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CAMBODIA

Table 1 2022
Population, million 16.8
GDP, current US$ billion 29.6
GDP per capita, current US$ 1768.1
School enrollment, primary (% gross)? 102.9
Life expectancy at birth, years? 70.4
Total GHG emissions (mtCO2e) 77.8

Source: WDI, Macro Poverty Outlook, and official data.
a/ WDI for School enrollment (2021); Life expectancy
(2020).

Cambodia’s economy continued to re-
cover in 2022. The recovery of the ser-
vices sector is strengthening, driven
largely by pent-up consumer demand.
Economic growth for 2023 is projected
to reach 5.2 percent, underpinning
poverty reduction. Downside risks in-
clude a marked slowdown in external
demand, further global financial tighten-
ing, and renewed oil price shock. Do-
mestically, the concentration of domestic
credit in the construction sector re-
mains a key risk to financial stability.
On the upside, China’s reopening pre-
sents an opportunity for Cambodia to
boost its travel and tourism industry
and attract FDI inflows.

Key conditions and
challenges

After shifting to “living with COVID-19”
in late 2021, the economy has gradually re-
covered with real GDP growth estimated
to have accelerated to 5.2 percent in 2022.
Initially led by a recovery of export-ori-
ented manufacturing, growth drivers have
started rotating to the services sector,
which is accelerating, driven by pent-up
consumer demand and the return of for-
eign tourists. This is offsetting a recent de-
cline in Cambodia’s goods exports hit by
the recent slowdown in external demand.
Domestic consumption is also being boost-
ed by the easing of inflation which de-
clined to 2.9 percent y/y in December 2022
as energy and food prices stabilized.

Near-term risks are tilted to the down-
side. An extended slowdown in external
demand is expected to further weaken
Cambodia’s export-oriented manufactur-
ing which generates about 40 percent of
total employment in the industrial sector
(17.3 percent of total non-farm employ-
ment). Continued global financial tighten-
ing is expected to affect the highly lever-
aged financial sector which has been part-
ly behind the recent construction boom.
A renewed oil price shock may stoke
up inflation and dampen domestic con-
sumption. On the upside, China’s reopen-
ing presents an opportunity for Cambodia
to boost its travel and tourism industry
and attract FDI inflows. Over the medium
term, more open trade and investment

policies, anchored in Cambodia’s partici-
pation in bilateral and regional free trade
agreements, including the Regional Com-
prehensive Economic Partnership (RCEP),
Cambodia-China Free Trade Agreement,
and Cambodia-South Korea Free Trade
Agreement, are expected to support fur-
ther export-led growth.

Recent developments

Cambodia’s economic recovery solidified
in 2022 with growth accelerating to 5.2
percent. However, recent high-frequency
indicators suggest weakening external de-
mand. Caused largely by the decline in
exports to the U.S. and EU markets, total
goods (excluding gold) exports contracted
at 17.1 percent y/y in January 2023, com-
pared to an average growth rate of 6.7
percent in 2019. In contrast, the services
sector, especially in the retail, travel, and
tourism industry is quickly accelerating,
driven largely by pent-up consumer de-
mand. In 2022, international arrivals
picked up, reaching 2.2 million. Ap-
proved FDI-financed project value ex-
panded at 754 percent y/y, reaching
US$1.15 billion in 2022.

Meanwhile, inflation eased significantly,
declining to 2.9 percent y/y in December
2022 as energy and food prices decelerat-
ed. The nominal exchange rate continued
to be broadly stable, hovering at riel 4,100
per US. dollar. Gross international re-
serves, however, declined marginally to
US$17.8 bln, covering about 7 months of
imports. In 2022, the current accounts
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deficit narrowed, thanks to strong exports.
Broad money growth decelerated to 8.2
percent y/y in December 2022 as foreign
currency deposit growth moderated, while
credit growth eased to 18.9 percent.

In 2022, central government revenue col-
lection surged, growing at 19.5 percent,
helping contain the overall fiscal deficit
which is estimated to have narrowed to 4.7
percent of GDP, boosting government de-
posits (fiscal reserves) to reach riel 13.5 tril-
lion (US$3.3 billion).

On the spending side, the government ex-
tended the COVID-19 cash transfer pro-
gram with an additional budget of roughly
US$400 million. The program has benefit-
ed approximately 690,000 households or
17 percent of the population. As of January
2023, it has disbursed US$ 932 million
since the launch in June 2020. In addition,
the government has launched a new cash
transfer program for households at risk
due to inflationary pressures, targeting
600,000 vulnerable households with a
planned budget of US$65 million. The new
cash subsidy aims to some extent stabilize
the living condition of vulnerable house-
holds during hardship. The poverty rate
measured at the national poverty line was

17.8 percent in 2019/20. The employment
number was estimated at 8.96 million in
2021, compared with 8.8 million in 2019/20.
The minimum wage for the garment, trav-
el goods, and footwear industry increased
to US$ 200 per month in 2023.

Outlook

Despite a slowdown in external demand,
Cambodia’s real GDP growth for 2023 is
projected to reach 5.2 percent. The fiscal
balance is projected to continue to nor-
malize on the back of stronger revenue
collection. While goods exports are ex-
pected to slow, the external current ac-
count deficit is projected to improve to
19.3 percent of GDP on the back of the
recovering tourism sector and services
exports. Continued strong FDI inflows
and concessional financing will cover ex-
ternal financing needs.

Over the medium term, the economy is ex-
pected to trend back to potential, growing
at 6 percent. Goods and services exports
and strong FDI inflows are expected to be
bolstered by the newly ratified free trade

agreements, a substantial increase in pri-
vate and public investment, especially
under public-private partnership, in key
physical infrastructure such as seaports
and roads that the country experienced
during the COVID-19 period and beyond,
and structural reforms. Poverty is expect-
ed to decline due to the projected eco-
nomic recovery and moderating inflation.
Worsening education performance, with
a decline in the net enrollment rate and
rising number of children out of school
several years prior to the pandemic, is
one of the major scars. It will likely affect
future growth and more importantly, in-
equality in Cambodia.

The outlook is, however, subject to down-
side risks which include an extended slow-
down in the U.S. and European Union, fur-
ther global financial tightening, and a re-
newed global energy price shock. Given
lags in monetary policy transmission, the
full impact on activity of last year’s mone-
tary policy tightening cycle has yet to ful-
ly materialize. In this regard, rising finan-
cial market stress, together with intensify-
ing geopolitical tensions, is considered one
of the main risks to Cambodia’s projected
path to economic recovery.

TABLE 2 Cambodia / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f

Real GDP growth, at constant market prices -3.1 3.0 5.2 5.2 5.7 6.1
Private Consumption -4.0 -0.7 9.5 1.7 1.5 1.3
Government Consumption 12.5 -28.3 23.3 13.7 22.0 5.5
Gross Fixed Capital Investment -2.7 6.8 19.6 14.5 14.2 2.1
Exports, Goods and Services -11.3 13.5 20.7 6.9 10.3 14.3
Imports, Goods and Services -8.9 23.1 22.3 6.5 9.3 9.3
Real GDP growth, at constant factor prices -3.1 2.9 5.1 5.2 5.7 6.1
Agriculture 0.6 1.2 0.7 1.5 1.5 1.5
Industry -1.4 9.4 8.3 7.1 7.5 8.0
Services -6.3 -2.7 3.5 4.8 5.5 5.7
Inflation (Consumer Price Index) 2.9 2.8 5.5 2.5 2.5 2.0
Current Account Balance (% of GDP) -12.4 -42.6 -26.3 -19.3 -16.1 -13.1
Net Foreign Direct Investment Inflow (% of GDP) 13.5 12.6 12.6 13.5 15.0 13.7
Fiscal Balance (% of GDP) -4.9 -7.0 -4.7 -5.5 -3.7 -3.2
Revenues (% of GDP) 23.8 22.0 23.2 23.4 25.2 26.4
Debt (% of GDP) 36.1 36.1 36.7 35.6 36.1 36.3
Primary Balance (% of GDP) -4.3 -6.5 -4.2 -4.9 -3.1 -2.7
GHG emissions growth (mtCO2e) 1.8 2.4 4.0 5.7 6.9 7.9
Energy related GHG emissions (% of total) 21.0 23.0 25.7 29.2 33.4 37.8

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

Notes: e = estimate, f = forecast.



CENTRAL
PACIFIC ISLANDS

Table 1 2020
Population, million
Kiribati 0.12
Nauru 0.01
Tuvalu 0.01
GDP, US$, billion
Kiribati 0.19
Nauru 0.11
Tuvalu 0.05
GDP per capita, current US$
Kiribati 1671
Nauru 8867
Tuvalu 4663

Sources: WDI, World Bank staff estimates.

The economies of Kiribati and Tuvalu
are expected to recover in 2023 after
the border closures of 2022. In Nauru,
however, growth is expected to moder-
ate due to changes to its Regional Pro-
cessing Centre. All countries remain
highly exposed to the risks of global in-
flation and slowing global growth. In
the longer term the key challenges for
economic growth and poverty reduction
are narrow economic bases and vulner-
ability to climate change.

Key conditions and
challenges

The Central Pacific faces major develop-
ment challenges due to exogenous factors
like climate change, small size, and re-
moteness; and endogenous forces like con-
centrated, import-reliant, and volatile
economies. All three countries have trust
funds to stabilize volatile revenues and
provide long-term development financing.
However, they all must diversify their fis-
cal revenues into more stable sources, to fi-
nance high recurrent spending.

In recent years, Kiribati’s growing fish-
eries revenues have allowed the govern-
ment to rapidly increase spending to tackle
widespread poverty. According to a 2019
survey, 21.9 percent of the population was
below the national poverty line, and high
shares of the population were deprived of
non-monetary needs, such as access to
clean water, sanitation, and electricity. The
latest IMF-World Bank LIC DSA (April
2021) found Kiribati’s external debt, at 15
percent of GDP, to be sustainable but at
high risk of debt distress. As its fiscal space
is now narrowing, Kiribati must improve
the quality of public spending including
better targeting social programs.

Nauru must adjust to lower fiscal rev-
enues and identify new sources of growth
over the medium term. Public revenues,
economic growth, and employment have
historically depended on phosphate min-
ing, fishing, and Australia’s Regional Pro-
cessing Centre (RPC) for asylum-seekers.

However, phosphate deposits have been
exhausted, fishing revenues are volatile,
and the RPC has transitioned to an ‘en-
during capability’ setting, which is ex-
pected to reduce fiscal revenues by 22
percent (or 38 percent of GDP) in FY2023.
The latest IMF DSA (February 2022)
found Nauru’s public debt, at 27.1 per-
cent of GDP, to be sustainable; improving
on the ‘unsustainable’ assessment in 2019.
The improvement was due to public debt
falling by 70 percent in March 2021 when
long-defaulted yen bonds were settled,
and domestic debts from the Bank of
Nauru liquidation were reduced. Looking
forward, Nauru must diversify its eco-
nomic base, for example through tourism,
labour mobility schemes, or expanding
fishing revenues.

Tuvalu should expand beyond fishing rev-
enues and the.TV domain by increasing
trade integration, particularly through the
PACER Plus regime. Medium-term macro-
fiscal sustainability will require diversify-
ing away from volatile revenue sources
and consolidating current expenditures
given the longer-term nature of capital ex-
penditures. The latest IMF-World Bank
LIC DSA (July 2021) assessed Tuvalu as at
high risk of debt distress, but public debt is
deemed sustainable. Tuvalu does not have
any domestic debt; external public debt to
GDP in 2022 is 4.0 percent. In the face of
high uncertainty, it is critical that Tuvalu
pursues prudent fiscal policy that priori-
tizes grants and concessional external bor-
rowing. Although no recent data on pover-
ty is available, in 2010 an estimated 26 per-
cent of the population lived below the na-
tional poverty line.

FIGURE 1 Central Pacific Islands / Sources of revenue
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Recent developments

InKiribati, growth fell to 1.2 percentin 2022
due to COVID-19 restrictions. This follows
strong growth in 2021 of 7.9 percent, driven
by government spending, construction, and
a large new unemployment benefit paid to
three-quarters of the adult population. In-
flation rose to 5.3 percent (annual average)
in 2022, due to food and energy inflation
and strong local demand. Strong growth is
estimated to have reduced poverty to 17.9
percent in 2021 (US$3.65 lower-middle-in-
come line), below pre-pandemic levels of
19.5 percent in 2019. However, at 10 percent
of GDP, the unemployment benefit intro-
duces significant fiscal pressures. These
pressures were felt in early 2022 as
COVID-19 border closures reduced tax rev-
enues, compounded by drought and weak
fishing income. As a result, the government
is expected to post a deficit of approximate-
ly 20 percent of GDP after budget support
in 2022. The RERF was worth 380 percent of
GDP in December 2022, down from 450 per-
centin 2021 due to weak investment returns
and GDP growth.

Nauru’s economy is estimated to have
grown by 3.0 percent in FY22 (ending June
2022). Inflation in FY22 was 2.6 percent,
with more effects of global inflation ex-
pected to appear in FY23. Fiscal perfor-
mance in FY22 was better than expected
due to strong fisheries revenues and delays
to the RPC winddown. This allowed the
Government to provide additional support
to SOEs and public services, and offset a
global oil price spike by lowering the fuel
duty by 20 cents per liter in June 2022. The
Government also made a prepayment into
the Intergenerational Trust Fund which
grew to 130 percent of GDP by 30 June
2022, up from 110 percent in June 2021.

In July 2022 Nauru experienced its first
COVID-19 outbreak, though its effects
were offset by fiscal support and the high
vaccination rate.

In Tuvalu, growth increased from 0.3 per-
cent in 2021 to 0.6 percent in 2022 despite
the start of community transmission of
COVID-19. Inflation rose sharply to
around 10 percent (annual average) in
2022, the highest since 2009, due to supply
chain disruptions and global inflation. The
fiscal surplus in 2022 is largely due to high-
er grants from development partners and
capital underspending. Total sovereign
wealth funds for Tuvalu, comprising the
Tuvalu Trust Fund (TTF), the Consolidated
Investment Fund (CIF), and the Tuvalu
Survival Fund (TSF), stood at 318 percent
of GDP at end-2022, down from 397 per-
cent of GDP in 2021 due to GDP growth
and poor investment returns.

Outlook

In Kiribati, growth is expected to rebound
to 2.5 percent in 2023 as donor-led invest-
ment resumes with the border reopening.
Fishing revenues are expected to gradually
return to historical averages, and govern-
ment services are likely to continue sup-
porting growth. No withdrawals from the
RERF are projected in coming years,
though their amounts are highly uncertain
due to the volatile withdrawal rule. While
the rule is an important fiscal anchor a
more stable version, like withdrawing a
fixed share of assets, would make budget-
ing easier. To boost growth Kiribati should
rationalize spending to target poverty re-
duction and human capital investment.
Any further increases in untargeted fiscal
transfers could jeopardize the Govern-
ment’s fiscal responsibility rules.

In FY23 Nauru’s GDP growth is projected
to fall to 1.0 percent, due to the wind-
down of the RPC. This is expected to re-
duce government revenues by 38 percent
of GDP in FY23, so spending must tight-
en by 27 percent of GDP to achieve a bal-
anced budget and meet fiscal responsibil-
ity ratios. The Government plans to re-
duce spending on operations, social hous-
ing, and one-off payments. Recent activ-
ity has been supported by the construc-
tion of a deep-water port, though many
inputs have been imported. From 2024
growth is expected to be supported by
the port’s opening. Nauru could negoti-
ate higher RPC revenues in the future,
or move up the value chain to operate
it, which yielded the Australian operating
company an FY21 profit worth 56 percent
of Nauru’s GDP. Nauru also could diver-
sify the economy by expanding the Vessel
Day Scheme, international labor mobility
schemes, and niche tourism.

In Tuvalu growth is expected to acceler-
ate to 4.2 percent in 2023, as borders re-
open and infrastructure projects resume.
Inflation is expected to ease to 3.4 percent
by 2025 as global prices stabilize. A fiscal
deficit of 4.7 percent of GDP is projected
in 2023-25 due to a slowdown in grants
while current expenditure remains at
high pandemic levels. Total sovereign
wealth funds as a percent of GDP are
anticipated to decline over the medium
term. Longer-term growth is expected to
be of around 2 percent, impacted by pub-
lic enterprise inefficiencies, capacity con-
straints, and weak competitiveness.

Risks to the Central Pacific outlook are
substantial and include high global infla-
tion and slowing global growth; shocks to
global commodity prices; volatile revenue
flows, including grants from development
partners; and the ever-present threat of cli-
mate-related natural disasters.

TABLE 2 Central Pacific Islands / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

Real GDP growth, at constant market prices

2021f

2022f 2023f 2024f 2025f

Kiribati -1.4 7.9 1.2 2.5 2.4 2.3

Nauru 0.7 1.5 3.0 1.0 2.0 2.5

Tuvalu -4.9 0.3 0.6 4.2 3.1 2.6
Lower middle-income poverty rate ($3.65 in 2017 PPP)®

Kiribati 21.3 17.9 18.3 17.8 17.2 16.6

Sources: World Bank and IMF. e = estimate; f = forecast.

Note: Country authorities and World Bank and IMF staff estimates. Nauru data are based on the fiscal year ended June. Kiribati and Tuvalu are calendar years.
a/ Poverty rate for 2019 is calculated from the 2019 Household Income and Expenditure Survey. Poverty rates for 2020-2025 are projections based on real GDP per capita

growth.



CHINA

Table 1 2022
Population, million 1412.3
GDP, current US$ billion 17929.8
GDP per capita, current US$ 12695.4
International poverty rate ($2.15)2 0.1
Lower middle-income poverty rate ($3.65)? 3.0
Upper middle-income poverty rate ($6.85)° 24.7
Gini index? 38.2
School enrollment, primary (% gross)® 104.1
Life expectancy at birth, years® 78.1
Total GHG emissions (mtCO2e) 13067.7

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2019), 2017 PPPs.

b/ WDI for School enroliment (2021); Life expectancy
(2020).

Following China’s reopening, GDP
growth is expected to rebound in 2023
to 5.1 percent, buoyed by private con-
sumption, continued fiscal support, and
stronger private investment. Beyond the
rebound, the property market downturn
and geopolitical tensions may weigh on
growth, although there is a potential
upside of a faster-than-expected recovery
in consumption and external demand.
The pace of poverty reduction is expect-
ed to accelerate but not quite return to
pre-pandemic levels.

Key conditions and
challenges

In the final quarter of 2022, GDP growth
waned in the face of increasingly stringent
COVID-19 lockdowns. Year-on-year GDP
growth slowed to 2.9 percent in the fourth
quarter of 2022, down from 3.9 percent in
the third quarter. In the near term, Decem-
ber’s reopening is expected to usher in a
sharp growth rebound. While the invest-
ment rebound could remain dampened by
the challenged real-estate sector, it is possi-
ble that a faster-than-expected recovery in
consumption and external demand could
result in higher growth. In the medium
term, China’s economic outlook remains
clouded by structural issues including
slowing productivity, environmental chal-
lenges, geopolitical tensions, and a shrink-
ing working-age population.

Recent developments

In 2022 full-year growth fell to 3.0 percent.
Both the services and industrial sectors saw
slowing growth in the fourth quarter in the
face of tight COVID-19 restrictions in Octo-
berand November. By theend of November,
public health-related restrictions were re-
ported to be affecting areas worth around a
quarter of China’s GDP. Inresponse to slow-
ing growth during several large COVID-19
waves over the course of 2022, macroeco-
nomic policies turned expansionary. On the

fiscal side, tax, and relief measures were
introduced and spending on infrastructure
investment projects increased by 9.4 per-
cent year-on-year in 2022, although declin-
ing fiscal multipliers during the pandemic
have constrained the government’s capaci-
ty to support the economy. Monetary pol-
icy became moderately accommodative
with modest interest rate-based easing
measures and cuts to the reserve require-
ment ratio, amongst others.

The sudden loosening of the zero-COVID
policy in December was followed by an
unprecedented wave of infections, severe-
ly disrupting economic activity. On a quar-
ter-on-quarter seasonally adjusted basis,
economic activity was flat at 0.0 percent
in quarter four, with a contraction in con-
sumption. Simultaneously, the trade sur-
plus also shrank as global demand started
to weaken and COVID-related measures
caused disruptions to production. A rapid
exit wave of COVID-19 infections began
to subside in January with consumption
beginning a recovery during the holiday
period and domestic tourism revenue
bouncing back relative to 2022’s holiday
period. In January there were also tenta-
tive signs of a recovery in the housing
market, with more cities posting rising
rather than falling prices for the first time
in more than a year, according to the
70-city home price index.

Poverty reduction continued in 2022, al-
beit at a slower pace. The poverty rate
- as measured by the upper-middle in-
come country line in 2017 PPP ($6.85/
day) is expected to fall to 18.9 percent
in 2022. This decline represents an ad-
ditional 19 million people being lifted

FIGURE 1 China / Real GDP growth and contributions to real
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out of poverty in 2022, compared with 47
million estimated for 2021. Recurrent lock-
downs and a weakened labor market lim-
ited welfare improvements in 2022, with
urban unemployment rising to 6.1 percent
in April, dropping again then rebounding
to 5.7 percent in November amidst further
lockdowns. Urban households reduced
consumptionin 2022 (by 1.7 percent relative
t02021) despite a slight increase in their dis-
posable income (1.9 percent over the same
period). Rural households were affected toa
lesser extent, with average consumption in-
creasing by 2.5 percent in 2022, and income
increasing by 4.2 percent.

Outlook

China’s GDP growth is expected to re-
bound to 5.1 percent in 2023, with a sharp
recovery expected for the first half of 2023.

This expectation is predicated on the rapid
rebound experienced after previous re-
openings in China in 2020 and 2022. This
growth rebound could be even stronger if
external demand in export markets and the
consumption recovery exceed expecta-
tions. Nevertheless, beyond the reopening
effect, the outlook remains somewhat
clouded in the first half of 2022 by con-
tinued challenges in the property sector,
which contributes around a quarter of
China’s GDP. The housing market is ex-
pected to gradually recover after the lift-
ing of Covid-19 restrictions and in re-
sponse to measures from the government
to stabilize the property sector, but debt
may continue to weigh on property de-
velopers. In addition, while the risk of
an imminent new wave of COVID-19 in-
fections has subsided, uncertainty will re-
main over further waves, and associated
policy responses and changes in house-
hold and firm behavior.

A pro-growth alignment of public health,
regulatory, and macroeconomic policy is
expected for 2023. Monetary policy is ex-
pected to remain relatively accommoda-
tive. Fiscal policy is expected to remain
supportive, albeit slightly less expansion-
ary in 2023 than in 2022. A rebound in do-
mestic consumption is expected to put
moderate upward pressure on inflation,
rising to 2.6 percent in 2023, up from 2.0
percent in 2022.

Given the projected economic growth for
2023, the pace of poverty reduction is ex-
pected to accelerate but not quite catch
up with the pre-pandemic years. Con-
sumption recovery is likely to lead to
higher living standards, and the poverty
rate at the $6.85 /day line is projected to
fall to 16.9 percent, representing 29 mil-
lion fewer poor people than in 2022. The
share of the poor residing in urban areas
is projected to continue to grow, reaching
41 percent in 2022.

TABLE 2 China / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f

Real GDP growth, at constant market prices 2.2 8.4 3.0 5.1 4.8 4.4
Private Consumption -1.8 11.7 0.9 8.8 6.1 5.5
Government Consumption 3.2 3.3 4.2 2.7 3.5 2.9
Gross Fixed Capital Investment 3.2 3.1 3.5 4.2 4.7 4.5
Exports, Goods and Services 1.7 18.3 0.5 -0.5 2.2 2.0
Imports, Goods and Services -1.4 10.2 -3.2 1.4 2.8 2.6
Real GDP growth, at constant factor prices 2.2 8.4 3.0 5.1 4.8 4.4
Agriculture 3.1 7.1 4.1 3.1 3.1 3.0
Industry 2.5 8.7 3.8 3.5 3.8 3.5
Services 1.9 8.5 2.3 6.6 5.8 5.2
Inflation (Consumer Price Index) 2.5 0.9 2.0 2.6 2.4 2.0
Current Account Balance (% of GDP) 1.7 1.8 2.3 0.9 0.7 0.5
Net Foreign Direct Investment Inflow (% of GDP) 0.7 1.2 0.2 0.5 0.3 0.3
Fiscal Balance (% of GDP)?® -8.5 -4.0 -6.4 -6.5 -4.8 -3.9
Revenues (% of GDP) 34.8 35.2 32.3 31.8 34.4 34.9
Debt (% of GDP) 45.4 46.9 51.0 54.1 55.6 56.2
Primary Balance (% of GDP) -7.5 -2.9 -5.2 -5.3 -3.5 -2.7
International poverty rate ($2.15 in 2017 PPP)>¢ 0.1 0.1 0.1 0.1 0.1 0.0
Lower middle-income poverty rate ($3.65 in 2017 PPP)*° 2.7 1.8 1.6 1.2 0.9 0.7
Upper middle-income poverty rate ($6.85 in 2017 PPP)"© 23.6 20.3 18.9 16.9 15.0 13.4
GHG emissions growth (mtCO2e) 0.3 5.7 1.3 2.2 1.9 1.3
Energy related GHG emissions (% of total) 83.1 83.6 83.7 84.0 84.2 84.3

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

Notes: e = estimate, f = forecast.

a/ The adjusted fiscal balance adds up the public finance budget, the government fund budget, the state capital management fund budget and the social security fund budget.
b/ Last grouped data available to calculate poverty is for 2019 provided by NBS. Actual data: 2019. Nowcast: 2020-2022. Forecasts are from 2023 to 2025.
¢/ Projection using neutral distribution (2019) with pass-through = 0.85 based on GDP per capita in constant LCU.



F1JI

Table 1 2022
Population, million 0.9
GDP, current US$ billion 4.9
GDP per capita, current US$ 5243.2
International poverty rate ($2.15)2 1.3
Lower middle-income poverty rate ($3.65)% 12.4
Upper middle-income poverty rate ($6.85)? 52.6
School enrollment, primary (% gross)b 113.7
Life expectancy at birth, yearsb 67.9

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2019), 2017 PPPs.

b/ WDI for School enroliment (2021); Life expectancy
(2020).

Robust tourism activity is expected to re-
vive the economy with full recovery ex-
pected by 2024. Major risks to the outlook
include natural disasters and internation-
al commodity price shocks. The govern-
ment’s fiscal consolidation plan, en-
shrined in its first Medium-Term Fiscal
Strategy published in February 2023, is
critical to ensuring debt sustainability.
Structural challenges include remoteness
from markets, vulnerability to natural
disasters, and overreliance on tourism.

Key conditions and
challenges

Fiji is an upper middle-income country
in the South Pacific with more than
300 islands and a population of around
900,000. Economic growth averaged 3.7
percent in 2010-18, supported by
tourism. The economy contracted in
2019 due to lower government spend-
ing, tighter domestic financial condi-
tions, and the global downswing. The
economy suffered a deep contraction
of 22.1 percent (cumulative) during
2020-2021 due to the impacts of
COVID-19 and multiple tropical cy-
clones. Fiji faces several structural im-
pediments to economic development
that include remoteness from major
markets, high exposure to natural disas-
ters, and overreliance on tourism.

Prior to the COVID-19 pandemic, Fiji had
a poverty rate of 24.1 percent in 2019/
2020 as defined by the national stan-
dards of living. The 2019-20 Household
Income and Expenditure Survey (HIES)
estimated the incidence of extreme pover-
ty (US$2.15 in 2017 PPP) at 1.3 percent,
which is on par with other Upper Mid-
dle-Income Countries (UMICs). Despite
low extreme poverty, Fiji lags behind its
UMIC peers in providing higher stan-
dards of living for its people, with the
upper middle-income poverty rate
(US$6.85 in 2017 PPP) of 52.6 percent
much higher than the UMICs’ average of
23.5 percent during the same period.

Recent developments

The economy is estimated to have grown
by 16.1 percent in 2022. Tourist arrivals for
2022 exceeded expectations with more
than 70 percent of pre-pandemic levels,
largely from Australia, New Zealand, and
the US. This stimulated economic activity
across services-related sectors such as ac-
commodation, transport, wholesale, and
finance and insurance. Economic recovery
is estimated to have reduced extreme
poverty from 3.7 percent in 2021 to 2.1 per-
cent in 2022, and poverty by UMIC stan-
dards from 67.3 percent to 59.2 percent in
the same period.

Inflationary pressure receded towards the
end of 2022, registering at 3.6 percent on ac-
count of lower-than-expected prices of alco-
holic beverages and food items, which have
a combined weight of over 45 percent of the
CPI basket. Core inflation also declined at
the end of 2022 to 0.7 percent (y/y). Inflation
levels in Fiji have been low relative to the re-
gion as about 36 percent of the items in the
CPI basket come under price controls; 16
price-controlled items also have a zero VAT
rate. Monetary policy remained accom-
modative to support recovery with
overnight policy rate maintained at 0.25
percent since 2020. The current account
deficit narrowed to 15.2 percent of GDP in
2022, reflecting a strong rebound in tourism
earnings and remittances. Foreign reserves
were at a comfortable level at 6.9 months of
import cover as of end-2022.

The fiscal deficit declined from 11.7 per-
cent of GDP in 2021 to 10.9 percent of GDP
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in 2022. Revenue to GDP fell from 25.7 per-
cent to 22.8 percent and expenditure to
GDP fell from 37.5 percent to 33.6 percent
during the same period. The deficit was fi-
nanced through external concessional and
domestic borrowing. Public debt to GDP
fell from 93.0 percent in 2021 to 87.1 per-
cent in 2022 due to a declining primary
balance combined with higher economic
growth. The April 2022 World Bank MAC
Debt Sustainability Analysis assessed Fiji
with high debt vulnerabilities, but public
debt is sustainable with fiscal consolida-
tion, and near-term risks are heightened.

On February 17, 2023, the government
tabled its first Medium-Term Fiscal Strate-
gy to the Parliament as required under the
Financial Management (Amendment) Act
2021. The strategy aims to instill fiscal dis-
cipline and establish a consolidation path-
way, targeting around 80 percent of public
debt to GDP by July 2026. The government
recognizes the importance of immediate
tax policy measures such as the review of
corporate tax rates and other tax incen-
tives; departure tax; excise tax on alcohol;

export income deduction; and VAT regime.
Expenditure policies will be guided by the
right-sizing of civil service, tightening oth-
er operational expenditures, and proper
investment appraisals for new capital pro-
jects, amongst others.

Outlook

The economy is expected to reach the pre-
pandemic level by 2024 conditional upon
tourism performance. Growth is projected
at 5.0 percent in 2023, driven by an uptick
in tourist arrivals to 85 percent of the 2019
level and 4.1 percent in 2024 assuming full
tourism recovery to the pre-pandemic lev-
el. Key downside risks to growth are nat-
ural disasters and international commodi-
ty price shocks in the medium term. Head-
line inflation is forecast to reach 2.0 percent
(y/y) in 2023 and remain below 3.0 percent
(y/y) in the medium term. Robust tourism
earnings and stable remittances are expect-
ed to reduce the current account deficit to

11.1 percent of GDP in 2023 and converge
to below 8.5 percent over the medium
term. Foreign reserves are expected to re-
main healthy at above 6.0 months of im-
port cover till 2025, adequate considering
Fiji's vulnerability to natural disasters.
Poverty by UMIC standards is expected to
return to pre-pandemic levels (52.6 percent
in 2019) around that time, falling to 52.3
percent in 2025. The recovery of the
tourism sector, the contraction of which
contributed to a quarter of the poverty in-
crease during the pandemic, and remit-
tances, which accounted for 10 percent of
household incomes pre-pandemic, are
likely to benefit the Bottom 40 households.
The fiscal deficit is expected to decline to
5.8 percent of GDP in 2023 and further to
2.3 percent in 2025. As a result, public debt
to GDP is projected to fall to 84.8 percent
in 2023 and to 80.2 percent by 2025.

The newly elected government has pub-
licly acknowledged constraints to growth
such as climate-related shocks, lack of di-
versification and investment, and sluggish
private sector job growth.

I
(annual percent change unless indicated otherwise)

TABLE 2 Fiji / Macro poverty outlook indicators

2020 2021 2022e 2023f 2024f 2025f

Real GDP growth, at constant market prices -17.0 -5.1 16.1 5.0 4.1 3.5
Real GDP growth, at constant factor prices -13.4 -3.7 11.8 5.0 4.1 3.5
Agriculture 3.3 0.5 5.5 4.1 3.9 3.2
Industry -10.6 -8.3 22.1 7.4 3.9 3.5
Services -16.8 -2.9 9.7 4.3 4.2 3.5
Inflation (Consumer Price Index) -2.8 3.0 3.6 2.0 2.2 2.4
Current Account Balance (% of GDP) -13.4 -15.7 -15.2 -11.1 -8.9 -8.3
Fiscal Balance (% of GDP) -12.8 -11.7 -10.9 -5.8 -3.1 -2.3
International poverty rate ($2.15 in 2017 PPP)*" 2.9 3.7 2.1 1.8 1.5 1.3
Lower middle-income poverty rate ($3.65 in 2017 PPP)*" 19.5 22.0 16.0 14.3 13.1 12.3
Upper middle-income poverty rate ($6.85 in 2017 PPP)*" 64.4 67.3 59.2 56.6 54.1 52.3

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

Notes: e = estimate, f = forecast.

a/ Calculations based on EAPPOV harmonization, using 2019-HIES. Actual data: 2019. Nowcast: 2020-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2019) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.



INDONESIA

Table 1 2022
Population, million 279.1
GDP, current US$ billion 1319.1
GDP per capita, current US$ 4725.7
International poverty rate ($2.15)2 2.5
Lower middle-income poverty rate ($3.65)? 20.3
Upper middle-income poverty rate ($6.85)° 60.5
Gini index? 37.9
School enrollment, primary (% gross)® 90.1
Life expectancy at birth, years® 68.8
Total GHG emissions (mtCO2e) 1990.2

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2022), 2017 PPPs.
b/ Most recent WDI value (2020).

Robust terms of trade and private con-
sumption boosted growth and reduced
poverty in 2022. Elevated inflation trig-
gered a cycle of monetary policy tighten-
ing. Commodity windfalls and subsidy
adjustments supported fiscal consolida-
tion and a current account surplus, eas-
ing external financing needs amid chal-
lenging global conditions. Growth is ex-
pected to ease from 2023 onwards. Geopo-
litical uncertainty, inflation, and global
monetary tightening pose downside risks,
though prospects in key trading partners
improved recently.

Key conditions and
challenges

The economy sustained a strong recovery
on the back of elevated global commodity
prices and the unwinding of domestic pan-
demic restrictions. Pockets of vulnerability
are nonetheless evident, including infla-
tionary pressures, tighter monetary and
fiscal policy, and downward trending ca-
pacity utilization in food-related sectors.
Despite steady progress in poverty reduc-
tion, ensuring households' economic secu-
rity remains a key equity challenge.
Robust growth, windfall commodity rev-
enues, and cuts to energy subsidies have
improved the fiscal position and mitigat-
ed the impact of a sharp consolidation
in 2023. However, low revenue collections
continue to constrain development spend-
ing that is critical for boosting productiv-
ity and growth.

Headline inflation (5.3 percent yoy in Janu-
ary)haspersisted abovetheceilingof BankIn-
donesia’s (BI) target band, placing stress on
household purchasing power especially for
the poorest. However, itlooks to have peaked
and begun its descent. Core inflation, by con-
trast, has trended higher on account of a nar-
rowing output gap and second-round
passthroughofearlierenergy pricehikes.
Effective management of inflation remains
critical to macroeconomic stability and the
ongoing economic recovery. Bl policy rates
have been raised significantly to cool price
pressures and prevent the de-anchoring of
inflation expectations.

Recent developments

The economy continued its robust recov-
ery, despite the global downturn. GDP
grew by 5.3 percent in 2022, up from 3.7
percent a year earlier. Private consumption
and investment contributed 3.9 percentage
points to growth, amidst a dwindling role
for government spending. On the supply
side, key contributors were the manufac-
turing, transportation and warehousing,
wholesale and retail trade, and telecom-
munication sectors.

Poverty declined sharply in 2022. The
US$3.65 2017 PPP poverty rate continued
its downward trend from 22.4 percent in
2021 to 20.3 percent in 2022. This progress
continues to be driven by increased private
consumption as the economic recovery
boosts labor incomes. Negative impacts
from high inflation were mitigated by tar-
geted cash transfers. This included trans-
fers of around 75 percent of monthly per
capita household expenditure in Septem-
ber and December 2022 aimed at offsetting
the impacts of fuel subsidy cuts.

Headline inflation accelerated in 2022, as
global food and energy prices rose, and the
Rupiah depreciated. Headline CPI peaked
at 6.0 percent yoy in September, as fuel
subsidies were cut, though moderated lat-
er as food price inflation eased. Food price
inflation — which places a heavier burden
on poorer households — reached 9.4 per-
cent yoy in July, but ended the year av-
eraging just 5.4 percent. The earlier spike
was driven by global logistics bottlenecks
and disruptions of food supply caused by
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Russia’s invasion of Ukraine. Core infla-
tion has trended higher since late 2021,
reaching 3.3 percent yoy by January 2023.
Strong commodity prices boosted the cur-
rent account surplus to 1.0 percent of GDP
in 2022 and bolstered the external position
against the tightening of global financing
conditions. Exports growth, up 16.3 per-
cent yoy, benefited from strong coal and
base metals performance, while imports
growth slumped relative to 2021. Like in
other emerging market economies, In-
donesia experienced significant capital
outflows in 2022, as the US Fed raised
rates, putting pressure on the Rupiah. With
Bl leaning against the ensuing deprecia-
tion (down 11.8 percent yoy) international
reserves declined by US$7.7 billion. Nev-
ertheless, its level remains adequate cover-
ing 5.6 months of imports.

The 2022 fiscal deficit declined to 2.4 per-
cent of GDP, a vast improvement over the
Budget Law target and fulfilling the gov-
ernment consolidation objective one year
early. Total revenues rose from 11.8 per-
cent of GDP in 2021 to 13.4 percent,
buoyed by high commodity prices and the
broader economic rebound. Spending de-
clined from 16.4 percent of GDP to 15.8
percent, despite energy prices driving up
subsidy spending. It was brought down by
an unwinding of pandemic-era programs

and adjustments to subsidized fuel prices.
Lower fiscal financing needs supported a
decline in public debt to GDP.

Outlook

The economy is expected to slow moderate-
ly to 4.9 percent in 2023-24, and then nudge
higher to 5.0 percentin 2025. Headline infla-
tion will unwind at a slow pace given new
pressures from firms gradually passing on
their higher input costs to consumers and
from a core inflation build-up as the output
gap closes in 2024. Higher prices will damp-
en private consumption, more than offset-
ting the upside from the removal of pan-
demic restrictions. As key commodity
prices ease from recent highs, the terms of
trade will soften. Nonetheless, persistent
strength in export volumes should continue
to support the current account.

The budget is expected to record a deficit
of 2.5 percent in 2023. Declining commod-
ity prices and softer growth will weigh on
revenue performance. This will be counter-
balanced by emerging fiscal space from fu-
el price cuts and reduced pressure on the
subsidy budget from global energy prices.
With fiscal consolidation already com-
plete, the government can expect to meet

its fiscal financing needs while navigating
emerging external risks. Looking ahead,
tax policy and administration reforms are
needed to boost revenues and finance pro-
ductive spending on health, infrastructure,
and social protection.

Moderating growth and inflation-driven
erosion of household budgets are expected
to slow the pace of poverty reduction from
around 2.2 percentage points per year in
2021-22 to 1.7 per year until 2025. Boosting
growth through structural reforms, keep-
ing a lid on inflation, creating opportuni-
ties to increase labor income, and improv-
ing the targeting and coverage of social
protection will be crucial to achieving
faster poverty eradication.

Downside risks to growth are significant,
but external factors have improved in re-
cent months. Geopolitical uncertainty and
inflation remain a concern, as do amplified
spillovers from globally uncoordinated
monetary policy tightening. However, In-
donesia’s largest trading partner, China, is
rapidly re-opening, while the US and Euro
area may expect less severe slowdowns
than previously projected. Domestic risks
include moderating growth and rising core
inflation as the output gap closes. Balanced
macroeconomic policy interventions will
be important to reduce inflation pressures
without sacrificing growth.

TABLE 2 Indonesia / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f

Real GDP growth, at constant market prices -2.1 3.7 5.3 4.9 4.9 5.0
Private Consumption -2.7 2.0 4.9 4.6 4.7 5.0
Government Consumption 2.1 4.2 -4.5 3.1 1.4 -1.2
Gross Fixed Capital Investment -5.0 3.8 3.9 6.2 5.9 6.1
Exports, Goods and Services -8.4 18.0 16.3 17.1 8.9 9.0
Imports, Goods and Services -17.6 24.9 14.7 9.0 9.4 9.5
Real GDP growth, at constant factor prices -1.6 3.3 4.9 4.9 4.9 5.0
Agriculture 1.8 1.9 2.3 5.4 3.9 2.5
Industry -2.8 34 4.1 4.4 4.4 4.5
Services -1.5 3.5 6.5 5.3 5.7 6.1
Inflation (Consumer Price Index) 2.0 1.6 4.2 4.5 3.8 3.5
Current Account Balance (% of GDP) -0.4 0.3 1.0 0.0 -0.4 -1.0
Net Foreign Direct Investment Inflow (% of GDP) 1.3 1.5 1.1 1.4 1.4 1.5
Fiscal Balance (% of GDP) -6.1 -4.6 -2.4 -2.5 -2.5 -2.5
Revenues (% of GDP) 10.7 11.8 13.4 12.5 12.7 12.9
Debt (% of GDP) 39.3 40.7 39.5 39.1 38.7 38.5
Primary Balance (% of GDP) -4.1 -2.5 -0.4 -0.5 -0.5 -0.4
International poverty rate ($2.15 in 2017 PPP)*" 3.8 3.6 2.5 2.0 1.6 1.3
Lower middle-income poverty rate ($3.65 in 2017 PPP)*? 23.5 22.4 20.3 18.4 16.7 15.1
Upper middle-income poverty rate ($6.85 in 2017 PPP)”b 60.8 60.7 60.5 58.7 56.9 55.1
GHG emissions growth (mtCO2e) 1.0 1.9 -1.3 1.1 0.5 1.6
Energy related GHG emissions (% of total) 31.2 32.3 31.2 31.7 31.9 32.9

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

Notes: e = estimate, f = forecast.

a/ Calculations based on EAPPOV harmonization, using 2011-SUSENAS and 2022-SUSENAS. Actual data: 2022. Forecasts are from 2023 to 2025.

b/ Projection using annualized elasticity (2011-2022) with pass-through = 1 based on GDP per capita in constant LCU.
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LAO PDR

Table 1 2022
Population, million 7.5
GDP, current US$ billion 15.4
GDP per capita, current US$ 2045.8
National Official Poverty Rate? 18.3
International poverty rate ($2.15)2 7.1
Lower middle-income poverty rate ($3.65)? 325
Gini index? 38.8
School enrollment, primary (% gross)® 98.5
Life expectancy at birth, years® 68.5
Total GHG emissions (mtCO2e) 34.9

Source: WDI, Macro Poverty Outlook, and official data.
a/ National Statistics Office. Most recent value (2018).
b/ WDI for School enroliment (2021); Life expectancy

(2020).

Amid persistent macroeconomic instabili-
ty, the economic recovery will be gradual
and remain vulnerable to further shocks.
Economic growth is expected to reach 3.9
percent in 2023, mostly driven by the ser-
vices sector. High consumer price infla-
tion, which has been predominantly in-
duced by the sharp depreciation of the Lao
kip, has undermined improvements in liv-
ing standards. The poverty rate, measured
at the lower-middle-income poverty line of
$3.65-a-day in 2017 PPP, is estimated to
stagnate at around 32 percent in 2022.

Key conditions and
challenges

Macroeconomic instability persisted in
2022, mainly owing to a sharp currency
depreciation. These developments have
put pressure on public debt servicing,
which further limits fiscal space and ex-
acerbates financial sector vulnerabilities.
Public and publicly guaranteed debt
(PPG) is estimated to have surpassed
110 percent of GDP in 2022, mainly due
to a large kip depreciation. Debt ser-
vice deferrals have accumulated to about
8 percent of GDP in 2022, while av-
erage annual repayment obligations re-
main at $1.3 billion in the medium term.
These pressures are tipping the country
towards debt distress, weighing on fu-
ture growth. A positive outcome from
ongoing debt renegotiations with large
bilateral creditors is crucial to restoring
debt sustainability.

Domestic and external uncertainty con-
tinues to cloud the outlook. In the near
term, the recovery will likely benefit
from the reopening of China, increased
exports, and workers’ remittances. How-
ever, structural imbalances associated
with limited foreign reserves, high pub-
lic debt, and higher import demand will
continue to put pressure on the kip
and inflation, likely undermining house-
hold consumption and investments in
human capital. Subdued global and re-
gional economic growth would weaken
external demand.

Recent developments

Economic growth was estimated at 2.7
percent in 2022, as the recovery in the
services sector was partly undermined by
macroeconomic instability. The sector
benefited from increased international
and domestic tourism. Transport and lo-
gistics services benefited from the open-
ing of the Lao-China railway and the
Thanaleng dry port in December 2021. On
the expenditure side, foreign direct in-
vestment and public investment declined
substantially in 2022.

The kip/US dollar exchange rate has sta-
bilized since mid-October 2022 due to
recent measures, such as widening ex-
change rate bands, kip savings bond is-
suances, and the closure of all foreign ex-
change bureaus — supported by the recent
weakening of the US dollar. However, the
impact of these measures might be tem-
porary and may lead to the emergence of
a black market if the demand for foreign
currencies is not fully met. Meanwhile,
the kip still depreciated against the USD
and Thai baht by 47 percent and 43 percent
in the year to February 2023, respectively.
This reflects considerable external liquidi-
ty constraints despite substantial external
debt repayment deferrals.

Inflation reached 41.3 percent in February
2023 - owing to a weaker kip and high
global commodity prices, particularly fuel.
Food and transport price increases were
the key drivers. These have passed
through to core inflation, which reached
33.6 percent (year-on-year).

FIGURE 1 Lao PDR / Real GDP growth and contributions to
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Fiscal performance improved in 2022 due
to higher domestic revenue and contained
public spending. Domestic revenues rose
to 13.3 percent of GDP in 2022 from 13
percent in 2021 mostly driven by high-
er excise and income taxes. However, val-
ue-added tax (VAT) collection declined,
which mainly resulted from the VAT rate
reduction from 10 to 7 percent in January
2022 (and despite price increases), while
non-tax revenues also declined. Financing
needs remain high. Preliminary data in-
dicates that the current account balance
worsened in the first three quarters of
2022 due to higher import growth, which
partly offset strong merchandise exports
and interest payment deferrals. Foreign
reserves declined to about $1 billion in
September 2022.

Employment slightly picked up in the
second half of 2022, with more workers
shifting to services. While household in-
come had gradually recovered from the
pandemic’s impact, more than one-third
of households still experienced income
losses from the pandemic in December
2022. Coupled with the rising cost of
living, most households had to reduce
food consumption (66 percent), switch to
cheaper food (77 percent), and cut spend-
ing on health or education (70 percent).
Contractions in food and human capital
expenditures were particularly high

among low-income families. Progress in
poverty reduction remained slow, with
the poverty rate (measured at the lower-
middle-income poverty line of $3.65 a day
2017 PPP) estimated to stagnate at around
31.7 percent in 2022.

Outlook

GDP growth for 2023 is projected to accel-
erate to 3.9 percent, led by a continued re-
covery in the services and agriculture sec-
tors. Inflation is expected to remain in the
double digits, though lower than in 2022.
Outlook is also predicated on the assump-
tion of continued deferral of some of Lao
PDR’s external debt service obligations
during the forecast period.

The primary fiscal surplus is expected to
improve, owing to higher revenue and
contained spending. However, the overall
fiscal deficit is expected to worsen due to
higher interest payments. The current ac-
count deficit is expected to slightly im-
prove as merchandise exports, tourism,
and remittances are likely to increase, al-
though higher import demand and exter-
nal debt service payments will partly offset
these improvements.

The outlook is subject to upside and
downside risks. Upside risks include a

faster-than-expected recovery in China,
which could boost external demand though
it could place upward pressures on some
prices. Downside risks include lower-than-
expected growth in regional economies that
could lower external demand. Depreciation
pressures may reemerge later in the year
given high debt service obligations and
low foreign reserves, which could exacer-
bate macroeconomic instability. Fiscal
space will remain limited to support the
recovery, particularly in the absence of im-
proved revenue collection.

Household incomes are expected to grad-
ually improve, as economic activity con-
tinues to pick up in the services sector.
However, inflation has eroded purchasing
power, depleting household savings and
reducing human capital spending, plac-
ing many households at risk of falling in-
to poverty. The slow progress in pover-
ty reduction will likely continue. Poverty
is expected to decline marginally to 31.4
percent in 2023.

Addressing macroeconomic instability re-
quires five critical reforms: (i) curbing
tax exemptions to raise revenue and pro-
tect social spending; (ii) improving the
governance of public and public-private
investments; (iii) finalizing ongoing debt
negotiations; (iv) strengthening financial
sector stability; and (v) improving the
business environment.

TABLE 2 Lao PDR / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f

Real GDP growth, at constant market prices 0.5 2.5 2.7 3.9 4.2 4.4
Real GDP growth, at constant factor prices 0.5 2.5 2.7 3.9 4.2 4.4
Agriculture 3.2 2.3 1.6 2.4 2.8 3.2
Industry 4.0 7.6 3.3 3.9 3.5 3.8
Services -3.5 -2.2 2.5 4.5 5.5 5.6
Inflation (Consumer Price Index) 5.1 3.8 22.7 16.8 5.1 3.5
Current Account Balance (% of GDP) -5.9 -2.9 -3.2 -3.0 -3.1 -3.2
Fiscal Balance (% of GDP) -5.2 -1.3 -1.1 -2.0 -2.2 -2.4
Revenues (% of GDP) 12.7 14.9 15.0 15.1 15.2 15.5
Debt (% of GDP) 62.3 77.9 102.8 100.9 98.7 91.5
Primary Balance (% of GDP) -3.7 0.0 0.6 0.9 0.8 0.6
International poverty rate ($2.15 in 2017 PPP)*" 7.0 6.9 6.8 6.7 6.5 6.3
Lower middle-income poverty rate ($3.65 in 2017 PPP)*? 32.0 31.9 31.7 31.3 30.9 30.5
Upper middle-income poverty rate ($6.85 in 2017 PPP)*" 70.0 69.9 69.7 69.3 68.8 68.3
GHG emissions growth (mtCO2e) -3.4 -3.4 -5.1 -5.3 -5.3 -4.8
Energy related GHG emissions (% of total) 42.5 39.2 34.7 29.9 24.7 19.5

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

Notes: e = estimate, f = forecast.

a/ Calculations based on EAPPOV harmonization, using 2012-LECS and 2018-LECS. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection using annualized elasticity (2012-2018) with pass-through = 0.7 based on GDP per capita in constant LCU.



MALAYSIA

Table 1 2022
Population, million 32.7
GDP, current US$ billion 406.3
GDP per capita, current US$ 12443.5
International poverty rate ($2.15)2 0.0
Lower middle-income poverty rate ($3.65)? 0.2
Upper middle-income poverty rate ($6.85)° 3.4
Gini index? 41.2
School enrollment, primary (% gross)® 103.9
Life expectancy at birth, years® 75.9
Total GHG emissions (mtCO2e) 424.9

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2018), 2017 PPPs.
b/ Most recent WDI value (2020).

Growth is expected to slow to 4.3 percent
in 2023 amid a substantial slowdown in
external demand. Deeper slowdown in
major economies, uncertainty surround-
ing inflation, and relatively high debt lev-
els pose downside risks to growth. Nar-
row fiscal space remains a key challenge
for the economy in the near term. As re-
covery among vulnerable households may
be slower, this reinforces the need to
strengthen social safety nets.

Key conditions and
challenges

Economic recovery was in full momentum
in 2022, with the economy expanding by
8.7 percent (2021: 3.1 percent). Aside from
the reopening of the economy, Malaysia’s
strong performance in 2022 was in part
due to several support measures, includ-
ing the withdrawals from the Employees
Provident Fund (EPF), which contributed
to higher private consumption in Malaysia
than in other countries at the expense of
long-term pension savings.

However, several key challenges remain.
This includes the further narrowing of the
fiscal space, as rigid expenditures in
salaries, pensions, and interest payments
continue to increase. Concurrently, rev-
enue remains on a declining trend. The
government re-tabled a revised budget in
February 2023 after a new administration
took office following the general elections.
In the budget speech, the new government
has indicated that it expects the fiscal
deficit to decline to 5.0 percent of GDP
from 5.6 percent in 2022. The government
also indicated that it plans to table the Fis-
cal Responsibility Act this year.

While overall inflationary pressures re-
mained contained at 3.3 percent in 2022
(2021: 2.5 percent), higher food and en-
ergy prices have contributed to the ris-
ing concern over higher cost of living
and food insecurity, particularly in vul-
nerable households. FAO estimates
showed that the incidence of severe

food insecurity has been increasing in
Malaysia since 2016. Between 2019 -
2021, the prevalence of moderate or se-
vere food insecurity was 15.4 percent,
equivalent to 5 million people. Findings
from the 3rd round of the World Bank’s
High-Frequency Phone Survey indicated
that the trend of food security among
the poor reversed and worsened in May
2022. Despite various price controls and
subsidies provided, one in five of the
poorest households (earning RM 2,000
and below, monthly) reported running
out of food in the past 30 days.

Recent developments

Domestic demand remained the key dri-
ver of growth, underpinned by the ongo-
ing recovery in labor market conditions
and continued policy support. In Q4 2022,
private consumption expanded by 7.4
percent (Q3 2022: 15.1 percent), while
gross fixed capital formation (GFCF)
grew at 8.8 percent (Q3 2022: 13.1 per-
cent), supported by capital spending in
both the private and public sectors. On
the supply side, all economic sectors grew
in Q4 2022, led by the construction and
services sectors which expanded by 10.1
percent and 8.9 percent respectively (Q3
2022: 15.3 percent; 16.7 percent).

However, there are initial signs of moder-
ation in external demand, with growth in
exports moderating to 11.8 percent in Q4
2022 (Q3 2022: 38.3 percent). Gross import
growth also decelerated to 18.7 percent
(Q3 2022: 46.5 percent), partly reflecting
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a slower pace of inventory build-up. The
expansion in the manufacturing sector al-
so moderated in Q4 2022 by 3.9 percent
(Q3 2022: 13.2 percent) following slower
global semiconductor sales.

After rising steadily in the Q2 and Q3 of
2022 on higher food and utility prices, con-
sumer price inflation in Malaysia moder-
ated to 3.7 percent in January 2023 while
core inflation was estimated at 3.9 percent.
On the labor market front, conditions con-
tinued to improve in Q4 2022 with the un-
employment rate declining further to 3.6
percent. Private sector wages moderated in
Q4 2022, growing by 5.6 percent.

After four successive rate increases (100
bps) in 2022, the central bank kept the
overnight policy rate (OPR) unchanged
at 2.75 percent in January 2023. The cen-
tral bank stated that the decision would
allow it to assess the cumulative impact
of previous OPR adjustments, consider-
ing the lag effects of monetary policy on
the economy. Following improvements
in global investor sentiment, domestic

financial conditions continued to ease,
partly contributing to the increase in the
real effective exchange rate (REER).

Outlook

The economy is projected to grow at a
more moderate pace of 4.3 percent in
2023 supported by domestic demand
amid an expected slowdown in external
demand. Private consumption growth is
forecast to remain robust, albeit at a slow-
er rate at 6.3 percent in 2023 (2022: 11.3
percent). This is supported by improve-
ments in labor market conditions, as well
as ongoing income support measures
from the government. Investment is pro-
jected to increase by 4.4 percent in 2023
(2022: 6.8 percent), reflecting the continued
flows of capital investments in the private
and public sectors. Meanwhile, inflation is
projected to moderate to between 2.5 and
3.0 percent in 2023 (2022: 3.3 percent) as

global supply constraints ease, and com-
modity prices stabilize.

As a highly open economy, Malaysia will
continue to face substantial risks emanat-
ing from the external environment. This
includes tighter global financial condi-
tions, deeper slowdown in major
economies, and a prolonged Russia's in-
vasion of Ukraine, which could cause a
sharper-than-expected slowdown in glob-
al growth. On the domestic front, the main
sources of downside risk relate to the un-
certainty surrounding inflation and rela-
tively high debt levels, which could weigh
more heavily on domestic demand.

Going forward, poor and vulnerable
households who are most affected by the
pandemic may take longer to recover, re-
inforcing the need for effective and target-
ed social protection programs. The govern-
ment’s plan to update its poverty line in-
come and multidimensional poverty index
is therefore both timely and important to
ensure the measures are commensurate
with Malaysia’s current living standards.

TABLE 2 Malaysia / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f

Real GDP growth, at constant market prices -5.5 3.1 8.7 4.3 4.2 4.2
Private Consumption -4.2 1.9 11.3 6.3 6.0 5.9
Government Consumption 5.0 5.3 3.9 0.8 0.8 0.5
Gross Fixed Capital Investment -14.4 -0.9 6.8 4.4 3.1 2.6
Exports, Goods and Services -8.6 15.4 12.8 3.2 3.3 3.4
Imports, Goods and Services -7.9 17.7 14.2 3.5 3.8 3.8
Real GDP growth, at constant factor prices -5.5 3.1 8.7 4.4 4.2 4.2
Agriculture -2.4 -0.2 0.1 1.6 1.9 2.0
Industry -6.1 5.6 6.6 4.2 3.6 3.6
Services -5.6 1.9 11.3 4.9 5.0 4.8
Inflation (Consumer Price Index) -1.1 2.5 3.3 2.9 2.5 2.5
Current Account Balance (% of GDP) 4.2 3.8 2.6 2.6 2.5 2.5
Net Foreign Direct Investment Inflow (% of GDP) 0.2 1.8 0.9 1.7 1.6 1.5
Fiscal Balance (% of GDP) -6.2 -6.4 -5.6 -5.0 -4.1 -3.4
Revenues (% of GDP) 15.9 15.1 16.5 15.2 15.0 14.6
Debt (% of GDP) 62.0 63.4 60.4 62.0 63.2 63.8
Primary Balance (% of GDP) -3.7 -3.9 -3.3 -2.6 -1.6 -0.9
International poverty rate ($2.15 in 2017 PPP)a'b 0.0 0.0 0.0 0.0 0.0 0.0
Lower middle-income poverty rate ($3.65 in 2017 PPP)*" 0.2 0.2 0.1 0.1 0.1 0.1
Upper middle-income poverty rate ($6.85 in 2017 PPP)*" 3.3 3.3 2.5 2.5 2.3 2.1
GHG emissions growth (mtCO2e) -1.8 3.7 5.4 4.8 3.0 2.8
Energy related GHG emissions (% of total) 59.7 60.9 62.4 63.7 64.4 65.0

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

Notes: e = estimate, f = forecast.

a/ Calculations based on EAPPOV harmonization, using 2014-HIS and 2019-HIESBA. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection using annualized elasticity (2013-2018) with pass-through = 0.7 based on private consumption per capita in constant LCU.



MONGOLIA

Table 1 2022
Population, million 34
GDP, current US$ billion 16.8
GDP per capita, current US$ 4942.3
Lower middle-income poverty rate ($3.65)? 6.9
Upper middle-income poverty rate ($6.85)° 38.3
Gini index? 327
School enrollment, primary (% gross)® 102.4
Life expectancy at birth, years® 72.1
Total GHG emissions (mtCO2e) 60.1

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2018), 2017 PPPs.

b/ WDI for School enroliment (2021); Life expectancy
(2020).

Mongolia’s real GDP growth is project-
ed to recover to 5.2 percent in 2023, fu-
eled by a rapid rebound in mining pro-
duction and robust growth in services.
Despite the recovery, poverty is project-
ed to only reach pre-pandemic levels by
end-2023 (6.3 percent rate under the
lower middle-income class poverty line).
Significant risks and challenges lie ahead
including high inflation rates (limiting
progress in poverty reduction), persistent
high debt, increasing fiscal risks, and
large external sector imbalances.

Key conditions and
challenges

Mongolia’s recovery from the pandemic
has been relatively slow, dragged down by
border frictions with China and the war in
Ukraine, with output only recently recov-
ering to its pre-pandemic level and pover-
ty projected to only reach pre-pandemic
levels by end-2023 (under the lower mid-
dle-income class poverty line).

While the recent refinancing of some ex-
ternal bonds eased the immediate external
and fiscal financing pressures, the continu-
ation of a major income support program
with limited targeting (Child Money Pro-
gram, CMP) and substantial increases in
capital expenditure continue to jeopardize
fiscal and debt sustainability. In addition,
sizable infrastructure investments expect-
ed under the New Revival Policy through
public-private partnerships represent sig-
nificant fiscal risks.

Despite the recent rapid recovery of ex-
ports, balance of payment pressures re-
main significant with low levels of foreign
reserves (only 3.1 months of imports cov-
erage as of end-Feb 2023). Large (and still
partially confidential) offtake coal export
agreements add uncertainty and will likely
weigh on the repatriation of export rev-
enues. While the start of the Oyu Tolgoi
(OT) underground mining production
(scheduled by 2023Q1) will support ex-
ports of copper and gold, this will likely
only partially compensate for expected in-
creases in imports, notably those related to

large public investments planned both on-
and off-budget.

International factors will shape the speed
of recovery, including the uncertainty
about the pace of recovery in China, the
evolution of commodity prices, and the
tightening of international financial condi-
tions. Reforms to improve fiscal discipline
and governance, and promote economic
diversification remain imperative to build
a sustainable economy resilient to domes-
tic, external, and climate shocks, and miti-
gate sharp and frequent boom-bust cycles.

Recent developments

The Mongolian economy grew by 4.7 per-
cent in 2022 driven by increases in exports
(in particular, coal following the easing of
border frictions with China) and robust
consumption. The latter resulted from an
improvement in labor market conditions
(with the unemployment rate dropping to
5.3 percent by 2022Q4, but with the labor
force participation rate still below pre-pan-
demic levels), sustained social assistance,
discretionary raise in pensions, consumers
drawing on savings built during the pan-
demic, and an increase in public consump-
tion. From the production side, the in-
creased number of livestock and meat pro-
duction and to a lesser extent a rebound
in trade and services, explain this robust
growth performance. By contrast, mining
sector output contracted, mainly because
lower copper concentration levels of the
ore mined at OT last year led to lower cop-
per mining value added compared to 2021.
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For the first time since the start of the pan-
demic, the fiscal balance turned positive
(0.8 percent of GDP in 2022) mainly due
to solid revenue collection associated with
improved international trade (high com-
modity prices and a rebound in coal ex-
ports) and the domestic recovery. Howev-
er, government expenditures remained
large, with persistently high capital invest-
ments, pensions, and social assistance (in-
cluding the CMP, which recently experi-
enced only limited targeting of beneficia-
ries effective from January 2023), despite
some recurrent spending cuts following
the 2022 Austerity Law. Although debt lev-
els remain significant, the recorded fiscal
surplus, some debt repayments (notably
the full payment of the Chinggis bond),
and robust growth resulted in a reduction
in the debt-to-GDP ratio (63.8 percent of
GDP by end-2022).

Rising food and energy prices, supply bot-
tlenecks amid border closures, and a large
exchange rate depreciation resulted in a
15.2 percent inflation rate in 2022. Higher
import prices also put pressure on produc-
tion costs and, together with some de-
mand-driven inflationary pressures (partly
due to accommodative fiscal policy and
quasi-fiscal activities) progressively start-
ed to raise prices of domestically produced
goods and services. To respond to these

price pressures and also the widening ex-
ternal imbalances, monetary policy tight-
ened with the BOM’s policy rate increasing
from 6 percent in 2021 to 13 percent in De-
cember 2022. Inflation rates are currently
on a downward trend, but food inflation
remains high (16.2 percent y-o-y in Febru-
ary 2023), limiting progress in poverty re-
duction and welfare outcomes.

Outlook

Economic growth is expected to accelerate
to 5.2 percent in 2023 driven by a rapid
recovery in mining production resulting
from the removal of border frictions, some
decline in coal inventories, and the com-
mencement of the OT underground min-
ing stage. Services (in particular tourism)
would continue recovering from restric-
tions associated with the pandemic, while
growth is expected to be weighed down by
sluggish agricultural production due to the
recent harsh winter.

With the accelerated growth, poverty
is projected to reach pre-pandemic lev-
els of 6.3 percent by the end of 2023
under the lower middle-income class
poverty line ($3.65, 2017PPP). From the
demand side, higher exports, sustained

household consumption, and large pub-
lic investment (through the budget and
quasi-fiscal activities) are expected to
support growth, while private invest-
ment would have a negative contribu-
tion with credit conditions tightening
and the cost of production increasing.
With the rapid recovery in domestic de-
mand, inflation is likely to remain ele-
vated throughout 2023 and could threat-
en expected progress in poverty reduc-
tion, despite some easing in external
and supply-related pressures.

The medium-term outlook remains favor-
able with a substantial increase in mining
output from the underground mining
phase of OT (particularly in 2025 when
production is expected to more than dou-
ble compared to current levels). However,
the outlook is subject to downside risks, in-
cluding further deterioration of the exter-
nal and fiscal balances and additional in-
flationary pressures resulting from a pro-
longed war in Ukraine, a larger-than-ex-
pected tightening of monetary policy in
advanced economies, risks related to the
current sizable contingent liabilities (in-
cluding from the large Development Bank
of Mongolia’s bonds payments), and un-
certainties related to existing large (and
confidential) offtake coal export agree-
ments and China’s economic recovery.

TABLE 2 Mongolia / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f

Real GDP growth, at constant market prices -4.4 1.6 4.7 5.2 6.3 6.8
Private Consumption 2.1 -5.9 7.4 7.0 6.6 6.1
Government Consumption 14.6 9.2 5.4 11.5 14.7 8.1
Gross Fixed Capital Investment -21.1 17.7 0.3 18.0 7.0 0.0
Exports, Goods and Services -5.3 -14.6 31.3 14.1 15.2 15.6
Imports, Goods and Services -15.5 13.6 30.5 5.0 11.5 10.7
Real GDP growth, at constant factor prices -3.9 0.4 3.9 5.2 6.3 6.8
Agriculture 5.8 -5.5 12.0 0.9 5.5 5.5
Industry -4.4 -2.2 -2.8 7.7 9.0 10.6
Services -6.5 3.9 5.5 5.2 5.1 5.1
Inflation (Consumer Price Index) 3.7 7.1 15.2 9.5 6.8 6.0
Current Account Balance (% of GDP) -5.0 -13.4 -15.8 -14.4 -9.8 -5.6
Net Foreign Direct Investment Inflow (% of GDP) 12.6 13.1 9.7 11.7 9.7 8.1
Fiscal Balance (% of GDP) -9.1 -3.0 0.8 -1.2 -0.5 0.3
Revenues (% of GDP) 27.6 32.0 34.8 33.7 33.8 34.8
Debt (% of GDP)? 79.0 64.5 63.8 60.8 58.5 56.0
Primary Balance (% of GDP) -6.7 -1.1 2.3 0.6 0.9 1.6
International poverty rate ($2.15 in 2017 PPP)>° 0.8 0.8 0.8 0.8 0.8 0.8
Lower middle-income poverty rate ($3.65 in 2017 PPP)"¢ 7.5 7.5 6.9 6.3 5.6 4.8
Upper middle-income poverty rate ($6.85 in 2017 PPP)"'c 37.7 37.7 36.6 35.2 33.5 31.6
GHG emissions growth (mtCO2e) -0.3 -1.1 3.1 2.1 3.9 4.2
Energy related GHG emissions (% of total) 36.6 37.7 37.2 37.6 38.3 39.1

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

Notes: e = estimate, f = forecast.

a/ Debt excludes contingent liabilities and the BOM's liability under the PBOC swap line (11% of GDP) by 2022.
b/ Calculations based on EAPPOV harmonization, using 2016-HSES and 2018-HSES. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.

¢/ Projection using annualized elasticity (2016-2018) with pass-through = 1 based on GDP per capita in constant LCU.
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MYANMAR

Table 1 2022
Population, million 54.2
GDP, current US$ billion 59.4
GDP per capita, current US$ 1095.7
Lower middle-income poverty rate ($3.65)% 19.6
Upper middle-income poverty rate ($6.85)? 68.2
School enrollment, primary (% gross)b 112.3
Life expectancy at birth, yearsb 66.8
Total GHG emissions (mtCO2e) 248.2

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

b/ WDI for School enroliment (2018); Life expectancy
(2020).

Macroeconomic conditions in Myanmar
remain constrained by weak demand,
macroeconomic and regulatory uncer-
tainty, ongoing electricity outages, and
persistent conflict. Real GDP is project-
ed to expand by 3 percent in the year to
September 2023, leaving output well be-
low 2019 levels. Household coping
mechanisms remain under severe pres-
sure due to weaker nominal incomes and
higher food and fuel prices.

Key conditions and
challenges

Over the past year, there has been a shift
away from the previously managed float
exchange rate regime and toward reliance
on administrative controls, including for-
eign exchange surrender rules. As of end-
February 2023, the spread between the
parallel market exchange rate and the of-
ficial fixed rate was about 37 percent.
Trade policy has become more restrictive
with the imposition of onerous import and
export license requirements on a range of
traded items. Taken together, these mea-
sures have inhibited access to foreign ex-
change and increased the difficulty of im-
porting many goods, while reducing the
price competitiveness of Myanmar’s ex-
ports. Moreover, recent policy changes
have lacked transparency and their imple-
mentation appears to have been subject to
discretion, increasing business uncertainty
and raising compliance costs.

Although some indicators show a decline
in conflict over the six months to December
2022, the overall level of conflict remains
high. Recent UN estimates indicate that
the number of internally displaced people
increased by about a quarter to 1.5 million
(just under 3 percent of the population)
over the same period. In addition to its im-
pacts on lives and livelihoods, conflict also
continues to disrupt economic activity and
trade. The volatile security situation, com-
bined with a proliferation of roadblocks
and checkpoints, has made it harder and

more costly to transport goods within the
country and across land borders.

Power outages have worsened in recent
months, raising operating costs for busi-
nesses, particularly in rural and conflict-af-
fected areas but also in Yangon. Electrici-
ty supply has been constrained by lower
water levels at hydropower plants, poor
maintenance of infrastructure, and a lack
of human resources, while some gas-fired
power plants have suspended their oper-
ations. Some regions also continue to face
significant fuel scarcity.

Household welfare has been adversely af-
fected by the cumulative impact of lower
nominal incomes, high inflation, and con-
flict. In an International Food Policy Re-
search Institute (IFPRI) survey conducted
in July and August 2022, 46 percent of
households reported a decline in incomes
from the previous year, 52 percent of
households reported reducing food expen-
ditures, and 50 percent of all farming
households reported cutting spending on
agricultural inputs. There is considerable
uncertainty around the pace of poverty
changes in the country due to the existing
socio-economic conditions.

Recent developments

Recent economic indicators have been
mixed. Some firms have demonstrated re-
silience despite being constrained by low
demand, higher prices, electricity outages,
and trade and foreign exchange restric-
tions, while others have been more ad-
versely affected. While an improvement
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from 2021, firms surveyed by the World
Bank reported operating at only two-
thirds of their capacity on average in late
2022. Mobility had picked up to pre-covid
levels by that point, but survey data on re-
tail sales remained very weak, and inter-
national tourism has been negligible. Af-
ter several months of contraction, the man-
ufacturing Purchasing Managers’ Index
(PMI) indicated that output and new or-
ders had stabilized in early 2023. But two
garment factories recently announced that
they would discontinue operations, and
foreign investors across a range of man-
ufacturing and other sectors have an-
nounced exit plans. Despite still elevated
input prices and evidence of reduced rice
production, surveyed agricultural firms re-
ported operating at higher levels and with
fewer constraints at the end of 2022.

Merchandise exports dipped lower in the
December quarter and remain below pre-
COVID levels, in sharp contrast to the rest
of East Asia. While the market exchange
rate has stabilized since October 2022, over
the past year (to February 2023) the kyat
has depreciated by around 31 percent
against the US dollar. Official CPI data
shows that inflation increased to 19.5 per-
cent in July 2022, reflecting kyat deprecia-
tion and rising fuel and food prices, but in-
flationary pressures appear to have eased
in the period since. Nevertheless, higher
input prices and material shortages contin-
ue to constrain production across the econ-
omy while higher consumer prices (rice,

cooking oil, fuel prices) have put pressure
on already-stretched household budgets.
The fiscal deficit has remained elevated
since 2020 and is expected to be around
7 percent of GDP in the year to March
2023. In this twelve-month period, the
central bank is expected to have mone-
tized around two-thirds of public financ-
ing needs, contributing to inflationary
and exchange rate pressures. Within a de-
clining overall budget, allocations to so-
cial spending have been reduced. Health
and education spending together fell to
just 8.5 percent of total spending in the
six months to March 2022, down from
12.6 percent in 2020. Public debt is es-
timated to have risen above 60 percent
of GDP, reflecting a combination of weak
growth, large budget deficits, and ex-
change rate valuation effects.

Outlook

GDP is projected to increase by 3 percent
in the year ending September 2023, with
growth relatively balanced across the pro-
ductive sectors. The forecast implies that
GDP would still be around 10 percent
lower than in 2019, in sharp contrast to
the rest of the East Asia region where
output has already recovered to above
pre-pandemic levels. Inflation is expected
to ease, assuming that the exchange rate
remains relatively stable and that global

commodity prices continue to moderate.
Given continued pressure on real house-
hold incomes and employment, rates of
poverty and food insecurity are likely to
remain relatively high.

The outlook is subject to significant
risks. Policy missteps, heightened con-
flict, and a worsening of electricity out-
ages all have the potential to further
disrupt economic activity. External de-
mand could be weaker than expected
in the baseline, including because of
worsening geopolitical tensions, which
could also result in higher commodity
prices. On the upside, a stronger-than-
expected recovery in China after the re-
cent roll-back of covid-related restric-
tions may provide an added boost to bi-
lateral trade and investment flows.
Over the longer term, Myanmar’s poten-
tial for inclusive growth has been se-
verely diminished. Lost months of educa-
tion, increased unemployment, and sig-
nificant emigration and internal displace-
ment are expected to reduce already low
levels of human capital and harm pro-
ductive capacity over the longer term. In-
dicators of investment in physical capital
remain very weak: in 2022, capital im-
ports and FDI commitments were 42 and
59 percent below 2019 levels respectively.
And the business environment is unlike-
ly to improve materially while electricity
shortages, logistics disruptions, trade and
foreign exchange restrictions, and regula-
tory uncertainty persist.

TABLE 2 Myanmar / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2018 2019 2020 2021e 2022e 2023f

Real GDP growth, at constant factor prices 6.4 6.8 3.2 -18.0 3.0 3.0
Agriculture 0.1 1.6 1.7 -12.5 -3.0 3.0
Industry 8.3 8.4 3.8 -20.6 8.6 3.7
Services 8.7 8.3 3.4 -18.7 1.7 2.4
Inflation (Consumer Price Index) 5.9 8.5 5.8 3.6 16.5 7.0
Current Account Balance (% of GDP) -4.7 -0.2 -2.0 -1.4 -3.3 -4.7
Fiscal Balance (% of GDP)® -2.9 -3.2 -7.0 -9.2 -4.7 -6.5
Public Sector Debt (% of GDP)? 38.4 38.7 42.2 60.0 61.5 62.2
GHG emissions growth (mtCO2e) 2.3 1.2 1.9 -2.7 2.9 4.2
Energy related GHG emissions (% of total) 14.8 16.2 17.3 15.2 16.6 18.8

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

Notes: e = estimate, f = forecast.

a/ Fiscal balances are reported in fiscal years (October 1st -September 30th).



NORTH PACIFIC
ISLANDS

Table 1 2022
Population, million
Federated States of Micronesia 0.12
Republic of the Marshall Islands 0.06
Palau 0.02
GDP, US$, billion
Federated States of Micronesia 0.41
Republic of the Marshall Islands 0.22
Palau 0.21
GDP per capita, current US$
Federated States of Micronesia 4072
Republic of the Marshall Islands 6651
Palau 10500

Sources: WDI, World Bank staff estimates.
|

COVID-19 led to recessions in the Feder-
ated States of Micronesia (FSM), Repub-
lic of the Marshall Islands (RMI), and
Palau. Economic activity remained sub-
dued in FY22, and to gain momentum
from FY23 onwards as international trav-
el returns. Short-term fiscal surpluses are
projected for FSM and RMI, and smaller
deficits for Palau. While the agreement
was reached with the US on the renewal
of Compact-related fiscal transfers, struc-
tural reforms are needed to enhance fiscal
sustainability and support growth.

Key conditions and
challenges

COVID-19 outbreaks in FSM and RMI in
the second half of 2022 delayed border re-
opening plans. The outbreaks were swiftly
contained, allowing borders to fully re-
open. However, tourism is yet to recover,
with the visitor arrivals in Palau in 2022 at
only 10 percent of pre-COVID levels. In the
short term, the key challenges facing the
North Pacific include: (1) elevated global
food and energy prices; (2) slow recovery
of tourist arrivals (particularly in Palau);
and (3) fiscal risks.

Although the North Pacific countries have
come to an agreement with the US on anew
fiscal chapter of the Compact, there remains
several challenges that can hinder long-
term fiscal sustainability. First, details of the
new fiscal chapters are not yet public, soitis
unclear if the shortcomings of the previous
agreement have been addressed. Second,
the fiscal chapter is not in perpetuity and
will expire again, subject to negotiations.
Third, the new agreement can lower the in-
centive to enact meaningful fiscal reforms,
especially in FSM and RMI where the re-
form agenda has been slow.

Despite the renewal of the fiscal chapter
of the Compact, reform-based fiscal adjust-
ments, such as domestic revenue mobiliza-
tion and expenditure rationalization, are
likely to remain important. Natural disas-
ters and climate change also pose a threat
to livelihoods. Finally, governments need
to implement structural reforms to ensure

a sustainable economic recovery that sup-
ports the livelihood of the bottom 40 per-
cent of households. However, the lack of
recent household data makes it challeng-
ing to monitor development progress and
the impacts of shocks and limits the poten-
tial for evidence-based policy.

Recent developments

Strict border closures and related trade dis-
ruptions in the past three years curtailed
construction activity, transport, and do-
mestic consumption in the North Pacific. In
FSM, the pandemic led to three years of re-
cession in FY22, with a cumulative output
contraction of 5.7 percent in FY20-FY22. In
RMI, after a contraction in FY20, fish ex-
ports supported an economic expansion of
1.1 percentin FY21. Inflation rose rapidly in
FY22, reaching 5.3 percent in RMI and 5.8
percentin FSM. Large parts of FSM and RMI
fiscal revenues have been protected from
the downturn in domestic activity, particu-
larly donor grants and fishing revenues.
Pending the release of FY22 fiscal data, FSM
and RMI registered fiscal surpluses of 1.5
percent and 0.7 percent of GDP in FY21, re-
spectively. Consequently, government debt
declined to 22 percent of GDP in RMI and to
15 percentin FSM.

In Palau, the pandemic has severely im-
pacted the economy with a third year of
consecutive recession in FY22. The tourism
industry and its related business activities
(around 40 percent of GDP) have been cur-
tailed and trade flows are severely disrupt-
ed. GDP is estimated to have contracted

FIGURE 1 North Pacific Islands / Real GDP, relative to
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further by 2.8 percent in FY22, with
tourism arrivals remaining subdued due to
a lack of direct flights from major destina-
tions. Inflation surged in FY22 to over 12
percent due to higher food and fuel im-
port prices which form a large share of
household spending. The fiscal deficit re-
mained sizeable at over 9 percent of GDP
in FY22 due to a decline in non-grant rev-
enue as economic activity slowed. This
deficit has been financed by concessional
external borrowing, which is estimated to
have raised general government debt to
around 90 percent of GDP from around
39 percent in FY19.

Poverty in the Palau and FSM is expected
to have risen relative to pre-crisis levels.
The sharp economic contraction in FY20
and FY21 led to formal-sector job losses
and lower demand for goods in the infor-
mal economy. For Palau, the disruption in
tourism activities likely led to increased
vulnerability for households employed in
the sector. For FSM, many households re-
ly on annual remittance inflows that are
estimated to have dropped in FY21 and
are expected to remain depressed in
FY22. However, in RMI, poverty is pro-
jected to have fallen from 2020, given that
a decline in GDP in 2020 may not have
been as strong as a decline in population.
In FSM, poverty reduction is likely to be
slower, given that a return to economic
growth is not projected until FY23.

Outlook

The projected global high inflation and
modest growth in 2023 are expected to
lower economic growth prospects in the
North Pacific. With all major economies of
the world - the US, Euro area, and China
- expected to slow down, the softening of
aggregate demand in major trading part-
ners does not bode well for the North Pa-
cific Countries, especially for tourism-de-
pendent Palau. Given t FSM and RMI's re-
liance on fish exports, economic prospects
will depend on the terms of trade. In FY23,
FSM'’s economy is projected to expand by
2.9 percent, and RMI’s economy is expect-
ed to grow by 1.9 percent. While GDP in
RMI is expected to have recovered to its
pre-pandemic level in FY22, it is not ex-
pected to do so in FSM until FY24. In line
with easing global food and energy price
prices, inflation in FY23 is expected to sub-
side to 3 and 3.7 percent in FSM and RMI,
respectively. In FY23, Palau is projected to
grow by 12.3 percent, on the back of robust
recovery of tourist arrivals to around 50
percent of the pre-crisis level. However,
GDP is projected to remain on a lower tra-
jectory until tourist arrivals reach the pre-
pandemic level in FY24. Inflation in Palau
will remain elevated in FY23 at 8 percent
due to higher food and fuel import prices.

Fiscal surpluses of 1.6 percent and 1.3 per-
cent of GDP are projected in FSM and RMI
for FY23, as fiscal stimulus is unwound
and grants from donors are sustained. An-
other large deficit of 4.1 percent is project-
ed in Palau in FY23, as non-grant revenues
remain below pre-crisis levels.

The outlook is subject to significant down-
side risks. First, international food and en-
ergy prices could rise further or stay ele-
vated for longer than expected due to the
ongoing or deepening Russian invasion of
Ukraine. If growth in advanced economies
is slower than anticipated, projected recov-
ery in tourism may fail to materialize and
weaken growth prospects in tourism-de-
pendent economies. Finally, the region’s
vulnerability to natural disasters and cli-
mate change remains an important under-
lying adverse risk.

In RM]I, the fiscal surplus is projected to
improve further to 2.2 percent of GDP by
end of FY24. Palau’s fiscal deficit is expect-
ed to gradually narrow, reaching about 1
percent of GDP in FY24 and FY25 due to
an increase in tourism receipts and full im-
plementation of the tax reform bill. Going
forward, although the finer details are cur-
rently unclear, a recently signed Memo-
randum of Understanding between the US
and FSM, RMI, and Palau about the fiscal
chapter of the Compact is potentially a
boost to the fiscal outlook in these coun-
tries beyond FY2024.

TABLE 2 North Pacific Islands / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2020e 2021e 2022f 2023f 2024f 2025f
Real GDP growth, at constant market prices
Federated States of Micronesia -1.8 -3.2 -0.6 2.9 2.8 1.3
Republic of the Marshall Islands -2.2 1.1 1.5 1.9 2.1 2.3
Palau -8.9 -13.4 -2.8 12.3 9.1 4.7
Upper middle-income poverty rate ($6.85 in 2017PPP)a"’
Republic of the Marshall Islands 31.3 28.3 26.9 25.7 24.1 23.0

Sources: ECONMAP, IMF, and Worldbank.
e = estimate; f = forecast.

Note: Values for each country correspond to their fiscal years ending September 30.
a/ Calculations based on EAPPOV harmonization, using 2019-HIES.

b/ Projection using neutral distribution (2019) with pass-through = 1 (High) based on GDP per capita in constant LCU.



PAPUA NEW
GUINEA

Table 1 2022
Population, million 10.1
GDP, current US$ billion 31.3
GDP per capita, current US$ 3088.7
National Poverty Rate® 39.9
Gini index? 41.9
School enrollment, primary (% gross)® 116.0
Life expectancy at birth, years® 65.8
Total GHG emissions (mtCO2e) 64.3

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2009/10). National values.

b/ WDI for School enroliment (2018); Life expectancy
(2020).

The economy accelerated and reached the
pre-COVID level in 2022, with support
from both extractive and non-extractive
sectors. High commodity prices con-
tributed to a higher current account sur-
plus and additional fiscal revenue, but al-
so to elevated inflation that hurt poor and
vulnerable households. The government
continued to reduce the fiscal deficit in
2022, but additional progress would be
more challenging as commodity prices are
expected to moderate.

Key conditions and
challenges

Whilst the economy has more than
tripled in size since independence in
1975, real GDP per capita has increased
by only 0.9 percent per year — a low
growth rate in comparison to other lower
middle-income resource exporters. Eco-
nomic growth has been and continues
to be subject to significant upward and
downward swings, reflecting an acute
vulnerability to international commodity
price changes, and these swings tend to
be magnified rather than dampened by
the economic policies. The inclusivity of
recent growth has been limited by the
relatively high capital intensity of the re-
source sector and the lower performance
of the non-resource sector. The COVID-19
crisis has come on top of structural eco-
nomic challenges.

Weak human development outcomes pre-
sent missed opportunities for faster and
more inclusive economic growth. PNG has
one of the highest rates of stunting in the
world. It has one of the highest rates of
young people — soon numbering approxi-
mately two million individuals — who are
not in training, not in education, and not
in employment. Weak governance severely
constrains the ability to effectively manage
this challenging context. Fragility-related
risks are exacerbated by the socio-econom-
ic impact of exogenous shocks.
Socio-economic development is lagging
for large sections of the population. The

last available nationally representative
household survey, from 2010, suggested
that about 39 percent of the population
was living below the US$2.15 per day
(2017 PPP terms) poverty line and 74.2 per-
cent of the population could be considered
to be multidimensionally poor. According
to phone surveys conducted by the World
Bank in December 2021 and June 2022,
less than five percent of households re-
ported growth in household incomes and
to make ends meet, most households had
to use coping strategies such as spending
from savings or receiving financial sup-
port from friends and family. More than a
quarter of households experienced either
moderate or severe food insecurity over
the past twelve months.

Recent developments

High commodity prices and the removal
of COVID-19 restrictions spurred econom-
ic recovery in 2022. Following a sharp con-
traction in 2020, the economy is estimated
to have inched up by 0.1 percent in 2021,
before accelerating to 4.5 percent in 2022.
The significant improvement in interna-
tional prices of key export commodities
fueled growth in the extractive sector, af-
ter two consecutive years of decline. Em-
ployment increased 3.2 percent year-on-
year in 2022Q2, the highest rate since
2019Q2, with the construction sector post-
ing the sharpest increase, underpinning
the recovery of demand.

The government continued with fiscal con-
solidation to safeguard macroeconomic

FIGURE 1 Papua New Guinea / Real GDP growth and
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stability. The fiscal deficit is estimated to
have narrowed to 5.4 percent of GDP in
2022 from 6.8 percent of GDP in 2021.
However, most of the improvement came
from the resource revenue that increased
four-fold in nominal terms. Meanwhile,
the non-resource primary balance, a better
measure of underlying fiscal position not
affected by the volatile resource revenue,
has widened continuing historical patterns
of pro-cyclical policies. According to the
latest World Bank-IMF DSA, the country
remains at high risk of debt distress. Con-
ditional on the implementation of the au-
thorities” plans for further fiscal consoli-
dation and conservative financing strate-
gies, PNG’s external and overall debt is
judged as sustainable.

Inflation remains elevated reaching 6.3
percent in 2022Q3 (core inflation was 5
percent). Since July 2022, the Bank of
PNG raised the policy rate by cumulative
50 basis points to 3.5 percent, recognizing
the need to contain inflationary pressures.
Driven by high commodity prices (es-
pecially oil and NLG), the external cur-
rent account surplus is estimated to have
reached a new record of over 30 percent
of GDP in 2022 and international reserves

covered about eleven months of imports
as of end 2022.

The impact of COVID-19 on the liveli-
hoods of the poor and vulnerable house-
holds was severe, according to five
rounds of a World Bank mobile phone
survey conducted between June 2020 and
June 2022. More than one-quarter of those
working in January 2020 were estimated
to have stopped working by December
2020, with no significant recovery across
2021. Analysis from the June 2022 survey
shows growth in agricultural jobs com-
pared to June 2021, but no recovery in
household incomes.

Outlook

Economic growth is projected to slow
down in 2023 due to lower global demand
and supply constraints due to planned
maintenance in extractive facilities and the
delayed reopening of the Porgera gold
mine. The non-extractive economy (70 per-
cent of GDP) is expected to post a robust
growth, especially in agriculture. The base-
line projection does not include potential

new resource mega-projects (Papua LNG,
P'nyang LNG, or Wafi-Golpu), so the
medium-term growth is expected to settle
at 3 percent. Meanwhile, the global econ-
omy remains fragile, and slower-than-ex-
pected economic growth could materialize
via lower demand for PNG’s exports and a
sharper reduction in commodity prices.
Further plans for fiscal consolidation
could become more challenging. No sub-
stantial resource revenue boost from com-
modity prices, compared to 2022, is ex-
pected in the coming years. Meanwhile,
containing expenditure growth becomes
more difficult, given the sizeable need for
human capital and infrastructure spend-
ing. Therefore, the government should
consider additional domestic revenue mo-
bilization, both from taxes and from high-
er collection of dividends from state enti-
ties in the resource sector.

High food and energy prices prevailing in
the international markets and inflationary
pressures in the major trading partners
imply that headline inflation will remain
elevated in 2023, although on a decelerat-
ing trend. Given the inflation, the real in-
comes of poor and near-poor households
are likely to stagnate.

TABLE 2 Papua New Guinea / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f

Real GDP growth, at constant market prices -3.2 0.1 4.5 3.7 4.4 3.1
Real GDP growth, at constant factor prices -2.9 0.1 4.5 3.7 4.4 3.1
Agriculture 4.7 4.5 4.9 4.2 4.3 3.6
Industry -7.5 -7.8 5.6 2.3 4.9 2.9
Services -1.3 5.5 3.5 4.6 4.0 3.1
Inflation (Consumer Price Index) 4.9 4.5 6.6 5.3 4.9 4.6
Current Account Balance (% of GDP) 19.4 21.9 33.2 22.7 22.9 21.9
Net Foreign Direct Investment Inflow (% of GDP) -3.5 -1.4 -1.2 -1.1 -1.2 -1.1
Fiscal Balance (% of GDP) -8.9 -6.8 -5.4 -4.3 -3.9 -2.3
Revenues (% of GDP) 14.7 15.0 15.8 17.1 16.6 17.0
Debt (% of GDP) 48.8 52.2 47.9 49.8 51.2 51.1
Primary Balance (% of GDP) -6.2 -4.3 -3.2 -1.9 -1.6 0.1
GHG emissions growth (mtCO2e) 0.4 0.5 0.5 0.5 0.5 0.6
Energy related GHG emissions (% of total) 11.9 11.8 11.7 11.5 11.3 11.1

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

Notes: e = estimate, f = forecast.



PHILIPPINES

Table 1 2022
Population, million 115.6
GDP, current US$ billion 404.1
GDP per capita, current US$ 3496.9
International poverty rate ($2.15)2 3.0
Lower middle-income poverty rate ($3.65)? 17.8
Upper middle-income poverty rate ($6.85)° 55.3
Gini index? 40.7
School enrollment, primary (% gross)® 92.4
Life expectancy at birth, years® 72.1
Total GHG emissions (mtCO2e) 273.7

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.

b/ WDI for School enroliment (2021); Life expectancy
(2020).

The recovery is well underway owing
to strong domestic pent-up demand fol-
lowing the reopening. However, fiscal
and monetary policy space has nar-
rowed in recent years amid the pan-
demic and as global conditions deterio-
rated. Medium-term growth averaging
5.8 percent per year will be supported
by private consumption, public invest-
ment, and investment policy reforms.
Poverty incidence will gradually decline
owing to the economic recovery and
gains in the labor market.

Key conditions and
challenges

The economic reopening fueled a sharp
growth recovery buoyed by strong domes-
tic demand, amid firming external head-
winds. As a result, GDP has surpassed its
pre-pandemic levels in 2022. The reopen-
ing boosted the services sector recovery
and drove robust private consumption
growth despite the high inflation.
However, a weak external environment
may continue to threaten the recovery.
Moreover, inflation remains persistently
high at 8.6 percent year-on-year in Febru-
ary 2023, prompting continued monetary
policy tightening to keep inflation expec-
tations anchored. Efficiently addressing lo-
cal food supply challenges is key to achiev-
ing stability in prices. With narrowing pol-
icy space, implementing the government’s
medium-term fiscal consolidation plan is
vital in attaining fiscal sustainability.
Longstanding structural challenges, such as
underinvestment in physical and human
capital and low productivity, may constrain
the sustainability of the recovery. Deficien-
cies in human capital were magnified dur-
ing the pandemic and led to learning losses
and high incidence of malnutrition. Accel-
erating investments in health and education
are important in overcoming the scarring
impact of the pandemic. Recent reforms
that liberalized investment, will also sup-
port growth and help steer the country back
to its long-term inclusive growth path.
Moreover, improving the effectiveness of

public spending on agriculture will en-
hance productivity, ensure food security,
and reduce the volatility of food prices
which affect the poor the most.

Recent developments

The economy grew by 7.6 percent in 2022
fueled by domestic demand. Private con-
sumption growth doubled from a year ago,
boosted by the release of pent-up demand
and recovery in household incomes. Mean-
while, services led growth on the produc-
tion side. Industry sector growth moderat-
ed as soft external demand for goods led
to a slowdown in manufacturing activities.
However, agriculture remained tepid
amid structural weaknesses, typhoons,
and rising input costs.

Softer export growth combined with
strong import growth driven by the do-
mestic recovery widened the current ac-
count deficit from 1.5 percent of GDP in
2021 to 4.4 percent in 2022. Capital out-
flows arising from tighter US monetary
policy resulted in a depreciation of the
Philippine peso. Reserves declined from
9.7 to 7.3 months of imports.

Inflation surpassed the 2-4 percent target
range at 5.8 percent in 2022, amid do-
mestic food supply constraints, and ele-
vated commodity prices. In response, the
central bank raised the key policy rate
by 400 basis points. The government pro-
vided input subsidies to vulnerable sec-
tors such as fertilizers and targeted fuel
grants while providing cash transfers to
the poorest households.

FIGURE 1 Philippines / Real GDP growth and contributions
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The fiscal deficit eased from 8.6 percent
of GDP in 2021 to 7.3 percent in 2022 as
tax collections surged amid the recovery
while public spending shrank as COVID-
related spending was unwound. Nation-
al government debt increased only mod-
erately from 60.4 percent of GDP in 2021
to 60.9 percent in 2022.

The economic recovery was accompanied
by positive gains in the labor market. Full
resumption of commercial activities led by
wholesale and retail trade, accommoda-
tion, and food service activities helped im-
prove labor outcomes. Unemployment de-
clined from 6.6 in 2021 to 4.3 percent in
2022. The labor force participation rate
reached 66.4 percent in 2022 from 65.1 per-
cent in the previous year. Underemploy-
ment fell by 2.1 percentage points com-
pared to a year ago as more are working
full-time jobs.

Outlook

Medium-term growth is projected to mod-
erate to an average of 5.8 percent between

2023-2025. Growth will remain anchored
on domestic demand, an increase in pri-
vate investments due to recent reforms,
and sustained public investment. How-
ever, growth is expected to slow to 5.6
percent in 2023 amid the global growth
moderation and as pent-up demand
fades, alongside elevated inflation, and
a higher interest rate environment. Infla-
tion is expected to remain elevated in
2023 due to high food inflation early
in the year and second-round effects on
wages, rent, and transport prices. Domes-
tic demand is expected to improve in the
medium term as inflation falls within the
target range by 2024.

The fiscal deficit is projected to decline to
4.1 percent of GDP by 2025. The path will
initially be anchored by a reduction in
public spending resulting in softer public
consumption and investment growth.
Over time, consolidation will be comple-
mented by a series of tax policy and ad-
ministration measures that are in the leg-
islative pipeline.

Economic and labor market recovery will
support poverty reduction. Poverty inci-
dence using the World Bank’s poverty line

for lower-middle income countries of
$3.65/day, 2017 PPP is projected to de-
crease from 17.8 percent in 2021 to 13.8
percent in 2023 and further decrease
through 2025. However, these projections
could be tempered by higher-than-expect-
ed inflation. The increase in household in-
comes brought by the gains in the labor
market are offset by the persistent high
prices particularly of food and energy, es-
pecially among poor households.

Despite a moderation in adverse risks ex-
ternally, risks remain tilted to the down-
side. The threat of high global inflation
remains amid geopolitical uncertainty,
which could require further policy tight-
ening and may lead to increased financial
market stress. Domestically, persistent lo-
cal food supply challenges, and addition-
al shocks from natural disasters, could
weaken domestic demand and put in-
creased pressure on the country’s limited
fiscal space. However, a faster-than-ex-
pected recovery from China and re-
silience from advanced economies could
provide positive spillovers to global ac-
tivity, benefitting the Philippines through
the tourism and trade channels.

TABLE 2 Philippines / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f

Real GDP growth, at constant market prices -9.5 5.7 7.6 5.6 5.9 5.9
Private Consumption -8.0 4.2 8.3 5.8 6.2 6.4
Government Consumption 10.5 7.1 5.0 6.4 7.2 7.7
Gross Fixed Capital Investment -27.3 9.9 10.4 8.6 10.9 12.5
Exports, Goods and Services -16.1 8.0 10.7 7.0 7.8 8.3
Imports, Goods and Services -21.6 13.0 13.1 9.1 11.0 12.8
Real GDP growth, at constant factor prices -9.5 5.7 7.6 5.6 5.9 5.9
Agriculture -0.2 -0.3 0.5 0.9 1.0 1.2
Industry -13.1 8.5 6.7 4.9 5.4 5.7
Services 9.1 5.4 9.2 6.6 6.8 6.6
Inflation (Consumer Price Index) 2.4 3.9 5.8 5.7 3.6 3.0
Current Account Balance (% of GDP) 3.2 -1.5 -4.4 -4.2 -3.5 -3.0
Net Foreign Direct Investment Inflow (% of GDP) 1.9 3.0 2.3 2.4 2.6 2.8
Fiscal Balance (% of GDP) -7.6 -8.6 -7.3 -6.0 -5.1 -4.1
Revenues (% of GDP) 15.9 15.5 16.1 15.8 15.8 16.0
National Government Debt (% of GDP) 54.6 60.4 60.9 61.3 62.0 61.5
Primary Balance (% of GDP) -5.5 -6.4 -5.0 -3.6 -2.6 -1.3
International poverty rate ($2.15 in 2017 PPP)*" 3.0 2.3 1.9 1.6 1.3
Lower middle-income poverty rate ($3.65 in 2017 PPP)*? 17.8 15.3 13.8 12.2 10.7
Upper middle-income poverty rate ($6.85 in 2017 PPP)*? 55.3 51.7 49.5 46.8 44.3
GHG emissions growth (mtCO2e) -1.6 8.2 8.6 7.5 6.4 5.8
Energy related GHG emissions (% of total) 58.7 60.5 62.5 64.0 64.9 65.7

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

Notes: e = estimate, f = forecast.

a/ Calculations based on EAPPOV harmonization, using 2021-FIES. Actual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2021) with pass-through = 1 (High (1)) based on GDP per capita in constant LCU.

MPO @ Apr 23



SOLOMON
ISLANDS

Table 1 2022
Population, million 0.7
GDP, current US$ billion 1.6
GDP per capita, current US$ 2225.2
National Basic Needs Poverty Rate? 12.7
School enrollment, primary (% gross)® 104.3
Life expectancy at birth, years® 70.2
Total GHG emissions (mtCO2e) 46.4

Source: WDI, Macro Poverty Outlook, and official data.
a/ Solomon Islands National Statistics Office. Most recent
value (2013).

b/ WDI for School enroliment (2019); Life expectancy
(2020).

Thelingering impact of the 2021 riots
along with a local outbreak of COVID-19
and Russia’s invasion of Ukraine resulted
in a deep recession. However, the economy
will start to recover in 2023 and 2024 and
grow at about 2.5 percent. The hosting of
the Pacific Games and the 2022 reopening
of international borders will fuel growth in
2023. Inflation is expected to decrease over
the medium-term due to the cooling of en-
ergy and commodity prices. Downside
risks to the outlook include slowing growth
in trading partners, a reemergence of social
unrest, and climate-related disasters.

Key conditions and
challenges

Solomon Islands is a country in the South
Pacific with 721,000 people dispersed across
90 inhabited islands. The country faces sub-
stantial economic, development, and gover-
nance challenges shaped by its geographi-
cal dispersion, remoteness to international
markets, and vulnerability to natural disas-
ters. In particular, lack of infrastructure,
high unemployment, and a limited private
sector pose significant development chal-
lenges. The country isheavily dependenton
development assistance, while governance
challenges limit state effectiveness.
Solomon Islands is also vulnerable to natur-
al disasters, such as earthquakes, cyclones,
and tsunamis, which can cause significant
economic damage.

Development challenges have been fur-
ther exacerbated by the COVID-19 pan-
demic and the outbreak of riots in 2021,
which caused a sharp economic contrac-
tion and adversely affected livelihoods.
A World Bank phone survey collected
in September 2022 indicates that employ-
ment had recovered from the COVID-19
restrictions imposed by the government.
However, 40 percent of households re-
ported income reductions, while one-fifth
of households experienced moderate food
insecurity. In addition to reduced food
consumption, around a third of house-
holds had to make ends meet by purchas-
ing on credit or borrowing from others. In
Solomon Islands, the most recent official

poverty measure was based on the 2012/13
Household Income and Expenditure Sur-
vey (HIES). According to the survey, 12.7
percent of the population lived below the
poverty line.

Recent developments

The economy has been impacted by three
shocks in recent years: the COVID-19
pandemic, the civil unrest, and the war in
Ukraine. Initially, COVID-19 affected the
economy through border closures, but in
2022 the country also experienced a lo-
cal outbreak of COVID-19. This resulted
in a 4.1 percent contraction in 2022, mark-
ing the third consecutive year of eco-
nomic decline. Rising fuel prices, as well
as subdued global economic conditions,
were key external factors undermining
economic activity. Reduced agriculture
and logging production contributed to
the economic decline, reflecting lower de-
mand for commodity exports (mainly log
exports). The fishing sector also shrunk
due to a decrease in fish catch and disrup-
tions from riots. Conversely, the tourism
sector experienced a modest recovery after
borders reopened in mid-2022. The num-
ber of visitors rose from 360 in June to
4,207 in December 2022.

Inflation rose by 5.5 percent in 2022 due to
high global fuel and food import prices, as
well as supply chain disruptions from the
riots. The current account balance wors-
ened further to reach 13.4 percent of GDP
in 2022, driven by a deteriorating trade bal-
ance. Exports, including logging, fish, and

I
FIGURE 2 Solomon Islands / Fiscal balance
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agricultural products declined, only partly
offset by a modest increase in tourism re-
ceipts. As a result, foreign reserves fell
from 11.5 months of imports in 2021 to 9.4
months of imports by the end of 2022.

A slowdown in economic activity and a re-
duction in logging revenue caused a 5 per-
cent decrease in overall revenue. Howev-
er, the government managed to contain ex-
penditure growth, despite facing substan-
tial spending demands. As a result, an
overall deficit of 3.5 percent of GDP was
observed in 2022, causing public debt stock
to increase to 18.6 percent of GDP, which is
double the pre-pandemic level.

Outlook

The economy is expected to recover in 2023,
with a projected 2.5 percent growth in real
GDP and 2.4 percent growth in 2024, boost-
ed by the 2023 South Pacific Games. The ser-
vices sector is expected to lead growth, fol-
lowed by the construction sector and in-
creased mining activity, including the ex-
ploitation of the Gold Ridge mine. The pri-
mary sector is expected to decline due to a
decrease inlogging activity.

While inflation is expected to ease to 5 per-
cent in 2023 amid cooling energy and food

prices, the forecast is well above the aver-
age inflation experienced during the past
five years (2.7 percent). Despite a mod-
est growth in exports due to a project-
ed recovery in international and domestic
activity, faster import growth is expected
to deteriorate the trade balance. This will
lead to an increase in the current account
deficit to 15.1 percent of GDP. As a re-
sult, official reserves are projected to de-
cline to 9 months of imports in 2023. De-
spite this drop, foreign reserves are pro-
jected to remain above the reserve ade-
quacy range of 3 to 7.5 months assessed
by the IMF.

Revenue is expected to be driven by a
recovery in economic activity and new
policy measures, including reforms to the
tax administration system. Some of these
steps have already been taken (e.g., the
passage of Tax Administration Bill, the in-
troduction of export duty), while others
are expected to be implemented in the
coming years (e.g., VAT Bill). As a result,
domestic revenue is expected to grow
from 22.6 percent of GDP in 2022 to 24.5
percent of GDP in 2024. However, ex-
penditure will continue to exceed revenue
during this period, generating an average
fiscal deficit of 6.3 percent of GDP over
2023-2024. Over this period debt is antic-
ipated to increase to 23 percent of GDP.

Public debt is sustainable and the risk of
public and external risk of debt distress is
moderate, according to the IMF-WB 2022
Debt Sustainability Analysis.
Macroeconomic risks are mostly tilted to
the downside. Continuation and further
escalation of the war in Ukraine may
put continued upward pressure on prices,
which could severely affect the incomes
of poor and vulnerable populations. In
addition, subdued global economic condi-
tions may reduce demand for commodi-
ty exports, in particular demand for logs,
with negative impacts on growth, the cur-
rent account balance, as well as govern-
ment finances.

Solomon Islands remains highly suscep-
tible to climate-related risks. These risks
can have far-reaching consequences, in-
cluding damage to infrastructure and dis-
ruption of key economic sectors such as
agriculture and fishing. The 2024 general
elections increase the risk of political in-
stability and social unrest, accompanied
by economic uncertainty.

On the upside, economic recovery in major
trading partners, including in China, could
lead to stronger demand for Solomon Is-
lands exports. Furthermore, the pace of re-
covery in the tourism sector and increased
participation in regional labor mobility
programs may bring economic benefits.

TABLE 2 Solomon Islands / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

p1p1i] 2021 2022e 2023f 2024f 2025f

Real GDP growth, at constant market prices -3.4 -0.6 -4.1 2.5 2.4 3.0
Real GDP growth, at constant factor prices -3.4 -0.6 -4.1 2.5 2.4 3.0
Agriculture -3.8 2.2 -1.8 1.1 0.9 2.3
Industry -3.9 39.1 -3.9 8.5 3.2 3.2
Services -3.0 -11.9 -5.6 1.0 3.1 3.3
Inflation (Consumer Price Index) 3.0 -0.1 5.5 5.0 3.9 3.3
Current Account Balance (% of GDP) -1.6 -5.0 -13.4 -15.1 -12.0 -11.2
Net Foreign Direct Investment Inflow (% of GDP) 0.4 1.5 2.5 2.5 2.5 2.5
Fiscal Balance (% of GDP) -2.4 -4.6 -3.5 -6.4 -6.2 -5.0
Revenues (% of GDP) 33.4 33.6 27.9 28.5 30.6 30.9
Debt (% of GDP) 10.3 13.2 18.6 21.3 23.2 23.3
Primary Balance (% of GDP) -2.3 -4.3 -3.1 -5.9 -5.7 -4.4
GHG emissions growth (mtCO2e) 0.0 0.0 0.0 0.0 0.0 0.0
Energy related GHG emissions (% of total) 0.8 0.8 0.8 0.8 0.8 0.8

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

Notes: e = estimate, f = forecast.



SOUTH PACIFIC
ISLANDS

Table 1 2022
Population, million
Samoa 0.20
Tonga 0.11
Vanuatu 0.32
GDP, US$ billion
Samoa 0.83
Tonga 0.50
Vanuatu 0.98
GDP per capita, current US$
Samoa 4128
Tonga 4695
Vanuatu 3050

Sources: WDI, World Bank staff estimates.

The economies of Samoa, Tonga, and
Vanuatu have been hit by multiple shocks,
including natural disasters and the
COVID-19 pandemic. Travel restrictions
hit tourism-related activity with negative
spillovers to the rest of the economy.
These restrictions have also delayed the
reconstruction progress from volcanic
eruption and tsunami in Tonga. To
achieve inclusive recovery, governments
must embark on structural reforms while
gradually redirecting assistance to be-
come more targeted.

Key conditions and
challenges

External shocks and natural disasters con-
stantly threaten livelihoods, economic
growth, and fiscal sustainability in the
South Pacific. The prolonged border clo-
sure due to the community transmission
of COVID in early 2022 has adversely im-
pacted the tourism industry, a major eco-
nomic sector for these countries. The pan-
demic and the pressure from commodi-
ty prices have decreased macroeconomic
policy buffers. For Tonga, the price pres-
sure, reflected in the higher cost of build-
ing materials, and border restrictions also
have impeded the reconstruction efforts
following the volcanic eruption and
tsunami in January 2022.

The main immediate challenge is limiting
rising inflation's harm to the most vulner-
able households. The near-term challenge
will be to strike an appropriate balance
between laying the foundation for in-
clusive economic recovery and maintain-
ing macroeconomic balance in the face of
competing pressures. Effective implemen-
tation of fiscal consolidation will be crit-
ical to ensure that the government has
enough fiscal space to implement poli-
cy measures. Finally, to achieve sustain-
able growth, the private sector will play
a crucial role in economic recovery, in-
cluding in tourism and investment. This
will require key reforms to lift burden-
some business regulations and restrictive
investment policies.

Recent developments

Multiple shocks have resulted in another
year of contraction for Samoa and Tonga,
while Vanuatu started to experience a re-
bound. In all countries, inflation rose sig-
nificantly driven by supply chain disrup-
tion and high global commodity prices.
The Samoan economy recorded a third
consecutive year of economic contraction
in FY22 by 6 percent, an accumulation of
more than 16 percent due to the impacts
of COVID-19. During the same period,
the overall unemployment rate increased
to 9.8 percent in 2021 from 8.4 percent in
2019. Inflation spiked to 8.8 percent (an-
nual average) in FY22, driven by supply
chain disruption and high global food
and oil prices. The current account deficit
narrowed to 11.6 percent of GDP in FY22
compared to 14.9 percent of GDP in FY21
on account of robust remittances. As op-
posed to a budgeted fiscal deficit, Samoa
recorded yet another year of fiscal sur-
plus (5.4 percent of GDP) in FY22. The
inadvertent fiscal tightening due to cap-
ital expenditure under-execution con-
tributed to a larger-than-expected eco-
nomic contraction in FY22 and is expect-
ed to weigh on the pace of economic re-
covery going forward.

The Tongan economy contracted by an es-
timated 2 percent in FY22. The volcanic
eruption and subsequent tsunami in Janu-
ary 2022 led to a sharp fall in agricultural
production, travel, and commercial ser-
vices. According to the World Bank phone
surveys collected in 2022, the recovery of
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income remained slow, particularly
among female, informal, and/or poorer
workers. Food insecurity continued to per-
sist in FY22. Consumer price inflation rose
by 8.5 percent on average in FY22, up from
1.4 percent in FY21. The rise in inflation
was primarily driven by higher global
prices and domestic supply disruptions
due to the recent disaster. Current account
balance swung to a deficit of 6.1 percent
in FY22 due to a surge in imported foods
and building materials and lower exports.
The fiscal deficit doubled to 1.8 percent of
GDP in FY22 on the account of significant-
ly higher needs for reconstruction spend-
ing amid lower domestic revenue.

In Vanuatu, economic growth is estimated
to have recovered with a slight increase of
1.9 percent of GDP in 2022 from 0.6 percent
in 2021. The adoption of the fiscal stimulus
program, an increase in industrial produc-
tion, increased agricultural output, and the
reopening of borders all contributed to the
recovery. However, the preliminary results
of the World Bank phone survey collect-
ed in mid-2022 indicate the negative im-
pacts of the COVID-19 outbreak and the
resulting lockdown on household income.
In 2022, inflation averaged 4.6 percent,
which is above the Reserve Bank of Vanu-
atu's target range of 0 to 4 percent. The cur-
rent account posted a deficit of 2.2 percent
of GDP, primarily due to weak tourism
revenues and increased demand for im-
ported industrial and transportation
equipment. The fiscal deficit is recorded at

3 percent of GDP in 2022 due to a drop in
revenue collection.

Outlook

With the reopening of borders in mid-2022,
economies were expected to recover grad-
ually. However, the external headwinds
affected the recovery with elevated infla-
tion levels. Despite the projected economic
growth over the next few years, continued
inflation will limit the positive spillover of
growth on poverty reduction.

In Samoa, the economy is projected to re-
cover in FY23 with a 5.0 percent growth
and average growth of 3.5 percent project-
ed in FY24 and FY25. Key drivers of
growth over the medium-term include eas-
ing of border restrictions in the first quar-
ter of FY23, rebound in tourism activity
and increase in capital projects. Inflation
is anticipated to be around 10 percent in
FY23 but expected to decrease to around 4
percent in FY25 as supply disruption and
high international food and fuel prices ta-
per off. The current account deficit is ex-
pected to narrow to 3.2 percent of GDP
over the medium term, supported by
tourism recovery and continued remit-
tance inflows. A fiscal deficit to GDP of 2.9
percent is estimated in FY23 with an aver-
age deficit of 2.8 percent in FY24 and FY25.
In Tonga, growth is projected to rebound
to 3 percent in FY23 and an average of

2.7 percent in FY24 and FY25. However,
should reconstruction efforts experience
further delays, economic recovery will be
more gradual. Inflation will remain elevat-
ed in FY23 but is expected to drop below
the 5 percent reference rate in FY24. Cur-
rent account deficit is projected to widen
in FY23 due to reconstruction combined
with the gradual normalization of grant fi-
nancing and remittances. Imports are ex-
pected to remain high while agricultural
exports and tourism services are projected
to only increase marginally. Fiscal deficits
are expected to persist over the course of
FY23-FY25 owing to the significant recon-
struction spending needs.

In Vanuatu, the economy is projected to
grow 3.5 percent in FY23. With this steady
uptick in tourism and ongoing growth in
agriculture and construction, the economy
is predicted to grow at 3.6 percent and 3.9
percent in FY24 and FY25. Nevertheless,
the poverty rate based on the lower-mid-
dle-income poverty line (US$3.65 per day
in 2017 PPP terms) is projected to remain
high from 42.5 percent in 2023 to 42.3 per-
cent in 2025. Despite high global commod-
ity prices, inflation is expected to moderate
to around 4 percent in FY23 before further
declining in the medium-term. The current
account deficit is projected to widen dur-
ing FY23-24 due to increased import costs
but is forecast to start narrowing in FY25.
Following the resumption of construction,
the fiscal deficit is expected to persevere in
the medium term.

TABLE 2 South Pacific Islands / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2020 2021e 2022f 2023f 2024f 2025f
Real GDP growth, at constant market prices
Samoa -3.1 -7.1 -6.0 5.0 3.4 3.3
Tonga 0.5 -2.7 -2.0 3.0 2.9 2.6
Vanuatu -5.0 0.6 1.9 3.5 3.6 3.9
Lower middle-income poverty rate ($3.65 in 2017 PPP)*"
Vanuatu 39.9 41.5 42.5 42.9 42.8 42.3

Sources: World Bank and IMF.

Notes: e = estimate; f = forecast. Financial years for Samoa and Tonga are July-June, for Vanuatu it is January-December. Samoa improved the methodology for GDP calcu-
lation and revised the historical data in March 2022 GDP release. The MPO write-up for Vanuatu does not include the impacts of TC Judy and TC Kevin that passed over the

country in the week of February 27, 2023.
a/ Calculations based on EAPPOV harmonization, using 2019-NSDP.
b/ Projection using neutral distribution (2019) with pass-through = 1 (High) based on GDP per capita in constant LCU.



THAILAND

Table 1 2022
Population, million 71.7
GDP, current US$ billion 495.3
GDP per capita, current US$ 6908.8
Upper middle-income poverty rate ($6.85)° 12.2
Gini index? 35.1
School enrollment, primary (% gross)® 99.7
Life expectancy at birth, years® 79.3
Total GHG emissions (mtCO2e) 443.0

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.

b/ WDI for School enroliment (2021); Life expectancy
(2020).

Strong private consumption and further
tourism recovery, especially after the re-
opening of China’s border, will continue
to support economic growth, rising
household incomes, and a decline in the
poverty headcount rate to 10.6 percent in
2023. However, Thailand’s economic re-
covery continued to lag that of ASEAN
peers; falling goods exports have clouded
the outlook. The slowing external envi-
ronment, domestic price pressures, and
elevated household debt pose downside
risks. Political uncertainty remains re-
garding the timeline of general elections
and government formation.

Key conditions and
challenges

The continued reopening of the economy
has boosted domestic demand. However,
stubbornly high inflation and high house-
hold debt continued to exert pressure on
household consumption. The household
debt situation remains precarious, with the
average household debt rising from 118
percent of the average household income
in 2019 to 123 percent in 2021, driven main-
ly by consumer loans. Household debt lev-
el increased from 80 percent of GDP in
2019 to 87 percent of GDP in 2022Q3, the
highest among ASEAN peers.

Fiscal measures aimed at mitigating the
cost-of-living shock have supported eco-
nomic activity but slowed fiscal consoli-
dation. While total public spending has
declined due to lower Covid-19 relief
spending, it remained well above the pre-
pandemic level as energy subsidies, in-
cluding diesel and cooking gas, and cash
transfers, continued to be implemented.
Additional shocks, including a prolonged
period of high energy prices, may in-
crease inequality and further erode fiscal
space unless more targeted social assis-
tance spending is introduced.

Despite recent resurgent growth, the medi-
um-term growth path is expected to remain
well below the pre-pandemic trend unless
productivity growth is revitalized. This
path could be dampened further by the dif-
ficult external environment and possible
re-escalation of energy prices. Domestic

structural challenges, such as aging, low cap-
ital investment accumulation, declining ex-
port competitiveness, and high household
debt, may further limit potential growth.
High dependence onsocial assistance to sup-
porthouseholdlivelihoods in the absence of
labor income growth also poses key chal-
lenges tosustainable development.

Recent developments

Economic growth decelerated more than
expected in 202204 to 1.4 percent (yoy) fol-
lowing weakening goods trade despite
resurgent private consumption and strong
tourism inflows. On a quarterly basis, GDP
declined 1.5 percent (seasonally adjusted).
As a result, output, having previously re-
covered to pre-pandemic levels fell below
again and diverged from ASEAN peers.
Overall, in 2022, GDP grew 2.6 percent, up
from 1.6 percent the previous year. In De-
cember 2022, tourism arrivals reached 57
percent of the pre-pandemic level. Howev-
er, goods exports contracted sharply by 8.3
percent (yoy) in 2022Q4, similar to ASEAN
peers and consistent with the weakening
global demand. The current account
recorded a surplus for the first time in
eight quarters at 1 percent of GDP, as
tourism receipts recovered. The Real Effec-
tive Exchange Rate (REER) appreciated by
5.9 percent from October 2022 to January
2023, the strongest among ASEAN peers
due to expectations of slower Fed tighten-
ing and the relaxation of China’s travel re-
strictions, which boosted the outlook for
the current account.

FIGURE 1 Thailand / Real GDP growth and contributions to

real GDP growth

FIGURE 2 Thailand / Actual and projected poverty rates and
real GDP per capita

Percent, percentage points

Poverty rate (%)

8 40
6 35
4 30

2
25

0
20

2
15

4
10

6
5

8
2017 2018 2019 2020 2021 2022 2023f 2024f 0

N Private consumption
s Gross Fixed Investment

Change in inventories* s GDP

Sources: World Bank staff calculations and NESDC.
Note: *Includes statistical discrepancy.

Government consumption
mmmm Net exports

Upper middle-income pov. rate

Real GDP per capita (constant LCU)
180000

160000
140000
120000
100000
80000
60000
40000
20000

$86-8-0-8-00-0:-0:0-00 ©

2006 2008 2010 2012 2014 2016 2018 2020 2022 2024

oo o@e e International poverty rate

oo o@e ¢+ Lower middle-income pov. rate
Real GDP pc

Source: World Bank. Notes: see Table 2.

MPO @ Apr 23



Price pressures remained elevated and
broadened to core inflation. Global en-
ergy prices declined but headline infla-
tion remained high at 5.0 percent in
January 2023, above the Bank of Thai-
land’s target range of 1-3 percent. De-
spite price controls, core inflation (ex-
cluding raw food and energy) has in-
creased steadily since the beginning of
2022, and reached 3.0 percent in January,
indicating rising second-round inflation-
ary pressure. The central bank main-
tained gradual monetary normalization
and has steadily raised the policy rate
from 0.5 percent to 1.50 percent since
May 2020. The fiscal measures to mit-
igate cost-of-living pressures, including
energy subsidies, helped to support the
recovery but came at a cost. The central
government fiscal deficit remained sub-
stantial at 5.6 percent of GDP in FY2022
(Oct 2021-Sep 2022). However, it was
lower than last year, as emergency
spending for COVID relief declined. Pub-
lic debt stayed well above the pre-pan-
demic level at 60.7 percent of GDP and
remain sustainable.

Employment has improved but real
wages have stagnated due to high in-
flation. The official unemployment rate

declined to 1.2 percent in 2022Q4, ap-
proaching its pre-pandemic level of 1.0
percent. Average wages grew by 5.4 per-
cent in 2022Q2 but trailed behind the ris-
ing cost of living. As labor market con-
ditions improved, the average monthly
wage for employees rose 5.4 percent over
the year to mid-2022, compared to a 0.9
percent increase in the preceding year.
However, average real wages stagnated
as the increase in the average nominal
wages was fully offset by the rising cost
of living. The poverty rate is estimated to
have declined to 11.5 percent in 2022.

Outlook

Economic growth is estimated to expand
by 3.6 percent in 2023, up from 2.6 per-
cent in 2022. Growth will be supported
by stronger private consumption and ser-
vices exports, due to the nascent tourism
recovery and strong pent-up demand fol-
lowing the relaxation of travel restrictions
in China. Tourist arrivals are projected
to increase to 27 million arrivals in 2023,
reaching 68 percent of the pre-pandemic
level. Arrivals are expected to accelerate

thereafter and surpass the pre-pandemic
level by 2024. However, goods exports
are expected to contract by 1.8 percent
(in US dollar terms) in 2023, due to the
global slowdown. Investments will con-
tinue to expand, helped by robust foreign
direct investment inflows and accelerated
disbursements of public investment pro-
jects. Headline inflation is projected to
moderate to 3.2 percent in 2023, down
from 6.1 percent in 2022. However, the
second-round pressure from elevated in-
put costs to core prices remains. The cur-
rent account is expected to reverse from
its deep deficit in the past 2 years and get
to positive territory in 2023.

The labor market condition will contin-
ue to improve supported by employ-
ment in the services sector as growth in
manufacturing employment is expected
to slow. While rising commodity prices
will continue to disproportionately af-
fect poor and vulnerable households,
the expansion of the State Welfare Card
program (from 13.5 million to at least
14.6 million beneficiaries) will likely al-
leviate these impacts. Household income
is expected to increase, and the poverty
headcount is projected to decline to 10.6
percent in 2023.

TABLE 2 Thailand / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f

Real GDP growth, at constant market prices -6.2 1.6 2.6 3.6 3.7 3.5
Private Consumption -0.8 0.6 6.3 3.5 3.0 3.0
Government Consumption 1.4 3.7 0.0 -2.6 1.1 2.3
Gross Fixed Capital Investment -4.8 3.1 2.3 2.5 1.6 3.0
Exports, Goods and Services -19.7 11.1 6.8 6.2 7.4 6.4
Imports, Goods and Services -13.9 17.8 4.1 3.8 5.5 5.5
Real GDP growth, at constant factor prices -5.4 2.0 2.6 3.6 3.7 3.5
Agriculture -2.9 2.6 0.5 1.4 2.0 2.2
Industry -5.1 6.0 -1.0 0.7 2.8 3.6
Services -5.8 -0.3 4.9 5.4 4.4 3.6
Inflation (Consumer Price Index) -0.8 1.2 6.1 3.2 1.3 1.0
Current Account Balance (% of GDP) 4.2 -2.1 -3.4 0.2 1.8 2.4
Net Foreign Direct Investment Inflow (% of GDP) -4.8 -1.2 -1.0 -1.0 -1.0 -1.0
Fiscal Balance (% of GDP) -4.5 -7.0 -4.7 -1.3 -0.6 -0.5
Revenues (% of GDP) 20.7 20.0 20.1 20.6 20.7 20.9
Debt (% of GDP) 50.1 57.8 60.4 60.1 59.6 59.5
Primary Balance (% of GDP) -3.6 -5.7 -3.0 0.4 1.1 1.2
International poverty rate ($2.15 in 2017 PPP)*" 0.0 0.0 0.0 0.0 0.0 0.0
Lower middle-income poverty rate ($3.65 in 2017 PPP)a'b 0.7 0.6 0.5 0.4 0.3 0.3
Upper middle-income poverty rate ($6.85 in 2017 PPP)*? 13.2 12.2 11.5 10.6 9.7 9.0
GHG emissions growth (mtCO2e) -3.0 2.2 2.2 1.5 2.4 2.6
Energy related GHG emissions (% of total) 57.9 58.4 58.7 58.6 58.8 58.9

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

Notes: e = estimate, f = forecast.

a/ Calculations based on EAPPOV harmonization, using 2014-SES, 2019-SES, and 2021-SES. Actual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.

b/ Projection using annualized elasticity (2014-2019) with pass-through = 1 based on GDP per capita in constant LCU.
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TIMOR-LESTE

Table 1 2022
Population, million 1.3
GDP, current US$ billion 1.7
GDP per capita, current US$ 1284.3
International poverty rate ($2.15)° 24.4
Lower middle-income poverty rate ($3.65)% 69.2
Gini index? 28.7
School enrollment, primary (% gross)b 110.7
Life expectancy at birth, yearsb 68.5
Total GHG emissions (mtCO2e) 5.7

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2014), 2017 PPPs.
b/ Most recent WDI value (2020).

The economy rebounded in 2022 on the
back of rising public consumption and in-
vestment as well as release of pent-up de-
mand. The re-opening of the economy has
also supported a rise in the employment
rate, but the quality of jobs remains chal-
lenging. The economy is projected to
grow by about 3.1 percent per year over
the medium term. However, the outlook is
subject to material downside risks namely
from global slowdown and slow imple-
mentation of structural reforms.

Key conditions and
challenges

Sustaining economic growth in Timor-
Leste is hindered by numerous challenges,
many of which stem from its small state
status and post-conflict legacy. Its remote-
ness from international markets and poor
connectivity leads to higher input costs for
domestic production and exports. More-
over, the small domestic market makes it
difficult for firms to achieve economies of
scale and agglomeration economies. Other
challenges include low economic diversifi-
cation and vulnerability to shocks and nat-
ural disasters. Institutional weaknesses,
gaps in infrastructure and human capital,
and political instability have further exac-
erbated these challenges.

The economy relies heavily on govern-
ment spending, but domestic revenues are
limited. Public expenditure levels are
among the highest globally, equivalent to
92.5 percent of non-oil GDP in 2021, while
domestic revenue collection stands at
around 10 percent of non-oil GDP. Al-
though government spending has led to
some improvements in infrastructure, in-
cluding near-universal access to electricity,
as well as human capital development
through improved access to basic health-
care and education, economic growth re-
mains low. This reflects weak fiscal multi-
pliers and the significant import content of
government spending.

Since 2005, the Governmenthas saved a por-
tion of the oil revenues in the Petroleum

Fund (PF), which has been the primary
source of financing for large fiscal and
trade deficits. However, as hydrocarbons
production stopped in early 2023, the
Fund balance is rapidly declining. The
Ministry of Finance projects that under
current spending levels, the PF will be de-
pleted by 2034. Avoiding this fiscal cliff is
the most important policy challenge fac-
ing the country.

Recent developments

As the impact of the pandemic recedes, the
economy is showing signs of recovery,
with non-oil GDP growth reaching 3.5 per-
cent in 2022, up from 2.9 percent in 2021.
Growth was largely attributed to a rise in
government spending. The lifting of the
emergency status and the resumption of
cross-border movement also helped re-
lease pent-up demand and boost private
consumption. The re-opening of the econ-
omy has also supported a rise in the em-
ployment rate. Nevertheless, the quality of
jobs remains challenging, with more than
70 percent being informal.

The recovery has turned the current
account surplus in 2021 (2.7 percent
of non-oil GDP) into an 11.8 percent
deficit in 2022. Although service ex-
ports, particularly in the tourism sector,
expanded, they were outpaced by im-
port growth due to recovering domestic
demand. With limited availability of fi-
nancial inflows, including FDI at only 2
percent of non-oil GDP, external financ-
ing requirements were primarily met

FIGURE 1 Timor-Leste / Fiscal spending remains high

FIGURE 2 Timor-Leste / Actual and projected poverty rates

and real non-oil GDP per capita
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through Petroleum Fund withdrawals.
Foreign reserves stand at close to US$1
billion or 7 months of imports.
Headline inflation rose to 6.9 percent in
December 2022, driven by global fuel and
food prices. Rising agriculture input costs
such as transport, fertilizer, and animal
feed have led to soaring food prices (up
6.8 percent in December). In response, the
authorities allocated in-kind transfers and
subsidies to ease the impact on vulnera-
ble households. The stronger US dollar,
which Timor-Leste has adopted as legal
tender, helped to moderate price pres-
sures somewhat but weighs on export
competitiveness.

The lack of recent household data makes
it challenging to monitor development
progress. Poverty stood at 24.4 percent of
the population (at USD 2.15 per day line,
2017 PPP) according to the latest represen-
tative household survey conducted in
2014. However, there are indications of
mixed progress since then. Recent house-
hold phone surveys reveal that the preva-
lence of severe food insecurity has halved
from 19.3 percent in 2021 to 8.7 percent in
2022. Labor force participation rate, how-
ever, has declined from 46.9 in 2016 to 30.5
percent in 2021 partly due to the increasing
share of subsistence farmers. A concerted
effort by the Government to collect more

recent household data is underway includ-
ing the Timor-Leste Survey of Living Stan-
dard planned in the second half of 2023.
With the pandemic impact receding, gov-
ernment spending in 2022 increased from
92.5 to 101.2 percent of non-oil GDP on the
back of rising government goods and ser-
vices, as well as capital spending. Domes-
tic revenue collection has not returned to
pre-pandemic level and consequently the
fiscal deficit widened from 47 percent of
non-oil GDP in 2021 to 58.3 in 2022. Budget
financing was secured from PF with-
drawals, depleting the Fund further. PF
balance was down from 12.6 times of non-
oil GDP in 2021 to 10.1 times in 2022. By
August 2022, the debt-to-GDP ratio stood
at 15.5 percent.

Outlook

Over the medium term (2023-2025), the
economy is projected to grow at an aver-
age annual rate of 3.1 percent driven by
higher public consumption and invest-
ment as more infrastructure projects and
government activities are executed follow-
ing the cessation of mobility restrictions.
High food and commodity prices coupled
with a closing output gap are expected to

drive inflation, which is projected to av-
erage 3.9 percent (2023-2025). Without oil
export, the balance of the PF will deterio-
rate further, and the current account bal-
ance will shift back to staggering deficits.
Without revenue reforms, the fiscal deficit
is projected to hover at 50 percent of non-
oil GDP in the medium-term.

Downside risks are material and include
global slowdown, natural disasters and
worsening global financial conditions.
High international commodity prices, es-
pecially food, can significantly impact the
purchasing power of poorer households
and therefore impact private consumption.
The appreciation of the US dollar could
strengthen the purchasing power of Timo-
rese, but this effect may be offset by cost-
push inflation given the large dependency
on imported goods. Meanwhile depressed
international stock markets would affect
the PF’s investment returns.

To achieve the 7 percent growth target en-
visaged in the government program, it is
crucial to support private sector develop-
ment and enhance competitiveness
through structural reforms including in-
vesting in human capital formation. Fur-
thermore, fiscal consolidation is essential
to avoid the fiscal cliff and ensure the per-
petuation of government spending to sup-
port economic growth.

TABLE 2 Timor-Leste / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f

Real GDP growth, at constant market prices -8.3 2.9 3.5 3.0 3.2 3.2
Private Consumption -3.1 -2.7 3.8 3.6 3.7 3.8
Government Consumption 4.9 3.5 4.3 2.9 3.5 3.3
Gross Fixed Capital Investment -42.5 -13.0 15.2 6.9 3.6 3.9
Exports, Goods and Services -51.1 151.9 3.0 3.0 3.6 3.7
Imports, Goods and Services -7.1 9.1 8.5 5.0 4.3 4.4
Real GDP growth, at constant factor prices -8.3 3.8 3.5 3.0 3.3 3.2
Agriculture 0.6 5.5 5.5 2.9 2.9 2.9
Industry -14.0 -14.0 2.4 2.4 2.4 2.4
Services -10.1 3.8 3.0 3.0 3.4 3.2
Inflation (Consumer Price Index) 0.5 3.8 7.0 5.5 3.3 2.8
Current Account Balance (% of GDP) -19.1 2.7 -11.8 -45.2 -52.2 -56.3
Net Foreign Direct Investment Inflow (% of GDP) -4.6 -4.4 -4.0 -4.1 -4.0 -4.0
Fiscal Balance (% of GDP)? -25.9 -47.0 -58.3 -59.4 -58.8 -58.3
Revenues (% of GDP) 46.1 45.5 42.9 43.9 43.0 42.2
Debt (% of GDP) 13.8 15.2 17.0 17.5 18.5 19.0
Primary Balance (% of GDP) -25.8 -46.8 -58.1 -59.3 -58.8 -58.3
International poverty rate ($2.15 in 2017 PPP)>° 29.3 28.8 28.0 27.3 26.6 25.9
Lower middle-income poverty rate ($3.65 in 2017 PPP)"¢ 73.3 72.9 72.3 71.8 71.2 70.6
GHG emissions growth (mtCO2e) -4.4 -3.2 -2.8 -2.7 -2.3 -2.0
Energy related GHG emissions (% of total) 9.3 9.9 10.6 11.4 12.1 12.9

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

Notes: e = estimate, f = forecast.

a/ The ESI is part of total revenue, while excess withdrawals from the PF is a financing item.
b/ Calculations based on EAPPOV harmonization, using 2007-TLSLS and 2014-TLSLS. Actual data: 2014. Nowcast: 2015-2022. Forecasts are from 2023 to 2025.

¢/ Projection using annualized elasticity (2007-2014) with pass-through = 1 based on GDP per capita in constant LCU.
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VIETNAM

Table 1 2022
Population, million 99.0
GDP, current US$ billion 408.7
GDP per capita, current US$ 4130.5
International poverty rate ($2.15)2 0.7
Lower middle-income poverty rate ($3.65)? 3.8
Upper middle-income poverty rate ($6.85)° 18.7
Gini index? 36.8
School enrollment, primary (% gross)® 118.4
Life expectancy at birth, years® 75.4
Total GHG emissions (mtCO2e) 496.1

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

Vietnam’s economy grew by 8.0 percent
in 2022, mainly due to low base effects. In
2023, the economy is expected to grow by
6.3 percent, as domestic demand normal-
izes after the 2022 post-COVID recovery
and exports face headwinds. Poverty is
expected to decline from 3.3 in 2022 to
3.1 percent in 2023. The economy faces
risks associated with higher inflation,
heightened financial risks, and sharper
than expected slowdown in exports.

Key conditions and
challenges

Vietnam’s economy faces domestic and
external headwinds in 2023. Domestic in-
flation has continued to rise and further
monetary tightening could dampen de-
mand and increase pressure on the fi-
nancial sector. The ongoing slowdown in
some of Vietnam’s main trade partners
may affect exports.

Achieving Vietnam’s goal of becoming a
high-income economy by 2045 will de-
pend on reviving productivity growth
while ensuring environmental sustain-
ability and social equity. This would en-
tail modernizing economic governance
and market institutions to facilitate a
more efficient use of physical, human,
and natural capital.

Recent developments

Real GDP expanded by 8.0 percent in
2022, mainly due to low base effects. The
rebound was driven by the recovery of
private demand after COVID-related re-
strictions caused a significant decline in
2021. Retail sales expanded by 17.1 per-
cent and the service sector recorded 10
percent growth in 2022. A strong re-
bound in manufacturing exports (+10.3
percent) also supported the recovery in
2022, with the industrial sector growing
by 8.1 percent, although exports slowed

in the fourth quarter along with weaker
external demand. Agriculture continued
to perform on trend, growing by 3.4 per-
cent in 2022.

CPI inflation rose throughout 2022, from
1.95 y/y in January to 4.54 y/y in De-
cember, as the second-round effects of
the March 2022 commodity supply shock
contributed to an increase in the cost
of food (+14.7 percent), education (15.2
percent), health (8 percent) and housing
(10.9 percent). Core inflation also rose
from a low of 0.66 y/y in January to 5.0
y/y in December.

Nominal labor incomes in 2022 recovered
to pre-pandemic levels. However, with
high inflation, real monthly labor incomes
in 2022 are only 3.8 percent higher than
in 2019. Labor participation reached 68.5
percent, still below pre-covid rate of 71.3
percent. The poverty rate (as measured
by the World Bank’s lower middle-in-
come country poverty line US$3.65/day
2017 PPP) declined from an estimated 3.6
percent in 2021 to a projected 3.3 per-
cent in 2022. A survey of consumers in
January 2023 finds that 60 percent iden-
tified inflation as their primary concern
compared to 36 percent in January 2022.
As a result, consumers have become more
cautious, reporting increased saving rates
(from 25 percent in the Q3-2022 to 30 per-
cent in the Q1-2023).

The external balance of payment
(BOP) weakened in 2022. The current
account registered a deficit of US$4.9
billion in the first nine months of
2022 and is estimated to have re-
mained in deficit for the year. Mean-
while, the financial account surplus

FIGURE 1 Vietnam / Real GDP growth and contributions to

real GDP growth

FIGURE 2 Vietnam / Actual and projected poverty rates and
real GDP per capita
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narrowed to US$7.5 billion in Q3-2022
compared to a US$26.4 billion surplus
in Q3-2021, mostly connected to short-
term capital outflows induced by mone-
tary tightening in the United States.
Monetary policy responded to exchange
rate pressures while fiscal policy con-
tinued to be hampered by implementa-
tion challenges. As global financial con-
ditions started to tighten and Vietnam’s
BOP started to show signs of weaken-
ing, the Dong came under pressure. The
SBV used FX sales, increased exchange
rate flexibility, and increased policy in-
terest rates by 200 basis points. By end-
December, the Dong/US$ exchange rate
had only depreciated about 3.4 percent,
the lowest among regional comparators.
On the other hand, the budget regis-
tered a US$9.7 billion surplus by end
of 2022 due to higher-than-expected rev-
enue collection and budget under-exe-
cution. Public and publicly guaranteed
debt (PPG-GFS) fell from an estimated
39.3 percent of GDP in 2021 to an esti-
mated 35.7 percent of GDP in 2022, of
which about 64 percent were domesti-
cally held bonds.

Outlook

As low-base effects dissipate, real GDP
growth is expected to slow to 6.3 percent in
2023, returning to trend in 2024 (6.5 per-
cent). Domestic demand is expected to re-
main the main driver of growth, with contri-
butions from net exports expected to weak-
en this year before recovering in 2024-25.
While slower growth in the US and the EU
will weigh on exports, the reopening of the
Chinese economy may further help. The
current account deficit is expected to de-
crease to -0.3 percent of GDP in 2023 and to
turn positive in the medium term as goods
and services exports recover. Inflation is
projected to average 4.5 percent in 2023
partly due to planned electricity prices and
civil service salaries increases and the re-
turn of the standard VAT rate back to 10 per-
cent. Inflation is expected to fall to 3.5 per-
centin 2024 and 3.0 percent in 2025, as these
effects dissipate. The poverty rate in 2023 is
expected to decline to a projected 3.1 per-
cent, compared to a projected 3.3 percent in
2022. The government plans to implement

the investment component of the 2022-23
Economic Support Program (1.6 percent of
GDP). However, the PPG debt is estimated
to continue to fall in 2023-2025.

The risks are broadly balanced. In the near
term, Vietnam faces external headwinds
and domestic vulnerabilities. External
risks include further tightening of global
financing conditions and weaker-than-ex-
pected global growth. Domestically, high-
er inflation and heightened financial risks
could affect growth. On the upside, im-
proved growth prospects in China, the US,
or the EU and stronger than expected glob-
al demand could lift exports and hence
growth above the baseline projection.

In the short term, given available fiscal
space, a more supportive fiscal policy
stance with a focus on improving the im-
plementation of the capital budget could
hedge against downside risks to growth.
Monetary and exchange rate policies will
need to remain agile, including by allow-
ing greater exchange rate flexibility to ac-
commodate potential external shocks. Fi-
nancial risks highlight the need to
strengthen monetary policy and supervi-
sory frameworks for the financial sector.

TABLE 2 Vietnam / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2022e

2024f 2025f

2023f

Real GDP growth, at constant market prices 2.9 2.6 8.0 6.3 6.5 6.5
Private Consumption 0.4 2.0 7.8 6.5 6.8 6.8
Government Consumption 1.2 4.7 3.6 6.3 5.2 5.1
Gross Fixed Capital Investment 4.1 3.7 6.0 7.2 4.9 5.9
Exports, Goods and Services 4.1 13.9 4.9 4.5 6.6 7.0
Imports, Goods and Services 3.3 15.8 2.2 5.0 6.2 6.9

Real GDP growth, at constant factor prices 3.1 2.6 8.4 6.3 6.4 6.5
Agriculture 3.0 3.3 3.4 2.2 2.2 2.1
Industry 4.4 3.6 7.8 6.6 7.4 7.3
Services 2.0 1.6 10.3 7.1 6.7 6.8

Inflation (Consumer Price Index) 3.2 1.8 3.1 4.5 3.5 3.0

Current Account Balance (% of GDP) 4.3 -1.0 -1.7 -0.3 0.1 0.1

Net Foreign Direct Investment Inflow (% of GDP) 4.4 4.2 3.7 3.4 3.4 3.4

Fiscal Balance (% of GDP) -2.9 -3.4 1.4 -0.3 0.8 1.4

Revenues (% of GDP) 18.4 18.4 18.9 18.4 18.2 18.2

Debt (% of GDP) 41.3 39.3 35.7 35.0 33.2 31.0

Primary Balance (% of GDP) -1.5 -2.2 2.5 0.7 1.8 2.4

International poverty rate ($2.15 in 2017 PPP)®" 0.7 0.6 0.6 0.5 0.5 0.5

Lower middle-income poverty rate ($3.65 in 2017 PPP)*? 3.8 3.7 3.3 3.1 2.8 2.6

Upper middle-income poverty rate ($6.85 in 2017 PPP)*" 18.7 18.3 16.7 15.5 14.4 13.4

GHG emissions growth (mtCO2e) 2.9 2.9 6.9 5.5 5.6 5.8

Energy related GHG emissions (% of total) 64.9 64.4 64.9 64.8 64.7 64.4

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

Notes: e = estimate, f = forecast.

a/ Calculations based on EAPPOV harmonization, using 2014-VHLSS, 2018-VHLSS, and 2020-VHLSS. Actual data: 2020. Nowcast: 2021-2022. Forecasts are from 2023 to 2025.
b/ Projection using annualized elasticity (2014-2018) with pass-through = 0.7 based on GDP per capita in constant LCU.
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