
M M M
PPPO O O

10/2025
Middle East, North Africa,  
Afghanistan, and Pakistan

Country-by-country  
Analysis and Projections 
for the Developing World

Country-by-country  
Analysis and Projections 
for the Developing World

MACRO 
POVERTY
OUTLOOK



© 2025 International Bank for Reconstruction and Development / The World Bank

1818 H Street NW, Washington DC 20433 

Telephone: 202-473-1000 

Internet: www.worldbank.org 

This work is a product of the staff of The World Bank with external contributions. The findings, interpretations, and conclu-

sions expressed in this work do not necessarily reflect the views of The World Bank, its Board of Executive Directors, or the 

governments they represent. 

The World Bank does not guarantee the accuracy of the data included in this work. The boundaries, colors, 

denominations, and other information shown on any map in this work do not imply any judgment on the part of The World 

Bank concerning the legal status of any territory or the endorsement or acceptance of such boundaries. 

Rights and Permissions 

The material in this work is subject to copyright. Because The World Bank encourages dissemination of its knowledge, 

this work may be reproduced, in whole or in part, for noncommercial purposes as long as full attribution to this work is 

given. 

All queries on rights and licenses, including subsidiary rights, should be addressed to World Bank Publications,

The World Bank, 1818 H Street NW, Washington, DC 20433, USA; fax: 202-522-2625; e-mail: pubrights@worldbank.org. 

http://www.worldbank.org
mailto:pubrights@worldbank.org


Macro Poverty Outlook / October 2025Macro Poverty Outlook / October 2025 1

Middle East, North 
Africa, Afghanistan,  
and Pakistan

Afghanistan
Algeria 
Bahrain 
Djibouti 
Egypt, Arab Republic of 
Iran, Islamic Republic of
Iraq 
Jordan 
Kuwait 
Lebanon
Libya 

Morocco 
Oman
Pakistan 
Palestinian territories
Qatar 
Saudi Arabia 
Syrian Arab Republic 
Tunisia 
United Arab Emirates 
Yemen, Republic of



AFGHANISTAN

Afghanistan’s economy faces severe challenges in 2025,
including aid cuts, drought, and mass returnee inflows.
GDP per capita is projected to contract by 4 percent, agricul-
ture remains weak, and inflation is stabilizing. Despite main-
taining fiscal balance, the trade deficit continues to widen.
The outlook remains bleak amid refugee policy uncertainty
and declining humanitarian aid.

Key conditions and challenges

Afghanistan’s economy remains fragile in 2025, with only a modest
recovery after sharp contractions in 2021–2022. Foreign aid has
declined significantly since the Interim Taliban Administration (ITA)
took power, weakening fiscal stability. Trade and agricultural re-
vival offer limited relief, but unemployment and low incomes per-
sist amid large influx of returnees from Iran and Pakistan. The
banking sector faces liquidity shortages, international restrictions,
and a shift to Islamic finance, limiting credit access. Deflation has
eased, yet food insecurity remains due to climate shocks, natural
disasters, and poor infrastructure.

Medium-term prospects are constrained by structural challenges.
Financial isolation restricts foreign investment and market access,
while a cash-based informal economy hampers efficiency. Policy
uncertainty and restrictive social measures—especially on female
education and employment—undermine human capital. Rapid
population growth, exacerbated by returnees from Iran and Pak-
istan, strains services and job market, deepening poverty chal-
lenges. Weak energy and transport infrastructure further limits in-
dustrial and commercial activity. Without meaningful reforms to
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improve governance, enable private sector growth, and restore in-
ternational confidence, Afghanistan risks prolonged stagnation, ris-
ing vulnerability, and continued dependence on humanitarian aid.

Recent developments

Afghanistan’s economy has been severely impacted in 2025 by
a series of exogenous shocks, including reduced foreign aid, re-
gional geopolitical tensions, drought, earthquakes, and a large
influx of returnees from Iran and Pakistan. While the effects of
these shocks are still unfolding, nearly 2 million Afghans) re-
turned during the first five months of the Afghan fiscal year
(March 20 to August 2025), with a peak of approximately 800,000
in July, primarily from Iran. On an annual basis, the population is
projected to grow by 8.6 percent in FY2025, with migration con-
tributing 6.1 percentage points.

Meanwhile, aggregate GDP is expected to rise by only 4.3 per-
cent—driven mainly by consumption—resulting in a projected 4.0
percent contraction in GDP per capita. This reflects a decline in
capital per worker and the mismatch between economic growth
and population expansion. Returnees’ influx will contribute to an

FIGURE 1 / Real GDP growth and sectoral contributions to real
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estimated 8.5 percent growth in the services sector and 4.5 per-
cent in industry. Agriculture remains challenged due to drought,
contracting by 0.5 percent, despite resilient wheat production.

The large-scale and sudden return of migrants will significantly in-
crease the number of low-skilled workers, a group already expe-
riencing high levels of unemployment and underemployment. In
the short term, this oversupply of unskilled labor is likely to drive
wages down further, exacerbating the livelihood challenges and
poverty risks faced by Afghan households.

Year-on-year inflation rose to 0.2 percent in June 2025 from nega-
tive 6.0 percent in June 2024, driven by higher non-food prices and
recovering domestic demand. Returnee inflows have increased de-
mand for housing and services, while food prices declined by 2.1
percent due to stable imports and a resilient local currency.

Afghanistan’s current account deficit is projected to widen to
31.9 percent of GDP in FY2025, up from 24.6 percent in FY2024.
This reflects a widening of the trade deficit by 3.0 percentage-
points (pp) of GDP (pp), a 2.5 pp drop in remittances due to
mass returnees and a 1.7 pp decline in external aid. The trade
deficit is expected to reach 48.8 percent of GDP, with substantial
contribution from the returnees.

Domestic revenue is forecasted to increase to 17.1 percent of
GDP in FY2025, up from 16.7 percent of GDP in FY2024, partial-
ly offsetting a 1.9 pp decline in external grants to 12.1 percent
of GDP. The Interim Taliban Administration (ITA) is expected to
maintain a balanced budget, with total on-budget expenditures

also at 17.1 percent of GDP. Of this, current expenditures will ac-
count for 90 percent, while development spending remains low
at 1.7 percent of GDP.

Outlook

Afghanistan’s economy is projected to grow 3.8 percent in FY2026
and 3.5 percent in FY2027, supported by higher private investment,
a gradual recovery in capital per worker, and improved labor mar-
ket absorption of returnees. These projections are approximately
1.2 percentage points higher than those published in April. Howev-
er, sustained population growth and oversupply of low skilled la-
bor will continue to limit gains in per capita GDP, making poverty
reduction difficult.

The current account deficit is expected to remain around 34 per-
cent of GDP over the next two years, despite continued declines in
aid and remittance inflows. The ITA is projected to maintain a bal-
anced budget, constrained by limited borrowing options.

Afghanistan’s outlook remains bleak, with risks tilted to the
downside. Uncertainty over refugee policies in Pakistan and
Iran—particularly Pakistan’s non-renewal of Proof of Residency
(PoR) for hundreds of thousands of Afghan refugees—adds to in-
stability. The humanitarian situation is dire: according to the UN
Office for the Coordination of Humanitarian Affairs (OCHA), near-
ly half the population will require aid in 2025. Further declines
in aid could weaken economic activity, deepen fiscal stress, and
strain the external sector.

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

Real GDP growth, at constant market prices -6.2 2.3 2.5 4.3 3.8 3.5
Private consumption 0.6 6.4 4.9 7.0 5.0 4.0
Government consumption -1.2 0.7 9.1 6.5 7.8 3.4
Gross fixed capital investment 29.2 -5.7 3.0 2.5 2.6 9.1
Exports, goods and services 18.6 -12.1 -3.0 2.5 3.0 4.0
Imports, goods and services 36.7 0.7 8.0 9.0 7.0 6.0

Real GDP growth, at constant factor prices -6.4 1.8 2.5 4.3 3.8 3.6
Agriculture -6.6 2.2 6.0 -0.5 3.2 3.2
Industry -5.7 1.8 2.1 4.5 3.0 2.5
Services -6.5 1.5 -0.3 8.5 4.5 4.2

Inflation (consumer price index) 10.6 -7.7 -4.3 2.0 3.0 4.0

Current account balance (% of GDP) -18.8 -17.6 -24.6 -31.9 -34.8 -36.1
Net foreign direct investment inflow (% of GDP) 0.0 0.3 0.0 0.0 0.0 0.0

Fiscal balance (% of GDP) -1.0 -1.2 -0.4 0.0 0.1 0.1
Revenues (% of GDP) 40.6 33.9 30.7 29.1 29.0 28.7
Debt (% of GDP) 13.9 13.6 12.8 12.1 10.4 8.4
Primary balance (% of GDP) -1.0 -1.2 -0.4 0.0 0.1 0.1

GHG emissions growth (mtCO2e) -0.3 1.5 2.0 2.8 3.0 3.1

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
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ALGERIA
Growth accelerated in early 2025, amid robust household con-
sumption and investment, expanding agricultural output, and
continued service sector dynamism. Inflation slowed, but weak
hydrocarbon production and exports, growing investment-
driven imports, and public spending are putting pressure on
the fiscal and external balances. Authorities aim to diversify
the economy by investing in infrastructure, attracting foreign
investment, and developing non-hydrocarbon exports.

Key conditions and challenges

Algeria’s economy is dependent on public spending and the hy-
drocarbon sector. Government spending represented 35.5 per-
cent of GDP between 2020 and 2024, and state-owned enter-
prises continue to play an important role across sectors. State-
led development has resulted in important economic and social
achievements as significant improvements in living standards, ed-
ucation, and health took place prior to the pandemic. Inequality
is low, but poverty and vulnerability remain high for Algeria’s level
of development, while youth and female unemployment remains
elevated. The oil and gas sector accounted for 13.3 percent of
GDP, 83.7 percent of exports, and 48.2 percent of budget revenues
between 2020 and 2024.

Growth has been robust since the pandemic, despite moderating
hydrocarbon production, driven by dynamic investment and
household consumption, amid growing public spending on wages
and transfers. Inflation surged between 2021 and 2023 but moder-
ated by end-2024. Falling hydrocarbon prices and a series of quo-
ta cuts by the Organization of the Petroleum Exporting Countries
(OPEC), coupled with expanding investment-driven imports and
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public spending growth have put the fiscal and external balances
under pressure.

Over the last decades, growth has been supported by capital ac-
cumulation and the entry of new workers into the labor market,
with limited contribution from productivity improvements, under-
lining the need for structural reforms. The 2022 Investment Law,
the 2023 Banking and Monetary Law, the 2023 Economic Land Law,
and efforts to dynamize the stock exchange evidence the govern-
ment’s commitment to a diversified, private-sector-led model of
growth and job creation, while maintaining the social role of the
state. The recently adopted Mining Law allows foreign firms to own
up to 80 percent of joint ventures, simplifies procedures, and al-
lows development in new areas to reduce hydrocarbon reliance.

Recent developments

Economic activity accelerated in Q1 2025 (+4.5 percent y-o-y) as dy-
namic broad-based growth in non-hydrocarbon sectors (+5.7 per-
cent y-o-y) compensated for a contraction of hydrocarbon output
(-2.8 percent y-o-y). Robust household consumption (+4.7 percent
y-o-y) stimulated services (+4.7 percent y-o-y), while demand from
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FIGURE 2 / Hydrocarbon prices and fiscal and external balances
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accelerating investment (+13.9 percent y-o-y) was largely met
through imports, and hydrocarbon and non-hydrocarbon export
volumes contracted.

Satellite nightlights data suggest that non-hydrocarbon activity re-
mained robust in Q2 2025 across regions and weather and satellite
crop growth data suggest that crop yields would be weak in the
western, but stronger in the central and northeastern regions, con-
tributing to continued growth in agricultural output.

Driven by moderating hydrocarbon prices and strong investment-
driven imports, the current account deficit reached US$ 10.5 billion
over H1 2025, up from US$ 2.9 billion, or 1.1 percent of GDP, over
2024. Foreign exchange reserves reached 14 months of imports at
end-2024. After reaching an estimated 13.8 percent of GDP in 2024,
the budget deficit is expected to have decreased slightly as wage
and transfer increases were offset by a consolidation of capital ex-
penditures and elevated payment of dividends by the Bank of Alge-
ria to the budget. As hydrocarbon savings were exhausted in 2024,
the deficit would be financed through increasing public debt, which
remains almost completely domestically held at long-term maturi-
ties and low interest rates.

Inflation continued to decelerate in H1 2025, reaching 3.3 percent,
down from 4.0 percent in 2024, driven by food items, and support-
ed by a stable official exchange rate, although the parallel market
premium has widened further. Money supply growth decelerated,
while credit growth remained robust (+5.4 percent) over H1 2025.
The policy interest rate was decreased from 3 to 2.75 percent and
the reserve requirement from 3 to 2 percent at end-August.

GDP per capita growth was positive in 2024, and household welfare
likely benefited from slower inflation, including for food, the rise in
civil servants’ wages and pensions, and the introduction of new un-
employment benefits. A recent National Office of Statistics (ONS)
publication indicates 450,000 new jobs were created in 2024 and
national unemployment stood at 9.7 percent at end-2024. The pre-
vious available rate dates to May 2019 (11.4 percent).

Outlook

GDP growth is expected to remain stable in 2025 and 2026, driven
by strong non-hydrocarbon output, before moderating in 2027
amid expected fiscal consolidation, even as hydrocarbon output re-
covers with an expected increase in OPEC quotas.

The current account deficit would widen, as investment-driven im-
ports are expected to outpace hydrocarbon exports amid relatively
low prices. The fiscal deficit would narrow slightly in 2025 but re-
main elevated over the projection period despite increasing rev-
enues from recovering hydrocarbon exports and robust growth,
combined with a spending slowdown in 2027 implied by the gov-
ernment’s medium-term framework. With hydrocarbon savings ex-
hausted, the deficit would translate into rapidly expanding public
debt, reaching 71.2 percent of GDP by 2027.

The return of the twin deficits amid recent oil price swings un-
derlines that fluctuating hydrocarbon prices represent a key risk
to Algeria’s growth, fiscal and external balances, exacerbated by
trade uncertainty and geopolitical tensions. Climate change poses
an important risk for agriculture and the global low-carbon tran-
sition is an important challenge for Algeria as it lowers demand
for its key exports. The introduction of the European Carbon Bor-
der Adjustment Mechanism could lower the competitiveness of
Algeria’s non-hydrocarbon exports, concentrated in fertilizers and
iron and steel products.

Algeria’s path to a successful economic transformation depends on
its capacity to accelerate growth and job creation through the pri-
vate sector, ensuring inclusive and sustainable development. Di-
versifying the economy will require improving macroeconomic poli-
cy frameworks, maintaining fiscal discipline, strengthening the gov-
ernance and performance of state-owned enterprises, and creat-
ing a more attractive environment for foreign investment. These ef-
forts can help support the growth of domestic firms and boost non-
hydrocarbon exports.

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

Real GDP growth, at constant market prices 3.6 4.1 3.7 3.8 3.5 3.3
Private consumption 3.6 4.0 3.9 3.7 3.4 3.1
Government consumption 2.8 3.4 2.8 2.5 2.2 1.8
Gross fixed capital investment 2.6 9.2 9.8 9.5 5.0 4.2
Exports, goods and services -0.1 3.1 -2.4 3.6 4.7 2.7
Imports, goods and services -0.2 16.1 11.9 12.3 5.9 3.2

Real GDP growth, at constant factor prices 3.8 3.8 3.5 3.8 3.5 3.3
Agriculture 5.2 3.0 5.3 4.4 3.2 2.6
Industry 2.7 3.9 2.1 4.0 3.8 3.6
Services 4.3 3.8 4.1 3.6 3.4 3.3

Employment rate (% of working-age population, 15 years+) 36.6 37.1 36.7 37.0 37.2 37.3
Inflation (consumer price index) 9.3 9.3 4.0 2.8 3.4 3.7
Current account balance (% of GDP) 8.6 2.6 -1.1 -6.0 -7.8 -8.3

Fiscal balance (% of GDP) -3.0 -5.5 -13.8 -13.1 -13.6 -12.0
Revenues (% of GDP) 29.7 31.9 23.0 24.6 23.3 22.9
Debt (% of GDP) 48.1 47.6 48.1 58.0 66.2 71.2
Primary balance (% of GDP) -3.4 -5.5 -13.8 -13.0 -13.4 -11.5

GHG emissions growth (mtCO2e) 4.8 3.6 2.6 3.1 3.1 2.9

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
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BAHRAIN
Bahrain’s growth remains resilient despite regional and
trade uncertainties. Non-oil sector accounts for a signifi-
cant portion of GDP, with an important role for the finan-
cial and tourism sectors. Fiscal pressures persist with high
deficits and rising debt. Key risks include oil price shocks,
geopolitical tensions, and slower reform. A credible fiscal
consolidation program could reinforce stability and en-
courage private investment.

Key conditions and challenges

Despite global trade policy uncertainty and regional conflict, eco-
nomic growth remains stronger than expected supported by a
strong contribution from non-oil sectors, accounting for 86 per-
cent of the economy in 2024. The financial (17 percent of GDP
in 2024) and tourism (11 percent) sectors are major contributors.
Despite higher global tariffs, the aluminum sector is at the core
of the manufacturing industry, with the aim of attracting local
and foreign investment into more specialized products to serve
the export markets. Fiscal pressures are however intensifying.

Recent developments

Bahrain’s real GDP growth reached 3.1 percent in 2024 sup-
ported by non-oil sectors, which grew at 3.8 percent. During
the first quarter of 2025 (Q12025), the economy grew by 2.7
percent (y/y) by contribution from oil sector (5.3 percent) and
non-oil sector (2.2 percent). The services sectors were the
largest contributors to overall growth, notably accommodation
and food services (+10.3 percent) and financial services and
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insurance (+7.5 percent). More than two thirds of Bahrain’s
foreign direct investment (FDI) inflows originates from Kuwait,
Saudi Arabia and the United Arab Emirates (UAE).According to
the tourism survey, the number of overnight visitors increased
by 8.6 percent (y/y), reaching 1.7 million visitors during Q12025.
Inflation remained contained at 0.9 percent in 2024, and in-
creased marginally by 0.5 percent in Q12025.

In 2024, Bahrain recorded a fiscal deficit of 10.5 percent of GDP,
with expenditures reaching 28.9 percent of GDP and revenues 21
percent of GDP. The deficit is primarily driven by lower oil rev-
enues and higher interest payments. Bahrain’s ongoing efforts to
achieve fiscal sustainability through the Fiscal Balance Program
(FBP) launched to achieve a balanced budget by 2024 are focused
on reducing government expenses, increasing non-oil revenue,
and enhancing the efficiency of government services. The govern-
ment is continuing its fiscal reforms in 2025 as part of an ongo-
ing strategy to achieve long-term fiscal sustainability and address
high public debt.

Bahrain’s public debt was 131.8 percent of GDP in 2024. In Febru-
ary 2025, Bahrain issued an eight-year US$1.75 billion sukuk and a
12-year US$750 million conventional bond. The funds raised will be

FIGURE 1 / Real annual GDP growth
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used, in part, to refinance existing maturing debt, including US$1
billion in October 2025 and US$1.6 billion in January 2026.

The current account recorded a surplus of 4.8 percent of GDP in
2024, and a continued surplus of 7.5 percent of GDP in Q12025
(around 60 percent increase from the previous year). In Q12025,
the total value of merchandise exports decreased by 2.5 percent
(y/y), primarily driven by a 5 percent drop in oil exports. Base met-
als and basic metal products were the most significant exports
from Bahrain, accounting for 57 percent of non-oil exports. Mineral
products ranked second, contributing 17 percent of total exports.
On the other hand, the total value of goods imported decreased by
4.1 percent (y/y). The net value of services exports rose by 30.5 per-
cent (y/y). However, remittances have been declining: after falling
to 5.6 percent of GDP in 2024, they further dropped by 0.9 percent
in Q12025. FDI inflows increased by 3.5 percent (y/y) in Q12025. Fi-
nancial and insurance services continued to make the largest con-
tribution to FDI inflows by 64.2 percent in Q12025. Manufacturing
ranked second, contributing 13.4 percent of FDI inflows.

The labor market did not see significant changes in employment
and unemployment rates during recent years (ILO estimates), sta-
bilizing at around 70 percent in 2024, and 1 percent, respectively.
Significant disparities in labor market outcomes still exist among
different groups. Women were considerably less likely to be em-
ployed than men (41.4 percent versus 85.6 percent) and had a
much higher unemployment rate (3.65 percent versus 0.4 percent).
Unemployment was also notably high among female youth aged
15–24, reaching 12.4 percent in 2024. No major changes in employ-
ment and unemployment rates are expected for 2025 and 2026, al-
though some uncertainty remains.

Outlook

Real GDP growth is projected to remain steady, reaching 3.5
percent in 2025 supported by higher export volume of refined

fuel from the Sitra oil refinery. The completion of the US$7
billion expansion of the refinery expected later in 2025 will
boost crude oil-processing capacity by about 50 percent, from
267,000 b/d to 400,000 b/d, thereby supporting manufacturing
growth. Even though higher global tariffs will be in place, pro-
duction and exports of aluminum are expected to rise thanks
to new investments.

The fiscal deficit is expected to narrow to 7.7 percent of GDP
in 2025, driven by government’s efforts on revenue generation
including the introduction of the 15 percent domestic minimum
top-up tax in January 2025, as well as the introduction of a new
corporate income tax. The government has pledged not to raise
the value-added tax (VAT) rate further in 2025. The VAT rate re-
mains at 10 percent, but excise tax rates on “harmful goods” are in-
creased. Despite fiscal consolidation efforts, Bahrain’s fiscal deficit
is projected to be higher than 8 percent of GDP in the medium
term. Debt-servicing costs will remain substantial, given the large
stock of public debt.

The current account balance is projected to be in surplus over the
medium term thanks to oil and aluminum exports. Merchandise
exports will rise driven, in part, by the completion of the Sitra refin-
ery, which is expected to sharply increase the volume of refined oil
exports. Services exports are also expected to rise steadily led by
financial and business services, as well as tourism.

Key downside risks to the outlook arise from elevated spending
and delays in undertaking additional fiscal adjustments which
pose fiscal and external vulnerabilities. The direct impact of trade
uncertainty is expected to be limited, given that oil is exempted
from US tariff revisions. Indirect risks arise from geopolitical ten-
sion which could significantly affect investments. On the upside,
leveraging additional fiscal reforms and sustaining higher oil prices
would reduce fiscal and external vulnerabilities and put debt on a
firm downward path, while increasing employment opportunities
for the youth.

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

Real GDP growth, at constant market prices 6.2 3.9 3.1 3.5 3.1 2.9
Private consumption 6.9 4.7 4.8 4.9 4.2 3.3
Government consumption 2.1 7.3 5.3 5.0 3.5 3.1
Gross fixed capital investment 18.7 2.1 2.4 4.0 4.2 4.1
Exports, goods and services 9.2 -9.1 2.0 2.6 3.6 3.7
Imports, goods and services 11.9 2.6 3.5 3.7 4.7 4.6

Real GDP growth, at constant factor prices 4.3 3.8 3.1 3.5 3.1 2.9
Agriculture 4.4 4.7 2.1 3.0 3.2 2.8
Industry 1.7 0.1 4.1 6.5 5.8 4.0
Services 6.2 6.5 2.3 1.4 1.1 2.0

Employment rate (% of working-age population, 15 years+) 70.9 70.9 70.9 70.9 70.9 70.9
Inflation (consumer price index) 3.6 0.1 0.9 1.8 2.2 2.4

Current account balance (% of GDP) 14.7 5.8 4.8 4.4 4.0 3.7
Net foreign direct investment inflow (% of GDP) 0.0 13.2 4.6 1.5 2.2 2.2

Fiscal balance (% of GDP) -5.1 -8.5 -10.5 -7.7 -7.9 -8.5
Revenues (% of GDP) 22.4 19.4 19.2 19.3 18.1 17.5
Debt (% of GDP) 111.6 123.0 131.8 127.1 130.9 134.1
Primary balance (% of GDP) -1.7 -4.4 -6.3 -4.2 -4.1 -4.2

GHG emissions growth (mtCO2e) 4.3 2.7 5.2 4.1 3.6 3.3

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
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DJIBOUTI
Djibouti’s economy relies heavily on port activity, leaving
growth exposed to global trade shocks, US tariffs, and re-
gional tensions. Despite weaker port traffic in early 2025, GDP
growth was revised upward, supported by construction gains
from DDID FTZ developments and steady trade flows with
Ethiopia. Inflation at 1.6 percent, anchored by the currency
peg, ensures stability, but high debt, costly energy, weak re-
serves, climate risks, and stalled reforms cloud the outlook.

Key conditions and challenges

Djibouti’s economic fortunes hinge on the cranes and car-
go flows of its ports. As the country’s lifeline, the logistics
sector dominates GDP, fills government coffers, and provides
jobs. Yet, this reliance on re-exports and transshipment
leaves the economy exposed to global trade turbulence. Un-
certainty over US tariffs and escalating regional tensions,
particularly near the Bab el-Mandeb strait, could pose risks
to port activity.

Climate change compounds this fragility. The World Bank’s 2024
Country Climate and Development Report warns of rising seas,
droughts, and water scarcity, which endanger both vulnerable
households and critical port infrastructure.

Domestically, high electricity costs stifle private sector growth and
deter potential investors in industry and services. Finance remains
scarce, and a small domestic market limits opportunities for pri-
vate sector growth. Together with the elevated public debt burden
and exposure to regional instability, these factors can slow
progress toward inclusive development.

Population1 Poverty2

million millions living on less than $4.20/day

1.2 0.5
Life expectancy at birth3 School enrollment4

years primary (% gross)

66.0 64.4
GDP5 GDP per capita6

current US$, billion current US$

4.3 3658.4
Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2017 (2021 PPPs). 3/ 2023.
4/ 2021. 5/ 2024. 6/ 2024.

Welfare gaps and subsistence-level incomes remain structural
features of the economy. Inequality is one of the highest in the
Middle East, North Africa, Afghanistan, and Pakistan (MENAAP),
with a Gini index of 41.6 (2017). Human capital development is
constrained, with the Human Capital Index at 0.41 (2022), imply-
ing large productivity losses without improvements in health and
learning. These figures underscore substantial disparities in ac-
cess to services and the labor market: indeed, as of 2025Q1, un-
employment stood at 36.4 percent, with persistent gender gaps.
Building resilience will require time and targeted reforms, tack-
ling energy costs, accelerating climate adaptation, and expanding
space for private investment to grow.

Recent developments

Djibouti’s port activity is cooling in 2025 after a remarkable surge in
2024. Port throughput, the country’s economic heartbeat, slipped
by 7 percent in 2025Q1 year-on-year, driven by weaker transship-
ment. The throughput downturn reflects global trade uncertainty
tied to US tariff risks and shipping disruptions in the Red Sea due to
regional tensions. By mid-2025, total port traffic dropped 10.5 per-
cent year-on-year, driven by a 26 percent fall in transshipment and
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita

0

100000

200000

300000

400000

500000

600000

700000

0

10

20

30

40

50

60

70

80

90

2012 2014 2016 2018 2020 2022 2024 2026
International poverty rate Lower middle-income pov. rate

Upper middle-income pov. rate Real GDP pc

Real GDP per capita (constant LCU)Poverty rate (%)

Source: World Bank. Notes: See footnotes in the table on the next page.

Macro Poverty Outlook / October 20258



a one-third decline in restow volumes, underscoring the economy’s
vulnerability to global shocks.

Despite this, the broader growth trajectory has shifted upward. The
GDP forecast for 2025 has been revised upwards to 6 percent, an
increase of 0.8 percentage point relative to the spring forecast.
The DDID free-trade zone expansion fueled a surge in activity, with
the construction sector expanding by 12 percent year-on-year in
2025H1 as infrastructure projects advanced; telecoms grew 7 per-
cent amid rising digital demand; tourism edged up 3.4 percent; and
fisheries surged 42 percent, buoyed by new facilities and exports.
These gains, alongside fresh investment in logistics and energy cor-
ridors, have fueled domestic demand and softened global head-
winds. Ethiopia’s steady trade flows have added further stability,
signaling a gradual diversification of Djibouti’s growth base.

Poverty has declined in recent years: the share of people living be-
low $3.00/day fell from 25.4 percent to an estimated 19.3 percent
between 2017 and 2025, while the $4.20/day poverty rate dropped
from 43.7 to 33.8 percent over the same period, and is projected
to decrease to 30.3 percent by 2027. Still, poverty remains wide-
spread. The 2024 Population Census, the 2025 household survey,
and Djibouti’s first labor statistics survey are expected to sharpen
measurement and guide targeted, evidence-based policies.

In 2025, Djibouti posted a fiscal surplus, breaking years of deficit,
thanks to tighter spending discipline and improved revenue mobi-
lization, aided by the dissolution of the SWF and increased revenue
from military base leases. This enabled a modest reduction in pub-
lic debt, though debt sustainability pressures remain. On the exter-
nal side, softer port earnings weigh on the current account, while
import dependency persists. Inflation is projected to stay moderate
at 1.6 percent, supported by lower oil prices and confidence in the

currency peg. While reserve coverage remains low, prudent moni-
toring will be critical to safeguard monetary stability.

Outlook

Djibouti’s medium-term outlook is cautiously optimistic, an-
chored in its ports and logistics backbone, with throughput ex-
pected to stabilize after the recent downturn. Public investment
in transport and energy infrastructure should sustain momentum,
but unless electricity costs fall the private sector may struggle to
gain competitiveness.

Djibouti’s fiscal balance is projected to shift from a 0.8 percent sur-
plus in 2025 to a deficit of 0.3 percent in 2026, before recovering to
0.3 percent in 2027, amid revenue fluctuations and spending pres-
sures linked to the planned port expansion and renewable energy
projects. Debt sustainability remains a concern, with external debt
service absorbing a large share of government income. Balancing
fiscal prudence with adequate social spending will be key to easing
poverty. Inflation is projected to stay moderate, helped by stable
oil prices and the currency peg, though susceptible to potential ex-
ternal shocks in global fuel and food markets. The current account
balance is projected to average 14.7 percent of GDP over 2026–27,
partly supported by steady revenue from military bases.

Downside risks include regional tensions affecting Red Sea ship-
ping, global trade and tariffs uncertainty, climate shocks - especial-
ly droughts and water scarcity, and slow progress on energy and
private sector reforms. Yet an upside path exists. A global trade re-
bound, paired with reforms to lower energy costs and build climate
resilience, could unlock investment, generate jobs, and accelerate
poverty reduction.

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

Real GDP growth, at constant market prices 3.7 6.7 6.0 6.0 6.1 6.0
Private consumption -0.6 4.4 5.4 6.7 6.7 6.7
Government consumption -14.3 8.1 12.6 -7.6 -1.3 0.5
Gross fixed capital investment 2.7 12.4 9.4 4.3 -0.1 6.4
Exports, goods and services -12.5 8.4 9.4 13.9 15.0 12.5
Imports, goods and services -6.2 10.4 12.5 13.5 14.5 13.7

Real GDP growth, at constant factor prices 4.0 6.7 6.0 6.0 6.1 6.0
Agriculture -0.5 5.9 5.9 5.9 5.9 5.9
Industry 7.2 10.0 9.7 8.3 8.0 7.8
Services 3.4 6.0 5.2 5.5 5.6 5.5

Employment rate (% of working-age population, 15 years+) 23.6 23.7 23.8 23.8 23.8 23.8
Inflation (consumer price index) 5.1 1.4 2.2 1.6 1.5 1.4
Current account balance (% of GDP) 17.9 15.6 11.5 12.7 15.0 14.3

Fiscal balance (% of GDP) 0.2 -3.3 -2.6 0.8 -0.3 0.3
Revenues (% of GDP) 19.1 17.3 18.1 21.4 18.1 18.9
Debt (% of GDP) 66.5 69.4 66.4 61.4 57.8 54.9
Primary balance (% of GDP) 1.0 -3.1 -2.3 0.9 -0.2 0.5

International poverty rate ($3.00 in 2021 PPP)1,2 22.1 20.8 20.0 19.3 18.2 17.1

Lower middle-income poverty rate ($4.20 in 2021 PPP)1,2 39.1 36.9 35.4 33.8 32.0 30.3

Upper middle-income poverty rate ($8.30 in 2021 PPP)1,2 76.9 75.1 73.5 71.4 69.9 68.0

GHG emissions growth (mtCO2e) 5.1 2.0 0.9 1.3 2.0 2.5

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
1/ Calculations based on 2017-EDAM. Actual data: 2017. Nowcast: 2018-2024. Forecasts are from 2025 to 2027.
2/ 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

Egypt's near-term outlook is improving due to exchange-rate
unification and easing inflation, but significant macroeco-
nomic pressures remain, including high inflation, sluggish job
creation and elevated fiscal and external vulnerabilities. Sus-
tained reform momentum is essential to maintain stability
and buffer against shocks. Priorities include tax reform, bet-
ter- targeted subsidies, and reducing the state's footprint to
unlock the private sector’s potential.

Key conditions and challenges

Egypt’s economy faces deep structural challenges: revenue mobi-
lization is below potential, exposure to external shocks persists,
the state’s role in the economy is sizable, private sector competi-
tiveness needs strengthening, and labor force participation is low.
These issues are compounded by elevated public debt, a narrow
export base, and declining Suez Canal receipts, with regional ten-
sions amplifying vulnerability to abrupt portfolio outflows and
trade imbalances. Heavy reliance on imported oil and gas further
increases exposure to global volatility. Consequently, job creation
is weak and labor market participation has declined compared to his-
torical levels,especially forwomen, limitingopportunitiesfor improv-
ing household well-being. Employment is concentrated in non-trad-
able, low value-added activities, suppressing productivity and quality
job growth. While the reform trajectory is broadly positive, sustaining
momentum requires a faster shift toward a private sector-led, ex-
port-orientedmodel.Recentmeasures,supportedbytheIMFandde-
velopment partners, have yielded gains in exchange rate unifica-
tion, foreign direct investment (FDI) inflows, and easing inflation.

Population1 Poverty2

million millions living on less than $4.20/day

106.6 7.9
Life expectancy at birth3 School enrollment4

years primary (% gross)

71.6 90.3
GDP5 GDP per capita6

current US$, billion current US$

389.1 3651.2
Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2021 (2021 PPPs). 3/ 2023.
4/ 2023. 5/ 2024. 6/ 2024.

Recent developments

Egypt’s economy has entered a promising phase of recovery, with
real GDP growth rebounding to 4.8 percent in Q3 and 5.0 per-
cent in Q4 of FY25, up from 2.2 and 2.4 percent, respectively,
a year earlier, and averaging 4.4 percent for FY25. This reflects
the early impact of macroeconomic reforms, renewed external
support, and a favorable base effect following foreign exchange
(FX) shortages, import restrictions, and energy disruptions in the
prior year. Recently, growth has been sustained by stronger ex-
ports, private consumption, and a pickup in private investment,
especially as UAE-backed projects move from planning to execu-
tion, while public investment remains restrained. Non-oil manu-
facturing has revived as FX and import restrictions eased, though
Suez Canal disruptions and extractive sector challenges persist.
Urban inflation began to moderate, reaching 12.0 percent in Au-
gust 2025, but remains elevated. Labor force participation con-
tinues to be modest, underscoring the need for sustained efforts
to ensure economic gains translate into inclusive social progress
and poverty reduction.

FIGURE 1 / Real GDP growth, employment and labor force
participation rates
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FIGURE 2 / Net Foreign Assets (NFA) of the banking system
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Egypt’s fiscal dynamics reflect cautious progress amid enduring
pressures. Public investment remains contained under fiscal ceil-
ings, yet off-budget borrowing and contingent liabilities still weigh
on fiscal risks. The debt-to-GDP ratio remains high but declined
to 90.1 percent by end-FY24, with external government debt at
27.3 percent of GDP.

Externally, resilience has improved. The exchange rate has held
steady without parallel market pressures, banks’ foreign asset
positions have strengthened, and foreign exchange buffers
reached US$59.9 billion by end-September 2025. Yet, vulnerabil-
ities linger. Egypt faces US$20.3 billion in external refinancing
needs in H2 2025, continued arrears to international oil com-
panies (IOC), and a current account deficit that could strain FX
liquidity if regional tensions escalate. Delays in priority reforms
have slowed IMF disbursements, underscoring the urgency of
sustained reform momentum to anchor market confidence and
safeguard macro stability.

Social gains remain limited. With modest per capita growth and
persistent inflation, poverty reduction is constrained. Egypt’s
poverty remains high and uneven: in 2021/22, 33.5 percent were
poor by the national line, with stark regional gaps. By the World
Bank’s updated lower middle-income country line of $4.2/day
(2021 PPP), the poverty headcount is estimated to have increased
by around 5 percentage points between 2022 and 2024.

Outlook

As the economy gradually gains momentum, Egypt’s growth is
projected to rise from 2.4 percent in FY24 to an average of 4.5
percent in FY25–FY27. The poverty rate (using the lower middle-
income country poverty line of $4.2/day in 2021 PPP) is estimated

to remain close to 2024 levels. With the IMF and other partners
closely monitoring Egypt’s policy trajectory, the current window
offers a critical opportunity to lock in credibility. Accelerating re-
forms, especially on revenue mobilization and subsidy rational-
ization, while protecting the most vulnerable, will be decisive to
convert short-term gains into lasting stability.

The fiscal outlook highlights this urgency. After a one-off boost
from Ras El Hekma proceeds in FY24, the headline deficit is pro-
jected to widen to 7.4 percent of GDP in FY25, due to higher inter-
est costs and softer non-tax revenues. From FY26, fiscal consolida-
tion should accelerate, supported by VAT amendments, gradual ra-
tionalization of tax expenditures, and tax administration reforms
to strengthen compliance and predictability. Alongside a phased
reduction in energy subsidies, these measures can help rebuild
buffers and anchor fiscal sustainability.

Debt dynamics are improving but remain highly dependent on con-
sistent policy implementation. Government debt-to-GDP ratio is
projected to decline from 90.1 percent at end-FY24 to 84.8 per-
cent at end-FY25, supported by a primary surplus and favorable
real interest rates. However, rising contingent liabilities, linked to
energy sector support, electricity subsidies, and gas imports, high-
light risks. Pressures from IOC arrears, a wide FY25 oil trade deficit,
and a muted Suez Canal recovery should be offset by stronger re-
mittances, tourism, and non-oil exports. Policy credibility, under-
pinned by the IMF’s EFF, Eurobond issuance, and multilateral and
bilateral financial support, will be critical to containing risks and
putting debt on a sustainable path. Egypt’s National Narrative for
Economic Development launch is expected to anchor ongoing re-
forms and reinforce the government’s commitment to a competi-
tive, private sector-driven, export-oriented economy. Risks remain
skewed to the downside due to regional uncertainty, modest glob-
al growth prospects, and potential reform slippages.

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

Real GDP growth, at constant market prices 6.6 3.8 2.4 4.4 4.3 4.8
Private consumption 2.8 3.6 8.0 6.3 7.0 5.0
Government consumption 4.9 -2.8 0.2 1.0 2.0 2.0
Gross fixed capital investment 18.5 -16.6 -6.6 -13.8 11.2 20.0
Exports, goods and services 57.4 31.4 -10.6 37.0 12.4 16.0
Imports, goods and services 24.3 1.1 4.7 24.3 22.0 19.0

Real GDP growth, at constant factor prices 6.2 3.6 2.3 4.4 4.3 4.8
Agriculture 4.0 4.1 3.8 2.8 3.8 3.9
Industry 6.9 -0.6 -1.9 4.7 3.3 4.2
Services 6.2 6.2 4.6 4.6 5.0 5.4

Employment rate (% of working-age population, 15 years+) 40.9 40.4 40.4 42.7 43.3 44.0
Inflation (consumer price index) 8.5 24.1 33.6 20.9 14.6 8.2

Current account balance (% of GDP) -3.5 -1.2 -5.3 -4.4 -3.8 -2.6
Net foreign direct investment inflow (% of GDP) 1.8 2.5 11.7 2.7 3.0 3.2

Fiscal balance (% of GDP) -6.2 -6.0 -3.6 -7.4 -6.7 -6.1
Revenues (% of GDP) 17.2 15.4 18.3 14.9 15.9 16.7
Debt (% of GDP) 88.3 95.2 90.1 84.8 81.7 80.0
External government debt (% of GDP) 19.5 25.1 27.3 24.0 24.1 23.9

Lower middle-income poverty rate ($4.20 in 2021 PPP)1,2 7.1 10.2 12.6 12.5 12.5 ..

GHG emissions growth (mtCO2e) -0.2 -0.2 -0.6 0.5 1.0 1.5

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
1/ Calculations based on 2010-HIECS, 2015-HIECS, and 2021-HIECS. Actual data: 2021. Nowcast: 2022-2024. Forecasts are from 2025 to 2027.
2/ Projection using annualized elasticity (2010-2015) with pass-through = 0.01 based on GDP per capita in constant LCU. Poverty estimates for 2023 and 2024 are based on microsimu-
lations of the impacts of high inflation and government mitigating measures.
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IRAN, ISLAMIC
REPUBLIC

GDP growth is slowing, constrained by intensified sanctions,
worsening water and energy shortages, and heightened un-
certainty following the escalation in the conflict in the Middle
East in June. Inflationary expectations and the financing of a
growing fiscal deficit have increased inflationary pressures.
Medium-term growth is projected to remain below recent
trends and be exposed to heightened risks, including further
economic sanctions and military tensions.

Key conditions and challenges

After four years of moderate growth, the economy is facing an
unprecedented security escalation, intensified sanctions, and
entrenched structural challenges. The escalation in the conflict
in the Middle East in June, compounded by tighter sanctions,
has triggered currency depreciation and raised inflation expec-
tations. The stock market has fallen by 26 percent from its
May 2025 peak and inflation is accelerating again. A widening
budget deficit is limiting government investment despite urgent
infrastructure needs.

Growing energy and water shortages have led to rationing
and disrupted economic activity. Water scarcity, driven
by recurring droughts, climate change, and suboptimal
resource management, has depleted rivers, lakes, and
aquifers, causing severe land subsidence that threatens infra-
structure and long-term productivity. Precipitation has declined
by 41 percent since 2024 and electricity shortages are causing
frequent outages.

Population1 Poverty2

million millions living on less than $8.30/day

86.0 32.7
Life expectancy at birth3 School enrollment4

years primary (% gross)

77.7 104.5
GDP5 GDP per capita6

current US$, billion current US$

475.3 5528.9
Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2023 (2021 PPPs). 3/ 2023.
4/ 2020. 5/ 2024. 6/ 2024.

Recent growth headwinds add to labor market challenges. De-
spite moderate employment growth, on average, only 3.8 in 10
working-age Iranians are employed; for women, the rate is just
1.2 in 10. The services sector, employing over half of the work-
force, has been impacted by conflict and post-war connectivi-
ty disruptions. Aging demographics and emigration, particularly
among the highly educated youth, are eroding human capital
and growth prospects.

Recent developments

GDP growth slowed to 3.7 percent in 2024/25 (the Iranian calendar
year starts on March 20), the lowest in five years, driven by a sharp
deceleration in the oil sector. Oil GDP growth fell to 4.6 percent
from 18.8 percent a year earlier, reflecting weaker demand and
years of underinvestment. Non-oil GDP expanded by 3 percent,
supported by services, particularly in wholesale and retail trade.
High-frequency indicators in 2025/26 point to a marked weakening
of economic activity, amid geopolitical tensions, supply constraints,
and declining investor confidence.

FIGURE 1 / Real GDP growth and supply-side contributions to real
GDP growth
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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Despite a planned contractionary budget in 2024/25, public spend-
ing exceeded targets by over 40 percent, resulting in an estimated
fiscal deficit of 3.2 percent of GDP. To finance this gap, the gov-
ernment doubled planned bond issuance and tapped additional re-
sources from the National Development Fund (NDFI) and the bank-
ing system. In 2025/26, the deficit has been widening, driven by
higher spending. Oil revenues have faced pressure from stricter US
sanctions, while non-oil tax revenues have been impacted by slower
growth. Public debt remains modest relative to GDP and is almost en-
tirely domestic. The ratio would be significantly higher when consid-
ering debt to NDFI (estimated at 21 percent of GDP in 2024/25).

The conflict has fueled inflationary expectations and triggered
further currency depreciation, pushing inflation to 40.1percent (Y-
o-Y) in the first five months of 2025/26, driven by food price infla-
tion of 44.5 percent. Disruptions to economic activity and limited
access to foreign exchange caused non-oil exports and imports
to decline by 6 percent and 16.3 percent (Y-o-Y), respectively, nar-
rowing the non-oil trade deficit by 52 percent to US$2.1 billion.
With the economy facing stagflation and almost 90 percent of fi-
nancing reliant on banks, the central bank remains under pres-
sure to maintain monetary restraint. These pressures reenforce
preexisting financial sector vulnerabilities, including the banking
sector undercapitalization.

Outlook

GDP growth is projected to slow sharply in the medium term, led
by a contraction in the oil sector amid stricter US sanctions and
weaker global demand. Under a scenario of 500 kbpd lower oil
exports for the final 7 months of 2025/26 compared to 2024/25
and a further halving of exports in 2026/27, GDP is expected to

contract by 2.3 percent on average in 2025/26-2026/27, reflect-
ing declines in both oil and non-oil activity. This outlook assumes
the return of UN sanctions and falling oil demand from China,
but no further military escalation. Non-oil sectors, already con-
strained by trade and financial sanctions, energy shortages, and
liquidity constraints, will face additional post-conflict disruptions
and the repercussions of the return of UN sanctions.

This contraction in GDP is expected to push 2 million people into
poverty in 2025. The share of the population living below the UMIC
poverty line (US$8.30 a day in 2021 PPP) is forecast to increase
from 33.2 percent in 2024/25 to 35.4 percent in 2025/26. Poverty
is projected to further increase in 2026/27 to 38.8 percent, pushing
an additional 3 million people into poverty. Those living below or
near the poverty line are particularly vulnerable to an economic
downturn. Vulnerable households are disproportionately likely to
be female-headed, have less than a high-school education and to
live in rural areas. Increased water scarcity will particularly affect
the livelihood of households relying on agriculture, increasing rur-
al-urban migration and the pressure on urban service-provision.

The fiscal deficit is projected to average 4.2 percent over the
projection period due to expected lower oil export revenues
and higher expenditures. Inflationary expectations and mone-
tary financing of the budget deficit are forecast to push infla-
tion to above 50 percent in 2026–27,disproportionately affecting
low-income households.

Downside risks to the outlook have significantly increased. Keyrisks
include renewed military tensions, further intensification of sanc-
tions, disruption to cross-border trade, a sharp cut to oil exports,
and slower global growth, which could further dampen growth, de-
press investment, and amplify fiscal and inflationary pressures.

Recent history and projections 2022/23 2023/24 2024/25e 2025/26f 2026/27f 2027/28

Real GDP growth, at constant market prices 4.4 5.3 3.7 -1.7 -2.8 0.3
Private consumption 5.3 1.6 3.5 -0.3 -2.0 0.5
Government consumption -0.8 -0.6 3.8 -2.1 -3.3 1.2
Gross fixed capital investment 9.2 6.3 3.8 -4.9 -7.6 1.8
Exports, goods and services 7.7 13.2 6.0 -12.8 -16.2 -1.1
Imports, goods and services 8.8 1.5 2.7 -16.4 -24.0 2.3

Real GDP growth, at constant factor prices 4.6 5.0 3.1 -1.7 -2.8 0.3
Agriculture 3.7 0.8 3.6 -4.5 1.0 1.0
Industry 9.0 7.3 2.8 -4.3 -4.8 0.3
Services 1.2 4.0 3.3 1.2 -2.0 0.2

Employment rate (% of working-age population, 15 years+) 37.2 37.9 37.9 37.4 36.4 36.3
Inflation (consumer price index) 53.1 47.4 35.8 49.0 56.0 58.0

Current account balance (% of GDP) 3.4 1.9 2.8 -0.3 -0.1 0.3
Net foreign direct investment inflow (% of GDP) 0.0 0.0 0.0 -0.1 -0.2 0.0

Fiscal balance (% of GDP) -2.6 -2.5 -3.2 -4.1 -4.7 -3.9
Revenues (% of GDP) 10.3 9.8 9.9 8.0 6.9 7.3
Debt (% of GDP) 28.1 26.1 24.3 26.6 29.0 29.4
Primary balance (% of GDP) -2.2 -2.2 -2.7 -3.6 -4.2 -3.5

International poverty rate ($3.00 in 2021 PPP)1,2 2.8 2.5 2.0 2.3 2.9 3.0

Lower middle-income poverty rate ($4.20 in 2021 PPP)1,2 8.2 7.5 6.3 7.2 8.6 8.8

Upper middle-income poverty rate ($8.30 in 2021 PPP)1,2 39.0 36.0 33.2 35.4 38.8 39.2

GHG emissions growth (mtCO2e) 1.1 1.2 2.6 0.7 0.5 1.1

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
1/ Calculations based on 2017-HEIS, 2019-HEIS, and 2023-HEIS. Actual data: 2023. Nowcast: 2024. Forecasts are from 2025 to 2027.
2/ Projection using annualized elasticity (2017-2019) with pass-through = 1 based on GDP per capita in constant LCU.
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IRAQ
GDP growth is gradually recovering, driven by rising oil pro-
duction while non-oil GDP growth has slowed in part due to
water and energy shortages. Lower oil prices are driving fis-
cal and external account pressures. Poverty has declined but
stark regional disparities persist. Medium-term growth out-
look hinges on the oil sector. The outlook remains subject to
significant risks, including the spillover of regional conflict
and oil market volatility.

Key conditions and challenges

GDP growth is gradually recovering, supported by higher oil pro-
duction due to rising OPEC+ production quotas. Recent large en-
ergy and transport sector projects are supporting growth, job cre-
ation, and economic diversification, but these efforts need to be
complemented with deeper policy reforms.

Lower oil prices have increased fiscal vulnerabilities, given the
economy’s high dependence on oil. Budget rigidities, including high
wage and transfer expenses, reduce space for investment in hu-
man capital and infrastructure. The decline in oil prices has already
led to cuts in government investment that also weigh on non-oil
growth. The public debt burden is estimated to have increased to
46.3 percent of GDP in 2024 even with a partial execution of the
planned budget. While the ratio is relatively modest, fiscal risks re-
main high due to significant contingent liabilities and the budget’s
sensitivity to oil market conditions.

Concern about economic prospects and jobs is the most frequently
reported issue affecting individuals’ well-being in Iraq (IHSES 2023/
24). The unemployment rate stands at 13.5 percent, higher than

Population1 Poverty2

million millions living on less than $8.30/day

46.0 12.6
Life expectancy at birth3 School enrollment4

years primary (% gross)

72.3 103.7
GDP5 GDP per capita6

current US$, billion current US$

279.6 6073.6
Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2023 (2021 PPPs). 3/ 2023.
4/ 2007. 5/ 2024. 6/ 2024.

the regional average, while labor force participation remains per-
sistently low at 38 percent. This is driven primarily by the low par-
ticipation of women, which at 13.6 percent is among the lowest in
the world. Employment growth is not responsive to GDP per capita
growth, as growth is largely driven by the oil sector.

Iraq has weathered the recent escalation of conflict in the region rel-
atively well, but weakening global demand could prove as headwinds
for the economy. Aslowdown in global growth could depress interna-
tional oil prices, reduce Iraq’s exports, and renew price pressures.

Recent developments

The economy faced headwinds from the oil sector contraction in
2024 and early 2025. Real GDP contracted by 3.8 percent year-on
year (YoY) in the first half of 2025 (H1-25), following a 1.5 per-
cent oil-based decline in 2024. The contraction in H1-25 was dri-
ven by a 6.6 percent decline in oil GDP, because of compen-
satory adjustment for past divergence from OPEC+ quota. Non-
oil GDP contracted by 0.4 percent YoY, as agriculture contracted
due to reduced rainfall and non-oil activity was impacted by elec-
tricity shortage. Inflation eased during H1-25 to 1.5 percent YoY

FIGURE 1 / Real GDP growth and supply-side contributions to real
GDP growth
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FIGURE 2 / Actual and projected poverty rates and real private
consumption per capita
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supported by lower global commodity prices, weaker domestic de-
mand, and trading partner currency depreciation. Excess liquidity,
high reliance on cash and limited credit intermediation by banks,
constrain monetary policy transmission.

The fiscal account registered a surplus in H1-25 due to under-
execution of planned investments. In H1-25, government revenues
declined by 5.9 percent YoY, due to a 3 percent decline in oil receipts.
Non-oil revenues (9 percent of revenues) also declined sharply by
30.4 percent, due to lower economic activity. Expenditures increased
by 1.8 percent YoY, driven by higher wages and social transfers, and
despite investment spending falling by 32.6 percent. As a result, the
fiscal account registered a surplus of 2.2 percent of GDP in H1-25.

Lower oil exports and rising imports pushed the current account
into a deficit of 0.2 percent GDP in Q1-25, while foreign reserves
declined to nine months of imports. The current account deficit
was financed through drawdown on reserves, while net invest-
ment inflows declined YoY.

The national poverty rate declined to 17.5 percent in 2023/24 from
18.9 in 2012. Inequality remains stable with a Gini coefficient of 0.3.
Stark regional disparities are persistent with southern governorates
facing significantly higher poverty than the rest of Iraq and the Kur-
distan region. Iraq is expected to launch its National Poverty Reduc-
tion Strategy (2026-30), aiming to halve the national poverty rate.

Outlook

The economy is projected to grow in line with the oil sector. After a
small oil-based contraction in 2025, a more accelerated unwinding

of OPEC+ production cuts is forecast to lift average annual GDP
growth to 5.1 percent in 2026–2027. Non-oil GDP growth and job
creation, however, are projected to slow due to energy and water
shortages and lower execution of planned public investment. With-
out fiscal reforms, lower projected oil prices and rising recurrent
expenditures are expected to push the fiscal balance into a deficit
and raise the public debt-to-GDP ratio to 59.5 percent by 2027.
While projected lower export revenues in 2025 and a small growth
in 2026 are likely to be met with a slower growth in imports, the
current account is forecast to remain in deficit in 2025–27 and lead
to a decline in the reserve to import ratio to 6.6 months in 2027.

Iraq’s social protection programs are expected to continue providing
a buffer for vulnerable households against global market volatility
and hold poverty rates steady. The cash transfer program reaches
more than one-fifth of the population and its public distribution sys-
tem for food rations is nearly universal. While public sector employ-
ment and welfare programs provide asafety net, diversified econom-
ic opportunities would offer poor households a more sustainable
path out of poverty. Additionally, trade-induced volatility in prices
may affect households higher up in the welfare distribution, poten-
tially increasing poverty at the upper-middle income poverty lines.

Risks to the economic outlook remain significant. A sharper decline
in oil prices or a sizable reduction in export volumes, either due
to weaker global demand or disruptions to shipping routes would
negatively impact growth prospects. A more concerted economic
diversification drive, with a prominent role of the private sector,
can foster economic resilience and create much-needed jobs.
Trade facilitation, participation in trade corridors, energy cooper-
ation, and improved regional security would facilitate the path for
economic diversification and sustainable growth.

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

Real GDP growth, at constant market prices 5.0 1.7 -1.5 -0.9 6.7 3.6
Private consumption 2.7 2.0 2.0 0.2 1.0 1.3
Government consumption 1.4 3.5 4.4 1.9 -0.1 1.3
Gross fixed capital investment 3.3 -8.6 6.8 -22.7 1.2 2.4
Exports, goods and services 7.2 12.1 -0.1 0.5 10.5 5.7
Imports, goods and services 27.9 0.5 10.0 -2.0 1.5 3.2

Real GDP growth, at constant factor prices 8.0 0.5 -1.5 -0.9 6.7 3.6
Agriculture -21.0 19.5 18.5 -1.0 1.0 1.0
Industry 12.0 -4.5 -2.7 -1.9 10.1 4.8
Services 3.5 9.2 -1.5 0.7 1.4 1.4

Employment rate (% of working-age population, 15 years+) 35.7 35.9 35.8 36.1 36.2 36.3
Inflation (consumer price index) 5.0 4.4 2.5 3.0 3.5 3.5

Current account balance (% of GDP)1 19.0 9.7 0.1 -0.1 -1.0 0.2

Net foreign direct investment inflow (% of GDP)1 0.8 2.1 2.9 2.6 2.7 2.6

Fiscal balance (% of GDP)1 12.7 0.9 -0.1 -5.7 -6.0 -4.7
Revenues (% of GDP) 38.8 38.4 38.7 35.5 34.6 35.7

Debt (% of GDP)1 39.1 42.4 46.3 54.6 58.6 59.5

Primary balance (% of GDP)1 14.6 1.9 0.6 -5.2 -5.4 -3.9

International poverty rate ($3.00 in 2021 PPP)2,3 .. 0.5 0.5 0.6 0.6 0.6

Lower middle-income poverty rate ($4.20 in 2021 PPP)2,3 .. 2.4 2.4 2.6 2.7 2.7

Upper middle-income poverty rate ($8.30 in 2021 PPP)2,3 .. 28.0 28.0 29.2 29.8 30.2

GHG emissions growth (mtCO2e) -5.2 -7.2 4.0 5.0 4.3 5.9

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
1/ Share of factor cost GDP. Primary balance excludes interest received.
2/ Calculations based on 2023-IHSES. Actual data: 2023. Nowcast: 2024. Forecasts are from 2025 to 2027.
3/ Projection using neutral distribution (2023) with pass-through = 0.7 (Low (0.7)) based on private consumption per capita in constant LCU.
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JORDAN
Despite regional turbulence, Jordan’s economy expanded by
2.7 percent in Q1-2025. Inflation remained close to 2.0 per-
cent during the first half of the year. However, the fiscal
and current account deficits widened slightly. Medium-
term growth is projected to remain at around 2.7 percent.
Attracting private investment that generates employment,
while enhancing resilience to climate-related shocks, will be
essential to fostering further growth and prosperity.

Key conditions and challenges

Jordan’s economic stability remains intact. Nevertheless, renewed
regional tensions and global trade headwinds present ongoing
challenges. These pressures could weigh on investor confidence
and contribute to higher logistical costs and trade disruptions.

Higher growth and stronger job creation are required to address
relatively high unemployment. Strengthening an export-oriented
private sector will be essential to complement the public sector’s
strong efforts to drive growth, particularly considering limited fiscal
space as public debt levels remain relatively high.

Climate-related events also pose risks. In early 2025, hot and dry
weather was believed to have contributed to the reduction in do-
mestic grain production which, in turn, increased reliance on food
imports and food price volatility. In the water sector, rising energy
costs and unmet demand have deepened financial deficits and
heightened fiscal risks, while supply-side solutions remain costly.
The energy sector faces similar pressures, as hotter summers in-
crease electricity demand, placing additional strain on generation
capacity and system reliability.

Population1 Poverty
million

11.6 ..
Life expectancy at birth2 School enrollment3

years primary (% gross)

77.8 98.3
GDP4 GDP per capita5

current US$, billion current US$

53.4 4624.6
Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2023. 3/ 2023. 4/ 2024. 5/ 2024.

The national poverty rate in Jordan was 15.7 percent in 2018, based
on the 2017–18 Household Income and Expenditure Survey. Re-
sults from the 2021-22 Household Income and Expenditure Survey
have yet to be released.

Recent developments

Jordan’s economy expanded by 2.7 percent in Q1-2025, sus-
taining the pace of previous quarters. This follows solid 2024
growth of 2.5 percent despite regional headwinds. Agricul-
ture, manufacturing, and services drove activity, with manu-
facturing posting its strongest-ever quarterly growth, supported by
diversified exports.

Unemployment in Q1 2025 was 21.3 percent, virtually unchanged
from a year earlier. Labor force participation declined slightly to
32.9 percent in Q1-2025 (from 34.1 percent a year earlier), with
both male and female participation rates falling to 51.2 percent
(from 53.7 percent) and 14.5 percent (from 15.5 percent), respec-
tively. Female labor force participation remains one of the lowest
in the Arab region. Women who do join the labor force are dispro-
portionally likely to be highly educated.

FIGURE 1 / Tourist arrivals surged, exceeding pre-crisis levels
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FIGURE 2 / Central government fiscal deficit narrowed
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As of August 2025, nearly 138,000 refugees registered with UNHCR
have returned from Jordan to Syria. Dar’a is the most popular gov-
ernorate of origin, accounting for 40 percent of returnees. An es-
timated 481,000 registered Syrian refugees still live in Jordan, half
of whom are children. The number of Syrians living in camps has
dipped below 100,000 for the first time since the start of the war.

Annual headline inflation remained contained at 1.9 percent in the
first seven months of 2025, below the 2011–2024 average of 2.4
percent. The Central Bank of Jordan kept its policy rates unchanged
in the first seven months of 2025, after a cumulative 100-basis-
point reduction in 2024 in alignment with the U.S. Federal Reserve.
Consequently, the overnight deposit window rate (the effective pol-
icy rate) stood at 6.25 percent in July 2025. Jordan’s external com-
petitiveness improved in the first half of 2025, supported by fa-
vorable relative price movements. Lower domestic inflation com-
pared to trading partners and global currency trends made Jordan-
ian goods and services relatively more affordable in external mar-
kets, thereby enhancing export potential.

Compared to the previous year, the overall fiscal deficit of the cen-
tral government widened by 0.7 p.p. to 2.7 percent of the estimat-
ed full-year GDP in the first half of 2025. This was driven by weaker
tax revenue from income and profits, higher capital expenditure,
transfers, and interest payments. The primary balance (excluding
foreign grants) continued to register a surplus, albeit narrowing, for
the third consecutive year.

Outlook

Economic growth is projected to average 2.7 percent in the medi-
um term. Easing regional tensions would help attract more tourists

and investors. Lower oil prices are expected to provide some relief
to Jordan’s import bill and production costs, although remittance
inflows could be negatively affected. A rapid economic recovery in
Syria could potentially generate positive spillover effects for Jordan,
given the potential for trade and investment flows. On the down-
side, global trade-related headwinds and policy uncertainty that
follow pose additional risks. While the direct impact on Jordan is
expected to be manageable, the resulting uncertainty from contin-
ued trade disruptions could dampen global demand, which in turn
could weigh on demand for Jordanian exports.

Inflation is projected to remain contained, supported mainly by sta-
ble international prices for key imports. Annual headline inflation
is expected to reach 2.2 percent in 2025 and to stabilize at 2.4 per-
cent in subsequent years.

The twin deficits are projected to narrow, supported by continued
revenue mobilization efforts, expenditure control, and the recov-
ery in tourism. The fiscal deficit is expected to be financed through
a combination of bond issuance, concessional borrowing, and
grants. Nonetheless, fiscal pressures from utility companies may
keep public debt levels elevated, while the external sector remains
vulnerable to regional instability. Given moderate growth, debt re-
duction is expected to be gradual, underscoring the importance of
steady fiscal consolidation and reforms to safeguard sustainability.

To reduce poverty and promote shared prosperity, Jordan must
accelerate inclusive, private-sector-led growth, particularly in ex-
port industries. Building resilience to climate shocks in energy
and water is essential for stability, alongside a robust social safe-
ty net to protect the most vulnerable. Preparing for pension re-
form will also be vital to ensure long-term fiscal sustainability and
adequate retirement protection.

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

Real GDP growth, at constant market prices 2.6 2.9 2.5 2.6 2.7 2.8

Real GDP growth, at constant factor prices 3.0 3.2 2.7 2.9 2.9 3.0
Agriculture 3.9 6.4 6.9 7.4 4.5 4.0
Industry 4.4 4.3 3.7 3.3 3.0 3.0
Services 2.3 2.5 1.9 2.2 2.7 2.9

Inflation (consumer price index) 4.2 2.1 1.6 2.2 2.4 2.4

Current account balance (% of GDP) -8.1 -3.6 -5.9 -5.6 -5.0 -4.7
Net foreign direct investment inflow (% of GDP) 1.7 3.6 3.0 3.2 3.4 3.5

Fiscal balance (% of GDP)1 -5.8 -5.1 -5.5 -5.4 -5.2 -4.6
Revenues (% of GDP) 25.7 25.2 24.9 25.5 25.6 25.5

Expenditures (% of GDP)1 31.5 30.3 30.5 30.9 30.8 30.0

Consolidated debt (% of GDP)2 88.6 89.0 90.2 89.6 88.4 86.6

Unconsolidated debt (% of GDP)2 111.2 113.5 116.6 117.5 117.7 117.1

Primary balance (% of GDP)1 -1.5 -0.4 -0.1 0.2 0.3 0.1

GHG emissions growth (mtCO2e) 3.1 0.8 0.4 1.2 1.6 1.8

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
1/ Including the Adjustment on receivables and payables (use of cash) as per IMF Country Report No. 23/49.
2/ 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

The economy is recovering in 2025 after a year of recession,
supported by the gradual unwinding of OPEC+ production
cuts. Strong sovereign assets buffer shocks, but heavy oil
reliance heightens exposure to price swings and long-term
demand. Downside risks are elevated driven by oil price
volatility, regional geopolitical tensions, slow diversification
and reforms delays.

Key conditions and challenges

Kuwait’s long-term economic resilience hinges on advancing di-
versification and modernizing the economy. Substantial sover-
eign assets and oil revenues provide important financial buffers,
yet reliance on hydrocarbons leaves the economy vulnerable to
commodity price volatility and long-term demand shifts. It al-
so underscores the urgency of fiscal and structural reforms to
modernize the economy, safeguard stability and preserve in-
vestor confidence. Over the longer term, climate-related risks
and the structural decline in global oil demand pose additional
challenges to growth and sustainability. Structural reforms are
therefore critical to foster private sector-led growth, generate
productive employment, and meet the aspirations of a young
and growing population. Durable fiscal consolidation will require
tighter expenditure control, stronger budget frameworks, and
greater mobilization of non-oil revenues. Moreover, reforms to
the business environment and labor market are essential to at-
tract investment and enhance productivity. Structural legal re-
forms are advancing under Vision 2035, including draft legis-
lation to establish specialized economic courts to speed com-
mercial dispute resolution and improve the investment climate.

Population1 Poverty
million

5.0 ..
Life expectancy at birth2 School enrollment3

years primary (% gross)

83.2 101.9
GDP4 GDP per capita5

current US$, billion current US$

144.9 29133.2
Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2023. 3/ 2015. 4/ 2024. 5/ 2024.

These efforts are part of a broad review of 983 laws—about
25 percent completed in 2024—alongside reforms to judicial,
nationality, tax, family, and digital frameworks, aimed at mod-
ernizing legislation, enhancing transparency, and aligning with
international standards.

Recent developments

Kuwait’s economy contracted in 2024, with real GDP declining by
2.9 percent, reflecting a sharp fall in oil sector output (4.2 percent)
following OPEC+ production cuts. By contrast, the non-oil sector
grew by 1.9 percent, demonstrating resilience despite the overall
downturn. This was supported by large infrastructure projects such
as Mubarak Al-Kabeer Port and the Silk City initiative, which helped
cushion the downturn, create jobs, and attract investment. In 2025,
private-sector credit growth strengthened further, with year-on-
year growth accelerating to 6.5 percent in June 2025 from 4.6 per-
cent in December 2024, signaling increased access to finance for
private firms. Inflation eased to 2.4 percent in July 2025, from 2.9
percent in 2024, as demand pressures moderated and external
price pressures receded, consistent with global disinflationary
trends, while Kuwait’s subsidies on fuel, electricity, water, and

FIGURE 1 / Annual real GDP growth
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FIGURE 2 / Fiscal balance
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some food items continued to buffer households from global price
swings and keep inflation low and stable.

The fiscal deficit is estimated to have widened to 5 percent of GDP
in 2024, compared with 4.8 percent in 2023, as lower oil prices
and OPEC+ production cuts weighed on revenues. Despite contin-
ued expenditure restraint, fiscal pressures intensified, underscor-
ing the sensitivity of public finances to oil market developments.
The current account surplus continued to narrow to 24.3 percent
of GDP in 2024 as lower oil prices and production reduced the
trade balance, while in Q1 2025 it reached about 30 percent of
GDP on the back of stronger oil receipts. Foreign direct invest-
ment inflows remained subdued, underscoring persistent structur-
al barriers that constrain private-sector development, despite ear-
ly-2025 measures like eased property-ownership rules for investor-
licensed entities. While non-oil exports grew by 19.8 percent in
2024, their share in total exports remained modest at 9.3 percent,
underscoring their limited contribution to overall trade flows and
highlighting the economy’s continued reliance on hydrocarbons. Of-
ficial reserve assets declined yet continue to provide adequate cover-
age of external financing needs and help safeguard external stability.

Outlook

Real GDP is projected to recover in 2025, with oil sector growth
reaching 2.9 percent as OPEC+ production cuts are gradually un-
wound. Non-oil activity is forecast to expand by 2 percent, under-
pinned by a rebound in real credit growth and large-scale infra-
structure projects such as the Northern Special Economic Zone.
Over the medium to long term, however, sustaining higher and
more inclusive growth will hinge on advancing structural reforms
to strengthen the business climate, attract private investment, and
diversify the economy away from hydrocarbons.

The fiscal deficit is projected to stay broadly constant at 4.7 percent
of GDP in 2025, reflecting higher oil revenues but will persist de-
spite continued expenditure restraint. Public debt is expected to

rise gradually from 2025 onward but remain low conditional on
the implementation of the Financing and Liquidity Law. Financing
needs are expected to be increasingly met through debt issuance,
reflecting volatile oil revenues and rigid current expenditures. Over
the medium term, fiscal pressures are likely to persist, as declining
oil prices and rigid current spending continue to outstrip consoli-
dation efforts, underscoring the importance of timely and compre-
hensive fiscal reforms.

Monetary policy is expected to ease and remain closely aligned
with global central bank actions given the currency peg, support-
ed by a declining inflation trajectory, with inflation projected to
ease to 2.6 percent in 2025 and average around 2.2 percent over
the medium term.

The external position is projected to remain strong, with the cur-
rent account surplus expected to reach 23.9 percent of GDP in
2025, reflecting higher oil export revenues, and remain over 20
percent through 2027. Sizable sovereign assets are expected to
provide a substantial cushion, mitigating external vulnerabilities
and supporting confidence over the medium term.

Despite the overall economic contraction, ILO employment projec-
tions for 2025 point to a growth of about 2 percent y-o-y, stronger
among women (2.4 percent y-o-y), thanks to the recovery of the
non-oil sector. This is happening in a context of roughly stable la-
bor force participation and unemployment rates. The latter is pro-
jected to hover around 2.1 percent in 2025, with virtually no change
with respect to 2024. Yet, the unemployment rate is estimated to
remain significantly higher at 14.9 percent among youth (15–24),
with a peak of 28.3 percent among young women.

Downside risks to the economic outlook remain elevated, reflecting
Kuwait’s heavy reliance on hydrocarbon revenues and exposure
to global commodity price volatility. A slowdown in global growth
could weigh on oil demand and fiscal revenues, while heightened
regional geopolitical tensions may dampen investor sentiment and
increase uncertainty.

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

Real GDP growth, at constant market prices 6.3 -3.6 -2.9 2.3 2.8 2.7
Private consumption 1.8 1.1 2.8 2.6 2.5 2.5
Government consumption 3.9 1.2 1.4 2.6 2.6 2.8
Gross fixed capital investment 2.2 0.6 3.8 2.4 2.6 2.6
Exports, goods and services 12.0 -3.6 -5.4 2.4 3.0 2.7
Imports, goods and services 6.3 5.7 4.8 2.9 2.6 2.6

Real GDP growth, at constant factor prices 6.3 -3.6 -2.8 2.4 2.7 2.7
Agriculture 1.1 0.1 0.3 1.2 1.2 1.2
Industry 7.9 0.1 -2.1 2.5 2.5 2.3
Services 4.2 -8.8 -3.8 2.2 3.1 3.4

Employment rate (% of working-age population, 15 years+) 72.7 72.5 72.2 72.2 72.2 72.2
Inflation (consumer price index) 4.0 3.6 3.0 2.6 2.3 2.1

Current account balance (% of GDP) 32.4 26.2 23.8 23.9 23.1 22.4
Net foreign direct investment inflow (% of GDP) -2.0 -2.2 -2.0 -2.3 -2.4 -2.4

Fiscal balance (% of GDP)1 12.5 -4.6 -4.8 -4.7 -4.5 -4.0
Revenues (% of GDP) 55.0 43.5 43.8 44.8 44.8 45.0

Debt (% of GDP)1 2.3 12.7 0.5 10.3 11.0 12.0

GHG emissions growth (mtCO2e) 4.1 2.0 1.6 2.8 4.7 5.9

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
1/ Based on fiscal year cycle (April to March 31). Fiscal balances exclude investment income and FGF transfers.
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LEBANON
Following the conflict in 2024 and a cumulative contraction
that approached 40 percent over the period 2019 to 2024,
real GDP is projected to grow by 3.5 percent in 2025, driven
by a rebound in tourism, sustained sizeable remittance in-
flows, a pickup in consumption, and the government’s initia-
tion of reforms. The 2026 outlook is cautiously optimistic,
assuming continued reform momentum, higher reconstruc-
tion-related inflows, and further recovery in key sectors.

Key conditions and challenges

The escalation in the regional conflict, which occurred at the height
of the tourism season in June 2025, disrupted commercial flights
and adversely impacted tourist arrivals. Capital inflows needed for
recovery and reconstruction, estimated at US$ 11 billion in the World
Bank’s Rapid Needs and Damage Assessment (RDNA), have also not
yet materialized. Nonetheless, economic activity has benefited
from a return to political normalcy following the election of a Pres-
ident and the formation of government, progress on the reform
agenda and reinvigorated tourist activity in July and August 2025.

The government and parliament have begun to deliver on long-
awaited reforms. A reformed Bank Secrecy Law marks a critical
step toward transparency, accountability, and restoring confi-
dence. The Banking Sector Restructuring Law has also been ap-
proved establishing a framework to rehabilitate Lebanon's insol-
vent banking sector, which has incurred losses estimated at US$ 72
billion—approximately 300 percent of the country's GDP. The lat-
ter, however, will only become effective once a second law on
the estimation and allocation of losses in the financial sector, the
“Financial Gap Law”, is drafted by the government and ratified

Population1 Poverty2

million millions living on less than $4.20/day

5.8 0.9
Life expectancy at birth3 School enrollment4

years primary (% gross)

77.8 79.8
GDP5 GDP per capita6

current US$, billion current US$

26.0 4473.3
Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2022 (2021 PPPs). 3/ 2023.
4/ 2023. 5/ 2024. 6/ 2024.

by parliament. In the governance sphere, the Council of Ministers
(CoM) and parliament ratified the Judicial Independence Law to
shield the judiciary from interference and rebuild trust in the jus-
tice system, endorsed a new merit-based public sector recruitment
mechanism, and appointed regulatory bodies for various sectors,
including civil aviation, electricity, and telecommunications, which
had been without a regulator for years. The CoM also made over-
due institutional appointments, including the public prosecutor for
financial affairs, vice-governors at the Central Bank, the Banking
Control Commission, and the chair and members of the Council for
Development and Reconstruction Board of Directors.

Recent developments

Economic activity strengthened in the first half of 2025, despite
adverse impacts of the regional conflict on tourism. High frequen-
cy indicators of real economic activity, available through April
2025, confirm that the economy expanded in H1-2025, aided by
a base effect.

Indirect tax revenues rose in the first half of 2025, reflecting
stronger excise and customs collections. Customs duties increased

FIGURE 1 / Inflation decelerates as Lebanese Pound (LBP)
depreciation effect fades, but remains elevated
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FIGURE 2 / Contributions to overall inflation in the first half of 2025
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by 5.2 percent whereas total excises surged by 74.8 percent (yoy) in
H1-2025. The fiscal stance is benefitting from prudent fiscal man-
agement. This has allowed to build some fiscal buffer to weath-
er shocks, despite competing needs for spending to rebuild insti-
tutional capacity, increase current spending (on the public wage
bill, essential services, retirement benefits, for example), and in-
crease capital expenditures. Five years after the sovereign default,
Lebanon has made little progress on restructuring, and debt re-
mains unsustainable at 176.5 percent of GDP in 2024. Foreign cur-
rency debt accounts for about 98 percent of the total debt stock.

Headline inflation declined to 14.7 percent in H1-2025, amid sus-
tained exchange rate stability since August 2023. The post-crisis
surge in inflation was largely attributable to the pass-through ef-
fects from exchange rate depreciation. The fading impact of the
one-off dollarization effects on the Consumer Price Index basket
coupled with exchange rate stability, placed inflation on a down-
ward trajectory. Notwithstanding this decrease, inflation contin-
ues to be significantly higher than global inflation due to limited
product market competition, oligopolistic market structures, and
domestic markup pricing.

Food security in Lebanon is gradually recovering, but vulnerabilities
remain. The Integrated Food Security Phase Classification (IPC) es-
timates that 1.17 million people—around 20 percent of the popu-
lation—were acutely food insecure between April and June 2025,
down from 1.65 million earlier in the year following the 2024 con-
flict. This improvement stems from the ceasefire, increased food
assistance, and partial market stabilization. Food security remains
precarious as Lebanon, and particularly the Southern communi-
ties, grapple with damaged agricultural infrastructure, persistent
inflation, and widening funding gaps in humanitarian programs.

In the first half of 2025, imports expanded at a faster pace than
exports, resulting in a widening trade-in-goods deficit. H1-2025 da-
ta show imports and exports of goods rising by 14.6 and 23 per-
cent (yoy), respectively. Nevertheless, owing to the larger import
base, the trade-in-goods deficit widened by 12.9 percent (yoy). Re-
mittances remain vital for external financing, although official fig-
ures likely understate inflows due to informal channels, weak bal-
ance of payments data, and Lebanon’s highly dollarized cash econ-
omy. The current account deficit is financed from a heavily dollar-
ized cash economy and large importers rely on offshore bank ac-
counts to finance imports.

Outlook

Positive economic momentum is expected to continue in 2026, with
inflation projected to ease, yet balance of payments pressures are
likely to persist, underscoring underlying external vulnerabilities.
Sustained progress on the reform agenda and continued political
stability could unlock external financing for reconstruction and in-
vestment. Inflation is projected to fall to single digits for the first
time since 2019, amid exchange rate stability. An increase in the
trade-in-goodsdeficitduetohigher importsofrawmaterialsandcon-
struction goods is projected to widen the current account deficit.
Risks to the growth projection stem from lack of progress on the re-
form agenda and absence of investment flows. While the budget is
projected to balance due to higher revenue collection, the current
account deficit is expected to widen, heightening Lebanon’s exter-
nal financing risks. Terms-of-trade shocks or a decline in service ex-
ports and remittance inflows could further enlarge the financing
gap. Short of a debt restructuring in 2026, debt will remain high,
leaving Lebanon excluded from international capital markets.

Recent history and projections 2022 2023 2024 2025e 2026f

Real GDP growth, at constant market prices -0.6 -0.8 -7.1 3.5 4.0
Private consumption 2.3 0.2 -4.6 1.5 2.9
Government consumption 34.9 -18.4 16.6 18.4 7.2
Gross fixed capital investment -88.6 4.5 -31.6 54.7 83.0
Exports, goods and services 0.3 -1.1 -9.7 1.9 1.6
Imports, goods and services 3.5 -0.3 -0.1 -0.3 1.3

Real GDP growth, at constant factor prices -0.6 -0.8 -7.1 3.5 4.0
Agriculture -0.8 -0.2 -8.7 2.0 2.5
Industry -0.6 0.1 -5.4 2.5 3.0
Services -0.6 -1.0 -7.2 3.7 4.2

Employment rate (% of working-age population, 15 years+)1 40.9 36.3 36.5 36.5 36.6

Inflation (consumer price index) 171.2 221.3 45.2 15.2 8.7

Current account balance (% of GDP) -34.6 -28.1 -22.2 -15.8 -16.1
Net foreign direct investment inflow (% of GDP) 2.2 2.9 1.1 1.9 3.6

Fiscal balance (% of GDP) -2.9 0.5 0.5 0.0 0.0
Revenues (% of GDP) 6.1 13.7 15.3 16.3 16.6
Debt (% of GDP) 211.1 219.0 176.5 157.4 148.7
Primary balance (% of GDP) -2.5 1.4 0.9 0.1 0.1

International poverty rate ($3.00 in 2021 PPP)2 5.9 6.1 7.8 6.9 7.3

Lower middle-income poverty rate ($4.20 in 2021 PPP)2 16.0 16.2 20.8 17.4 19.6

Upper middle-income poverty rate ($8.30 in 2021 PPP)2 50.7 51.2 55.4 53.8 54.6

GHG emissions growth (mtCO2e) -6.1 2.7 -9.0 2.0 1.3

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
1/ ILO data is through 2023, with 2024-2025 projections imputed using the World Bank model. These projections are highly uncertain due to the 2023-24 conflict's impact, causing a
steep contraction in 2024 and a potential rebound in 2025, with the overall employment effect unclear.
2/ Calculations based on 2022-LHS. Projection using neutral distribution (2022) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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LIBYA
Libya faces fiscal challenges from political fragmentation and
unsustainable spending patterns. Both fiscal and trade sur-
pluses declined due to increased government spending and
higher imports. Oil production grew while non-oil sector
development is underway. Despite currency devaluation,
the gap between official and parallel exchange rates per-
sists. Reforms are needed to diversify the economy and
strengthen the investment climate for sustainable growth.

Key conditions and challenges

Libya’s political landscape remains marked by persistent division.
The UN Support Mission in Libya (UNSMIL) presented a political
roadmaptoleadthe country to legislative and presidential elections
within the next 12–18 months. The roadmap is met with broad
endorsement by political forces and international community.

Libya faces severe fiscal sustainability challenges rooted in po-
litical fragmentation and the absence of a unified budget, high
spending, and heavy dependence on oil revenues. In the ab-
sence of a unified budget, public spending continues to be cov-
ered on a monthly-allocations basis. Moreover, expenditures re-
main skewed towards current spending with an inflated wage
bill and distortionary energy subsidies at the expense of recon-
struction and growth-enhancing capital spending. The Central
Bank devalued the currency and introduced a foreign exchange
tax, although a significant gap between the official and parallel
exchange rate remains.

To foster diversification and reduce vulnerability to oil price
volatility, Libya should prioritize reforms that address persistent

Population1 Poverty
million

7.4 ..
Life expectancy at birth2 School enrollment3

years primary (% gross)

69.3 106.9
GDP4 GDP per capita5

current US$, billion current US$

48.5 6569.4
Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2023. 3/ 2006. 4/ 2024. 5/ 2024.

obstacles to private sector development. Reforms should ratio-
nalize the state’s heavy footprint in economic sectors, reduce the
pervasive informality of the economy, establish a coherent reg-
ulatory framework for businesses, and expand access to credit
and foreign exchange. Strengthening the investment climate and
improving security conditions would encourage private sector ac-
tivity in non-hydrocarbon sectors.

The employment rate in Libya is 41 percent (National Employment
Survey, 2022), at 50 percent for men and 32 percent for women.
Despite the gender gap, female employment rates are higher than
other countries in the region, largely because public sector jobs
serve as a form of social redistribution.

The labor market faces deep structural rigidities, with ex-
cessive public sector employment, high reliance on foreign
labor, skills mismatches, and gender wage gaps. Containing
further expansion of public jobs, diversification into non-oil
sectors, coupled with strengthened education and vocational
training, will be key to aligning labor supply with demand.
Establishing a sound framework for migrant workers and
promoting female participation would support more inclusive
and sustainable growth.

FIGURE 1 / Crude oil production and international price
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FIGURE 2 / LYD/USD exchange rate in the official and parallel
markets
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Recent developments

During the first seven months of 2025, oil production averaged
1.28 mbpd (+9.6 percent y-o-y). With the aim to boost output to
2 mbpd by 2027, the Libyan authorities have launched a bidding
round offering 22 exploration areas and entered into bilateral
agreements with international oil companies to attract foreign in-
vestments. Meanwhile, and to foster non-oil sectors development,
the Government of National Unity (GNU) launched a national diver-
sification strategy prioritizing the enhancement of the investment
climate, private sector participation, and the integration of Libya in-
to global value chains.

Inflation remained subdued at 1.4 percent during the first half of
2025 according to the new Consumer Price Index (CPI) methodolo-
gy implemented in January 2025. The revised CPI methodology may
indicate a downward bias, particularly when compared with the
cost of the minimum expenditure basket (includes food and non-
food items) reported by the World Food Program Market monitor,
which showed an increase of 9.7 percent in May 2025 compared to
the official inflation rate of 1.6 percent.

During the first seven months of 2025, the GNU’s fiscal surplus nar-
rowed from 4.8 to 3.1 percent of GDP. In the period of January to
July 2025, total revenues reached LYD 73 billion (+20 percent y-o-y)
driven primarily by a 20 percent increase in hydrocarbon revenues
and a 117 percent growth in tax revenues. On the other hand, pub-
lic expenditures grew at a faster pace, reaching 32 percent, as a re-
sult of a 17 percent increase in the wage bill and a 120 percent in-
crease in subsidies and social transfers following the termination
of the oil-for-fuel barter system in April 2025. The recent announce-
ment to shift to digital salary payments is expected to strength-
en public finance and improve transparency—a positive infrastruc-
tural development and may serve as a channel for compensatory
transfers if fuel subsidies are phased out.

The trade surplus declined to 8.5 percent of GDP in Q12025 from
10.6 percent of GDP in Q12024. Despite restrictions imposed on
access to foreign exchange and trade financing, imports grew by

34 percent driven by the surge in public spending and the deval-
uation of the dinar in April 2025. Meanwhile, exports increased
by 2 percent due to softening global oil prices despite higher
production levels.

Notwithstanding the devaluation of the dinar against the US dollar
by 13.3 percent and the restrictions imposed on access to foreign
exchange, the gap between the parallel and official exchange rates
widened from 28 to 45 percent during April–July 2025. The ex-
change rates divergence is fueled by the absence of a unified bud-
get and the surge in public spending.

Outlook

Libya’s economic prospects over the medium term are shaped
primarily by developments in the oil sector. Assuming the security
and political environment remains overall stable, oil production
is projected to average 1.3 million barrels per day in 2025, which
translates into a 17.4 percent growth rebound in the oil sector
and a 13.3 percent growth in the overall economy. The non-oil
sector is expected to grow by 6.8 percent supported by consump-
tion and a recovery in investments and exports. With the antici-
pation of continued recovery of oil output in the medium term,
the Libyan economy is expected to expand by 3.7 percent during
the period 2026–2027.

Inflation using the official CPI is projected to remain relatively con-
tained at 2 percent. The fiscal and external balances are expected
to improve in the medium term to reflect higher oil production lev-
els despite softening energy prices. The GNU’s fiscal surplus is an-
ticipated to reach 3.8 percent of GDP in 2025 and average 3.7 per-
cent of GDP in the medium term while the current account is ex-
pected to shift from a deficit of 4 percent of GDP in 2025 to a sur-
plus of 2.8 percent of GDP in 2027.

The overarching risk remains the political and security en-
vironment. A timely and effective resolution of the political
crisis is critical for Libya’s economic recovery and the welfare
of its citizens.

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

Real GDP growth, at constant market prices -8.3 10.2 1.9 13.3 3.5 3.9
Private consumption -1.3 5.3 2.3 5.0 4.2 4.0
Government consumption -1.1 5.5 5.5 18.0 2.2 3.0
Gross fixed capital investment -1.3 -10.7 -8.4 8.6 3.2 5.1
Exports, goods and services -19.9 7.1 -6.9 19.1 3.7 3.8
Imports, goods and services -13.9 -16.5 -3.0 8.2 2.8 3.4

Real GDP growth, at constant factor prices -8.8 10.7 1.4 13.3 3.5 3.8
Agriculture 10.0 6.8 -0.9 2.0 2.3 2.2
Industry -17.0 17.8 -5.5 17.4 3.8 3.7
Services 7.8 -1.0 15.2 7.1 3.0 4.0

Inflation (consumer price index) 4.5 2.4 2.1 2.1 2.1 2.0
Current account balance (% of GDP) 22.2 4.2 -4.3 -4.0 -2.6 2.8

Fiscal balance (% of GDP) 2.7 -0.1 0.1 3.8 3.3 4.1
Revenues (% of GDP) 64.1 59.3 52.7 63.3 63.6 59.9
Debt (% of GDP) 72.5 100.0 115.6 105.6 102.2 93.0
Primary balance (% of GDP) 2.7 -0.1 0.1 3.8 3.3 4.1

GHG emissions growth (mtCO2e) -3.8 2.0 -1.9 8.5 1.5 1.5

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
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MOROCCO
Economic growth strengthened in 2025, supported by public
sector–led infrastructure spending, rising FDI, better rainfall,
and improving consumer sentiment. Inflation and fiscal and
current account deficits remain contained, yet expanding fis-
cal space is crucial to advance priority social protection re-
forms and sustain infrastructure investment. The govern-
ment also launched a jobs roadmap to address the persis-
tent shortfall in job creation in Morocco’s economy.

Key conditions and challenges

Morocco is entering a stronger growth phase, propelled by prepa-
rations for the 2025 African Soccer Cup of Nations and the 2030
soccer World Cup, accelerated construction and infrastructure in-
vestment, sustained dynamism in tourism and some manufactur-
ing sectors, and improving consumer sentiment. Nonetheless, Mo-
rocco faces significant labor market challenges. Job creation has
consistently lagged the expansion of the working-age population,
compounded in recent years by declining rural employment amid
droughts. Unemploymentratesremainelevated,particularlyamong
youth and women, and labor force participation has declined. The
government has launched a job creation roadmap that includes in-
centives for private investment, the revamping of active policies to
improve youth skills, and measures to preserve rural jobs. To boost
employment opportunities and enhance overall living conditions,
further structural reforms would be needed to encourage formal-
ity, stimulate the emergence of job-creating high-growth firms,
modernize labor regulations, and support women's employment.

Building fiscal buffers remains essential to sustain priority pro-
grams without jeopardizing other spending. This means creating

Population1 Poverty2

million millions living on less than $4.20/day

38.1 3.9
Life expectancy at birth3 School enrollment4

years primary (% gross)

75.3 114.5
GDP5 GDP per capita6

current US$, billion current US$

160.6 4217.4
Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2013 (2021 PPPs). 3/ 2023.
4/ 2023. 5/ 2024. 6/ 2024.

room for investments and social programs while keeping public fi-
nances sustainable, which could be achieved by improving spend-
ing efficiency and resource allocation, boosting revenue through
tax policy and admin reforms, and mobilizing external finance us-
ing well-structured PPPs and better asset management beyond
sale-and-leaseback operations.

Recent developments

Following a significant revision of previous estimates, growth av-
eraged 3.8 percent over 2023–2024. Morocco's economy outper-
formed expectations in early 2025, with real GDP accelerating to
4.8 percent in Q1, building upon a strong recovery in the second
half of 2024 (4.6 percent vs 3 percent in 2024H1). The recent upturn
was fueled by a 4.5 percent rebound in agriculture and a 4.8 per-
cent rise in non-agriculture sectors, particularly tourism and con-
struction. Investment became a prominent growth driver, support-
ed by public investment and rising FDI inflows to automotive and
extractive industries. Headline and core inflation declined gradu-
ally to 1.6 and 1.4 percent by March 2025, prompting the central
bank to cut its policy rate to 2.25 percent. Headline inflation con-
tinued to moderate to 0.5 percent in July while core inflation stood

FIGURE 1 / Real GDP growth and contributions to real GDP growth
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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at 0.8 percent. The trade deficit widened in 2025H1 due to strong
import demand linked to investment, and slower export perfor-
mance in automobiles and phosphates. However, remittances and
tourism revenues have partially offset the impact on the current
account. International reserves remain adequate, covering over
five months of imports. Investor confidence improved further, as
indicated by the historic drop in credit default swaps’ spreads, be-
low 80 basis points.

The fiscal position registered modest improvement during 2025H1
compared to 2024H1, with the primary deficit declining from 0.7
to 0.6 percent of GDP. This has been driven by higher-than-expect-
ed revenues, particularly from corporate income tax and non-tax
revenues, including sale-and-leaseback operations, which created
room for the government to increase support for infrastructure
state-owned enterprises (SOEs) and spending on wages.

Labor market trends are uneven, with urban employment growing
but rural jobs shrinking—a pattern that disproportionately affects
women and rural poor who rely on unstable agricultural incomes.
Indeed, between 2024 Q2 and 2025 Q2, the economy gained
113,000 urban jobs, while rural areas lost 107,000 jobs. Unemploy-
ment slightly dropped from 13.1 percent to 12.8 percent during the
same period, while labor force participation slightly dropped from
44.2 to 43.4 percent with the most prominent decline in female
participation (from 20.1 to 18.9 percent).

Outlook

Real GDPgrowth isexpected toaccelerate from 3.8 percent in2024 to
4.4 percent in 2025 and stabilize around 4 percent in the medium

term. This should be supported by continued momentum in non-
agricultural sectors. Services growth is expected to normalize to
pre-pandemic levels, while manufacturing is projected to slow
moderately given weaker external demand for automobiles and
deceleration in phosphate exports. On the demand side, invest-
ment is expected to remain the main driver of growth, supported
by a surge in SOE investment and rising FDI inflows to established
and new sectors like green hydrogen. This momentum is likely to
fuel a sustained increase in imports, particularly of capital goods.
The current account deficit is expected to widen to 2.1 percent of
GDP in 2025, on the back of higher public investment appetite.

As the government is committed to fiscal sustainability, the budget
deficit is expected to decline from 3.9 in 2024 to 3.7 in 2025 and
3.4 in 2026 and stabilize around 3.2 percent of GDP in 2027, mainly
through expenditure rationalization, and subsequently stabilize
debt around 65 percent of GDP.

Risks around these forecasts remain balanced. Climate condi-
tions threaten agricultural recovery, and geopolitical risks, trade
tensions and lower growth in Europe could impact exports
and FDI. However, robust non-agriculture activities, structural re-
forms, and strong trade ties position the country well to manage
global uncertainty.

Growth is expected to lead to a 23 percent decline in poverty by
2027, bringing it to 1.6 percent at the international poverty line
and close to 6 percent at the lower-middle-income threshold.
To sustain improvements in living standards, reforms should fo-
cus on promoting job creation through a more dynamic private
sector, and entrenching social protection systems, and reducing
territorial disparities.

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

Real GDP growth, at constant market prices 1.8 3.7 3.8 4.4 4.2 4.0
Private consumption 0.1 4.8 3.4 3.4 3.6 3.8
Government consumption 2.6 6.1 5.6 5.0 4.5 3.7
Gross fixed capital investment -4.0 2.3 12.8 10.3 8.0 5.1
Exports, goods and services 20.7 7.9 8.0 6.0 6.7 6.9
Imports, goods and services 8.8 9.5 11.6 7.7 7.4 6.4

Real GDP growth, at constant factor prices 1.9 3.4 3.4 4.4 4.2 4.0
Agriculture -11.8 1.8 -4.5 4.7 2.9 1.3
Industry -1.6 0.8 4.2 3.9 4.0 4.0
Services 6.8 5.0 4.6 4.2 4.3 4.3

Employment rate (% of working-age population, 15 years+) 39.1 39.7 39.7 39.9 40.0 40.1
Inflation (consumer price index) 6.6 6.1 0.9 1.1 1.8 1.6

Current account balance (% of GDP) -3.5 -1.0 -1.2 -2.1 -1.9 -2.1
Net foreign direct investment inflow (% of GDP) 1.2 -0.1 0.6 1.4 1.5 1.5

Fiscal balance (% of GDP) -5.4 -4.4 -3.9 -3.7 -3.4 -3.2
Revenues (% of GDP) 28.4 27.6 29.1 30.3 28.6 27.5
Debt (% of GDP) 71.4 68.7 68.0 67.1 66.7 65.2
Primary balance (% of GDP) -3.2 -2.3 -1.8 -1.2 -1.0 -0.9

International poverty rate ($3.00 in 2021 PPP)1,2 2.6 2.4 2.3 2.1 1.8 1.6

Lower middle-income poverty rate ($4.20 in 2021 PPP)1,2 8.7 8.1 7.5 6.9 6.2 5.6

Upper middle-income poverty rate ($8.30 in 2021 PPP)1,2 42.8 41.4 39.9 38.0 36.1 34.3

GHG emissions growth (mtCO2e) -1.6 0.1 2.0 3.8 3.3 3.2

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
1/ Calculations based on 2013-ENCDM. Actual data: 2013. Nowcast: 2014-2024. Forecasts are from 2025 to 2027.
2/ Projection using neutral distribution (2013) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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OMAN
Manufacturing is the fastest growing sector with 8.3 percent
annual growth in 2024, yet hydrocarbon dependence per-
sists. Oman Vision 2040 prioritizes economic diversification
and investment in non-hydrocarbon sectors. Fiscal and ex-
ternal positions are exposed to risks from the slowing global
growth and downturn in oil prices. Geopolitical develop-
ments in the Middle East have not had a material impact on
the Omani economy so far.

Key conditions and challenges

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

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

Recent developments

Real GDP growth reached 1.7 percent in 2024, reflecting growth in
non-oil activities and gas production. Growth accelerated in 2025,

Population1 Poverty
million

5.3 ..
Life expectancy at birth2 School enrollment3

years primary (% gross)

80.0 95.6
GDP4 GDP per capita5

current US$, billion current US$

106.9 20238.8
Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2023. 3/ 2023. 4/ 2024. 5/ 2024.

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

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

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

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

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

Outlook

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

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

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

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

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

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

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

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

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

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

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

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

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
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PAKISTAN
Pakistan has achieved macroeconomic stabilization with de-
clining inflation, rising reserves, and fiscal consolidation. Mod-
est industrial growth and low food inflation have slightly re-
duced poverty. Economic growth was expected to strengthen,
yet unfolding catastrophic floods create uncertainty, potential-
ly lowering growth and affecting fiscal consolidation. Flood im-
pacts will need to be managed amid ongoing risks, including
limited fiscal space, and high external financing needs.

Key conditions and challenges

In FY25, policy efforts stabilized Pakistan’s economy de-
spite a challenging global environment. Multilateral and bi-
lateral inflows helped close the financing gap, restore con-
fidence, and ease import restrictions. Industry and services
supported growth, while agriculture underperformed. Eco-
nomic growth remained fragile, dependent on the contin-
ued implementation of prudent macro-fiscal policies and
a flexible, market-determined exchange rate. Ongoing cat-
astrophic floods are expected to significantly disrupt eco-
nomic activity, potentially slowing economic growth and af-
fecting fiscal consolidation due to urgent relief needs. Ad-
ditional risks include delays in structural reforms, volatile
global trade, further climate shocks, and limited fiscal and
external buffers. On the upside, sustained fiscal discipline
and timely implementation of structural reforms under the
Prime Minister’s Economic Transformation Agenda and Im-
plementation Plan and Uraan Pakistan, along with reduc-
ing the state’s economic footprint and regulatory simplifi-
cation would boost growth and employment, including for
youth and women.

Population1 Poverty2

million millions living on less than $4.20/day

251.3 101.5
Life expectancy at birth3 School enrollment4

years primary (% gross)

67.6 82.7
GDP5 GDP per capita6

current US$, billion current US$

371.8 1479.5
Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2018 (2021 PPPs). 3/ 2023.
4/ 2022. 5/ 2024. 6/ 2024.

Recent developments

Real GDP at factor cost is expected to have grown by 2.7 percent
y-o-y in FY25, slightly above FY24’s 2.5 percent expansion. Agricul-
ture, employing 37 percent of the labor force, grew 0.6 percent due
to droughts, pest infestations, and high base effects from FY24.
Industry, employing 24 percent of the workforce, rebounded by
4.8 percent, driven by increased electricity production and con-
struction in the final quarter. Services, employing 39 percent of
the workforce, expanded by 2.9 percent, constrained by weak
spillovers from agriculture and underperformance in large-scale
manufacturing. Poverty at the $4.20 2021 PPP international thresh-
old fell to 45 percent in FY25 from 47.1 percent in FY24, driven by
higher labor incomes in construction and logistics, along with low
food inflation.

The external position strengthened in FY25 due to record-high offi-
cial remittances. The current account recorded a surplus of 0.5 per-
cent of GDP, the highest in two decades, compared to a 0.6 per-
cent deficit in FY24. Imports rose due to stronger demand, base
effects, and eased import controls. Investment-related imports in
power, textiles, and mining added to import growth. Remittances,

FIGURE 1 / Real GDP growth and sectoral contributions to real
GDP growth
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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combined with new external financing, contributed to a balance of
payments surplus of 0.9 percent of GDP, and gross reserves rose
to USD 15.8 billion (2.5 months of import cover) by end-June 2025.

Headline inflation decelerated to 4.5 percent y-o-y from 23.4 per-
cent in FY24. Food inflation eased due to adequate supply and
lower global commodity prices, while energy inflation declined as
electricity tariffs stabilized. Core inflation moderated with lower
transportation and production costs. Lower food prices improved
the purchasing power of the poor. The policy rate was cut from
20.5 percent in July 2024 to 11.0 percent, though real interest
rates remained elevated.

The fiscal deficit narrowed to 5.4 percent of GDP from 6.9 percent
in FY24, supported by revenue growth and restrained spending.
Total revenues rose to 15.7 percent of GDP, with tax receipts at
12.2 percent, reflecting higher income tax rates, fewer goods and
services tax (GST) exemptions, and stronger collection. Non-tax
revenues benefited from a one-time State Bank of Pakistan profits
transfer. Total expenditure increased to 21.1 percent of GDP from
19.5 percent in FY24, mainly from higher provincial development
spending. As revenue growth outpaced expenditures, the primary
fiscal surplus more than doubled to a record 2.4 percent of GDP.

Outlook

Real GDP growth was projected to accelerate to 3.4 percent in
FY26 and 3.6 percent in FY27, supported by higher agricultural
output, lower inflation and interest rates, recovering consumer and

business confidence, and a rebound in private consumption and
investment. These gains were expected on the back of tight fis-
cal and monetary policies aimed at rebuilding buffers and reduc-
ing risks from domestic imbalances and global trade. However, on-
going catastrophic floods have introduced significant uncertainty,
with the full extent of the damage still to be determined. Early es-
timates suggest at least a 10 percent drop in agricultural output
in Punjab, affecting major crops such as rice, sugarcane, cotton,
wheat, and maize. Without broader industrial and services
spillovers and assuming a modest increase in development spend-
ing, this could reduce FY26 real GDP growth to 2.6 percent. Disrupt-
ed food supply may push inflation above 7 percent, higher than
previously projected, easing gradually over the medium term.

Under the flood scenario, the current account deficit could reach
0.1 percent of GDP in FY26, with remittances and lower oil
prices offsetting export losses and higher food imports. The fis-
cal deficit could rise to 5.5 percent of GDP with modest flood-
related spending. Medium-term deficit reduction will depend on
revenue mobilization, agricultural recovery, interest costs, and
rationalizing expenditures.

Poverty is expected to edge down to 44 percent in FY26 and
43 percent in FY27. Faster, sustained reductions will hinge on
structural reforms and stronger growth, particularly in agricul-
ture, which many poor households depend on for income and
cushion against shocks. Ongoing floods could jeopardize poverty
reduction, highlighting the need for robust social protection mea-
sures to prevent lasting welfare erosion that could lead to long-
term human development setbacks.

Recent history and projections 2021/22 2022/23 2023/24 2024/25e 2025/26f 2026/27f

Real GDP growth, at constant market prices 4.8 -0.4 3.0 4.8 2.6 3.4
Private consumption 7.0 2.0 6.0 4.3 3.3 4.0
Government consumption -1.3 -3.9 -8.7 11.7 1.1 1.8
Gross fixed capital investment 4.6 -16.1 -1.8 10.3 3.3 4.3
Exports, goods and services 5.9 2.9 -1.3 -1.2 1.6 2.3
Imports, goods and services 11.0 0.6 5.8 5.2 4.5 4.8

Real GDP growth, at constant factor prices 6.2 -0.2 2.5 2.7 2.6 3.4
Agriculture 4.2 2.2 6.4 0.6 0.8 3.4
Industry 7.0 -3.9 -1.4 4.8 2.7 3.2
Services 6.7 0.0 2.2 2.9 3.3 3.5

Employment rate (% of working-age population, 15 years+) 49.7 49.7 49.7 49.7 49.7 49.7
Inflation (consumer price index) 12.2 29.2 23.4 4.5 7.2 6.8

Current account balance (% of GDP) -4.7 -1.0 -0.6 0.5 -0.1 -0.5
Net foreign direct investment inflow (% of GDP) 0.5 0.2 0.6 0.6 0.6 0.6

Fiscal balance, including grants (% of GDP) -7.8 -7.8 -6.8 -5.4 -5.5 -5.3
Revenues (% of GDP) 12.1 11.6 12.6 15.7 15.6 15.1
Debt (% of GDP) 80.6 81.8 73.1 75.4 75.7 74.9
Primary balance, including grants (% of GDP) -3.1 -0.9 0.9 2.4 0.8 0.7

National poverty rate (%)1,2,4 18.3 24.8 25.3 22.5 22.2 21.3

International poverty rate ($3.00 in 2021 PPP)1,2,3 13.8 19.3 19.8 17.2 16.8 16.1

Lower middle-income poverty rate ($4.20 in 2021 PPP)1,2,3 39.9 45.9 47.1 45.0 44.4 43.3

Upper middle-income poverty rate ($8.30 in 2021 PPP)1,2,3 86.4 87.3 87.9 87.9 87.8 87.4

GHG emissions growth (mtCO2e) 1.9 0.9 3.8 4.1 4.2 4.1

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
1/ Calculations based on SAR-POV harmonization, using 2018-HIES. Actual data: 2018. Nowcast: 2019-2024. Forecasts are from 2025 to 2027.
2/ Poverty projections based on microsimulations using 2018-HIES and aggregate macroeconomic indicators (see Barriga-Cabanillas et al (2025)).
3/ Updated global poverty lines based on 2021 purchasing power parities (PPP).
4/ National poverty line is PKR 3,030 per adult equivalent in 2013/14 or PKR 8,231 in 2024 prices.
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PALESTINIAN
TERRITORIES

The Middle East conflict, centered in Gaza, now nearing its
second year, has caused the worst economic disruption in
the Palestinian territories in over thirty years. Gaza’s econo-
my is paralyzed, and its humanitarian crisis is at critical
levels. Meanwhile, spillover effects in the West Bank have led
to massive job losses, crippled services, and deepened the
fiscal crisis. The outlook hinges on the timing of a ceasefire,
reconstruction, and the level of Israeli restrictions.

Key conditions and challenges

Even before the recent conflict, the economic potential of
the Palestinian territories was heavily curtailed by move-
ment and access restrictions relating to the Israeli occupa-
tion of the West Bank (the Government of Israel states that
these measures exist to safeguard its security and that of its
citizens), and a near-total blockade in Gaza. Intermittent reform
efforts by the Palestinian Authority (PA), and the internal divide
between the West Bank and Gaza further stifled growth. As a
result, the economy has been heavily aid-dependent, lacking sus-
tained growth drivers beyond short-lived consumption rebounds.
The labor market has been unable to absorb new entrants, heav-
ily reliant on Israeli employment and polarized between low- and
high-skill jobs.

The current conflict has exacerbated these challenges, widening
disparities in living standards: by end-2024, Gaza’s real income
per capita fell below US$200, just 5 percent of the West Bank’s.
World Bank data show an 11 percent drop in the Palestinian

Population1 Poverty2

million millions living on less than $8.30/day

5.3 1.5
Life expectancy at birth3 School enrollment4

years primary (% gross)

65.2 92.1
GDP5 GDP per capita6

current US$, billion current US$

13.7 2592.3
Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2023 (2021 PPPs). 3/ 2023.
4/ 2023. 5/ 2024. 6/ 2024.

Gross National Income (GNI) per capita in 2023, and a further 26
percent in 2024. Consequently, the territories have shifted from
upper-middle income status prior to the conflict to lower-middle
income classification.

Recent developments

Following a sharp decline in 2024, the West Bank economy
showed timid signs of improvement in Q1 2025—growing 10
percent year-on-year, due to a low base effect and a pickup in
private consumption following a modest increase in the num-
ber of Palestinian workers employed in Israel. A two-month
ceasefire in Gaza in Q1 2025 also helped boost consumer confi-
dence in the West Bank. Gaza’s economy, however, remains dev-
astated. After contracting by 83 percent in 2024, it further con-
tracted by 12 percent in Q1 2025, year-on-year. The conflict has
significantly diminished Gaza's economic contribution, reducing
its share of the overall Palestinian economy from 17 percent pre-
conflict to less than 3 percent, despite hosting nearly 40 percent
of the population.

FIGURE 1 / Real GDP growth and contributions to real GDP growth
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FIGURE 2 / Actual and projected poverty rate and real GDP per
capita
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Following the early-2025 ceasefire, increased aid and food inflows
into Gaza led to a temporary decline in the Consumer Price Index
(CPI) for two consecutive months. However, with the ceasefire’s
end in March 2025 and the resumption of hostilities and restric-
tions, prices skyrocketed again. In August 2025, the CPI in Gaza in-
creased by 78 percent year-on-year. In the West Bank, inflation re-
mained relatively stable and slightly declined by 1.6 percent in Au-
gust (year-on-year), reflecting subdued demand.

The PA’s fiscal crisis deepened in 2025, due to Israel’s suspension
of clearance revenue transfers in recent months. Combined with
declining domestic revenues and insufficient aid, this forced the
PA to further cut public salary payments to 60 percent in May
2025 and 50 percent in June 2025, down from the 70 percent
average since the conflict began. The PA resorted to additional
borrowing from domestic banks, pushing public debt beyond the
prudential limits set by the Palestine Monetary Authority, while
arrears to public employees, the private sector and the pension
fund also continued to accumulate.

By Q4 2024, labor force participation in Gaza had dropped to 30
percent and unemployment soared to 69 percent—women being
disproportionally affected. Most remaining jobs were in public ad-
ministration and retail, often in shelters or informal settlements,
due to widespread destruction. In the West Bank, unemployment
declined modestly to 29 percent in Q2 2025, down from a peak
of 35 percent at the conflict’s onset, supported by incremental im-
provements in the local economy and marginally higher employ-
ment of Palestinians in Israel.

In this context, poverty has risen sharply. The national poverty rate
at the international line of $8.30/day (2021 PPP) rose from 28.6 per-
cent in 2023 to 45 percent by end-2024, the highest rate in over

two decades. In Gaza, nearly the entire population has been living
in poverty since 2024, due to the conflict.

Outlook

The Palestinian economy is projected to grow by 3.9 percent in
2025, under the baseline scenario. In Gaza, fixed asset losses
will constrain activity through the medium term, while growth
in the West Bank will hinge largely on labor mobility both with-
in the territories and into the Israeli labor market. If recon-
struction starts in late 2026, recovery would gain traction. But,
even with these assumptions, GDP is not anticipated to return
to pre-conflict levels soon, given estimated recovery and re-
construction needs of US$53.2 billion in Gaza. Consequently,
poverty is expected to remain high, reaching over 44 percent
by end-2025.

On the fiscal front, despite high uncertainty, the baseline assumes
a return of clearance revenue transfers to pre-conflict levels by late
2026, alongside a gradual uptick in domestic tax collection as eco-
nomic activity rebounds. These factors, coupled with continued fis-
cal consolidation efforts by the PA, should improve the deficit tra-
jectory over the medium term.

The outlook remains highly contingent on the reinstatement of a
ceasefire, entrance of large-scale aid flows to Gaza, the post-con-
flict governance framework for Gaza, and the resumption of reg-
ular clearance revenue transfers. Downside risks remain elevated,
amid shifting regional and global geopolitical dynamics. Escalating
tension and violence in the West Bank, along with threats to poten-
tial territorial changes, pose additional risks to economic stability
and poverty dynamics.

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

Real GDP growth, at constant market prices 4.1 -4.6 -26.6 3.9 5.1 11.6
Private consumption 17.7 -4.6 -32.5 5.5 5.9 11.8
Government consumption -9.3 -5.5 -25.0 -0.1 4.2 9.8
Gross fixed capital investment 12.2 -3.4 -30.7 5.9 3.7 12.1
Exports, goods and services 5.9 -6.0 -11.1 5.9 5.8 10.3
Imports, goods and services 19.7 -3.7 -31.1 3.9 5.7 11.1

Real GDP growth, at constant factor prices 1.4 -7.2 -26.6 3.9 5.1 11.6
Agriculture -5.6 -11.0 -21.0 4.5 5.8 11.0
Industry 3.5 -14.6 -32.2 5.5 6.3 13.1
Services 1.6 -4.8 -25.7 3.4 4.8 11.3

Employment rate (% of working-age population, 15 years+) 34.0 30.4 19.6 29.2 32.4 33.4
Inflation (consumer price index) 3.7 5.9 53.7 26.2 3.0 3.0

Current account balance (% of GDP) -10.6 -13.0 -21.1 -15.5 -11.5 -10.4
Net foreign direct investment inflow (% of GDP) 2.0 1.6 1.7 1.7 1.6 1.4

Fiscal balance (% of GDP) -1.8 -3.8 -9.5 -8.7 -7.5 -6.6
Revenues (% of GDP) 27.2 26.2 28.7 26.5 27.0 27.3
Debt (% of GDP) 53.1 59.0 81.5 90.2 91.3 87.7
Primary balance (% of GDP) -1.1 -3.2 -8.5 -8.1 -6.4 -5.5

Upper middle-income poverty rate ($8.30 in 2021 PPP)1,2 .. 28.6 45.0 44.3 42.7 38.5

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
1/ Calculations based on 2023-PECS. Actual data: 2023. Nowcast: 2024. Forecasts are from 2025 to 2027.
2/ Projection using neutral distribution (2023) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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QATAR
Qatar is accelerating diversification under the Third National
Development Strategy (NDS3) and towards a knowledge-dri-
ven economy. Momentum strengthened in 2025 with robust
non-hydrocarbon growth, low inflation, and resilient external
balances, despite a small fiscal deficit amid weaker hydrocar-
bon revenues. Medium-term growth is supported by expan-
sion in LNG output, but risks arise from the global economic
slowdown, geopolitical tensions, and trade vulnerabilities.

Key conditions and challenges

Qatar is undergoing a strategic transformation aimed at
building a diversified, knowledge-driven economy. This shift
is anchored in the NDS3, launched in January 2024, which fo-
cuses on stimulating private sector growth and accelerating
economic diversification. These efforts are reinforced by the
digital agenda 2030, which was introduced in March 2024 to
advance digital innovation, entrepreneurship, and e-govern-
ment services and supported by a US$2.5 billion government
investment package in AI.

Parallel investments in clean technologies, carbon capture, and
green hydrogen target a 25 percent reduction in greenhouse gas
emissions by 2030.

Despite these initiatives, the economy remains heavily reliant
on liquefied natural gas (LNG), leaving it exposed to fluctu-
ations in global energy prices and external shocks, including
geopolitical tensions. While non-hydrocarbon sectors (educa-
tion, tourism, and manufacturing, mainly petrochemicals, fer-
tilizers, and steel) have shown notable growth, achieving a

Population1 Poverty
million

3.1 ..
Life expectancy at birth2 School enrollment3

years primary (% gross)

82.4 95.0
GDP4 GDP per capita5

current US$, billion current US$

219.2 71054.0
Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2023. 3/ 2022. 4/ 2024. 5/ 2024.

meaningful shift away from hydrocarbons remains the coun-
try’s central challenge.

Global trade tensions and tariff measures are expected to have lim-
ited direct impact on Qatar, as LNG—its primary export to the Unit-
ed States—is exempt from tariffs, and the US market accounts for a
small share of total exports. However, broader global trade uncer-
tainty, particularly if it dampens demand from major trading part-
ners notably China, could negatively affect export earnings.

Recent developments

Following a modest real GDP growth of 2.4 percent year-on-year
(y/y) in 2024, Qatar’s economy strengthened in mid-2025, expand-
ing by 3.4 percent in the first half of 2025 (H1-25). This acceler-
ation was driven by a 5.3 percent increase in non-hydrocarbon
activity, led by robust gains in accommodation and food services
(13.6 percent), wholesale and retail trade (11.6 percent), and re-
al estate (4 percent). Hydrocarbon output rose by 0.1 percent y/
y, reflecting broadly stable production as the North Field expan-
sion progresses. Business sentiment is evolving positively, with
the Purchasing Managers’ Index (PMI) (52 in June 2025) signaling

FIGURE 1 / Annual real GDP growth
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FIGURE 2 / Fiscal balance
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the strongest non-energy private sector expansion since March.
Inflation remained subdued at 0.7 percent in July 2025 y/y, sup-
ported by subsidies, price controls, and the Qatari riyal’s peg to
the US dollar.

On the fiscal side, Qatar’s fiscal balance shifted into a deficit of 0.3
percent of GDP in the first half of 2025 (H1-25), its first in over three
years, compared to a 1.2 percent surplus a year earlier. This was
mainly due to a 13.5 percent drop in hydrocarbon revenue, which
still accounts for over 80 percent of government income, along-
side a 1.7 percent increase in government spending, driven large-
ly by a 7.2 percent rise in the wage bill. Strong nonhydrocarbon
revenue growth of 31.5 percent (primarily driven by investment in-
come from public enterprises and corporate income tax) helped
to partially offset the decline in hydrocarbon receipts, highlighting
Qatar’s ongoing efforts to diversify fiscal revenue.

External balances remained resilient. The current account surplus
stood at 15.6 percent of GDP in Q1-2025, underpinned by strong
tourism and transportation services. The trade balance recorded a
surplus of 28.9 percent of GDP in Q1-2025, surging by 5.4 percent
y/y, owing to a wider services surplus, while remittance outflows
remained stable. Net foreign direct investment (FDI) outflows in-
creased to 4.7 percent of GDP in Q1-2025, up from 1.2 percent
a year earlier, weighing on the financial account. International re-
serves rose to US$71.2 billion in July 2025, a 3.3 percent increase
from a year earlier.

The labor market remained stable, with an unemployment rate
of only 0.13 percent in 2024. Employment rates stood at 91 per-
cent for non-Qataris and 54.2 percent for Qataris in 2023. Labor
force participation was 64 percent for women and 95 percent for
men in the same year. No significant labor market shifts are an-
ticipated in 2025–2026 years based on the modelled estimates
from the ILO, although strong growth acceleration in 2027 may
expand economic opportunities.

Outlook

Qatar’s medium-term economic outlook is strong, underpinned by
LNG expansion. Real GDP growth is projected to reach 2.8 percent
in 2025, rising to 5.3 percent in 2026 and peaking at 6.8 percent in
2027. Hydrocarbon output will drive much of this expansion, grow-
ing from 3 percent in 2025 to 15 percent in 2027, as the North Field
expansion boosts LNG production by nearly 50 percent to 118 mil-
lion tons per annum by 2027. Non-hydrocarbon growth will remain
robust, rising to 3.6 percent in 2025 and averaging 4 percent be-
tween 2026 and 2027, supported by tourism, spillovers from LNG
investments, and the continuation of structural reforms. Inflation
is expected to edge up to 1.2 percent in 2025 due to higher food
prices and the impact of a weaker US dollar which will be reflect-
ed in higher imported inflation and averaging around 2 percent in
2026–27. The currency peg to the US dollar will continue to provide
a strong nominal anchor.

Fiscal and external balances are expected to remain in surplus
albeit at lower levels than in previous years due to softer hydro-
carbon prices. Fiscal accounts are expected to achieve a modest
surplus of 0.1 percent of GDP in 2025 and then average 1.5 per-
cent of GDP during 2026–27, as higher LNG earnings and prudent
fiscal management support revenue. The current account surplus
is projected at 10.5 percent of GDP in 2025 and will likely exceed
10 percent in 2026–27 as LNG production ramps up. Government
debt is expected to decline gradually, and international reserves
will remain strong.

Qatar faces downside risks from a deeper global economic slow-
down that could weaken energy demand and LNG prices amid po-
tential supply surpluses. Geopolitical tensions, and increased trade
exposure to China add to those vulnerabilities, though the scale
of upcoming LNG expansion, strong tourism and domestic invest-
ments provide some resilience against these challenges.

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

Real GDP growth, at constant market prices 4.2 1.5 2.4 2.8 5.3 6.8
Private consumption 3.6 1.3 2.0 2.5 2.4 3.3
Government consumption 4.9 2.7 2.9 3.3 3.4 3.5
Gross fixed capital investment 3.8 2.4 2.9 3.3 4.4 5.8
Exports, goods and services 5.4 2.0 1.4 2.9 7.3 10.6
Imports, goods and services 8.1 5.6 3.3 3.2 4.5 7.6

Real GDP growth, at constant factor prices 4.1 1.6 2.3 2.8 5.3 6.8
Agriculture 7.7 5.4 1.0 2.4 3.9 2.9
Industry 1.7 1.1 1.0 2.5 5.2 7.2
Services 7.6 2.3 4.2 3.2 5.3 6.4

Employment rate (% of working-age population, 15 years+) 87.3 87.6 87.4 87.2 87.6 88.0
Inflation (consumer price index) 5.0 3.1 1.1 1.2 1.9 2.0

Current account balance (% of GDP) 26.8 16.8 17.4 10.5 9.8 10.7
Net foreign direct investment inflow (% of GDP) 1.0 0.1 0.5 -0.4 -0.5 -0.5

Fiscal balance (% of GDP) 10.4 5.4 0.7 0.1 1.1 2.0
Revenues (% of GDP) 34.7 32.2 26.7 26.5 28.0 28.2
Debt (% of GDP) 42.6 42.8 41.3 40.4 39.6 37.9
Primary balance (% of GDP) 10.4 5.4 0.7 0.1 1.1 2.0

GHG emissions growth (mtCO2e) 3.4 0.8 1.7 2.4 4.2 5.5

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
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SAUDI ARABIA
Saudi Arabia’s economy is set to strengthen, supported by a
recovering oil sector and steady expansion in services. How-
ever, fiscal pressures rose due to a decline in oil revenues,
causing a widening deficit. Recent data show non-oil activity
leading GDP gains, unemployment falling, and the external
position stabilizing, but near-term risks stem from oil price
fluctuations, global trade protectionism, and regional ten-
sions that could deter investment and disrupt supply chains.

Key conditions and challenges

Saudi Arabia faces risks from global oil price and production
fluctuations. Global economic uncertainty and a resulting
economic slowdown, especially in key trading partners like
China, could put downward pressure on oil prices. Mean-
while, OPEC+ has started phasing out the voluntary oil pro-
duction cuts since April 2025 at an accelerated pace, again
putting downward pressure on oil prices. Fiscal pressures
have been rising in 2025, and further decline in oil prices
remains a key risk.

Potential indirect risks stemming from regional conflicts
warrant close monitoring. Such instability tends to
heighten uncertainty in the investment climate, discour-
aging foreign direct investment and delaying capital in-
flows. It can also disrupt vital oil supply chains, driving up
transportation and production costs. Collectively, these dy-
namics could constrain economic growth and weaken the
region’s competitiveness.

Population1 Poverty
million

35.3 ..
Life expectancy at birth2 School enrollment3

years primary (% gross)

78.7 102.7
GDP4 GDP per capita5

current US$, billion current US$

1239.8 35121.7
Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2023. 3/ 2022. 4/ 2024. 5/ 2024.

Recent developments

Real GDP grew by 3.9 percent in the first half of 2025 com-
pared to the same period in 2024, driven mainly by non-oil
activities (+4.8 percent) while the oil sector recovered (+1.7 per-
cent). After a brief contraction in Q1-2025 y/y, oil GDP grew by
3.8 percent in Q2, driven by the phasing out of OPEC+ pro-
duction cuts from April onward at an accelerated pace. Non-oil
growth was driven by services, particularly government services
(+3.2 percent in Q1) and wholesale, retail trade, restaurants,
and hotel sector (+8.4 percent).

Fiscal pressures increased in 2025, with the central gov-
ernment’s deficit widening to 5 percent of quarterly GDP
in Q1-2025, up from 1.1 percent in Q1-2024. The decrease
in government expenditures by 2.4 percent in H1-2025 was
largely insufficient to compensate for the drop of revenue by
12.6 percent, caused by the decline of public oil revenue by
23.6 percent over the same period. Non-oil public revenue
increased by 4.6 percent in H1-2025. On the expenditure side,

FIGURE 1 / Annual real GDP growth

-10

-5

0

5

10

15

20

2021 2022 2023 2024 2025e 2026f 2027f

Oil GDP Non-oil private GDP

Government activities Real GDP

Percent change

Sources: GASTAT Saudi Arabia and World Bank staff estimates.

FIGURE 2 / Central government operations

-5

0

5

10

15

20

25

30

35

2021 2022 2023 2024 2025e 2026f 2027f

Revenues Expenditures Budget Balance

Percent of GDP

Sources: GASTAT Saudi Arabia and World Bank staff estimates.

Macro Poverty Outlook / October 202534



the government reduced operation expenses, cutting down on
the purchase of general items (-26.5 percent), non-financial assets
(-31.9 percent), and funding for municipal services (-25.1 percent),
while propping up social benefits (+10.4 percent) and the wage
bill (+3.3 percent).

Inflation remains low at 2.2 percent in H1-2025, stabilized by the
exchange rate peg to the US dollar and subsidies to key sectors.
Inflation was mainly driven by rising prices of housing, water, elec-
tricity, gas, and other fuels (+7 percent y/y in H1-2025), while food
prices remained contained (+1.5 percent) and those of furnishings,
household equipment, and maintenance (-2.3 percent) and com-
munication (-1.5 percent) declined.

Saudi Arabia’s external position stabilized. The current account
deficit narrowed from 0.7 percent of GDP in H2-2024 to -0.1 per-
cent of quarterly GDP in Q1-2025, thanks to the improvement of
the trade balance from 0.3 percent of GDP to 1.2 percent. The king-
dom’s financial account remained broadly stable, with net FDI at
1.9 percent of GDP and remittance outflows increasing from 3.9
percent of GDP to 4.2 percent.

Employment statistics in Q1-2025 send strong and positive sig-
nals about the labor market. Unemployment settled at 2.8
percent in Q1-2025, against 3.5 percent on average in 2024.
The same improvement is measured irrespective of nationali-
ties and is mainly due to decreasing unemployment rates for
women (-3.7 percentage points y/y) and for young people (-1.2
percentage points for 24–35 years old). Women labor market
participation increased by 3.1 percentage points in Q1-2025,

marking further progress toward more gender balance in the
Saudi labor market.

Outlook

Despite the challenges ahead, the Saudi economy is projected to
grow by 3.2 percent in 2025 and an average of 4.4 percent in
2026–2027, supported by both the oil and non-oil sectors. Follow-
ing two challenging years in 2023–2024, oil sector growth is expect-
ed to recover (4.9 percent in 2025, 5.4 in 2026–2027) helped by the
gradual increase of oil production from 9.44 million bpd in 2025
to 9.98 million in 2026 and 10.48 million in 2027. The service sec-
tor is expected to continue expanding steadily, at an average rate
of 4.9 percent in 2025–2027, thanks to sustained diversification ef-
forts under Vision 2030 and large-scale investments in the leisure
and tourism sectors.

The current account balance is projected to remain slightly nega-
tive in 2025 (-0.3 percent of GDP), before turning into surplus in
2026 and 2027. This is driven by the recovery of the country’s trade
balance thanks to increased oil production and exports. Addition-
al improvements are expected from non-oil merchandise exports
(11.4 percent in 2025–2027 against 9.7 percent in 2024), and ser-
vices exports (9.2 percent against 4.5 percent).

The general government deficit is projected to widen to 3.1 percent
in 2025 and remain stable at an average of 3.1 percent in
2026–2027. On the monetary side, inflation is projected to remain
low and stable in coming years.

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

Real GDP growth, at constant market prices 12.0 0.6 2.0 3.2 4.3 4.4
Private consumption 5.8 7.6 2.7 2.9 3.0 3.1
Government consumption 9.6 5.5 1.9 4.9 3.5 3.5
Gross fixed capital investment 19.7 9.4 1.6 3.7 3.9 4.4
Exports, goods and services 19.5 -7.0 2.0 5.3 7.3 6.9
Imports, goods and services 12.2 9.7 5.3 4.9 5.3 5.1

Real GDP growth, at constant factor prices 11.9 0.2 1.9 3.4 4.3 4.4
Agriculture 1.8 4.6 5.1 2.0 2.0 2.0
Industry 16.2 -3.5 -0.9 2.2 4.1 3.6
Services 7.9 4.2 4.7 4.6 4.7 5.3

Employment rate (% of working-age population, 15 years+) 60.1 60.8 60.3 60.3 60.3 60.3
Inflation (consumer price index) 2.5 2.3 2.1 2.3 2.2 2.0

Current account balance (% of GDP) 12.1 2.9 -0.5 -0.3 0.3 1.0
Net foreign direct investment inflow (% of GDP) 2.2 1.9 0.9 1.0 1.1 1.3

Fiscal balance (% of GDP) 2.2 -1.8 -2.5 -3.1 -3.3 -3.0
Revenues (% of GDP) 27.3 26.5 27.1 26.5 26.8 27.0
Debt (% of GDP) 21.3 23.0 26.2 25.6 27.6 26.3
Primary balance (% of GDP) 2.9 -0.9 -1.7 -2.3 -2.4 -2.1

GHG emissions growth (mtCO2e) 6.1 3.7 -0.3 0.4 1.6 2.6

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

In December 2024, opposition forces ousted President Bashar
al-Assad, sparking hopes of ending a 14-year conflict that
displaced over half the population and caused economic col-
lapse and widespread poverty. While this change has re-
newed Syria’s international engagement, the situation re-
mains highly volatile. Reconstruction and investments could
drive the economic recovery if security conditions improve, the
country stabilizes, and state institutions are strengthened.

Key conditions and challenges

The transitional government installed in December 2024 faces the
enormous task of reversing Syria’s economic collapse and restoring
confidence following the civil war. With over 409,000 deaths, this
was the deadliest conflict of this century according to the Uppsala
Conflict Data Program. GDP shrank by 53 percent between 2010
and 2022, prompting the World Bank to classify Syria as a low-in-
come country in 2018. Nighttime light data—a proxy for economic
activity—suggests an even larger contraction.

The conflict triggered massive waves of displacement. As of De-
cember 2024, approximately 5.5 million Syrian refugees were re-
siding in neighboring countries, with an additional 1.2 million in Eu-
rope. Over 7 million people were internally displaced, and nearly
half of the population lived in poverty.

The combined impact of conflict and sanctions has profoundly
reshaped Syria’s economic structure. Tourism, energy, and
manufacturing have been hit particularly hard, while Captagon

Population1 Poverty2

million millions living on less than $3.00/day

24.7 3.7
Life expectancy at birth3 School enrollment4

years primary (% gross)

72.1 79.6
GDP5 GDP per capita6

current US$, billion current US$

21.4 869.0
Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2022 (2021 PPPs). 3/ 2023.
4/ 2023. 5/ 2024. 6/ 2024.

production and trafficking emerged as the economy’s most
valuable sector. Once the eastern Mediterranean’s leading oil
exporter, Syria has since been forced to rely on oil imports
as domestic production dropped and non-state actors con-
trolled operational fields . Dependence on food imports has
also intensified, while the Syrian pound collapsed along with
price stability.

Recent developments

Opposition forces, led by Hayat Tahrir al-Sham, seized regime-
held territories in a sweeping military operation in December
2024, bringing 78 percent of Syria’s population and 60 percent
of economic activity under the control of the transitional govern-
ment. However, the transitional government controls only 9 per-
cent of oil production, with the vast majority still under Syrian
Democratic Forces (SDF).

After the regime's fall, conflict dynamics shifted. Clashes
between transitional government forces and armed groups

FIGURE 1 / Inflation and exchange rate movements
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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fueled sectarian violence in Latakia and Tartous in the
West and Suwayda in the South-East. The violence in Suway-
da also triggered fresh airstrikes by Israel including in Damascus
in July 2025.

After a brief depreciation, the Syrian pound appreciated by about
29 percent between the pre-escalation level in late November 2024
and August 2025. The appreciation was driven by increased de-
mand from returning Syrians and expatriates and the partial lifting
of sanctions and foreign exchange controls. Syria's liquidity crisis
persists as tight restrictions—including weekly withdrawal limits,
suspended e-payments, and delayed government salaries—contin-
ue to strain cash availability.

After an initial spike, food prices have stabilized and since January
2025 started declining on a year-to-year basis. This followed the ap-
preciation of the Pound, the removal of military checkpoints and
the influx of cheaper imported goods, mainly from Türkiye.

The budget deficit remains significant at around 6 percent of
GDP given the weak fiscal revenue capacity, the slowdown in
economic activity and the persistence in recurrent expenditures.
The deficit continues to put pressure on the high level of debt,
particularly external (about 104 percent of GDP in 2024 according
to Central Bank data).

Access to humanitarian assistance in Syria remains critically low.
While the funding was up by 70 percent in the first 6 months
of 2025 compared to the same period in 2024, mainly thanks to
Turkish funding, it remains a third below 2023 levels.

Outlook

Subject to extraordinarily high uncertainty, real GDP is projected to
increase by 1.0 percent in 2025, after the 1.5 percent decline es-
timated in 2024. This would be the first—albeit modest—uptick in
growth since 2022, supported by the easing of sanctions, increased
electricity supply, returnees’ economic contribution and growing
international engagement. Withamodestrecovery, incomepercapi-
ta is estimated to contract in 2025 and extreme poverty to rise, as
population growth outstrips the modest predicted income growth.

Syria’s economic outlook is highly uncertain. Security challenges re-
main acute. Securing oil supply will be a major challenge for the
government, as disrupted imports from Iran could raise fuel prices
and inflation. While some sanctions have been eased, frozen as-
sets and restricted access to international banking continue to im-
pede trade and investment. The full implementation of sanction re-
lief could enhance energy supply, foreign assistance, and humani-
tarian delivery. On the upside, reopened trade routes could facili-
tate the movement of goods and services and boost cross-border
trade with neighboring countries.

Return movements have increased since the fall of the Assad regime.
Around 780,000—12 percent of the 6.3 million Syrian refugees
abroad—and 1.7 million—out of the 7.4 million Internally Displaced
Persons—have returned since the regime change up until mid-Au-
gust2025(UNHCRdata).Whilereturneesposeshort-termchallenges
as they require assistance, their return could boost growth in the
medium term, increasing aggregate demand and labor supply.

Recent history and projections 2022 2023 2024 2025e

Real GDP growth, at constant market prices 0.7 -1.2 -1.5 1.0
Private consumption -11.4 8.8 -13.5 20.7
Government consumption -49.4 25.6 20.4 13.7
Gross fixed capital investment 19.5 -9.1 37.0 -31.4
Exports, goods and services 30.7 23.5 -31.5 30.6
Imports, goods and services -7.6 5.8 62.0 -38.0

Real GDP growth, at constant factor prices 0.7 -1.2 -1.5 1.0
Agriculture -6.1 0.9 -3.0 0.0
Industry -13.4 4.4 -1.0 1.0
Services 4.6 -2.4 -1.3 1.2

Employment rate (% of working-age population, 15 years+) 33.0 33.0 33.0 33.0
Inflation (consumer price index) 63.7 127.8 58.1 -12.7

Current account balance (% of GDP) -12.2 -14.0 0.4 0.1
Net foreign direct investment inflow (% of GDP) 0.0 0.0 0.0 -0.9

Fiscal balance (% of GDP) -6.8 -5.4 -5.4 -6.0
Revenues (% of GDP) 6.2 7.7 7.7 7.0
Debt (% of GDP) 37.2 34.3 30.3 14.9
Primary balance (% of GDP) -3.4 -4.7 -1.6 -3.5

International poverty rate ($3.00 in 2021 PPP)1,2 16.5 18.8 21.0 22.5

Lower middle-income poverty rate ($4.20 in 2021 PPP)1,2 39.3 42.8 46.3 48.1

Upper middle-income poverty rate ($8.30 in 2021 PPP)1,2 87.9 89.2 90.4 91.0

GHG emissions growth (mtCO2e) -1.9 3.2 3.3 4.1

Source: World Bank, Poverty and Economic Policy Global Departments.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
1/ Calculations based on 2022-HNAP. Actual data: 2022. Nowcast: 2023-2024. Forecasts are from 2025 to 2027.
2/ Projection using neutral distribution (2022) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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TUNISIA
Tunisia’s economy is expected to grow 2.6 percent in 2025,
driven by increased agricultural and construction activity.
At the same time, with limited external financing, elevated
debt, and persistent fiscal risks, the outlook remains uncertain.
To boost economic growth and job creation, sustain poverty
reduction, and keep public debt at sustainable levels, it is im-
portant to engage in more ambitious fiscal reforms, improve
the business environment, and facilitate competition.

Key conditions and challenges

More than a decade after the 2011 revolution, Tunisia continues to
face challenging economic conditions. Barriers to competition, lim-
ited access to finance, governance challenges, and low female la-
bor force participation have resulted in a growth divergence from
other middle-income countries. As private job creation stagnated,
the state stepped in as an employer of last resort and price stabi-
lizer. However, poverty reduction supported by the state without
dynamic job creation is difficult to sustain. Furthermore, due to a
limited external financing environment, the government tapped in-
to financing from commercial banks and the Central Bank, which
has likely crowded out credit to the rest of the economy and could
affect the conduct of monetary policy.

Tunisia’s growth prospects hinge on reform efforts to address
economic distortions and reduce fiscal pressures. Priority actions
could include making the tax system fairer and more efficient,
improving public administration and state-owned enterprises
(SOEs), and reducing barriers to business entry. Progress in
these areas is critical to lay the foundation for sustainable and
inclusive growth.

Population1 Poverty2

million millions living on less than $4.20/day

12.3 0.3
Life expectancy at birth3 School enrollment4

years primary (% gross)

76.5 103.5
GDP5 GDP per capita6

current US$, billion current US$

51.3 4180.8
Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2021 (2021 PPPs). 3/ 2023.
4/ 2023. 5/ 2024. 6/ 2024.

Recent developments

Tunisia’s growth has been modest and volatile since the sharp
Covid-related contraction. After stalling in 2023 (0.2 percent
growth) due to limited demand, drought, uncertain external financ-
ing conditions, and regulatory constraints, the economy slightly re-
covered in 2024 (1.6 percent growth). In the first half of 2025, how-
ever, economic growth picked up to 2.4 percent, driven by a recov-
ery in the agricultural sector and increased construction activity.

Tunisia’s external situation continued to improve in 2024. Growth
in tourism revenues (+8.3 percent in 2023–24) and remittances
(+11.2 percent) more than offset the increase in the merchandise
trade deficit (+7.5 percent). As a result, the current account deficit
declined from 2.3 percent of GDP in 2023 to 1.9 percent of GDP in
2024. At the end of 2024, foreign reserves covered 4 months of im-
ports, on par with the previous year. For the first half of 2025, the
current account deficit reached 2 percent of GDP.

The pressure on public finances remains elevated. While the fis-
cal deficit moderated to 6.3 percent in 2024—down from 7.3
percent of GDP in 2023—it continues to be higher compared to

FIGURE 1 / Real GDP: Actual, forecast and pre-COVID-19 trend
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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the pre-Covid period (2.9 percent of GDP in 2019). Public debt re-
mained stable at 84.5 percent of GDP in 2024. Given the country’s
limited access to international markets, the authorities are increas-
ingly relying on domestic sources to cover their financing needs, in-
cluding foreign exchange (FX) borrowing from the Central Bank in
both 2024 and 2025 to repay external debt.

Inflation continued its decline from the peak of February 2023
(10.4 percent), reaching 5.2 percent in August 2025. Core inflation
fell to 5.4 percent in August 2025, down from 6.4 percent in
August 2024. The decline appears to be driven by lower global
prices and reduced domestic demand. As a response, the Central
Bank lowered its main policy rate from 8 percent to 7.5 percent
in March 2025. However, food inflation remains unchanged (5.9
percent) and continues to present a particular challenge for low-
income households.

With economic growth picking up in the first half of 2025, the
unemployment rate—while remaining high, especially for the
youth—decreased slightly to 15.3 percent in Q2 2025 from 15.7
percent in the previous year. The labor force participation rate
reached 46.2 percent in Q2 2025, with a stark difference between
men and women (64.6 and 28.7 percent, respectively). The poverty
rate, based on the Upper-Middle Income Poverty Line (US$8.30/
person/day in 2021 PPP), is nowcasted to have declined from an es-
timated 16.6 percent in 2024 to 16.0 percent in 2025.

Outlook

After limited growth in 2023–2024, the economy is expected to
grow by 2.6 percent in 2025, driven by a recovery in agricultur-
al production—olive oil and cereals in particular—and increased

construction activity. In the medium term (2026–27), growth is
expected to moderate to 2.4 percent on average amid a tight fi-
nancing environment and barriers to market entry.

The budget deficit is expected to reach 5.7 per cent of GDP in 2025
as the growth of subsidies and the wage bill remains subdued and
tax revenues increase moderately. In the medium term, the deficit
is projected to slightly decline to 4.4 percent of GDP in 2027, driven
by a containment of the wage bill and subsidies. Public debt is ex-
pected to reach 83.6 percent of GDP by 2027, down from 84.5 per-
cent of GDP in 2024.

The current account deficit is projected to increase to 2.7 percent
of GDP in 2025 with a widening of the trade deficit, partly offset
by moderate growth in tourism receipts and a decline in oil prices.
In the medium term, the current account deficit is expected to in-
crease slightly to 3.1 percent of GDP by 2027. With FDI projected
to remain stable and minimal portfolio investments, external fi-
nancing pressures would remain elevated. Given limited external
financing options, the authorities may revert to FX borrowing from
the Central Bank.

The 2025–27 growth forecast is subject to downside risks. In the
near term, rising trade uncertainty, constrained external financing
conditions, and a prolonged drought could raise growth and
macroeconomic stability challenges for Tunisia. Medium-term
prospects would improve markedly if Tunisia took steps toward
strengthening fiscal policies, modernizing SOEs, and fostering
greater competition.

The share of people living on less than the Upper-Middle Income
Poverty Line (US$8.30/person/day in 2021 PPP) is projected to
slightly decrease from 16.0 percent in 2025 to 15.0 percent by 2027.

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

Real GDP growth, at constant market prices 2.8 0.2 1.6 2.6 2.5 2.2
Private consumption 1.9 0.8 1.1 4.0 3.6 3.3
Government consumption 1.2 -0.2 1.4 2.5 -0.6 -1.2
Gross fixed capital investment 2.2 2.0 1.2 -0.5 4.3 4.4
Exports, goods and services 17.4 9.0 -1.6 8.8 3.3 2.3
Imports, goods and services 11.6 5.1 3.9 10.8 4.1 3.5

Real GDP growth, at constant factor prices 2.7 0.0 1.6 2.6 2.5 2.2
Agriculture 2.1 -16.2 9.0 8.1 2.5 2.0
Industry 0.7 -0.9 -2.2 2.5 1.9 2.4
Services 3.5 2.9 2.0 1.9 2.8 2.2

Employment rate (% of working-age population, 15 years+) 39.3 38.9 38.2 38.3 38.3 38.3
Inflation (consumer price index) 8.3 9.3 7.0 5.7 5.2 4.8

Current account balance (% of GDP) -8.8 -2.3 -1.9 -2.7 -2.9 -3.1
Net foreign direct investment inflow (% of GDP) 1.4 1.5 1.5 1.5 1.4 1.5

Fiscal balance (% of GDP) -6.9 -7.3 -6.3 -5.7 -5.3 -4.4
Revenues (% of GDP) 29.6 29.0 29.6 27.1 26.7 26.4
Debt (% of GDP) 82.4 84.6 84.5 84.9 84.0 83.6
Primary balance (% of GDP) -3.6 -3.4 -2.3 -1.7 -1.2 -0.6

Lower middle-income poverty rate ($4.20 in 2021 PPP)1,2 1.2 1.4 1.4 1.3 1.2 1.2

Upper middle-income poverty rate ($8.30 in 2021 PPP)1,2 15.8 16.9 16.6 16.0 15.5 15.0

GHG emissions growth (mtCO2e) -2.2 -5.1 0.5 2.6 2.2 1.9

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
1/ Calculations based on 2021-NSHBCSL. Actual data: 2021. Nowcast: 2022-2024. Forecasts are from 2025 to 2027.
2/ Projection till 2023 using point to point elasticity (2010-2015) with pass-through = 1 and from 2024 using neutral distribution (2021) with pass-through = 0.7 (Low (0.7)) based on GDP
per capita in constant LCU.

Macro Poverty Outlook / October 2025 39



UNITED ARAB
EMIRATES

The United Arab Emirates (UAE) economy remains strong
and resilient, thanks in part to accelerated diversification
through strategic investments in infrastructure, technology,
and skills. This is backed by ample fiscal buffers, gover-
nance, trade, and energy reforms to strengthen resilience
and competitiveness. Key risks arise from OPEC+ shifts,
oil-price volatility, geopolitical tensions, and Red Sea
supply-chain disruptions.

Key conditions and challenges

The UAE’s economic growth remains strong, supported by re-
silient domestic demand and ongoing structural reforms. The oil
sector continues to anchor fiscal and external balances, while di-
versification efforts are accelerating to enhance resilience and re-
duce vulnerabilities. Non-oil growth is underpinned by strategic
investments in infrastructure, technology, and human capital. Re-
forms in governance, trade, and energy are reinforcing sustain-
ability and facilitating the shift toward a more diversified growth
model. Cross-border energy ties are expected to intensify fol-
lowing announcements of a deepening energy investments plans
with the USA.

Risks stem from supply chain challenges, including those from af-
fected Red Sea routes, and could weigh on tourism, transport,
and logistics. While the outlook remains subject to external un-
certainties, substantial sovereign buffers, ongoing structural re-
forms, and strong investment momentum provide a solid foun-
dation for sustained growth.

Population1 Poverty
million

10.9 ..
Life expectancy at birth2 School enrollment3

years primary (% gross)

82.9 106.3
GDP4 GDP per capita5

current US$, billion current US$

567.6 52186.9
Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2023. 3/ 2023. 4/ 2024. 5/ 2024.

Recent developments

The UAE economy is showing continued momentum in 2025, fol-
lowing a robust real GDP growth of 3.9 percent in 2024. This re-
flected a 3.4 percent expansion in non-hydrocarbon sectors and a
modest 1.1 percent growth in hydrocarbons. Economic activity re-
mains broad-based, with notable contributions from financial ser-
vices, construction, transport, and real estate, while diversification
efforts continue to underpin overall resilience. In the first four
months of 2025, crude oil output averaged 2.9 million bpd, a 0.4
percent decline relative to the same period in 2024, reflecting con-
tinued adherence to OPEC+ production targets. In April, however,
output was ramped up slightly to 2.94 million bpd from 2.93 million
in March, as OPEC+ began unwinding voluntary cuts and the UAE
secured a 300,000 bpd quota increase effective through Septem-
ber 2026. Gas production increased by 2 percent year-on-year in
Q1, supported by ongoing upstream capacity expansions and mid-
stream efficiency improvements, including the initial phase of AD-
NOC Gas’s Rich Gas Development project. Inflation in the UAE av-
eraged 1.4 percent in Q1 2025, down from 1.9 percent in Q1 2024.

FIGURE 1 / Annual real GDP growth
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FIGURE 2 / Fiscal balance
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The moderation reflected weaker tradeable prices, continued de-
clines in transportation costs, and easing food inflation in line with
softer global trends, while higher non-tradeable prices provided
some offset.

The fiscal position remains strong, underpinned by low public debt,
sizeable buffers, and sustained hydrocarbon receipts alongside ris-
ingnon-oil revenues. In2024, thefiscalsurplusstoodat4.8percentof
GDP, compared with 6.1 percent in the previous year. Total revenue
increasedby1.2percentyear-on-yearto27.8percentofGDP,withtax
receipts rising by 15.5 percent and their share of total revenue reach-
ing 66.2 percent (from 58 percent in 2023). Expenditure grew by 2
percent to 22.3 percent of GDP, driven by higher social benefits,
goods and services, and wages. Capital expenditure increased, re-
flecting continued investment in infrastructure and the non-oil
economy. In Q1-2025, the UAE’s operating surplus declined to 15.1
billion dirhams, almost fifty percent lower than both a year earlier
and the previous quarter. Revenues were broadly unchanged year-
on-year but fell 20 percent from Q4-2024, while expenditures in-
creased 16 percent over the year, reflecting higher government
spending commitments and signaling rising fiscal pressures.

The external position remains strong, with the current account sur-
plus reaching 8.2 percent of GDP, reflecting robust goods and ex-
port services. Total exports increased to 26.9 percent of GDP in
2024, up from 21.9 percent the year before. Non-oil exports ac-
count for 26.7 percent of GDP, driven by higher exports of gold and
jewelry. Re-exports occupy a substantial part in trade activity, reach-
ing 31.7 percent GDP. At the same time, imports increased to 80.4
percent of GDP in 2024, up from 75 percent a year earlier, driven
by imports of gold, telecommunications equipment, and vehicles.

Modelled estimates from the ILO suggest that the employment-to-
populationratiowilledgeupto76.2percent in2025, reflectingsteady
job growth—particularly among women. The unemployment rate is
expected to remain low, holding at approximately 2.1 percent in
2025. However, women are likely to experience unemployment
rates about three times higher than men. Young people aged 15 to

24 will continue to face greater challenges in the labor market, with
youth unemployment and a notable gender gap persisting.

Outlook

The UAE’s economy is projected to grow by around 5 percent in
2025, with growth expected to remain broadly stable over the
medium term. Oil GDP is strengthening as OPEC+ production cuts
are phased out. A calibrated normalization announced by OPEC+
countries is expected to support oil market activity and boost oil
revenue generation. Non-oil economic growth is projected to reach
3.5 percent in 2025, led by tourism, construction, transportation,
and financial services. This diversification is supported by business
climate reforms, infrastructure investment, and governance en-
hancements, while the ongoing energy transition—through invest-
ments in clean energy, carbon capture, and efficiency technolo-
gies—will further reinforce resilience and long-term sustainability.

The oil sector will continue to be the main anchor for fiscal and ex-
ternal balances, underpinning macroeconomic stability. Over the
medium term, the fiscal surplus is projected to stay strong at
around 4.6 percent of GDP, underpinned by sustained oil revenues
from rising hydrocarbon exports. Ongoing tax policy reforms are
expected to strengthen the revenue base, enhance international
tax alignment, and support the accumulation of fiscal buffers.

Supported by substantial external reserves and sizeable sovereign
wealth fund assets, the current account surplus is projected to re-
main at sustainable levels, reaching 7.9 percent of GDP in 2025 and
narrowingto6.5percentin2026asoilpricesstabilizeandimportsrise.

The economic outlook remains subject to external risks, including
oil price volatility, geopolitical uncertainty, and disruptions to glob-
al trade. Global financial conditions and prevailing uncertainty may
present additional challenges. At the same time, fiscal buffers, tar-
geted investment, and structural reforms are expected to underpin
stability and resilience over the medium term.

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

Real GDP growth, at constant market prices 7.6 2.9 3.9 4.8 5.0 5.1
Private consumption 9.0 5.1 4.6 2.9 2.6 2.6
Government consumption 3.5 3.0 3.5 4.9 3.2 4.9
Gross fixed capital investment 6.0 5.9 4.2 2.9 3.1 3.3
Exports, goods and services 8.1 3.3 5.0 6.0 6.2 6.1
Imports, goods and services 7.4 5.3 5.6 4.8 4.6 4.6

Real GDP growth, at constant factor prices 7.6 2.9 3.9 4.8 5.0 5.1
Agriculture 3.4 3.5 2.9 2.7 2.5 2.5
Industry 8.8 1.2 2.5 1.3 2.0 1.7
Services 6.5 4.5 5.2 7.9 7.5 7.8

Employment rate (% of working-age population, 15 years+) 75.0 75.8 76.1 76.1 76.1 76.1
Inflation (consumer price index) 4.8 1.6 1.8 2.1 2.0 2.0
Current account balance (% of GDP) 11.9 9.2 7.8 7.1 7.7 5.8

Fiscal balance (% of GDP)1 9.7 6.1 4.8 4.4 4.9 5.1
Revenues (% of GDP) 32.1 29.7 26.5 26.9 26.3 25.9
Debt (% of GDP) 31.5 28.2 28.5 30.3 28.3 26.1
Primary balance (% of GDP) 10.2 6.7 5.5 4.7 5.2 5.4

GHG emissions growth (mtCO2e) 0.4 -1.6 -0.8 5.9 6.8 7.3

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

Yemen’s situation continues to deteriorate, with both short-
term and long-term risks intensifying. Food insecurity now
affects over 65 percent of the population, while poverty is
widespread. Fragmentation is deepening, driven by escalat-
ing domestic tensions between the two economic zones.
Intensifying conflict and the blockade of oil exports have
further compounded the crisis. The outlook remains highly
uncertain, with limited avenues for economic stabilization.

Key conditions and challenges

Yemen’s crisis is rooted in a decade of conflict and deep political
and economic fragmentation. Since 2015, real GDP per capi-
ta has contracted by 57 percent, erasing over two decades
of progress. The country is divided into two distinct economic
zones, each governed by separate institutions. Houthi-controlled
areas reportedly host about 70 percent of the population, while
Internationally Recognized Government (IRG)-controlled regions
hold the country’s oil and gas reserves. The oil sector has suf-
fered a dramatic collapse due to the blockade in place since Oc-
tober 2022, along with lack of investment, and persistent inse-
curity. Non-oil sectors also face severe challenges due to supply
chain disruptions, double taxation, corruption, market distortions,
and weak institutions.

Food insecurity has reached alarming levels, with 70 percent of
households in IRG-controlled areas and 66 percent in Houthi-
controlled areas reporting inadequate food consumption. The un-
affordability of basic goods, compounded by low humanitarian aid,

Population1 Poverty
million

40.6 ..
Life expectancy at birth2 School enrollment3

years primary (% gross)

69.3 83.9
GDP4 GDP per capita5

current US$, billion current US$

19.0 469.3
Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2023. 3/ 2016. 4/ 2024. 5/ 2024.

declining remittances, and limited employment opportunities,
has forced many households to adopt negative coping strategies
such as child marriage or begging, undermining both current and
future welfare.

Recent developments

In the first half of 2025, Yemen’s economy remained under acute
strain. Oil-sector activity stagnated as a result of the ongoing
blockade, while the non-oil economy faced mounting pressures
stemming from a deteriorating operating environment. Food ac-
cess constraints represent a worsening challenge across all re-
gions of Yemen. In areas controlled by the IRG, inflation sharply
eroded household purchasing power, with the cost of a Minimum
Food Basket increasing by 26 percent year-on-year as of June. In
Houthi-controlled areas, Israeli airstrikes damaged critical infra-
structure, further restricting imports and placing additional strain
on access to food and essential goods. Humanitarian funding has
declined sharply: as of mid-September 2025, only 19 percent of
the USD 2.5 billion required under the United Nations Office for

FIGURE 1 / Real GDP per capita
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FIGURE 2 / Exchange rate trend: Sana’a and Aden
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the Coordination of Humanitarian Affairs (OCHA)’s response plan
had been secured, compared to 58 percent coverage in 2024.
On the monetary front, institutional tensions between the Central
Bank of Yemen in Aden and the one in Sana’a have resurfaced
following the latter’s issuance of new coins and banknotes to re-
place older denominations. In Houthi-controlled areas, the econ-
omy remains predominantly cash-based, with liquidity shortages
continuing to worsen. Financial institutions have increasingly re-
located from Sana’a to Aden in an effort to avoid U.S. sanctions.

The fiscal position of the IRG deteriorated in the first half of 2025,
with revenues declining by 30 percent year-on-year. This drop was
primarily driven by a reduction in grants, following substantial Sau-
di support in 2024. While revenues excluding grants increased by
22 percent, they remain well below pre-blockade levels, highlight-
ing a structural shift that has fundamentally altered the fiscal enve-
lope. In an effort to contain the widening fiscal deficit, the IRG im-
plemented an 8 percent reduction in spending; however, this has
disrupted the provision of essential services.

External imbalances have intensified. The Yemeni rial weakened
sharply on the Aden market, hitting an all-time low of 2,905 per
US dollar by mid-July. In response, the IRG introduced stabilization
measures, including revoking licenses for money exchangers, im-
posing new limits on foreign exchange purchases for personal use,
and establishing an import committee to oversee hard currency
allocation. These actions led to a rapid appreciation of the rial
to around 1,676 per US dollar. However, underlying vulnerabil-
ities—particularly limited foreign exchange reserves—persist,
casting doubt on the durability of these recent gains.

Outlook

Economic prospects for 2025 and 2026 remain subdued. Persis-
tent domestic challenges and adverse external conditions offer
little hope for economic stabilization. With no clear path to peace
and oil exports blocked, public finances and external accounts
are predicted to remain under strain. Inflation is expected to re-
main elevated, especially as price controls contribute to supply
shortages and further erode purchasing power. Acute liquidity
shortages in Houthi-controlled areas are likely to persist, stifling
consumption and business activity. The economic divide between
the two economic zones is set to remain entrenched, marked
by divergent monetary policies and currencies. Remittances and
donors’ support show little momentum, and near-term prospects
for a significant pickup are uncertain. As a result, national real
GDP is projected to contract by 1.5 percent in 2025 and stagnate
through 2026. The latest IPC update warns of rising phase 3
and 4 food insecurity, with some risks of phase 5 (catastrophic
hunger) by end-2025.

Downside risks are high. Intensified regional conflict could further
damage infrastructure, disrupt imports, and widen the gap be-
tween limited foreign aid and pressing needs. Escalation of domes-
tic tensions could prompt retaliatory actions by the Houthi move-
ment, including resistance to bank relocations and against IRG’s ef-
forts to centralize import financing through the official banking sys-
tem. Yemen’s future continues to depend on achieving peace, re-
construction, and critical institutional reforms to restore business
confidence and reignite the economy.

Recent history and projections 2022 2023 2024 2025e 2026f

Real GDP growth, at constant market prices 1.5 -2.0 -1.5 -1.5 0.0

Inflation (consumper price index)1 29.8 0.9 33.9 33.0 15.0

Current account balance (% of GDP) -16.1 -20.4 -26.6 -29.0 -23.4

Fiscal balance (% of GDP) -2.2 -5.6 -2.4 -3.6 -3.0
Revenues (% of GDP) 10.0 6.2 6.4 3.8 4.5

Source: World Bank, Poverty and Economic Policy Global Departments.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
1/ Inflation rates refer to end-of-period figures.
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