
pal trade partner, which could expose
Qatar to economic disruptions if China’s
economy weakens.

Recent developments

Economic growth in Qatar has remained
muted following the fading impact of the
2022 FIFA World Cup, with a 1.2 percent
increase in 2023. The hydrocarbon sector
expanded by 1.4 percent, while the non-
hydrocarbon sector grew by 1.1 percent,
with notable gains in transportation, ac-
commodation, and food services, high-
lighting the lasting benefits of the World
Cup on tourism. High-frequency data in-
dicates a strong start for non-hydrocarbon
activities in 2024, with the PMI reaching
55.9 in June—the highest since July
2022 —underpinned by a thriving tourism
sector. Bolstered by the AFC Asian Cup,
visitor numbers surged by 28 percent in
the first half of 2024, reaching 2.6 million in
H1-2024. A simplified visa regime and di-
verse offerings also contributed to Qatar’s
record-high tourist numbers. Additionally,
Qatar has expressed its intention to bid for
the 2036 Summer Olympic Games, rein-
forcing its global sporting ambitions. In the
hydrocarbon sector, despite global chal-
lenges in the natural gas market due to dis-
ruptions from shipping attacks in the Red
Sea and the ongoing Russia-Ukraine con-
flict, Qatar's LNG production expansion is
expected to yield long-term benefits. Qatar
has secured offtake agreements with firms
in Germany, France, and Italy, with several
contracts extending to mid-century. Addi-
tionally, Qatar is forging new trade rela-
tions with growth markets in East and
South Asia, exemplified by two new
10-year naphtha supply agreements with

I
FIGURE 2 Qatar / Fiscal balance
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Japan and India signed in June 2024. In-
flation has decelerated to 1.5 percent in
H1-2024, the lowest since 2020, supported
by government subsidies, the delayed im-
pact of past interest rate hikes, and lower
global food prices.

Lower global LNG prices resulted in a
shrinking fiscal surplus as oil and gas
revenue dropped by 15 percent y-o-y in
H1-2024, coupled with lower non-oil re-
ceipts. However, the large influx of
tourists continues to boost services export
revenues, resulting in a slightly wider
current account balance from US$7 billion
in Q4 2023 to US$9.4 billion in Q1 2024.
International reserves and foreign curren-
cy liquidity remain robust, reaching QAR
252.3 billion (US$69.3 billion) in August
2024 —covering 15.5 months of imports
and growing by 4 percent compared to
August 2023.

Key labor market indicators remained sta-
ble in 2023 relative to 2022: the unem-
ployment rate was stable at 0.13 percent
and the employment-to-population ratio
at 88.7 percent with modest improvement
among both men and women (ILO). In
2024, total employment is projected to in-
crease by 1 percent relative to 2023 on

average, with the largest growth expected
to take place among women (2.4 percent
compared with 0.8 percent among men).
The total number of unemployed is also
expected to rise by 4.5 percent in 2024 and
to reach 0.134 percent as a share of the la-
bor force. The overall increase is ascribable
to the dynamic projected for women that
will further contribute to widen the gender
gap, particularly among the youth.

Outlook

Economic growth in Qatar is expected to
be subdued in 2024-25 as output in the hy-
drocarbons sector remains flat ahead of a
planned major (85 percent) expansion in
LNG production by 2026. This expansion
is set to reestablish Qatar as the world’s
leading LNG producer, making the energy
sector a key long-term growth driver. Real
GDP growth in Qatar is expected to
strengthen slightly, to an average of 2.4
percent in 2024-25, until it jumps to 5.5
percent in 2026, primarily on account of
the increased gas capacity. Non-hydrocar-
bon growth is projected to stay strong

at 2.3 percent in 2024, supported by new
infrastructure projects, an expanding man-
ufacturing sector, and a rapidly growing
tourism industry. The hydrocarbon sector
is expected to remain at 1.5 percent in 2024
due to capacity constraints, but a signifi-
cant boost is anticipated between Q4 2025
and 2027 with the North Field expansion.
Inflation is expected to remain stable at
around 1.6 percent in 2024-25, contained
by generous fuel and food subsidies,
cheaper imports, and monetary tightening.
Despite further moderation in global en-
ergy prices, Qatar’s fiscal and current ac-
count balances are expected to remain in
surplus over the coming years. The fiscal
surplus is projected to narrow to 4.4 per-
cent of GDP in 2024-25, influenced by ca-
pacity constraints in LNG production and
declining energy prices. The long-delayed
implementation of value-added tax (VAT),
anticipated in 2025, can help mitigate some
reductions in hydrocarbon revenues and
support fiscal stability. Similarly, the cur-
rent account surplus is expected to narrow
in the short to medium term but should
remain robust at 14.5 percent in 2024,
buoyed by strong energy and services
(tourism) exports.

TABLE 2 Qatar / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2021 2022 2023 2024e 2025f 2026f

Real GDP growth, at constant market prices 1.6 4.2 1.2 2.0 2.7 5.5
Private consumption 3.4 5.2 1.8 3.5 3.5 4.3
Government consumption 2.8 4.1 1.2 1.2 1.8 2.3
Gross fixed capital investment 2.3 3.1 1.4 2.2 2.1 2.4
Exports, goods and services 2.4 4.7 2.0 2.7 3.6 7.2
Imports, goods and services 4.7 6.5 4.1 4.7 3.9 3.8
Real GDP growth, at constant factor prices 1.6 4.2 1.2 2.0 2.7 5.5
Agriculture 0.5 6.7 1.5 2.1 2.4 2.9
Industry 0.7 4.2 1.2 2.0 3.3 7.0
Services 3.5 4.1 1.3 2.0 1.3 2.4
Inflation (consumer price index) 2.3 5.0 3.1 1.3 1.9 1.9
Current account balance (% of GDP) 14.6 26.8 17.1 14.5 14.1 15.5
Net foreign direct investment inflow (% of GDP) -0.7 -1.0 -0.1 -0.7 -0.6 -0.5
Fiscal balance (% of GDP) 0.2 10.4 5.6 4.2 4.6 6.0
Revenues (% of GDP) 29.7 34.7 32.8 27.8 28.5 29.5
Debt (% of GDP) 58.6 42.5 44.2 37.1 35.7 32.2
Primary balance (% of GDP) 1.5 11.7 6.9 5.3 5.7 7.1
GHG emissions growth (mtCO2e) 1.4 3.3 0.9 1.9 2.2 4.0
Energy related GHG emissions (% of total) 71.1 71.9 72.1 72.6 73.2 74.3

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast.



SAUDI ARABIA

Table 1 2023
Population, million 36.9
GDP, current US$ billion 1069.0
GDP per capita, current US$ 28934.7
School enrollment, primary (% gross)? 102.7
Life expectancy at birth, years? 77.9
Total GHG emissions (mtCO2e) 790.4

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent WDI value (2022).

Economic growth continues to be sup-
pressed by the extended oil output cuts
but is projected to gradually pick up in
FY2025 given a likely increase in oil
production starting in 2025. The non-oil
sector is estimated to grow at a stable
rate. The fiscal, monetary, and external
sectors are healthy with low fiscal deficit
and inflation, and a current account sur-
plus. Geopolitical uncertainty (and the
impact on oil demand and prices), lack of
productivity growth, and fiscal risks of
domestically financed megaprojects are
the main downside risks.

Key conditions and
challenges

Saudi Arabia is implementing a bold eco-
nomic diversification agenda of Vision
2030 to reduce its dependence on oil. As
a result, the share of non-oil activities in
GDP has increased from around 65 to
67 percent between 2016 and 2023. How-
ever, this improvement has been partly
driven by reduced oil production rather
than exceptional non-oil growth. Since
2016, the oil sector has not grown on av-
erage while the non-oil sector grew by an
average of 2.2 percent.

Three key challenges can impede the coun-
try’s goals of economic diversification.
First, Saudi Arabia witnessed a decline in
economic productivity levels in recent
years, implying a decline in the efficiency
of using factors of production (labor and
capital) for production. Since 2016, Total
Factor Productivity has declined by 1.6 per
annum on average. Firm-level data from
the World Bank Enterprise Survey reveals
even larger productivity gaps, underscor-
ing a substantial drag on growth.

Second, the economic diversification
agenda relies heavily on domestic financ-
ing through its US$925 billion Sovereign
Wealth Fund (SWF)—the Public Invest-
ment Fund (PIF)—which has seen a
sharp increase in domestic investments
from 67 to 76 percent of total assets be-
tween 2022 and 2023. While utilizing the
PIF to finance development helps offset-
ting the weak foreign direct investment

(FDI) inflows, it introduces fiscal risks
in the form of (i) undermining the SWF
core macro-stabilization function, and (ii)
a potential misallocation of capital to-
wards projects that may not yield an ade-
quate risk-adjusted return on investment.
Finally, the uncertain regional context
with the conflict in the Middle East, car-
ries a risk of spillover into a broader re-
gional conflict. While a broader conflict
could drive up oil prices and generate
fiscal windfalls, a negative impact could
materialize through other channels in-
cluding a likely increase in logistics costs,
economic downturn in trading partners,
and deterred foreign investment.

Recent developments

Economic activity contracted in real terms
by 0.4 percent (y/y) in Q2-2024, driven by a
contraction of the oil sector by 8.5 percent.
Oil production averaged at 8.9 million
bpd during January-July, driving down
overall growth forecasts. Conversely, and
a testament to the diversification efforts
undertaken over the past few years, the
non-oil private sector experienced strong
growth of 4.4 percent (y/y), driven pri-
marily by a robust service sector growth
(+5 percent). The wholesale, restaurant,
and hotel sector led with 5.9 percent (y/
y) growth, reflecting robust tourism, fol-
lowed by the transport and communica-
tion sector at 4.9 percent (y/y).

On the fiscal side, ample fiscal buffers
exist despite a widening deficit during
Q1 and Q2-2024, respectively. The deficit

FIGURE 1 Saudi Arabia / Annual real GDP growth

FIGURE 2 Saudi Arabia / Central government operations
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expansion is primarily due to increased
government spending, with municipal
services seeing the largest rise at 116 per-
cent in H1 2024, driven by Saudi Ara-
bia’s enhanced financial support for lo-
cal services and infrastructure. Public ad-
ministration followed with a 30 percent
increase in spending.

On the monetary side, CPI inflation re-
mains contained at 1.5 percent in July 2024
(down from 2.5 percent in 2022), support-
ed by the local currency peg to the U.S.
dollar and despite large public spending.
However, while overall inflation is sub-
dued, the housing sector witnessed much
higher inflation at 9.3 percent in July. The
food and beverage sector recorded a mod-
est increase of 0.4 percent, and the trans-
port sector experienced the largest defla-
tion, at 3.5 percent.

The trade balance deteriorated owing to
investment-driven increases in imports.
This, in addition to lower proceeds and
heightened volatility in oil exports result-
ed in a narrower current account surplus
of 2.8 percent of GDP in Q1-2024, down
from 5.6 percent of GDP in Q1-2023.

Labor market outcomes remain stable
but mixed, with a decline in both the
unemployment rate and the labor force

participation rate. The unemployment rate
declined to 3.5 percent in Q1-2024 (relative
to 4.2 percent in Q1-2023). The overall la-
bor force participation rate declined to 66
percent in Q1-2024, down from 66.9 per-
cent in Q1-2023, with the decline largely
ascribable to non-Saudi women. The de-
cline among non-Saudi women is also ex-
plaining the lower employment-to-popu-
lation ratio between Q1-2023 and Q1-2024,
while the ratio among Saudi women in-
creased to 30.7 percent (+1 percentage
point) over the same period. The number
of Saudis working in the private sector in
Q1-2024 is estimated at 2.3 million up from
2.2 million in Q1-2023, while employment
of non-Saudi nationals increased to 8.5
million relative to 7.7 million a year before.

Outlook

GDP growth forecast for 2024 has been
revised downward to 1.6 percent due to
lower-than-expected oil production but is
still an improvement from the contraction
of 0.8 percent in 2023. Growth is expected
to rebound to an average of 4.9 percent
in 2025-2026 as oil production increases.

The oil production quota is expected to
increase from the current cap of 8.9 mil-
lion bpd to 9.98 million bpd during 2025
as announced by OPEC+. This is forecast
to boost oil GDP growth by 6.6 and 5.1
percent for 2025 and 2026 respectively,
reversing an estimated contraction of 4.5
percent in 2024.

The non-oil sector is estimated to main-
tain steady growth in the coming years.
The services sector, critical to Saudi Ara-
bia’s economic diversification agenda, is
expected to grow at a stable average rate
of 5.8 percent in 2024-2026. The anticipat-
ed increase in oil production is also ex-
pected to strengthen the external sector
in 2025-2026. The current account surplus
is projected to increase from 3.0 percent
of GDP in 2024 to 4.8 and 6.7 percent of
GDP in 2025 and 2026, respectively. The
fiscal and monetary sectors are estimat-
ed to stay stable over the next two years,
assuming no significant external shocks.
The planned increase in oil production in
2025-26 is likely to keep the fiscal deficit
within reasonable bounds between -1.8
and -2.2 percent of GDP and a low av-
erage debt-to-GDP ratio of 28.1 percent
over the period. Inflation is also projected
to remain stable in the coming years.

TABLE 2 Saudi Arabia / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2021 2022 2023 2024e 2025f 2026f

Real GDP growth, at constant market prices 5.1 7.5 -0.8 1.6 49 4.8
Private consumption 9.5 4.9 5.3 3.3 3.0 3.1
Government consumption 0.8 9.3 5.7 0.7 4.9 3.5
Gross fixed capital investment 10.5 21.3 5.3 5.0 5.0 5.0
Exports, goods and services 5.6 20.5 -6.5 -3.8 7.0 6.7
Imports, goods and services 8.3 12.4 9.9 4.3 5.0 4.0
Real GDP growth, at constant factor prices 4.6 8.2 -1.4 1.7 5.0 4.9
Agriculture 2.2 4.0 4.1 2.0 2.0 2.0
Industry 1.7 12.4 -6.0 -2.3 3.7 3.5
Services 7.6 4.5 2.9 5.3 6.1 6.1
Inflation (consumer price index) 3.1 2.5 2.3 2.1 2.3 2.2
Current account balance (% of GDP) 4.8 13.7 4.0 3.0 4.8 6.7
Net foreign direct investment inflow (% of GDP) -0.2 0.1 -1.2 -1.1 -1.1 -1.1
Fiscal balance (% of GDP) -2.2 2.5 -2.0 -2.0 -1.8 -2.2
Revenues (% of GDP) 29.5 30.5 30.2 30.3 30.3 30.2
Debt (% of GDP) 26.9 23.8 26.2 27.7 27.6 29.1
Primary balance (% of GDP) -1.4 3.2 -1.1 -1.1 -0.9 -1.2
GHG emissions growth (mtCO2e) 3.1 3.6 4.4 -1.7 0.2 3.2
Energy related GHG emissions (% of total) 68.6 68.5 68.6 66.8 65.4 65.1

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast.



SYRIAN ARAB
REPUBLIC

Table 1 2023
Population, million 23.2
GDP, current US$ billion 17.5
GDP per capita, current US$ 753.6
International poverty rate ($2.15)% 24.8
Lower middle-income poverty rate ($3.65)° 67.0
School enrollment, primary (% gross)® 79.6
Life expectancy at birth, yearsb 72.3
Total GHG emissions (mtCO2e) 48.6

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2022), 2017 PPPs.
b/ Most recent WDI value (2022).

Macroeconomic conditions in Syria have
worsened further due to prolonged armed
conflict, low crop production, soaring
food prices, and diminished humanitarian
aid and fiscal subsidies. Subject to extra-
ordinarily high uncertainty, real GDP is
projected to contract by 1.5 percent in
2024 and 1.0 percent in 2025, extending
the 1.2 percent decline in 2023. Consis-
tent with a continued decline in per-capi-
ta GDP, extreme poverty is forecast to in-
crease to 28.8 percent in 2023, 33.1 per-
cent in 2024 and 37.4 percent in 2025.

Key conditions and
challenges

The Syrian Conflict continues to be the
deadliest conflict of this century. Between
2011 and 2023, Uppsala Conflict Data
Program (UCDP) recorded more than
409,000 battle-related deaths in Syr-
ia—more than any other conflict of the
past three decades. With no prospects of
an imminent political settlement, the Syr-
ian conflict has become one of the most
protracted conflicts in recent history.

A decade of conflict has had devastating
economic and social consequences for Syr-
ia. According to official statistics, Syria’s
gross domestic product (GDP) shrank by
53 percent between 2010 and 2022. Night-
time light (NTL) data, a proxy of economic
activity, suggests a significantly larger im-
pact from the conflict: an 84 percent con-
traction in economic activity from 2010 to
2023. The Syrian conflict has further trig-
gered one of the largest waves of displace-
ment since World War II. By the end of
2023, more than half of Syria’s pre-conflict
population remains displaced, including
7.2 million internally displaced persons
(IDPs) and 6.5 million refugees abroad.
The conflict has weakened Syria’s capaci-
ty to absorb external economic shocks. In
recent years, the economy has faced mul-
tiple external shocks, including spillover
effects from economic crises in neighbor-
ing Lebanon and Turkiye starting in late
2019; the COVID-19 pandemic and sub-
sequent cholera outbreak; the spike in

global commodity prices following the
war in Ukraine; the February 2023 earth-
quakes in Syria and Turkiye; and more
recently, the increased attacks and trade
disruptions related to the ongoing Mid-
dle East conflict since October 2023.

In 2022, almost 25 percent of the Syrian
population lived in extreme poverty. This
increase in extreme poverty, which was
almost non-existent before the war, has
been driven by significant increases in
the cost of living coupled with continued
deterioration in economic conditions. A
full two-thirds of the population (67 per-
cent) lived under the lower middle-in-
come poverty line in 2022, equivalent to
approximately 14.5 million Syrians.

Recent developments

The conflict in Syria has intensified further.
The Armed Conflict Location and Event
Data Project (ACLED) recorded 3,429 con-
flict-related deaths and 8,065 violent
events in the first seven months of 2024,
an increase of 7 and 38 percent, respective-
ly, compared to the same period in 2023.
The intensified conflict in Syria includes an
escalation of military operations in north-
east Syria that have targeted critical infra-
structure, as well as increased attacks and
airstrikes in the Syrian desert, southern
Syria, and the Damascus region.

Macroeconomic conditions in Syria contin-
ue to deteriorate. Wheat and olive crop
production, two of Syria’s most vital agri-
cultural products, has fallen by around a
quarter in 2024, driven by heatwaves,

FIGURE 1 Syrian Arab Republic / Inflation and exchange
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droughts, and shortages of agricultural in-
puts. Although the Syrian pound has sta-
bilized somewhat after years of sharp de-
preciation, by June 2024, it had lost nearly
69 percent of its value in the parallel mar-
ket compared to one year ago. Over the
same period, food prices, as proxied by
the World Food Programme’s (WFP) min-
imum food basket price index, were 82
percent higher than in the previous year,
reflecting the combined impact of local
currency devaluation and cuts in food
and fuel subsidies.

Aid flows to Syria have declined, and ac-
cess to humanitarian assistance has be-
come more challenging. According to the
UN Financial Tracking Service (FTS), only
US$767 million in funding was received
for humanitarian assistance within Syria
during the first eight months of 2024—a 66
percent drop compared to the same peri-
od last year. As of August 2024, the Hu-
manitarian Response Plan for Syria is just

26 percent funded, falling far short of the
required US$4 billion. According to the
REACH Humanitarian Situation
Overview in Syria (HSOS) surveys, by
June 2024, humanitarian aid access, espe-
cially for food, has notably declined in
northern Syria compared to a year ago.

Outlook

Syria’s protracted economic contraction is
projected to extend into 2025 due to a mul-
titude of challenges stemming from con-
flicts both within Syria and across the re-
gion. Subject to extraordinarily high uncer-
tainty, real GDP is projected to contract by
1.5 percent in 2024 and 1.0 percent in 2025,
extending the 1.2 percent decline in 2023;
this projection assumes that the region-
al conflict will remain largely contained
over the coming year. Consistent with a

continued decline in per-capita GDP, ex-
treme poverty is forecast to increase to 28.8
percent in 2023, 33.1 percent in 2024, and
37.4 percent in 2025, pushing over a third
of the population into extreme poverty.
Heightened regional tensions pose con-
siderable downside risks to the economy.
Escalating cross-border attacks and the
growing threat of a resurgence of the
Islamic State, marked by increased as-
saults in Syria, could severely damage
infrastructure, further disrupting supply
chains and driving up logistics costs. A
broader regional conflict could elevate
commodity prices, negatively affecting
Syria as a net food and fuel importer. Syr-
ia may also face further challenges in se-
curing international assistance due to in-
creased humanitarian disasters in the re-
gion, which may divert resources from
donors, potentially worsening malnutri-
tion, exacerbating poverty, and increasing
the likelihood of disease outbreaks.

TABLE 2 Syrian Arab Republic / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2021 2022 2023 2024e 2025f
Real GDP growth, at constant market prices® 1.9 0.7 -1.2 -1.5 -1.0
Inflation (consumer price index) 118.8 63.7 92.5 37.7 11.3
Fiscal balance (% of GDP) -6.0 -4.6 -4.3 -4.1 -3.8
International poverty rate ($2.15 in 2017 PPP)>¢ 24.8 28.8 33.1 37.4
Lower middle-income poverty rate ($3.65 in 2017 PPP)"* 67.0 71.4 75.1 78.6
Upper middle-income poverty rate ($6.85 in 2017 PPP)"’C 96.0 97.1 97.6 97.9

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices.

Notes: e = estimate, f = forecast.
a/ Projections based on nighttime light data.

b/ Calculations based on 2022-HNAP. Actual data: 2022. Nowcast: 2023. Forecasts are from 2024 to 2026.
¢/ Projection using neutral distribution (2022) with pass-through = 1 (High (1)) based on GDP per capita in constant LCU.



TUNISIA

Table 1 2023
Population, million 12.5
GDP, current US$ billion 51.1
GDP per capita, current US$ 4103.6
National poverty rate® 16.6
Lower middle-income poverty rate ($3.65)? 2.2
Upper middle-income poverty rate ($6.85)° 16.2
Gini index? 33.7
School enrollment, primary (% gross)® 103.9
Life expectancy at birth, years® 74.3
Total GHG emissions (mtCO2e) 40.0

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021).
b/ Most recent WDI value (2022).

Tunisia’s economic outlook remains chal-
lenging and uncertain. Economic growth
and job creation stagnated in 2024 amid a
persistent drought and low demand. With
tighter external financing, the govern-
ment has increasingly relied on domestic
borrowing from the Central Bank and
commercial banks. Containing the infla-
tion and raising capital inflows are im-
portant near-term challenges. Stabilizing
the economy and accelerating its recovery
will require the implementation of ambi-
tious fiscal policy, state-owned enterpris-
es, and pro-competition reforms.

Key conditions and
challenges

Tunisia faces challenging economic
conditions and slow reform implemen-
tation. As growth and private job cre-
ation stagnated after the 2011 revolu-
tion, the State stepped in as an em-
ployer of last resort and price stabi-
lizer through subsidies. This caused
a deterioration of the fiscal and the
current account deficits, public debt,
and contingent liabilities. = The
COVID-19 pandemic, inflation, and
the ongoing drought have exacerbat-
ed these longstanding vulnerabilities.
While the current account has recent-
ly improved, the authorities have re-
lied more on domestic borrowing to
finance the Budget in recent years,
including Central Bank financing in
2020 and 2024.

Tunisia’s growth prospects hinge on
decisive structural reforms to address
economic distortions and fiscal pres-
sures. The priority reforms include ra-
tionalizing public expenditures, mak-
ing the tax system fairer, improving
the public administration and state-
owned enterprises, and reducing the
barriers to the entry of new firms
and foreign direct investment (FDI).
Progress in these reforms is critical
to stabilize the macroeconomic situa-
tion, accelerate the recovery, and lay
the foundation for a more sustain-
able economic growth.

Recent developments

Tunisia’s growth has been modest and
volatile since the sharp COVID-related
contraction in 2020 (-8.6 percent). That is
due to a drought, uncertain external fi-
nancing conditions, the low domestic and
external demand, and the slow pace of
economic reforms. After a moderate re-
bound in 2021 (4.3 percent) and in 2022
(2.7 percent), the economy stalled in 2023
(0 percent growth) and failed to gain mo-
mentum in the first half of 2024 (+0.6 per-
cent on an annual basis).

The merchandise trade deficit narrowed to
6.4 percent of GDP in the first 7 months
of 2024, down 5.6 percent a year before,
amidst more benign global prices and ro-
bust olive oil exports. As a result, the cur-
rent account deficit in the first semester
declined to 1.4 percent of GDP between
2023 and 2024, also aided by the moderate
growth in tourism receipts (+6.7 percent in
the first 8 months of 2024).

While the decline in commodity prices and
the energy and food subsidy bill provide
some respite, the pressure on public fi-
nances remains elevated as public expen-
diture reforms continue to falter amid low
growth. The fiscal deficit continues to be
considerably higher than in the pre-
COVID period (6.7 percent of GDP in 2023
up from 2.9 percent in 2019). This con-
tributes to the challenges in financing the
public debt, which between 2019 and 2023
increased from 67.8 to 80.1 percent of GDP
(excluding government guarantees and
SOE debts). Gross financing needs have
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also increased from 7.9 percent of GDP in
2019 to 11.9 percent of GDP in 2023 with
four-fifths due to debt amortization, up.
Tunisia’s access to international financing
remains limited and FDI—while increas-
ing by 26.7 percent in the first half of
2024 —covers less than a quarter of the cur-
rent account deficit and external debt re-
imbursement combined. As a result, the
authorities have increasingly relied on do-
mestic sources to cover the external financ-
ing needs. These include a TND 7 billion
(US$ 2.3 billion) from the Central Bank fi-
nancing facility established in February
2024 (equivalent to 4 percent of GDP and a
quarter of 2024 financing needs) and a syn-
dicated loan from domestic banks for US$
185 million (in both US$ and Euro).
Inflation continued to moderate since the
peaks of February 2023 (10.4 percent), de-
clining to 6.7 percent in August 2024 (from
7 percent in July). The decline appears to
be driven by both lower global prices and
weak domestic demand. However, while
the economy is operating below potential,
supply-side issues continue to keep infla-
tion above both the pre-COVID average
(5.3 percent) and food inflation is higher
(9.4 percent), which presents a particular
challenge for lower-income households.
With the current rate of economic
growth, the unemployment rate increased

to 16 percent in Q2 2024 from 15.6 per-
cent a year before as the labor force par-
ticipation rate also declined, hovering 1.5
percentage points below the pre-COVID
rate, which suggests a higher number of
discouraged workers.

Outlook

Given the underperformance of key sec-
tors, including agriculture, oil and gas
and garments, the economy in 2024 is
expected to grow by 1.2 percent, half
the rate forecast at the beginning of the
year. If financing conditions and external
demand eventually improve, growth is
expected to reach 2.2 and 2.3 percent
in 2025 and 2026 respectively. With this
growth rate, real GDP in 2024 would still
be below its pre-COVID-19 level, a full
four years after the pandemic.

The budget deficit is expected to decline
somewhat to 6.0 percent of GDP in 2024
(compared to 6.7 percent of GDP in 2023)
as subsidies and the wage bill are con-
tained in real terms and tax revenues in-
crease moderately. Gross financing needs
are expected to rise to 16.1 percent of GDP
in 2024 (from 13.8 percent in 2023) due to
significant external debt service.

The current account deficit is projected to
decline slightly to 2.3 percent of GDP in
2024 with moderate growth in tourism and
improving terms of trade. With FDI pro-
jected to increase, albeit from a low base,
and minimal portfolio investments, exter-
nal borrowing would remain an important
source of financing of the current account
as well as of debt reimbursement.

The 2024-26 growth forecast is subject
to significant downside risks. In the
near term, more persistent or severe
drought, weak demand in Europe, el-
evated inflation, and tight external fi-
nancing conditions would significantly
raise growth and macroeconomic sta-
bility challenges for Tunisia. Medium-
term prospects would improve marked-
ly should Tunisia implement fiscal and
pro-competition reforms.

Poverty using the Lower Middle Income
Poverty Line (US$3.65/person/day line in
2017 PPP term) is projected to continue its
gradual decline, reaching 2.0 percent in
2024, 1.9 percent in 2025 and further de-
creasing to 1.8 percent in 2026. Similarly,
poverty at the Upper-Middle Income
Poverty Line (US$6.85 per person per day
in 2017 PPP terms) is projected to decrease
to 15.7 percent in 2024 (down from 15.9
percent in 2023) and is expected to decline
to 14.9 percent by 2026.

TABLE 2 Tunisia / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2021 b1y 2023 2024e 2025f 2026f

Real GDP growth, at constant market prices 4.3 2.7 0.0 1.2 2.2 2.3
Private consumption 2.4 2.2 -0.6 2.4 3.8 3.5
Government consumption 1.5 -1.2 -2.4 1.9 1.9 -1.8
Gross fixed capital investment 3.2 1.8 -7.7 6.0 -0.5 3.4
Exports, goods and services 11.9 17.3 10.4 0.0 4.0 4.0
Imports, goods and services 10.9 11.5 5.7 3.7 5.0 4.5
Real GDP growth, at constant factor prices 4.3 2.6 -0.1 1.2 2.2 2.3
Agriculture -2.3 1.9 -16.1 8.5 5.9 5.9
Industry 9.8 0.7 -1.0 -3.5 -0.2 -0.3
Services 3.5 3.4 2.7 1.9 2.6 2.6
Inflation (consumer price index) 5.7 8.3 9.3 7.0 6.0 5.0
Current account balance (% of GDP) -6.0 -8.7 -2.6 -2.3 -2.0 -1.8
Net foreign direct investment inflow (% of GDP) -1.1 -1.3 -1.3 -1.5 -1.5 -1.5
Fiscal balance (% of GDP) -7.6 -6.7 -6.8 -6.0 -4.3 -2.5
Revenues (% of GDP) 25.7 28.5 27.2 28.6 27.8 28.1
Debt (% of GDP) 79.9 79.9 79.6 80.2 79.9 79.2
Primary balance (% of GDP) -4.7 -3.5 -3.1 -2.3 -0.3 1.3
International poverty rate ($2.15 in 2017 PPP)*" 0.3 0.2 0.2 0.2 0.2 0.2
Lower middle-income poverty rate ($3.65 in 2017 PPP)*? 2.0 2.0 2.0 2.0 1.9 1.8
Upper middle-income poverty rate ($6.85 in 2017 PPP)*" 16.2 15.6 15.9 15.7 15.4 14.9
GHG emissions growth (mtCO2e) 8.2 0.1 0.0 0.5 2.1 2.3
Energy related GHG emissions (% of total) 68.5 68.0 68.3 67.9 68.1 68.1

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast.

a/ Calculations based on 2021-NSHBCSL. Actual data: 2021. Nowcast: 2022-2023. Forecasts are from 2024 to 2026.

b/ Projection using neutral distribution (2021) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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UNITED ARAB
EMIRATES

Table 1 2023
Population, million 9.5
GDP, current US$ billion 477.6
GDP per capita, current US$ 50185.0
School enrollment, primary (% gross)® 115.8
Life expectancy at birth, years® 79.2
Total GHG emissions (mtCO2e) 256.9

Source: WDI, Macro Poverty Outlook, and official data.
a/ WDI for School enrollment (2020); Life expectancy
(2022).

The United Arab Emirates (UAE) main-
tains its status as a key regional hub for
trade, finance, and tourism, supported
by significant progress in economic di-
versification and reduced reliance on hy-
drocarbon revenues. Economic growth
remains positive in 2024, although con-
strained by OPEC+ production adjust-
ments, with a stronger recovery project-
ed for 2025. Major risks to the outlook
include heightened geopolitical tensions,
substantial oil price fluctuations, and
continued global financial tightening.

Key conditions and
challenges

UAE's macroeconomic conditions are
shaped by a robust non-oil sector, support-
ed by prudent fiscal and monetary poli-
cies. Despite the recent contraction in oil
production and the anticipated subdued
output in 2024, the OPEC+ agreement to
raise the UAE’s quota signals a gradual
shift, with voluntary production cuts being
reversed over time. A phased increase in
oil output is set to occur between January
and September 2025, reinforcing external
buffers and sustaining fiscal stability. Hy-
drocarbon revenues continue to underpin
the fiscal framework, while ongoing struc-
tural reforms—including the introduction
of Corporate Income Tax and the gradual
phase-out of the business fee regime—are
enhancing fiscal resilience and broadening
the economic base. These reforms, along-
side strong non-oil sector performance,
provide a stable foundation for continued
economic strength.

Key risks to growth are primarily linked
to potential OPEC+ decisions to extend
production quotas cuts, as well as the
extension or escalation of the conflict in
the Middle East conflict, given its adverse
impact on oil price volatility and dis-
ruption in key sectors notably tourism
and trade. Specifically, the disruption of
Red Sea trade routes would lead to fur-
ther increase in shipping costs and rerout-
ing, particularly affecting the Asia-Europe
trade corridor. This situation particularly

poses substantial downside risks to the
transport and logistics sectors, with the
potential to negatively impact overall eco-
nomic growth through the heightened
supply chain cost and inefficiencies.

Recent developments

Following a deceleration in real GDP
growth to 3.2 percent in 2023, driven by
subdued global demand and OPEC+ pro-
duction adjustments, the UAE economy
remains nonetheless resilient, supported
by a strong non-oil sector performance.
Overall, the non-oil private sector re-
mained robust, as indicated by a rise in
the PMI to 54 in August 2024, driven by
increases in output, new orders, and em-
ployment. In particular, financial services,
hospitality, and transportation sectors are
witnessing significant growth. Tourism al-
so expanded, with tourist arrivals increas-
ing by 11 percent year-on-year in Q1 2024.
Passenger traffic at Abu Dhabi’s Zayed In-
ternational Airport surged by 36 percent.
In contrast, the oil sector saw a 4 percent
decline in production compared to the
same period in 2023, averaging 2.9 million
barrels per day over the first four months
of 2024. However, gas production grew by
14.3 percent in Q1 2024, helping to offset
the lower oil output.

National inflation averaged 2.3 percent
in H1 2024, with Dubai's inflation, con-
sistent with the national trend, reaching
3.9 percent. This was primarily driven
by elevated transport costs, while hous-
ing and utilities prices continued to

FIGURE 1 United Arab Emirates / Annual real GDP growth
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rise, reflecting rapid population growth
linked to recent visa reforms.

The banking sector remains robust, with
non-performing loans ratio falling to 5 per-
cent in Q1-2024, down from 6.4 percent in
Q1-2023, and private sector credit growth
sustained at 6.7 percent.

Public finances remain strong. The net fis-
cal balance remained positive at approxi-
mately 6 percent of GDP in Q1 2024, de-
spite a narrowing of the fiscal surplus due
to lower oil-related revenues. Total rev-
enues contracted by 23 percent to 25,4 per-
cent of Q1 2024 GDP. Government expen-
diture decreased by 20 percent to 19,3 per-
cent of GDP, driven by declines in both
current and capital spending. Overall, the
fiscal accounts remain sustainable and
have been further bolstered by the recent
introduction of corporate income taxation.
The current account continues to main-
tain a surplus, driven by oil exports rev-
enues and rising non-oil exports, helped
by Free trade agreements with key Asian
and African markets.

Employment growth remains robust in
2024, similar to 2023 trends (ILO esti-
mates). The employment-to-population ra-
tio is expected to reach 80.3 percent on av-
erage in 2024, with a stronger growth pro-
jected to be seen among women. This is
possibly an effect of the gender balance
strategy 2026 the country adopted to
achieve gender balance by fostering,
among other things, economic participa-
tion, financial inclusion. Total unemploy-
ment rate is projected to remain roughly

stable y-o-y at about 2.7 percent in 2024.
Youth unemployment rates remain sub-
stantially high, though on a downward tra-
jectory since 2022. The gap in unemploy-
ment rates between youth and the whole
labor force (15+) is especially wide among
women, with projected rates of 21.7 per-
cent among young women and 7.6 percent
among women ages 15+ for 2024.

Outlook

Real GDP growth is expected to accelerate
in the short- to medium-term, with overall
GDP projected to grow by 4.1 percent in
2025 and 2026, supported by the recovery
in oil production and stable external con-
ditions. Economic activity is estimated to
reach 3.3 percent in 2024, driven by a sus-
tained expansion of 4.1 percent in the non-
oil sector, which remains a key driver of
economic growth, underpinned by robust
performance across sectors such as
tourism, real estate, construction, trans-
portation, and manufacturing, and sup-
ported by the recovery in global economic
activity. Oil output growth is forecast at
1.2 percent in 2024, with voluntary pro-
duction cuts expected to be gradually re-
versed, leading to a phased increase in out-
put between January and September 2025.
Despite this positive outlook, risks re-
main elevated, including potential delays
in OPEC+ production increases, decisions
by other member countries regarding oil

output, and the adverse economic effects
of ongoing geopolitical tensions in the
Middle East, which could weigh on
UAE's overall economic outlook.

In 2024, inflation is projected to reach 2.2,
supported by earlier interest rate hikes
and base effects, and is expected to re-
main contained at approximately 2.1 per-
cent through 2025-26.

The fiscal surplus, while still supported by
oil revenues and robust non-oil economic
growth, is projected to continue its declin-
ing trajectory to 4.9 and 4.7 percent of GDP
in 2024 and 2025 respectively. The expan-
sion of non-oil revenues and the broaden-
ing of the tax base, driven by the intro-
duction of a federal corporate tax, continue
to play a central role. The ongoing imple-
mentation of fiscal revenue reforms, along
with the maintenance of prudent and well-
coordinated fiscal policies tailored to indi-
vidual emirates, is expected to continue to
support overall fiscal sustainability.

The current account surplus, estimated
at 7.5 percent of GDP for 2024, is ex-
pected to decline further to 7.4 and
7.3 percent in 2025 and 2026 respec-
tively, indicating a deterioration, despite
continued efforts to diversify the external
sector. Expansion into non-oil sectors and
emerging markets in South Asia and East
Africa is, however, expected to strengthen
non-oil export revenues. However, export
performance remains subject to fluctua-
tions in the oil production level and price
and is dependent on the re-establishment
of secure trade corridors.

TABLE 2 United Arab Emirates / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2021 2022 2023 2024e 2025f 2026f

Real GDP growth, at constant market prices 4.4 7.9 3.2 3.3 4.1 4.1
Private consumption 5.0 9.0 5.1 5.5 3.9 4.0
Government consumption 1.4 3.5 3.0 3.5 3.0 2.8
Gross fixed capital investment 9.6 6.0 5.9 4.3 3.5 3.3
Exports, goods and services 6.8 8.4 3.6 3.5 4.6 4.6
Imports, goods and services 8.8 7.4 5.3 4.8 4.1 4.1
Real GDP growth, at constant factor prices 4.4 7.9 3.2 3.3 4.1 4.1
Agriculture 3.8 34 3.5 3.5 3.0 3.0
Industry 1.3 8.8 1.2 1.2 4.6 4.5
Services 7.4 7.1 5.1 5.2 3.7 3.8
Inflation (consumer price index) -0.1 4.8 1.6 2.2 2.1 2.0
Current account balance (% of GDP) 11.5 11.7 9.2 7.5 7.4 7.3
Fiscal balance (% of GDP)® 3.5 10.8 5.1 4.9 4.7 4.5
Revenues (% of GDP) 30.2 33.6 30.8 30.8 30.0 29.7
Debt (% of GDP) 35.1 31.4 29.6 27.9 26.5 25.3
Primary balance (% of GDP) 3.7 11.1 5.3 5.1 4.8 4.7
GHG emissions growth (mtCO2e) 2.5 3.7 -0.8 0.7 0.6 1.0
Energy related GHG emissions (% of total) 72.9 73.6 72.9 72.7 72.4 72.1

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast.
a/ Consolidated fiscal balance.
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REPUBLIC OF
YEMEN

Table 1 2023
Population, million 34.1
GDP, current US$ billion 18.8
GDP per capita, current US$ 552.0
School enrollment, primary (% gross)® 83.9
Life expectancy at birth, years® 63.7
Total GHG emissions (mtCO2e) 25.0

Source: WDI, Macro Poverty Outlook, and official data.
a/ WDI for School enroliment (2016); Life expectancy
(2022).

Amid the continued blockade of the IRG’s
oil exports by the Houthis and the escalat-
ing conflict in the Middle East, Yemen
faces an increasingly grim reality. The
modest economic rebound in 2022 was
short-lived, with 2023 and 2024 witnessing
new, sharp declines in GDP per capita.
Food insecurity has reached a historic high,
and poverty is more severe and widespread.
The outlook remains bleak as stalled peace
negotiations and regional conflicts contin-
ue to hinder immediate prospects for lasting
peace and recovery. Yemen’s future hinges
on resolving these conflicts, securing
donor support, and committing to peace,
reconstruction, and reforms.

Key conditions and
challenges

Yemen's humanitarian crisis is deeply root-
ed in its ongoing conflict and the highly
fragmented political and economic land-
scape that has developed over the years.
Since the onset of the conflict in 2015,
the country has witnessed a staggering 54
percent contraction in real GDP per capi-
ta, plunging most Yemenis into poverty
and severely eroding human capital. This
is reflected in Yemen’s precipitous drop
in its score on the Human Development
Index, where it ranked 186 out of 192
countries as of 2024. Indicators of wast-
ing, stunting, and being underweight, col-
lected in 2023, are also some of the high-
est in the world. The conflict has also in-
tensified the country's fragmentation in-
to two distinct economic zones, each gov-
erned by its unique set of institutions, re-
sulting in increasing disparities.

Following some economic recovery in 2022
driven by the UN-sponsored truce,
Yemen's economy contracted again in 2023
and 2024. The oil blockade has dampened
growth and exacerbated IRG’s fiscal and
monetary challenges. Additionally, since
October 2023, the escalation of the conflict
in the Middle East and related Houthi
involvement in the Red Sea has further
undermined Yemen’s economic and social
conditions. As of end-August 2024, the
ACLED Dashboard for Red Sea Attacks
recorded around 355 incidents of violence
linked to Houthi actions in the Red Sea.

As a result, the volume of traffic through
the strategic Suez Canal and Bab El-Man-
deb Strait—carrying 30 percent of world
container shipping —has dropped by half.
At the same time, Yemen continues to
face deep structural challenges. Growth
prospects in the oil sector depend on
durable peace and financial and technical
resources to restart oil production. Non-
oil activity—mainly trade and agricul-
ture—continues to be severely con-
strained by the conflict conditions, inter-
ruptions in essential service delivery, and
acute input shortages. While remittances
and aid help alleviate social conditions,
these flows, too, are affected by conflict
conditions. Critically, Yemen remains one
of the most vulnerable countries to cli-
mate change impacts.

Living conditions for most Yemenis have
become increasingly dire. In July 2024, 62
percent of households reported inade-
quate food consumption, representing a
dramatic increase of 24 percent in IRG ar-
eas and 30 percent in Houthi areas since
last year. In some governorates, severe
food deprivation more than doubled. This
is due to further depreciation of the
Yemeni Riyal (YER) and reduced human-
itarian food assistance. Phone surveys re-
veal that many households have resorted
to extreme measures, with 19 percent turn-
ing to child labor or engaging in high-risk
work. Those with poor food consumption
are grappling with compounding vulner-
abilities, including higher levels of acute
and chronic health conditions, and symp-
toms of mental health disorders. These fac-
tors reinforce a vicious cycle of poverty
and eroding human capital.

FIGURE 1 Republic of Yemen / Real GDP per capita

Sana‘a and Aden

Base 100 in 2014
100

90

80

70

60

50

40

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Source: World Bank staff calculations.

FIGURE 2 Republic of Yemen / Exchange rate trend:

YER per USS1
2000

e A €N

1800

Sana'a

1600

1400

1200

1000

800

600

400

Jun-20 Dec-20 Jun-21 Dec-21 Jun-22 Dec-22 Jun-23 Dec-23 Jun-24

Sources: Telegram Exchange Market Group and World Bank staff calculations.

MPO @ Oct 24



Recent developments

The ongoing Houthi blockade on IRG’s oil
exports, escalating tensions in the Red Sea,
and domestic unrest have negatively im-
pacted Yemen’s economy in 2024. Oil-GDP
has remained stagnant after a sharp 60 per-
cent drop in 2023. Meanwhile, the non-oil
sector faces mounting challenges due to
rising uncertainty, hostile actions, and
widespread protests. Particularly concern-
ing is the escalating tension between the
Houthis and the IRG over the regulation
of the banking sector. On April 2, 2024,
the CBY-Aden issued a mandate requiring
banks in Sana’a to relocate to Aden or risk
disconnection from SWIFT. This directive
escalated tensions until July 23rd, when
the IRG and Houthis agreed to de-escalate
by reversing recent actions against banks
and expanding Yemenia Airways’ interna-
tional flights. This followed a dire warning
from the World Food Programme about
a looming liquidity crisis and threat of
hunger in Yemen.

The IRG’s fiscal revenues, excluding
grants, continued to decline in the first
half of 2024, although donor support
helped decrease the fiscal deficit. Ac-
cording to the Ministry of Finance in
Aden, IRG revenues, excluding grants,
fell by 42 percent in H1-2024, following
a sharp 50 percent drop in 2023. Mean-
while, fiscal expenditures continued to
rise. However, external emergency sup-
port provided some relief, with Saudi Ara-
bia extending budget support, including

disbursements totaling US$550 million in
the first half of 2024.

External pressures continued to mount,
leading to a depreciation of the YER in the
Aden market. The suspension of IRG oil ex-
ports, combined with continued depen-
dance on imports, intensified external pres-
sures, causing the YER to depreciate in the
Aden market from 1,531 per US dollar at
the end of 2023 to 1,915 by August 20, 2024.

Outlook

Overall, the economy is expected to de-
teriorate further in 2024. National GDP is
projected to contract by 1.0 percent in real
terms, following a 2.0 percent decline in
2023. Oil-GDP is likely to remain stagnant,
assuming the current conflict conditions
continue and preclude oil exports in IRG-
controlled areas from resuming. The ongo-
ing blockade on IRG oil exports, coupled
with persistent dependence on imported
goods and services, is expected to widen
the current account deficit to 25 percent of
GDP, putting additional pressure on the
YER. As a result, consumer prices across
Yemen are anticipated to rise by 16.3 per-
cent. However, donor support to the IRG
and a reduction in expenditures are ex-
pected to decrease the IRG's fiscal deficit
from 6.1 percent of GDP in 2023 to approx-
imately 3.5 percent in 2024, despite the de-
cline in revenues excluding grants.

The economic outlook for 2025 also re-
mains grim. With stalled peace negotia-
tions and ongoing regional and domestic

tensions, our forecast assumes that there is
no resumption of oil exports in 2025. Con-
sequently, real GDP is projected to grow at
a modest 1.5 percent, reflecting only mar-
ginal improvements in the non-oil sector.
The services sector, particularly trans-
portation, may see slight gains due ex-
panded operations of Yemenia Airways
under the UN-mediated agreement.
Significant downside risks could further
destabilize Yemen's economy. This is at-
tributed to the potential escalation of
Houthi attacks in the Red Sea. While
Yemen's imports and prices have re-
mained relatively stable so far, the on-
going conflict increases risks of broader
supply shortages and rising import costs
due to increased shipping expenses, war
premiums, and insurance costs. On the
domestic front, tensions as those seen
in 2024 within the banking sector could
reemerge, posing serious threats to the
economy by disrupting humanitarian aid,
essential imports, remittances, and key
sources of livelihood.

However, if a lasting truce or peace agree-
ment is achieved, Yemen could experience
large and sustained growth within
months. Achieving a lasting truce or peace
agreement could pave the way for rapid
economic recovery, driven initially by the
recovery of internal transport and trade,
resulting in lower costs and increased em-
ployment and incomes. With additional ex-
ternal financial assistance and reconstruc-
tion efforts supported by development
partners, and post-conflict reforms, Yemen
could achieve accelerated and sustained
growth within a short to medium time.

TABLE 2 Republic of Yemen / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2021 2022 2023 2024e 2025f
Real GDP growth, at constant market prices -1.0 1.5 -2.0 -1.0 1.5
Inflation (consumper price index)? 31.5 29.5 0.9 16.3 20.7
Current account balance (% of GDP) -14.2 -17.7 -20.3 -25.0 -25.7
Fiscal balance (% of GDP) -0.9 -2.7 -6.1 -3.5 -4.0
Revenues (% of GDP) 7.3 9.5 6.0 7.4 6.6
Debt (% of GDP) 93.6 77.9 100.4 106.4 102.1
Primary balance (% of GDP) 0.2 -1.7 -4.4 -1.6 -2.1
GHG emissions growth (mtCO2e) -0.1 -2.6 -3.4 -1.5 -0.3
Energy related GHG emissions (% of total) 32.0 31.3 30.3 29.7 29.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices.

Notes: e = estimate, f = forecast.
a/ Inflation rates refer to end-of-period figures.
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