
MPO
Macro Poverty Outlook

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

Spring 
Meetings 

2023



© 2023 International Bank for Reconstruction and Development / The World Bank

1818 H Street NW 

Washington DC 20433 

Telephone: 202-473-1000 

Internet: www.worldbank.org 

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

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

governments they represent. 

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

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

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

Rights and Permissions 

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

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

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

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

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


MPO
Macro Poverty Outlook

Spring 
Meetings 

2023



5
East Asia
and the Pacific

6
8

10
12
14
16
18
20
22
24
26
28
30
32
34
36
38

Cambodia
Central Pacific Islands
China
Fiji
Indonesia
Lao PDR
Malaysia
Mongolia
Myanmar
North Pacific Islands
Papua New Guinea
Philippines
Solomon Islands
South Pacific Islands
Thailand
Timor-Leste
Vietnam

41
Europe and
Central Asia

42
44
46
48
50
52
54
56
58
60
62
64
66
68
70
72
74
76
78
80
82
84

Albania
Armenia
Azerbaijan
Belarus
Bosnia and Herzegovina
Bulgaria
Croatia
Georgia
Kazakhstan
Kosovo
Kyrgyz Rep.
Moldova
Montenegro
North Macedonia
Poland
Romania
Russian Federation
Serbia
Tajikistan
Türkiye
Ukraine
Uzbekistan

87
Latin America
and the Caribbean

88
90
92
94
96
98

100
102
104
106
108
110
112
114
116
118
120
122
124
126
128
130
132
134
136
138
140
142

Argentina
Bahamas, The
Barbados
Belize
Bolivia
Brazil
Chile
Colombia
Costa Rica
Dominica
Dominican Rep.
Ecuador
El Salvador
Grenada
Guatemala
Guyana
Haiti
Honduras
Jamaica
Mexico
Nicaragua
Panama
Paraguay
Peru
St. Lucia
St. Vincent and the Grenadines
Suriname
Uruguay

MACRO POVERTY

MPO Apr 232



145
Middle East
and North Africa

146
148
150
152
154
156
158
160
162
164
166
168
170
172
174
176
178
180
182

Algeria
Bahrain
Djibouti
Egypt, Arab Rep.
Iran, Islamic Rep.
Iraq, Rep.
Jordan
Kuwait
Lebanon
Libya
Morocco
Oman
Palestinian territories
Qatar
Saudi Arabia
Syrian Arab Rep.
Tunisia
United Arab Emirates
Yemen, Rep.

185

South Asia

186
188
190
192
194
196
198
200

Afghanistan
Bangladesh
Bhutan
India
Maldives
Nepal
Pakistan
Sri Lanka

203
Sub-Saharan
Africa

204
206
208
210
212
214
216
218
220
222
224
226
228
230
232
234
236
238
240
242
244
246
248
250
252
254
256
258
260
262
264
266
268
270
272
274
276
278
280
282
284
286
288
290
292
294
296
298

Angola
Benin
Botswana
Burkina Faso
Burundi
Cabo Verde
Cameroon
Central African Rep.
Chad
Comoros
Congo, Dem. Rep.
Congo, Rep.
Côte d'Ivoire
Equatorial Guinea
Eritrea
Eswatini
Ethiopia
Gabon
Gambia, The
Ghana
Guinea
Guinea-Bissau
Kenya
Lesotho
Liberia
Madagascar
Malawi
Mali
Mauritania
Mauritius
Mozambique
Namibia
Niger
Nigeria
Rwanda
São Tomé and Príncipe
Senegal
Seychelles
Sierra Leone
Somalia
South Africa
South Sudan
Sudan
Tanzania
Togo
Uganda
Zambia
Zimbabwe

Spring Meetings 2023

OUTLOOK

MPO Apr 233



The Macro Poverty Outlook is jointly  

produced by the Poverty and Equity and the  

Macroeconomics, Trade and Investment  

Global Practices of the World Bank Group.  

The cutoff date for information for most countries was March 24, 2023. 



MPO Apr 23 5 

East Asia  
and the Pacific 

Malaysia 
Mongolia 
Myanmar 
North Pacific Islands 
Papua New Guinea 
Philippines 

Solomon Islands 
South Pacific Islands 
Thailand 
Timor-Leste 
Vietnam 

Cambodia 
Central Pacific Islands 
China 
Fiji 
Indonesia 
Lao PDR 



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)a 102.9

Life expectancy at birth, yearsa 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 75.4 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 U.S. dollar. Gross international re-
serves, however, declined marginally to
US$17.8 bln, covering about 7 months of
imports. In 2022, the current accounts

FIGURE 1 Cambodia / Real GDP growth and sectoral
contributions to real GDP growth
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FIGURE 2 Cambodia / Merchandise exports (excluding gold)
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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.
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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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FIGURE 2 Central Pacific Islands / Trust Fund balances
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Recent developments

InKiribati, growth fell to 1.2 percent in 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-
cent in 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)

2020 2021f 2022f 2023f 2024f 2025f
Real GDP growth, at constant market prices

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)a

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.
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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)a 0.1

Lower middle-income poverty rate ($3.65)a 3.0

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

Gini indexa 38.2

School enrollment, primary (% gross)b 104.1

Life expectancy at birth, yearsb 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 enrollment (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-
berandNovember.BytheendofNovember,
public health-related restrictions were re-
ported to be affecting areas worth around a
quarterofChina’sGDP. Inresponsetoslow-
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
GDP growth
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FIGURE 2 China / Actual and projected poverty rates and
real GDP per capita
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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
consumption in 2022 (by 1.7 percent relative
to 2021) despite a slight increase in their dis-
posable income (1.9 percent over the same
period). Rural households were affected to a
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)a -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)b,c 0.1 0.1 0.1 0.1 0.1 0.0

Lower middle-income poverty rate ($3.65 in 2017 PPP)b,c 2.7 1.8 1.6 1.2 0.9 0.7

Upper middle-income poverty rate ($6.85 in 2017 PPP)b,c 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.
c/ Projection using neutral distribution (2019) with pass-through = 0.85 based on GDP per capita in constant LCU.
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FIJI
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)a 1.3

Lower middle-income poverty rate ($3.65)a 12.4

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

FIGURE 1 Fiji / Real GDP growth and sectoral contributions
to real GDP growth
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FIGURE 2 Fiji / Actual and projected poverty rates and real
GDP per capita
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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.

TABLE 2 Fiji / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

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)a,b 2.9 3.7 2.1 1.8 1.5 1.3

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 19.5 22.0 16.0 14.3 13.1 12.3

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 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.
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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)a 2.5

Lower middle-income poverty rate ($3.65)a 20.3

Upper middle-income poverty rate ($6.85)a 60.5

Gini indexa 37.9

School enrollment, primary (% gross)b 90.1

Life expectancy at birth, yearsb 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)haspersistedabovetheceilingofBankIn-
donesia’s (BI) target band, placing stress on
household purchasing power especially for
thepoorest.However, it lookstohavepeaked
and begun its descent. Core inflation, by con-
trast, has trended higher on account of a nar-
rowing output gap and second-round
passthroughofearlierenergypricehikes.
Effective management of inflation remains
critical to macroeconomic stability and the
ongoing economic recovery. BI 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

FIGURE 1 Indonesia / Real GDP growth and contributions
to real GDP growth
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FIGURE 2 Indonesia / Actual and projected poverty rates
and real GDP per capita
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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
BI 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 percent in 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 3.4 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)a,b 3.8 3.6 2.5 2.0 1.6 1.3

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 23.5 22.4 20.3 18.4 16.7 15.1

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,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 Ratea 18.3

International poverty rate ($2.15)a 7.1

Lower middle-income poverty rate ($3.65)a 32.5

Gini indexa 38.8

School enrollment, primary (% gross)b 98.5

Life expectancy at birth, yearsb 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 enrollment (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
real GDP growth
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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)a,b 7.0 6.9 6.8 6.7 6.5 6.3

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 32.0 31.9 31.7 31.3 30.9 30.5

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 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.
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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)a 0.0

Lower middle-income poverty rate ($3.65)a 0.2

Upper middle-income poverty rate ($6.85)a 3.4

Gini indexa 41.2

School enrollment, primary (% gross)b 103.9

Life expectancy at birth, yearsb 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

FIGURE 1 Malaysia / Real GDP growth and contributions to
real GDP growth

-25

-20

-15

-10

-5

0

5

10

15

20

Q1-2020 Q3-2020 Q1-2021 Q3-2021 Q1-2022 Q3-2022

Private Consumption Public Consumption
GFCF Change in Inventory
Net Exports Real GDP growth

Percent, percentage points

Sources: Department of Statistics Malaysia and World Bank staff calculations.

FIGURE 2 Malaysia / Actual and projected poverty rates and
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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)a,b 0.2 0.2 0.1 0.1 0.1 0.1

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 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.
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MONGOLIA
Table 1 2022
Population, million 3.4

GDP, current US$ billion 16.8

GDP per capita, current US$ 4942.3

Lower middle-income poverty rate ($3.65)a 6.9

Upper middle-income poverty rate ($6.85)a 38.3

Gini indexa 32.7

School enrollment, primary (% gross)b 102.4

Life expectancy at birth, yearsb 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 enrollment (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.

FIGURE 1 Mongolia / Real GDP growth and contributions to
real GDP growth
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FIGURE 2 Mongolia / Actual and projected poverty rates
and real GDP per capita
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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)a 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)b,c 0.8 0.8 0.8 0.8 0.8 0.8

Lower middle-income poverty rate ($3.65 in 2017 PPP)b,c 7.5 7.5 6.9 6.3 5.6 4.8

Upper middle-income poverty rate ($6.85 in 2017 PPP)b,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.
c/ 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)a 19.6

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

FIGURE 1 Myanmar / Real GDP growth and contributions to
real GDP growth by sector
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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)a -2.9 -3.2 -7.0 -9.2 -4.7 -6.5

Public Sector Debt (% of GDP)a 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).
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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 a new
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, so it is
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 percent in FY21. Inflation rose rapidly in
FY22, reaching 5.3 percent in RMI and 5.8
percent in 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 percent in 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
2019 GDP
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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 RMI, 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,b

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.
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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 Ratea 39.9

Gini indexa 41.9

School enrollment, primary (% gross)b 116.0

Life expectancy at birth, yearsb 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 enrollment (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
contributions to real GDP growth
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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.
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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)a 3.0

Lower middle-income poverty rate ($3.65)a 17.8

Upper middle-income poverty rate ($6.85)a 55.3

Gini indexa 40.7

School enrollment, primary (% gross)b 92.4

Life expectancy at birth, yearsb 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 enrollment (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
to real GDP growth
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FIGURE 2 Philippines / Actual and projected poverty rates
and real GDP per capita
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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)a,b 3.0 2.3 1.9 1.6 1.3

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 17.8 15.3 13.8 12.2 10.7

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 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.
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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 Ratea 12.7

School enrollment, primary (% gross)b 104.3

Life expectancy at birth, yearsb 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 enrollment (2019); Life expectancy
(2020).

The lingering 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 is heavily dependent on
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

FIGURE 1 Solomon Islands / Real GDP
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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 in logging 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)

2020 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.
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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

FIGURE 1 South Pacific Islands / Overall fiscal balance
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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)a,b

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.
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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)a 12.2

Gini indexa 35.1

School enrollment, primary (% gross)b 99.7

Life expectancy at birth, yearsb 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 enrollment (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.
Highdependenceonsocialassistance tosup-
porthouseholdlivelihoods in the absence of
labor income growth also poses key chal-
lenges tosustainabledevelopment.

Recent developments

Economic growth decelerated more than
expected in 2022Q4 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
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FIGURE 2 Thailand / Actual and projected poverty rates and
real GDP per capita
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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)a,b 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)a,b 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)a 24.4

Lower middle-income poverty rate ($3.65)a 69.2

Gini indexa 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 Government has 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
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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)a -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)b,c 29.3 28.8 28.0 27.3 26.6 25.9

Lower middle-income poverty rate ($3.65 in 2017 PPP)b,c 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.
c/ 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)a 0.7

Lower middle-income poverty rate ($3.65)a 3.8

Upper middle-income poverty rate ($6.85)a 18.7

Gini indexa 36.8

School enrollment, primary (% gross)b 118.4

Life expectancy at birth, yearsb 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
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FIGURE 2 Vietnam / Actual and projected poverty rates and
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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-
cent in 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)

2020 2021 2022e 2023f 2024f 2025f
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)a,b 0.7 0.6 0.6 0.5 0.5 0.5

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 3.8 3.7 3.3 3.1 2.8 2.6

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 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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ALBANIA
Table 1 2022
Population, million 2.8

GDP, current US$ billion 20.0

GDP per capita, current US$ 7069.2

International poverty rate ($2.15)a 3.9

Lower middle-income poverty rate ($3.65)a 11.3

Upper middle-income poverty rate ($6.85)a 34.2

Gini indexa 36.0

School enrollment, primary (% gross)b 95.9

Life expectancy at birth, yearsb 77.0

Total GHG emissions (mtCO2e) 7.5

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

Growth in 2022 is estimated at 3.5

percent, as private consumption, exports,

and investment expanded, despite in-

creasing energy and food prices. Growth

is expected to remain subdued for 2023.

Poverty is expected to continue its

downward trend. Medium-term

prospects hinge on global recovery, struc-

tural reforms, and fiscal consolidation.

Key conditions and
challenges

The Albanian economy has shown con-
siderable resilience in the face of con-
secutive shocks since 2019-2020. During
2021-2022, the economy experienced a
strong rebound, with GDP fully recover-
ing to pre-pandemic levels. Real GDP ex-
panded by 8.5 percent in 2021, surpassing
its level in 2019 by 4.7 percent and ful-
ly closing the output gap. Poverty levels
continued their downward trend in 2022.
Key drivers of Albania’s resilience have
been the proximity to the European
Union (EU), as well as strong remittances
and exports. The availability of hy-
dropower, which meets 85 percent of do-
mestic energy demand in a year with
average precipitation, has contributed to
contain the country’s greenhouse gas
emissions and has provided some insula-
tion from the ongoing energy crisis; more
diversification through other renewable
energy (RE) sources, and the develop-
ment of the RE market, is needed to
strengthen energy security at affordable
prices. Key challenges are a declining
population, also due to large migration;
the poor quality of the labor force and of
the jobs created; the moderate pace of re-
forms; and rising fiscal pressures, due al-
so to rising debt and contingent liabilities.
The government has to carefully balance
the need to mitigate the impact of multi-
ple shocks on the households against the
necessity of gradual fiscal consolidation.

A sound Medium-Term Revenue Strate-
gy (MTRS) could make a more ambitious,
revenue-based consolidation possible.
Unlocking further growth is conditional
on the swift implementation of the Gov-
ernment’s program, anchored on the EU
accession aspiration and built on reforms
tackling productivity, including improv-
ing the business environment, streamlin-
ing government interactions with the pri-
vate sector, and expanding Albania’s in-
tegration into foreign markets.

Recent developments

Albania’s economy is estimated to grow
at 3.5 percent in 2022. Despite increasing
energy and food prices, in line with the
2021 trend, household consumption and
exports rose by 8.4 and 11.3 percent re-
spectively for the first three quarters. Af-
ter driving growth in 2021, gross fixed
capital formation slowed in 2022, as gov-
ernment capital expenditures declined.
On the supply side, trade and construc-
tion led growth. Lower energy produc-
tion from hydropower subtracted from
growth, given an exceptionally dry year.
Annual employment growth accelerated
to an average of 3.9 percent in the first
three quarters of 2022. Job creation was
broad-based, while the number of vacan-
cies increased, putting upward pressure
on wages. Unemployment fell to a record
low of 10.6 percent in Q3 2022, while la-
bor force participation increased.
Given the strong growth in GDP per
capita in 2022, poverty is estimated to

FIGURE 1 Albania / Headline inflation and core inflation
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FIGURE 2 Albania / Actual and projected poverty rates and
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have declined from 27.5 percent in 2021
to 25.2 percent in 2022.
The annual inflation rate rose to 8.3 per-
cent in October 2022, the highest since
March 2020, driven by food and transport
prices, adversely impacting the poorest cit-
izens. The central bank raised its policy
rate to 2.75 percent in November.
Credit growth supported the recovery in
2022. While capital adequacy is above reg-
ulatory requirements, the banking system
remains susceptible to credit, exchange,
and interest rate risks.
In 2022, the fiscal position improved on
account of stronger-than-expected rev-
enue collection and spending restraint. To
provide temporary and targeted support
to the most vulnerable, the Government
revised the budget four times in 2022,
bringing overall support to 0.6 percent of
GDP. Additional subsidies were provided
to the electricity state-owned enterprises
(SOEs) amounting to 1 percent of GDP.
In 2022, strong exports' growth helped mit-
igate the impact of rising imports. Yet, the
current account deficit remains elevated.

Outlook

Growth is expected to remain subdued
in 2023, in the context of tighter global
financial conditions, expected economic
slowdown in Europe, and the withdraw-
al of policy support for the post-earth-
quake reconstruction. Real exports, con-
sumption, and investment are expected
to grow at rates below those in the pre-
pandemic period.
The inflation rate is projected to start
converging toward the 3 percent target
by 2025. The central bank is expected to
further increase the policy rate by an ad-
ditional 2–2.5 percentage points in 2023.
The primary balance is projected to reach
0.7 percent of GDP only after 2023, in ob-
servance of the fiscal rule. Fiscal consoli-
dation will largely come from the spend-
ing side. On the revenue side, the Govern-
ment plans to introduce a number of tax
policy measures, envisioned in the MTRS.
The revenue gains of these measures in the

short term are expected to be netted off
by slower growth and partially by the in-
crease in the minimum taxable wage intro-
duced at the end of 2022.
Public debt is expected to decline slightly
to 67.9 percent of GDP in 2023, and more
significantly over the medium term, as
a result of higher nominal growth and
a gradual reduction of the fiscal deficit.
Given Albania’s growing reliance on ex-
ternal financing, the exchange rate, in-
terest rate, and refinancing related risks
remain elevated.
Further increases in food and energy
prices are a key risk to growth, as they
could affect real disposable income, slow
poverty reduction, and constrain fiscal
space. As a small, open economy, Albania
is highly exposed to external shocks, such
as recession in Europe or further tight-
ening of financing conditions in interna-
tional capital markets beyond the current
year. Domestic risks emanate from natural
disasters, public-private partnerships, and
SOEs, in addition to fiscal risks stemming
from the energy sector.

TABLE 2 Albania / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -3.5 8.5 3.5 2.2 3.4 3.4

Private Consumption -3.5 4.2 2.5 2.6 2.5 2.7
Government Consumption 1.5 7.8 0.7 -0.3 1.6 1.3
Gross Fixed Capital Investment -0.9 19.8 1.8 0.5 3.1 3.3
Exports, Goods and Services -27.9 46.0 8.3 5.1 6.3 6.2
Imports, Goods and Services -19.8 31.7 3.5 3.4 3.3 3.7

Real GDP growth, at constant factor prices -2.9 8.6 3.5 2.2 3.4 3.4
Agriculture 0.3 1.5 1.4 1.3 1.5 1.5
Industry -3.5 10.8 2.6 1.3 3.7 3.5
Services -3.8 10.3 4.6 2.9 4.0 3.9

Inflation (Consumer Price Index) 2.2 2.6 6.7 4.0 3.5 3.0

Current Account Balance (% of GDP) -8.5 -7.7 -7.7 -7.8 -7.7 -7.6
Net Foreign Direct Investment Inflow (% of GDP) 6.7 6.4 6.5 6.5 6.5 6.6

Fiscal Balance (% of GDP) -6.7 -4.5 -3.3 -2.7 -2.4 -2.4
Revenues (% of GDP) 25.9 27.0 27.9 28.6 28.3 28.3
Debt (% of GDP) 75.9 74.0 68.5 67.8 66.6 65.5
Primary Balance (% of GDP) -4.6 -2.6 -1.3 0.0 0.7 0.7

International poverty rate ($2.15 in 2017 PPP)a,b 3.9 2.5 2.1 1.9 1.6 1.4

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 11.4 7.5 6.4 5.9 5.1 4.4

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 34.4 27.5 25.2 23.9 22.0 20.4

GHG emissions growth (mtCO2e) -8.7 -1.7 -4.0 -4.4 -3.7 -10.2
Energy related GHG emissions (% of total) 44.5 44.6 43.0 40.7 38.7 31.9

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 ECAPOV harmonization, using 2017-SILC-C and 2019-SILC-C. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection using point-to-point elasticity (2016-2018) with pass-through = 1 based on GDP per capita in constant LCU.
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ARMENIA
Table 1 2022
Population, million 2.8

GDP, current US$ billion 19.5

GDP per capita, current US$ 7014.2

International poverty rate ($2.15)a 0.5

Lower middle-income poverty rate ($3.65)a 8.7

Upper middle-income poverty rate ($6.85)a 51.7

Gini indexa 27.9

School enrollment, primary (% gross)b 91.1

Life expectancy at birth, yearsb 72.2

Total GHG emissions (mtCO2e) 13.5

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Economic growth was 12.6 percent in

2022, much higher than initially expect-

ed, mainly due to significant increases in

services and private consumption, fueled

by strong inflows of migrants and capital

from Russia. The outlook is subject to

significant uncertainty, due to the risk

of reversal of inflows, continued geopo-

litical tensions, and unresolved issues at

the Armenian border.

Key conditions and
challenges

In 2022, Armenia absorbed a significant
inflow of migrants, businesses, and cap-
ital following Russia’s invasion of
Ukraine. The country also benefited from
the re-routing of some trade and financial
flows through Armenia. These develop-
ments fueled domestic demand and sup-
ported the appreciation of the currency;
they increased reserve levels and reduced
credit dollarization.
Armenia’s sound macroeconomic policies
(active inflation targeting, adherence to
prudent fiscal policy, and sound financial
sector oversight) have supported general-
ly positive economic performance in the
last few years despite several significant
shocks. Armenia has also pursued signifi-
cant reforms, particularly aimed at reduc-
ing corruption and increasing transparen-
cy. However, significant structural chal-
lenges persist, which result in weak pro-
ductivity, low investment and inability to
attract FDI, limited human capital, an un-
diversified economic structure, and a nar-
row export base and export destinations.

Recent developments

Economic performance in 2022 was unex-
pectedly strong, with real GDP growth
reaching 12.6 percent. Robust growth in
services (up 17.7 percent, yoy) contributed

to approximately three-quarters of total
growth. This was mainly driven by the fi-
nance, IT, transport, accommodation, and
public catering sub-sectors. Industry and
construction grew by 6 percent and 19
percent (yoy), respectively. While mining
contracted by 3.2 percent in real term
(yoy), manufactured base metal products
show 16 percent growth (yoy). Agricul-
ture contracted by 0.7 percent (yoy), re-
flecting challenges in the sector and pos-
sible limitations in actual data collection.
On the demand side, growth was driven
largely by private consumption (up 8.1
percent, yoy) fueled by exceptionally high
inflows of people and funds from Russia,
and by a 10 percent increase in real
wages, driven by strong growth in wages
in IT and finance.
The unemployment rate fell to 11.6 percent
in Q3 2022, down from 15.5 percent at
end-2021, and this is expected to drive sub-
stantial poverty reduction in 2022.
Inflation averaged 8.6 percent in 2022 com-
pared to 7.2 percent in 2021. Inflation eased
from a peak of 10.3 percent (yoy) in
mid-2022 to 8.1 percent (yoy) in January
2023, as the Central Bank of Armenia
(CBA) increased the policy rate by 300 bps
in 2022, and international food and energy
prices eased in recent months. The un-
precedented appreciation of the AMD has
also helped contain inflationary pressures.
Fiscal performance was robust in 2022,
with the budget deficit narrowing from
4.6 percent of GDP in 2021 to 2.2 percent
in 2022 due to strong revenue collection.
Tax revenues rose by 21 percent (yoy)
in nominal terms, mostly driven by VAT
and by increases in income and profit tax

FIGURE 1 Armenia / Real GDP growth and contributions to
real GDP growth
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collection. While current spending grew
only by 4 percent, capital expenditures
increased by 193 percent (yoy), account-
ing for 4.6 percent of GDP, the highest
level in the last decade. This was partly
due to higher defense spending.
Driven by robust economic and fiscal per-
formance and the appreciation of the
AMD, government debt to GDP declined
sharply, down 13.6 percentage points in
2022, bringing the debt to GDP ratio to
46.7 percent by end-2022.
The external balance improved signifi-
cantly in 2022 with an unprecedented in-
crease in exports of goods and services.
Merchandise exports increased by 77.7
percent in 2022 in nominal terms, as
the exports of machines and instruments,
transport vehicles, and precious stones,
surged, partly driven by re-exports to
Russia. In turn, merchandise imports in-
creased by 63.5 percent in 2022. Receipts
both from tourism-related services and
money transfers tripled (yoy) in 2022,
mostly due to a significant increase in in-
flows from Russia. FDI more than dou-
bled, mostly driven by investment in the
financial sector and Russian investment

in the real sector (particularly in mining,
energy, and real estate). International re-
serves were boosted to the historically
high level of USD 3.7 billion, or 4.4
months of import cover, at end-January
2023. As a result of high financial inflows
and the switch to the RUB for gas import
payments, the AMD strengthened signif-
icantly, with the average exchange rate
against the USD appreciating by 14 per-
cent in nominal terms and by 34 percent
in real effective terms (yoy) in 2022.

Outlook

Growth is expected to ease to about 4.5
percent in 2023, due to the high base
of 2022 and a slowdown among trading
partners. Some pick-up in growth in the
medium-term will be supported by con-
sumption and higher private investment.
On the production side, services are ex-
pected to remain the main driver of
growth, followed by industry. Inflation is
forecast to decline gradually to its target
level of 4 percent by 2025. In line with the

Government’s medium-term expenditure
framework, the fiscal deficit is expected
to decrease from a planned 3.1 percent in
2023 to 2.5 percent in 2025. The current
account deficit is forecast to deteriorate
in 2023, after the sharp improvement in
2022, and to stabilize at around 3 percent
of GDP over the medium-term.
Macroeconomic projections suggest that
the population below the UMIC poverty
line (USD 6.85/day, 2017 PPP) will have
decreased from 51.7 percent in 2021 to
41.8 percent in 2022, and to a projected
38.4 percent in 2023. However, high in-
flation, particularly affecting food and re-
al estate, may have a negative impact on
the poorest households.
A reversal in inflows coupled with persis-
tent inflation and further monetary tight-
ening in advanced economies would put
pressure on the currency, potentially re-
sulting in balance sheet pressures and re-
financing challenges. A possible extension
of sanctions to Russia's main trade part-
ners as well as geopolitical developments
are another source of downside risks. On
the upside, stronger inflows from Russia
could lift growth above the forecast.

TABLE 2 Armenia / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -7.2 5.7 12.6 4.4 4.8 5.0

Private Consumption -13.9 3.7 8.1 4.2 4.9 4.4
Government Consumption 9.2 8.4 6.5 1.3 4.3 6.2
Gross Fixed Capital Investment -1.5 6.3 9.5 11.4 7.3 6.7
Exports, Goods and Services -33.5 16.6 54.4 9.8 9.2 8.5
Imports, Goods and Services -31.5 12.9 33.8 10.5 9.5 8.1

Real GDP growth, at constant factor prices -6.8 5.5 13.2 4.4 4.8 5.0
Agriculture -3.7 -0.6 -0.7 1.2 2.0 2.7
Industry -2.5 3.4 9.4 4.9 4.2 3.9
Services -9.6 8.0 18.1 4.7 5.5 5.9

Inflation (Consumer Price Index) 1.2 7.2 8.6 6.5 4.5 4.0

Current Account Balance (% of GDP) -3.8 -3.7 -0.4 -2.2 -2.7 -3.0
Net Foreign Direct Investment Inflow (% of GDP) 0.7 2.5 4.1 2.1 2.2 2.5

Fiscal Balance (% of GDP) -5.1 -4.6 -2.2 -3.1 -2.8 -2.5
Revenues (% of GDP) 26.0 25.0 25.1 25.0 25.2 25.6

Debt (% of GDP)a 63.5 60.3 46.7 49.2 48.6 48.0
Primary Balance (% of GDP) -2.4 -2.0 0.2 -0.2 0.2 0.4

International poverty rate ($2.15 in 2017 PPP)b,c 0.4 0.5 0.3 0.3 0.2 0.2

Lower middle-income poverty rate ($3.65 in 2017 PPP)b,c 6.7 8.7 5.6 4.5 3.8 3.1

Upper middle-income poverty rate ($6.85 in 2017 PPP)b,c 53.2 51.7 41.8 38.4 35.0 31.4

GHG emissions growth (mtCO2e) -1.8 15.4 19.5 7.1 8.3 9.7
Energy related GHG emissions (% of total) 60.3 66.5 72.4 74.5 76.6 78.7

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Includes Governement and CBA debt.
b/ Calculations based on ECAPOV harmonization, using 2021-ILCS. Actual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.
c/ Projection using neutral distribution (2021) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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AZERBAIJAN
Table 1 2022
Population, million 10.2

GDP, current US$ billion 76.8

GDP per capita, current US$ 7533.4

School enrollment, primary (% gross)a 94.3

Life expectancy at birth, yearsa 66.9

Total GHG emissions (mtCO2e) 53.3

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

Economic growth was 4.6 percent in

2022, driven by non-energy sectors

supported by recovering demand and

fiscal expansion. Inflation accelerated

sharply to 13.8 percent, driven by

import prices. In the medium-term,

growth is expected to moderate as

non-energy sector growth returns to

pre-COVID levels while the energy

sector shrinks further. Risks to this

outlook are balanced.

Key conditions and
challenges

Azerbaijan’s continued reliance on hydro-
carbons as a major source of export and
fiscal revenues remains its main vulner-
ability. This poses risks to long-term
growth due to declining oil production,
oil price volatility, and the global transi-
tion away from fossil fuels.
Constraints to private sector development
include a large state footprint in the econ-
omy, lack of a level playing field for
firms, shallow financial markets, and a
weak human capital base.
Another key development challenge for
Azerbaijan is post-conflict reconstruction
in liberated territories, which will re-
quire substantial public resources and
adequate planning and implementation
of investments, to ensure efficiency and
fiscal sustainability.
Azerbaijan’s 2022–2026 Socio-Economic
Development Strategy lays out a reform
plan to move to a private-sector-led
growth model and the development of
human capital, with a target of sustained
5 percent growth in non-energy sectors
during 2022–2026.

Recent developments

The economy expanded by 4.6 percent
(yoy) in 2022, supported by strong
growth in non-energy sectors. The energy

sector shrank by 2.6 percent (yoy) as con-
tinued fall in oil production was only par-
tially offset by an increase in natural gas
production. The non-energy sector grew
by 9.1 percent (yoy) in 2022 compared to
7.2 percent (yoy) in 2021, driven by ser-
vices, including transport (largely due to
trade rerouting following Russia’s inva-
sion of Ukraine), hospitality, and ICT. The
construction sector also performed well,
expanding by 13.4 percent (yoy) due to a
sharp increase in public investment.
On the demand side, consumption grew
at a healthy pace in 2022, supported
by growth in real wages and a surge
in money transfers from Russia (up
5.5-fold, yoy). Investment rebounded
strongly, supported by public invest-
ment largely directed toward recon-
struction in liberated territories.
Inflation rose from 6.7 percent in 2021 to
13.8 percent by end-2022, driven by high
import prices, particularly for food. To
counter inflationary pressures, the Central
Bank of Azerbaijan (CBA) raised the pol-
icy rate by 100 bps during 2022 to 8.25
percent. However, the policy rate remains
negative in real terms.
Soaring energy prices boosted exports in
the first nine months of 2022 with exports
doubling in nominal terms (yoy) while
imports increasing by 28 percent (yoy).
Strong exports coupled with the sharp
increase in money transfers from Russia
pushed the current account to a surplus
of 30.7 percent of GDP over this period.
This was offset partly by net financial
outflows, which picked up to 16.6 per-
cent of GDP, largely driven by invest-
ment repatriation by energy companies.

FIGURE 1 Azerbaijan / Non-oil GDP growth and oil price
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FIGURE 2 Azerbaijan / Official poverty rate and
unemployment rate
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Foreign currency reserves increased by 27
percent in 2022, to USD 9 billion, cover-
ing 5.3 months of imports.
The fiscal balance recorded a surplus of 5.4
percent of GDP in 2022. This was driven by
a 24.7 percent (yoy) nominal increase in fis-
cal revenues. Fiscal spending increased by
17 percent (yoy) due to a 31 percent (yoy)
increase in public investment. Higher fiscal
revenues allowed the Government to cut
transfers from the State Oil Fund of the Re-
public of Azerbaijan (SOFAZ) to the bud-
get in 2022, which increased SOFAZ re-
serves by 9 percent to USD 49 billion (62
percent of GDP). Public debt declined to
11.7 percent of GDP.
Credit to the economy rose by 18 percent
(yoy) in 2022, driven by a 27.3 percent
(yoy) increase in consumer lending. The
bank NPL ratio fell from 4.2 to 2.9 percent
and bank profits increased substantially.

Outlook

Economic growth in 2023 is expected to
moderate to 2.2 percent. On the energy

side, the slowdown is driven by a project-
ed fall in oil and gas production, due to
the main oil field’s declining production
profile and the main natural gas field’s
near full capacity.
Growth in non-energy sectors is expected
to ease to 5.2 percent, after two years of
rapid growth, as it converges to the pre-
COVID growth path. Growth will be sup-
ported largely by services and construc-
tion, which is expected to remain robust
due to strong public investment focused
on reconstruction. In the medium-term,
growth is expected to average 2.5 percent
in the absence of structural reforms.
On the demand side, consumption is esti-
mated to ease in 2023, converging to pre-
COVID levels. Increase in minimum
wages, pensions, and social transfers are
expected to prevent a steeper fall in con-
sumption. Investment is expected to ease
in the medium-term, as the private invest-
ment outlook remains cloudy due to con-
tinuing challenges in the business environ-
ment. External demand is likely to moder-
ate in the medium-term as well, with slow-
ing global growth and weaker prospects
for global energy demand.

Inflation is projected to slow to 8.5 percent
in 2023 as international prices ease, while
remaining above the CBA’s upper range.
Over the medium-term, inflation is expect-
ed to moderate and return to the CBA’s
target interval of 4+/–2 percent by 2025.
The external balance is projected to re-
main in surplus in 2023 supported by
high energy prices. Imports are expected
to remain robust in 2023 supported by
domestic demand, while moderating in
the medium-term as growth slows. The
fiscal balance is estimated to remain in
surplus in the medium-term, averaging
3.9 percent of GDP. High energy rev-
enues are expected to offset higher spend-
ing arising from the implementation of
the recently approved 2022–2026 Socio-
Economic Development Strategy.
The main downside risks to the outlook
include the risk of reversals of money
transfers from Russia and trade rerout-
ing, which has benefited the Azerbaijani
transport sector following the war in
Ukraine. Upside risks in the medium-term
include higher-than-forecasted energy
prices and a potential ramp up of natural
gas exports to the EU.

TABLE 2 Azerbaijan / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -4.3 5.6 4.6 2.2 2.5 2.6

Private Consumption -5.1 7.0 4.9 4.0 3.6 3.6
Government Consumption 4.8 3.8 7.4 4.2 3.1 3.1
Gross Fixed Capital Investment -7.1 -6.0 4.5 3.2 3.3 3.3
Exports, Goods and Services -8.1 5.6 3.3 0.8 1.6 1.8
Imports, Goods and Services -10.5 2.5 3.2 2.7 2.7 2.7

Real GDP growth, at constant factor prices -4.4 5.6 4.6 2.2 2.5 2.6
Agriculture 1.9 3.3 3.4 3.2 3.0 3.0
Industry -5.2 4.1 2.4 0.5 1.0 1.2
Services -4.4 8.6 8.5 4.7 4.5 4.6

Inflation (Consumer Price Index) 2.8 6.7 13.8 8.5 6.2 5.4

Current Account Balance (% of GDP) -0.5 15.2 26.5 19.2 14.8 13.0
Net Foreign Direct Investment Inflow (% of GDP) -1.5 -4.1 -1.5 -1.0 -1.0 -0.9

Fiscal Balance (% of GDP) -6.5 4.2 5.5 4.8 4.0 3.0
Revenues (% of GDP) 33.7 36.5 32.4 33.1 33.1 31.6
Debt (% of GDP) 18.4 16.2 11.7 10.9 10.8 11.0
Primary Balance (% of GDP) -5.7 4.8 5.9 5.1 4.3 3.3

GHG emissions growth (mtCO2e) -1.4 0.9 1.3 0.3 1.0 1.7
Energy related GHG emissions (% of total) 62.6 64.0 64.4 64.3 64.5 64.8

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
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BELARUS
Table 1 2022
Population, million 9.3

GDP, current US$ billion 72.0

GDP per capita, current US$ 7732.1

Upper middle-income poverty rate ($6.85)a 1.3

Gini indexa 24.4

School enrollment, primary (% gross)b 94.2

Life expectancy at birth, yearsb 74.2

Total GHG emissions (mtCO2e) 57.2

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2020), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Real output dropped by 4.7 percent in

2022 after 2.4 percent growth the year be-

fore, largely due to an adverse impact of

sanctions. Households’ real income de-

clined. As the economy was adjusting to

the new environment, trade and financial

dependence on Russia increased. Inflation

picked up significantly and the govern-

ment resorted to administrative price con-

trols to bring it down to 15.2 percent.

Key conditions and
challenges

Belarus’ economy completed 2022 in a
recession with the steepest GDP decline
recorded in the last twenty years. The
economy was adjusting to economic sanc-
tions introduced after the disputed 2020
elections and in response to Belarus’ in-
volvement in Russia’s invasion of
Ukraine. As businesses were exploring
new export transportation routes, supply
chains and markets, foreign trade dynam-
ics and patterns changed accordingly. The
share of Russia and other CIS countries
in total merchandise export destinations
increased from 60 to 68 percent over one
year, while the non-CIS share dropped
to 32 from 40 percent. The share of mer-
chandise imports did not change sub-
stantially. To offset the repercussions of
sectoral economic sanctions and other re-
strictions, the Belarusian authorities in-
creasingly relied on economic support
from Russia. The agreements included:
(i) securing preferential gas prices, which
are close to domestic prices in Russia, to
contain production costs in industry and
heating tariffs for households; (ii) obtain-
ing compensation from Russia for the
‘tax maneuver’ to lower the price of im-
ported crude oil and increasing sales of
refinery products to the Russian market;
and (iii) using Russian ports and other
facilities to reroute export flows.
Sanctions against the financial sector limit-
ed the possibility to borrow from abroad.

The government’s decision to service Eu-
robonds in local currency instead of US$
(including a US$800 million Eurobond
repayment in end-February 2023) result-
ed in a sovereign ratings downgrade to
‘RD’. Belarus reached an agreement with
Russia to defer repayments totaling US$
1.4 billion on bilateral loans from 2022-23
to 2028-33 and on the Nuclear Power
Plant loan from 2023 to 2024.
The authorities seek to reinvigorate
growth by boosting investments into im-
port-substitution projects implemented
jointly with Russia.However, downside
risks remain significant as the likelihood of
additional economic sanctions is high sub-
ject to Belarus’ role in the war in Ukraine.

Recent developments

GDP declined by 4.7 percent, vs. 2.4
percent growth in 2021, reflecting a
broad-based output contraction in man-
ufacturing, construction, transportation,
wholesale, and retail trade due to lo-
gistics and supply chain constraints be-
cause of sectoral sanctions. ICT, the
most rapidly developing sector, record-
ed for the first time an annual output
decline of 2.2 percent (including 10 per-
cent in H2’22) reflecting business relo-
cation and labor outflow. On the expen-
diture side, domestic demand remained
suppressed as final consumption de-
clined and fixed investments contracted
by 14.4 percent by Q3 despite falling real
interest rates reflecting a highly uncertain
business environment.

FIGURE 1 Belarus / Contributions to quarterly GDP growth
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FIGURE 2 Belarus / Actual and projected poverty rate and
real GDP per capita
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Total exports dropped by 5.4 percent
y/y while imports declined by 6.6 per-
cent in nominal US$ terms. As compa-
nies reoriented export destinations to-
wards the East, merchandise exports
to non-CIS countries plunged by 24
percent y/y while CIS increased by
9.1 percent. Merchandise imports from
both destinations dropped, however,
imports from non-CIS countries re-
mained more resilient and even in-
creased from selected EU countries.
As imports declined faster than exports,
foreign trade remained in surplus at 7.5
percent of GDP and supported CA sur-
plus of 4.1 percent of GDP in January
to September 2022.
Headline inflation picked up to 18.1 per-
cent in July. To curb inflation, the au-
thorities introduced price regulations for
330 goods and administratively limited
mark-ups for importers and retail trade
which helped to reduce the CPI to 12.8
percent y/y in December but reduced
the availability of a range of selected
goods. Average annual inflation reached
15.2 percent in 2022.
Households’ real disposable incomes de-
clined by 3.6 percent y/y vs. 2.1 percent

growth in 2021. Based on the upper mid-
dle-income line of US$6.85 a day (2017
PPP), poverty is low and estimated to have
increased slightly in 2022.

Outlook

A weak economic growth is projected
for 2023 as the economy will be further
adjusting to an environment shaped by
sanctions. A small uptick in economic
activity will be supported by a projected
recovery in the petrochemical sector,
machinery and food processing indus-
tries which are oriented towards the
Russian market or have established ex-
port routes through Russia. Accommo-
dating monetary policy to support cred-
it expansion and import-substitution
projects that are planned to be jointly
implemented with and financed by
Russian loans would also support some
recovery in manufacturing. Supply-side
and logistical constraints will still re-
main and will be partially alleviated by
‘parallel’ imports. This will still have an
adverse impact on producers.

Private sector growth will be affected by
tightening business conditions due to
changes in the tax code, which imply a
100 percent increase in tax rate paid by
self-employed physical persons and indi-
vidual entrepreneurs, while the simplified
tax regime for individual entrepreneurs
will be eliminated.
Resuming household income growth will
depend on the extent to which economic
growth can be maintained in a challeng-
ing external environment with con-
strained fiscal space. Poverty is projected
to decrease only marginally in 2023 on
the back of weak growth.
The medium-term prospects remain bleak
as the downside risks remain significant
including the possible introduction of ad-
ditional sectoral sanctions, possible nega-
tive spillovers from the Russian economy,
failures to adjust to the sanctions regime,
and expansionary domestic policies in a
bid to spur growth at the expense of main-
taining macroeconomic and financial sta-
bility. Also, forecasting is affected by an in-
creasing lack of access to important data,
including on fiscal accounts, production
and trade of sanctioned commodities, and
the structure of foreign reserves.

TABLE 2 Belarus / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -0.7 2.4 -4.7 0.6 1.4 1.3

Private Consumption -1.1 4.9 -1.2 0.2 3.1 3.1
Government Consumption -2.0 -0.8 -0.1 0.1 0.6 -0.3
Gross Fixed Capital Investment -3.9 -5.5 -13.3 3.5 2.2 2.5
Exports, Goods and Services -3.7 10.1 -12.3 3.5 4.0 3.0
Imports, Goods and Services -7.4 5.7 -11.4 4.5 6.3 5.2

Real GDP growth, at constant factor prices -0.7 2.4 -4.7 0.6 1.4 1.3
Agriculture 4.8 -4.1 4.4 3.2 2.0 2.6
Industry -0.4 3.1 -6.2 2.1 2.5 2.3
Services -1.8 3.0 -5.1 -1.0 0.4 0.3

Inflation (Consumer Price Index) 5.5 9.5 15.2 11.0 10.0 8.0

Current Account Balance (% of GDP) -0.3 3.1 3.7 -0.1 -0.4 -0.6
Net Foreign Direct Investment Inflow (% of GDP) 2.1 1.9 1.8 1.9 2.0 1.9

Fiscal Balance (% of GDP) -1.7 0.0 -1.3 -1.1 -0.3 0.0
Revenues (% of GDP) 37.9 37.4 34.7 35.2 35.3 35.1
Debt (% of GDP) 41.1 35.8 38.9 42.1 42.0 41.1
Primary Balance (% of GDP) 0.0 1.7 0.2 0.0 0.7 1.0

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 1.3 1.2 1.4 1.3 1.2 1.2

GHG emissions growth (mtCO2e) -2.0 -3.5 -7.6 1.0 -1.5 -1.2
Energy related GHG emissions (% of total) 85.7 85.3 85.2 86.3 86.6 86.6

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on ECAPOV harmonization, using 2020-HHS. Actual data: 2020. Nowcast: 2021-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2020) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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BOSNIA AND
HERZEGOVINA
Table 1 2022
Population, million 3.2

GDP, current US$ billion 23.0

GDP per capita, current US$ 7118.9

Life expectancy at birth, yearsa 76.2

Total GHG emissions (mtCO2e) 24.9

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

Real output growth decelerated to 4

percent in 2022 from 7.4 percent the

year before largely due to an adverse

term of trade shock. The shock acceler-

ated inflation to 14 percent from 2

percent in 2021 and negatively affected

welfare, especially for the less well-off.

EU candidacy status received in De-

cember 2022 could be a catalyst for

delayed structural reforms, raising

medium-term growth. In 2023, low

growth in the EU is expected to

dampen economic activity in BiH.

Key conditions and
challenges

In December 2022, BiH received EU can-
didate status. To start the EU accession
negotiations, the authorities need to ad-
dress 14 largely political measures cov-
ering democracy, rule of law and fun-
damental rights, and public administra-
tion. In parallel, BiH needs to meet eco-
nomic criteria that require progress on in-
ternal market and state institutional inte-
gration, strengthening of state superviso-
ry and regulatory institutions, and reduc-
tion of an oversized public sector.
Macroeconomic stability has been main-
tained over the past decade with the help
of three anchors: the currency board
linked to the Euro, the state-wide collec-
tion of indirect taxes, and EU accession
prospects. Macro stability is also en-
hanced because of fiscal prudence: prior
to the pandemic the authorities ran fiscal
surpluses between 1 and 3 percent of
GDP from 2015 to 2019. The pandemic
and post-pandemic period has seen the
re-emergence of fiscal deficits, yet public
debt levels remain among the lowest in
the region, around 35 percent of GDP.
Nevertheless, despite real income growth
of 3 percent annually since 2015, per capi-
ta GDP has remained at one-third of the
EU27 average. Faster economic conver-
gence toward the EU27 average will be
difficult to achieve with the country’s low
investment rates and a growth model that
relies heavily on private consumption.

Thus, the structural reform agenda needs
to gain momentum. Priority reforms in-
clude enhancing oversight and manage-
ment of SOEs, improving the business
environment, concluding WTO accession,
enhancing employment policies for the
youth, reducing the cost of labor, and
transitioning to green energy from coal.

Recent developments

Real output growth decelerated to 4 per-
cent in 2022, from 7.4 percent the year
before, as a result of two countervailing
forces. First, a robust increase in domestic
demand of an estimated 6.3 percent dri-
ven by private consumption in addition
to a surge in investment; and second, ad-
verse terms of trade shock compound-
ed by investment-driven imports, which
caused a widening of negative net ex-
ports by 26 percent. Private consumption
decelerated starting in Q3 of 2022 due to
high inflation eroding real disposable in-
come, while on the supply side industri-
al production growth sharply slowed to
1 percent in 2022.
Inflation jumped to 14 percent in 2022
compared to 2 percent in 2021. This sharp
rise was driven by surging food and trans-
port prices that grew 22 percent and 26
percent respectively compared to the pre-
vious year, and which created challenges
for poverty reduction by negatively affect-
ing welfare especially among the poor and
vulnerable households. This jump in
prices reflected in part the adverse terms
of trade shock of a sharp increase in

FIGURE 1 Bosnia and Herzegovina / Real GDP growth and
contributions to real GDP growth
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FIGURE 2 Bosnia and Herzegovina / Labor market
indicators
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import prices of processed food and oil
products, with the latter feeding into
higher prices of other products.
Labor market participation and the em-
ployment rate remained unchanged dur-
ing the first three quarters of 2022, al-
though high unemployment persists at
about 14.8 percent, according to LFS Q3.
During 2022, stronger tax revenues sup-
ported by high inflation were more than
offset by higher spending, which is ex-
pected to result in a fiscal deficit of 0.9
percent of GDP in 2022. This compares to
a deficit of 0.3 percent of GDP last year,
and 5.3 percent of GDP in 2020. Expen-
ditures in 2022 are driven by social mea-
sures softening the inflationary impact on
households and pre-election spending, in-
cluding wage hikes, and higher capital
expenditures. Nevertheless, public debt
remains sustainable at around 35 percent
of GDP. Adverse terms of trade and in-
vestment-driven imports widened the
merchandise trade deficit to 24.4 percent
of GDP or by 4.8 percentage points in
2022 compared to the year before. The
current account deficit as a result broad-
ened to an estimated 3.1 percent of GDP
in 2022 compared to 2.3 percent in 2021.

External financing largely entails net FDI
inflows and government borrowing.

Outlook

Real GDP is expected to decelerate to 2.5
percent in 2023 as private consumption
growth halves due to weakening real dis-
posable income, and negative net exports
further deteriorate due to weak output
growth in BiH’s main export markets. Real
output growth is set to reach 3.5 percent by
2025 driven largely by private consump-
tion supported by remittances. Invest-
ments in energy and infrastructure are ex-
pected to add to the growth stimulus, al-
though not to the same extent as in 2021
and 2022. With general elections complet-
ed (October 2022), the attention of policy
makers could turn to the structural reform
agenda needed for EU accession.
Regarding fiscal policy, phased-out pre-
election spending and one-off expendi-
tures in response to the price shock will be
in part offset by higher interest payments
and the pension hike. That said, a return to
fiscal surpluses is expected by 2024.

Inflationary pressures started dissipating
toward the end of 2022, and a continuation
of this trend is expected in 2023. Neverthe-
less, inflation is projected to remain around
5 percent in 2023, significantly above pre-
pandemic levels. Barring further external
shocks, inflation is expected to stabilize in
2024-25 at rates seen prior to the pandemic,
at around 2 percent and lower.
Downside risks dominate the outlook. Pro-
tracted effects of Russia’s invasion of
Ukraine could have a negative impact on
aggregate demand through depressed con-
sumer and business confidence. Further-
more, war-related uncertainties can damp-
en the recovery in the EU, adversely im-
pacting demand for BiH exports, except
for energy. Adverse labour market devel-
opments across the EU could also limit re-
mittances inflows (about 8 percent of
GDP), which support private consump-
tion. Inflation, possible lower aggregate
demand, and limited remittances inflows
create additional challenges for poverty re-
duction going forward. Finally, geopoliti-
cal spillovers could further aggravate do-
mestic political frictions with adverse con-
sequences for the much-needed structural
reform push.

TABLE 2 Bosnia and Herzegovina / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -3.3 7.1 4.0 2.5 3.0 3.5

Private Consumption -4.5 4.0 3.0 2.3 2.5 2.8
Government Consumption 0.5 6.1 2.7 0.5 0.3 0.5
Gross Fixed Capital Investment -22.0 33.3 19.7 3.5 3.4 2.7
Exports, Goods and Services -8.5 5.0 9.9 7.0 6.8 6.9
Imports, Goods and Services -13.4 8.0 12.0 5.0 4.0 3.7

Real GDP growth, at constant factor prices -3.0 7.4 4.0 2.5 3.0 3.5
Agriculture -1.5 3.4 3.5 3.3 3.3 3.2
Industry -3.0 2.0 2.6 3.0 3.2 3.2
Services -3.2 10.1 4.6 2.2 2.9 3.6

Inflation (Consumer Price Index) -1.1 2.0 14.0 5.0 2.1 1.9

Current Account Balance (% of GDP) -4.0 -2.3 -3.1 -5.1 -5.2 -4.9
Net Foreign Direct Investment Inflow (% of GDP) 2.0 3.3 3.0 3.2 3.5 3.4

Fiscal Balance (% of GDP) -5.3 -0.3 -0.9 0.1 0.8 1.0
Revenues (% of GDP) 41.6 43.5 39.8 39.6 39.6 39.3
Debt (% of GDP) 40.3 38.0 35.9 35.8 35.5 35.1
Primary Balance (% of GDP) -4.0 1.0 -0.1 0.9 1.6 1.8

GHG emissions growth (mtCO2e) -4.6 4.5 2.2 1.3 1.6 1.6
Energy related GHG emissions (% of total) 86.3 86.5 86.6 86.6 86.7 86.7

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.

MPO Apr 2351



BULGARIA
Table 1 2022
Population, million 6.8

GDP, current US$ billion 89.0

GDP per capita, current US$ 13135.3

International poverty rate ($2.15)a 0.2

Lower middle-income poverty rate ($3.65)a 1.4

Upper middle-income poverty rate ($6.85)a 4.5

Gini indexa 40.5

School enrollment, primary (% gross)b 85.2

Life expectancy at birth, yearsb 73.6

Total GHG emissions (mtCO2e) 50.1

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

Following robust growth in 2022, the

Bulgarian economy is set to slow down in

line with EU trends. Inflation is expected

to decelerate in 2023 but remain elevated.

The fiscal position will likely worsen giv-

en the growth deceleration and rollover of

government support measures. Political

instability is already taking its toll on

the prospects of absorption of EU funds

and eurozone accession plans. Poverty

reduction is expected to slow down as

Bulgaria faces slower growth and pro-

longed elevated inflation.

Key conditions and
challenges

Bulgaria’s economic growth had slowed
markedly in the decade before the
Covid-19 pandemic. The country’s
growth potential is constrained by ad-
verse demographic trends that result in a
rapid decline in its working-age popula-
tion. This, coupled with a relatively low
number of years in schooling and declin-
ing quality of education as measured by
international assessments, has been un-
dermining Bulgaria’s growth prospects.
In addition, private sector expansion has
been hindered by institutional weakness-
es and insufficient enforcement of fair
competition, which leads to resource mis-
allocation away from the most productive
firms. Public investment management is
also suboptimal, particularly in ensuring
investment efficiency and open and fair
competition in public procurement. If
Bulgaria succeeds in overcoming these
challenges with an ambitious reform
agenda, it could accelerate its economic
growth to above 4 percent in the period
up to 2050. Under a no-reform scenario,
however, growth may slow down to 1.2
percent by the middle of the century.
Bulgaria’s development path has not been
inclusive enough. Despite significant
poverty reduction, poverty rates continue
to be high by EU standards. Poverty in-
cidence (US$6.85 2017 PPP) declined by
9.6 percentage points in 2015-2020, reach-
ing 4.5 percent in 2020. Inequality has

been increasing, and the country has the
highest income inequality in the EU, with
a Gini Index (of equivalized disposable
income) of 39.7 in 2020. The at-risk-of-
poverty rate (AROP) has shown an up-
ward trend, with 22.1 percent of the pop-
ulation falling below the national poverty
line in 2020 (income year), one of the
highest in the EU. Regional disparities,
and sizable differences across groups,
such as Roma and women, are still highly
prevalent. High inequality is linked to
persistent disparities in labor market out-
comes, inadequate coverage of the social
protection system, and a fiscal system
characterized by limited progressivity.

Recent developments

GDP growth exceeded expectations in
2022, as the economy expanded by 3.4 per-
cent. Even if the deceleration of growth
continued in Q4, the economy proved to
be more resilient in 2022 than earlier fore-
casted. Throughout the year, the main
growth driver remained final consump-
tion on the back of labor market buoyan-
cy and increased government spending.
In 2022, the labor market recovered to its
pre-Covid level, with employment reach-
ing 54.9 percent in Q4/2022, and unem-
ployment down to 3.9 percent against the
backdrop of labor scarcity.
Bulgaria recorded one of the highest in-
flation rates among EU countries in 2022,
with annual average CPI inflation reach-
ing 15.3 percent. Imported inflation
through higher energy and food prices

FIGURE 1 Bulgaria / Real GDP growth and contributions to
real GDP growth
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FIGURE 2 Bulgaria / Actual and projected poverty rates and
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after Russia’s invasion of Ukraine was
the key factor. While headline CPI infla-
tion (in y/y terms) started decelerating in
October 2022, core inflation (food and en-
ergy excluded) went down only in Janu-
ary, 2023, to 12.2 percent y/y. Although y/y
CPI inflation surpassed nominal wage
growth in most months of 2022, the gap
was less than 2 percentage points on av-
erage for the year, which helped contain
the impact on the real purchasing power of
workers. Moreover, the significant boost to
pensions in response to the Covid-19 crisis
and inflation – by between 56 percent and
136 percent in 2022 depending on the pen-
sion type - supported real incomes of pen-
sioners. Nevertheless, food price inflation
– 22 percent on average in 2022 - dispro-
portionately impacted poorer households
as they spend significantly higher shares of
their income on food items.
The fiscal deficit in 2022 surprised on the
positive side, reaching 0.8 percent of GDP
on cash basis. The accrual-basis deficit was
estimated by the Ministry of Finance at
0.1pp below the 3 percent EU ceiling.
While current expenditure grew substan-
tially on Covid-19 and inflation-mitigation

measures, the deficit was contained due to
the revenue-boosting impact of inflation
and underperformance on capital spend-
ing. The receipt of the first tranche under
the National Recovery and Resilience Plan
(NRRP) also raised revenues, while not re-
sulting in corresponding expenses due to
its late-year arrival. Separately, the current
account deficit remained marginal thanks
to strong surplus on services trade.

Outlook

Bulgaria’s economy is expected to slow
down substantially in 2023 – to 1.5 percent
- in tune with the downward trend in the
eurozone. Growth may be further sup-
pressed if Bulgaria fails to deliver on the
reforms embedded in the milestones under
the NRRP, resulting in a freeze or reduc-
tion of upcoming tranches, depriving the
country of substantial resources.
Inflation will continue to subside but re-
main elevated in 2023. The fiscal deficit is
projected to expand to 3.6 percent of GDP
due to the economic slowdown and the

rollover of fiscal discretionary measures to
2023. The current account is projected to
move to a slight surplus in 2024-2025 due
to expected downward adjustment of im-
port prices of key raw materials.
Bulgaria’s outlook continues to be marred
by prolonged political instability. In ad-
dition to creating an unpredictable busi-
ness environment, the political impasse is
already impeding the implementation of
reforms, the NRRP and eurozone acces-
sion plans. The lack of a working parlia-
ment has prevented the passage of key
pieces of legislation, set as milestones un-
der the NRRP and as commitments under
the country’s roadmap for euro adoption.
Should this situation linger on, the coun-
try may lose EU funds and may delay
its eurozone entry beyond the likely 2025,
which would take a toll on its growth
prospects and slow down convergence to
average EU income levels.
The economic slowdown and prolonged
inflationary pressures are expected to de-
celerate poverty reduction, with poverty
($6.85/day PPP) declining slowly, from
4.5 percent in 2020 to 3.6 and 3.5 percent
in 2022 and 2023, respectively.

TABLE 2 Bulgaria / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -4.0 7.6 3.4 1.5 2.8 3.0

Private Consumption -0.6 8.8 4.8 2.2 3.9 4.7
Government Consumption 8.3 0.4 6.5 4.8 2.7 2.1
Gross Fixed Capital Investment 0.6 -8.3 -4.3 1.6 3.8 5.1
Exports, Goods and Services -10.4 11.0 8.3 3.2 5.7 6.6
Imports, Goods and Services -4.3 10.9 10.5 4.4 6.5 7.8

Real GDP growth, at constant factor prices -4.0 8.0 3.4 1.5 2.8 3.0
Agriculture -3.3 28.8 -0.8 0.2 1.5 1.2
Industry -8.2 1.7 12.5 3.9 6.5 5.2
Services -2.5 8.7 0.8 0.8 1.6 2.3

Inflation (Consumer Price Index) 1.7 3.3 15.3 8.7 4.8 3.7

Current Account Balance (% of GDP) 0.0 -0.5 -0.4 -0.3 0.6 0.9
Net Foreign Direct Investment Inflow (% of GDP) 4.5 1.4 2.2 1.9 2.7 3.0

Fiscal Balance (% of GDP) -2.9 -2.7 -0.8 -3.6 -2.5 -1.4
Revenues (% of GDP) 36.8 37.7 39.2 37.6 38.6 39.4
Debt (% of GDP) 24.6 23.9 19.3 21.5 20.4 19.6
Primary Balance (% of GDP) -2.4 -2.3 -0.4 -3.4 -2.2 -1.2

International poverty rate ($2.15 in 2017 PPP)a,b 0.2 0.2 0.2 0.2 0.2 0.2

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 1.4 1.1 1.0 1.0 0.9 0.8

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 4.5 3.8 3.6 3.6 3.5 3.4

GHG emissions growth (mtCO2e) -4.2 6.5 6.0 2.3 4.1 3.7
Energy related GHG emissions (% of total) 80.4 77.7 75.7 74.0 72.1 70.5

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 ECAPOV harmonization, using 2021-EU-SILC. Actual data: 2020. Nowcast: 2021-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2020) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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CROATIA
Table 1 2022
Population, million 3.9

GDP, current US$ billion 71.0

GDP per capita, current US$ 18368.9

International poverty rate ($2.15)a 0.3

Lower middle-income poverty rate ($3.65)a 0.8

Upper middle-income poverty rate ($6.85)a 2.1

Gini indexa 29.6

School enrollment, primary (% gross)b 92.9

Life expectancy at birth, yearsb 77.7

Total GHG emissions (mtCO2e) 19.5

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

Real GDP growth in Croatia remained

strong in 2022, with favorable develop-

ments concentrated in the first half of

the year. The country is expected to

avoid contraction in 2023 but growth is

set to be subdued before strengthening

in 2024. Fiscal deficit is projected to re-

main relatively contained ensuring fur-

ther decline in public debt. Progress in

poverty reduction has slowed with the

poverty rate expected to have declined

modestly to 1.4 percent in 2022.

Key conditions and
challenges

By entering the euro area and Schengen
zone in 2023 Croatia has achieved its key
strategic objectives but economic conver-
gence is far from complete. GDP per capita
(in Purchasing Power Parity nominal
terms) reached 70 percent of the average
EU27 level in 2021 and further improve-
ments in living standards will critically de-
pend on productivity improvements.
Croatia’s productivity is lagging its region-
al peers and is far from the EU frontier.
This reflects low levels of Research &
Development (R&D) investments, inno-
vation and technology adoption, weak-
nesses in managerial and organizational
practices, and constraints on competition.
In addition, while institutions have im-
proved, some lingering structural con-
straints remain, especially regarding ad-
ministrative capacity, red tape, and ju-
dicial quality and efficiency. Closing the
productivity gap with the top performing
EU economies would markedly speed up
income convergence but this will require
an ambitious and comprehensive set of
reforms aimed at strengthening institu-
tions, reducing market inefficiencies, and
upgrading firms’ capabilities.
Over the short and medium term, the main
risks include the elevated uncertainty due
to Russia’s invasion of Ukraine and related
developments in wholesale energy and
food prices and their pass-through to retail
prices. Risks of energy supply disruptions

in Croatia and its main trading partners al-
so remain elevated and could lead to lover
economic growth if they would material-
ize. In general, intensification of geopolit-
ical tensions would further amplify com-
modity disruptions and supply bottle-
necks leading to adverse real income and
confidence effects. Inflation could also re-
main higher and more persistent than cur-
rently expected requiring stronger than
projected monetary tightening with nega-
tive effects on the eurozone and the do-
mestic economy. Furthermore, investment
projection growth for 2023 largely relies
on strong utilization of EU funds by the
government, which will depend on im-
proving the absorption capacity of all
stakeholders. On the upside, greater re-
silience of private sector and stronger
than expected demand for tourism could
strengthen the growth outlook.

Recent developments

Croatia's real GDP growth in 2022 was
strong, at 6.3 percent, supported by robust
personal consumption and investments.
Favorable developments were, however,
concentrated in the first half of the year.
Rising inflation, decline in real disposable
incomes, and elevated uncertainty sur-
rounding Russia’s invasion of Ukraine led
to a sharp decline in personal consumption
at the end of the year. Exports of goods and
services also moderated following nega-
tive external developments. However, in-
vestment activity held up relatively well,
despite rising financing costs. Weakening

FIGURE 1 Croatia / Real GDP growth and contributions to
real GDP growth
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FIGURE 2 Croatia / Actual and projected poverty rates and
real GDP per capita
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of aggregate demand was reflected in man-
ufacturing, which showed negative quar-
terly growth rates at the end of the year,
while construction activity continued to
expand. In 2022, employment growth con-
tinued, and the labor market remained rel-
atively tight, but wages failed to keep up
with rising inflation. Consumer prices in
Croatia accelerated throughout 2022, with
year average inflation of 10.7 percent. Price
pressures somewhat eased at the begin-
ning of 2023 with moderation in energy
and food prices. Croatian authorities pre-
vented stronger spillovers from high
wholesale energy prices on CPI by adopt-
ing relatively generous stimulus packages
at the beginning of the fourth quarter last
year. Nonetheless, the budget is estimated
to have been broadly balanced in 2022, a
significant improvement from 2021. This
mainly reflects strong growth in revenues
and discontinuation of COVID-19 support
schemes. Economic growth and fiscal ad-
justment led to a marked decline in pub-
lic debt, which is estimated to have de-
clined to around 68 percent of GDP at the
end of 2022.
The rebound of the labor market com-
bined with the government’s assistance,
supported household income. Poverty is
estimated to have declined modestly from

1.7 percent in 2021 to 1.4 percent in 2022.
However, rising inflation dampened
households’ purchasing power, especially
for the poorest. Namely, those at the bot-
tom quintile of the income distribution
faced estimated inflation that was 2 per-
centage points higher than those at the
top quintile due to the composition of
their consumption basket.

Outlook

Growth in Croatia is projected to deceler-
ate to 1.3 percent in 2023 before strength-
ening to 2.8 percent in 2024. Personal con-
sumption growth in 2023 is expected to
slow down but is projected to remain
positive as real incomes improve, sup-
ported by a catch-up in real wage growth,
resilience of labor markets, and continued
fiscal support. At the same time, invest-
ment growth is expected to be under-
pinned by a pick-up in government in-
vestments, largely financed from EU
funds, while, on the other hand, rising
financing costs are projected to dampen
private sector investments. Despite wors-
ening of the external outlook, exports are
also expected to grow further as demand

for travel remains strong. Beyond the near
term, Croatia's economic growth is set to
gradually recover from a weak 2023 as un-
certainty declines, the energy market price
pressures fade, remaining supply bottle-
necks are resolved, and the external out-
look improves. Further strengthening of
economic activity is expected to have pos-
itive effects on labor market develop-
ments, with employment growth picking
up, and unemployment rate declining to
below 6.5 percent in 2025. This also
means that the labor market is expected
to remain tight, especially in construction
and services sectors. Notwithstanding la-
bor supply shortages, inflation is project-
ed to gradually decline over the fore-
cast horizon towards ECB's target level
of close to 2 percent, following tightening
of monetary policy and unwinding of
supply-side constraints. The fiscal balance
might slightly worsen compared to 2022,
averaging -1.3 percent of GDP over the
forecast horizon, but will continue to sup-
port a decline in public debt that will fall
below 60 percent of GDP in 2025.
Progress in poverty reduction is project-
ed to stall with the poverty rate expected
to stay stagnant in 2023 before declining
marginally over the next two years, to
1.2 percent in 2025.

TABLE 2 Croatia / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -8.6 13.1 6.3 1.3 2.8 3.0

Private Consumption -5.1 9.9 5.2 1.1 2.8 3.0
Government Consumption 4.3 3.0 3.0 2.0 2.4 2.7
Gross Fixed Capital Investment -5.0 4.7 5.8 3.2 2.9 3.2
Exports, Goods and Services -23.3 36.4 25.4 3.6 4.9 4.2
Imports, Goods and Services -12.4 17.6 25.0 4.2 4.6 4.0

Real GDP growth, at constant factor prices -7.5 12.6 6.5 1.3 2.8 3.0
Agriculture -0.2 8.2 6.0 2.5 2.5 2.5
Industry -4.1 9.0 2.3 1.0 3.0 3.0
Services -9.1 14.2 8.0 1.3 2.8 3.1

Inflation (Consumer Price Index) 0.2 2.6 10.7 7.2 3.2 2.3

Current Account Balance (% of GDP) -0.5 1.8 -1.8 -1.4 -0.8 0.3
Net Foreign Direct Investment Inflow (% of GDP) 1.4 4.8 5.2 4.5 4.1 4.0

Fiscal Balance (% of GDP) -7.3 -2.6 0.2 -1.5 -1.3 -1.1
Revenues (% of GDP) 46.7 45.9 44.8 44.0 43.0 42.2
Debt (% of GDP) 87.0 78.4 67.5 63.3 60.7 58.5
Primary Balance (% of GDP) -5.3 -1.1 1.4 -0.3 0.0 0.1

International poverty rate ($2.15 in 2017 PPP)a,b 0.3 0.3 0.3 0.3 0.3 0.3

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 0.8 0.6 0.5 0.5 0.5 0.5

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 2.1 1.7 1.4 1.4 1.3 1.2

GHG emissions growth (mtCO2e) -5.9 9.8 5.4 0.7 0.3 0.1
Energy related GHG emissions (% of total) 88.4 88.6 88.5 88.1 87.6 87.0

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 ECAPOV harmonization, using 2021-EU-SILC. Actual data: 2020. Nowcast: 2021-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2020) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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GEORGIA
Table 1 2022
Population, million 3.7

GDP, current US$ billion 24.6

GDP per capita, current US$ 6657.6

International poverty rate ($2.15)a 5.5

Lower middle-income poverty rate ($3.65)a 19.1

Upper middle-income poverty rate ($6.85)a 55.4

Gini indexa 34.2

School enrollment, primary (% gross)b 100.8

Life expectancy at birth, yearsb 72.8

Total GHG emissions (mtCO2e) 18.1

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Growth is estimated at 10.1 percent in

2022 due to strong money inflows from

Russia and recovery in tourism and in-

vestment. As a result, employment re-

covered and poverty continued to fall.

Strong revenue collection contributed to

the halving of the fiscal deficit. Growth

is expected to slow down in 2023 while

uncertainty remains high.

Key conditions and
challenges

Georgia has made much progress over
the past decade. As a result of sound
economic management, GNI per capita
converged toward EU levels, increas-
ing from USD 3,048 in 2010 to USD
4,608 in 2021 (constant 2015 USD). The
poverty rate (measured by the nation-
al poverty line) was more than halved
over the same period.
Nevertheless, structural challenges per-
sist, notably weak productivity and lim-
ited high-quality job creation. More than
a third of all workers are engaged in
low-productivity agriculture. Poor learn-
ing outcomes and lack of skills also con-
stitute a barrier to private sector growth.
Because of its trade openness and re-
liance on tourism, Georgia is vulnerable
to external shocks. High dollarization
and persistent dependence on external
savings increase the risks associated
with foreign exchange depreciation.
Nevertheless, the swift post-pandemic
rebound and the recovery from the ini-
tial impact of Russia’s invasion of
Ukraine and related sanctions have
demonstrated growing economic re-
silience, supported by sound macroeco-
nomic management. The application for
EU candidacy initiated in 2022 provides
opportunities for further income con-
vergence while requiring significant and
sustained reforms, which if not under-
taken, could lead to further tensions.

Recent developments

Growth in 2022 is estimated at 10.1 per-
cent, buoyed by a surge in money trans-
fer inflows (up 86 percent, yoy), largely
from Russia, and by the recovery of
tourism. Investment, on a downward
trend since 2019, recovered in 2022. How-
ever, in the face of high inflation, private
consumption fell slightly in real terms.
Inflation eased in Q4 2022 as global food
and energy prices declined. Some de-
mand-side pressures persisted. High
rental rates (up 37.4 percent, yoy) and
food prices (up 16 percent, yoy) account-
ed for almost 70 percent of the 9.8 per-
cent headline inflation (eop), stimulated
by the large inflows of money and people
following the war in Ukraine. Since
March 2022, the National Bank of Geor-
gia has kept the monetary policy rate un-
changed at 11 percent.
The current account deficit is estimated
to have narrowed sharply in 2022 in re-
sponse to robust growth in remittances,
tourism proceeds, and exports of goods.
Exports grew by 31.8 percent (yoy) in
nominal terms (USD), driven by re-ex-
ports of used cars, and favorable market
prices for Georgia-produced raw materi-
als (copper and nitrogen fertilizers). Im-
ports also expanded strongly with a 33.8
percent increase (yoy), driven by strong
growth in food and fuel imports and cap-
ital goods. International reserves benefit-
ed from strong foreign exchange inflows,
increasing to USD 4.9 billion, providing
around 4.3 months of import cover.

FIGURE 1 Georgia / Money inflow by country of origin
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FIGURE 2 Georgia / Actual and projected poverty rates and
real GDP per capita
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Strong growth supported fiscal revenues
in 2022, which increased by 28 percent
in nominal terms. Meanwhile, current
spending grew by 9.1 percent (yoy). A
key driver of fiscal consolidation in 2022
was the unwinding of COVID-19-related
measures, including temporary social
programs. Capital expenditure went up
by 27.7 percent in 2022 in nominal terms.
As a result, the fiscal deficit narrowed to
3.5 percent of GDP in 2022. Public debt
stock continued to fall, largely benefiting
from the contained fiscal deficit and the
appreciation of the GEL.
Against this backdrop, the poverty rate
(at USD 6.85 a day, 2017 PPP terms) is
estimated to fall to 52.2 percent in 2022.
While food inflation adversely impacted
poorer households (including the elder-
ly and Targeted Social Assistance recip-
ients), social protection measures helped
to soften the negative impact for house-
holds in extreme poverty.

Outlook

Growth is expected to ease to 4.4 percent
in 2023, reflecting a projected slowdown

among trading partners and tightened fi-
nancial conditions. Growth is expected to
stabilize at around 5 percent of GDP for
2024–25 as Georgia benefits from the re-
covery of trading partners.
Despite continued pressures likely on the
demand side, inflation is expected to fall
gradually. In the medium-term, as global
commodity prices ease, positive real in-
terest rates and the Government’s fiscal
consolidation efforts are all likely to sup-
port a more sustainable return to the in-
flation target of 3 percent by 2025. Mon-
etary policy is expected to remain tight
until inflationary pressures subside.
The economic recovery suggests that
prospects for poverty reduction are
promising. The overall poverty rate
is expected to decline, driven by
higher wages and improvements in
the labor market.
Despite the widening trade deficit, the
current account deficit is expected to
remain contained in 2023. Windfalls
from the war in Ukraine are expected
to stabilize in 2023 and subside in
2024, but the current account deficit
should remain well below pre-war lev-
els because of the continued recovery in
tourism, a flexible exchange rate policy,

and continued efforts to improve Georgia’s
export competitiveness.
The 2023 state budget law reflects
the Government’s commitment to fis-
cal consolidation and improved fiscal
discipline by reducing the deficit and
public debt to 2.9 percent and 38.7
percent of GDP, respectively. To boost
revenue collection, the authorities are
committed to the rationalization of tax
expenditures, which, together with a
reduction in recurrent spending, will
contribute to fiscal consolidation.
There are substantial risks to the out-
look, reflecting the war in Ukraine and
broader uncertainties. Monetary tighten-
ing in advanced economies, or a re-
versal in money inflows, could hinder
growth, put pressure on the currency,
and increase debt levels and financing
needs. Currency mismatches due to dol-
larization and a high exchange-rate
pass-through would also exacerbate vul-
nerability to currency depreciation. On
the upside, tighter monetary and fiscal
policy, with adequate buffers, is expect-
ed to help cushion a potential shock,
while exchange rate flexibility would
help shield reserve levels by supporting
an adjustment in imports.

TABLE 2 Georgia / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -6.8 10.5 10.1 4.4 5.0 5.0

Private Consumption 8.8 8.7 -1.8 2.0 2.5 3.0
Government Consumption 7.1 7.7 0.7 9.8 4.9 4.8
Gross Fixed Capital Investment -16.5 -12.6 44.6 9.6 4.5 9.0
Exports, Goods and Services -37.6 24.3 25.6 2.5 11.0 10.0
Imports, Goods and Services -16.6 11.2 10.0 3.0 5.9 7.8

Real GDP growth, at constant factor prices -6.6 10.4 10.1 4.4 5.0 5.0
Agriculture 8.1 0.1 2.0 4.0 4.0 2.0
Industry -6.8 5.9 8.0 4.0 5.0 5.0
Services -8.1 13.0 11.6 4.5 5.1 5.3

Inflation (Consumer Price Index) 5.2 9.6 11.9 6.6 3.5 3.0

Current Account Balance (% of GDP) -12.5 -10.4 -3.0 -4.6 -5.1 -5.0
Net Foreign Direct Investment Inflow (% of GDP) 3.6 4.9 7.5 4.0 4.7 5.5

Fiscal Balance (% of GDP) -9.8 -7.1 -3.5 -2.9 -2.3 -2.1
Revenues (% of GDP) 25.2 25.2 27.0 25.8 25.9 25.8
Debt (% of GDP) 60.1 49.6 41.3 38.7 38.0 37.3
Primary Balance (% of GDP) -8.2 -5.7 -2.4 -1.6 -1.2 -1.1

International poverty rate ($2.15 in 2017 PPP)a,b 5.8 5.5 4.4 4.0 3.5 3.2

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 21.4 19.1 15.9 14.9 13.6 12.6

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 58.3 55.4 52.2 49.7 47.0 44.4

GHG emissions growth (mtCO2e) -3.4 2.1 4.1 3.9 1.4 0.8
Energy related GHG emissions (% of total) 53.8 55.0 57.5 59.5 60.5 61.3

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on ECAPOV harmonization, using 2021-HIS. Actual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2021) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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KAZAKHSTAN
Table 1 2022
Population, million 19.2

GDP, current US$ billion 220.1

GDP per capita, current US$ 11476.5

Upper middle-income poverty rate ($6.85)a 14.3

Gini indexa 27.8

School enrollment, primary (% gross)b 100.3

Life expectancy at birth, yearsb 71.4

Total GHG emissions (mtCO2e) 228.1

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

The economy grew by 3.2 percent in

2022. However, a surge in inflation has

squeezed the real incomes of low-income

households and could undermine efforts

to reduce poverty. Inflation is expected

to moderate and growth momentum to

build in 2023. Russia’s invasion of

Ukraine and geopolitical tensions, with

their attendant risks for disruption in

oil transportation, pose downside risks

for Kazakhstan.

Key conditions and
challenges

Since the 2000s, Kazakhstan has seen re-
markable economic growth, resulting in a
higher living standard and reduced pover-
ty. The country removed trade barriers,
privatized a substantial portion of state as-
sets, and opened its energy sector to FDI.
Despite this progress, the country still faces
profound challenges. Since 2008, average
real GDP growth fell to less than 4 percent
as productivity gains stalled. This slowing
dynamic, coupled with rising living costs,
has intensified public discontent over in-
equality and elite capture, culminating in
the violent protests of January 2022.
Torenewstronggrowth,theauthoritiesshould
prioritizestructural reformsthat increasecom-
petition, reform SOEs, and strengthen the effi-
ciencyofpublicinstitutions.SinceKazakhstan's
economyreliesheavilyonoil-relatedrevenues,
and given the global shift toward decar-
bonization, the Government should focus
on diversifying the economy. The transition
to renewable energy needs to be accelerated
to ensure a sustainable and resilient eco-
nomic future. Investing in renewables, im-
plementing carbon taxes, and energy tariff
reformsarekeyareas toachievingthis.

Recent developments

Despite challenges from decreased oil
production and supply-chain issues

stemming from the country's economic
ties with Russia, Kazakhstan recorded 3.2
percent GDP growth in 2022. Growth
was driven by non-oil exports to neigh-
boring countries and investment growth
of 7.9 percent, primarily in resource sec-
tors, while consumer demand weakened
as real incomes shrank under the weight
of high inflation. Growth was also sup-
ported by an inflow of Russian
tourists/immigrants and financial in-
flows, notably following the announce-
ment of mass conscription in Russia
in September. Additionally, following
the war in Ukraine, some companies
relocated to Kazakhstan, contributing
to increased trade with Russia. On the
supply side, agriculture, manufactur-
ing, construction, and services sectors
all contributed to growth.
The current account recorded a surplus
of US$6.2 billion in 2022, supported by
high oil export values, a significant re-
versal from the US$7.9 billion deficit in
2021. The acceleration in FDI was likely
due to the high oil prices that drove in-
vestment into mining. Gross internation-
al reserves grew slightly and stood at 7
months of import cover by end-2022.
Inflation reached 21.3 percent (yoy) by
February 2023, the highest in over 20
years, as a result of rising import prices,
the large minimum wage and pay in-
creases following the riots, and the de-
preciation of the tenge. Food prices have
risen especially sharply. The Central
Bank (NBK) tightened its policy rate
to 16.75 percent in February 2023 from
10.25 percent a year ago. Following a de-
preciation of 8 percent against the US

FIGURE 1 Kazakhstan / Real GDP growth and contributions
to real GDP growth
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FIGURE 2 Kazakhstan / Poverty rate, percent of population
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dollar in 2022, the tenge has remained
stable in 2023.
The Government increased spending
in 2022, on measures to alleviate the
negative impacts of the war in Ukraine
and the rising cost of living. Notably,
it increased its welfare-enhancing pro-
grams and transfers to local govern-
ments by a total of 3 percent of GDP.
Despite the higher spending, improved
tax collection from both oil and non-
oil resulted in higher revenues and de-
livered a fiscal surplus of 0.4 percent
The banking sector has remained re-
silient with robust capital and liquidi-
ty levels. Prior to the war in Ukraine,
Russian subsidiaries held about 15
percent of assets, but, following sanc-
tions, this fell to 0.4 percent. Real
corporate loans contracted in Decem-
ber (yoy), while reduced consumer de-
mand moderated lending growth to
households. NPL rates reached 3.6
percent in December 2022, slightly up
from 3.3 percent a year earlier.
The unemployment rate held steady
at 4.9 percent throughout 2022. Labor
strikes and a 41 percent increase in the
minimum wage drove up real wages
by 2.8 percent in Q4 (yoy).

Outlook

The economy is expected to see a mod-
erate increase in growth to 3.5 percent in
2023 and to 4 percent in 2024, led by the
hydrocarbons sector as oil production ris-
es thanks to several new projects. Contin-
ued FDI in mining and the Government's
affordable housing program will sustain
investment. However, growth in house-
hold consumption is likely to be damp-
ened by high inflation, rising borrowing
costs, and increased indebtedness.
Inflation is expected to decrease but will
remain elevated in 2023 due to the pro-
longed impact of high food prices. Tight
monetary policy will contribute to a re-
duction toward the upper limit of its tar-
get range by 2025.
The poverty rate is expected to slightly de-
cline to 14.7 percent (at US$6.85/day pover-
ty line) in 2023 as growth picks up and
inflation subsides. The rising cost of food
and housing will remain as a key factor im-
pacting the well-being of the population,
especially the poorest households.
The 2023 budget plans for moderate
real spending growth, particularly social

welfare and wage increases. The budget
is expected to remain balanced, albeit
with continued quasi-fiscal activity. The
Government plans to reduce with-
drawals from the Oil Fund (NFRK) and
raise non-oil tax revenue over time.
Oil prices are projected to soften, mod-
erating export earnings and reducing the
current account surplus in 2023, but a
deficit may follow in subsequent years as
oil prices continue to fall.
The outlook faces several downside risks.
Any further disruptions to the Caspian
Pipeline Consortium, transporting the
majority of oil exports, could significantly
impact growth. Persistently high inflation
also poses a risk, particularly for low-
income households. Access to effective
coping mechanisms will be important to
protect the poverty reduction gains of
the last decade. This may call for contin-
ued monetary tightening and tighter con-
trol over fiscal spending, to make space
for higher spending on social protection
programs. Additional tightening of glob-
al financial conditions and potential cap-
ital flow volatility pose risks to the ex-
change rate. On the upside, global de-
mand and oil prices exceeding expecta-
tions would boost growth.

TABLE 2 Kazakhstan / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -2.5 4.3 3.2 3.5 4.0 3.6

Private Consumption -3.8 5.1 -0.9 2.0 4.2 4.0
Government Consumption 12.8 -1.1 -3.8 0.1 0.7 2.0
Gross Fixed Capital Investment -0.3 2.6 3.0 3.3 4.1 3.7
Exports, Goods and Services -12.1 2.0 18.0 8.1 5.1 2.2
Imports, Goods and Services -10.7 -2.7 11.2 3.5 4.1 4.0

Real GDP growth, at constant factor prices -2.5 4.1 2.9 3.5 4.0 3.6
Agriculture 5.6 -2.2 9.1 3.2 3.5 3.0
Industry -0.4 3.6 1.0 6.3 5.1 3.1
Services -4.5 5.0 3.6 1.8 3.2 3.9

Inflation (Consumer Price Index) 6.8 8.0 15.0 9.2 6.1 5.6

Current Account Balance (% of GDP) -4.4 -4.0 2.7 0.1 -1.4 -1.6
Net Foreign Direct Investment Inflow (% of GDP) -3.4 -1.0 -3.8 -2.7 -2.7 -2.9

Fiscal Balance (% of GDP) -6.5 -4.3 0.4 0.2 -0.3 -0.3
Revenues (% of GDP) 18.0 17.6 22.5 21.4 20.3 19.9
Debt (% of GDP) 24.9 23.7 23.0 23.6 25.3 26.8
Primary Balance (% of GDP) -5.4 -3.1 1.8 1.5 1.1 1.0

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 25.6 16.7 15.8 14.7 13.4 12.1

GHG emissions growth (mtCO2e) -5.8 -13.0 2.5 2.9 3.8 3.2
Energy related GHG emissions (% of total) 76.0 73.5 74.8 76.1 77.5 78.8

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on ECAPOV harmonization, using 2018-HBS. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2018) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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KOSOVO
Table 1 2022
Population, million 1.8

GDP, current US$ billion 10.3

GDP per capita, current US$ 5759.8

Upper middle-income poverty rate ($6.85)a 34.2

Gini indexa 29.0

Life expectancy at birth, yearsb 76.6

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

The terms of trade shock driven by

Russia’s invasion of Ukraine and the

associated energy crisis continued to

impact economic activity in 2022, but

the economy showed resilience. Real

GDP growth moderated to 3.5 percent

in 2022, supported by private consump-

tion and export growth. Inflation

reached record highs, constraining dis-

posable incomes. The inflationary crisis

came with a heavy fiscal cost; yet the

fiscal balance improved supported by

positive revenue performance

Key conditions and
challenges

In 2022, GDP growth moderated after
an exceptional performance of almost 11
percent in 2021. The negative terms of
trade shock driven by the war in Ukraine
are weighing on private investment and
consumption. Kosovo's growth model re-
lies heavily on remittances that fuel do-
mestic consumption, as well as diaspora-
driven service exports and FDI, which
proved resilient throughout 2022. More
recently, a positive trend in merchandise
export growth and diversification was
recorded and could be further leveraged
to catalyze growth and reduce poverty.
Investment is predominantly construction
focused and makes a limited contribution
to productivity and growth. Kosovo's ed-
ucation and health outcomes still lag
peer countries, limiting the contribution
of human capital to inclusive growth.
The increase in employment over 2021
and formalization gains in 2022 are en-
couraging; yet, the labor market contin-
ues to reflect weaknesses and gender
disparities, with just one in three Koso-
vars employed and approximately 60
percent classified as inactive. Kosovo's
power generation options are highly
constrained by the limited availability of
renewable resources, and heavy reliance
on outdated and unreliable lignite-fired
powerplants. The duration of the war in
Ukraine, and hence the magnitude of its
economic and social consequences remains

highly uncertain. To cushion the impact
of the terms of trade shock, in 2022
the Government provided support
through increased transfers and sub-
sidies, including electricity subsidies,
equivalent to approximately 4 percent
of GDP. Moving forward, the Gov-
ernment needs to ensure that crisis
mitigation measures remain targeted
and temporary. It also needs to ensure
that public spending is balanced between
transfers that support consumption today
and support for economic transformation
that will drive future growth.

Recent developments

Growth reached 3.5 percent in 2022, dri-
ven by exports and private consumption.
Consumption was supported by an in-
crease in remittances (6 percent), govern-
ment transfers (26.3 percent), and lend-
ing. On the production side, the construc-
tion sector contracted in real terms, con-
tributing to softer growth.
Based on Kosovo’s Statistical Agency da-
ta, consumer inflation peaked at 14.2 per-
cent (y-o-y) in July, and remained above
11 percent until December, bringing an-
nual average inflation to 11.6 percent. Key
inflation drivers in 2022 remained trans-
port (16.9 percent), food (16.3 percent),
and energy (12.7 percent).
Labor market formalization continued.
Pension contribution data show that for-
mal employment increased by 4.9 percent
compared to 2021. At the same time, 80.7
thousand jobseekers were registered by
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December 2022, a reduction of 1.5 percent
from December 2021.
The current account deficit (CAD) deteri-
orated to 10.1 percent of GDP (from 8.1
percent in 2021), driven by higher im-
port prices, against a large trade deficit
of 32.1 percent of GDP. Nominal export
growth reached 29.7 percent (y-o-y), sup-
ported by services exports associated to
the resilient diaspora-driven demand for
travel services, but also a 23.6 percent in-
crease in merchandise exports. In parallel,
the value of imports grew by 22 percent,
on the back of higher prices for mineral
products and food and beverages.
By the end of 2022, the fiscal deficit
reached 0.5 percent of GDP, reflecting
continued positive revenue growth (13.7
percent) supported by inflation effects as
well as formalization gains. The combina-
tion of positive tax revenue growth and
capital underspending outpaced increases
in current transfers (26.3 percent y-o-y),
associated to the implementation of crisis
mitigation measures (4 percent of GDP).
The financial sector remains robust. In
December 2022, the annual change in
loans reached 16.1 percent. Bank capital
buffers and asset quality remain adequate,

with non-performing loans remaining
stable at 1.8 percent.

Outlook

GDP growth is expected to pick up mod-
estly, reaching 3.7 percent in 2023. The siz-
able impulse on private consumption and
service exports from diaspora flows over
2021 and 2022 is expected to fade against
an expected slowdown in EU growth. The
contribution of government transfers to
private consumption will also be more
limited. However, a hike in public wage
spending following the implementation
of the new Law on Public Wages will add
to consumption growth. After recording
a real contraction in 2022, investment is
expected to provide a positive contribu-
tion to growth in 2023. A gradual stabi-
lization in international prices is expected
to boost investment confidence.
The medium-term outlook remains posi-
tive, with growth expected to accelerate to-
wards potential. However, continued un-
certainties related to the war in Ukraine
entail significant downside risks.

Poverty is projected to continue its decline,
reaching 24.3 percent in 2023, measured
using the upper-middle-income poverty
line (US$6.85/person/day in 2017 PPP) but
the materialization of downside risks
could lead to a stagnation of poverty rates.
Inflation is expected to decelerate in line
with international price dynamics; yet
price levels could remain elevated
throughout 2023. Despite an expected
slowdown in service exports and remit-
tances growth, easing import price pres-
sures are expected to lead to minor a CAD
improvement in 2023.
The fiscal deficit is expected to increase to
1.1 percent of GDP in 2023, fueled by in-
creases in public compensation and cap-
ital investment. Further spending needs
for energy subsidies could, however, in-
crease the deficit. Over the medium-term,
public debt is projected to remain below
25 percent of GDP.
Over the medium-term, there is a pressing
need to preserve fiscal buffers by contain-
ing spending on untargeted transfers to re-
spond to the changing macroeconomic en-
vironment, and accelerate implementation
of structural reforms in energy, education,
social protection, and healthcare.

TABLE 2 Kosovo / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -5.3 10.7 3.5 3.7 4.4 4.2

Private Consumption 2.5 7.3 4.0 2.1 3.4 2.7
Government Consumption 2.1 9.0 -0.8 7.0 5.2 4.8
Gross Fixed Capital Investment -7.6 13.0 -6.9 6.1 5.8 6.2
Exports, Goods and Services -29.1 76.7 17.2 3.1 3.5 3.7
Imports, Goods and Services -6.0 31.4 4.9 2.9 3.2 2.9

Real GDP growth, at constant factor prices -3.6 7.7 3.5 3.7 4.4 4.2
Agriculture -5.8 -2.5 2.3 2.0 2.2 1.9
Industry -1.0 7.8 2.0 3.2 4.6 3.9
Services -4.8 9.4 4.6 4.2 4.6 4.7

Inflation (Consumer Price Index) 0.2 3.4 11.6 6.0 3.3 2.5

Current Account Balance (% of GDP) -6.6 -8.2 -10.1 -9.7 -9.6 -9.2
Net Foreign Direct Investment Inflow (% of GDP) 4.0 3.8 6.6 5.7 5.5 5.5

Fiscal Balance (% of GDP) -7.6 -1.3 -0.5 -1.1 -2.3 -2.9
Revenues (% of GDP) 25.4 27.4 27.6 27.9 26.7 26.9
Debt (% of GDP) 22.0 21.2 19.5 19.7 20.5 22.0
Primary Balance (% of GDP) -7.1 -0.9 -0.1 -0.7 -1.9 -2.5

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 32.4 27.0 25.3 23.6 22.2 20.3

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on ECAPOV harmonization, using 2017-HBS. Actual data: 2017. Nowcast: 2018-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2017) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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KYRGYZ
REPUBLIC
Table 1 2022
Population, million 6.8

GDP, current US$ billion 10.9

GDP per capita, current US$ 1607.3

International poverty rate ($2.15)a 1.3

Lower middle-income poverty rate ($3.65)a 18.7

Upper middle-income poverty rate ($6.85)a 67.6

Gini indexa 29.0

School enrollment, primary (% gross)b 99.2

Life expectancy at birth, yearsb 71.8

Total GHG emissions (mtCO2e) 14.9

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2020), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Growth in 2022 was stronger than ini-

tially expected, driven by consumption,

supported by remittance inflows, largely

from Russia, and public investment. In-

flation increased sharply, and the external

position weakened significantly. Fiscal

outcomes were favorable thanks to im-

proved revenue performance. Growth is

expected to moderate in 2023 and infla-

tion to remain elevated. Driven by higher

spending, the fiscal deficit will widen.

Key conditions and
challenges

The Kyrgyz Republic has experienced
volatile growth in the past decade be-
cause of heavy dependency on gold pro-
duction and remittances and political in-
stability. On average, gold production
accounts for 10 percent of GDP and re-
mittances 25 percent of GDP, while de-
velopment assistance amounts to about
5 percent of GDP.
High global food and fuel prices have
increased domestic inflation, adversely
affecting poor households. The last
two years have also seen significant
political and governance upheavals,
with snap parliamentary and presiden-
tial elections, and political instability
continues to hamper the Government’s
ability to implement reforms. The na-
tionalization of the largest gold pro-
ducer, Kumtor Gold Company, put a
dent in investor confidence although
the dispute with the investor was re-
solved through a peace agreement.
While there has been progress toward
fiscal consolidation in recent years,
broadening the tax base and improving
the efficiency of public spending remain
key challenges. The private sector is hin-
dered by excessive bureaucracy. Accel-
erating economic growth will require
stronger institutions and policies to foster
private sector growth, spur international
trade, and reduce the fiscal burden of the
energy sector.

Recent developments

Economic growth reached 7 percent in
2022, which was much stronger than ex-
pected prior to Russia's invasion of
Ukraine. Robust growth was driven by
gold production, agriculture, and the ser-
vices sector. The latter was supported by
trade-related services and additional de-
mand boosted by the relocation of Russ-
ian citizens to the Kyrgyz Republic. Non-
gold output growth was 5.9 percent. On
the demand side, growth was supported
by private consumption, with gross remit-
tance inflows increasing by 6.2 percent (in
US dollars), and public investment, while
net exports contributed negatively.
While gold production was strong, gold
exports fell by 99 percent as domestic
gold was sold to the Central Bank. As a
result, the current account deficit is esti-
mated to have widened to 27 percent of
GDP from 8.6 percent a year earlier. To-
tal exports are estimated to have shrunk
by 31 percent, whereas imports grew by
51 percent, mainly due to increased ship-
ment of goods from China. FDI has been
a financing source of the current account
deficit. However, a large share of the
BOP financing has not been identified,
leaving errors and omissions at 30 per-
cent of GDP. The FX market was broad-
ly stable although the Central Bank had
to intervene more intensively to avoid
sharp fluctuations. Over the year, the
nominal Som/USD exchange rate depre-
ciated by only 1.1 percent. In real terms,
the effective exchange rate appreciated

FIGURE 1 Kyrgyz Republic / Headline, food and fuel
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by an average of 1.2 percent in 2022. In-
ternational reserves remained unchanged
at 4 months of import cover at end-2022.
Inflation reached 14.7 percent in 2022.
Rising inflation was driven by rises in
global food and fuel prices and by higher
domestic demand stemming from in-
creased public wages and inflows of
Russian citizens. The Central Bank raised
its policy rate to 14 percent in March 2022
from 8 percent in December 2021 and re-
duced it to 13 percent in November, even
though inflation remains in double digits.
The fiscal deficit increased to 1.4 percent
of GDP in 2022 from 0.3 percent a year
earlier. The fiscal expansion was less than
projected due to strong revenue perfor-
mance. Tax revenues increased from 24.5
percent to 29.2 percent of GDP due to in-
creased imports and improved tax com-
pliance helped by the installation of cash
registers in the retail sector. Expenditures
increased from 32.8 percent to 38.4 per-
cent of GDP following significant wage
increases for public servants, doctors,
teachers, and social workers, and higher
capital spending. As a share of GDP,
public debt declined to 52 percent in 2022
from 59 percent in 2021.
The poverty rate is estimated to have
declined to pre-COVID-19 levels. Public

sector salary increases and enhancements
to social assistance programs targeting the
poor absorbed the negative impact of high
food prices on the vulnerable population.

Outlook

GDP growth for 2023 is expected to
moderate to 3.5 percent as gold produc-
tion contracts and agriculture and the
services sector experience a slowdown.
On the demand side, growth is expected
to be supported by consumption and in-
vestment while net exports are expected
to be negative contributors. GDP is ex-
pected to converge to a potential growth
rate of 4 percent in the medium-term.
Inflation is expected to remain elevated
at about 10 percent in 2023, driven by
rising tariffs for electricity and other
utilities. Assuming the Central Bank
maintains its monetary policy, inflation
is projected to moderate gradually to 7
percent by end-2025.
The current account deficit is projected to
reach about 14 percent of GDP in 2023
and narrow slightly in 2024–25 as ex-
ternal demand for non-gold goods im-
proves and export of services increases.

The deficit is expected to be financed by
FDI and external borrowing.
The fiscal deficit is projected to widen
in 2023 due to the full year effect of
increases in public sector wages and
social benefits. However, the fiscal po-
sition is expected to be consolidated in
2024–25 due to higher revenues from
the mining sector and the containment
of expenses on goods and services,
and lower capital spending.
High food prices and job insecurity
will continue to be the most significant
concern for the welfare of the popula-
tion in 2023. The poverty rate is pro-
jected to reduce slightly to 10.8 per-
cent (at the international poverty line
of USD 3.65 a day, 2017 PPP) in 2023.
Government measures increasing pen-
sions and the scaling up and extension
of coverage of social protection pro-
grams targeting the poor will help to
mitigate adverse effects on the poor.
Risks and uncertainties remain high. The
slowdown of the global economy may re-
duce demand for Kyrgyz export and a
further deterioration of the Russian econ-
omy may lead to a decline in remittances.
The domestic political situation remains
sensitive to the upcoming increase in
electricity and other utility tariffs.

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

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -8.4 6.2 7.0 3.5 4.0 4.0

Private Consumption -8.3 20.9 11.6 8.0 5.4 4.3
Government Consumption 0.9 0.4 9.6 0.8 0.0 -0.1
Gross Fixed Capital Investment -16.2 8.2 22.2 2.2 7.9 13.2
Exports, Goods and Services -27.3 16.4 -15.9 12.0 12.5 16.7
Imports, Goods and Services -28.0 39.3 24.0 16.1 12.1 14.3

Real GDP growth, at constant factor prices -7.4 6.2 7.0 3.5 4.0 4.0
Agriculture 0.9 -5.0 4.4 2.0 2.5 2.5
Industry -7.0 7.2 10.0 8.7 8.0 8.0
Services -14.3 16.4 7.7 2.3 3.3 3.1

Inflation (Consumer Price Index) 6.3 11.9 15.2 8.0 6.0 5.8

Current Account Balance (% of GDP) 4.8 -8.6 -27.2 -13.7 -11.4 -10.0
Net Foreign Direct Investment Inflow (% of GDP) -7.5 6.6 3.8 4.3 4.5 4.5

Fiscal Balance (% of GDP) -4.2 -0.3 -1.4 -2.7 -2.6 -2.0
Revenues (% of GDP) 30.9 33.6 38.4 35.9 34.3 31.4
Debt (% of GDP) 67.7 59.0 52.0 49.8 49.1 48.1
Primary Balance (% of GDP) -2.9 1.3 0.0 -1.4 -1.5 -1.0

International poverty rate ($2.15 in 2017 PPP)a,b 1.3 0.7 0.5 0.5 0.5 0.4

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 18.7 12.5 11.4 10.8 10.2 9.5

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 67.6 62.2 59.6 58.6 57.7 56.3

GHG emissions growth (mtCO2e) -2.9 5.1 7.2 7.7 5.7 4.8
Energy related GHG emissions (% of total) 70.4 72.0 73.3 74.3 74.7 74.7

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 ECAPOV harmonization, using 2020-KIHS. Actual data: 2020. Nowcast: 2021-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2020) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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MOLDOVA
Table 1 2022
Population, million 2.6

GDP, current US$ billion 14.4

GDP per capita, current US$ 5533.7

International poverty rate ($2.15)a 0.0

Lower middle-income poverty rate ($3.65)a 0.3

Upper middle-income poverty rate ($6.85)a 14.4

Gini indexa 25.7

School enrollment, primary (% gross)b 107.8

Life expectancy at birth, yearsb 70.2

Total GHG emissions (mtCO2e) 13.3

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

The Moldovan economy has been severely

affected by Russia’s invasion of Ukraine

and a surge in inflation. GDP have con-

tracted by 5.9 percent and inflation to

have reached an average of 28.7 percent

in 2022. The short-term outlook hinges

on the evolution of the war in Ukraine

and its ramifications on global commodi-

ty markets, particularly energy and

weather conditions, while longer-term

prospects depend on the unfinished

structural reform agenda.

Key conditions and
challenges

Moldova has been overtaken by the
spillovers of the war in Ukraine, including
the energy and refugee crises. Despite the
efforts to mitigate the impact of the crises
with a forceful fiscal impulse and swift
monetary stance, private consumption was
restrained by the erosion of households’
disposable income and private investments
by the uncertainty and challenging financial
conditions, causing the economy to plunge
into a recession in 2022. The medium-term
outlook will be influenced by the ability of
the Government to mitigate the house-
holds’ eroding purchasing power while
keeping the momentum on the reform pro-
gram to address low productivity growth,
persistent structural and governance weak-
nesses, the significant state-owned enter-
prises footprint, stifled competition, an un-
even playing field, and tax distortions. The
risks of extreme weather events and ener-
gy shocks remain high. Persistent inequal-
ity of opportunity limits the ability to ac-
cess public services and reduces resilience
and intergenerational mobility. Significant
uncertainty also remains around the im-
pact of the war in Ukraine on the
Moldovan economy, and the supply and
price of energy in 2023. A further increase
in energy costs in the second half of 2023
may require spending reallocation and/or
additional financing to mitigate the impact
on households. High input costs and dry
weather conditions may further reduce

agricultural yields, resulting in additional
inflationary pressures and dampened eco-
nomic activity. On this background, the re-
duction in poverty observed during 2022,
is likely to have been short-lived as Moldo-
va felt the impacts of the war in Ukraine,
with disproportionate impacts on poorer
Moldovans primarily through the impacts
of high food and fuel inflation.

Recent developments

Moldova’s GDP dropped by 10.6 percent
in the fourth quarter, totaling a 5.9 percent
decrease in 2022. High interest rates and
proximity to the war in Ukraine had a neg-
ative impact on investments while high in-
flation eroded the disposable income of the
population, resulting in a decrease in pri-
vate consumption. Strong growth in ex-
ports (25 percent) on the back of good
yields from last year and re-exports to
Ukraine, were not however sufficient to
compensate for the increase in imports
(15.8 percent), mostly driven by high en-
ergy costs. As a result, the contribution to
growth from net exports was negative.
Public consumption increased by around 5
percent, modestly supporting growth.
Moldova’s external position has deterio-
rated due to the impact of the energy crisis
and lower remittances. As share of GDP,
external debt decreased to 62.1 percent.
The monetary stance has been relaxed after
inflation reached its peak in October 2022.
In 2022, inflation surged to 28.7 percent
triggered by adjustments in regulated
prices. In 2023, the monetary authorities to

FIGURE 1 Moldova / Actual and projected macroeconomic
indicators
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decrease the policy rate twice to 17 percent
from 21.5 percent.
The fiscal position proved to be resilient
in 2022, registering a deficit of 3.3 per-
cent, thanks to a strong revenue perfor-
mance. Public spending increased by 22.4
percent led by social spending and subsi-
dies. Cash buffers were used toward the
end of the year to secure the supply of
energy. Public and publicly guaranteed
debt decreased to around 33 percent of
GDP in the first 9 months of 2022.
Amidst tight labor market conditions,
poverty, as measured by the internation-
al US$6.85 2017 PPP per day poverty
line, increased from 14.4 percent in 2021
to 17.5 percent in 2022.

Outlook

GDP growth is expected to slowly re-
bound to 1.8 percent in 2023, reaching

its potential only in 2024, due to infla-
tion dynamics, energy security concerns,
and the ongoing war in Ukraine. The
measures taken by the government in
2021 and 2022 (e.g., an increase in min-
imum pensions and indexation, social
protection measures, and a higher min-
imum wage) are expected to partially
mitigate the impact on households. Nev-
ertheless, the main sources of disposable
income are registering negative growth,
while consumer credit is low. The prox-
imity to the war in Ukraine poses head-
winds to domestic and foreign invest-
ment, as well as to net exports.
Double-digit inflation will persist in
2023, only receding slowly toward the
NBM’s inflation target of 5 percent
+/- 1.5 percent in 2024, under the as-
sumption of a moderation in import
prices and contained second-round ef-
fects. Moldova’s external position is
expected to weaken, reflecting overall
elevated import prices coupled with

subdued capital inflows due to height-
ened uncertainty. In the medium term,
the inflow of remittances will stabilize
as Moldovan migrants move to other
destinations and help reduce the struc-
tural deficit of the current account.
Overall, the CAD is expected to be
higher than in the pre-COVID-19 peri-
od and remain reliant on external fi-
nancing. Revenues are expected to de-
cline in real terms as economic activi-
ty subsides, resulting in a fiscal deficit
of 5.4 percent in 2023. Public debt re-
mains sustainable despite the deterio-
ration of the short-term outlook.
Poverty as measured by the US$6.85
2017 PPP poverty line is expected to
decrease from 17.5 percent in 2022 to
16.3 percent in 2023. With growth an-
ticipated to recover, poverty is projected
to fall further to 14.5 percent in 2025.
However, the growth outlook, and
therefore projected poverty, is subject to
substantial downside risks.

TABLE 2 Moldova / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -7.4 13.9 -5.9 1.8 4.2 4.1

Private Consumption -8.3 15.5 -4.0 3.0 4.1 4.2
Government Consumption 3.1 3.8 5.1 1.3 2.1 0.0
Gross Fixed Capital Investment 0.4 1.7 -6.8 1.9 5.0 5.3
Exports, Goods and Services -9.6 17.5 24.9 3.3 4.5 5.1
Imports, Goods and Services -5.0 19.2 15.8 3.7 4.0 4.1

Real GDP growth, at constant factor prices -7.6 15.6 -5.9 1.8 4.2 4.1
Agriculture -26.4 18.7 -25.8 2.6 3.3 3.5
Industry -4.3 5.6 -17.9 2.4 4.6 5.1
Services -4.8 19.3 2.0 1.5 4.2 3.9

Inflation (Consumer Price Index) 4.1 5.1 28.7 14.1 6.2 4.9

Current Account Balance (% of GDP) -7.7 -11.1 -13.4 -14.5 -10.8 -9.9
Net Foreign Direct Investment Inflow (% of GDP) 1.3 1.6 0.8 1.5 2.8 2.8

Fiscal Balance (% of GDP) -5.3 -1.9 -3.3 -5.6 -4.6 -3.9
Revenues (% of GDP) 31.4 32.0 33.6 32.1 31.8 32.1
Debt (% of GDP) 36.4 32.4 33.7 36.3 38.2 38.0
Primary Balance (% of GDP) -4.5 -1.1 -2.0 -4.5 -3.7 -3.1

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)a,b 0.5 0.3 0.6 0.4 0.3 0.3

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 15.4 14.4 17.4 16.3 14.5 12.5

GHG emissions growth (mtCO2e) -5.6 8.9 -4.5 1.2 2.7 2.7
Energy related GHG emissions (% of total) 63.5 65.4 63.5 63.7 64.4 65.3

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on ECAPOV harmonization, using 2021-HBSActual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.
b/ Projections using neutral distribution (2021) with pass-through = 1 (High-2022), pass-through = 0.7 (Low-2023), pass-through = 0.87 (Medium-2024), pass-through = 0.87
(Medium-2025) based on GDP per capita in constant LCU.
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MONTENEGRO
Table 1 2022
Population, million 0.6

GDP, current US$ billion 6.9

GDP per capita, current US$ 11089.9

International poverty rate ($2.15)a 2.9

Lower middle-income poverty rate ($3.65)a 6.4

Upper middle-income poverty rate ($6.85)a 18.5

Gini indexa 36.9

School enrollment, primary (% gross)b 102.3

Life expectancy at birth, yearsb 75.9

Total GHG emissions (mtCO2e) 3.7

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

While growth in 2022 was strong at an

estimated 6.1 percent, it decelerated in the

second half of the year. Private consump-

tion propelled growth, but its contribu-

tion weakened by year-end as inflation

surged to an average of 13 percent for the

year. At 5.2 percent of GDP, the fiscal

deficit was lower than planned, but still

high due to forgone revenues and addi-

tional spending. The rise in the cost of fi-

nancing and forthcoming debt repay-

ments require utmost fiscal vigilance.

Key conditions and
challenges

Montenegro’s small, open, and service-
based economy is highly vulnerable to ex-
ternal shocks, while the country’s choice of
strategies and policies has not always been
conducive to enhancing its resilience. Af-
ter a historic recession of -15.3 percent in
2020, the economy recovered strongly in
2021 and 2022, averaging 13 and 6.1 per-
cent growth, respectively. However, it is
facing renewed challenges from the Russ-
ian invasion of Ukraine, associated global
geopolitical and economic uncertainties,
but also domestic instability. Given unilat-
eral euroization, Montenegro relies on fis-
cal policy and structural reforms to main-
tain macroeconomic stability. However,
the debt-financed highway construction,
the pandemic, and a lack of commitment
to fiscal targets have increased fiscal vul-
nerabilities and increased public debt. De-
spite a significant decline to an estimated
70.8 percent of GDP in 2022, public debt
remains high, particularly in the environ-
ment of increasing financing costs. In 2022,
the government implemented a major tax
reform, which reduced labor taxes from a
flat 39 percent of total labor cost to an av-
erage of 22 percent by removing healthcare
contributions and introducing progressive
income taxation, while increasing the min-
imum wage from €250 to €450. The pro-
gram has the potential to reduce inequal-
ities and increase growth in the medium
term, but also poses fiscal risks. These have

been further amplified by additional
spending, particularly on the social and
wage bill. Considering large Eurobond re-
payments in 2025 and 2027 and higher bor-
rowing costs, Montenegro must show fis-
cal prudence by consolidating its public fi-
nance, by narrowing the fiscal deficit and
by further reducing public debt by 2025.
Montenegro has been in a political and in-
stitutional standstill since August 2022,
when the government received a vote of
no-confidence, and the Constitutional
Court lost a quorum. The complexity and
fragility of the political landscape exacer-
bates uncertainties, slows the reform
process, and not only diverts the focus
from imminent economic challenges, but
amplifies them. Montenegro’s immediate
priority should thus be to resolve the insti-
tutional and political crisis.

Recent developments

In 2022, economic activity was driven by
an increase in real disposable incomes, fur-
ther recovery in tourism, employment
growth, and household lending. Real retail
trade grew by 13.4 percent y/y, while the
number of tourist overnights reached 92
percent of the 2019 level. However, the val-
ue of construction works contracted by 4.4
percent in nominal terms, while industrial
production declined by 3.2 percent as un-
favorable hydrological conditions affected
electricity generation.
Employment gains were strong in 2022,
contributing to a record high activity rate
and a record low unemployment rate of

FIGURE 1 Montenegro / Real GDP growth and contributions
to real GDP growth

-20

-15

-10

-5

0

5

10

15

20

2018 2019 2020 2021 2022e 2023f 2024f 2025f

Final consumption Gross fixed capital formation
Change in inventories Net exports
GDP growth

Percent, percentage points

Sources: MONSTAT and World Bank.

FIGURE 2 Montenegro / Actual and projected poverty rates
and real GDP per capita
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58.9 and 14.7 percent, respectively. In 2022,
real net monthly wages increased by 18.7
percent. Consequently, poverty (income
below $6.85/day in 2017PPP) is projected
to have declined to 17 percent in 2022.
Inflation averaged 13 percent, led by a
surge in food and energy prices. The in-
flationary impact on households has been
largely mitigated by a wage increase
through the tax reform program.
By December, lending and deposits in-
creased by 9 and 24.3 percent y/y, respec-
tively. In December, the average capital
adequacy ratio was at healthy 19.3 percent,
while non-performing loans declined to
6.3 percent from 6.8 percent of total loans a
year earlier.
The current account deficit widened to 13.3
percent of GDP but was fully financed by
net FDI. The trade deficit expanded by 40
percent, as strong export growth could not
compensate for an even stronger increase
in imports. Net income accounts further
reduced the current account deficit, due to
strong net remittances.
A shortfall in social security contributions
and personal income tax collections, new
spending and ad-hoc spending commit-
ments, the clearance of health insurance
arrears, and higher capital spending in-
creased the fiscal deficit from 1.9 percent
of GDP in 2021 to an estimated 5.2 percent

of GDP in 2022. Public debt declined from
84 percent of GDP in 2021 to an estimated
70.8 percent of GDP in 2022, supported by
regular repayment of debt and limited
new borrowing.

Outlook

The unfavorable global economic outlook
and high domestic uncertainty are weigh-
ing on Montenegro’s otherwise positive
outlook. Over 2023-25, growth is projected
to average 3.1 percent, as private consump-
tion growth slows, whereas investment is
expected to provide marginally positive
contributions to growth. Tourism is likely
to continue recovering in 2023 to reach its
2019 level, although deteriorating growth
prospects in the EU and the region may
have an adverse effect on both tourism and
wider growth prospects. Poverty is pro-
jected to decline to 16.6 percent in 2023.
Inflation is projected to decelerate to 7.9 per-
cent in 2023 and further to 4 percent in 2024.
While higher energy prices are dispropor-
tionally affecting the poor, they are also sup-
porting Montenegro’s electricity exports,
helped by increasing generation capacities.
These factors, together with exports of
tourism and transport services areprojected

tosupportareductioninthecurrentaccount
deficit to11.1percentofGDPin2025.
The fiscal balance is expected to moderate
over the medium term but will remain el-
evated at 4.9 percent of GDP in 2023 and
4.5 percent of GDP in 2024, due to higher
wages, social, and capital spending. As a
result, public debt will stay high at around
70 percent of GDP in 2023-25. Additional
fiscal consolidation measures (both rev-
enue measures and tighter expenditure
control) would, however, result in a better
fiscal performance.
Given the tightening of global financial
conditions and Montenegro’s sizable fi-
nancing needs of around 10 percent of
GDP in 2023, the country will require very
careful fiscal management and stronger
control over its expenditures.
The outlook is surrounded with multiple
downside risks. High geopolitical uncer-
tainties and global inflation may weaken
growth prospects in Montenegro’s major
trading partners. Inflationary pressures
are accelerating monetary tightening
which translates into more expensive ex-
ternal financing. Political instability and
delays in resolving the institutional stand-
still are major domestic risks. The severity
of challenges ahead requires strong polit-
ical commitment and actions to mitigate
these risk.

TABLE 2 Montenegro / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -15.3 13.0 6.1 3.4 3.1 2.9

Private Consumption -4.6 4.0 9.7 3.3 2.9 3.1
Government Consumption 0.8 0.5 1.2 1.6 0.4 0.1
Gross Fixed Capital Investment -12.0 -12.3 -1.1 4.3 3.0 3.4
Exports, Goods and Services -47.6 81.9 22.7 4.9 4.4 4.1
Imports, Goods and Services -20.1 13.7 21.3 3.4 3.3 3.5

Real GDP growth, at constant factor prices -14.4 13.2 4.8 3.3 3.1 2.9
Agriculture 1.1 -0.5 -0.4 0.1 0.1 0.1
Industry -12.0 0.3 -5.0 2.0 2.0 2.0
Services -16.9 19.9 8.4 4.1 3.8 3.4

Inflation (Consumer Price Index) -0.3 2.4 13.0 7.9 4.0 2.8

Current Account Balance (% of GDP) -26.1 -9.2 -13.3 -12.4 -11.9 -11.1
Net Foreign Direct Investment Inflow (% of GDP) 11.2 11.7 13.5 8.7 7.6 7.4

Fiscal Balance (% of GDP) -11.0 -1.9 -5.2 -4.9 -4.5 -4.2
Revenues (% of GDP) 44.4 44.0 39.4 39.3 39.1 38.8
Debt (% of GDP) 105.3 84.0 70.8 69.0 70.3 69.6
Primary Balance (% of GDP) -8.3 0.5 -3.5 -3.1 -2.2 -1.7

International poverty rate ($2.15 in 2017 PPP)a,b 1.7 2.4 2.9 3.2 3.5 3.8

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 7.1 6.1 5.7 5.5 5.4 5.2

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 20.0 18.0 17.2 16.7 16.3 16.0

GHG emissions growth (mtCO2e) -9.2 5.2 -0.9 1.5 1.3 1.3
Energy related GHG emissions (% of total) 68.8 71.1 71.4 72.1 72.5 72.9

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 ECAPOV harmonization, using 2015-SILC-C and 2019-SILC-C. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection using point-to-point elasticity (2014-2018) with pass-through = 0.7 based on GDP per capita in constant LCU.
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NORTH
MACEDONIA
Table 1 2022

Population, milliona 2.1

GDP, current US$ billion 13.6

GDP per capita, current US$a 6567.8

International poverty rate ($2.15)b 2.8

Lower middle-income poverty rate ($3.65)b 7.6

Upper middle-income poverty rate ($6.85)b 19.1

Gini indexb 33.6

School enrollment, primary (% gross)c 95.5

Life expectancy at birth, yearsc 75.7

Total GHG emissions (mtCO2e) 11.1

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent WDI value (2020) for population.
b/ Most recent value (2019), 2017 PPPs.
c/ Most recent WDI value (2020).

Despite brisk post-pandemic recovery, the

energy crisis depressed growth and

pushed inflation to a two-decade high,

stretching public finances amidst a rise in

borrowing costs. Government support for

the energy crisis needs to be targeted and

temporary to incentivize energy efficiency

and the green transition. Structural re-

forms to boost medium-term growth

should be prioritized ahead of the general

elections in 2024. Downside risks to the

outlook have subsided but prevail.

Key conditions and
challenges

Despite a brisk recovery from the pandem-
ic-induced recession, North Macedonia’s
growth momentum started losing steam as
the energy crisis and the war in Ukraine
took a toll on the domestic economy. After
a decade of muted price increases, inflation
accelerated to a peak of close to 20 percent in
late 2022 driven by double-digit increases in
food and energy prices.
Just as poverty was resuming a downward
pathway in 2021, high inflation created ad-
ditional challenges. Poverty is estimated to
have declined moderately in 2022, as high-
er food and energy prices negatively af-
fected household welfare, particularly
among the less well-off who spend a high-
er proportion of income on these items and
have fewer mechanisms to cope with high-
er prices. Government support measures,
including electricity subsidies and an
18-percent rise in minimum wages, have
cushioned the shock to some extent.
Corporate credit growth remained robust
by December 2022, although worsening
financial conditions in times of rising in-
put and borrowing costs could weigh on
firm performance and dent an already
fragile recovery.
The overlapping crises also had an ad-
verse effect on fiscal accounts and
markedly reduced fiscal space for sup-
porting growth over the medium term.
Despite a rise in revenues due to inflation
and positive growth since 2021, spending

pressures to mitigate the impact of mul-
tiple crises have delayed fiscal consolida-
tion beyond 2022. Public debt declined
to 59.6 percent of GDP in 2022, but ar-
rears increased to 3.2 percent, while the
primary deficit remained high and subsi-
dies to the state-owned electricity compa-
ny to cover the losses hit 2.4 percent of
GDP. Ambitious public investment plans
are projected to keep the fiscal deficit ele-
vated leaving the debt-to-GDP ratio high
over the medium term.
Restoring the country’s long-term growth
prospects requires following up on pend-
ing reforms. Policy actions need to focus
on rebuilding sustainability and resilience
to shocks to prevent future setbacks to
growth. Improving tax compliance and
widening the tax base should be a prior-
ity as much as targeting social spending
and building energy resilience. Reducing
business regulatory costs, deepening the
trade agreements, increasing market
competition, supporting labor market
participation, strengthening the indepen-
dence of public institutions as well as
launching the green transition would all
be supportive of sustainable, inclusive,
and resilient growth in an environment
of pronounced uncertainty.

Recent developments

After growing by 3.9 percent in 2021, do-
mestic output increased by 2.1 percent on
an annual basis in 2022, as gross invest-
ments surged largely due to import-inten-
sive stockpiling. Despite a double-digit

FIGURE 1 North Macedonia / Fiscal performance
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FIGURE 2 North Macedonia / Actual and projected poverty
rates and real GDP per capita
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rate of growth, exports lagged imports
while personal consumption decelerated.
On the production side, growth was dri-
ven by services, as the industry strug-
gled, and construction dove further into
negative territory.
The census-adjusted employment rate set-
tled at 47.2 percent in Q4 2022, led by an
increase in the female employment rate.
The activity rate is still hovering around
55 percent, which is below the pre-pan-
demic peak. The unemployment rate de-
creased to 14 percent, but the youth un-
employment rate remained high at 31.8
percent in Q4 2022.
Banking sector stability was preserved
with an increase in the capital adequacy
ratio to 17.7 percent in Q3 2022 despite a
drop in the liquidity rate to 19.7 percent.
Credit growth remained robust at 9.4 per-
cent y-o-y in December 2022, led by accel-
erated FX-denominated corporate lending
(20 percent of total lending). Headline in-
flation hit 14.2 percent in 2022, and despite
deceleration, core inflation of 10.9 percent
at end-2022 remains sticky. Since April
2022, the Central Bank increased the main

policy rate to 5.25 percent to curb inflation-
ary expectations. The pegged exchange
rate remained stable and FX reserves re-
covered from losses incurred at the start
of the war in Ukraine, as government bor-
rowing and FDI inflows surged in H2 2022.
In 2022, the general government deficit at
4.5 percent of GDP ended below the last
budget revision as revenues led by person-
al and corporate income taxes outpaced
expenditures, and as capital expenditure
fell short of the planned amount. Public
debt to GDP slightly declined but is ex-
pected to increase again as the highway
construction project starts in 2023.

Outlook

The medium-term outlook is positive,
and downside risks subsided as financing
conditions eased and as the country se-
cured financing for 2023. Growth in 2023
is expected to increase to 2.4 percent, 0.3
p.p. below the autumn round forecast, re-
flecting continued disruptions from the

war in Ukraine, and a protracted energy
crisis. Growth is projected to remain be-
low potential, but to moderately acceler-
ate as the large public investment starts
and nearshoring of FDIs continues. With
commodity prices expected to decline
over the next two years, the inflation rate
is projected to decelerate to 9.1 percent in
2023 and further to 3 percent in 2024. The
baseline scenario is built on the assump-
tion that the energy crisis subsides over
the forecast horizon.
While underlying risks remain skewed to
the downside and are closely tied to the
outlook for the country’s main trading
partners, moving ahead with EU accession
negotiations may provide a much-needed
boost to reform appetite and unlock higher
growth prospects. At the same time,
heightened political uncertainty and a par-
liamentary impasse prior to elections may
delay the implementation of critical re-
forms. Finally, higher-than-expected infla-
tion may trigger more significant mone-
tary policy tightening that can additionally
restrict financing options and suppress
economic activity.

TABLE 2 North Macedonia / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -4.7 3.9 2.1 2.4 2.7 2.9

Private Consumption -3.4 7.8 5.5 3.3 2.1 3.7
Government Consumption 9.7 -0.4 1.0 0.3 0.2 0.2
Gross Fixed Capital Investment -15.7 0.9 20.0 10.0 5.5 3.0
Exports, Goods and Services -10.9 11.7 11.0 6.0 5.5 5.0
Imports, Goods and Services -10.9 11.9 16.5 5.8 4.5 4.5

Real GDP growth, at constant factor prices -4.3 4.1 2.1 2.4 2.7 2.9
Agriculture 2.5 -5.2 1.8 2.0 2.5 1.8
Industry -6.9 -1.8 0.4 3.1 3.4 3.0
Services -4.1 7.5 2.7 2.2 2.5 3.0

Inflation (Consumer Price Index) 1.2 3.2 14.2 9.2 3.0 2.0

Current Account Balance (% of GDP) -2.9 -3.1 -6.0 -4.2 -3.7 -3.2
Net Foreign Direct Investment Inflow (% of GDP) 1.4 3.3 5.2 5.2 5.9 6.2

Fiscal Balance (% of GDP) -8.2 -5.4 -4.6 -4.8 -4.2 -3.3
Revenues (% of GDP) 29.9 32.5 32.4 33.5 33.5 34.1
Debt (% of GDP) 59.8 61.0 59.6 61.6 63.8 63.6
Primary Balance (% of GDP) -7.0 -4.1 -3.4 -3.3 -2.5 -1.6

International poverty rate ($2.15 in 2017 PPP)a,b 3.2 2.9 2.7 2.7 2.7 2.7

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 7.9 7.6 6.7 6.6 6.5 6.3

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 20.1 19.1 18.6 17.8 17.1 16.1

GHG emissions growth (mtCO2e) -3.4 2.0 0.2 0.3 -0.3 -1.1
Energy related GHG emissions (% of total) 71.3 72.2 72.3 72.2 71.9 71.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on ECAPOV harmonization, using 2020-SILC-C. 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.
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POLAND
Table 1 2022
Population, million 39.3

GDP, current US$ billion 697.2

GDP per capita, current US$ 17740.7

Upper middle-income poverty rate ($6.85)a 0.9

Gini indexa 28.9

School enrollment, primary (% gross)b 84.1

Life expectancy at birth, yearsb 76.6

Total GHG emissions (mtCO2e) 328.3

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2019), 2017 PPPs.
b/ Most recent WDI value (2020).

Poland’s GDP grew by 4.9 percent

in 2022 but high inflation, policy

uncertainties, tighter financing con-

ditions, and an unwinding of the in-

ventory cycle will weigh on growth

in 2023. The Russian invasion of

Ukraine affects the economy, while

the large number of Ukrainians join-

ing the labor market relieved some of

the pressures in the tight labor mar-

ket. The share of the population at

risk of poverty is expected to remain

elevated through 2024.

Key conditions and
challenges

The well-diversified Polish economy has
proven to be one of the most resilient
in the EU, recovering robustly after a
relatively small contraction in GDP of 2
percent in 2020.
A sound macroeconomic framework, ef-
fective absorption of EU investment
funds, a sound financial sector, better ac-
cess to long-term credit, and access to
European labor markets have supported
long-term inclusive growth and pover-
ty reduction. Strong domestic labor mar-
kets and higher median and bottom 40 real
incomes have supported private consump-
tion. With an improving business environ-
ment, Poland integrated well into region-
al value chains (RVCs). Higher private in-
vestment, an improved innovation ecosys-
tem, and further upgrading of RVCs could
boost productivity and growth.
The unprecedented policy response to mit-
igate the impacts of the COVID crisis and
high inflation have, nevertheless, nar-
rowed the available policy space.
Increased spending and tax expenditure
efficiency are needed to rebuild fiscal
buffers, accommodate higher spending
on health, defense, the green transition,
and to prepare for the growing fiscal bur-
den arising from aging. Over the medi-
um term, a key challenge is a tightening
labor supply made more acute by the ag-
ing population. The large influx of dis-
placed people from Ukraine could help

address at least temporarily the labor
market tightness. Achieving decarboniza-
tion commitments is another challenge.
Institutional strengthening is also needed
for sustained and inclusive growth and
for narrowing regional disparities.

Recent developments

Economic growth decelerated to 4.9 per-
cent in 2022 but remains well above po-
tential GDP growth. Household con-
sumption expanded by 3 percent in 2022,
despite a decline in average monthly real
gross wages and salaries of 2.1 percent in
2022, as households dissaved. Investment
growth accelerated to 4.5 percent, while
higher inventories contributed nearly 3
percentage points to growth, as firms
moved from a “just-in-time” to a “just-in-
case” approach to inventories.
Higher employment, record-low unem-
ployment, increased labor force participa-
tion, strong nominal wage growth, and
government transfers supported private
consumption. Pent-up demand and de-
mand from the nearly 1.3 million dis-
placed Ukrainians in Poland also sup-
ported domestic demand in 2022. High-
capacity utilization and strong corporate
balance sheets supported investments.
Supply side disruptions and lower exter-
nal demand from Russia, Ukraine, and
Belarus weighed on exports.
Inflation reached 18.4 percent in February
2023, sharply higher than the targeted
range, as reduced VAT rates on electricity,
gas and fuel reverted to the standard rate.

FIGURE 1 Poland / Real GDP growth and contributions to
real GDP growth
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FIGURE 2 Poland / Actual and projected poverty rate and
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Caps on electricity and gas prices, and in-
terventions on heating fuels, have limited
a full passthrough to consumers and firms.
Monetary policy tightening to respond to
high inflation saw the reference rate in-
crease by 665 basis points since October
2021. Meanwhile, the zloty appreciated
by nearly 5 percent so far this year com-
pared with Q4 2022 against the USD. The
banking sector remains well-capitalized
and has limited direct exposure to Rus-
sia, Ukraine, or Belarus, although prof-
itability of the banking sector has de-
clined in recent months.
The number of refugees registered in
Poland has decreased to 1 million by ear-
ly March 2023, from 1.3 million Ukrainian
refugees in mid-2022. Refugees have tem-
porary residence and access to the labor
market and key public services (health,
education), social assistance, and housing.
The current account deficit widened to
3.2 percent of GDP in 2022 as import
prices for energy and intermediate
goods rose sharply.
The unwinding of the 2020 fiscal stimu-
lus and the strong increase in tax rev-
enues brought the general government
deficit to 1.8 percent of GDP in 2021.
Measures to protect households and
firms from the large energy price shock
and high food prices caused the fiscal

deficit to increase to an estimated 3.2 per-
cent despite buoyant revenues in 2022.
Extreme poverty rates using the national
concept declined in 2021, reversing the
rise linked to the COVID-19 pandemic
in 2020; the Gini coefficient of inequality
however continued the upward trajectory
visible since 2017.

Outlook

Economic growth is projected to deceler-
ate to 0.7 percent in 2023, on account of
high inflation, monetary policy tighten-
ing, negative confidence effects related to
the war in Ukraine, a lower number of
foreign workers compared with the pre-
vious year and slowing demand in key
trading partners. Quarterly GDP is ex-
pected to register negative growth ear-
ly in the year, following a larger than
expected contraction in the fourth quar-
ter of 2022, before recovering in subse-
quent quarters, primarily on account of
a recovery in private consumption and
stronger public spending.
Supply-side disruptions, high input costs,
and uncertainty related to war in
Ukraine will affect private investments.
The National Recovery and Resilience

Plan is expected to support public invest-
ment, but any further delays in disburse-
ments represent a downside risk.
Elevated energy and food prices will
weigh on household demand and will af-
fect heavily poorer segments, who devote
50 percent of their monthly spending on
food and energy. The share of the popu-
lation at risk of anchored poverty is ex-
pected to remain elevated at 1-2 percent
above 2019 levels.
Lower energy import prices and weaker
import demand are expected to result
in a slight improvement in the current
account deficit to 2.2 percent of GDP
in 2023, with further improvements over
2024-2025 as terms of trade and external
demand strengthen.
The fiscal deficit is expected to exceed
4.5 percent of GDP in 2023, on account
of the impact of the structural tax reform
(Polish Deal), the freeze on electricity
and gas prices, and the zero-VAT on
food, and the public assistance provided
to displaced Ukrainian. The fiscal cost
of these packages is estimated at 1.1
percent, 2 percent, and 0.2 percent of
GDP respectively in 2023. With increased
geopolitical risks, defense spending is al-
so increasing, with the government com-
mitting to increase defense spending by
0.8 percent of GDP this year.

TABLE 2 Poland / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -2.0 6.8 4.9 0.7 2.6 3.2

Private Consumption -3.3 6.3 3.0 1.3 2.8 3.3
Government Consumption 4.9 5.0 -0.3 -0.2 3.5 3.5
Gross Fixed Capital Investment -2.3 2.1 4.5 0.2 4.4 5.7
Exports, Goods and Services -1.1 12.5 3.4 2.7 4.0 5.0
Imports, Goods and Services -2.4 16.1 4.0 1.2 4.8 5.6

Real GDP growth, at constant factor prices -2.0 6.6 4.8 0.8 2.6 3.2
Agriculture 15.3 -11.1 1.9 1.0 0.2 0.1
Industry -4.5 3.4 7.0 1.2 3.0 3.1
Services -1.4 8.9 3.9 0.5 2.5 3.3

Inflation (Consumer Price Index) 3.4 5.1 14.4 12.2 5.9 3.5

Current Account Balance (% of GDP) 2.5 -1.4 -3.1 -2.3 -2.2 -2.0
Net Foreign Direct Investment Inflow (% of GDP) 2.4 4.2 4.0 2.0 2.1 2.0

Fiscal Balance (% of GDP) -6.9 -1.8 -3.2 -4.6 -3.7 -3.1
Revenues (% of GDP) 41.3 42.4 37.9 38.0 38.9 38.8
Debt (% of GDP) 57.2 53.8 48.4 50.6 52.0 53.3
Primary Balance (% of GDP) -5.6 -0.7 -2.0 -2.4 -1.9 -1.9

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 1.0 0.9 0.9 0.8 0.8 0.7

GHG emissions growth (mtCO2e) -3.5 2.5 3.7 1.7 2.0 2.2
Energy related GHG emissions (% of total) 91.9 91.8 91.8 91.9 92.0 92.1

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on ECAPOV harmonization, using 2013-EU-SILC and 2020-EU-SILC. Actual data: 2019. Nowcast: 2020-2022. Forecasts are from 2023 to 2025.
b/ Projection using point-to-point elasticity (2012-2019) with pass-through = 0.7 based on private consumption per capita in constant LCU.
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ROMANIA
Table 1 2022
Population, million 19.9

GDP, current US$ billion 291.7

GDP per capita, current US$ 14643.2

International poverty rate ($2.15)a 2.2

Lower middle-income poverty rate ($3.65)a 4.7

Upper middle-income poverty rate ($6.85)a 10.7

Gini indexa 35.2

School enrollment, primary (% gross)b 87.8

Life expectancy at birth, yearsb 74.4

Total GHG emissions (mtCO2e) 84.0

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

Romania’s economic growth was robust

in 2022 at 4.8 percent, driven by strong

private consumption and a pick-up in in-

vestment. Economic prospects are moder-

ated by the spillovers from Russia’s inva-

sion of Ukraine, and risks are tilted to the

downside. Fiscal and current account

deficits will remain elevated. Poverty re-

duction is expected to slow down as a re-

sult of inflationary pressures, mainly

from food and energy, though some of the

impacts are mitigated by government

support measures.

Key conditions and
challenges

Romania has made impressive strides in
raising its economic performance and
prosperity over the past two decades.
However, the COVID-19 pandemic and
the war in Ukraine have tested the re-
silience of the Romanian economy and
exacerbated its structural vulnerabilities,
especially in terms of poverty and dispar-
ities in economic opportunity, persistent-
ly large gender gaps in labor force par-
ticipation and employment, widening fis-
cal and current account deficits, and sig-
nificant institutional constraints hindering
the efficient use of resources.
Despite measures to cap energy (gas and
electricity) prices, rising costs of food and
energy have disproportionally affected
poor and vulnerable households as they
spend a larger share of their budget on
these items. Energy poverty is expected
to increase. Romania’s at-risk-of-poverty
rate remains among the highest in the
EU, exceeding that of countries with sim-
ilar or lower per capita incomes, and the
current inflationary environment could
push additional people into poverty.
The key challenges in the short term are
to contain the socio-economic effects of
the war in Ukraine, including the rising
cost of living and the significant twin
deficits. Soaring inflation led to monetary
policy tightening, and high core inflation
points to persistent inflationary pressures.
In the medium term, fiscal consolidation

increased absorption and efficient use of
EU funds, and enhanced private sector and
investment growth will be critical for a
sustainable, green, and inclusive recovery.

Recent developments

Romania’s economy performed better than
expected in 2022, expanding by 4.8 per-
cent. Growth was driven by strong private
consumption (up 5.5 percent y-o-y) ben-
efiting from the phasing-out of the pan-
demic restrictions, higher wages, and mut-
ed unemployment. However, consumer
spending gradually weakened in the sec-
ond half of the year as higher prices
squeezed disposable income. Investment,
up 9.2 percent y-o-y, was boosted by new
construction works and, to a smaller ex-
tent, by machinery and equipment.
Strong private consumption coupled with
global value chain disruptions and the
terms of trade shock led to a significant
widening of the goods trade deficit, and
the current account deficit widened to 9.4
percent of GDP in 2022. On the supply
side, growth was led by Information and
Communications Technology (up 20.1 per-
cent y-o-y), which benefited from busi-
nesses adopting digital technologies. Con-
struction activity (up 11.2 percent y-o-y)
was supported by the revival of the non-
residential buildings segment and capi-
tal repairs. Unemployment remains con-
tained at 5.6 percent in December 2022
on the back of the economic recovery and
labor supply constraints. Elevated infla-
tion, labor shortages, and improvements

FIGURE 1 Romania / Real GDP growth and contributions to
real GDP growth
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FIGURE 2 Romania / Actual and projected poverty rates
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in labor productivity contributed to wage
increases, with nominal net wages grow-
ing by 13.4 percent y-o-y in December
2022. Annual inflation accelerated to 16.4
percent in December 2022, led by soaring
electricity, gas, and central heating prices
(up 39.7 percent), while food prices were
up by 22.1 percent. Inflationary pressures
prompted the National Bank of Romania
to gradually increase the policy rate to 7
percent in early January 2023. Private sec-
tor credit growth decelerated to 12.1 per-
cent y-o-y in December 2022, from 14.8
percent y-o-y in December 2021, reflecting
the slowdown in loans to households.
The fiscal deficit narrowed to an estimated
5.7 percent in 2022 from 7.1 percent in
2021, reflecting higher nominal revenues
(up 21.2 percent y-o-y). However, fiscal
risks remain significant as financing con-
ditions have tightened, and Romania faces
higher spreads than regional peers on gov-
ernment bonds denominated in Euro.
The Rapid Household Survey in June
2022 showed that poorer households suf-
fered most from work stoppage during
the crisis, but they succeeded in catching
up and finding back a job. However, la-
bor force participation for those aged
15-64 remains below pre-pandemic levels,
and gender gaps among uneducated

groups- already large- continue to ex-
pand. Moreover, rising food and energy
prices have affected energy poverty, food
insecurity, and strained family budgets,
especially among the poor and vulnera-
ble, who often have little financial cush-
ion to help absorb rising prices. The war
in Ukraine and further disruptions to the
global supply chains will continue to af-
fect the economies of host countries for
Romanian migrants, reducing remit-
tances. Thus, despite economic and em-
ployment recovery, poverty ($6.85/day
PPP) is expected to have declined only
modestly, from 10.7 percent in 2020 to 9.6
percent in 2022.

Outlook

Growth is projected to decelerate to 2.6
percent in 2023. The outlook hinges on
several factors, including the spillovers
from the war in Ukraine impacting the
European economy in which Romania is
highly integrated, persistent core infla-
tion, and additional volatility in ener-
gy and food prices. De-anchoring of infla-
tion expectations could prolong the mon-
etary tightening cycle leading to increased

financing costs weighing down invest-
ment. Romania’s capacity to efficiently
absorb the EU funds will be critical for
a sustainable, green, and inclusive re-
covery. The sizable funds, and associat-
ed structural reforms, should also par-
tially mitigate the impact of higher inter-
est rates and uncertainty on private in-
vestment and alleviate some of the fis-
cal pressures resulting from the height-
ened energy and food prices. Strength-
ened lifelong skills formation and private
capital mobilization will be pivotal in
boosting potential growth. Over the
medium term, fiscal deficits will remain
elevated. Renewed attention to fiscal con-
solidation is needed, particularly aimed
at reducing inefficient expenditures and
strengthening revenue mobilization.
Poverty is expected to continue declining
slowly in 2024, depending on whether
food and energy prices remain elevated
for longer and the effectiveness of the
mitigation measures helping families with
low incomes to absorb rising food and
gas prices. Declining remittance incomes
could also mean a longer recovery
process for vulnerable population seg-
ments in the coming years. A protracted
war in Ukraine may weaken growth
prospects in the medium term.

TABLE 2 Romania / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -3.7 5.8 4.8 2.6 3.9 4.1

Private Consumption -3.9 8.1 5.5 3.2 5.1 5.4
Government Consumption 1.1 1.3 -2.0 1.1 1.2 1.2
Gross Fixed Capital Investment 1.1 1.9 9.2 6.9 7.2 7.4
Exports, Goods and Services -9.5 12.6 8.6 6.7 7.1 7.0
Imports, Goods and Services -5.2 14.9 9.2 8.1 8.6 8.5

Real GDP growth, at constant factor prices -3.4 5.4 4.8 2.6 3.9 4.1
Agriculture -15.3 5.9 -11.6 6.0 2.1 2.1
Industry -6.5 6.6 -2.3 1.3 3.4 3.5
Services -0.8 4.8 9.5 3.0 4.2 4.5

Inflation (Consumer Price Index) 2.6 5.1 13.8 10.1 5.4 4.2

Current Account Balance (% of GDP) -4.9 -7.2 -9.4 -7.9 -6.8 -6.5
Net Foreign Direct Investment Inflow (% of GDP) 1.4 3.7 3.8 3.9 4.0 4.0

Fiscal Balance (% of GDP) -9.2 -7.1 -5.7 -4.9 -4.6 -4.1
Revenues (% of GDP) 32.7 32.8 33.2 33.4 33.7 34.1
Debt (% of GDP) 46.8 48.9 48.7 49.4 49.9 50.2
Primary Balance (% of GDP) -7.8 -5.6 -4.0 -3.4 -3.2 -2.7

International poverty rate ($2.15 in 2017 PPP)a,b 2.2 2.0 2.0 1.8 1.7 1.6

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 4.7 4.2 4.1 3.9 3.6 3.3

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 10.7 9.6 9.6 8.9 8.3 7.6

GHG emissions growth (mtCO2e) -5.0 6.5 5.9 2.1 3.9 4.6
Energy related GHG emissions (% of total) 92.5 93.0 93.8 94.2 94.6 95.1

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on ECAPOV harmonization, using 2014-EU-SILC and 2021-EU-SILC. Actual data: 2020. Nowcast: 2021-2022. Forecasts are from 2023 to 2025.
b/ Projection using point-to-point elasticity (2013-2020) with pass-through = 0.7 based on GDP per capita in constant LCU.
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RUSSIAN
FEDERATION
Table 1 2022

Population, milliona 143.4

GDP, current US$ billion 2245.2

GNI per capita, Atlas method, current US$a 11610.0

Upper middle-income poverty rate ($6.85)b 4.1

Gini indexc 36.0

School enrollment, primary (% gross)d 104.2

Life expectancy at birth, yearsd 71.3

Total GHG emissions (mtCO2e) 1415.8

Sources: WDI, MPO, Rosstat.
a/ Most recent value (2021).
b/ Most recent value (2020), 2017 PPPs.
c/ Most recent value (2020).
d/ WDI for School enrollment (2019); Life expectancy
(2020).

Russia's economy contracted by only 2.1

percent in 2022, in the face of severe

sanctions, and is expected to contract by a

further 0.2 percent in 2023. Sanctions

will lower oil production, reducing the

current account surplus. Lower revenues,

together with larger spending for the war

in Ukraine and the need for countercyclical

support, will increase the budget deficit.

Medium-term growth prospects are muted

as Russia’s access to inputs and productiv-

ity-enhancing technologies is limited.

Key conditions and
challenges

The sanctions imposed on Russia fol-
lowing its invasion of Ukraine continue
to have significant adverse economic im-
pacts on Russian enterprises due to high
uncertainty, restricted access to interna-
tional markets, restrictions on the ex-
port of several commodities, the im-
port of technological goods, higher trade
costs, and subdued domestic demand.
New sanctions on the export of oil and
derivatives are expected to reduce oil
production by 7 percent in 2023 and
raise transport costs for oil exporters.
The fiscal position deteriorated in early
2023 with larger discounts on Russia’s
oil coupled with higher spending, in
part on military needs and related social
benefits. While the budget deficit re-
mains manageable in the medium-term
given relatively low public debt and
accumulated fiscal buffers, higher pub-
lic borrowing amidst restricted access
to international markets will likely in-
crease the cost of borrowing and
crowd out the private sector. Longer-
term challenges in the banking sector
persist, with lending risks elevated.
Greater uncertainty and restricted ac-
cess to technology are likely to damp-
en private investment and make it
less productive. These factors com-
bined with a loss of skilled workers
from the country will depress medium
to long-term growth prospects.

Recent developments

After a steep contraction in Q2 2022 (down
5.9 percent qoq, sa), driven by the imposi-
tion of sanctions, economic activity stabi-
lized in H2 (1.9 percent growth hoh, sa) for
a 2.1 percent contraction over 2022, con-
siderably better than expected. The con-
traction was driven by a decline in exports
(down 9.6 percent), in household con-
sumption (down 1.8 percent) amidst
falling real incomes, outward migration,
and restricted imports, and gross capital
formation (-0.8 percent) due to a substan-
tial reduction in firms' inventories. Invest-
ment growth (5.2 percent) was bolstered
by the resource sector, military demand,
and investment into logistics.
On the supply side, growth was supported
by agriculture (6.6 percent, yoy) with a
record-high grain harvest; construction (5
percent); the financial sector (2.8 percent);
and oil production (2.1 percent). While
some manufacturing sub-sectors suffered
from supply chain disruption (e.g., motor
vehicles down 43 percent), military needs
and import substitution drove growth of
other sub-sectors (e.g. fabricated metals up
10 percent, computers and electronics up
4.1 percent, and medical products up 12
percent), resulting in a decline in manufac-
turing of 2.4 percent.
In 2022, the government delivered fiscal
stimulus amounting to 4.2 percent of GDP,
boosting social benefits, and providing sub-
sidized loans and tax breaks to firms. The
budget recorded a deficit of 2.2 percent of
GDP, compared to a small surplus in 2021.

FIGURE 1 Russian Federation / Real GDP growth and
contributions to real GDP growth
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FIGURE 2 Russian Federation / Actual and projected
poverty rate and real private consumption per capita
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After a surge in March and then a deflation-
ary spell, CPI inflation ended the year
around 12 percent and averaged 14 percent
in 2022. The Central Bank (CBR) normalized
its monetary policy, keeping the policy rate
unchanged at 7.5 percent since September.
After a record high current account sur-
plus (CAS) in Q2 and Q3, by Q4 it had
shrunk to its lowest level in 18 months as
exports fell by 15 percent (qoq) and im-
ports began recovering.
Banks managed to recover from H1 2022
losses of billion RUB 1.5 trillion (US$20.1
billion) to record a modest profit of RUB
0.2 trillion (US$3 billion) by year-end. Reg-
ulatory forbearance introduced by CBR
limited the impact of volatility on financial
markets and, alongside government sup-
port measures and capital buffers, allowed
banks to continue lending. Over the year,
credit to the private sector grew by 10.1
percent in nominal terms, putting real
credit growth in negative territory.
The labor market has remained tight due
to outward migration, and direct and in-
duced military demand. The unemploy-
ment rate fell to an unprecedented low of
3.7 percent by end-2022. Nominal wages
grew 12.6 percent in 2022, and nominal
pensions by 12.8 percent, slightly below
average CPI inflation. Food inflation was
higher (14.9 percent). Social support
helped reduce the official poverty rate to
10.5 percent in 2022, from 11.0 percent in

2021. Yet over 2022, the decline in private
consumption is estimated to have led to a
slight increase in poverty (under the UMIC
poverty line) to 3.2 percent in 2022.

Outlook

It is presently difficult to produce growth
forecasts for Russia due to the significant
changes to the economy associated with
the war in Ukraine, and the decision by
Russia to limit publication of economic
data, notably related to external trade, fi-
nancial and monetary sectors. Available
data limits our ability to assess the eco-
nomic performance.
The outlook assumes that Russia’s inva-
sion of Ukraine will continue, as will ex-
isting and planned new sanctions. Higher
than expected momentum from 2022 and
a more moderate than expected contrac-
tion in crude oil and oil products in 2023
mean the economy is expected to contract
by only 0.2 percent this year. Continued
fiscal stimulus is expected to support eco-
nomic activity and lower revenues from
oil and gas, will result in a substantial in-
crease in the fiscal deficit. Household con-
sumption is expected to rebound slightly
in view of expanding social benefits and
recovering availability of imported prod-
ucts. Growth in investment is expected to

wane as capital inflows decline, some large
international investment projects are halt-
ed, and uncertainty persists. Lower oil rev-
enue receipts and higher expenditures are
expected to widen the general government
deficit to 3.7 percent. Average annual CPI
inflation is expected to drop to 6.0 percent
in 2023, as the post-sanction price shock
moves into the baseline, and then gradu-
ally fall to the CBR target of 4 percent in
2025. Discounts for Russia’s oil and oil
products, lower export volumes, and re-
bounding imports are all expected to re-
duce the CAS to 4.4 percent this year.
With continuing economic stagnation,
poverty (under the UMIC poverty line) is
expected at 3.2 percent.
Moderate growth of 1.2 and 0.8 percent is
expected in 2024 and 2025 respectively as
the economy stabilizes from the sanctions
shock and sees a partial recovery in in-
vestment and exports. Growth is expect-
ed to remain muted as Russia’s access to
inputs and productivity-enhancing tech-
nologies is limited.
Poverty is expected to decline slowly be-
tween 2023 and 2025 if at all, but worsening
conditions might easily reverse this trend.
Russia’s economic outlook is vulnerable to
further rounds of mobilization and sanc-
tions, lower export volumes of crude oil and
oil products, and weaker global demand for
other commodities. Positive risk comes
from higher exports of oil/oil products.

TABLE 2 Russian Federation / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -2.7 5.6 -2.1 -0.2 1.2 0.8

Private Consumption -5.9 9.9 -1.8 0.4 1.1 0.8
Government Consumption 1.9 2.9 2.8 2.8 1.8 1.5
Gross Fixed Capital Investment -4.0 9.1 5.2 1.1 1.5 1.2
Exports, Goods and Services -4.2 3.3 -9.6 -4.6 2.9 2.6
Imports, Goods and Services -11.9 19.1 -9.7 4.1 4.0 3.5

Real GDP growth, at constant factor prices -2.2 6.2 -1.4 -0.2 1.2 0.7
Agriculture 0.2 -0.8 6.6 0.4 1.2 1.2
Industry -2.7 5.4 -0.2 -0.7 1.4 1.2
Services -2.2 7.0 -2.5 0.0 1.2 0.5

Inflation (Consumer Price Index) 3.4 6.7 13.7 6.0 4.5 4.0

Current Account Balance (% of GDP) 2.4 6.7 10.1 4.4 2.3 2.2
Net Foreign Direct Investment Inflow (% of GDP) 0.2 -1.4 -0.7 -0.6 -0.6 -0.6

Fiscal Balance (% of GDP) -4.0 0.8 -1.4 -3.7 -2.5 -2.0
Revenues (% of GDP) 35.5 35.6 35.0 32.6 32.9 33.4
Debt (% of GDP) 19.9 17.3 17.2 20.6 22.3 23.8
Primary Balance (% of GDP) -3.2 1.6 -0.3 -2.5 -1.4 -0.9

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 4.1 3.1 3.2 3.2 3.1 3.0

GHG emissions growth (mtCO2e) -4.5 0.3 -6.7 -4.9 -0.1 -1.4
Energy related GHG emissions (% of total) 91.5 90.6 90.2 89.9 89.3 88.6

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data: CAIT and OECD. Historical data prior to 2023 has been
sourced from ROSSTAT, CBR and MOF. Starting in 2022, Russia limited publication of economic data, notably related to external trade, financial and monetary sectors, and this
limits our ability to assess the quality of the published data. Notes: e = estimate, f = forecast.
a/ Calculations based on ECAPOV harmonization, using 2020-HBS. Actual data: 2020. Nowcast: 2021-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2020) with pass-through = 0.7 (Low (0.7)) based on private consumption per capita in constant LCU.
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SERBIA
Table 1 2022
Population, million 6.8

GDP, current US$ billion 63.6

GDP per capita, current US$ 9401.5

International poverty rate ($2.15)a 1.6

Lower middle-income poverty rate ($3.65)a 2.9

Upper middle-income poverty rate ($6.85)a 10.1

Gini indexa 35.0

School enrollment, primary (% gross)b 96.8

Life expectancy at birth, yearsb 74.2

Total GHG emissions (mtCO2e) 64.8

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

Growth decelerated in the second half of

the year to an average of 2.3 percent in

2022, largely driven by private consump-

tion. However, real disposable incomes

are shrinking with still rising inflation,

led by surging food and energy prices.

Consequently, the 2022 current account

deficit almost doubled but was still fully

financed by net FDI. Strong revenue per-

formance and controlled spending have

reduced the fiscal deficit to 3.1 percent of

GDP. However, multiple risks weigh on

the still positive outlook.

Key conditions and
challenges

Before the pandemic, Serbia enjoyed sev-
eral years of solid growth, rising employ-
ment, and low inflation. Its strong track
record of fiscal consolidation over 2014-19
had helped build the fiscal buffers which
allowed the country to weather the pan-
demic and energy crises. Serbia’s economy
contracted by 0.9 percent in 2020, lower
than in most countries, and rebounded
strongly in 2021 averaging 7.5 percent
growth. Despite the unfavorable external
environment and the energy crisis, 2022
GDP growth was still solid at 2.3 percent.
The government’s large fiscal support was
critical to preserving economic activity in
the crisis, while it's timely phasing out al-
lowed for a reduction of the fiscal deficit
from 8 percent of GDP in 2020 to 3.1 per-
cent of GDP in 2022. The government is
committed to reducing the fiscal deficit
and public debt over the medium term. To
ensure that these fiscal targets are met, in
December 2022, the government changed
the deficit ceiling fiscal rule and intro-
duced two new rules for the wage bill and
spending on pensions. Commitment to the
fiscal rules, together with improving cor-
porate governance of SOEs through a com-
prehensive reform program will be critical
to enhance Serbia’s fiscal sustainability
over the medium term.
While the impact of the energy crisis in
2022 proved to be milder than initially ex-
pected, it has highlighted the importance

of the need for Serbia to shift towards
greener and more resilient drivers of eco-
nomic growth. Despite improvements
since 2000, Serbia’s economy is still almost
twice as energy intensive as the EU and re-
lies heavily on fossil fuels for its electricity
generation and industrial output. To accel-
erate the transition toward a more sustain-
able and greener economy, Serbia’s strong
commitments to the green growth agenda
would require equally strong action.

Recent developments

After a resilient performance in H1 of 4.0
percent, growth slowed to an estimated 0.7
percent in H2, as the contribution of pri-
vate consumption to growth gradually
faded with inflation biting into real dispos-
able incomes. On the production side, the
service sectors led growth, while the agri-
culture and construction sectors contracted
strongly. Improvements in the labor mar-
ket have led to record high employment
and activity rates of 51.1 and 56.1 per-
cent, respectively, while the unemploy-
ment rate declined to 8.9 percent. Real
wage growth was only marginal, as infla-
tion averaged 11.9 percent for the year,
driven by food and energy prices. In re-
sponse, the Central Bank has increased
the policy rate several times reaching 5.5
percent in February 2023.
Despite high inflation and a poor agricul-
tural season, poverty (defined as income
under $6.85/day in 2017 PPP) is estimated
to have declined slightly from 9.1 percent
in 2021 to 8.5 percent in 2022, supported by

FIGURE 1 Serbia / Indexes of the level of sectoral GDP
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solid economic growth and an improving
labor market conditions.
The current account deficit (CAD)
widened to 6.9 percent of GDP, due to
higher energy imports in the first half of
the year, when prices of energy, metals,
and other raw materials surged. The
widening CAD was still fully financed by
net foreign direct investments, which in-
creased by 17.7 percent. NBS official for-
eign currency reserves increased to a his-
toric high of EUR19.4 billion in December
2022, covering close to 5.5 months of im-
ports. Strong revenue performance and
controlled spending led to a better-than-
planned fiscal deficit of 3.1 percent of GDP.
Total revenues increased by 13.4 percent
in nominal terms; more than half of this
growth was explained by stronger VAT
and social security contribution collec-
tions. Total government expenditure
growth was more moderate, mainly driven
by capital budget transfer loans to the state
gas and electricity utilities (up by 300 per-
cent), capital spending (up by 9 percent),
and social transfers (up by 9.3 percent).
Public debt declined to 55.2 percent of
GDP from 56.5 percent of GDP in 2021.

In December 2022, the IMF approved a
Stand-by Arrangement of EUR 2.4 billion,
while in January the country issued a dual-
tranche Eurobond of USD 1.75 billion. The
proceeds will be used to service debt and
build extra buffers.

Outlook

Over the medium term, the economy is ex-
pected to grow steadily at around 3 per-
cent annually. The main driver of GDP
growth over the medium term will be con-
sumption and to a lesser extent invest-
ment, while net exports will have a nega-
tive contribution as imports are projected
to increase faster than exports. Inflation
will remain moderate and is expected to
return to the target band only in 2024.
Poverty in 2023 is projected at 8.0 percent,
lower than its 2022 level.
The fiscal deficit and public debt are ex-
pected to remain on their downward path.
Based on the Fiscal Strategy 2023-25 ap-
proved along with the budget for 2023, the
government plans to reduce the fiscal

deficit gradually over the medium term
and to reach a primary fiscal surplus by
2025. This would lead to a reduction of
public debt to an estimated 51.5 percent of
GDP in 2024.
However, multiple risks, both external and
domestic, weigh on the positive outlook.
First, prolonged inflationary pressures
would further reduce household dispos-
able income and dampen growth through
lower consumption, but also lead to higher
cost of financing. Another major risk is as-
sociated with the EU economic outlook
and the performance of Serbia’s other
main trading partners. Finally, domestic
risks are associated with national and re-
gional political developments and SOE
governance. To defy all these risks and
achieve faster growth, Serbia should im-
plement structural reforms to boost poten-
tial output, through increased human cap-
ital (improving the quality of education
and increasing the level of labor-force par-
ticipation), higher productivity (particular-
ly by attracting higher quality FDI) and an
improved business environment (includ-
ing regulatory predictability and increases
to market competition).

TABLE 2 Serbia / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -0.9 7.5 2.3 2.3 3.0 3.8

Private Consumption -1.9 7.6 3.7 2.3 2.4 3.4
Government Consumption 2.9 2.6 0.2 2.4 1.4 3.0
Gross Fixed Capital Investment -1.9 12.9 -0.6 2.4 3.3 6.8
Exports, Goods and Services -4.2 19.4 17.6 3.1 4.2 6.0
Imports, Goods and Services -3.6 19.3 17.8 2.9 3.0 5.8

Real GDP growth, at constant factor prices -0.8 7.4 2.3 2.3 3.0 3.8
Agriculture 2.2 -5.4 -6.8 4.5 3.4 3.4
Industry -0.6 7.8 -0.9 3.0 4.5 4.5
Services -1.2 8.9 4.9 1.7 2.2 3.4

Inflation (Consumer Price Index) 1.6 4.0 11.9 12.2 5.3 3.5

Current Account Balance (% of GDP) -4.1 -4.4 -6.9 -6.4 -5.4 -5.2
Net Foreign Direct Investment Inflow (% of GDP) 6.3 6.8 7.1 5.6 5.5 5.7

Fiscal Balance (% of GDP) -8.0 -4.1 -3.1 -3.1 -2.2 -1.4
Revenues (% of GDP) 41.0 43.2 43.4 41.8 41.3 41.6
Debt (% of GDP) 57.8 57.1 55.7 55.5 53.1 51.5
Primary Balance (% of GDP) -6.0 -2.4 -1.6 -1.3 -0.4 0.4

International poverty rate ($2.15 in 2017 PPP)a,b 1.6 1.5 1.4 1.4 1.3 1.2

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 2.9 2.6 2.5 2.4 2.4 2.4

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 10.1 9.1 8.5 8.0 7.5 6.9

GHG emissions growth (mtCO2e) 2.5 5.0 -2.6 3.3 3.6 4.0
Energy related GHG emissions (% of total) 74.7 75.7 75.3 75.8 76.4 77.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on ECAPOV harmonization, using 2021-EU-SILC. Actual data: 2020. Nowcast: 2021-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2020) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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TAJIKISTAN
Table 1 2022
Population, million 10.0

GDP, current US$ billion 10.5

GDP per capita, current US$ 1054.7

International poverty rate ($2.15)a 6.1

Lower middle-income poverty rate ($3.65)a 25.7

Upper middle-income poverty rate ($6.85)a 66.4

Gini indexa 34.0

School enrollment, primary (% gross)b 100.9

Life expectancy at birth, yearsb 68.0

Total GHG emissions (mtCO2e) 21.3

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2015), 2017 PPPs.
b/ WDI for School enrollment (2017); Life expectancy
(2020).

Tajikistan’s economy grew by 8 percent

in 2022, supported by strong remittance

inflows amounting to over a third of

GDP, largely from Russia. The short-

term growth outlook is subject to signif-

icant downward risks associated with a

possible reduction in remittances.

Growth is expected to slow over the

medium term, in the absence of struc-

tural reforms to open up the economy to

competition, and greater investment in

human capital.

Key conditions and
challenges

Tajikistan’s economy performed strongly
over the last decade, with GDP growth
averaging above 7 percent. This helped to
halve the poverty rate from 25.7 percent
in 2015 to a projected 13.4 percent in 2022
(at the international poverty line of USD
3.65 a day, 2017 PPP). Despite this per-
formance, Tajikistan remains the poor-
est economy in Europe and Central
Asia, with a GNI per capita of USD
1,150 (Atlas method) in 2021.
The growth model is based on natural
resources extraction and exports, and
substantial remittances from migrants
working mainly in Russia. This model
presents inherent vulnerabilities associat-
ed with the high dependency on income
from labor migrants from one country,
the limited domestic production base,
and the undiversified export basket. The
private sector has not been able to in-
vest and grow in an environment with
significant barriers to competition, ob-
stacles to business operations, unpre-
dictable tax regimes, and shallow fi-
nancial markets. Moreover, underinvest-
ment in human capital (in favor of
physical infrastructure, mainly for large
hydroelectric plants), high trade and
connectivity costs, and predominance of
inefficient loss-making SOEs, undermine
the economy’s competitiveness.
Tajikistan needs to accelerate structural
reforms, primarily by strengthening the

independence of the judicial system;
opening up key sectors to competition
and leveling the playing field for busi-
nesses, notably in backbone sectors such
as telecommunications and aviation; re-
focusing public resources on human capi-
tal development; and enhancing manage-
ment of public finance and the governance
of public enterprises.

Recent developments

The Tajik economy expanded by 8 percent
in 2022, driven by Russia’s strong labor
demand, which combined with the appre-
ciation of the Russian ruble resulted in
substantial remittance inflows. This pos-
itive shock fueled household consump-
tion. Private investment was buoyant, led
by the mining industry.
The trade deficit widened due to lower
exports of precious metals and buoyant
imports. However, the substantial remit-
tances offset this and led to a current
account surplus of 6.1 percent of GDP.
Combined with net FDI inflows of 4.1
percent of GDP to the mining sector,
international reserves rose to USD 3.8
billion, providing around 7.5 months of
import cover.
Migration increased significantly in 2022
before reversing after Russia announced
mobilization in September. The share of
households with a migrant increased
from 42 percent to 50 percent during H1
2022 but steadily declined afterward.
The average CPI inflation declined to 6.6
percent in 2022 from 9 percent a year

FIGURE 1 Tajikistan / Fiscal balance and public debt
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earlier. The Somoni appreciated by 2.6
percent against the USD in 2022, which
helped curb external price pressure,
while solid agricultural output and the
sale of strategic food reserves contained
domestic food inflation. The Central Bank
(NBT) raised the policy rate slightly from
13 percent at end-2021 to 13.5 percent in
October 2022. Economic growth and FX
inflows supported good financial sector
performance. Return on assets rose to 5.9
percent (from 1.1 percent in 2021), and
the share of the nonperforming loans to
total loans declined to 12.2 percent (from
13.7 percent in 2021).
The overall fiscal deficit widened to 1.9
percent of GDP, from 1.4 percent in 2021.
Tax collections declined by approximately
2 percent of GDP with the enactment of
the new tax code in 2022, which stream-
lined the number of taxes and reduced
rates. The shortfall was partly offset by
development partner grants and high-
er non-tax revenues. The budget deficit
was financed primarily through external
financing. Tajikistan is at high risk of
debt distress (largely due to Eurobond
and IMF Rapid Credit Facility principal

repayments in 2025-2027) but on a sus-
tainable debt path in the medium term.
Poverty measured at the international
poverty line of USD 3.65 is projected to
have declined to 13.4 percent in 2022,
from 14.3 percent in 2021. The share of
households reducing food consumption
in H1 2022 was less pronounced than in
previous years.

Outlook

Tajikistan’s economic growth is expected
to decelerate to 5 percent this year as the
2022 positive shock subsides and remit-
tance inflows diminish, which is expect-
ed to result in a contraction in private
consumption. Inflation is expected to de-
crease gradually and remain within the
NBT’s 4–8 percent target range, support-
ed by tight monetary policy.
The external position is expected to nor-
malize after a peak in 2022. Moreover,
reduced global demand is expected to
weaken Tajikistan’s export of precious
metals and minerals.

Over the medium term, the fiscal deficit is
expected to remain in line with the Gov-
ernment’s target of 2.5 percent of GDP.
Spending on the Rogun hydropower
plant (HPP) and other large infrastructure
projects is expected to be financed by
improving revenues over time, following
the introduction of the new tax code and
gradually phasing out tax exemptions.
Tajikistan’s outlook faces substantial
downside risks. Holders of dual Tajik
and Russian citizenship remain at elevat-
ed risk of military mobilization in Russia,
which could trigger a return of migrants
and a greater need for social assistance.
Extensive pressure on the state budget
due to mounting SOE contingent liabil-
ities, including from the national pow-
er company, and pressure on spending
to complete the Rogun HPP, could di-
vert resources from spending needed for
human capital development. Tajikistan is
highly sensitive to climate change risks
and needs to adopt better mitigation and
adaptation measures.
Poverty, at the USD 3.65 line, is projected
to further decline from 13.4 percent in
2022 to 12.6 percent in 2023.

TABLE 2 Tajikistan / 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 9.4 8.0 5.0 4.0 4.0

Private Consumption 3.4 4.7 14.5 -4.0 4.4 4.2
Government Consumption 2.3 4.6 8.1 5.2 4.8 4.8
Gross Fixed Capital Investment -4.6 12.0 10.3 8.9 7.7 7.7
Exports, Goods and Services 21.8 55.4 -19.1 -1.1 1.1 0.8
Imports, Goods and Services -0.4 20.0 4.2 -0.3 9.6 5.0

Real GDP growth, at constant factor prices 7.6 9.2 9.2 5.0 4.0 4.0
Agriculture 7.9 -0.3 8.0 4.3 3.0 3.0
Industry 17.3 13.2 12.9 7.2 6.0 6.0
Services -1.9 10.6 5.4 2.5 1.9 2.0

Inflation (Consumer Price Index) 8.6 9.0 6.6 5.6 6.5 6.5

Current Account Balance (% of GDP) 4.3 8.2 6.1 -1.5 -1.8 -2.3
Net Foreign Direct Investment Inflow (% of GDP) 0.4 0.4 4.0 2.4 3.4 3.8

Fiscal Balance (% of GDP) -3.1 -1.4 -1.9 -2.1 -2.3 -2.4
Revenues (% of GDP) 26.2 26.6 27.2 26.2 26.6 27.0
Debt (% of GDP) 50.3 41.9 33.3 33.9 33.5 33.3
Primary Balance (% of GDP) -2.3 -0.5 -1.2 -0.9 -1.3 -1.4

International poverty rate ($2.15 in 2017 PPP)a,b 3.5 2.8 2.3 2.3 2.1 2.0

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 16.2 14.2 12.4 11.6 11.1 10.2

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 54.8 50.6 46.8 45.2 44.1 43.3

GHG emissions growth (mtCO2e) 2.2 10.6 8.2 6.5 6.5 6.2
Energy related GHG emissions (% of total) 44.8 46.8 48.9 50.1 50.9 51.9

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 ECAPOV harmonization, using 2015-HSITAFIEN. Actual data: 2015. Nowcast: 2016-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2015) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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TÜRKIYE
Table 1 2022
Population, million 85.0

GDP, current US$ billion 906.0

GDP per capita, current US$ 10661.2

Upper middle-income poverty rate ($6.85)a 12.6

Gini indexa 41.9

School enrollment, primary (% gross)b 96.5

Life expectancy at birth, yearsb 75.8

Total GHG emissions (mtCO2e) 467.7

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2019), 2017 PPPs.
b/ Most recent WDI value (2020).

Türkiye’s economy grew by 5.6 percent in

2022 but has been losing momentum

amidst a deteriorating external environ-

ment and heterodox monetary policies.

Two devastating earthquakes struck on

February 6, 2023, with enormous loss of

life and physical damage. Pre-election

spending and reconstruction efforts are

expected to support growth, forecast at

3.2 percent in 2023 and 4.3 percent in

2024. Türkiye’s progress in poverty re-

duction through the pandemic is at risk of

being eroded by high inflation and the

earthquakes’ impact.

Key conditions and
challenges

Two devastating earthquakes struck
Türkiye and Syria on February 6, 2023,
killing over 57,000 people. Beyond the hu-
man tragedy, the earthquakes caused sig-
nificant physical damage to buildings and
infrastructure in 11 provinces accounting
for 16.4 percent of Türkiye’s population and
9.4 percent of its economy. Direct losses are
estimated at US$34.2 billion, but the recon-
struction needs could be double.
The earthquakes added pressures to an in-
creasingly fragile macro-financial situation
amidst a deteriorating external environ-
ment and particular domestic policy mix.
Russia’s invasion of Ukraine slowed
Türkiye’s exports to the EU and raised ener-
gy import prices. However, exports to Rus-
sia jumped, and Türkiye benefited from in-
creased financial inflows from unknown
origins. Meanwhile, despite rapidly rising
inflation, the Central Bank of Türkiye
(CBRT) continued tocut interest ratesby550
bps from August 2022 to March 2023, while
relying on an increasingly complex mix of
heterodox macro-prudential regulatory
measures to support the TRY, reduce infla-
tion,andcontrolanddirectcreditgrowth.

Recent developments

Türkiye’s economy expanded by 5.6 per-
cent in 2022, though growth decelerated

to 4.0 percent (yoy) in Q3 and 3.5 percent
(yoy) in Q4, as exports, investment, and
manufacturing activity lost momentum;
investment growth fell from 4.9 percent
(yoy) in H1 to 0.9 percent (yoy) in H2, and
exports from 15.4 percent (yoy) in H1 to 4.0
percent (yoy) in H2 despite exports to Rus-
sia rising 177 percent in TRY in 2022. Pri-
vate consumption however remained ro-
bust, expanding 19.6 percent in 2022. Val-
ue-added growth was led by the services
sector (up 9.7 percent) and industry (up
3.3 percent) despite manufacturing growth
falling from 9.0 percent (yoy) in H1 to 0.1
percent (yoy) in H2. In 2022, the labor mar-
ket, supported by strong economic
growth, rebounded fully from the pan-
demic. TURKSTAT’s Economic Confidence
Index remained broadly stable in 2022 but
below the 100 thresholds reflecting a pes-
simistic outlook for consumers and con-
structors. Similarly, the manufacturing
PMI averaged 48.2 points in 2022.
High aggregate demand growth and en-
ergy prices drove a nearly 7-fold rise
in the current account deficit to US$48.7
billion in 2022, mainly financed through
US$27.4 billion of capital inflows with un-
known origin recorded as net errors and
omissions. The TRY lost 30 percent of its
value in 2022 despite some analysts’ es-
timates of US$108 billion in indirect FX
interventions by the CBRT. Despite these
interventions, CBRT’s gross internation-
al reserves improved to US$121 billion
by end-February 2023 but remain deeply
negative after accounting for banks’ FX
reserve requirements held at the CBRT
and swaps with commercial banks and
other central banks.

FIGURE 1 Türkiye / Real GDP growth and contributions to
real GDP growth
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FIGURE 2 Türkiye / Actual and projected poverty rate and
real GDP per capita
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Macro-financial conditions have become
increasingly challenging amidst a prolif-
eration of heterodox macro-prudential
policy measures. CPI inflation reached a
24-year high of 85.5 percent in October
before easing to 55.2 percent in February
largely due to base effects. The heterodox
regulatory policy restraints have started
to slow credit growth and align lending
rates with the reductions in the policy
rate. Banking sector profitability in-
creased with the average return on assets
at 4.5 percent (yoy) in Q3 2022. The bank-
ing sector continues to have adequate FX
liquidity buffers to cover short-term lia-
bilities, with the net FX position in sur-
plus at 2.4 percent in December 2022.
However, there are concerns about the
accessibility of those buffers in times of
stress as at least 70 percent of FX liquidity
on the balance sheet of Turkish banks
is at the CBRT in the form of currency
swaps, required reserves, and free de-
posits. Rising exposure of banks through
incentivized holdings of government
bonds also increases contagion risks.
Strong revenue collections (up 77.1 percent
in nominal terms and above average 2022
CPI inflation of 72.3 percent) despite tax
breaks, helped keep the primary fiscal
deficit at 0.6 percent of GDP, offsetting a
substantial increase in spending (up 81
percent). Fiscal support includes increas-
ing civil servants’ salaries and pensions;

energy subsidies; personal income tax al-
lowances; eliminating a retirement age re-
quirement; and financing support for
businesses. Rapid growth helped reduce
debt-to-GDP levels, yet the Government’s
cost of borrowing remains high despite
declining domestic bond yields, due to
risk premia on government securities; Jan-
uary 2023’s Eurobond issuance was at 9.8
percent interest rate with 10-year maturity.

Outlook

Assuming a normalization in macroeco-
nomic policies, economic growth is pro-
jected at 3.2 percent in 2023 and 4.3 percent
in 2024. Despite a drag on growth in 2023
due to earthquake-related production, ex-
port, and consumption disruptions, eco-
nomic activity is expected to remain solid
in H1 2023, supported by a 55 percent net
minimum wage increase in January 2023
and expansionary fiscal policies ahead of
the 2023 elections set for May 14, which
will counteract weakening global demand.
Massive reconstruction efforts in the earth-
quake zone – with large multiplier effects –
will boost growth in late-2023 and beyond.
Pre-election spending and earthquake re-
covery will weaken fiscal balances.
Türkiye’s progress in poverty reduction
through the COVID-19 pandemic risks

being eroded by high inflation and the
earthquakes’ impact. The 8 most-affected
provinces contained 30 percent of
Türkiye’s poor in 2020 with poverty rates
much higher than the national average,
which could exacerbate inequality. Initial
forecasts indicate a worsening of con-
sumption-based poverty rate in 2023 by
0.4 percentage points to 11 percent
through 2025.
The outlook faces considerable uncer-
tainty and risk under the current macro-
economic policy mix. Post-election eco-
nomic performance will depend on pol-
icy decisions to gradually phase out
the heterodox regulatory web that dis-
torts financial markets, and the adoption
of macroeconomic policies to rebuild
buffers and support investor confidence.
Inflationary pressures could arise from
fiscal expansion and earthquake-induced
agricultural and logistics disruptions. Ex-
ternal risks remain elevated given the
high current account deficit and low
net FX reserves; high external share of
public debt (reaching 46 percent by Q3
2022); slower than expected recovery in
the EU; and tightening global liquidity.
There is also a risk that investor confi-
dence will falter, intensifying pressure on
the TRY, external balances, and corporate
and bank balance sheets with the possi-
bility that policy responses cause a real
sector contraction.

TABLE 2 Türkiye / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 1.9 11.4 5.6 3.2 4.3 4.1

Private Consumption 3.3 15.3 19.6 2.2 3.7 4.0
Government Consumption 2.5 2.6 5.2 8.9 -0.7 1.9
Gross Fixed Capital Investment 7.4 7.4 2.8 7.9 9.3 3.1
Exports, Goods and Services -14.4 24.9 9.1 2.1 4.5 5.0
Imports, Goods and Services 6.7 2.4 7.9 9.2 7.7 4.5

Real GDP growth, at constant factor prices 1.2 11.9 6.5 3.2 4.3 4.1
Agriculture 5.7 -2.9 0.6 -1.0 1.0 1.0
Industry 1.1 13.0 0.9 7.6 6.8 3.6
Services 0.8 13.1 9.7 1.8 3.5 4.5

Inflation (Consumer Price Index) 12.3 19.6 72.3 41.0 20.0 15.0

Current Account Balance (% of GDP) -4.4 -0.9 -5.4 -6.0 -5.0 -4.9
Net Foreign Direct Investment Inflow (% of GDP) 0.6 0.8 0.9 1.1 1.2 1.2

Fiscal Balance (% of GDP) -3.9 -2.6 -2.9 -5.9 -5.2 -3.3
Revenues (% of GDP) 32.4 30.9 26.4 27.4 28.1 29.9
Debt (% of GDP) 39.7 41.8 31.2 34.2 35.1 35.4
Primary Balance (% of GDP) -1.1 0.0 -0.6 -3.0 -0.9 1.1

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 12.9 11.3 10.6 11.0 11.0 11.0

GHG emissions growth (mtCO2e) 10.1 0.1 0.1 2.9 3.7 3.2
Energy related GHG emissions (% of total) 76.9 76.6 76.5 76.0 75.4 74.9

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 ECAPOV harmonization, using 2011-HICES and 2019-HICES. Actual data: 2019. Nowcast: 2020-2022. Forecasts are from 2023 to 2025.
b/ Projection using inequality adjusted methodology based on Lakner, Mahler, Negre, & Espen (2020).
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UKRAINE
Table 1 2022
Population, million 43.5

GDP, current US$ billion 150.3

GDP per capita, current US$ 3451.6

Upper middle-income poverty rate ($6.85)a 7.1

Gini indexa 25.6

School enrollment, primary (% gross)b 99.0

Life expectancy at birth, yearsb 71.2

Total GHG emissions (mtCO2e) 144.5

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2020), 2017 PPPs.
b/ WDI for School enrollment (2014); Life expectancy
(2020).

While economic activity had stabilized

in mid-2022, attacks on Ukraine’s ener-

gy infrastructure starting in October

have caused disruptions and under-

mined the recovery. GDP declined by

29.2 percent in 2022 and is expected to

grow by only 0.5 percent in 2023.

Thanks to international support

Ukraine has been able to ensure the de-

livery of key social services. Continued

donor support will be fundamental to

maintain these gains.

Key conditions and
challenges

While Ukraine’s economy has gradually
adjusted to the wartime needs, attacks
on the electricity network starting in Oc-
tober 2022 damaged over 40 percent of
the country’s power grid, thereby exac-
erbating production constraints for se-
lect sectors that drove Ukraine’s GDP
prior to the war. The attacks also im-
posed additional external pressure by
limiting exports and increasing demand
for energy-related imports. Ukraine’s
economic outlook will depend on the
evolution of the war and the country’s
ability to adjust to continued aggression.
With a prolonged war increasingly likely,
Ukraine faces significant economic chal-
lenges. In the near term, maintaining the
stable functioning of the war economy is
critical. This will involve identifying op-
portunities to finance the elevated fiscal
deficit - driven by the need to ensure
defense and social expenditure while tax
collection is limited - and domestic debt
service. Annual debt service payments
(interest and amortization) are estimat-
ed at US$17.6bn equivalent in 2023, of
which US$15bn stem from the amorti-
zation of short-term domestic debt. To-
tal fiscal needs are estimated to exceed
US$41bn in 2023. Maintaining macroeco-
nomic stability will also hinge on con-
trolling inflation. In 2022, Ukraine relied
on the monetization of residual financing
needs. While the central bank has been

able to effectively neutralize the inflation-
ary impacts of such operations, a cen-
tral challenge will be to encourage higher
rollover rates for domestic banks to elim-
inate the need for monetization. In the
medium term, Ukraine will need to set
the conditions for economic recovery by
funding capital expenditure and by con-
tinuing critical institutional reforms.
Considering these challenges, any stop
or delay in external funding may lead
to broad negative economic and social
consequences. Continued foreign aid in-
flows are an essential lifeline as they
help meet financing needs, balance the
current account, and provide a lever for
Ukraine to control inflation.

Recent developments

GDP declined by 29.2 percent in 2022.
The contraction was less than expected
as the UN-brokered grain deal and
the return of nearly 4 million migrants
boosted economic activity in Q3. The
opening of new logistic routes and
re-orientation of supply to wartime
needs by the private sector added to
growth. However, attacks on the elec-
tricity infrastructure caused disrup-
tions and a 31.4 YoY contraction in
Q4. Inflation stood at 26.6 percent
at end-2022. NBU intervened in the
currency market to establish an ex-
change rate peg and mopped up do-
mestic liquidity to control demand,
preventing further inflation growth.
While the invasion has affected asset

FIGURE 1 Ukraine / Quarterly GDP growth, year-over-year
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FIGURE 2 Ukraine / Actual and projected poverty rate
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quality in the financial sector, banks
have remained profitable and stable.
Ukraine’s current account surplus was
5.7 percent of GDP in 2022, with grant
inflows compensating for a growing
trade deficit that reached 16 percent of
GDP. Annual exports declined by 30
percent, while imports contracted by on-
ly 4 percent. The capital account was
under pressure due to the withdrawal
of foreign exchange by refugees and
outflows of trade financing. This was
compensated through loan inflows, that
helped restore international reserves to
US$29.9bn, close to the pre-war level.
Public finances remain under pressure.
The consolidated budget deficit excluding
grants amounted to 26.5 percent of GDP
in 2022. Tax revenue declined by a nom-
inal 8 percent in nominal terms (30 per-
cent in real terms) as indirect taxes suf-
fered contractions. Direct revenue showed
resilience, supported by wage increases
in the defense sector. Expenditure grew
by 65 percent, with war-related spending
and essential public and social services

prioritized. By contrast, capital expendi-
ture declined by 37 percent. The deficit
was financed through international assis-
tance and monetization by NBU.
Poverty is estimated to have increased
from 5.5 percent in 2021 to 24.1 per-
cent in 2022, pushing 7.1 million more
people into poverty and retracting 15
years of progress.

Outlook

Despite a localization of active com-
bat, Ukraine’s economic outlook re-
mains highly uncertain and is depen-
dent on the duration of the war. The
projections assume a continuation of
economic activity at the level of 4Q22
into the medium term, adjusting for
seasonal effects and accounting for re-
cent improvements in the energy sup-
ply. GDP is expected to grow by only
0.5 percent in 2023.Domestic trade and
light industries, focused on supplying

the domestic market and meeting
wartime needs, are projected to re-
cover gradually. However, agricultural
output is expected to decline by about
15 percent due to problems with sow-
ing and a reduction in arable land.
Heavy industry output is also expect-
ed to remain subdued. Inflation is ex-
pected to decline slightly to 18 percent
by the end of 2023 as monetary policy
continues to contain domestic demand.
This scenario is subject to significant
downside risks related to a deteriora-
tion of the security situation.
The current account is expected to regis-
ter a 4.5 percent of GDP deficit in 2023
as a widening trade deficit offsets ex-
pected secondary income from interna-
tional grants of around US$10bn. Exports
are estimated to remain low, due to low-
er agricultural output and persistent lo-
gistics bottlenecks. By contrast, imports
are expected to increase by a nominal 20
percent YoY, driven by strengthening do-
mestic demand and continued needs for
the import of energy-related goods.

TABLE 2 Ukraine / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f
Real GDP growth, at constant market prices -3.8 3.4 -29.2 0.5

Private Consumption 1.7 6.9 -15.5 7.7
Government Consumption -0.7 0.8 16.7 0.0
Gross Fixed Capital Investment -21.3 9.3 -80.0 5.5
Exports, Goods and Services -5.8 -8.6 -60.0 15.0
Imports, Goods and Services -6.4 14.2 -30.0 20.0

Real GDP growth, at constant factor prices -3.9 3.4 -29.1 0.5
Agriculture -11.5 14.4 -25.0 -15.0
Industry -4.5 1.1 -60.0 1.5
Services -2.3 2.4 -20.3 2.9

Inflation (Consumer Price Index) 5.0 10.0 26.6 18.0

Current Account Balance (% of GDP) 3.4 -1.6 5.7 -4.5
Net Foreign Direct Investment Inflow (% of GDP) 0.0 -2.4 0.0 0.0

Fiscal Balance (% of GDP)a -5.0 -4.0 -26.5 -28.2
Revenues (% of GDP) 39.9 36.3 43.4 39.5
Debt (% of GDP) 60.4 43.3 78.0 97.0

Primary Balance (% of GDP)a -2.1 -0.5 -23.8 -24.9

Upper middle-income poverty rate ($6.85 in 2017 PPP)b,c 7.1 5.5 24.1 24.0

GHG emissions growth (mtCO2e) -3.8 1.7 -33.2 -3.3
Energy related GHG emissions (% of total) 77.8 78.1 73.4 74.9

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Fiscal Balance and Primary Balance are excluding grants in 2022-2023.
b/ Calculations based on ECAPOV harmonization, using 2020-HLCS.
c/ Projection using neutral distribution (2020) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU. 2022 estimate based on simulation reflecting
economic contraction and poverty impacts of inflation. Actual data: 2020. Nowcast: 2021-2022.
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UZBEKISTAN
Table 1 2022
Population, million 35.6

GDP, current US$ billion 80.4

GDP per capita, current US$ 2254.9

School enrollment, primary (% gross)a 98.1

Life expectancy at birth, yearsa 70.3

Total GHG emissions (mtCO2e) 174.3

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

Uzbekistan’s economy grew by 5.7

percent in 2022, which is better than

expected, largely supported by strong

remittances and exports. Fiscal con-

solidation is continuing, albeit on a

more gradual trajectory given the

need to cushion the impact of exter-

nal shocks this year as well. The

medium-term outlook remains posi-

tive as ambitious ongoing economic

reforms are expected to continue to

invigorate private sector-led growth.

Key conditions and
challenges

Uzbekistan has developed an ambitious
set of reforms in recent years, but more
are needed to continue to spur private
sector-led growth and job creation. No-
tably, reducing the dominance of SOEs
and opening up key sectors of the econ-
omy to competition, with priority on
factor markets and backbone services,
strengthening the regulatory environ-
ment, and reducing the high trade and
transit costs, would strengthen market
incentives and sustainability.
The Government recognizes that the
transition must be inclusive. In that re-
gard, recent reforms expanding coverage
and the targeting of social assistance
have been significant.
Natural gas and power outages were expe-
rienced in December 2022 in many parts of
the country, including in the capital. This
highlights the systemic crisis and needs
for reforms in Uzbekistan’s energy sector.

Recent developments

GDP grew by 5.7 percent in 2022, led by
strong remittances, consumption, and ex-
ports. Non-gold exports grew by 21 per-
cent in 2022 (in USD value), led by textiles,
non-ferrous metals, fertilizers, and food,
largely driven by high export growth to
Russia (52 percent). This constituted

around 17 percent of total goods exports in
2022. Services exports, mainly in transport
and tourism, increased by 53 percent. This
reflects a three-fold increase of tourists or
immigrants inflow from Russia, as well
as a pick-up in tourism from Kazakhstan,
Kyrgyzstan, and Tajikistan. Imports ex-
panded by 20.4 percent as imported food
and energy prices rose with rising do-
mestic demand. Remittance inflows dou-
bled as a share of GDP to 18.9 percent
in 2022 due to RUB appreciation and in-
creased migrant inflows.A part of these fi-
nancial inflows reflects the increased pri-
vate money transfers of Russian citizens
fleeing Russia and companies relocating
to Uzbekistan following Russia’s invasion
of Ukraine. This narrowed the current ac-
count deficit from 7 percent in 2021 to
just 0.6 percent of GDP in 2022.
The fiscal deficit declined from 6.1 per-
cent of GDP in 2021 to 4.2 percent in
2022, supported by higher revenues. By
end-2022, international reserves increased
slightly to reach USD 35.8 billion, or 14
months of import cover.
Higher costs of food, fuel, and logistics
drove CPI inflation up to 12.3 percent
(yoy) in December. The UZS depreciated
by 3.8 percent against the USD in 2022,
and the real effective exchange rate ap-
preciated slightly by 0.4 percent. After
initially raising the policy rate by 300 bps
to 17 percent, the Central Bank (CBU) cut
the rate back to 15 percent in July 2022
and to 14 percent in March 2023.
Credit growth in nominal terms stepped
up to 21.5 percent in 2022 from 18.5
percent the prior year. The banking sec-
tor remains adequately capitalized with a

FIGURE 1 Uzbekistan / GDP growth, inflation, and
unemployment
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FIGURE 2 Uzbekistan / Poverty, GDP per capita, SME
development
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capital adequacy ratio of 17.8 percent at
end-2022 relative to a required CAR of 13
percent. NPLs reduced from 5.1 percent at
the end-2021 to 3.5 percent at end-2022.
The unemployment rate fell to the pre-
COVID-19 level of 8.8 percent, down
from 9.6 percent in 2021, although it re-
mains higher for youth and women and
in lagging regions. The poverty rate is
projected to have declined from 17 per-
cent in 2021 to 14 percent in 2022 (using
the national poverty line) supported by
higher remittances.

Outlook

Growth is expected to moderate to 5.1
percent in 2023 and accelerate gradually

in the medium term. Russia’s protracted
war in Ukraine, and increased logistical
challenges linked to the sanctions on
Russia, are expected to prolong high
food and energy prices and reduce pri-
vate consumption growth. Private in-
vestment and trade are expected to
grow, and the current account deficit to
widen, with remittances to Uzbekistan
expected to moderate from their peak in
2022. The projected recovery in China
may increase demand for Uzbekistan’s
textile and food exports.
Higher revenues from gold and copper
exports and slower public investment
spending will see the fiscal deficit decline
to 3.3 percent of GDP in 2023, close to
the Government’s target of 3 percent.
Budget consolidation is expected to con-
tinue in future years, supported by both

revenue mobilization and spending effi-
ciency. The Government is expected to
adhere to its overall debt limits, with
public debt and total external debt grad-
ually falling to 32 percent and 55 percent
of GDP, respectively, by 2025.
Continued growth and expanded social
protection programs are expected to
sustain poverty reduction, and the na-
tional poverty rate is projected to fall to
12 percent in 2023.
Risks to the outlook are tilted down-
side, including a possible deeper con-
traction of Russia’s economy and
tighter-than-expected global financial
conditions. Positive surprises may po-
tentially include higher global gold,
natural gas, and copper prices; and
stronger productivity growth from on-
going structural reforms.

TABLE 2 Uzbekistan / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 2.0 7.4 5.7 5.1 5.4 5.8

Private Consumption 0.2 11.6 10.5 5.0 5.8 6.0
Government Consumption 1.4 3.4 1.4 3.1 3.5 4.4
Gross Fixed Capital Investment -4.4 2.9 5.0 4.2 5.3 5.6
Exports, Goods and Services -20.0 13.3 25.3 20.5 17.9 18.4
Imports, Goods and Services -15.0 19.9 11.5 20.6 20.3 19.6

Real GDP growth, at constant factor prices 2.0 7.4 5.7 5.1 5.4 5.8
Agriculture 2.9 4.0 3.6 3.7 3.9 3.9
Industry 2.5 7.9 5.5 5.0 5.6 5.6
Services 1.2 9.1 7.0 5.9 6.1 6.9

Inflation (Consumer Price Index) 12.9 10.8 11.4 11.8 10.0 6.6

Current Account Balance (% of GDP) -5.0 -7.0 -0.6 -3.7 -3.8 -4.1
Net Foreign Direct Investment Inflow (% of GDP) 2.9 3.3 2.4 2.8 3.1 3.2

Fiscal Balance (% of GDP) -4.4 -6.1 -4.2 -3.3 -3.0 -3.0
Revenues (% of GDP) 26.0 26.1 29.5 27.1 27.6 28.2
Debt (% of GDP) 37.4 35.5 34.5 34.2 32.9 31.9
Primary Balance (% of GDP) -3.4 -5.0 -3.2 -2.4 -2.1 -2.2

GHG emissions growth (mtCO2e) -1.8 -1.1 -3.2 -2.7 -2.1 -2.6
Energy related GHG emissions (% of total) 60.1 59.4 58.1 56.8 55.7 54.4

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
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ARGENTINA
Table 1 2022
Population, million 46.1

GDP, current US$ billion 637.0

GDP per capita, current US$ 13832.7

International poverty rate ($2.15)a 1.0

Lower middle-income poverty rate ($3.65)a 2.5

Upper middle-income poverty rate ($6.85)a 10.6

Gini indexa 42.0

School enrollment, primary (% gross)b 108.9

Life expectancy at birth, yearsb 75.9

Total GHG emissions (mtCO2e) 413.8

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ Most recent WDI value (2020).

A severe drought will curtail growth in

2023, derailing reserve accumulation and

fiscal revenues. Inflation has reached his-

torical highs and continues to deter

progress in poverty reduction. Growth is

expected to gather pace in 2024 as the

drought comes to an end. In addition to

making progress on macroeconomic stabi-

lization anchored in an IMF program, re-

forms that aim to bolster investment and

facilitate formal private sector job cre-

ation would strengthen growth beyond

resource-intensive sectors and spur

shared prosperity.

Key conditions and
challenges

Argentina has been struggling to find new
sources of growth since the end of the com-
modity super-cycle that led to an increase
in real incomes, and also triggered, in part,
an unprecedented expansion of fiscal
spending. As the commodity price boom
waned, the country has found it difficult to
finance public recurrent spending despite
a large increase in the tax burden and a col-
lapse in public investment. Persistent mon-
etary financing of fiscal imbalances has
gradually pushed up inflation and re-
duced confidence in the peso.
Several external shocks and policy choices
over the past decade have lowered growth
and investment, leading to a stagnation in
private sector formal job creation. Argenti-
na’s external competitiveness has also de-
clined, as evidenced by declines in the
number of exporters and quantities export-
ed, narrower export diversification and in-
creased commodity dependence.
Following a three-year recession, economic
activity rebounded from the COVID crisis.
Unemployment reached the lowest level
registered since 2017 at 6.3 percent in
2022Q4, but job quality is low, as most new
jobs correspond to vulnerable own-ac-
count and informal workers. Poverty de-
creased from 14.1 percent in 2020 to 10.6 in
2021 (using the international poverty line
of US$6.85 per day).
Persistent macroeconomic imbalances do
not allow for sustained strong growth.

Sound and credible macro-fiscal policies,
coupled with bold reforms to incentivize
private sector investment and generate ex-
ports, are needed to lead the economy be-
yond a cyclical recovery and create good
quality jobs. Closing large infrastructure
gaps and strengthening skill acquisition
will be key to lifting Argentina’s low growth
potential and to successfully navigating the
twin digital and green transitions.

Recent developments

After recovering rapidly from the
COVID-19 crisis, economic activity expand-
ed in the first half of 2022 to a level slightly
above the previous cyclical peak attained in
2017. Growth was supported by expansion-
ary domestic policies, both monetary and
fiscal, at the cost of widening macroeco-
nomic imbalances, as evidenced by acceler-
ating inflation, a widening of the fiscal
deficit, low foreign reserves and a large gap
between official and alternative exchange
rates. Fiscal policy shifted gear and turned
strongly contractionary in the second half of
2022, owing to the short-run effect of accel-
erating inflation on most budget items and
to the implementation of the energy tariff
segmentation scheme. A high-inflation en-
vironment, further tightening of import
controls and a contractionary fiscal policy
curtailed economic activity by 2.9 percent in
the last four months of the year.
A more restrictive monetary policy in the
last quarter of the year has helped stabilize
financial variables and partially restore CB
net reserves. This has been supported by

FIGURE 1 Argentina / Fiscal balance (rolling 12-months)
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FIGURE 2 Argentina / Actual and projected poverty rates
and real GDP per capita

0

2000

4000

6000

8000

10000

12000

14000

16000

18000

20000

0

2

4

6

8

10

12

14

16

18

2006 2008 2010 2012 2014 2016 2018 2020 2022 2024
International poverty rate Lower middle-income pov. rate

Upper middle-income pov. rate Real GDP pc

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

Source: World Bank. Notes: see Table 2.

MPO Apr 2388



multiple regulations to access the official
FX market and by the launch of two
rounds of the “soy dollar” scheme to mo-
tivate exporters to frontload liquidation of
their stocks. The more prudent manage-
ment of fiscal and monetary policies in the
second half of the year, and the use of pref-
erential exchange rates allowed attaining
all the quantitative performance criteria of
the Extended Fund Facility arrangement
by the end of 2022.
However, and despite tight import con-
trols, net reserves are estimated to have
fallen from US$7.7bn in December to be-
low US$4bn in March 2023, because of the
decline in agricultural exports. Yearly in-
flation has reached three digits, adversely
impacting the poor and vulnerable. Strong
inertia, relative price adjustments and
heightened uncertainty are making it diffi-
cult to bring down inflation.

Outlook

The economy is expected to stagnate in
2023, owing to the severe drought that will

drastically cut agriculture output and ex-
ports and to the negative carry-over effect
from the end of 2022. In 2022, the poverty
rate is projected to reach 12.4 percent of the
urban population under the international
poverty line of $6.85 per day; prospects for
a reduction in the poverty rate in 2023 do
not look positive as the prices of food and
basic consumption basket are increasing at
a higher rate than general inflation.
The drought will slash output from the
three main crops by about 40 percent, lead-
ing to a decline in exports and negatively
impacting fiscal revenues and foreign re-
serve accumulation.
Low reserves and the continued imple-
mentation of import controls will hamper
private investment. Public investment,
primarily focused on completing the first
phase of the Nestor Kirschner gas
pipeline, will add to capital formation,
only partially offsetting the decline in pri-
vate investment. Import controls and a
projected increase in oil exports in the
second half of the year will secure a small
current account surplus.
A high inflationary environment will con-
tinue to hinder private consumption. Fiscal

and monetary policies are likely to remain
restrictive as authorities aim to comply
with IMF quantitative targets. Additional
efforts are likely to be needed to manage
the projected reduction in revenues associ-
ated with the direct and indirect effects of
the drought.
Growth is expected to accelerate in 2024,
as improved climate conditions allow for
the expansion of agricultural output, with
positive effects in manufacturing and
transportation via input-output links.
Historically high commodity prices are
expected to persist, supporting output
and exports. Investments in energy effi-
ciency, particularly the NK gas pipeline,
will lead to reduced energy imports and
a brighter economic outlook.
Significant downside risks persist, and
they are mainly domestic. The short-
term outlook could worsen, depending
on the duration and severity of the
drought. Given the low level of re-
serves, a disorderly correction in the
value of the peso could exacerbate in-
flation in the absence of bolder reforms.
High poverty and inflation levels also
create potential for social unrest.

TABLE 2 Argentina / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -9.9 10.4 5.2 0.0 2.3 2.0

Private Consumption -13.7 10.0 9.4 0.2 2.1 2.0
Government Consumption -1.9 7.1 1.8 0.3 0.7 1.3
Gross Fixed Capital Investment -13.0 33.4 10.9 -5.1 3.8 3.4
Exports, Goods and Services -17.7 9.2 5.7 -11.5 6.8 5.1
Imports, Goods and Services -18.5 22.0 17.4 -12.2 5.5 5.6

Real GDP growth, at constant factor prices -10.0 10.0 5.2 0.0 2.3 2.0
Agriculture -7.7 0.7 -3.8 -9.7 6.5 2.1
Industry -9.3 15.3 6.0 -0.4 1.4 2.1
Services -10.6 9.0 6.2 1.4 2.3 1.9

Current Account Balance (% of GDP) 0.8 1.4 -0.2 0.2 0.0 0.1
Net Foreign Direct Investment Inflow (% of GDP) 0.9 1.1 0.9 0.8 1.2 1.5

Fiscal Balance (% of GDP)a -8.4 -4.2 -4.1 -4.0 -3.4 -3.0
Revenues (% of GDP) 32.4 32.1 31.1 31.0 30.8 30.6

Debt (% of GDP)a 107.5 87.9 81.2 79.0 75.6 72.9

Primary Balance (% of GDP)a -5.9 -2.3 -2.0 -1.7 -0.8 -0.3

International poverty rate ($2.15 in 2017 PPP)b,c 1.1 1.0 1.0 1.0 1.0 1.1

Lower middle-income poverty rate ($3.65 in 2017 PPP)b,c 3.5 2.5 2.7 2.8 2.8 2.9

Upper middle-income poverty rate ($6.85 in 2017 PPP)b,c 14.1 10.6 12.4 12.9 13.1 13.3

GHG emissions growth (mtCO2e) -1.9 3.2 2.5 0.6 1.6 1.7
Energy related GHG emissions (% of total) 39.8 41.0 41.9 41.7 42.0 42.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Fiscal data refer to the general government.
b/ Calculations based on SEDLAC harmonization, using 2021-EPHC-S2. Actual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.
c/ Projections using microsimulation methodology.
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THE BAHAMAS
Table 1 2022
Population, million 0.4

GDP, current US$ billion 13.2

GDP per capita, current US$ 32138.8

School enrollment, primary (% gross)a 96.1

Life expectancy at birth, yearsa 72.7

Total GHG emissions (mtCO2e) 3.0

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

GDP grew by an estimated 11 percent

in 2022, slightly less than in 2021, but

remains below its 2019 level. Growth

was driven by the recovery of services,

particularly by tourism. The fiscal ac-

counts started to improve with the over-

all deficit decreasing from 13.6 percent

of GDP in 2021 to 5.7 percent of GDP

in 2022. The current account deficit re-

mains high at 17.2 percent of GDP de-

spite some improvement. Reducing the

inflation and the learning losses that oc-

curred during the pandemic are critical

to achieving progress toward poverty re-

duction of future generations.

Key conditions and
challenges

The Bahamas is a high-income service
economy heavily dependent on tourism
and financial services. Real GDP has
grown on average at 1 percent in the
last eight years. The country remains
vulnerable due to its small size, lack
of economic diversification, and risk of
natural disasters.
The Bahamas relies heavily on foreign in-
vestment, especially in terms of tourism
and other services. The services industry
represents 85 percent of GDP, and em-
ploys a sizable portion of the country's
workforce; it is highly dependent on the
economic performance of foreign mar-
kets, such as the USA, Canada, UK, and
France. Moreover, the economy is heavily
dependent on imported goods such as fu-
el and food.
The Bahamas was recently removed from
the Financial Action Task Force’s grey list.
Efforts to strengthen the country’s Anti-
Money Laundering regulation and super-
vision are ongoing. The financial sector
remains sound.
For a high-income country, The Bahamas
has a relatively high poverty rate and sig-
nificant inequality, and very limited pover-
ty data. According to the 2013 Household
Expenditure Survey, 12.8 percent of the
population lived below the national pover-
ty line and the Gini index was high at 41.4.
While no official income poverty indica-
tors have been produced since 2013, The

Bahamas has exhibited some improve-
ments in other areas, such as education
and life expectancy, as reflected by the in-
crease in the Human Development Index
(HDI) in the past two decades. However,
part of the increase was reversed by the
pandemic. The country’s HDI went from
0.801 in 2001 to 0.827 in 2018 and back to
0.812 in 2021. Despite the setback, the HDI
is still above the Latin America and the
Caribbean average of 0.755. and close to
Costa Rica and Trinidad and Tobago.
Unemployment in The Bahamas is high.
According to ILO estimates, the unem-
ployment rate in 2022 was 10.1 percent.
Unemployment is more prevalent among
the youth and especially women. Female
youth unemployment rate in 2022 stood
at 27.8 percent, higher than male youth
unemployment rate (21.4 percent). High
unemployment among the youth is ex-
plained by a lack of economic diversifica-
tion, inadequate skills, and frictions in the
job match services.
Vulnerability to climate change and global
health risks jeopardize the country’s devel-
opment trajectory. Sea-level rise associated
with increasing temperatures threatens the
safety of the island and its citizens.

Recent developments

At 11 percent, GDP growth was high in 2022,
as the demand for tourism services contin-
ues to recover after pandemic restrictions
were eased. As of February 2023, only 43
percent of the population has been fully vac-
cinated, and according to the latest data for

FIGURE 1 The Bahamas / RealGDPgrowthand contributions
to real GDP growth
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FIGURE 2 The Bahamas / Fiscal balance and public debt
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2022, the tourist inflow has reached only 83
percent of its pre-pandemic levels.
Tourism-related FDI projects, together with
post-hurricane rebuilding efforts support-
ed the construction sector output. Construc-
tion projects are mainly driven by the pri-
vate sector; however, the government also
continues to finance the rebuilding of public
buildings to increase their resilience to nat-
ural disasters as well as to implement a miti-
gation policy for climate change.
Average inflation accelerated from 2.9 per-
cent in 2021 to 5.7 percent in 2022, largely
driven by imported food, clothing, and fu-
el. The Government tried to mitigate the
losses in disposable household income and
its impact on poverty, by reducing elec-
tricity costs, giving a $500 lump-sum pay-
ment to citizens who were not able to work
due to the pandemic, and by increasing the
minimum wage in October 2022.
Public finances are entering a consolida-
tion process after worsening during the
pandemic. Revenues and output are recov-
ering, and pandemic-related spending is
being phased out. The fiscal deficit is es-
timated to decrease from 13.6 percent of
GDP in 2021 to 5.7 percent of GDP in 2022,
while public debt is estimated to decrease

from 102.6 percent of GDP to 90.5 percent
of GDP over the same period.
The external sector was strongly hit during
the pandemic. The current account deficit
(CAD) fell from 23.1 percent in 2021 to 17.2
percent in 2022 as net travel receipts have
improved but demand for key imports has
increased, as have their prices. The CAD has
been financed by borrowing from capital
markets and IFIs, FDI, and international re-
serves, which, nevertheless, amounted to al-
most6monthsof importsat theendof2022.

Outlook

Economic growth is projected to slow to
4.3 percent in 2023, as tourism flows and
construction projects return to pre-pan-
demic levels. However, growth is project-
ed to decline to 2 percent in 2024 and 1.9
percent in 2025, after the post-pandemic
recovery is completed.
The inflation rate is projected to decrease to
5.3 percent in 2023 and 3.3 percent in 2024 as
commodity prices gradually decline.
The primary and overall fiscal deficits
will decrease to 0.6 percent of GDP and

5.3 percent of GDP, respectively, in 2023.
The downward trend is expected to be
sustained in the subsequent two years,
due to the government’s ongoing efforts
to reduce expenditures and resume tax
reforms aiming at the expansion of the
tax base and enhancing compliance.
Public debt will decrease to 84 percent of
GDP in the near term once the economy is
back on the growth path and as revenues
rebound. In the longer term, by FY2030/
31, the Government’s target is to decrease
debt to 50 percent of GDP.
The CAD will decrease to 14.4 percent of
GDP in 2023, as tourism receipts expand. It
is expected to continue gradually narrow-
ing in 2024 and 2025, helping to maintain
gross international reserves at an adequate
level. The sources of CAD financing are ex-
pected to remain the same.
The outlook is subject to downside risks,
including a slow-down in tourism, which
is highly dependent on the economic per-
formance of advanced economies such as
the US, the UK, and Canada, more persis-
tent than projected inflationary pressures,
the risk of natural disasters, and the global
macroeconomic risks related to tightening
of financial conditions.

TABLE 2 The Bahamas / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -23.8 13.7 11.0 4.3 2.0 1.9

Private Consumption -21.2 21.2 3.5 2.0 1.3 1.0
Government Consumption -13.4 13.7 -1.9 1.6 1.7 1.7
Gross Fixed Capital Investment -36.6 58.0 15.9 10.1 1.2 5.1
Exports, Goods and Services -47.9 25.6 40.0 11.0 9.5 2.9
Imports, Goods and Services -30.7 42.5 5.6 9.1 6.2 4.0

Real GDP growth, at constant factor prices -23.8 13.7 11.0 4.2 2.0 1.9
Agriculture 14.1 -31.7 2.0 0.5 0.6 0.6
Industry -34.5 8.5 15.7 5.0 4.0 4.0
Services -22.5 14.8 10.5 4.1 1.8 1.6

Inflation (Consumer Price Index) 0.0 2.9 5.7 5.3 3.3 2.9

Current Account Balance (% of GDP) -24.5 -23.1 -17.2 -14.4 -11.5 -11.6
Net Foreign Direct Investment Inflow (% of GDP) 4.0 3.7 3.5 3.4 3.4 3.4

Fiscal Balance (% of GDP)a -7.1 -13.6 -5.7 -5.3 -3.1 -2.0
Revenues (% of GDP) 18.8 19.3 20.5 20.8 21.5 21.8

Debt (% of GDP)a 75.3 102.6 90.5 84.6 84.0 79.7

Primary Balance (% of GDP)a -4.0 -9.4 -1.4 -0.6 1.5 2.3

GHG emissions growth (mtCO2e) -2.8 -1.4 -1.2 -0.8 -0.6 -0.4
Energy related GHG emissions (% of total) 88.8 88.2 87.9 87.6 87.3 87.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Fiscal balances are reported in fiscal years (July 1st -June 30th).
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BARBADOS
Table 1 2022
Population, million 0.3

GDP, current US$ billion 5.3

GDP per capita, current US$ 18982.1

School enrollment, primary (% gross)a 98.3

Life expectancy at birth, yearsa 77.4

Total GHG emissions (mtCO2e) 3.5

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

Barbados’s economy is rebounding, bene-

fiting from a return of tourists that al-

lowed for an economic growth of 10.0 per-

cent in 2022 and likely a poverty reduc-

tion. After a pandemic-related interrup-

tion, the implementation of the Barbados

Economic Recovery and Transformation

(BERT) plan which seeks to achieve high

primary surpluses and reduce external

and natural vulnerabilities has been re-

sumed. Public debt is projected to de-

crease but remains high at 122.6 percent.

Faster than expected slowdown in

tourism source markets, higher oil import

prices, and climate events pose risks.

Key conditions and
challenges

Barbados is a high-income service econo-
my. Tourism, financial services, and other
services accounted for around 70 percent
of GDP in 2021. Due to its small size, its
dependence on tourism, and high depen-
dence on imports of essential goods, the
economy is vulnerable to external shocks,
such as the recent pandemic, hikes in im-
port prices and climate change, and nat-
ural disasters. Recent shocks have result-
ed in a sharp contraction in economic ac-
tivity and greatly reduced fiscal space.
Because of the fixed exchange rate and
dependence on imports from the US, in-
crease in the US inflation leads to higher
inflation in Barbados. The financial sector
has abundant liquidity and excess re-
serves. The Central Bank has few instru-
ments to tighten monetary conditions in
response to the surge in inflation.
The government has been advancing im-
portant structural reforms in key areas,
supported by successor IMF programs and
funding under the IMF’s new Resilience
and Sustainability Trust, including debt re-
structuring, macroeconomic stability and
resilience to climate change, and reduction
of greenhouse gas emissions. In 2022, the
government launched BERT 2022, which
seeks to gradually reduce its public debt
(to 60 percent of GDP by FY 2035/36) while
incentivizing a green transition, investing
in human capital, diversifying the econo-
my, and enhancing competitiveness.

Poverty levels are likely to have decreased
in comparison to the pandemic 2020/21 bi-
ennium, yet still at a higher level than pre-
covid. There are no official poverty esti-
mates since 2017 when 17.2 percent of
households and 25.7 percent of consumers
were under the basic needs line. Neverthe-
less, the economic surge led by a 10.8 per-
cent growth in services is likely to benefit
those who can get back to work.

Recent developments

Real GDP growth is estimated at 10.0 per-
cent in 2022, up from 0.7 percent a year
ago. The growth acceleration is due to a
recovery of tourism flows, but the output
is yet to reach pre-pandemic levels as the
number of tourists has not returned to
2019 levels. In 2022, the total number of
stay-over visitors reached only 64 percent
of its 2019 level, even though it had in-
creased by 206 percent compared to 2021.
As of February 2023, 54 percent of the pop-
ulation is fully vaccinated.
The improvement in economic conditions
is likely to be increasing the demand for
agricultural products; in 2021 the agricul-
ture industry grew by 3.8 percent, dri-
ven by the production of livestock, while
sugar cane and fishing activities were
still lagging.
After the severe impacts of the pandemic
on Barbados' labor markets, employment
was helped by economic growth in 2022.
However, labor market indicators have
yet to fully recover. ILO estimated the
unemployment rate to have risen from

FIGURE 1 Barbados / Real GDP growth and contributions to
real GDP growth
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FIGURE 2 Barbados / Fiscal balances and public debt
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8.4 percent of the labor force in 2019 to
10.4 percent in 2020 and 2021. The nominal
minimum wage increased by 36 percent
between 2020 and 2021, aiming to protect
families’ purchasing power during the cri-
sis but not necessarily helping employ-
ment recovery. The economic recovery in
2022, pushed by the growth of tourism ser-
vices has stimulated the reabsorption of
the workforce. The latest estimates avail-
able from a 2016 Survey on Living Condi-
tions suggest that only 38 percent of Barba-
dos workers have a formal job.
The Central Bank of Barbados kept its poli-
cy rate unchanged since April 2020 to sup-
port the economic recovery. Private-sector
credit remains low. The inflation rate only
started to accelerate in the second half of
2021. The average annual inflation in-
creased from 3.1 percent in 2021 to 9.4 per-
cent in 2022, largely fueled by food and oil
price increases.
The current account deficit remained
widened at 11.0 percent of GDP in 2021.
Despite the rebound in tourism, the CAD
remained elevated at 10.0 percent of GDP

in 2022 due to increased import demand
and higher fuel and food prices. Gross in-
ternational reserves are estimated at 7.3
months of imports as of December 2022.
The Government reduced the overall fiscal
deficit from 4.7 percent of GDP in 2021 to
2.2 percent of GDP in 2022, as the revenues
are recovering, and the pandemic-related
spending is being phased out.

Outlook

Real GDP growth is expected to reach 4.9
percent in 2023, as the tourism sector re-
turns to pre-pandemic levels, and 3.9 per-
cent in 2024. The fiscal deficit is expected to
decline to 0.9 percent of GDP in 2023 and
0.5 percent of GDP in 2024, supported by
an increase in revenues and the resump-
tion of SOE reforms. A primary surplus of
3.5 percent of GDP is expected in 2023 and
4 percent of GDP in 2024.
The inflation rate is projected to decrease to
5.8 percent in 2023, and 3.9 percent in 2024

as food and fuel prices ease. The CAD is pro-
jected to decrease to 8.9 percent of GDP in
2023 and then narrow to 7.9 percent of GDP
in 2024 as the services surplus continues to
increase. The trade deficit is expected to re-
main high (above 17 percent of GDP
through 2025) as elevated import prices and
increased import demand for private con-
sumption and investment. The CAD will be
financed by financial support from IFIs and
an increase in private capital inflows.
Returning to pre-pandemic levels of em-
ployment and income will take longer
and will depend heavily on the recovery
of the tourism sector. Additional support
for the most vulnerable will be necessary
to attain the welfare levels observed over
the last decade.
The outlook is subject to downside risks,
including the possibility of a slowdown in
tourism, which is highly dependent on the
economic performance of advanced
economies such as the US, the UK, and
Canada, the risk of natural disasters, and
the global macroeconomic risks related to
tightening of financial conditions.

TABLE 2 Barbados / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -13.7 0.7 10.0 4.9 3.9 3.1

Real GDP growth, at constant factor prices -13.7 0.7 10.0 4.9 3.9 3.1
Agriculture -4.8 3.8 7.8 5.0 5.0 3.4
Industry -3.9 0.6 7.5 3.0 1.0 0.6
Services -16.3 0.5 10.8 5.3 4.5 3.7

Inflation (Consumer Price Index) 2.9 3.1 9.4 5.8 3.9 3.3
Current Account Balance (% of GDP) -7.0 -11.0 -10.0 -8.9 -7.9 -6.7

Fiscal Balance (% of GDP) -4.8 -4.7 -2.2 -0.9 -0.5 0.7
Revenues (% of GDP) 30.1 29.1 29.3 29.1 29.3 29.8
Debt (% of GDP) 147.0 135.3 122.6 114.7 107.8 101.2
Primary Balance (% of GDP) -1.0 -0.8 2.0 3.5 4.0 5.0

GHG emissions growth (mtCO2e) -1.6 -5.2 -0.1 2.8 1.2 0.4
Energy related GHG emissions (% of total) 29.8 25.7 25.0 26.1 26.2 26.1

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
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BELIZE
Table 1 2022
Population, million 0.4

GDP, current US$ billion 2.4

GDP per capita, current US$ 5926.7

School enrollment, primary (% gross)a 102.6

Life expectancy at birth, yearsa 72.9

Total GHG emissions (mtCO2e) 7.0

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

Despite an external debt restructuring in

2021, public debt remains high at 72.8

percent of GDP in 2022. Belize experi-

enced a sound economic rebound, fueled

by increased tourism arrivals and

tourism-related construction, and real

GDP per capita surpassed its pre-pan-

demic level in 2022. The unemployment

rate fell to 5 percent, the lowest ever

recorded – though labor participation re-

mains low. The rise in global commodity

prices weakened Belize's external position

and reduced the purchasing power of the

population. Policy priorities include con-

tinued fiscal restraint, growth-enhancing

structural reforms, addressing the im-

pacts of climate change, and protecting

the vulnerable.

Key conditions and
challenges

Tourism is the most important source
of foreign exchange in Belize, followed
by agricultural exports and, to a lesser
extent, crude oil. Remittance inflows,
which account for about 5 percent of
GDP, is another major foreign exchange
source and provides substantial support
for consumption.
Weak fiscal policies, high crime and vio-
lence, an unfriendly business environ-
ment, and inadequate infrastructure have
resulted in low economic growth and em-
ployment, a large trade deficit, and a sig-
nificant debt burden. Between 2006 and
2021, three debt restructurings occurred
because of ineffective fiscal policies and ex-
ternal shocks.
With a fixed exchange rate to the US dol-
lar and a reserve cover of less than 4
months of imports, Belize is vulnerable to
external shocks such as fluctuations in en-
ergy prices, as the country is a net im-
porter of oil and gas, and changes in US
monetary policy.
Official consumption poverty estimates
from 2018 indicate that more than half of
Belize's population (52 percent) is poor, 10
percent is extremely poor, and 10 percent
is vulnerable. Women and Mayans are
more likely to be self-employed and poor,
underscoring a structural difference in em-
ployment and poverty outcomes.
The COVID-19 pandemic has had a severe
social impact. According to a World Bank

phone survey (HFPS), nearly 40 percent of
households had lower incomes at the end
of 2021. School participation, which was al-
ready low in comparison to other countries
in the region, was severely impacted. Be-
lize was one of the five countries in the re-
gion with the most severe school closures.
The EU Economic and Financial Affairs
Council (ECOFIN) removed Belize from
the EU grey list of non-cooperative tax
jurisdictions; however, gaps in financial
sector supervision remain. The govern-
ment continues to make incremental
progress toward moving the country be-
yond minimum compliance with the
Caribbean Financial Action Task Force
oversight requirements.

Recent developments

Belize's real GDP increased by 11.7 percent
in the first three quarters of 2022, fueled
by a rebound in tourism and tourism-relat-
ed investments. Hurricane Lisa which hit
some parts of the country in November
2022 did not have adverse effects on eco-
nomic growth except in the agriculture
sector. Belize recorded the lowest level of
unemployment in its history in October
2022, at 5 percent. This was due to an in-
crease in the number of people finding
work as well as a decrease in the number
of people leaving the labor force. However,
participation rates are at their lowest in the
decade, with women's recovery being
much slower than men's.
Rising global commodity prices, supply-
chain bottlenecks, and Belize's economic

FIGURE 1 Belize / Real GDP growth and contributions to
real GDP growth
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FIGURE 2 Belize / Fiscal balances and public debt

-12

-10

-8

-6

-4

-2

0

2

4

0

20

40

60

80

100

120

2020 2021 e 2022 f 2023 f 2024 f 2025 f

 Debt (lhs)  Fiscal balance  Primary balance

Percent of GDP Percent of GDP

Sources: Ministry of Finance and World Bank staff calculations.

MPO Apr 2394



recovery all contributed to inflation reach-
ing 6.3 percent in 2022. The poor and vul-
nerable have been hit the hardest by the
rise in living costs given that they spend
a larger proportion of their household in-
come on food. The 2022-23 Fiscal Budget
includes a wage restoration program for
public officials, which helps against the
rise in prices.
The current account deficit (CAD)
widened to 10 percent of GDP in 2022
due to a higher import bill, which was
not fully compensated by the increase
in tourism-led exports. The CAD was fi-
nanced by multilateral and bilateral loans
as well as FDI inflows concentrated in
tourism-related projects. International re-
serves increased by 11.4 percent by the
end of 2022 to US$468 million, the highest
level since 2015, equivalent to 3.6 months
of total imports.
The fiscal position improved in 2022 due
to the strong economic recovery and
spending consolidation. Revenues de-
creased with measures implemented to
mitigate the impact of increased food and
fuel prices, including cutting taxes on fu-
el, and providing subsidies to public
transport. Furthermore, the government
reduced the business tax levied on banks
and financial institutions to encourage
lending in strategic sectors. Despite the

reversal of the temporary decrease in
public sector wages in July 2022, spend-
ing on goods and services and wages fell.
These policies reduced debt by 5.4 per-
centage points to 72.8 percent of GDP.

Outlook

The Belizean economy is expected to decel-
erate to 3 percent in 2023 due to the com-
pletion of the post-pandemic recovery and
slower growth in the countries that gen-
erate tourism receipts (primarily the Unit-
ed States and the United Kingdom). Real
GDP is expected to continue deaccelerat-
ing to a 2 percent annual rate in 2024-25,
helped by growth in tourism, particularly
cruise ship arrivals, which have lagged the
overall recovery in travel, and the start of
new tourism-related investment projects.
Monetary tightening in the United States
and commodity price normalization and a
deceleration in domestic demand will re-
duce inflation. The recovery in economic
activity and employment is expected to re-
duce poverty in the medium term. How-
ever, despite the economic recovery, labor
market disparities and poverty rates are
not expected to return to pre-pandemic
levels in the medium term.

The CAD is projected to narrow to 7.8
percent of GDP over the medium term
(2023-25), led by the projected decrease
in fuel imports and the ongoing recov-
ery of tourism receipts. The CAD will
be financed by private inflows and mul-
tilateral lending.
The fiscal deficit is expected to average 0.6
percent of GDP during 2023-25 due to in-
flation-related upward pressure on wages
and on goods and services spending – for
example, for the first time in 11 years, the
government significantly increased mini-
mum wage for all workers, including pub-
lic servants. The government intends to in-
crease tax collection and compliance ef-
forts while also broadening the tax base
through the closure of loopholes. The high
real GDP growth rate over the medium
term will help to reduce the public debt to
59.7 percent of GDP by 2025.
Tighter monetary policy in the United
States, as well as faster than expected
global growth slowdown, would nega-
tively affect Belize’s growth and fiscal
consolidation issues. Political pressures
could increase for the government to
raise spending. Other risks to growth and
continue progress in debt reduction in-
clude COVID-19 variants, exposure to ex-
treme weather events and climate change,
and social tensions.

TABLE 2 Belize / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -13.4 15.2 9.6 3.0 2.0 2.0

Private Consumption -12.4 13.6 1.8 1.7 1.7 1.7
Government Consumption -25.0 4.9 -25.2 10.4 6.7 8.3
Gross Fixed Capital Investment 14.1 20.0 35.1 2.8 0.6 1.4
Exports, Goods and Services -29.8 35.1 4.3 3.1 2.9 2.9
Imports, Goods and Services -22.9 31.8 4.8 2.9 2.4 3.3

Real GDP growth, at constant factor prices -12.5 14.5 8.5 3.0 2.0 2.0
Agriculture 1.2 17.1 -6.2 2.1 2.0 2.0
Industry -1.8 15.1 3.8 1.1 1.0 0.6
Services -17.1 13.9 12.4 3.7 2.3 2.4

Inflation (Consumer Price Index) 0.1 3.3 6.3 4.1 2.5 1.6

Current Account Balance (% of GDP) -6.2 -6.3 -10.0 -8.0 -7.8 -7.6
Net Foreign Direct Investment Inflow (% of GDP) 3.5 5.0 5.3 5.0 5.0 5.0

Fiscal Balance (% of GDP)a -8.4 -0.9 -0.1 -0.6 -0.6 -0.6
Revenues (% of GDP) 21.0 26.6 21.8 22.3 22.6 23.1

Debt (% of GDP)a 98.6 78.2 72.8 67.8 63.1 59.7

Primary Balance (% of GDP)a -6.7 0.9 1.2 0.6 0.6 0.6

GHG emissions growth (mtCO2e) 1.8 -0.2 0.1 0.6 0.7 0.8
Energy related GHG emissions (% of total) 9.9 10.6 11.3 11.9 12.5 13.1

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Fiscal balances are reported in fiscal years (April 1st -March 31st).
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BOLIVIA
Table 1 2022
Population, million 12.2

GDP, current US$ billion 43.1

GDP per capita, current US$ 3524.6

International poverty rate ($2.15)a 2.0

Lower middle-income poverty rate ($3.65)a 5.4

Upper middle-income poverty rate ($6.85)a 15.2

Gini indexa 40.9

School enrollment, primary (% gross)b 98.8

Life expectancy at birth, yearsb 64.5

Total GHG emissions (mtCO2e) 136.8

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ Most recent WDI value (2020).

Growth is expected to slow amid lower

levels of external financing and dimin-

ished macroeconomic buffers. Bolivia

would benefit from setting a medium-

term strategy to address fiscal and exter-

nal imbalances, enhance public sector effi-

ciency, and foster private investment to

develop its mining reserves, accelerate

growth, and promote employment quali-

ty. These policies would help to rebalance

the economy and create the conditions for

poverty reduction.

Key conditions and
challenges

After years of expansionary fiscal, mone-
tary, and financial policies and the pan-
demic-led recession, high public debt, and
declining international reserves have erod-
ed the country's resilience to external and
climate shocks.
The Government continues to implement
a state-led development strategy focused
on import substitution, public investment,
and state-owned enterprises. Limited ac-
cess to global capital markets, declining
gas production, and increasing fuel and
food subsidies impose constraints on fiscal
policy and prompted the Government to
tap into pension funds and Central Bank fi-
nancing increasingly.
Challenges to household income genera-
tion persist, mainly related to employment
quality, with more than three-quarters of
workers in the informal sector, among the
largest in the region.
A credible medium-term plan to im-
prove the business environment,
strengthen institutions, and reduce the
fiscal deficit is critical to address Bo-
livia's macroeconomic imbalances, re-
move structural barriers to growth,
make the economy more resilient, and
foster poverty reduction. Public expen-
diture efficiency could be enhanced by
rationalizing public investment, includ-
ing in state-owned enterprises, improv-
ing social spending progressivity, mak-
ing public procurement more efficient,

and strengthening coordination across dif-
ferent levels of Government.
Fostering private investment could help
diversify the economy, and ignite new
sources of growth, creating quality em-
ployment and increasing exchange inflows
from exports and foreign investment. Bo-
livia's investment climate could be im-
proved by reducing red tape, removing tax
distortions, modernizing labor regula-
tions, improving transport and logistics,
easing agricultural export restrictions, and
fostering environmentally and socially
sustainable mining, including of lithium.

Recent developments

After the 6.9 percent rebound in 2021,
economic growth slowed to 3.1 percent
in 2022, driven by a decline in gas ex-
ports, stagnating public investment, spo-
radic diesel shortages, and social unrest
on, for example, land tenure, the popu-
lation census timeline, and domestic coca
leaf commercialization.
Between 2021 and 2022, urban unemploy-
ment fell from 5.4 to 4.5 percent, continu-
ing its recovery. However, women still lag
behind. Despite efforts to control prices,
food inflation may erode the increase in la-
bor incomes, which added to the removal
of the pandemic-related transfers in 2021,
resulted in a poverty increase from 15.2
percent in 2021 to 15.6 percent in 2022
(measured at $6.85 PPP).
The fiscal deficit fell from 9.3 percent to 7.2
percent of GDP due to higher taxes and stag-
nant public investment. Declining export

FIGURE 1 Bolivia / Public debt
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volumes and increasing fuel subsidies off-
set the positive impact of high gas export
prices. With limited external funding, the
deficit was largely financed by regional fi-
nancial institutions, pension funds, and
the Central Bank. The Government also
withdrew part of its already low savings in
the Central Bank.
Despite high commodity prices and min-
ing and soybean export volumes, the cur-
rent account surplus dropped due to lower
gas export volumes and higher fuel im-
ports. Notwithstanding this surplus, the
refinancing of 2022 bonds, the repatriation
of SOEs' foreign assets, and lower manda-
tory liquidity requirements on dollar de-
posits, international reserves fell from 5.3
months of imports in 2021 to 3.3 months in
2022 due to informal capital outflows and
smuggling, among others.
Money supply continues to grow as do-
mestic credit to the public and private
sectors has more than offset the effect of
declining reserves. Despite a recent up-
surge, inflation remained the lowest in
the region due to the fixed exchange rate,
frozen fuel prices, smuggling, and Gov-
ernment intervention in food markets, in-
cluding export restrictions.

Outlook

Growth is expected to decline gradually
to about 2.1 percent as public expendi-
ture, including public investment, will be
increasingly curbed by limited access to
external financing. Moreover, with sub-
stantial Government financing needs,
credit to the private sector is expected to
slow down, dampening private consump-
tion and investment.
The fiscal deficit will continue trending
downward as lower external and Central
Bank financing constrain expenditures.
Yet, falling hydrocarbon revenues, high fu-
el subsidies, and government intervention
in the food market are expected to prevent
the stabilization of public debt, including
the debt with the Central Bank, which is
expected to increase from 82 percent in
2022 to 89 percent in 2025.
Although the Government has made
some effort to attract foreign investment
to lithium development, delays and long
maturity periods are expected to limit
their impact in the projection period. The
trade surplus is projected to shrink as

commodity prices and natural gas pro-
duction continue to decline. Capital out-
flows and smuggling will likely continue
to reduce international reserves, despite
the Central Bank's effort to strengthen
them by, for example, setting a preferen-
tial exchange rate for exporters.
Given this challenging economic con-
text, poverty is expected to remain al-
most flat. The medium-run outlook is
less optimistic considering lagged effects
from the pandemic, including human
capital losses due to school closures and
food insecurity, which will likely affect
the poor and vulnerable the most, lim-
iting upward intergenerational mobility.
As a result, the need for a more tar-
geted social protection system becomes
more urgent.
Bolivia is exposed to downside risks of de-
clining commodity prices, a faster-than-ex-
pected decline in global economic activity,
tightening global financial conditions, and
liabilities resulting from natural disasters.
Also, there remains the risk of a lack of
consensus around key reform measures to
address current macroeconomic imbal-
ances and structural barriers to growth
and poverty reduction.

TABLE 2 Bolivia / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -8.7 6.1 3.1 2.7 2.1 2.1

Private Consumption -7.9 5.3 4.1 3.3 3.1 2.9
Government Consumption -2.8 5.4 0.8 0.3 0.3 0.3
Gross Fixed Capital Investment -25.9 11.9 6.5 -1.2 -2.1 -1.3
Exports, Goods and Services -18.8 15.4 8.3 5.6 2.9 2.9
Imports, Goods and Services -25.0 15.7 11.5 3.3 2.1 2.1

Real GDP growth, at constant factor prices -8.4 6.4 3.1 2.7 2.1 2.1
Agriculture 3.1 1.8 4.0 4.0 4.0 4.0
Industry -11.8 9.6 1.3 2.5 2.5 2.4
Services -9.3 5.8 4.1 2.3 1.1 1.2

Inflation (Consumer Price Index) 0.9 0.7 1.7 3.3 3.5 3.5

Current Account Balance (% of GDP) -0.1 2.1 0.4 0.3 -0.6 -0.6
Net Foreign Direct Investment Inflow (% of GDP) -2.8 1.2 1.7 1.7 1.8 1.8

Fiscal Balance (% of GDP) -12.7 -9.3 -7.2 -6.5 -6.0 -5.0
Revenues (% of GDP) 25.3 25.1 27.2 27.4 27.0 27.0
Debt (% of GDP) 78.1 81.5 82.0 85.3 88.3 89.3
Primary Balance (% of GDP) -11.2 -7.9 -5.6 -4.2 -3.6 -2.5

International poverty rate ($2.15 in 2017 PPP)a,b 3.1 2.0 2.2 2.6 2.9 3.3

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 6.4 5.4 5.8 6.0 6.3 6.7

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 17.3 15.2 15.6 15.5 15.4 15.5

GHG emissions growth (mtCO2e) -2.6 0.7 0.5 0.5 0.5 0.5
Energy related GHG emissions (% of total) 12.8 12.9 13.1 13.3 13.4 13.6

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on SEDLAC harmonization, using 2021-EH. Actual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.
b/ Projections using microsimulation methodology.
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BRAZIL
Table 1 2022
Population, million 215.3

GDP, current US$ billion 1935.2

GDP per capita, current US$ 8987.9

International poverty rate ($2.15)a 5.8

Lower middle-income poverty rate ($3.65)a 11.3

Upper middle-income poverty rate ($6.85)a 28.4

Gini indexa 52.9

School enrollment, primary (% gross)b 105.5

Life expectancy at birth, yearsb 74.0

Total GHG emissions (mtCO2e) 2330.5

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ Most recent WDI value (2020).

Growth in 2023 is projected to decelerate

due to a global economic slowdown, still-

high inflation and the lagged effect of

monetary tightening. Despite the im-

proved fiscal accounts in 2022, fiscal risks

increased with uncertainty over Brazil’s

future fiscal anchor and increased social

expenditures. A stronger labor market

and a large expansion of social programs

are expected to have decreased poverty in

2022. Further gains may come as a result

of reforms to the social transfers program.

Key conditions and
challenges

After a decade of meager growth, Brazil
will need to address significant structural
challenges to accelerate productivity
growth and reduce high levels of poverty
and inequality in a fiscally and environ-
mentally sustainable way. Productivity
growth has stalled due to slow and un-
equal human capital accumulation, low
savings, a complex tax system, a cumber-
some business environment, high and per-
sistent informality, and limited integration
in global markets that discourage innova-
tion and hinder competitiveness. Infra-
structure investments are low, with private
investment hampered by legal uncertainty
and acute production bottlenecks, while
public investment is compressed to accom-
modate higher current spending and in-
creasing pension obligations.
Steady growth in recurrent spending over
the last 20 years is a key challenge for
Brazil and has contributed to an elevated
debt level (69.8 percent of GDP by 2016).
In response, Brazil adopted a cap on pri-
mary expenditure in 2016 as the main fis-
cal anchor, but this fiscal rule has come
under pressure recently to accommodate
COVID expenditures and the costs of
scaling the Bolsa Familia program (BFP)
– Brazil’s flagship social safety net pro-
gram—provoking a loss in the fiscal
rule’s credibility. The Government has
committed to present a new fiscal rule to
Congress by mid-2023 to anchor public

finances and situate spending commit-
ments within a credible fiscal framework.
Additionally, two taxation reforms have
been prioritized by the authorities for
2023, a VAT reform to simplify indirect
taxes and the other on income taxation.
These reforms are expected to make tax-
ation more progressive while improving
the business environment and productiv-
ity growth through tax simplification.
Finally, strengthening resilience to climate
change and protecting of natural assets is
essential for environmentally sustainable
growth, especially in the fragile ecosys-
tems of the Amazon and Cerrado.

Recent developments

In 2022, GDP grew by 2.9 percent y-o-y,
largely propelled by household consump-
tion. The labor market recovery continued
as unemployment dropped to 7.9 percent
by December 2022, reaching levels not seen
since 2015. The recovery was broad-based
as women, youth, and Afro-Brazilians saw
improvements in labor market outcomes.
The strong labor market and major expan-
sion of income transfer programs in terms
of coverage and average benefits are ex-
pected to lead to a decline in poverty rate
from 28.4 percent in 2021 to 24.3 percent in
2022 (US$6.85 2017 PPP).
Significant monetary tightening in 2022
(4.5 p.p.) brought the Central Bank policy
rate to 13.75 percent in December 2022.
This helped lower the 12-month inflation
rate to 5.8 percent by December 2022
(from 10.1 percent in 2021) but still above

FIGURE 1 Brazil / Land use change and forestry emissions
based on economic projections (billion tonnes of CO2e)
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the central bank’s target upper band (5.0
percent). Services (7.5 percent) and core
(9.1 percent) inflation remains at high lev-
els but are slowly declining, reflecting
some persisting price inertia. Real credit
growth accelerated (7.7 percent y-o-y in
December 2022) despite a worsening of
households' indebtedness. The current ac-
count deficit (2.9 percent of GDP) was
fully financed by net Foreign Direct In-
vestment inflows (3.1 percent of GDP) in
2022. The financial sector remained stable
and liquid, with solid buffers.
Fiscal consolidation continued in 2022,
supported by higher revenues (8.2 per-
cent real growth y-o-y), partly caused by
higher inflation, the economic rebound
and elevated commodity prices. The
12-month public sector primary surplus
stood at 1.3 percent of GDP in December
2022, (0.6 percent higher than in 2021)
and public debt decreased to 72.9 percent
of GDP, a 5.4 p.p reduction. However,
nominal interest payments reached 5.9
percent of GDP in December 2022 as fi-
nancing costs increased.

Outlook

GDP growth is expected to slow to 0.8
percent in 2023 due to the lagged effects
of domestic monetary tightening, persis-
tent inflation and the deceleration of the
global economy, which are likely to de-
press private consumption, exports and
investments growth. The current account
deficit is projected to widen gradually to
3.2 percent of GDP by 2025, as imports
accelerate in line with the economic re-
covery for 2024 and 2025, but remain fi-
nanced by external capital inflows. A re-
al increase in the minimum wage com-
bined with a major overhaul of the Bolsa
Família program, including an extra bene-
fit of R$150 per child in all recipient fam-
ilies are expected to reduce poverty to
23.9 in 2023. Further poverty reductions
may occur as the economy recovers but
is likely to remain fragile in the absence
of stronger investments in human capital
among the less well-off.

Public debt is expected to increase gradual-
ly to 78.5 percent of GDP by 2025 before sta-
bilizing in 2026, in line with the current fed-
eral spending rule. The fiscal anchor is cur-
rently being revised. The primary deficit is
projected to remain high at 0.7 percent of
GDP in 2023, reflecting temporarily higher
social spending. The overall fiscal deficit is
expected to reach 7.4 percent of GDP in 2023
due to higher refinancing costs.
The balance of risks remains mixed, with
high uncertainty. Stickier-than-expected
inflation could maintain the policy rate at
higher levels longer. On the external side,
a faster-than-expected global slowdown in
economic activity and monetary policy
tightening in advanced economies could
raise investors' risk aversion, lowering in-
vestment and raising the cost of capital.
Nonetheless, strong demand from China
could bolster the commodity market,
which, along with easing supply chain
constraints, would offer an upside risk for
Brazil. Low external debt and high inter-
national reserves provide solid buffers to
weather external shocks.

TABLE 2 Brazil / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -3.3 5.0 2.9 0.8 2.0 2.0

Private Consumption -4.6 3.7 4.3 1.3 2.5 2.5
Government Consumption -3.7 3.5 1.5 0.7 0.0 0.0
Gross Fixed Capital Investment -1.7 16.5 0.9 -2.4 1.8 1.4
Exports, Goods and Services -2.3 5.9 5.5 1.0 1.5 2.0
Imports, Goods and Services -9.5 12.0 0.8 -1.0 2.0 2.0

Real GDP growth, at constant factor prices -3.0 4.7 3.1 0.8 2.0 2.0
Agriculture 4.2 0.3 -1.7 6.0 2.0 2.0
Industry -3.0 4.8 1.6 0.2 1.0 1.0
Services -3.7 5.2 4.2 0.4 2.3 2.3

Inflation (Consumer Price Index) 3.2 8.3 9.3 5.0 4.5 3.5

Current Account Balance (% of GDP) -1.9 -2.8 -2.9 -2.4 -2.7 -3.2
Net Foreign Direct Investment Inflow (% of GDP) 2.8 1.8 3.1 3.3 3.3 3.3

Fiscal Balance (% of GDP) -13.3 -4.3 -4.6 -7.4 -6.0 -5.1
Revenues (% of GDP) 32.4 35.8 36.1 34.6 34.9 35.1
Debt (% of GDP) 86.9 78.3 72.9 76.5 77.8 78.5
Primary Balance (% of GDP) -9.3 0.7 1.3 -0.7 -0.4 0.0

International poverty rate ($2.15 in 2017 PPP)a,b 1.9 5.8 2.9 1.9 1.5 1.4

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 5.3 11.3 8.3 7.0 6.4 6.3

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 18.7 28.4 24.3 23.9 23.2 22.8

GHG emissions growth (mtCO2e) 0.6 12.0 -4.7 -2.6 -1.4 1.9
Energy related GHG emissions (% of total) 17.8 17.8 19.2 20.1 21.0 21.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on SEDLAC harmonization, using 2021-PNADC-E5. Actual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.
b/ Projections using microsimulation methodology.
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CHILE
Table 1 2022
Population, million 19.6

GDP, current US$ billion 287.8

GDP per capita, current US$ 14682.2

International poverty rate ($2.15)a 0.7

Lower middle-income poverty rate ($3.65)a 1.7

Upper middle-income poverty rate ($6.85)a 8.0

Gini indexa 44.9

School enrollment, primary (% gross)b 101.5

Life expectancy at birth, yearsb 79.4

Total GHG emissions (mtCO2e) 47.1

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

Real GDP is expected to fall in 2023 as

the fiscal and monetary contraction in

2022 takes effect, resolving macroeconom-

ic imbalances accumulated during the

Covid-recovery. Inflation remains well

above target, driven by domestic and ex-

ternal factors, but pressures should recede

during the year. Medium-term prospects

will be shaped by the capacity to generate

more inclusive, productivity-driven

growth while preserving sound macroeco-

nomic fundamentals.

Key conditions and
challenges

Amid an uncertain external outlook,
Chile’s economy is adjusting after the ex-
traordinary expansion of 2021.
In addition to short-term macroeconomic
challenges, Chile is seeking a new path to
more equitable and inclusive long-term
growth. A second attempt to rewrite the
constitution has begun after voters re-
soundingly rejected the first draft pre-
pared by an elected constitutional assem-
bly. To reduce uncertainty, the new draft
under preparation by experts chosen by
Congress must respect main principles
such as a bi-cameral Congress, Central
Bank autonomy, and the Executive’s ex-
clusive mandate on fiscal spending. The
proposed text will be approved by elected
constituents and ratified in a referendum
in December 2023.
In March, the government’s first and most
substantive tax reform bill was rejected in
the Lower House and alternatives are be-
ing explored. This political defeat derails
the government’s agenda for larger fiscal
spending to address social needs. Reform
proposals to raise mining royalties and
corrective taxes are still under discussion,
although with a lower revenue potential
and challenging legislative negotiations.
Congress is also debating pension reform
with the challenge of increasing replace-
ment rates while maintaining the efficien-
cy and financial sustainability of the sys-
tem. Three rounds of pension withdrawals

during the Covid pandemic shrunk the ex-
isting private system and its key role in
funding the capital market.
Increasing productivity growth, which has
been declining for decades, will be crucial
to maintaining social progress. This re-
quires efforts to reduce regulatory barriers,
foster innovation, promote resource-use
efficiency and competition, enhance edu-
cation quality, and increase female labor
force participation.

Recent developments

Real GDP growth decelerated to 2.4 per-
cent in 2022 as consumption normalized
amid a sharp fiscal and monetary policy
contraction. Quarterly growth turned neg-
ative in Q1 2022, and annual growth in
2022 was mostly a base effect of the sub-
stantial expansion in 2021. Investment
moderated by less than expected, but ex-
ports remained low.
Job loss recovery and new entries to the
labor force improved employment levels
in 2022. Still, the unemployment rate in-
creased by 0.7 percentage points y-o-y,
with the rise being higher among women.
While inflation remained high at 11.9 per-
cent in February, it is on a downtrend from
historically high levels in 2022 as external
and domestic factors fueling price increas-
es are subsiding. Demand pressures are
weakening after a determined monetary
tightening by the Central Bank, which
hiked the policy rate by 10.75 percentage
points in the past year and a half. Global
supply shocks have diminished, while

FIGURE 1 Chile / Current account balance
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commodity prices especially for energy de-
clined and the peso regained most of the
value it had lost in 2022.
The fiscal stance improved significantly
in 2022 and the government attained the
first surplus in over a decade. Strong con-
solidation efforts were led by revenue
overperformance and the removal of ex-
traordinary Covid stimulus transfers,
which were replaced by targeted support
to vulnerable households.
Due to the end of broad cash transfers that
were implemented in 2021 and high infla-
tion, temporary gains in poverty reduction
are estimated to have receded in 2022. The
value of the Basic Food Basket rose by 28.2
percent in 2022, significantly impacting
households’ purchasing power, especially
among those in the bottom 40 percent of
the income distribution who spend, on av-
erage, almost three times more on food
than the better off. In this context, poverty
(U$6.85 a day) is estimated to have in-
creased to 11.4 percent in 2022, and the Gi-
ni coefficient to 0.46.
The current account accumulated a
decades-high deficit of 9 percent of GDP
in 2022, driven by a deterioration in
terms of trade, high transport costs, and

continually high imports amid lingering
liquidity in households.

Outlook

Economic adjustment is expected to con-
tinue in the first half of 2023 led by a fur-
ther drop in consumption amid contrac-
tionary policies, depleted household liq-
uidity, and a weakening labor market. In-
vestment will likely remain hindered by
tight financing conditions, but declining
political uncertainty should cushion its de-
cline. The economy is projected to recover
gradually in the second half of the year
leading to an annual decline of 0.7 percent
for 2023, driven partially by a negative
base effect from 2022. External conditions
appear to be improving but remain subject
to high uncertainty.
Inflation could remain high in the short
term given some inertia but is projected to
converge to target by end-2024 amid a neg-
ative output gap and receding cost pres-
sures. The Central Bank is expected to cut
policy rates this year once the inflation de-
celeration becomes more sustained.

Amid high inflation and stagnation, pover-
ty (US$6.85 a day PPP) is projected to re-
main at around 11.5 percent and the Gini
coefficient at 0.46 in 2023, and they are not
expected to return to pre-pandemic levels
in the medium term.
The fiscal balance is expected to return
to a deficit in 2023 amid the economic
downturn and higher social spending and
investment. In the medium term, it
should gradually converge toward the
structural deficit target to stabilize the
debt-to-GDP ratio at around 40 percent.
This is subject to any increases in spend-
ing being met by a commensurate in-
crease in revenue.
The current account deficit is projected to
narrow amid the deceleration of domestic
demand. Declining global transport costs
also help reduce the import bill.
Risks to the outlook on the external
front include persistent geopolitical ten-
sions, a deeper-than-expected global
downturn, and significantly tighter fi-
nancial conditions. Domestic risks stem
from persistently high inflation, poten-
tial social discontent, and uncertainty in
the context of the constitutional process
and the reform agenda.

TABLE 2 Chile / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -6.0 11.7 2.4 -0.7 2.1 2.2

Private Consumption -8.0 20.3 2.5 -4.4 2.0 2.1
Government Consumption -4.0 10.3 3.5 1.3 2.9 2.1
Gross Fixed Capital Investment -9.3 17.6 2.3 -4.1 0.3 1.8
Exports, Goods and Services -1.1 -1.5 0.8 3.0 2.9 2.8
Imports, Goods and Services -12.7 31.3 1.5 -7.0 1.4 2.0

Real GDP growth, at constant factor prices -5.9 10.5 2.4 -0.7 2.1 2.2
Agriculture -1.6 2.4 -6.9 5.0 2.3 2.3
Industry -3.5 5.8 -1.9 -2.1 2.1 2.2
Services -7.3 13.4 5.0 -0.4 2.1 2.2

Inflation (Consumer Price Index) 3.0 4.5 11.6 7.5 3.6 3.1

Current Account Balance (% of GDP) -1.7 -6.4 -9.0 -3.6 -2.6 -2.1
Net Foreign Direct Investment Inflow (% of GDP) 1.0 0.3 2.5 1.9 1.9 2.0

Fiscal Balance (% of GDP) -7.1 -7.5 1.1 -2.2 -2.2 -1.4
Revenues (% of GDP) 22.1 26.0 25.5 24.1 24.0 24.4
Debt (% of GDP) 32.5 36.3 37.4 37.8 39.5 40.4
Primary Balance (% of GDP) -6.2 -6.6 2.1 -1.2 -1.1 -0.4

International poverty rate ($2.15 in 2017 PPP)a,b 0.7 0.1 1.2 1.2 1.2 1.2

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 1.7 0.2 2.8 2.8 2.8 2.8

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 8.0 2.3 11.4 11.5 11.4 11.3

GHG emissions growth (mtCO2e) -16.0 0.2 1.2 -0.4 4.4 3.7
Energy related GHG emissions (% of total) 179.6 179.0 177.1 178.1 174.9 172.5

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 SEDLAC harmonization, using 2020-CASEN. Actual data: 2020. Nowcast: 2021-2022. Forecasts are from 2023 to 2025.
b/ Projections using microsimulation methodology.
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COLOMBIA
Table 1 2022
Population, million 51.6

GDP, current US$ billion 343.9

GDP per capita, current US$ 6664.3

International poverty rate ($2.15)a 6.6

Lower middle-income poverty rate ($3.65)a 16.0

Upper middle-income poverty rate ($6.85)a 39.2

Gini indexa 51.5

School enrollment, primary (% gross)b 112.7

Life expectancy at birth, yearsb 74.8

Total GHG emissions (mtCO2e) 262.0

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ Most recent WDI value (2020).

GDP grew 7.5 percent in 2022, with

the economy operating above potential,

inflation reaching 13.1 percent, and the

current account deficit increasing to 6.2

percent of GDP. As the output gap clos-

es, growth is expected to slow down and

inflation to decelerate in 2023. Key risks

include inflation inertia, slower-than-ex-

pected external demand, and pressures

for greater spending. Poverty reduction

is projected to decelerate driven by ris-

ing costs of living.

Key conditions and
challenges

The macroeconomic policy framework
remains solid, with an upgraded fiscal
rule, a credible inflation targeting regime,
and a flexible exchange rate. This pro-
vides a good foundation to secure
macroeconomic stability, a key ingredient
for poverty reduction, and resolve four
vulnerabilities.
One, the rate of potential growth is insuf-
ficient to secure a convergence in income
per capita to high-income countries. Low
capabilities of firms, institutional short-
comings, and inefficient factor markets
weigh on productivity growth. Reliance
on commodity exports leaves the econo-
my vulnerable to external shocks and de-
carbonization efforts of trading partners
over the long run.
Two, Colombia remains one of the most
unequal countries in the world. Economic
growth alone has not been sufficient to
reduce inequality, as barriers to economic
opportunities persist for certain groups
(including by gender, ethnicity, and ge-
ography), limiting socioeconomic mobil-
ity. Reducing poverty durably and in-
creasing resilience among the non-poor
will require expanding the coverage and
adaptiveness of the social security sys-
tem, reducing rigidities in inclusion to
social programs, making labor markets
more efficient and inclusive, and improv-
ing the level and quality of education,
health, and infrastructure.

Three, a high (although declining) debt-to-
GDPratioreducesthefiscalspacetorespond
to aggregate shocks or increase spending
sustainablywithoutadditionalresources.
Four, Colombia needs to transition to net
zero emissions; to a climate-resilient econ-
omy; and to a world that requires less oil
and coal. In addition to substantial invest-
ment and mobilization of financing, this
will require stepping up productivity and
technology adoption, managing the job
transition, diversifying exports, reversing
deforestation, and greening the energy, in-
frastructure, and transport sectors. Recent
reforms (for example to taxes and green
finance) tackle some of these issues, but
more reforms are needed.

Recent developments

GDP grew 7.5 percent in 2022, putting
activity above potential. The rebound of
repressed private consumption and the
lagged effects of expansionary fiscal and
monetary policies buoyed growth. Com-
merce and manufacturing were the pri-
mary drivers of supply, while extractive
industries remained weak owing to lag-
ging investment.
The labor market has been getting tighter.
Employment and labor force participation
have increased, although less so for rural
areas and high-poverty regions, and in-
formality slightly declined. Employment
stabilized around 3.5 percent above pre-
pandemic levels and the unemployment
rate declined to 9.8 percent in 2022Q4.
However, formal wage gains were fully

FIGURE 1 Colombia / GDP, historic and baseline scenario
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FIGURE 2 Colombia / Actual and projected poverty rates
and real GDP per capita
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eroded by inflation, and the inactive pop-
ulation remains high.
Inflation reached 13.3 percent in January
2023, driven by strong demand, inflation
inertia, indexation of rents, crop losses due
to heavy rains, and currency depreciation.
With inflation expectations for end-2023 at
8.9 percent, the central bank has increased
the monetary policy rate to 12.75 percent,
pushing real policy rate above 4 percent.
The current account deficit (CAD) increased
to 6.2 percent of GDP in 2022. The strong re-
covery of primary income payments offset
improvements in the balance of trade, dri-
ven by high oil and coal prices. Foreign di-
rect investment (FDI) increased relative to
2021, and net borrowing came down.
The central government deficit continued
to decline, driven by buoyant taxes,
strong oil-related non-tax revenues, and
zero real growth in transfers to house-
holds and in wages and salaries. The gov-
ernment has been gradually increasing
gasoline prices to reduce spending on fu-
el subsidies. In November, Congress ap-
proved a tax reform worth around 1.3
percent of 2023 GDP. Gross general gov-
ernment debt declined to 65.4 percent of
GDP in 2022 and spreads continued to in-
crease, with greater volatility.
Only a modest reduction in poverty is es-
timated for 2022 (at $6.85/day). Inflation,

especially food inflation (at 27.8 percent),
eroded labor income gains, offsetting an
estimated 5 percentage points of growth-
driven reduction in the national poverty
rate. The strong La Niña phenomenon has
affected over 750,000 people and damaged
dwellings, as well as health, education,
road infrastructure, and crops.

Outlook

The economy is expected to face a soft
landing in 2023, with the closure of the
output gap and growth falling to 1.1 per-
cent. Amid high inflation, tighter mone-
tary and fiscal policies, weak external de-
mand, and a deceleration of real credit
growth, the bout of repressed consump-
tion is expected to come to an end and in-
vestment growth to decelerate. Growth is
projected to stabilize at 2.8 percent in 2024,
as external demand resumes, and inflation
and interest rates come down.
The CAD is projected to decrease to 4.4
percent of GDP in 2023 and to 4.0 percent
by 2025, as imports grow weaker, while
export volumes contract under a subdued
external demand in 2023 and then pick
up in 2024, and payments to foreign in-
vestors also moderate.

The central government’s deficit is project-
ed to decline in compliance with the fiscal
rule. The new tax reform, the strengthen-
ing of tax administration, and high capital
revenues should buoy revenues, allowing
to expand social transfers. The debt-to-
GDP ratio is projected to keep declining
over the medium term.
Poverty is projected to stagnate in 2023, as
lower growth hampers the recovery in la-
bor incomes. Inflation, and its impact on
real incomes and food security, is a source
of concern, as it is the impact of climate
shocks. Restructuring the social protection
system, including in coverage and adap-
tiveness to shocks, would help lower
poverty in the medium term.
The profile of medium-term risk is tilted
to the downside. Risks include high do-
mestic inflation inertia (with high-for-
long interest rates); a greater-than-ex-
pected slowdown of the world econ-
omy and tighter financing conditions
(leading to further currency deprecia-
tion); rising risk premia weakening pri-
vate investment; pressures for greater
spending and a slower reduction of the
deficit. The materialization of these risks
could slow down growth, diminishing
prospects for reducing poverty and in-
equality, and delay the reduction of the
public debt-to-GDP ratio.

TABLE 2 Colombia / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -7.3 11.0 7.5 1.1 2.8 2.8

Private Consumption -4.9 14.5 9.5 0.7 2.8 2.8
Government Consumption -0.8 9.8 1.4 1.3 1.2 1.2
Gross Fixed Capital Investment -24.0 17.3 11.8 2.3 6.0 5.6
Exports, Goods and Services -22.7 15.9 14.9 -3.0 6.2 6.5
Imports, Goods and Services -19.9 26.7 23.9 -2.2 4.4 4.7

Real GDP growth, at constant factor prices -7.4 10.6 7.2 1.1 2.8 2.8
Agriculture 2.3 3.1 -1.9 2.8 4.5 3.1
Industry -15.3 8.9 6.8 0.8 4.2 3.1
Services -4.9 12.1 8.3 1.1 2.1 2.7

Inflation (Consumer Price Index) 2.5 3.5 10.2 11.2 6.3 3.7
Current Account Balance (% of GDP) -3.5 -5.6 -6.2 -4.4 -4.2 -4.0

Fiscal Balance (% of GDP) -7.2 -7.1 -6.1 -4.4 -3.3 -3.2
Revenues (% of GDP) 26.0 26.6 27.4 29.2 28.7 27.9
Debt (% of GDP) 67.3 65.7 65.4 63.1 61.2 61.0
Primary Balance (% of GDP) -4.3 -3.7 -1.7 -0.1 0.8 0.9

International poverty rate ($2.15 in 2017 PPP)a,b 9.4 6.6 6.4 6.4 6.4 6.4

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 19.3 16.0 15.5 15.5 15.5 15.5

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 42.2 39.2 38.8 38.9 38.8 38.8

GHG emissions growth (mtCO2e) -1.9 -0.4 -0.9 -0.9 -0.7 -0.1
Energy related GHG emissions (% of total) 26.2 24.5 23.1 22.9 22.7 22.5

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 SEDLAC harmonization, using 2021-GEIH. Actual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.
b/ Projections using microsimulation methodology.
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COSTA RICA
Table 1 2022
Population, million 5.2

GDP, current US$ billion 67.8

GDP per capita, current US$ 13080.6

International poverty rate ($2.15)a 1.2

Lower middle-income poverty rate ($3.65)a 3.7

Upper middle-income poverty rate ($6.85)a 14.3

Gini indexa 48.7

School enrollment, primary (% gross)b 106.7

Life expectancy at birth, yearsb 79.3

Total GHG emissions (mtCO2e) 6.7

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Growth remained strong in 2022 helped

by a recovery in tourism, supporting ro-

bust fiscal results. As in other small open

economies, a slowdown in external de-

mand and further tightening of financing

conditions are expected to reduce growth

in 2023. As a result, poverty is expected

to remain stable, but still higher than in

2019. Pursuing fiscal consolidation

through more effective taxation and effi-

cient spending, while protecting those

most affected by recent shocks is key for

sustained growth and social progress.

Key conditions and
challenges

An outward-oriented growth model, in-
vestment in human capital, and good gov-
ernance allowed Costa Rica to double its
income per capita in the last two decades
and to consolidate its green trademark.
The country upgraded and diversified its
exports, increasing resilience to external
shocks. Fiscal vulnerabilities, however,
built up as spending increased while rev-
enues stayed flat as share of GDP. In the
decade before the pandemic, expanded ac-
cess to education and communication ser-
vices led to a decline in multidimensional
poverty. However, monetary poverty re-
duction was limited, and inequality in-
creased, as labor market outcomes of
women and lower-educated workers did
not improve. Poverty rates remained high
for historically disadvantaged groups such
as single mothers, Afro-descendants, in-
digenous populations, and migrants.
The pandemic intensified fiscal and social
challenges. Fiscal consolidation efforts,
launched in 2018, were interrupted as rev-
enues collapsed and public spending grew
as the government sought to mitigate the
impact of the pandemic. The government
debt-to-GDP ratio increased from 56 per-
cent in 2019 to 67 percent in 2020. While
the economic recovery and spending dis-
cipline enable fiscal consolidation in 2021
and 2022, the public debt remains well
above 2019. Similarly, poverty (US$6.85
poverty line) increased from 13.7 percent

of the population in 2019 to 19.8 percent in
2020, as unemployment rates nearly dou-
bled, surpassing 20 percent in mid-2020.
While unemployment declined to 11.7 per-
cent in Q42022 and poverty reached 14.1
percent in 2022, both remain above pre-
pandemic levels.
Costa Rica’s immediate challenge is to con-
tain inflation and push through its fiscal
consolidation, while trying to minimize
the adverse economic and social impacts.
For growth and shared prosperity, the
country needs to sustain reforms to im-
prove education and labor market out-
comes to make growth more inclusive as
it maintains its green trademark. In paral-
lel, it is important to ensure that the coun-
try’s institutional setting is consistent with
implementing these policy objectives and
with the effective protection of the poor
and vulnerable.

Recent developments

Annual real GDP growth reached a sol-
id 4.3 percent in 2022, as services bene-
fited from a strong surge in tourism ar-
rivals, which increased by 74.4 percent
in 2022. Agriculture was affected by ad-
verse weather, and the manufacturing
and construction sectors lost steam as
adverse external conditions started to
curb investment.
The current account deficit increased from
2.5 percent in 2021 to 3.6 percent in 2022 in
terms of GDP with the increase in goods im-
ports due to the sharp deterioration in the
terms of trade, especially fuel, and fertilizer,

FIGURE 1 Costa Rica / Budget balance and change in debt
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FIGURE 2 Costa Rica / Actual and projected poverty rates
and real GDP per capita
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more than offsetting the recovery in
tourism. BOP outflows temporarily in-
creased during the first half of this year
due to changes in the rules for investment
pension funds. However, reserves and the
exchange rate recovered in the second half
of 2022, supported by strong net FDI (4.9
percent of GDP).
Higher international food and oil prices re-
sulted in the highest inflation for 13 years:
8.3 percent by end-2022, well above the in-
flation target. Those at the lower end of the
income distribution were most affected as
food and transport make up a higher share
of their spending. To contain inflation, the
BCCR has gradually increased the policy
rate, reaching 9 percent in October 2022
(up from 0.75 in December 2021).
Although the unemployment rate fell
in 2022, average real wages declined
by approximately 9 percent, slowing
poverty reduction.
Public finances improved significantly in
2022. The primary surplus reached 2.1
percent of GDP and the overall fiscal
deficit declined to 2.5 percent of GDP-
the lowest since 2008- despite a histor-
ically high-interest bill. The result was

supported by increased tax collection and
contained spending. Responses to high
prices, including new temporary emer-
gency transfers and lower fuel taxes, have
not affected the government’s ability to
meet fiscal consolidation goals. This result
supported a recent upgrade of Costa Ri-
ca’s long-term foreign currency debt rat-
ing by S&P to B+ from B.

Outlook

Global uncertainty and the impact of in-
flation on real income will moderate con-
sumption and private investment. Growth
is expected to moderate to 2.7 in 2023, be-
fore rebounding in 2024 supported by Cos-
ta Rica’s dynamic exporting sectors. The
current account deficit is expected to stay
at 3.2 percent of GDP in 2023 due to slower
growth in Costa Rica’s main trading part-
ners and less attractive terms of trade but
decline gradually after. The deficit remains
fully financed by net FDI.
As inflation stabilizes and labor market
conditions improve, driven by growth in

the services sector, the poverty rate is ex-
pected to stabilize at around 14.3 percent
in 2023 and 2024. Poverty could be re-
duced by implementing targeted social as-
sistance measures to historically disadvan-
taged groups and to those living under the
poverty threshold.
A small, open economy, Costa Rica is
highly vulnerable to external shocks, in-
cluding global inflationary pressures and
tighter financing conditions, increasing
uncertainty of the economic outlook both
at the macro and household levels. Fiscal
consolidation is expected to continue
over the forecasting period, anchored in
the fiscal rule and an ongoing IMF-sup-
ported program. Recent improvements in
debt management and opportunities to
tap into ESG financing could help attenu-
ate the increase in financing costs. Addi-
tional reforms that have been announced,
such as reduction of tax expenditures
and reduced fragmentation of social pro-
grams, are critical to reinforce fiscal con-
solidation and create buffers against
shocks while protecting the poor. Build-
ing consensus around reforms is key but
will take time.

TABLE 2 Costa Rica / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -4.3 7.8 4.3 2.7 3.1 3.2

Private Consumption -6.9 7.0 3.3 2.6 3.0 3.2
Government Consumption 0.8 1.7 1.9 0.3 0.2 0.0
Gross Fixed Capital Investment -3.4 11.0 0.8 3.0 3.6 4.5
Exports, Goods and Services -10.6 15.9 12.2 4.7 5.4 6.1
Imports, Goods and Services -12.9 16.9 3.5 3.5 4.4 5.7

Real GDP growth, at constant factor prices -3.7 7.3 4.2 2.7 3.1 3.2
Agriculture 0.5 3.8 2.0 2.2 2.4 2.4
Industry 1.0 10.2 3.1 2.4 3.0 3.1
Services -5.3 6.6 4.6 2.8 3.1 3.3

Inflation (Consumer Price Index) 0.7 1.7 8.3 5.9 3.8 3.3

Current Account Balance (% of GDP) -1.0 -2.5 -3.6 -3.2 -3.1 -2.6
Net Foreign Direct Investment Inflow (% of GDP) 2.6 4.9 4.9 4.7 4.8 4.6

Fiscal Balance (% of GDP) -8.0 -5.0 -2.5 -2.8 -2.4 -2.1
Revenues (% of GDP) 13.1 15.8 16.7 16.0 16.1 16.2
Debt (% of GDP) 66.9 68.0 64.2 62.5 61.4 59.2
Primary Balance (% of GDP) -3.4 -0.3 2.1 1.9 2.0 2.1

International poverty rate ($2.15 in 2017 PPP)a,b 2.3 1.2 0.9 1.0 1.0 1.0

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 6.0 3.7 3.4 3.6 3.5 3.4

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 19.9 14.3 14.1 14.3 14.3 14.3

GHG emissions growth (mtCO2e) -11.6 -5.7 -4.9 23.7 1.0 2.6
Energy related GHG emissions (% of total) 88.7 85.7 80.9 81.9 79.7 80.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on SEDLAC harmonization, using 2021-ENAHO. Actual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.
b/ Projections using microsimulation methodology.
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DOMINICA
Table 1 2022
Population, million 0.1

GDP, current US$ billion 0.6

GDP per capita, current US$ 8364.3

School enrollment, primary (% gross)a 102.5

Life expectancy at birth, yearsa 76.6

Total GHG emissions (mtCO2e) 0.2

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

Dominica’s economy continues to per-

form well as tourism rebounds following

its abrupt stop in 2020. Nonetheless,

poverty is expected to remain elevated

compared to pre-COVID-19 levels due to

the impact of the pandemic on job quality

and earnings of the poor and vulnerable

and the reduction in households’ purchas-

ing power following food and energy price

increases. Fiscal performance is improv-

ing as Citizen-by-Investment (CBI) rev-

enues remain robust. The risk of debt dis-

tress remains high. Medium-term growth

prospects appear favorable, although con-

siderable uncertainty remains.

Key conditions and
challenges

Dominica is a small island developing
state highly vulnerable to climate change,
natural disasters, and external economic
shocks. The economy has rebounded from
the COVID-19 pandemic, though high
food and fuel prices continue to impact ex-
ternal balances and push inflation.
Tourism, which accounted for 25 percent
of GDP pre-COVID, is returning and near-
ing 2019 arrival levels.
The pandemic had negative impacts on
employment and household income. A
World Bank/UNDP phone survey (De-
cember 2021) indicated that about one
fifth of those working before the pan-
demic did not have a job by the end of
2021. Job quality deteriorated, with a no-
table increase in informal work. Job loss-
es were more common among women
(26 percent) than men (15 percent).
Women reported a more pronounced in-
crease in time spent on services at home
and supporting children’s education. Al-
though the government introduced sev-
eral income support measures, they were
insufficient to fully offset the impacts of
the pandemic on households’ income. By
end-2021, 57 percent of households re-
ported not having enough resources to
cover basic needs.
Dominica is highly vulnerable to extreme
weather events and external shocks. It
came under terrible strain after Hurri-
cane Maria hit the island in 2017. Fiscal

pressures were further exacerbated by
the COVID-19 pandemic, and public
debt levels have risen as a result. The
Government has taken measures to con-
solidate spending and reduce debt,
however, an ambitious public invest-
ment pipeline, including a new interna-
tional airport and geothermal energy in-
vestments makes attaining this objective
challenging. Nevertheless, the fiscal path
remains on track to meet fiscal rule tar-
gets set for 2024/25, benefiting signifi-
cantly from strong CBI revenues of ap-
proximately 30 percent of GDP.
Financial sector vulnerabilities will require
close monitoring given implicit contingent
fiscal liabilities arising from the large cred-
it union and insurance sectors. These sec-
tors have yet to fully recover from Hur-
ricane Maria, and the impacts of the
COVID-19 pandemic continue to be felt on
balance sheets.
Post-pandemic, the challenge will be to
shift focus from the current emphasis on
recovery and reconstruction to building
ex-ante resilience based on fiscal buffers,
increasing climate resilient investment,
and expanding public and private insur-
ance protection and social assistance. This
is all taking place within a context of sig-
nificant capacity constraints.

Recent developments

Growth continued to rebound in 2022 at
5.8 percent on relaxation of domestic
COVID-19 containment measures and im-
proving tourist arrivals, which are nearing

FIGURE 1 Dominica / Real GDP growth and fiscal balance
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2019 levels. Inflation remained modest in
2021 but increased in 2022 to 7.5 percent,
driven by fuel and energy prices, and to a
lesser extent by food prices.
The increase in inflation has negatively
affected households’ purchasing power
and access to food, especially for poorer
households. According to the CARICOM/
WFP online survey (August 2022), 98 per-
cent of respondents reported an increase
in food prices over the two weeks prior
to the survey, as well as significant in-
creases in the cost of electricity and gas
in the past six months. Food consumption
and diets of the respondents deteriorated,
with 36 percent of them skipping meals
or eating less than usual, and 30 percent
eating less preferred foods in the week
leading up to the survey. An increasing
number of respondents indicated that
they spent savings or sold productive as-
sets to meet food needs, which could
compromise their well-being and asset ac-
cumulation in the long term.
Still, the rebound in GDP is expected
to lead to a recovery in jobs, trans-
lating into higher household income.
This could partially offset the decrease
in purchasing power associated with
higher inflation.
The fiscal position improved markedly
in 2022 registering an overall fiscal sur-
plus of 5.1 percent of GDP on the back
of strong CBI receipts and a winding

down of exceptional COVID-19 expendi-
ture measures. Public debt remains high
at 106 percent of GDP at end-2022 after
peaking at 109.2 percent in 2021. Public
debt has been driven largely by recon-
struction, rehabilitation, and recovery ef-
forts post Tropical Storm Erika and Hur-
ricane Maria. Public debt levels are ex-
pected to continue to decline over the
medium term in line with the OECD tar-
get of 60 percent of GDP by 2035.

Outlook

Growth is forecast to remain strong at
5.0 percent in 2023. Short- to medi-
um-term GDP growth remains driven
by a resumption in tourist arrivals but
will also be aided by a robust pub-
lic and private investment pipeline, in-
cluding new hotel developments and
housing construction. Geothermal de-
velopments and an international air-
port bode well for future growth
prospects, as does Dominica’s commit-
ment to becoming a more climate-re-
silient economy. These large public in-
vestment projects will require careful
management and implementation, and
additional investments in the pipeline
need to be prioritized, in order to en-
sure fiscal and debt sustainability.

CPI inflation is expected to remain elevat-
ed at 6.3 percent in 2023 but to return to
around 2.4 percent in 2024.
The large current account deficit is driven
by imports associated with the investment
pipeline but is forecast to fall over the
medium term as tourism capacity increas-
es, travel conditions improve, fuel prices
moderate, and fuel imports fall as Domini-
ca transitions to renewable energy.
Increased growth, reduced post-disaster
losses, and low inflation are all expected to
contribute to a reduction in poverty rates.
There is an urgent need for updated pover-
ty data and better documentation that de-
scribes the extent to which social protec-
tion measures reach those most in need
and how to best access it. A population
and housing census started in June 2022
and data collection is expected to end dur-
ing the second quarter of 2023. A poverty
and vulnerability analysis is expected to be
undertaken after national census data be-
come available.
Forecasts are subject to considerable
downside risk given uncertain food and
fuel prices, the economic impact of glob-
al geo-political developments, and con-
tinued reliance on volatile CBI revenues.
Risks from natural disasters and the im-
pact of climate change remain, including
rising sea levels. Risks also arise from
the financial sector and fiscal and public
debt vulnerabilities.

TABLE 2 Dominica / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -16.6 6.9 5.8 5.0 4.6 3.6

Real GDP growth, at constant factor prices -14.1 6.8 5.8 5.0 4.6 3.6
Agriculture 3.2 23.4 5.4 4.7 1.0 1.2
Industry -31.5 5.0 2.0 3.7 3.0 3.4
Services -11.9 4.5 6.7 5.3 5.6 4.1

Inflation (Consumer Price Index) -0.7 1.5 7.5 6.3 2.0 2.0
Current Account Balance (% of GDP) -35.4 -27.6 -41.3 -37.3 -38.0 -36.5

Fiscal Balance (% of GDP)a -3.6 -7.0 5.1 0.0 -1.9 -2.2
Revenues (% of GDP) 53.3 57.5 59.2 60.5 61.1 62.4

Debt (% of GDP)a 109.1 109.2 106.0 102.2 98.5 97.2

Primary Balance (% of GDP)a -1.0 -4.9 7.7 3.3 1.4 0.6

GHG emissions growth (mtCO2e) -10.4 10.7 0.1 0.1 0.1 0.1
Energy related GHG emissions (% of total) 76.6 75.2 77.0 78.8 80.6 82.4

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Fiscal balances are reported in fiscal years (July 1st -June 30th).
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DOMINICAN
REPUBLIC
Table 1 2022
Population, million 10.7

GDP, current US$ billion 109.8

GDP per capita, current US$ 10280.3

International poverty rate ($2.15)a 0.9

Lower middle-income poverty rate ($3.65)a 4.3

Upper middle-income poverty rate ($6.85)a 23.2

Gini indexa 38.5

School enrollment, primary (% gross)b 96.7

Life expectancy at birth, yearsb 72.9

Total GHG emissions (mtCO2e) 40.4

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ Most recent WDI value (2020).

GDP grew 4.9 percent in 2022 fueled by a

recovery in tourism but is expected to cool

down in 2023. The Central Bank proactive-

ly increased its monetary policy rate in

2022 to 8.5 percent in response to rising in-

flation, and subsidies that were instated to

ameliorate the increase in food and energy

prices, temporarily widening the fiscal

deficit in 2022. In this context, poverty is

expected to continue to decline in 2022 but

remain above pre-crisis levels.

Key conditions and
challenges

The Dominican Republic (DR) has been
one of the fastest-growing economies in
Latin America and the Caribbean, expand-
ing at an annual average of 5.8 percent
from 2005 to 2019. Prudent monetary and
fiscal policy contributed to macroeconomic
stability. Foreign direct investment (FDI)
inflows (averaging about 4 percent of GDP
over the same period) fueled tourism, ser-
vices, manufacturing, construction, and
mining, while strong remittances sus-
tained domestic demand. Despite its
strong external position, the DR’s partici-
pation in global value chains remains low
and exports declined from 28 percent to 21
percent of GDP from 2005 to 2021.
While GDP has fully recovered from the
pandemic, the fiscal position has weakened.
Public debt remains above pre-pandemic
levels and the interest bill has already ab-
sorbed three percent of GDP in 2022. Re-
duced fiscal space has reinforced the declin-
ing trend in public investment (from 3.9 to
2.8 percent of GDP between 2005 and 2021).
Improvements in the quality of domestic re-
source mobilization and spending efficien-
cy and effectiveness are necessary to im-
prove public services provision.
Fostering long-term growth will require
structural reforms in support of increased
productivity that would allow the country
to take advantage of nearshoring opportu-
nities and diversify more into higher val-
ue-added activities. This should include

higher investment in innovation, foment-
ing economic clusters, and improved pub-
lic services, particularly in education,
while reducing informality.

Recent developments

Real GDP grew 4.9 percent in 2022, driven
by services. Private consumption and in-
vestment growth have decelerated in the
second semester, affected by a higher inter-
est rate. The hotels, bars, and restaurants
sector grew 24.0 percent in 2022, support-
ed by an active government vaccination
campaign, and a recovery in global
tourism. Expansionary fiscal policy also
contributed to growth.
Tourist arrivals exceed pre-pandemic lev-
els in 2022, at 7.9 compared to 7.2 million
people in 2019. Import growth (27.8 per-
cent and raw materials 31.6 percent) ex-
ceeded merchandise export growth,
widening the trade deficit. The current ac-
count deficit (CAD) deteriorated to US$5.3
billion over the first three-quarters of 2022,
up from US$1.7 billion a year earlier. It was
mainly financed by FDI, which is expect-
ed to remain at about 3.2 percent of GDP,
and by an increase in other long-term cap-
ital inflows – all together supporting a re-
serve built-up to US$14.4 billion, up from
$13 billion a year earlier.
End-of-year inflation reached 7.8 percent
y-o-y in 2022, outside the Central Bank’s
target range of 4±1 percent, prompting the
Central Bank to increase the policy rate
nine times in 2022, from 3.5 percent in Dec
2021 to 8.5 percent in Dec 2022.

FIGURE 1 Dominican Republic / Tourist arrivals, by air and
by residence
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FIGURE 2 Dominican Republic / Actual and projected
poverty rates and real GDP per capita

0

50000

100000

150000

200000

250000

300000

350000

0

5

10

15

20

25

30

35

40

45

50

2006 2008 2010 2012 2014 2016 2018 2020 2022 2024
International poverty rate Lower middle-income pov. rate

Upper middle-income pov. rate Real GDP pc

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

Source: World Bank. Notes: see Table 2.

MPO Apr 23108



Rising inflation is reducing disposable in-
comes, especially for the vulnerable, as
employment has remained below pre-pan-
demic levels.
The cost of the typical consumption basket
increased 23.5 percent in 2022, compared
to pre-pandemic levels, with the poorest
quintiles being the most affected. During
the first three quarters of 2022, the employ-
ment rate remained 1.4 percent points be-
low and informality 2.6 percent points
higher when compared to pre-pandemic
levels. For all these reasons, poverty (de-
fined as living with less than US$6.85 per
day) is expected to remain above pre-pan-
demic levels in 2022.
The fiscal deficit widened to 3.5 percent
of GDP in 2022, up from the 2.9 percent
posted in 2021. This result was mainly dri-
ven by government efforts to mitigate
price increases through subsidies for fuels,
energy, transport, and basic food products,
resulting in additional expenses of around
1.4 percent of GDP. These additional out-
lays were financed by a combination of
higher-than-expected tax revenue collec-
tion, expenditure reallocations, and new
public debt. Fiscal revenues decreased 0.3
percentage points of GDP relative to 2021,

a decline explained by the slow dynamism
of the corporate income tax relative to the
nominal GDP. The debt of the Non-Finan-
cial Public Sector (NFPS) stood at 45.8 per-
cent of GDP by the end of 2022, a reduction
of 4.6 percentage points compared to 2021.

Outlook

Growth is expected to decelerate from 4.9
percent to 4.4 percent in 2023, driven by
tighter financial conditions which will con-
tinue to slow down consumption and in-
vestment, continued fiscal consolidation,
and the global economic slowdown. Struc-
tural reform implementation is expected to
sustain growth potential in the medium-
term, particularly reforms in energy, wa-
ter, and public-private partnerships, cou-
pled with efforts to increase the quality of
human capital and attract FDI. As a result,
growth is projected to accelerate to 5 per-
cent after 2023.
The poverty rate (US$6.85 PPP 2017 per
day) is expected to continue to decline in
2023 relative to 2020 but remain above pre-
crisis levels at 22 percent.

The fiscal deficit is projected to narrow in
2023 as the government phases out subsi-
dies to state-owned enterprises in the en-
ergy and water sectors, and as improve-
ments are made in tax administration.
These efforts are expected to gradually
bring the fiscal deficit to 2.5 percent of
GDP in the medium term. The public debt-
to-GDP ratio is projected to stabilize below
57 percent over the medium term.
Inflation pressures are likely to remain
persistent but continued tight monetary
policy will bring inflation down to within
the target band by 2024.
The macroeconomic outlook faces both ex-
ternal and domestic risks. A faster-than-
expected slowdown of the US economy
could directly affect tourist arrivals and ex-
ports. An escalation of geopolitical risks
could amplify and prolong the negative
terms of trade shock and its effects on the
balance of payment and on inflation, while
continued global monetary tightening
could increase financing costs. Climate
change has intensified the exposure to nat-
ural disasters, which, given the country’s
low degree of financial protection against
these risks, could substantially increase
contingent fiscal liabilities.

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

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -6.7 12.3 4.9 4.4 5.0 5.0

Private Consumption -3.4 6.6 4.8 4.5 5.2 5.2
Government Consumption 4.9 0.1 3.6 3.9 6.0 5.4
Gross Fixed Capital Investment -12.1 22.1 6.6 3.7 4.0 3.8
Exports, Goods and Services -30.3 36.2 18.8 7.6 4.1 4.3
Imports, Goods and Services -14.6 24.7 15.5 5.9 3.5 3.7

Real GDP growth, at constant factor prices -6.3 11.5 4.9 4.4 5.0 5.0
Agriculture 2.8 2.6 5.0 2.5 3.0 3.0
Industry -6.7 16.5 2.0 3.9 3.9 3.9
Services -7.1 10.0 6.4 4.8 5.8 5.7

Inflation (Consumer Price Index) 3.8 8.2 8.8 5.0 4.0 4.0

Current Account Balance (% of GDP) -1.7 -2.9 -5.7 -4.3 -3.9 -3.7
Net Foreign Direct Investment Inflow (% of GDP) 3.2 3.3 3.3 3.2 3.2 3.2

Fiscal Balance (% of GDP)a -7.9 -2.9 -3.5 -3.1 -2.8 -2.5
Revenues (% of GDP) 14.2 15.6 15.3 14.9 15.0 15.0

Debt (% of GDP)b 69.1 62.6 59.1 58.9 58.0 56.3

Primary Balance (% of GDP)a -4.7 0.2 -0.4 0.2 0.6 1.0

International poverty rate ($2.15 in 2017 PPP)c,d 1.0 0.9 0.7 0.7 0.7 0.7

Lower middle-income poverty rate ($3.65 in 2017 PPP)c,d 5.2 4.3 4.2 4.1 3.9 3.9

Upper middle-income poverty rate ($6.85 in 2017 PPP)c,d 23.2 23.2 22.2 21.6 21.1 20.5

GHG emissions growth (mtCO2e) -6.1 5.1 2.9 2.7 1.9 1.9
Energy related GHG emissions (% of total) 61.6 61.3 60.8 60.3 59.4 58.5

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Fiscal balances are shown for the non-financial public sector (i. e. excluding central bank quasi-fiscal balances).
b/ Consolidated public sector debt.
c/ Calculations based on SEDLAC harmonization, using 2021-ECNFT-Q03. Actual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.
d/ Projections using microsimulation methodology.
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ECUADOR
Table 1 2022
Population, million 18.0

GDP, current US$ billion 115.0

GDP per capita, current US$ 6386.8

International poverty rate ($2.15)a 3.6

Lower middle-income poverty rate ($3.65)a 10.9

Upper middle-income poverty rate ($6.85)a 31.7

Gini indexa 45.8

School enrollment, primary (% gross)b 98.1

Life expectancy at birth, yearsb 72.2

Total GHG emissions (mtCO2e) 97.7

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ Most recent WDI value (2020).

Although Ecuador has significantly re-

duced macroeconomic imbalances in re-

cent years through a sustained fiscal con-

solidation and a series of trade surpluses.

A polarized political and social context

continues to prevent it from advancing

critical reforms for achieving its growth

and poverty reduction potential.

Key conditions and
challenges

As a fully dollarized economy, Ecuador has
limitedmacroeconomicpolicytools.Howev-
er,byaddressingimbalancesgeneratedinthe
past, the Government has demonstrated a
strong commitment to cementing fiscal sus-
tainability, propelling private investment,
protectingthemostvulnerable,and address-
ing climate change-related challenges.
The reduction in the fiscal deficit aided by
debt restructuring with international
bondholders and China and multilateral fi-
nancing bolstered confidence, preventing a
socially and economically costly disorder-
ly adjustment. Structural challenges, how-
ever, weigh on private investment, growth,
and employment. With more than half of
the workers in informality and only one-
third earning at least the minimum wage,
job quality remains to limit Ecuador's
poverty reduction potential.
Reforms for fostering private investment
and productivity include modernizing la-
bor regulation, streamlining insolvency
management, reducing market distortions,
including financial market repression, and
fostering agriculture productivity and
tourism. Private investment could help
Ecuador sustainably exploit untapped
mining resources, enhance non-conven-
tional renewable energy supply, and im-
prove infrastructure.
Lack of a consensus around critical reforms
in the National Assembly and society could
perpetuate the oil-related booms and busts

and prevent the country from achieving
higher and more inclusive growth while
adapting to a decarbonizing world.

Recent developments

After a 4.2 percent rebound in 2021, GDP
slowed to 2.9 percent in 2022. Growth ben-
efitted from favorable external conditions
and expanding domestic credit but was
dampened by the ongoing fiscal consolida-
tion and uncertainty following an 18-day
demonstration in June against fuel prices,
among other things.
Labor market indicators such as employ-
ment, underemployment, and unemploy-
ment are at the pre-pandemic levels. Labor
income is recovering but remains 5.2 per-
cent below pre-pandemic levels, affecting
vulnerable people the most, especially in
informal agriculture. However, since 2020,
average labor income has increased by 12.5
percent and total family income by 11.1
percent. Poverty declined from 34.6 per-
cent in 2020 to 29.9 percent in 2022, lifting
over a quarter of a million people above
the $6.85-a-day 2017 PPP threshold.
The fiscal balance passed from a 1.7 percent
deficit in 2021 to a 0.1 percent surplus in
2022. Higher oil revenues and tax measures
passed in late 2021 more than offset higher
outlay resulting from surging interest rates
and fuel subsidies. The 2021 tax reform aims
to increase revenues through a mix of mea-
sures, including permanent changes to per-
sonal income tax brackets and exemptions.
Yet, after freezing gasoline and diesel prices
in late 2021, the authorities reduced them

FIGURE 1 Ecuador / Emerging Market Bond Index

0

1000

2000

3000

4000

5000

6000

7000

Jan-20 Jun-20 Nov-20 Apr-21 Sep-21 Feb-22 Jul-22 Dec-22

Basis points

Source: JP Morgan Chase.

FIGURE 2 Ecuador / Actual and projected poverty rates and
real GDP per capita
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by US$0.15 per gallon in June 2022 to end
social unrest.
The current account surplus slightly de-
creased as rising imports, mainly fuel im-
ports, more than offset higher oil prices
and mining exports. Together with multi-
lateral funding, this surplus continued to
increase international reserves. Moreover,
as banks continued using their excess liq-
uidity to foster domestic credit, dollar in-
flows kept the money supply growing.
Average inflation rose from 0.1 percent in
2021 to 3.6 percent in 2022 due to high
food and transport prices, disproportion-
ately affecting the poor and vulnerable
population. Yet, slow growth, dollariza-
tion, and controlled fuel prices kept infla-
tion low compared to regional standards.

Outlook

Average growth is expected to remain
around 2.8 percent over the projection

period. Political uncertainty increases the
costs of additional external financing and
prevents advancing reforms that foster
productivity growth and investment.
Ecuador's EMBI spread rose in early 2023
after the subnational elections, and an
unsuccessful referendum for institutional
and security reforms eroded the Govern-
ment's capacity to move forward with its
reform agenda.
Despite prevailing fuel subsidies and
Government efforts to reduce the dis-
tortive tax on dollar outflows, the Gov-
ernment is expected to remain committed
to preserving fiscal surpluses over the
projection period, as demonstrated by the
recent reduction of fuel subsidies to large
shrimp farms. These fiscal surpluses and
growth are projected to reduce public
debt from 60 percent of GDP in 2022 to
53 percent by 2025.
The current account surplus is projected
to decline gradually due to lower com-
modity export prices and increasing im-
ports. Despite low foreign investment and

limited access to international capital
markets, current account surpluses and
external financing from international finan-
cial institutions will keep the money supply
and international reserves growing.
Despite the inflation increase in 2022,
poverty decreased due to an improvement
in labor income. Poverty is expected to fall
to 27.0 percent in 2025 as improving labor
conditions (increase in formal employ-
ment) move households from the bottom
of the income distribution into the vulner-
able and middle class.
Poverty and inequality reduction hinge
on sustained GDP growth, which is ex-
posed to various risks. In addition to their
vulnerability to international oil price
fluctuation and tightening of financial
conditions, Ecuador's prospects are ex-
posed to natural disasters, like floods and
earthquakes, as well as new waves of so-
cial unrest and political instability. Ad-
ditionally, fiscal prudence could be chal-
lenged by the political cycle as Ecuador
looks toward the 2025 elections.

TABLE 2 Ecuador / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -7.8 4.2 2.9 3.0 2.8 2.8

Private Consumption -8.2 10.2 4.8 2.8 2.8 2.7
Government Consumption -5.1 -1.7 3.2 1.9 1.9 1.9
Gross Fixed Capital Investment -19.0 4.3 2.9 2.5 2.4 3.2
Exports, Goods and Services -5.4 -0.1 0.1 5.6 3.5 3.1
Imports, Goods and Services -13.8 13.2 4.4 4.0 2.8 2.8

Real GDP growth, at constant factor prices -7.4 3.8 2.9 3.0 2.8 2.8
Agriculture 0.4 3.4 0.9 2.1 2.1 2.1
Industry -10.0 0.5 1.3 3.6 2.3 2.3
Services -7.2 5.8 4.1 2.7 3.1 3.1

Inflation (Consumer Price Index) -0.3 0.1 3.6 2.5 1.5 1.5

Current Account Balance (% of GDP) 2.7 2.8 2.6 1.8 1.5 1.4
Net Foreign Direct Investment Inflow (% of GDP) 1.1 0.6 0.5 0.5 0.5 0.5

Fiscal Balance (% of GDP) -7.1 -1.7 0.1 0.8 1.5 1.6
Revenues (% of GDP) 29.5 34.2 34.3 32.7 33.4 33.4
Debt (% of GDP) 60.9 62.3 59.7 58.2 56.2 52.6
Primary Balance (% of GDP) -4.2 -0.3 1.7 2.5 3.2 3.1

International poverty rate ($2.15 in 2017 PPP)a,b 6.5 3.6 3.2 2.9 2.8 2.8

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 14.4 10.9 9.5 9.2 8.6 8.2

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 34.6 31.7 29.9 29.1 27.8 27.0

GHG emissions growth (mtCO2e) -4.0 2.3 0.9 0.9 0.8 0.8
Energy related GHG emissions (% of total) 34.1 34.8 35.2 35.5 35.8 36.1

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on SEDLAC harmonization, using 2021-ENEMDU. Actual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.
b/ Projections using microsimulation methodology.
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EL SALVADOR
Table 1 2022
Population, million 6.3

GDP, current US$ billion 31.6

GDP per capita, current US$ 4988.8

International poverty rate ($2.15)a 3.6

Lower middle-income poverty rate ($3.65)a 8.7

Upper middle-income poverty rate ($6.85)a 28.4

Gini indexa 39.0

School enrollment, primary (% gross)b 106.3

Life expectancy at birth, yearsb 71.1

Total GHG emissions (mtCO2e) 13.2

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ WDI for School enrollment (2014); Life expectancy
(2020).

GDP growth accelerated to 2.8 percent

in 2022 due to a high carry-over from

2021 and as remittances and private

consumption remained strong following

significant improvements in security.

While the fiscal situation has temporari-

ly improved in 2022 due to a govern-

ment debt buyback and revenue and ex-

penditure measures, it continues to be

fragile in a context of high inflation, a

weak external position, and with no ac-

cess to international financing.

Key conditions and
challenges

El Salvador is a small, dollarized economy,
with one of the highest remittance net in-
flows in the world (26.2 percent of GDP).
The country also had one of the highest
homicide rates in the world until large-
scale government efforts against gang ac-
tivity in 2022 succeeded in reducing vio-
lent crime. However, the judicial situation
of those incarcerated under the “State of
Exception” has still to be addressed.
Between 2013 and 2019, El Salvador grew
at an annual rate of 2.5 percent. Growth
was largely led by remittance-fueled con-
sumption and factor accumulation, and
while the quality of human capital im-
proved, productivity declined. Fostering
long-term growth will require structural
reforms in support of increased productiv-
ity, including sustaining ongoing invest-
ment to improve public services, particu-
larly education, and improving logistics.
However, the country is facing three short-
term challenges that are undermining the
efforts to increase its potential growth: (i)
fiscal imbalances, with no access to exter-
nal borrowing (ii) a large current account
deficit; and (iii) inflation.
El Salvador’s fiscal response to COVID-19
was successful in mitigating the impacts
of the pandemic, but at the cost of sig-
nificantly raising public debt. Recent re-
forms to the pension system will likely
create additional fiscal space in the short
run, but they are likely to deepen existing

structural imbalances in the pension sys-
tem and create contingent liabilities as the
government guarantees a minimum pen-
sion over time.
External imbalances and declining re-
serves can pose a challenge, especially as
remittance growth moderates. Banks are
profitable and have low non-performing
loans, but reserve requirements have been
reduced to finance the purchase of govern-
ment short-term debt (11 percent of bank
assets). Though a large part of the popula-
tion has virtual wallets, the use of bitcoin
as a legal tender seems limited.
The poverty rate, measured at 6.85 dollars
per person per day, is projected to be 28.4
percent, similar to the value in 2021.

Recent developments

GDP accelerated to 2.8 percent in 2022 on
the back of strong remittances, tourism,
construction, and the reduction in crime.
Inflation doubled from 3.5 percent in 2021
to 7.2 percent in 2022, driven mainly by an
increase in food prices (12.2 percent). Tem-
porary energy and fuel subsidies played
a major role in reducing the pass-through
of higher energy and fuel international
prices, but these are expected to be with-
drawn for 2023.
The fiscal deficit declined from $1.4 billion
in 2021 to $626 million in 2022 due to a com-
bination of revenue growth (10.9 percent)
and a decrease in expenditures (-0.5 per-
cent). Revenues benefited from a boost in in-
come tax (25 percent) generated by in-
creased tax compliance, while expenditures

FIGURE 1 El Salvador / Selected external accounts
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FIGURE 2 El Salvador / Actual and projected poverty rates
and real GDP per capita
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fell due to delays in capital spending (-12.7
percent) that will move to 2023. Despite a
lack of access to external borrowing and a
stressed fiscal position, El Salvador man-
aged to meet debt payments in January
2023, in part due to two buyback opera-
tions that reduced amortizations. Accord-
ingly, the EMBI risk premium has declined
by more than two thousand basis points
from the peak of 3400 in July 2022.
The current account deficit (CAD) is expect-
ed to widen from 5.1 percent of GDP in 2021
to nearly 8 percent of GDP in 2022. This re-
flects the deterioration of the country’s term
of trade -implying a higher nominal growth
of imports relative to exports, with price-ef-
fects dominating quantities-, and a growth
in remittances that returned to pre-pan-
demic growth rates. The deficit was partial-
ly financed by other investments (mainly
multilateral lending), as reserves declined
to around 2 months of imports.

Outlook

Growth is expected to moderate to 2.3
percent in 2023 on the back of private
consumption, public investment, and

tourism. In the medium term, GDP is fore-
cast to converge to 2.1 percent, above his-
torical averages, driven mainly by remit-
tance-fueled household consumption, sus-
tained crime reduction, and tourism. By
2023, both poverty and extreme poverty
are projected to have slight decreases with
respect to 2021 (less than 0.1 percentage
points). While poverty has reached already
a figure below the pre-pandemic one, ex-
treme poverty is still above. The percent-
age of vulnerable households (those with
a sizable probability of falling into poverty
in case of a negative income shock) has
hovered around 40 percent during the
same period. All in all, the combined mea-
sure of poor and vulnerable households is
around 70 percent.
The CAD is expected to improve over
time as trade balance shocks subside.
However, the persistence of a CA deficit,
partially financed with official lending
and a recovery in foreign investment, will
continue to weigh on the international re-
serves position in the absence of fiscal
consolidation. At 7.2 percent, inflation is
expected to have peaked in 2022 and then
begin to lessen as external pressures ease
due to global monetary tightening. The
overall fiscal deficit is expected to increase

in 2023 as additional revenue from the an-
ti-evasion plan is likely to moderate as a
share of GDP. At the same time, expendi-
ture pressures (propelled by wage increas-
es, public investment, minimum pensions,
and pre-election expenses) will likely re-
sult in higher expenditures.
The country’s fiscal position remains frag-
ile. The absence of a clear medium-term
fiscal framework adds to uncertainty and
financing costs and increases pressure on
the domestic banking sector to roll over in-
creasing internal debt. Fiscal retrenchment
is unavoidable, but it will be important to
do it proactively and in an orderly manner
to minimize adverse economic impacts.
Risks to growth and fiscal projections are
tilted to the downside. The geopolitical en-
vironment could deteriorate further, re-
ducing global growth, and weakening the
external accounts. A faster pace of mon-
etary tightening in the US could affect El
Salvador’s economy by weakening exports
and remittances, potentially worsening
current account dynamics and placing
more pressure on international reserves.
Finally, on the upside, security measures
could increase domestic demand more
than expected, and encourage the return of
part of the Salvadorian diaspora.

TABLE 2 El Salvador / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -8.2 10.3 2.8 2.3 2.1 2.1

Private Consumption -10.8 15.4 3.1 1.0 1.5 1.5
Government Consumption 10.1 7.2 -2.0 3.0 1.0 1.0
Gross Fixed Capital Investment -6.9 24.5 3.0 6.0 3.5 3.2
Exports, Goods and Services -21.0 26.1 9.2 8.0 5.8 5.5
Imports, Goods and Services -10.6 26.6 5.5 5.2 3.7 3.4

Real GDP growth, at constant factor prices -8.2 9.7 2.8 2.3 2.1 2.1
Agriculture -2.8 2.1 0.3 0.1 0.0 0.1
Industry -10.1 9.5 2.5 2.1 2.0 2.0
Services -7.9 10.5 3.1 2.6 2.3 2.3

Inflation (Consumer Price Index) -0.4 3.5 7.2 4.4 2.4 1.3

Current Account Balance (% of GDP) 0.8 -5.1 -7.7 -5.0 -4.6 -4.6
Net Foreign Direct Investment Inflow (% of GDP) 1.1 1.1 0.6 1.7 1.8 1.9

Fiscal Balance (% of GDP)a -9.3 -5.0 -2.7 -4.2 -5.4 -5.6
Revenues (% of GDP) 23.0 24.4 24.9 24.6 24.3 24.3

Debt (% of GDP)b 92.1 84.8 80.2 79.3 81.3 84.2

Primary Balance (% of GDP)a -4.8 -0.4 2.0 0.9 0.1 0.6

International poverty rate ($2.15 in 2017 PPP)c,d 5.7 3.6 3.6 3.6 3.6 3.6

Lower middle-income poverty rate ($3.65 in 2017 PPP)c,d 11.7 8.7 8.7 8.7 8.6 8.7

Upper middle-income poverty rate ($6.85 in 2017 PPP)c,d 32.7 28.4 28.4 28.3 28.0 27.9

GHG emissions growth (mtCO2e) -6.9 1.9 0.1 1.1 0.5 0.2
Energy related GHG emissions (% of total) 53.3 52.9 51.9 51.7 51.1 50.5

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Fiscal and Primary Balance correspond to the non-financial public sector.
b/ Debt is total public debt.
c/ Calculations based on SEDLAC harmonization, using 2021-EHPM. Actual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.
d/ Projections using microsimulation methodology.
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GRENADA
Table 1 2022
Population, million 0.1

GDP, current US$ billion 1.2

GDP per capita, current US$ 9901.8

School enrollment, primary (% gross)a 106.9

Life expectancy at birth, yearsa 74.9

Total GHG emissions (mtCO2e) 2.2

Source: WDI, Macro Poverty Outlook, and official data.
a/ WDI for School enrollment (2018); Life expectancy
(2020).

Economic recovery, supported by contin-

ued fiscal reforms, is expected to help

Grenada return to the Fiscal Responsibil-

ity Act in 2023, after a three-year suspen-

sion. However, risks to the economic out-

look remain substantial due to the linger-

ing impacts of the pandemic and rising

global economic uncertainties. Reforms

are critical to mitigate fiscal risks includ-

ing in the pension system; continue en-

hancing climate adaptation and mitiga-

tion; sustain growth and build resilience

in the tourism sector through skill devel-

opment; improve the business environ-

ment and enhance infrastructure.

Key conditions and
challenges

Grenada outperformed its regional peers
before the pandemic, achieving higher
growth and lower public debt while making
substantial progress in poverty reduction.
The strong performance was underpinned
by a series of pro-growth reforms initiated
around 2014. The Fiscal Responsibility Act
(FRA), adopted in 2015, provided a strong
fiscal anchor and helped lower public debt
from 90 percent of GDP in 2015 to 58.5
percent in 2019. Sustained reforms allowed
for better resource allocation to cushion
shocks, strengthen climate resilience, and
invest in human capital projects. Real out-
put growth in Grenada averaged 3.9 per-
cent annually between 2015-2019, resulting
in poverty rates (measured at the national
poverty line) going down from 37.1 per-
cent in 2008 to 24.8 in 2018.
However, vulnerabilities remain mainly
due to the intrinsic challenges of a small is-
land developing state (SIDS), severely ag-
gravated by the pandemic and Russia’s in-
vasion of Ukraine. As a SIDS, Grenada's
economy relies heavily on tourism, a sec-
tor that is deeply affected by the global
business cycle and natural disasters. The
resulting high economic volatility dispro-
portionately affects the poorest and the
most vulnerable groups, especially
women. The private sector and households
have limited access to finance to cushion
the external shocks and invest in new op-
portunities. The pandemic led to a sharp

economic contraction of 13.8 percent in
2020, with sizable and durable negative
impacts on poverty and equality. The fe-
male unemployment rate went from 18.3
percent in 2019-Q4 to its highest level in
2020-Q2 at 30.6, while poverty (measured
at the national poverty line) is estimated to
have risen to 31.7 percent in 2020. The pan-
demic also increased public debt to above
70 percent of GDP in 2020 and narrowed
the fiscal space to mitigate economic
volatilities and support resilient growth.
To sustain growth and reduce poverty,
further structural reforms are needed to
strengthen social protection, build climate
resilience, and provide higher value-added
tourism services through skills training
and improvements in the business envi-
ronment. The government has announced
a comprehensive reform agenda in the re-
cent inaugural budget speech; but the re-
forms should be rolled out in a fiscally ac-
countable manner and take into account
the capacity constraints of the government
to ensure the sustainability and effective-
ness of the programs.

Recent developments

Economic activity and poverty improved
gradually in 2021 and 2022, fueled primar-
ily by the strong resumption of tourism.
Stayover visitors increased by more than
200 percent from 2021 to 2022 but re-
mained 18 percent below the 2019 level.
The implementation of both public and
private construction projects also con-
tributed positively to growth in 2022.

FIGURE 1 Grenada / Key macroeconomic variables
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FIGURE 2 Grenada / Annual average inflation
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These positive developments were partial-
ly offset by the losses in agriculture due
to extreme weather and fuel-related higher
costs; and the decline in enrollment in St.
George’s University, the largest contribu-
tor of private education. Inflation reached
6.1 percent y/y in 2022, significantly im-
pacting households' purchasing power
and undermining food security, especially
among the most vulnerable. Despite gov-
ernment measures to mitigate the in-
creased cost of living, such as providing in-
come support and lowering the cost of fu-
el and basic food items, poverty (measured
at the national poverty line) is estimated to
have remained above pre-pandemic levels
at 29.4 percent.
The current account deficit is estimated to
have widened in 2022, as increased im-
port demand and higher prices of im-
ported goods exceeded the recovery in
tourism-driven exports. Remittances are
estimated to have slowed down from the
peak during the pandemic, possibly
caused by the inflationary pressures and
the weaker Euro, which eroded migrants’
real income. The continued strong Citi-
zenship-by-Investment (CBI) inflows and
a pick-up in the Foreign Direct Invest-
ment (FDI) helped finance the external
deficit, together with additional loans
from multilateral and bilateral develop-
ment partners. Foreign reserves are es-
timated to have improved in 2022 to
around 4.9 months of imports.
The government is estimated to have
maintained a fiscal surplus in 2022. Tax
revenue is estimated to have outperformed
the budgeted amount by EC$140 million (4
percent of GDP), leading to a 20 percent in-
crease from 2021, owing to the economic

recovery and higher prices. Grant receipts
reflected a one-off grant received from St.
George’s University of EC$81 million and
another from Saudi Arabia for EC$27 mil-
lion. These improvements more than com-
pensated for the one-off pension-related
payment of EC$85 million and other ad-
ditional expenditure measures to mitigate
the inflationary pressures on the poor pop-
ulation. The estimated surplus of 0.9 per-
cent of GDP and higher nominal GDP
growth lowered public debt significantly
from 70.8 percent of GDP in 2021 to 63.7
percent in 2022.

Outlook

Real output growth is projected to be mod-
erate, averaging 3.2 percent over the medi-
um term, lower than the 5-year pre-pan-
demic average. Tourism is expected to con-
tinue to rebound, especially from cruise
and yacht visitors. Enrollment at St
George’s University is expected to increase
owing to additional scholarships and
course offerings. The outlook for agricul-
ture is favorable given the expected sup-
port for training, technology, and mech-
anization. Several ongoing and planned
public and private sector projects will con-
tribute to a growth in construction. Despite
all this, these positive factors are expected
to be partially offset by the continued im-
pacts of elevated food and fuel prices and
dampened growth in the main tourism
source countries, US and UK. In accor-
dance with the moderate economic expan-
sion, unemployment, and poverty are ex-
pected to continue to decline, although

poverty is not expected to return to pre-
pandemic levels in the medium term. In-
flationary pressures will gradually abate
compared to 2022 but remain elevated
above historical levels as broad-based in-
flationary pressures persist.
A return to the FRA is expected in 2023.
On the expenditure side, the plan to cau-
tiously increase government capacity will
increase the wage bill, the size of which
will be contained by the ceiling of 9 per-
cent of GDP under the FRA. Additional an-
nual obligations related to the pension rul-
ing will add another 0.7 percent of GDP to
expenditures, compared to pre-pandemic
levels. Additional measures to boost eco-
nomic recovery, including tax incentives
for digitalization and tax exemptions on
key food items, will create revenue losses.
Continued recovery in tax revenue collec-
tion, expected strong CBI inflows, and ad-
ditional revenue enhancement measures,
such as environmental levies and taxes on
cigarettes and alcohol, are expected to off-
set the additional spending and maintain a
primary balance above the FRA target over
the medium term, though below the pre-
pandemic average of 5.3 percent between
2015-19. Public debt will continue declin-
ing and reach 60 percent of GDP by 2026.
Risks to the outlook are substantial and in-
clude a steeper-than-expected deceleration
of tourism markets, faster tightening of fi-
nancial conditions, and natural disasters. A
sudden rise in pension liabilities poses an
important downside to fiscal sustainability.
The government’s recent announcement to
increase the contribution rate and raise the
retirement age, and the planned pension re-
form will help improve the financial posi-
tion of the pension system.

TABLE 2 Grenada / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f

Real GDP growth, at constant market pricesa -13.8 4.7 5.8 3.5 3.3 2.9

Real GDP growth, at constant factor pricesa -13.7 4.7 5.8 3.5 3.3 2.9
Agriculture -14.5 11.8 -6.3 2.6 1.8 2.1
Industry -14.8 4.9 4.2 3.5 2.9 3.4
Services -13.4 4.1 7.3 3.6 3.5 2.8

Inflation (Consumer Price Index) -1.2 2.2 6.1 2.9 2.3 1.8
Current Account Balance (% of GDP) -16.4 -13.1 -16.7 -12.9 -11.1 -10.4

Fiscal Balance (% of GDP)b 1.2 0.3 0.9 2.0 2.3 2.6
Revenues (% of GDP) 28.1 31.6 32.6 31.2 31.0 31.2
Debt (% of GDP) 71.4 70.8 63.7 61.7 59.9 56.9

Primary Balance (% of GDP)b 3.1 2.2 2.5 3.6 3.7 3.9

GHG emissions growth (mtCO2e) -13.5 4.0 1.7 1.5 0.4 0.4
Energy related GHG emissions (% of total) 13.6 13.6 13.6 13.6 13.5 13.5

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Growth projections for 2021-23 remain sensitive to uncertainties surrounding the timing of the vaccine roll-out and the recovery in tourism.
b/ The estimates for the fiscal balance and primary balance for 2020 excluded the Grenlec-related payment.
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GUATEMALA
Table 1 2022
Population, million 17.3

GDP, current US$ billion 92.6

GDP per capita, current US$ 5341.1

International poverty rate ($2.15)a 9.5

Lower middle-income poverty rate ($3.65)a 25.9

Upper middle-income poverty rate ($6.85)a 55.4

Gini indexa 48.3

School enrollment, primary (% gross)b 102.0

Life expectancy at birth, yearsb 71.8

Total GHG emissions (mtCO2e) 41.1

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2014), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

While Guatemala continued to grow

above the LAC average in 2022, pover-

ty is estimated to exceed pre-pandemic

levels. External shocks affected its pru-

dent macroeconomic policy, increasing

inflation and government deficits. Fiscal

accounts are improving, while inflation

remains elevated, limiting poverty and

inequality reduction. Structural reforms

– such as tax reform, public invest-

ment, education, and female labor force

participation - are critical for achieving

inclusive growth.

Key conditions and
challenges

Real GDP growth averaged 3.5 percent
over the last 20 years, above the LAC
average (1.1 percent). Yet, the ratio be-
tween Guatemala and the US GDP per
capita remained between 12 and 14 per-
cent over the same period, evidencing
the lack of convergence.
Growth has not translated into a reduction
in poverty or inequality. Poverty incidence
(US$6.85 2017 PPP line) remained stagnant
between 2006 and 2019, at around half of
the population; making Guatemala one of
the poorest countries in LAC, despite be-
ing an upper-middle income country. The
lack of progress is partly explained by de-
clining real wages for all educational levels
and slow growth in formal jobs. The coun-
try is also characterized by social exclusion
and ethnic and geographical disparities,
reflected in access gaps to basic services
and in human capital indicators, with one
of the highest child malnutrition rates in
the world, at about 50 percent.
While employment levels recovered in
2021, its quality deteriorated. Close to 70
percent of employment was in the infor-
mal sector (from 65.3 percent in 2019),
disproportionally affecting women (75.7
percent) and the indigenous populations
(84.9 percent).
Guatemala has an established track record
of prudent macroeconomic policy. The ex-
change rate has been managed with a soft
peg, and its banking system is solid and

profitable. The country has maintained
current account surpluses since 2016 sup-
ported by remittances, which underpin
private consumption. Tax revenues are low
(12.4 percent of GDP in 2022), but expendi-
tures are also low, yielding low debt levels
and low sovereign risk.
Guatemala’s short-term challenge is to
bring inflation down from near 10 percent.
Dollar inflows and the central bank’s
(BANGUAT) aim to keep the exchange
rate stable could complicate the disinfla-
tionary process. In the medium term, the
country needs to increase revenues to ad-
dress infrastructure and human capital
gaps, support higher female labor force
participation, and improve overall gover-
nance. Elections in 2023 may delay
progress on reforms but could foster con-
sensus for inclusive growth.

Recent developments

Following a large rebound in 2021 (8 per-
cent), GDP grew by an estimated 4 per-
cent in 2022, driven by private consump-
tion, investment, and public consump-
tion. On the supply side, growth was
driven by wholesale & retail trade, and
health services. Inflation increased to a
9.8-percent peak in February 2023 (13.3
percent for food). In response, BANGUAT
raised interest rates from 1.75 to 4.5 per-
cent between April 2022 and February
2023. Passthrough has been limited; credit
to the private sector grew 19 percent in
2022 and interest rates in December of
2022 were lower than a year before.

FIGURE 1 Guatemala / Interest rates: private-sector credit,
bank lending, and policy rates
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FIGURE 2 Guatemala / Actual and projected poverty rates
and real GDP per capita
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The poverty rate (U$6.85 2017 PPP line)
is expected to have decreased slightly to
56 percent in 2022, still above pre-pan-
demic levels. Inequality, measured by the
Gini coefficient, is expected to remain
high at 0.49. Inflation, and more specifi-
cally food inflation, has impacted pover-
ty and inequality; microsimulations sug-
gest that if it were not for higher in-
flation (relative to pre-crisis estimates),
poverty and the Gini coefficient would
have been 0.4 percentage points and 0.1
points lower in 2022.
Fiscal results have been negatively affected
by the COVID-19 crisis and high food and
fuel prices, leading the government to in-
troduce energy subsidies and transfers to
households, and to increase expenditures
from 13.5 in 2021 to 14.7 percent of GDP in
2022. This widened the deficit from 1.2 to
1.8 percent of GDP, despite the increase in
revenues from 12.3 percent of GDP in 2021
to 13 percent in 2022.
Trade in goods continued to rebound
with exports and imports growing by 17.2
and 23.5 percent respectively, which
widened the trade deficit by 30 percent

(US$15.2 billion). The main driver of the
trade balance in 2022 was the increase in oil
prices: the value of oil imports more than
doubled, while volume declined by 3.4 per-
cent. The current account still registered a
surplus of US$1.1 billion (up to September,
a 49 percent decrease from 2021) due to an
increase in remittances, which grew by 18
percent in 2022 and almost equals exports
(19.4 vs 20.1 percent of GDP).

Outlook

GDP growth is expected to slow down in
2023 because of tightening monetary pol-
icy domestically and abroad, and slower
growth in the US. Inflation is expected
to decline; however, new rate hikes and
a prolonged period of high rates cannot
be ruled out.
Poverty is expected to decrease to 55.2 in
2023 and 54.2 in 2024 (U$ 6.85 in 2017 PPP)
while inequality to remain high. This re-
flects the slowdown in GDP and remit-
tance growth (although they will remain

high), but also a respite in household pur-
chasing power due to lower inflation.
Guatemala is projected to continue
achieving external surpluses during the
forecast horizon, albeit smaller ones due
to lower remittances growth and a stable
trade balance.
Revenues are expected to grow marginal-
ly, as the payoff of administrative reforms
slows down in the absence of tax reform.
Expenditure growth is expected to be
moderate, in line with Guatemala’s pru-
dent fiscal policy, from 2024 onwards. As a
result, the deficit is expected to be rough-
ly stable in 2023 and to decline to about
1 percent of GDP by 2025. Similarly, the
debt-to-GDP ratio is expected to stabilize
at around 30 percent.
Risks to the outlook include: (i) higher
and more persistent inflation, (ii) the in-
ability of BANGUAT to balance inflation
control, stable exchange rate, and GDP
growth, (iii) a drop in remittances caused
by negative developments in the US labor
market; and (iv) natural disasters, whose
frequency and intensity have been accen-
tuated by climate change.

TABLE 2 Guatemala / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -1.8 8.0 4.0 3.2 3.5 3.5

Private Consumption -1.4 8.9 4.2 3.4 3.7 3.7
Government Consumption 1.5 5.0 5.9 2.5 1.9 1.8
Gross Fixed Capital Investment -6.2 20.8 5.0 4.3 4.1 4.1
Exports, Goods and Services -7.7 11.7 6.3 3.0 3.3 3.3
Imports, Goods and Services -5.7 22.1 6.5 3.7 3.6 3.6

Real GDP growth, at constant factor prices -1.6 7.7 4.0 3.2 3.5 3.5
Agriculture -0.2 3.5 2.3 2.4 2.4 2.4
Industry -1.2 8.4 2.6 2.8 2.8 2.8
Services -2.0 8.1 4.8 3.5 3.9 3.9

Inflation (Consumer Price Index) 3.2 4.3 6.9 5.5 4.3 3.7

Current Account Balance (% of GDP) 5.1 2.5 1.1 1.5 1.1 1.4
Net Foreign Direct Investment Inflow (% of GDP) 1.0 3.8 1.3 1.3 1.4 1.4

Fiscal Balance (% of GDP) -4.9 -1.2 -1.8 -1.6 -1.3 -0.8
Revenues (% of GDP) 10.7 12.3 13.0 13.0 13.1 13.2
Debt (% of GDP) 31.6 30.8 31.0 31.2 30.9 30.4
Primary Balance (% of GDP) -3.2 0.5 -0.1 0.0 0.3 0.7

International poverty rate ($2.15 in 2017 PPP)a,b 12.7 10.8 10.4 10.2 9.4 9.3

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 29.8 28.1 27.4 26.7 25.3 25.2

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 59.0 57.0 56.0 55.2 54.2 54.0

GHG emissions growth (mtCO2e) 1.0 2.2 3.6 5.2 5.2 5.5
Energy related GHG emissions (% of total) 54.1 53.4 54.2 55.6 56.9 58.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on SEDLAC harmonization, using 2014-ENCOVI. Actual data: 2014. Nowcast: 2015-2022. Forecasts are from 2023 to 2025.
b/ Projections using microsimulation methodology.
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GUYANA
Table 1 2022
Population, million 0.8

GDP, current US$ billion 15.5

GDP per capita, current US$ 19133.4

School enrollment, primary (% gross)a 97.8

Life expectancy at birth, yearsa 68.5

Total GHG emissions (mtCO2e) 27.9

Source: WDI, Macro Poverty Outlook, and official data.
a/ WDI for School enrollment (2012); Life expectancy
(2020).

Guyana has emerged as one of the world's

fastest-growing economies with the devel-

opment of its oil and gas sector. The gov-

ernment's aggressive investment pro-

gram seeks to structurally transform the

non-oil economy. Nevertheless, Guyana's

increasing reliance on the oil and gas sec-

tor, a weak institutional base, and a frag-

ile political environment pose significant

risks to long-term development.

Key conditions and
challenges

Guyana is a small state with abundant nat-
ural resources including significant oil and
gas (O&G) reserves and extensive forest
cover. The development of its O&G sector
is leading to a notable scale-up of invest-
ments in infrastructure to support the de-
velopment of other industries including
agriculture. Real GDP per capita is expect-
ed to reach US$32,479 by 2025, more than
5 times 2019 levels. With more than 70 per-
cent of the working-age population resid-
ing in rural areas in 2021, agriculture,
forestry, and fishing remain relevant for
jobs and poverty reduction. Guyana's re-
source wealth contrasts with the overall
needs of the population with about half of
the population living below US$5.50 a day
in 2019. Poverty and social exclusion, in-
cluding limited access to basic services, are
particularly severe in Guyana’s hinterland
and among Amerindians.
With a large part of its territorial waters
still unexplored, Guyana’s proven gross oil
resources are conservatively estimated at
over 11 billion barrels. After two full years
of oil production, closing balances in the
Natural Resource Fund (NRF), held out-
side of the economy to mitigate exchange
rate pressures, amounted to US$1.43 bil-
lion at end of 2022. This is after transfers
of US$608 million (8.3 of non-oil GDP) to
the consolidated fund to finance the gov-
ernment’s 2022 budget. Inflows and out-
flows from the NRF are governed by the

2021 NRF Act. Transfers to the budget, are
expected to approximate 13-15 percent of
non-oil GDP over the medium term, based
on the approved formula linking draw-
downs to gross inflows into the NRF. The
country is also advancing initiatives to sell
carbon credits which represent an addi-
tional source of fiscal revenues and will be
partly employed in the sustainable man-
agement of its forests.
Rising budget resources present opportu-
nities and risks for Guyana. They have al-
lowed the government to respond to the
ongoing overlapping crises (e.g.,
COVID-19 and inflation) while scaling up
spending to close gaps in infrastructure,
education, and social security systems to
boost human capital and poverty reduc-
tion, including in Guyana’s hinterland
where public service provision is particu-
larly weak. The development of the oil and
gas sector also increases the urgency to ad-
vance the implementation of the govern-
ment’s Low Carbon Development Strate-
gy 2030 to counter anticipated increases in
GHG emissions. Sound management of
the O&G sector will necessitate strength-
ening governance, and fiscal and public fi-
nancial management practices while
boosting transparency and accountability
to avoid increased social polarization.

Recent developments

Guyana’s economy continued to expand at
a record pace in 2022 amidst increased oil
production. Real GDP expanded by 57.8
percent, exceeding the annual average

FIGURE 1 Guyana / Oil production, real oil, and real non-oil
GDP, 2020-2025
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FIGURE 2 Guyana / Fiscal balances and public debt
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growth rate of 31.8 percent since the start
of oil extraction. Oil GDP more than dou-
bled in 2022, with production rising to ap-
proximately 274,433 barrels per day since
the Liza Phase 2 plant began operations. In
parallel, the non-oil economy grew by 10.7
percent, owing to increased acreage under
cultivation and higher agricultural yields,
expansions in mining and support services
for the oil and gas industries, and a pickup
in services. Rising economic activity is ex-
pected to have resulted in increased em-
ployment and, as a result, contributed to
poverty reduction.
Inflation averaged 6.4 percent in 2022, pri-
marily due to rising fuel and food prices.
Higher living costs disproportionately af-
fected the poor and vulnerable, who spend
a larger portion of their budget on food,
and jeopardized food security. While mon-
etary policy remained unchanged, period-
ic intervention in the foreign exchange
market was used to relieve pressure on the
exchange rate, which has remained stable
at US$1: G$208.50 since 2019.
The fiscal deficit was 10.2 percent of non-
oil GDP in 2022, despite significant trans-
fers from NRF. Fiscal policy in 2022 fo-
cused on increasing capital investment to
support non-oil economy growth and de-
velopment while providing relief to citi-
zens from the adverse impact of the pan-
demic and rising prices. Relief efforts to
increase household incomes and reduce
poverty included direct and indirect in-
come support, with adjustments to the

income tax threshold and a reduction in
the fuel excise tax. In this context, total
revenue peaked at 28.1 percent of non-oil
GDP in 2022, while total spending came
close to 38.3 percent of non-oil GDP. The
public debt to GDP ratio is estimated
to have declined to 23.3 percent of total
GDP in 2022, 15.3 percentage points low-
er than in 2021.
A current account surplus of 42.4 percent
of GDP was recorded in 2022, reflecting
increased earnings from oil exports. Total
imports fell in 2022 as a result of significant
one-time imports of specific items for the
extractive sector in 2021. Guyana's stock of
foreign reserves in December 2022 rose to
US$939 million, approximately 2 months
of projected total imports.

Outlook

Guyana's economy is expected to expand
at an annual average rate of 24.9 percent
over the medium term due to continued
expansion of the oil sector. Real non-oil
GDP is projected to expand by an av-
erage of 7.2 percent per year including
through positive spillovers from the oil
sector with the implementation of the Lo-
cal Content Act of 2021. Inflation will
remain elevated due to increased gov-
ernment consumption and higher input
costs. As such, poverty reduction will de-
pend on efforts to boost the purchasing

power of poor and vulnerable households,
as well as on translating the good perfor-
mance of the non-oil economy into jobs.
Increased exports of oil, gold, and bauxite
will result in an annual average current ac-
count surplus of 24.8 percent of GDP over
the medium term. In this context, the in-
ternational reserves position will gradual-
ly improve to above 5 months of projected
total imports.
The fiscal deficit is projected to average
12.4 percent of non-oil GDP as the increase
in capital spending outstrips inflows from
the NRF. Public debt is expected to remain
low at approximately 20 percent of GDP.
The extractive sector is becoming the
dominant source of growth and fiscal
revenues. This increases the country’s
susceptibility to oil-related shocks, which
requires proactive management. Prudent
NRF management and use, as well as
strengthening the medium fiscal man-
agement framework are critical to pre-
venting the economy from overheating.
Oil production has environmental conse-
quences that must be carefully consid-
ered, and the sector may face additional
risks as the world transitions away from
fossil fuels. Addressing climate change
risks remains central to poverty reduc-
tion given that sea level rise and flooding
expose a large segment of the population
to food insecurity and job losses. Ethnic
and political polarization in Guyana are
important risks to social cohesion and
sustainable growth.

TABLE 2 Guyana / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f

Real GDP growth, at market prices (total)a 43.5 20.0 57.8 25.2 21.2 28.2

Real GDP growth, at market prices (non-oil)b -7.3 4.7 10.7 6.9 6.8 7.9
Agriculture 4.1 -9.1 4.0 1.3 1.8 2.7
Industry -10.5 5.2 7.3 3.3 2.7 1.2
Services -21.2 11.0 1.5 3.9 4.1 1.8

Inflation (Consumer Price Index) 1.0 4.8 6.4 6.0 5.7 5.5

Current Account Balance (% of GDP)c -15.0 -20.5 42.4 29.7 27.7 17.0

Fiscal Balance (% of GDP)d -9.4 -10.1 -10.2 -10.9 -13.3 -13.1
Debt (% of GDP) 47.4 38.6 23.3 20.9 20.3 19.3

Primary Balance (% of GDP)d -8.6 -9.4 -9.6 -10.0 -12.3 -11.9

GHG emissions growth (mtCO2e) 11.9 6.2 18.7 11.8 11.8 16.3
Energy related GHG emissions (% of total) 21.8 25.7 35.3 40.9 45.8 52.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Total GDP at 2012 prices.
b/ Non-oil GDP at 2012 prices.
c/ BOP definition in current US$.
d/ Share of non-oil GDP.
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HAITI
Table 1 2022
Population, million 11.6

GDP, current US$ billion 20.2

GDP per capita, current US$ 1745.9

International poverty rate ($2.15)a 29.2

Lower middle-income poverty rate ($3.65)a 58.0

Upper middle-income poverty rate ($6.85)a 85.8

Gini indexa 41.1

Life expectancy at birth, yearsb 64.1

Total GHG emissions (mtCO2e) 10.9

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

GDP contracted by 1.7 percent in 2022,

amid a lingering political crisis and gang

violence that curtailed economic activity.

Recent gains in human capital accumula-

tion have been reversed due to extended

school closures in 2022 owing to insecuri-

ty. The country’s institutional fragility

exacerbates its vulnerability to natural

hazard shocks, with attendant conse-

quences on growth prospects. Poverty is

rising, and high inflation is dispropor-

tionately impacting poorer households.

Key conditions and
challenges

Haiti is a lower-middle-income country with
anarrowindustrialbaseandsubsistenceagri-
culture.Thepoliticalandinstitutionalcrisisis
generating increasing levelsofpublic insecu-
rity,hinderingHaiti’seconomicperformance
and citizen well-being. Structural key chal-
lengestogrowthincludedeficient infrastruc-
ture, limited human capital, weak gover-
nance and institutions, a non-enabling busi-
ness environment, underdeveloped finance
markets,andlimitedmarketcontestability.
Growth challenges are exacerbated by the
combination of weak structural drivers
and sustainability issues. Importantly, low
agricultural productivity is hampered by
limited credit to the sector, as well as by
watershed degradation and land fragmen-
tation due to the inheritance system.
Haiti’s institutional fragility, coupled with
extreme vulnerability to natural hazard
shocks and climate change will likely con-
tinue to pose a threat to growth, hurting
the poor and the vulnerable the hardest.
Moreover, limited access to quality health-
care and education inhibits the possibility
of building human capital to break the cy-
cle of poverty.

Recent developments

A political and power vacuum pushed
gang violence to a crisis point and a GDP

contraction by 1.7 percent in 2022, with
agriculture, which employs 40 percent of
the labor force, registering the largest de-
cline (-4.5 percent). Combined also with
an increase in food prices, the poverty
rate at the international poverty line
($3.65 per day, 2017 PPP) is estimated to
have increased to 62 percent in 2022, from
60 percent in 2021. The secondary sector
contracted by 0.2 percent, despite a good
performance in light manufacturing. Ser-
vices contracted by 2.1 percent, led by
hospitality (-7.8 percent).
With businesses shutting down owing to
gang warfare, tax revenue dropped to 5.2
percent of GDP in 2022, down from 5.8
percent of GDP in 2021. Meanwhile, total
expenditure rose on higher fuel subsidies,
resulting in the widening of the fiscal
deficit to 3.2 percent of GDP in 2022 (from
2.7 percent in 2021). The central bank
(BRH) monetized 2.5 basis points of the
deficit and the remaining gap (0.7 percent
of GDP) was filled by T-bills and arrears.
Consequently, the gourde depreciated by
17.4 percent against the US dollar over the
fiscal year. The BRH enacted measures to
mop up excess liquidity in the banking sec-
tor, hiked the key policy rate by 150 bps,
and restricted forex transactions. But infla-
tion edged up to 38.7 percent by end of
FY22, led by higher food and fuel prices,
and insecurity impeding the seamless flow
of goods across regions. Rising food prices
are especially hard on poor households as
food tends to make up a larger share of
their total expenditures.
In the external sector, remittances inflow
declined for the first time in decades. De-
spite an expansion of exports, the current

FIGURE 1 Haiti / Sectoral growth rates, year-over-year, FY22
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FIGURE 2 Haiti / Actual and projected poverty rates and real
GDP per capita
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account turned into a deficit (2.5 percent of
GDP), compared to a surplus (0.5 percent
of GDP) in 2021. Foreign direct investment
(0.2 percent of GDP) did not suffice to off-
set the CAD. The resulting balance of pay-
ments deficit (1.0 percent of GDP) was fi-
nanced by an accumulation of arrears, debt
write-off, and foreign exchange reserves
drawdown. Net international reserves de-
clined by 71 percent at the end of the fiscal
year, closing at US$ 141 million. Gross re-
serves, however, were kept at a healthy
level of around 5.4 months of imports.

Outlook

Private investment is expected to continue
to fall as the political crisis and gang vi-
olence do not abate in FY23. Private con-
sumption will remain subdued if inflation
in the main remittance-sending countries
does not recede and domestic agricultural
productivity does not improve. All this
will contribute to darken the outlook. As
such, GDP is expected to contract by 1.1
percent in FY23. In the baseline, growth is
expected to firm up into positive territo-
ry with a rebound in 2024, thanks to the
resumption of economic activity assuming

stabilization of the political context and
improvements in security. However,
growth will not be strong enough to re-
verse the poverty trend. Poverty is expect-
ed to remain elevated at about 62 percent
in 2023 and 2024.
Thanks to fuel price adjustments in FY22,
energy subsidies are expected to decline,
narrowing the fiscal deficit that is expected
to reach 3.0 percent of GDP in FY23, of
which 1.3 bps will be monetized. The IMF
will supply 0.6 bps of the financing. The re-
maining 1.2 bps are not likely to be cov-
ered by T-bills. Therefore, there will prob-
ably be a retrenchment of capital spending
and/or additional financing from the BRH,
with negative consequences for macroeco-
nomic stability. Fiscal consolidation efforts
are expected to continue over the medium
term, bringing the fiscal deficit below the
2.0 percent of GDP mark.
Headwinds faced by garment factories at
the end of FY22, principally due to the in-
secure business environment, will likely
continue throughout FY23 and hence affect
exports. Remittances are projected to de-
cline further, in line with the economic sit-
uation in sending countries. The continued
depreciation of the currency and a gradual
easing of food and fuel prices are expected
to dampen imports, outweighing the effect

of lower exports and remittances, and
leading to a current account surplus of 1.8
percent of GDP. Over the medium term, as
investment picks up, the current account
is set to register a deficit slightly above 2.0
percent of GDP, provided security im-
proves and elections to be held in 2023 are
not contested.
Sustained high fuel and food prices cou-
pled with low agricultural productivity
will continue to exert pressure on CPI in-
flation, which is expected to close the fiscal
year at around 40 percent on average. High
inflation will be an impediment to poverty
reduction as the poor and the vulnerable’s
purchasing power is eroded.
High domestic and external uncertainty
weigh on an outlook that is fraught with
downside risks. There is a high risk that
political turmoil continues and security
does not improve. The fuel price ad-
justments were critical but re-enacting
the automatic price adjustment mecha-
nism will remain crucial to rein in the
fiscal deficit and reduce monetary fi-
nancing. Strengthening the institutional
framework for disaster risk management,
including better preparedness and re-
sponse will be key to laying the founda-
tions for sustained and inclusive growth
over the long term.

TABLE 2 Haiti / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2019/20 2020/21 2021/22e 2022/23f 2023/24f 2024/25f
Real GDP growth, at constant market prices -3.3 -1.8 -1.7 -1.1 1.5 2.5

Private Consumption -4.0 1.2 -0.7 -0.2 0.9 0.7
Government Consumption 11.1 9.7 21.7 18.8 8.2 15.2
Gross Fixed Capital Investment -20.6 -21.8 -13.8 -44.3 10.0 19.8
Exports, Goods and Services -39.7 1.4 2.4 -2.6 2.8 2.1
Imports, Goods and Services -18.3 2.7 4.9 -2.7 4.0 5.5

Real GDP growth, at constant factor prices -2.9 -2.5 -2.1 -1.1 1.5 2.5
Agriculture -2.5 -4.1 -4.5 -1.5 2.0 2.0
Industry -6.9 -2.5 -0.4 -1.1 1.5 1.5
Services -1.2 -2.0 -2.1 -1.0 1.3 3.1

Inflation (Consumer Price Index) 22.9 15.9 27.6 39.8 31.1 22.6

Current Account Balance (% of GDP) 1.1 0.5 -2.5 1.8 -2.0 -2.6
Net Foreign Direct Investment Inflow (% of GDP) 0.2 0.2 0.2 0.1 0.3 0.3

Fiscal Balance (% of GDP) -3.0 -2.5 -3.2 -3.0 -2.3 -1.4
Revenues (% of GDP) 7.5 6.9 6.6 7.5 7.8 7.6
Debt (% of GDP) 23.5 28.4 27.6 28.5 29.4 26.2
Primary Balance (% of GDP) -2.7 -2.2 -2.9 -2.7 -2.0 -1.1

International poverty rate ($2.15 in 2017 PPP)a,b 29.9 31.3 32.3 33.9 33.5 32.6

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 58.9 60.1 61.6 62.5 62.4 61.8

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 86.4 87.5 88.0 88.4 88.3 88.2

GHG emissions growth (mtCO2e) -1.5 -0.6 -0.3 0.2 0.7 0.7
Energy related GHG emissions (% of total) 35.0 33.9 32.8 32.1 31.9 31.9

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 SEDLAC harmonization, using 2012-ECVMAS. Actual data: 2012. Nowcast: 2013-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2012) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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HONDURAS
Table 1 2022
Population, million 10.4

GDP, current US$ billion 30.7

GDP per capita, current US$ 2942.6

International poverty rate ($2.15)a 12.7

Lower middle-income poverty rate ($3.65)a 26.4

Upper middle-income poverty rate ($6.85)a 49.5

Gini indexa 48.2

School enrollment, primary (% gross)b 96.5

Life expectancy at birth, yearsb 71.5

Total GHG emissions (mtCO2e) 29.3

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2019), 2017 PPPs.
b/ WDI for School enrollment (2012); Life expectancy
(2020).

Honduras's economy expanded robustly

in 2022, supported by remittance-fueled

private consumption and private invest-

ment. GDP growth is expected to moder-

ate in the near term amid a tempering of

global demand and persistent inflationary

pressures. Poverty and inequality are ex-

pected to continue their downward trend,

albeit at a slower pace. Progress is limited

by high inflation and slow labor market

recovery with employment remaining be-

low pre-pandemic levels.

Key conditions and
challenges

Honduras is one of the poorest and most
unequal countries in Latin America and
the Caribbean. In 2019, one in two people
lived in poverty (US$6.85 per day, 2017
PPP), concentrated in rural areas.
Annual real GDP growth averaged 3.1 per-
cent from 2010-2019, driven by remittance-
fueled private consumption. The country
benefited from prudent macroeconomic
management anchored in the Fiscal Re-
sponsibility Law (FRL), a crawling peg
with ample foreign reserves, and a sound
financial sector. However, Honduras lacks
productive capacity, and its exports have
been insufficient to boost incomes and
growth, particularly in rural areas. Exports
are highly concentrated in agricultural
commodities and low-value manufactured
goods, destined for the U.S. Several factors
undermine competitiveness, including
high exposure to external shocks and nat-
ural hazards, low levels of climate-related
resilience, elevated crime, and institutional
and business environment challenges.
The impacts of the pandemic and hurri-
canes Eta and Iota in 2020 exacerbated
existing economic and social challenges.
Real GDP contracted by 9 percent y-o-y,
and poverty (US$6.85 line) increased by
8.2 pp to 57.7 percent in 2020. The coun-
try's countercyclical response cushioned
the impacts of these multiple shocks;
however, social assistance programs had
a relatively small mitigating impact due

to their low coverage. Public debt in-
creased steeply from 43.5 percent in 2019
to 55.8 percent in 2021, mainly composed
of multilateral financing, given the coun-
try’s high-risk premium. A high food in-
security rate (34.8 percent) and low
school attendance persisted in 2021, limit-
ing human capital accumulation.

Recent developments

Despite global headwinds and impacts
from hurricane Julia (1.2 percent of 2021
GDP), annual real GDP is estimated to
have expanded by 4 percent in 2022, dri-
ven by private consumption and private
investment. On the supply side, the
growth was driven by maquila and ser-
vices; the contribution of labor-intensive
agriculture remained subdued due to cli-
mate shock impacts.
Strong domestic demand, pandemic-relat-
ed global supply-chain disruptions, and a
commodity price spike following Russia’s
invasion of Ukraine caused high inflation.
Average inflation accelerated to 9.1 percent
in 2022 – the highest since 2008 and nearly
double the upper bound of the Central
Bank’s (BCH) target band (4 ± 1 percent).
Yet, the BCH maintained the key policy rate
at 3 percent in the context of shallow capital
markets weakening monetary transmis-
sion, while speeding up liquidity absorp-
tion through open market operations.
Higher prices and unemployment threaten
food security and poverty reduction. Un-
employment (8.9 percent in 2022) was still
above its pre-pandemic level (5.7 percent),

FIGURE 1 Honduras / Real GDP growth, inflation, current
account balance (CAB), and NFPS fiscal balance
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FIGURE 2 Honduras / Actual and projected poverty rates
and real GDP per capita
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particularly for women as the unemploy-
ment gender gap widened from 3.9 per-
cent in 2019 to 6.7 percent in 2022. Poverty
(US$6.85 line) is estimated to remain above
pre-crisis levels, at 52.4 percent in 2022.
While remittances, representing 28.1 per-
cent of GDP and about 30 percent of
household income for the bottom 40 per-
cent of households receiving remittances,
grew by 20 percent in 2022, they did not
compensate for deteriorated labor market
outcomes and inflationary pressures from
the war in Ukraine.
The government announced an expansion-
ary budget, including sizable reconstruc-
tion and investment spending, an increase
in energy and fuel subsidies, and financial
assistance to the agriculture sector. In early
2022, it authorized new borrowing for up
to US$2 bn in 2022-23, withdrew US$335 m
in IMF Special Drawing Rights, and incor-
porated US$1 billion (3.3 percent of GDP)
in monetary financing into the 2022-2023
budget, setting out a non-financial public
sector (NFPS) deficit of 4.9 percent of GDP
in 2022. However, a small deficit of 0.24
percent of GDP was registered due to slow
budget execution coupled with strong cor-
porate income tax performance.
The external position remained strong,
supported by remittances and external

financing. Foreign reserves stood at 28
percent of GDP by end-2022, covering 6
months of non-maquila imports and sup-
porting exchange rate stability. Despite
unfavorable terms of trade, the current
account deficit is expected to narrow to
3.3 percent of GDP in 2022 (from 4.3 per-
cent in 2021) on the back of strong re-
mittances, mainly financed by multilater-
al debt and foreign direct investment.

Outlook

Real GDP growth is projected to decel-
erate to 3.5 percent in 2023, given lower
growth among trading partners and per-
sistent inflationary pressures. Weaker ex-
port demand coupled with elevated im-
port prices are likely to widen the current
account deficit in 2023; robust import de-
mand will maintain the current account
deficit over the medium term. Gradual
disinflation is projected over the medium
term as global inflation subsidies; how-
ever, inflationary pressures could per-
sist if the policy rate is maintained, and
the government implements its spending
plan. Slower growth and persistent infla-
tion will likely curb progress in poverty

and inequality reduction in the medium
term. Poverty (US$6.85 line) is expect-
ed to decrease slightly to 51.9 percent in
2023, and 51.3 percent by 2024. Growth
is projected to rise modestly by 2025, fu-
eled by remittances, investment, and ex-
port demand.
The 2023 budget foresees a significant in-
crease in spending as the execution of on-
going and new investment projects accel-
erate, which could weaken public finances
and increase Honduras’s financing needs.
A wider NFPS deficit relative to 2022 is
projected over the medium term, bound by
the FRL’s escape clause ceilings: 4.4 per-
cent in 2023, 3.9 percent in 2024, and 3.4
percent in 2025. The government plans a
gradual fiscal adjustment to return to the
FRL target of 1 percent of NFPS deficit;
however, the timeline is uncertain. The ad-
justment is planned to be supported by
revenue mobilization measures, improv-
ing the efficiency of public spending, and
budget reallocations. However, challeng-
ing legislative position of the ruling party
could affect the progress on fiscal, social,
and structural reforms. Along with budget
execution issues, this could depress private
investment, weaken growth, and cause a
deterioration in the labor market and liv-
ing standards of the population.

TABLE 2 Honduras / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -9.0 12.5 4.0 3.5 3.6 3.7

Private Consumption -6.2 15.1 5.0 3.2 3.7 3.9
Government Consumption 2.9 8.5 1.7 0.5 0.1 0.4
Gross Fixed Capital Investment -23.8 33.3 2.8 6.9 4.1 4.0
Exports, Goods and Services -20.8 21.5 5.0 4.2 5.1 5.2
Imports, Goods and Services -18.5 33.0 5.2 3.9 4.1 4.3

Real GDP growth, at constant factor prices -9.0 12.5 4.0 3.5 3.6 3.7
Agriculture -6.3 0.4 1.7 2.1 2.2 2.3
Industry -14.3 20.1 5.3 4.8 4.9 5.0
Services -7.2 12.5 3.9 3.3 3.4 3.5

Inflation (Consumer Price Index) 3.5 4.5 9.1 7.1 4.6 4.2

Current Account Balance (% of GDP) 2.9 -4.3 -3.3 -3.8 -4.1 -4.0
Net Foreign Direct Investment Inflow (% of GDP) 1.6 1.2 1.0 1.2 1.4 1.4

Fiscal Balance (% of GDP)a -5.5 -3.7 -0.2 -3.4 -3.0 -2.2
Revenues (% of GDP) 28.2 30.0 30.5 30.0 30.6 31.1

Debt (% of GDP)a 54.1 55.8 51.0 51.7 52.1 50.6

Primary Balance (% of GDP)a -4.3 -2.8 0.8 -2.7 -2.3 -1.6

International poverty rate ($2.15 in 2017 PPP)b,c 19.5 14.5 13.3 12.9 13.0 12.7

Lower middle-income poverty rate ($3.65 in 2017 PPP)b,c 34.7 29.6 28.2 27.3 26.9 26.3

Upper middle-income poverty rate ($6.85 in 2017 PPP)b,c 57.7 53.3 52.4 51.9 51.3 50.7

GHG emissions growth (mtCO2e) -5.1 8.1 1.6 0.2 1.4 1.7
Energy related GHG emissions (% of total) 33.8 36.3 36.3 35.5 35.4 35.5

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Fiscal data refers to non-financial public sector.
b/ Calculations based on SEDLAC harmonization, using 2019-EPHPM. Actual data: 2019. Nowcast: 2020-2022. Forecasts are from 2023 to 2025.
c/ Projections using microsimulation methodology.
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JAMAICA
Table 1 2022
Population, million 2.8

GDP, current US$ billion 13.1

GDP per capita, current US$ 4618.6

School enrollment, primary (% gross)a 90.6

Life expectancy at birth, yearsa 71.9

Total GHG emissions (mtCO2e) 9.0

Source: WDI, Macro Poverty Outlook, and official data.
a/ WDI for School enrollment (2007); Life expectancy
(2020).

Jamaica’s economy continues to recover

from the record contraction of 2020. A

track record of policy and institutional re-

forms to strengthen macroeconomic man-

agement in recent years allowed the gov-

ernment to respond to the pandemic and

inflation shocks without impairing fiscal

sustainability and poverty reduction ob-

jectives. Continuity of the fiscal austerity

program could become more difficult if

the weakening global economic environ-

ment becomes protracted and if known

constraints to growth and poverty reduc-

tion are not addressed.

Key conditions and
challenges

After decades of weak macroeconomic
performance, Jamaica implemented an
austerity program in 2013 which helped
to reduce the public debt-to-GDP ratio by
more than 50 percentage points. Improved
fiscal discipline allowed the country to
weather the impact of recent overlapping
crises, including the COVID-19 pandemic
and tightening global financial conditions.
Notably, during the peak of the pandemic,
the government was able to provide tem-
porary assistance to vulnerable house-
holds and businesses to offset income loss-
es, protect jobs, and stimulate demand.
Additional assistance was provided to vul-
nerable households to mitigate the poten-
tial impact of rising prices on poverty.
To strengthen fiscal, financial, and social
resilience to climatic shocks, Jamaica has
gradually integrated climate change
adaptation into its policy framework. The
social protection system has also been
strengthened, which has contributed to
increased equity, social resilience, and
poverty reduction.
The country is recovering from a deep
recession caused by the pandemic. GDP
is expected to return to its 2019 level in
2023. The underlying drivers of its his-
torically low growth experience have not
been fully addressed. Prior to the pan-
demic, Jamaica was among the slowest
growing economies in LAC given its con-
centration in low productivity services,

limited innovation, a weak business envi-
ronment, high connectivity costs, and per-
vasive crime. Furthermore, disruptions in
learning during the pandemic will have
longer-term effects on growth and human
capital, and the future earning potential of
students if not addressed adequately.
Debt-service costs remain relatively high,
crowding out other government spending,
including capital investment. In this con-
text, the government needs to strike a care-
ful balance between continuing fiscal con-
solidation, mitigating the impact of infla-
tion on the poor, and advancing critical
growth-enhancing reforms. Tourism and
agriculture, which account for more than
a third of available jobs, are vulnerable to
shocks, which could undermine economic
growth and poverty reduction efforts.
Jamaica remains highly vulnerable to ex-
ternal developments given its reliance on
imported essentials and external financ-
ing. Progress on addressing anti-money
laundering and counter-terrorism defi-
ciencies, as well as strengthening finan-
cial supervision is also necessary to at-
tract private investments and to assure fi-
nancial system stability. While the finan-
cial sector is sound, it remains suscepti-
ble to various shocks.

Recent developments

Real GDP expanded by 4.2 percent in 2022,
primarily reflecting continued recovery in
tourism and agriculture. On the expendi-
ture side, growth was driven by private con-
sumption and net exports. Rising economic

FIGURE 1 Jamaica / Fiscal balances and public debt
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FIGURE 2 Jamaica / Actual and projected poverty rates and
real GDP per capita
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activity boosted labor market conditions
and the unemployment rate fell below 7
percent in 2022 from 8.5 percent in 2021.
Nevertheless, the quality of employment re-
mains a concern given high informality and
fewer average hours worked relative to pre-
pandemic levels. The poverty rate is esti-
mated to have declined to 12.6 percent in
2022, from 16.8 percent in 2021.
Inflation accelerated to an average of 10.3
percent in 2022, influenced primarily by
the pass-through of higher global com-
modity prices to domestic fuel and food
prices. To mitigate a possible decoupling
of inflation expectations, the benchmark
policy rate was adjusted by a total of 3 per-
centage points to 7 percent during 2022.
In this context, the exchange rate remained
relatively stable.
The fiscal account recorded a smaller sur-
plus of 0.3 percent of GDP in 2022, relative to
0.9 percent of GDP in 2021. This was on ac-
count of increased spending on wages and
salaries, consistent with the recently ap-
proved three-year compensation cycle.
Higher spending also reflected transfers
(0.25 percent of GDP) to vulnerable families
to counter inflation pressures. As such,
spendingincreasedby1.7percentagepoints
to 31.7 percent of GDP. Revenues remained
robustat31.9percentofGDP.Inthiscontext,

the public debt to GDP ratio fell by 9.7 per-
centagepoints to85percentofGDP.
A current account deficit of 3.5 percent of
GDP was recorded in 2022. Higher spend-
ing on imports, including on food and fuel,
offset the impact of increased earnings from
tourism. Although total visitor arrivals con-
tinued to recover in the year, they remain
below 2019 levels by over 20 percent. In this
context, Jamaica’s international reserves fell
by US$317 million to US$4,520 million (5.8
months of total imports).

Outlook

Real GDP growth is expected to average
only 1.6 percent between 2023-25, driven
by continued recovery in the tourism sec-
tor and increased mining and quarrying
activities. On the demand side, growth will
be driven by consumption and invest-
ments. Monetary policy will remain sup-
portive of growth, ensuring adequate liq-
uidity in the financial system; minimizing
pressures on the currency; and returning
inflation to within its target 4-6 percent
range. Poverty is projected to fall to
around 8 percent by 2025 as incomes im-
prove with the economic recovery.

The fiscal account is expected to record
an average annual surplus of 0.8 percent
of GDP over the medium term with
stronger revenues underpinned by the
continued economic recovery. Spending
is expected to decline slightly as a result
of savings on interest payments. As such,
public debt is projected to remain on a
downward trajectory, declining to 71 per-
cent of GDP by 2025.
The external account balance is expected
to improve amidst continued recovery in
tourism strong remittance inflows and re-
duced spending on imports given lower
commodity prices. As such, gross reserves
will remain at healthy levels, averaging
more than 5 months of imports.
There are significant downside risks to
the economic outlook including a pos-
sible deeper-than-expected slowdown in
the global economy, which could under-
mine the recovery in tourism and de-
press remittance inflows. Further tight-
ening in financial market conditions
could raise the cost of borrowing, curtail
private investments and derail longer-
term growth, climate change, and debt
objectives. Worsening crime, social un-
rest, and potential natural disasters
could also impair growth and poverty
reduction efforts.

TABLE 2 Jamaica / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -9.9 4.6 4.2 2.0 1.7 1.2

Private Consumption -13.2 3.0 4.0 2.0 1.4 1.4
Government Consumption 11.7 2.1 16.8 2.1 2.3 2.1
Gross Fixed Capital Investment -15.4 -4.1 -9.6 0.2 2.5 1.1
Exports, Goods and Services -30.0 25.8 15.1 5.2 1.3 1.3
Imports, Goods and Services -26.7 12.0 11.8 4.2 1.3 1.5

Real GDP growth, at constant factor prices -9.9 4.6 4.2 2.0 1.7 1.2
Agriculture -1.4 8.3 7.7 0.8 1.4 1.3
Industry -5.7 2.4 -1.2 1.2 0.9 0.9
Services -12.0 4.9 5.5 2.4 2.0 1.3

Inflation (Consumer Price Index) 5.7 5.9 10.3 6.1 5.0 5.0

Current Account Balance (% of GDP) -0.4 0.7 -3.5 -3.1 -1.9 -1.1
Net Foreign Direct Investment Inflow (% of GDP) 1.9 1.8 1.6 1.7 1.8 1.9

Fiscal Balance (% of GDP)a -3.1 0.9 0.3 0.3 0.3 1.7

Debt (% of GDP)a 110.5 94.7 85.0 76.0 74.0 71.0

Primary Balance (% of GDP)a 3.5 6.8 5.8 5.5 5.1 5.9

GHG emissions growth (mtCO2e) -23.8 9.8 6.2 3.7 2.9 1.5
Energy related GHG emissions (% of total) 75.9 77.8 79.0 79.7 80.2 80.5

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Fiscal balances are reported in fiscal years (April 1st -March 31st).

MPO Apr 23125



MEXICO
Table 1 2022
Population, million 131.6

GDP, current US$ billion 1414.2

GDP per capita, current US$ 10749.1

International poverty rate ($2.15)a 3.1

Lower middle-income poverty rate ($3.65)a 9.9

Upper middle-income poverty rate ($6.85)a 32.5

Gini indexa 45.4

School enrollment, primary (% gross)b 103.7

Life expectancy at birth, yearsb 70.1

Total GHG emissions (mtCO2e) 677.3

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

Real GDP growth is expected to slow to 1.5

percent in 2023 due to continued policy

tightening and external headwinds, con-

verging to 2.0 percent by 2025. Mexico

faces risks of more persistent inflation,

higher-than-expected monetary tightening

in the U.S., and supply chain disruptions.

Monetary poverty is projected to decline

slightly due to the slow recovery of labor

earnings. Vulnerability because of unmet

social needs affects over a fifth of Mexicans.

Tackling structural constraints to econom-

ic growth and inclusion remains critical for

medium-term progress.

Key conditions and
challenges

As one of the most open economies in the
world, Mexico's economic growth is fueled
by a strong and diversified manufacturing
base connected to Global Value Chains
(GVC) integrated with the U.S. and a stable
macroeconomic framework. These factors
supported economic activity during the
pandemic, despite global uncertainty and
lack of economic stimulus.
Mexico has recovered its 2019 GDP and em-
ployment levels. However, potential output
growth has declined in the last decade, re-
flecting weak productivity growth and low
investment, hampered by limited access to
finance, insecurity, informality, regulatory
burdens, infrastructure bottlenecks, uncer-
tain business environment, and inadequate
provision of public services, with signifi-
cant heterogeneity across sectors and re-
gions. Facing these challenges is critical to
exploiting nearshoring opportunities and
adding value to Mexico's exports.
Progress toward poverty reduction has
been limited and was reversed by the pan-
demic. The official multidimensional
poverty rate decreased from 43.2 percent
in 2016 to 41.9 percent in 2018 but re-
bounded to 43.9 percent in 2020. Southern
rural areas display higher social depriva-
tion, with Chiapas and Guerrero having
the highest poverty rates in 2020 at 66.4
and 75.5 percent, respectively.
The economy continues to face significant
and persistent inflation. Banco de Mexico

raised the policy rate by more than 600 ba-
sis points since early 2021 to anchor infla-
tion expectations. The federal government
has also reacted by reducing fuel taxes, in-
creasing electricity subsidies, incentivizing
grain production through price guarantees
and fertilizer distribution, reducing tariffs
and quotas for fertilizers, and freezing
transportation costs.
Mexico's overall fiscal deficit and debt are
still above 2019 levels but have improved.
Mexico needs revenue-enhancing reforms
to preserve debt sustainability, particular-
ly given existing expenditure commit-
ments in pensions and spending pressures
to increase access to quality public services
and infrastructure.

Recent developments

Real GDP grew by 3.1 percent in 2022.
Manufacturing, transportation, wholesale,
food, and services sectors drove the
growth. Between 2021Q4 and 2022Q4, the
economy added 1.7 million jobs, two-
thirds of which were in the formal sector.
Unemployment, underemployment, and
female labor force participation rates have
returned to pre-pandemic levels.
The current account deficit was 0.9 percent
of GDP in 2022, covered by foreign direct in-
vestment. Import growth outpaced exports
in 2022 (19.5 and 17.6 percent, respectively),
showing dynamism due to a return to nor-
malcy in supply chains. Supported by a sta-
ble fiscal situation and a solid external ac-
count, the Mexican peso appreciated to
18.4MXN/USD in mid-February 2023. In

FIGURE 1 Mexico / Inflation, and contributions to overall
inflation
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FIGURE 2 Mexico / Actual and projected poverty rates and
real GDP per capita
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2022, remittances amounted to US$58.5bn,
while portfolio investment outflows mod-
erated to US$5.6bn in 2022 from US$41.6bn
in 2021. International reserves stood at
US$200bn in mid-February 2023.
Annual headline (core) inflation reached
7.6 (8.3) percent in February 2023, with the
cost of the basic basket of goods increasing
by 8.0 percent. Goods, especially food, and
food-related services, explain the bulk of
total inflation. The central bank raised the
policy rate from 6.0 percent in February
2022 to 11.0 in February 2023.
The poverty rate is estimated at 29.3 per-
cent in 2022 (using the $6.85 in 2017
PPP poverty line), a decline compared to
2020. The labor market recovery was sus-
tained, with 3 million new jobs added
between 2019Q4 and 2022Q4. However,
inflation counteracted employment gains.
The share of the population with labor
earnings below the food poverty line in-
creased from 38.9 percent in 2019Q4 to
46.0 at the peak of the pandemic in
2020Q3 but rebounded to 38.5 percent in
2022Q4. Job quality trails the overall recov-
ery as the share of jobs earning one min-
imum wage or less stood at 33 percent in
2022Q4 relative to 21 percent in 2019Q4. By
the end of 2022, the share of informal em-
ployment reached 55.8 percent, in line with
its pre-pandemic levels.

The overall fiscal deficit in 2022 was 4.4 per-
cent of GDP. Public sector revenues benefit-
ed from oil prices. However, the oil windfall
was offset by fiscal actions to contain infla-
tion, increased debt service costs, and a
boost in public investment. Mexico's credit
rating remains investment grade.

Outlook

The economy is expected to expand by
1.5 percent in 2023, 1.8 in 2024, and 2.0
percent in 2025, reaching pre-pandemic
real GDP per capita levels by 2025. Strong
exports support growth as the U.S. econ-
omy is projected to remain resilient. High
inflation, moderate labor market recov-
ery, high interest rates, and regulatory
uncertainty are expected to result in sub-
dued private consumption and invest-
ment. Inflation is projected to fall within
the target band in 2024.
The 2023 public budget envisions stabiliz-
ing the public debt-to-GDP ratio to around
50percent, supported by the tax administra-
tion reform, economic growth, and contin-
ued high oil prices. Public expenditure con-
tinues to be focused on investment projects
and social programs such as pensions and
social transfers.Astheformerarecompleted

and the debt service cost normalizes, the
fiscal deficit is expected to decrease to 3.2
percent of GDP by 2024.
Monetary poverty (U$S6.85 in 2017 PPP)
is projected to decline from 28.9 percent
in 2023 to 28.7 and 28.2 percent in 2024
and 2025, respectively. Households have
been struggling with high food and energy
prices, which in the absence of further
stimulus, could increase food insecurity. In
2022 Q4, 52.3 (34.0) percent of the rural (ur-
ban) population had labor incomes below
the cost of the basic food basket.
Risks are tilted to the downside. Persistent
inflation may further erode households'
purchasing power, increase poverty, and
keep interest rates high, affecting invest-
ment and consumption. Fiscal pressures
and the lack of revenue-increasing mea-
sures might reduce productivity-enhanc-
ing spending in areas such as education
and infrastructure. Supply chain disrup-
tions may affect the manufacturing sector.
Lower-than-expected economic growth or
tighter-than-anticipated monetary policy
in the U.S. could reduce exports, FDI, and
remittances. Regulatory uncertainty
around the energy sector may result in in-
ternational disputes and lower private in-
vestment. Nearshoring represents an up-
side opportunity for Mexico in the current
international environment.

TABLE 2 Mexico / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -8.0 4.7 3.1 1.5 1.8 2.0

Private Consumption -10.3 7.6 6.7 1.5 2.3 2.4
Government Consumption -0.3 -0.6 0.5 0.3 -0.2 -0.2
Gross Fixed Capital Investment -17.7 10.5 6.5 1.5 2.2 2.5
Exports, Goods and Services -7.3 7.1 7.9 6.2 6.0 5.6
Imports, Goods and Services -13.7 15.6 9.2 5.7 6.5 5.9

Real GDP growth, at constant factor prices -7.8 4.6 2.9 1.5 1.8 2.0
Agriculture 0.7 2.5 2.8 2.2 1.8 1.6
Industry -9.4 5.4 3.3 1.6 1.6 1.7
Services -7.4 4.3 2.8 1.4 1.9 2.1

Inflation (Consumer Price Index) 3.4 5.7 7.9 6.2 3.9 3.5

Current Account Balance (% of GDP) 2.1 -0.6 -0.9 -1.4 -1.5 -1.6
Net Foreign Direct Investment Inflow (% of GDP) -2.4 -2.6 -1.6 -1.8 -2.0 -2.1

Fiscal Balance (% of GDP) -3.9 -3.9 -4.4 -4.1 -3.2 -3.2
Revenues (% of GDP) 22.8 23.1 23.2 23.0 22.5 22.2
Debt (% of GDP) 51.6 50.8 49.5 49.3 50.0 50.4
Primary Balance (% of GDP) -1.0 -1.2 -1.6 -0.7 0.1 0.2

International poverty rate ($2.15 in 2017 PPP)a,b 3.1 2.6 2.4 2.3 2.3 2.2

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 9.9 8.7 7.9 7.9 7.8 7.6

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 32.5 30.8 29.3 28.9 28.7 28.2

GHG emissions growth (mtCO2e) -2.8 2.4 1.4 0.3 0.4 0.6
Energy related GHG emissions (% of total) 63.2 63.6 63.7 63.5 63.3 63.0

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 SEDLAC harmonization, using 2020-ENIGHNS. Actual data: 2020. Nowcast: 2021-2022. Forecasts are from 2023 to 2025.
b/ Projections using microsimulation methodology.

MPO Apr 23127



NICARAGUA
Table 1 2022
Population, million 6.9

GDP, current US$ billion 15.4

GDP per capita, current US$ 2220.7

International poverty rate ($2.15)a 3.9

Lower middle-income poverty rate ($3.65)a 14.4

Upper middle-income poverty rate ($6.85)a 42.1

Gini indexa 46.2

School enrollment, primary (% gross)b 112.1

Life expectancy at birth, yearsb 71.8

Total GHG emissions (mtCO2e) 39.7

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

Nicaragua’s economy expanded in 2022

supported by remittance-fueled private

consumption, external demand, and

higher prices of gold and agricultural

exports. While partially offset by strong

remittances, pandemic-associated nega-

tive welfare impacts lingered in 2022 as

employment and wages remained below

the pre-crisis levels. GDP growth is pro-

jected to moderate in the medium term

amid fiscal tightening and deceleration

in external demand and private invest-

ment, restraining poverty reduction ef-

forts over the medium term.

Key conditions and
challenges

Nicaragua’s economic expansion prior 2018
was underpinned by market-oriented re-
forms, sound macroeconomic management
(anchored in a crawling peg exchange rate
regime and prudent fiscal policy), and a
growing labor supply. Annual real GDP
growth averaged 3.9 percent from
2000-2017, led by remittance-fueled con-
sumption and foreign direct investment
(FDI). Poverty (US$3.65/day) fell from 29
to 12 percent between 2005 and 2017, dri-
ven by growth in rural areas. A small, open
economy that depends on agriculture and
light manufacturing, Nicaragua has not
been able to further boost per capita in-
comes and growth as low human capital,
large infrastructure gaps and the institu-
tional, business, and social challenges un-
dermine its long-term growth. Coupled
with high vulnerability to external shocks
and natural hazards, this makes Nicaragua
one of the poorest countries in the region,
despite opportunities.
The sociopolitical crisis of 2018, two major
hurricanes in 2020, and the COVID-19 pan-
demic led to a protracted contraction dur-
ing 2018-2020. Cumulative GDP losses
from these shocks amounted to 8.7 per-
cent, while poverty ratcheted up to 16 per-
cent by end-2020.
Large-scale public investment (supported
by government deposits), external finan-
cial assistance, and strong export de-
mand helped Nicaragua recover from the

impacts of these multiple shocks. Real
GDP rebounded by 10.3 percent in 2021,
surpassing pre-2018 levels. Public debt
increased steeply from 48.2 percent in
2019 to 65.8 percent in 2021. However,
welfare impacts from the pandemic lin-
gered as around 10 percent of formal
employees in 2019 transitioned to an in-
formal sector by end-2021. Lower em-
ployment and wages reduced family in-
comes of 28 percent of households.

Recent developments

Despite global headwinds and impacts
from hurricane Julia (2.5 percent of GDP),
annual real GDP is estimated to have ex-
panded 4 percent in 2022, driven by strong
remittance-fueled private consumption
and net exports. On the supply side, the
expansion was broad-based, driven by ser-
vices. Remittances expanded sharply (57.7
percent y-o-y) in 2022, reaching around
21.8 percent of GDP due to a spike in emi-
gration. Further, credit growth was robust
in 2022 as deposits surpassed the pre-crisis
level (in Cordobas). As a result, and de-
spite weak employment growth and high
inflation, poverty (US$3.65/day PPP) is es-
timated to have declined to 13.3 percent in
2022 from 14.2 percent in 2021.
Average annual inflation accelerated to
10.5 percent in 2022 – the highest in
the Central American region and more
than double the average inflation over
the past decade. Inflation was driven by
strong domestic consumption and high-
er import prices amid pandemic-related

FIGURE 1 Nicaragua / Real GDP growth, fiscal balance,
current account balance (CAB), and public debt
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FIGURE 2 Nicaragua / Actual and projected poverty rates
and real GDP per capita
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supply-chaindisruptionsandRussia’s inva-
sion of Ukraine. In response to inflationary
pressures,theCentralBankgraduallyraised
its reference repurchase agreement (repo)
ratefrom3.5to7percentthroughout2022.
Given the high debt, projected onerous re-
payment burden in 2023-27, as well as lim-
ited access to concessional financing, the
government has been tightening fiscal ac-
counts through the deceleration of public
consumption and gradual unwinding of
pandemic and reconstruction projects. An
estimated fiscal surplus of 0.6 percent of
GDP is expected in 2022 despite expanded
energy, fuel, and agricultural subsidies
(about 1.2 percent of GDP). Higher rev-
enues, particularly from income tax and
VAT on imports, and multilateral loans
(mainly from BCIE) financed spending.
The external position remained strong.
The current account deficit is expected to
narrow to 0.3 percent of GDP in 2022 as
a rising imports bill was offset by strong
merchandise exports, a gradual resump-
tion in tourism, and strong remittances.
FDI remained robust at 6.9 percent of
GDP in the third quarter of 2022, in part
destined for mining and energy projects,

while international reserves reached US$
4.5 billion in December 2022, comfortably
covering 3.6 times the monetary base and
7 months of non-maquila imports.

Outlook

Growth is projected to slow to 3 percent
in 2023 amid fiscal consolidation, slowing
external demand, and elevated inflation.
Over the medium-term, real GDP growth
is projected to rise modestly, driven by re-
mittance-fueled consumption. Growth
could be supported by trade and invest-
ment in the context of cooperation on Chi-
na’s Belt and Road Initiative and a free-
trade agreement with China. Inflation is
projected to fall gradually in the medium
term in line with fiscal and monetary tight-
ening and decelerating commodity prices.
Remittances growth deceleration amid
slower growth in remittance-sending
countries and fiscal consolidation could re-
strain further reduction in poverty ($3.65/
day 2017 PPP), which is expected to re-
main around 13.4 percent in 2023-24.

The current account deficit is projected to
widen slightly as the country’s terms of
trade weaken and imports grow in line
with the domestic demand, supported by
remittances. While FDI inflows could slow
amid the country’s complex political situ-
ation, they are expected to continue to fi-
nance the current account deficit.
Despite an anticipated fiscal consolidation,
the fiscal deficit is expected to remain
around 2.1 percent of GDP in 2023 amid
government subsidies, narrowing there-
after. Fiscal consolidation will be support-
ed by domestic revenue mobilization mea-
sures (streamlining VAT exemptions and
strengthening tax compliance), reduction
in current expenditures, and improving
the targeting of subsidies. Financing needs
will be met through domestic borrowing
and semi-concessional external borrowing,
which will increase the cost of debt. The
debt burden is expected to decline to 56.1
percent of GDP by 2025.
Risks to the forecast include: (i) deteriora-
tion of the political context; ii) deteriora-
tion in the terms of trade; iii) faster than ex-
pected slowdown in advanced economies,
and (iv) natural hazards.

TABLE 2 Nicaragua / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -1.8 10.3 4.0 3.0 3.4 3.5

Private Consumption -0.6 8.1 3.8 3.3 3.4 3.5
Government Consumption 1.8 4.4 2.3 1.0 1.1 1.1
Gross Fixed Capital Investment 10.4 33.9 5.0 3.8 4.1 4.7
Exports, Goods and Services -8.9 18.0 3.8 2.0 2.9 3.3
Imports, Goods and Services 0.4 18.5 3.7 2.6 3.0 3.1

Real GDP growth, at constant factor prices -1.8 10.3 4.0 3.0 3.4 3.5
Agriculture 0.1 6.9 2.1 2.0 2.3 2.4
Industry -1.4 17.7 2.9 2.7 2.8 2.9
Services -2.5 8.4 5.1 3.4 3.9 4.2

Inflation (Consumer Price Index) 3.7 4.9 10.5 7.2 5.1 4.7

Current Account Balance (% of GDP) 3.9 -2.9 -0.3 -1.5 -2.0 -1.8
Net Foreign Direct Investment Inflow (% of GDP) 5.6 8.6 7.9 7.0 6.5 6.6

Fiscal Balance (% of GDP)a -2.6 -1.5 0.6 -2.1 -1.7 -1.6
Revenues (% of GDP) 29.8 31.7 30.6 30.2 30.8 31.0

Debt (% of GDP)b 64.9 65.8 62.0 60.6 59.4 56.1

Primary Balance (% of GDP)a -1.3 -0.3 1.8 -0.9 -0.6 -0.6

International poverty rate ($2.15 in 2017 PPP)c,d 6.7 6.4 6.0 6.0 5.9 6.0

Lower middle-income poverty rate ($3.65 in 2017 PPP)c,d 15.0 14.2 13.3 13.4 13.4 13.0

Upper middle-income poverty rate ($6.85 in 2017 PPP)c,d 40.9 38.6 35.9 36.3 36.1 36.1

GHG emissions growth (mtCO2e) 0.2 1.8 1.3 1.4 1.5 1.6
Energy related GHG emissions (% of total) 13.1 13.4 13.1 12.9 12.8 12.8

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 and Primary Balance correspond to the non-financial public sector.
b/ Debt is total public debt.
c/ Calculations based on SEDLAC harmonization, using 2014-EMNV. Actual data: 2014. Nowcast: 2015-2022. Forecasts are from 2023 to 2025.
d/ Projections using microsimulation methodology.
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PANAMA
Table 1 2022
Population, million 4.4

GDP, current US$ billion 73.8

GDP per capita, current US$ 16731.6

International poverty rate ($2.15)a 1.1

Lower middle-income poverty rate ($3.65)a 4.3

Upper middle-income poverty rate ($6.85)a 12.9

Gini indexa 50.9

School enrollment, primary (% gross)b 103.0

Life expectancy at birth, yearsb 76.7

Total GHG emissions (mtCO2e) 23.2

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

The 2021 strong growth rebound contin-

ued in 2022 (10.5 percent), supported by

a recovery in wholesale and retail com-

merce, transport, storage and communi-

cations, and construction. However, gov-

ernment cash transfers remain critical to

contain poverty as employment and labor

earnings have not recovered to their pre-

pandemic levels. Subsidies and tax cuts

for fuel and food implemented in July

2022 in response to social unrest added

$300 million to expenditures in 2022,

while delays in pension reform pose risks

to the medium-term fiscal program.

Key conditions and
challenges

Panama’s economic strength mainly
comes from the services sector (led by
wholesale and retail and transport, stor-
age, and communications). Construction,
manufacturing, and mining also played
an important role, though since 2021 min-
ing outpaced manufacturing, as a copper
mine opened in 2019 and started produc-
ing close to its full capacity. The Panama
Canal has continued to support these sec-
tors. Over the past thirty years, the coun-
try excelled in job creation, leading to
an outstanding decrease in poverty (from
48.2 percent in 1991 to 12.1 percent in
2019 at $6.85 a day 2017 PPP). However,
mega investments that fueled Panama’s
growth have declined. As a result, unem-
ployment and informality increased be-
tween 2017 and 2019 and worsened dur-
ing Covid-19. Despite a partial recovery
in labor markets in 2021-2022, poverty re-
duction still depends on the government’s
emergency transfer program Nuevo Pana-
ma Solidario (NPPS).
Panama’s high growth performance has
been driven by capital and labor accu-
mulation, rather than total factor pro-
ductivity (TFP), which is key to attain
a sustainable growth path. The country
can promote its TFP by increasing the
quality and level of education, innov-
ative capacity of firms, inclusion, and
the effectiveness of public sector institu-
tions, among others.

Authorities have implemented important
reforms in Public Private Partnerships
(PPP) and procurement. However, Pana-
ma is still on the grey list of the Financial
Action Task Force (FATF) and the EU list
of Non-cooperative Jurisdictions for Tax
Transparency. Two reforms on the FATF
action plan remain to be completed: ensur-
ing that resident agents adequately veri-
fy and maintain current Beneficial Owner-
ship information and taking measures to
prevent the misuse of nominee sharehold-
ers and directors.

Recent developments

Panama’s strong rebound in 2021-2022 is
supported by investment, private con-
sumption, and services sector. During the
first three quarters of 2022, services grew
10.9 percent compared to the first three
quarters of 2021 and contributed 7.4 per-
centage points to real GDP growth, led by
wholesale and retail (with 3 pp contribu-
tion to growth), transport, storage, and
communications (2 pp). The industry grew
10.5 percent during the same period and
contributed 2.9 pp to growth, led by con-
struction (2 pp).
Inflation increased in 2022, led by high
transport and food prices, which affected
poor households the most, but was partial-
ly contained at 2.9 percent through subsi-
dies and tax cuts (Figure 1). Moreover, em-
ployment and labor earnings did not re-
cover enough to compensate for the phas-
ing out of NPPS. Thus, it is estimated that
poverty under US$6.85 a day (2017 PPP)

FIGURE 1 Panama / Total, food and transport inflation
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increased by 0.4 percentage points, reach-
ing 13.3 percent (Figure 2). The employ-
ment rate reached 62.3 percent and the
unemployment rate decreased to 9.9 per-
cent, but they are still behind 2019 levels
(66.5 and 7.1 percent, respectively). Infor-
mality rates remained high, at 48.2 per-
cent. Therefore, poverty levels are still
highly dependent on NPPS: without the
program, poverty would have reached 16
percent in 2022.
Strong growth in 2021 and 2022, gradual
fiscal consolidation, and low borrowing
costs led to a decline in the fiscal deficit
and public debt to 3.9 and 61 percent of
GDP in 2022, respectively. Revenues in-
creased due to higher royalties and tax rev-
enues from the mining sector and growing
canal receipts. Government expenditures
declined, despite the food and fuel subsi-
dies, as a result of a decrease in current and
capital expenditures.
The current account deficit increased from
2.2 percent of GDP in 2021 to 2.9 percent in
2022, driven by a decline in the merchan-
dise balance and the sharp deterioration in
terms of trade, although an increase in cop-
per exports partially offset this shock. At
the same time, FDI reached 4.1 percent of
GDP in 2022, however, still below its pre-
pandemic level of 5.6 percent in 2019.

Outlook

Due to the expected slowdown in global
economic growth, further tightening in the
US monetary policy and a decrease in the
prices of main commodity exports, growth
is projected to slow to 5.7 percent in 2023
and reach 5.9 percent by 2025, when exter-
nal conditions improve. Growth in the
medium term will be supported by new in-
vestments, private consumption, and trade.
Inflation is projected to increase in 2023
(3.3 percent) as fuel and food subsidies ex-
pire, before converging to 2 percent by
2025. As labor markets recover, and with
NPPS reducing its base of beneficiaries but
continuing to support vulnerable house-
holds, poverty rates should reach their
pre-pandemic levels by 2025. The careful
targeting of NPPS is key for both poverty
reduction and spending efficiency.
The current account deficit is expected to
widen to 3.5 percent of GDP in 2023 on
the back of higher import prices, despite
increased services exports, before stabiliz-
ing at 3.2 percent in the medium term as
food and oil prices decrease. It is expect-
ed to be fully covered by net FDI inflows,
forecast to reach 4.5 percent by 2025.

The fiscal deficit is expected to decline
further, through tax administration re-
forms, higher canal revenues, and con-
tained public sector wage bill and other
current spending. In the medium term,
Panama will likely require additional
structural fiscal reforms to meet the tar-
gets set by the Social and Fiscal Responsi-
bility Law (SFRL), including pension and
tax reforms. The public debt and fiscal
deficit are projected to decrease to 58.7
and 1.5 percent of GDP by 2025, respec-
tively. Public debt cost and risks are rela-
tively low: More than 80 percent of pub-
lic debt has fixed interest rates and its
average maturity is 13.7 years. Panama
has good access to capital markets as a
dollarized economy with a stable macro-
economic environment, investment grade,
and low sovereign bond spread.
Economic risks could arise from: (i) the de-
sign of a needed pension reform to curb
the increase in government transfers to
cover the actuarial deficit of the Defined
Benefit Subsystem; (ii) the timing for ex-
iting the list of FATF and the EU, which
could have adverse effects on investment
flows and capital market access; (iii) sus-
tained high food and commodity prices;
(iv) rising interest rates; (v) climate change
and natural disasters.

TABLE 2 Panama / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -17.9 15.3 10.5 5.7 5.8 5.9

Private Consumption -15.9 7.0 10.9 5.6 5.7 5.8
Government Consumption 16.2 9.8 6.3 4.0 1.2 1.8
Gross Fixed Capital Investment -49.3 29.6 20.1 9.1 8.5 8.5
Exports, Goods and Services -20.6 20.6 12.7 6.3 7.7 7.9
Imports, Goods and Services -34.0 25.2 12.5 7.5 7.9 8.2

Real GDP growth, at constant factor prices -17.9 15.8 10.5 5.7 5.8 5.9
Agriculture 3.4 2.9 2.9 2.5 2.0 2.0
Industry -31.4 36.0 5.4 3.7 3.9 4.1
Services -13.1 9.7 12.9 6.6 6.6 6.7

Inflation (Consumer Price Index) -1.6 1.6 2.9 3.3 2.5 2.0

Current Account Balance (% of GDP) 2.0 -2.2 -2.9 -3.5 -3.2 -3.2
Net Foreign Direct Investment Inflow (% of GDP) 1.2 2.6 4.1 4.3 4.4 4.5

Fiscal Balance (% of GDP) -10.2 -6.7 -3.9 -3.0 -2.0 -1.5
Revenues (% of GDP) 18.3 18.1 18.1 18.7 19.0 19.1
Debt (% of GDP) 68.5 63.7 61.7 60.6 59.6 58.7
Primary Balance (% of GDP) -7.6 -4.2 -2.2 -0.7 0.0 0.4

International poverty rate ($2.15 in 2017 PPP)a,b 1.3 1.1 1.3 1.2 1.1 1.0

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 4.7 4.3 4.5 4.1 4.0 4.0

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 14.1 12.9 13.3 12.7 12.3 12.0

GHG emissions growth (mtCO2e) -12.6 -0.1 4.8 3.3 1.5 2.6
Energy related GHG emissions (% of total) 46.4 44.2 46.3 47.4 47.3 47.7

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 SEDLAC harmonization, using 2019-EH. Actual data: 2019 and 2021. Nowcast: 2020 and 2022. Forecasts are from 2023 to 2025.
b/ Projections using microsimulation methodology.
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PARAGUAY
Table 1 2022
Population, million 6.7

GDP, current US$ billion 40.7

GDP per capita, current US$ 6038.1

International poverty rate ($2.15)a 0.7

Lower middle-income poverty rate ($3.65)a 4.1

Upper middle-income poverty rate ($6.85)a 20.8

Gini indexa 42.9

School enrollment, primary (% gross)b 89.7

Life expectancy at birth, yearsb 73.2

Total GHG emissions (mtCO2e) 97.5

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ WDI for School enrollment (2015); Life expectancy
(2020).

A severe drought depressed growth in

2022. This, combined with high inflation,

is estimated to have increased extreme

poverty. As weather conditions normal-

ize, the economy is expected to rebound

by 4.8 percent in 2023. The magnitude of

the recovery is smaller than previously

expected given muted fixed investment

growth. Improving management of nat-

ural assets, tackling institutional weak-

nesses, and closing the infrastructure gap

can help Paraguay achieve faster, more

sustainable growth.

Key conditions and
challenges

The last four years have been exceptional-
ly challenging for the Paraguayan econo-
my. In 2020, the COVID-19 pandemic hit
just as Paraguay was emerging from a
drought-induced recession. The economy
rebounded strongly in 2021 but a severe
drought dampened growth again in 2022.
Average annual growth thus slowed from
4.4 percent over 2003-2018 to 0.7 percent
over 2019-2022. Given this context, the
poverty rate, as measured by the interna-
tional poverty line of US$6.85 per person
per day, 2017 PPP, has stagnated at 19
percent in 2022.
High dependence on natural resources
makes Paraguay’s economy particularly
vulnerable to weather-related shocks and
climate change. While structural transfor-
mation has occurred, agriculture, live-
stock, agroindustry, electricity, and water
still account for a third of output and
three-quarters of all direct exports. This re-
source-intense growth model, coupled
with weak enforcement of forest protec-
tion laws, have led to high rates of defor-
estation, exacerbating the impact of cli-
mate shocks. These tend to hit poor com-
munities the hardest and have become an-
other cause of rising inequality.
Sustaining faster, more resilient, and inclu-
sive growth requires a more strategic ap-
proach to economic diversification. While
Paraguay has successfully lured large pri-
vate investments in resource-rich sectors,

attracting more private capital toward
non-agricultural manufacturing and ser-
vices sectors could create more climate-re-
silient jobs and reduce pressure on natural
assets. To do so, the government needs to
invest more in human capital and public
infrastructure while maintaining macro-
economic stability. Planned reforms to
make public spending more efficient are
important, but Paraguay also needs to
raise additional domestic revenue to fi-
nance its large investment needs.
Progress on such reforms could accelerate
once the new administration takes office
in August 2023.

Recent developments

Real GDP contracted by 0.6 percent year-
on-year (y-o-y) in the first nine months of
2022 as the drought-induced a slump in
agricultural activity. The economy began
to rebound in Q3 as weather conditions
normalized, but momentum waned. In De-
cember, the economic activity indicator
contracted by 4.5 percent on a quarter-on-
quarter, seasonally adjusted, and annual-
ized basis, or by 15.4 percent excluding
agriculture and hydropower. The business
conditions indicator contracted by 3.8 per-
cent y-o-y. Nonetheless, unemployment
fell to 5.7 percent y-o-y in Q4 2022 from
6.8 percent a year prior, the lowest level
since Q4 2019, although it remains a chal-
lenge for women in rural areas, who are
twice as likely to be unemployed or under-
employed compared to men. Informal em-
ployment remains high at 63.4 percent.

FIGURE 1 Paraguay / Fiscal and primary balance
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The merchandise trade deficit widened to
US$1.3 billion or 3.2 percent of GDP at
end-2022 from a surplus of 2.5 percent of
GDP at end-2021. This was primarily dri-
ven by 16.1 percent y-o-y nominal growth
in total imports, driven by higher fuel
prices. A bumper corn harvest and favor-
able agriculture prices ameliorated the im-
pact of the smaller soybean harvest, but to-
tal exports still declined 1.6 percent y-o-
y. The exchange rate vis-à-vis the US dol-
lar depreciated by 6.2 percent in nominal
terms in 2022. Reserves stood at US$9.3 bil-
lion in mid-February 2023, equivalent to 8
months of goods and services imports.
Inflation continued to ease from its peak of
11.8 percent y-o-y in April 2022 to 6.9 per-
cent in February 2023 as global food and
fuel prices moderated. However, inflation
remained well above the target range of
2-6 percent, reflecting still-high fuel prices
relative to before the war in Ukraine. Core
inflation also remained high at 7.2 percent
y-o-y. The Central Bank maintained the
policy rate at 8.5 percent for the fifth con-
secutive month in February.
The fiscal deficit is estimated to have met the
government target of 3 percent of GDP in
2022. Despite reductions in fuel excise and
value-added taxes for certain groups, total
revenues grew 0.9 percent y-o-y in real

terms. This was mainly driven by personal
and corporate income taxes, reflecting ro-
bust profits in 2022 and the effects of the
2019 tax reform. Real expenditures fell by
3.5 percent y-o-y, driven by lower material
expenses. Public debt is estimated to have
increased to 36.9 percent of GDP from 34.1
percent in 2021.
At 19 percent, poverty returned to pre-pan-
demic levels but the drought, high infla-
tion, and lower pandemic-related transfers
led extreme poverty to increase to 5.0 per-
cent in 2022 from 4.1 percent in 2021. In-
equality is estimated to have also increased
to 44.7 Gini points.

Outlook

Real GDP is forecast to grow by 4.8 percent
y-o-y in 2023. The soybean harvest is ex-
pected to normalize, boosting exports and
private consumption. Fixed investment
growth, however, is forecast to be more
muted than previously expected, reflecting
considerable monetary and fiscal tighten-
ing, and slower progress on large private
investments such as a pulp mill and a bio-
fuels plant. These projects are nonetheless
expected to advance significantly in

2024-2025 as they near their targeted op-
erational dates, keeping medium-term
growth robust. Poverty is expected to re-
main at 19 percent in 2023-2024, falling to
17.5 percent in 2025.
The current account is expected to return to
a small surplus in 2023 as growth in exports
outpaces that of imports. This is expected to
revert to a small deficit in 2024-2025 as im-
ports of machinery and capital goods in-
crease, in line with progress on the above-
mentioned investments.
Average inflation is projected at 5.3 percent
in 2023 and is expected to decline toward
the midpoint of the target range in
2024-2025, assuming continued easing in
global fuel and food prices.
Fiscal consolidation is expected to contin-
ue toward the legal target of 1.5 percent
of GDP in 2024. The government intends
to meet the target primarily by revert-
ing public investment as a share of GDP
back towards historical levels of 2 per-
cent, as well as by containing the growth
of personnel and material expenditure.
The debt ratio is expected to fall and sta-
bilize at around 35-36 percent.
A faster-than-expected pace of US mone-
tary tightening, lingering inflation, and a
weaker global economy are the key risks to
the medium-term outlook.

TABLE 2 Paraguay / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -0.8 4.0 -0.3 4.8 4.3 4.3

Private Consumption -3.6 6.1 2.2 3.0 3.8 3.8
Government Consumption 5.1 2.6 -3.7 2.6 -3.1 2.1
Gross Fixed Capital Investment 5.3 18.2 -0.1 0.7 6.8 7.0
Exports, Goods and Services -9.0 2.1 -4.5 8.8 6.5 6.5
Imports, Goods and Services -15.2 21.8 5.2 1.0 4.0 6.0

Real GDP growth, at constant factor prices -0.5 3.6 -0.1 4.8 4.3 4.3
Agriculture 7.4 -11.6 -13.0 20.0 6.0 6.0
Industry 0.7 5.0 1.0 2.2 3.0 3.0
Services -3.1 6.5 1.8 3.9 4.7 4.8

Inflation (Consumer Price Index) 1.8 4.8 9.8 5.3 4.0 4.0

Current Account Balance (% of GDP) 2.7 0.7 -6.1 0.1 -0.3 -0.7
Net Foreign Direct Investment Inflow (% of GDP) 0.3 0.3 0.8 1.0 1.3 1.3

Fiscal Balance (% of GDP) -6.1 -3.6 -3.0 -2.5 -1.5 -1.5
Revenues (% of GDP) 13.5 13.7 14.5 14.3 14.4 14.4
Debt (% of GDP) 34.5 34.1 36.9 36.4 35.9 35.1
Primary Balance (% of GDP) -5.1 -2.5 -1.8 -1.1 -0.1 -0.1

International poverty rate ($2.15 in 2017 PPP)a,b 0.8 0.7 1.2 1.4 1.5 1.2

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 5.2 4.1 5.0 5.4 5.4 4.7

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 22.3 20.8 19.0 19.1 19.0 17.5

GHG emissions growth (mtCO2e) 0.7 1.1 -0.8 0.8 1.8 1.8
Energy related GHG emissions (% of total) 8.5 9.5 9.7 9.7 10.0 10.4

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 SEDLAC harmonization, using 2021-EPH. Actual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.
b/ Projections using microsimulation methodology.
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PERU
Table 1 2022
Population, million 34.0

GDP, current US$ billion 246.1

GDP per capita, current US$ 7227.1

International poverty rate ($2.15)a 2.9

Lower middle-income poverty rate ($3.65)a 10.2

Upper middle-income poverty rate ($6.85)a 33.7

Gini indexa 40.2

School enrollment, primary (% gross)b 121.9

Life expectancy at birth, yearsb 73.7

Total GHG emissions (mtCO2e) 183.8

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Peru´s economy is expected to grow close

to the pre-pandemic pace in 2023-25,

supported by higher exports and a grad-

ual recovery of business confidence. How-

ever, a slow recovery in quality employ-

ment and uncertainty around the policy

agenda would limit the momentum of do-

mestic demand. Poverty is projected to re-

main above pre-pandemic levels, ham-

pered by lower employment quality.

Overcoming structural challenges related

to low-productivity jobs and low-quality

public services is critical to boosting long-

term growth and poverty reduction.

Key conditions and
challenges

The macroeconomic environment re-
mains stable with low public debt, am-
ple international reserves, and a cred-
ible central bank. The financial system
is well-capitalized and recent stress
testing indicates it is well-placed to
endure liquidity shocks. Yet, structur-
al conditions related to persistent in-
formality, limited economic diversifi-
cation, and weak state capacity lim-
its economic growth, also attenuating
the pace of poverty and inequality re-
duction. Efforts to reduce the size of
the informal sector, which employs a
sizable portion of the population in
low-productivity jobs, have been limit-
ed. Currently, 31.8 percent of the pop-
ulation live in households with in-
come below the poverty line (US$ 6.85
per capita per day), but informal jobs
and lack of adequate social protec-
tion leave another 37.7 percent vulner-
able and at risk of falling below such
line. Furthermore, inadequate govern-
ment services, particularly in educa-
tion, health, and water, hamper
progress in reducing poverty and in-
equality. Better quality of education
and health services, improved access
to economic opportunities and finan-
cial services, stronger governance, a
sound business environment, and po-
litical stability will be critical for high-
er and inclusive growth.

Recent developments

After a solid rebound from the devastating
effects of the Covid-19 pandemic, Peru en-
tered into a political crisis. GDP grew 2.7
percent in 2022, driven by private con-
sumption and exports. Consumption
growth was supported by government
transfers and withdrawals of savings from
private pension funds. Exports were boost-
ed by fewer sanitary restrictions and the
start of operations of the Quellaveco min-
ing project. Further expansion of output
was held back by social unrest that led
to a temporary halt in activities in some
mines. Although the overall employment
rate has recovered after the pandemic,
the formal labor market registered little
dynamism. Informal employment reached
76 percent; 3.3 percentage points higher
than in 2019. Higher informality and a
higher concentration of workers in micro
and small firms are negatively linked to
the quality of employment and salaries.
The fiscal deficit declined to 1.6 percent of
GDP in 2022, well below the 3.7 percent
fiscal rule ceiling for the year, driven by
a record tax collection of 17.2 percent of
GDP and a decline in current spending.
Higher corporate profits in the context of
elevated mineral prices favored tax collec-
tion. Current spending decline was due
to the expiration of Covid-19-related sup-
port measures. Public sector's gross debt
declined to 34 percent of GDP, among the
lowest in Latin America.
Inflation remained elevated, averaging 7.9
percent in 2022, mainly due to persistent

FIGURE 1 Peru / Real GDP growth, domestic demand and
private investment
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FIGURE 2 Peru / Actual and projected poverty rates and real
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external and domestic factors. High in-
ternational food and energy prices, short-
ages of inputs, and localized droughts
combined with temporary breakdowns of
distribution chains (due to social unrest)
to increase the costs of local goods and
services. The Central Bank pursued
strong monetary tightening, raising its
benchmark interest rate to 7.75 percent by
January 2023, the highest level in more
than two decades. It pushed the real rate
above its neutral level to moderate de-
mand and inflation expectations.
The poverty headcount in 2022 remained
about 3 percentage points higher than
pre-pandemic levels ($6.85 poverty line),
despite cash transfers (Bono Alimentario)
to mitigate its impact. Higher inflation
and a stagnant labor market affected also
the vulnerable and the middle class.
About 700 thousand Peruvians fell from
middle-income to vulnerable and a fur-
ther 700 thousand moved from vulnera-
ble to poverty.
The current account deficit stood at 4.3
percent of GDP in 2022, driven by outflows
associated with higher corporate profits.
Long-term capital inflows financed the
deficit and partially compensated for out-
flows of short-term capital. International
reserves fell but remained elevated, ending
the year at 29 percent of GDP. Although

the exchange rate exhibited some volatili-
ty, the local currency appreciated 5 percent
in the year.

Outlook

GDP growth is expected to slow to
around 2.4 percent in 2023, below the
pre-pandemic average, as political uncer-
tainty and stagnant real wages weigh on
domestic demand. This will be partially
compensated for by the surge in exports
arising from the full operation of the
Quellaveco mining project. Growth is ex-
pected to rebound in subsequent years,
assuming political tensions subside, busi-
ness prospects become more favorable,
and the implementation of major mining
projects resumes. Still, economic growth
would remain below three percent only
allowing for a slow recovery of labor in-
come, and a delayed recovery in female
employment and salaries. In this context,
poverty is projected to fall slowly to 31
percent in 2024 and would remain above
pre-pandemic levels through 2025.
The fiscal deficit is projected to remain be-
low two percent in 2023-25, complying
with fiscal rules. The public deficit is only
expected to widen this year, due to lower

regularizations of tax payments. In subse-
quent years, under a benign forecast for
metal prices, revenues would remain rela-
tively high, facilitating convergence to the
fiscal deficit target of 1 percent of GDP by
2026. Public debt is expected to remain low
and stable in the next few years.
The current account deficit will gradually
moderate in the coming years, mainly as-
sociated with an increasing surplus in the
trade balance. Higher exports in the con-
text of growing demand from main trad-
ing partners, especially China, and lower
shipping costs would be conducive to that
result. The deficit would continue to be fi-
nanced by long-term capital inflows.
Annual inflation is projected to decline in
2023, with a faster pace in the second half
of the year, and is expected to reach the up-
per limit of the target range (1-3 percent)
by end of 2023.
Peru faces significant domestic and ex-
ternal risks. Domestic risks include con-
tinued social unrest, which could under-
mine exports and private investment. A
slower-than-projected slow-down in infla-
tion would weigh on domestic demand.
External risks include a faster than pro-
jected slowdown in the global economy,
declining commodity prices, higher food,
and energy prices, and increased risks
from climate change.

TABLE 2 Peru / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -10.9 13.4 2.7 2.4 2.8 2.8

Private Consumption -9.9 12.4 2.9 2.4 2.4 2.5
Government Consumption 9.1 4.7 -1.5 3.6 4.1 3.2
Gross Fixed Capital Investment -16.0 33.0 3.2 -0.2 1.7 2.1
Exports, Goods and Services -16.4 19.2 5.2 5.0 4.0 4.0
Imports, Goods and Services -15.4 26.3 3.9 3.5 3.0 3.0

Real GDP growth, at constant factor prices -10.8 13.1 2.7 2.4 2.8 2.8
Agriculture 1.0 5.3 2.0 1.9 2.1 2.1
Industry -13.0 17.1 2.0 2.1 2.1 2.1
Services -10.7 11.6 3.2 2.6 3.3 3.3

Inflation (Consumer Price Index) 1.8 4.0 7.9 4.9 2.6 2.1

Current Account Balance (% of GDP) 1.2 -2.3 -4.3 -3.2 -2.6 -2.1
Net Foreign Direct Investment Inflow (% of GDP) -0.4 2.5 4.4 3.8 4.2 4.2

Fiscal Balance (% of GDP) -8.9 -2.5 -1.6 -1.9 -1.7 -1.4
Revenues (% of GDP) 17.8 21.0 22.2 21.7 21.6 21.5
Debt (% of GDP) 34.6 35.9 34.0 33.5 33.5 33.2
Primary Balance (% of GDP) -7.3 -1.0 0.2 -0.1 -0.3 -0.1

International poverty rate ($2.15 in 2017 PPP)a,b 5.9 2.9 2.9 3.2 3.2 3.1

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 17.5 10.2 9.8 10.1 9.9 9.6

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 43.0 33.7 31.8 31.6 31.0 30.6

GHG emissions growth (mtCO2e) -4.9 0.7 0.7 0.5 0.4 0.4
Energy related GHG emissions (% of total) 25.4 25.6 26.0 26.2 26.3 26.5

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 SEDLAC harmonization, using 2021-ENAHO. Actual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.
b/ Projections using microsimulation methodology.

MPO Apr 23135



SAINT LUCIA
Table 1 2022
Population, million 0.2

GDP, current US$ billion 2.1

GDP per capita, current US$ 11439.1

International poverty rate ($2.15)a 5.1

Lower middle-income poverty rate ($3.65)a 11.7

Upper middle-income poverty rate ($6.85)a 25.3

Gini indexa 51.2

School enrollment, primary (% gross)b 101.1

Life expectancy at birth, yearsb 73.4

Total GHG emissions (mtCO2e) 0.6

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2016), 2017 PPPs.
b/ Most recent WDI value (2020).

Saint Lucia’s economic growth accelerat-

ed further in 2022, due to a strong re-

bound in the tourism sector. However,

inflation also picked up due to higher

import prices, likely slowing gains in

poverty reduction and raising costs of

critical investment projects. Given its

high public debt and large financing

needs, the government will need to ac-

tively implement a fiscal consolidation

that turns fiscal policy more inclusive

and efficient while advancing on critical

growth-enhancing reforms.

Key conditions and
challenges

With a population of around 180,000,
Saint Lucia is a small open island econ-
omy, highly dependent on tourism. Fre-
quent natural disasters and the effects
of climate change cause significant socio-
economic losses. Prior to the pandemic,
economic growth had been volatile and
relatively low, averaging 1.5 percent be-
tween 2010-2019. About 1 in 4 Saint Lu-
cians were poor in 2019 (by international
poverty line; see Table 2). The pandemic
crisis and the subsequent surge in food
and fuel prices made the situation worse,
particularly for the poor and vulnerable
groups, which include female-headed
households with small children, the el-
derly, and people living in hazard-prone
communities. Though liquidity in the
banking sector remained sizable, the
buildup of non-performing loans and the
gaps in AML/CFT compliance caused con-
cerns and impeded credit intermediation.
The pegged exchange rate under the East-
ern Caribbean Currency Union helped
maintain low inflation before the pandem-
ic and anchored price stability for a small
open economy like Saint Lucia.
Pandemic-related spending, low revenues,
and investment projects to support growth
led to a rapid rise in public debt in 2020.
High debt burdens limit the government’s
capacity to provide public services and fi-
nance key development projects. The gov-
ernment has committed to implementing

several revenue enhancement measures,
but additional reforms should be explored
to reduce inefficiencies in the tax incentive
regime, especially in the tourism sector.
Given limited fiscal resources, it will be crit-
ical to prioritize and efficiently implement
key investment projects.

Recent developments

Economic growth accelerated in 2022 and
brought the economy close to its 2019 lev-
el, driven by a buoyant tourism sector.
Stayover tourism increased by 79 percent
from 2021 to 2022 but is still 16 percent
below the 2019 level. The agricultural sec-
tor recovered from the impacts of Hurri-
cane Elsa in 2021 but remained constrained
by the logistic fallout from banana exports.
The pick-up in private sector activities par-
tially offset the slowdown in public con-
struction. The official unemployment rate
fell from a record high of 24.1 percent in
2020 (Q3) and returned to pre-pandemic
levels of 16.0 and 17.5 percent in Q1 and
Q2 of 2022 respectively. Nevertheless, the
recovery has been uneven; data from the
LAC High-Frequency Phone Survey col-
lected at the end of 2021 showed that
women who lost their pre-pandemic job
found it harder than men to return to work
and that informality had increased.
The current account deficit continued de-
clining fast between 2020 and 2022, as re-
covery in tourism exports outpaced an in-
crease in demand for tourism-related im-
ports and higher costs of imports from the
global record-high inflation and continued

FIGURE 1 Saint Lucia / Key macroeconomic variables
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FIGURE 2 Saint Lucia / Actual and projected poverty rates
and real GDP per capita
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disruptions to the supply chains. Remit-
tances in 2022 are estimated to have
dropped from the peak level in 2020-2021
but remained more elevated than the pre-
pandemic level. Foreign direct investment
inflows are estimated to have exceeded
the 2019 level in 2022, owing to the in-
creased investment in tourism-related sec-
tors. Improved rollover of government
securities, new issuance, and financing
from multilateral and bilateral develop-
ment partners are expected to meet the
remaining financing needs. The total
amount of international reserves lowered
marginally in 2022 and remained suffi-
cient at 3.9 months of imports.
Inflation further accelerated to an estimat-
ed 6.7 percent in 2022, owing to the eco-
nomic recovery and increased import
prices. High inflation has put pressure on
living costs, especially for the most vulner-
able, with negative impacts on food secu-
rity. The Caribbean COVID-19 Food Secu-
rity & Livelihoods Impact Survey shows
a worsening in food insecurity indicators
from February 2022 to August 2022.
The primary balance is estimated to have
turned into a surplus in 2022, for the first
time since 2019. The improvement was
mainly driven by the recovery in tax rev-
enue from higher commodity prices and in-
creased economic activities. Spending re-
verted to the pre-pandemic level at around
26 percent of GDP the retroactive public
wage payment of EC$23 million (0.9 percent
of GDP), thanks to the high nominal GDP

growth, the rolling back of fiscal stimulus
measures, and a slowdown of public in-
frastructure projects. The estimated prima-
ry surplus and the significant increase in
nominal GDP lowered the public debt-to-
GDP ratio significantly in 2022 to an es-
timated 79.9 percent of GDP. Domestic
payables declined substantially and public
sector gross financing needs declined to
around 22 percent of GDP (down from 33
percent in 2020), which was financed by
the recovered market demand for Saint Lu-
cia sovereign securities and bilateral and
multilateral financing.

Outlook

Real output growth is projected to slow
down gradually over the medium term,
compounded by a slowdown in global
growth and the tightening in global fi-
nancial conditions, though the resump-
tion of the airport construction and the
commencement of several major hotel
construction projects will support
growth. Agriculture is also expected to
expand due to the government’s efforts
to diversify products, introduce technol-
ogy and provide training. Inflationary
pressures are expected to be eased over
the medium term.
The primary fiscal surplus is expected to
average 1.4 percent of GDP over the medi-
um term, as the government implements

tax enhancement measures and improves
tax administration while consolidating
public investment projects. The interest
payment is projected to decline but remain
above 3 percent of GDP over the medium
term. The overall deficit averaging 2 per-
cent of GDP will be financed by primarily
a combination of multilateral and bilateral
support, as well as the government’s new
issuance of bonds and bills. The govern-
ment’s fiscal consolidation plan, along
with the reforms in Public Finance Man-
agement and public procurement to
strengthen public resources management,
will anchor the market demand for Saint
Lucia’s securities. Public debt will contin-
ue to decline, but at a slower pace, as the
nominal GDP growth reverts to normal.
Risks are tilted to the downside and in-
clude delayed implementation of fiscal
consolidation measures; deeper-than-base-
line economic deceleration in the main
tourism source countries; tightening finan-
cial conditions; and natural disasters. The
materialization of downside risks would
hamper economic growth and poverty re-
duction, further constraining the govern-
ment’s ability to finance social programs
and needed investments in physical and
human capital accumulation. Lingering so-
cio-economic impacts from the pandemic,
compounded by recent increases in living
costs, pre-existing vulnerabilities, and
heightened uncertainties call for continued
efforts to improve safety nets and the eco-
nomic resilience of the population.

TABLE 2 Saint Lucia / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f

Real GDP growth, at constant market pricesa -24.4 12.2 15.4 3.6 3.4 2.5

Real GDP growth, at constant factor pricesa -24.4 12.2 15.1 3.6 3.4 2.5
Agriculture -13.1 -0.5 3.1 3.3 4.2 4.9
Industry -10.2 11.1 5.6 2.1 3.2 3.5
Services -26.4 12.7 16.9 3.8 3.4 2.3

Inflation (Consumer Price Index) -1.8 2.4 6.7 3.0 2.0 1.5
Current Account Balance (% of GDP) -15.3 -7.8 -4.6 -2.0 -0.7 1.4

Fiscal Balance (% of GDP)b -12.1 -6.8 -2.2 -1.8 -1.7 -1.6
Revenues (% of GDP) 22.4 24.3 24.4 24.5 23.9 23.3

Debt (% of GDP)b 95.3 90.6 79.9 77.3 76.4 76.1

Primary Balance (% of GDP)b -8.0 -3.0 1.0 1.4 1.4 1.5

International poverty rate ($2.15 in 2017 PPP)c,d 7.5 6.6 5.0 4.7 4.6 4.4

Lower middle-income poverty rate ($3.65 in 2017 PPP)c,d 15.3 13.3 11.6 11.0 10.1 10.0

Upper middle-income poverty rate ($6.85 in 2017 PPP)c,d 31.8 28.7 24.5 23.0 22.5 21.2

GHG emissions growth (mtCO2e) -28.5 12.8 7.3 4.9 1.0 1.0
Energy related GHG emissions (% of total) 77.0 75.6 74.5 73.8 73.5 73.1

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Growth projections for 2021-23 remain sensitive to uncertainties surrounding the timing of the vaccine roll-out and the recovery in tourism.
b/ Fiscal balances are reported in fiscal years (April 1st -March 31st).
c/ Calculations based on SEDLAC harmonization, using 2016-SLC-HBS. Actual data: 2016. Nowcast: 2017-2022. Forecasts are from 2023 to 2025.
d/ Projection using neutral distribution (2016) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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ST.VINCENTAND
THEGRENADINES
Table 1 2022
Population, million 0.1

GDP, current US$ billion 0.9

GDP per capita, current US$ 8557.1

School enrollment, primary (% gross)a 112.8

Life expectancy at birth, yearsa 72.1

Total GHG emissions (mtCO2e) 0.3

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

Growth resumed in 2022 following

COVID-19 and volcanic disruptions in

2020 and 2021. Tourism is performing

well. Still, poverty is expected to have

remained above its pre-pandemic level.

After several years of primary surpluses,

recent shocks have exerted pressure on

public finances. Ambitious public invest-

ment plans will pose fiscal challenges.

Natural disasters, and high food/fuel

prices pose additional risks. The risk of

debt distress remains high.

Key conditions and
challenges

St. Vincent and the Grenadines (SVG) is a
small island developing state particularly
vulnerable to climate change, external eco-
nomic shocks, and natural disasters. Prior
to the pandemic, SVG was upgrading es-
sential infrastructure to lay the foundation
for stronger growth and economic diversi-
fication, including the completion of a new
international airport, modernization of the
seaport, and construction of a new hospi-
tal. To ensure sustainability of these essen-
tial investments, fiscal consolidation had
commenced, and primary fiscal surpluses
had been achieved from 2016 through
2019. However, the COVID-19 shock and
the volcanic eruption disrupted this fiscal
reform agenda, and deficits and public
debt have increased. The challenge will be
to reduce fiscal deficits by winding down
exceptional COVID-19 and volcano recov-
ery spending, while directing limited fiscal
resources toward high priority public in-
vestment projects.
The volcanic eruption, which displaced
about 20 percent of the population, com-
pounded the impact of the COVID-19
shock. Heavy ashfall, critical utility inter-
ruptions, increased food insecurity, and
subsequent flooding and mudslides point
to a significant impact on poverty and wel-
fare measures, though difficult to quantify
in the absence of recent data. Based on the
latest available data from 2008, 30.2 per-
cent of the population was poor, using the

national poverty line of EC$5,523 or
US$2,046 per annum per adult.

Recent developments

Tourism is rebounding after the pandemic-
induced fall and is nearing 2019 levels.
With the volcanic eruption now in the
rearview mirror, the pandemic becoming
somewhat normalized, and tourism re-
bounding, growth is returning, and 2022
growth is expected to have reached 5.0
percent following 1.3 percent growth in
2021. Nonetheless, the impact of the vol-
canic eruption lingers as livelihoods and
the economy were completely disrupted
by the April 2021 eruption, when 22,800
people were evacuated from their homes,
farms, and businesses.
The overall fiscal deficit widened to 8.2
percent of GDP in 2022, largely in response
to the fiscal demands imposed by the vol-
canic eruption and ongoing exceptional
COVID-19-related expenditures. Direct fis-
cal spending measures in response to the
volcano totaled 5.5 percent of GDP. Fur-
thermore, the government has taken sever-
al measures to cushion the impact of rising
food and fuel prices, including the expan-
sion of existing social programs, subsidies
on electricity, the provision of social safe-
ty net payments to food-vulnerable house-
holds, and agricultural incentives. Total
support exceeds US$20 million (2.5 percent
of GDP). This posed challenges in a context
where the government is implementing
critical large investment projects, such as
the port modernization project. Fiscal rule

FIGURE 1 St. Vincent and the Grenadines / Overall and
primary fiscal balances
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FIGURE 2 St. Vincent and the Grenadines / Public debt

0

10

20

30

40

50

60

70

80

90

100

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Public Debt

Public External Debt

Percent of GDP

Sources: SVG Ministry of Finance and World Bank staff estimates.

MPO Apr 23138



targets have been suspended given the dis-
ruptions caused by the COVID-19 pan-
demic and the volcanic eruption.
The current account deficit widened to
26.5 percent of GDP in 2022, from 22.1
percent in 2021, due to higher imports
arising from volcano recovery efforts and
port modernization, higher food and fuel
import costs, and a drop in exports fol-
lowing the volcanic eruption. The CAD
is financed largely by FDI, private flows
(remittances), and borrowing. Internation-
al reserves are sufficient at over 5 months
of import coverage.
Public debt was 87.8 percent of GDP at
end-2022, of which external debt is 68.9
percent. As a result, SVG remains at a high
risk of debt distress. Debt is currently as-
sessed as sustainable given the authorities’
fiscal consolidation plans, which would
ensure that the public debt to GDP ratio
would fall to under 60 percent of GDP by
2035, the Eastern Caribbean Currency
Union’s regional goal. Government gross
financing needs are covered primarily by
official external financing and by some re-
course to domestic financing through T-
Bill and bond issuances.

Outlook

Growth is expected to continue strong at
6.0 percent in 2023 as tourism continues to
rebound and approaches pre-COVID lev-
els. Poverty is expected to follow a similar
trajectory. Tourism growth over the medi-
um term is expected to be further facili-
tated by the new airport and new hotel
and resort facilities. Inflation is expected to
reach 4.6 percent in 2023, after reaching 5.8
in 2022 fueled by food and fuel prices. It
is expected to moderate to near 2.0 percent
by 2024 and thereafter, as food and fuel
prices normalize and domestic agricultural
production resumes post-volcano.
Authorities have taken concrete steps to re-
build fiscal buffers and to ensure public
debt returns to a downward trajectory. The
contingency fund continues to be replen-
ished monthly following its usage in re-
sponse to the volcano, as does their sinking
fund. Fiscal consolidation measures in-
clude: prioritizing public investment by fo-
cusing on port modernization and the new
hospital, while scaling back other projects;

increasing the customs service charge; en-
hancing taxpayer compliance; limiting
import duty and VAT exemptions; and
strengthening SOE governance. The fiscal
deficit is forecast to fall to 6.1 percent of
GDP in 2023, though increase to 8.7 per-
cent in 2024 as port and hospital con-
struction peak. A meaningful primary
surplus is expected by 2026 as the large
public investment pipeline declines.
Nonetheless, limiting the deficit, given
the uncertain global economic environ-
ment, will require careful management of
the ambitious public investment program,
further fiscal consolidation, and contin-
ued revenue mobilization measures. As
the economy stabilizes and returns to a
more traditional growth path, fiscal rule
targets will need to be adjusted and the
FRF fully operationalized. Primary fiscal
surpluses beginning in 2026 should facili-
tate a reduction in public debt levels over
the medium term.
Forecasts are subject to considerable
downside risks given rising food and fuel
prices, the economic impact of global geo-
political developments, and the ever-pre-
sent risk of natural disasters.

TABLE 2 St. Vincent and the Grenadines / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f

Real GDP growth, at constant market pricesa -5.3 1.3 5.0 6.0 4.8 3.5

Real GDP growth, at constant factor pricesa -5.9 -0.1 5.0 6.0 4.8 3.5
Agriculture 1.6 -17.7 5.6 8.0 -1.9 0.4
Industry -7.8 5.7 6.3 6.5 1.2 1.2
Services -6.1 0.4 4.7 5.7 6.0 4.2

Inflation (Consumer Price Index) -0.6 1.6 5.8 4.6 2.0 2.0
Current Account Balance (% of GDP) -15.6 -22.1 -26.5 -27.6 -19.8 -13.8

Fiscal Balance (% of GDP)b -3.3 -1.8 -8.2 -6.1 -8.7 -2.4
Revenues (% of GDP) 32.0 34.2 33.6 33.3 32.7 34.1

Debt (% of GDP)b 80.9 86.9 87.8 88.0 89.2 87.8

Primary Balance (% of GDP)b -1.1 0.3 -5.7 -3.4 -6.0 0.3

GHG emissions growth (mtCO2e) -8.2 6.6 2.0 2.0 1.9 1.9
Energy related GHG emissions (% of total) 73.9 74.6 75.0 75.4 75.8 76.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Growth projections for 2021-23 remain sensitive to uncertainties surrounding the timing of the vaccine roll-out and the recovery in tourism.
b/ Budget balances and public debt are for the central government.
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SURINAME
Table 1 2022
Population, million 0.6

GDP, current US$ billion 3.6

GDP per capita, current US$ 5836.8

School enrollment, primary (% gross)a 100.7

Life expectancy at birth, yearsa 72.6

Total GHG emissions (mtCO2e) 14.0

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

Suriname’s economy started to recover

in 2022 after two years of contraction.

Significant challenges remain as the

government tackles severe macroeconom-

ic imbalances that built up due to

volatility in commodity revenue and pri-

or economic mismanagement in fiscal

and monetary policy. Successful imple-

mentation of the macroeconomic stabi-

lization program is critical to contain

currency depreciation and soaring infla-

tion, which is aggravating poverty and

food insecurity. Poverty remains elevated

and could be alleviated by improved deliv-

ery and targeting of social assistance.

Key conditions and
challenges

Suriname is a small, natural-resource-
rich, upper-middle-income country. Gold
currently represents more than 75 percent
of total exports and the overall mining
sector accounts for about half of the pub-
lic sector revenue. The government redis-
tributes revenues from the extractive in-
dustries through significant public sector
employment, price subsidies, and target-
ed income support to people with disabil-
ities, the elderly, vulnerable households,
and those with children.
Suriname built up severe macroeconomic
imbalances due to volatility in commodity
revenue and past economic mismanage-
ment, which were exacerbated by the pan-
demic. The current government adopted
a comprehensive program of policy mea-
sures to address debt sustainability, im-
prove monetary and exchange rate policy,
and promote financial sector stability and
good governance in mid-2020. However,
stabilizing inflation, exchange rates, and
public debt remain key challenges.
Economic challenges confronting the
country since early 2020, including extra-
ordinarily high inflation, have weakened
households’ economic situation. Although
up-to-date poverty estimates are not avail-
able for Suriname, there is ample evidence
(based on less-recent data sources) of re-
gional and ethnic disparities; poverty rates
are structurally higher in the interior of the
country and among Surinamese of Maroon

or mixed ethnicity. They are also higher
for women and those with low levels
of education. Simulations suggest that
these same groups were most heavily
affected by the macroeconomic chal-
lenges described above.
Restoring debt sustainability under an
IMF-supported Extended Fund Facility
(EFF) will require debt relief from Suri-
name’s private and bilateral creditors.
The EFF program targets are currently
under revision, owing to unanticipated
policy changes in response to global com-
modity price shocks following Russia’s
invasion of Ukraine.
Newly found offshore oil may significantly
increase Suriname’s fiscal space in the
coming years. However, unlocking sus-
tainable and inclusive economic growth
will require resolving governance and in-
stitutional challenges, which hamper re-
forms in many sectors. It will also require
improving education outcomes, address-
ing the migration of skilled workers over-
seas, and responding to increasing expo-
sure to extreme weather events.

Recent developments

Suriname’s economy started to recover in
2022, with a real GDP growth estimated
at 1.9 percent after 2 years of contraction
following the Covid-19 outbreak. The ex-
pansion was largely driven by the services
sector. Agricultural output is estimated to
have recovered slightly by 1 percent in
2022 after several years of declining output
as production of paddy rice and forestry

FIGURE 1 Suriname / Exchange rate and current account
balance
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FIGURE 2 Suriname / CPI inflation and contributions to
inflation
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increased. The mining and manufacturing
sectors continued to contract, largely due
to the drop in gold production.
Despite positive GDP growth, it is reason-
able to assume that labor market indicators
have not returned to pre-pandemic levels.
Phone survey data collected in July 2022
indicate that unemployment rates re-
mained elevated especially for those
groups that already were more likely to be
poor, and that informal employment was
more prevalent than before the pandemic.
The exchange rate depreciated sharply in
the second half of 2022, contributing to
higher import prices and a smaller trade
surplus. The exchange rate against the USD,
which had been reasonably stable at around
21.5 up to June 2022, weakened significantly
to 31.9 by December 2022. The increase in
the price of imports, including oil imports,
reduced the current account surplus to an
estimated 1.9 percent of GDP in 2022, down
from 5.3 percent in 2021. The elevated price
of gold over the past few years has kept the
value of gold exports at more than 75 per-
cent of total exports.
In line with the currency depreciation, in-
flation remained high at 52.4 percent in
2022, putting further pressure on food se-
curity. In July 2022, 25.3 percent of all
households indicated that they had run
out of food due to a lack of resources (up
from 13.7 percent pre-pandemic). The in-
crease was markedly higher for house-
holds with a less-educated head and in the
interior of the country. Recent price in-
creases were particularly high in food,
housing, and utilities, further exacerbating
an already challenging situation.
The government’s fiscal position improved
in2022asrevenuesincreased,owingtohigh-
er incomes from mining and non-mineral

sectors. The increased royalty rate for the
gold sector and the exchange rate depreci-
ation contributed to the increase in mining
income. Value-added tax (VAT) was intro-
duced in January 2023 at a rate of 10 percent.
However, the primary surplus fell behind
the target in 2022 due to increased public
spending, notably on subsidies. The gov-
ernment introduced fuel subsidies in 2022,
accounting for approximately 1.5 percent
of GDP, to keep prices affordable follow-
ing the spike in energy prices. The govern-
ment also announced plans to phase out
the subsidies in 2023 which, along with al-
legations of high-level corruption, led to
mass protests in February.
Public debt remained stable, estimated at
118.4 percent of GDP in 2022. The authori-
ties have been actively negotiating with of-
ficial and private creditors to reach agree-
ments on the restructuring of external debt
to restore debt sustainability and strength-
en their fiscal position. Agreements have
been achieved with India and the Paris
Club, while negotiations are ongoing with
China and private creditors.

Outlook

The near-term outlook for Suriname crit-
ically depends on the successful imple-
mentation of the macroeconomic stabi-
lization program. Building on the mod-
erate economic recovery of 2022, a grad-
ual resumption of economic growth is ex-
pected at nearly 3 percent per year in the
medium term. The country’s fiscal posi-
tion is also expected to improve as the
government remains committed to fiscal
reforms and debt restructuring.

The modest economic recovery, however,
is not enough for the labor market to re-
turn to pre-pandemic levels, therefore not
fully offsetting the significant challenges
faced by many households. Inflation is also
expected to remain elevated, with negative
implications for poverty, as such, the risk
of continued public discontent and
protests remains.
Fiscal adjustments in the context of the
macroeconomic stabilization program will
continue to define the government’s space
to operate and alleviate the challenges expe-
rienced by the poorest Surinamese. Efforts
to wind down energy subsidies may have
important implications for poor and vulner-
able households. Plans to offset these im-
pacts through a “subject subsidy” have been
delayed, which means that measures to im-
prove the delivery and effectiveness of so-
cial assistance remain a priority.
The longer-term growth and fiscal outlook
may be more positive following the dis-
coveries of several offshore oil deposits in
2020. A Final Investment Decision (FID) by
one of the major oil companies is expect-
ed in mid-2023 at which point there will
be more certainty about a possible revenue
flow from offshore oil production.
However, increased reliance on the oil
sector further raises Suriname’s vulnera-
bility to commodity price shocks and has
environmental consequences. Suriname
also faces well-known risks associated
with resource-dependent economies, such
as a lack of diversification and an erosion
of institutions. Measures to strengthen
governance institutions and enhance hu-
man capital will therefore be critical to
alleviate these risks and create a founda-
tion for efficient and equitable manage-
ment of oil revenues.

TABLE 2 Suriname / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -16.0 -2.7 1.9 2.4 3.2 3.1

Real GDP growth, at constant factor prices -16.0 -2.7 1.9 2.4 3.2 3.1
Agriculture -10.3 -7.5 1.0 -0.3 3.0 3.0
Industry -17.5 -10.9 -0.9 1.5 0.9 1.2
Services -16.0 1.7 3.2 3.1 4.1 3.9

Inflation (Consumer Price Index) 34.8 59.1 52.4 29.7 17.1 12.9

Current Account Balance (% of GDP) 8.9 5.3 1.9 -0.4 -0.9 -1.2
Net Foreign Direct Investment Inflow (% of GDP) 0.0 -5.6 0.7 3.4 3.1 3.0

Fiscal Balance (% of GDP)a -13.3 -7.0 -3.7 -1.1 0.2 0.2

Debt (% of GDP)a 146.3 119.9 118.4 112.9 108.3 102.5

Primary Balance (% of GDP)a -9.6 -1.3 1.0 2.1 3.2 3.0

GHG emissions growth (mtCO2e) 0.6 0.2 0.6 1.5 0.7 1.7
Energy related GHG emissions (% of total) 19.8 20.0 20.0 21.0 21.4 22.5

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Budget balances and public debt are for the central government.
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URUGUAY
Table 1 2022
Population, million 3.4

GDP, current US$ billion 71.4

GDP per capita, current US$ 20854.3

International poverty rate ($2.15)a 0.1

Lower middle-income poverty rate ($3.65)a 0.8

Upper middle-income poverty rate ($6.85)a 6.7

Gini indexa 40.8

School enrollment, primary (% gross)b 104.2

Life expectancy at birth, yearsb 78.4

Total GHG emissions (mtCO2e) 34.7

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ Most recent WDI value (2020).

GDP growth is projected to decelerate in

2023 despite a strong tourism season, as

the solid post-pandemic recovery phase

comes to an end and a sizeable drought

affects primary production and related ac-

tivities. Tight monetary policy mitigated

the inflation spike in 2022 and – comple-

mented by continued fiscal consolidation

- is expected to gradually bring inflation

down to the target range. Unequal recov-

ery of employment for low-skilled workers

and the impact of inflation on real wages

explain recent limited poverty reduction.

Key conditions and
challenges

Uruguay’s economy has expanded each
year for the last two decades, except for
the COVID-19-induced recession in 2020.
The pandemic response was effective and
fiscally prudent, building on the country’s
wide social safety net and an early and
widespread vaccination roll-out. A stable
democracy with a relatively large middle
class, the country has the highest income
per capita and the lowest country spreads
in the region.
As GDP surpasses its pre-pandemic levels
and fiscal accounts improve, Uruguay is
turning its attention to structural bottle-
necks that had attenuated economic
growth in the pre-pandemic years. Some of
the underlying challenges include disap-
pointing education outcomes, insufficient
integration into the global economy, struc-
turally high inflation, and a weak compe-
tition framework. In addition, Uruguay’s
financial system is small and dominated
by a highly-dollarized banking sector. Ad-
dressing these challenges will be key to
reigniting an inclusive development
process that tackles regional inequalities
and relatively high levels of poverty
among children and Afro-descendants.
An ongoing sizeable drought is a reminder
of the country’s vulnerability to climate
shocks. Uruguay is a vocal promoter of fi-
nancial incentives for climate action in in-
ternational fora. Last October, Uruguay
put its ideas to the test with a successful

US$1.5bn market issuance of innovative
sustainability-linked bonds, which reward
the overachievement of specific Nationally
Determined Contribution (NDC) targets
with interest-rate buy-downs.

Recent developments

GDP continued to expand in the first
three quarters of 2022, underpinned by
the opening of borders to tourism, favor-
able export prices, and a strong agricul-
tural harvest. Agriculture’s strong perfor-
mance was mirrored in exports, which in-
creased 19 percent in real terms in the
first nine months of 2022. Private and
public investments related to a US$3bn
paper mill project played an important
role in the 12.8 percent increase in gross
fixed capital formation in the same peri-
od. Private consumption continued to re-
cover from pandemic lows.
The price of Uruguay's imports rose more
steeply than that of its exports following
Russia’s invasion of Ukraine, for a slight
fall in the terms of trade. In this context,
imports outpaced exports measured in US
Dollars, despite strong sales of soybeans
and beef. At around US$15.4 billion as of
January 2023, gross reserves cover roughly
the equivalent of 10 months of imports.
Inflation averaged 9.1 percent in 2022, up
from 7.8 percent in 2021, driven by food
and fuel prices. The Central Bank (BCU)
hiked its benchmark rate to 11.5 percent in
December 2022 for a 700 basis points cu-
mulative increase since August 2021, con-
tributing to a strong Uruguayan peso,

FIGURE 1 Uruguay / Inflation and the inflation target range

2

3

4

5

6

7

8

9

10

11

12

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Annual inflation (percent)

Target
range

Source: Central Bank of Uruguay.

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

0

100000

200000

300000

400000

500000

600000

0

5

10

15

20

25

2006 2008 2010 2012 2014 2016 2018 2020 2022 2024
International poverty rate Lower middle-income pov. rate

Upper middle-income pov. rate Real GDP pc

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

Source: World Bank. Notes: see Table 2.

MPO Apr 23142



which appreciated 10.3 percent with re-
spect to the USD in 2022.
To mitigate the impact of inflation, the
government frontloaded wage increases
for public employees and pensions, limited
the pass-through of international oil price
spikes, and increased VAT exemptions for
recipients of main social programs. The re-
sult was an average real wage increase of
1 percent (yoy) even though employment
rates and real wages among low-skilled
workers are still below pre-pandemic lev-
els (41.8 percent in 2021, compared to 50.5
percent in 2019), largely due to the re-
bound being driven by non-labor-inten-
sive sectors. This helps explain the limited
poverty reduction (which remained at 6.7
percent in 2021 measured by the interna-
tional upper-middle income line) and a
slight increase in inequality.
Despite support measures, fiscal accounts
improved in 2022, largely due to an un-
winding of COVID-19-related programs
and cyclical revenues. The deficit of the
non-monetary public sector fell from 5.4
percent of GDP in 2020 to 3.2 percent in
2021 and 2.8 percent in 2022. Despite the
gradual phase-out, expenditures directly
related to COVID-19 still amounted to 0.5
percentage points of GDP.

Outlook

After an estimated 5 percent increase in
2022, GDP growth is forecast to fall to 1.8
percent this year, dampened by the
drought, tight monetary policy, and contin-
ued fiscal consolidation. Growth is project-
ed to recover in 2024 and converge closer to
potential GDP by 2025. In this context, the
poverty rate and the proportion of the pop-
ulation considered middle-class are expect-
ed to change only slightly from their current
levels (6.7 and 65.8 percent respectively).
Despite the drought, export growth is ex-
pected to remain positive in 2023, due to
service exports, tourism, and the produc-
tion of the new pulp plant. Imports will
moderate given lower domestic demand.
Terms of trade are expected to improve, as
the fall in oil prices outpaces agricultur-
al commodity prices. Trade balance trends
are projected to dominate the deficit in pri-
mary income, for a gradual reduction in
the current account deficit, which is ex-
pected to be financed by foreign direct in-
vestment in the forecast horizon.
The BCU is expected to maintain its com-
mitment to bring inflation down. In a

context of high inflationary inertia, infla-
tion would converge only gradually to
the 3-6 percent target range by 2025. The
Uruguayan peso is expected to remain
strong in the baseline scenario, under-
pinned by high terms of trade and tight
monetary policy.
Despite a planned tax reform to reduce the
personal and corporate income taxes, fiscal
accounts are projected to improve in 2023
and beyond, mainly through the continued
phase-out of COVID-19-related expendi-
tures, a decline in capital expenditures,
and as the incomplete pass-through from
the oil price spike normalizes. Public debt
is expected to decline from 57.6 percent in
2022 to 55.1 percent of GDP in 2025. Pen-
sion reform to improve the system’s long-
term sustainability is currently being dis-
cussed in Congress.
The outlook is subject to downside risks,
including a stronger-than-expected decel-
eration of global economic growth, a
faster-than-expected tightening of global
interest rates, and more pervasive impacts
of the current drought. In addition, persis-
tent inflation in the face of high domestic
interest rates could perpetuate a strong re-
al exchange rate beyond its fundamentals
and challenge Uruguay’s competitiveness.

TABLE 2 Uruguay / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -6.1 4.4 5.0 1.8 2.8 2.4

Private Consumption -6.9 2.3 5.5 2.0 2.5 2.2
Government Consumption -7.3 8.0 0.7 -0.4 0.1 0.1
Gross Fixed Capital Investment 1.6 15.2 8.8 0.5 0.4 6.1
Exports, Goods and Services -16.0 14.4 14.1 3.0 5.6 1.0
Imports, Goods and Services -12.0 20.9 12.0 1.5 2.4 1.5

Real GDP growth, at constant factor prices -6.3 4.3 5.0 1.8 2.8 2.5
Agriculture -5.4 5.0 -2.8 -8.6 9.5 3.0
Industry -6.1 6.7 3.1 1.5 2.0 2.0
Services -6.4 3.9 6.0 2.7 2.4 2.5

Inflation (Consumer Price Index) 9.8 7.7 9.1 6.9 6.0 5.8

Current Account Balance (% of GDP) -0.9 -2.7 -2.5 -1.4 -0.2 -0.3
Net Foreign Direct Investment Inflow (% of GDP) 1.9 3.0 1.7 1.3 1.3 1.3

Fiscal Balance (% of GDP)a -5.4 -3.2 -2.8 -2.6 -2.4 -2.4
Revenues (% of GDP) 29.7 29.9 29.1 28.9 28.8 28.7
Debt (% of GDP) 67.7 63.9 57.6 56.5 55.6 55.1

Primary Balance (% of GDP)a -2.7 -1.0 -0.7 -0.2 0.1 0.3

International poverty rate ($2.15 in 2017 PPP)b,c 0.2 0.1 0.2 0.2 0.2 0.2

Lower middle-income poverty rate ($3.65 in 2017 PPP)b,c 0.9 0.8 0.8 0.8 0.8 0.8

Upper middle-income poverty rate ($6.85 in 2017 PPP)b,c 7.2 6.7 6.1 6.3 6.2 6.1

GHG emissions growth (mtCO2e) -2.2 1.6 1.8 0.1 0.2 0.3
Energy related GHG emissions (% of total) 18.0 18.4 18.8 18.5 18.3 18.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Non-Financial Public Sector. Excluding revenues associated with the "cincuentones".
b/ Calculations based on SEDLAC harmonization, using 2021-ECH-S2. Actual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.
c/ Projections using microsimulation methodology.
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ALGERIA
Table 1 2022
Population, million 44.9

GDP, current US$ billion 191.9

GDP per capita, current US$ 4274.1

National poverty ratea 5.5

International poverty rate ($2.15)a 0.5

Lower middle-income poverty rate ($3.65)a 4.0

Gini indexa 27.6

School enrollment, primary (% gross)b 111.3

Life expectancy at birth, yearsb 74.5

Total GHG emissions (mtCO2e) 284.0

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2011).
b/ Most recent WDI value (2020).

Algeria’s economy continued rebounding

from the 2020 recession triggered by

COVID-19. The country’s external and

fiscal balances improved markedly in 2022,

as hydrocarbon production and exports

picked up steam before this trend reversed

in late 2022. The fiscal windfall financed an

increase in public spending and some

build-up of international reserves. The im-

plementation of reforms supportive of pri-

vate sector expansion and the improvement

of the macroeconomic policy framework

will be key to achieve economic diversifica-

tion and sustainable growth.

Key conditions and
challenges

Europe’s shift away from Russian energy
supply is generating opportunities for in-
vestment in the Algerian oil and gas sector,
just as the 2019 Hydrocarbon Law aimed
to reinforce the sector’s attractiveness to
foreign investment. However, more pri-
vate investment outside the hydrocarbon
sector is needed to foster faster, inclusive,
and sustainable growth.
The Algerian economy remains dominat-
ed by the oil and gas sector, which ac-
counted for 19 percent of GDP, 93 per-
cent of merchandise exports, and 38 per-
cent of budget revenues between 2016
and 2021. Over the past 15 years, howev-
er, declining investments contributed to
stagnating oil and natural gas produc-
tion, while rising domestic consumption
has led to a steep fall in exports.
As a result, large twin deficits have erod-
ed the country’s reserves and strained
the domestic banking sector. Since 2016
the current account and overall budget
deficits have averaged 11 percent and
10 percent of GDP, respectively, leading
to a marked decline in international re-
serves, currency depreciation, import re-
duction policies, as well as debt mone-
tization. Real public spending stagnated,
and GDP growth slowed down to 1.1
percent in 2017-2019, causing GDP per
capita (in PPP terms) to decline to its
2014 levels. Nonetheless, non-monetary
poverty dropped between 2013 and 2019,

amid improvements in education, health,
and living standards, while inflation fell
to reach 2.2 percent in 2019-2020.
In 2021, a strong recovery in hydrocarbon
output helped the economy rebound from
the COVID-19-induced recession but in-
flation picked up, fueled by domestic and
international factors.
The September 2021 Government Action
Plan (GAP) makes the transition to a
private sector-led growth and job cre-
ation model a developmental priority and
aims to strengthen the macroeconomic
framework through spending rationaliza-
tion and import substitution. Since the
GAP’s publication, authorities imple-
mented policies to encourage foreign
and domestic investment, including the
adoption of the Investment Law. Con-
tinued reform implementation, notably
to improve the business environment,
will be key to foster growth in the non-
hydrocarbon private sector.

Recent developments

GDP growth moderated over the first 9
months of 2022 (+2.9 percent y-o-y),
dragged by the decline in crude oil and
natural gas production from their post-
COVID peak. Over that period, nonhy-
drocarbon GDP growth accelerated (+3.7
percent y-o-y), supported by private con-
sumption and declining import volumes,
suggesting some degree of import substi-
tution. On the production side, the per-
formance of nonhydrocarbon activity was
supported by a rebound in output in
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agriculture as well as consumer-oriented
manufacturing and services sectors.
The current account deteriorated in
Q3-2022, despite a 10-year peak in Q2, as
hydrocarbon exports revenues tracked oil
prices and declined more markedly than
imports. Nonetheless, the current account
is expected to have reached a 5.9 percent
of GDP surplus in 2022. Despite subdued
domestic investment and stricter import
policies, merchandise imports rose by 7.4
percent in 2022, as rising global commod-
ity prices inflated food, raw, and interme-
diate product imports. External surplus-
es and a valuation effect led reserves to
rise by US$ 15.7 billion, to 61.7 billion
at end-2022, or about 16.3 months of im-
ports of goods and services.
The overall budget deficit is expected
to have drastically shrunk from 7.2 per-
cent of GDP in 2021 to 0.9 percent in
2022, having been driven by rising tax
and hydrocarbon revenues and despite
higher public sector wages, the higher
cost of the new unemployment benefit
scheme, and larger food subsidies. Public
debt is estimated to have declined to
51.8 percent of GDP at end-2022, re-
flecting nominal GDP’s expansion, and
it has remained overwhelmingly domes-
tically held, at long-term maturities and
negative real interest rates.
Monetary policy remained accommoda-
tive and broad money increased rapidly

in 2022. However, private sector credit
growth remained subdued, with new
credit having been channeled mostly to
Government securities as part of a large
state-owned enterprise debt buyback pro-
gram. Despite moderating in Q4, inflation
reached 9.3 percent in 2022, fueled by
food inflation, hurting vulnerable Algeri-
ans disproportionately, as food accounts
for over half of the spending for the bottom
40 percent of the population.

Outlook

GDP growth is expected to moderate in
2023, as hydrocarbon production stabilizes
and nonhydrocarbon GDP slows down,
amidst tapering agricultural and services
growth. Investment is expected to rebound
in 2023 while net exports are predicted to
act as a drag on growth. In 2024 and 2025,
the economy is expected to return to its
pre-pandemic trajectory, with a moderate
decline in hydrocarbon output and slower
growth in nonhydrocarbon sectors.
In 2023, the current account balance is ex-
pected to post a moderate surplus, as the
sharp decline in hydrocarbon and nonhy-
drocarbon export prices is partly cush-
ioned by lower commodity import prices
and continued import reduction. The over-
all budget deficit is expected to come close

to balance in 2022 but expand in 2023, as
further increases in public spending and
declining hydrocarbon revenues outweigh
expanding tax receipts, buoyed by eco-
nomic activity and inflation. Despite di-
minishing hydrocarbon revenues in 2024
and 2025, sustained import control poli-
cies and a slowdown in public spending
would counterbalance the deterioration in
the current account and budget deficits,
respectively. Inflation is expected to de-
cline gradually, fueled by rising money
supply and public spending but damp-
ened by the dinar’s recent appreciation
against the Euro, the expected dwindling
in import prices, and the strengthening of
food subsidy mechanisms.
The trajectory in external and budget bal-
ances remains dependent on volatile
global oil prices, while a global slow-
down could affect OPEC production quo-
tas. Meanwhile, financing large budget
deficits through the domestic banking
sector and maintaining import reduction
policies could increasingly weigh on
growth and inflation. Europe’s efforts to
diversify its energy supply could support
hydrocarbon sector investment in Algeria
and medium-term growth. At the same
time, fostering sustainable and diversified
growth – and ultimately job creation – will
hinge on ambitious and decisive struc-
tural reforms for broader private sector
participation in the economy.

TABLE 2 Algeria / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -5.1 3.4 3.1 2.0 2.0 1.8

Private Consumption -3.0 3.7 2.8 2.4 2.2 2.0
Government Consumption -0.1 1.2 2.1 2.0 2.0 1.9
Gross Fixed Capital Investment -5.2 5.8 1.4 3.7 3.3 3.1
Exports, Goods and Services -11.3 13.4 0.0 -2.9 -2.3 -2.5
Imports, Goods and Services -16.0 -4.1 -3.3 1.8 1.5 1.3

Real GDP growth, at constant factor prices -4.5 4.0 3.1 2.0 2.0 1.8
Agriculture 1.7 -1.9 4.0 1.9 1.9 1.7
Industry -6.8 7.7 1.7 0.8 0.9 0.8
Services -4.3 2.7 4.1 3.0 3.0 2.8

Inflation (Consumer Price Index) 2.4 7.2 9.3 7.8 6.9 6.1
Current Account Balance (% of GDP) -12.8 -2.9 5.9 1.2 -0.5 -1.8

Fiscal Balance (% of GDP) -11.9 -7.2 -0.9 -5.2 -6.3 -6.9
Revenues (% of GDP) 30.5 29.8 32.5 29.5 27.3 25.8
Debt (% of GDP) 51.8 62.9 51.8 54.2 56.1 59.3
Primary Balance (% of GDP) -11.0 -6.5 0.4 -4.0 -5.1 -5.6

GHG emissions growth (mtCO2e) -2.7 -0.9 4.4 3.1 2.5 2.6
Energy related GHG emissions (% of total) 49.8 49.1 50.4 51.1 51.5 52.0

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
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BAHRAIN
Table 1 2022
Population, million 1.5

GDP, current US$ billion 44.2

GDP per capita, current US$ 30029.8

School enrollment, primary (% gross)a 98.0

Life expectancy at birth, yearsa 79.2

Total GHG emissions (mtCO2e) 54.2

Source: WDI, Macro Poverty Outlook, and official data.
a/ WDI for School enrollment (2019); Life expectancy
(2020).

Economic growth is accelerating driven

by both a continued robust non-hydro-

carbon activity and hydrocarbon produc-

tion expansion. Higher oil prices and re-

newed fiscal reforms momentum are im-

proving fiscal and external balances con-

siderably. Steadfast implementation of

comprehensive fiscal and structural re-

forms under the FBP will reduce debt

vulnerabilities and rebuild fiscal buffers.

Potential emergence of new COVID-19

variants, volatility of hydrocarbon prices

and weaker global demand, potential de-

lays in the implementation of fiscal re-

forms, and rising global inflation and

interest rate pose significant risks to

Bahrain’s economic outlook.

Key conditions and
challenges

Bahrain’s economy is the most diversi-
fied in the GCC region with strengths
in heavy industry (including the world’s
largest aluminum smelter), financial ser-
vices, manufacturing, retail business, and
tourism. As such, the non-oil sector dom-
inated, at over 85 percent of GDP (2021).
Renewed fiscal reform momentum un-
der the revised Fiscal Balance Program
(FBP) announced in October 2021 and
high hydrocarbon prices are mitigating
Bahrain’s fiscal and external vulnerabil-
ities. In January 2023, Bahrain’s govern-
ment endorsed a new four-year program
2023-26, which prioritizes several objec-
tives that aim to raise the standard of
living, improve infrastructure and qual-
ity of government services, and attain
digital transformation, among others.
However, challenges remain. Notwith-
standing progress on diversification,
Bahrain continues to face structural chal-
lenges, most notably those relating to fis-
cal sustainability, the level of youth un-
employment, and the depletion of under-
ground water resources. Meanwhile, the
hydrocarbon sector remains a critical dri-
ver of the economy accounting for al-
most 60 percent of total budget revenues
(2021), thereby making the economy ex-
tremely vulnerable to external shocks.
Lower energy and commodities prices
could renew financing challenges. Down-
side risks to the outlook are mostly

linked to a breakout of new COVID-19
variants, lower hydrocarbon prices, and
potential delays in implementing fiscal
reforms, which could reverse the recent
improvements in the fiscal and external
positions, reduce investor confidence, and
lead to higher external financing costs.
On the upside, adherence to the medium-
term fiscal adjustment and reducing the
fiscal risks from off-budget expenditures
will help build external buffers, contain
external borrowing, and put debt on a
firm downward path.
Advancing structural reforms including
those related to investing in renewable en-
ergy and supporting the transition to-
wards a low-carbon economy would en-
sure a private sector-led inclusive recovery
and increase employment opportunities,
particularly among women and youth.

Recent developments

Bahrain’s economy continues to show
broad-based recovery. Real GDP is esti-
mated to have edged up to 4.3 percent
in 2022. This was mainly driven by the
non-hydrocarbon sector which grew by
almost 5 percent in Q3 2022 y/y as well
as 1.2 percent growth in the hydrocarbon
sector. The recovery was underpinned by
strong performance of the high-contact
sectors, of which hotels and restaurants
achieved the highest growth rate amongst
non-oil sectors (14.7 percent). This was al-
so aided by strong manufacturing sector
which expanded by 5 percent with record
aluminum output. CPI inflation increased

FIGURE 1 Bahrain / Real annual GDP growth
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FIGURE 2 Bahrain / General government operations
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by 3.6 percent y/y in 2022 driven by
stronger aggregate demand, pass through
from higher global inflation, and dou-
bling of the VAT rate to 10 percent.
Preliminary fiscal data released for 2022
indicate that the government’s total rev-
enues increased by 33 percent y/y sup-
ported by higher oil receipts (36 percent)
and the rebound of non-oil revenue (28
percent); driven mainly by the doubling
of the VAT rate. As a result, and consid-
ering prudent management of recurrent
spending, the overall fiscal deficit (includ-
ing extrabudgetary spending) is estimat-
ed to significantly decline, to 3.3 percent
of GDP, by the end-2022 which, in turn,
improves debt dynamics.
Despite the rebound in imports, higher
hydrocarbon, and non-hydrocarbon
prices and exports strengthened the ex-
ternal balance position remarkably, post-
ing a surplus of US$1.6 billion during
Q3 2022, and an estimated surplus in ex-
cess of 12 percent of GDP for the whole
year. As a result, official reserve assets
reached a record high of over US$8 bil-
lion (4 months of imports) by end-2022.
In the second year of the National Labor
Market Plan (NLMP) 2021-2023, the Min-
istry of Labor continued to pursue goals
of private sector job creation and support
for employees and job seekers. The Min-
istry has also continued efforts to ensure

compliance with labor legislation and in-
crease occupational safety, and awareness-
raising workshops. About 29,995 Bahrainis
found employment in the private sector in
2022, reaching almost 150 percent of the
NLMP employment goal for that year.
According to ILO estimates, Bahrain's la-
bor market is continuing to recover from
the impact of the COVID-19 pandemic
but has not yet rebounded fully. The la-
bor force participation rate and employ-
ment-to-population ratio are projected to
reach 71.9 percent and 70.8 percent re-
spectively in 2023, each still a little below
its level in 2019. The unemployment rate is
expected to hold steady at around 1.4 per-
cent in 2023, 0.2 percentage points above
the 2019 rate. The gradual decline in the
unemployment rate since the height of
the pandemic has been slower among
women than among men, with the unem-
ployment rate among women expected to
increase slightly again in 2023. The unem-
ployment rate for youth (15-24 age) is es-
timated at 6.7 percent in 2023, up from
6.6 percent in 2022 (ILO).

Outlook

Bahrain’s economic outlook hangs on
oil market prospects and accelerated

implementation of structural reforms
agenda under the revised FBP. Growth
is projected to moderate around 3.1 per-
cent in 2023 before averaging 2.8 percent
during 2024-25 as fiscal adjustments con-
tinue. Growth in the hydrocarbon sector
is expected to slow down to 0.1 percent
in 2023 while the non-hydrocarbon sec-
tors will continue expanding (by 4.3 per-
cent) supported by the recovery in the
tourism and service sectors and the con-
tinuation of infrastructure projects. Infla-
tion is anticipated to hover around 2.8
percent in 2023 to reflect softening glob-
al commodity prices, tighter monetary
conditions, and the dissipating impact of
doubling the VAT rate.
Declining oil prices, rising global in-
terest rates, and higher cost burden of
debt are projected to widen the fiscal
balance deficit to 4.5 and 5.2 percent
of GDP in 2023 and 2024, respectively.
This will in turn keep the debt and fi-
nancing needs elevated in the absence
of sufficient fiscal adjustment.
High hydrocarbon prices are estimated
to support maintaining the current ac-
counts in surplus throughout 2023-24, al-
beit moderating in 2025, as oil prices fol-
low a projected decline. The comfortable
external position will boost foreign re-
serves and strengthens resilience against
future external shocks.

TABLE 2 Bahrain / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -4.6 2.7 4.3 3.1 2.8 2.8

Private Consumption -4.4 18.9 4.4 2.4 1.8 1.8
Government Consumption -2.5 6.5 2.4 3.4 3.0 2.6
Gross Fixed Capital Investment -3.8 -4.2 5.3 5.5 2.8 3.2
Exports, Goods and Services -2.5 29.5 7.3 5.1 3.4 3.2
Imports, Goods and Services -0.7 15.2 6.0 4.4 3.8 4.0

Real GDP growth, at constant factor prices -4.6 2.7 4.3 3.1 2.8 2.8
Agriculture 0.1 7.2 1.2 3.5 3.0 1.8
Industry -0.9 0.5 0.6 3.5 4.0 2.3
Services -7.2 4.3 7.2 2.8 2.0 3.2

Inflation (Consumer Price Index) -2.3 -0.6 3.6 2.8 2.4 2.0

Current Account Balance (% of GDP) -9.4 6.7 12.5 8.0 5.4 3.5
Net Foreign Direct Investment Inflow (% of GDP) -3.5 -4.4 -4.0 -4.0 -4.0 -3.9

Fiscal Balance (% of GDP) -17.9 -11.0 -3.3 -4.5 -5.2 -5.7
Revenues (% of GDP) 17.9 20.8 25.3 22.7 19.7 18.8
Primary Balance (% of GDP) -12.8 -6.3 1.2 -0.2 -0.5 -0.6

GHG emissions growth (mtCO2e) 3.4 -4.5 0.9 6.2 3.9 2.9
Energy related GHG emissions (% of total) 61.1 58.6 58.4 60.0 60.6 60.7

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
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DJIBOUTI
Table 1 2022
Population, million 1.0

GDP, current US$ billion 3.5

GDP per capita, current US$ 3470.0

International poverty rate ($2.15)a 19.1

Lower middle-income poverty rate ($3.65)a 43.8

National poverty ratea 21.1

Gini indexa 41.6

School enrollment, primary (% gross)b 73.2

Life expectancy at birth, yearsb 62.7

Total GHG emissions (mtCO2e) 1.4

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2017), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Economic activity in Djibouti remains

resilient while soaring global prices as-

sociated with Russia’s invasion of

Ukraine, combined with regional ten-

sions and severe drought in the Horn of

Africa, translate into more conservative

growth estimates for 2022 at 3 percent.

The outlook remains positive thanks to

the lasting peace prospect in Ethiopia.

Poverty, projected to stand at 15.6 per-

cent in 2023 (at the international

poverty line), is expected to follow a

downward trend, reflecting sustained

economic expansion.

Key conditions and
challenges

Djibouti’s ambition to leverage its
geostrategic location to turn a small and
resource-constrained economy into a fast-
growing transport and logistics regional
hub faces a number of challenges. Contin-
ued commitment by country authorities to
fiscal prudence will be critical. This will
include monitoring and rationalizing tax
expenditure, as well as avoiding large
fiscal gaps that would result in further
accumulation of public debt. Shocks in
the global transport and logistics value
chains, especially those related to port-re-
lated public enterprises, also represent a
source of risk. Climatic changes, includ-
ing drought and floods, also pose an in-
creasing threat to households and busi-
nesses, which may be disproportional-
ly felt in poorer regions of the country.
Poverty rates, which stood at 19 percent
in 2017 at the international poverty line,
are estimated to have decreased at a
slower rate in recent years to around 15.6
percent in 2023, reflecting the COVID-19
effects as well as the economic and social
impact of regional instability and acceler-
ating commodity prices up to 2022.

Recent developments

After recovering in 2021, Djibouti’s
economic activity decelerated in 2022,

due to logistical tensions associated
with Russia’s invasion of Ukraine,
subdued Ethiopian demand, and wors-
ening drought in the Horn of Africa
– which also contributed to a sharp
uptick in food and energy prices. Real
GDP growth is estimated to have fall-
en to 3 percent from 4.8 percent in
2021. Year-on-year inflation reached 6.1
percent, mainly due to higher world
commodity prices and to disruptions in
the Ethiopian food supply chain.
On the fiscal side, the budget has been
under pressure because of rising food
and energy subsidies and other fiscal
measures to mitigate negative effects of
the war in Ukraine, worsening drought,
and the sharp increase in debt service
in 2022. Domestic revenue fell by 1.6
percent of GDP to about 18.5 percent
of GDP in 2022. Also, the loss of rev-
enues associated with the tax incentives
on refined oil products was estimated at
1.1 percent of GDP in December 2022.
The government responded with fiscal
tightening, including eliminating excep-
tional expenditure linked to the COVID
19 crisis and freezing most expenditure
items. These measures partially com-
pensated for the decline in revenue,
containing the budget deficit (commit-
ment basis) at 1.5 percent of GDP. At
the same time, public debt service has
tripled to around 4 percent of GDP
in 2022, to which the government re-
sponded with external arrears accumu-
lation. As a result, Djibouti’s stock of
public debt external arrears is estimated
to have exceeded 3 percent of GDP in
2022. Arrears were mainly accumulated

FIGURE 1 Djibouti / Real GDP growth, fiscal, and current
account balances
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FIGURE 2 Djibouti / Actual and projected poverty rates and
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on the railway and water pipeline loans
financed by China, and on the cement
factory loan financed by India.
The external accounts performed well
during 2022, as the current account
balance is estimated to have closed the
year with a slight deficit of 0.1 percent
of GDP, and the foreign reserve cover-
age ratio of the money supply under
the currency board remained comfort-
able at 106 percent, while gross offi-
cial reserves reached 3.9 months of im-
ports. The banking sector remains sta-
ble, despite some deterioration of the
liquid assets-to-total assets ratio (from
63.7 percent in December 2020 to 50.2
percent in June 2022, which could lim-
it the banking sector’s ability to face
future shocks). Nonperforming loans
as a share of total gross loans declined
from 13.3 percent in 2020 to 7 percent
at the end of June 2022.

Outlook

Djibouti’s economy is projected to accel-
erate gradually over the medium term.
The Ethiopian demand for transport and
logistics services is expected to take up
steam following the peace agreement
signed in November 2022 between the
Tigrayan People's Liberation Front and
the Ethiopian Federal government. Local-
ly, the development of the Damerjog In-
dustrial Park Project and infrastructure
programs to be undertaken as part of
the implementation of the National De-
velopment Plan (NDP) would push Gross
Fixed Capital Investment upward. Decel-
erating energy and food price inflation
in 2023 should provide a lift to house-
holds’ real income and boost private
consumption. GDP growth is, therefore,

projected to accelerate to 4.4 percent in
2023 then to 5.4 percent in 2024, and to
5.9 percent in 2025. Critical fiscal con-
solidation measures, including the repri-
oritization of central government invest-
ment spending, the freeze on new civil
service recruitment, and improvements
in fiscal management and tax adminis-
tration and collection, should help grad-
ually reduce the budget deficit, which is
expected to drop to 0.4 percent of GDP
by 2025. It is projected that 15.6 percent
of the population would continue living
under the international poverty line in
2023 and that this rate would decrease
to 15.2 percent and 14.2 percent respec-
tively in 2024 and 2025. While poverty
rates are expected to continue moving on
a downward trend, they are susceptible to
shocks related to fiscal constraints, weaker
growth, climate change, and uncertainty
surrounding global food prices.

TABLE 2 Djibouti / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 1.2 4.8 3.0 4.4 5.4 5.9

Private Consumption 10.2 7.0 0.9 2.0 3.2 3.5
Government Consumption 1.6 -7.0 -10.6 3.4 2.8 1.0
Gross Fixed Capital Investment 1.0 3.5 3.5 8.8 7.6 6.8
Exports, Goods and Services -29.7 3.0 9.4 5.4 5.0 5.5
Imports, Goods and Services -29.5 3.0 7.0 6.0 5.0 4.8

Real GDP growth, at constant factor prices 2.0 4.8 3.0 4.4 5.4 5.9
Agriculture 11.5 11.4 1.2 3.2 4.8 5.4
Industry -4.4 9.9 1.8 6.1 6.2 6.3
Services 3.1 3.7 3.3 4.1 5.3 5.8

Inflation (Consumer Price Index) 1.0 1.5 5.1 3.3 0.8 0.4
Current Account Balance (% of GDP) 11.3 -0.7 -0.1 -1.6 -3.3 -4.8

Fiscal Balance (% of GDP) -1.7 -2.9 -1.5 -1.7 -1.4 -0.4
Revenues (% of GDP) 23.5 20.1 18.5 18.7 18.6 18.6
Debt (% of GDP) 75.9 74.1 71.8 72.3 73.7 73.7
Primary Balance (% of GDP) -1.6 -2.8 -0.6 -0.8 -0.6 -0.2

International poverty rate ($2.15 in 2017 PPP)a,b 17.2 16.7 16.3 15.6 15.2 14.1

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 40.6 39.8 39.0 37.7 36.2 34.7

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 76.0 74.8 74.1 73.1 71.3 69.6

GHG emissions growth (mtCO2e) -0.1 0.9 0.7 0.8 0.8 0.6
Energy related GHG emissions (% of total) 25.3 25.4 25.5 25.7 25.9 26.1

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2017-EDAM. Actual data: 2017. Nowcast: 2018-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2017) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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ARAB REPUBLIC
OF EGYPT
Table 1 2022
Population, million 103.4

GDP, current US$ billion 476.7

GDP per capita, current US$ 4610.7

Lower middle-income poverty rate ($3.65)a 17.6

National poverty ratea 29.7

Gini indexa 31.9

School enrollment, primary (% gross)b 106.4

Life expectancy at birth, yearsb 71.0

Total GHG emissions (mtCO2e) 361.5

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2019), 2017 PPPs.
b/ Most recent WDI value (2020).

Inflation is eroding incomes and constrain-

ing business activity. Growth is expected

to decline to 4.0 percent in FY23 from 6.6

percent in FY22. Improvements in reserves

reflect increases in tourism, Suez Canal

revenues, and foreign financing. Yet, hard

currency shortages persist. Reforms to

boost investment, exports and FDI remain

crucial for competitiveness. Further, fiscal

consolidation to reduce vulnerabilities

and create space for social protection and

advanced human development is key for

better socio-economic outcomes.

Key conditions and
challenges

One year through Russia's invasion of
Ukraine and tightening global financial
conditions, Egypt continues to face a for-
eign currency crunch, a spike in domes-
tic prices, and a sharp rise in borrow-
ing costs. While triggered by the over-
lapping global shocks, Egypt’s macroeco-
nomic imbalances reflect pre-existing vul-
nerabilities, including the sluggish for-
eign income-earning activities (non-oil
exports and FDI) and risks associated
with government debt.
A significant share of the Egyptian pop-
ulation is poor (29.7 percent in 2019/20,
the latest official estimates). The pandem-
ic, followed by high inflation in 2022
and 2023, are expected to have increased
poverty rates further. Meanwhile, recent
labor market trends are not conducive
to poverty reduction. Employment and
labor force participation rates continue
to be low at 39.5 percent and 42.7 per-
cent of the working-age population, re-
spectively as of Q1-FY23, with bigger
challenges for youth and women in the
labor force. Moreover, the fiscal space
needed to advance human and physical
capital for the (largely youthful) popu-
lation of above 104 million remains con-
strained by below-potential revenue mo-
bilization (with tax revenues at 12.6 per-
cent of GDP in FY22), more than half of
which is directed to covering budgetary
interest payments

In response to the concurrent shocks, the
authorities undertook a series of policy ad-
justments. These include raising key policy
rates by 800 basis points, allowing the ex-
change rate to depreciate by more than 95
percent since March 2022, and introducing
social mitigation measures (including in-
creases to pensions, food subsidies and
expansion in the coverage and allocations
of the Takaful and Karama programs)
to partially shield the vulnerable. The
46-month IMF Extended Fund Facility is
expected to support the gradual restora-
tion of macroeconomic stability and to
underpin structural reforms, including
those outlined in the State Ownership
Policy to enhance competitive neutrality
for improved private sector participation.

Recent developments

Following the rebound in early FY22,
economic activity has been adversely im-
pacted by the overlapping global shocks
and domestic supply bottlenecks. While
remaining broad-based, with positive
contributions from all sectors (except
gas extractives), Egypt's real GDP
growth declined to 4.2 percent during
H1-FY23, from 9.1 percent during the
same period last year.
Urban inflation (in double-digits since
March 2022) shot up to a 5-year high of
31.9 percent in February 2023; and core
inflation jumped to 40.3 percent, exceed-
ing the peak reached during the 2017 in-
flation episode. Food items (61.8 percent
inflation) constitute more than 44 percent

FIGURE 1 Arab Republic of Egypt / Real GDP growth,
employment and labor force participation rates
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FIGURE 2 Arab Republic of Egypt / Inflation rates
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of the expenditures for the bottom quin-
tile and remain the main driver of infla-
tion. While cost-push factors have been
contributing to the inflationary wave, do-
mestic liquidity conditions continue to be
loose, with credit extended to the gov-
ernment's continuing to be the key driver
of domestic credit growth.
Official reserves (Tier 1 reserves) and oth-
er foreign currency assets (Tier 2 reserves)
increased gradually over recent months,
jointly reaching US$40.2 billion at end-
February 2023. These, however, remain
around US$14 billion (26 percent) below
their level a year earlier. While Balance of
Payments outturns indicate that improve-
ments in the services balance (tourism
and the Suez Canal), along with FDI
(from sales of assets to non-residents)
have supported the recent uptick in re-
serves, hard currency supply remains a
key challenge. This is evidenced by the
banking system’s net foreign assets po-
sition [-LE654.43 billion (US$21.7 billion)
at end-January 2023] which has been de-
teriorating even prior to the escalation
of the war in Ukraine, as the banking
system has been liquidating foreign as-
sets amidst the crunch. The CBE is
gradually dismantling restrictions on
imports (e.g., letter of credit require-
ment), but other restrictions remain, and

lingering import backlogs at ports are
yet to be cleared.

Outlook

Growth is expected to decline to 4.0 per-
cent in FY23 from 6.6 percent a year
earlier, as households’ purchasing power
and firms’ activity are constrained by
higher costs because of the depreciation,
imported inflation, upward adjustments
in fuel prices, and monetary tightening.
Going forward, growth is projected to in-
crease to 4.7 percent in FY25, benefitting
from favorable base effects, and the nar-
rowing net exports deficit.
The current account deficit is forecast
to decline from 3.5 percent of GDP in
FY22, albeit marginally, as improvements
in tourism, Suez Canal, and export pro-
ceeds are expected to be counterbalanced
by the still-elevated imports costs,
downtick in remittances, and as import
backlogs/suppliers’ credits are paid
down. The capital and financial account
is expected to remain under pressure,
with some mitigation arising from inter-
national financing and asset sales to non-
residents. The US$1.5 billion Sukuk is-
sued provided some relief for external

debt repayment during FY23, although
its high interest burden may discourage
further issuances before international fi-
nancial conditions improve.
The budget deficit is projected to also
widen, to 7 percent of GDP in FY23,
from 6.2 percent a year earlier, as govern-
ment purchases, subsidies, and interest
payments are driven up by higher prices,
mitigation measures, and monetary tight-
ening. Fiscal pressures and the valuation
effect from the depreciation will drive the
debt-to-GDP to a projected 95.8 percent
by end-FY23 from 88.3 percent a year
earlier. Similar to other emerging mar-
kets, Egypt’s outlook depends in large
part on the containment of the repercus-
sions of the war in Ukraine and devel-
opments in international financial mar-
kets. Risks stem from the inflation-de-
preciation dynamics and their implica-
tions for households’ welfare on the one
hand and for the fiscal/debt trajectory
on the other hand. Over the medium
term, more ambitious fiscal consolidation
(through enhanced revenue mobilization
and contained budgetary and extra-bud-
getary expenditures) would strengthen
macroeconomic resilience, help narrow
the large risk premia (as captured by sov-
ereign spreads) and create fiscal space for
advancing human development.

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

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 3.6 3.3 6.6 4.0 4.0 4.7

Private Consumption 7.4 6.2 2.8 2.7 4.0 4.0
Government Consumption 7.9 3.4 4.9 1.7 5.3 3.6
Gross Fixed Capital Investment -21.1 -3.2 18.5 7.1 3.3 10.2
Exports, Goods and Services -23.7 -13.9 57.4 35.0 8.0 5.0
Imports, Goods and Services -18.7 0.5 24.3 22.0 7.0 5.0

Real GDP growth, at constant factor prices 2.5 2.0 6.2 4.0 4.0 4.6
Agriculture 3.4 3.8 4.0 4.5 3.5 3.3
Industry 0.4 -1.0 6.6 2.4 5.1 6.3
Services 3.7 3.5 6.4 4.8 3.4 3.8

Inflation (Consumer Price Index) 5.7 4.5 8.5 18.9 15.0 10.0

Current Account Balance (% of GDP) -2.9 -4.3 -3.5 -3.4 -3.0 -2.9
Net Foreign Direct Investment Inflow (% of GDP) 1.9 1.1 1.8 2.5 2.5 2.2

Fiscal Balance (% of GDP) -7.5 -7.1 -6.2 -7.0 -6.9 -6.4
Revenues (% of GDP) 15.9 16.6 16.9 16.6 16.8 16.8
Debt (% of GDP) 82.8 87.9 88.3 95.8 95.2 89.6
Primary Balance (% of GDP) 1.7 1.4 1.3 1.6 1.9 2.1

International poverty rate ($2.15 in 2017 PPP)a,b 1.7 1.7 1.7 2.4 2.4 2.4

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 20.0 19.9 19.6 24.2 24.0 23.8

GHG emissions growth (mtCO2e) 1.3 -0.6 1.9 1.8 1.6 1.9
Energy related GHG emissions (% of total) 64.6 64.3 64.3 64.2 64.2 65.5

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 2019-HIECS. Actual data: 2019. Nowcast: 2020-2022. Forecasts are from 2023 to 2025.
b/ Poverty estimates for FY2020 and FY2023 are based on microsimulations.
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IRAN, ISLAMIC
REPUBLIC
Table 1 2022
Population, million 84.7

GDP, current US$ billion 407.4

GDP per capita, current US$ 4809.4

Upper middle-income poverty rate ($6.85)a 27.6

Gini indexa 42.0

School enrollment, primary (% gross)b 109.7

Life expectancy at birth, yearsb 74.8

Total GHG emissions (mtCO2e) 912.0

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2019), 2017 PPPs.
b/ Most recent WDI value (2020).

A combination of improving hydrocar-

bon sector outturns and growth in the

non-oil sectors drives economic expan-

sion in Iran. Water and electricity short-

ages, insufficient job creation, and high

inflation pose chronic structural chal-

lenges that, together with socio-political

grievances, have contributed to recent

country-wide protests. Weaker global de-

mand and ongoing economic sanctions

present major headwinds to the outlook.

Key conditions and
challenges

The Iranian economy is set to grow for
a third consecutive year in 2022/23 (Iran-
ian year starting on March 21), albeit at
a slower pace than in 2021/22. However,
structural challenges, including sluggish
long-term growth, high inflation, and low
employment, have added to other griev-
ances which contributed to recent
protests. Despite some diversification in
the economy, Iran remains vulnerable to
the volatility of oil markets, as the govern-
ment's financial and external accounts con-
tinue to be heavily skewed on commodity
exports and hydrocarbon derivatives.
High inflation and inadequate job cre-
ation disproportionately impact lower-in-
come households. Although external
shocks, including sanctions, pushed av-
erage annual inflation to 40 percent in
2019-2023, inflation already hovered
above 20 percent in the past four
decades, which highlights structural chal-
lenges from persistent budget deficits
and imbalances in the banking system.
Such unabating inflationary pressure not
only affected the level of domestic prices
but also caused an erosion in the real
value of social assistance transfers, thus
making poorer households pay the heav-
iest toll. At the same time, just over a
third of the population is employed due
to anemic job creation. Even with a high-
ly educated female population, only one
out of ten Iranian women is employed.

Iran’s labor market challenges have been
compounded by the increasing emigra-
tion of the highly educated workforce.
Low employment and the resulting low
pension contributions add to financial
sustainability risks for the pension system
in the longer term.
Urgent reforms are needed to confront
pressing structural economic challenges
on the monetary and fiscal fronts. Mon-
etary policy should focus on restoring
price and financial system stability and
moving away from administrated lend-
ing and pricing. Counter-cyclical fiscal
policy would help control budget deficits
and promote investment in productive
sectors, renewable energy, and economic
diversification, while also freeing up
much-needed resources to protect the
most vulnerable through well-defined
and targeted transfers.

Recent developments

GDP grew by 3.5 percent year-on-year (y-
o-y) in the first nine months of 2022/23
(9M-22/23), driven by services and man-
ufacturing. The oil sector also grew by
9.3 percent (y-o-y), aided by favorable
supply-and-demand adjustments in glob-
al oil markets. On the expenditure side,
private consumption was the main driver
of GDP growth, while investment growth
was insufficient to fully compensate for
the decline in the net capital stock in
recent years. This economic expansion –
coupled with some decline in labor force
participation (still 3.3. percentage points

FIGURE 1 Islamic Republic of Iran / Real GDP growth and
supply-side contributions to real GDP growth
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FIGURE 2 Islamic Republic of Iran / Unemployment rates,
Q3-22/23
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below pre-pandemic levels) – contributed
to achieving a record low unemploy-
ment rate of 8.2 percent. Unemployment
remains especially high among women,
youth, and university graduates.
The fiscal balance remained negative in
2022/23, constrained by the under-realiza-
tion of oil income. In response, the govern-
ment cut capital expenditures to cover ris-
ing current expenditures, particularly on
the front of the rising wage bill, pension
expenditures, and transfers.
Inflation accelerated following new food
import policies and the depreciation of the
rial, in the context of rising inflationary ex-
pectations. In 10M-22/23, headline and
core consumer price inflation rose to 43.6
percent and 42.5 percent, respectively.
Food prices contributed to half of the to-
tal price index increase, driven by the
elimination of the subsidized exchange
rate for imports of most food items.Infla-
tionary expectations following the stale-
mate in the nuclear talk led the rial to de-
preciate by over 56 percent (y-o-y) in the
same period, fueling inflation further.
The surge in oil prices led the current ac-
count to register a surplus in H1-22/23. Ex-
ports grew by 40 percent (y-o-y) in nomi-
nal terms, thanks to both higher oil prices
and export volumes, while imports grew

by 21 percent (y-o-y) primarily supported
by the reversal of previous import restric-
tions. This led to a current account sur-
plus of US$13.4 billion (3.5 percent of
GDP equivalent), which was however
largely offset by a net capital account
deficit of US$12.8 billion, reflecting a re-
cent upward trend in capital outflows.

Outlook

GDP growth is projected to remain mod-
est in the medium term. Declining oil
prices, the intensification of US sanctions,
and global economic uncertainty weigh
down on oil growth in the medium term.
Recent social tensions, industrial sector
strikes, energy shortages, and internet
disruptions are expected to negatively im-
pact growth in 2022/23 and may have
long-lasting effects on economic activity.
Water shortages are expected to adversely
impact both agricultural production and
add to energy shortages, especially if crit-
ical investments and price reforms in the
energy sector do not materialize.
Fiscal and external pressures are forecast
to remain high. Expenditures in the 2023/
24 budget bill are expected to grow more

than revenues, resulting in a growing fis-
cal deficit. The government plans to rely
on sales of assets, which however could
only partially finance the gap. On the
external side, the current account will
be adversely impacted by lower exports
due to declining oil prices. Restricted
access to international reserves due to
ongoing sanctions will continue to ex-
ert pressure on the exchange rate. These
pressures along with inflationary expec-
tations are projected to keep inflation el-
evated in the medium term. High infla-
tion and limited job creation will neg-
atively impact household welfare and
could add to social grievances.
The economic outlook is subject to high
risks. Downside risks include further in-
tensification of climate change shocks lead-
ing to protracted disruptions to domestic
production due to water and energy short-
ages, escalation of social tensions due to an
inflation-depreciation spiral, in addition to
heightened geopolitical tensions. An esca-
lation of sanctions or restrictions would
further disrupt trade and financial transac-
tions with main trading partners, includ-
ing China, Iraq, and UAE. A significant
breakthrough or interim agreement in nu-
clear negotiations can lead to marked
changes in the economic outlook.

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

2020/21 2021/22 2022/23e 2023/24f 2024/25f 2025/26f
Real GDP growth, at constant market prices 3.3 4.7 2.7 2.0 1.8 1.7

Private Consumption 0.5 3.9 3.7 1.8 1.5 1.4
Government Consumption -0.9 8.3 0.5 2.4 2.5 2.7
Gross Fixed Capital Investment 3.2 0.0 3.9 2.6 2.3 2.2
Exports, Goods and Services -12.8 5.2 7.3 4.7 3.6 3.3
Imports, Goods and Services -29.7 24.1 9.2 3.7 3.3 3.1

Real GDP growth, at constant factor prices 4.1 4.4 2.7 2.0 1.8 1.7
Agriculture 3.2 -2.6 1.4 1.2 1.0 1.0
Industry 7.8 3.2 4.4 2.5 2.0 1.9
Services 2.2 6.5 2.1 1.9 1.7 1.7

Inflation (Consumer Price Index) 47.1 46.2 46.1 49.1 44.3 40.4
Current Account Balance (% of GDP) -0.3 3.5 3.8 3.1 2.3 2.0

Fiscal Balance (% of GDP) -5.8 -2.0 -2.3 -2.5 -2.9 -3.2
Revenues (% of GDP) 7.3 11.1 11.4 10.8 10.3 10.0
Gross Public Debt (% of GDP) 39.2 42.4 38.0 38.5 39.0 40.0
Primary Balance (% of GDP) -5.3 -1.6 -1.9 -2.1 -2.5 -2.8

GHG emissions growth (mtCO2e) -2.4 2.4 2.1 1.6 1.5 1.5
Energy related GHG emissions (% of total) 66.2 66.6 66.2 65.8 65.3 64.8

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.

MPO Apr 23155



REPUBLIC OF
IRAQ
Table 1 2022
Population, million 42.2

GDP, current US$ billion 247.0

GDP per capita, current US$ 5858.5

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

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

National poverty ratea 22.5

Gini indexa 29.5

School enrollment, primary (% gross)b 108.7

Life expectancy at birth, yearsb 69.1

Total GHG emissions (mtCO2e) 259.1

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

An oil-driven recovery in 2022 drove

GDP to pre-pandemic levels and led to

significant fiscal and current account

surpluses. The recent exchange rate

volatility has led to an uptick in infla-

tion, piling pressure on poor and vul-

nerable households and young people

who are already facing limited job op-

portunities. Growth is forecast to mod-

erate in the medium term in line with

weaker global demand and limited non-

oil potential GDP.

Key conditions and
challenges

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

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

Recent developments

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

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

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

Outlook

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

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

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

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

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

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

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

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

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

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

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

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

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

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Share of factor cost GDP.
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JORDAN
Table 1 2022
Population, million 11.3

GDP, current US$ billion 48.4

GDP per capita, current US$ 4288.1

National poverty ratea 15.7

School enrollment, primary (% gross)b 80.0

Life expectancy at birth, yearsb 75.2

Total GHG emissions (mtCO2e) 36.9

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2017/8).
b/ Most recent WDI value (2020).

Jordan has shown resilience vis-a-vis

major regional and global crises. How-

ever, labor market conditions suggest

that incomes have not recovered after

Covid, while climate change risks exac-

erbate food insecurity. Despite a clear

willingness to tackle structural con-

straints, policy, and regulatory reforms

often stumble at the implementation

phase or are reversed. Amid an uncer-

tain global environment, and limited

macroeconomic policy space domestical-

ly, a renewed commitment to pursue

structural reforms can help unleash

growth and resolve long-standing labor

market challenges.

Key conditions and
challenges

Regional and global pressures have dom-
inated the Jordanian socioeconomic land-
scape during the past decade, resulting
in sluggish growth performance, with re-
al per capita growth contracting for most
of the past decade. Jordan has managed
to navigate its economy through times of
crisis by adopting a progressive and de-
velopment-oriented response to the large
inflow of refugees, preserving macroeco-
nomic stability and showing resilience
following the COVID-19 pandemic and
Russia’s invasion of Ukraine, albeit at the
cost of rapidly escalating public sector
debt. The main challenge lies in acceler-
ating private sector-led growth, which is
suppressed by a challenging business en-
vironment and job market bottlenecks.
Global risks - including a slowdown in
growth, heightened geopolitical tensions,
high commodity prices, and tighter fi-
nancial conditions – pose significant chal-
lenges, notably for the water and electric-
ity sectors’ financial sustainability. The
effects of climate change echoed in rising
temperatures and lower precipitation
could aggravate Jordan’s already acute
water scarcity. Without proper mitigation
measures, including appropriate water
pricing, the country remains highly sus-
ceptible to extreme weather conditions
and food security risks.
To address these key impediments, and
following similarly focused Visions and

strategies, Jordan launched a ten-year
Economic Modernization Vision in
mid-2022, focusing on inclusive, sustain-
able, and private sector-led growth to
generate job opportunities and improve
living standards.

Recent developments

Growth was robust at 2.7 percent (y-o-
y) during the first three quarters of 2022,
boosted by a recovery of tourism and its
spillover to the services sector, as well as
solid contributions in the manufacturing
and mining sectors. Manufacturing per-
formance stemmed from clothes, machin-
ery, medical and pharmaceutical prod-
ucts, while mining’s originated with the
potash and phosphate sub-sectors that
benefited from the price surge associat-
ed with the war in Ukraine. Inflation re-
mained contained at 4.2 percent in 2022,
helped by the Central Bank’s monetary
tightening, price controls, and subsidies.
However, the tightening effect on the re-
al sector was limited by the favorable in-
terest rates of its refinancing programs
and by real policy rates turning negative.
The Central Government (CG) fiscal
deficit (excl. grants) narrowed by 0.4 per-
centage points to 6.0 percent of GDP
during 11M-2022, supported by growing
tax and non-tax revenues. These out-
paced the rise in total expenditures
due to temporary fuel subsidies (0.7
percent of GDP) and higher capital
expenditures. Government and guar-
anteed debt reached 113.5 percent of

FIGURE 1 Jordan / The difficult global environment has
directly impacted Jordan’s external accounts
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FIGURE 2 Jordan / Jordan's key merchandize exports
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GDP in November 2022, compared to
112.3 percent of GDP at end-2021.
On the external front, a marked increase
in mining exports (42 percent) and a full
rebound in travel receipts could not fully
mitigate the effect of commodity prices
on non-energy import bills, triggering a
widening of the current account deficit.
The CAD widened to 9.3 percent of GDP
in 9M-2022, up from 6.2 percent in
9M-2021. Despite a surge in net FDI (1.8
percent of GDP), the BOP deficit wors-
ened to 2.0 percent of GDP, from a sur-
plus of 3.0 percent a year earlier. Gross
foreign reserves declined by US$0.86 bil-
lion to US$18.2 billion at end-2022.
Labor market conditions remain the most
significant threat to households’ welfare.
Employment has only modestly recov-
ered, while the labor force participation
rate remained low at 33.7 percent. Un-
employment reached 22.9 percent in
Q4-2022, compared to 19.0 percent during
Q4-2019. The national poverty rate stood
at 15.7 percent in 2018 (latest available).
Labor market conditions, compounded
with higher inflation, suggest that real
household incomes may have not fully
recovered from the COVID-19 crisis and
a large share of the non-poor population
is vulnerable to poverty due to income

volatility. Moreover, the poorest house-
holds are particularly vulnerable to recent
price increases since they spend a greater
share of their income on food.

Outlook

In 2023, the recovery is projected to con-
tinue being supported by tourism and
services, while the industry will benefit
from high potash and phosphate prices,
and robust manufacturing growth. How-
ever, growth is forecast to decelerate to
2.4 percent, from 2.6 percent in 2022, due
to fading base effects. The weakening
global growth, monetary tightening, and
ongoing fiscal consolidation are all ex-
pected to weigh on aggregate demand.
Inflation in 2023 is anticipated to be con-
tained at 3.0 percent supported by declin-
ing international oil prices, and domestic
price controls.
The CG fiscal deficit (incl. grants) is ex-
pected to further narrow to 5.0 percent of
GDP in 2023, compared to an estimated 5.4
percent in 2022, as various revenue-raising
measures and the containment of public
wage bill growth will overcompensate for
rising interest payments, wheat subsidies,

and higher capital expenditures. However,
fiscal pressures from the water and elec-
tricity sectors - notably the Attarat oil shale
project - are likely to increase public debt
to 115.2 percent of GDP (with debt exclud-
ing SSIF holdings expected to reach 91.2
percent) at end-2023.
On the external front, pressures are ex-
pected to ease in 2023 as commodity
prices decline and imports retract while
exports sustain momentum. As a result,
the CAD is projected to decline to 5.7 per-
cent of GDP in 2023 compared to an esti-
mated 9.7 percent of GDP in 2022 and to
gradually narrow over the medium term.
Progress in terms of labor incomes and
poverty reduction is expected to be lim-
ited, whilst large vulnerability persists.
While the recovery of tourism and man-
ufacturing is expected to support wage
incomes, persistent challenges related to
limited private sector job creation, seg-
mented labor markets, high informality,
and low labor productivity, continue to
hinder household income growth. Con-
sidering higher inflation and weak labor
market conditions, real incomes will re-
main suppressed, poverty is expected to
remain above pre-Covid levels, and a
large segment of the population remains
vulnerable to shocks.

TABLE 2 Jordan / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -1.6 2.2 2.6 2.4 2.4 2.4

Real GDP growth, at constant factor prices -1.4 2.2 2.6 2.5 2.4 2.4
Agriculture 1.6 2.8 2.6 2.5 2.4 2.4
Industry -2.4 3.1 3.7 3.1 2.2 1.5
Services -1.3 1.8 2.2 2.3 2.5 2.8

Inflation (Consumer Price Index) 0.3 1.4 4.2 3.0 2.5 2.5

Current Account Balance (% of GDP) -5.7 -8.2 -9.7 -5.7 -4.3 -3.5
Net Foreign Direct Investment Inflow (% of GDP) 1.7 1.3 2.2 2.3 2.6 3.0

Fiscal Balance (% of GDP)a -7.2 -6.3 -5.4 -5.0 -4.5 -4.4
Revenues (% of GDP) 22.4 25.0 25.6 25.4 25.6 25.4

Debt (% of GDP)b 107.8 112.3 114.1 115.2 116.1 117.1

Debt, net of SSIF (% of GDP)b 87.0 90.7 91.5 91.2 90.4 89.6

Primary Balance (% of GDP)a -3.1 -2.0 -1.2 -0.6 0.0 0.2

GHG emissions growth (mtCO2e) -3.3 1.9 2.5 2.0 2.1 2.3
Energy related GHG emissions (% of total) 62.2 62.6 62.6 62.5 62.3 61.8

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ CG fiscal balance incl. grants and adjustment on receivables and payables (use of cash) as per IMF Country Report No. 23/49.
b/ Government and guaranteed gross debt. Includes securitization of domestic arrears in 2019-21.
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KUWAIT
Table 1 2022
Population, million 4.4

GDP, current US$ billion 168.8

GDP per capita, current US$ 38352.3

School enrollment, primary (% gross)a 82.6

Life expectancy at birth, yearsa 76.9

Total GHG emissions (mtCO2e) 155.8

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

Kuwait’s economy is expected to slow

down in 2023, after performing strongly

in 2022, and stabilize over the medium

term. The projected economic slowdown

is driven by the sluggish global econom-

ic activity and OPEC+ cautious produc-

tion schedule. Softer energy prices will

narrow fiscal surpluses and raise deficit

concerns in the medium term. Generous

subsidies, tight monetary policy, and

falling import prices will keep inflation

subdued. Downside risks to the outlook

include global oil price volatility, a

stronger-than-anticipated global econom-

ic slowdown, and continued political

deadlock over key reforms.

Key conditions and
challenges

Kuwait’s long-term economic challenges
are linked to its dependency on oil, domes-
tic consumption as key driver for growth,
and slow implementation of its diversifica-
tion agenda. Nonetheless, sizable foreign
assets held through Kuwait’s sovereign
wealth fund (KIA), one of the largest glob-
ally, continue to underpin the country’s
economic resilience. These assets, howev-
er, cannot mitigate the risk of low future
oil demand. Such risk has to be addressed
through deep fiscal and structural reforms.
Progress on the diversification agenda has
been slow to a large extent, due to the po-
litical deadlock and repeated resignations
of government which is hindering eco-
nomic reform implementation. The pro-
jected elevated oil prices in the medium
term could still play a key role in financing
economic transformation and promoting
sustainable, inclusive, and green growth.
Key short- and medium-term risks in-
clude the potential impact from a deeper-
than-expected global economic slow-
down, oil price volatility, delay in fiscal
and structural reforms, and labor short-
ages. These could hamper growth in both
the oil and non-oil sectors as well as
have a significant impact on macroeco-
nomic balances. Direct adverse economic
spillovers from the Russian invasion of
Ukraine have been contained in Kuwait
due to limited financial linkages and
trade flow between both countries.

Recent developments

Economic growth rebounded sharply in
2022, reaching 7.9 percent year-on-year,
driven by the strong performance of the
oil sector which grew by 13.3 percent.
However, signs of a slowing oil sector are
evident since November 2022 and reflect
OPEC+’s latest agreement on cutting pro-
duction quotas. The non-oil sector contin-
ued its recovery trajectory in 2022, grow-
ing by 3.2 percent, supported by high
oil prices, strengthening consumer spend-
ing, increased government spending, and
restoration of projects suspended by the
pandemic. Private sector credit grew by
7.7 percent in 2022—the fastest rate dur-
ing the past 7 years—driven by the real
estate, construction, and services sectors.
Monetary policy tightening as well as
government subsidies on food and energy
helped to contain the level of inflation,
which averaged around 4 percent in 2022.
Supported by higher oil production and
prices, the fiscal surplus is estimated at
2.2 percent of GDP during 2022. In No-
vember 2022, the National Assembly
passed the 2022-23 General Budget with
an estimated fiscal deficit of KWD 123.8
million (0.2 percent of GDP) based on an
oil price assumption of USD 80 per bar-
rel and an average oil production level
of 2.7 million barrels/day. The govern-
ment continues to implement measures to
enhance Kuwait’s public financial man-
agement (PFM) including financial tech-
nology improvement, digitalization, and
green energy investment.

FIGURE 1 Kuwait / Annual real GDP growth
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FIGURE 2 Kuwait / General government operations
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The banking sector continues to be well-
capitalized and liquid. Financial sound-
ness indicators remain strong with non-
performing loans estimated to reach 1.9
percent of total gross loans. Following
tighter global financial conditions, the
Central Bank of Kuwait raised policy
rates from 1.6 to 4 percent (7 times) since
March 2022, with the most recent hike in
February 2023. Official reserve assets con-
tinue to stay at their comfortable levels,
reaching KWD 14.8 billion (18 months of
imports) in 2022.
The strong currency peg and higher oil re-
ceipts widened the current account sur-
plus considerably during 2022, reaching
26.3 percent of GDP.
Kuwait's labor market continues to re-
cover from the impact of the pandemic,
although many indicators have not yet
rebounded to their pre-pandemic levels.
The labor force participation rate is pro-
jected to increase slightly to 71.7 percent
in 2023 (ILO) but remains about 1.3 per-
centage points lower than in 2019. Un-
employment rates are expected to remain
relatively steady in 2023 at 1.2 percent
among men and 6.4 percent among
women, still higher than the 2019 rates by

0.2 and 0.5 percentage points, respective-
ly. The shares of youth not in employment,
education or training for 2022 suggest a
faster post-pandemic recovery, as they are
now estimated at 18.1 percent among men
and 34.7 percent among women (below
pre-pandemic shares by 0.6 and 0.8 per-
centage points, respectively).

Outlook

Economic growth is expected to slow to
2.7 percent in 2023 in response to a more
cautious OPEC+ production approach
and sluggish global economic activity.
However, the newly established Al Zour
refinery will support growth in the oil
sector which is expected to reach 1.9 per-
cent in 2023. Based on the recent trend,
political uncertainty is projected to re-
main elevated and cause delays in de-
ciding and implementing new infrastruc-
ture projects as well as in pushing the
reform agenda forward. Kuwait’s non-oil
sector is anticipated to grow by 3.4 and
3.7 percent in 2023 and 2024, respectively;
driven primarily by private consumption.

Meanwhile, tighter monetary policy and
declining global commodity prices will
translate into lower inflation rates (to 2.6
percent in 2023, and 2.5 percent in the
following two years).
Lower projected oil prices during 2023 will
narrow the fiscal surplus to 1.3 percent of
GDP—excluding investment income and
FGF transfers. Softer projected oil prices
will narrow fiscal balance surpluses and
raise deficit concerns in the medium term.
Implementing the economic diversification
program and introducing the VAT, in line
with other GCC peers, would enable
Kuwait to diversify its revenues and en-
hance fiscal sustainability.
Monetary policy is projected to continue to
closely follow the US Federal Reserve pol-
icy as the US dollar is the dominant cur-
rency in the Kuwaiti Dinar pegged basket.
Despite possible further monetary policy
tightening, domestic credit is expected to
continue growing but at a slower pace.
Strong oil receipts and cheaper import
prices should keep the current account
surplus at comfortable levels during 2023
(21.9 percent of GDP) before moderating
to an average of 20 percent of GDP in
the medium term.

TABLE 2 Kuwait / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -8.9 1.3 7.9 2.7 2.6 2.4

Private Consumption -4.5 3.2 4.8 3.4 3.1 3.0
Government Consumption 0.0 1.1 2.0 2.4 2.2 2.0
Gross Fixed Capital Investment -4.6 3.9 4.4 3.5 3.0 2.9
Exports, Goods and Services -13.3 2.2 12.1 3.4 2.4 2.1
Imports, Goods and Services -4.0 5.7 5.3 4.7 2.8 2.5

Real GDP growth, at constant factor prices -8.9 1.4 7.9 2.7 2.6 2.4
Agriculture -3.8 0.5 1.1 1.2 1.3 1.3
Industry -12.2 2.2 8.3 4.0 3.4 2.6
Services -4.2 0.4 7.3 1.0 1.5 2.3

Inflation (Consumer Price Index) 2.1 3.4 4.3 2.6 2.5 2.5
Current Account Balance (% of GDP) 3.2 16.0 26.3 21.9 20.9 20.2

Fiscal Balance (% of GDP)a -33.2 -7.3 2.2 1.3 0.3 -0.7
Revenues (% of GDP) 32.4 45.2 47.7 50.7 47.8 46.0

Expenditure (% of GDP)a 65.6 52.4 45.5 49.5 47.5 46.8

Debt (% of GDP)a 11.7 8.7 5.3 5.0 2.4 -1.3

Primary Balance (% of GDP)a -32.1 -5.4 2.4 1.4 0.4 -0.7

GHG emissions growth (mtCO2e) 4.9 0.0 8.6 2.1 1.3 2.2
Energy related GHG emissions (% of total) 65.7 64.8 64.0 62.9 61.5 60.0

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Based on fiscal year cycle (April to March 31). Fiscal balances exclude investment income and FGF transfers.
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LEBANON
Table 1 2022
Population, million 5.5

GDP, current US$ billion 21.6

GDP per capita, current US$ 3926.2

National poverty ratea 27.4

Gini indexa 31.8

Life expectancy at birth, yearsb 77.8

Total GHG emissions (mtCO2e) 23.8

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2011).
b/ Most recent WDI value (2020).

The Lebanese economy remains in a se-

vere depression amidst continued politi-

cal deadlock, an institutional vacuum,

and high uncertainty. In a context lack-

ing agreement on a comprehensive crisis

resolution plan, real GDP is estimated

to have further contracted by 2.6 per-

cent in 2022, while inflation averaged

171.2 percent, one of the highest rates

globally. Subject to extraordinarily high

uncertainty, and assuming the contin-

ued absence of adequate and comprehen-

sive reforms all through 2023, real GDP

is projected to further contract by 0.5

percent in 2023.

Key conditions and
challenges

The Lebanese economy’s four-year con-
traction in real GDP (2018-2022) has
wiped out more than 15 years of eco-
nomic growth. The lack of agreement
and implementation of a comprehensive
recovery plan is scarring the country’s
potential for recovery and compounding
the physical, human, institutional, and
social capital losses. With the govern-
ment in caretaker status and following
the failure to elect a new president upon
the end of the president’s term on Octo-
ber 31, 2022, Lebanon faces an especially
deep institutional vacuum.
Financial losses in the banking system ex-
ceed US$72 billion, equivalent to more
than three times GDP in 2021. The lack of
an equitable banking resolution has com-
pounded the economic costs of the cri-
sis. In the meantime, usable gross for-
eign exchange reserves are gradually be-
ing depleted: between October 2019 (the
onset of the crisis) and December 2022,
they declined by US$22,745 million, to
US$15,194 million (including US$4,796
million in foreign securities).
Absent a crisis resolution plan, the bulk
of the economic adjustment continues to
fall on the most vulnerable segments of
the population. Rapid currency deprecia-
tion and triple-digit inflation rates contin-
ue to shape the unstable macroeconomic
dynamics in the country, resulting in a se-
vere erosion of purchasing power for the

local labor force, pensioners, and retirees
whose wages are denominated in LBP.
Preliminary data from the 2022-2023
Lebanon Household Survey (LHS) sug-
gests that poverty continues to rise and
household living conditions continue to
deteriorate. The LHS is ongoing, with over
4,500 households interviewed to date.
Around three out of every five households
considered themselves to be poor or very
poor. Households that do not receive any
form of private remittances are even more
likely to feel impoverished. While there are
indications that adult (15+) employment
rates have risen from a year ago, an in-
creasing share of people are working in
low-quality, informal jobs out of necessity.

Recent developments

In 2022, the economy continued to con-
tract, albeit at a somewhat slower pace.
Owing to better-than-expected high-fre-
quency indicators data, we have revised
our real GDP contraction estimate to 2.6
percent from a previous 5.4 percent for
2022. The BLOM-PMI index (capturing
private sector activity) has inched up to
48.4 in 2022, up from an average of 46
percent in 2021; tourist arrivals have also
increased by 57 percent (8M-2022).
The overall fiscal balance is estimated to
have recorded a narrow surplus of 0.3
percent of GDP in 2022, down from 1
percent of GDP in 2021. Revenues are
estimated to have declined from an al-
ready low 13.1 percent of GDP in 2020
to 6.0 percent of GDP in 2022, one of

FIGURE 1 Lebanon / Exchange rate depreciation drives the
surge in inflation
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FIGURE 2 Lebanon / Inflation in basic items has been a key
driver of overall inflation, hurting the poor and the middle class
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the lowest rates globally. This was more
than offset by a larger decrease in total
expenditures, which declined from 16.4
percent of GDP in 2020 to a record low
of 5.7 percent of GDP in 2022, pointing
to a massive hollowing out of the state
amid an unprecedented crisis.
Testament to the continued atrophy of
Lebanon’s economy, the Lebanese Pound
continues to depreciate sharply. By Feb-
ruary 2023, the currency lost more than
98 percent of its pre-crisis value. Despite
the central bank (BdL)’s FX interventions
to attempt to stabilize the BNR (i.e., the
banknote rate/parallel market) using its
gross reserves starting in December 2021,
the BNR averaged 31,102 LBP/US$ in
2022. The depreciation of the BNR has
accelerated since the beginning of 2023,
breaching 80,000 LBP/US$ amid rising
tensions, bank strikes, and fewer FX inter-
ventions by BdL. Multiple exchange rates
continue, creating distortions in the econ-
omy and rent-seeking opportunities. For
the first time since 1997, BdL changed the
official peg to the dollar from 1507.5 to
15,000, effective February 1, 2023.

Inflation averaged 171.2 percent in 2022,
one of the highest rates globally, primarily
due to the depreciation of the LBP. The rise
in the food and non-alcoholic beverages
category in the consumption basket was
the highest contributor to inflation in 2022,
averaging a 240 percent increase through-
out 2022, and reaching a maximum of 483
percent (y-o-y) in January 2022.
Surprisingly, for a country in a protracted
crisis and in sovereign default, Lebanon
continues to run a sizable current account
deficit driven by a widening trade-in-
goods deficit. According to customs data
for merchandise goods, imports grew by
39.7 percent (y-o-y) in 2022, combined
with a 10.2 percent decrease in exports. In
fact, imports to Lebanon reached USD19
billion in 2022, close to pre-crisis levels.
Anticipated increases in custom duties
and the customs duties exchange rate
(which was increased to 15,000 LBP/USD
at the end of 2022, have likely contributed
to the substantive increase in imports of
industrial goods (y-o-y increase of 45.8
percent) and have driven the hoarding
of those goods in anticipation of a price

adjustment. The quality of BoP data in
Lebanon is historically weak.
One year after reaching a staff-level
agreement, an IMF program remains elu-
sive as the authorities have yet to com-
plete any of the eight reforms required
prior to starting the program. A frag-
mented parliament, coupled with a gov-
ernmental and presidential vacuum casts
further doubt on the ability to complete
prior actions and secure a final agreement
in the next few months.

Outlook

Subject to extraordinarily high uncertain-
ty, real GDP is projected to contract by
0.5 percent in 2023. Our economic fore-
cast pays heed to the persistent lack of
political will for comprehensive reforms,
and an institutional vacuum, both as-
sumed to last throughout the whole of
2023. Inflation is expected to remain in
triple digits, at 165 percent, persistently
amongst the highest rates globally.

TABLE 2 Lebanon / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f
Real GDP growth, at constant market prices -21.4 -7.0 -2.6 -0.5

Private Consumption -14.0 2.1 2.2 0.3
Government Consumption -53.7 -76.0 -13.6 -14.5
Gross Fixed Capital Investment -53.0 -67.6 -92.2 -58.9
Exports, Goods and Services -53.7 13.1 0.3 -1.5
Imports, Goods and Services -46.0 -12.2 3.5 -0.3

Real GDP growth, at constant factor prices -15.9 -5.3 -2.6 -0.5
Agriculture 0.6 -7.1 -2.8 -0.5
Industry -6.5 -6.9 -2.6 -0.5
Services -18.3 -4.9 -2.6 -0.5

Inflation (Consumer Price Index) 84.3 154.8 171.2 165.0

Current Account Balance (% of GDP) -9.3 -12.5 -20.6 -14.0
Net Foreign Direct Investment Inflow (% of GDP) 4.1 2.1 2.2 2.6

Fiscal Balance (% of GDP) -3.3 1.0 0.3 -0.5
Revenues (% of GDP) 13.1 7.5 6.0 6.3
Debt (% of GDP) 179.2 172.5 162.6 183.5
Primary Balance (% of GDP) -0.8 1.9 0.9 -0.3

GHG emissions growth (mtCO2e) -19.4 -7.1 -9.5 -3.8
Energy related GHG emissions (% of total) 72.4 74.3 73.3 72.7

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
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LIBYA
Table 1 2022
Population, million 6.8

GDP, current US$ billion 45.8

GDP per capita, current US$ 6725.0

School enrollment, primary (% gross)a 109.0

Life expectancy at birth, yearsa 72.5

Total GHG emissions (mtCO2e) 120.3

Source: WDI, Macro Poverty Outlook, and official data.
a/ WDI for School enrollment (2006); Life expectancy
(2020).

A fragile context undermines the

adequate functioning of institu-

tions. Armed clashes, protests, and in-

adequate maintenance disrupted oil pro-

duction and export amid rising global

prices. The economy contracted by 1.2

percent in 2022 because of conflict-re-

lated constraints to oil production. In

2022 fiscal policy turned highly expan-

sionary, with total spending increasing

by 49 percent and the public wage bill,

specifically, by 53 percent. Higher food

prices due to the impacts of Russia’s

invasion of Ukraine have increased

pressures on vulnerable households.

Key conditions and
challenges

A ceasefire and the formation of the Gov-
ernment of National Unity reflected po-
tentially positive developments toward
peace resolution. However, the absence
of national elections and the creation of
a competing government in 2022 have
added complexity to the picture, with
limited progress being made toward
reaching an agreement on a roadmap for
elections. While the security situation has
overall experienced some improvements –
which can bring some benefits to econom-
ic development – the war in Ukraine – on
the other side – contributed to creating
additional pressure.
The Libyan economy remains highly de-
pendent on the oil sector. A disruption
of oil production or a decrease in inter-
national oil prices can have a rapid and
significant impact on growth and on the
country’s ability to repay its debt that ex-
ceeds US$32 billion, although the large
foreign assets held in its sovereign wealth
fund (the LIA) provide the country with
a significant buffer.

Recent developments

Renewed disruptions in the oil sector im-
pacted both production and exports dur-
ing April to July 2022. The Libyan Na-
tion Army (LNA), based in the eastern

region of Libya, imposed a blockade on
oil production facilities, leading to a sig-
nificant reduction in output (Figure 1).
By April 2022, oil production had plum-
meted to 400,000 barrels per day (bpd),
to then resume only in August. By Jan-
uary 2023, the production rebounded to
1.2 million bpd. Against this background,
the economy contracted by 1.2 percent in
2022, with the hydrocarbon sector deflat-
ing by 12 percent. This decline, howev-
er, was partly offset by a 15 percent ex-
pansion of the non-hydrocarbon sector,
under the massive fiscal stimulus imple-
mented by the authorities. Total public
spending increased by 49 percent, includ-
ing 53 percent increase in public wages.
By the end of 2022, inflation, as measured
by the REACH initiative’s Minimum Ex-
penditure Basket (see the Spring Libya
Economic Monitor for more details and
alternative measures of inflation), showed
signs of moderation, although remaining
elevated and mainly driven by the in-
creases in food and housing prices, as
well as electricity costs. The official in-
flation rate only captures price develop-
ments in Tripoli, and reached 4 percent
by end-2022. The Minimum Expenditure
Basket (MEB) indicates that prices peaked
at 38.7 percent (year-on-year) in April
2022, to then hover around 20.7 percent
by the end of the year.
Libya’s public finances lack both unity
and transparency: the two competing
governments have distinct budgets and
severely limited financing options. This
duality, coupled with the National Oil
Corporation (NOC) holding oil receipts
in an escrow account for several months

FIGURE 1 Libya / Oil production and exports
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FIGURE 2 Libya / Inflation in the Minimum Expenditure
Basket (MEB) and its food component
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during 2022, have created significant
challenges to effective public financial
management, resulting in uncertainty
and inadequate allocation of fiscal re-
sources. The Government of National
Unity (GNU) reported a fiscal surplus
of 2.5 percent of GDP in 2022. Public
salaries represent 25.4 percent of GDP,
making it the largest spending category,
and salaries are on an increasing trend.
Subsidies and transfers remain high, at
10 percent of GDP. Capital spending sky-
rocketed to 16.8 percent of GDP, from
9.3 percent in 2021, including an 8.1 per-
cent GDP transfer to NOC to finance
the maintenance and development strate-
gy of oil fields. GNU's revenue increased
by 26.3 percent, driven by hydrocarbon
revenue, which accounts for 98 percent
of the total revenue.
Despite high levels, public debt is con-
sidered sustainable assuming a continu-
ation of hydrocarbon production at cur-
rent lavels. Libya's total gross public
debt amounted to 70.4 percent of GDP

in 2022, also equivalent to 126 percent
of government revenue. The Libyan In-
vestment Authority (LIA), a sovereign
wealth fund, owns assets worth US$
68.4 billion as per the last available
valuation in 2019.

Outlook

Due to the high degree of uncertainty
and fragility that characterizes Libya,
the World Bank refrains from producing
quantitative growth and macro fore-
casts. The country's economic future
hinges significantly on the prospects of
peace and stability.
This being said, for 2023 Bank staff as-
sume a low political equilibrium with
no significant advances but in a con-
tinued context of relative security. The
GNU announced its plans to increase
NOC’s hydrocarbon production; under
this hypothesis, oil production could

potentially reach 1.4 million barrels
per day in 2023 and 2 million barrels
per day within the next 3 to 5 years.
Additionally, growth of the non-hy-
drocarbon sector is also expected to
support GDP expansion in 2023, as
the increase in government expendi-
ture and salaries will boost domestic
demand. The resultant current account
surplus is expected to partially allevi-
ate part of the liquidity shortages and
inflationary pressure.
Downside risks to the outlook remain
elevated. Political tensions and competi-
tion between the rival governments will
likely continue to impact the good func-
tioning of state institutions, thus im-
peding the ability to deliver public ser-
vices. A protracted global economic de-
celeration would reduce global oil de-
mand, thereby translating into reduced
exports and government revenues for
Libya, with knock-on effects on econom-
ic growth, fiscal and current account
balances, as well as foreign reserves.

TABLE 2 Libya / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e
Real GDP growth, at constant market prices -29.8 31.4 -1.2

Real GDP growth, at constant factor prices -29.8 31.4 -1.2
Agriculture -30.1 31.4 10.0
Industry -34.6 45.0 -9.9
Services -21.1 11.1 15.0

Inflation (Consumer Price Index) 1.4 2.8 4.6
Current Account Balance (% of GDP) -9.8 13.9 14.5

Fiscal Balance (% of GDP) -35.2 11.0 2.5
Revenues (% of GDP) 35.4 58.8 59.0
Debt (% of GDP) 238.2 87.0 70.4
Primary Balance (% of GDP) -35.2 11.0 2.5

GHG emissions growth (mtCO2e) -14.0 17.2 -5.8
Energy related GHG emissions (% of total) 25.5 35.3 29.0

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
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MOROCCO
Table 1 2022
Population, million 37.5

GDP, current US$ billion 135.8

GDP per capita, current US$ 3626.0

National poverty ratea 4.8

Lower middle-income poverty rate ($3.65)a 9.8

Gini indexa 39.5

School enrollment, primary (% gross)b 113.4

Life expectancy at birth, yearsb 73.9

Total GHG emissions (mtCO2e) 95.4

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2014).
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Morocco has undergone a sharp decelera-

tion due to domestic and international

shocks: a drought and high commodity

prices. This triggered supply-driven infla-

tionary pressures that have broadened,

disproportionately affecting poorer house-

holds. The authorities’ anti-inflationary

measures have included the maintenance

of untargeted subsidies, regulated prices,

and a moderate monetary tightening. On-

going reforms should allow for a more

cost-effective and equitable response to fu-

ture shocks. Growth is expected to accel-

erate in 2023 as shocks begin to dissipate.

Key conditions and
challenges

The government is implementing reforms
to accelerate growth and inclusion. After
universalizing access to the national
health insurance scheme, a targeted cash
transfer program is planned for 2023. Pri-
vate sector reforms are also underway as
the new Mohammed VI investment fund
has become operational, a state hold-
ing will absorb and streamline Morocco’s
SOE sector, and a new Investment Char-
ter has been approved.
After a long period of price stability, infla-
tion has surged, particularly for food and
energy products. The government has sup-
ported citizens’ purchasing power with
price subsidies on butane gas, electricity,
flour, and sugar. However, these subsidies
are costly. While dampening the effect of in-
flation, price increases were more pro-
nounced for poorer households, given that
food absorbs almost 50 percent of their con-
sumption basket. Once in place, the new so-
cial protection system will provide more
cost-effective and equitable instruments to
mitigate the impacts of economic shocks.
Morocco is heavily exposed to climatic
shocks. Due to their impact on agricultur-
al production, rainfall shocks explain 37
percent of GDP growth volatility, and the
2022 drought alone accounted for almost
half of the deceleration that took place
that year. Morocco has traditionally coped
with water scarcity through dams and irri-
gation investments. But the latest drought

has coincided with historically low water
reserves, severely reducing the availability
of water for irrigation. The government is
accelerating desalination projects while
exploring options to improve water valu-
ation and rationalize demand.

Recent developments

Real GDP growth plummeted from 7.9 to
1.2 percent between 2021 and 2022. This
deceleration unfolded asymmetrically: the
agricultural sector contracted by 15.1 per-
cent due to the drought; the manufactur-
ing sector stagnated due to higher pro-
duction costs and weaker global demand;
services expanded by 5.1 percent, sup-
ported by the recovery of tourism. The
commodity shock, Morocco’s reliance on
imported energy and food, and a stronger
dollar increased the dirham-value of im-
ports by 39.6 percent. Despite the solid
performance of exports and workers’ re-
mittances, the current account deficit
widened from 2.3 to 4.1 percent of GDP,
a substantial part of which was financed
with FDI inflows.
The supply-driven inflationary surge has
become more broad-based, pushing core
inflation to 8.2 percent in January 2023.
Although the central bank has increased
the policy rate by 100 basis points to
2.5 percent, monetary policy remains ac-
commodative. The government’s anti-in-
flationary policies have helped contain
prices pressures for products that repre-
sent 22 percent of the consumption basket.
But the budgetary cost of price subsidies

FIGURE 1 Morocco / Real GDP growth and sectoral
contributions to real GDP growth
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FIGURE 2 Morocco / Actual and projected poverty rates and
real GDP per capita

0

5000

10000

15000

20000

25000

30000

35000

40000

0

10

20

30

40

50

60

70

2006 2008 2010 2012 2014 2016 2018 2020 2022 2024
International poverty rate Lower middle-income pov. rate

Upper middle-income pov. rate Real GDP pc

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

Source: World Bank. Notes: see Table 2.

MPO Apr 23166



has increased to 3 percent of GDP. The dy-
namism of tax and non-tax revenues, how-
ever, allowed for a reduction of the budget
deficit from 5.5 to 5.1 percent of GDP.
Ongoing shocks are having significant im-
pacts on welfare. But the higher inflation
undergone by poorer households could
have increased poverty by up to 2.1 per-
centage points. The household confidence
index has reached a 14-year low, with 83
percent of respondents declaring a deteri-
oration of their living standards. In 2022,
174 thousand jobs were lost in rural areas,
where the incidence of poverty is higher.
Urban labor markets performed better,
with 150 thousand jobs created in 2022.

Outlook

GDP growth is expected to accelerate to
3.1 percent of GDP in 2023 under the as-
sumption of a return to an average crop.
This would boost agricultural growth to

8 percent. Non-agricultural GDP growth
is projected to decelerate from 3.2 to
2.5 percent due to weak global growth,
tighter financial conditions, and the im-
pact of inflation on consumption and
investment. As the recovery of tourism
firms is up, the services export should ex-
pand by 3.1 percent, while the manufac-
turing sector is more likely to be impact-
ed by the European economic slowdown.
Declining commodity prices should help
contain inflation to 4 percent in 2022-2023.
They will also contribute to a reduction in
the current account deficit, from 4.1 to 3.7
percent of GDP. Despite the fiscal cost of
the ongoing health and social protection
reform, recent tax measures and the gov-
ernment’s public asset monetization oper-
ations should lead to a slight reduction of
the budget deficit from 5.1 to 4.6 percent
of GDP. This trend should be maintained
over the medium-term if the government
succeeds at financing the new cash transfer
program by withdrawing price subsidies,
as currently planned.

Risks to this outlook are tilted to the
downside. Although the beginning of the
2022-23 agricultural campaign has been
relatively humid, the agricultural sector’s
performance will ultimately depend on
how highly erratic precipitations evolve.
Should a new drought materialize, the
overall growth rate could drop by up to
1 p.p. Weaker global growth and new
disruptions in commodity markets could
dent Morocco’s growth while continuing
to feed inflation. Meeting the govern-
ment’s medium-term fiscal targets will
depend on the success of asset mone-
tization operations and politically chal-
lenging subsidy reform.
The rebound of agricultural production
should help improve rural employment,
and thus reduce poverty. But the per-
sistence of inflationary pressures could
continue to erode households’ purchasing
power and welfare. The new cash transfer
program to be deployed later this year
will help increase the disposable income
of poorer households.

TABLE 2 Morocco / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -7.2 7.9 1.2 3.1 3.3 3.5

Private Consumption -5.6 8.2 2.2 2.4 3.1 3.3
Government Consumption -0.5 5.6 5.4 6.7 3.5 3.1
Gross Fixed Capital Investment -10.0 9.3 1.7 2.1 3.5 3.5
Exports, Goods and Services -15.0 8.7 21.3 5.2 9.8 13.1
Imports, Goods and Services -11.9 11.8 19.0 4.6 8.0 10.1

Real GDP growth, at constant factor prices -7.0 7.8 1.2 3.2 3.3 3.6
Agriculture -7.1 17.6 -15.1 8.0 2.5 4.0
Industry -5.2 6.8 0.4 1.6 3.0 3.2
Services -7.9 6.4 5.1 3.1 3.5 3.6

Inflation (Consumer Price Index) 0.7 1.4 6.6 4.0 4.3 2.3

Current Account Balance (% of GDP) -1.2 -2.3 -4.1 -3.7 -3.5 -3.3
Net Foreign Direct Investment Inflow (% of GDP) 0.8 1.2 1.5 1.5 1.5 1.4

Fiscal Balance (% of GDP) -7.1 -5.5 -5.1 -4.6 -4.0 -3.5
Revenues (% of GDP) 27.0 25.5 26.6 26.8 26.0 25.5
Debt (% of GDP) 72.2 68.9 69.4 69.0 67.9 67.5
Primary Balance (% of GDP) -4.6 -3.4 -3.1 -2.6 -2.0 -1.5

International poverty rate ($2.15 in 2017 PPP)a,b 0.7 0.6 0.6 0.5 0.5 0.4

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 6.0 5.0 5.0 4.7 4.3 3.9

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 32.2 28.7 28.6 27.6 26.4 25.0

GHG emissions growth (mtCO2e) -4.1 5.1 3.8 2.3 3.3 3.1
Energy related GHG emissions (% of total) 72.7 73.9 75.0 75.2 75.7 76.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2013-ENCDM. Actual data: 2013. Nowcast: 2014-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2013) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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OMAN
Table 1 2022
Population, million 4.6

GDP, current US$ billion 109.8

GDP per capita, current US$ 23987.3

School enrollment, primary (% gross)a 104.1

Life expectancy at birth, yearsa 74.8

Total GHG emissions (mtCO2e) 119.4

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

Supported by the revival of the hydro

and non-hydrocarbon sectors, Oman’s

economy performed strongly in 2022.

Despite the downturn in global activity,

the outlook continues to be encouraging

driven by increased production capacity

and accelerated implementation of struc-

tural reforms. Fiscal and external bal-

ances are projected to remain in surplus

but moderate in the medium term, plac-

ing debt on a downward trajectory. A

breakout of new COVID-19 variants,

uncertainty surrounding the global oil

market, tighter global financial condi-

tions, and increased inflationary pres-

sures remain key challenges.

Key conditions and
challenges

Oman’s economy is continuing its recovery
after the sharp pandemic-induced recession
in 2020. Recognizing the macroeconomic
uncertainty stemming from the twin
shocks in 2020 that amplified fiscal and ex-
ternal vulnerabilities, the government com-
mitted to implementing strong fiscal and
structural reforms under its Medium-Term
Fiscal Balance Plan (MTFP) for 2020-24.
High hydrocarbon revenues and substan-
tial fiscal consolidation under the MTFP
have improved fiscal and external bal-
ances considerably. The fiscal adjustment
includes both expenditure rationalization
such as a lower wage bill, streamlining
capital expenditure, subsidy reforms, as
well as revenue reforms such as the intro-
duction of a VAT. While central govern-
ment debt sustainability improved due to
high oil prices and fiscal adjustment, debt
remains vulnerable to shocks (e.g., prima-
ry balance, GDP growth, exchange, and
interest rate fluctuations).
The economic outlook remains favorable,
lifted by cyclical and structural factors in-
cluding higher hydrocarbon windfall, ac-
celerated implementation of reforms un-
der Vision 2040 and MTFP, and planned
investments. Picking up speed with cli-
mate adaptation, mitigation, and transi-
tion management could spur greener
growth and mitigate climate risks. How-
ever, key risks to the outlook arise from
recurring COVID-19 related-disruptions,

the uncertainty surrounding the global
economy and oil prices, tighter-than-ex-
pected global financial conditions, in-
creased inflationary pressures, which
could delay implementation of fiscal ad-
justment and heighten financing risks in
the medium-term.

Recent developments

Oman’s economy is recovering well from
the COVID-19 shock largely thanks to the
buoyant hydrocarbon sector and a strong
recovery in high-contact sectors. Official
data show that the real economy grew by
4.5 percent in the Q3 2022 y/y led by a 12
percent growth in the hydrocarbon sector.
The non-hydrocarbon economy rebound-
ed by 1.6 percent during the same period
boosted primarily by the services sector.
The latter grew by 5 percent due to the
sharp expansion in transportation and
storage sub-sectors. As such, overall GDP
growth is estimated to edge up by 5 per-
cent in 2022. Inflation accelerated to an av-
erage of 2.8 percent in 2022 reflecting the
recovery of domestic demand and rising
global inflationary pressures.
Oman’s overall fiscal balance posted a
comfortable surplus of over 5 percent of
GDP by end-2022, the first surplus since
2013. This improvement stems from both
the revenue and expenditure sides. A sub-
stantial increase in budgetary revenues
(42.3 percent) during the first ten months
of 2022 (10M-22) was spurred by higher
hydrocarbon receipts (up by over 50 per-
cent y/y) and the implementation of MTFP

FIGURE 1 Oman / Real annual GDP growth
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FIGURE 2 Oman / General government operations
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measures. On the expenditures side, the
government maintained fiscal prudence by
containing the public wage bill and other
current expenditures. As a result, Oman’s
fiscal position shifted to over US$3.0 bil-
lion surplus (3.1 percent of GDP) during
10M-22, against a US$2.6 billion deficit (3.0
percent of GDP) for the same period last
fiscal year. The positive fiscal develop-
ments are estimated to have reduced the
debt-to-GDP ratio to 43 percent in
2022—from over 62 percent in 2021.
Similarly, the trade balance surplus
widened in the first 10M-22 to US$22 bil-
lion (20 percent of GDP) compared to
US$9 billion (10 percent of GDP) during
the same period of last year. The surplus
is driven by higher merchandised ex-
ports, of which 75 percent is hydrocar-
bon-based. Higher hydrocarbon prices
and fiscal adjustments are estimated to
shift the current account balance into a
surplus of almost 6 percent of GDP in
2022. As a result, gross foreign assets
reached a record high of US$17.5 billion
as of December 2022.
Based on ILO estimates, Oman’s labor
market continues a slow recovery from the
impact of the pandemic but is not expected
to fully rebound by 2023. The labor force

participation rate and employment-to-
population ratio are projected to reach 68.2
percent and 66.5 percent respectively in
2023, still around two percentage points
below their 2019 levels. According to the
most recent monthly statistical bulletin,
employment has expanded faster in the
private sector than in the public sector. The
unemployment rate is expected by the ILO
to remain elevated at around 2.5 percent,
with recovery slower among women than
among men. Unemployment rates contin-
ue to be higher among young adults, with
the highest rates among young women
(projected at 26.9 percent for 2023).

Outlook

Oman’s economy is forecast to continue
to grow driven by increased hydrocarbon
production capacity, and accelerated im-
plementation of structural reforms under
Vision 2040, but at a slower pace as global
demand for oil weakens. Overall growth
is projected to moderate to 4.3 percent in
2023 and to slow down further thereafter,
reflecting softening global demand. How-
ever, the hydrocarbon sector will remain

the driving force of the economy, which is
projected to grow by over 9 percent in 2023
aided by the development of new natural
gas fields. The non-oil economy is antic-
ipated to continue its recovery trajecto-
ry and grow by almost 3 percent in 2023
supported by frontloading of infrastruc-
ture projects, increased industrial capacity
from renewable energy, and the tourism
sector. Inflation is forecast to slow to an
average of 2 percent during 2023-25 on
rising interest rates, government subsi-
dies, and lower commodity prices.
Despite the projected decline in the hy-
drocarbon prices in the forecast period,
Oman’s overall fiscal balance is expected
to remain in surplus averaging nearly
2.3 percent of GDP in 2023-25 assuming
continued implementation of fiscal adjust-
ment measures under MTFP.
The current account is projected to remain
in a comfortable surplus over the medium
term as higher liquified natural gas ex-
ports will partially compensate for the de-
cline in hydrocarbon prices. This will help
Oman to rebuild its foreign reserves,
which are projected to exceed US$24 bil-
lion in 2023-25 (6 months of imports), and
improve the country’s resilience against
external shocks.

TABLE 2 Oman / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -3.4 3.1 5.0 4.3 2.4 2.5

Private Consumption 9.6 6.8 4.2 3.5 2.9 3.0
Government Consumption -14.0 0.9 3.3 1.6 1.3 2.5
Gross Fixed Capital Investment 1.8 -1.5 4.6 4.1 3.0 3.1
Exports, Goods and Services -14.6 14.2 13.0 6.0 3.5 3.2
Imports, Goods and Services -8.9 2.7 6.6 5.2 4.8 4.9

Real GDP growth, at constant factor prices -3.4 3.1 5.0 4.3 2.4 2.5
Agriculture 14.3 9.0 2.2 2.8 1.9 1.5
Industry 0.0 1.1 4.6 4.1 3.5 3.3
Services -8.1 5.3 5.6 4.6 1.1 1.5

Inflation (Consumer Price Index) -0.9 1.5 2.8 2.3 2.1 1.9

Current Account Balance (% of GDP) -16.2 -4.9 5.7 3.5 2.3 1.6
Net Foreign Direct Investment Inflow (% of GDP) 4.7 5.0 -2.0 -1.0 -0.5 -0.2

Fiscal Balance (% of GDP) -15.7 -3.2 5.4 2.5 2.7 1.7
Revenues (% of GDP) 28.9 33.0 36.7 34.0 34.1 33.4
Debt (% of GDP) 69.5 62.8 42.7 42.2 41.8 41.0
Primary Balance (% of GDP) -12.6 0.0 8.1 5.4 5.6 4.7

GHG emissions growth (mtCO2e) 7.5 4.2 6.2 4.7 3.8 4.3
Energy related GHG emissions (% of total) 70.9 71.5 72.5 73.1 73.4 73.8

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
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PALESTINIAN
TERRITORIES
Table 1 2022
Population, million 5.0

GDP, current US$ billion 19.4

GDP per capita, current US$ 3846.4

Upper middle-income poverty rate ($6.85)a 20.5

Gini indexa 33.7

School enrollment, primary (% gross)b 94.0

Life expectancy at birth, yearsb 74.4

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2016), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

The Palestinian economy’s post-pandem-

ic recovery continued during 2022, al-

beit at a slower rate compared to the

2021 rebound. Despite a significant nar-

rowing of the deficit in 2022, the fiscal

situation remains critical, in a context

of a rigid expenditure envelope and very

low external aid. This has forced the

Palestinian Authority to accrue large ar-

rears to the private sector and public

pension fund and to pay partial salaries

to public employees. The outlook re-

mains precarious and subject to political

stability and security conditions.

Key conditions and
challenges

The Palestinian economy remained stag-
nant for years prior to the recent crises em-
anating from the COVID-19 pandemic and
the Russian invasion of Ukraine. During
2017-19, annual GDP growth averaged a
mere 1.3 percent due to ongoing Israeli re-
strictions, recurrent hostilities, the internal
divide between the West Bank and Gaza,
and falling aid inflows. The economy, in
recent years, has been driven by factor ac-
cumulation rather than improvements in
productivity, and growing slower than the
population, resulting in decreasing per
capita incomes and rising poverty. Even
though gross investment has been robust
in recent years, the bulk of it has been
channeled into non-tradable activities
rather than sectors that could help boost
growth and job creation. The combination
of sluggish productivity and the complex-
ity of political, security, and health risks
have inhibited investment, with very low
net FDI levels in the last 5 years.
Subnational trends paint a highly diver-
gent picture. In 2021, GDP per capita in
Gaza was estimated at US$1,440 - around
a quarter of the West Bank’s, where it ex-
ceeded US$5,300. In 2016/17, around 20.5
percent of Palestinians lived below the
upper-middle income poverty line ($6.85
2017 PPP a day), according to the latest
national household survey. Poverty is sig-
nificantly more prevalent in Gaza, with
almost half of the population living below

the poverty line in 2016/17, compared to
less than 10 percent in the West Bank.

Recent developments

In 2022, the Palestinian economy contin-
ued its rebound from the COVID-19 shock,
and real GDP growth reached 3.6 percent,
year-on-year (y-o-y). The easing of
COVID-related measures allowed the
economy to expand driven by consump-
tion, which in turn prompted the growth
of the wholesale and retail trade sector, as
well as services. The increase in the num-
ber of Palestinians working in Israel and
the settlements also aided the recovery, as
the average daily wage of these workers
is more than twice as high as that paid in
the Palestinian territories, implying a larg-
er impact on aggregate demand. Despite
this positive trajectory, the economy is yet
to rebound to its pre-pandemic level.
Stronger aggregate demand, coupled with
rising global commodity prices and the
supply-side shocks determined by the war
in Ukraine, generated an inflationary push
that brought the CPI up to 3.7 percent (y-o-
y) in 2022, from negative territory in 2020.
On the other hand, the appreciation of the
Israeli Shekel (i.e., the main currency in cir-
culation in the Palestinian territories) con-
tributed to mitigating inflation, in compar-
ison to other countries in the region.
The economic recovery and reforms sup-
ported revenue mobilization, while the
authorities kept public expenditure con-
tained by reducing transfers, in 2022.
Thus, the overall fiscal deficit (after grants)

FIGURE 1 Palestinian territories / Real GDP growth and
contributions to real GDP growth
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FIGURE 2 Palestinian territories / Actual and projected
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and after accounting for the deductions
made by Israel from VAT and import taxes
collected on behalf of the Palestinian Au-
thority declined from 5.7 percent of GDP
in 2021 to 1.8 percent in 2022. The deficit
has been largely financed by the accu-
mulation of arrears to the private sector,
the public pension fund, and public em-
ployees (as the Palestinian Authority has
been paying 80 percent of public sector
salaries, while protecting the lowest earn-
ers, since November 2021).
Unemployment remained high in 2022, at
24.4 percent, despite marginal improve-
ments from 2021. This overall rate, how-
ever, masks wide regional divergences. In
the West Bank, unemployment stood at
13.1 percent in 2022, while it reached 45.3
percent in Gaza, reflecting the devastat-
ing implications of the movement and ac-
cess restrictions on the Strip that have
created a nearly closed economy.
Based on GDP per capita growth trends,
it is estimated that the poverty rate
spiked to 26.5 percent in 2020, an in-
crease of around 6 percentage points

from 2016 (latest available official data).
As the impact of the pandemic receded
over the course of 2021 the poverty rate
is estimated to have declined to 24.5
percent in 2022. These rates represent a
population of approximately 1.25 million
people who are deemed poor.

Outlook

Growth is projected to soften over the
forecast period. Under a baseline scenario
which assumes: a continuation of the re-
strictions on movement and access, the
persistence of the internal divide between
the West Bank and Gaza, and stagnating
aid levels, growth of the Palestinian
economy is expected to hover around 3
percent over the forecast period, imply-
ing a stagnation in real incomes. Conse-
quently, the poverty rate is projected to
reach 24 percent by 2025.
On the fiscal front, revenues as a share of
GDP are projected to further grow over the

forecast period driven by the PA’s contin-
ued efforts to implement the revenue strate-
gy (2022-2025). On the spending side, fiscal
expenditures are projected to decline grad-
ually as a percentage of GDP given the au-
thorities’ plans to rationalize spending, es-
pecially on the wage bill. The overall fiscal
deficit, including grants and deductions
from clearance revenues, is thus expected to
decline to 0.9 percent of GDP by 2025.
Downside risks remain elevated. A fur-
ther decline in public consumption may
negatively impact growth especially as
the PA may resort to further spending
cuts if aid levels do not recover. Follow-
ing the recent election of a new Israeli gov-
ernment, tensions have increased as has
uncertainty regarding political and securi-
ty developments, which could exacerbate
macro and fiscal risks. Internal decisions
under discussion by the new Israeli gov-
ernment may negatively impact the Israeli
currency and economy which, in turn,
could weigh heavily on economic out-
comes on the Palestinian side given the
strong links between both economies.

TABLE 2 Palestinian territories / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -11.3 7.1 3.6 3.0 3.0 3.0

Private Consumption -13.1 7.5 3.6 4.1 3.2 3.2
Government Consumption 0.3 10.3 -2.4 -2.6 2.2 2.3
Gross Fixed Capital Investment -20.9 13.7 7.3 5.0 3.5 3.5
Exports, Goods and Services -11.2 17.3 5.5 3.8 3.8 3.8
Imports, Goods and Services -14.2 14.8 5.6 3.6 3.6 3.6

Real GDP growth, at constant factor prices -12.0 6.2 3.7 3.0 3.0 3.0
Agriculture -9.1 -0.7 -4.2 -2.0 -1.0 0.0
Industry -19.4 4.5 7.7 3.0 3.0 3.0
Services -10.0 7.5 3.4 3.5 3.4 3.2

Inflation (Consumer Price Index) -0.7 1.2 3.7 1.6 1.2 1.2

Current Account Balance (% of GDP) -12.3 -8.2 -8.9 -8.6 -8.5 -8.5
Net Foreign Direct Investment Inflow (% of GDP) 0.9 1.0 1.0 1.0 1.0 1.0

Fiscal Balance (% of GDP) -7.5 -5.7 -1.8 -1.4 -1.2 -0.9
Revenues (% of GDP) 25.2 24.6 25.8 25.8 26.0 26.1
Expenditure (% of GDP) 32.6 30.3 27.6 27.2 27.1 27.1
Debt (% of GDP) 55.5 55.8 52.6 52.0 51.5 50.8
Primary Balance (% of GDP) -7.1 -5.1 -1.1 -0.7 -0.5 -0.2

International poverty rate ($2.15 in 2017 PPP)a,b 0.9 0.8 0.8 0.8 0.8 0.8

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 4.7 4.4 4.3 4.3 4.1 4.0

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 26.4 24.8 24.5 24.3 24.2 24.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2016-PECS. Actual data: 2016. Nowcast: 2017-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2016) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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QATAR
Table 1 2022
Population, million 2.9

GDP, current US$ billion 225.3

GDP per capita, current US$ 78219.6

School enrollment, primary (% gross)a 102.2

Life expectancy at birth, yearsa 79.1

Total GHG emissions (mtCO2e) 137.3

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

The FIFA World Cup hosted in Qatar

in November and December 2022 pro-

vided a near-term boon to the economy

despite tightening global financial condi-

tions and declining commodity prices.

Large external and fiscal surpluses are

anticipated in the medium term support-

ed by the development of the North

Field LNG expansion project. Key risks

to the outlook include a breakout of new

COVID-19 variants, tighter global fi-

nancial conditions, and volatile energy

prices. Diversification continues to be

the main challenge for the economy.

Key conditions and
challenges

The FIFA World Cup, which began in
late November 2022, reportedly drew
3.4 million visitors in total. Travel,
tourism and hospitality, and retail
sectors have all gained momentum
and received a major boost during
Q4 2022.
The hydrocarbon sector continues to
benefit from high yet moderating en-
ergy prices. Large surpluses in the
external and fiscal balances are ex-
pected to remain for the next few
years. The main driver of the econ-
omy will be the development of the
North Field Liquified Natural Gas
(LNG) expansion project. Over the
forecast period, investment spending
on this project will support overall
economic growth. LNG production in
2026 and 2027 will rise substantial-
ly supporting industrial output and
boosting exports.
In the medium term, the greatest chal-
lenge that the country faces will be
how to continue to diversify away
from hydrocarbons. In the last ten
years, the size of the hydrocarbon
economy in relation to total GDP has
declined but investments to expand
LNG capacity over the next five years
will reverse this trend. Within this
context, additional structural reforms
would boost Qatar’s goal to further
diversify its economy.

Recent developments

Qatar's Q3 2022 real GDP grew by 4.3
percent with contributions from both
non-hydrocarbon (5.3 percent) and hy-
drocarbon (2.7 percent) sectors. The FIFA
World Cup in November and December
attracted 3.4 million spectators, including
1.2 million international visitors, leading
to increased spending on tourism, food,
and hospitality and boosting Q4 GDP
growth. Despite a slight drop in the Jan-
uary PMI, the Future Output index rose
to a three-year high indicating strong op-
timism for new business opportunities on
the back of the World Cup. In the hydro-
carbon sector, Qatar signed several long-
term supply agreements in November,
including the first Qatari-German LNG
supply contract for at least 15 years, and
the record-breaking 27-year deal with
China. Qatar has already implemented
the first phase of LNG production in
North Field to increase production from
77 million tons to 110 million tons by
2025 and 126 million tons by 2027. This
mega project will further expand Qatar's
already dominant position in the LNG
global market.
Higher domestic demand led to a signif-
icant increase in inflation, with consumer
prices rising 5.9 percent in December. In
mid-December, the Qatar Central Bank
(QCB) raised its key policy interest rate
by 50 basis points to 5 percent. The rise
in interest rates and a strong currency
(pegged to the US dollar) prevented a
full passthrough of higher import prices

FIGURE 1 Qatar / Annual real GDP growth
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FIGURE 2 Qatar / Fiscal balance
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to consumers and businesses. The QCB
maintained its policy rate in February,
in contrast to the Fed's hike, as inflation
eased to 4.2 percent in January as some
domestic demand-side pressures associat-
ed with the World Cup started to fade.
High hydrocarbon prices have materially
strengthened fiscal and external balances,
resulting in a large fiscal surplus of 13.2
percent of GDP and an external balance
surplus of 27.5 percent of GDP in Q3.
In Q4, the large influx of World Cup
tourists boosted services export revenues.
International reserves and foreign curren-
cy liquidity witnessed its highest growth,
reaching QAR 230 billion (USD 63.2 bil-
lion) at the end of December 2022.
Thanks to continued labor reforms,
Qatar’s labor market is strengthening. La-
bor mobility has increased following the
dissolution of the kafala sponsorship sys-
tem. Almost 350,000 applications to
change jobs were approved between No-
vember 2020 and August 2022, signif-
icantly outpacing the estimated 27,000
people who changed jobs in 2018 and
2019. However, progress is still needed
in communicating the new process for
changing jobs and deterring retaliatory
behavior by employers as well as im-
proving working conditions. Expanded
electronic monitoring of payments and
more channels for raising complaints

and resolving disputes have contributed
to an increase in the amount paid out
from the Workers’ Support and Insur-
ance Fund in 2022 relative to the previ-
ous year, but it can still take a long time
for cases to be processed. As of October
2022, more than 70 private and public
entities had established joint committees
of management and worker representa-
tives to facilitate social dialogue.

Outlook

Real GDP is estimated to slow down to
3.3 percent in 2023 after the strong per-
formance registered in 2022, with the hy-
drocarbon sector expanding by 0.8 per-
cent. The North Field expansion project
is expected to boost the hydrocarbon
sector in the medium term once the
field enters commercial operation. Robust
growth is anticipated during this year
in the non-hydrocarbon sectors, reaching
4.3 percent, driven by private and public
consumption. Consumer prices are pro-
jected to decelerate, averaging 3.2 percent
in 2023, on the back of tightening global
financial conditions and declining inter-
national commodity prices.
With falling, but still-high, international
energy prices, the twin-balance surpluses

are projected to narrow but remain
large in 2023 compared to 2022. Specif-
ically, the external and fiscal balances
are projected to reach 15.9 and 6.5 per-
cent of GDP in 2023, respectively. The
strength of Qatar's hydrocarbon sector
(currently the largest LNG exporter and
third largest producer) underpins the
strong performance of the economy. Al-
though the bidding process related to
the first phase of the expansion of the
North Field intensified, there is no evi-
dence that investments have been accel-
erated beyond what had been planned
prior to the Russian invasion of Ukraine
(i.e., an increase in LNG production by
60 percent by 2027).
The much-delayed introduction of val-
ue-added tax (VAT), now expected to
come into effect during 2023, will offset
some of the declines in hydrocarbon
revenue and support the budget bal-
ance. Notwithstanding a softening of
global hydrocarbon prices in the medi-
um term, the expansion of LNG produc-
tion through 2027 should boost the cu-
mulative increase in Qatar's total GDP
by at least 15 percent. However, the
economy continues to face challenges
and risks, including the potential emer-
gence of new COVID-19 variants, fluc-
tuations in energy prices, and tightening
global financial conditions.

TABLE 2 Qatar / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -3.6 1.5 4.6 3.3 2.9 3.1

Private Consumption -5.6 3.4 5.1 3.0 2.6 2.6
Government Consumption 10.3 2.8 4.1 3.0 2.5 2.8
Gross Fixed Capital Investment -3.1 2.3 3.1 2.4 2.1 2.3
Exports, Goods and Services -6.8 2.4 5.4 5.1 4.9 4.5
Imports, Goods and Services -2.7 4.7 6.5 6.1 6.1 6.0

Real GDP growth, at constant factor prices -3.6 1.5 4.6 3.3 2.9 3.1
Agriculture 18.5 0.5 3.4 3.0 3.0 2.9
Industry -3.2 0.7 5.2 3.9 3.1 3.1
Services -4.4 3.1 3.3 2.2 2.6 3.0

Inflation (Consumer Price Index) -2.7 2.3 5.0 3.2 2.1 1.8
Current Account Balance (% of GDP) -2.5 14.6 22.5 15.9 12.1 10.9

Fiscal Balance (% of GDP) -2.1 0.2 8.4 6.5 5.3 5.0
Revenues (% of GDP) 32.6 27.5 38.8 37.7 35.5 34.8
Primary Balance (% of GDP) -0.3 1.8 9.6 7.5 6.3 6.0

GHG emissions growth (mtCO2e) 2.8 6.5 9.3 7.5 7.9 8.5
Energy related GHG emissions (% of total) 76.5 77.8 79.5 80.8 82.1 83.4

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
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SAUDI ARABIA
Table 1 2022
Population, million 36.4

GDP, current US$ billion 1019.3

GDP per capita, current US$ 27996.9

School enrollment, primary (% gross)a 102.1

Life expectancy at birth, yearsa 76.2

Total GHG emissions (mtCO2e) 771.4

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

Following the strong performance in

2022, economic growth is expected to

taper off in 2023 driven by stagnant oil

production, as part of OPEC+ agreed

production schedule. Inflation remains

contained supported by relatively strong

US dollar, tight monetary policy, and a

cap on domestic fuel prices. Elevated oil

prices support twin-balance surpluses in

the medium-term. A breakout of new

COVID surges, volatile oil prices, and

tighter-than-expected global financial

conditions are key risks to the outlook.

Key conditions and
challenges

The Saudi Arabian economy is dominat-
ed by oil, and a long-term diversifica-
tion plan (Vision 2030) promotes structur-
al reforms targeting strong, sustained, in-
clusive, greener, and service-led growth.
Accordingly, the Public Investment Fund
(PIF) is aiming to channel SAR150 billion
(US$40 billion) annually into pushing the
diversification agenda forward. Similarly,
the Shareek initiative aims to generate
about SAR5 trillion (US$1.3 trillion) of lo-
cal investment by 2030, helped by the
participation of some of the Kingdom’s
largest companies. Strong emphasis is al-
so being placed on tourism development,
with a view to boosting the sector's con-
tribution to 10 percent of GDP by 2030.
Development opportunities and risks are
both numerous. On the upside, an im-
provement in China's growth
prospects—following the abrupt aban-
donment of its zero covid policy—holds
the promise of stronger demand in Saudi
Arabia's main export market. On the
downside, risks include: new COVID
surges, lower oil prices due to reduced
global activity (especially if the Russian
invasion of Ukraine has lasting effects),
tighter-than-expected global financial
conditions, and procyclical pressures to
spend oil windfalls and deviate from fis-
cal prudence. Delays or digressions in
implementing structural reforms high-
lighted in the Vision 2030, either due

to international shocks or because of the
foreseen comfortable twin-balance sur-
pluses, would reduce prospects for
stronger long-term growth.

Recent developments

The Saudi Arabia economy grew at an
impressive pace in 2022 despite weaker
year-on-year growth in Q4, reflecting the
OPEC+ decision to cut oil quotas from
November onward. Official data suggest
that the economy grew by 8.7 percent
yearly—the fastest growth rate since
2011—supported by the oil sector which
rebounded by a staggering 15.5 percent.
Supported by robust consumer spending,
loose fiscal policy, and improved labor
markets, the non-oil sectors continued to
expand, reaching 4.8 percent y-o-y in
2022. Headline inflation stayed moderate
and well-below the levels recorded in
other comparable countries, with a
(monthly) peak of 3.4 percent being regis-
tered in January 2023.
Ministry of Finance data indicate total ac-
tual outlays exceeding budgeted expen-
ditures by around 19 percent in 2022.
However, booming oil receipts more than
compensated for the loose policy, result-
ing in a fiscal balance surplus of 2.6 per-
cent of GDP—from a deficit of 2.3 percent
of GDP in 2021. As a result, public debt
fell by more than 5 percentage points in
2022, to hover around 25 percent of GDP.
The Q3 2022 balance of payments data
show a current account surplus boom, on
the back of stronger oil receipts—marking

FIGURE 1 Saudi Arabia / Annual real GDP growth
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FIGURE 2 Saudi Arabia / Central government operations
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the largest surplus recorded in eight years.
However, the Saudi Central Bank’s foreign
reserves only increased by $1.6 billion
which suggests that a significant share of
oil revenues being rechanneled by PIF into
investments abroad. Overall, the current
account surplus is predicted to widen to
15.7 percent of GDP in 2022 on the back of
higher oil prices and production levels.
The number of Saudis working in the pri-
vate sector continues to increase. Accord-
ing to administrative data, the number
of Saudi employees in the private sec-
tor in Q3 2022 reached 2.14 million, up
from 1.91 million in Q4 2021. The num-
ber of non-Saudi nationals employed in
the private sector also increased to 7.16
million in Q3 2022 from 6.17 million in
Q4 2021. The overall labor force partic-
ipation rate and employment-to-popula-
tion ratio increased slightly from Q3 2021
to Q3 2022, while the unemployment rate
decreased. The labor force participation
rate among Saudis increased from 49.8
percent to 52.5 percent and the employ-
ment-to-population ratio among Saudis

increased from 44.2 percent to 47.3 per-
cent, while the same indicators decreased
slightly among non- Saudis. Importantly,
the labor force participation rate and em-
ployment-to-population ratio also contin-
ue to increase for Saudi women, reaching
37 percent and 29.4 percent, respectively
in Q3 2022.

Outlook

Following a GDP expansion of 8.7 per-
cent in 2022, economic growth is expect-
ed to decelerate to 2.9 percent in 2023.
Stagnant oil production – as Saudi Arabia
abides by OPEC+ agreed production quo-
ta – will constrain oil sector growth to 0.8
percent. However, as far as oil prices re-
main high, governments will have plenty
of room to keep fiscal policy loose. Fur-
thermore, the backdrop of high oil prices
will support credit growth and soften
the adverse impact of tighter monetary
conditions on consumption. As a result,

the non-oil sectors, which are expected
to grow by 4.1 percent, will cushion the
softening of the oil sector growth. Mean-
while, a relatively strong US dollar, restric-
tive monetary policy, and a cap on domes-
tic fuel prices are predicted to curb poten-
tial upward pressure on prices, thus keep-
ing inflation rate subdued at 2.4 percent.
Despite the continued expansionary fiscal
approach and some reduction in oil re-
ceipts during 2023, the fiscal balance is ex-
pected to register a surplus of 1.7 percent
of GDP—above government’s forecast of
0.4 percent of GDP. As a result, and re-
flecting the reduced financing needs by the
government, the debt-to-GDP ratio is ex-
pected to reach 24 percent of GDP. The off-
budget capital spending by PIF will con-
tinue to remain substantial.
Even with the anticipated fall in oil ex-
port revenue in 2023, due to softening
oil prices and production levels in Saudi
Arabia, exports will continue to dwarf
imports. As a result, the current account
surplus is expected to continue in double-
digits during the forecast period.

TABLE 2 Saudi Arabia / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -4.3 3.9 8.7 2.9 3.3 2.5

Private Consumption -8.1 9.4 6.5 3.6 3.3 3.0
Government Consumption 3.3 0.8 4.5 3.1 2.9 2.5
Gross Fixed Capital Investment -10.4 10.1 10.0 7.2 3.3 3.3
Exports, Goods and Services -10.6 1.0 18.5 1.8 4.2 2.9
Imports, Goods and Services -19.8 8.3 17.4 5.4 4.3 4.3

Real GDP growth, at constant factor prices -4.3 3.9 8.6 2.9 3.3 2.5
Agriculture -1.7 2.6 3.0 2.0 2.0 2.0
Industry -6.0 1.7 10.4 0.8 2.3 1.5
Services -2.2 6.7 6.8 5.5 4.5 3.7

Inflation (Consumer Price Index) 3.4 3.1 2.5 2.4 2.2 2.2

Current Account Balance (% of GDP) -3.1 5.1 15.7 11.0 10.6 10.3
Net Foreign Direct Investment Inflow (% of GDP) 0.1 -0.6 -0.9 -0.9 -1.0 -1.0

Fiscal Balance (% of GDP) -11.1 -2.3 2.6 1.7 1.1 0.6
Revenues (% of GDP) 30.7 31.6 32.3 31.9 30.7 29.5
Debt (% of GDP) 33.7 30.9 25.7 24.6 23.7 24.2
Primary Balance (% of GDP) -10.1 -1.3 3.5 2.7 2.1 1.6

GHG emissions growth (mtCO2e) -0.7 3.6 3.8 2.5 3.7 3.1
Energy related GHG emissions (% of total) 69.8 70.8 70.9 71.2 71.8 72.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
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SYRIAN ARAB
REPUBLIC
Table 1 2022
Population, million 22.1

GDP, current US$ billion 12.4

GDP per capita, current US$ 560.5

School enrollment, primary (% gross)a 81.7

Life expectancy at birth, yearsa 72.1

Total GHG emissions (mtCO2e) 50.3

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

Syria’s real GDP contraction is projected

to widen by 2.3 percentage points to 5.5

percent in 2023 as a result of the devas-

tating earthquake that affected significant

parts of Syria’s northern and western ter-

ritory; the additional contraction is pri-

marily driven by the destruction of physi-

cal capital and disruptions in trade activi-

ty. Earthquake-induced displacement

added about 20 percent to the staggering

count of the 3 million conflict-induced in-

ternally displaced people (IDPs) already

living in affected areas.

Key conditions and
challenges

A decade-long conflict has had devastating
socioeconomic consequences. Although
the intensity of the conflict has declined
from a peak in the mid-2010s, Syria con-
tinues to rank amongst the top countries
in terms of violent deaths. More than half
of Syria’s pre-conflict population remains
displaced, including 6.8 million IDPs and
6.9 million refugees abroad. The destruc-
tion of physical capital, casualties, forced
displacement, and the break-up of eco-
nomic networks have halved the size of
the economy compared to 2010. Nighttime
light emissions suggest that GDP has fur-
ther contracted since 2021, particularly in
regions where conflict is more intense.
Severe drought, damages to the irrigation
infrastructure, and high input costs have
halved agricultural production since 2021.
Economic instability in neighboring
Lebanon and Türkiye, and U.S. sanctions
towards Syria under the Caesar Act have
further exacerbated crisis conditions. After
a decade of war, a severely degraded
healthcare system is preventing an effec-
tive response to a cholera outbreak that
started last summer. With nearly half of
the oil consumption and about one-third of
cereal consumption being imported, high-
er commodity prices following Russia’s in-
vasion of Ukraine, have weakened Syria’s
external position, and are fueling inflation.
The market exchange rate of the Syrian
pound depreciated by about 76 percent

against the U.S. dollar in 2022 alone. Cur-
rency depreciation has been accompanied
by rising inflation, with food prices, as
proxied by the World Food Programme’s
(WFP) minimum food basket price index,
rising by 93 percent in 2022.
Syrian households face ever-growing chal-
lenges in coping with shocks. According
to Humanitarian Needs Assessment Pro-
gramme (NHAP) data, between 2021 and
2022, the share of households having to re-
ly on at least one extreme negative coping
strategy increased from 59 to 76 percent.
Deteriorating welfare conditions are fur-
ther reflected in a higher share of house-
holds having to reduce expenditure on
essential items, being forced to take up
high-risk and exploitative work, or even
having to rely on child labor (Figure 2).
In 2022, only 15 percent of households
report having sufficient income to satisfy
essential needs and close to 50 percent of
households have had to sell their assets –
either productive, unproductive, or both
– in order to make ends meet.

Recent developments

The 7.8 magnitude earthquake that struck
the southern region of Türkiye on Febru-
ary 6, 2023, affected significant parts of
Syria’s northern and western territory. The
human toll of the earthquake on the Syrian
side of the border was significant, with ap-
proximately 6,000 people killed and 12,000
injured. Initial accounts indicate that ap-
proximately 600,000 people have been dis-
placed by the earthquake, adding about

FIGURE 1 Syrian Arab Republic / Real GDP growth and
contributions to real GDP growth

-30

-20

-10

0

10

20

30

2011 2013 2015 2017 2019 2021e 2023f

Private consumption Government consumption
Gross capital formation Net exports
Statistical discrepancy GDP

Percent, percentage points

Sources: Central Bureau of Statistics, Syria and World Bank estimates.

FIGURE 2 Syrian Arab Republic / Share of households
relying on extreme coping strategies

55.5

5.4

3.2

74.1

12.6

6.7

0 10 20 30 40 50 60 70 80

Lower expenditure on
essentials (incl. food)

High risk/exploitative work

Children working

2022 2021

Percent

Source: World Bank staff calculations based on the Summer 2022 HNAP demo-
graphic household survey.

MPO Apr 23176



20 percent to the already higher number
of 3 million IDPs that already lived in the
area affected by the earthquake
Earthquakes and aftershocks caused an esti-
mated $5.2 billion in physical damages and
losses in Syria, according to the World Bank
Syria Earthquake 2023 Rapid Damage and
Needs Assessment (RDNA). The gover-
norate of Aleppo suffered the greatest dam-
ages (44 percent of total damages), followed
by Idlib (21 percent). By sector, the largest
physical damages were incurred in hous-
ing (24 percent of the total), followed by
transport (19 percent of the total) and envi-
ronment (16 percent of the total).
Prices have increased in the aftermath of
the earthquake. According to the WFP,
the nominal prices of key commodities
in the food basket, comprised of bread,
lentils, vegetable oil, sugar, and rice,
increased by about 10 percent in all
of the heavily hit governorates (Aleppo,
Hama, Idleb, and Lattakia) two weeks
after the earthquake. Even in regions
that were not seriously impacted by the

earthquake, the cost of food and other
necessities also increased noticeably.

Outlook

Subject to extraordinarily high uncertain-
ty, the Syrian economy, which was project-
ed to contract by 3.2 percent in 2023 pri-
or to the earthquake, is now projected to
contract by 5.5 percent. On the production
side, the earthquake would adversely im-
pact the production capacity of the coun-
try, mainly through disruptions in physi-
cal capital and trade networks. On the con-
sumption side, higher inflation, which is
projected to rise from 44 percent to 60 per-
cent as a result of supply chain disruptions
and higher transportation costs, would
lead to a contraction in private consump-
tion. Earthquake-related reconstruction ac-
tivity is expected to offset some of these loss-
es, but there is significant uncertainty about
the extent and pace of reconstruction.

The fiscal deficit of the Syrian government
is projected to rise marginally from a pre-
earthquake baseline of 8.6 percent to 8.8
percent of GDP; this is based on the as-
sumption that social and infrastructure
needs in the aftermath of the earthquake
are largely met by foreign aid. The current
account deficit is estimated to increase,
rising from a pre-earthquake baseline
projection of 2.5 percent to around 3.2
percent of GDP, due mainly to higher im-
ports for reconstruction investment.
High levels of pre-existing welfare vul-
nerability limit households’ capacity to
cope with the impact of the earthquake
hence exacerbating the risk of long-lasting
welfare consequences.
Risks to the economic outlook are signifi-
cant and tilted to the downside. These in-
clude, most notably, a slower-than-expect-
ed reconstruction effort, weak private in-
vestment, and limited humanitarian assis-
tance for affected areas. GDP losses would
be materially higher if reconstruction
efforts are delayed.

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

2020 2021 2022e 2023f

Real GDP growth, at constant market pricesa -3.9 -2.9 -3.5 -5.5

Inflation (Consumer Price Index) 114.2 118.8 70.1 60.0
Current Account Balance (% of GDP) -3.2 -2.8 -2.6 -3.2
Fiscal Balance (% of GDP) -8.4 -8.6 -8.4 -8.6

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices.
Notes: e = estimate, f = forecast.
a/ Projections based on nighttime light data.
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TUNISIA
Table 1 2022
Population, million 12.4

GDP, current US$ billion 46.7

GDP per capita, current US$ 3782.6

National poverty ratea 16.6

Lower middle-income poverty rate ($3.65)b 2.2

Gini indexb 32.8

School enrollment, primary (% gross)c 112.3

Life expectancy at birth, yearsc 75.3

Total GHG emissions (mtCO2e) 38.9

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021).
b/ Most recent value (2015), 2017 PPPs.
c/ WDI for School enrollment (2021); Life expectancy
(2020).

Tunisia’s economic outlook remains high-

ly uncertain. After a moderate economic

rebound in 2021, the economy slowed

down in 2022 amid rising global energy

and food prices. The price rally has aggra-

vated the fiscal and current account

deficits through their effects on consumer

subsidies. This exacerbates the already

significant debt sustainability concerns

and financing needs. Accelerating the re-

covery and stabilizing the economy will

require the speedy implementation of

structural reforms.

Key conditions and
challenges

A decade after the 2011 revolution,
Tunisia faces increasingly difficult eco-
nomic conditions. Limited reform imple-
mentation has left the economy closed to
investment and trade and insufficiently
equipped to exploit opportunities in the
global economy. As growth and private
job creation stagnated, the State stepped
in as an employer of last resort and
price stabilizer through subsidies. This
has caused a deterioration of the fiscal
situation under the weight of a large
public sector wage bill, higher energy
and food subsidies, and underperform-
ing state-owned enterprises (SOEs). The
COVID-19 pandemic first and the Rus-
sia’s invasion of Ukraine more recently
have exacerbated these weaknesses.
Tunisia’s growth prospects hinge criti-
cally on timely and decisive structural
reforms to address economic distor-
tions and fiscal pressures. The govern-
ment aims to advance some key re-
forms including: (i) eliminating busi-
ness entry permits and unnecessary li-
censes, (ii) gradually phasing out con-
trols to capital outflows; (iii) reducing
consumer subsidies while compensating
vulnerable households; (iv) improving
the performance of SOEs; (v) making
the tax system fairer; and (vi) reducing
the public sector wage bill. Progress in
these reforms is critical to stabilize the
macroeconomic situation and to secure

a new IMF program which is essential
to mobilize multilateral and bilateral fi-
nancing and regain access to interna-
tional financial markets.

Recent developments

Economic growth has been modest since
the sharp contraction in 2020 due to
COVID-19 (-8.8 percent). The economy
only expanded in real terms by 4.4 per-
cent in 2021 and by 2.5 percent in 2022.
The slowdown in 2022 started during the
second quarter, a likely sign of the fall-
out of the war in Ukraine and higher
global energy and food prices.
The commodity price hike raised the
merchandise trade deficit to 15 percent
of GDP in 2022, up from 10.2 percent
in 2021 (compared to 13.5 percent in
2017-19). This increase drove up the cur-
rent account deficit (CAD) from 6.0 to 8.5
percent of GDP in 2021-22, in spite of the
encouraging trends in tourism receipts
and even more in remittances (which
reached 6.5 percent of GDP compared to
4.6 percent in 2017-19).
The increase in global commodity prices
has also created additional pressures on
public finances, mainly through the en-
ergy and food subsidy bill. This trans-
lated into continued pressure on public
debt, which between 2017 and 2021 had
already increased from 66.9 to 79.9 per-
cent of GDP (without including govern-
ment guarantees and SOE debts).
Banks' liquidity needs increased during
2022, largely driven by the financing

FIGURE 1 Tunisia / Real GDP: Actual, forecast and pre-
COVID-19 trend
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needs of the sovereign and also reflecting
a renewed, albeit moderate, growth of
credits to the economy.
Inflation has risen, driven by higher
global energy and food prices and a
weakening of the Dinar vis-à-vis the
US Dollar. In February 2023, consumer
price inflation increased for the 18th
consecutive month to 10.4 percent, up
from 10.2 percent in January and 6.4
percent in July 2021. Rising inflation
pushed the Central Bank to raise its pol-
icy rate by 175 basis points since May
2022, to 8 percent. However, the re-
al interest rate remains negative which
leaves further room for maneuver.
Even with moderate economic growth,
the unemployment rate declined to 15.2
percent in Q4 2022 from 16.2 percent a
year ago, returning to pre-pandemic lev-
els (15.1 percent in Q2 2019). This is still
one of the highest rates in the region –
and it is particularly high among youth
and women - and it is associated with
a slight year-on-year reduction in labor
force participation (from 47 in Q4 2021 to
46.5 percent in Q4 2022). Hence the net
job creation during the period has been
low with a total of only 13,000 jobs be-
ing created, mainly in the services sec-
tors. Out of these jobs, more than 80 per-
cent were taken by female workers.

Outlook

With a projected growth rate of 2.3 percent
in 2023, the economy appears to be slow-
ing down relatively to the trend in 2021
and even in 2022. This reflects the chal-
lenging global environment and the lack of
structural reforms. With this growth rate,
real GDP would reach its pre-Covid 19 lev-
el in 2023. Growth is expected to eventu-
ally gain ground, but it remains modest at
around 3.0 percent a year over the medi-
um term, dragged by pre-existing struc-
tural weaknesses and the economic con-
sequences of and uncertainty around the
Russian invasion of Ukraine.
Tunisia’s public finance and external ac-
count will remain precarious in the ab-
sence of an IMF program and external fi-
nancing, and uncertain global conditions.
The budget deficit is expected to decline
somewhat to 4.6 percent of GDP in 2023
(compared to 6.6 percent of GDP in 2022),
mainly driven by lower energy subsidies,
a lower wage bill in real terms, and an
increase in tax revenues, particularly indi-
rect. Financing needs are expected to re-
main elevated at around 14.9 percent of
GDP in 2023 due to significant external
debt amortization.

The CAD is projected to moderate some-
what to 8.0 percent of GDP in 2023, mainly
the result of improved terms of trade along
with the continued strength of tourism re-
ceipts and remittances. With FDI projected
to be relatively stable and minimal portfo-
lio investments, foreign lending would still
have to shoulder the financing of the CAD.
The 2023 growth forecast is subject to sig-
nificant downside risks. Growth projec-
tions could be significantly lower should
Tunisia not implement decisive fiscal and
pro-competition reforms and/or should
available financing not be sufficient to cov-
er Tunisia’s external needs, including as a
result of protracted delays in finalizing the
IMF agreement. If these conditions occur,
it may be challenging to secure sufficient
foreign currency in the economy, which
could lead to pressures on the exchange
rates and prices, exerting a negative impact
on economic activity and employment.
Given our baseline growth projections,
poverty using the $3.65/person/day line (in
2017 PPP term) is projected to decline from
2.4 percent in 2022 to 2.1 percent in 2024
and 1.9 percent in 2025. The share of poor
and vulnerable at the upper-middle in-
come country poverty line ($6.85/person/
day in 2017PPP) is projected to decline
under pre-Covid levels after 2024 and
reaching 16.1 percent in 2025.

TABLE 2 Tunisia / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -8.8 4.4 2.5 2.3 3.0 3.0

Private Consumption -5.1 3.0 4.3 2.2 2.9 3.1
Government Consumption -4.1 2.2 -2.2 -0.4 -0.5 -0.5
Gross Fixed Capital Investment -22.4 4.0 4.5 1.4 1.9 -1.7
Exports, Goods and Services -20.0 11.8 5.9 5.0 7.1 4.2
Imports, Goods and Services -16.6 10.9 9.5 3.0 4.6 1.4

Real GDP growth, at constant factor prices -8.7 4.5 2.5 2.3 3.0 3.0
Agriculture 0.4 -2.7 2.0 1.0 3.0 2.0
Industry -10.1 8.7 1.9 1.5 2.0 2.5
Services -9.6 4.1 2.9 2.7 3.3 3.3

Inflation (Consumer Price Index) 5.6 5.7 9.1 10.5 10.0 9.0

Current Account Balance (% of GDP) -6.0 -6.0 -8.5 -8.0 -8.4 -7.8
Net Foreign Direct Investment Inflow (% of GDP) -1.4 -1.1 -1.4 -4.7 -4.9 -5.0

Fiscal Balance (% of GDP) -8.7 -7.6 -6.6 -4.6 -3.4 -2.9
Revenues (% of GDP) 25.5 25.7 28.3 28.3 27.1 26.6
Debt (% of GDP) 77.8 79.9 79.3 76.1 71.7 68.7
Primary Balance (% of GDP) -5.6 -4.8 -3.4 -1.3 -0.2 0.2

International poverty rate ($2.15 in 2017 PPP)a,b 0.2 0.2 0.2 0.1 0.1 0.1

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 2.8 2.5 2.4 2.2 2.1 1.9

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 20.4 19.4 18.8 17.9 17.1 16.1

GHG emissions growth (mtCO2e) -3.6 2.8 3.7 3.9 2.5 2.0
Energy related GHG emissions (% of total) 70.5 71.0 71.5 72.0 72.1 72.1

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2015-NSHBCSL. Actual data: 2015. Nowcast: 2016-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2015) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.

MPO Apr 23179



UNITED ARAB
EMIRATES
Table 1 2022
Population, million 9.5

GDP, current US$ billion 485.9

GDP per capita, current US$ 51149.2

School enrollment, primary (% gross)a 115.4

Life expectancy at birth, yearsa 78.9

Total GHG emissions (mtCO2e) 268.0

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

The UAE’s post-pandemic rebound con-

tinued strongly in 2022 supported by

domestic and global oil demand. Growth

is projected to slow in 2023 to reflect

global economic downturn and cautious

production schedule of OPEC+ alliance.

The twin-balances surplus is projected

to persist in the medium term while in-

flation moderates. Key risks to the out-

look include a breakout of new

COVID-19 variants, tighter global fi-

nancial conditions, volatile oil prices,

and external uncertainties.

Key conditions and
challenges

UAE continues to be the region’s trade, fi-
nancial, and travel hub due to the progress
made in economic diversification and re-
ducing hydrocarbon dependency. Howev-
er, the UAE will increasingly face greater
regional competition for foreign invest-
ment, especially from Saudi Arabia and
Qatar, as these countries adopt economic
plans similar to Abu Dhabi’s Economic
and Environment Vision 2030 and
Dubai’s Industrial Strategy 2030.
Hydrocarbon activity continues to be the
main source of government revenue.
Steps towards diversifying public rev-
enues are in progress with the introduc-
tion of VAT, and most recently, corporate
income tax (CIT) and gradually phasing
out of the business fee structure. The eco-
nomic growth outlook of the non-oil sec-
tor is strong while elevated energy prices
will continue to strengthen external and
fiscal positions.
The main impact of extended Russia’s in-
vasion of Ukraine on UAE’s economy will
be through oil price volatility, global in-
flation, and shocks to the tourism sector.
Domestic monetary policy is set to tight-
en further in line with the US Federal Re-
serve policy, which might dampen eco-
nomic recovery and job creation. The
main risks to UAE's economic growth
are global uncertainty, evolution of the
war in Ukraine, potential global economic
slowdown, and disagreement among

OPEC+ members on production quotas.
In addition, delays or digressions in im-
plementing structural reforms would re-
duce prospects for stronger long-term
growth and employment.

Recent developments

UAE's economic performance was strong in
2022, estimated at 6.6 percent, driven by an
increase in oil production and improve-
ment in the non-oil sectors. Higher oil prices
and loosening of OPEC+ quotas pushed oil
production to an average of 3 mbpd in the
first half of 2022. Meanwhile, non-oil GDP
continued recovery in 2022, estimated at
4.7 percent, driven by strong growth in the
construction and tourism sectors. Private
consumption is expected to further sup-
port non-oil sectors with the launch of
mandatory unemployment benefits for lo-
cal and foreign workers. Business senti-
ment remains positive, although the global
economic slowdown, rising interest rates,
and inflation moderated the Purchasers
Managers Index (PMI) slightly to 54.2 in
February 2023. Headline inflation is esti-
mated at 4.8 percent in 2022 to reflect
strong consumption and investments.
Following the Fed’s tightening monetary
policy, while maintaining the pegged
exchange rate anchor, the Central Bank
of UAE (CBUAE) increased the policy
interest rates six times in 2022. Despite
higher rates, the non-performing loans
to gross total loans ratio continued its
downward trajectory to reflect a strong
economic recovery.

FIGURE 1 United Arab Emirates / Annual real GDP growth
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FIGURE 2 United Arab Emirates / Public finances
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The spike in oil prices and removal of fis-
cal measures related to the private sector
support during COVID-19 contributed to
further widen the fiscal surplus, which
is estimated to reach 7.4 percent of GDP
in 2022. Furthermore, higher oil receipts
and non-oil exports strengthened the cur-
rent account balance. Signing of free-
trade agreements with large Asian and
African markets will further strengthen
non-oil exports and widen external bal-
ance surplus further.
Understanding of poverty, inequality,
and livelihoods in the UAE continues to
be limited due to sparse representative
household and labor data. The labor force
participation rate is expected to reach 82.7
percent in 2023 (ILO), slightly above its
2019 level. Employment rebounded in
2022 to pre-pandemic levels and is expect-
ed to continue to increase in 2023. The un-
employment rate is projected to be 2.7 per-
cent for 2023, a decrease from the height
of the pandemic but still not back to 2019
rates. Unemployment rates remain sub-
stantially higher among young adults ages

15-24 than among adults ages 25 and over.
The gap is especially wide among women,
with projected rates of 18.6 percent and 5.5
percent respectively for 2023.

Outlook

Economic growth in 2023 is expected to
slow compared to 2022 due to a decline in
global economic activity, stagnant oil pro-
duction, and tightening financial condi-
tions. Real GDP is projected to grow by 3.6
percent in 2023 before moderating slightly
over the forecast period. The non-oil sec-
tor is anticipated to grow by 4.2 percent
in 2023 supported by strong domestic de-
mand; particularly in the tourism, real es-
tate, construction, transportation, and
manufacturing sectors. Growth will be fur-
ther strengthened by the implementation
of government’s reform agenda and
CBUAE’s efforts to promote stability, effi-
ciency, and resilience of the financial sys-
tem. Following tighter OPEC+ production

quotas, oil GDP is projected to grow by 2
percent in 2023 before rising to 2.8 and 3
percent in 2024 and 2025, respectively.
Stronger US dollar, tighter monetary pol-
icy, and falling global commodity prices
will keep inflation rates subdued—hover-
ing around 3.4 percent in 2023.
High oil revenues, supported by strong
performance of non-oil sectors, will main-
tain the large fiscal balance surplus,
which is expected to reach 6.2 percent
of GDP in 2023. Implementation of fiscal
revenue reforms, e.g., introduction of CIT,
and maintaining prudent and well-coor-
dinated emirate-specific fiscal anchors
and rules should improve fiscal buffers
and overall fiscal sustainability.
Bilateral free trade agreements with trad-
ing partners will open major markets, rais-
ing non-oil exports and offsetting the glob-
al headwinds. Therefore, it is expected
that the current account balance will
stand at 11.7 and 10.8 percent of GDP in
2023 and 2024, respectively, keeping the
external account in a comfortable position
as oil prices moderate.

TABLE 2 United Arab Emirates / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -6.1 3.5 6.6 3.6 3.4 3.4

Private Consumption -12.5 5.0 5.5 4.7 3.8 3.6
Government Consumption 0.7 1.4 3.4 3.3 3.2 3.2
Gross Fixed Capital Investment 5.8 5.4 5.8 3.7 3.5 3.4
Exports, Goods and Services -7.0 6.7 8.4 4.3 4.4 4.4
Imports, Goods and Services -6.4 8.8 7.4 4.9 4.8 4.7

Real GDP growth, at constant factor prices -6.1 3.5 6.6 3.6 3.4 3.4
Agriculture 6.9 3.8 3.4 3.7 3.9 4.0
Industry -5.5 1.3 8.8 3.4 3.5 3.6
Services -6.9 5.6 4.7 3.7 3.2 3.2

Inflation (Consumer Price Index) -2.1 0.2 5.1 3.4 2.1 2.1
Current Account Balance (% of GDP) 5.9 10.5 13.7 11.7 10.8 10.7

Fiscal Balance (% of GDP)a -5.2 0.3 7.4 6.2 5.6 4.1
Revenues (% of GDP) 28.1 31.1 37.6 36.5 35.4 33.2

GHG emissions growth (mtCO2e) -4.1 7.2 7.0 -0.5 1.0 2.2
Energy related GHG emissions (% of total) 72.6 73.6 74.9 74.6 74.4 74.4

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Consolidated fiscal balance.
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REPUBLIC OF
YEMEN
Table 1 2022
Population, million 33.7

GDP, current US$ billion 22.7

GDP per capita, current US$ 674.4

School enrollment, primary (% gross)a 93.6

Life expectancy at birth, yearsa 64.7

Total GHG emissions (mtCO2e) 21.9

Source: WDI, Macro Poverty Outlook, and official data.
a/ WDI for School enrollment (2016); Life expectancy
(2020).

Economic conditions in Yemen remained

highly volatile in 2022 due to both domes-

tic and external drivers. Humanitarian

needs worsened due to the economic ef-

fects of compounding crises, including

Russia's invasion of Ukraine. During

2022, a temporary nationwide truce, ex-

ternal aid, rising oil prices, and some mo-

mentum on macroeconomic reforms sup-

ported growth. However, the truce ex-

pired in October 2022, renewing stress

on macroeconomic stability. Downside

risks for 2023 include the volatility of aid,

scarcity of foreign exchange, and conflict-

related developments.

Key conditions and
challenges

Several developments supported econom-
ic activity in 2022: (1) a temporary UN-bro-
kered truce; (2) the Internationally Recog-
nized Government's (IRG) President trans-
ferring power to a Presidential Leadership
Council; (3) KSA and UAE announcing a
US$3.3 billion financing assistance pack-
age, including US$2 billion in deposits at
the Central Bank of Yemen (CBY) Aden,
contingent on an Arab Monetary Fund
(AMF)-supported government's reform
program; and (4) IRG monetary and fiscal
policy reforms ushering in a relative ex-
change rate stability in Southern Yemen.
During Q4-2022, positive developments
were reversed. In October, the truce ex-
pired without extension, and Houthis ini-
tiated a series of attacks on IRG oil export
facilities. The attacks continue to constrain
oil exports. As a result, IRG fiscal revenues
and CBY-Aden foreign exchange reserves
decreased. These developments also
caused a decline in public expenditures
– with civil servant salary payments in
IRG-controlled areas taking a toll – a
widening of the current account deficit,
and the risk of renewed stress on the bal-
ance of payments and the currency, given
the low level of CBY's FX reserves.
In February 2023, KSA deposited US$1
billion at CBY-Aden and UAE US$300
million, as part of the announced pack-
age. In spite of this, Yemen's external fi-
nancing needs exceed available resources,

already in 2023. Therefore, economic sta-
bility both in the short and medium run
remains contingent on mobilizing addi-
tional and sustainable external financing.
The conflict has heavily jeopardized oil
sector activity as well as Yemen's capabil-
ity to attract foreign investment. Non-oil
activity suffers from essential services in-
terruption and acute input shortages, com-
pounded by double taxation (from
Yemen's two fiscal authorities) pervasive
corruption, uncoordinated policies, and
the multiplicity of Yemen's institutions.
Declining civil salary payments and
volatile humanitarian assistance have had
disastrous impacts on Yemeni house-
holds' already precarious living condi-
tions. As a result, food insecurity and
poverty are widespread. High food prices
make it difficult for households to meet
their basic needs. Agriculture – the pri-
mary source of subsistence – continues to
be highly exposed to disruptive climate,
environmental, and pest-related events.

Recent developments

Amid a volatile year, according to IMF and
WBG estimates, real GDP grew mildly, by
1.5 percent, in 2022. This tepid growth rate
was nonetheless a notable improvement
following two consecutive years of con-
traction. Growth was driven by private
consumption and was financed mainly
from remittances and official development
aid; given Yemen's prevailing conditions,
a large amount of unrecorded financial
flows also finance economic activity. The

FIGURE 1 Republic of Yemen / Exchange rate trend:
Sana'a and Aden
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hydrocarbon sector acted as a drag on real
GDP growth due to underinvestment and
the Houthis' ongoing export embargo. An
unprecedented series of torrential rains
during the 2022 summer also impacted
production, tapering economic expansion.
Regarding fiscal conditions, during the
first three quarters of 2022, IRG was on
track for a balanced budget; however, the
expiration of the truce and subsequent oil
export constraints significantly curbed rev-
enues. As a result, IRG's fiscal deficit (cash
basis) remained unchanged at 2.2 percent
of GDP in 2022 compared to 2021. The
deficit was financed through monetary
sources, contributing to inflation/deprecia-
tion pressure during Q4-2022.
A combination of domestic and external
factors pushed Yemen's import bill from
46.4 percent of GDP in 2021 to 59.7 percent
in 2022, including (1) the economic re-
bound; (2) the operationalization of Hodei-
da port; and (3) global rising global com-
modity prices. Exports, remittances, and
donor assistance increased, though sig-
nificantly less than imports, resulting in
a markedly wider current account deficit
(14.0 percent of GDP) in 2022 (CBY Aden
data.) The deficit was financed through
one-off financial inflows, including the

liquidation of CBY-Aden foreign currency
reserve accounts held abroad and 50 per-
cent of Yemen's quota from the IMF's
latest SDR allocation. At end-2022, CBY-
Aden’s liquid FX assets stood at less than
one month's worth of imports.
Encouraging reforms improved exchange
rate stability in 2022. Regular FX auctions
prompted greater exchange rate stability
in the Aden market; however, declining
sentiment due to the truce's expiry, and
resumption of inflationary fiscal deficit fi-
nancing, have renewed pressures on the
currency, since late 2022.
The spike in global commodity prices af-
fected Yemen’s inflation rate, which rose
to approximately 30 percent in 2022 (Joint
Market Monitoring Initiative data), though
unevenly between IRG and Houthis areas.
Rising commodity prices, particularly food
prices, negatively impact households pur-
chasing power and consumption, leading
to higher food insecurity and poverty.

Outlook

The macroeconomic outlook for 2023 re-
mains highly uncertain, given the oil export

constraints and ongoing truce negotiations.
Economic stability in the short run hinges
heavily on predictable and sustainable
hard currency inflows and political/mili-
tary developments. Even assuming oil ex-
ports resumption in H2-2023 at H1-2022
levels, we project real economic activity
to contract by 0.5 percentage points dur-
ing 2023. Should a lasting truce or peace
arise, however, Yemen's economy could
register more sustained growth within
months of such an agreement, driven by
an expected rapid rebound of transport,
trade, financial flows and reconstruction
financing. Over the medium term, growth
is conditional on a peace agreement, pru-
dent policymaking, and a robust reform
and recovery effort backed by interna-
tional reconstruction financing.
Risks include a resurgence of hostile activ-
ities caused by regional or domestic ten-
sions, terms of trade shocks, and new nat-
ural disasters. In addition, policy inaction -
reflecting political gridlock by various par-
ties – remains a paramount risk to Yemen's
outlook. Nevertheless, sustained govern-
ment focus on monetary and macroeco-
nomic stability and strengthening policy
and institutional capacity can help im-
prove immediate economic prospects.

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

2020 2021 2022e 2023f 2024f
Real GDP growth, at constant market prices -8.5 -1.0 1.5 -0.5 2.0

Inflation (Consumer Price Index)a 19.6 26.0 29.1 16.8 20.3

Current Account Balance (% of GDP) -5.9 -5.1 -14.0 -21.0 -13.8
Net Foreign Direct Investment Inflow (% of GDP) 0.0 0.0 -0.4 0.6 0.5

Fiscal Balance (% of GDP) -4.8 -2.2 -2.2 -2.6 -2.3
Revenues (% of GDP) 6.6 7.1 11.1 8.3 10.0

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices.
Notes: e = estimate, f = forecast.
a/ Inflation rates refer to end-of-period figures.
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AFGHANISTAN

After a severe contraction in the gross do-

mestic product (GDP) of 20.7 percent in

2021, signs had emerged by mid-2022

that the Afghan economy was settling

around a fragile low-level equilibrium.

Revenue collection by the Interim Taliban

Administration (ITA) was at levels com-

parable with previous years. In addition,

the exchange rate had stabilized, exports

increased, and imports showed resilience.

Yet these signs of stabilization could not

override the substantial pressures Afghan

families faced in sustaining their liveli-

hoods. The contraction of the aid-driven

service and security sectors had wide-

spread spillovers into other sectors of the

economy, affecting the entire welfare dis-

tribution. Recent data suggest that aggre-

gate demand has weakened in winter as

activities around agriculture, construc-

tion, and other associated sectors have

slowed. However, this seems broadly in

line with seasonal trends.

Key conditions and
challenges

The political crisis of Aug 15, 2021, mor-
phed into an economic confidence crisis.
The cessation of aid caused a collapse in
aggregate demand. The freeze of central
bank reserves and the indirect effects of
sanctions crippled the financial sector, re-
sulting in a rapid depreciation of Afghani
(AFN) and a spike in inflation. Job losses
and economic deprivation remained wide-
spread as the economy adjusted to a lower-
level equilibrium during 2022 when aid
was partially resumed (off-budget and on
a smaller scale at about US$3.5 billion com-
pared to US$9 billion in 2020), shipments
of cash in US$ (amounting to nearly
US$1.8 billion in 2022) by the United Na-
tions eased hard currency shortages and
supported exchange rate stabilization. The
ITA managed to restore some basic public
services and collect revenues.
Some key challenges persist. The financial
system remains constricted; trade and oth-
er payments flowing into and out of
Afghanistan are carried out to a large ex-
tent through informal channels. Moreover,
the low demand remains a critical con-
straint to the rebound of the private sector.
Poverty was already high at 47 percent in
2019-2020. Recent data shows that by
mid-2022, two-thirds of Afghan house-
holds reportedly could not afford food and
other basic non-food items, forcing many
adults to engage in low-productivity activ-
ities to generate income. Living conditions
during the harsh winter months appear to
have worsened partly because of signifi-
cant electricity shortages in cities.

Recent developments

After remaining elevated during most of
2022, year-on-year headline inflation de-
celerated substantially to 5.3 percent in
December 2022, when the base effect of
the exchange rate depreciation took full
effect. A reduction in international prices,
exchange rate stability, and a seasonal
weakening of aggregate demand support-
ed this trend. The slackening of cereal
price increases provided some respite for
households—especially those at the bot-
tom 40 percent of the welfare distribu-
tion. However, the cyclical slowdown of
the economy during the winter season
translated into a contraction of income-
generation opportunities for self-em-
ployed and casual workers.

Merchandise exports were strong in 2022.
Afghanistan’s exports reached US$1.9 bil-
lion in 2022, more than twice the average
of the previous four years. Unofficial cus-
toms data show that a surge in vegetables,
minerals, and textiles exports—collectively
contributing 94 percent of total ex-
ports—drove the strong performance. Ma-
jor export destinations included Pakistan
(63 percent) and India (22 percent). Coal
became a significant export commodity (at
around US$0.5 billion) for the first time as
Pakistani importers switched to cheaper
Afghan coal. Food exports to Pakistan also
surged (to about US$0.5 billion, compared
to US$0.16 billion in 2021) as devastating
floods in Pakistan created additional de-
mand. The labor-intensive nature of the ex-
ports suggests that at least some windfall
gains due to the export surge could have
benefited workers in those sectors.
Afghanistan’s merchandise imports
showed resilience in 2022, reaching
US$6.3 billion, like the 2019 level (US$6.5
billion). Major imports include minerals/
fuels (21 percent), food products (18 per-
cent), and textiles (10 percent), which col-
lectively contributed around half of the
total imports. The primary origin coun-
tries for Afghanistan’s imports were Iran
(22 percent), Pakistan (17 percent), and
China (17 percent).
The AFN has recovered following its initial
depreciation and remained stable during
2022. The AFN value against the US$ hov-
ered between 87 and 90 over Q4-2022 and,
as of January 31, 2023, is trading close to
89.6 AFN/US$—a depreciation of 3.9 per-
cent from its August 15, 2021 value. Cash
shipments of US$ and strengthened ITA
controls such as regulating the Money Ser-
vice providers (MSP) sector and prohibit-
ing foreign currency-denominated domes-
tic transactions have supported exchange
rate stability. The consistent availability of
US$ in the domestic market and a stable
AFN suggest that the ITA was able to iden-
tify sources to finance the estimated US$2
billion current account deficit for 2022.
Unofficial revenue statistics show that be-
tween March 22, 2022, and January 21,
2023 (the first ten months of the fiscal
year), collection amounted to AFN149.6
billion (US$1.68 billion), in line with 2020
figures. The most collection comes from in-
direct taxes collected at borders. The latest
available data show that revenue from in-
land sources totaled AFN 68.6 billion
(US$0.8 billion), with non-tax sources con-
tributing the most. Non-tax sources, pri-
marily from royalties (from coal mining)
and administration fees collected by min-
istries, contribute 52 percent of total inland
revenues. Anecdotal evidence suggests
significant revenue receipts are one-offs
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(e.g., arrears collection). The availability of
public expenditure statistics remains limit-
ed. However, it seems that the ITA is us-
ing off-budget resources and mining con-
cessions to finance the development pro-
jects such as the Qosh Tepa Canal (the first
phase of 108km, out of a total of 285km).
The banking sector showed some signs
of normalization amid large-scale finan-
cial disintermediation. The liquidity sit-
uation appears to have improved: al-
though withdrawal limits remain in place
for pre-August 15 deposits, most banks
can service individual withdrawals up to
the limit. At the same time, there is no
withdrawal limit for fresh deposits. De-
posits appear to have stabilized after de-
creasing 30 percent from January 2021
to June 2022. Banking sector vulnerabil-
ities have deepened, however. Interna-
tional payments and trade finance are
held back by the fractious correspondent
banking relationships. The quality of as-
sets is deteriorating, the transition to
Islamic finance constrains lending, and

banks’ revenues from core functions de-
clined by 32 percent. Stability risks are
elevated—absent the current forbearance
measures; most banks would be under-
capitalized. The microfinance sector is
dire and close to insolvency unless new
equity is injected.

Outlook

Under the baseline scenario, in which
Afghanistan continues to receive humani-
tarian and basic service support from the
international community (amounting to
about 20–25 percent of GDP), the econo-
my is projected to move to a low growth
trajectory (2.0 to 3.0 percent) during
2023–25, with no improvement in per
capita income due to high population
growth. Inflation is projected to remain be-
tween 5 and 10 percent, close to the histor-
ical average. Under this scenario, poverty
is likely to remain high until the economy

has identified new sources of growth that
provide income-generation opportunities,
especially for the large number of self-em-
ployed workers that represent 80 percent
of the employment.
The new low-level equilibrium remains
fragile, with significant downside risks.
First, the non-inclusive nature of the
regime and its regressive gender policies,
most noticeably the December 2022
edicts, may reduce external support and,
over the medium term, result in a loss
of human capital, which will permanent-
ly lower future growth prospects. Second,
the stoppage or reduction of cash ship-
ments of US$ could undermine exchange
rate stability. Other risks include the in-
ability of the economy to finance the cur-
rent account deficit and the worsening of
stability concerns in the banking sector.
If these risks materialize, real GDP will
contract in 2023, pushing even more peo-
ple into deprivation and food insecuri-
ty and potentially creating regional and
global negative spillovers.
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BANGLADESH
Table 1 2022
Population, million 167.9

GDP, current US$ billion 460.4

GDP per capita, current US$ 2742.4

International poverty rate ($2.15)a 13.5

Lower middle-income poverty rate ($3.65)a 51.6

Upper middle-income poverty rate ($6.85)a 86.9

Gini indexa 32.4

School enrollment, primary (% gross)b 115.9

Life expectancy at birth, yearsb 72.0

Total GHG emissions (mtCO2e) 266.3

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2016), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Real GDP growth slowed in the first

half of FY23, as inflation surged and ex-

ternal conditions deteriorated. Full year

growth is projected to decelerate to 5.2

percent in FY23 from 7.1 percent in

FY22 and downside risks to the outlook

are rising. External risks include com-

modity price volatility and deteriorating

economic conditions in key export mar-

kets, while domestic risks include unre-

solved financial sector vulnerabilities.

The extreme poverty rate is expected to

decline modestly in FY23 to 10.03 per-

cent from 10.44 percent in FY22.

Key conditions and
challenges

Real GDP grew by an average of 6.0 per-
cent since 2000, making Bangladesh one
of the fastest growing economies in the
world. Growth has been supported by
a demographic dividend, sound macro-
economic policies, and accelerating ready-
made garment (RMG) exports. However,
the pace of job creation and poverty re-
duction slowed over the last decade. Per-
sistent structural weaknesses include low
public sector institutional capacity, highly
concentrated exports, growing financial
sector vulnerabilities, suboptimal urban-
ization, a business climate that lags peer
economies, and high exposure to climate
risks. Bangladesh will graduate from UN
Least Developed Country status in 2026,
which will gradually reduce access to
concessional financing and preferential
export market access.
Bangladesh navigated the COVID-19 pan-
demic with prudent macroeconomic poli-
cies, maintaining positive real GDP growth.
However, pandemic job losses and reduced
earnings disproportionately affected the
poor, especially among women. Spatial in-
equality widened with the reemergence of
a welfare gap between eastern and western
Bangladesh. A post-pandemic recovery has
been disrupted by elevated global commod-
ity prices, rising global interest rates, and
slowing global growth.
A widening Balance of Payments (BoP)
deficit from the second half of FY22 led

to a sharp decline in foreign exchange re-
serves. The declining reserves were further
exacerbated by a multiple exchange rate
regime that has disincentivized export and
remittance inflows. In January 2023, an
IMF program to support key policy re-
forms and rebuild external buffers was ap-
proved. Under the program, the authori-
ties agreed to unify the official exchange
rate by June 2023.
Downside risks to the outlook are rising
and external risks remain elevated. A
further rise in commodity prices could
increase imports and worsening global
economic conditions would limit export
growth. Continued import controls and
energy rationing would disrupt industri-
al production. Unresolved financial sec-
tor vulnerabilities may disrupt financial
sector intermediation.

Recent developments

Real GDP growth slowed in the first half
of FY23, as high inflation weighed on pri-
vate consumption and fiscal consolidation
measures slowed government consump-
tion and investment growth. Exports re-
mained resilient, growing by 9.8 percent
in the first seven months (July-January)
of FY23. On the supply side, domestic in-
dustrial production was disrupted by a
lack of energy supply, rising input costs,
and limited issuance of letters of credit
due to a shortage of foreign currency.
Modest agricultural growth was sus-
tained, although increases in the diesel
price impacted production.

FIGURE 1 Bangladesh / Real GDP growth and contributions
to real GDP growth
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Inflation accelerated, driven by rising glob-
al commodity prices and an upward ad-
justment in administered prices of petrole-
um products. Monetary policy was tight-
ened through higher policy rates, although
transmission was impaired by a cap on
lending interest rates. Tight liquidity con-
ditions and narrow net interest margins
weighed on private sector credit growth.
Employment levels improved, but real
earnings have not yet recovered to pre-
pandemic levels. Improving labor market
conditions were partially offset by the loss
of purchasing power. The poorest decile
of households are most vulnerable to lost
purchasing power, spending more than
two-thirds of their income on food, hous-
ing and utilities.
The BoP deficit surged in the first half of
FY23. Resilient export growth and slowing
imports narrowed the current account
deficit. However, a sharp contraction in
trade credit and lower medium- and long-
term borrowing contributed to a financial
account deficit, resulting in a US$7.2 bil-
lion BoP deficit in the first half of FY23 and
a 7.2 percent depreciation of the interbank
exchange rate. Gross foreign exchange re-
serves declined by US$12.6 billion over a
one-year period to US$32.6 billion at the
end of January 2023.

The fiscal deficit widened to 4.3 percent
of GDP in FY22 from 3.7 percent in FY21
but remained below a 5 percent of GDP
target. Tax revenue remained among the
lowest in the world at 7.6 percent of GDP
in FY22. Expenditure growth accelerated
with higher subsidy spending as a result
of elevated commodity prices. Capital ex-
penditure rose in FY22 led by infrastruc-
ture megaprojects, before being rational-
ized in the first half of FY23 to narrow
the budget deficit.

Outlook

Real GDP growth is expected to deceler-
ate to 5.2 percent in FY23 before return-
ing to its long-term trend. Elevated infla-
tion, tighter financial conditions, disrup-
tive import restrictions, and global eco-
nomic uncertainty will weigh on growth
in the near term. Modest export growth
is expected in FY23, led by rising RMG
market share. Growth is expected to ac-
celerate in FY24, as inflationary pressure
eases and reform implementation accel-
erates, converging to around 6.5 percent
over the medium term. A gradual reduc-
tion in extreme poverty is expected, from

an estimated 10.03 percent in FY23 to
9.54 percent in FY24.
The fiscal deficit is projected to narrow to
3.7 of GDP over the medium term. Rev-
enues will rise with increasing trade and
economic activity, higher incomes, and tax
administration reform implementation.
Public expenditure is expected to remain
stable as a share of GDP, as declining sub-
sidy expenditure creates fiscal space to
sustain public investment spending and
support poverty reduction expenditure.
External conditions are expected to im-
prove over the medium term. The current
account deficit will narrow as imports
normalize with moderating commodity
prices. Remittance inflows are expected
to rise with a higher outflow of workers
and resilient demand for workers in the
gulf region. A financial account deficit is
projected to contribute to external sector
pressure in FY23, before returning to sur-
plus in FY24.
Addressing longstanding structural chal-
lenges and continuing to invest in climate
adaptation and resilience would help sus-
tain GDP growth over the medium term.
Reform priorities include revenue mobi-
lization, tariff modernization, resolving fi-
nancial sector vulnerabilities, and improv-
ing the business climate.

TABLE 2 Bangladesh / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2019/20 2020/21 2021/22e 2022/23f 2023/24f 2024/25f
Real GDP growth, at constant market prices 3.4 6.9 7.1 5.2 6.2 6.4

Private Consumption 3.0 8.0 7.5 3.9 4.8 5.3
Government Consumption 2.0 6.9 6.2 11.3 10.8 9.1
Gross Fixed Capital Investment 3.9 8.1 11.7 2.4 6.4 7.4
Exports, Goods and Services -17.5 9.2 29.4 9.4 7.5 6.5
Imports, Goods and Services -11.4 15.3 31.2 -0.5 4.5 5.2

Real GDP growth, at constant factor prices 3.8 7.0 7.2 5.2 6.2 6.5
Agriculture 3.4 3.2 3.1 3.3 3.3 3.4
Industry 3.6 10.3 9.9 6.5 7.2 7.8
Services 3.9 5.7 6.3 4.7 6.1 6.2

Inflation (Consumer Price Index) 5.6 5.6 6.1 8.6 6.5 5.7

Current Account Balance (% of GDP) -1.5 -1.1 -4.0 -2.1 -1.5 -1.4
Net Foreign Direct Investment Inflow (% of GDP) 0.3 0.3 0.4 0.2 0.4 0.6

Fiscal Balance (% of GDP) -4.8 -3.7 -4.3 -4.4 -4.0 -3.8
Revenues (% of GDP) 8.5 9.4 8.5 8.5 8.7 8.8
Debt (% of GDP) 31.7 32.4 33.1 33.8 34.1 34.2
Primary Balance (% of GDP) -2.9 -1.7 -2.5 -2.5 -2.1 -2.0

International poverty rate ($2.15 in 2017 PPP)a,b 11.7 11.1 10.4 10.0 9.5 9.1

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 48.4 47.2 45.9 45.1 44.1 43.0

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 85.8 85.3 84.9 84.6 84.2 83.8

GHG emissions growth (mtCO2e) 2.4 4.4 4.8 3.6 4.3 4.5
Energy related GHG emissions (% of total) 39.6 40.8 42.2 43.2 44.4 45.6

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on SAR-POV harmonization, using 2010-HIES and 2016-HIES. Actual data: 2016. Nowcast: 2017-2022. Forecasts are from 2023 to 2025.
b/ Projection using annualized elasticity (2010-2016) with pass-through = 1 based on GDP per capita in constant LCU.
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BHUTAN
Table 1 2022
Population, million 0.8

GDP, current US$ billion 2.5

GDP per capita, current US$ 3241.2

International poverty rate ($2.15)a 0.9

Lower middle-income poverty rate ($3.65)a 9.4

Upper middle-income poverty rate ($6.85)a 39.5

Gini indexa 37.4

School enrollment, primary (% gross)b 105.7

Life expectancy at birth, yearsb 71.6

Total GHG emissions (mtCO2e) -5.4

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2017), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Output is estimated to have grown by 4.3

percent in FY21/22, after two years of eco-

nomic contraction. The COVID-19 pan-

demic and Russia’s invasion of Ukraine re-

sulted in a significant deterioration of fiscal

and external balances, resulting in a fragile

macroeconomic situation. Measures to

support fiscal consolidation and financial

sector stability are crucial to address short-

term macroeconomic vulnerabilities and

support economic recovery. The modera-

tion in prices contributed to a slight de-

crease in poverty to 8.8 percent in 2021

based on $3.65/day.

Key conditions and
challenges

Rapid economic growth in Bhutan has con-
tributed to substantial poverty reduction
over the last two decades, but poverty and
inequality levels remain high. Annual real
GDP growth averaged 7.5 percent since the
1980s, driven by the public sector-led hy-
dropower sector and strong performance
in services, including tourism. It was esti-
mated that nearly 9 percent of the popula-
tion lived below the $3.65/day poverty line
in 2017, with poverty being more preva-
lent in rural areas and significant dispar-
ities across districts. More recent data
(2022) is being analyzed to establish a com-
parable poverty trend for Bhutan.
The COVID-19 pandemic and spillovers
from the war in Ukraine have resulted in a
significant deterioration in the macroeco-
nomic situation. After the economy con-
tracted for two consecutive years in FY19/20
and FY20/21, non-hydro industry and ser-
vices sector activity picked up. Tourism has
been slow to recover, in part due to the new
tourism levy act which tripled the sustain-
able development fee for international
tourists from US$65 to US$200 per night.
The youth unemployment rate increased
from 20.9 percent in 2021 to 29 percent in
2022, which contributed to an increase in
outward migration.
COVID-19reliefmeasuresandsubduedrev-
enue performance have resulted in high fis-
cal deficits and public debt since FY20/21,
withlimitedfiscalspacetoabsorbadditional

shocks.Internationalreserveshavedeclined
rapidly due to an increase in imports. Vul-
nerabilities in the financial sector with high
non-performing loan (NPL) levels have in-
creased fiscal risks, given that about 60 per-
cent of assets of the sector are controlled by
thepublicsector.Laborshortagesduringthe
pandemic resulted in significant delays in
hydro projects and hence expected delays in
additional hydro revenue flows, constrain-
ing the country’s ability to strengthen fiscal
andexternalbalancesinthemediumterm.
The macroeconomic situation is fragile. In
addition to continued global uncertainties
and additional delays in hydro projects,
downside risks to the growth outlook in-
clude delays in fiscal consolidation and fi-
nancial sector vulnerabilities, which con-
strain the government’s ability to support
a robust recovery.

Recent developments

The economy grew by 4.3 percent in FY21/
22 (July 2021 to June 2022), supported by
the easing of social and mobility restric-
tions in the second half of FY21/22 and
continued fiscal support to boost activity.
The industry sector grew by 3.0 percent,
supported by a recovery in the construc-
tion, manufacturing, and mining sectors.
The electricity sector contracted due to
maintenance of the Tala hydropower plant,
resulting in lower hydro exports and rev-
enues. Services output increased by 5.7
percent, driven by transport and trade ac-
tivities. The tourism industry remained
subdued in FY21/22 due to COVID-related

FIGURE 1 Bhutan / Current account and components
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FIGURE 2 Bhutan / Actual and projected poverty rates and
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travel restrictions. On the demand side,
public investment and consumption sup-
ported growth, reflecting continued fiscal
support, while private investment and
consumption have not yet recovered.
Average inflation moderated from 8.2 per-
cent in FY20/21 to 5.9 percent in FY21/22,
driven by a moderation in food inflation.
However, non-food inflation accelerated to
7.0 percent in FY21/22, reflecting higher fu-
el and transport prices. The moderation in
prices contributed to a slight decrease in
poverty to 8.8 percent in 2021 based on
$3.65/day (from 9.6 percent in 2020).
The current account deficit (CAD) more
than doubled to 33.1 percent of GDP in
FY21/22. Exports remained subdued (as a
share of GDP) due to lower hydro exports
and near-zero tourism-related services ex-
ports. Imports surged due to a significant
increase in the import of Information and
Communication Technology (ICT) equip-
ment and higher prices, particularly of fuel
and food. As a result, gross international
reserves declined rapidly in FY21/22,
reaching US$833 million in June 2022 (a
37 percent decline, y-o-y), equivalent to 6.6
months of FY21/22 imports.
The fiscal deficit widened to 7.8 percent of
GDP in FY21/22 from 6.2 percent in FY20/21.
Total expenditures declined (as a share of
GDP) but capital expenditures increased,
reflecting continued fiscal support through

accelerated implementation of the Twelfth
Five Year Plan (FYP). Total revenues de-
clined because of lower hydro revenues and
external grants. Public debt increased to
133.3 percent of GDP in FY21/22 due to an
increase in non-hydropower debt.

Outlook

The economy is expected to grow by 4.5
percent in FY22/23. The further reopening
of borders in September 2022 is expected
to support growth in the industry and ser-
vices sectors. Tourist arrivals are expected
to remain subdued because of slow global
growth and the introduction of the new
tourism levy act. Growth is expected to re-
main subdued in FY23/24 due to lower
public investments, typical for the first
year of a new FYP, and the transition to a
new Cabinet following national elections.
Medium-term growth will be supported
by a recovery in the non-hydro industry
and services sectors, and by the commis-
sioning of a new hydropower plant.
Inflation is projected to remain elevated
in the short term, owing to higher import
prices, before moderating in the medium
term. While the incidence of poverty is
expected to decline further from 2022, a
full recovery to poverty headcount rates

estimated before the COVID-19 pandemic
is not likely to be achieved until 2023 giv-
en elevated consumer prices.
The CAD is expected to remain elevated in
FY22/23 at 28.6 percent of GDP due to
lumpy imports of ICT equipment and a
slow recovery of tourism. The CAD is ex-
pected to improve from FY23/24 due to low-
er ICT imports, and to moderate further in
the medium term due to the doubling of hy-
dropower capacity and a decline in imports
following the completion of the hydropow-
er projects. International reserves are ex-
pected to decline to 4 months of imports un-
til FY24/25, before improving to 5 months of
import coverage in FY25/26.
The fiscal deficit is projected to decline to
5.8 percent of GDP in FY22/23, driven by
lower capital spending. The deficit is ex-
pected to further decline to 4.5 percent of
GDP in FY23/24 due to lower public in-
vestments in the first year of the new FYP,
and measures to rationalize current expen-
diture and increase domestic revenues.
Despite a decline in hydropower debt,
public debt is projected to remain elevated
as a share of GDP in the short to medium
term due to high fiscal deficits. Risks to
debt sustainability are expected to remain
moderate as the bulk of the debt is linked
to hydro project loans from India (to be re-
paid from future hydro revenues) with low
refinancing and exchange rate risks.

TABLE 2 Bhutan / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2019/20 2020/21 2021/22e 2022/23f 2023/24f 2024/25f
Real GDP growth, at constant market prices -2.3 -3.3 4.3 4.5 3.1 4.3

Private Consumption 0.1 -1.1 -2.9 -1.5 3.6 2.1
Government Consumption 7.3 4.9 5.5 2.7 0.9 2.0
Gross Fixed Capital Investment -16.5 -3.0 13.4 1.5 -4.2 2.2
Exports, Goods and Services -4.1 -7.3 10.3 10.7 5.4 4.2
Imports, Goods and Services -9.2 0.8 6.2 -2.0 -2.4 -1.6

Real GDP growth, at constant factor prices -0.7 -2.2 4.3 4.5 3.1 4.3
Agriculture 2.9 3.3 2.2 2.9 3.4 3.3
Industry -5.5 -5.9 3.0 5.5 3.8 5.0
Services 2.5 -0.5 5.7 4.1 2.5 4.1

Inflation (Consumer Price Index) 3.0 8.2 5.9 4.4 3.9 3.5
Current Account Balance (% of GDP) -15.8 -11.9 -33.1 -28.6 -19.2 -10.5

Fiscal Balance (% of GDP) -1.9 -6.2 -7.8 -5.8 -4.5 -3.0
Revenues (% of GDP) 31.1 33.2 28.4 27.6 23.8 27.0
Debt (% of GDP) 122.8 132.4 133.3 134.2 129.6 120.6
Primary Balance (% of GDP) -1.5 -5.2 -6.3 -3.8 -2.2 -0.6

International poverty rate ($2.15 in 2017 PPP)a,b 0.8 1.0 0.8 0.7 0.7 0.7

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 8.7 9.6 8.8 8.1 7.6 7.1

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 38.0 39.7 38.2 37.0 36.0 34.5

GHG emissions growth (mtCO2e) 1.5 1.6 -1.1 -1.7 -1.3 -1.8
Energy related GHG emissions (% of total) -15.1 -14.5 -15.1 -15.9 -16.5 -17.3

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on SAR-POV harmonization, using 2017-BLSS. Actual data: 2017. Nowcast: 2018-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2017) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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INDIA
Table 1 2022
Population, million 1417.2

GDP, current US$ billion 3407.4

GDP per capita, current US$ 2404.3

School enrollment, primary (% gross)a 102.1

Life expectancy at birth, yearsa 70.2

Total GHG emissions (mtCO2e) 3699.5

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

India has been one of the fastest-growing

major economies in the world, but growth

in FY23/24 will moderate on the back of

global spillovers and slower consumption

growth. Lower demand-pull pressures

and monetary policy tightening will

bring down inflation. Fiscal consolidation

will stabilize public debt around 83 per-

cent. Although extreme and moderate

poverty remain above pre-pandemic lev-

els, they are expected to decline in FY22/

23. Over 40 percent of the population still

lives in moderate poverty (3.65 US$ per

person per day).

Key conditions and
challenges

Real GDP growth in Q1-Q3 FY22/23 was
strong at 7.7 percent, making India one
of the fastest-growing major economies in
the world. However, growth slowed in
Q3, was not broad-based, and was bol-
stered by a favorable base effect. Strong
domestic demand was underpinned by
robust consumer spending by higher-in-
come groups and a surge in public in-
vestment. Although growth has been
strong, the labor market recovery has
been incomplete as vulnerable employ-
ment has increased.
In FY23/24, real growth is expected to re-
main resilient but moderate to 6.3 percent
due to slower consumption growth and
global growth. Inflation is likely to ease
within the RBI’s tolerance range. The
FY23/24 Union Budget reflects plans for
fiscal consolidation through lower current
spending. The current account deficit will
decline to 2.1 percent of GDP due to strong
growth in service exports and narrowed
merchandise trade deficit.
Extreme poverty ($2.15 per capita per
day, 2017 PPP) declined in FY21/22 to
13.8 percent but remains above pre-pan-
demic levels. More than 40 percent of
India’s population still lives below the
$3.65 in 2017 PPP (poverty line usually
used by middle-income countries), 16.4
percent of the population is multidimen-
sionally poor (deprived in health, educa-
tion, and standard of living), and another

18.7 percent is classified as vulnerable to
multidimensional poverty.
A withdrawal of pandemic relief programs
can pose risks to low-income households.
The FY23/24 Budget reduced allocation for
Mahatma Gandhi Rural Employment
Guarantee scheme by 33 percent compared
to FY22/23, and a 30 percent reduction in
food subsidy due to rollback of the free
foodgrain scheme announced in 2020.
However, the allocation for Jal Jeevan Mis-
sion (safe drinking water in rural areas),
Swachh Bharat Mission (waste manage-
ment), and PM Awas Yojna (housing for
urban poor) increased significantly com-
pared to budget allocation in FY22/23.

Recent developments

Real GDP growth was bolstered by solid
domestic demand in Q1-Q3 FY22/23, but
growth momentum has gradually weak-
ened. Robust discretionary spending of
households more than offset the contrac-
tion in government consumption. Invest-
ment expanded because of solid profits in
the corporate sector and the government’s
capex push. Net exports were a drag on
growth due to weak merchandise exports
and strong imports of capital goods. On
the supply side, the trade, transport, hos-
pitality, and communication services re-
covered to 1.5 percent above the Q1-Q3
FY19/20 level.
The labor market continued to recover in
2022, particularly in urban areas. The av-
erage unemployment rate dropped to 7.6
percent in 2022 from 10 percent in 2021,

FIGURE 1 India / Real GDP growth and contributions to real
GDP growth
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largely driven by increased self-employed
workers, even as the proportion of regular
salaried workers declined, raising con-
cerns about job quality. While extreme and
moderate poverty are expected to decline
in FY22/23, the realized gains to welfare
will depend on the prices of necessities
and the real value of labor earnings.
Headline inflation eased to 6.4 percent y-
o-y in February from an average of 6.8
percent over Q1-Q3 FY22/23, driven by
lower food prices, and moderating fuel
inflation. Core inflation averaged 6.1 per-
cent over April-February FY22/23 due to
recovering demand for services and ele-
vated input prices. Since May 2022, the
RBI has hiked the policy rate cumulative-
ly by 250 basis points to contain inflation,
which has also helped reduce pressures
on the currency.
The current account deficit to GDP ratio
(3.3 percent: H1 FY22/23) likely narrowed
in Q3 FY22/23 as the trade deficit declined.
The financing of the current account re-
mained adequate and FX reserves stayed
high. Net portfolio capital outflows and
large trade deficits in H1 FY22/23 weighed
on the Indian rupee which depreciated by
7.9 percent against the USD. Since October

though, the rupee has stayed close to its
long-term trend.
The general government fiscal deficit likely
fell by 1.1ppts since FY21/22 to 9.4 percent
of GDP in FY22/23. The consolidation has
been led by strong revenue growth, the
withdrawal of most pandemic-related
stimulus measures, and reduced current
spending. Declining fiscal deficit and a
large nominal growth-interest rate differ-
ential translated into lower public debt of
83 percent of GDP in FY22/23 from 85.4
percent in FY21/22.

Outlook

Despite global growth headwinds, real
GDP growth is likely to moderate to 6.3
percent in FY23/24 from the estimated 6.9
percent in FY22/23. Consumption is ex-
pected to be constrained by rising bor-
rowing costs, slower income growth, and
continued fiscal consolidation. The gov-
ernment’s sustained capex-push, healthy
corporate profits, and reduction in NPLs
will buoy investment despite reduced risk
appetite and elevated input costs. The

negative contribution of net exports will
be smaller due to stellar performance of
service exports and a gradual decline in
import bills. On the supply-side, contact-
intensive services and construction are ex-
pected to grow at a robust pace compared
to the manufacturing sector.
Moderating consumption and easing glob-
al commodity prices are likely to push
down headline inflation to 5.2 percent in
FY23/24, within the RBI’s tolerance range.
While core inflation will be elevated, it is
projected to decline as monetary policy
tightening takes effect by mid-FY23/24 and
demand-pull price pressures ease.
The government will continue with care-
fully designed fiscal consolidation. The
general government deficit will decline by
0.7ppts in FY23/24, due to modest revenue
growth and lower current spending, re-
flecting the withdrawal of pandemic-relat-
ed support programs. The current level of
the fiscal deficit stabilizes the debt-to-GDP
ratio at around 83 percent. Poverty is ex-
pected to decline, but the withdrawal of
expansions in food and workfare entitle-
ments could increase the vulnerability of
the economically weaker sections, particu-
larly if inflationary pressures persist.

TABLE 2 India / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020/21 2021/22 2022/23e 2023/24f 2024/25f 2025/26f
Real GDP growth, at constant market prices -5.8 9.1 6.9 6.3 6.4 6.5

Private Consumption -5.2 11.2 8.3 6.9 5.8 5.9
Government Consumption -0.9 6.6 1.2 -1.1 4.4 3.3
Gross Fixed Capital Investment -7.3 14.6 10.1 9.3 7.1 6.8
Exports, Goods and Services -9.1 29.3 11.5 9.2 7.6 6.0
Imports, Goods and Services -13.7 21.8 19.0 11.6 6.4 4.5

Real GDP growth, at constant factor prices -4.2 8.8 6.6 6.3 6.4 6.5
Agriculture 4.1 3.5 3.2 3.4 3.2 3.5
Industry -0.9 11.6 3.6 6.8 5.7 6.6
Services -8.2 8.8 9.5 6.7 7.7 7.1

Inflation (Consumer Price Index) 6.2 5.5 6.6 5.2 4.7 4.1

Current Account Balance (% of GDP) 0.9 -1.2 -3.0 -2.1 -1.1 -0.8
Net Foreign Direct Investment Inflow (% of GDP) 1.6 1.2 1.2 1.6 1.6 1.6

Fiscal Balance (% of GDP) -13.3 -10.5 -9.4 -8.7 -8.5 -8.2
Revenues (% of GDP) 19.6 20.6 20.2 20.1 20.1 20.3
Debt (% of GDP) 87.5 85.4 83.0 83.4 83.7 84.2
Primary Balance (% of GDP) -7.8 -5.2 -4.2 -3.3 -3.0 -2.7

International poverty rate ($2.15 in 2017 PPP)a,b 11.5-15.3 13.8 12.6 11.3 8.5 8.1

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 44.5-50.0 46.6 42.4 39.5 36.4 35.0

GHG emissions growth (mtCO2e) -4.9 8.1 6.9 4.4 3.9 3.6
Energy related GHG emissions (% of total) 69.3 71.1 72.6 73.3 73.9 74.4

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 CPHS data and a methodology for consumption imputation based on Sinha Roy & Roy (2022). Actual data: 2021-2022. Nowcast: 2022-2023. Forecasts
are from 2023 to 2025.
b/ Projection using CPHS data and annual growth rates for five sectors of employment with pass-through = 0.65, based on GDP per capita at constant factor prices.
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MALDIVES
Table 1 2022
Population, million 0.5

GDP, current US$ billion 5.7

GDP per capita, current US$ 10929.5

Upper middle-income poverty rate ($6.85)a 3.9

Gini indexa 29.3

School enrollment, primary (% gross)b 100.8

Life expectancy at birth, yearsb 79.9

Total GHG emissions (mtCO2e) 3.0

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2019), 2017 PPPs.
b/ Most recent WDI value (2020).

The economy has recovered to pre-pan-

demic levels and, with rising tourist ar-

rivals, is expected to maintain a strong

growth and poverty reduction trajectory.

Commodity price volatility is driving in-

flation and exerting pressure on fiscal and

external balances, through costlier im-

ports and higher subsidies. Despite recent

improvements, public debt is expected to

remain high, warranting continued ef-

forts to reduce fiscal deficits, including

comprehensive subsidy reforms while

mitigating impacts on the vulnerable.

Key conditions and
challenges

Tourism, which accounts for almost one-
third of the economy, has seen a rapid re-
covery following the pandemic. Despite
the war in Ukraine, arrivals from Russia re-
main strong and growing arrivals from In-
dia and Gulf countries have compensated
for lower arrivals from Europe and China.
However, heavy reliance on tourism and
limited sectoral diversification remain a
key structural challenge as Maldives is
highly vulnerable to macroeconomic
shocks. As an economy that is heavily
import-dependent, Maldives is facing sig-
nificant external and inflationary pres-
sures due to the sharp rise in global
commodity prices. This is putting pres-
sure on public finances given the govern-
ment’s blanket provision of food and fuel
subsidies to help contain domestic price
increases, continued high levels of cap-
ital expenditure, and an inefficient pub-
lic health insurance scheme. Untargeted
austerity measures pose risks to poverty,
particularly in the atolls where 90 percent
of the poor live, as past welfare gains
have been driven by a strong redistribu-
tive model. The latter includes universal
access to basic health and education ser-
vices, public sector employment and pen-
sions, health insurance, price controls and
subsidies, and income support programs.
Additional challenges to welfare include
differential access to economic opportu-
nities in Male relative to the atolls, and

overcrowding affecting poorer urban
households in Male.
To promote development, Maldives has
scaled up infrastructure investments since
2016. This has boosted construction activ-
ity, tourism capacity, and medium-term
growth prospects. Although these invest-
ments have contributed towards poverty
reduction and better living standards, fi-
nancing of these large investments
through non-concessional sources and
sovereign guarantees has led to growing
fiscal vulnerabilities.
Recently, the increased cost of external
borrowing has also compelled the gov-
ernment to turn towards domestic financ-
ing sources, which is crowding out the
private credits and leading to a concern-
ing rise in the exposure of the financial
sector to the sovereign. Public and pub-
licly guaranteed debt stock and debt ser-
vicing risks are expected to remain elevat-
ed in the medium term.

Recent developments

Tourist arrivals reached 1.68 million in
2022 – only 1.6 percent lower than the
pre-pandemic high – which supported
growth in the real estate, transport, and
trade sectors, as well as driving the over-
all real economic growth of an estimated
12.3 percent (y-o-y).
Higher global commodity prices led to ris-
ing domestic inflation, which reached an
average of 2.3 percent (y-o-y) in 2022, high-
er than the historical average of 0.5 per-
cent. Price increases were particularly

FIGURE 1 Maldives / Real GDP growth and contributions to
real GDP growth
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FIGURE 2 Maldives / Actual and projected poverty rates
and real GDP per capita
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acute in the food, transport, health, and
restaurant services sectors.
Despite growth in tourism earnings, the
current account deficit widened consider-
ably to an estimated 24.6 percent of GDP
in 2022, due to far costlier imports of
oil and capital goods. High import costs
and external debt repayments put signif-
icant pressure on gross reserves, which
fell to less than US$500 million (or 1.8
months of imports) in October 2022, be-
fore recovering to over US$800 million (3
months of import) by the end of the year
due to a US$200 million currency swap
deal with India.
Blanket subsidies for energy and food
commodities, together with sustained lev-
els of high capital spending, led to an in-
crease in the fiscal deficit to 14.5 percent
of GDP in 2022. This was despite several
austerity measures to lower administrative
costs and the public sector wage bill. Over
80 percent of the deficit was covered by
domestic sources, with MMA’s asset expo-
sure to government rising to 48 percent of
its total financial assets at end-2022, from
43 percent at end-2021.
With ongoing plans to complete key infra-
structure projects, and continued inflation-
ary pressures, the government may find it

increasingly difficult to finance the subsidy
program in its current form. Better target-
ing of tax and transfer instruments would
help mitigate a negative impact of subsidy
reforms on the poor.

Outlook

The economy is expected to grow by 6 per-
cent on average in the medium term, sup-
ported by robust tourism performance.
The return of Chinese tourists together
with arrivals from India and Russia are ex-
pected to lead to 1.8 million arrivals in 2023
(7.1 percent y-o-y increase). Going for-
ward, tourism will be further supported by
the expansion of Velana International Air-
port (likely to be completed by 2025) and
investments in new resorts.
The recent increase in GST rates is expect-
ed to help narrow the fiscal deficit. Yet,
public debt levels remain high. Additional
fiscal adjustment is required to address fis-
cal vulnerabilities, particularly through ex-
penditure rationalizations on capital ex-
penditure, subsidies, and pharmaceutical
spending. Meanwhile, recovery in de-
mand, elevated global commodity prices,

and the GST rate hike are expected to in-
crease inflation in 2023, warranting a
tighter macroeconomic policy mix. Sub-
sidy reform to target the poor and vulner-
able is needed to reduce the fiscal burden.
The current account deficit is expected to re-
main elevated given high commodity prices
and necessary capital imports, as the gov-
ernment aims to complete ongoing infra-
structure projects and commence projects in
outer Atolls. Despite a recent decline in oil
prices, rising external financing needs – in-
cluding debt servicing – are expected to sus-
tain pressure on official reserves.
Downside risks persist. Tourism could be
adversely impacted by further global
shocks. Any further widening of the current
account deficit could put additional pres-
sure on official reserves. The government
faces external debt servicing payments of
about US$340 million on average over the
next three years amidst tightening global fi-
nancing conditions. Stronger-than-expect-
ed tourism with the return of Chinese
tourists offers upside potential to the out-
look. In the absence of any pandemic relief
measures, the poverty rate would have
risen to 19.9 percent in 2020. With the recov-
ery in economic growth, poverty rates are
expected to drop to 2.1 percent in 2023.

TABLE 2 Maldives / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -33.5 41.7 12.3 6.6 5.3 5.9

Private Consumption -32.1 48.3 37.2 2.8 3.3 3.9
Government Consumption -39.6 44.2 30.6 11.2 8.3 8.4
Gross Fixed Capital Investment -2.8 -21.0 27.6 6.1 3.0 5.2
Exports, Goods and Services -54.3 82.4 27.1 7.5 6.6 6.0
Imports, Goods and Services -46.2 42.9 59.7 5.9 5.4 5.2

Real GDP growth, at constant factor prices -31.3 38.0 12.3 6.6 5.3 5.9
Agriculture 7.1 -0.6 2.5 2.8 3.2 3.5
Industry -24.8 4.5 -8.7 13.9 5.1 4.2
Services -34.3 46.8 15.3 6.1 5.4 6.2

Inflation (Consumer Price Index) -1.4 0.5 2.3 5.7 2.5 2.5

Current Account Balance (% of GDP) -42.8 -7.8 -24.6 -20.1 -14.9 -15.0
Net Foreign Direct Investment Inflow (% of GDP) 11.8 11.4 11.7 8.8 8.1 7.8

Fiscal Balance (% of GDP) -23.6 -13.9 -14.5 -9.6 -9.5 -9.0
Revenues (% of GDP) 26.8 25.7 28.7 30.8 30.2 29.3
Debt (% of GDP) 150.2 113.6 110.1 112.0 109.9 113.2
Primary Balance (% of GDP) -20.8 -11.4 -10.9 -6.1 -5.9 -5.4

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 19.9 6.2 3.4 2.1 1.4 0.8

GHG emissions growth (mtCO2e) -10.9 12.2 14.8 12.0 10.2 9.5
Energy related GHG emissions (% of total) 82.4 84.4 85.8 87.0 87.9 88.6

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on SAR-POV harmonization, using 2019-HIES. Actual data: 2019. Nowcast: 2020-2022. Forecasts are from 2023 to 2025.
b/ Microsimulations for 2020-2022 based on 2019 actual data. Neutral-distribution projections with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU
(2023-2025).
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NEPAL
Table 1 2022
Population, million 30.5

GDP, current US$ billion 40.1

GDP per capita, current US$ 1314.3

International poverty rate ($2.15)a 8.2

Lower middle-income poverty rate ($3.65)a 40.0

Upper middle-income poverty rate ($6.85)a 80.4

Gini indexa 32.8

School enrollment, primary (% gross)b 125.4

Life expectancy at birth, yearsb 69.2

Total GHG emissions (mtCO2e) 52.5

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2010), 2017 PPPs.
b/ Most recent WDI value (2020).

Following GDP growth of 5.8 percent in

FY22, import restrictions contributed to

slower growth in the first half of FY23.

The fiscal deficit has been held under 4

percent of GDP by sharply reducing ex-

penditures to match revenue weakness. A

weak labor market recovery post

COVID-19 and lower human capital in-

vestments risk rising inequality. Elec-

tions in FY22 and FY23 were followed by

a collapse of the ruling coalitions.

Key conditions and
challenges

Nepal’s economic growth averaged 4.5 per-
cent annually between FY13 and FY22, ele-
vating the country to lower middle-income
status in 2020. Growth benefited from sub-
stantial remittance inflows averaging 23
percent of GDP per year over the same peri-
od. The jobs recovery following COVID-19
has been both slow and weak, therefore rais-
ing risks of poverty and inequality in the
medium term. Approximately 30 percent of
workers who recovered a job experienced
more than one employment transition; re-
covered jobs were of lower quality (23 per-
cent), and they resulted in lower earnings
(53percent)comparedto jobs thatwere lost.
Productivity is low across the board and is
growing too slowly for Nepal to converge to
higher income countries. Underlying con-
straints include infrastructure gaps, chal-
lenging geographic conditions, and remit-
tances appreciating the real exchange rate
and thus hindering the development of an
export sector. A structural deficit has
emerged following the transition to federal-
ism as new administrative structures have
been established while spending responsi-
bilities have yet to be fully devolved.

Recent developments

Nepal’s economy emerged from the pan-
demic with real GDP estimated to have

grown 5.8 percent in FY22, up from 4.2
percent in FY21. High-frequency indica-
tors suggest slower growth in the first
half of FY23 (H1FY23) relative to H1FY22,
as monetary policy tightened and import
restriction measures continued. Industrial
growth has benefitted from additional hy-
dropower generation capacity, while ser-
vices have benefitted from post-pandemic
demand and a gradual pickup in tourism.
Agricultural production has been favored
by a good monsoon season. Russia’s in-
vasion of Ukraine has contributed to ris-
ing inflation, peaking in mid-July 2022 at
8.1 percent year-on-year before gradual-
ly declining to 7.3 percent year-on-year
by mid-January 2023. Inflation has been
broad-based, and the rising cost of basic
necessities negatively impacted the poor
and vulnerable.
The Nepali economy imports much more
than it exports and over half of all fiscal
revenues are trade related. Expansive
monetary policy and sluggish remittances
following the pandemic led to a wide cur-
rent account deficit (CAD) of 12.8 percent
of GDP in FY22. Although reserves are
deemed adequate, as they approached the
policy floor of 7 months of import cov-
er the government raised the policy rate
by 350 basis points between February and
August 2022 to 7 percent, imposed a ban
on selected imports in April 2022, and
raised letter of credit and cash backing
requirements on imports. These import
restrictions reduced the CAD and stabi-
lized foreign exchange reserve stocks as
intended in the H1FY23. Unintended con-
sequences include a steep drop in fiscal
revenues and slower growth in H1FY23

FIGURE 1 Nepal / Real GDP levels: Actual vs. pre-covid
trend
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as goods imports fell. Import restrictions
were gradually lifted, with the final restric-
tions removed in January 2023. Worker mi-
gration has recovered, and in H1FY23 re-
mittances were 13.9 percent higher in nom-
inal dollar terms than during H1FY22.
The fiscal deficit narrowed to 3.5 percent of
GDP in FY22, driven by capital budget un-
der-execution, delayed passage of the FY22
budget, and greater trade-related revenues
associated with elevated imports. This
trend reversed quickly as the fiscal balance
turned negative in H1FY23 for the first
time in five years. Fiscal revenues fell and
expenditures were driven by electoral
spending and higher public wages. Con-
secutive fiscal deficits have increased the
debt-to-GDP ratio from 22.7 to 41.5 percent
from FY17 to FY22, roughly half of which
is highly concessional external debt.

Outlook

Nepal’s macroeconomic outlook has
dimmed, reflecting external shocks such as
the war in Ukraine as well as domestic

policies including import restrictions,
monetary policy tightening, and political
uncertainty. Local elections in May 2022
and national and provincial elections in
November 2022 were followed by succes-
sive changes in administration, the most
recent being the collapse of the ruling
coalition in March 2023.
The forecast projects growth declining to
4.1 percent in FY23 before rising to 4.9 per-
cent in FY24. As the previous World Bank
projection in October 2022 envisaged FY23
GDP real growth at 5.1 percent, the econ-
omy is now forecast to be smaller through
FY25 than under the previous forecast. It
is recommended that the authorities rely
more heavily on price signals to reduce
credit growth and thus import demand in
the future, instead of import quantity re-
strictions, to manage foreign exchange re-
serves. Other notable elements of the fore-
cast include a 1.3 percentage point of GDP
loss of both fiscal revenues and expendi-
tures in FY23 relative to FY22, as spending
was reduced to adjust to the unplanned
revenue shortfall. As a result, the fiscal
deficit is projected to remain steady at 3.5
percent of GDP in FY23 before narrowing

slightly to 3.2 percent in FY24. Total public
debt is projected to rise to 41.7 percent of
GDP in FY23 before stabilizing in the fore-
cast period. Remittances are forecast to
grow through FY25, reflecting strong mi-
gration outflows. The CAD is expected to
narrow sharply to 2.8 percent of GDP in
FY23 and FDI remains very low, leaving
external borrowing and reserves draw-
downs to continue financing the CAD.
Risks to the outlook are tilted to the down-
side. No new shocks are included in the
forecast; given the increasing frequency of
shocks in recent years, this may be opti-
mistic. Political stability may not be
achieved in the forecast period. Higher-
than-expected inflation would reduce
household purchasing power and drag
growth. Welfare recovery remains uncer-
tain due to rising inflation and risks to
agricultural production. Reduced invest-
ments in human capital, especially
amongst those yet to recover from a job
loss following COVID-19, also impose
risks to rising inequality. For the latter
group, 8 and 11 percent report dropouts
in school enrollment and incomplete early
childhood vaccinations, respectively.

TABLE 2 Nepal / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -2.4 4.2 5.8 4.1 4.9 5.5

Private Consumption 3.6 4.3 5.4 2.5 3.7 4.5
Government Consumption 3.8 -1.7 5.5 6.3 3.5 6.6
Gross Fixed Capital Investment -8.9 9.8 4.6 -15.7 21.7 13.3
Exports, Goods and Services -15.9 -21.1 35.0 9.1 21.6 18.4
Imports, Goods and Services -20.8 16.3 15.0 -12.3 17.5 12.3

Real GDP growth, at constant factor prices -2.4 3.8 5.5 4.1 4.9 5.5
Agriculture 2.4 2.8 2.3 2.5 2.6 2.8
Industry -4.0 4.5 10.2 3.2 6.5 8.9
Services -4.5 4.2 5.9 5.2 5.6 5.9

Inflation (Consumer Price Index) 6.1 3.6 6.3 6.8 6.0 5.5

Current Account Balance (% of GDP) -0.9 -7.8 -12.8 -2.8 -4.2 -3.6
Net Foreign Direct Investment Inflow (% of GDP) 0.5 0.5 0.4 0.0 0.3 0.4

Fiscal Balance (% of GDP) -5.4 -4.1 -3.5 -3.5 -3.2 -3.3
Revenues (% of GDP) 22.2 23.7 23.2 21.9 22.5 22.6
Debt (% of GDP) 36.9 40.6 41.5 41.7 41.6 41.5
Primary Balance (% of GDP) -4.7 -3.3 -2.6 -2.1 -2.1 -2.4

GHG emissions growth (mtCO2e) 0.4 3.6 4.4 3.5 3.9 4.4
Energy related GHG emissions (% of total) 28.0 28.8 29.9 31.2 33.1 35.7

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
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PAKISTAN
Table 1 2022
Population, million 235.8

GDP, current US$ billion 380.6

GDP per capita, current US$ 1613.8

International poverty rate ($2.15)a 4.9

Lower middle-income poverty rate ($3.65)a 39.8

Upper middle-income poverty rate ($6.85)a 84.5

Gini indexa 29.6

School enrollment, primary (% gross)b 95.5

Life expectancy at birth, yearsb 66.3

Total GHG emissions (mtCO2e) 490.4

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2018), 2017 PPPs.
b/ WDI for School enrollment (2019); Life expectancy
(2020).

Pakistan’s economy is under stress with

low foreign reserves and high inflation.

Activity has fallen with policy tightening,

flood impacts, import controls, high bor-

rowing and fuel costs, low confidence,

and protracted policy and political uncer-

tainty. Despite some projected recovery,

growth is expected to remain below po-

tential in the medium term. Poverty will

inevitably increase with pressures from

weak labor markets and high inflation.

Further delays in external financing, poli-

cy slippages, and political uncertainty

pose significant risks to the outlook.

Key conditions and
challenges

With high public consumption, eco-
nomic growth increased substantively
above potential in FY22 at the cost of
growing imbalances that led to pres-
sures on domestic prices, external and
fiscal sectors, the exchange rate, and
foreign reserves. These imbalances
were exacerbated by the catastrophic
flooding in 2022, surging world com-
modity prices, tightening global fi-
nancing conditions, and domestic po-
litical uncertainty. Furthermore, dis-
tortive policy measures, including pe-
riods of exchange rate caps and import
controls, delayed the IMF-EFF pro-
gram and contributed to creditwor-
thiness downgrades, lower confi-
dence, high yields, and interest pay-
ments, and the loss of access to in-
ternational capital markets.
Key risks to the outlook are the non-
completion of the IMF program due to
policy slippages and the non-material-
ization of expected financing. Additional
risks include political instability, deterio-
ration of domestic security and external
economic conditions, and financial sec-
tor risks associated with revaluation loss-
es, liquidity shortages, and high sover-
eign-exposure. Health and education out-
comes are also at risk as the high in-
flation and reduced incomes could lead
poor households to lower school atten-
dance and food intake.

Recent developments

Economic activity is estimated to have
sharply declined over July-December 2022
(H1 FY23). The devastating floods, along
with difficulties in securing quality fertil-
izers and animal feed, have reduced agri-
cultural output and labor opportunities for
low-income workers. Similarly, dwindling
foreign reserves, import restrictions, flood
impacts, high fuel costs, policy uncer-
tainty, and the slowdown in domestic
and global demand have affected indus-
try and service sector activity, with large-
scale manufacturing output contracting
by an average of 3.7 percent over H1
FY23. With the destruction of infrastruc-
ture and disrupted access to schools,
medical facilities, and sanitation systems,
the floods have negatively impacted
health and education outcomes, especially
for rural areas, potentially affecting long-
term human capital accumulation.
Pakistan’s external account weakened in
H1 FY23 as foreign reserves fell significant-
ly. With import controls, the trade deficit
contracted by nearly 32 percent y-o-y in H1
FY23. Official remittance inflows also fell
by 11.1 percent, partly due to the exchange
rate cap that made informal non-banking
channels preferable. Any decline in overall
remittances would reduce households’ ca-
pacity to cope with economic shocks,
adding pressure on poverty. Overall, the
current account deficit shrank to US$3.7
billion in H1 FY23 from US$9.1 billion in
H1 FY22. With weaker sentiment and low-
er foreign exchange inflows, the financial

FIGURE 1 Pakistan / Current account balance and major
components
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FIGURE 2 Pakistan / Actual and projected poverty rates and
real GDP per capita
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account saw the largest half-year deficit
in 12 years. Reserves therefore declined
from US$11.1 billion at the end-FY22 to
US$4.8 billion at the end-February 2023,
equivalent to 0.8 months of total imports.
With the release of the exchange rate
cap in early-2023, the official exchange
rate has fallen by more than 20 percent
against the U.S. dollar as of end-February
from end-June 2022.
Headline consumer price inflation rose
to a multi-decade high of an average of
25.0 percent y-o-y in H1 FY23, up from
9.8 percent in H1 FY22. This reflects the
weaker exchange rate, surging global
commodity prices, lower domestic fuel
and electricity subsidies, and flood-relat-
ed disruptions. As food constitutes half
of their expenditure, the real purchasing
power of poor households has fallen sig-
nificantly with higher food prices, putting
poverty gains at risk. The real interest
rate remains negative despite the policy
rate being raised by a cumulative 625 bps
to 20.0 percent since July 2022.
The fiscal deficit reached PKR1,683 billion
in H1 FY23, 23.0 percent higher than in
H1 FY22. This was driven by higher inter-
est payments as interest rates rose and the
currency weakened, leading debt servicing

costs to jump by 77.1 percent to PKR2,573
billion. Reflecting fiscal consolidation ef-
forts, non-interest expenditure rose by on-
ly 8.2 percent, with reduced spending on
subsidies and grants. Meanwhile, revenue
increased by 18.8 percent, supported by
higher revenue from direct taxes and hikes
in the petroleum development levy. Con-
sequently, the primary balance reached a
surplus of PKR890 billion – significantly
higher than the surplus of PKR81 billion
for H1 FY22.

Outlook

Real GDP growth is expected to slow
sharply to 0.4 percent in FY23, reflecting
corrective tighter fiscal policy, flood im-
pacts, high inflation, high energy prices
and import controls. Agricultural output
is expected to contract for the first time
in more than 20 years due to the floods.
Industry output is also expected to
shrink with supply chain disruptions,
weakened confidence, and higher bor-
rowing costs and fuel prices. The lower
activity is expected to spill over to the
wholesale and transportation services

sectors, weighing on services output
growth. Output growth is expected to
gradually recover in FY24 and FY25 but
remain below potential as low foreign re-
serves and import controls continue to
curtail growth. In the absence of high-
er social spending, the lower middle-
income poverty rate is expected to in-
crease to 37.2 percent in FY23. Given
poor households’ dependency on agricul-
ture, and small-scale manufacturing and
construction activity, they remain vulner-
able to economic and climate shocks.
Due to higher energy and food prices, and
the weaker Rupee, inflation is projected to
rise to 29.5 percent in FY23 but moderate
over the forecast horizon as global infla-
tionary pressures dissipate. With damp-
ened imports, the current account deficit is
projected to narrow to 2.0 percent of GDP
in FY23 but widen to 2.2 percent of GDP
in FY25 as import controls ease. The fiscal
deficit is projected to narrow to 6.7 per-
cent of GDP in FY23 and further over
the medium term as fiscal consolidation
takes hold. The macroeconomic outlook is
predicated on the completion of the IMF-
EFF program, sound macroeconomic pol-
icy, continued structural reforms, and ad-
equate external financing.

TABLE 2 Pakistan / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2019/20 2020/21 2021/22e 2022/23f 2023/24f 2024/25f
Real GDP growth, at constant market prices -1.3 6.5 6.2 0.4 2.0 3.0

Private Consumption -2.8 9.3 10.0 1.3 2.3 3.0
Government Consumption 8.5 1.8 -3.4 -16.1 3.8 4.5
Gross Fixed Capital Investment -6.7 4.5 2.5 -15.6 1.3 2.8
Exports, Goods and Services 1.5 6.5 8.4 -8.3 4.4 3.3
Imports, Goods and Services -5.1 14.5 15.6 -15.3 4.9 3.9

Real GDP growth, at constant factor pricesa -0.9 5.7 6.0 0.4 2.0 3.0
Agriculture 3.9 3.5 4.4 -1.0 2.5 2.8
Industry -5.7 7.8 7.2 -2.3 1.5 2.9
Services -1.2 6.0 6.2 1.8 2.1 3.0

Inflation (Consumer Price Index) 10.7 8.9 12.2 29.5 18.5 10.0

Current Account Balance (% of GDP) -1.5 -0.8 -4.6 -2.0 -2.1 -2.2
Net Foreign Direct Investment Inflow (% of GDP) 0.9 0.5 0.4 0.0 0.3 0.6

Fiscal Balance, including grants (% of GDP) -7.0 -6.0 -7.8 -6.7 -6.2 -6.0
Revenues (% of GDP) 13.3 12.4 12.1 10.9 11.4 12.0
Debt (% of GDP) 81.1 75.6 78.0 74.0 72.1 72.2
Primary Balance, including grants (% of GDP) -1.5 -1.1 -3.0 -0.6 -0.4 -0.4

International poverty rate ($2.15 in 2017 PPP)b,c 5.6 4.6 3.9 4.1 4.1 4.0

Lower middle-income poverty rate ($3.65 in 2017 PPP)b,c 41.9 38.9 36.2 37.2 37.1 36.6

Upper middle-income poverty rate ($6.85 in 2017 PPP)b,c 85.4 84.0 82.7 83.2 83.2 82.9

GHG emissions growth (mtCO2e) 1.2 5.1 5.0 2.1 2.7 3.0
Energy related GHG emissions (% of total) 42.6 43.6 44.3 43.8 43.7 43.8

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ The Government's provisional FY22 estimate of real GDP growth (at 2015-16 prices) is 6.0 percent.
b/ Calculations based on SAR-POV harmonization, using 2018-HIES. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
c/ Projection using neutral distribution (2018) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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SRI LANKA
Table 1 2022
Population, million 22.2

GDP, current US$ billion 74.8

GDP per capita, current US$ 3367.9

International poverty rate ($2.15)a 1.0

Lower middle-income poverty rate ($3.65)a 11.3

Upper middle-income poverty rate ($6.85)a 49.3

Gini indexa 37.7

School enrollment, primary (% gross)b 100.3

Life expectancy at birth, yearsb 76.4

Total GHG emissions (mtCO2e) 39.2

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2019), 2017 PPPs.
b/ Most recent WDI value (2020).

The economy contracted significantly in

2022, leading to the worst poverty levels

since 2009 and reversing some past hu-

man capital gains. Debt restructuring

and implementation of deep reforms are

needed for economic stabilization and

restoring growth. Mitigating the impacts

on the vulnerable is critical during this

adjustment. The fluid political situation

and heightened fiscal, external, and finan-

cial sector imbalances pose significant un-

certainty for the outlook.

Key conditions and
challenges

In the last five years, growth and poverty
reduction significantly decelerated due to
several shocks, including COVID-19. A
restrictive trade regime, weak investment
climate, episodes of loose monetary pol-
icy, and an administered exchange rate
contributed to external imbalances. Years
of fiscal indiscipline, driven primarily by
low revenue collections, led to high fiscal
deficits and large gross financing needs.
Combined with these pre-existing fiscal
imbalances, tax cuts in 2019 contributed
to a rapid build-up of debt to unsustain-
able levels. Sri Lanka lost access to in-
ternational financial markets in 2020 after
credit rating downgrades.
Without market access, official reserves
dropped from US$7.6 billion in 2019 to
less than US$500 million (excluding a
currency swap equivalent to US$ 1.4 bil-
lion with China) in December 2022. Net
foreign assets in the banking system al-
so fell to US$ -4.8 billion in December
2022. This severe forex liquidity con-
straint has been felt across the economy,
particularly from Q2 2022, with short-
ages of fuel, medicine, cooking gas, and
other inputs needed for economic ac-
tivity. Amid depleted reserves, Sri Lan-
ka announced an external debt service
suspension in April 2022, pending debt
restructuring. A foreign exchange man-
agement strategy (covering outflows with
available inflows in the absence of debt

servicing), implemented in H2 of 2022,
somewhat stabilized the external sector.
The IMF Board approved a US$3 bil-
lion-48-month Extended Fund Facility pro-
gram on March 20, 2023, after securing fi-
nancing assurances from official creditors
to provide debt relief consistent with the
IMF’s debt sustainability framework.

Recent developments

The economy contracted by 7.8 percent (y-
o-y) in 2022. While all key sectors contract-
ed, the manufacturing and construction
sectors suffered the most amid shortages
of inputs and supply chain disruptions.
High-frequency indicators, such as pur-
chasing managers’ indices, indicate contin-
ued stress in Q1 2023.
After peaking at an unprecedented 69.8
percent (y-o-y) in September, headline in-
flation closed 2022 at 57.2 percent (y-o-
y), reflecting the impact of elevated global
commodity prices, monetization of fiscal
deficits, currency depreciation, and food
supply constraints due to the 2021 ban on
chemical fertilizers. Since January 2022,
the central bank has raised policy rates
by a cumulative 1,050 basis points to try
curbing inflation.
Due to the economic contraction, half a mil-
lion jobs were lost in industry and services
and back-up lower-paying agricultural jobs
could not compensate for income losses.
Combined with increases in the cost of liv-
ing, this economic contraction led national
and urban poverty to double (to 25 per-
cent) and triple (15 percent), respectively.

FIGURE 1 Sri Lanka / Gross official reserves
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FIGURE 2 Sri Lanka / Actual and projected poverty rates
and real GDP per capita
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The crisis left 52 percent of the population
in estate areas living in poverty, exacer-
bating spatial disparities, and led to an in-
crease in overall inequality.
The trade deficit declined to US$ 5.2 billion
in 2022 from US$ 8.1 billion in 2021, as
exports, particularly textiles, grew faster
than imports. This trade deficit reduction
is estimated to have lowered the current
account deficit, despite a fall in remittances
(by 36 percent, y-o-y) and relatively low
tourism receipts. Lower remittances – a
source of income for 7.2 percent of the pop-
ulation- contributed to income losses and
to the adoption of negative coping mech-
anisms, further increasing the risk of food
insecurity and stunting.
The currency (LKR) depreciated by 78 per-
cent against the US Dollar between March
and May 2022 when it was floating. A re-
turn to a managed float, amid the ongoing
foreign exchange management strategy,
restricted the full year depreciation to 81
percent. However, due to low market con-
fidence, bringing export earnings and re-
mittances to Sri Lanka through formal
channels has been challenging, despite
mandatory repatriation and conversion
rules. The unwinding of speculative Dollar
holdings led to sharp appreciation of the
LKR in early March 2023 amid sluggish
import demand.

The overall fiscal deficit is estimated to
have declined owing to the implementa-
tion of several new revenues measures
(including a VAT rate increase from 8
to 15 percent), tightly controlled expen-
diture and a buildup of arrears to sup-
pliers and contractors. Interest payments
continued to absorb more than two-thirds
of total revenue.

Outlook

The fluid political situation and height-
ened fiscal, external, and financial sector
imbalances pose significant uncertainty
for the outlook. Growth prospects de-
pend on debt restructuring and growth-
enhancing structural reforms. At the
same time, fiscal consolidation will likely
dampen these prospects, with the fiscal
deficit expected to gradually fall over the
medium term. Inflation is projected to
come down from a high base as moneti-
zation of fiscal deficits is reined in. The
current account deficit is expected to de-
cline thanks to import compression, de-
spite decelerating exports due to weak
global demand. Additional resources will
be needed in 2023 and beyond to close
the external financing gap.

Key downside risks include a slow debt
restructuring process, limited external fi-
nancing support, a sharper global slow-
down, and a prolonged recovery from
the scarring effects of the current crisis.
A lower-level external trade equilibrium
could have contagion effects on domestic
trade, economic activity, jobs, and in-
comes. This and adverse effects from rev-
enue-mobilization efforts could worsen
poverty projections. The financial sector
needs to be managed carefully, given ris-
ing non-performing loans and large pub-
lic sector exposures.
The necessary macroeconomic adjust-
ments may initially adversely affect
growth and poverty but will correct over-
all imbalances, help regain access to inter-
national financial markets, and build the
foundation for sustainable growth. Miti-
gating the impacts on the poor and vul-
nerable remains critical during the adjust-
ment. Reducing poverty requires better-
targeted social assistance, an expansion
of employment in industry and services,
and a recovery in the real value of in-
comes. On the upside, the government’s
reform program, supported by financing
from international partners, could boost
confidence and attract fresh capital in-
flows key to restarting the labor market
and restoring livelihoods.

TABLE 2 Sri Lanka / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f

Real GDP growth, at constant market pricesa -4.6 3.5 -7.8 -4.3 1.2 2.0
Private Consumption -5.8 6.2 -8.0 -4.5 1.3 2.1
Government Consumption 3.6 3.1 -13.6 -3.4 -0.7 1.0
Gross Fixed Capital Investment -13.1 10.6 -12.6 -4.8 1.8 2.0
Exports, Goods and Services -29.6 10.3 5.6 -4.0 4.7 3.2
Imports, Goods and Services -20.1 4.1 -5.9 -3.9 4.1 2.4

Real GDP growth, at constant factor pricesa -2.9 4.0 -6.7 -4.3 1.2 2.0
Agriculture -0.9 0.9 -4.6 2.4 1.5 1.5
Industry -5.3 5.7 -16.0 -5.8 1.0 2.2
Services -1.9 3.5 -2.0 -4.5 1.2 2.0

Inflation (Consumer Price Index) 4.6 6.0 46.4 21.8 8.0 7.0

Current Account Balance (% of GDP) -1.4 -3.8 -1.6 -1.1 -1.1 -0.9
Net Foreign Direct Investment Inflow (% of GDP) 0.5 0.8 0.6 1.1 1.2 1.2

Fiscal Balance (% of GDP) -10.6 -12.0 -8.5 -7.8 -6.0 -5.0
Revenues (% of GDP) 8.8 8.3 8.7 11.0 12.5 13.5
Primary Balance (% of GDP) -4.4 -5.7 -2.4 -0.4 1.1 2.0

International poverty rate ($2.15 in 2017 PPP)b,c 1.6 1.5 5.8 6.6 6.4 6.1

Lower middle-income poverty rate ($3.65 in 2017 PPP)b,c 12.7 13.1 25.0 27.4 26.9 26.1

Upper middle-income poverty rate ($6.85 in 2017 PPP)b,c 49.9 51.1 65.0 67.2 66.9 66.0

GHG emissions growth (mtCO2e) 4.4 6.3 -6.7 -3.5 1.0 1.2
Energy related GHG emissions (% of total) 66.0 67.7 66.1 64.0 63.9 63.8

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ GDP by expenditure for 2020 and 2021 are estimates, as the data published on March 15, 2023 by authorities only included GDP by production.
b/ Calculations based on SAR-POV harmonization, using 2019-HIES. Actual data: 2019. Nowcast: 2020-2022. Forecasts are from 2023 to 2025.
c/ Microsimulations for 2020-2022 based on 2019 actual data. Neutral-distribution projections with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU
(2023-2025).
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ANGOLA
Table 1 2022
Population, million 35.0

GDP, current US$ billion 122.1

GDP per capita, current US$ 3486.5

International poverty rate ($2.15)a 31.1

Lower middle-income poverty rate ($3.65)a 52.9

Upper middle-income poverty rate ($6.85)a 78.0

Gini indexa 51.3

School enrollment, primary (% gross)b 85.0

Life expectancy at birth, yearsb 62.3

Total GHG emissions (mtCO2e) 126.3

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

Growth accelerated in 2022 due to in-

creased oil production and higher oil

prices allowing for an expansive fiscal

stance in an election year. With an appre-

ciating currency and food prices easing,

inflation declined rapidly, and poverty fell

to 32.7 percent. Growth is expected to

moderate in the near-term, bogged down

by the oil sector. Risks are elevated due to

excessive dependence on oil revenue, with

policies aimed at removing market distor-

tions and enhancing resilience remaining

a high priority.

Key conditions and
challenges

Angola’s economic fortunes have been tied
to global oil demand, which brought
volatile growth and left Angola with high
levels of poverty and inequality. Reforms
over the past 5 years have improved
macroeconomic management and public
sector governance. Macroeconomic stabili-
ty has been enhanced through a more flex-
ible exchange rate regime, central bank au-
tonomy, sound monetary policy, and fiscal
consolidation. Laws to allow greater pri-
vate sector participation in the economy,
increase the stability of the financial sec-
tor and reduce the impact of oil revenue
volatility on public finances have also
been introduced.
High poverty is linked to a lack of good-
quality jobs: 80 percent of jobs are infor-
mal, and half are in the primary sector (of-
ten subsistence work). Urban and youth
unemployment remain high, exceeding 38
percent and 50 percent, respectively. Eco-
nomic diversification remains elusive
while oil production is declining and glob-
al decarbonization looms in the medium-
term. Angola needs to urgently invest in
removing barriers to private sector in-
vestment to achieve economic diversifica-
tion to support growth, job creation, and
poverty reduction.
Given the jobs challenge, high poverty,
and a rapidly growing population, invest-
ing in human capital and poverty reduc-
tion is a top priority. Inadequate provision

of health and education reduce the poten-
tial productivity of a child born in Angola
to 36 percent what it could be. Investments
in human capital will require sustainably
increasing spending and improving man-
agement and accountability to ensure re-
sults. Investments in education and health
have been complemented with the roll-out
of a social registry and the Kwenda cash
transfer program in 2020, with close to a
million rural households registered. A
broader social safety net with adaptable in-
come support could substantially reduce
extreme poverty, mitigate the impact of
shocks on households, and support invest-
ments in human capital.

Recent developments

GDP growth accelerated in 2022 to an es-
timated 3.5 percent - the first time since
2014 that it outpaced population growth -
thanks to a small rebound in oil produc-
tion and high oil revenues. Higher oil
prices allowed for fiscal expansion, espe-
cially in public investments, and appreci-
ation of the domestic currency, underpin-
ning strengthening domestic demand and
generating growth in private consumption
estimated at around 5 percent. The oil sec-
tor contributed to this recovery with a
growth of 1.4 percent, the first expansion
since 2015. Non-oil output accelerated
with agriculture and fisheries growing al-
most 7 percent and the services sector re-
covering to pre-COVID-19 levels. Con-
struction activity expanded, benefitting
from higher government investment in the

FIGURE 1 Angola / Real GDP growth and contributions to
real GDP growth
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FIGURE 2 Angola / Actual and projected poverty rates and
real private consumption per capita
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context of improved financial conditions
and an election year.
With higher oil prices, the currency appre-
ciated by 26.2 percent in 2022, though ap-
preciation pressures have receded since
late 2022. The current account surplus
stood at about 11 percent of GDP, driven
by high growth in oil exports (51 percent
year-on-year). International reserves stood
at US$14.5 billion dollars at the end of
2022, or about 6 months of imports.
Inflation has fallen rapidly, allowing the
Central Bank to moderately loosen mon-
etary policy. The year-over-year rate fell
from 27 percent in December 2021 to 13.9
percent in December 2022, the lowest rate
since 2015. As inflation pressures subside,
the Central Bank lowered the reference
rate from 20 percent until September 2022
to 18 percent by January 2023.
Positive per capita growth and slowing in-
flation are expected to have reduced
poverty at $2.15 per day (2017 PPP) by 0.4
percentage points to 32.7 percent, yet the
number of people living in poverty contin-
ued to grow, surpassing 11.4 million.
The government achieved a fiscal surplus
of 2.7 percent of GDP, despite expen-
diture significantly exceeding budgeted

levels, especially on investment and fuel
subsidies. However, the non-oil primary
deficit, a measure of the structural fiscal
position, increased to 7.7 percent of GDP,
up from 4.8 percent in 2021 and above
the government’s medium-term target of
5 percent. Debt-to-GDP declined to about
65 percent, with proactive debt manage-
ment, including purchase of outstanding
Eurobonds reducing near-term external
financing needs.

Outlook

Due to decreased oil production and
reduced fiscal impulse, growth is ex-
pected to moderate to 2.6 percent in
2023, falling once again below popu-
lation growth (3.1 percent). Growth in
the non-oil economy, especially in agri-
culture, construction and services is ex-
pected to remain robust, with non-oil
GDP growth exceeding four percent an-
nually. While the poverty rate is expected
to continue marginally decreasing, due to
rapid population growth, the number of
poor will surpass 11.7 million.

Inflation is expected to remain on a moder-
ating trend, however possible adjustments
in regulated prices, especially for fuel,
could temporarily increase prices. The cur-
rent account surplus is expected to narrow
gradually, as growth in non-oil exports
will be insufficient to offset the declining
trend of oil production and the expected
reduction of oil prices, while import
growth remains robust. The flexible ex-
change rate is expected to mitigate the
pressures on external reserves and serve
as a first line of defense against external
shocks. External financing requirements
resulting from the large external debt ser-
vice are met by bilateral and multilateral
loans, bond issuances and, increasingly,
foreign direct investment.
Fiscal accounts are expected to remain bal-
anced in the absence of new oil price
shocks. The 2023 budget targets a small
overall fiscal surplus. A significant decline
of oil prices could result in a fiscal deficit
and increased financing needs. Fuel sub-
sidy reform, which the government in-
tends to undertake in the course of 2023,
could free up fiscal space that can be used
for greater investments in poverty reduc-
tion and human capital formation.

TABLE 2 Angola / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -5.6 1.1 3.5 2.6 3.3 3.1

Private Consumption -3.3 6.4 5.5 4.0 4.0 4.0
Government Consumption -8.2 -6.4 -1.6 10.1 25.0 12.3
Gross Fixed Capital Investment -15.5 9.2 -0.6 3.7 0.2 1.0
Exports, Goods and Services -6.2 -10.7 1.5 -1.3 -3.5 -3.4
Imports, Goods and Services -19.6 -18.3 13.8 9.6 7.0 0.8

Real GDP growth, at constant factor prices -6.8 -0.1 3.4 2.5 3.1 2.9
Agriculture 2.8 17.2 6.8 4.6 4.6 5.0
Industry -10.5 -8.3 2.1 0.3 -1.1 -0.7
Services -3.9 6.2 3.9 4.2 6.7 5.7

Inflation (Consumer Price Index) 22.3 25.8 21.4 9.8 4.4 3.5

Current Account Balance (% of GDP) 2.4 5.8 13.5 8.6 9.1 9.2
Net Foreign Direct Investment Inflow (% of GDP) 3.3 4.5 4.8 1.5 0.6 1.3

Fiscal Balance (% of GDP) -1.9 3.9 2.6 1.9 0.1 -0.1
Revenues (% of GDP) 20.8 24.1 24.4 22.7 20.6 19.2
Debt (% of GDP) 130.7 85.7 64.5 60.7 54.9 50.8
Primary Balance (% of GDP) 4.9 9.3 7.0 6.0 3.6 3.0

International poverty rate ($2.15 in 2017 PPP)a,b 33.6 33.1 32.7 32.6 32.5 31.8

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 54.8 54.4 54.2 54.1 54.0 53.5

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 80.8 80.2 79.8 79.7 79.5 78.8

GHG emissions growth (mtCO2e) 0.3 -1.7 -0.1 -0.5 -0.8 -0.8
Energy related GHG emissions (% of total) 16.3 16.0 17.3 18.5 19.3 20.0

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 2018-IDREA. Projection using point to point elasticity at regional level with pass-through = 0.7 based on private consumption per capita in constant
LCU.
b/ Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
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BENIN
Table 1 2022
Population, million 13.4

GDP, current US$ billion 20.0

GDP per capita, current US$ 1501.3

International poverty rate ($2.15)a 19.9

Lower middle-income poverty rate ($3.65)a 53.2

Upper middle-income poverty rate ($6.85)a 83.4

Gini indexa 37.8

School enrollment, primary (% gross)b 116.7

Life expectancy at birth, yearsb 60.1

Total GHG emissions (mtCO2e) 28.5

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2018), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

After a strong rebound in 2021, real

growth moderated to 6 percent in 2022. In-

flation remained subdued at 2.5 percent

due to a strong harvest season and mea-

sures to partially offset import price pres-

sure and extreme poverty incidence de-

clined by 1.1 percent. Benin's fiscal re-

sponse to overlapping crises has signifi-

cantly reduced fiscal space, with a steep in-

crease in debt levels. Food, energy, and fer-

tilizer price volatility, increased security

risks in the North, and extreme weather

events cloud the outlook.

Key conditions and
challenges

Real GDP growth moderated in 2022 due
to the global economic slowdown and un-
certainties generated by Russia’s invasion
of Ukraine. Fiscal consolidation efforts be-
tween 2016-19 enabled countercyclical, ex-
pansionary fiscal policy to respond to
overlapping crises over 2020-22. This, com-
bined with significant infrastructure in-
vestment under the second Government
Action Plan (PAG, 2021-26) and a resilient
agriculture sector, allowed Benin to main-
tain above-regional average growth and is
expected to have led to a reduction in
poverty in 2022. However, poverty and
vulnerability remain high, with substantial
spatial disparities.
With rising global uncertainties and secu-
rity threats in the North, sustaining eco-
nomic growth over the medium term will
require pursuing structural reforms to al-
leviate critical constraints. First, rebuilding
fiscal space through improved revenue
collection and streamlined tax expendi-
tures, while enhancing the efficiency of
public spending. Second, the impacts of re-
cent crises and recurrent climate shocks
highlighted the need for accelerated imple-
mentation of reforms to strengthen shock
resilience, notably social protection.
In terms of risks, increased insecurity and
social tensions in the North together with
sustained food, energy, and fertilizer price
volatility would negatively impact poor
and vulnerable households, slowing

poverty reduction and pushing more
households into fragility. Extreme climate
events could also cause severe damage and
jeopardize agricultural output.

Recent developments

Real GDP growth decelerated to 6 percent
in 2022 (3.1 percent in per capita term) due
to global geopolitical tensions and regional
instability. On the supply side, the primary
sector remained resilient despite fertilizer
supply disruptions, thanks to higher cot-
ton exports. Services remained the major
contributor to growth on the back of strong
transport and logistics sectors. On the de-
mand side, private consumption growth
slowed moderately, while public invest-
ment was scaled back as fiscal space nar-
rowed. Year-on-year inflation accelerated
to 2.8 percent at end-2022, remaining well
below peers due to a strong harvest sup-
porting local food supply and measures to
combat inflation, such as temporary im-
port tax exemptions and export restrictions
to neighboring countries. Growth in agri-
culture combined with relatively low in-
flation is expected to have reduced the
international poverty rate ($2.15 a day,
2017 PPP) from 18.6 percent in 2021 to
17.5 percent in 2022.
Higher formal oil prices coupled with sig-
nificant construction and security imports
widened the current account deficit (CAD)
(including grants) to 6.1 percent of GDP in
2022 from 4.1 percent in 2021. The CAD
was primarily financed by regional bond
emissions and concessional financing.

FIGURE 1 Benin / Fiscal balance and change in public and
publicly guaranteed debt
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FIGURE 2 Benin / Actual and projected poverty rates and
real GDP per capita
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The fiscal deficit has remained elevated for
the third consecutive year, at 5.7 percent
of GDP in 2022, owing to unanticipated
spending to cushion the effects of the war
in Ukraine and contain rising security
threats in the North. Domestic revenues
remained resilient in 2022, reaching 13.4
percent of GDP, compared to 13.2 in 2021,
thanks to improvements in tax administra-
tion and the application of the new Tax
Code. Public debt continued to increase,
reaching 52.8 percent of GDP in 2022
(+11.6 ppt compared to 2019), with the
share of external debt significantly in-
creasing over the last few years. Benin re-
mains at moderate risk of external and
overall debt distress, but with limited
space to absorb shocks.
To counter inflation across WAEMU coun-
tries, the Central Bank of West African
States (BCEAO) raised policy interest rates
by a cumulative 75 basis points in 2022
(to 2.75 percent for liquidity calls and 4.75
percent for the marginal lending facility).
BCEAO will likely need to continue tight-
ening in 2023 in line with other major cen-
tral banks, and as foreign exchange re-
serves have declined and inflation remains
well above the target range of 1-3 percent.

Furthermore, delaying fiscal adjustments
towards the regional fiscal deficit target of
below 3 percent of GDP by 2025 could ex-
acerbate debt sustainability risks in some
countries, while increasing regional fi-
nancing needs, reducing FX reserve
buffers, and elevating inflationary risks.

Outlook

In the medium-term, real growth is expect-
ed to hover around 6 percent, equivalent to
3.1 percent per capita. Growth will be dri-
ven by private consumption as inflationary
pressures abate, and total investment will
gradually shift from public to private. On
the supply side, the dynamism of the con-
struction sector and agriculture produc-
tion will support growth. Inflation is pro-
jected to reach the WAEMU target of 2 per-
cent in 2024. The CAD should improve
progressively, averaging 4.7 percent of
GDP over 2024-25, thanks to an expected
decrease in the price of oil products. Re-
gional bond issuances will largely finance
the CAD as international financial markets
are expected to remain tight.

Poverty reduction is expected to grad-
ually revert to its pre-crisis downward
trend as economic growth remains ro-
bust. However, slower growth in ser-
vices over the medium term is expected
to lead to a deceleration in the pace of
poverty reduction, with the headcount
rate ($2.15 a day, 2017 PPP) declining
only marginally from 17.5 percent in
2022 to 17.2 percent in 2023 and further
to 16.2 percent by 2025.
The planned revenue-based fiscal consoli-
dation – complemented by the removal of
exceptional subsidies and more efficient
spending - should rebuild fiscal space
with an expected deficit of 4.3 percent
of GDP in 2023 and around 3 percent
from 2024, in line with the current WAE-
MU convergence criterion. Delaying fiscal
adjustment towards the regional fiscal
deficit target could exacerbate debt sus-
tainability risks in some countries, while
a deterioration of the external environ-
ment, a strong increase in military and
security spending, or an extreme weather
event could delay consolidation. Under
more benign conditions, public debt is ex-
pected to decline gradually after peaking
at 53.2 percent in 2023.

TABLE 2 Benin / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 3.8 7.2 6.0 6.0 5.9 6.1

Private Consumption 3.0 4.2 3.7 3.9 4.0 4.1
Government Consumption 19.6 2.0 12.4 3.2 1.7 3.8
Gross Fixed Capital Investment -6.2 17.7 17.7 9.9 7.6 10.7
Exports, Goods and Services -6.7 22.2 13.6 3.6 7.8 7.5
Imports, Goods and Services -11.3 19.6 22.4 1.8 2.8 7.1

Real GDP growth, at constant factor prices 3.8 7.2 6.0 6.0 5.9 6.1
Agriculture 1.8 4.7 5.5 5.7 5.8 5.8
Industry 5.2 10.5 7.0 8.2 6.8 7.2
Services 4.2 7.0 5.8 5.1 5.5 5.7

Inflation (Consumer Price Index) 3.0 1.7 2.5 3.0 2.0 2.0

Current Account Balance (% of GDP) -1.7 -4.2 -6.1 -5.5 -4.7 -4.7
Net Foreign Direct Investment Inflow (% of GDP) 0.5 -1.0 0.7 1.0 1.1 0.9

Fiscal Balance (% of GDP) -4.7 -5.7 -5.6 -4.3 -2.9 -2.9
Revenues (% of GDP) 14.4 14.1 13.9 14.4 15.2 15.6
Debt (% of GDP) 46.1 50.3 53.0 53.5 52.1 50.7
Primary Balance (% of GDP) -2.7 -3.5 -3.7 -2.8 -1.1 -1.2

International poverty rate ($2.15 in 2017 PPP)a,b 19.4 18.6 17.5 17.2 16.7 16.2

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 52.0 50.6 48.9 48.2 47.4 46.5

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 82.4 81.5 80.6 80.4 80.0 79.4

GHG emissions growth (mtCO2e) 2.1 6.7 1.7 1.1 4.5 4.7
Energy related GHG emissions (% of total) 31.7 35.5 35.8 35.8 37.7 39.7

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 2018-EHCVM. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection based on microsimulation model that accounts for differences in sectoral growth, food and nonfood inflation.
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BOTSWANA
Table 1 2022
Population, million 2.5

GDP, current US$ billion 20.4

GDP per capita, current US$ 8287.7

International poverty rate ($2.15)a 15.4

Lower middle-income poverty rate ($3.65)a 38.0

Upper middle-income poverty rate ($6.85)a 63.5

Gini indexa 53.3

School enrollment, primary (% gross)b 99.0

Life expectancy at birth, yearsb 65.6

Total GHG emissions (mtCO2e) 59.6

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2015), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Botswana’s economy grew strongly, by 6.5

percent in 2022 supported by favorable ex-

ternal demand for diamonds. Growth is ex-

pected to slow and average 4.0 percent over

2023-25. The outlook relies on robust

though slowing diamond demand and a

pickup in non-mineral activities, support-

ed by improved electricity and water sup-

ply and continued tourism recovery.

Poverty is projected to decrease slightly to

14.6 percent, using the US$2.15 per day

international poverty line, while inequali-

ty remains among the highest in the world.

Key conditions and
challenges

Prudent macroeconomic and fiscal policies
explain the low public debt ratio of 20.8
percent of GDP reported by Botswana at
the end of 2022, justifying favorable rat-
ings by international rating agencies.
However, the significant fiscal buffers ac-
cumulated in the Government Investment
Account were depleted during the
COVID-19 pandemic. Preserving Botswana’s
strong fiscal position requires efforts to in-
crease domestic revenue mobilization and
limit expenditure growth. The govern-
ment’s plan includes improving the effi-
ciency of public spending and reorientat-
ing expenditures toward investment and
human capital to enable the private sector
in order to diversify the economy, raise
productivity, and create more jobs.
Botswana’s diamond-led growth model
has started to show its limitations, includ-
ing fiscal vulnerabilities, weak economic
diversification, and persistent income in-
equities, which were further exacerbated
by the COVID-19 pandemic. Economic
growth slowed to 3.3 percent annually on
average over 2012-21 and translated into
low job creation, resulting in high unem-
ployment (25.4 percent in 2022).
Botswana is vulnerable to external shocks,
especially fluctuations in the prices of di-
amonds and other commodities as well as
climate shocks such as droughts. In partic-
ular, droughts affect livestock (beef is the
primary agricultural export product) and

crop production therefore negatively im-
pacting rural households. There is need to
reform the public sector and its role in the
economy to enable private sector develop-
ment. Investments in the tourism, agricul-
ture (mainly livestock value chain), ener-
gy, and manufacturing sectors bode well
to attract international capital flows. Gov-
ernment needs to accelerate the implemen-
tation of the “Reset Agenda” to transform
the economy into a high-income economy.
This should be supported by enhanced ac-
countability, competition, and governance.
Excessive reliance on import substitution
and restrictions to promote industrializa-
tion should be avoided.

Recent developments

Thanks to a favorable global environment
(especially the diamond sector),
Botswana’s GDP grew by an estimated
6.5 percent in 2022, in line with the strong
recovery recorded in 2021. This growth
was mainly driven by the good perfor-
mance in mining and diamond trading.
The external balance improved, support-
ed by the increased value of diamond ex-
ports (20.4 percent in 2022), with the cur-
rent account recording an estimated sur-
plus of 2.5 percent of GDP.
Inflation increased sharply to a decade
high of 12.2 percent in 2022 (from 6.7 per-
cent in 2021). It was triggered by an up-
ward adjustment of administered prices, a
modest recovery in domestic demand, and
higher international food and fuel prices
emanating from supply chain shocks from

FIGURE 1 Botswana / Inflation and real GDP growth
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FIGURE 2 Botswana / Actual and projected poverty rates
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Russia’s invasion of Ukraine. Import re-
strictions to promote local industries put
pressure on domestic prices. Higher food
prices might be a source of income growth
for some poor rural households engaged in
agriculture, but they are expected to fur-
ther hurt poor urban households, while
higher fertilizer prices hamper agricultural
production. As a response, the Bank of
Botswana tightened monetary policy by
raising the interest rate by a cumulative
151 basis points during 2022.
The overall fiscal deficit narrowed to an
estimated 2 percent of GDP in 2022. Fis-
cal revenues exceeded budgeted levels
by 5.4 percent, outpacing the increase
in wage expenditure, the fuel subsidy
program, and social welfare. Public debt
reached 20.8 percent of GDP in 2022.
Most of the new borrowing was on the
domestic market at relatively low interest
rates. Interest payments on debt in-
creased to 0.7 percent of GDP in 2022
compared to 0.5 percent of GDP in 2021
owing to monetary tightening.
Unemployment remains structurally high,
posing challenges to Botswana’s inclusive
development strategy, though it declined
slightly from the post-pandemic peak of

26 percent in 2021 to 25.4 percent in 2022.
Poverty based on the international poverty
line of US$2.15 per person per day (2017
PPP) was estimated at 14.7 percent in 2022.

Outlook

As global demand is expected to deceler-
ate and diamond prices to stabilize, GDP
growth is projected at 4 percent in 2023
and into the medium term. The outlook
relies on a stable but robust performance
of the diamond sector, while a modest
pickup is projected in non-mineral ac-
tivities, supported by improved electrici-
ty and water supply. Poverty under the
US$2.15 international poverty line is pro-
jected to remain relatively high for an
upper-middle-income country at around
14.5 percent in 2023.
Fiscal pressures are expected to remain
significant amid elevated capital and cur-
rent spending. Planned capital spending
has been increased significantly (27.8 per-
cent in FY23) as an ‘economic stimulus’
but given the history of underspending
due to limited absorptive capacity, it raises

concerns of spending inefficiencies. The
consolidation of the public sector’s wage
bill could prove difficult in a high inflation
context. The overall fiscal deficit is project-
ed to increase to 2.9 percent in 2023, and
then to decline to 0.9 percent of GDP in
FY25. Public debt is projected to decline to
below 20 percent of GDP by 2025. The cur-
rent account is expected to improve to a
surplus of 3.1 percent of GDP in 2023 and
to 4.8 percent of GDP in 2025.
Priorities for reform include accelerating
digital connectivity, business environ-
ment reforms, value chain development
in both mining and non-mining sectors,
and accelerating infrastructure develop-
ment. Emphasis on strengthening fiscal
prudence and discipline (including
through implementation of state-owned
enterprise reforms), enhancing revenue
mobilization through improvements in
tax collection, and replenishing the Gov-
ernment Investment account to manage
debt sustainability are key measures that
would aid inclusive growth. The outlook
is subject to substantial downside risks
mainly related to the broad effects of the
war in Ukraine and the projected deceler-
ation in global demand.

TABLE 2 Botswana / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -8.7 11.8 6.5 4.0 4.0 4.0

Private Consumption 2.6 2.4 3.0 2.5 2.5 2.0
Government Consumption 5.3 4.0 4.3 7.1 1.3 0.6
Gross Fixed Capital Investment -9.2 -0.3 7.2 1.3 2.7 3.2
Exports, Goods and Services -18.6 31.7 12.0 6.8 7.0 7.0
Imports, Goods and Services 5.0 2.3 3.9 4.2 3.5 3.0

Real GDP growth, at constant factor prices -9.1 11.9 6.5 4.0 4.0 4.0
Agriculture -2.7 -1.0 0.8 2.8 2.6 2.6
Industry -20.5 19.3 11.3 8.0 4.4 4.4
Services -1.3 8.1 3.7 1.3 3.8 3.7

Inflation (Consumer Price Index) 1.9 6.7 12.2 7.5 4.5 4.5

Current Account Balance (% of GDP) -8.6 -0.5 2.5 3.1 4.3 4.8
Net Foreign Direct Investment Inflow (% of GDP) 0.7 0.6 0.9 0.8 0.7 0.6

Fiscal Balance (% of GDP)a -9.5 0.0 -2.0 -2.9 -2.4 -0.9
Revenues (% of GDP) 28.6 31.8 29.7 29.0 28.5 29.1

Debt (% of GDP)b 24.6 22.3 20.8 21.9 20.4 19.9

Primary Balance (% of GDP)a -8.9 0.5 -1.4 -2.0 -1.6 -0.3

International poverty rate ($2.15 in 2017 PPP)c,d 16.0 15.1 14.7 14.5 14.4 14.3

Lower middle-income poverty rate ($3.65 in 2017 PPP)c,d 39.1 37.2 36.5 36.2 35.9 35.6

Upper middle-income poverty rate ($6.85 in 2017 PPP)c,d 64.6 62.8 62.0 61.7 61.5 61.2

GHG emissions growth (mtCO2e) -1.4 3.7 0.9 0.3 0.4 -9.6
Energy related GHG emissions (% of total) 15.7 16.8 17.5 17.8 18.1 13.0

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Fiscal balances are reported in fiscal years (April 1st -March 31st).
b/ Refers to Public and Publicly Guaranteed debt.
c/ Calculations based on 2009-CWIS and 2015-BMTHS. Actual data: 2015. Nowcast: 2016-2022. Forecasts are from 2023 to 2025.
d/ Projection for $2.15 poverty using annualized elasticity (2009-2015) with pass-through = 0.87 based on GDP per capita in constant LCU. For higher lines use 85% and 50%
of the 2.15 elasticity, respectively.
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BURKINA FASO
Table 1 2022
Population, million 22.7

GDP, current US$ billion 21.3

GDP per capita, current US$ 941.1

International poverty rate ($2.15)a 30.5

Lower middle-income poverty rate ($3.65)a 59.8

Upper middle-income poverty rate ($6.85)a 81.1

Gini indexa 47.3

School enrollment, primary (% gross)b 92.2

Life expectancy at birth, yearsb 59.7

Total GHG emissions (mtCO2e) 64.4

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2018), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

GDP growth slowed to 2.5 percent in

2022 (-0.1 percent per capita) as insecuri-

ty led to the closure of several gold mines

and high food prices drove inflation to a

region-high 14.1 percent; poverty inci-

dence increased by 5.9 percentage points.

Growth could strengthen to 4.3 percent

in 2023 with improved security; howev-

er, the medium-term outlook is subject

to substantial downside risks with secu-

rity spending and expensive borrowing

delaying fiscal consolidation.

Key conditions and
challenges

Insecurity and political instability remain
the most critical growth constraints in the
short term. Several mines suspended oper-
ations in 2022 as a result of insecurity and
new mining investments were postponed.
As local populations are displaced, agri-
cultural output growth weakens, aggravat-
ing food insecurity. The two coups in 2022
triggered a sharp reduction in the inter-
national community’s financial support
while negatively affecting private invest-
ment and foreign direct investment (FDI).
Continued violent incidents could further
reduce mining activity and the country’s
vital gold exports that provide a hedge
amid global uncertainty.
The primarily rain-fed agriculture and
livestock sectors, which account for
around 20 percent of GDP and employ
over 90 percent of the country’s poor, re-
main highly vulnerable to climate shocks
and natural disasters.

Recent developments

GDP growth slowed to an estimated 2.5
percent in 2022 (-0.1 percent per capita).
Growth was driven by the primary and
tertiary sectors, which grew 5.1 and 5.6
percent, respectively, underpinned by a re-
turn to average rainfall and higher gov-
ernment support to public services. After

strong 2021 growth, the secondary sector
contracted 4.9 percent in 2022 due to
the insecurity-induced closure of several
mines. As a result, growth was restrained
by lower exports (-0.6 percent) and pri-
vate investment (-6 percent) while
buoyed by higher public investment
(+39.8 percent), as the authorities in-
creased security spending.
Soaring food prices (peaking at 30.8 per-
cent year-on-year inflation in July) brought
annual inflation to 14.1 percent, which
coupled with negative per capita income
growth eroded the purchasing power of
households. Poverty incidence is estimated
to have increased by 5.9 percentage points,
implying an additional 1.5 million fell into
extreme poverty during 2022. While the
rise in import prices related to Russia’s in-
vasion of Ukraine fed into domestic infla-
tion, supply-side shocks from a poor har-
vest in late 2021 and insecurity driving
farmers from their lands drove inflation.
Providing supplies to blockaded areas has
been very difficult and food insecurity has
increased, with the country’s far north al-
ready in an emergency situation. Further-
more, local prices were up to 6 times the
5-year average.
High international gold and cotton prices
mitigated the impacts of production short-
falls caused by mine closures and pest in-
festations. Nevertheless, the current ac-
count balance deteriorated to -5.2 percent
of GDP with defense spending bringing in
higher fuel imports.
To counter inflation across WAEMU
countries, the Central Bank of West
African States (BCEAO) raised policy in-
terest rates by a cumulative 75 basis

FIGURE 1 Burkina Faso / Real GDP growth and inflation
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FIGURE 2 Burkina Faso / Actual and projected poverty
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points in 2022 (to 2.75 percent for liquidi-
ty calls and 4.75 percent for the marginal
lending facility). BCEAO will likely need
to continue tightening in 2023 in line with
other major central banks, as foreign ex-
change reserves have declined, and infla-
tion remains well above the target range
of 1-3 percent. Furthermore, delaying fis-
cal adjustments towards the regional fis-
cal deficit target of below 3 percent of
GDP by 2025 could exacerbate debt sus-
tainability risks in some countries, while
increasing regional financing needs, re-
ducing FX reserve buffers, and elevating
inflationary risks.
The fiscal deficit increased to 10.6 percent
of GDP in 2022 - the largest deficit in
the region. Revenues increased as a share
of GDP despite an underperforming min-
ing sector, thanks to higher import taxes
and ongoing reforms in digitalizing tax
administration processes. Given worsen-
ing insecurity, security spending rose to
4.6 percent of GDP in 2022 (3.4 percent in
2021). Fiscal transfers (9 percent of GDP)
were also higher than normal, partly due
to a one-time payment of arrears linked
to fuel subsidies (4.6 percent of GDP).

Public debt reached 54.3 percent of GDP
by the end of 2022, with higher-interest
domestic debt making up the majority of
the public debt stock.

Outlook

Growth will increase to 4.3 percent in 2023
(1.7 percent in per capita terms), driven by
the agriculture and service sectors, and a
recovery in gold mining.
Average annual inflation is projected to de-
cline to 4.9 percent in 2023, reflecting a de-
cline in global oil and food prices and as-
suming no further deterioration in insecu-
rity. The fiscal deficit is projected to remain
high, at 6.9 percent of GDP, exceeding the
target (4.7 percent) of the adopted budget,
due to higher security spending and the in-
clusion of securitized debt linked to fuel
subsidies in spending figures. Conver-
gence to the WAEMU’s 3 percent target
is not expected before 2027. Financing the
deficit will prove challenging as tighter
global financing has already increased the
cost of funding on the WAEMU regional

bond market and access to concessional
funding remains constrained. A return to
civilian rule, scheduled for mid-2024,
could usher in renewed concessional fund-
ing, helping debt sustainability.
Assuming improvements in security and
the implementation of the transition
agenda, growth is projected to improve
over the medium term, reaching 5.1 per-
cent by 2025.
Poverty rates are predicted to remain un-
changed in 2023, as inflation offsets
growth in the incomes of poor house-
holds, before beginning to trend down-
wards by about 1 percentage point a year.
This marginal decline will only just keep
up with increasing population growth,
and the number of poor is expected to re-
main about 7.5 million.
Persistent insecurity is the primary risk to
the outlook. Furthermore, a slowdown in
global growth, higher inflation, and mon-
etary tightening internationally could lead
to higher financing costs. The price of gold
remains at historically high levels, but
could weaken in real terms, posing a risk
to the current account and domestic rev-
enue mobilization.

TABLE 2 Burkina Faso / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 1.9 6.9 2.5 4.3 4.8 5.1

Private Consumption 8.6 3.4 3.4 3.1 4.3 4.1
Government Consumption 7.1 6.6 1.3 10.9 6.9 6.5
Gross Fixed Capital Investment -4.6 34.8 3.8 5.1 5.0 6.1
Exports, Goods and Services -7.1 6.5 -0.6 2.8 3.4 4.1
Imports, Goods and Services 5.3 15.5 1.7 4.6 4.0 3.9

Real GDP growth, at constant factor prices 1.9 6.9 2.5 4.3 4.8 5.1
Agriculture 5.2 -4.1 5.1 4.7 4.5 4.3
Industry 12.8 11.0 -4.9 0.5 2.8 4.1
Services -4.9 10.3 5.6 6.2 6.0 6.0

Inflation (Consumer Price Index) 1.9 3.9 14.1 4.9 3.8 2.4

Current Account Balance (% of GDP) -0.1 -3.0 -5.2 -4.4 -3.6 -3.0
Net Foreign Direct Investment Inflow (% of GDP) -0.6 0.5 0.5 0.6 0.5 0.5

Fiscal Balance (% of GDP) -5.1 -7.5 -10.6 -6.9 -5.4 -5.1
Revenues (% of GDP) 19.1 20.3 20.7 20.6 20.6 20.5
Debt (% of GDP) 44.9 48.2 54.3 58.3 60.8 62.4
Primary Balance (% of GDP) -3.7 -6.0 -8.5 -5.1 -3.5 -3.1

International poverty rate ($2.15 in 2017 PPP)a,b 26.5 26.8 32.7 32.7 32.1 30.9

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 56.2 56.3 61.8 62.0 61.7 60.5

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 79.0 77.8 80.8 81.0 80.5 80.0

GHG emissions growth (mtCO2e) 3.2 6.0 4.6 5.0 5.1 5.1
Energy related GHG emissions (% of total) 10.5 11.1 11.4 11.8 12.3 12.7

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 2018-EHCVM. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection based on microsimulation model that accounts for differences in sectoral growth, food and nonfood inflation.
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BURUNDI
Table 1 2022
Population, million 12.9

GDP, current US$ billion 3.6

GDP per capita, current US$ 279.8

International poverty rate ($2.15)a 65.1

Lower middle-income poverty rate ($3.65)a 86.7

Upper middle-income poverty rate ($6.85)a 96.5

Gini indexa 38.6

School enrollment, primary (% gross)b 115.1

Life expectancy at birth, yearsb 61.6

Total GHG emissions (mtCO2e) 8.9

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2013), 2017 PPPs.
b/ Most recent WDI value (2020).

Economic growth is estimated at 1.8

percent in 2022, a slight deceleration

over 2021, driven by industry and ser-

vices. Agriculture contracted due to in-

sufficient rainfall and delays in fertilizer

distribution. Higher commodity prices

due to Russia’s invasion of Ukraine lift-

ed inflation. Growth is expected to accel-

erate in 2023-25, although downside

risks, including from fiscal slippage, are

substantial. With rapid population

growth, per capita GDP continues to

contract, while poverty is expected to

reach 83 percent in 2023.

Key conditions and
challenges

Burundi’s economic development has been
hampered by structural challenges that re-
inforced a cycle of fragility and poverty. Bu-
rundi is faced with a multidimensional
fragility trap characterized by recurring po-
litical instability, low economic diversifica-
tion, high population growth, environmen-
tal degradation, and volatile growth. The
cessation of aid between 2015-2019 con-
strained the government's ability to ensure
access to services. The macroeconomic poli-
cy reaction prevented larger cuts to current
expenditures but led to foreign exchange re-
strictions, exchange rate overvaluation, fis-
cal dominance of monetary policy, and high
public sector indebtedness.
Moreover, human capital accumulation
has not kept up with fast population
growth. Transition to secondary schooling
remains low (48 percent), and below LIC
and SSA averages. Learning poverty rates
- measured as the share of children who
cannot understand a simple text by the end
of primary school - remain high (93 per-
cent). Among adolescent girls, as many as
30 percent are out of school. Furthermore,
Burundi has one of the highest rates of
chronic undernutrition in SSA and world-
wide, with almost one in two households
being food insecure and over half of the
children under five stunted. The share of
stunted children among those under the
age of five increased to 55.8 percent in 2021
from 52.6 percent in 2020 and this is poised

to deteriorate with the inflationary pres-
sures on food prices due to the war in
Ukraine. Against this backdrop, monetary
poverty has been estimated at 83.0 percent
(based on the international poverty line of
$2.15/day) in 2022, up from 65.1 in 2013
(the last year with current data availability
to the World Bank).
Gradual re-engagement with the interna-
tional community since 2020 creates an
opportunity for reforms to stabilize the
country’s economy and scale up invest-
ments in human capital and infrastruc-
ture as a part of a process to change Bu-
rundi's growth trajectory.

Recent developments

Higher oil and food prices led to negative
terms of trade shock which slowed econom-
ic growth, accelerated inflation, and in-
creased fiscal and current account deficits.
Growth decelerated to 1.8 percent in 2022
(-0.8 percent in per capita terms) from 3.1
percent in 2021, driven by industry and
services. Agriculture contracted by 0.8 per-
cent due to delays in fertilizer supply, lim-
ited rainfall, and poor seed quality. Gov-
ernment consumption and investment
supported growth on the demand side.
At 11.5 percent of GDP, the fiscal deficit
has worsened from 4.6 percent in 2021.
This reflects a sharp increase in subsidies,
transfers, and stronger capital spending
while revenues slightly decreased. The fis-
cal deficit was mainly financed by T-bonds
and credits from the Central Bank with
public debt reaching 67.5 percent of GDP.

FIGURE 1 Burundi / Real GDP growth and sectoral
contributions to real GDP growth
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FIGURE 2 Burundi / Actual and projected poverty rates and
real GDP per capita
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Driven by oil prices, the current account
deficit (CAD) remained high at 15.5 per-
cent of GDP in 2022. Weak demand in key
export markets and ongoing mining con-
tract negotiations affected export perfor-
mance while imports of both capital and
consumption goods increased. The CAD is
primarily financed by trade credits. Inter-
national reserves cover 1.8 months of im-
ports at end-2022, down from 3.2 months
in 2021. The foreign exchange parallel mar-
ket premium reached 75 percent in Febru-
ary 2023 (2022: 62 percent).
Headline inflation reached 18.8 percent in
2022, while food inflation was reported at
39.2 percent in December-2022. The latter
will disproportionately burden the poor
who spend a higher share of their income
on food products. In the short term, this is
expected to further increase the number of
poor. In the longer term, this is likely to
lead to human capital depletion as house-
holds are forced to adopt coping strategies
such as reducing food consumption, sell-
ing productive assets, or putting children
to work, resulting in premature school
dropout, particularly among girls.

Outlook

Growth is projected to increase to 3-4 per-
cent over 2023-25. Services should continue
to recover while the pace of agricultural
growth is likely to pick up assuming favor-
able rainfall and good distribution of fertil-
izers. Industry is projected to accelerate due
to a loosening of forex constraints, resolu-
tion in mining disputes, and increased pow-
er generation. Private consumption and
public investment are projected to remain
high given economic recovery and a recov-
ery in partner-financed public infrastruc-
ture programs. The fiscal deficit is expected
to narrow to 5.5 percent of GDP in 2023 and
4 percent by 2025 as revenues increase,
aligned with fiscal consolidation efforts un-
der the recently requested IMF program. As
a result, public debt is expected to decrease,
reaching 62 percent of GDP by 2025. Exter-
nal pressures will aggravate in 2023 before
gradually easing as import prices moderate,
and exports pick up, but the CAD will re-
main high at 11 percent of GDP in 2025.

Against the backdrop of Burundi’s pop-
ulation set to double as early as 2050 –
further exacerbating existing pressures on
limited land resources - substantial struc-
tural reforms are necessary to dramatical-
ly expand the private nonfarm sector and
increase agricultural productivity. In the
absence of that, Burundi’s growth path
remains vulnerable to a return to the cy-
cle of fragility and poverty. Under the
current trajectory, poverty is projected at
81.9 percent (based on $2.15/day, 2017
PPP) for 2024.
Downside risks are high, particularly on
the fiscal front. Weak domestic revenue
mobilization efforts could lead to rev-
enue shortfalls and unexpected arrears,
which would undermine fiscal sustain-
ability. Weather shocks may hold back
agricultural growth and poverty reduc-
tion. On the upside, foreign aid could
accelerate reflecting the re-engagement
with the international community and
exports could strengthen as a result of
broad structural reforms, which would
significantly strengthen the BOP, growth,
and revenue collection.

TABLE 2 Burundi / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 0.3 3.1 1.8 3.0 4.0 4.2

Private Consumption 0.3 3.0 2.4 3.3 3.6 3.7
Government Consumption 19.2 2.9 5.9 5.1 5.0 4.4
Gross Fixed Capital Investment -16.6 3.9 4.0 6.6 8.7 10.4
Exports, Goods and Services -14.9 3.4 5.8 8.2 12.8 13.2
Imports, Goods and Services 3.4 3.2 7.0 7.1 7.1 7.1

Real GDP growth, at constant factor prices 0.3 3.1 1.8 3.0 4.0 4.2
Agriculture 2.8 3.4 -0.8 3.1 4.1 4.5
Industry 1.8 3.0 3.2 2.9 4.4 4.3
Services -1.7 2.9 3.1 2.9 3.7 3.8

Inflation (Consumer Price Index) 7.5 8.3 18.8 23.8 16.0 13.0

Current Account Balance (% of GDP) -10.3 -12.3 -15.5 -17.0 -12.9 -11.5
Net Foreign Direct Investment Inflow (% of GDP) 0.2 0.3 0.3 -0.1 -0.1 -0.1

Fiscal Balance (% of GDP) -6.6 -4.6 -11.5 -5.5 -4.5 -4.0
Revenues (% of GDP) 22.6 23.8 23.3 26.4 27.2 27.7
Debt (% of GDP) 66.0 60.3 67.5 66.5 63.5 61.9
Primary Balance (% of GDP) -3.6 -1.6 -8.7 -2.6 -1.4 -1.4

International poverty rate ($2.15 in 2017 PPP)a,b 81.8 81.8 83.0 83.0 81.9 80.3

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 96.0 96.0 96.6 96.6 96.1 95.2

GHG emissions growth (mtCO2e) 2.6 3.9 4.0 3.9 3.8 3.7
Energy related GHG emissions (% of total) 8.7 8.7 8.6 8.6 8.7 8.8

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2006-QUIBB and 2013-ECVMB. Actual data: 2013. Nowcast: 2014-2022. Forecasts are from 2023 to 2025.
b/ Projection using point-to-point elasticity (2006-2013) with pass-through = 1 based on GDP per capita in constant LCU.
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CABO VERDE
Table 1 2022
Population, million 0.6

GDP, current US$ billion 2.3

GDP per capita, current US$ 3943.9

International poverty rate ($2.15)a 4.6

Lower middle-income poverty rate ($3.65)a 19.3

Upper middle-income poverty rate ($6.85)a 50.9

Gini indexa 42.4

School enrollment, primary (% gross)b 100.9

Life expectancy at birth, yearsb 74.8

Total GHG emissions (mtCO2e) 0.7

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2015), 2017 PPPs.
b/ WDI for School enrollment (2019); Life expectancy
(2020).

Growth rebounded to 15 percent in 2022,

with real per capita incomes surpassing

pre-pandemic levels, driven by the recov-

ery of tourism. Russia’s invasion of

Ukraine intensified inflation pressures,

which peaked at 7.9 percent. Growth-

friendly fiscal consolidation should sup-

port growth converging to 5.5 percent

over the medium term while the outlook

remains subject to downside risks stem-

ming from the war in Ukraine, a global

deceleration, delayed structural reforms,

and climatic shocks.

Key conditions and
challenges

Political stability, democratic institu-
tions, and relatively pro-market re-
forms have generated significant eco-
nomic and social progress since in-
dependence in 1975. However, Cabo
Verde’s development model, predomi-
nantly based on tourism and foreign
direct investment (FDI), has shown
signs of fatigue since the 2008 global
financial crisis. Ineffective counter-
cyclical fiscal policies led to growing
financing needs and increased public
debt between 2010-2015. To put public
debt back on a sustainable path, the
Government initiated a fiscal consoli-
dation program in 2016, including the
reform of loss-making state-owned en-
terprises (SOEs).
The shock resulting from COVID-19 pro-
duced the largest economic contraction on
record (14.8 percent) in 2020 and exposed
the country’s economic vulnerabilities.
Global travel restrictions led to a sharp
contraction in tourism and related activ-
ities. Progress in fiscal consolidation and
debt reduction were reversed, particularly
as contingent liabilities related to SOEs
materialized, and the poverty rate peaked
at 21.5 percent (using the $3.65 per-
day-2017 PPP), driven by substantial job
losses, particularly in the tourism sector.
Recent shocks have highlighted the econ-
omy’s exposure to external risks and nar-
row dependence on tourism, in addition

to growing climate risks and fiscal risks,
which requires investments and structural
reforms to help diversify the economy.

Recent developments

Economic activity is estimated to have ex-
panded by 15 percent in 2022, with per
capita incomes surpassing pre-pandemic
levels (2019). On the supply side, accom-
modation, transport, and commerce ex-
plained 60 percent of growth. On the de-
mand side, exports (mainly tourism) and
private consumption accounted for 90 per-
cent of growth. The rebound in economic
activity in 2022 was accompanied by a re-
duction in poverty (0.8 percentage points
to reach 19.3 percent in 2022), despite the
spike in inflation.
Headline inflation reached 7.9 percent (y/
y) in December 2022 after inflationary
pressures emerged in 2021, fueled by high
international oil and food prices and global
supply chain disruptions due to the war in
Ukraine. Food inflation peaked at 15.7 per-
cent while energy and transportation in-
flation increased to 10.1 and 11.1 percent,
respectively. Higher food prices and low
agricultural production, driven by the five-
year long drought, intensified food inse-
curity. Cabo Verde’s monetary policy is
aligned with the Eurozone, as the escudo is
pegged to the euro.
The poverty rate fell from 20.1 percent
in 2021 to 19.3 percent in 2022 (using
US$3.65 per-day-2017 PPP), reaching the
poverty levels of 2015. Economic growth
was fundamental for poverty reduction,

FIGURE 1 Cabo Verde / Real GDP growth and inflation
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FIGURE 2 Cabo Verde / Actual and projected poverty rates
and GDP per capita
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led by the creation of new jobs, especially
in the tourism sector. However, poverty
reduction was dampened by the increase
in inflation in 2022, especially higher food
prices. It is estimated that without the in-
crease in food prices, poverty would have
been 16.2 percent in 2022 ($3.65 per day
PPP 2017), almost 3 percentage points
lower and close to the pre-pandemic level
(16.1 percent) in 2019.
The fiscal deficit narrowed to 3.8 percent of
GDP in 2022, supported by the strong eco-
nomic performance and increased fiscal
revenues. Public debt declined from 142.7 to
126.2 percent of GDP, driven by GDP
growth. Total revenue increased 39 percent,
driven by personal income and VAT taxes,
while total expenditure increased 20.6 per-
cent, reflecting higher current expenditure,
estimated at 4.2 percent of GDP, to protect
the most vulnerable from rising food inse-
curity and to control fuel and energy prices.
The social protection system, through cash
transfers, supported the most vulnerable.
The current account deficit (CAD) declined
from 11.2 percent of GDP in 2021 to 0.9
percent in 2022, supported by a higher
surplus in net-services exports and robust
remittances. The CAD was financed by

concessional loans and FDI as internation-
al reserves reached 7.2 months of imports.

Outlook

Real GDP growth is projected to reach 4.8
percent in 2023 (3.8 percent in per capita
terms). Over the medium-term, private
consumption, investment in tourism and
the blue economy should support growth.
The outlook is subject to substantial down-
side risks stemming from uncertainties
due to the war in Ukraine, mainly through
inflation and its impact on private con-
sumption, slow global growth, particularly
in Europe, delayed structural reforms to
manage fiscal risks, and climatic shocks.
Inflation is expected to moderate in 2023,
as global growth moderates, commodity
prices stabilize, and supply bottlenecks
ease. Headline inflation is projected at 4.5
percent. Over the medium-term, the nom-
inal anchor (peg to the Euro) and return
to fiscal consolidation should contain infla-
tion, converging to 2 percent by end-2024.
The authorities are committed to gradual
revenue-driven fiscal consolidation over

the medium-term, which includes en-
hanced management of fiscal risks, rev-
enue mobilization, and the waning of ex-
ceptional shock measures. Consequently,
the fiscal deficit is projected to reach 2 per-
cent of GDP by 2025 and the public debt-
to-GDP ratio to improve from 126.2 per-
cent in 2022 to 106 percent by 2025. Fiscal
risks will remain high as the fiscal deficit is
exposed to contingent liabilities in sectors
particularly vulnerable to external shocks.
The CAD is projected to reach 2.1 percent
of GDP in 2023, driven by higher imports,
particularly for private investment. Over
the medium-term, higher public debt
amortization outflows are expected to in-
crease external financing needs, which
will be covered by official borrowing and
FDI. International reserves are expected
to remain adequate, at 5.5 months of
prospective imports.
Poverty (using US$3.65 per-day-2017
PPP) is projected to remain above 19 per-
cent in 2023 due to higher prices, espe-
cially of food items. The poverty rate is
expected to fall to 18.7 percent in 2024
and then continue falling to 17.5 percent
by 2025, supported by economic growth
and the stabilization of inflation.

TABLE 2 Cabo Verde / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -14.8 7.0 15.0 4.8 5.4 5.3

Private Consumption -11.3 9.4 18.6 4.6 5.1 5.0
Government Consumption 0.8 30.1 15.5 5.2 -10.6 -1.0
Gross Fixed Capital Investment 19.7 -9.1 -1.9 11.7 19.3 12.7
Exports, Goods and Services -58.6 6.4 57.6 9.8 9.6 9.4
Imports, Goods and Services -22.6 4.4 25.0 11.1 8.9 9.5

Real GDP growth, at constant factor prices -14.8 7.0 15.0 4.8 5.4 5.3
Agriculture -6.3 4.8 -10.3 0.5 1.0 1.0
Industry -2.0 9.5 5.3 4.2 4.9 5.2
Services -19.2 6.3 20.9 5.3 5.8 5.6

Inflation (Consumer Price Index) 0.6 1.9 7.9 4.5 2.0 2.0

Current Account Balance (% of GDP) -15.0 -11.2 -0.9 -2.1 -2.4 -1.8
Net Foreign Direct Investment Inflow (% of GDP) 3.7 3.5 5.0 4.2 3.1 2.9

Fiscal Balance (% of GDP) -9.1 -7.3 -3.8 -3.9 -3.1 -2.0
Revenues (% of GDP) 24.7 22.6 26.1 27.3 26.0 26.2
Debt (% of GDP) 142.6 142.7 126.2 119.2 113.2 106.2
Primary Balance (% of GDP) -6.5 -5.2 -1.4 -1.6 -0.7 0.2

International poverty rate ($2.15 in 2017 PPP)a,b 6.1 5.2 5.3 5.0 4.8 4.7

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 21.5 20.1 19.3 19.4 18.7 17.5

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 51.9 50.4 48.7 49.1 47.7 46.2

GHG emissions growth (mtCO2e) 2.9 -2.1 -1.0 -0.5 0.1 0.8
Energy related GHG emissions (% of total) 87.0 86.3 86.0 85.8 85.7 85.7

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 2015-IDRF. Actual data: 2015. Nowcast: 2016-2022. Forecasts are from 2023 to 2025.
b/ Projection based on microsimulation model that accounts for differences in sectoral growth, food and nonfood inflation.
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CAMEROON
Table 1 2022
Population, million 27.9

GDP, current US$ billion 47.2

GDP per capita, current US$ 1689.6

International poverty rate ($2.15)a 25.7

Lower middle-income poverty rate ($3.65)a 47.0

Upper middle-income poverty rate ($6.85)a 74.8

Gini indexa 46.6

School enrollment, primary (% gross)b 105.7

Life expectancy at birth, yearsb 60.8

Total GHG emissions (mtCO2e) 126.1

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

Recent shocks undermined Cameroon’s re-

al GDP growth in 2022 and fueled infla-

tion, with adverse consequences on pover-

ty. The medium-term outlook shows re-

duced fiscal and current account deficits,

with growth remaining firmly positive. In-

flation should ease but remain above the re-

gional target of 3 percent in 2023. Extreme

poverty incidence (less than $2.15 a day

PPP) is expected to be 24.3 percent in 2023,

almost unchanged from 2022. Several

downside risks surround this outlook,

adding the urgency to accelerate structural

reforms and rebuild fiscal buffers.

Key conditions and
challenges

Cameroon is the largest economy in the
Economic and Monetary Community of
Central Africa (CEMAC), accounting for
over 40 percent of the region’s GDP and
over 60 percent of regional foreign ex-
change reserves. The oil sector accounted
for 4 percent of the country’s GDP and 15
percent of its fiscal revenues in 2022.
Cameroon’s debt service is on the rise, call-
ing for improved debt management.
The current development model has run
out of steam, as governance indicators
have deteriorated, human capital remains
weak, the business environment is unfa-
vorable, and climate change represents a
growing threat. The country has become
more fragile since conflicts affecting 6 out
of 10 of its regions have displaced people,
increased violence, and led to social ser-
vices collapsing. The country struggles to
lower poverty meaningfully faced with
modest growth and conflicts.

Recent developments

Cameroon’s economy expanded at a
slightly slower pace in 2022, after grow-
ing by 3.6 percent in 2021. Real GDP
growth recorded 3.4 percent in 2022, sup-
ported by LNG exports, agri-food indus-
tries, construction, and services. Oil GDP
grew at a slower pace (0.9 percent y-o-

y at the end of 2022Q3). In the primary
sector, food crop production dropped be-
cause of higher farm input prices. In the
secondary sector, oil production declined
while LNG production was sustained. Fi-
nancial services and communications
drove the expansion of the tertiary sector.
Staple food prices and administratively
controlled prices of selected mass-con-
sumption products have increased, dri-
ving headline inflation up in 2022.
Higher exports (+48.2 percent y-o-y in Oc-
tober) driven by increased oil prices, and
private transfers from abroad improved
Cameroon's current account balance in
2022. Imports increased by 14.4 percent in
end-October 2022, compared to the pre-
vious year, as import costs increased due
to supply chain tensions. The current ac-
count deficit is estimated to have nar-
rowed to 2.9 percent of GDP in 2022
(from 3.8 percent of GDP in 2021).
Cameroon's fiscal position has improved
amid higher expenses on fuel subsidies,
thanks to higher oil revenues (+67 per-
cent y-o-y in end-June 2022) and cuts
in current and capital spending to cover
the higher fuel subsidy bill (2.9 percent
of GDP). Non-oil tax revenues grew by
19 percent over the same period, driven
by corporate income tax and VAT collec-
tions. Overall, increased spending on fu-
el subsidies has offset the revenue gains
from higher oil prices (1.4 percent of
GDP). The overall fiscal deficit (payment
order basis, including grants) reached 1.8
percent of GDP in 2022. More arrears
have, however, been accumulated (6.5
percent of total expenditures, from 1.5
percent in 2021).

FIGURE 1 Cameroon / Real GDP growth and contributions
to real GDP growth
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FIGURE 2 Cameroon / Actual and projected poverty rates
and real GDP per capita
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In 2022, the Bank of Central African
States (BEAC) continued to tighten its
monetary policy to contain inflationary
pressures and support the external viabil-
ity of the exchange rate arrangement. The
BEAC increased the policy rate in Sep-
tember 2022 (to 4.5 percent), its second
increase in 2022. Moreover, the BEAC
decreased its weekly liquidity injections
from CFAF 160 billion in April 2022 to
CFAF 50 billion in December 2022.
The last household poverty survey, carried
out in 2014, indicated that 25.7 percent of
the population lived below the internation-
al poverty line of $2.15 PPP per person per
day. Simulations suggest that, due to low
economic growth and limited safety net
programs, the country has struggled to re-
duce poverty in a substantial manner. Ex-
treme poverty is estimated at 24.3 percent
in 2023 – just 1.4 percentage point decline
in nine years. In the meantime, the number

of poor has increased by 1.2 million since
2014 due to population growth.

Outlook

Economic growth is expected to gain mo-
mentum over the medium term and reach
4.2 percent, on average, over 2023-24, sup-
ported by sustained activity in the sec-
ondary and tertiary sectors. The fiscal
deficit is projected to narrow to 1.5 percent
of GDP by 2024 amid increasing non-oil rev-
enues. The reduction of fuel subsidies, sup-
ported by an average 21 percent increase in
retail fuel prices decided in end-January
2023, and other spending reprioritization
would contain public spending. The current
account deficit is expected to remain below
3 percent of GDP, owing to high oil and non-
oil commodity export revenues.

The outlook remains subject to risks asso-
ciated with (i) tighter financial conditions,
(ii) higher inflation, and (iii) a persistent
security crisis in the North-West, South-
West, and Far North regions. Should such
risks materialize, real GDP would grow
more modestly than expected, affecting fis-
cal and external accounts. Higher interna-
tional oil and food prices would add to
inflationary and fiscal pressures, although
oil revenues would increase. The govern-
ment would then have to drastically re-
duce expenditures to narrow the fiscal
deficit and match more limited financing
that would be available from external and
domestic sources.
As the country recovers from the various
shocks, extreme poverty incidence (less
than $2.15 PPP a day) is expected to de-
cline in 2024 and in 2025, albeit at a very
slow pace of only about 0.3 percentage
points per year.

TABLE 2 Cameroon / 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 3.6 3.4 3.9 4.2 4.5

Private Consumption 3.3 3.9 3.4 3.0 3.2 3.9
Government Consumption 2.3 3.4 7.6 6.9 6.4 2.1
Gross Fixed Capital Investment 2.4 8.2 2.3 6.5 7.6 9.4
Exports, Goods and Services -21.0 3.2 9.8 8.7 8.8 9.9
Imports, Goods and Services -5.4 9.0 7.5 8.5 8.8 10.1

Real GDP growth, at constant factor prices 0.5 3.6 3.4 3.9 4.2 4.5
Agriculture 0.1 4.1 4.3 4.7 5.0 5.6
Industry 1.3 4.1 4.2 4.5 4.5 4.5
Services 0.3 3.2 2.7 3.4 3.9 4.2

Inflation (Consumer Price Index) 2.5 2.5 5.5 5.7 4.3 3.0
Current Account Balance (% of GDP) -3.6 -3.8 -3.0 -2.7 -2.3 -2.1

Fiscal Balance (% of GDP) -3.2 -3.2 -1.8 -1.6 -1.5 -1.4
Revenues (% of GDP) 12.6 13.7 15.5 15.8 16.1 16.4
Debt (% of GDP) 45.8 47.1 46.4 42.8 40.4 38.5
Primary Balance (% of GDP) -2.3 -2.1 -0.8 -0.6 -0.6 -0.5

International poverty rate ($2.15 in 2017 PPP)a,b 24.8 24.6 24.5 24.3 24.0 23.7

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 46.3 46.1 46.0 45.8 45.6 45.3

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 73.6 73.4 73.2 72.9 72.5 72.1

GHG emissions growth (mtCO2e) 0.1 0.3 0.6 0.8 0.9 0.9
Energy related GHG emissions (% of total) 6.8 6.8 7.0 7.1 7.2 7.3

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2009- and 2014-ECAM-IV. Actual data: 2014. Nowcast: 2015-2022. Forecasts are from 2023 to 2025.
b/ Projection using point to point elasticity at regional level with pass-through = 1 based on GDP per capita in constant LCU.
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CENTRAL
AFRICAN REP.
Table 1 2022
Population, million 5.6

GDP, current US$ billion 2.4

GDP per capita, current US$ 438.8

International poverty rate ($2.15)a 61.9

Lower middle-income poverty rate ($3.65)a 80.8

Upper middle-income poverty rate ($6.85)a 92.8

Gini indexa 56.2

School enrollment, primary (% gross)b 128.1

Life expectancy at birth, yearsb 54.6

Total GHG emissions (mtCO2e) 48.1

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2008), 2017 PPPs.
b/ WDI for School enrollment (2017); Life expectancy
(2020).

After two consecutive years of virtual

stagnation, CAR’s economy is estimated

to have recorded zero growth in 2022 and

is projected to grow at an average rate of

3.6 percent in 2023-25, allowing per capi-

ta GDP to return to its pre-covid-19 pan-

demic level. Nevertheless, the poverty rate

is expected to remain high despite gradual

increases in private consumption. The

medium-term outlook remains subject to

heightened external and internal risks.

Key conditions and
challenges

The Central African Republic (CAR) is
a sparsely populated country with an
area of 623,000 square kilometers and
a population of under six million. De-
spite its abundant natural resources,
the country ranks at the bottom of
human capital and development in-
dices and remains one of the most
fragile countries in the world. The
agricultural sector remains one of the
key drivers to economic growth, but
its potential (and the potential of the
rest of the economy) continues to be
constrained by a huge infrastructure
deficit, limited human capital accumu-
lation and a fragile security environ-
ment. Repeated cycles of armed con-
flicts have hampered CAR’s ability to
add value to its local production, cre-
ate jobs and bridge the poverty gap.
Poverty remains widespread, with the
bulk of the poor living in extreme
poverty. Limited fiscal space con-
strains the provision of public goods
in remote areas, where access to edu-
cation and health remains weak: access
to basic service delivery is limited and
concentrated in the capital city. The
private sector continues to suffer from
limited access to financing, although
the banking sector remains well capi-
talized. The humanitarian situation is
still alarming, exacerbated in 2022 by
rising food and energy prices.

Recent developments

After two consecutive years of virtual
stagnation, economic activity is estimated
to have reached a complete standstill in
2022, due to floods and fuel shortages.
The production of the agriculture sector
suffered from floods, which destroyed
about 18,000 hectares of crops, and forced
the displacement of more than 6,000 peo-
ple since June 2022. Timber production,
which accounts for about 56.8 percent of
CAR’s export earnings, was the hardest
hit in 2022, as prices declined steadily
by an average of 16.1 percent since the
peak reached in January 2021. The pos-
itive performance of the mining sector
in 2022H1 was offset by persistent fuel
shortages, exacerbated by Russia’s inva-
sion of Ukraine. On the aggregate de-
mand side, private consumption re-
mained the principal growth driver, sup-
ported by increased domestic credit. As
cash flow pressures remained high
throughout 2022, public investment con-
tracted by 17.7 percent, contributing to a
decline in gross fixed investment.
Limited fuel supply, due to the protracted
effect of the war in Ukraine has led to an
unprecedented increase in the retail price
of petroleum products and contributed to
inflationary pressures in 2022. The fuel
shortage worsened an already worrisome
humanitarian situation and pushed thou-
sands of households into extreme pover-
ty. Overall, poverty is projected to remain
elevated, with 69.1 percent of the popu-
lation living in extreme poverty in 2022

FIGURE 1 Central African Republic / Real GDP growth
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(i.e., below the international poverty line of
US$ 2.15 per person per day, 2017 PPP).
In 2022, the Bank of Central African States
(BEAC) continued to tighten its monetary
policy to contain inflationary pressures
and support the external viability of the
exchange rate arrangement. The BEAC in-
creased the policy rate in September 2022
(to 4.5 percent), its second increase in 2022.
Notwithstanding spending moderation,
the overall fiscal balance (including grants)
improved marginally in 2022 but remained
in deficit as a standstill in donor budget
support continued to weigh on the budget.
Tax revenues declined from 8.2 percent of
GDP in 2021 to 7.2 percent of GDP in 2022,
driven by persistent fuel shortages which
resulted in lower petroleum taxes. Fiscal
consolidation efforts have been main-
tained and are expected to continue, as un-
certainty about budget support remains
high. Financing needs for 2022 were al-
most fully covered by the use of the coun-
try’s SDR allocation, with the residual be-
ing covered by domestic borrowing from
commercial banks (CFAF 46.1 billion, an
equivalent US$74.9 million or 3.0 percent
of nominal GDP).
Despite a marginal improvement in net
transfers (private and official), the current
account deficit widened in 2022, due to
lower export earnings and a high import

bill resulting from higher international oil
prices. Increased capital and financial in-
flows in the form of foreign direct invest-
ment, due to an improved security situa-
tion, could only partially cover this wider
current account deficit. As a result, the
overall balance of payment switched from
a surplus of 0.6 percent of GDP in 2021 to a
deficit of 8.3 percent of GDP in 2022.

Outlook

The medium-term outlook is of modest re-
bound. Provided that official fuel prices
will reflect regular market prices and the
security gains continue, real GDP growth
is projected at 3.0 percent in 2023, before
reaching 3.8 percent on average over the
period 2024-25. Net exports, private con-
sumption and gross fixed investment are
expected to drive growth from the demand
side over the medium term, supported by
higher international timber prices, lower
inflation, and a moderate fiscal consolida-
tion effort. Over the medium term, Infla-
tion is projected to fall within the 3 percent
CEMAC ceiling. The overall fiscal balance
(including grants) is expected to remain in
deficit over the medium term despite the
introduction of new taxes on electronic

communication. Public debt is expected to
remain sustainable provided that the gov-
ernment continues to implement reforms
to reduce fiscal risks and debt-related vul-
nerabilities under the Sustainable Devel-
opment Finance Policy (SDFP). With sus-
tained security gains, capital and financial
inflows are expected to more than offset
the deficit in the current account, resulting
in a moderate balance of payment surplus
over the medium term.
The medium-term outlook is subject to
high external and internal downside risks.
Internal risks include a reversal in security
gains due in part to the constitutional ref-
erendum, a deterioration in food security
due to food price pressures, and climate
change-related events (flooding) that could
further exacerbate humanitarian needs. A
continued freeze on budget support and a
decline in international timber prices are
the main external risks. Lower internation-
al timber prices could affect the agricultur-
al sector, reduce export earnings, and de-
lay prospects for economic recovery. Al-
though the poverty trend is projected to
be stable until 2024, the poverty rate re-
mains high and the increase in fuel prices
at the pump could impact the cost of
the household consumption basket and
increase the number of poor if adequate
measures are not taken.

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

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 1.0 1.0 0.0 3.0 3.8 3.8

Private Consumption -3.7 2.8 4.8 0.0 2.3 2.1
Government Consumption 20.6 -3.8 -8.4 -2.8 -0.9 0.0
Gross Fixed Capital Investment 30.0 -15.9 -4.6 4.9 9.6 12.5
Exports, Goods and Services -10.5 -4.3 -6.5 8.2 3.6 16.3
Imports, Goods and Services -0.3 -7.2 7.0 -4.7 1.0 7.2

Real GDP growth, at constant factor prices 1.0 1.0 0.0 3.0 3.8 3.8
Agriculture 5.0 2.9 -2.4 3.2 3.3 3.4
Industry 0.6 -0.4 -5.6 0.1 0.3 0.7
Services -1.9 0.1 4.9 4.1 5.8 5.5

Inflation (Consumer Price Index) 0.9 4.3 5.8 6.3 2.7 2.8
Current Account Balance (% of GDP) -8.5 -10.6 -13.2 -8.9 -7.2 -7.0

Fiscal Balance (% of GDP) -3.4 -6.0 -5.6 -4.0 -2.5 -2.3
Revenues (% of GDP) 21.8 13.7 12.3 13.3 14.6 15.6
Debt (% of GDP) 43.4 47.6 52.1 49.5 49.3 49.3
Primary Balance (% of GDP) -3.1 -5.7 -5.2 -3.5 -1.8 -1.5

International poverty rate ($2.15 in 2017 PPP)a,b 68.7 69.0 69.1 69.1 69.0 68.8

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 84.7 84.7 84.8 84.8 84.7 84.7

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 94.6 94.6 94.7 94.7 94.6 94.6

GHG emissions growth (mtCO2e) 1.6 1.0 0.6 0.8 0.9 0.9
Energy related GHG emissions (% of total) 0.5 0.5 0.5 0.5 0.5 0.5

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 2008-ECASEB. Actual data: 2008. Nowcast: 2009-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2008) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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CHAD
Table 1 2022
Population, million 17.7

GDP, current US$ billion 12.8

GDP per capita, current US$ 720.5

International poverty rate ($2.15)a 30.9

Lower middle-income poverty rate ($3.65)a 64.6

Upper middle-income poverty rate ($6.85)a 89.4

Gini indexa 37.5

School enrollment, primary (% gross)b 93.7

Life expectancy at birth, yearsb 52.8

Total GHG emissions (mtCO2e) 115.4

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2018), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Chad’s economic recovery in 2022 was

dampened by floods and insecurity;

GDP growth was moderate at 2.2 per-

cent (-0.9 percent in per capita terms),

while poverty incidence increased by 2.4

percentage points. Growth is expected to

remain modest over the medium-term,

around 3.2 percent, as oil prices remain

high, but downside risks from food

scarcity and general insecurity, climatic

shocks, an extended political transition

and oil price volatility predominate.

Key conditions and
challenges

Chad's oil-dependent economy has wit-
nessed successive crises since the 2014-15
oil price shocks. Notwithstanding the
2018-19 recovery, annual GDP growth has
been subdued, averaging 0.3 percent over
the past six years, which, given high pop-
ulation growth (3.3 percent on average),
translates into an average annual decrease
in per capita income of 2.9 percent.
The main constraints sustained economic
and social development include: oil depen-
dence and poor oil revenue management;
insecurity; vulnerability to climate change;
political unrest; institutional instability;
weak governance and transparency; poor
trade networks; weak human capital in-
vestment; and a large infrastructure deficit.

Recent developments

Chad’s economy was expected to recover
in 2022, following a 1.2 percent contrac-
tion in 2021 (-4.3 percent in per capi-
ta terms), on the back of higher global
oil prices (averaging $99.8/bbl in 2022)
coupled with increased oil production.
However, this recovery was dampened
by floods and a volatile security envi-
ronment with GDP growth estimated at
2.2 percent (-0.9 per capita), and non-
oil GDP growth at 1.3 percent. Industry
on account of the oil sector was the

main contributor to growth (4.1 percent-
age points [ppts]), followed by agricul-
ture (0.6 ppts), which experienced in-
adequate rainfall distribution and severe
floods. The value of exports increased by
54.9 percent due to high oil prices, lead-
ing to a current account surplus of 1.9
percent of GDP in 2022, versus a 6 per-
cent deficit in 2021.
Inflation increased from 1 percent in 2021
to 5.8 percent in 2022 driven by high global
prices in food and energy resulting from
Russia’s invasion of Ukraine, and food
supply restrictions due to the security sit-
uation. Food inflation, averaging 12.2 per-
cent in 2022, also suffered from weak do-
mestic agricultural production.
Chad declared a national food emergency
in June 2022. The situation was worsened
by unprecedented floods during the lean
season, which affected over 340,000 people
and destroyed 2,700 hectares of crops and
farming land. Food insecurity currently af-
fects 2.1 million people (12.1 percent of the
population). Cereal production for
2022-2023 is estimated at 2.9 million tons
with a gross deficit of 443,950 tons. The ex-
treme poverty rate (US$2.15/ day per capi-
ta, 2017 PPP) is expected to have increased
by 2.4 percentage points in 2022, reaching
38.7 percent, implying the number of ex-
treme poverty increased by almost 625,000
people to reach 6.8 million.
Chad's monetary and exchange rate policies
are managed by the regional Central Bank
(BEAC), which continued to tighten its
monetary conditions in 2022 to contain in-
flationary pressures and support the exter-
nal viability of the exchange rate arrange-
ment. The BEAC raised its policy rate in

FIGURE 1 Chad / GDP growth, current account and fiscal
balances
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September 2022 from 4.0 to 4.5 percent, its
second increase in 2022. The BEAC also re-
duced its weekly liquidity injections from
XAF 160 billion in April 2022 to XAF 50 bil-
lion in December 2022.
The fiscal balance, including grants,
reached a surplus of 4.5 percent of GDP
in 2022 (non-oil fiscal deficit was 7.4 per-
cent of GDP), due to the one-year lag in the
main component of oil-revenue tax collec-
tion and lower capital expenditure. Total
public debt is estimated to have dropped
to 49.6 percent of GDP by end-2022. Chad
became the first country to reach an agree-
ment under the G20 Common Framework
(CF) in November 2022 with its official and
largest private creditors.

Outlook

In 2023, growth will increase to 3.2 percent
(zero per capita growth) with 2.4 percent
non-oil GDP growth, as oil prices moder-
ate in the global markets. While significant

government investments are expected,
government consumption will be con-
strained. Assuming ongoing global recov-
ery in international trade, moderate oil
prices and increased government invest-
ment, economic growth is expected to re-
main relatively constant over 2024-25. In-
flation is expected to fall slightly to 5.2 per-
cent in 2023, declining to 3 percent in 2025,
as food inflation gradually decreases
thanks to government measures address-
ing food insecurity.
Oil-sector driven growth is not expected
to lead to poverty reduction without sig-
nificant structural reforms, as there are
few linkages between the extractive sector
and the livelihoods of poor and vulner-
able groups. Moreover, the continued se-
curity restrictions and the low coverage
of social protection programs will limit
the pace of poverty reduction. Extreme
poverty is expected to decrease to 34.4
percent in 2025, in line with moderate
growth in the agriculture and services
sectors and declining inflation. However,
with rapid population growth, the total

number of poor declined by only 81,000
people to 6.7 million.
Reflecting significantly higher oil prices in
2022 and more controlled current spend-
ing, the fiscal surplus is projected to ex-
pand to 6.1 percent of GDP in 2023 (with
a non-oil fiscal deficit of 6.5 percent of
GDP), before gradually decreasing to an
average 4 percent of GDP over 2024-25 as
oil prices ease. Total public debt is pro-
jected to drop to 36.4 percent of GDP
by end-2025. The current account is ex-
pected to deteriorate over the medium
term (from -1.8 percent of GDP in 2023
to an average -4.6 percent of GDP over
2024-25) owing to the projected decline in
oil prices and increased imports to sup-
port growing capital investment.
This outlook is subject to significant uncer-
tainty and downside risks, namely: damp-
ening and volatile oil prices; increased po-
litical instability surrounding the political
transition and elections; intensified secu-
rity risks; further climate-related shocks;
continuing food security challenges and
related social discontent.

TABLE 2 Chad / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -1.6 -1.2 2.2 3.2 3.4 3.1

Private Consumption 0.5 1.6 2.1 1.0 2.5 2.6
Government Consumption 11.1 3.7 -1.5 -1.6 -3.2 -1.8
Gross Fixed Capital Investment -14.7 -4.5 -6.8 16.5 3.2 2.6
Exports, Goods and Services 1.1 -0.4 5.0 5.1 3.9 3.9
Imports, Goods and Services 1.8 5.1 2.0 4.8 1.6 2.8

Real GDP growth, at constant factor prices -1.6 -1.2 2.2 3.2 3.4 3.0
Agriculture 3.9 6.2 2.0 2.2 1.6 1.7
Industry -0.1 -4.6 4.1 4.5 2.1 2.0
Services -7.0 -4.4 0.7 2.8 6.2 5.2

Inflation (Consumer Price Index) 3.5 1.0 5.8 5.2 4.0 3.0
Current Account Balance (% of GDP) -7.8 -6.0 1.9 -1.8 -4.7 -4.5

Fiscal Balance (% of GDP) 1.7 -2.2 4.5 6.1 4.1 3.8
Revenues (% of GDP) 20.7 16.3 19.9 22.5 19.4 19.5
Debt (% of GDP) 49.9 52.1 49.6 43.4 40.0 36.4
Primary Balance (% of GDP) 3.4 -0.6 5.9 7.8 5.3 5.3

International poverty rate ($2.15 in 2017 PPP)a,b 32.4 36.3 38.7 37.1 35.9 34.4

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 64.3 69.0 70.9 69.9 68.3 66.2

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 88.6 90.7 91.9 91.3 90.4 89.1

GHG emissions growth (mtCO2e) 2.8 2.9 3.2 3.3 3.3 3.3
Energy related GHG emissions (% of total) 2.2 2.1 2.1 2.0 2.0 2.0

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 2018-EHCVM. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection based on microsimulation model that accounts for differences in sectoral growth, food and nonfood inflation.
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COMOROS
Table 1 2022
Population, million 0.8

GDP, current US$ billion 1.3

GDP per capita, current US$ 1577.8

International poverty rate ($2.15)a 18.6

Lower middle-income poverty rate ($3.65)a 39.5

Upper middle-income poverty rate ($6.85)a 68.6

Gini indexa 45.3

School enrollment, primary (% gross)b 99.5

Life expectancy at birth, yearsb 64.2

Total GHG emissions (mtCO2e) 0.7

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2014), 2017 PPPs.
b/ WDI for School enrollment (2018); Life expectancy
(2020).

The Comoros’ recovery has been hin-

dered by Russia’s invasion of Ukraine.

For the fourth consecutive year, growth

remained below pre-Cyclone Kenneth

levels. Low-income households have been

affected by rising prices, which reached

record levels in 2022. As the impact of

the war lessens, growth is expected to

recover slightly in 2023 and 2024, mar-

ginally reducing poverty. Debt is pro-

jected to increase substantially, but it

should remain sustainable.

Key conditions and
challenges

The COVID-19 pandemic and the war in
Ukraine have emphasized the Comoros’
external and structural challenges. Geo-
graphical characteristics predispose the
Comoros to low exports and a high de-
pendency on imports – about 70 percent of
food is imported. The resulting structural
trade deficit is primarily financed by remit-
tances and proceeds from the arrival of the
diaspora during grand marriage celebra-
tions. Consumption, supported by remit-
tances, is the main driver of growth. The
contribution of investment and productiv-
ity is constrained by the poor investment
environment. Labor participation, partic-
ularly by women, is low compared with
peer countries. Moreover, given poor eco-
nomic outcomes, poverty levels remain
high, estimated at 39.0 percent in 2022.
Slow economic growth and weak revenue
administration capacities are hindering
domestic revenue mobilization. Low tax
revenues (7.6 percent of GDP in 2012-21)
affect the government’s capacity to deliv-
er public services. Moreover, fiscal rigid-
ity remains a major constraint with the
wage bill absorbing 53 percent of domes-
tic revenues, while public investment ef-
ficiency is below peers’ levels. The coun-
try remains at high risk of debt distress,
with debt at 32.7 percent of GDP in
2022 – nearly twice the value in 2017.
With a medium debt-carrying capacity,
the debt profile deteriorated following

the contracting of a large non-concessional
loan with a short maturity in 2018-20. Since
then, the debt service to exports ratio and
the debt service to revenue ratio have been
exceeding their thresholds. The country’s
vulnerability to climate change and nat-
ural disasters could further slowdown the
economic recovery, given structural and
institutional fragilities.

Recent developments

Rising global food and fuel prices nega-
tively affected the Comoros’ economy last
year, highlighting its vulnerability to exter-
nal shocks. Growth has been below poten-
tial for the fourth consecutive year. The ex-
pected strong recovery in 2022 was thwart-
ed by sluggish consumption in both the
private sector and government, although
the high number of arrivals of the diaspora
to celebrate grand marriages in the third
quarter of 2022 significantly contributed to
tourism service exports.
Inflation levels in 2022 set a record, reaching
12.5 percent for the year. By December 2022,
headline inflation had surged to 20.6 per-
cent year-on-year, driven by high food
prices. As poor households tend to allocate
a larger share of their expenditure to food,
they are expected to bear the brunt of the
shock. To contain rising domestic prices, the
central bank tightened its monetary stance
by conducting liquidity-absorbing opera-
tions (US$ 2.4 million in July-September
2022). These included increasing obligatory
reserve requirements to 15 percent in June
2022 and increasing the minimum debit and

FIGURE 1 Comoros / Selected macroeconomic imbalance
indicators
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FIGURE 2 Comoros / Actual and projected poverty rates
and real GDP per capita
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credit interest rate by 2.5 percentage points
since August 2022.
Tax measures adopted by the government
to help cushion households from rising
prices and the underperformance of state-
owned enterprises led to a significant de-
cline in government revenues and
widened the fiscal deficit from 2.7 percent
in 2021 to 3.9 percent in 2022. Containment
measures led to a decline in government
expenditure by 1.2 percentage points of
GDP between 2021 and 2022, but these
were insufficient to offset the decline in
government revenues (2.4 percentage
points). State-owned enterprises are in-
creasingly using commercial loans and
have weakened financial conditions due to
the business cycle and structural problems.
As a result, public guarantees have in-
creased significantly, as evidenced by the
increase in credit to the public sector from
1.6 percent of GDP in December 2021 to 2.5
percent in the third quarter of 2022.
On the external side, due to a higher im-
port bill, the current account deficit more
than doubled to 6.1 percent of GDP in 2022

(from 2.9 percent in 2021) and external sta-
bility weakened, with reserve coverage de-
creasing to 7.6 months of imports at
end-2022 from 9 months at end-2021.

Outlook

Growth is expected to recover modestly
to 2.8 percent in 2023, remain subdued in
2024 at 2.9 percent, and then bounce back
to 3.6 percent in 2025 after the electoral cy-
cle. With easing inflationary pressures, the
recovery is projected to be driven by high-
er private and government consumption.
Investment to complete the El Maarouf
project and the Galawa hotel, and to im-
prove the port infrastructure in Mohéli,
will also support the recovery. The fiscal
deficit is projected to narrow to 3.6 percent
of GDP in 2025, based on the assumptions
of a marginal increase in tax revenues and
lower support to state-owned enterprises.
As the government completes major pro-
jects between 2023 and 2025, and the fiscal

gap could amount to $26.6 million, public
debt is projected to reach a record level of
44.1 percent of GDP in 2025. The debt tra-
jectory remains sustainable because of the
limited size and duration of the breaches,
but sustainability is contingent on fiscal
consolidation and prudent debt manage-
ment. Inflationary pressures are expected
to ease in 2023 thanks to the euro peg
system and the decline in global com-
modity prices. Despite the slow decline
in commodity prices, the current account
deficit is projected to average 7.1 percent
of GDP in 2023, on the back of increased
domestic demand, which will fuel im-
ports. The poverty rate therefore is ex-
pected to reach 38.4 percent in 2023 and
decline to its pre-pandemic level of 38.1
percent in 2025.
There are several downside risks to the
outlook, including a potential renewed im-
pact from the war in Ukraine, increased
contingent liabilities, slow implementation
of the recovery plan due to the electoral cy-
cle, and substantial inflationary pressures
due to supply disruptions.

TABLE 2 Comoros / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -0.3 2.1 2.3 2.8 2.9 3.6

Private Consumption 3.8 1.0 0.2 2.0 2.6 3.2
Government Consumption 4.1 5.0 2.0 5.3 0.4 -7.4
Gross Fixed Capital Investment -14.4 9.6 2.5 2.9 2.4 3.0
Exports, Goods and Services -46.3 48.2 22.6 6.3 8.8 14.3
Imports, Goods and Services -9.3 7.7 4.2 3.3 3.4 2.6

Real GDP growth, at constant factor prices -0.8 2.0 2.1 2.8 2.9 3.6
Agriculture 4.4 3.4 3.3 4.7 4.3 4.5
Industry -5.6 -0.2 0.4 2.3 1.0 1.5
Services -2.2 1.8 1.8 1.9 2.6 3.5

Inflation (Consumer Price Index) 0.8 0.0 12.5 8.0 4.5 1.7
Current Account Balance (% of GDP) -2.0 -2.9 -6.1 -7.1 -7.6 -6.5

Fiscal Balance (% of GDP) -1.0 -2.7 -3.9 -5.5 -5.4 -3.6
Revenues (% of GDP) 18.2 16.1 13.7 14.7 14.9 14.6
Debt (% of GDP) 22.0 25.9 32.7 36.0 40.7 44.1
Primary Balance (% of GDP) -0.8 -2.4 -3.5 -4.8 -4.4 -2.6

International poverty rate ($2.15 in 2017 PPP)a,b 18.4 18.4 18.2 18.1 18.1 17.9

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 39.2 39.0 39.0 38.4 38.2 38.1

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 68.2 68.2 68.2 67.8 67.3 66.9

GHG emissions growth (mtCO2e) 1.6 2.1 1.8 2.4 3.1 3.6
Energy related GHG emissions (% of total) 45.2 44.7 44.2 44.3 44.6 45.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2015-EESIC. Actual data: 2014. Nowcast: 2015-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2014) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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DEMOCRATIC
REP. OF CONGO
Table 1 2022
Population, million 99.0

GDP, current US$ billion 63.1

GDP per capita, current US$ 637.8

International poverty rate ($2.15)a 69.7

Lower middle-income poverty rate ($3.65)a 87.7

Upper middle-income poverty rate ($6.85)a 97.4

Gini indexa 42.1

School enrollment, primary (% gross)b 123.9

Life expectancy at birth, yearsb 59.7

Total GHG emissions (mtCO2e) 681.7

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

DRC’s economy grew by 8.6 percent in

2022 as mining production expanded. Ele-

vated prices of imported food and oil led to

higher inflation and a wider current ac-

count deficit despite rising exports. Capital

inflows added to foreign reserves and sup-

ported currency stability. Government

revenues improved, but the fiscal deficit

widened with increased security and infra-

structure spending. Prospects for growth

and poverty reduction are favorable, but

vulnerable to commodity price shocks.

Key conditions and
challenges

The Democratic Republic of the Congo
(DRC), home to the second-largest rain-
forest in the world and vast metal de-
posits, has yet to leverage its natural
wealth into economic development. The
economy is highly concentrated in the
extraction of copper and cobalt, which
constitute over 80 percent of exports
(40 percent of which headed to China).
With its agricultural potential untapped,
DRC is a net food importer, increasing
vulnerabilities to external shocks. Po-
litical instability, weak institutional ca-
pacity, poor governance, and recurring
episodes of violence have prevented
DRC from building the foundations of
a diversified and resilient economy ca-
pable of generating economic opportu-
nities for a rapidly growing population,
leading to high levels of poverty. Per-
sistent structural constraints result in an
underdeveloped private sector and large
informal economy. Climate change adds
to these challenges.
The fragile political context is fueled by the
complex dynamics of political coalitions.
Reaching political consensus – mainly
ahead of the 2023 presidential elections -
and increasing the presence and credibility
of the state, including through improved
governance, are key to maintaining stabili-
ty, peace and advancing structural reforms
that will attract investments and create
jobs. The need for the state to deliver more

and better services to citizens while main-
taining hard-earned macroeconomic sta-
bility highlights the crucial role of improv-
ing domestic revenue mobilization to
widen fiscal space.
Poverty remains widespread in the coun-
try, with the bulk of the poor living in
extreme poverty. While there are signif-
icant geographical disparities between
provinces, with the poorest living along
two densely populated corridors running
from West (Kongo Central) to East (Haut
Katanga), and North (Ituri) to South (Tan-
ganyika), poverty exceeds 50 percent even
in the wealthier provinces. DRC remains
second in Sub-Saharan Africa after Nige-
ria in terms of the number of extreme
poor despite some improvements in the
past decades.

Recent developments

GDP growth picked up to 8.6 percent in
2022 driven by a strong mining sector,
which expanded by 20.8 percent, ow-
ing to capacity expansion and recovery
in global demand. Copper and cobalt
production increased by 33.3 and 24.0
percent, respectively, in 2022. However,
DRC faced an overall negative terms-of-
trade shock due to the Russia’s invasion
of Ukraine, and growth in non-mining
sectors was modest, slowing down to
3.0 percent in 2022 (2021: 4.5 percent).
On the demand side, growth was led
by public investment and exports, while
private consumption was constrained by
higher inflation.

FIGURE 1 Democratic Republic of Congo / Real GDP
growth and contributions to real GDP growth
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FIGURE 2 Democratic Republic of Congo / Actual and
projected poverty rates and real GDP per capita
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The current account deficit deteriorated
to 2.9 percent of GDP in 2022 as strong
export earnings could not compensate
rising food and fuel import bills. Average
inflation accelerated to 9.2 percent in
2022 and the Central bank opted for a
tight monetary policy to anchor inflation
expectations. Nevertheless, FDI and ex-
ternal financing contributed to build up
foreign reserves, reaching 7.9 weeks of
imports in 2022 (2021: 5.4 weeks), and to
exchange rate stability.
The fiscal deficit widened to 2.7 per-
cent in 2022. Domestic revenues
peaked at 15.6 percent of GDP in 2022,
owing to favorable commodity prices
and digitalization of revenue collection
process. In turn, expenditures stood at
19.7 percent of GDP in 2022 due to
exceptional security spending and ar-
rears repayments, in addition to wage
adjustments and fuel subsidies.
The latest World Bank projections put ex-
treme poverty at 60.5 percent in 2023, a
1.4 percentage points decrease compared
to 2022. This decrease is due to favorable
economic performance, despite the nega-
tive effects of the war in Ukraine.

Outlook

GDP growth is projected to decelerate to
7.7 percent in 2023 and 7.5 percent in
2025 with the end of the Kamoa-Kaku-
la mine expansion in 2024. The mining
sector is expected to slightly decelerate,
while growth in non-mining sectors (ser-
vices, manufacturing) gradually picks up,
doubling to 6.2 percent by 2025.
The fiscal deficit is expected at 2.1 percent
of GDP in 2023, driven by election-related
spending, before narrowing to 1.0 percent
in 2025. Despite rising imports of capital
goods, the current account deficit will nar-
row to a range of 1.0 percent of GDP in
2023-2025 given improved terms of trade
associated with favorable commodity
prices. Further FDI inflows will contribute
to building-up reserves and maintaining
exchange rate stability while the inflation
rate is expected to be brought back down
to its 7 percent medium-term target.
Extreme poverty is projected to further
decrease by 2.7 percentage points by
2025 given favorable economic prospects,

despite the lasting negative effects of the
pandemic, the insecurity in the east of
the country, and the war in Ukraine.
DRC’s economy remains vulnerable to
commodity price swings and growth per-
formance of major trading partners which
might be disturbed by geopolitical con-
flicts. The continued economic conse-
quences of the war in Ukraine, through
rising global food costs and higher oil
prices, could exert stronger pressure on
fiscal deficit, inflation and on households’
consumption, thus, exacerbating poverty
and inequality.
With the agriculture sector employing over
60 percent of the working age population,
vulnerability to climate change related
risks (floods, droughts) is substantial. Fi-
nally, an escalating war in the East and
continued political uncertainty ahead of
the planned 2023 presidential elections,
might delay reform efforts, worsen fiscal
imbalances and generate arrears. Given
persistent conflicts in the East, DRC’s im-
mediate challenge is to strengthen security
and maintain political and macroeconomic
stability while stepping up ongoing re-
forms to ensure sustainable growth.

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

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 1.7 6.2 8.6 7.7 7.6 7.5

Private Consumption -8.0 1.6 0.8 4.2 3.8 2.5
Government Consumption 9.5 11.8 25.1 9.2 1.7 -2.2
Gross Fixed Capital Investment 37.8 21.8 25.5 7.8 10.9 11.8
Exports, Goods and Services 4.0 19.9 23.8 15.8 6.0 5.5
Imports, Goods and Services 15.1 21.7 24.5 9.1 6.0 5.0

Real GDP growth, at constant factor prices 2.3 6.2 8.6 7.7 7.6 7.5
Agriculture 2.5 2.4 2.7 2.8 2.9 3.1
Industry 4.2 7.9 15.1 12.4 9.8 9.0
Services 0.1 5.6 3.0 3.3 6.2 7.0

Inflation (Consumer Price Index) 11.4 9.1 9.2 8.5 7.2 6.8
Current Account Balance (% of GDP) -2.3 -0.9 -2.9 -1.0 -0.9 -1.0

Fiscal Balance (% of GDP) -1.2 -0.8 -2.7 -2.1 -1.0 -1.0
Revenues (% of GDP) 9.2 13.8 16.9 17.0 16.5 16.3
Debt (% of GDP) 22.9 23.9 25.1 23.3 23.1 23.1
Primary Balance (% of GDP) -1.0 -0.7 -2.2 -1.5 -0.5 -0.4

International poverty rate ($2.15 in 2017 PPP)a,b 64.9 64.0 61.9 60.5 59.3 57.8

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 85.0 84.5 83.4 82.6 81.7 80.9

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 96.4 96.1 95.8 95.5 95.2 94.9

GHG emissions growth (mtCO2e) 0.0 0.1 0.2 0.2 0.3 0.4
Energy related GHG emissions (% of total) 1.2 1.2 1.2 1.2 1.2 1.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2012-E123. Actual data: 2012. Nowcast: 2013-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2012) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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REPUBLIC OF
CONGO
Table 1 2022
Population, million 5.8

GDP, current US$ billion 14.6

GDP per capita, current US$ 2520.2

International poverty rate ($2.15)a 35.4

Lower middle-income poverty rate ($3.65)a 59.1

Upper middle-income poverty rate ($6.85)a 83.5

Gini indexa 48.9

School enrollment, primary (% gross)b 93.7

Life expectancy at birth, yearsb 63.8

Total GHG emissions (mtCO2e) 32.4

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2011), 2017 PPPs.
b/ WDI for School enrollment (2018); Life expectancy
(2020).

Following a protracted recession that start-

ed in 2015, the Republic of Congo’s (ROC)

economy grew by an estimated 1.5 percent

in 2022. Higher commodity prices stem-

ming from Russia’s invasion of Ukraine

are improving ROC's fiscal and external

positions, but high food inflation could

worsen food insecurity. Economic recovery

is expected to strengthen in 2023-2025.

Uncertainties related to oil prices and pro-

duction, and spillovers from the war in

Ukraine are key risks to the outlook.

Key conditions and
challenges

Between 2015 and 2021, Congo’s economy
contracted by -4.6 percent on average, with
economic activity underperforming since
the 2014-16 collapse in oil prices that led to
a massive cut in public spending and invest-
ment and the accumulation of domestic ar-
rears to private sector firms, impacting pri-
vate investment. The protracted recession
led to a cumulative decline of real GDP by 28
percent and of GDP per capita by 40 percent
during 2014-2021. The country’s reliance on
volatile oil revenue and weak governance,
reflected in high levels of non-concessional
borrowing, led Congo’s debt to be classified
as “in distress” and unsustainable in 2017,
with its debt-to-GDP ratio increasing from
42.3 percent in 2014 to 113.2 percent in 2020.
Higher oil prices, improved debt manage-
ment, and debt restructuring agreements
helped restore debt sustainability in the
second half of 2021, but ROC remains in
debt distress due to external arrears. The
prolonged economic recession reversed
previous progress in poverty reduction,
with the proportion of the population liv-
ing below the international extreme pover-
ty line of US$2.15 PPP per day increasing
from 34.8 percent in 2015 to 52.0 percent in
2021. Furthermore, human capital devel-
opment lags that of peer countries. The im-
pact of the war in Ukraine is exacerbating
socio-economic challenges, including food
insecurity, partly due to ROC’s high de-
pendence on food imports. Diversifying

the economy and sustaining economic
growth are among key challenges. The Na-
tional Development Plan for 2022-2026 and
increased oil revenues offer a good opportu-
nity to transform ROC’s economy and boost
inclusive and sustainable development to
reduce the country’s vulnerability to
volatile oil prices and unsteady production.

Recent developments

Driven by the non-oil sector, economic ac-
tivity in Congo is estimated to have in-
creased by 1.5 percent in 2022, compared
to a contraction of 2.2 percent in 2021.
Non-oil sector growth, estimated at 3.4
percent in 2022, was spurred by the com-
plete removal of COVID-19 restrictions,
the clearance of government domestic ar-
rears, which provided liquidity to domes-
tic banks and firms, and to a certain extent,
public investment spending. Oil produc-
tion on the other hand continued to fall,
decreasing by 3.6 percent in 2022 percent,
y-o-y, due to delayed investment and ma-
turing oil fields. ROC’s fiscal and external
positions improved. High oil prices led to
a significant increase in government rev-
enues, which together with a more mod-
erate increase in government spending,
resulted in a budget surplus of 6.8 per-
cent of GDP in 2022. However, the non-
oil primary balance deteriorated primari-
ly due to fuel subsidies, which increased
from 1.3 percent of GDP in 2021 to 3.6
percent in 2022. Higher export receipts
strengthened the current account surplus
to 18.2 percent of GDP in 2022.

FIGURE 1 Republic of Congo / Real GDP growth
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FIGURE 2 Republic of Congo / Actual and projected
poverty rates and real GDP per capita
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The banking sector remains solvent, but
vulnerability to non-performing loans
(NPLs) remains high. Bank deposits and
credit to the private sector were up as of
end-September 2022 (y-o-y) but the NPL
to gross loan ratio has been around 19
percent over the past year, which is high
by international standards. In 2022, the
Bank of Central African States (BEAC)
continued to tighten its monetary policy
to contain inflationary pressures and sup-
port the external viability of the exchange
rate arrangement. The BEAC increased
the policy rate in September 2022 (to 4.5
percent), its second increase in 2022.
Moreover, the BEAC decreased its weekly
liquidity injections from CFAF 160 billion
in April 2022 to CFAF 50 billion in De-
cember 2022.
The poverty rate increased slightly in
2022 to an estimated 52.5 percent in 2022.
While overall inflation remained con-
tained at 3.0 percent in 2022, existing
supply chain bottlenecks and the effects
of the war in Ukraine are pushing up
food prices in ROC, with food inflation
averaging 6.2 percent (y-o-y) in 2022,
which is likely to affect the poorer seg-
ments of the population more as they

typically spend a higher share of their
household budget on food.

Outlook

The Congolese economy is expected to
continue to recover gradually from its re-
cent protracted recession. ROC’s GDP is
projected to grow at 3.5 percent in 2023
and to average 3.6 percent in 2024-25. Oil
sector growth (expected to average 3.8 per-
cent in 2023-25) will be driven primarily
by the resumption of investments by oil
companies. Non-oil sector growth (expect-
ed to average 3.7 percent in 2023-25) will
be spurred by growth in agriculture and
services, and the implementation of struc-
tural reforms on the supply side, and by
the continued clearance of government ar-
rears, and the gradual increase in social
spending and public investment on the de-
mand side. Overall inflation is expected to
remain close to BEAC’s 3.0 percent target
over the medium term, but food inflation
is expected to continue to outpace overall
inflation. The poverty rate is expected to
marginally decrease to 52.0 percent in 2023

and to an average of 51.2 percent in
2024-25, consistent with projected growth
in GDP per capita. The fiscal balance is ex-
pected to remain positive, fueled by high
oil prices, increased oil production and fis-
cal discipline. In line with the 2023 budget
law, the non-oil primary balance is set to
improve, partly driven by the reduction in
direct oil subsidies to energy SOEs and the
increase of fuel retail prices. Although debt
vulnerabilities remain elevated (with a
high level of non-concessional debt stock
and domestic arrears), ROC’s debt-to-GDP
ratio will decline to 78.8 percent by 2025
due to improved debt management, fiscal
discipline, and significant oil revenues.
The current account surplus will decline as
increased investments will lead to an in-
crease in imports, partially offsetting high
oil exports receipts.
Risks to the outlook are tilted to the
downside and include volatile oil prices
and unsteady oil production, an intensi-
fication of the war in Ukraine and relat-
ed spillovers, weaker-than-expected glob-
al demand, renewed supply chain bottle-
necks, a further tightening of global or
regional financial conditions, and adverse
weather conditions.

TABLE 2 Republic of Congo / 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 -2.2 1.5 3.5 4.3 2.8

Private Consumption -6.9 8.5 6.7 6.0 6.0 5.8
Government Consumption -33.1 16.9 -2.0 3.2 3.8 3.3
Gross Fixed Capital Investment -45.0 9.5 8.3 11.5 8.5 7.0
Exports, Goods and Services -11.1 -12.2 -0.9 4.4 6.2 0.9
Imports, Goods and Services -36.3 2.5 4.8 10.6 10.3 5.2

Real GDP growth, at constant factor prices -5.1 -2.2 1.5 3.5 4.3 2.8
Agriculture 4.5 1.5 3.1 3.3 3.9 4.3
Industry -3.7 -7.9 -1.7 4.4 5.8 1.2
Services -9.2 3.9 3.5 3.3 3.8 3.9

Inflation (Consumer Price Index) 1.4 2.0 3.0 3.2 3.1 3.0

Current Account Balance (% of GDP) 0.9 10.9 18.2 9.7 4.2 2.1
Net Foreign Direct Investment Inflow (% of GDP) 2.4 3.8 3.8 4.2 4.7 5.0

Fiscal Balance (% of GDP) -2.4 1.4 6.8 4.2 3.5 2.6
Revenues (% of GDP) 21.6 23.4 31.4 27.5 26.7 26.2
Debt (% of GDP) 113.2 102.2 93.8 87.9 82.5 78.8
Primary Balance (% of GDP) -0.6 3.4 9.1 6.7 5.9 5.1

International poverty rate ($2.15 in 2017 PPP)a,b 50.2 52.0 52.5 52.0 51.3 51.2

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 73.3 74.5 74.8 74.5 74.0 74.0

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 91.6 92.2 92.3 92.2 92.0 91.9

GHG emissions growth (mtCO2e) 2.4 2.5 2.6 2.7 2.8 2.8
Energy related GHG emissions (% of total) 14.0 14.1 14.3 14.6 15.0 15.3

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2011-ECOM. Actual data: 2011. Nowcast: 2012-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2011) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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CÔTE D'IVOIRE
Table 1 2022
Population, million 28.2

GDP, current US$ billion 70.1

GDP per capita, current US$ 2487.9

International poverty rate ($2.15)a 11.4

Lower middle-income poverty rate ($3.65)a 39.6

Upper middle-income poverty rate ($6.85)a 75.4

Gini indexa 37.2

School enrollment, primary (% gross)b 98.2

Life expectancy at birth, yearsb 59.0

Total GHG emissions (mtCO2e) 57.1

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2018), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Although growth rebounded from

COVID-19 in 2021, adverse spillovers

from Russia’s invasion of Ukraine and

global monetary tightening emphasize

macroeconomic imbalances. Real growth

is estimated at 6.7 percent in 2022 (4 per-

cent per capita) with limited poverty re-

duction due to higher food prices. Annual

inflation reached 5.2 percent in 2022 – a

decade high increase given price volatility

and deteriorating terms of trade. The out-

look hinges on robust revenue mobiliza-

tion, debt management and structural re-

forms to rebuild fiscal buffers.

Key conditions and
challenges

After being one of the fastest growing
economies in SSA for almost a decade –
with real GDP growth averaging 8.2 per-
cent over 2012–19 (5.7 percent in per capita
terms) – the global crises brought about by
COVID-19 and war in Ukraine, have un-
derlined the need for continued structural
reforms to move towards the objective of
doubling GDP per capita by 2030. Produc-
tivity growth has remained flat since 2017.
Leveraging private investment, greater
capital deepening, reducing allocative in-
efficiencies through pro-competition poli-
cies, improving human capital, as well as
increasing resilience to climate risks would
create a more resilient and sustainable
growth path.
Downside risks predominate in the short
term. The war in Ukraine increases com-
modity price volatility, worsening external
balances of net commodity importers, such
as Côte d’Ivoire, while increasing energy
and food inflation. Tightening global fi-
nancial markets, despite early signs of
monetary policy normalization in ad-
vanced economies, put additional pressure
on fiscal vulnerabilities and require active
debt and fiscal management. Regional in-
security and climate-related factors could
also dampen the outlook. In the medium
term, the rollout of the National Develop-
ment Plan will depend on adequate financ-
ing, premised on greater domestic revenue
mobilization and private investment.

Recent developments

Amid the global turmoil, the Ivorian econo-
my has started to decelerate, posting an esti-
mated 6.7 percent real GDP growth in 2022
(4.0percentpercapita),downfromthe7per-
cent registered in 2021. Growth was driven
by private consumption, supported by in-
creases in public sector wages and public in-
vestment. Industry, including construction,
and services were the main supply-side
growth motors, contributing 1.5 and 4.7 per-
centage points, respectively. Construction
and retail trade indices increased by 21.2
percentand11.9percenty-o-y, respectively.
Inflation averaged 5.2 percent in 2022, up
from 4.2 percent in 2021, on account of
higher food (+8.9 percent), housing, water,
energy (+5.7 percent) and transport (+6.4
percent) prices. Regional security-related
disruptions, the war in Ukraine-induced
commodity price spike, and the depreci-
ation of the CFAF against the US dollar
passed-through via imported and local
prices. Price caps on key food staples and
fuel subsidies contained further upward
pressure with core inflation contributing
2.7 percentage points to headline inflation.
To counter inflation across WAEMU coun-
tries, the Central Bank of West African
States (BCEAO) raised policy interest rates
by a cumulative 75 basis points in 2022 (to
2.75 percent for liquidity calls and 4.75 per-
cent for the marginal lending facility).
The trade balance turned negative at -2.6
percent of GDP in 2022, widening the cur-
rent account deficit from 4.1 percent in 2021,
to an estimated 6.5 percent in 2022, owing to

FIGURE 1 Côte d'Ivoire / Budget balance and change in
public debt
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FIGURE 2 Côte d'Ivoire / Actual and projected poverty
rates and real GDP per capita
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sustained infrastructure related imports,
higher import prices and declining export
demand and prices.
Containing inflationary pressures has been
achieved largely through fiscal policy, with
expenditures of around 1.6 percent of GDP
(including 0.6 percent of GDP in revenue
forgone due to implicit fuel subsidies), lift-
ing the fiscal deficit to a decade-high 6.8 per-
cent of GDP in 2022. The hike resulted also
from infrastructure spending (at 6.8 percent
of GDP), and high interest payments. As a
result, public and publicly guaranteed debt
increased, to 56.9 percent of GDP, from 52.1
percent of GDP in 2021. The aborted Eu-
robond operation in 2022 was replaced by
more expensive commercial debt set to in-
crease interest payments in the short-term,
unless reprofiled.
The extreme poverty incidence (less than
$2.15 a day per capita in PPP) is expected to
have increased to 12.3 percent in 2022, 0.6
percentage points higher than in 2021. The
expansion of services and industry (6.7 and
8.2 percent real growth in 2022), which em-
ploy 46.7 and 14.1 percent of the labor force,
respectively, were drivers of poverty reduc-
tion. However, the increase in food prices
offset the effects of economic growth on
poverty(withouttheeffectsoffoodinflation,
weestimatethatpovertywouldhavefallen).

Outlook

Economic activity should decelerate slight-
ly in 2023 on the back of continued global
headwinds subduing net exports, clouding
private investment expectations, and fuel-
ing uncertainty around inflationary expec-
tations. Growth is however expected to re-
main strong over the medium-term, pro-
jected to average 6.5 percent between
2024-2025, driven by domestic demand,
continued high public investment increas-
ingly complemented by private invest-
ment if pro-competitive market reforms
continue and structural reforms aligned
with macroeconomic stability deepen.
The fiscal deficit should converge towards
the regional target of 3 percent by 2025,
stabilizing debt at about 56 percent of
GDP. However, this hinges on a credible
revenue mobilization strategy. Delaying
fiscal adjustment towards the regional fis-
cal deficit target could exacerbate debt sus-
tainability risks, while increasing regional
financing needs, reducing FX reserve
buffers, and elevating inflationary risks.
Inflation should decelerate from 2023 and
gradually converge below 2 percent, as
global commodity prices ease. BCEAO will

likely need to continue tightening in 2023
in line with other major central banks, as
FX reserves have declined, and inflation
remains well above the target range of 1-3
percent. Any delays to fiscal adjustments
towards the regional fiscal deficit target
could exacerbate debt sustainability risks
in some countries and put additional pres-
sure on the regional financial sector.
Despite the deceleration in economic
growth in 2023, poverty is expected to fall to
12 percent driven by the industry and ser-
vices sectors, and the reduction in inflation,
especially among food items (expected to
fall from 8.9 percent in 2022 to 4.8 percent in
2023). Poverty reduction should continue in
the medium term despite the negative head-
winds, reflecting higher employment in in-
dustry and services. Extreme poverty
(US$2.15 2017 PPP) is expected fall to 11.4
percent by 2024 and to 11.0 by 2025.
Heightened market uncertainties and tight
monetary policy will continue driving up
costs of external and domestic debt, increas-
ing debt vulnerabilities due to rollover risks
in the short-term, aggravating tensions be-
tween rebuilding fiscal space and sustain-
ing strong growth. Increasing domestic rev-
enue mobilization, efficient public spend-
ing, and prudent borrowing remain crucial
to ensure macroeconomic stability.

TABLE 2 Côte d'Ivoire / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 1.7 7.0 6.7 6.2 6.5 6.5

Private Consumption 4.7 3.5 3.3 3.7 3.9 4.3
Government Consumption 2.5 8.6 8.0 7.0 2.7 2.3
Gross Fixed Capital Investment 26.8 8.6 9.8 8.5 10.6 9.7
Exports, Goods and Services 10.7 10.6 10.2 8.4 8.8 9.2
Imports, Goods and Services 6.1 13.4 6.8 6.4 6.8 7.6

Real GDP growth, at constant factor prices 1.3 7.0 6.7 6.2 6.5 6.5
Agriculture 8.9 2.7 5.1 -0.4 1.4 11.1
Industry -1.6 7.4 8.1 10.1 10.0 4.1
Services -0.2 8.6 6.8 7.0 6.7 6.1

Inflation (Consumer Price Index) 2.4 4.2 5.2 3.5 1.8 1.7

Current Account Balance (% of GDP) -3.1 -4.0 -6.5 -5.6 -5.0 -4.1
Net Foreign Direct Investment Inflow (% of GDP) 1.1 1.5 1.3 1.7 2.2 1.9

Fiscal Balance (% of GDP) -5.4 -5.0 -6.8 -5.2 -4.1 -3.0
Revenues (% of GDP) 14.6 15.6 15.0 15.9 16.2 16.4
Debt (% of GDP) 48.1 52.1 56.9 56.6 56.3 56.0
Primary Balance (% of GDP) -3.6 -3.0 -4.5 -2.6 -1.8 -0.9

International poverty rate ($2.15 in 2017 PPP)a,b 11.2 11.7 12.3 12.0 11.4 11.0

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 38.2 38.8 39.2 38.5 37.4 36.4

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 72.9 74.2 73.4 72.1 70.8 69.4

GHG emissions growth (mtCO2e) 3.7 3.8 3.1 3.4 3.3 3.1
Energy related GHG emissions (% of total) 25.7 27.8 29.2 30.6 31.7 32.4

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 2018-EHCVM. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection based on microsimulation model that accounts for differences in sectoral growth, food and nonfood inflation.
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EQUATORIAL
GUINEA
Table 1 2022
Population, million 1.7

GDP, current US$ billion 14.4

GDP per capita, current US$ 8577.1

School enrollment, primary (% gross)a 61.8

Life expectancy at birth, yearsa 60.7

Total GHG emissions (mtCO2e) 15.6

Source: WDI, Macro Poverty Outlook, and official data.
a/ WDI for School enrollment (2015); Life expectancy
(2020).

Equatorial Guinea’s economy expanded

by an estimated 2.9 percent in 2022,

driven by the rebound in the hydrocar-

bon sector. The fiscal and external bal-

ances improved thanks to an increase in

oil production and prices. Barring new

substantial hydrocarbon discoveries and

progress in structural reforms, growth

is projected to turn negative. Further

increases in international food prices,

lower-than-expected oil production and

prices, and a further tightening of global

financial conditions represent downside

risks to the outlook.

Key conditions and
challenges

Equatorial Guinea’s oil-dependent econo-
my has been in recession over most of the
past decade amid maturing oil fields and
low investment. GNI per capita has been
declining since 2014, averaging -9.7 per-
cent per year in 2014-2021 and estimated at
$US 5,150 in 2021 (58 percent lower than
its peak level in 2008). While the country is
classified as upper-middle-income, insuf-
ficient social spending, a weak social pro-
tection system, and poor public service de-
livery have hampered progress toward
shared prosperity and poverty reduction.
Public expenditure on education, health,
and water sectors combined is estimated
to represent only 1.9 percent of GDP. Lim-
ited social spending explains poor devel-
opment outcomes with net primary school
enrollment rate of 43.5 percent, well below
that of the average upper middle-income
country (95.4 percent). Life expectancy at
birth is low at only 59 years.
The economy’s reliance on the capital-in-
tensive hydrocarbon sector has provided
few opportunities for job creation, and
the country’s business environment is
not conducive to investment and private
sector development. Hydrocarbon pro-
duction is expected to decline in the next
years as most of the country’s largest oil
fields are reaching maturity, adding ur-
gency to the government’s objective to
diversify the economy and change the
current growth model.

Recent developments

After seven consecutive years of reces-
sion, the Equatoguinean economy is esti-
mated to have recorded positive growth
of 2.9 percent in 2022 (from -2.8 percent
in 2021), mainly driven by the rebound
of the hydrocarbon sector (14.2 percent
growth in 2022H1 compared to 2021H2).
The economic rebound was lower than
previously projected due to an incident
in the Zafiro offshore platform – the
largest crude oil production platform in
Equatorial Guinea – in September 2022,
which led to a drop in hydrocarbon pro-
duction of 15.2 percent in 2022Q4 (q-o-
q). Growth was also supported by high-
er public demand and growth in the
telecommunications, transport, and con-
struction sectors.
A stronger-than-expected rebound in oil
production in the first half of the year
and more favorable oil prices boosted
government revenues and improved the
fiscal balance in 2022 to 3.8 percent of
GDP, compared to 2.8 percent of GDP
in 2021. While fiscal revenues exceeded
budgeted levels by 200 percent as of Sep-
tember-2022, they dropped in the fourth
quarter of the year amid the incident in
the Zafiro offshore platform. Higher hy-
drocarbon export earnings narrowed the
current account deficit in 2022 which is
estimated to have reached 0.8 percent of
GDP in 2022, compared to a deficit of 2.3
percent of GDP in 2021.
Inflation is estimated to have increased
from 1.8 percent in 2021 to 4.9 percent in

FIGURE 1 Equatorial Guinea / Hydrocarbon production and
revenues
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FIGURE 2 Equatorial Guinea / Non-income poverty
indicators
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2022, driven by higher food prices follow-
ing Russia’s invasion of Ukraine. While the
rise in food prices has likely impacted food
security and poverty in Equatorial Guinea,
data to track poverty remain scarce. The
results of the National Household Survey
II –fieldwork ending in August 2023 – will
be critical in this regard.
In 2022, the Bank of Central African
States (BEAC) continued to tighten its
monetary policy to contain inflationary
pressures and support the external via-
bility of the exchange rate arrangement.
The BEAC increased the policy rate in
September 2022 to 4.5 percent, its second
increase in 2022. Moreover, the BEAC
decreased its weekly liquidity injections
from CFAF 160 billion in April 2022 to
CFAF 50 billion in December 2022.
In 2022, the government committed to
settling domestic arrears using 90 percent
of the IMF SDR allocation and govern-
ment bonds, which should reduce the
share of non-performing loans and im-
prove the liquidity and solvency of the

banking sector. The government has
cleared US$ 102 million of domestic ar-
rears by 2022H1.

Outlook

Equatorial Guinea is expected to re-enter
recession in 2023 (with a negative growth
of 3.7 percent) on the back of lower hydro-
carbon production and domestic demand.
Without significant diversification efforts
or discoveries of new hydrocarbon re-
serves, the projected decline in hydrocar-
bon production combined with the slow
progress in structural reforms are project-
ed to lead to an average negative growth of
4.6 percent in 2024-2025.
The government is expected to continue its
fiscal consolidation efforts amid a project-
ed decrease in hydrocarbon production.
The decline in public spending is expected
to compensate for the decrease in govern-
ment revenues over the medium term. As a

result, the fiscal position is projected to de-
teriorate slightly but still reach a surplus of
2.1 percent of GDP in 2023, and then nar-
row further in 2024-25 (average surplus of
0.6 percent of GDP). The current account
balance is projected to deteriorate gradual-
ly over the medium term to an average of
-1.6 percent of GDP over 2023-2025, on the
back of declining export earnings.
Risks to the outlook are tilted to the
downside. A rise in food prices amid
a protracted war in Ukraine would in-
crease food insecurity, especially for the
most vulnerable, and possibly cause so-
cial tensions. Lower oil prices would fur-
ther reduce fiscal space over the medium
term amid declining oil production, albeit
this risk could be attenuated by the end
of China’s zero-COVID policy. A further
tightening of global financial conditions
could impact investment flows. Delays in
addressing governance issues, and bank-
ing sector instability could also hinder
further private investment, including into
new oil or gas fields.

TABLE 2 Equatorial Guinea / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -4.2 -2.8 2.9 -3.7 -6.0 -3.1

Private Consumption 2.2 2.2 2.2 3.7 2.4 0.9
Government Consumption -3.2 -5.0 18.1 -11.8 -13.5 -9.8
Gross Fixed Capital Investment -64.5 -27.5 -35.0 -0.5 -15.0 -5.0
Exports, Goods and Services -4.9 2.0 0.4 -4.4 -10.1 -6.3
Imports, Goods and Services -10.8 8.1 3.9 -1.0 -6.5 -6.0

Real GDP growth, at constant factor prices -4.2 -2.8 2.9 -3.7 -6.0 -3.1
Agriculture -6.3 9.7 -7.5 2.0 2.2 2.0
Industry -4.4 -3.2 2.5 -6.5 -17.9 -10.0
Services -3.8 -2.9 4.1 0.4 11.6 4.3

Inflation (Consumer Price Index) 5.8 1.8 4.9 3.5 2.2 2.3

Current Account Balance (% of GDP) -10.4 -2.3 -0.8 -2.8 -1.2 -0.9
Net Foreign Direct Investment Inflow (% of GDP) 3.7 5.5 4.7 4.3 4.3 4.8

Fiscal Balance (% of GDP) -1.7 2.8 3.8 2.1 0.6 0.7
Revenues (% of GDP) 14.1 16.6 21.0 15.7 12.8 12.2
Debt (% of GDP) 48.4 46.3 33.0 36.0 34.9 36.6
Primary Balance (% of GDP) -0.4 3.9 5.1 3.2 1.8 1.9

GHG emissions growth (mtCO2e) -6.5 10.3 2.6 -4.1 -5.4 -1.7
Energy related GHG emissions (% of total) 30.0 28.0 24.2 24.8 22.0 21.1

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
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ERITREA
Table 1 2022
Population, million 3.7

GDP, current US$ billion 2.4

GDP per capita, current US$ 647.4

School enrollment, primary (% gross)a 68.6

Life expectancy at birth, yearsa 67.1

Total GHG emissions (mtCO2e) 7.2

Source: WDI, Macro Poverty Outlook, and official data.
a/ WDI for School enrollment (2019); Life expectancy
(2020).

After rebounding to 2.9 percent in 2021,

GDP growth moderated to 2.5 percent in

2022, impacted by sluggish global de-

mand. A convergence to pre-pandemic

growth trends over the medium term is

anticipated, helped by the ongoing recov-

ery in China. Inflation would moderate

from 2023 as commodity prices decline.

Low global growth, climate vulnerabili-

ties, and geopolitical tensions cloud the

medium-term outlook. National accounts

and poverty statistics have not been pro-

duced over the last decade.

Key conditions and
challenges

With the lifting of UN sanctions in
November 2018, Eritrea emerged from
a decade of international isolation.
During that period, the government
followed a self-sufficiency policy. As
a result, large state-owned enterprises
dominate the economy and, outside
the mining industry, the private sector
is virtually non-existent. Zinc, copper
and gold account for over 90 percent
of exports, underscoring the country’s
heightened exposure to external
shocks. Monetary policy is character-
ized by administrative measures, fiscal
dominance, and a fixed exchange rate
regime pegged to the US dollar, en-
abled by severe import restrictions in
a context of low foreign exchange re-
serves. The financial sector is small
and underdeveloped. The country is
one of the most vulnerable and least
adapted to climate change in Sub-Sa-
haran Africa, with frequent weather
shocks posing a heavy burden for the
economy and rural livelihoods.
The COVID -19 crisis hit Eritrea amid
a hiatus in its reengagement with de-
velopment partners, leaving it without
much needed external funding. In ad-
dition, informal cross-border trade was
affected by the conflict in northern
Ethiopia. However, Eritrea’s isolation
moderated the magnitude of the initial
external shock.

The emergency conditions that prevailed
in Eritrea over the past decade led to
severe data production capacity con-
straints. National accounts data are lim-
ited to unofficial GDP estimates pro-
duced by the Ministry of Finance that
are not endorsed by the government. In-
flation estimates cover only the capital
city, Asmara, and full balance of pay-
ments accounts are missing. The last
population census in Eritrea took place
more than 25 years ago, and little is
known about poverty. Data from 1996/
97, covering only urban areas, suggest
that about 70 percent of the population
lived in poverty.

Recent developments

Real GDP slowed from 2.9 percent in
2021 to 2.5 percent in 2022, impacted by
weak demand in major trading partners,
especially China. Headline inflation aver-
aged 7.4 percent, fueled by rising interna-
tional commodity prices stemming from
pandemic-related value chain disruptions
and Russia’s invasion of Ukraine, in ad-
dition to the continued closure of the
Ethiopian border since April 2019. High
international prices of wheat and fertiliz-
ers, along with severe drought conditions,
placed acute strain on the food security of
vulnerable populations.
The current account surplus narrowed to
13 percent of GDP in 2022 from 14 percent
in 2021, affected by the rising prices of oil
and wheat, despite the partial compensa-
tion from higher prices of zinc exports.

FIGURE 1 Eritrea / Evolution of total public debt
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FIGURE 2 Eritrea / Primary and overall fiscal balances
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Notwithstanding such large surpluses, in-
ternational reserves are estimated at
around 3 months of imports. High global
zinc prices supported fiscal revenues in
2022, reducing the fiscal deficit to 5.6 per-
cent of GDP from 5.8 percent in 2021. Pub-
lic debt is estimated at around 239.8 per-
cent of GDP, of which nearly 80 percent is
owed to domestic banks, and the country
is in debt distress.
Eritrea remains mostly isolated but has
begun to reengage with development
partners and revitalize some bilateral re-
lations. In June 2022, Eritrea and South
Sudan signed an agreement to establish
direct flights between Asmara and Juba
to promote business, trade, and tourism.
Following a visit by the Kenyan pres-
ident to Asmara in December 2022 to
discuss trade and regional security, the
Kenyan and Eritrean governments
agreed on February 9, 2023, to per-
manently abolish visa requirements for
their citizens, with the aim of strength-
ening bilateral relations and advancing
regional integration.

Outlook

Real GDP growth is projected to grow
by 2.7 percent in 2023, bolstered by the
recovery in China, and continue at just
below 3 percent over the medium term,
consistent with its pre-pandemic trend.
As the international prices of fuel, wheat,
and other cereals begin subsiding, infla-
tion is expected to decrease to 6.4 percent
in 2023, before stabilizing at around 4.2
percent over the medium term, which
would provide some respite to poor
households. A recovery in agricultural
output would also support households’
consumption over the medium term, while
construction work associated to mining
projects would continue driving capital ex-
penditures. The current account surplus is
expected to widen to 14.1 percent in the
near term reflecting the decrease in im-
ported commodity prices after sharp in-
creases in 2022, but should narrow mod-
estly over the medium term as the prices

of zinc and other Eritrean mineral exports
also drop. Steady remittances should also
continue to support households’ incomes.
The fiscal deficit is expected to narrow pro-
gressively over the medium term, under-
pinned by a gradual fiscal consolidation,
while the strong growth in nominal GDP
should reduce the public debt-to-GDP ra-
tios. Nevertheless, fiscal and domestic debt
outcomes and the outlook for public fi-
nances remain uncertain given the fre-
quent data revisions due to reporting lags
driven by widespread manual processes.
Significant downside risks cloud the hori-
zon. Weak global growth and further dis-
ruptions from COVID-19 could dampen
growth in China, weakening external de-
mand for Eritrean exports. Eritrea’s contin-
ued involvement in the northern Ethiopia
conflict could attract renewed internation-
al sanctions, while the escalation of region-
al geopolitical tensions could dampen Er-
itrea’s nascent efforts to break its isolation.
Finally, severe climate vulnerabilities that
burden Eritrea could worsen in coming
years, posing high risks to food security.

TABLE 2 Eritrea / 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 2.9 2.5 2.7 2.9 2.8

Private Consumption -1.9 3.0 3.6 4.0 4.3 4.1
Government Consumption 16.4 14.0 5.7 3.6 3.7 3.5
Gross Fixed Capital Investment 152.2 39.1 13.1 11.8 14.6 10.6
Exports, Goods and Services -4.9 31.0 9.2 5.1 3.7 4.1
Imports, Goods and Services -3.5 21.6 11.0 5.3 4.1 4.3

Real GDP growth, at constant factor prices -0.5 2.9 2.5 2.7 2.9 2.8
Agriculture -0.5 4.5 1.6 3.5 3.7 3.2
Industry -0.7 1.4 3.2 2.9 3.0 3.1
Services -0.1 5.3 1.3 1.6 2.1 1.8

Inflation (Consumer Price Index) 5.6 6.6 7.4 6.4 4.1 4.3

Current Account Balance (% of GDP) 14.4 14.0 13.0 14.1 12.4 11.1
Net Foreign Direct Investment Inflow (% of GDP) 1.4 1.4 1.3 1.2 1.2 1.1

Fiscal Balance (% of GDP) -6.5 -5.8 -5.6 -4.8 -4.0 -3.3
Revenues (% of GDP) 24.9 26.7 27.0 27.6 28.5 29.3
Debt (% of GDP) 260.6 241.7 239.8 219.4 212.6 198.4
Primary Balance (% of GDP) -5.0 -4.2 -4.2 -3.7 -2.9 -2.2

GHG emissions growth (mtCO2e) 1.2 2.1 2.5 2.7 2.8 2.9
Energy related GHG emissions (% of total) 13.1 13.2 13.4 13.7 14.2 14.7

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
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ESWATINI
Table 1 2022
Population, million 1.2

GDP, current US$ billion 4.3

GDP per capita, current US$ 3569.9

International poverty rate ($2.15)a 36.1

Lower middle-income poverty rate ($3.65)a 58.0

Upper middle-income poverty rate ($6.85)a 78.1

Gini indexa 54.6

School enrollment, primary (% gross)b 114.5

Life expectancy at birth, yearsb 59.7

Total GHG emissions (mtCO2e) 2.7

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2016), 2017 PPPs.
b/ WDI for School enrollment (2019); Life expectancy
(2020).

GDP growth slowed to an estimated 0.4

percent in 2022, partly reflecting the im-

pact of inflationary pressures on domestic

demand and weak performance in agricul-

ture. The fiscal deficit increased between

FY21-22 and FY22-23, while the current

account balance recorded a deficit for the

first time since FY10-11, reflecting lower

Southern African Customs Union

(SACU) revenues. Economic growth is

projected to rebound to 3.0 percent in

2023, supported by higher SACU rev-

enues, which should lead to a small de-

crease in poverty rates.

Key conditions and
challenges

Economic growth remains constrained by
persistent social and political uncertainties
and slow progress in implementing busi-
ness and structural reforms, which under-
mine private investment and economic di-
versification. Investment declined after the
end of apartheid as firms relocated to
South Africa and it has not recovered
since, declining from an average of 11 per-
cent of GDP in the early 1990s to an aver-
age of 6 percent over the past decade.
The government’s dependence on volatile
SACU revenues continues to lead to sub-
stantialfluctuations infiscalpolicyandpub-
lic investment over time. Moreover, this de-
pendence deepens Eswatini’s reliance on
South Africa. Eswatini has little discretion
over monetary and exchange rate policies
due to the country’s membership in the
Common Monetary Area, which pegs the
lilangeni to theSouthAfricanrand.
Unemployment and poverty are high in
Eswatini partly due to weak job creation
in the formal economy. The 2021 labor
force survey puts the unemployment rate
at 33.3 percent, the highest in over a
decade. An estimated 32 percent of the
population lived below the US$2.15/day
(2017 PPP) international poverty line in
2022, while 55 percent of the population
was under the lower-middle-income
country poverty line (US$3.65/day, 2017
PPP). High inequality (54.6 percent in
2016) could fuel social tension.

Recent developments

Real GDP growth slowed to an estimated
0.4 percent in 2022 from 7.9 percent in 2021.
The low growth reflects weak performance
in the agriculture and agro-processing sub-
sectors, mainly the sugar industry, which
were affected by higher input costs, above-
average rainfall, arson attacks, and labor
unrest. Furthermore, higher inflation and
supply disruptions emanating from Rus-
sia’s invasion of Ukraine constrained both
demand and supply. Transport and storage,
and public administration also underper-
formed. Nevertheless, faster growth was
recorded in electricity, tourism, profession-
al, administrative, and support services.
Annual inflation increased from 3.7 per-
cent in 2021 to 4.8 percent in 2022, largely
driven by energy, food, and transport
prices, reflecting the impact of the war in
Ukraine. In response, between January and
December 2022, the central bank increased
the discount/repo rate by a cumulative 275
basis points to 6.5 percent. It further in-
creased this rate by 25 basis points in Feb-
ruary 2023. Transport and food inflation
disproportionately affect the poor, who
spend a higher share of their resources on
these items. The combination of slow eco-
nomic growth and high inflation led to a
slight increase in the estimated poverty
rate in 2022.
The fiscal deficit reached an estimated 5.5
percent of GDP in FY22-23 from 4.6 percent
of GDP in FY21-22, driven by an increase in
wages and security spending as well as a de-
cline in SACU revenue. Public debt reached

FIGURE 1 Eswatini / Current account balance and SACU
revenues
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FIGURE 2 Eswatini / Actual and projected poverty rates and
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a peak of 45 percent of GDP in 2022, as the
government increased external borrowing
in the aftermath of the pandemic and the
shocksemanatingfromthewar inUkraine.
The current account balance recorded an
estimated deficit of 1.3 percent of GDP in
2022 for the first time since the FY10-11 fis-
cal crisis. The trade balance remained in
surplus despite a faster increase in imports
than exports. The relatively fast increase
in imports was largely driven by higher
prices of food, fuel, and electricity. Gross
official reserves declined in 2022 as import
cover stood at 2.5 months of imports com-
pared with 3.5 months in 2021.

Outlook

Real GDP growth is projected to rebound to
3.0 percent in 2023, supported by higher
SACU revenue, which will provide addi-
tional fiscal space for an expansionary fiscal
policy. On the demand side, the projected

increase in government expenditure will
boost economic activity, including the be-
ginning of major capital projects such as the
Mkhondvo-Ngwavuma dam. The whole-
sale and retail, construction, and public ad-
ministration sectors are all expected to ben-
efit from higher SACU revenue and public
spending. Tourism is expected to continue
recovering. However, significant external
and domestic risks, including slower global
growth, unfavorable weather conditions,
and social and political uncertainty may af-
fect the growth outlook. Inflation is project-
ed to increase to 5.7 percent in 2023 due to
the expected gradual transmission of higher
imported prices to local prices and the in-
crease in administered prices.
The fiscal deficit is projected to decline to
2.3 percent of GDP in 2023 and stabilize
around this level in the medium term.
SACU revenue is projected to increase
from 7.8 percent of GDP in FY22-23 to 14.4
percent of GDP in FY23-24 This increase
will finance higher capital expenditure as
well as election- and security-related

spending. About 1.8 percent of GDP of
SACU revenue will be allocated to fund
the SACU Revenue Stabilization Fund, to
be used to mitigate future unexpected
shocks. In the medium term, adherence to
the government’s three-year Fiscal Adjust-
ment Program is critical to contain fiscal
deficits and preserve debt sustainability.
The current account balance is projected to
record a surplus in 2023, partly reflecting
higher SACU revenues. The trade balance
is expected to remain in surplus as exports
are expected to increase, boosted by a re-
covery in sugar production and moderat-
ing import prices.
Poverty based on the lower-middle-in-
come country poverty line (US$3.65/day,
2017 PPP) is projected to decline slightly
from 55.2 percent in 2022 to 53.2 percent in
2025. While the projected economic recov-
ery will have a positive impact on house-
holds, such improvement will be con-
strained by the negative impact of higher
food and energy prices on lower-income
households, at least in the short term.

TABLE 2 Eswatini / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -1.6 7.9 0.4 3.0 2.9 2.7

Private Consumption 0.5 3.3 2.2 3.9 3.6 3.5
Government Consumption 6.8 -8.7 -2.3 8.6 1.7 0.0
Gross Fixed Capital Investment -8.2 11.4 3.1 2.2 2.7 1.0
Exports, Goods and Services -2.4 9.9 6.0 3.5 2.6 2.4
Imports, Goods and Services -1.3 14.4 6.8 6.0 3.0 2.0

Real GDP growth, at constant factor prices -1.4 7.9 0.4 3.0 2.9 2.7
Agriculture -7.5 2.5 1.6 1.9 3.1 3.0
Industry -9.7 15.4 -1.0 2.3 3.1 3.9
Services 5.4 4.1 1.2 3.6 2.7 1.9

Inflation (Consumer Price Index) 3.9 3.7 4.8 5.7 5.4 5.3

Current Account Balance (% of GDP) 6.5 1.3 -1.3 2.1 1.1 0.6
Net Foreign Direct Investment Inflow (% of GDP) -0.1 -0.7 -0.8 -0.8 -0.8 -0.8

Fiscal Balance (% of GDP) -4.6 -4.6 -5.5 -2.3 -2.4 -1.1
Revenues (% of GDP) 29.4 25.1 24.9 30.1 28.1 27.5
Debt (% of GDP) 41.6 42.4 45.4 41.8 37.8 34.9
Primary Balance (% of GDP) -2.4 -2.9 -2.4 0.6 0.0 1.2

International poverty rate ($2.15 in 2017 PPP)a,b 35.2 31.9 32.1 31.1 30.6 29.9

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 57.4 55.0 55.2 54.2 53.6 53.2

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 77.7 76.6 76.7 76.3 75.8 75.4

GHG emissions growth (mtCO2e) -0.1 1.5 -0.1 0.9 1.3 1.4
Energy related GHG emissions (% of total) 35.1 36.2 36.0 36.5 37.1 37.6

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2016-HIES. Actual data: 2016. Nowcast: 2017-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2016) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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ETHIOPIA
Table 1 2022
Population, million 123.5

GDP, current US$ billion 131.8

GDP per capita, current US$ 1067.3

International poverty rate ($2.15)a 27.0

Lower middle-income poverty rate ($3.65)a 65.0

Upper middle-income poverty rate ($6.85)a 90.9

Gini indexa 35.0

School enrollment, primary (% gross)b 106.0

Life expectancy at birth, yearsb 65.4

Total GHG emissions (mtCO2e) 198.0

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2015), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Strongagricultureandservicesoutputre-

sultedinhigher-than-expectedGDPgrowth

estimatedat6.4percentinFY22.Butgrowth

remainslowerthanpre-COVID-19levels

andtheeconomyremainsvulnerableto

shockssuchasglobalfoodandsupplydisrup-

tions. Fiscalandexternalbuffersarenearly

exhausted,posingarisktomacroeconomic

stability,whilepovertyandinequalityare

elevated.Astheseshocksabate,andaspeace

enduresinnorthernEthiopia,anopportu-

nityisemergingtorestoremacroeconomic

balanceandrevivereformstoaccelerate

growthandpovertyreduction.

Key conditions and
challenges

The government’s 2019 Homegrown Eco-
nomic Reform Program aimed to shift the
economy from state-led growth and in-
vestment toward greater private sector
participation and market orientation. The
program emphasized growth in energy, lo-
gistics, and telecommunications; greater
competition; higher exports; and fewer
market distortions. A critical priority was
establishing a competitive foreign ex-
change market to boost competitiveness
and reduce input shortages in the econo-
my. Implementation of the reforms, how-
ever, has been uneven. Multiple shocks
(COVID-19, persistent droughts, internal
conflicts, and global commodity price
shocks) have increased economic costs, ex-
acerbated macroeconomic distortions, and
heightened vulnerabilities. This has great-
ly slowed reform progress and severely af-
fected lives and livelihoods. Already acute
food insecurity has worsened due to global
food and energy price shocks, disruptions
to grain supply due to Russia’s invasion
of Ukraine, and below-average local crop
production. Given the deteriorating hu-
manitarian conditions in Ethiopia due to
the combination of climate shocks, disease
outbreaks, armed conflict, and the socioe-
conomic impacts of COVID-19, about 28.6
million people – around one-fourth of the
country’s population – need humanitarian
assistance in 2023, an increase of about 2.7
million from 2022.

As progress continues in implementing a
peace agreement between the federal gov-
ernment and the Tigray People’s Libera-
tion Front, there is a renewed opportunity
to revive the economic reform agenda. The
government is expected to soon launch a
revised version of the reform program,
which is expected to set out an agenda to
reduce macroeconomic imbalances, re-
move exchange rate and other market dis-
tortions, and advance much-needed struc-
tural reforms to increase Ethiopia’s long-
term economic growth potential. A strong
focus on protecting the poorest from po-
tential adjustment costs is critical to ensure
that reforms are effective and sustainable.

Recent developments

Official growth estimates for FY22 (6.4 per-
cent) were higher than expected due to
strong contributions from services and
agriculture. Industrial growth, however,
slowed as worsening foreign exchange
shortages, the conflict in the northern part
of the country, and the suspension of pref-
erential US market access hurt manufac-
turing and construction activities.
External financing pressures intensified in
FY22. Costlier fuel, fertilizer, and food im-
ports and a sharp fall in official develop-
ment assistance increased the current ac-
count deficit to 4 percent of GDP from 2.9
percent in FY21. The larger current account
deficit and higher debt-service costs
sharply reduced official foreign exchange
reserves, which fell to just 2.5 weeks of im-
ports by the end of 2022. This shortage has

FIGURE 1 Ethiopia / Gross foreign exchange reserves
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contributed to a spike in parallel market
premiums, which have remained above 80
percent since October 2022.
Despite a sharp fall in public capital
spending, the continuing decline in rev-
enue collection (8.1 percent of GDP in FY22
compared with 10.2 percent in FY21) in-
creased the fiscal deficit to 4.2 percent of
GDP (from 2.8 percent in FY21). With less
external financing available, the fiscal
deficit was mainly domestically financed
– including 1.3 percent of GDP in direct
monetary financing. Public debt levels
dropped in FY22 as the disbursement of
external loans remained constrained and
as the increase in domestic borrowing fell
short of inflation.
Direct monetary financing is the main dri-
ver of inflation, which remained high at
33.9 percent in January 2023. Overlap-
ping crises – the war in Ukraine, persis-
tent droughts, and a surge in global food
and fuel prices – exacerbated the already
high inflation. Staple food prices remain
well above average and are especially
high in conflict and drought-affected ar-
eas. Higher nonfood inflation from the
phased removal of fuel subsidies, wider
parallel market premiums, and looser fis-
cal policies also contributed to inflation.

The poor, who are net consumers of food,
remain at high risk of falling into extreme
poverty and food insecurity. Poverty re-
duction is stalling and about 0.43 million
people are expected to have fallen into
poverty in 2022.

Outlook

Growth is expected to remain relative-
ly strong at 6 percent in FY23 as the
effects of recent multiple domestic and
external shocks dissipate. Higher crop
production in the north (contingent on
enduring peace), and the abatement of
external price and supply shocks, are
likely to moderate inflation and pover-
ty risks. Swift implementation of crit-
ical macroeconomic and structural re-
forms in the forthcoming Homegrown
Economic Reform 2.0 could lead to
even higher growth in FY23 and the
medium term. The most significant
downside risk is the resumption of
significant conflict which could com-
plicate implementation of reforms and
foreign exchange inflows from devel-
opment assistance and investment.

Fiscal pressures are expected to persist in
FY23 but abate over the medium term
due to revenue reforms to strengthen val-
ue-added tax and excise collections, in-
cluding introducing new tax sources
(such as property taxes). These are ex-
pected to support fiscal consolidation and
ease budget financing pressures. Foreign
exchange reforms will be critical to restor-
ing productivity-led growth by removing
price distortions, improving resource allo-
cation, and alleviating external payments
risks. Debt treatment under the G-20
Common Framework and the resumption
of official external flows will also be crit-
ical to ease Ethiopia’s external financing
pressures. Contingent on the implemen-
tation of reforms, inflation, which will
remain high through FY24, is expected
to fall over the medium term as supply
bottlenecks ease and fiscal and monetary
policies are tightened.
The stagnation in poverty reduction is dri-
ven by armed conflict, persistent droughts
in lowland regions, the war in Ukraine,
and high inflation. Further shocks could
push millions more into poverty and in-
crease spatial inequalities. Accelerating re-
forms to rebuild fiscal and social buffers
will be critical to mitigating this risk.

TABLE 2 Ethiopia / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2019/20 2020/21 2021/22e 2022/23f 2023/24f 2024/25f
Real GDP growth, at constant market prices 6.1 6.3 6.4 6.0 6.6 7.0

Private Consumption 5.0 3.0 4.5 5.6 5.9 6.4
Government Consumption 0.6 12.2 1.5 1.1 3.0 10.1
Gross Fixed Capital Investment 5.6 7.6 11.0 5.9 6.7 7.1
Exports, Goods and Services 3.4 5.5 11.7 8.8 9.1 9.7
Imports, Goods and Services -1.9 2.0 10.8 2.7 3.6 8.1

Real GDP growth, at constant factor prices 6.1 6.3 6.4 6.0 6.6 7.0
Agriculture 4.3 5.5 6.0 6.3 6.5 6.7
Industry 9.6 7.3 4.8 2.3 3.2 3.6
Services 5.2 6.3 7.9 8.2 8.8 9.3

Inflation (Consumer Price Index) 19.9 20.2 33.7 34.6 32.6 10.4
Current Account Balance (% of GDP) -4.1 -2.7 -4.0 -3.1 -3.3 -2.9

Fiscal Balance (% of GDP) -2.8 -2.8 -4.2 -3.4 -2.7 -2.1
Revenues (% of GDP) 11.7 11.2 8.3 7.8 8.3 9.1
Debt (% of GDP) 56.5 56.6 54.4 49.6 41.3 35.0
Primary Balance (% of GDP) -2.4 -2.2 -3.6 -2.8 -2.2 -1.7

International poverty rate ($2.15 in 2017 PPP)a,b 24.8 24.5 24.3 24.0 23.7 23.4

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 61.3 60.8 60.3 59.9 59.4 58.8

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 89.0 88.7 88.5 88.2 88.0 87.7

GHG emissions growth (mtCO2e) 2.2 2.8 2.8 2.5 2.5 2.4
Energy related GHG emissions (% of total) 15.3 15.2 15.1 14.8 14.6 14.3

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2010-HICES and 2015-HICES. Actual data: 2015. Nowcast: 2016-2022. Forecasts are from 2023 to 2025.
b/ Projection using annualized elasticity (2010-2015) with pass-through = 0.87 based on GDP per capita in constant LCU.
Note: Growth projections reflect limited available information, and are subject to revision as better data becomes available.
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GABON
Table 1 2022
Population, million 2.4

GDP, current US$ billion 22.0

GDP per capita, current US$ 9214.6

International poverty rate ($2.15)a 2.5

Lower middle-income poverty rate ($3.65)a 8.1

Upper middle-income poverty rate ($6.85)a 31.2

Gini indexa 38.0

School enrollment, primary (% gross)b 107.9

Life expectancy at birth, yearsb 66.5

Total GHG emissions (mtCO2e) 22.0

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2017), 2017 PPPs.
b/ WDI for School enrollment (2019); Life expectancy
(2020).

Gabon’s economy rebounded in 2022,

supported by good performances in sec-

tors such as oil, manganese, and wood.

High commodity prices contributed to

fiscal and current account surpluses,

and to a declining public debt-to-GDP

ratio. Nevertheless, persistent poverty

rates and increased vulnerability caused

by rising food prices pose strong risks,

especially if structural reforms promot-

ing green, diversified, and inclusive

growth fail to materialize.

Key conditions and
challenges

Gabon has traditionally registered weak oil-
based long-term growth, that left per capita
income stagnant over the past two decades.
Modest productivity growth, especially in
agriculture, has hindered poverty reduc-
tion. Incentivized by the government’s
strategy to diversify the economy, launched
in 2010, significant new investments are un-
derway, such as in iron extraction (Belinga
agreement signed in August 2022, with
about CFAF 20 billion of initial investments
expected) and liquified gas (an important
initiative to reduce oil-related emissions, it
is expected to add to the country’s strong
record of carbon-absorption efforts). Green
and blue growth policies promoting sus-
tainable fisheries and timber industries are
also being implemented. As Gabon moves
to sell credits for 90 million tons of carbon
emissions, ensuring transparency and ac-
countability will be key for society at large
to benefit from forest conservation. While
efforts are being made to improve resource
revenue management, with Gabon rejoin-
ing EITI in 2021 (first report due by April
2023), these need to be stepped up to reduce
fiscal vulnerabilities.
Yet, Gabon faces severe development chal-
lenges that stand in the way of accelerating
poverty reduction. Governance inefficien-
cies hamper the state’s ability to channel
resource-derived revenues into much-
needed investments in its young and fast-
growing population, which suffers from

poor employability. To transform its nat-
ural endowments into faster and more in-
clusive growth, stronger efforts are need-
ed to build human capital and reduce ob-
stacles to trade, access to finance, and en-
trepreneurship. Structural reforms to im-
prove tax collection, governance, and
public investment management would
help secure the funds needed to tackle
deficiencies in human development, par-
ticularly in education, social protection,
and healthcare. Equally important are in-
vestments to improve infrastructure.
Landslides in December 2022 blocked the
country’s only railway for weeks, disrupt-
ing manganese and wood shipments and
showcasing the urgent need of invest-
ments in transportation.

Recent developments

Gabon’s economy grew by an estimated
3.1 percent in 2022, up from 1.5 percent
in 2021, driven by oil, manganese,
wood, and services sectors, with pan-
demic-related restrictions lifted in early
2022. On the demand side, growth was
mainly driven by commodity exports
and private investment.
Higher oil prices resulting from Russia’s
invasion of Ukraine, combined with in-
creased production amid less strictive
OPEC+ quotas, benefited Gabon’s fiscal
and external balances. Oil revenues and
improved tax collection, notably thanks to
tax expenditure rationalization measures,
resulted in a fiscal surplus (3.0 percent of
GDP in 2022). However, the cost of fuel

FIGURE 1 Gabon / Public debt, fiscal and current account
balances
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FIGURE 2 Gabon / Actual and projected poverty rates and
real GDP per capita
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subsidies increased, despite the removal of
subsidies for industrial consumers in June
2022. Meanwhile, booming exports and
lower imports resulted in a current account
surplus (25.1 percent of GDP in 2022).
Public debt continued to decline in 2022.
While debt remains sustainable, the con-
tinuous accumulation of arrears high-
lights the need to improve public finan-
cial management. In February 2023 Fitch
Ratings classified Gabon as B- with a
positive outlook, thanks to expected IMF-
supported reforms.
Thanks to the recovery, poverty de-
creased slightly in 2022, but inflationary
pressures continued to impact the poor
and the middle class; food inflation
reached 8.8 percent in December 2022 (y-
o-y). Vulnerability increased; almost 37
percent of households reported experi-
encing high food prices in July 2022. De-
spite having tax exemptions and price
controls, Gabon closed 2022 with a 4.3
percent inflation rate, above the CEMAC
target rate. To contain inflation and sup-
port the exchange rate peg, the Bank of
Central African States (BEAC) increased
the policy rate to 4.5 percent in Septem-
ber 2022 and decreased weekly liquidity

injections to CFAF 50 billion in December
2022. Credit to the private sector grew
by 25.9 percent by end-September 2022,
pushed by private investments and more
prudent debt policy.

Outlook

Improved growth prospects in China are
expected to benefit Gabonese exports, es-
pecially oil, manganese, and wood.
Growth is projected to average 3.0 percent
in 2023-2025, driven by extractives but also
agriculture (especially rubber and oil
palm), services, and public works, pushed
by higher public spending in view of the
upcoming elections.
The fiscal balance is expected to remain
positive, supported by revenue mobiliza-
tion and elevated commodity prices, along
with stable public debt. Nevertheless, re-
liance on a few commodities highlights
risks brought by the exposure of Gabon’s
trade and fiscal balances to volatile global
prices. In the case of oil, lower prices,
changes in OPEC+ quotas, and the natural
decline in the oil wells’ capacity could

compromise fiscal revenues, as well as fu-
ture exports. Weakening fiscal consolida-
tion efforts could exacerbate fiscal fragility,
due to the removal of the public sector hir-
ing freeze in 2022 and the increase in cap-
ital expenditures needed to carry out in-
vestments announced in the government’s
strategic plan, due for 2025. Gradually de-
clining oil prices are indeed expected to
translate into a reduced current account
surplus over the years.
Growth prospects and economic diversi-
fication will depend on the implementa-
tion of a strong reform agenda, which
could be stalled in the near term by high
oil prices and the upcoming elections. A
weakening reform momentum, especial-
ly if it hinders actions to tackle the ac-
cumulation of arrears, could compromise
access to external financing. Furthermore,
risks to debt sustainability could be ex-
acerbated under global tightening condi-
tions. In addition, poverty and unemploy-
ment remain sources of tension. While
the share of Gabonese living on less than
US$6.85 per day is expected to remain
stable at around 32.4 percent in 2023, it
would remain higher than the pre-pan-
demic poverty rate (31.2 percent).

TABLE 2 Gabon / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -1.8 1.5 3.1 3.1 3.0 3.0

Private Consumption -2.0 -1.4 -0.2 1.0 2.5 0.1
Government Consumption 5.5 3.2 1.8 0.4 -0.8 2.2
Gross Fixed Capital Investment -16.7 9.2 11.1 1.9 0.2 3.2
Exports, Goods and Services 10.1 -1.0 7.3 8.3 5.9 2.9
Imports, Goods and Services -16.7 31.9 10.4 4.0 1.7 1.5

Real GDP growth, at constant factor prices -1.9 2.9 3.1 3.1 3.0 3.0
Agriculture 5.9 10.2 6.4 6.7 6.8 7.1
Industry -2.2 3.1 4.8 4.0 3.3 2.6
Services -2.8 1.6 1.5 1.9 2.1 2.4

Inflation (Consumer Price Index) 1.6 1.1 4.3 3.2 2.5 2.2

Current Account Balance (% of GDP) -6.0 -4.7 25.1 21.4 23.1 21.7
Net Foreign Direct Investment Inflow (% of GDP) 9.6 7.5 5.5 5.6 5.2 5.2

Fiscal Balance (% of GDP) -2.1 -1.9 3.0 2.1 2.6 2.4
Revenues (% of GDP) 17.6 15.8 18.6 19.2 18.6 18.6
Debt (% of GDP) 77.4 60.7 52.0 51.9 45.5 39.5
Primary Balance (% of GDP) 1.2 0.9 5.4 4.9 5.1 4.5

International poverty rate ($2.15 in 2017 PPP)a,b 2.9 2.9 2.8 2.7 2.5 2.5

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 9.3 9.4 9.1 8.8 8.6 8.3

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 33.1 33.6 32.9 32.4 32.0 31.4

GHG emissions growth (mtCO2e) 3.8 4.0 3.7 -0.7 0.4 0.7
Energy related GHG emissions (% of total) 15.5 16.1 16.8 15.9 15.3 14.6

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2017-EGEP. Actual data: 2017. Nowcast: 2018-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2017) with pass-through = 1 (High (1)) based on GDP per capita in constant LCU.
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THE GAMBIA
Table 1 2022
Population, million 2.7

GDP, current US$ billion 2.2

GDP per capita, current US$ 801.1

International poverty rate ($2.15)a 17.2

Lower middle-income poverty rate ($3.65)a 47.0

Upper middle-income poverty rate ($6.85)a 80.6

Gini indexa 38.8

School enrollment, primary (% gross)b 102.7

Life expectancy at birth, yearsb 62.6

Total GHG emissions (mtCO2e) 3.3

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2020), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Economic growth was steady at 4.3 percent

in 2022, driven by improved agriculture

production, public consumption, and in-

frastructure investments. Downside risks

to the positive medium-term outlook stem

from persistent pressures on import prices

and exports, largely due to the war in

Ukraine and a slowing global demand, and

climatic shocks. Consequently, poverty is

estimated to have increased reflecting weak

per capita growth and high food prices.

Key conditions and
challenges

The Gambia has made progress in macro-
economic stabilization but needs to
strengthen the foundations for higher and
more equitable growth. Structural con-
straints continue to impair the expansion
of the productive base and the diversifica-
tion of the economy from low-value-added
tourism and groundnut production. Low
domestic revenue collection limits the pro-
vision of public goods and services and
hampers fiscal and debt sustainability. The
weak business environment and institu-
tional challenges limit private sector de-
velopment, hindering job creation and
economic transformation. Over-reliance
on declining-productivity agriculture,
along with increasing environmental
degradation and climate vulnerabilities,
contribute to food insecurity. These fac-
tors lead to low capital accumulation,
weak productivity, and limited structural
transformation of the economy resulting
in high poverty rates and curtailing hu-
man capital development.
These weaknesses are exacerbated by sev-
eral downside risks that could negatively
affect the medium-term growth outlook.
Risks of political instability, as suggested
by an attempted coup d’état in December
2022, could reverse hard-won progress in
macroeconomic management and nega-
tively affect efforts to boost domestic rev-
enue mobilization and streamline current
expenditures, undermining investment,

economic growth, and poverty reduction.
Persistent pressures on the balance of
payments due to the prolonged war in
Ukraine, could trigger severe shortages of
essential imports and a further decline in
foreign exchange reserves, putting pres-
sure on the domestic currency and infla-
tion- especially in food prices. Fiscal risks
remain substantial given state-owned en-
terprises (SOEs) contingent liabilities and
the high dependence on external grant fi-
nancing, which accounted for 31 percent
of total revenue over the period
2017-2022, while tax revenue averaged
just 10.7 percent of GDP over the same
period. The fiscal response to the impacts
of the war in Ukraine came at a high
cost, with about 2.2 percent of GDP in
subsidies, underscoring the fiscal vulner-
abilities to external shocks.

Recent developments

Despite the spillovers from the war in
Ukraine, real GDP increased by 4.3 per-
cent in 2022 (1.8 percent per capita) dri-
ven by improved agriculture production,
higher public consumption, and infra-
structure investments. High inflation
dampened private demand, averaging
11.5 percent (year-on-year), with food
and non-food inflation at 14.5 percent and
8.6 percent, respectively.
Rising food prices undermine the pace of
poverty reduction. Poverty is expected to
have increased to 20.3 percent in 2022 from
18.4 percent in 2021, using the internation-
al poverty line of $2.15 (in 2017 PPPs). The

FIGURE 1 The Gambia / Fiscal deficit, current account
deficit, and public debt
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FIGURE 2 The Gambia / Actual and projected poverty rates
and real GDP per capita
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sharp increase in poverty is largely due
to weaker growth in per capita GDP, and
high prices eroding the purchasing power
of households.
The fiscal deficit deteriorated to 4.8 percent
of GDP in 2022, due to lower domestic rev-
enues and higher expenditure, driven by
increased spending on infrastructure pro-
jects and on wages as part of a civil service
reform agenda. Increased subsidies to mit-
igate the pass-through of higher import
prices dampened tax revenues. The total
debt stock remains relatively unchanged at
83.9 percent of GDP in 2022, and the Gam-
bia remains at high risk of debt distress.
The current account deficit (CAD)
widened to 14.6 percent of GDP in 2022,
reflecting a wider trade deficit and lower
remittances, which declined by 4.5 ppts to
34.2 percent of GDP. The CAD was fi-
nanced through FDI, donor support, ex-
ternal borrowing, and partially by inter-
national reserves which declined from 7
months of imports in 2021, to 5.1 months
in 2022, along with a nominal exchange
rate depreciation of 15.6 percent (year-on-
year). Monetary policy was tightened by
raising the policy rate by 1 ppt in May,

September, and December 2022 to 13 per-
cent, to curb inflation.

Outlook

GDP growth is projected to reach 5.5 per-
cent in 2023-25, driven by increased activ-
ity in all sectors, recovery in private de-
mand and resilient public demand.
Growth projections are below pre-pan-
demic levels of 6.2 percent in 2019, reflect-
ing the lingering effects of the overlapping
crises. Inflation is expected to remain high
in 2023 before declining to 7.3 percent in
2024-2025, reflecting global uncertainty
and high commodity prices with a pro-
tracted war in Ukraine.
Although stronger projected growth in
agriculture and the expansion of cash
transfers are expected to have a positive
effect on poverty reduction, these gains
will be tempered by continued high food
prices. The international poverty rate is
expected to increase by 1.5pp in 2023
and remain high at nearly 22 percent
through 2025.

Pressures on the balance of payments are
expected to ease only moderately due to
the spillovers from the war in Ukraine and
continued high global commodity prices.
The CAD is expected to remain high, at
12.2 percent of GDP in 2023 before nar-
rowing to 9.4 percent in 2024-25, reflecting
a decrease in investment-related imports
and robust export growth, especially in
tourism. Monetary policy is expected to re-
main tight, so as to contain persistently
high inflation.
The fiscal deficit is projected to narrow to
2.1 percent of GDP over 2023-25 supported
by the phasing-out of war and pandemic-
related spending, the completion of major
infrastructure projects, and domestic rev-
enue mobilization efforts, including im-
proved tax and customs administrations.
Public debt is projected to decrease to 73
percent of GDP in 2023-25, but The Gam-
bia will remain at high risk of debt distress.
Overall, fiscal risks will remain high – from
SOEs contingent liabilities, the end of the
debt-service deferrals negotiated with
some creditors in 2024, and climatic and
other external price shocks – unless further
structural reforms are adopted.

TABLE 2 The Gambia / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 0.6 4.3 4.3 5.0 5.5 5.8

Private Consumption -1.0 3.5 3.3 4.0 4.1 4.1
Government Consumption 20.1 -7.9 2.6 3.5 3.6 3.6
Gross Fixed Capital Investment 26.7 22.2 18.0 15.5 10.8 12.2
Exports, Goods and Services -20.0 5.7 -0.4 14.7 16.0 16.0
Imports, Goods and Services 6.0 13.3 10.9 15.0 11.0 11.8

Real GDP growth, at constant factor prices 0.6 4.3 4.3 5.0 5.5 5.8
Agriculture 11.0 4.7 6.9 7.0 5.3 5.1
Industry 8.2 10.4 6.1 6.6 6.4 6.1
Services -5.1 2.1 2.7 3.6 5.2 6.1

Inflation (Consumer Price Index) 5.9 7.4 11.5 11.1 8.4 6.1
Current Account Balance (% of GDP) -3.7 -8.0 -14.6 -12.2 -10.0 -8.7

Fiscal Balance (% of GDP) -2.2 -4.6 -4.8 -3.2 -2.0 -1.0
Revenues (% of GDP) 22.7 16.8 17.8 19.2 19.5 20.6
Debt (% of GDP) 85.1 83.8 83.9 77.7 73.6 66.8
Primary Balance (% of GDP) 1.0 -1.6 -2.8 -1.0 0.9 1.5

International poverty rate ($2.15 in 2017 PPP)a,b 17.3 18.4 20.3 21.9 22.0 21.9

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 47.0 48.6 51.2 52.7 52.7 52.6

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 80.6 81.9 84.1 84.9 85.0 84.6

GHG emissions growth (mtCO2e) 5.9 4.3 3.2 2.9 2.9 2.8
Energy related GHG emissions (% of total) 20.1 20.4 20.9 21.5 22.0 22.6

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2020-IHS. Actual data: 2020. Nowcast: 2021-2022. Forecasts are from 2023 to 2025.
b/ Projection based on microsimulation model that accounts for differences in sectoral growth, food and nonfood inflation.
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GHANA
Table 1 2022
Population, million 33.5

GDP, current US$ billion 72.8

GDP per capita, current US$ 2175.5

International poverty rate ($2.15)a 25.2

Lower middle-income poverty rate ($3.65)a 48.8

Upper middle-income poverty rate ($6.85)a 78.5

Gini indexa 43.5

School enrollment, primary (% gross)b 103.4

Life expectancy at birth, yearsb 64.1

Total GHG emissions (mtCO2e) 19.9

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2016), 2017 PPPs.
b/ Most recent WDI value (2020).

Ghana is in a deep macroeconomic crisis.

Public debt is being restructured to re-

store fiscal and debt sustainability,

growth has slowed down considerably, in-

flation is exceptionally high, the cedi has

weakened significantly and banking sec-

tor vulnerabilities have magnified. Pover-

ty reduction is believed to have slowed.

Key conditions and
challenges

Ghana is in a deep macroeconomic
crisis. Since the onset of COVID-19,
Ghana has experienced a growth slow-
down and worsening macroeconomic
imbalances that have now reached cri-
sis proportions. Pre-existing vulnera-
bilities (large fiscal deficits and exter-
nal financing needs, significant energy
and financial sector costs) were com-
pounded by the COVID-19 shock, re-
sulting in loss of access to the inter-
national capital market and, by late
2022, unsustainable public debt bur-
dens. Meanwhile monetary financing
of the deficits compounded inflation-
ary pressures from currency deprecia-
tion, as the cedi lost over 40 percent
of its value against the USD.
The authorities have sought IMF support
and reached a staff-level agreement (SLA)
in December 2022. Ghana is seeking a
three-year arrangement under the Extend-
ed Credit Facility (ECF) of about US$3
billion. With a view to restoring public
debt sustainability, the authorities have
announced a comprehensive debt restruc-
turing, implemented a moratorium on ex-
ternal official bilateral and commercial
debt repayments, requested debt treat-
ment under the G20 Common Frame-
work, and committed to an ambitious fis-
cal consolidation plan. They completed a
domestic debt exchange (DDE) program
in February 2023.

Recent developments

GDP growth is estimated to have slowed to
3.2 percent in 2022, down from 5.4 percent in
2021. Growth declined to 3.5 percent year-
on-year over 2022Q1-Q3. The slowdown af-
fected mostly the non-extractive sectors, as
the recovery in gold exports supported ex-
tractives growth. Agriculture slowed to 4.4
percent and services to 4.7 percent, from 8.7
percent and 10 percent, respectively, in
2021Q1-Q3. High inflation and interest
rates depressed private consumption and
investment. Government demand was
weakened by lack of access to capital mar-
kets and high debt service obligations.
The 2022 fiscal deficit was well above tar-
get. The overall fiscal deficit (on a cash ba-
sis) reached 9.9 percent of GDP against a
target of 6.7 percent. The primary deficit
reached 2.8 percent of GDP, well above the
0.5 percent target. The slippage was mostly
on the expenditure side: total expenditure
reached 25.6 percent of GDP, against a 20.4
percent target driven by higher compensa-
tions of employees, interest payments and
higher project loan disbursements (impact-
ed by the cedi depreciations).
Inflation accelerated throughout theyear. In
2022,averageCPI inflation was 31.9percent,
(up from 10 percent in 2021), and reached
54.1 percent in December (y-o-y). The Bank
of Ghana (BOG) responded by increasing
the monetary policy rate from 14.5 to 28 per-
cent over the year. However, these efforts
were undermined by the government’s ex-
tensive use of its overdraft facility with BOG
(estimatedat6.7percentofGDPin2022).

FIGURE 1 Ghana / Real GDP growth and contributions to
real GDP growth
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FIGURE 2 Ghana / Actual and projected poverty rates and
real GDP per capita
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The balance of payments recorded a large
deficit in 2022, despite improvements in
the current account. The current account
deficit narrowed due to a higher trade sur-
plus driven by oil exports receipts. How-
ever, significant portfolio reversals and re-
duced FDI led to a capital outflow of 3 per-
cent of GDP. Overall, the balance of pay-
ments recorded a deficit of 5 percent of
GDP, from a surplus of 1.9 percent in 2021.
As a result, international reserves fell to
US$5.6 billion (2.5 months of import) in
December 2022 from US$9.1 billion (4.2
months of import) a year earlier; while use-
able reserves fell to less than 1 month of
import cover. After remaining stable in
2021, the Cedi lost over 40 percent of its
value against the US dollar in 2022.
Banking sector vulnerabilities have in-
creased as a result of the cedi depreciation
and the impact of the DDE. The bank-wide
capital adequacy ratio (CAR) stood at 16.6
percent in December 2022, above the regula-
tory minimum of 13 percent, but down from
19.6 percent in December 2021 reflecting
rapid growth in risk-weighted assets. Im-
plementation of the DDE will impact
Ghana’s financial sector due to the heavy
exposure of banks, insurance companies
and pension funds to government debt. It is

estimated that 42.1 percent of government
domestic debt is held by these entities.
Poverty reduction slowed. The “interna-
tional poverty” rate is estimated at 20.5 per-
cent in 2022. Currency depreciation, in-
creased price of electricity and water, and an
increase in the VAT have driven up the cost
of living, particularly for food. This places
considerable strain on household budgets,
especially for the poor who devote more
than half of their budget to food. Rural farm-
ers were also affected by increases in the
prices of fertilizer and other inputs.

Outlook

Growth is expected to decelerate further
in 2023 as macroeconomic weaknesses and
contractionary fiscal and monetary policies
dampen aggregate demand. Growth is ex-
pected to slow further to 1.6 percent in
2023 and remain muted in 2024, before re-
turning toward its potential. Non extrac-
tives growth is expected to be low com-
pared to the COVID-19 pandemic and 2014
crisis periods, with agriculture affected by
high input prices and a disease affecting
cocoa trees. Extractives growth is expected

to be robust thanks to new gold mines and
a recovery in small-scale mining. Going
forward, the authorities will need to com-
plement their incipient macroeconomic
stability program with growth-enhancing
structural reforms such as improving the
business environment and promoting ex-
port competitiveness, transitioning to the
digital economy to boost productivity, and
investing in resilient public infrastructure
to adapt to the impact of climate change.
The outlook is challenging. Risks to the
outlook include delays in external debt re-
structuring and the IMF program, in-
creased financial sector vulnerabilities,
and the realization of contingent energy
sector liabilities.
International poverty is projected to de-
cline slowly from 20.5 to 19.5 percent by
2025, consistent with a muted outlook on
growth for the country and high inflation.
In the shorter term, poverty is expected
to increase slightly, due to the cumulative
effects of increases in electricity and wa-
ter tariffs, rising food prices and an in-
crease in VAT. The revised electricity tar-
iffs could be less regressive and reduce
poverty if a portion of the increased rev-
enues were targeted to the poor in the
form of cash transfers.

TABLE 2 Ghana / 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 5.4 3.2 1.6 2.9 4.8

Private Consumption -1.0 0.8 3.2 1.2 2.6 5.3
Government Consumption 10.1 82.1 -6.2 -4.8 13.0 2.0
Gross Fixed Capital Investment 1.8 5.8 15.0 10.0 3.8 10.1
Exports, Goods and Services -50.7 69.1 9.4 13.1 13.3 14.7
Imports, Goods and Services -54.5 113.8 13.0 15.1 14.8 16.3

Real GDP growth, at constant factor prices 0.8 5.3 3.1 1.5 2.9 4.9
Agriculture 7.3 8.4 0.4 1.0 2.3 4.4
Industry -2.5 -0.8 5.7 2.9 4.2 5.3
Services 0.7 9.4 2.3 0.6 2.1 4.9

Inflation (Consumer Price Index) 10.4 10.0 31.5 45.4 22.2 11.5

Current Account Balance (% of GDP) -3.2 -3.7 -2.3 -2.9 -1.9 2.4
Net Foreign Direct Investment Inflow (% of GDP) 1.6 2.0 2.0 2.1 2.8 3.3

Fiscal Balance (% of GDP)a -14.7 -11.4 -9.9 -6.4 -8.8 -7.5
Revenues (% of GDP) 14.1 15.3 15.6 17.3 17.8 18.3

Debt (% of GDP)a,b 74.4 76.6 89.1 94.7 90.8 89.7

Primary Balance (% of GDP)a -8.4 -4.1 -2.8 0.0 0.5 1.0

International poverty rate ($2.15 in 2017 PPP)c,d 21.8 20.9 20.5 20.6 20.3 19.5

Lower middle-income poverty rate ($3.65 in 2017 PPP)c,d 43.0 41.5 41.0 41.1 40.7 39.8

Upper middle-income poverty rate ($6.85 in 2017 PPP)c,d 74.0 72.9 72.3 72.4 72.1 71.1

GHG emissions growth (mtCO2e) 24.6 13.3 10.5 10.7 12.7 13.0
Energy related GHG emissions (% of total) 136.5 126.7 118.3 111.8 105.5 100.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Fiscal and debt forecasts do not factor in the impact of the ongoing Debt Restructuring (DR) as the process is yet to conclude.
b/ Starting from 2022, public debt numbers include, in addition to central government debt, explicitly guaranteed (and certain implicitly guaranteed) SOE debt, cocobills issued
by Cocobod, and reconciled domestic arrears to suppliers.
c/ Calculations based on 2016-GLSS-VII. Actual data: 2016. Nowcast: 2017-2022. Forecasts are from 2023 to 2025.
d/ Projection using neutral distribution (2016) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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GUINEA
Table 1 2022
Population, million 13.9

GDP, current US$ billion 21.1

GDP per capita, current US$ 1519.6

International poverty rate ($2.15)a 13.8

Lower middle-income poverty rate ($3.65)a 46.6

Upper middle-income poverty rate ($6.85)a 86.8

Gini indexa 29.6

School enrollment, primary (% gross)b 100.8

Life expectancy at birth, yearsb 59.3

Total GHG emissions (mtCO2e) 45.7

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

Mining and the recovery of non-mining

activity will boost growth to 5.6 percent

in 2023, but poverty rates will increase,

and the fiscal deficit widen to 2.6 percent

of GDP as capital spending rises. Min-

ing-related FDI sustains current account

deficits and medium-term growth. Down-

side risks include delays to the political

transition and structural reforms. Ex-

treme poverty will decline in 2024, as

food prices moderate and agricultural and

service growth strengthens.

Key conditions and
challenges

Growth was robust over 2018-22, averag-
ing 5.2 percent (2.6 percent per capita) dri-
ven by the mining sector (bauxite, gold),
and supported low fiscal deficits (1.5 per-
cent on average). However, weak mining
sector linkages to the rest of the economy,
including through employment, mean eco-
nomic growth does not translate into pro-
portional poverty reduction and shared
prosperity. The national poverty rate de-
clined from 48.5 percent in 2014, to 43.7
percent in 2018-19, equivalent to a growth
elasticity of poverty of only 0.47. Annu-
alized consumption growth of the bottom
40 percent of the population was negative,
suggesting that growth was not pro-poor;
about 32 percent of the population suf-
fered deprivation in access to education,
health, and basic infrastructure in 2018. A
rapid phone survey in September-October
2022 reported 9 percent of households be-
ing unable to access medicines when need-
ed, due to scarcity following the onset of
Russia’s invasion of Ukraine.
Guinea’s exports are concentrated in a few
products (bauxite and gold), exposing cur-
rent and fiscal accounts to commodity
price volatility. The recent mining boom
and high inflation affect the competitive-
ness of other sectors, through a real ap-
preciation of the local currency, hampering
economic diversification. Guinea has low
human capital levels, weak institutional
capacity, and widespread gender gaps in

education, earnings, agricultural produc-
tivity, and political representation.
Challenges and risks are substantial. Ma-
jor structural constraints include weak
tax revenue mobilization, an underdevel-
oped financial sector, and large infra-
structure gaps. Recent progress through
digitalizing economic and government
transactions has expanded mobile finan-
cial accounts, helped bolster economic
activity during the pandemic, and
streamlined tax collection; yet further
digital expansion and structural reforms
are needed to spur diversification and
inclusive growth. Guinea is at moderate
risk of external debt distress with some
space to absorb shocks and must main-
tain prudent borrowing that maximizes
concessional financing.

Recent developments

Growth accelerated to 4.7 percent in 2022
(2.2 percent per capita) due to a strong
mining sector, largely unaffected by the
war in Ukraine, while non-mining recov-
ery was slowed by global fuel and fertilizer
price shocks and domestic political insta-
bility. External price pressures were par-
tially offset by the Guinean franc appreci-
ation vis-à-vis the US dollar, the govern-
ment’s repayment of central bank ad-
vances earlier in the year, and general non-
reliance on central bank financing. Infla-
tion persisted but decelerated from 12.6
percent in 2021 to 12.1 percent in 2022. Ex-
treme poverty incidence is estimated at
15.8 percent in 2022, up 0.7 percentage

FIGURE 1 Guinea / Debt, fiscal deficit, inflation
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FIGURE 2 Guinea / Actual and projected poverty rates and
real GDP per capita
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points from 2021, as the rapid phone
survey indicated that 94 percent of the
poorest 40 percent reported being wor-
ried about not having enough food (up
from 91 percent during the early months
of the pandemic).
The fiscal deficit (including grants) nar-
rowed to 0.9 percent of GDP in 2022, from
1.8 percent in 2021, reflecting a decline in
current expenditures and energy subsidies
that outweighed an increase in capital ex-
penditures. Tax revenues fell a percentage
point to 11 percent of GDP, due to weak
tax administration and low mining rev-
enue relative to the sector’s value-added.
Subsidies (electricity and petrol) remained
high, at 4 percent of GDP, due to low elec-
tricity tariffs and higher hydropower gen-
eration, though petrol pump prices were
increased mid-year. Debt-to-GDP de-
creased from 40.4 percent in 2021, to 35.2
percent in 2022, due to repayment of do-
mestic bonds and securitized debts. The
current account deficit deteriorated from
2.1 percent of GDP in 2021, to 7.1 percent
in 2022, due to a smaller trade surplus.
Mining-related FDI, the main source of ex-
ternal financing, remained stable at 10.5
percent of GDP in 2022. Estimated interna-
tional reserves declined slightly in 2022, to

2.5 months of import coverage, while the
currency appreciated in real terms.

Outlook

Mining-related (foreign direct) invest-
ment will continue to drive growth and
as non-mining sectors recover, growth is
projected to accelerate to 5.7 percent on
average in 2024–2025, still below poten-
tial of around 5.7 percent. Commensu-
rately, extreme poverty, estimated at 15.8
percent in 2023, is projected to decline
to 14.6 percent in 2025 as agriculture
recovers and inflation eases. Given the
limited poverty impact of mining-driven
growth, redistribution mechanisms from
the mining sector to vulnerable popula-
tions and more generalized productivity
gains in other sectors will be required
for inclusive growth. Public investments
to improve roads, agricultural productiv-
ity, human capital, and urban and lo-
cal development could support non-min-
ing growth. Better provisioning of fer-
tilizer could further improve agricultural
productivity, though higher prices may
dampen earnings. Poor quality transport

infrastructure is likely to keep food
prices high, reducing household purchas-
ing power and thereby undermining
poverty reduction.
The current account deficit is projected to
improve to 6.6 percent of GDP in 2023 and
to an average 3.1 percent in 2024-2025, re-
flecting an increasing mining-related trade
surplus that outweighs net outflows for
non-factor services and transfers and high-
er imports of intermediate goods and food.
The fiscal deficit is expected to increase in
2023 to 2.6 percent of GDP, due to in-
creased capital spending. But fiscal space
would be rebuilt as recent tax administra-
tion reforms, including digitalized tax dec-
larations and payments, start bearing fruit.
Inflation is expected to remain high yet to
decline gradually to 10 percent in 2023,
and average 9 percent in 2024-2025.
Risks are tilted to the downside. Political
transition uncertainties, following the
coup d’état in 2021, could slow imple-
mentation of reforms to strengthen gov-
ernance and financial performance of the
public electricity utility, potentially reduc-
ing private investment and slowing social
spending. On the upside, mining-related
FDI inflows could increase, reflecting
planned new projects.

TABLE 2 Guinea / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 4.9 4.3 4.7 5.6 5.8 5.6

Private Consumption -2.4 0.6 7.6 1.0 4.7 4.7
Government Consumption 4.4 16.8 -22.4 19.2 22.1 6.7
Gross Fixed Capital Investment 4.8 3.1 16.1 20.6 18.1 27.9
Exports, Goods and Services 77.0 10.8 14.8 18.3 15.6 15.6
Imports, Goods and Services 57.0 3.8 16.7 20.2 20.3 20.3

Real GDP growth, at constant factor prices 4.0 4.3 4.7 5.6 5.8 5.6
Agriculture -1.1 3.9 3.1 4.0 5.0 5.0
Industry 11.3 4.9 8.6 7.7 6.9 5.9
Services 1.4 4.0 2.4 4.6 5.2 5.6

Inflation (Consumer Price Index) 10.6 12.6 12.1 10.0 9.0 8.7

Current Account Balance (% of GDP) -10.7 -2.1 -7.1 -6.7 -3.9 -2.3
Net Foreign Direct Investment Inflow (% of GDP) 10.7 10.5 10.5 9.3 8.9 9.8

Fiscal Balance (% of GDP) -3.2 -1.8 -0.9 -2.6 -2.5 -2.2
Revenues (% of GDP) 14.0 13.5 12.5 13.0 14.0 14.8
Debt (% of GDP) 47.1 40.4 35.2 35.7 36.6 36.2
Primary Balance (% of GDP) -2.3 -0.7 -0.1 -1.5 -1.5 -1.3

International poverty rate ($2.15 in 2017 PPP)a,b 13.4 15.1 15.8 15.8 15.5 14.6

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 47.3 50.8 52.6 52.5 51.6 50.0

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 87.2 88.8 90.0 89.8 89.3 88.4

GHG emissions growth (mtCO2e) 4.0 4.3 3.8 3.7 3.7 3.7
Energy related GHG emissions (% of total) 9.9 10.0 10.2 10.4 10.7 11.0

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 2018-EHCVM. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection based on microsimulation model that accounts for differences in sectoral growth, food and nonfood inflation.

MPO Apr 23245



GUINEA-BISSAU
Table 1 2022
Population, million 2.1

GDP, current US$ billion 2.0

GDP per capita, current US$ 936.6

International poverty rate ($2.15)a 21.7

Lower middle-income poverty rate ($3.65)a 56.8

Upper middle-income poverty rate ($6.85)a 87.2

Gini indexa 34.8

School enrollment, primary (% gross)b 118.7

Life expectancy at birth, yearsb 60.0

Total GHG emissions (mtCO2e) 4.4

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2018), 2017 PPPs.
b/ WDI for School enrollment (2010); Life expectancy
(2020).

Poor cashew exports and high inflation

slowed growth to 3.5 percent in 2022,

causing the pace of poverty to increase.

Salary overspending, energy costs and

lower tax revenues limited fiscal consoli-

dation as debt levels increased. Medium-

term growth may improve as infrastruc-

ture investments come online, but the

outlook is subject to downside risks from

continued inflationary pressures, shocks

to the cashew sector, political instability,

fiscal risks, and climatic shocks.

Key conditions and
challenges

Exports of raw cashew nuts, which account
for 90 percent of merchandise exports, de-
termine economic performance. Cashew
production is dispersed among smallholder
farmers, whose income supports overall
economic activity. Poverty remains wide-
spread, with high levels of inequality and
increasing rural-urban disparities. Human
development indicators remain among the
lowest in the world, and low access to basic
services contributes to exclusion and mar-
ginalization. Despite a gradual recovery of
the economy post-pandemic, rising food
and fuel prices stemming from Russia’s in-
vasion of Ukraine are a concern, especially
for the poor who spend nearly 60 percent of
their income on food.
Guinea-Bissau lacks the enabling environ-
ment for private sector-led growth due to
poor infrastructure, low levels of human
capital, and poor public services. This situ-
ation is compounded by strong elite com-
petition for rents and weak public admin-
istration. Access to credit is limited, and
the functioning of markets is undermined
by the absence of public investments in ba-
sic economic services and public goods. In-
frastructure is in a poor state, but there
have been recent investments to improve
this, mostly donor financed.
Political economic factors limit the trans-
parency of the SOE sector in Guinea-Bis-
sau. This is especially the case with the
national utility company EAGB, which

accrued substantial public debt through
government guaranteed letters of credit,
worth 0.7 percent of GDP, to cover ar-
rears in the energy sector. A lack of trans-
parency in the SOEs makes identifying
contingent liabilities difficult, which in-
creases the fiscal risk in a country with
very little debt absorption capacity for
additional shocks. High non-performing
loans continue to make the banking sector
another possible contingent liability.

Recent developments

Economic activity slowed to 3.5 percent in
2022 (1.3 percent in per capita terms) from
6.4 percent in 2021. On the supply side,
growth was driven by agriculture and gov-
ernment infrastructure investment stimu-
lated the construction sector. On the de-
mand side, inflationary pressures caused
private consumption growth to decelerate.
Inflation reached 7.8 percent (y/y) in 2022,
driven by food and energy inflation as a
spillover from the war in Ukraine, after
reaching 3.3 percent (y/y) in 2021. This fol-
lowed an average of 1 percent between
2015 and 2020.
A cashew campaign marred by problems,
including shipping and fuel shortages af-
fecting domestic haulage, and low interna-
tional demand, meant exports reached just
177 thousand tons in December, from an
overall production of 235 thousand tons.
Combined with an increase in oil and food
import prices, the current account deficit
(CAD) widened to 8.5 percent in 2022,
from 3.1 percent in 2021.

FIGURE 1 Guinea-Bissau / Evolution of main
macroeconomic indicators
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FIGURE 2 Guinea-Bissau / Actual and projected poverty
rates and real GDP per capita
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The fiscal deficit (including grants) fell only
marginally, from 5.5 percent to 5.2 percent
of GDP, slowed by low cashew exports
translating into less revenue, and an over-
spend on salaries in the first half of the year,
the realization of liabilities to EAGB, and
road infrastructure investments, which in-
creased debt to 80.2 percent of GDP.
To counter inflation across WAEMU
countries, the Central Bank of West
African States (BCEAO) raised policy in-
terest rates by a cumulative 75 basis
points in 2022 (to 2.75 percent for liq-
uidity calls and 4.75 percent for the mar-
ginal lending facility). BCEAO will likely
need to continue tightening in 2023 in
line with other major central banks, and
as foreign exchange reserves decline, and
inflation remains well above the target
range of 1-3 percent. Furthermore, de-
laying fiscal adjustments towards the re-
gional fiscal deficit target of below 3 per-
cent of GDP by 2025 could exacerbate
debt sustainability risks in some coun-
tries, while increasing regional financing
needs, reducing FX reserve buffers, and
elevating inflationary risks.

Using the international poverty line of
$2.15 (in 2017 PPPs), poverty increased to
21.9 percent in 2022, up from 20.4 percent
in 2021. The sharp increase in poverty
(1.4pp increase in 2022; compared to a
3.4pp decline in 2021) is partly due to
weaker growth in per capita GDP, high
food prices and low cashew prices.

Outlook

Real GDP growth is projected to be 4.5
percent over the medium term (2.3 per-
cent per capita), due to higher forecasted
cashew production and prices, and as
road and energy infrastructure invest-
ments come online. Inflation is expected
to decelerate to reach 2 percent by 2025,
as the spillover from the war in Ukraine
dissipates. The outlook is subject to sub-
stantial downside risks stemming from
political instability, climate shocks, uncer-
tainty surrounding the fiscal consolida-
tion, notably from EAGB, and non-per-
forming loans in the financial sector.

The CAD will improve to 2.2 percent of
GDP in 2023 as inflationary pressure eases
and cashew exports increase. External fi-
nancing needs will continue to be met by
concessional loans and an IMF program
crowding in grants.
The authorities are committed to an am-
bitious medium-term fiscal consolidation,
which includes enhanced management of
fiscal risks, notably from SOEs, revenue
mobilization, and control of the wage bill.
The fiscal deficit is projected to decline to
3.3 percent by 2025 with the public debt-to-
GDP ratio expected to fall to 69.8 percent,
as the government’s fiscal consolidation
efforts bear fruit.
The poverty rate is expected to decline in
line with higher agricultural growth and
lower inflation, falling by 1.3pp in 2023
to 20.6 percent and reaching 18.3 percent
by 2025. Rising food prices will remain
a concern, especially for the poor. Ongo-
ing reforms, and price controls on basic
food items (rice, sugar, and wheat flour),
are expected to partly cushion the nega-
tive distributional effects of inflation, but
raise fiscal risks.

TABLE 2 Guinea-Bissau / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 1.5 6.4 3.5 4.5 4.5 4.5

Private Consumption -9.6 9.2 5.0 2.5 2.5 2.5
Government Consumption 10.1 10.8 16.6 9.3 -2.6 12.2
Gross Fixed Capital Investment 1.5 2.3 11.3 -2.1 18.4 4.5
Exports, Goods and Services -12.4 13.0 -20.0 32.8 7.0 7.0
Imports, Goods and Services -15.5 7.4 9.5 8.5 6.2 6.2

Real GDP growth, at constant factor prices 1.5 6.4 3.5 4.5 4.5 4.5
Agriculture 3.2 5.4 5.4 5.1 5.1 5.1
Industry 1.1 5.6 7.1 4.4 4.4 4.4
Services 0.4 7.5 1.0 4.0 4.0 4.0

Inflation (Consumer Price Index) 1.5 3.3 7.8 5.0 3.0 2.0
Current Account Balance (% of GDP) -2.5 -3.1 -8.5 -2.2 -3.0 -3.9

Fiscal Balance (% of GDP) -8.8 -5.5 -5.2 -4.2 -3.9 -3.3
Revenues (% of GDP) 14.0 19.0 18.2 19.4 18.0 18.0
Debt (% of GDP) 69.8 76.9 80.2 78.1 73.1 69.8
Primary Balance (% of GDP) -7.3 -4.0 -3.7 -2.0 -1.9 -1.5

International poverty rate ($2.15 in 2017 PPP)a,b 23.8 20.4 21.9 20.6 19.9 18.3

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 57.9 55.3 57.1 55.1 53.8 51.0

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 87.0 86.4 86.9 85.8 84.7 82.2

GHG emissions growth (mtCO2e) 1.1 1.2 1.1 1.2 1.1 1.2
Energy related GHG emissions (% of total) 8.0 8.2 8.5 8.7 9.0 9.3

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2018-EHCVM. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2018) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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KENYA
Table 1 2022
Population, million 54.0

GDP, current US$ billion 115.7

GDP per capita, current US$ 2141.0

International poverty rate ($2.15)a 29.4

Lower middle-income poverty rate ($3.65)a 59.6

Upper middle-income poverty rate ($6.85)a 85.7

Gini indexa 40.8

School enrollment, primary (% gross)b 77.3

Life expectancy at birth, yearsb 62.7

Total GHG emissions (mtCO2e) 89.2

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2015), 2017 PPPs.
b/ Most recent WDI value (2020).

Kenya’s recovery remains strong despite

multiple shocks, but high inflation and

prolonged drought slowed down poverty

reduction. Growth is projected to remain

above pre-covid average. Fiscal consolida-

tion to address emerging fiscal and debt

risks while safeguarding social spending

remains a top priority to address fiscal,

external, and social challenges facing

Kenya. The private sector is prioritized

to play a bigger role in the economy

coupled with investment in climate-

smart agriculture.

Key conditions and
challenges

Kenya has demonstrated an impressive
record of economic growth and resilience
in the past but increasingly faces looming
challenges. Decades of public-investment-
led growth led to rapid debt accumulation
that cannot be sustained. The economy’s
strong post-pandemic recovery is not gen-
erating enough jobs to sustain and accel-
erate poverty reduction. The private sector
faces major challenges from a weak busi-
ness environment. FDI is low. Climate
shocks disrupt output and threaten liveli-
hoods. Building resilience will require
large investments, e.g., in climate-smart
agriculture. The successive shocks from
the global pandemic, regional drought,
commodity price volatility, and tightening
of credit markets have both exposed and
exacerbated underlying vulnerabilities in
the Kenyan economy.
Making GDP growth more inclusive is
Kenya’s top priority. Economic growth of
the past two decades improved living stan-
dards and reduced poverty from 36.7 per-
cent in 2005 to 27.2 percent in 2019 (based
on $2.15 a day poverty). The COVID-19
pandemic, however, sharply increased
poverty in urban areas, and the post-pan-
demic recovery was interrupted by a se-
vere drought across many parts of Kenya
and a spike in food prices. Kenya faces per-
sistent regional differences in the incidence
of poverty. The share of workforce in non-
farm wage jobs remains at 30 percent.

Kenya will see its largest ever youth co-
horts joining the workforce over the next
decade. Translating this into a demograph-
ic dividend through earning opportunities
and sustained structural transformation is
a key priority for Kenya.
Shifting towards more sustainable and
inclusive growth requires transforming
the government’s role in the economy to
enable the private sector to expand and
create jobs. Weak regulatory and busi-
ness conditions hamper the private sec-
tor’s potential. The economy faces mar-
ket distortions, a lack of level-playing
field in many sectors, and inefficient
SOEs. Small enterprises lack access to fi-
nance and further limit the private sec-
tor’s contribution to growth.

Recent developments

Kenya’s recovery remained strong despite
domestic political uncertainty in the run
up to the August 2022 elections, downturn
in the international financial cycle, and
global commodity shocks. Real GDP grew
by an estimated 5.0 percent in 2022, driven
by increases in services and industry
(Table 2) and underpinned by a pickup in
private sector credit, improved investor
confidence, high international prices for
Kenya’s commodity exports, and a recov-
ery in tourism. Agricultural output, how-
ever, continued to contract amid one of the
most severe droughts on record. High fre-
quency monitoring of households shows
a rise in food insecurity, most severely in
rural and Arid and Semi-arid Lands

FIGURE 1 Kenya / GDP growth and contributions to real
GDP growth
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FIGURE 2 Kenya / Actual and projected poverty rates and
real private consumption per capita
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(ASAL) as farmers plant fewer crops and
the prices of agricultural inputs rise.
Increased exports of tea, manufactures,
tourism, and transport services con-
tributed to reducing the current account
deficit to 4.9 percent of GDP in 2022.
Kenya’s foreign exchange reserves, howev-
er, declined to around four months of im-
ports cover as global financing conditions
reduced net inflows in the capital and fi-
nancial accounts.
International commodity price shocks
and the prolonged regional drought
pushed the inflation rate above the Cen-
tral Bank of Kenya’s (CBK) upper bound
of 7.5 percent in 2022 leading CBK to
increase the policy rate by a cumulative
175 basis points between May and No-
vember 2022. It retained the rate at 8.75
percent in January 2023. Inflation peaked
at the end of 2022, declining marginally
to 9.2 percent in February 2023 as food
price inflation subsided.
The newly elected government has main-
tained the pace of fiscal consolidation in
FY2022/23. Strong growth in revenue, ra-
tionalization of non-priority spending,
and unwinding of subsidies have created
fiscal space and enabled the government
to safeguard social spending. The revised

fiscal deficit for FY2022/23 is estimated at
5.7 percent of GDP, lower than 6.2 per-
cent budgeted earlier.

Outlook

Real GDP is projected to grow at 5.2 per-
cent on average in 2023–25, increasingly
driven by the private sector. Improved in-
vestor confidence and credit to the private
sector—helped by reduced domestic bor-
rowing by the government—will be key
drivers of private investment and GDP
growth in the medium term. The contin-
ued rebound in tourism exports and remit-
tances, along with a stabilization of com-
modity prices, will maintain the current
account deficit in a range of 5.0 to 5.5 per-
cent of GDP. The outlook also assumes an
end to the drought.
This outlook assumes continued govern-
ment commitment to the multi-year fiscal
consolidation leading to a primary fiscal
surplus and positive public savings in
FY2024/25 (Table 2). The government pro-
jects revenue growth from rationalizing tax
exemptions and broadening of the tax base
while strengthening tax administration and

compliance. Controls on government re-
cruitment, remuneration and benefits and
a push for strengthening of public invest-
ment management and procurement will
constrain expenditure growth.
Real per capita incomes are expected to
grow, and poverty is expected to resume
its pre-pandemic downward trend, declin-
ing by around half a percentage point each
year. The $2.15 poverty rate is expected to
fall from 26.6 percent in 2022 to 26.0 per-
cent in 2023, below its pre-crisis level of
27.2 percent (2019).
The outlook is subject to elevated uncer-
tainty. Lower than anticipated growth in
Europe could undercut ongoing recov-
ery in exports, tourism, and remittances.
There are also risks from further tight-
ening of financial conditions if infla-
tion in advanced economies remains el-
evated. Spending pressures (e.g., if con-
sumption subsidies are reintroduced)
and failure to achieve fiscal consoli-
dation would exacerbate Kenya’s debt
vulnerabilities. Upside risks are mostly
linked to faster-than-expected normal-
ization in global financing conditions
and lower international fuel and food
prices, which would strengthen Kenya’s
external balances.

TABLE 2 Kenya / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -0.3 7.5 5.2 5.0 5.2 5.3

Private Consumption -2.5 6.2 5.2 5.0 5.1 5.1
Government Consumption 3.0 5.7 4.9 4.8 4.1 3.9
Gross Fixed Capital Investment 2.5 10.9 7.0 7.7 8.4 8.8
Exports, Goods and Services -8.8 12.9 10.3 7.4 7.8 7.6
Imports, Goods and Services -9.2 18.9 9.0 8.3 8.3 8.1

Real GDP growth, at constant factor prices 0.4 7.1 5.2 5.0 5.2 5.3
Agriculture 4.6 -0.2 -1.6 3.8 4.2 4.2
Industry 3.3 7.2 4.7 4.9 5.1 5.3
Services -1.8 9.5 7.5 5.4 5.6 5.7

Inflation (Consumer Price Index) 5.3 6.1 7.6 7.8 5.8 5.5

Current Account Balance (% of GDP) -4.8 -5.5 -4.9 -5.0 -5.5 -5.5
Net Foreign Direct Investment Inflow (% of GDP) 0.5 0.0 0.5 0.8 0.9 0.9

Fiscal Balance (% of GDP) -7.8 -7.2 -6.0 -5.1 -4.2 -3.8
Revenues (% of GDP) 16.3 16.8 17.6 17.8 18.1 18.1
Debt (% of GDP) 66.0 67.9 66.1 63.5 60.9 58.2
Primary Balance (% of GDP) -3.9 -2.6 -1.4 -0.5 0.1 0.4

International poverty rate ($2.15 in 2017 PPP)a,b 28.1 27.2 26.6 26.0 25.4 24.9

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 58.4 57.6 56.9 56.4 55.8 55.3

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 84.0 82.8 81.9 81.2 80.3 79.5

GHG emissions growth (mtCO2e) 9.3 7.7 3.2 2.8 3.7 4.3
Energy related GHG emissions (% of total) 32.0 32.7 33.3 34.0 34.6 35.0

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 2013-, 2018-, and 2015-IHBS. Actual data: 2015. Nowcast: 2016-2022. Forecasts are from 2023 to 2025.
b/ Projection using point to point elasticity at regional level with pass-through = 1 based on private consumption per capita in constant LCU.
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LESOTHO
Table 1 2022
Population, million 2.2

GDP, current US$ billion 2.3

GDP per capita, current US$ 1045.9

International poverty rate ($2.15)a 32.4

Lower middle-income poverty rate ($3.65)a 54.7

Upper middle-income poverty rate ($6.85)a 81.0

Gini indexa 44.9

School enrollment, primary (% gross)b 108.4

Life expectancy at birth, yearsb 54.7

Total GHG emissions (mtCO2e) 2.5

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2017), 2017 PPPs.
b/ WDI for School enrollment (2019); Life expectancy
(2020).

Lesotho’s economy expanded by a modest

1.8 percent in 2022 due to domestic politi-

cal uncertainties and external shocks. GDP

growth is projected to accelerate to about

2.3 percent in 2023, driven by the con-

struction sector and public investment.

The outlook is subject to downside risks

emanating from global geopolitical ten-

sions, climate change, and the war in

Ukraine. Poverty is expected to remain at

about 33 percent in the near term, using the

international poverty line.

Key conditions and
challenges

Lesotho’s economy expanded by a modest av-
erageof1.9percentbetween2017and2021due
to increasing pressure on the budget, the
COVID-19 pandemic, growing climate risks,
and political uncertainty. The war in Ukraine
hasexertedpressureonfoodandenergyprices,
leadingtomonetarypolicytighteningandneg-
atively affecting households’ budgets. Due to
Lesotho’stradelinkswithSouthAfrica,several
exporting sectors have been affected by the
weakeconomicperformanceofitsneighbor.
A new government came into power in No-
vember2022.Itskeypriorityistosecureinclu-
sive and sustainable growth by increasing
private sector participation and strengthen-
inggovernanceandinstitutions.
Lesotho continues to face multifaceted so-
cioeconomic challenges. Unemployment
was high even before the pandemic, esti-
mated at 22.5 percent (strict definition) and
38.3 percent in 2019 (expanded definition
to include discouraged job seekers). As a
result, over a third of the population was
estimated to live on less than US$2.15 per
day (2017 PPP) in 2022. Additionally, in-
equality is high by global standards with
the Gini index at 44.9 (2017 data).

Recent developments

Lesotho’s economy grew by 1.8 percent in
2022, following a 1.6 percent rebound in

2021. The main growth drivers were con-
struction, mining, manufacturing, busi-
ness services, and public administration.
The agricultural sector has also con-
tributed positively due to good seasonal
rainfalls and the subsidization of inputs,
leading to increased harvests.
Annual inflation averaged 8.3 percent in
2022 compared with 6 percent in 2021. The
main reasons were the transmission from
higher international food and energy
prices to domestic prices and the hikes in
administered prices domestically. The cur-
rent account deficit widened from 1.4 per-
cent of GDP in 2021 to 2.4 percent in 2022,
primarily due to higher imports of goods
and services, with limited exports growth.
The fiscal deficit deteriorated to 7.5 percent
of GDP in 2022 compared to 4.2 percent
in 2021. The increase in expenditures was
driven by a rise in both recurrent expenses
and capital spending, while revenue de-
clined due to lower Southern African Cus-
toms Union (SACU) receipts. The public
debt stock is estimated to have declined
slightly to 58.6 percent of GDP in 2022,
from 59.1 percent in 2021, mainly due to
the redemption of a 7-year and a 10-year
Treasury bond.
Given the limited recovery in 2022, poverty
remained high, with 34.7 percent of the pop-
ulation estimated to be living on less than
US$2.15 per day (2017 PPP). Other factors –
such as rising food prices and climate
shocks – put additional pressure on vulner-
able households. Despite recent growth in
the agricultural sector, food security re-
mains a challenge, particularly among the
rural population, owing to high rainfall
variability. Estimates suggest that between

FIGURE 1 Lesotho / Real GDP at factor costs
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FIGURE 2 Lesotho / Actual and projected poverty rates and
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October 2022 and March 2023, about
320,000 people (22 percent of the popula-
tion) in rural areas were experiencing a food
security crisis – an increase from 15 percent
between July and September 2022.

Outlook

Real GDP is projected to grow by 2.6 per-
cent in 2023, with a faster expansion of 3.1
percent in 2024 and 3.3 percent in 2025.
Construction and public investment are
projected to drive the country’s economic
expansion, especially the implementation
of Phase II of the Lesotho Highlands Water
Project. The services sector is also ex-
pected to contribute to growth, benefiting
from the positive spillovers from the con-
struction subsector and higher domestic

demand. Furthermore, the diamond in-
dustry is expected to recover on the back
of higher prices and stronger demand
amid declining global supply. The agri-
cultural sector is also expected to con-
tribute modestly to growth depending on
the weather conditions.
The annual inflation rate is expected to
decline gradually, to average 5.6 percent
in the medium term, as food and fuel
prices moderate. The fiscal position is
projected to improve to a surplus of 1.7
percent of GDP in 2023 from a deficit of
7.5 percent of GDP in 2022. This turn-
around is mainly explained by the surge
in SACU revenue, which will increase
by about 40.7 percent between 2022 and
2023. Other tax revenues are also ex-
pected to improve in the medium term
due to more effective tax collection. The
government expects to control the public

sector wage bill (accounting for about
40 percent of total expenditure), while
slightly increasing capital spending. The
public debt-to-GDP ratio is expected to
decline from 59 percent of GDP in 2022
and stabilize at 55.3 percent of GDP in
the medium term. The current account
deficit is expected to widen moderately
in the medium term and average 0.9 per-
cent of GDP due to the anticipated in-
crease in imports of raw materials for the
construction activities associated with the
Lesotho Highlands Water Project.
Poverty rates are expected to decline but
increases in food and energy prices as well
as an uncertain economic environment
may constrain the budgets and livelihoods
of lower-income households. The US$2.15
per day (in 2017 PPP terms) poverty rate is
projected to fall from 34.7 percent in 2022
to 32.6 percent in 2024.

TABLE 2 Lesotho / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -5.6 1.6 1.8 2.6 3.1 3.3

Private Consumption 6.9 -6.7 9.1 3.6 3.6 3.6
Government Consumption 19.7 -5.3 2.4 5.0 1.1 -1.6
Gross Fixed Capital Investment -46.3 1.6 14.8 40.8 42.9 38.0
Exports, Goods and Services -17.2 5.1 36.7 2.2 2.2 2.2
Imports, Goods and Services -0.6 -0.4 22.5 10.3 10.3 10.3

Real GDP growth, at constant factor prices -5.6 1.6 1.8 2.6 3.1 3.3
Agriculture 8.7 -16.0 72.3 2.4 2.4 2.4
Industry -12.2 4.7 36.0 5.0 5.0 5.0
Services -4.4 1.9 -11.9 1.6 2.3 2.7

Inflation (Consumer Price Index) 5.0 6.0 8.3 6.5 5.2 5.0

Current Account Balance (% of GDP) -2.8 -1.4 -2.4 0.7 -1.5 -2.0
Net Foreign Direct Investment Inflow (% of GDP) 1.3 1.2 1.2 1.3 1.3 1.3

Fiscal Balance (% of GDP) 4.2 -4.2 -7.5 1.7 -0.9 0.4
Revenues (% of GDP) 48.3 49.4 39.1 48.7 44.3 42.2
Debt (% of GDP) 51.2 59.1 59.0 56.5 56.5 53.0
Primary Balance (% of GDP) 5.1 -3.2 -6.6 2.4 -0.2 1.1

International poverty rate ($2.15 in 2017 PPP)a,b 35.8 35.2 34.5 33.3 32.1 31.0

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 58.4 58.0 57.0 55.7 54.4 53.2

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 83.6 83.4 82.6 81.7 80.9 79.8

GHG emissions growth (mtCO2e) -2.6 0.8 1.6 1.6 1.6 1.4
Energy related GHG emissions (% of total) 28.4 27.7 27.6 27.7 27.9 28.1

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2017-CMSHBS. Actual data: 2017. Nowcast: 2018-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2017) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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LIBERIA
Table 1 2022
Population, million 5.3

GDP, current US$ billion 4.0

GDP per capita, current US$ 754.5

International poverty rate ($2.15)a 27.6

Lower middle-income poverty rate ($3.65)a 60.6

Upper middle-income poverty rate ($6.85)a 88.9

Gini indexa 35.3

School enrollment, primary (% gross)b 77.5

Life expectancy at birth, yearsb 60.9

Total GHG emissions (mtCO2e) 17.0

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2016), 2017 PPPs.
b/ Most recent WDI value (2020).

Liberia’s economy grew by 4.8 percent

in 2022, following a strong rebound in

2021. Growth is expected to slow to 4.3

percent in 2023, reflecting global slow-

down and uncertainties surrounding

Russia’s invasion of Ukraine and the

2023 elections. The medium-term

macroeconomic outlook nonetheless re-

mains positive. The poverty rate is ex-

pected to decline moderately reaching

33.8 percent by 2025.

Key conditions and
challenges

Liberia is highly vulnerable to both domes-
tic and external shocks. Given its reliance
on commodity exports (mainly iron ore,
gold, and rubber), the economy is exposed
to fluctuations in global commodities
prices. Most Liberians rely on subsistence
agriculture, forestry, and artisanal fisheries
for livelihood in rural areas, and on low-
productivity services (mainly commerce
and transport) in urban areas. In recent
years, the country has made notable
progress on economic management, main-
taining macroeconomic stability through
prudent monetary and fiscal policies.
Growth has rebounded since 2021 after
two consecutive years of contraction and
inflation has been brought down to single
digits from 27 percent in 2019 despite ele-
vated external price pressures.
Low levels of human and physical capital
and overall productivity continue to im-
pede development. For instance, Liberia
has a human capital index of only 0.32, on-
ly 7 percent of the country’s overall road
network is paved, and just about 30 per-
cent of the population has access to elec-
tricity. Investments in human and phys-
ical capital have been prioritized under
the government’s medium-term develop-
ment strategy for 2018-2023, the Pro-Poor
Agenda for Prosperity and Development,
but fiscal space to address these funda-
mental development constraints is limited
by low domestic revenue mobilization

and declining external grants. Boosting
domestic resource mobilization to make
space for investment and fostering an en-
abling business environment for private
investment are among the main policy
challenges that must be addressed.

Recent developments

Liberia’s economy expanded by 4.8 per-
cent in 2022 despite global headwinds
(from the war in Ukraine, high global infla-
tion, and depressed demand in advanced
economies). The expansion was driven by
mining (specifically gold) and a relatively
good agricultural harvest. Growth in the
agricultural sector accelerated to 5.9 per-
cent, from 3.3 percent in 2021, on the back
of increased rice and cassava production.
Thanks to increased gold production, in-
dustrial output grew by 10.4 percent in
2022: while iron ore production remained
stable, gold output surged by 49.1 per-
cent, year-on-year. From 3.0 percent in
2021, services growth slowed to 2.8 per-
cent, reflecting a slowdown in construc-
tion services and hospitality.
Average inflation slowed to 7.6 percent in
2022, down from 7.8 percent in 2021, even as
headline inflation increased from 5.5 per-
cent in December 2021 to 9.2 percent in De-
cember 2022. Food prices declined by 1.6
percent thanks to relatively good agricul-
ture harvests, whereas non-food inflation
reached 10.6 percent, primarily due to ener-
gy prices. The Central Bank of Liberia kept
reserve requirements unchanged in 2022
while maintaining a relatively restrictive

FIGURE 1 Liberia / Real GDP growth and sectoral
contributions to real GDP growth
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FIGURE 2 Liberia / Actual and projected poverty rates and
real private consumption per capita
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monetary policy stance. The policy rate was
held at 20 percent from January to July be-
fore being cut to 15 percent in August as in-
flation remained in single digits. Robust
GDP growth and moderate inflation have
boosted private consumption per capita.
Liberia’s international poverty rate
(US$2.15 person/day PPP) decreased by 0.5
percentage points to 35.5 percent in 2022.
The fiscal position worsened in 2022. The
deficit rose to 5.2 percent of GDP in 2022, up
from 2.4 percent in 2021. This was partly due
to the decline in grants (by 2.9 percentage
points of GDP) and lower-than-expected
royalties from iron ore due to delayed ex-
pansion of the Arcelor Mittal mining pro-
ject. On the expenditure side, grants and
subsidies increased by 0.9 percentage
points of GDP to 3.0 percent. With a debt-to-
GDP ratio of 53.4 Liberia is assessed to be at
moderate risk of external debt distress and
high risk of overall debt distress.
Liberia's current account balance im-
proved in 2022, thanks to booming gold
exports. The current account deficit nar-
rowed to 15.5 percent of GDP, down from
17.8 percent in 2021. Despite robust foreign
direct investment (7.4 percent of GDP in
2022), the financing of the current account
deficit was challenging as project grant dis-
bursements declined (from 5.9 percent of

GDP in 2021 to 4.6 percent of GDP) while
the net disbursement of loans decreased
from 13.9 percent of GDP in 2021 to 2.4
percent of GDP in 2022. Thus, the overall
balance of payment showed a deficit of
1.1 percent of GDP, covered by drawing
from the international reserves which de-
clined to US$644 million (3.5 months of
import cover) in 2022, from $700 million
(4.0 months of import cover) in 2021. The
drawdown of reserves also enabled the
Liberian dollar to appreciate by 8.0 per-
cent against the dollar between 2021 and
2022. Commercial banks were typically in
compliance with prudential capital and
liquidity requirements in 2022. By De-
cember 2022, the share of non-performing
loans (NPL) fell from 22.9 percent to 16.4
percent of all loans.

Outlook

Growth is expected to taper off to 4.3 per-
cent in 2023 before reaching an average
of 5.6 percent over 2024-25 as the country
benefits from tailwinds for mining and
structural reforms in key enabling sectors
such as energy, trade, transportation, and
financial services. Inflation is projected to

increase to 7.8 percent in 2023 and mod-
erate gradually to 5.5 percent by 2025 in
line with global projection of energy and
food prices.
The fiscal deficit is projected to narrow to
4.6 percent of GDP in 2022 and further to
under 4.0 percent in the medium term as
the authorities strengthen expenditure
controls. The 2023 draft budget targets a
decline in the fiscal deficit to 2.6 percent of
GDP. The current account deficit is expect-
ed to hover around 18 percent in the medi-
um term, as import growth remains high,
driven by robust aggregate demand and
persistent high global food and fuel prices.
The poverty rate is expected to stagnate in
2023 and decline moderately in the medi-
um term as economic growth takes off and
inflation moderates.
Besides the fluctuations in commodity
prices, the main risks to the outlook
are uncertainties associated with the 2023
elections. The outlook may be hampered
by fluctuations in prices of major imports
and exports, but election-related spend-
ing pressures could undermine the via-
bility of the current fiscal framework. In
anticipation of the 2023 elections, busi-
nesses might delay investment decisions,
and this could further slow the pace of
economic recovery.

TABLE 2 Liberia / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -3.0 5.0 4.8 4.3 5.5 5.6

Private Consumption 3.8 4.7 3.3 2.1 4.0 4.0
Government Consumption 0.8 0.2 -5.7 -10.7 7.4 9.5
Gross Fixed Capital Investment -5.5 -7.9 9.4 9.8 2.0 -1.0
Exports, Goods and Services -1.4 14.7 7.7 9.8 13.6 13.6
Imports, Goods and Services 11.7 1.8 3.1 2.3 5.5 4.7

Real GDP growth, at constant factor prices -2.9 4.8 5.4 4.3 5.5 5.5
Agriculture 2.4 3.3 5.9 2.9 4.9 5.3
Industry 0.2 13.3 10.4 4.6 7.1 6.5
Services -8.6 3.0 2.8 5.7 5.2 5.3

Inflation (Consumer Price Index) 17.0 7.8 7.6 7.8 5.8 5.5
Current Account Balance (% of GDP) -15.6 -17.8 -15.5 -17.2 -18.1 -18.6

Fiscal Balance (% of GDP) -3.7 -2.4 -5.2 -4.6 -3.3 -3.5
Revenues (% of GDP) 29.9 27.2 23.5 23.0 22.9 22.6
Debt (% of GDP) 55.8 53.2 53.4 55.4 54.5 53.0
Primary Balance (% of GDP) -2.4 -1.6 -4.3 -3.6 -2.5 -2.7

International poverty rate ($2.15 in 2017 PPP)a,b 37.0 36.0 35.4 35.5 34.6 33.8

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 70.1 69.3 69.1 69.1 68.2 67.4

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 92.8 92.5 92.3 92.3 92.1 91.8

GHG emissions growth (mtCO2e) 0.6 3.2 3.1 3.1 3.1 3.1
Energy related GHG emissions (% of total) 6.8 6.6 6.4 6.1 5.9 5.7

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2016-HIES. Actual data: 2016. Nowcast: 2017-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2016) with pass-through = 0.7 (Low (0.7)) based on private consumption per capita in constant LCU.
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MADAGASCAR
Table 1 2022
Population, million 29.6

GDP, current US$ billion 14.9

GDP per capita, current US$ 504.9

International poverty rate ($2.15)a 80.7

Lower middle-income poverty rate ($3.65)a 92.4

Upper middle-income poverty rate ($6.85)a 98.2

Gini indexa 42.6

School enrollment, primary (% gross)b 134.1

Life expectancy at birth, yearsb 65.2

Total GHG emissions (mtCO2e) 39.6

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2012), 2017 PPPs.
b/ WDI for School enrollment (2019); Life expectancy
(2020).

Growth is estimated to have weakened in

2022, mainly due to natural disasters and

the indirect effects of Russia’s invasion of

Ukraine. Although growth is projected to

recover to an average of 4.7 percent over

2023-25, risks remain tilted to the down-

side. These include the severity of recur-

rent natural disasters, a deterioration in

the global environment, and social and

political volatility in the event of a rever-

sal of the reform agenda. Poverty remains

elevated and on the rise in urban areas.

Key conditions and
challenges

Madagascar is one of the poorest coun-
tries in the world, with high levels of
inequality and unemployment. Progress
in achieving the development objectives
articulated in the Plan Emergence Mada-
gascar remains slow and Madagascar
continues to face major economic and
social challenges, exacerbated by exter-
nal shocks. In addition, low productiv-
ity, driven by poor structural transfor-
mation, is hampering growth. Although
the COVID-19 pandemic and multiple
climate shocks have exacerbated Mada-
gascar’s fragility, a recovery in the min-
ing, services, and construction sectors
raised economic growth to 5.7 percent
in 2021, following a contraction of 7.1
percent in 2020. Poverty remains elevat-
ed and on the rise in urban areas, re-
flecting the impact of rural-urban migra-
tion, the lack of job opportunities in the
cities, and a decline in the productivity
of private enterprises.
Beyond the need to strengthen resilience
(including through improving budget ex-
ecution of social spending), accelerating
growth and reducing poverty will require
urgent reforms supporting private invest-
ment, trade, connectivity, and access to
basic services – all of which face deep
governance and institutional challenges.
Moreover, efforts to gradually transition
the monetary policy framework to inter-
est rate targeting are supported, among

others, by the implementation of the
securities repurchase operations law of
December 2021 to encourage longer-
term interbank loans, and the narrow-
ing of the interest rate corridor to sta-
bilize the short-term interest rate on
the money market.

Recent developments

Following a strong rebound in 2021,
growth decelerated to an estimated 3.8
percent in 2022, reflecting the impact of re-
peated natural disasters compounded by a
deteriorating global context. In early 2023,
two severe tropical storms hit Madagascar,
submerging many roads and flooding and
destroying schools and health centers.
Moreover, recent evidence indicates that
repeated cyclones increased the poverty
rate among affected households.
Rising basic necessity prices – exac-
erbated by the impact of the war in
Ukraine on the prices of imported
products – fueled inflation, which
reached 11.4 percent year-on-year in
January 2023. Inflation began to rise in
mid-2022 following the government’s
decision to raise fuel prices at the
pump by an average of 34 percent
(gasoline: 44 percent, diesel: 44 per-
cent, and oil: 14 percent). Rising food
and fuel prices eroded households’
purchasing power, exacerbating al-
ready high poverty levels, especially
in urban areas. Although the inflation
hike in recent months was mainly due
to supply shocks, the Central Bank of

FIGURE 1 Madagascar / Real GDP growth and contributions
to real GDP growth
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FIGURE 2 Madagascar / Actual and projected poverty rates
and real GDP per capita
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Madagascar has consistently raised in-
terest rates to contain inflation expec-
tations and second-round effects. Be-
tween January and October 2022, the
central bank increased the interest rate
by a cumulative 290 basis points, from
7.2 percent to 10.1 percent.
The fiscal deficit rose from 2.8 percent of
GDP in 2021 to an estimated 3.1 percent
of GDP in 2022 reflecting the government´s
settlement of its liabilities to oil distribu-
tors related to the implicit fuel price sub-
sidy. In addition, customs duties assessed
(but not paid) on oil continued to be
recorded in the central government's bud-
getary transactions with an offset on the
expenditure side and thus did not con-
tribute to deficit reduction.
The current account deficit increased to
an estimated 5.6 percent of GDP in 2022
(from 5 percent of GDP in 2021), as a
recovery in mineral exports was offset
by higher imports of refined petroleum
products, food, and intermediate goods.
Gross international reserves declined, but
remained broadly adequate, from 5.9
months of imports in 2021 to 5 months of
imports in 2022.

Outlook

Real GDP growth is projected to improve
to 4.2 percent in 2023 and to accelerate to
about 5 percent in 2024-25, mostly boosted
by a recovery of the mining industry cou-
pled with the gradual reopening of air traf-
fic, especially with South Africa. Primary
sector output is expected to increase by an
average of about 3 percent per year over
2023-25, from a decade high of 5.9 percent
in 2019, reflecting the adverse effects of cli-
mate change. The industrial sector is ex-
pected to remain the main driver of
growth due to an increase in mining activ-
ities despite decelerating key commodity
price projections.
Moreover, the sluggish outlook projected
in 2023 for Madagascar’s main trade part-
ners, notably the euro area and the United
States, would slow down export demand
for Madagascar’s key agricultural prod-
ucts and textiles, as will a slower-than-ex-
pected recovery in tourist arrivals, even
with the easing of entry procedures. In ad-
dition, restrictive policies implemented in

the vanilla sector (including price control)
is expected to decelerate the prospect of
export earnings. Madagascar’s poverty is
projected to remain elevated at 79.4 per-
cent in 2024-25 (based on an international
poverty line of US$2.15 per person per
day, in 2015 PPP).
The fiscal deficit will improve in 2023 and
beyond as a result of an agreement with
oil distributors to clear their overdue taxes
and the government implementing
planned reforms for more efficient spend-
ing and domestic revenue mobilization.
Moreover, the gradual increase in capital
expenditure from 5.1 percent of GDP in
2021 to 5.9 percent in 2025 reflects the im-
plementation of the government’s priority
projects, most of which are financed by ex-
ternal concessionary sources.
Risks remain tilted to the downside, in-
cluding the recurrence of natural disasters
and the indirect effects of the war in
Ukraine. Moreover, prolonged weak bud-
get execution in health and education
spending, along with reversals in reform
agenda, could also lead to social and polit-
ical volatility, especially ahead of the 2023
presidential elections.

TABLE 2 Madagascar / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -7.1 5.7 3.8 4.2 4.8 5.1

Private Consumption 2.2 3.0 2.5 2.5 2.8 3.0
Government Consumption 24.3 0.2 -8.0 12.8 6.7 6.8
Gross Fixed Capital Investment -10.3 12.7 -19.1 2.0 4.0 5.8
Exports, Goods and Services -36.6 55.0 27.5 3.6 5.0 5.0
Imports, Goods and Services -16.6 12.7 19.8 2.0 2.7 3.0

Real GDP growth, at constant factor prices -9.4 6.5 3.7 4.3 4.8 5.2
Agriculture -1.4 -1.6 0.9 2.3 3.1 3.6
Industry -29.5 19.7 10.9 8.6 8.9 9.1
Services -6.9 7.3 3.1 3.9 4.3 4.7

Inflation (Consumer Price Index) 4.2 6.2 8.2 8.5 8.0 7.7

Current Account Balance (% of GDP) -4.8 -5.0 -5.6 -6.2 -5.7 -5.5
Net Foreign Direct Investment Inflow (% of GDP) 1.8 1.7 2.0 1.5 1.9 2.1

Fiscal Balance (% of GDP) -4.0 -2.8 -3.1 -1.6 -2.8 -2.9
Revenues (% of GDP) 12.8 11.4 12.1 13.5 12.1 12.3
Debt (% of GDP) 49.6 53.5 57.1 53.4 52.3 52.5
Primary Balance (% of GDP) -3.2 -2.2 -2.4 -0.7 -2.1 -2.4

International poverty rate ($2.15 in 2017 PPP)a,b 81.5 80.9 80.6 80.2 79.7 79.1

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 92.9 92.5 92.4 92.1 91.9 91.7

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 98.3 98.2 98.1 98.1 98.0 97.9

GHG emissions growth (mtCO2e) -2.1 -0.1 0.5 8.2 0.9 1.3
Energy related GHG emissions (% of total) 14.8 15.2 15.5 17.1 17.5 18.0

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 2012-ENSOMD. Actual data: 2012. Nowcast: 2013-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2012) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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MALAWI
Table 1 2022
Population, million 20.4

GDP, current US$ billion 11.9

GDP per capita, current US$ 581.1

International poverty rate ($2.15)a 70.1

Lower middle-income poverty rate ($3.65)a 89.1

Upper middle-income poverty rate ($6.85)a 97.3

Gini indexa 38.5

School enrollment, primary (% gross)b 144.8

Life expectancy at birth, yearsb 63.7

Total GHG emissions (mtCO2e) 20.3

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2019), 2017 PPPs.
b/ WDI for School enrollment (2019); Life expectancy
(2020).

With lower agricultural output, erratic

electricity supply, forex shortages affect-

ing importation of raw materials and high

global commodity prices, GDP growth

declined to 0.9 percent in 2022. Economic

growth is projected to increase only

slightly to 1.4 percent in 2023 with the

impacts of Tropical Cyclone Freddy on

the South negating anticipated improve-

ments in agricultural performance. In

light of persistently elevated inflation,

poverty rates are expected to remain high.

Key conditions and
challenges

Malawi’s overreliance on rainfed and pri-
mary agriculture limits the economy’s po-
tential for inclusive growth. Output is dis-
rupted by changing weather, flooding, and
the unreliable supply of fertilizer. Policies
that distort agricultural markets discour-
age investments that could boost produc-
tivity, exports, and foreign exchange need-
ed to finance essential imports.
Growth remains vulnerable to internal
and external risks. Volatile agriculture
growth driven by the occurrence of dis-
ruptive weather patterns and erratic elec-
tricity supply emanating from delays in
the repair of the Kapichira hydropower
plant continues to undermine economic
growth. This has been compounded by
persistent forex shortages constraining
the importation of raw materials for pro-
duction. Weak governance and policy im-
plementation are creating additional chal-
lenges for the business environment.
Export recovery remains weak. With im-
ports expected to significantly recover from
theslumpin2022, thiswill continuetostrain
the current account balance, exacerbating
the foreign exchange reserves accumulation
efforts. The limited efforts to address the
widening exchange rate premium will also
exertadditionalpressuresonreserves.
The government is still implementing an ex-
pansionary fiscal policy and growing statu-
tory spending consumes almost all revenue.
This creates significant challenges for fiscal

consolidation. The government’s recourse
to high-cost domestic borrowing, due to
limited external financing, exerts additional
pressure on public debt, which the Novem-
ber 2022 Debt Sustainability Analysis rates
as in distress. With debt restructuring nego-
tiations progressing slowly, there is a risk
that public debt may rise further.
Recurrent weather shocks, including a
drought in 2016 and cyclones in 2019, 2022
and again recently in March 2023, have
contributed to high vulnerability and food
insecurity. This has been compounded by
high population growth and weak eco-
nomic dynamism. As a result, incomes re-
main low and stagnant, with the share of
people living below $2.15 a day increasing
from 66 percent to 70 percent in one decade.

Recent developments

A series of exogenous shocks in 2022 de-
layed the country’s recovery from the
COVID-19 pandemic. Tropical cyclones
disrupted agriculture and electricity gen-
eration. High global commodity prices re-
duced raw materials imports. Economic
growth declined to 0.9 percent in 2022
from 2.8 percent in 2021.
The pass-through of high global com-
modity prices, compounded by the de-
valuation of the Malawi kwacha in May
2022, pushed domestic inflation upwards,
peaking at 26.7 percent in October 2022
and again in February 2023 (year-on-
year), the highest rate since 2013. To con-
tain the effect of inflation, the Reserve
Bank of Malawi increased the policy rate

FIGURE 1 Malawi / Fiscal deficit and public debt
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FIGURE 2 Malawi / Actual and projected poverty rates and
real GDP per capita
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to 18 percent in October 2022. Pressures
on the official exchange rate remain signif-
icant, with the premium increasing to over
50 percent as of end of March 2023.
Despite good revenue performance, there
has been limited progress toward fiscal
consolidation in FY2022/23. By the end of
the third quarter (December 2022), rev-
enue amounted to 11.6 percent of GDP.
Expenditure totaled 18.3 percent of GDP
driven by higher spending on interest,
wages and salaries, and goods and ser-
vices. Consequently, the fiscal deficit
widened, reaching 6.7 percent of GDP for
the first nine months of the year. High
deficits have constrained fiscal space, in
turn reducing expenditure to support
poverty reduction aims.
Forex shortages and rising global com-
modity prices resulted in a significant im-
port compression, narrowing the current
account deficit to 3.2 percent of GDP.
Gross official reserves remained low, with
import cover at less than one month at
the end of 2022.
High domestic food prices for maize and
other staples continue to exert pressure on
household incomes, pushing many into
poverty. In turn for 2022, the proportion of

people living on less than $2.15 a day has
increased slightly to at 71 percent.

Outlook

Malawi’s economy is projected to grow by
1.4 percent in 2023. This modest accelera-
tion assumes gradual macroeconomic sta-
bilization and resumed electricity gener-
ation at the Kapichira hydropower plant.
While some recovery in agriculture is ex-
pected, the impacts of Cyclone Freddy,
which hit Malawi in March 2023, as well as
disruptions in fertilizer distribution could
lower yields, especially in the Southern Re-
gion. Domestic food prices will likely re-
main relatively high, but global commodi-
ty prices are projected to continue easing,
contributing to a projected decline in infla-
tion to 19.7 percent in 2023.
Fiscal consolidation efforts are challenged
by continued spending pressures and in
particular the high share of statutory ex-
penditures. While revenue collection is
projected at 14.5 percent of GDP, expen-
diture is projected to decrease to 23.3 per-
cent of GDP, driven by the wage bill and

high debt servicing costs. The fiscal deficit
is projected to stagnate at 8.8 percent of
GDP in FY2023/24 from a likely outturn of
8.9 percent of GDP in FY2022/23.
Reliance on high-cost domestic borrow-
ing will keep the government from re-
ducing interest spending and keep public
debt high. Successful efforts to finalize
debt restructuring will be key to bolster
fiscal consolidation efforts and stabilize
the economy.
As imports are projected to significantly
pick up in 2023, a worsening current ac-
count deficit will continue straining for-
eign reserves and likely result in continued
forex shortages. Agricultural exports are
also expected to improve, albeit moderate-
ly. Consequently, the current account
deficit is projected to widen further to 11.3
percent of GDP in 2023.
Malawi will remain vulnerable to exter-
nal shocks. Flooding induced by Tropi-
cal Cyclone Freddy will negatively affect
agricultural production and food securi-
ty. High food prices will continue con-
straining food availability, especially for
net consumers. As growth remains low,
the poverty rate is likely to increase to 72
percent in 2023.

TABLE 2 Malawi / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 0.8 2.8 0.9 1.4 2.4 3.0

Private Consumption 0.8 2.6 0.6 3.5 3.6 3.5
Government Consumption 0.8 -1.1 4.3 3.5 -0.5 5.7
Gross Fixed Capital Investment 0.8 -0.2 -6.5 -7.3 1.4 1.7
Exports, Goods and Services 0.8 2.9 3.6 4.6 5.8 5.9
Imports, Goods and Services 0.8 0.4 0.1 5.8 5.9 6.0

Real GDP growth, at constant factor prices 0.8 2.8 0.9 1.4 2.4 3.0
Agriculture 3.4 5.2 -1.0 0.5 2.4 2.6
Industry 1.2 1.9 0.9 1.3 2.4 3.0
Services -0.5 2.0 1.8 1.8 2.5 3.1

Inflation (Consumer Price Index) 8.6 9.2 21.8 19.7 16.8 14.3

Current Account Balance (% of GDP) -13.8 -14.3 -3.2 -11.3 -11.3 -11.7
Net Foreign Direct Investment Inflow (% of GDP) 3.5 0.8 1.3 1.3 1.4 1.4

Fiscal Balance (% of GDP) -6.4 -7.1 -10.4 -8.9 -8.8 -8.9
Revenues (% of GDP) 14.7 14.1 13.0 14.7 14.5 14.6
Debt (% of GDP) 53.4 60.5 76.5 74.6 75.3 76.1
Primary Balance (% of GDP) -3.4 -3.3 -5.2 -2.3 -2.3 -2.3

International poverty rate ($2.15 in 2017 PPP)a,b 70.7 70.6 71.3 71.7 71.8 71.7

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 89.4 89.4 89.5 89.7 89.7 89.7

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 97.4 97.4 97.5 97.5 97.5 97.5

GHG emissions growth (mtCO2e) 1.7 1.6 1.4 1.5 1.5 1.5
Energy related GHG emissions (% of total) 7.1 7.0 7.0 6.9 6.8 6.7

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2019-IHS-V. Actual data: 2019. Nowcast: 2020-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2019) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.

MPO Apr 23257



MALI
Table 1 2022
Population, million 22.6

GDP, current US$ billion 20.5

GDP per capita, current US$ 907.6

International poverty rate ($2.15)a 14.8

Lower middle-income poverty rate ($3.65)a 47.5

Upper middle-income poverty rate ($6.85)a 80.5

Gini indexa 36.1

School enrollment, primary (% gross)b 78.7

Life expectancy at birth, yearsb 58.6

Total GHG emissions (mtCO2e) 48.1

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

GDP growth fell to 1.8 percent in

2022 due to ECOWAS sanctions, high

food inflation, and parasite infestations

affecting cotton production. This led to

negative per capita income growth, a

3.2 percentage points increase in pover-

ty incidence, while delaying fiscal con-

solidation. Economic growth is project-

ed to rebound to 4 percent in 2023,

while the medium-term outlook is sub-

ject to significant downside risks from

the political transition, insecurity, and

climate-related shocks.

Key conditions and
challenges

Mali’s economy has experienced little
structural change over the last three
decades. Agriculture and low-productivity
services dominate the economy and em-
ployment, while manufacturing remains
limited and concentrated in agro-indus-
tries and cotton ginning. Exports are dom-
inated by gold and cotton, exposing the
economy to commodity-price and climatic
shocks. GDP growth per capita stagnated
during the last decade limiting progress in
poverty reduction while human develop-
ment indicators show mixed results.
Persistent insecurity and a weakened social
contract have emerged as key bottlenecks
for inclusive growth and, with the absence
of the State in remote areas, are increasingly
disrupting service delivery. Political insta-
bility has also become a significant con-
straint to growth with the coups in 2020 and
2021 and the six-month ECOWAS sanctions
in 2022 in response to the authorities’ deci-
sion to delay elections initially scheduled
for February 2022. The sanctions were lifted
in July 2022, after the transitional govern-
ment agreed with ECOWAS on an elections
timetable over the period 2023-2024.

Recent developments

Despite the 6-month ECOWAS sanctions,
real GDP growth reached 1.8 percent

(-0.9 percent per capita) in 2022, highlight-
ing the recovery of food agriculture (7.6
percent growth) from exceptionally low
2021 levels as well as the resilience of gold
mining (0.5 percent growth) and trade and
telecommunications. In contrast, export
agriculture – cotton production – declined
29 percent, reflecting parasite infestations
and the combined effects of the ECOWAS
embargo and Russia’s invasion of Ukraine
on fertilizer costs and availability.
Inflation increased to 9.7 percent in 2022,
driven by food inflation which accelerated
to 13.9 percent as a result of persistent inse-
curity forcing farmers’ displacements, the
ECOWAS sanctions disrupting trade net-
works, and elevated global food prices.
As a result, the extreme poverty rate is ex-
pected to have increased to 19.1 percent in
2022, a 3.2 percentage points increase com-
pared to 2021. The relative incomes of poor
households deteriorated, exposing them to
food insecurity, especially in the center
and north. From January to June 2022,
about 1.5 million Malians (77 percent of
those targeted) benefited from food assis-
tance. Population displacement continues,
particularly in the border areas with Burk-
ina Faso and Niger, with over 370,000 reg-
istered displaced persons as of April 2022.
Despite the deteriorating terms of trade,
the CAD narrowed to 7 percent of GDP in
2022 as net imports were kept artificially
low due to the ECOWAS sanctions dis-
rupting regional trade and suspending re-
gional financial transactions during the
first half of 2022. Merchandise exports (-3.5
percent y/y) and imports (-15.1 percent y/
y) declined significantly during the first
three quarters of 2022.

FIGURE 1 Mali / GDP growth, current account and fiscal
balances
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FIGURE 2 Mali / Actual and projected poverty rates and real
GDP per capita
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To counter inflation across WAEMU coun-
tries, the Central Bank of West African
States (BCEAO) raised policy interest rates
by a cumulative 75 basis points in 2022
(to 2.75 percent for liquidity calls and 4.75
percent for the marginal lending facility).
BCEAO will likely need to continue tight-
ening in 2023 in line with other major cen-
tral banks, as foreign exchange reserves
have declined, and inflation remains well
above the target range of 1-3 percent. Fur-
thermore, delaying fiscal adjustments to-
wards the regional fiscal deficit target of
below 3 percent of GDP by 2025 could ex-
acerbate debt sustainability risks in some
countries, while increasing regional fi-
nancing needs, reducing FX reserve
buffers, and elevating inflationary risks.
The fiscal deficit stabilized at an elevated
level of 5 percent of GDP in 2022. After de-
clining due to the sanctions, tax revenues
recovered during the second half of 2022,
and increased by 1 percent on the year de-
spite fuel tax expenditures (foregone fuel
excise and oil customs revenue at 1.9 per-
cent of GDP). Meanwhile, wages (8 percent
of GDP) and security (6.2 percent of GDP)

spending increased in 2022, crowding out
public investment (4.3 percent of GDP).
With limited access to external financing,
the fiscal deficit was mainly financed
through expensive domestic borrowing on
the regional market. Public debt rose to
55.2 percent of GDP in 2022, while the risk
of debt distress remains moderate.

Outlook

Growth is expected to rebound to 4 per-
cent in 2023, and an average of 4.5 percent
over 2024-25, supported by a continued re-
covery of agriculture and services. Annual
inflation is projected to fall to 5 percent
in 2023 due to the recovery of food agri-
culture and to normalize towards the mid-
point of the regional target range (2 per-
cent) by 2025. Consequently, extreme
poverty incidence measured against the in-
ternational poverty line (2.15$PPP a day
per capita) is expected to increase to 19.6
percent in 2023 before slightly decreasing
to 18.8 percent in 2025.

The CAD will decline to 6.2 percent
of GDP in 2023, gradually narrowing
to 4.7 percent of GDP by 2025 as fuel
prices and supply constraints ease.
The fiscal deficit is projected to stabi-
lize at 4.9 percent in 2023 with tax ad-
ministration measures improving rev-
enue but could further increase if pro-
jected external grants (0.4 percent of
GDP) do not materialize. The fiscal
deficit is expected to gradually con-
verge to the WAEMU ceiling of 3 per-
cent by 2025, while public debt will
increase to 55.9 percent by 2025.
The outlook is subject to multiple down-
side risks. Further delays in the electoral
timetable could trigger another round of
economic sanctions and further reduce
external grants and loans that support de-
velopment spending in the budget. Other
risks relate to intensified insecurity, lower
appetite for Mali’s bonds on the regional
market, and climatic shocks. Furthermore,
a slowdown in global growth, higher in-
flation, and monetary tightening interna-
tionally could lead to higher financing
costs for Mali.

TABLE 2 Mali / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -1.2 3.1 1.8 4.0 4.0 5.0

Private Consumption 1.9 3.0 2.0 3.0 3.0 4.4
Government Consumption 4.5 5.8 7.1 4.1 2.1 2.1
Gross Fixed Capital Investment -1.2 4.8 -10.4 7.4 9.1 7.8
Exports, Goods and Services 0.5 -1.0 2.6 5.0 5.0 5.0
Imports, Goods and Services -2.9 14.1 -2.5 4.0 4.0 4.0

Real GDP growth, at constant factor prices -1.1 3.0 1.8 4.0 4.0 5.0
Agriculture -4.8 1.4 1.7 5.0 5.0 5.0
Industry -0.1 1.0 3.0 6.0 4.0 4.0
Services 1.4 5.1 1.5 2.4 3.3 5.4

Inflation (Consumer Price Index) 0.5 4.0 9.7 5.0 2.5 2.0

Current Account Balance (% of GDP) -2.2 -10.0 -7.0 -6.2 -5.5 -4.7
Net Foreign Direct Investment Inflow (% of GDP) 3.1 5.5 4.4 3.2 3.1 2.9

Fiscal Balance (% of GDP) -5.4 -5.0 -5.0 -4.9 -4.0 -3.0
Revenues (% of GDP) 20.7 22.2 19.5 20.7 22.2 21.4
Debt (% of GDP) 47.3 51.9 55.2 55.1 55.6 55.9
Primary Balance (% of GDP) -4.2 -3.6 -3.5 -3.1 -2.0 -1.1

International poverty rate ($2.15 in 2017 PPP)a,b 14.6 15.9 19.1 19.6 19.5 18.8

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 46.9 48.5 52.1 52.3 52.4 52.0

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 79.5 80.2 82.7 83.0 83.0 82.6

GHG emissions growth (mtCO2e) 2.4 3.1 3.2 3.7 4.4 4.8
Energy related GHG emissions (% of total) 14.7 15.6 16.2 16.8 17.6 18.6

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2018/19 EHCVM. This survey replaced the previous 2009-ELIM survey used to calculate poverty rates in previous years.
b/ Projection based on microsimulation model that accounts for differences in sectoral growth, food and nonfood inflation.
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MAURITANIA
Table 1 2022
Population, million 4.9

GDP, current US$ billion 10.4

GDP per capita, current US$ 2117.6

International poverty rate ($2.15)a 6.5

Lower middle-income poverty rate ($3.65)a 26.2

Upper middle-income poverty rate ($6.85)a 66.8

Gini indexa 32.6

School enrollment, primary (% gross)b 94.3

Life expectancy at birth, yearsb 64.5

Total GHG emissions (mtCO2e) 14.4

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

In 2022, growth is estimated at 5.2 per-

cent, up from 2.4 percent in 2021, dri-

ven by gold production and an excep-

tional agricultural output. The sharp in-

crease in food and energy prices led to a

deterioration of the current account and

fiscal balances and record-high inflation.

Poverty is expected to have increased,

amid food insecurity. Medium-term

growth is expected to pick up with the

onset of gas production.

Key conditions and
challenges

Mauritania recovered strongly from the
COVID-19 pandemic but has been facing
the fallout of Russia’s invasion of
Ukraine. High oil and food prices for
most of 2022 caused inflation to spike,
increased food insecurity and poverty,
and contributed to the deterioration of
the external balance. The country remains
very dependent on extractives, making it
vulnerable to international price move-
ments. The fiscal balance turned into a
deficit for the first time since 2017 as
the government took measures to miti-
gate the high cost of living and fuel sub-
sidies increased substantially.
Despite the uncertainty related to the war
in Ukraine and the elections in 2023 and
2024, the medium-term outlook is posi-
tive mainly due to the onset of gas pro-
duction, but subject to downside risks.
Risks include delayed onset of gas pro-
duction, weaker global commodity mar-
kets, global disruptions that keep food
and fuel inflation high, or failure of struc-
tural fiscal reforms to reach the poor
through investments and social protec-
tion. Mauritania is exposed to recurring
cycles of droughts and recent floods that
impact agricultural output and house-
hold incomes. Regional insecurity in the
Sahel also remains a risk. Poverty is as-
sociated with climatic conditions — i.e.,
if rains are scarce pastoral households
are more likely to fall into poverty, and

poverty rates in this group can increase
by 27 percent. Households with smaller
herds are especially vulnerable. Counter-
factual simulations using the 2019 house-
hold survey suggest a one percentage
point (pp) increase in poverty during ir-
regular rainy seasons.

Recent developments

Growth is estimated at 5.2 percent in 2022
(2.5 percent in per capita terms), close to
the pre-COVID-19 level, but below poten-
tial. Growth was mainly driven by the pri-
mary sector thanks to good rainfall. Head-
line inflation averaged 9.5 percent (y/y) re-
sulting from high global food prices. Prices
decelerated in November and December
supported by a good harvest and tighten-
ing monetary policy.
Good performance in the primary sector
has not resulted in poverty reduction, due
to the counter-effect of high inflation. Poor
households mostly work in the primary
sector and have been significantly affected
by increases in food prices (+15 percent).
Food insecurity remained high throughout
2022 and the US$3.65 in 2017 PPP poverty
rate is expected to have increased from
23.9 percent in 2021 to 26.5 percent in 2022.
Poverty likely affects rural areas more than
urban areas. Indeed, poverty is expected to
increase from 37 percent in 2021 to 40.4 in
rural areas and respectively from 10 per-
cent to 11.7 percent in urban areas. At least
176,000 additional people are expected to
have fallen into poverty, amounting to
1,335,000 poor in 2022.

FIGURE 1 Mauritania / Evolution of main macroeconomic
indicators
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FIGURE 2 Mauritania / Actual and projected poverty rates
and real GDP per capita
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In response to rising prices, the Central
Bank fulfilled all foreign exchange de-
mands by banks, raised the policy rate
from 5 percent to 7 percent in August
2022, and eased its gold purchases. Cred-
it growth decreased from 20.3 percent (y/
y) in July 2022 to 12.5 percent (y/y) in
December 2022.
The overall fiscal balance registered a
deficit of 3.5 percent of GDP in 2022,
compared to a surplus of 2.2 percent of
GDP in 2021. This reflects a sharp in-
crease in fuel subsidies (2.9 percent of
GDP) and transfers and stronger cap-
ital spending which was partly offset
by higher revenues (excluding grants).
Grants decreased from 2.1 percent of
GDP in 2021 to 1.7 percent of GDP in
2022. The debt-to-GDP ratio remained
stable in 2022 around 49.2 percent. The
January 2023 joint WB/IMF Debt Sustain-
ability Assessment suggests that the risk
of overall and external public debt dis-
tress is moderate, down from high in the
previous DSA, thanks to a recent bilater-
al debt restructuring.

The current account deficit is estimated at
13.9 percent of GDP in 2022, up from 8.1
percent of GDP in 2021, due to high energy
and food import prices, and lower export
prices. International reserves decreased to
approximately US$1.6 billion at end-Octo-
ber 2022, from US$2.3 billion at end-2021.

Outlook

In 2023, growth is projected to decelerate
to 4.5 percent, driven on the supply side
by lower growth in the extractive industry,
notably the production of iron ore and
gold, and lower agricultural output.
Growth will be supported by investments
and an improved net external position,
while private demand growth is projected
to decelerate, negatively affected by mon-
etary policy tightening and the global eco-
nomic slowdown. In 2024-2025, growth is
projected to average 6.2 percent (3.5 per-
cent per capita) with the onset of gas pro-
duction. Inflation is projected to gradually

moderate to 5 percent in 2025 as external
pressures subside.
Poverty is projected to further increase
in 2023, to 28.6 percent, and reach 28.8
percent in 2025 as food price inflation
slowly decelerates and in line with
modest agricultural growth. The number
of poor is expected to increase by 50,000
people through 2025, partly due to de-
mographic growth.
The fiscal deficit is expected to decrease
to 2.3 percent of GDP in 2023, supported
by lower current expenditures with the an-
nounced rationalization of fuel subsidies
(-2.2 pp of GDP) while gradually increas-
ing targeted cash transfers using the social
registry (+0.1 pp of GDP). The additional
fiscal space will enable an increase in pub-
lic investment. Over the medium term, the
fiscal deficit should narrow to 0.9 percent
of GDP in 2025 with the onset of gas pro-
duction. The CAD is projected to improve
with normalization of oil and food prices
from 2023, a higher projected gold and
iron-ore production, and the start of gas
exports in 2024.

TABLE 2 Mauritania / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -0.9 2.4 5.2 4.5 5.6 6.8

Private Consumption 2.7 2.7 2.6 2.2 2.4 2.7
Government Consumption 9.2 26.1 14.8 6.9 6.2 5.7
Gross Fixed Capital Investment 4.4 39.2 11.4 11.3 11.1 10.0
Exports, Goods and Services -8.6 -11.7 6.2 5.5 6.7 9.7
Imports, Goods and Services 2.1 25.1 10.1 8.7 8.2 7.5

Real GDP growth, at constant factor prices -0.1 0.8 5.1 4.5 5.6 6.8
Agriculture -2.6 -3.6 4.0 3.5 3.8 3.8
Industry 2.5 -6.6 7.7 5.2 6.5 9.1
Services -0.3 6.4 4.5 4.6 5.9 6.9

Inflation (Consumer Price Index) 2.4 3.6 9.5 8.0 6.0 5.0

Current Account Balance (% of GDP) -6.9 -8.1 -13.9 -10.1 -6.8 -4.5
Net Foreign Direct Investment Inflow (% of GDP) 11.0 10.6 9.9 8.0 3.9 3.6

Fiscal Balance (% of GDP) 2.2 2.2 -3.5 -2.3 -1.7 -0.9
Revenues (% of GDP) 20.4 21.3 22.7 23.1 23.1 23.3
Debt (% of GDP) 55.8 49.1 49.2 50.3 49.7 49.1
Primary Balance (% of GDP) 3.1 2.9 -2.7 -1.7 -1.2 -0.3

International poverty rate ($2.15 in 2017 PPP)a,b 5.9 5.3 6.0 6.9 7.1 7.0

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 26.4 23.9 26.5 28.6 29.1 28.8

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 67.9 64.4 68.1 70.3 70.6 70.2

GHG emissions growth (mtCO2e) 3.4 2.8 2.9 3.0 3.4 0.0
Energy related GHG emissions (% of total) 31.1 31.3 31.6 32.1 32.7 32.7

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 2014-EPCV. Actual data: 2014. Nowcast: 2015-2022. Forecasts are from 2023 to 2025.
b/ Projection based on microsimulation model that accounts for differences in sectoral growth, food and nonfood inflation.
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MAURITIUS
Table 1 2022
Population, million 1.3

GDP, current US$ billion 12.7

GDP per capita, current US$ 10062.7

Lower middle-income poverty rate ($3.65)a 1.8

Upper middle-income poverty rate ($6.85)a 13.5

Gini indexa 36.8

School enrollment, primary (% gross)b 98.4

Life expectancy at birth, yearsb 74.2

Total GHG emissions (mtCO2e) 6.5

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2017), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Growth is expected to decelerate to 4.7

percent in 2023 from 8.3 percent in 2022,

negatively impacted by lower global de-

mand. Inflation will begin to ease after

reaching 10.8 percent in 2022, the highest

in over a decade. Strengthening macro-

fiscal institutions and pursuing fiscal

consolidation will be essential to main-

tain debt sustainability. Addressing skill

shortages and developing knowledge-

based sectors would support the transi-

tion to high-income country status over

the medium term. Poverty is falling again

after COVID-19 reversed recent gains.

Key conditions and
challenges

Mauritius sustained spectacular growth
since its independence in 1968. It briefly
reached high-income country status in Ju-
ly 2020 (based on 2019 data), before
falling back into the upper-middle-in-
come category in July 2021 as real GDP
plunged by 14.6 percentage points in 2020
amid the COVID-19 pandemic. Neverthe-
less, over the decade that preceded the
pandemic, several interrelated structural
challenges rendered the country’s growth
trajectory more fragile. These include
stagnating private investment, sustained
loss of export competitiveness, skills
shortages coexisting with high structural
unemployment, rising inequality, and
mounting pressure on public finances
from high and increasing social security
spending driven by the aging population,
leading to persistent fiscal deficits and a
growing public debt-to-GDP ratio.
The government’s swift response to the
COVID-19 shock was successful in control-
ling the public health emergency and pro-
tecting livelihoods, but came at a high fis-
cal cost. Public debt spiked despite a MUR
55 billion (12.3 percent of GDP) non-re-
fundable transfer to the government from
the Bank of Mauritius in FY2020/21, which
followed a previous MUR 18 billion trans-
fer (3.5 percent of GDP) under the FY2019/
20 budget. The central bank’s involvement
in fiscal policy, both directly and through
the Mauritius Investment Corporation

(MIC), has weakened the separation of
institutional mandates while increasing
contingent liabilities.
Disproportionately low labor market par-
ticipation among young people and
women remains a constraint on more in-
clusive growth. Over 50,000 young people
aged 16 to 24 are neither working nor
studying. Additionally, only 43 percent of
women actively participate in the labor
force, whereas the average for men is 68
percent. While 57 percent of women with
higher education participate in the labor
force, only 38 percent of those who com-
pleted primary school or less are active.
Women were disproportionately displaced
from the labor force by the COVID-19 pan-
demic and their return has been challeng-
ing for those with lower education levels.

Recent developments

GDP grew by an estimated 8.3 percent in
2022, supported by the strong tourism re-
covery despite headwinds from the Omi-
cron variant wave and Russia’s invasion of
Ukraine. Arrivals totaled 997,290 in 2022,
up from 179,780 in 2021. The average stay
duration and spending by visitors also in-
creased. Nevertheless, arrivals are still al-
most 30 percent below pre-pandemic lev-
els. Total exports increased by 24 percent
in 2022 compared to 2021, whereas imports
increased by 36.1 percent, driving an in-
crease in the current account deficit from
13.2 percent in 2021 to 14.2 percent in 2022.
Headline inflation rose from 4 percent in
2021 to 10.8 percent in 2022 – the highest in

FIGURE 1 Mauritius / General government balance and
debt
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over a decade – driven by external supply
shocks stemming from the war in Ukraine,
which increased the prices of energy and
food products, of which Mauritius is a net
importer. Seeking to control inflation, the
central bank hiked the key repo rate five
times between March and December 2022
by a cumulative 265 basis points, reaching
4.5 percent. Effective January 16, 2023, the
central bank introduced a new monetary
policy framework with a flexible inflation-
targeting regime, which is expected to
strengthen the effectiveness of monetary
policy by enhancing its transmission mech-
anism. Gross official international reserves
remain broadly adequate, standing at 16.1
months of imports in December 2022.
The fiscal deficit decreased from 19.1 per-
cent of GDP in FY20/21 to 8 percent in FY21/
22 aided by the sale of public shares of Air-
port Holdings Ltd to MIC in December 2021
for MUR 13 billion (2.7 percent of GDP),
which helped lower the borrowing require-
ment. The recovery of GDP also prompted
a strong rebound of tax receipts, while the
unwinding of COVID-19 support measures
lowered public expenditures.
Poverty (upper-middle-income country
threshold of US$6.85 a day, 2017 PPP) fell

from 19 percent to 11 percent between 2012
and 2019. However, given the dramatic
contraction of GDP in 2020, poverty is pro-
jected to have increased by over 5 percent-
age points and fallen down to around 13
percent by 2022.

Outlook

GDP growth is expected to decelerate to
4.7 percent in 2023, negatively impact-
ed by the slowdown in global economic
growth, before converging to its long-
term trend over the medium term. Infla-
tion is expected to moderate progressive-
ly, tamed by tightening monetary condi-
tions in major trading partners, while the
rollout of the new monetary policy frame-
work should aid in anchoring domestic
inflation expectations.
The current account deficit is projected to
decrease to 8.7 percent of GDP in 2023 as
commodity prices normalize and exports
continue to recover, gradually narrowing
over the medium term, assuming a con-
tinued recovery in tourism and efforts to
strengthen export competitiveness.

The fiscal deficit is expected to decrease
to 5.5 percent in FY22/23, aided by the
unwinding of COVID-19 support mea-
sures, although the phasing in of the
Contribution Sociale Généralisée in FY23/
24 will cause a temporary rise. Public
debt should continue to gradually de-
crease to around 83.5 percent of GDP
over the medium term, assuming a pro-
gressive fiscal consolidation supported by
improved efficiency of public spending
and revenue collection, the sale of non-
strategic assets, and the introduction of
new revenue raising measures.
The outlook is subject to significant
downside risks. As the rebound of
tourism tapers off, growth could become
sluggish in the absence of dynamic new
growth sectors. Escalation of global
geopolitical tensions and new COVID-19
waves could further disrupt global sup-
ply chains, weighing down growth and
fueling inflation. Strengthening macro-fis-
cal institutions and supporting fiscal dis-
cipline, including through pension re-
form, will be essential to maintain debt
sustainability and control contingent lia-
bilities, providing the foundation to re-
gain and sustain high-income status.

TABLE 2 Mauritius / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f

Real GDP growth, at constant market pricesa -14.6 3.5 8.3 4.7 4.1 3.6
Private Consumption -15.3 3.0 3.5 3.1 3.4 2.6
Government Consumption -1.0 -1.8 2.6 -0.5 1.6 1.5
Gross Fixed Capital Investment -25.8 13.9 6.0 7.0 2.9 2.8
Exports, Goods and Services -28.7 11.6 37.0 9.7 9.3 9.0
Imports, Goods and Services -28.6 7.7 22.9 6.8 7.2 7.0

Real GDP growth, at constant factor prices -14.1 3.8 8.3 4.7 4.1 3.6
Agriculture -1.9 7.2 2.9 3.2 3.0 1.9
Industry -19.7 10.9 5.5 3.6 3.4 2.3
Services -13.2 1.9 9.3 5.0 4.4 4.0

Inflation (Consumer Price Index) 2.5 4.0 10.8 9.8 7.0 5.3

Current Account Balance (% of GDP) -8.8 -13.2 -14.2 -8.7 -6.9 -6.3
Net Foreign Direct Investment Inflow (% of GDP) -111.7 31.3 18.0 29.6 29.7 29.6

Fiscal Balance (% of GDP)b -19.1 -8.0 -5.5 -7.5 -5.1 -4.3
Revenues (% of GDP) 22.0 25.9 25.4 24.6 24.3 24.1

Debt (% of GDP)b 96.3 97.1 87.4 84.5 83.6 83.2

Primary Balance (% of GDP)b -16.3 -5.2 -3.1 -5.3 -3.1 -2.3

Lower middle-income poverty rate ($3.65 in 2017 PPP)c,d 2.3 2.1 1.7 1.5 1.2 1.1

Upper middle-income poverty rate ($6.85 in 2017 PPP)c,d 16.5 15.3 12.9 11.4 10.1 9.1

GHG emissions growth (mtCO2e) -13.6 6.3 3.7 3.2 2.2 2.2
Energy related GHG emissions (% of total) 62.4 60.7 60.8 60.6 60.2 59.7

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Historical demand-side data is being revised due to a consistency problem.
b/ Fiscal balances are reported in fiscal years (July 1st - June30th).
c/ Calculations based on 2017-HBS. Actual data: 2017. Nowcast: 2018-2022. Forecasts are from 2023 to 2025.
d/ Projection using neutral distribution (2017) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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MOZAMBIQUE
Table 1 2022
Population, million 33.0

GDP, current US$ billion 17.9

GDP per capita, current US$ 543.5

International poverty rate ($2.15)a 64.6

Lower middle-income poverty rate ($3.65)a 83.1

Gini indexa 54.0

School enrollment, primary (% gross)b 118.4

Life expectancy at birth, yearsb 61.2

Total GHG emissions (mtCO2e) 109.4

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

Economic recovery has strengthened,

growth reached 4.1 percent in 2022, dri-

ven by strong export performance and

services, as mobility fully resumed.

Growth is expected to accelerate further

in the medium term, supported by lique-

fied natural gas (LNG) production and

good agricultural performance. As a re-

sult, poverty is projected to fall from 64.3

percent in 2022 to 60.6 percent by 2025.

However, medium-term prospects are

subject to substantial downside risks, in-

cluding Russia’s invasion of Ukraine,

natural hazards, and conflict in the north.

Key conditions and
challenges

Economic growth slowed down in recent
years owing to multiple shocks, including
the hidden debt crisis, the escalation of
insurgency in northern Mozambique,
tropical cyclones, and the COVID-19 pan-
demic. The country is endowed with rich
natural resources, but widespread pover-
ty and inequality, vulnerability to climate
shocks, and fragility and conflict pose
substantial development challenges. The
economy’s dual focus on labor-intensive,
low-productivity agriculture and capital-
intensive extractives, with weak sectoral
links, constraints inclusive development.
About two thirds of the population re-
main poor, and inequality is among the
highest in Sub-Saharan Africa.
With over half a million people entering the
labor force but only 25,000 new formal jobs
each year, creating more and better jobs is a
pressing need for Mozambique. However,
the private sector’s potential to create jobs
and transform the economy is hampered by
regulatory bottlenecks, large infrastructure
deficits, and the high cost of credit. Lending
interest rates in Mozambique are among the
highest in Sub-Saharan Africa, reflecting a
thin financial sector, rising government do-
mestic borrowing, and high credit risks. The
global economic slowdown and elevated in-
flation led to a further rise in the cost of cred-
it, limiting growth opportunities outside ex-
tractives. Mozambique is at high risk of debt
distress, with the country lacking access to

international capital markets, and conces-
sional financing remains limited. The gov-
ernment’s capacity to finance development
is heavily constrained, worsened by wage,
pension, and debt-service costs that absorb
90 percent of total revenues.
Mozambique needs to diversify its sources
of growth and jobs. Sustained, broad-
based, and inclusive growth will require
raising agricultural productivity and accel-
erating economic transformation by bol-
stering the services sector and strengthen-
ing intersectoral links. Policy priorities in-
clude enhancing macroeconomic stability,
improving governance, strengthening re-
silience to shocks, and leveraging private
sector potential. In the short to medium
term, Mozambique needs to improve the
business environment, expand private fi-
nancing, and enhance labor market perfor-
mance. Supporting access to skilled labor
requires alleviating restrictions on the re-
cruitment of foreign labor and encourag-
ing knowledge transfer programs.

Recent developments

The economy is recovering from the pan-
demic, with growth increasing from 2.3
percent in 2021 to 4.1 percent in 2022. Ser-
vices and agriculture performed well,
thanks to higher farm productivity and the
full resumption of mobility. Increased ex-
ternal demand and prices for Mozam-
bique’s key export commodities (notably,
coal and aluminum) have supported the
recovery further. However, inflation hit a
five-year high as global fuel and food

FIGURE 1 Mozambique / Real GDP growth and
contributions to real GDP growth
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prices surged, and adverse weather re-
duced domestic food production, dispro-
portionally affecting the poor. In response
to the inflation hike, the Bank of Mozam-
bique raised policy interest rates by 400
basis points to 17.3 percent in 2022. The
nominal and real effective exchange rates
remained stable, reflecting a comfortable
supply of foreign currency. Low per capita
income growth and high inflation have un-
dermined poverty reduction, with the
number of poor rising by half a million be-
tween 2021 and 2022.
Expenditure pressures persist owing to
higher spending associated with ongoing
wage bill reforms, debt service, and social
transfers. The overall fiscal deficit in-
creased from 4.8 percent of GDP in 2021
to 5.9 percent in 2022. Revenue perfor-
mance remains strong thanks to im-
proved income tax collection, and cou-
pled with the under-execution of capital
spending and budget support, moderated
fiscal pressures. Public debt has been de-
clining, but domestic debt has continued
to rise, with the government resorting to
the expensive domestic debt market to
cover financing needs.
The current account deficit (CAD) in-
creased from an average of 23.6 percent of
GDP over 2017-21 to 36 percent in 2022,
reflecting LNG equipment imports, and

higher fuel and food import bills. The ex-
ternal financing gap was covered by World
Bank Development Policy Financing, In-
ternational Monetary Fund credits, debt,
and a drawdown in reserves. Gross inter-
national reserves fell from US$3.3 billion
in 2021 to US$2.5 billion (equivalent to 3.4
months of non-megaproject imports), as
the central bank covered foreign currency
needs for fuel imports.

Outlook

Medium-term prospects remain positive,
but downside risks are substantial. Real
GDP growth is expected to accelerate, av-
eraging 6.2 percent between 2023-2025 as
the offshore Coral South LNG terminal
reaches full capacity and the Area 1 LNG
project resumes. High commodity prices
will continue to favor export growth. As
international oil prices decline, inflation is
also projected to decline, averaging 7.4
percent between 2023 and 2025. Poverty is
projected to fall from 64.3 to 63.5 percent
between 2022 and 2023. Downside risks,
including a protracted war in Ukraine, a
continued rise in fuel prices, and natural
hazards, could lower medium-term GDP
growth to 4.5 percent.

As revenue grows, the fiscal deficit is pro-
jected to decline to an average of 3.8 per-
cent between 2023 and 2025. In the short
term, revenue increases will be under-
pinned by collections from LNG resource
revenue and increased grants. The fiscal
outlook also hinges on successfully imple-
menting the fiscal consolidation program.
However, considerable challenges remain,
notably the upfront costs of the ongoing
wage bill reform and elections in 2024. If
the wage bill continues to grow at the cur-
rent pace, the overall fiscal deficit could
reach 5 percent of GDP in the medium
term. Unplanned fiscal financing needs
will likely be met by domestic financing,
adding to the high debt burden. The
country will remain at high risk of debt
distress, but debt is deemed sustainable
in a forward-looking sense.
The CAD is poised to increase, projected at
29.3 percent of GDP in the medium term, as
LNG projects advance. Total imports of
goods are expected to average 45 percent of
GDP over 2023-25, from 30 percent in
2019-21, largely due to LNG-related im-
ports. Gas exports will partly offset this in-
crease. Trade credits and foreign direct in-
vestment will continue to be the main fi-
nancingsourcesfortheCAD.Grossreserves
are expected to stay at the equivalent of 4
monthsof imports,excludingmegaprojects.

TABLE 2 Mozambique / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -1.2 2.3 4.1 5.0 8.3 5.3

Private Consumption -2.2 17.3 2.9 0.9 13.1 4.4
Government Consumption -19.1 -7.8 17.2 -18.9 -3.9 -4.0
Gross Fixed Capital Investment 60.9 32.5 -6.4 10.3 2.5 10.5
Exports, Goods and Services -14.9 23.8 10.2 19.5 4.7 5.1
Imports, Goods and Services 0.0 37.2 1.9 3.3 4.1 5.0

Real GDP growth, at constant factor prices -1.8 2.3 4.1 5.0 8.3 5.3
Agriculture 3.6 3.7 4.4 4.5 3.4 3.9
Industry -5.7 1.6 3.8 9.4 33.3 13.0
Services -2.9 1.9 4.2 3.4 0.5 1.8

Inflation (Consumer Price Index) 3.1 5.7 9.8 7.3 7.5 7.4

Current Account Balance (% of GDP) -27.4 -22.8 -36.0 -14.5 -34.5 -38.8
Net Foreign Direct Investment Inflow (% of GDP) 21.5 32.2 10.5 18.9 16.9 11.6

Fiscal Balance (% of GDP)a -5.3 -4.8 -5.9 -4.4 -3.7 -3.3
Revenues (% of GDP) 27.7 27.0 28.9 26.8 25.7 26.9
Debt (% of GDP) 118.9 106.4 102.7 101.6 101.2 100.2

Primary Balance (% of GDP)a -2.2 -2.1 -2.4 -1.4 -0.6 -0.6

International poverty rate ($2.15 in 2017 PPP)b,c 64.5 64.7 64.3 63.5 61.7 60.6

Lower middle-income poverty rate ($3.65 in 2017 PPP)b,c 83.0 83.2 82.9 82.4 81.2 80.5

GHG emissions growth (mtCO2e) 1.0 1.4 0.0 1.0 2.9 2.7
Energy related GHG emissions (% of total) 8.5 9.2 8.7 8.8 10.1 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.
a/ Figure includes once-off capital gains revenues in 2017, estimated at 2.7 percent of GDP.
b/ Calculations based on 2014-IOF. Actual data: 2014. Nowcast: 2015-2022. Forecasts are from 2023 to 2025.
c/ Projection using neutral distribution (2014) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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NAMIBIA
Table 1 2022
Population, million 2.6

GDP, current US$ billion 12.1

GDP per capita, current US$ 4732.6

International poverty rate ($2.15)a 15.6

Lower middle-income poverty rate ($3.65)a 33.3

Upper middle-income poverty rate ($6.85)a 57.3

Gini indexa 59.1

School enrollment, primary (% gross)b 125.7

Life expectancy at birth, yearsb 62.8

Total GHG emissions (mtCO2e) 20.8

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2015), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Boosted by the mining sector, Namibia’s

economy expanded by 3.5 percent in 2022.

In 2023, the economic recovery is expected

to continue at a slower pace amid negative

spillovers from Russia’s invasion of

Ukraine and uncertainty about commodity

prices. Planned investments in green hy-

drogen and mining could boost growth in

the coming years. The population living on

less than US$2.15 per day is estimated at

19 percent for 2023.

Key conditions and
challenges

Namibia’s economy was already con-
strained by structural problems before the
COVID-19 pandemic, including weakness-
es in the business environment and skills
mismatches in the labor market. Its depen-
dence on mineral extraction and exports as
well as on agriculture has made it vulner-
able to global commodity price shifts and
climate shocks and droughts. As a result
of these vulnerabilities, the country’s econ-
omy contracted by an average of 0.2 per-
cent between 2016 and 2019. Poverty re-
mains high for the country’s level of de-
velopment, and it is one of the most un-
equal countries in the world. Unemploy-
ment is persistently high amid relatively
weak job creation in the more-productive
formal sector that has not been sufficient to
compensate for the loss of jobs in the stag-
nating agricultural sector.
The lingering impacts of the pandemic,
which led to a sharp economic downturn
in 2020, and the ongoing war in Ukraine
continue to weigh on the country’s
growth performance. The continuing re-
covery presents an opportunity for
Namibia to transition toward more sus-
tainable growth by implementing struc-
tural reforms to boost productivity and
competitiveness and create new and high-
er-skilled jobs. With adequate manage-
ment, the projected large investments in
the mining and energy sectors can sig-
nificantly advance these efforts. Structural

reforms are needed in an environment
where fiscal balances are vulnerable to
external shocks and volatile Southern
African Customs Union (SACU) rev-
enues, while monetary policy is con-
strained by the Namibian dollar’s peg to
the South African rand.

Recent developments

Growth in 2022 reached 3.5 percent, dri-
ven by mining (especially the growth of
diamond production), manufacturing,
and the continued recovery of services.
Diamond production increased by 46 per-
cent, boosted by the use of Debmarine’s
new recovery vessel. Many services sec-
tors, such as trade and finance, which
rely on face-to-face interaction, continued
to recover following the removal of all
remaining pandemic-related restrictions
mid-year. On top of both droughts and
flooding, agricultural production has
been hampered by higher fertilizer prices
due to the war in Ukraine.
Stronger-than-expected growth and do-
mestic revenue overperformance helped
improve the fiscal position in 2022, despite
a decrease in SACU receipts. The overall
fiscal deficit was estimated at 5.3 percent of
GDP, down from 8.8 percent in 2021. Pub-
lic debt remained relatively high, at an esti-
mated 73.8 percent of GDP in 2022. On the
external side, exports were boosted by in-
creasing diamond and other mineral pro-
duction, but the current account deterio-
rated substantially due to the high prices
of imported fuels. The deficit was partly

FIGURE 1 Namibia / Real GDP growth, fiscal balance, and
public debt

-10

-8

-6

-4

-2

0

2

4

6

8

10

0

10

20

30

40

50

60

70

80

90

100

2015 2017 2019 2021 2023f 2025f

Public debt Real GDP growth (rhs) Fiscal balance (rhs)

Percent of GDP Percentage of GDP

Source: World Bank staff estimates.

FIGURE 2 Namibia / Actual and projected poverty rates and
real GDP per capita
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financed by higher foreign direct invest-
ment inflows, mainly in the mining and oil
exploration sectors.
Despite the economic recovery in 2022,
the socioeconomic situation did not im-
prove significantly. Employment is es-
timated to remain below pre-pandemic
levels as labor-intensive manufacturing
subsectors have added jobs relatively
slowly. Spurred by higher fuel prices, in-
flation increased to a five-year high of
6.1 percent in 2022, disproportionately af-
fecting the most vulnerable and decreas-
ing consumers’ real income. Poverty rates
are estimated to remain above pre-pan-
demic levels, with an estimated 19.4 per-
cent of the population living on less than
US$2.15 per day.

Outlook

GDP growth is projected at 2.4 percent in
2023 and is expected to average just under
2 percent in the outer years, supported by
the recovery of construction, services, and
private investment. The rebound from the
pandemic is expected to wane gradually
over time, driven by the projected slow-
down in the global economy and volatile

commodity prices. Inflationary pressures
should ease following the monetary tight-
ening both globally and in the Common
Monetary Area and diminishing increases
in imported energy and food prices.
The current account deficit is projected to
improve, driven by favorable forecasts for
exported minerals and lower imported fu-
el prices, as well as increasing SACU rev-
enues. The deficit is expected to persist
over the medium term and is vulnerable to
changes in the prices of minerals and ener-
gy. Planned new investments in green hy-
drogen could boost foreign direct invest-
ment and growth over the medium term,
though there is uncertainty about feasibili-
ty and timelines.
Fiscal consolidation is expected to con-
tinue, and small primary surpluses are
projected for the next three years. On
the revenue side, such efforts would be
boosted by increasing SACU receipts,
which are expected to increase by 71 per-
cent from 2022 to 2023 and an improved
outlook for revenues, supported by the
ongoing economic recovery and tax ad-
ministration reforms. On the expenditure
side, the government is expected to man-
age operational outlays more effective-
ly, including containing the public sector
wage bill relative to GDP. Expenditure

containment policies are expected mostly
in the outer years and would largely pre-
serve development expenditure and so-
cial protection programs. Debt is forecast
to peak at about 77 percent of GDP in
2024 and decrease thereafter. Addition-
al interest rate increases would raise the
cost of financing the deficit and servic-
ing Namibia’s public debt, making fis-
cal consolidation more difficult. Contain-
ing the public sector wage bill and oth-
er spending items through more effec-
tive expenditure management in the out-
er years may be challenging amid very
high unemployment and other socioeco-
nomic problems. Furthermore, if down-
side risks to economic conditions are re-
alized, revenue outturns may be below
ambitious targets amid rising pressures
on spending.
Protecting the most vulnerable through
well-targeted social spending programs
and implementing structural reforms to
stimulate private sector investment and
create productive jobs will be critical to put
Namibia on a sustainable growth path.
However, as the impacts of policies like
investment in skills development are ex-
pected to take time to affect people’s liveli-
hoods, the poverty rate is expected to only
decline slightly over the medium term.

TABLE 2 Namibia / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -8.0 2.7 3.5 2.4 1.7 2.1

Private Consumption -11.3 12.6 8.5 3.0 2.8 2.7
Government Consumption 0.4 1.7 -0.3 3.8 -1.3 -1.8
Gross Fixed Capital Investment -19.2 4.0 4.9 5.0 5.4 5.6
Exports, Goods and Services -17.3 -2.3 18.4 2.8 3.5 3.9
Imports, Goods and Services -18.0 15.6 16.0 4.7 3.5 3.2

Real GDP growth, at constant factor prices -6.6 1.8 3.5 2.4 1.7 2.1
Agriculture 6.3 2.0 3.0 2.0 2.0 2.0
Industry -12.9 1.4 7.6 3.5 2.1 2.1
Services -5.3 1.9 1.8 1.9 1.5 2.1

Inflation (Consumer Price Index) 2.2 3.6 6.1 5.3 4.5 4.5

Current Account Balance (% of GDP) 2.8 -9.8 -11.5 -9.3 -8.0 -7.8
Net Foreign Direct Investment Inflow (% of GDP) -1.9 5.2 7.5 4.2 4.3 4.2

Fiscal Balance (% of GDP) -8.9 -8.8 -5.3 -4.7 -4.4 -4.4
Revenues (% of GDP) 33.4 29.9 32.6 34.7 33.6 32.0

Debt (% of GDP)a 70.0 73.5 73.8 76.8 77.1 76.5
Primary Balance (% of GDP) -4.7 -4.5 -0.6 0.3 0.4 0.3

International poverty rate ($2.15 in 2017 PPP)b,c 20.2 19.9 19.4 19.0 18.9 18.9

Lower middle-income poverty rate ($3.65 in 2017 PPP)b,c 38.7 38.3 37.5 37.2 37.2 37.1

Upper middle-income poverty rate ($6.85 in 2017 PPP)b,c 62.7 62.5 62.0 61.7 61.6 61.5

GHG emissions growth (mtCO2e) -1.5 -0.6 0.1 3.1 2.9 0.4
Energy related GHG emissions (% of total) 18.0 18.2 18.0 18.7 18.7 19.0

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Refers to Public and Publicly Guaranteed debt.
b/ Calculations based on 2015-NHIES. Actual data: 2015. Nowcast: 2016-2022. Forecasts are from 2023 to 2025.
c/ Projection using neutral distribution (2015) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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NIGER
Table 1 2022
Population, million 26.2

GDP, current US$ billion 17.1

GDP per capita, current US$ 654.3

International poverty rate ($2.15)a 50.6

Lower middle-income poverty rate ($3.65)a 81.1

Upper middle-income poverty rate ($6.85)a 95.0

Gini indexa 37.3

School enrollment, primary (% gross)b 64.8

Life expectancy at birth, yearsb 61.5

Total GHG emissions (mtCO2e) 49.4

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2018), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

After a slowdown in 2021 GDP growth

accelerated to 11.5 percent in 2022 (7.6

percent in per capita terms) as agricultur-

al production increased, while the ex-

treme poverty rate declined to 46.9 per-

cent. Growth is expected to remain robust

at 6.9 percent in 2023 and then accelerate

as oil revenues come onstream. Growth

and poverty reduction are subject to sig-

nificant downside risks including delays

in oil production, climate-related shocks,

and insecurity.

Key conditions and
challenges

Niger’s economy is agriculture-dependent
and remains vulnerable to climate-related
shocks. This is reflected in a robust but
volatile growth trajectory that ranged be-
tween 2.4 and 10.5 percent from 2011
to 2019. As growth has been associated
with limited improvements in productiv-
ity and high population growth (averag-
ing 3.9 percent over 2010-19) per capita
GDP remains at US$640 in 2022, towards
the bottom of the world’s income distrib-
ution. Around 50 percent of the popula-
tion lives in extreme poverty, aggravated
by gender disparities.
After the COVID-19 pandemic and the
global economic downturn, the country
has continued to be shaken by natural dis-
asters, worsening regional and domestic
insecurity, and to a more limited extent
by Russia’s invasion of Ukraine. Deterio-
rating regional security affects important
agricultural areas, and addressing insecu-
rity is key to improving economic perfor-
mance, public finances, service delivery,
and access to markets.

Recent developments

After the lackluster GDP growth in 2021
(1.4 percent) with a decline of 2.3 percent
in per capita terms, economic growth is
estimated to have jumped to 11.5 percent

in 2022 (7.6 percent in per capita terms)
as agriculture production increased by 73
percent following a better-than-average
rainy season and the expansion of irrigated
land, more than offsetting the decline in
the extractive and manufacturing activity.
The service sector benefited from the ex-
pansionary fiscal policy and the construc-
tion of the pipeline boosting market ser-
vices and transportation.
Average annual inflation reached a 10-year
high of 4.2 percent in 2022, up from 3.8
percent in 2021, resulting from continued
pressures on the domestic food market and
global commodity prices. Nevertheless,
Niger had the lowest inflation rate in the
WAEMU region.
The extreme poverty rate (less than $2.15 a
daypercapita inPPP)isexpectedtohavede-
clined to 46.9 percent in 2022 from 53.3 per-
cent in 2021, as growth, particularly in agri-
culture, recovers. The number of extreme
poor is projected at 12.3 million in 2022, with
important regional differences. High food
inflation coupled with insecurity disrupted
livelihoods and markets in some regions
(Tillabéry, Diffa, Tahoua, and Maradi) and
negatively affected household food securi-
ty. This situation was exacerbated by flood-
ing, dry spells, and limited access to inputs,
which are expected to have affected 15 per-
centoffarmingvillagesandledtodeclinesin
theiragriculturalproduction.
To counter inflation across WAEMU
countries, the Central Bank of West
African States (BCEAO) raised policy in-
terest rates by a cumulative 75 basis
points in 2022 (to 2.75 percent for liq-
uidity calls and 4.75 percent for the mar-
ginal lending facility). BCEAO will likely

FIGURE 1 Niger / Real GDP growth and contributions to real
GDP growth
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FIGURE 2 Niger / Actual and projected poverty rates and
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need to continue tightening in 2023 in line
with other major central banks, as foreign
exchange reserves have declined, and infla-
tion remains well above the target range of
1-3 percent. Furthermore, delaying fiscal
adjustments towards the regional fiscal
deficit target of below 3 percent of GDP by
2025 could exacerbate debt sustainability
risks in some countries, while increasing re-
gional financing needs, reducing FX reserve
buffers, and elevating inflationary risks.
The fiscal deficit increased to 6.9 percent
of GDP in 2022 to accommodate addi-
tional social spending to address food in-
security, an emergency plan to support
agriculture and livestock, and additional
security spending. The fiscal deficit has
been largely financed by external loans
(3.8 percent of GDP) and debt issuance on
the regional market (3 percent of GDP).
The current account deficit widened to
14.6 percent of GDP amid food and ex-
tractive projects-related imports.
As a result of the widening fiscal deficit
and the CFAF depreciation vis-à-vis the US
dollar, public debt increased to 56 percent
of GDP – an increase of 16 percentage
points since 2019.

Outlook

Real GDP growth is expected to be in line
with the potential, at 6.9 percent (3 percent
per capita)\ in 2023, and to further rise in
2024 (12.5 percent) due to the start of large-
scale oil production and exports, contin-
ued donors’ support and an economic re-
form program designed to increase overall
productivity and strengthen economic
governance (including investment of rents
from the petroleum sector and the sus-
tained flow of international aid to improve
access to basic services, infrastructure, and
financial inclusion) bringing GDP per capi-
ta to a level 15 percent higher than in 2021.
Inflation is expected to fall to 3.2 percent
in 2023, and to 2.8 percent in 2024 as food
inflation moderates, before picking up
slightly in 2025 driven by additional de-
mand fueled by oil revenues.
The poverty headcount rate is projected to
decline by almost 1.7 percentage points by
2025, in line with higher non-oil growth,
moderate agricultural growth and lower in-
flation in 2023 and 2024. Despite projected

GDP growth being above Niger’s popula-
tion growth rate of 3.8 percent, the absolute
number of poor will remain roughly con-
stant at 13 million between 2021 and 2024.
An ambitious fiscal adjustment aims to
bring the fiscal deficit down to 5.3 percent
in 2023, supported by an IMF program,
and to 3 percent by 2025 through mea-
sures to improve the structurally low lev-
el of domestic non-oil revenues. This
would facilitate putting the debt-to-GDP
ratio back onto a declining trajectory from
2024. With higher food imports, the cur-
rent account deficit will grow to 16.2 per-
cent before narrowing to 10.7 percent
with the onset of oil exports.
This outlook is subject to a high degree of
uncertainty and multiple downside risks,
including intensified climate change-relat-
ed shocks (which require improvements
in disaster risk management and re-
silience through adaptation investments),
deterioration of the security situation
which can drain additional resources,
dampening global oil prices and/or delays
in oil production expansion, and delays
to key structural economic reforms and
complementary investments.

TABLE 2 Niger / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 3.6 1.4 11.5 6.9 12.5 9.1

Private Consumption 7.7 -0.2 3.2 4.2 5.0 5.6
Government Consumption 5.0 9.8 0.6 1.9 19.0 15.0
Gross Fixed Capital Investment -3.4 7.7 33.0 18.5 1.3 7.7
Exports, Goods and Services -6.3 6.7 0.0 19.4 90.6 17.5
Imports, Goods and Services 2.7 6.9 5.1 17.1 13.7 9.1

Real GDP growth, at constant factor prices 4.2 1.0 11.5 6.9 12.5 9.1
Agriculture 7.7 -5.1 27.0 5.1 5.2 5.2
Industry 1.9 4.1 -0.7 7.5 27.7 9.6
Services 2.1 5.4 4.5 8.5 12.1 12.6

Inflation (Consumer Price Index) 2.8 3.8 4.2 3.2 2.8 3.4

Current Account Balance (% of GDP) -13.2 -14.4 -14.6 -16.2 -10.7 -7.5
Net Foreign Direct Investment Inflow (% of GDP) 2.5 3.3 4.1 4.1 4.1 3.8

Fiscal Balance (% of GDP) -5.4 -6.1 -6.9 -5.3 -4.0 -3.0
Revenues (% of GDP) 17.4 18.2 15.0 17.4 19.6 19.2
Debt (% of GDP) 45.0 51.3 56.0 57.5 54.0 48.8
Primary Balance (% of GDP) -4.4 -5.0 -5.5 -3.9 -2.7 -1.8

International poverty rate ($2.15 in 2017 PPP)a,b 48.6 53.3 46.9 47.2 45.9 45.2

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 80.2 82.1 80.1 80.3 79.0 78.4

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 94.8 95.1 95.1 95.0 94.6 94.4

GHG emissions growth (mtCO2e) 4.2 3.8 4.0 4.2 4.6 4.4
Energy related GHG emissions (% of total) 6.9 6.8 6.8 7.0 7.4 7.6

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2018-EHCVM. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection based on microsimulation model that accounts for differences in sectoral growth, food and nonfood inflation.
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NIGERIA
Table 1 2022
Population, million 218.5

GDP, current US$ billion 477.4

GDP per capita, current US$ 2184.4

National poverty ratea 41.1

Gini indexb 35.1

School enrollment, primary (% gross)c 85.7

Life expectancy at birth, yearsc 52.9

Total GHG emissions (mtCO2e) 383.2

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2022).
b/ Most recent value (2018), 2017 PPPs.
c/ WDI for School enrollment (2019); Life expectancy
(2020).

Oil price booms have previously sup-

ported the Nigerian economy, but this

has not been the case since 2021. In-

stead, macroeconomic stability has weak-

ened amidst declining oil production,

costly fuel subsidies, exchange rate dis-

tortions, and monetization of the fiscal

deficit. The deteriorating economic envi-

ronment is leaving millions of Nigerians

in poverty. Risks are tilted to the down-

side given the lack of macro-fiscal re-

forms, the naira demonetization, and an

uncertain external outlook.

Key conditions and
challenges

Macroeconomic stability has weakened
considerably due to multiple FX rates,
high and increasing inflation, rising fis-
cal pressures, and declining forex re-
serves. Nigeria’s fiscal position has de-
teriorated since 2015 due to declining
oil revenues and rising expenditures,
resulting in persistently high fiscal
deficits. To finance the growing deficit,
the government has resorted increasing-
ly to costly financing from the central
bank, which in turn has increased in-
terest costs, crowding out private sector
credit, and contributing to inflation.
Nigeria’s chronically high inflation has in-
creased since 2019, especially for food
items, eroding the purchasing power of
poor and vulnerable Nigerians and in-
creasing poverty. The effectiveness of
monetary policy is compromised by multi-
ple FX windows, the central bank’s provi-
sion of development finance at subsidized
rates, and monetization of the fiscal deficit.
Persistent structural economic issues
(volatile growth, low private investment,
low and inefficient public spending, due
to low revenue collection, and low social
development outcomes leading to low
productivity) have prevented any mean-
ingful acceleration of growth. Insecurity
remains widespread, with more violent
conflict events occurring across the coun-
try, adversely impacting private invest-
ment and growth.

The oil sector, historically the main con-
tributor to fiscal revenues and account-
ing for about 90 percent of total exports,
has underperformed since 2020. Declin-
ing oil production and the mounting
cost of the petrol subsidy have prevent-
ed Nigeria from reaping the benefits of
higher global oil prices. The weakness
in oil production stems from technical
and security challenges in the oil-pro-
ducing Niger Delta region, aging infra-
structure and inadequate investments in
the sector, and the Nigerian National
Petroleum Company’s (NNPC) delays in
paying for the government’s share of
costs in joint-venture operations.

Recent developments

In 2022, oil revenues, the fiscal deficit
outturn, FX reserves, and economic
growth decoupled from the cycle of high-
er global oil prices. GDP growth deceler-
ated from 3.6 percent in 2021 to 3.3 per-
cent in 2022. Growth was driven by man-
ufacturing, construction, and most ser-
vices. In contrast, the oil sector shrank
by 19.2 percent. From the demand side,
growth was driven by private consump-
tion and investment.
Inflation reached an annual average 18.8
percent in 2022, a 21-year high. Food infla-
tion in 2022 is estimated to have pushed
five million Nigerians into poverty. The in-
crease in inflation resulted from higher
global commodity prices, the sharp depre-
ciation of the parallel market exchange
rate, floods that impacted several states,

FIGURE 1 Nigeria / Oil price, Government revenues, and
real GDP growth
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FIGURE 2 Nigeria / Real GDP growth and sectoral
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and the monetization of the fiscal deficit.
The central bank has increased the refer-
ence rate by 600 basis points since May
2022, but inflation continued rising
throughout the year. While banking sec-
tor indicators remain sound at the system
level, the deteriorating fiscal and external
environment could expose the financial
system to shocks that it lacks adequate
buffers to withstand.
The fiscal position deteriorated. In 2022,
the cost of the petrol subsidy increased
from 0.7 percent to 2.3 percent GDP. Low
non-oil revenues and high interest pay-
ments compounded fiscal pressures. The
fiscal deficit was estimated at 5.0 percent of
GDP in 2022, breaching the stipulated lim-
it for federal fiscal deficit of 3 percent. This
has kept the public debt stock at over 38
percent of GDP and pushed the debt ser-
vice to revenue ratio from 83.2 percent in
2021 to 96.3 percent in 2022.
The current account balance recorded a
deficit of 0.3 percent of GDP in Q1-Q3
2022. The increase in crude oil exports
reflecting higher oil prices was outpaced
by higher imports of refined petroleum
products and lower remittances and
capital inflows. As of December 2022,

FX reserves were enough to cover 6.9
months of imports, compared to 7.5
months in end-2021.

Outlook

Nigeria is in a more fragile position than
before the late 2021 global oil price boom.
Growth and poverty reduction have fur-
ther been affected by cash scarcity in the
context of the Naira redesign. The econ-
omy is projected to grow by an average
of 2.9 percent per year between 2023 and
2025, only slightly above the population
growth rate of 2.4 percent. Growth will be
driven by services, trade, and manufactur-
ing. Oil production is projected to remain
subdued in part because of inefficiencies
and insecurity.
With Nigeria’s population growth contin-
uing to outpace poverty reduction, and
persistent high inflation, the number of
Nigerians living below the national pover-
ty line will rise by 13 million between 2019
and 2025 in the baseline projection.
Fiscal and external pressures are expected
to persist due to rising global and domestic

interest rates and low oil revenues result-
ing from the moderation in oil prices and
inability to significantly increase oil pro-
duction. In the absence of significant FX
management reforms, international re-
serves are projected to remain stagnant.
Meanwhile, non-oil revenues will not in-
crease as a share of GDP without signifi-
cant tax revenue reforms. As a result, the
fiscal deficit will remain above 5.0 percent
of GDP in 2023-2025.
Downside risks to Nigeria’s outlook have
intensified, with most of the risks coming
from domestic policies, continued low oil
production, and heightened scarcity of for-
eign exchange and local currency. Fiscal
and debt pressures will increase if the
petrol subsidy is not phased out in June
2023, as envisaged in the 2023 Budget. The
authorities can strengthen the economy by
restoring macroeconomic stability through
reforms to (i) increase oil and non-oil rev-
enues, (ii) tighten monetary policies to re-
duce inflation, and (iii) unify the multiple
FX windows and adopt a single, market-
responsive exchange rate. Increased inse-
curity as well as adverse climate change ef-
fects could further dampen the economic
outlook for Nigeria.

TABLE 2 Nigeria / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -1.8 3.6 3.3 2.8 2.9 3.1

Private Consumption -1.0 25.6 5.0 2.4 2.1 2.5
Government Consumption 61.6 -34.0 1.3 -15.7 12.1 3.5
Gross Fixed Capital Investment -14.7 4.7 -6.8 4.4 1.8 2.6
Exports, Goods and Services -33.4 -32.1 5.4 11.2 6.0 7.0
Imports, Goods and Services -61.9 44.4 4.0 2.5 4.4 4.8

Real GDP growth, at constant factor prices -1.9 3.4 3.1 2.9 2.9 3.1
Agriculture 2.2 2.1 1.9 1.9 2.0 2.2
Industry -5.8 -0.5 -4.6 4.6 3.7 3.7
Services -2.2 5.6 6.7 2.8 3.1 3.3

Inflation (Consumer Price Index) 13.2 17.0 18.8 16.5 13.5 11.5

Current Account Balance (% of GDP) -3.7 -0.4 0.0 0.7 0.1 0.0
Net Foreign Direct Investment Inflow (% of GDP) -0.2 -0.3 0.1 -0.3 -0.4 -0.4

Fiscal Balance (% of GDP) -5.1 -6.3 -5.0 -5.4 -5.3 -5.8
Revenues (% of GDP) 6.5 6.9 6.4 6.0 6.7 6.4
Debt (% of GDP) 36.0 38.8 38.6 39.3 40.8 42.2
Primary Balance (% of GDP) -2.8 -3.6 -1.8 -1.9 -1.4 -1.6

Poverty rate, national linea,b 42.0 41.5 41.1 40.9 40.7 40.4

GHG emissions growth (mtCO2e) -0.2 4.2 4.0 2.6 3.0 3.3
Energy related GHG emissions (% of total) 36.3 37.3 38.0 37.9 37.9 38.0

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 2018-LSS. Actual data: 2018. Nowcast: 2019-2021. Forecasts are from 2022 to 2025.
b/ These calculations use the national poverty line of 137,430 naira per person per year, in 2018/19 prices. The national line is used, as it will remain the yardstick on which
policymakers in Nigeria focus, even as the PPP price data and international poverty lines for cross-country comparisons are updated. For further details see https://blogs.
worldbank. org/africacan/what-does-moving-2017-ppps-and-new-international-poverty-lines-mean-nigeria.
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RWANDA
Table 1 2022
Population, million 13.8

GDP, current US$ billion 12.6

GDP per capita, current US$ 914.8

International poverty rate ($2.15)a 52.0

Lower middle-income poverty rate ($3.65)a 78.0

Upper middle-income poverty rate ($6.85)a 92.2

Gini indexa 43.7

School enrollment, primary (% gross)b 140.7

Life expectancy at birth, yearsb 66.8

Total GHG emissions (mtCO2e) 7.2

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2016), 2017 PPPs.
b/ Most recent WDI value (2020).

Rwanda’s economy has shown some re-

silience in 2022 growing about 8 percent,

mainly driven by the recovery in tourism-

related sectors. However, high inflation

pressures posed some risks to vulnerable

households. Despite higher inflows of

grants and remittances, the current ac-

count deficit remained wide, affected by

global commodity market shocks. Real

GDP growth is estimated at 6.2 percent

in 2023 and is projected to be 7.5 percent

on average in 2024–2025.

Key conditions and
challenges

Rwanda has been among the fastest grow-
ing economies in the world for almost a
decade, averaging 7.2 percent over
2010–19. Capital accumulation, mostly
large-scale public investment, was the
main growth driver. Limitations of this de-
velopment model have become clear. La-
bor productivity and total factor produc-
tivity are low for its income level. Public
debt grew rapidly as well—more than
tripling relative to GDP since 2010—rais-
ing concerns about its long-term sustain-
ability. Since June 2020, Rwanda’s exter-
nal and overall public debt distress is
classified as moderate. Inclusive growth
also remains a main challenge to Rwan-
da’s development ambitious targets, as
the poverty reduction momentum has
weakened in recent years.
High reliance on rainfed agriculture and
livestock production makes Rwanda high-
ly exposed to seasonal weather patterns.
Rapid urbanization and depletion of forest
and water resources in recent years led to
increased vulnerability to flooding risks,
land degradation, and biodiversity loss.

Recent developments

After a strong recovery in 2021, Rwanda’s
economy encountered multi-faceted chal-
lenges. The economy experienced setbacks

stemming from the slowdown in global
growth and rising global inflation. Agri-
culture output underperformed due to
unfavorable weather coupled with lower
use of fertilizers and other inputs—a con-
sequence of higher prices linked to global
supply chain disruptions. Despite these
challenges, Rwanda’s economy has
shown some resilience, and it is estimat-
ed to have expanded by about 8 per-
cent in 2022 (Table 2). Spurred by the re-
vival of tourism, the services sector drove
growth, while the industrial and agricul-
tural sectors slowed down in 2022. Even
though employment indicators improved
in the third quarter to levels, similar to
those at the beginning of the pandem-
ic, the unemployment rate of 24.3 percent
in November 2022 was 8.9 percentage
points higher than in November 2019, re-
sulting in an increase of 85 percent in
the number of unemployed. Employment
outcomes for women and youth were
more affected by the pandemic.
Inflation reached its highest level in over
thirteen years—21.7 percent in the year to
November 2022—owing to rising global
commodity prices and the poor agricul-
tural harvest. Food prices were the most
affected inflation categories. Rising food
prices particularly burdened poor house-
holds and those in rural areas, who de-
vote more than 70 percent of their bud-
gets to food purchases. As inflationary
pressures started mounting, the National
Bank of Rwanda (NBR) quickly tightened
its monetary policy. The NBR raised pol-
icy rate by a cumulative 250 basis points
between February 2022 and February
2023 to 7 percent (a level not seen since

FIGURE 1 Rwanda / Quarterly inflation and real GDP growth
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FIGURE 2 Rwanda / Actual and projected poverty rates and
real private consumption per capita
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June 2014). This led to increases in short-
term money market rates. The NBR took
additional measures to curb inflation
pressures, such as the resumption of
mop-up operations since June 2022 and
the re-establishment of the reserve re-
quirement ratio to the pre-COVID level of
5 percent in January 2023.
The current account deficit is estimated to
have declined from 10.9 percent of GDP
in 2021 to 10.6 percent in 2022, supported
by the recovery in tourism and strong re-
exports. Exports increased by 37.9 percent,
driven by higher commodity prices and re-
exports to the DRC as pandemic restric-
tions were lifted. Increases in global prices
for oil and other commodities expanded
import payments by 25.1 percent in 2022.
Foreign direct investment and government
borrowing partially financed the current
account deficit, leading to a drawdown on
foreign reserves.
The government has begun consolidation
efforts to preserve fiscal space for develop-
ment priorities. The overall deficit is esti-
mated at 6.1 percent of GDI in 2022, one
percent lower than in 2022. Capital expen-
diture was lower by 0.6 percent of GDP,

while current expenses were consistent
with the recent trends. Reduction in fiscal
deficit has brought down the public debt
to 71.3 percent in 2022 from 73.3 percent
in 2021. Bonds and other commercial
loans account for 11.5 percent of the total
public debt.

Outlook

GDP growth is expected to moderate to
6.2 percent in 2023 due to sluggishness of
the global economy and external demand
as well as to elevated inflation but regain
momentum in 2024. GDP growth is pro-
jected to accelerate to 7.5 percent on av-
erage in 2024–2025 driven by the pickup
in construction of the new airport and the
subsequent boost to the services sector in
line with global growth outlook and the
expected decline in inflation.
Inflationary pressures are expected to re-
main high in the first half of 2023 before
the inflation rate converges toward the
target band toward the end of the year,
reflecting the monetary policy measures

undertaken. Persistently high food price
inflation could delay or even revert the
expected small poverty gains in the next
few years behind tapering growth in pri-
vate consumption. Projected poverty re-
ductions of 2 percentage points between
2022 and 2024 (from 47.4 to 45.3 percent)
will only be enough to keep the number of
poor constant given population growth.
The government plans to rationalize both
recurrent non-wage spending and capital
budgets to stabilize debt levels while safe-
guarding fiscal space for social and hu-
man capital spending. It is phasing out
the spending measures introduced during
the pandemic or that were financed by
the 2021 SDR increase, as well as tightly
controlling recurrent spending, dropping
underperforming public investment, in-
troducing efficiencies, and strengthening
the oversight of state-owned enterprises.
The implementation of the Medium-Term
Revenue Strategy through tax policy re-
forms is also a major part of the fiscal
consolidation plan. Debt levels are expect-
ed to rise in the medium term as Rwanda
continues to rely on credit option, tough
on concessional terms.

TABLE 2 Rwanda / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -3.4 10.9 8.1 6.2 7.5 7.5

Private Consumption -5.0 7.2 6.2 3.5 6.4 6.4
Government Consumption -1.9 4.3 6.6 -1.3 3.8 2.9
Gross Fixed Capital Investment -2.3 21.1 13.9 14.2 5.9 6.3
Exports, Goods and Services -9.2 2.8 31.5 20.1 13.2 11.2
Imports, Goods and Services -3.4 3.6 22.8 13.9 7.0 5.9

Real GDP growth, at constant factor prices -3.5 10.9 8.1 6.2 7.5 7.5
Agriculture 0.9 5.8 1.6 5.5 5.0 5.0
Industry -4.2 14.7 5.5 9.2 8.5 8.5
Services -5.5 12.2 12.5 5.5 8.3 8.3

Inflation (Consumer Price Index) 7.7 0.8 13.9 7.9 5.0 5.0

Current Account Balance (% of GDP) -12.2 -10.9 -10.6 -12.4 -11.6 -10.7
Net Foreign Direct Investment Inflow (% of GDP) 1.0 1.9 2.9 3.1 3.3 3.6

Fiscal Balance (% of GDP) -10.4 -7.1 -6.1 -6.9 -6.0 -5.5
Revenues (% of GDP) 23.9 24.6 25.2 23.3 23.8 23.8
Debt (% of GDP) 72.4 73.3 71.0 76.2 79.3 79.7
Primary Balance (% of GDP) -8.8 -5.2 -3.9 -5.0 -4.3 -3.9

International poverty rate ($2.15 in 2017 PPP)a,b 51.1 49.0 47.4 46.9 45.3 43.6

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 77.6 76.3 75.3 74.9 73.8 72.8

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 92.1 91.7 91.4 91.3 90.9 90.6

GHG emissions growth (mtCO2e) -0.7 1.8 2.1 2.4 2.8 2.9
Energy related GHG emissions (% of total) 15.4 14.3 13.1 12.0 11.0 10.0

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 2010-EICV-III and 2016-EICV-V. Actual data: 2016. Nowcast: 2017-2022. Forecasts are from 2023 to 2025.
b/ Projection using average elasticity (2010-2016) with pass-through = 0.7 based on private consumption per capita in constant LCU.
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SÃO TOMÉ AND
PRÍNCIPE
Table 1 2022
Population, million 0.2

GDP, current US$ billion 0.5

GDP per capita, current US$ 2401.3

International poverty rate ($2.15)a 15.6

Lower middle-income poverty rate ($3.65)a 44.8

Upper middle-income poverty rate ($6.85)a 79.7

Gini indexa 40.7

School enrollment, primary (% gross)b 106.8

Life expectancy at birth, yearsb 67.8

Total GHG emissions (mtCO2e) 0.4

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

STP has faced severe macroeconomic im-

balances. Growth stagnated amid succes-

sive shocks, most recently the impact of

Russia’s invasion of Ukraine, and recur-

rent energy crisis. Inflation spiked to 25

percent as a monetary-financed fiscal

deficit depleted foreign reserves. Measures

to restore macroeconomic stability includ-

ed ceasing monetary financing and adjust-

ing fuel prices. Delayed implementation of

structural reforms and an uncertain global

environment poses risks to outlook.

Key conditions and
challenges

São Tomé and Príncipe (STP) is a small is-
land lower-middle income country (LMIC)
constrained by remoteness, a small private
sector, fragile institutions, and low human
capital. Growth has been driven by exter-
nally financed public spending, but a de-
clining trend in external financing and low
domestic revenue mobilization have ex-
posed the limitations of the Government-
expenditure-led growth model. Underde-
veloped infrastructures, especially unreli-
able electricity supply and low road densi-
ty, constrain growth. Energy reforms are
paramount to fiscal sustainability, to
achieve transition to a cleaner and cheap-
er energy matrix and to enable private
sector growth.
Economic growth in recent years has been
hampered by persistent energy shortages,
the COVID-19 pandemic, climate shocks,
and high commodities prices triggered by
the war in Ukraine. Moreover, the political
uncertainty caused by the legislative elec-
tions in 2022 resulted in lower external fi-
nancing disbursements. The new govern-
ment adopted measures to restore macro-
economic stability by ending monetary fi-
nancing of the budget and adjusting fuel
prices in early February. A new IMF pro-
gram requested by the government is ex-
pected to support a fiscal adjustment pro-
gram, including expenditure control and
the introduction of value-added tax (VAT)
in June 2023, and a tighter monetary

stance to curb inflation and support the
peg to the Euro.
STP’s young and fast-growing population
lacks employment opportunities, heavily
relying on informal and subsistence activ-
ities. Low access to finance further limits
income-generating opportunities. Extreme
poverty remains high for STP’s income
levels, with about 15.4 percent of the pop-
ulation living on less than US$2.15 per day
(in 2017 PPP terms), 44.6 percent on less
than US$3.65 per day (the poverty line for
LMIC), and almost 20.6 percent facing
food insecurity.

Recent developments

Amid renewed shocks, growth declined
from 1.9 percent in 2021 to 0.9 percent
in 2022, reflecting persistent energy short-
ages and the burden of higher food and
fuel prices driven by the war in Ukraine.
Due to high population growth, GDP
per capita declined. The high cost of im-
ported inputs such as seeds and fertil-
izers reduced agricultural production, as
did repeated flooding caused by heavy
rains. Industrial production suffered from
delays in the execution of externally fi-
nanced infrastructure projects, the high
cost of fuel, and persistent blackouts.
Growth in 2022 was sustained mostly by
rebounding tourism, although activity re-
mains below pre-pandemic levels.
The current account deficit, excluding
grants, is estimated to have widened to
22 percent of GDP due to higher costs
of imports, in particular food, fuel, and

FIGURE 1 São Tomé and Príncipe / Real GDP growth and
contributions to real GDP growth
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FIGURE 2 São Tomé and Príncipe / Actual and projected
poverty rates and real GDP per capita
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fertilizer, which was only partially offset
by services exports from the rebounding
tourism sector. Net international reserves
plummeted to a negative level in Novem-
ber 2022, threatening the currency peg to
the Euro before reserves were shored up
by an emergency loan in December. The
authorities are negotiating with Portugal
an additional disbursement of €40 mil-
lion under a credit facility backing the ex-
change rate peg.
Fiscal expansion undermined macroeco-
nomic stability. Domestic revenue collec-
tions suffered from the delayed implemen-
tation of revenue mobilization measures
and persistent energy shortages. Public ex-
penditures increased, in part driven by the
need to respond to climate-related emer-
gencies, but also by the public sector wage
bill, which increased by 22.9 percent. Con-
sequently, the domestic primary deficit
(excluding oil) is estimated to have in-
creased from 3.1 percent in 2021 to 5.6 per-
cent of GDP in 2022. Public debt is estimat-
ed at 92.3 percent of GDP.
By December 2022, inflation reached a his-
toric high of 25.2 percent, largely driven
by pressures on prices of imported goods
(such as food and fuel), fuel prices adjust-
ments, and the monetary financing of the

fiscal deficit. Food inflation reached 29 per-
cent, disproportionately affecting the poor-
est. The high inflation differential with the
euro area appreciated the real exchange
rate. The central bank tightened monetary
policy by increasing the reference rate
from 9 to 10 percent in June 2022 and rais-
ing mandatory reserves requirements.

Outlook

Real GDP growth is projected to rebound
to 2.1 percent in 2023, sustained by a
continued recovery in tourism, along
with higher disbursements of external fi-
nancing from multilateral development
partners. The recession in the industry
sector is expected to slow due to the
resumption of externally financed infra-
structure projects and improved energy
supply. Despite growing tourism and im-
proved terms of trade, the current ac-
count deficit is expected to widen to 25
percent of GDP due to the recovery of
investment-related imports.
The fiscal position is projected to im-
prove with the planned freeze in the
wage bill, cuts in domestically-financed

public investment, and improvement in
domestic revenue mobilization including
the introduction of VAT. Therefore, the do-
mestic primary deficit is expected to narrow
to 2 percent of GDP in 2023. Inflation is pro-
jected to decline to 10.7 percent, supported
by a more conservative fiscal policy and the
central bank´s policies to drain excessive
liquidity by issuing certificates of deposit.
Poverty reduction is likely to stagnate in
the short term. The share of people living
on less than US$2.15 a day (in 2017 PPP
terms) is expected to remain broadly the
same in 2023. The growth rebound re-
mains modest and households are likely to
face price increases with the introduction
of the VAT.
The outlook is subject to significant uncer-
tainty and downside risks. Delays in the
implementation of reforms and fuel price
adjustments could once again pressure on
the government’s fiscal position and for-
eign exchange reserves. Furthermore, con-
tinued disruption in global supply chains,
lower availability of external financing and
new exogenous shocks to food and fuel
prices, including from climate events,
could undermine STP’s growth prospects
and further deteriorate households’ pur-
chasing power.

TABLE 2 São Tomé and Príncipe / 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 1.9 0.9 2.1 3.4 3.7

Real GDP growth, at constant factor prices 2.3 1.6 0.9 2.1 3.4 3.7
Agriculture -1.1 -1.0 -1.5 1.5 2.5 2.8
Industry 4.4 -1.5 -1.2 -0.5 1.5 2.0
Services 2.2 2.6 1.6 2.7 3.9 4.1

Inflation (Consumer Price Index) 9.4 9.5 25.2 10.7 8.7 6.2
Current Account Balance (% of GDP) -11.4 -17.1 -20.6 -18.9 -18.1 -17.1

Fiscal Balance (% of GDP) -4.9 -5.9 -5.7 -4.9 -2.8 -1.0
Revenues (% of GDP) 26.0 19.7 18.6 19.1 20.4 20.7
Debt (% of GDP) 87.6 91.6 92.3 85.0 84.3 81.5
Primary Balance (% of GDP) -4.6 -5.7 -5.3 -4.5 -2.4 -0.7

International poverty rate ($2.15 in 2017 PPP)a,b 15.3 15.3 15.4 15.4 15.3 15.1

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 44.5 44.5 44.6 44.6 44.5 44.3

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 79.1 79.2 79.3 79.3 79.1 78.7

GHG emissions growth (mtCO2e) 1.2 0.9 0.6 1.0 1.2 1.3
Energy related GHG emissions (% of total) 37.0 37.1 37.2 37.4 37.8 38.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Projection using point to point elasticity at regional level with pass-through = 0.7 based on GDP per capita in constant LCU. Actual data: 2017. Nowcast: 2018-2022.
Forecasts are from 2023 to 2025.
b/ Actual data: 2017. Nowcast: 2018-2022. Forecasts are from 2023 to 2025. Actual data: 2017. Nowcast: 2018-2022. Forecasts are from 2023 to 2025.
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SENEGAL
Table 1 2022
Population, million 17.3

GDP, current US$ billion 31.1

GDP per capita, current US$ 1798.3

International poverty rate ($2.15)a 9.3

Lower middle-income poverty rate ($3.65)a 37.4

Upper middle-income poverty rate ($6.85)a 74.4

Gini indexa 38.1

School enrollment, primary (% gross)b 81.2

Life expectancy at birth, yearsb 68.0

Total GHG emissions (mtCO2e) 35.7

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2018), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Growth slowed to 4.2 percent in 2022,

from 6.5 percent in 2021, alongside

soaring food and energy prices stem-

ming from Russia’s invasion of Ukraine.

The fiscal deficit and debt levels re-

mained elevated, mainly due to the

sharp rise in energy subsidies. Growth

is expected to accelerate in 2024 driven

by hydrocarbon production. Risks, tilted

to the downside, include delays to hy-

drocarbon production, election costs, and

failure to eliminate energy subsidies.

Key conditions and
challenges

Low productivity and informality contin-
ue to hamper the structural transformation
of the economy. The use of traditional pro-
duction techniques, uncertainty over land
tenure, limited access to credit, climate un-
predictability, and supply bottlenecks im-
pede agricultural sector productivity
growth. This poses serious challenges in
terms of poverty reduction as three quar-
ters of the poor in Senegal live in rural ar-
eas and rely on agricultural activities and
small non-farm enterprises. Most low-
skilled labor force that was shed by the
agricultural sector is engaged in informal
trade, rather than in high value-added ser-
vices or technology-based industries. The
manufacturing sector is constrained due to
the lack of skilled human capital. The pri-
vate sector is hampered by restrictive busi-
ness regulations. The Human Develop-
ment Report 2021-2022 ranked Senegal
170th out of 191 countries, below the aver-
age for sub-Saharan Africa.
Strengthening macroeconomic manage-
ment would support Senegal’s structural
transformation. Fiscal and current account
deficits (at 6.7 and 19.5 percent of GDP re-
spectively) and debt levels (75 percent of
GDP) remain elevated in 2022. Fiscal costs
related to electricity sector subsidies are sig-
nificant, but the government's decision to
progressively phase out generalized energy
subsidies, combined with expanding tar-
geted social protection measures, signals

commitment to implement a medium-term
fiscal consolidation that protects the poorest
and creates space for public investment.

Recent developments

GDP growth decelerated from 6.5 percent
in 2021 to 4.2 percent in 2022 following a
decline in exports, agriculture, and min-
ing. Real export growth declined from 22.6
percent in 2021 to 8.1 percent in 2022 due
to lower external demand and the closure
of the borders with Mali in the first half of
2022. Agriculture sector growth decelerat-
ed from 0.6 percent in 2021 to 0.3 percent
in 2022, reflecting higher input costs and
poor performance in peanuts production
(affected by heavy rains) and cotton pro-
duction (affected by parasite infestations).
Tightening supply chains and soaring
commodity prices affected growth in the
industry sector which declined from 7.8 in
2021 to 1.1 percent in 2022. Inflation
reached 9.6 percent in 2022.
The poverty rate (using the lower middle-
income poverty line of $3.65 a day) is ex-
pected to slightly increase to 36.3 percent
in 2022 compared to 35.9 percent in 2021,
given the high level of inflation, particular-
ly on food, which reached 15 percent.
The current account position deteriorated
from 13.3 percent of GDP in 2021 to 19.5
percent of GDP in 2022, following higher
food and oil import prices and higher ser-
vices imports associated with the FDI-fi-
nanced hydrocarbon projects. The current
account deficit will be financed mostly by
FDI and donor financing.

FIGURE 1 Senegal / Evolution of main macroeconomic
indicators
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FIGURE 2 Senegal / Actual and projected poverty rates and
real GDP per capita
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To counter inflation across WAEMU coun-
tries, theCentralBankofWestAfricanStates
(BCEAO) raisedpolicy interest ratesbyacu-
mulative 75 basis points in 2022 (to 2.75 per-
cent for liquidity calls and 4.75 percent for
the marginal lending facility). BCEAO will
likely need to continue tightening in 2023 in
line with other major central banks, and as
foreign exchange reserves have declined,
and inflation remains well above the target
range of 1-3 percent. Furthermore, delaying
fiscal adjustments towards the regional fis-
cal deficit target of below 3 percent of GDP
by 2025 could exacerbate debt sustainability
risks, while increasing regional financing
needs, reducing FX reserve buffers, and ele-
vating inflationaryrisks.
The overall fiscal balance increased slightly
from 6.3 percent of GDP in 2021 to 6.7 per-
cent of GDP in 2022. Total revenues in-
creased to 20.4 percent of GDP in 2022, dri-
ven by tax revenues (18.1 percent against 17
percent in 2021). The increase in total rev-
enue was offset by an increase in spending
(27.1 percent in 2022), as the government

turned to social transfers and tax exemp-
tions to mitigate the contraction in house-
hold incomes. To help rebuild fiscal space,
the government adopted in January 2023 a
roadmap to phase out energy subsidies by
2025, to move towards the domestic region-
al market financing, and to shift away from
non-concessional financing.

Outlook

The economic outlook hangs on hydro-
carbon prospects. Under the assumption
of hydrocarbon production starting in
2024, overall GDP growth is forecast to
reach 4.7 percent in 2023, before accel-
erating to 9.9 percent in 2024. Hydro-
carbon production should drive an in-
crease in exports of 22.9 percent in 2024
and boost industry growth to 17.7 per-
cent in 2024. Service sector growth is pro-
jected to average 6.3 percent in 2024-2025,
mainly supported by the dynamism of

the transport sector with the Regional
Train Express and the Bus Rapid Transit.
Financial services and insurance sectors
should also grow strongly thanks to the
spillovers from hydrocarbon production.
Inflation is expected to decelerate to 2 per-
cent by 2025. The current account deficit
is projected to narrow to 15.3 percent of
GDP in 2023 and further to 7.8 percent in
2024 thanks to hydrocarbon exports. The
fiscal deficit is expected to decrease to 3
percent in 2025, with the elimination of en-
ergy subsidies and increase in tax rev-
enues. Furthermore, the implementation of
fiscal consolidation measures should cre-
ate fiscal space for social spending. The
poverty rate ($3.65 in 2017 PPP) is expected
to slightly increase in 2023, before declin-
ing in 2024 and 2025, in line with moderate
growth and lower inflation. The rate at
which poverty declines will partly depend
on social assistance payments, which are
expected to increase in generosity and cov-
erage, partly due to savings from the
elimination of energy subsidies.

TABLE 2 Senegal / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 1.3 6.5 4.2 4.7 9.9 5.2

Private Consumption 2.3 3.1 4.8 4.6 4.8 5.0
Government Consumption 0.8 13.3 6.4 5.4 5.4 4.0
Gross Fixed Capital Investment 7.2 16.5 4.4 6.8 9.3 5.1
Exports, Goods and Services -13.2 22.6 8.1 10.0 22.9 10.3
Imports, Goods and Services 7.0 15.5 29.1 8.3 8.4 7.1

Real GDP growth, at constant factor prices 1.9 6.3 3.9 4.7 9.9 5.2
Agriculture 12.2 0.6 0.3 0.7 1.4 1.5
Industry -1.5 7.8 1.1 5.4 17.7 10.1
Services 0.6 7.5 6.2 5.5 8.8 3.9

Inflation (Consumer Price Index) 2.5 2.2 9.6 5.0 3.0 2.0
Current Account Balance (% of GDP) -10.9 -13.3 -19.5 -15.3 -7.8 -6.6

Fiscal Balance (% of GDP) -6.4 -6.3 -6.7 -4.9 -3.9 -3.0
Revenues (% of GDP) 20.1 19.5 20.4 20.8 22.0 22.6
Debt (% of GDP) 69.1 73.3 75.0 73.7 68.9 67.3
Primary Balance (% of GDP) -4.3 -4.3 -4.5 -2.7 -1.7 -0.7

International poverty rate ($2.15 in 2017 PPP)a,b 8.4 8.2 8.1 8.5 7.7 7.5

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 37.1 35.9 36.3 36.8 34.5 34.0

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 75.2 73.5 73.5 73.6 71.5 70.6

GHG emissions growth (mtCO2e) 0.5 4.0 1.8 2.8 5.1 4.1
Energy related GHG emissions (% of total) 25.1 25.4 25.9 26.6 27.8 28.0

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 2018-EHCVM. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection based on microsimulation model that accounts for differences in sectoral growth, food and nonfood inflation.
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SEYCHELLES
Table 1 2022
Population, million 0.1

GDP, current US$ billion 1.6

GDP per capita, current US$ 15931.5

International poverty rate ($2.15)a 0.5

Lower middle-income poverty rate ($3.65)a 1.2

Upper middle-income poverty rate ($6.85)a 6.7

Gini indexa 32.1

School enrollment, primary (% gross)b 99.3

Life expectancy at birth, yearsb 77.2

Total GHG emissions (mtCO2e) 0.7

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2018), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

A rebased GDP and the methodological

changes to tourism’s contribution, indi-

cated growth was 8.8 percent in 2022,

and will moderate to 3.8 percent in 2023,

driven by tourism and fisheries, house-

hold consumption, and investment. The

fiscal balance improved and is expected to

return to a stronger and more sustainable

path, assuming the exchange rate appreci-

ates as the economy recovers. Strong

growth and a healthy job market has re-

duced poverty by 0.6 percentage point to

6.2 percent of the population.

Key conditions and
challenges

The Seychelles’ economic growth has been
volatile and vulnerable to external shocks,
averaging 3 percent over the past two
decades. Growth has been driven largely
by capital accumulation, with moderate in-
creases in productivity. Investment de-
clined from 33.7 percent of GDP in 2015 to
25.6 percent of GDP in 2021, with a nega-
tive effect on growth. Total factor produc-
tivity growth has stagnated since 2017, re-
flecting, in part, the challenges of diversifi-
cation in a relatively isolated, small-island
economy. Skills gaps and a high incidence
of non-communicable diseases have ham-
pered productivity growth. Promoting la-
bor participation in anticipation of an in-
creasingly skills- and knowledge-intensive
economy remains a key challenge. Labor
market policies still offer limited opportu-
nities for low-skilled youth and middle-
aged workers in the job market. Neverthe-
less, employment has increased with the
recent economic recovery, while poverty
declined in 2022.
As a small island state, the Seychelles is
highly vulnerable to climate, health, and
other external shocks, such as the war in
Ukraine. The COVID-19 pandemic hit the
economy hard, creating macroeconomic
imbalances and increasing poverty. To
bridge its financing gap and lay the foun-
dation for an inclusive and sustained re-
covery, the government received in 2020
and 2021 financial support estimated at

US$76 million from the International
Monetary Fund (IMF), the World Bank,
and the African Development Bank
(AfDB). World Bank technical support
helped the government channel relief to
affected households and firms, advance
reforms to improve the transparency and
accountability of the financial system and
implement policies to increase resilience
to climate change. Enhanced economic
governance has become even more critical
given rising climate and economic risks.
In addition, the Seychelles could capital-
ize on its “blue economy” assets, which
already provide global public goods in
the form of carbon sequestration.

Recent developments

GDP was rebased (from 2006 to 2014) and
methodological changes to the contribu-
tion of tourism to GDP were introduced in
line with international practices (changes
to the survey sample and estimation of the
sector’s value added based on occupancy
rates rather than arrivals). Based on pro-
visional GDP figures, growth reached 5.4
percent in 2021 and 8.8 percent in 2022, dri-
ven by tourism, fisheries, household con-
sumption, and investment. Western Euro-
pean tourist arrivals offset lost arrivals
from Ukraine and Russia, due to the war.
Unlike many countries, inflation in the
Seychelles was relatively low in 2022, re-
flecting base effects and the large ex-
change-rate appreciation (due to increased
tourist arrivals) in 2021 and 2022 that mit-
igated part of the imported inflationary

FIGURE 1 Seychelles / Real GDP growth and sectoral
contributions to real GDP growth
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FIGURE 2 Seychelles / Actual and projected poverty rates
and real GDP per capita
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pressures. Average annual inflation de-
clined to 2.6 percent in 2022.
The current account deficit narrowed by
12.4 percentage points to 10.8 percent of
GDP in 2022, reflecting much higher
tourism receipts. However, reserves de-
clined to US$639 million (3.2 months of
imports) as of end-December 2022, due
to higher foreign exchange demand for
goods and services imports. Fiscal con-
solidation continued, causing the deficit
to decline to 2.2 percent of GDP in 2022.
Revenues collection performed broadly in
line with projections while expenditure
was less than projected, driven by mea-
sures implemented by the government to
reduce the wage bill and social programs.
This reduced the debt-to-GDP ratio by 8.3
percentage points from 2021 to 67.9 per-
cent in 2022, helped by strong implemen-
tation of the IMF, World Bank, and AfDB
programs, and a stiff fiscal adjustment as
most of the COVID-19 response measures
were unwound.
The rapid GDP growth has also been ac-
companied by a strong labor market. In
the third quarter of 2022, total employment

increased by 11.4 percent while average
earnings increased by 0.3 percent, relative
to the same period in 2021. Consequently,
the poverty rate declined from 6.8 percent
in 2021 to 6.2 percent in 2022.

Outlook

Real GDP growth is projected at 3.8 per-
cent in 2023, driven by robust tourism, be-
fore moderating to an average of 2.8 per-
cent over the medium term. Medium-term
growth will be supported by continued re-
covery in tourism, global economic
growth, private consumption, and trade.
Stronger economic activity is expected to
further improve employment in 2023. Av-
erage inflation is projected to average 3.8
percent in the medium term, reflecting a
moderation in global energy and food
prices. The current account deficit is ex-
pected to narrow further to 9.5 percent of
GDP in 2023 and continue its downward
trend, buoyed by robust tourism growth
and foreign direct investment inflows. This

is expected to help raise reserves to
US$708 million (3.4 months of imports)
in 2023. Improved revenue collection and
continued fiscal consolidation are project-
ed to narrow the deficit to 1.3 percent of
GDP in 2023. In 2023 and over the medi-
um term, the primary balance will shift to
a surplus, as revenue measures will more
than compensate for the planned increase
in capital expenditure on climate change
mitigation and adaptation.
The government has scaled back
COVID-19-related programs and focused
on a targeted program of social support and
temporary cash transfers to protect the most
vulnerable and empower Seychellois to get
well-paying jobs. Reforms to the social pro-
tection system are ongoing to ensure its sus-
tainability and promote increased labor
force participation of working-age benefi-
ciaries. This would contribute to reducing
poverty. A planned increase in the wage bill
of 0.6 percent of GDP would be partially fi-
nanced by cuts in allowances. The Sey-
chelles’ public debt is expected to continue
to decrease, given proactive debt manage-
ment and fiscal consolidation.

TABLE 2 Seychelles / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -8.6 5.4 8.8 3.8 3.0 3.1

Private Consumption -5.1 4.0 6.8 4.7 3.5 2.0
Government Consumption 17.0 7.3 2.0 1.4 1.2 1.3
Gross Fixed Capital Investment -12.7 1.8 2.7 1.9 1.7 1.7
Exports, Goods and Services -25.7 9.9 9.1 2.7 2.5 3.0
Imports, Goods and Services -15.5 7.7 3.1 1.8 1.6 1.2

Real GDP growth, at constant factor prices -9.4 5.4 8.8 3.8 3.0 3.1
Agriculture -13.5 3.1 3.8 2.9 2.1 2.0
Industry 0.5 2.9 3.5 3.0 2.3 2.5
Services -11.3 6.1 10.2 4.0 3.2 3.3

Inflation (Consumer Price Index) 1.2 9.8 2.6 4.2 3.8 3.5

Current Account Balance (% of GDP) -29.3 -23.2 -10.8 -9.5 -8.7 -7.1
Net Foreign Direct Investment Inflow (% of GDP) 10.0 13.3 15.1 13.2 15.2 14.7

Fiscal Balance (% of GDP) -18.6 -6.8 -2.2 -1.3 1.0 1.7
Revenues (% of GDP) 35.0 38.4 40.0 42.2 44.4 45.9
Debt (% of GDP) 88.7 76.2 67.9 64.6 60.3 55.3
Primary Balance (% of GDP) -15.5 -3.4 0.7 0.9 2.1 3.0

International poverty rate ($2.15 in 2017 PPP)a,b 0.6 0.5 0.5 0.5 0.4 0.4

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 1.3 1.2 1.1 1.1 1.0 1.0

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 7.2 6.8 6.2 5.9 5.7 5.6

GHG emissions growth (mtCO2e) -7.1 -15.6 15.2 16.6 5.0 4.8
Energy related GHG emissions (% of total) 78.6 74.1 77.0 79.8 80.4 80.9

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 2018-HBS. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2018) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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SIERRA LEONE
Table 1 2022
Population, million 8.6

GDP, current US$ billion 3.4

GDP per capita, current US$ 392.9

International poverty rate ($2.15)a 26.1

Lower middle-income poverty rate ($3.65)a 64.3

Upper middle-income poverty rate ($6.85)a 89.9

Gini indexa 35.7

School enrollment, primary (% gross)b 156.4

Life expectancy at birth, yearsb 59.8

Total GHG emissions (mtCO2e) 9.7

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2018), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Sierra Leone’s post-pandemic recovery

was disrupted by concurrent domestic

and external shocks, as global spillovers

from Russia’s invasion of Ukraine exacer-

bated existing macro-fiscal vulnerabili-

ties. Inflation and exchange rate deprecia-

tion reached record levels, depressing eco-

nomic activity, and triggering a severe

cost-of-living crisis. Fiscal accounts have

deteriorated on account of macroeconomic

headwinds and policy slippages, and risks

to debt sustainability have intensified.

Key conditions and
challenges

Sierra Leone’s economic development has
been constrained by concurrent global and
domestic shocks. Growth has been espe-
cially volatile over the past decade, reflect-
ing underlying issues with the growth
model combined with persistent macro-
economic and institutional vulnerabilities.
Exports are overwhelmingly concentrated
in natural resources, and low value-added
agriculture, mining, and wholesale trade
account for the bulk of employment but
just over half of economic output.
Between 2012 and 2022, economic
growth averaged 4 percent (half the rate
of the previous decade), with significant
variation across years (from 21 percent
during the mining boom in 2013, to a 20
percent contraction in 2015 in the wake
of the Ebola outbreak and global com-
modity price collapse). The COVID-19
pandemic and war in Ukraine have per-
petuated this cycle, with economic
growth slowing between 2020 and 2022
to less than a third of the pre-pandemic
(2017-2019) average.
Macroeconomic management remains
weak. Fiscal pressures have progressively
intensified, the debt burden has worsened,
and inflation has soared, driven- in addi-
tion to internal imbalances - by global sup-
ply shocks, exchange rate depreciation and
a deterioration in the terms of trade.
The rise in the cost of living combined
with weak growth and a decline in

macroeconomic fundamentals threatens
to increase the level of poverty within a
context of inadequate social safety nets.

Recent developments

Estimated GDP growth for 2022 has been
revised downwards from 3.8 percent to 3.0
percent. This marks a reversal of the en-
couraging rebound observed in 2021 when
GDP grew by 4.1 percent following a 2 per-
cent contraction in 2020. Economic activity
has been depressed by a net negative
terms-of-trade shock, stemming from the
spillovers of war in Ukraine and the in-
crease in global food and fuel prices.
Inflationary pressures have complicated
macroeconomic management and con-
strained private consumption and invest-
ment. Headline inflation averaged 27
percent in 2022 compared to 12 percent
the previous year. Initially, inflation was
driven by supply-side factors such as
global supply chain disruptions and ris-
ing commodity prices. However, later in
the year, despite a decrease in global
food and fuel prices, inflation worsened
due to the Leone's depreciation (60 per-
cent during 2022) and the monetization
of the fiscal deficit. Over the year, the
Bank of Sierra Leone tightened its mon-
etary policy stance and cumulatively re-
vised the benchmark interest rate by over
300 basis points. However, monetary pol-
icy effectiveness was limited by under-
developed financial markets and fiscal
dominance, and further complicated by
the redenomination of the Leone.

FIGURE 1 Sierra Leone / Real GDP growth and contributions
to real GDP growth
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FIGURE 2 Sierra Leone / Actual and projected poverty rates
and real GDP per capita
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Fiscal weaknesses and risks to debt sus-
tainability have intensified. The fiscal
deficit for 2022 is estimated to have risen
to 9.7 percent of GDP – 2.3 pp higher than
in 2021, and 4.9 pp higher than the revised
budget targets presented in November
2022. The increase was due mostly to un-
planned capital expenditures and emer-
gency domestic security costs (following
protests against the worsening cost-of-liv-
ing-crisis). Meanwhile, domestic revenues
declined from 15.6 percent to 13.2 percent of
GDP. As a result of fiscal weaknesses and
exchange rate dynamics, the debt-to-GDP
ratio is estimated to have risen to nearly 100
percent; two-thirds is owed to multilateral
organizations, and the remaining is high-in-
terest and short-term domestic debt.
External accounts also deteriorated. The
current account deficit is estimated to have
increased by 1.4 pp to 15 percent of GDP
in 2022, driven by lower merchandise ex-
port receipts for major export goods (tim-
ber and diamonds) and higher import val-
ues reflecting energy and food price. As a
result of lower-than-expected FDI inflows,
but also reflecting central bank interven-
tions in the forex market, reserves fell to
around 3 months of imports by end-2022
(from close to 4 months in Q3).

Simulations suggest that the pandemic-
induced economic downturn increased
poverty by 2 pp since 2018 to 58.9 per-
cent in 2020. Urban poverty almost dou-
bled compared to rural areas. Global
spillovers from the war in Ukraine, par-
ticularly energy price hikes, have further
adversely affected welfare. The 2022
global hunger index ranks Sierra Leone
at 112 out of 121 countries classifying the
hunger level as serious.

Outlook

The economy is projected to grow at 3.8
percent on average during 2023–25, below
its long-term average. In 2023, a modest
recovery is expected to be supported by
(i) the government’s efforts to restore
macro stability through fiscal discipline
and prudent monetary policy; (ii) contin-
ued expansion of iron-ore mining oper-
ations; and (iii) some modest easing of
inflationary pressures. Headline inflation
will continue to be influenced by trends
in global commodity prices and is expect-
ed to moderate only to 14.3 percent in the
medium term by 2025.

Fiscal discipline will be crucial to restoring
macroeconomic stability. Lowering the
deficit will require strong and difficult
measures on increasing tax rates and ex-
penditure cuts. The fiscal deficit is project-
ed to decline below 3 percent of GDP by
2025. However, this is vulnerable to sever-
al downside risks especially given recent
fiscal slippages and expenditure overruns,
which have raised concerns about the cred-
ibility of the budget process. Risks to debt
sustainability will remain elevated until
fiscal balances improve further, and the re-
liance on expensive and short-term domes-
tic borrowings can be addressed through
the lengthening of maturities and greater
access to concessional borrowings.
The international poverty rate (US$2.15
per person/day at 2017 PPP) is projected to
decline slowly, from 26.1 percent in 2018 to
24.6 by 2025. Economic growth is strong-
ly tied to exports, which are dominated by
minerals. However, the mining sector has
limited spillover effects on households and
constrains the growth of other sectors of
the economy by undermining the competi-
tiveness of those sectors. Poverty reduction
requires increased agricultural productiv-
ity and the creation of good jobs outside
agriculture for the low-skilled labor force.

TABLE 2 Sierra Leone / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -2.0 4.1 3.0 3.4 3.7 4.4

Private Consumption 5.4 36.7 4.2 6.2 6.0 5.8
Government Consumption 2.7 0.6 4.0 3.9 4.0 2.9
Gross Fixed Capital Investment -9.6 0.1 7.2 5.4 6.7 7.7
Exports, Goods and Services -9.8 1.9 38.0 20.0 18.0 12.0
Imports, Goods and Services 7.5 46.6 15.0 13.0 12.0 8.8

Real GDP growth, at constant factor prices -2.0 4.0 3.1 3.3 3.7 4.4
Agriculture 1.6 2.5 3.0 3.3 3.6 3.6
Industry -7.1 17.4 6.7 5.2 6.2 8.0
Services -5.8 2.8 2.1 2.6 3.2 4.6

Inflation (Consumer Price Index) 13.5 11.9 22.0 20.0 17.8 14.3

Current Account Balance (% of GDP) -6.8 -13.6 -15.0 -12.8 -10.2 -12.2
Net Foreign Direct Investment Inflow (% of GDP) 3.3 8.2 9.9 7.1 5.6 4.5

Fiscal Balance (% of GDP) -6.7 -7.4 -10.6 -5.7 -3.8 -3.1
Revenues (% of GDP) 19.0 20.4 20.2 20.8 21.1 21.4
Debt (% of GDP) 78.0 81.9 100.3 97.1 90.8 84.9
Primary Balance (% of GDP) -3.7 -4.1 -7.0 -1.8 -0.5 -0.3

International poverty rate ($2.15 in 2017 PPP)a,b 26.4 25.9 25.7 25.3 24.9 24.3

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 64.6 64.2 64.0 63.7 63.2 62.7

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 90.1 89.9 89.8 89.7 89.5 89.3

GHG emissions growth (mtCO2e) -1.4 0.8 3.3 2.5 3.0 3.3
Energy related GHG emissions (% of total) 9.1 9.1 8.7 8.4 8.1 7.8

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2011-SLIHS and 2018-SLIHS. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection using point-to-point elasticity (2011-2018) with pass-through = 0.4 based on GDP per capita in constant LCU.
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SOMALIA
Table 1 2022

Population, milliona 15.6

GDP, current US$ billion 8.1

GDP per capita, current US$ 520.4

School enrollment, primary (% gross)b 39.0

Life expectancy at birth, yearsc 56.0

Source: WDI, Macro Poverty Outlook, and official data.
a/ Estimates based on 2013 population estimates by UNF-
PA and assumes an average annual population growth of
2.8%.
b/ Somalia Integrated Household Budget Survey 2022
(SNBS, 2023).
c/ Most recent WDI value (2020).

The economy is projected to grow by 2.8

percent in 2023, as economic conditions

are expected to improve following a pro-

longed drought and rising commodity

prices throughout 2022. Multiple shocks

have contributed to rising displacement,

food insecurity and a risk of more people

falling below the poverty line. The pover-

ty projection in 2023 is 73 percent.

Key conditions and
challenges

Somalia continues to contend with increas-
ingly frequent shocks in the context of
widespread fragility, conflict, and vio-
lence. Repeated climate-related shocks
such as cycles of droughts, floods, and lo-
custs’ infestation, lingering impacts of the
COVID-19 pandemic, higher international
commodity prices, as well as security inci-
dences have interrupted Somalia’s growth
trajectory and slowed the transition from
fragility. Growth has been low and volatile
averaging only 2.8 percent in 2014–22 with
no growth in real GDP per capita.
The economy does not generate the jobs
needed to reduce poverty. Only about 30
percent of the workforce participates in the
labor market, and this is markedly lower
for women compared to men at 15 percent
and 38 percent, respectively. Households
suffer from food insecurity and loss of pro-
ductive assets in a context of poor human
capital and widespread insecurity. Repeat-
ed shocks contribute to internal displace-
ment and rapid urbanization (estimated at
4 percent per annum), as well as conflict
due to competition for limited resources.
The government has limited fiscal space to
respond to shocks and development prior-
ities, including taking over the provision
of security services as the African Union
plans to withdraw peacekeeping opera-
tions in 2024. Alongside efforts to increase
domestic revenues, institutions need to be
strengthened to mobilize private capital to

support much-needed investments in hu-
man and physical capital to boost re-
silience, growth, and productive jobs to
support poverty reduction.
Somalia is progressing towards attaining
debt relief through the Heavily Indebted
Poor Countries (HIPC) initiative, which
would reduce its debt to sustainable levels.
Upon reaching the HIPC Completion
Point, Somalia will enjoy access to new
sources of financing, but terms of financing
will shift from grants to loans. Therefore, it
is critical for the country to raise domes-
tic revenues and improve institutions for
debt management.

Recent developments

Somalia is experiencing a prolonged se-
vere drought, with a fifth consecutive sea-
son of failed rains, against a backdrop of
higher commodity prices following Rus-
sia’s invasion of Ukraine. These paused
2021’s modest economic recovery from the
pandemic with a slowdown in real GDP
growth to an estimated 1.7 percent in 2022
(Table 2). Furthermore, 7.1 million peo-
ple—nearly half of the population—were
food insecure at the end of 2022 due to
the drought and 1.3 million people were
displaced. Agricultural and livestock pro-
duction has suffered, with live goats and
sheep that dominate the export basket de-
clining by 3.1 percent of the total live an-
imals exported in 2022. Overall merchan-
dise exports declined by 3.8 percent. Sim-
ilarly, inflationary pressures intensified in
2022 with food inflation rate at its peak

FIGURE 1 Somalia / Real GDP growth

-1

0

1

2

3

4

5

6

2014 2016 2018 2020 2022e 2024f

Real GDP growth Average 2014-22=2.8%

Agreement on the 
Provisional Constitution

Drought

Triple Crisis

Drought

Percentage points

Sources: Somalia authorities and World Bank and IMF estimates.

FIGURE 2 Somalia / Actual and projected poverty rates and
real GDP per capita
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of 17.5 percent in July—almost four times
higher than in mid-2021. Overall inflation
averaged 6.8 percent in 2022. Official de-
velopment assistance (ODA) including
grants for social safety net programs,
which are targeted to rural poor and vul-
nerable households, as well as remittances
finance the trade deficit and play a vital
role in supporting the vulnerable.
Poverty remains high across the country.
An estimated 73.7 percent of the popula-
tion living below the poverty line in 2022,
the majority of whom are informal settlers,
displaced people, rural communities, and
nomads. According to the 2022 Integrated
Household Budget Survey, the food price
crisis in 2022 has eroded real household in-
comes, further contributing to household
vulnerability from the ongoing drought.
Although the international community has
been supporting the humanitarian crisis
through food assistance, an expansion of
social safety net programs, and support to
informal settlers in urban areas, there are
risks of more people falling below the
poverty line. In a context of increasing
global shocks, there are competing de-
mands for limited development assis-
tance, underscoring the importance of So-
malia strengthening resilience through

advancing reforms to support growth and
food security.
The fiscal situation remains challenging,
offering limited opportunities to respond
to recurrent shocks or investments in hu-
man capital or infrastructure. While do-
mestic revenue mobilization has outper-
formed its pre-pandemic levels by 14 per-
cent in 2022, largely dominated by trade-
related taxes, it remains low and insuffi-
cient to meet expenditure needs. Public ex-
penditures continue to rise, dominated
by personnel costs with social spending
largely financed by grants.

Outlook

The economy is expected to make a mod-
est recovery in the medium-term, despite
the persistent severe drought. Real GDP
growth is projected to recover to 2.8 per-
cent in 2023 and increase to 3.7 percent
in 2024 and 3.9 percent in 2025. The re-
forms supported through the HIPC Ini-
tiative and the prospect of receiving debt
relief should boost business confidence.
New private investments are anticipated
in energy and telecommunications, while

ongoing investments in sectors such as
transport, education, and health are ex-
pected to improve conditions for trade and
gradually contribute to improvements in
human capital. Strengthening the frame-
work for fiscal federalism by enhancing
the dialogue between the Federal Govern-
ment of Somalia and the Federal Member
States can help to bring political stability,
which can encourage investment from the
private sector. Harmonizing the currently
disparate regimes for customs and inland
revenues across the federation can also
support revenue raising. Collecting suffi-
cient revenues to cover the wage bill, rising
security costs as well as human and physi-
cal capital remain pressing priorities.
As the country continues to cope with on-
going severe drought, the overall humani-
tarian situation remains dire, and the num-
ber of food insecure could grow to 8.3 mil-
lion people by mid-2023 if food assistance
is not sustained. The poverty rate is pro-
jected to remain at around 73 percent be-
tween 2022 and 2024. Accelerating the pace
of poverty reduction will require policy in-
terventions and public investments that
raise productivity, strengthen resilience,
create jobs, and expand pro-poor pro-
grams which focus on women and youth.

TABLE 2 Somalia / Macro poverty outlook indicators (percent of GDP unless indicated otherwise)a

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -0.3 2.9 1.7 2.8 3.7 3.9

CPI Inflation, annual percentage change 4.3 4.6 6.8 4.2 3.8 3.6

Current Account Balance -14.9 -12.5 -18.4 -15.9 -16.1 -16.8
Trade balance -67.4 -65.7 -74.1 -72.5 -70.2 -70.2
Private remittances 23.2 27.3 27.7 28.2 28.4 28.4
Official grants 30.6 27.2 28.6 29.0 26.1 25.5

Fiscal Balanceb 0.4 -1.1 -0.1 -0.5 -2.1 -1.9
Domestic revenue 3.1 3.0 3.2 3.3 3.4 3.8
External grants 4.3 1.9 5.6 4.1 0.5 0.3
Total expenditure 7.0 6.0 9.0 7.9 6.1 6.0
Compensation of employees 3.3 3.3 3.2 3.4 3.3 3.3
External debt 56.8 45.0 42.7 6.6 9.5 10.7

International poverty rate ($2.15 in 2017 PPP)c,d 73.1 73.3 73.7 73.4 73.2 72.9

Lower middle-income poverty rate ($3.65 in 2017 PPP)c,d 91.4 91.4 91.6 91.5 91.4 91.2

Upper middle-income poverty rate ($6.85 in 2017 PPP)c,d 98.8 98.8 98.8 98.8 98.8 98.8

GHG emissions growth (mtCO2e) -0.2 0.0 0.0 0.0 0.0 0.0
Energy related GHG emissions (percent of total) 1.6 1.6 1.6 1.6 1.7 1.7

Sources: World Bank, IMF, and FGS. Emissions data sourced from CAIT and OECD.
Notes: e = estimate; f = forecast.
a/ GDP baseline estimates 2020-21 are by Somalia National Bureau of Statistics (SNBS, June 2022).
b/ Federal Government of Somalia (FGS).
c/ Calculations based on Takamatsu et al (2022) “Rapid Consumption Method and Poverty and Inequality Estimation in Somalia Revisited”. Actual data: 2017. Nowcast:
2019–22. Forecasts are from 2023–25.
d/ Projection using neutral distribution with pass-through = 1 (High) based on GDP per capita in constant LCU.
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SOUTH AFRICA
Table 1 2022
Population, million 59.9

GDP, current US$ billion 405.9

GDP per capita, current US$ 6776.5

International poverty rate ($2.15)a 20.5

Lower middle-income poverty rate ($3.65)a 40.0

Upper middle-income poverty rate ($6.85)a 61.6

Gini indexa 63.0

School enrollment, primary (% gross)b 97.4

Life expectancy at birth, yearsb 65.3

Total GHG emissions (mtCO2e) 611.9

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

After a strong recovery in 2021, GDP

grew by only 2 percent in 2022, support-

ed by a favorable global environment but

constrained by domestic challenges – es-

pecially the electricity crisis and trans-

port disruptions. While the government

recognizes the need to address these con-

straints, economic growth is expected to

decline to 0.5 percent in 2023 and to av-

erage 1.5 percent over 2024-25. With

weak growth and job creation, poverty

and inequality are expected to remain ele-

vated in the near future.

Key conditions and
challenges

Electricity supply shortages have con-
strained South Africa’s growth for several
years. Rolling scheduled power cuts (load-
shedding) started in 2007 and have intensi-
fied exponentially over the past few years,
reaching close to 9 hours daily in 2022.
This severe electricity shortfall has disrupt-
ed economic activity and increased operat-
ing costs for businesses (many of which re-
ly on costly diesel generators). It has also
affected other infrastructure such as water
and IT, and service delivery (health and
education). Although new reforms and in-
vestments are being considered, load-
shedding is expected to continue for two
more years at least. Other structural chal-
lenges have also increased, in particular
transport and logistics, which have dete-
riorated due to weak maintenance, theft,
sabotage, and slow reforms constraining
South Africa’s export capacity.
Persistent weak growth and the COVID-19
pandemic have exacerbated socioeconom-
ic challenges. South Africa has recovered
its pre-pandemic GDP but not its employ-
ment level. At end-2022, there were still
close to half a million fewer jobs than at
end-2019, with women and youth persis-
tently more impacted. Inequality remains
among the highest in the world, and
poverty was an estimated 62.6 percent in
2022 based on the upper-middle-income
country poverty line, only slightly below
its pandemic peak. These trends have

prompted growing demands for govern-
ment support, which could put the sus-
tainability of public finances at risk if
they are met.
Fiscal and monetary policy space is limited
due to the deteriorated public finances and
the prudent monetary policy required to
control inflation – in line with the South
African Reserve Bank’s mandate. South
Africa needs to accelerate structural re-
forms to boost inclusive growth and job
creation while supporting fiscal sustain-
ability. Along these lines, Eskom, the na-
tional power utility, is set to benefit from
a conditional R254 billion debt-relief
arrangement with the National Treasury
over the next three years to support its re-
form plan. However, the political consen-
sus needed to tackle reforms is elusive
ahead of the 2024 general elections amid
widespread corruption allegations, rising
crime, weak service delivery and high un-
employment and poverty.

Recent developments

The global environment remained sup-
portive, but increasingly severe domestic
constraints led to GDP growth slowing to
2 percent in 2022 from 4.9 percent in 2021.
Mining production fell while manufactur-
ing production stagnated, as load-shed-
ding and transport bottlenecks intensified.
The services sectors (financial, transport,
and personal) and domestic trade were key
drivers of growth. The labor market has re-
mained weak. The employment ratio on-
ly increased slightly to 39.4 percent at

FIGURE 1 South Africa / Hours of electrical service lost due
to load shedding
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end-2022 from a pandemic low of 35.9
percent in September 2021. In this con-
text, the COVID-19 social relief of distress
grant, introduced in May 2020, was ex-
tended for another year until March 2024.
Socioeconomic challenges were further
exacerbated by rising fuel and food
(bread and cereals) prices, which dispro-
portionately affected the poor. Inflation
averaged 6.9 percent in 2022 but was 8.2
percent for those at the bottom 20 per-
cent of the income distribution.
High global commodity prices supported
South Africa’s fiscal and external balances.
Fiscal revenue overperformed again in
2022. As the government contained expen-
diture growth, the overall deficit is esti-
mated to have reached 4.2 percent in FY22,
smaller than the initial budget forecast of
6 percent of GDP. The current account bal-
ance returned to a small deficit of 0.5 per-
cent of GDP in 2022 as imports growth out-
paced exports growth. It was financed
through financial inflows, and internation-
al reserves increased by US$3 billion to
US$60.6 billion. In the context of rising
global risk aversion, the exchange rate,
which is fully flexible, depreciated by
about 10 percent in 2022.

Outlook

In the short term, the electricity crisis and
transport bottlenecks will hamper domes-
tic activity even if external demand for
commodities, notably coal, will provide
some support to the economy. GDP
growth is expected to slow to 0.5 percent in
2023 and average 1.5 percent in 2024-25 as
the investments in power generation mate-
rialize and load-shedding gradually eases.
The duration and intensity of load-shed-
ding will depend on Eskom’s ability to in-
crease the availability of existing genera-
tion capacity while the reform program de-
veloped by the government is gradually
implemented. Investment in least-cost re-
newable energy would also support a
faster resolution of the crisis. Investment in
rooftop solar is rising quickly but remains
constrained by limited incentives to sell ex-
cess generation back to the grid. Based on
this growth outlook, the poverty rate is ex-
pected to remain high, hovering close to 63
percent over 2023-25.
The government is expected to limit pub-
lic expenditure growth. However, lower

revenue associated with the tapering of
global commodity prices in the medium
term and weaker domestic growth will
translate into persistent deficits. As a result
of the debt-relief arrangement with Eskom,
government debt is expected to increase to
72.6 percent of GDP in 2023 and 74.9 per-
cent by 2025. External balances are expect-
ed to remain sound even as the current ac-
count returns to a deficit.
Risks are tilted to the downside. Lower
external demand for South African com-
modities or worsening transport bottle-
necks constraining export capacity would
further weaken economic growth. Dete-
riorating global financial conditions in
the context of monetary policy tightening
in advanced countries could weaken the
South African rand, increase inflation,
and raise the borrowing costs for the
government (about a quarter of domestic
debt is held by foreign investors). Do-
mestically, persistent weak growth and
job prospects may fuel social discontent.
Moreover, rising crime and deteriorating
state capacity could further hamper busi-
ness confidence and investment and af-
fect the government’s capacity to imple-
ment much-needed reforms.

TABLE 2 South Africa / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -6.3 4.9 2.0 0.5 1.3 1.6

Private Consumption -5.9 5.6 2.6 1.7 1.7 1.7
Government Consumption 0.8 0.6 0.9 -2.7 -0.6 -0.4
Gross Fixed Capital Investment -14.6 0.2 4.7 4.2 4.9 4.4
Exports, Goods and Services -11.9 10.0 7.5 2.3 3.0 3.0
Imports, Goods and Services -17.4 9.5 14.2 4.5 4.5 3.5

Real GDP growth, at constant factor prices -5.9 4.7 2.1 0.5 1.3 1.6
Agriculture 14.9 8.8 0.3 2.7 2.0 2.0
Industry -12.5 6.1 -2.3 -1.2 0.5 1.1
Services -4.4 4.1 3.6 1.0 1.5 1.7

Inflation (Consumer Price Index) 3.3 4.5 6.9 5.5 4.5 4.5

Current Account Balance (% of GDP) 2.0 3.7 -0.5 -1.6 -1.9 -2.2
Net Foreign Direct Investment Inflow (% of GDP) 1.5 9.8 0.5 0.7 0.7 0.7

Fiscal Balance (% of GDP)a -9.9 -4.6 -4.2 -4.4 -4.1 -3.4
Revenues (% of GDP) 25.1 27.8 28.5 27.7 27.7 27.9
Debt (% of GDP) 70.2 68.0 71.1 72.6 73.7 74.9
Primary Balance (% of GDP) -5.8 -0.4 0.5 0.5 0.8 1.7

International poverty rate ($2.15 in 2017 PPP)b,c 22.7 21.8 21.5 21.5 21.4 21.3

Lower middle-income poverty rate ($3.65 in 2017 PPP)b,c 42.8 41.4 41.1 41.1 41.1 40.9

Upper middle-income poverty rate ($6.85 in 2017 PPP)b,c 63.8 62.8 62.6 62.6 62.6 62.5

GHG emissions growth (mtCO2e) -2.6 4.0 7.5 -5.7 -0.7 0.7
Energy related GHG emissions (% of total) 77.7 78.5 79.6 78.4 78.0 77.8

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ As in the 2023 Budget Review, the Eskom debt-relief arrangement is reported below the line.
b/ Calculations based on 2014-LCS. Actual data: 2014. Nowcast: 2015-2022. Forecasts are from 2023 to 2025.
c/ Projection using neutral distribution (2014) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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SOUTH SUDAN
Table 1 2022
Population, million 11.4

GDP, current US$ billion 5.2

GDP per capita, current US$ 457.1

International poverty rate ($2.15)a 67.3

Lower middle-income poverty rate ($3.65)a 86.5

Upper middle-income poverty rate ($6.85)a 96.6

Gini indexa 44.1

School enrollment, primary (% gross)b 73.0

Life expectancy at birth, yearsb 55.5

Total GHG emissions (mtCO2e) 60.6

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2016), 2017 PPPs.
b/ WDI for School enrollment (2015); Life expectancy
(2020).

Falling oil production will continue to

drag on growth for a third consecutive

year, although the pace of decline is less-

ening. Climate and external shocks, and

declining official development assistance

– coupled with structural challenges re-

lated to weak governance, inadequate ser-

vice delivery, and ongoing localized con-

flict – contributed to high levels of food

insecurity and widespread extreme pover-

ty. Key downside risks include heightened

conflict, oil price volatility, and climate

shocks amid limited fiscal resources and

pressing humanitarian needs.

Key conditions and
challenges

A decade after independence, South Su-
dan’s development prospects remain con-
strained by high levels of fragility amid lo-
calized conflict. A 2018 peace agreement
ended five years of civil war; however, the
transition period needed for its full imple-
mentation has been extended until 2025.
The country is vulnerable to climate change
and external shocks. Oil accounts for nearly
all exports and about 90 percent of govern-
ment revenues. A modest economic recov-
ery in 2019 was upended by historic floods
and the COVID-19 pandemic, which led to a
massive loss in oil revenues.
Since 2021, reforms initiated under an Inter-
national Monetary Fund staff-monitored
program have helped improve macroeco-
nomic and price stability. Higher oil prices
following Russia’s invasion of Ukraine have
supported foreign exchange buffers and fis-
cal revenues, although expenditures have
also increased. Poverty remains dire, with 7
in 10 people living in extreme poverty.
Some 8.9 million people, comprising 78 per-
cent of the population, face severe food in-
security, which is compounded by higher
global food prices and domestic floods. In
addition, 2.2 million people are internally
displaced (55 percent of whom are women
and girls), and 2.3 million remain refugees
in neighboring countries.
External risks relate to adverse global oil
and food prices, which reduce scarce fiscal
resources amid pressing humanitarian

needs. Implementing the 2018 peace deal
is essential for domestic peace and stabili-
ty, and the resumption of growth. Macro-
economic, governance, and transparency
reforms are urgently needed to ensure
scarce resources are spent on develop-
ment needs and to facilitate a sustainable
and inclusive economic recovery. Reforms
and investments are especially critical in
agriculture, which supports livelihoods
for 80 percent of the population; these
will help to support diversification away
from the oil sector, create jobs, and build
resilience to climate change.

Recent developments

Economic activity remained weighed
down by a fourth consecutive year of
flooding, violence flareups, higher food in-
flation due to the war in Ukraine, and lin-
gering impacts of the COVID-19 pandem-
ic. Oil production fell by 7.6 percent in
FY22 due to floods and low investments
in oil fields. Agricultural prospects remain
weak with reduced yields in crop produc-
tion due to widespread floods and pro-
longed dry spells. These dynamics reduce
households’ purchasing power and wors-
en food insecurity. GDP contracted by an
estimated 2.3 percent in FY22, following a
5.1 percent decline the previous year.
Tighter monetary policy and successful
exchange rate reforms have helped to
ease price pressures: barring mid-2022
when the South Sudanese pound depre-
ciated briefly, inflation has remained in
negative territory since November 2021.

FIGURE 1 South Sudan / Exchange rate developments

0

50

100

150

200

250

300

0

100

200

300

400

500

600

700

800

Spread (rhs) Official XR (lhs) Parallel XR (lhs)

Spread percentSSP/USD

Sources: Bank of South Sudan and World Bank.

FIGURE 2 South Sudan / Actual and projected poverty
rates and real GDP per capita
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Urban inflation, proxied by official Juba
consumer price index data, picked up
in the first half of FY23, reflecting pass-
through from earlier depreciation. The ex-
change rate premium between official and
parallel markets increased from 1.4 per-
cent in November 2022 to 4.7 percent in
January 2023, following the appreciation
of the US dollar and drawdowns on for-
eign exchange reserves at the central bank
since October 2022.
Notwithstanding higher oil revenues, fis-
cal pressures proved greater than antici-
pated in FY22. Expenditure outturns ex-
ceeded planned outlays by 168 percent,
offsetting higher oil revenues and causing
the government to return to oil advances
and monetary financing of the fiscal deficit
in mid-2022. Higher oil prices, and rev-
enue and customs administration reforms
lifted overall revenues by 55 percent.
The FY23 draft budget envisages sustained
increases in capital expenditures, a 20 per-
cent increase in public sector salaries to pro-
tect against the impact of inflation, and ris-
ing transfers to regions, which will further
widen the fiscal deficit. Public financial
management reforms to strengthen expen-
diture controls and cash management have

been initiated, including an integrated fi-
nancial management information system
(IFMIS). But there is limited transparency
on oil revenues, including servicing of
non-concessional external debt. South Su-
dan remains at a high risk of debt distress
for both external and domestic debt.
Despite increased oil receipts and weaker
demand for capital imports, the current
account balance widened in line with ris-
ing food import costs, increased repatri-
ation of investors’ profits, and continued
transfers to Sudan.

Outlook

GDP growth is expected to remain negative
in FY23, reflecting the continued impact of
floods on agricultural and oil output, with
oil production projected to drop by 3.7 per-
cent. Nonetheless, higher government cur-
rent spending and expanding domestic
credit should support a recovery in the non-
oil sector, with farm output also expected to
improve as floods eventually recede.
Over the medium term, growth should rise
to above 2 percent as oil output recovers and

non-oil activity improves, supported by
higher government outlays on critical pub-
lic investments in roads, health, and educa-
tion, and moderating inflation. This outlook
is predicated on prudent monetary and fis-
cal policies that anchor macroeconomic sta-
bility; progress on governance, transparen-
cy, and structural reforms; and steady im-
plementation of the peace deal. Pressure on
the current account balance is expected to
increase from higher debt-service obliga-
tions, a decline of oil prices, and a decline in
international aid in the face of the fallout
from the war in Ukraine.
Poverty is expected to remain stagnant at
around 70 percent in the medium term as
real growth prospects are limited. Ad-
dressing this reinforces the urgency of fis-
cal and public financial management re-
forms that generate budgetary resources to
increase social expenditures. While efforts
to modernize tax administration using dig-
ital solutions and expand the tax base will
help, fiscal pressures will remain substan-
tial given sizable debt-service obligations,
the reduction of legacy arrears, and rising
social and humanitarian expenditures. It
is, thus, also vital to strengthen the man-
agement and transparency of oil revenues.

TABLE 2 South Sudan / 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 -5.1 -2.3 -0.4 2.3 2.4

Real GDP growth, at constant factor prices 9.5 -5.1 -2.3 -0.4 2.3 2.4
Agriculture 6.0 -4.0 -1.8 -1.4 2.8 2.8
Industry 27.5 -2.3 -4.8 -2.2 1.2 1.2
Services -9.6 -9.7 1.7 2.7 3.8 4.0

Inflation (Consumer Price Index) 33.3 43.1 22.0 18.0 16.1 8.5

Current Account Balance (% of GDP) -20.3 -5.5 -1.4 4.2 3.8 3.6
Net Foreign Direct Investment Inflow (% of GDP) -0.4 0.9 1.0 -0.4 -0.9 -1.4

Fiscal Balance (% of GDP) -9.8 -6.8 -6.1 4.0 5.6 6.0
Revenues (% of GDP) 29.5 30.9 30.1 31.6 30.7 30.5
Debt (% of GDP) 40.7 57.6 59.5 53.7 47.4 42.9
Primary Balance (% of GDP) -7.8 -4.4 -4.0 5.3 6.8 7.3

International poverty rate ($2.15 in 2017 PPP)a,b 65.3 67.5 68.9 69.7 69.6 69.5

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 84.7 86.6 87.7 88.1 88.1 88.0

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 96.1 96.7 97.1 97.3 97.3 97.2

GHG emissions growth (mtCO2e) -0.2 0.6 0.1 0.0 0.1 0.4
Energy related GHG emissions (% of total) 3.0 2.9 2.9 2.9 3.1 3.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2016-HFS-W3. Actual data: 2016. Nowcast: 2017-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2016) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.

MPO Apr 23287



SUDAN
Table 1 2022
Population, million 46.9

GDP, current US$ billion 51.7

GDP per capita, current US$ 1102.2

International poverty rate ($2.15)a 15.3

Lower middle-income poverty rate ($3.65)a 49.7

Upper middle-income poverty rate ($6.85)a 86.2

Gini indexa 34.2

School enrollment, primary (% gross)b 79.0

Life expectancy at birth, yearsb 65.6

Total GHG emissions (mtCO2e) 127.5

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2014), 2017 PPPs.
b/ WDI for School enrollment (2018); Life expectancy
(2020).

The October 2021 military takeover weak-

ened domestic activity, slowing progress

toward debt relief as part of the heavily

indebted poor countries initiative. Despite

food insecurity, floods, higher input costs,

and supply shortages, good rains helped

agriculture recover. Growth is projected

at 0.4 percent in 2023 following five years

of recession. Inflation remains in double

digits. The population living on less

than US$2.15 per day is estimated to

have risen from 30.6 percent in 2021 to

32.3 percent in 2022.

Key conditions and
challenges

The October 2021 military takeover has
come at a high economic cost for Sudan
and has slowed progress in receiving debt
relief under the HIPC initiative. Sudan’s
economy contracted for four consecutive
years between 2018 and 2021, resulting in
a cumulative 10.4 percent decline in out-
put. The pause in foreign inflows caused
depreciation pressures, leading the Cen-
tral Bank of Sudan to shift to a fully flex-
ible exchange rate for a brief period in
March 2022. Consequently, the currency
rapidly depreciated from SDG 600 to SDG
800 per US dollar in one week. The cen-
tral bank immediately reverted to a man-
aged float to curb the sharp depreciation
and reduce the spread between the paral-
lel and formal market rates. An appropri-
ately valued and stable exchange rate is
central to achieving sustained and inclu-
sive economic growth.
Sudan is vulnerable to risks primarily
from political and macroeconomic uncer-
tainties and continued spillovers from
Russia’s invasion of Ukraine. Although
an agreement framework that sets the
groundwork for establishing a civilian-
led transitional government was signed in
early 2023, the political context remains
uncertain and unstable. Macroeconomic
risks remain high even with efforts to re-
duce subsidies and contain inflation. Ac-
cess to external finance is also limited.
Moreover, Sudan is vulnerable to natural

hazards, including localized flooding,
drought, and locust infestations. Food in-
security will likely worsen if more climate
shocks occur amid rising global commod-
ity prices. Mitigating these risks will re-
quire resolving the political situation and
maintaining economic stability.

Recent developments

The pace of GDP contraction slowed to an
estimated 1 percent in 2022, backed by sta-
ble agriculture and livestock production
and modest growth in gold exports. How-
ever, both the manufacturing and service
sectors shrank (0.7 percent and 3 percent,
respectively) due to continued fiscal tight-
ening from substantially higher taxes and
fees, ongoing civil disturbances, and dis-
rupted business logistics.
The fiscal deficit increased from 0.3 per-
cent of GDP in 2021 to 1.7 percent of
GDP in 2022, reflecting budget rigidities.
Spending in 2022 rose by 131 percent
to reach 11.7 percent of GDP, as wage
expenditures more than tripled, while
transfers (including social benefits and
transfers to states) increased more than
fivefold. Despite the nominal increase,
spending contracted in real terms. The
authorities continued efforts to reduce
subsidies, which declined from 3.8 per-
cent in 2021 to 2.9 percent of GDP in
2022. The deficit was financed by higher
taxes, transit tariffs, customs duties, and
domestic borrowing. Public debt declined
to 183.6 percent of GDP in 2022 (from
215.6 percent in 2021).

FIGURE 1 Sudan / Real GDP growth and sectoral
contributions to real GDP growth
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FIGURE 2 Sudan / Actual and projected poverty rates and
real GDP per capita
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Average annual inflation declined from
359.7 percent in 2021 to 164.2 percent
in 2022, driven by a slowdown in base
money growth due to reduced moneti-
zation. Weak domestic demand also con-
tributed to slow inflation. After rapidly
depreciating in March, the currency re-
mained relatively stable, with the premi-
um between the parallel and official rate
averaging 0.6 percent from April 2022.
As of end-December 2022, the parallel
exchange rate stood at SDG 580 per US
dollar and the official rate averaged SDG
575 per US dollar. Strong export per-
formance (especially for gold and live-
stock), higher oil transit fees, and low-
er domestic demand helped narrow the
current account deficit to 6 percent of
GDP in 2022. Gross international reserves
fell to roughly US$1.2 billion in 2022 (1.4
months of imports), down from US$1.63
billion at end-2021.
Although official poverty statistics are not
available after 2014, the percentage of the
population living on less than US$2.15 per

day (2017 PPP) is estimated to have in-
creased from 20.4 percent in 2018 to 32.9
percent in 2023. The protracted economic
crisis contributed to an estimated 12-per-
centage-point increase in extreme poverty.

Outlook

The economy is expected to recover at a
weak pace of 0.4 percent in 2023, weighed
down by the slow resolution of Sudan’s
political crisis and as widespread social
unrest and insecurity persist. Thereafter,
GDP growth is expected to average around
2 percent between 2023 and 2025, driven
by rising agricultural output and exports
of livestock, as well as mining and services.
Inflation is expected to continue declining,
reflecting the authorities’ aim to contain
the fiscal deficit and limit monetization.
However, it will remain elevated given do-
mestic shortages coupled with high import
prices for consumer goods and production

inputs. The central bank aims to reduce
base money supply growth to 27 percent in
2023 from 49.4 percent in 2022.
The current account is expected to remain
in a significant deficit over 2023-25, reflect-
ing Sudan’s low domestic production and
high import requirements. A persistent
trade deficit will continue to impede the
accumulation of foreign reserves and hin-
der investor sentiment. The fiscal deficit
is projected to average about 2.5 percent
of GDP over the medium term, reflecting
higher outlays on wages and transfers.
Subsidies are expected to continue to de-
cline. In the absence of grants to finance in-
creased wages and transfers, the govern-
ment is expected to delay capital spending
and rely on trade receipts from exports of
gold and animal products.
Projections suggest that extreme poverty
will continue to increase until 2024. Even
though extreme poverty is expected to
stagnate at around 33 percent up to 2025,
poverty rates measured by all poverty
lines are still high.

TABLE 2 Sudan / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -3.6 -1.9 -1.0 0.4 1.5 2.0

Private Consumption -3.4 -0.8 -0.3 1.1 1.8 2.1
Government Consumption -8.8 -9.8 -3.0 -2.7 1.3 2.3
Gross Fixed Capital Investment -2.0 -2.1 -1.6 0.1 1.0 1.4
Exports, Goods and Services 5.2 2.0 4.5 6.0 12.0 15.0
Imports, Goods and Services -9.0 -0.5 6.0 5.0 5.5 5.5

Real GDP growth, at constant factor prices -3.6 -1.9 -1.0 0.4 1.6 2.0
Agriculture -2.5 -0.6 1.0 1.2 1.5 1.7
Industry -5.7 -0.7 -0.7 1.7 2.7 3.0
Services -3.0 -3.9 -3.0 -1.4 0.7 1.6

Inflation (Consumer Price Index) 163.3 359.7 164.2 75.0 35.0 20.0

Current Account Balance (% of GDP) -21.6 -7.3 -6.0 -7.0 -7.6 -7.8
Net Foreign Direct Investment Inflow (% of GDP) -2.7 -1.6 -1.3 -1.6 -2.0 -2.0

Fiscal Balance (% of GDP) -5.9 -0.3 -1.7 -2.0 -2.4 -2.5
Revenues (% of GDP) 4.8 10.5 10.0 10.5 11.0 11.2

Debt (% of GDP)a 281.4 215.6 183.6 167.3 157.9 149.5
Primary Balance (% of GDP) -5.9 -0.3 -1.4 -1.6 -2.0 -2.1

International poverty rate ($2.15 in 2017 PPP)b,c 27.3 30.6 32.4 32.9 32.9 32.9

Lower middle-income poverty rate ($3.65 in 2017 PPP)b,c 64.4 67.6 69.0 69.3 69.4 69.4

Upper middle-income poverty rate ($6.85 in 2017 PPP)b,c 91.9 92.9 93.4 93.5 93.5 93.5

GHG emissions growth (mtCO2e) 0.0 -0.1 0.4 0.9 1.3 1.5
Energy related GHG emissions (% of total) 16.6 16.6 16.9 17.4 17.9 18.5

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Debt projections do not include any restructuring achieved during the HIPC process.
b/ Calculations based on 2014-NBHS. Actual data: 2014. Nowcast: 2015-2022. Forecasts are from 2023 to 2025.
c/ Projection using neutral distribution (2014) with pass-through = 1 (High (1)) based on GDP per capita in constant LCU.
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TANZANIA
Table 1 2022
Population, million 65.6

GDP, current US$ billion 75.5

GDP per capita, current US$ 1151.4

International poverty rate ($2.15)a 44.9

Lower middle-income poverty rate ($3.65)a 74.3

Upper middle-income poverty rate ($6.85)a 92.3

Gini indexa 40.5

School enrollment, primary (% gross)b 97.2

Life expectancy at birth, yearsb 66.4

Total GHG emissions (mtCO2e) 159.8

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2018), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Tanzania’s economy has maintained its

growth momentum, expanding by 4.6

percent in 2022, up from 4.3 percent in

2021. GDP per capita rose by 1.4 percent

in 2022 and the international poverty

rate dropped marginally by 0.3 percent-

age points. Headwinds from high com-

modity prices kept growth below poten-

tial, however. Sustaining the growth mo-

mentum hinges on the Government facili-

tating private sector investment that cre-

ates jobs. The economy continues to face

headwind as result of ongoing Russia’s

invasion of Ukraine.

Key conditions and
challenges

Tanzania’s economy emerged from the
pandemic in relatively good shape because
of strong macroeconomic conditions: rel-
atively low and stable inflation and man-
ageable external and fiscal balances. How-
ever, the economic recovery has been rel-
atively subdued due to strong headwinds
associated with the war in Ukraine and the
weak domestic business environment,
which reduced private investment, includ-
ing FDI. Tanzania’s private sector has been
challenged by a costly business regulatory
environment, high taxes, weak infrastruc-
ture, and inadequate skills.
The elasticity of poverty reduction to
growth has been very low, indicating the
importance of policy measures to ensure
growth benefits all households including
the poor, for example through public
spending on social sectors and rural infra-
structure. Priority reforms should aim to
strengthen the efficiency of public invest-
ment, strengthen debt management and
data transparency, and augment fiscal
space to increase investments in physical
and human capital by enhancing public ex-
penditure efficiency and domestic revenue
mobilization. To enhance the impact of
growth on poverty reduction, investing in
human capital, raising smallholder agri-
cultural productivity, and supporting the
creation of good jobs by facilitating private
sector investment through deregulation
will be essential. Moreover, helping

women access economic opportunities and
assets such as land remains critical.

Recent developments

In 2022, Tanzania maintained its growth
momentum, with estimated real GDP
growth of 4.6 percent, up from 4.3 percent
in 2021 but slightly lower than the authori-
ties’ forecast of 4.9 percent. Led by the ser-
vices and industry sectors, the recovery re-
mained broad-based as all subsectors sur-
passed their pre-pandemic production lev-
els by Q3-2022. This is consistent with high
frequency indicators including cement
production, electricity generation, and
tourist arrivals, all of which grew substan-
tially in 2022. Shocks from global commod-
ity markets and prolonged droughts
pushed headline inflation up, averaging
4.3 percent in 2022 and reaching 4.9 per-
cent (y/y) in January 2023. A combination
of tight monetary policy stance and fuel
subsidies have managed to keep inflation
low relative to Tanzania’s neighbors.
Global headwinds have challenged Tanza-
nia’s external sector. The current-account
deficit widened to an estimated 5.6 percent
of GDP in 2022, up from 3.2 percent of GDP
in 2021, as higher food and fuel prices meant
theimportbillgrewfasterthanexportsearn-
ings. The current account deficit has been
fundedmainlybyexternal loansandforeign
reserves. Gross official liquid reserves of the
BOTdeclinedbyUS$1.2billionoverthepast
oneyearreachingUS$5.2billionatend-2022
(equivalent to 4.7 months of imports). The
Tanzanian Shilling has remined relatively

FIGURE 1 Tanzania / Real GDP growth and sectoral
contributions to real GDP growth
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FIGURE 2 Tanzania / Actual and projected poverty rates
and real GDP per capita
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stable against the currencies of major trad-
ing partners.
During FY2021/22, the overall fiscal deficit
narrowed to 3.6 percent of GDP, down
from 4.0 percent of GDP in FY2020/21. This
performance was due to a combination of
higher tax revenue collections and expen-
diture restraint notwithstanding the im-
plementation of fuel and fertilizer subsidy
programs. Both external and domestic
loans remained almost equally important
for financing the deficit (on net basis). Ac-
cording to the latest debt sustainability
analysis, Tanzania’s public and publicly
guaranteed debt as a share of GDP re-
mains relatively modest at 42.1 percent
of GDP as of FY2022/23. The latest DSA
indicates that Tanzania’s risk of external
debt distress remains moderate.
Only a minor reduction in the poverty rate
is anticipated in 2022. The international
poverty rate for mainland Tanzania is pro-
jected to drop from 44.3 in 2021 to 44.0 per-
cent in 2022, about 0.3 percentage points
below pre-pandemic levels.

Outlook

GDP growth is projected to reach 5.1
percent in 2023 – about 2.2 percent per
capita - as investment increases and ex-
ternal terms of trade improve. Howev-
er, Tanzania is only projected to reach
its potential growth rate of 6 percent in
2025. The current account is projected at
6.1 percent of GDP in 2023 as import
demand to support public investment
remains elevated. Driven by increased
revenue collection from expanding eco-
nomic activities, the fiscal deficit is pro-
jected to narrow marginally to 3.0 per-
cent of GDP in 2023. However, this
hides a large quantity of VAT refunds
and domestic payment arrears that re-
main outstanding and are estimated at
3-4 percent of GDP end 2022. Address-
ing this key issue further to the strategy
the authorities put forward will be crit-
ical to fiscal management.

A deterioration of the external environment
and the slow pace of implementation of do-
mestic policies are the major risks to the
macroeconomic outlook, with real GDP
growth ranging between 4.5 – 5.5 percent in
2023 under alternative scenarios (1.6 to 2.6
percent per capita). Supply shocks and
commodity-price pressures associated
with the war in Ukraine and a slow recov-
ery of global demand coupled with tight-
ening external financial conditions are ma-
jor downside risks. Domestic risks include
slow or incomplete implementation of
structural reforms particularly related to
key issues such as private sector and gen-
der as well as climate change effects on the
agriculture and tourism sectors.
In 2023 poverty is expected to drop by 0.6
percentage points based on a GDP per
capita growth rate of 2.2 percent and the
average poverty to growth elasticity for
Sub-Sahara Africa. A new nationwide in-
tegrated household budget survey will be
conducted in 2023/24 which will enable an
update of the official poverty rate.

TABLE 2 Tanzania / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 2.0 4.3 4.6 5.1 5.6 6.2

Private Consumption 0.9 2.3 4.8 3.8 3.2 3.4
Government Consumption 7.4 9.0 8.4 6.2 4.6 7.3
Gross Fixed Capital Investment 2.4 7.8 9.3 6.8 4.8 7.0
Exports, Goods and Services -8.6 5.2 10.2 12.3 11.5 8.9
Imports, Goods and Services -7.6 9.6 23.7 11.5 1.9 3.6

Real GDP growth, at constant factor prices 2.0 4.3 4.5 5.0 5.6 6.2
Agriculture 3.1 3.7 3.3 3.6 3.8 4.1
Industry 2.5 4.1 4.3 4.8 5.6 6.2
Services 0.9 4.8 5.5 6.1 6.8 7.5

Inflation (Consumer Price Index) 3.3 3.7 4.3 5.2 4.5 3.9

Current Account Balance (% of GDP) -2.5 -3.2 -5.6 -6.1 -4.8 -4.1
Net Foreign Direct Investment Inflow (% of GDP) 1.4 1.6 1.8 2.1 2.4 2.7

Fiscal Balance (% of GDP) -2.9 -3.8 -3.5 -3.1 -2.7 -2.2
Revenues (% of GDP) 14.3 14.5 15.6 16.1 16.1 16.6
Debt (% of GDP) 39.3 42.0 42.2 42.1 41.9 41.3
Primary Balance (% of GDP) -1.3 -2.1 -1.8 -1.4 -1.1 -0.7

International poverty rate ($2.15 in 2017 PPP)a,b 44.6 44.3 44.0 43.4 42.8 42.1

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 74.1 73.8 73.6 73.2 72.7 72.2

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 91.9 91.7 91.3 90.8 90.2 89.6

GHG emissions growth (mtCO2e) 0.8 0.8 1.5 1.9 1.7 1.6
Energy related GHG emissions (% of total) 10.0 9.4 9.4 9.7 9.8 9.9

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 2013- and 2018-HBS. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection using point to point elasticity at regional level with pass-through = 0.7 based on GDP per capita in constant LCU.

MPO Apr 23291



TOGO
Table 1 2022
Population, million 8.8

GDP, current US$ billion 8.4

GDP per capita, current US$ 952.3

International poverty rate ($2.15)a 28.1

Lower middle-income poverty rate ($3.65)a 56.8

Upper middle-income poverty rate ($6.85)a 84.0

Gini indexa 42.4

School enrollment, primary (% gross)b 124.2

Life expectancy at birth, yearsb 61.0

Total GHG emissions (mtCO2e) 10.1

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2018), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Following a post-COVID rebound in 2021,

growth moderated in 2022 and 2023 due to

disruptions associated with the Russia’s

invasion of Ukraine while government ef-

forts to address security threats in the

North and higher food and energy prices

led to increased fiscal deficits and higher

debt. Having risen in 2020-23, extreme

poverty is projected to resume its down-

ward trend in 2024-25 as the recovery

strengthens, albeit at a modest pace due to

fiscal consolidation measures.

Key conditions and
challenges

Despite recent shocks, growth in Togo
has shown signs of resilience thanks in
part to increased public spending but the
country is facing rising social, security
and fiscal challenges. The extreme pover-
ty rate (percent of the population liv-
ing below the new international poverty
line of US$2.15 per capita per day, 2017
PPP) is estimated to have increased to
30.6 percent in 2022 (from 29.6 percent
in 2021) largely due to a sharp increase
in consumer price inflation and slowing
agricultural production. The Savanes re-
gion, Togo’s poorest, has experienced an
uptick in terrorist attacks since 2021 as
Jihadist groups operating in the Sahel
expand southward.
A lack of economic opportunity for youth
and weak service delivery further exacer-
bates the situation. Climate change also
constitutes an increasing threat, dispropor-
tionally affecting poorer regions.
Growth is expected to strengthen grad-
ually in 2024-25, as external demand
regains momentum and domestic infla-
tion moderates, but fiscal consolidation
measures and tighter financing condi-
tions will keep a lid on the recovery.
Risks remain tilted to the downside, in-
cluding the possibility of weaker-than-
expected global demand, growing in-
security in the North, fiscal financing
pressures, and climate shocks disrupting
agriculture production.

Recent developments

Real GDP growth is estimated to have
slowed to 4.9 percent in 2022, down from
5.3 percent in 2021, as disruptions associ-
ated with the war in Ukraine led to weak-
ening export revenues and increased cost
of living at home, which was only par-
tially offset by higher public spending. In
particular, a sharp uptick in food and en-
ergy prices led headline inflation to reach
a 20-year high of 7.5 percent in 2022,
which contributed to a significant decel-
eration in consumer spending. Increased
energy and fertilizer costs also negative-
ly impacted the agriculture sector, which
together with more variable rainfall con-
tributed to slowing production. In this
context, extreme poverty increased to 30.6
percent nationwide, and reached up to
45.9 percent in rural areas.
Rising inflation and growing insecurity in
the Savanes region led the government to
implement emergency spending in a re-
vised 2022 budget, including higher sub-
sidies for fertilizers and fuel, tax ex-
emptions, public sector wage and pen-
sion increases amounting to 1.3 percent
of GDP, and new capital expenditure for
security purposes amounting to 2 per-
cent of GDP. These emergency measures,
some of which appear poorly targeted,
contributed to the fiscal deficit increas-
ing to 8.3 percent of GDP in 2022, up
from 4.8 percent in 2021. The govern-
ment was able to meet rising borrowing
needs through additional external con-
cessional financing and higher regional

FIGURE 1 Togo / Real GDP growth and contributions to real
GDP growth
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FIGURE 2 Togo / Actual and projected poverty rates and
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bond issuances where appetite for debt
remained strong throughout the year de-
spite tightening financing conditions.
To counter inflation across WAEMU
countries, the Central Bank of West
African States (BCEAO) raised policy in-
terest rates by a cumulative 75 basis
points in 2022 (to 2.75 percent for liquidi-
ty calls and 4.75 percent for the marginal
lending facility). BCEAO will likely need
to continue tightening in 2023 in line
with other major central banks, and as
foreign exchange reserves have declined,
and inflation remains well above the tar-
get range of 1-3 percent. Furthermore, de-
laying fiscal adjustments towards the re-
gional fiscal deficit target of below 3 per-
cent of GDP by 2025 could exacerbate
debt sustainability risks in some coun-
tries, while increasing regional financing
needs, reducing reserve buffers, and ele-
vating inflationary risks.

Outlook

Growth is projected to stabilize at 4.9 per-
cent in 2023, as an uptick in consumer
spending driven by subsiding energy and
food price inflation should be offset by de-
celerating public investment and external
demand. As the global economy regains
momentum in 2024-25, growth in Togo is
projected to strengthen as well, reaching
5.3 percent in 2024 and 5.5 percent in 2025,
but fiscal consolidation measures and
tighter financing conditions will keep a lid
on domestic demand. While extreme
poverty is expected to remain elevated in
2023, at 30.7 percent, it is projected to grad-
ually decline to 30.1 percent in 2024 and
29.5 percent in 2025 as inflation moderates
and agriculture production recovers,
though still remaining above pre-COVID

levels. The decline in poverty is projected
to be the strongest in rural areas, given the
positive outlook for the agriculture sector.
Lower poverty reduction is expected in ur-
ban areas, reflecting steady but more mod-
erate growth in services activity.
The Government’s fiscal consolidation
plan, which includes reduced capital
spending and increased revenue mobi-
lization, is expected to bring the deficit to
4.5 percent of GDP in 2025, thereby re-
maining above the WAEMU convergence
criterion of 3 percent. While external debt
distress risks are moderate, elevated do-
mestic debt, ongoing refinancing pres-
sures and tighter global financing condi-
tions are a source of vulnerability. Down-
side risks to the outlook also stem from
regional security threats, disruptions from
more frequent extreme weather events,
and uncertainty around global demand
and commodity markets.

TABLE 2 Togo / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 1.8 5.3 4.9 4.9 5.3 5.5

Private Consumption -0.5 5.3 2.1 5.4 5.5 5.3
Government Consumption 2.0 6.4 5.9 3.3 1.3 5.2
Gross Fixed Capital Investment 15.0 8.9 21.8 2.9 6.9 5.8
Exports, Goods and Services -4.7 12.0 5.2 4.9 5.8 6.8
Imports, Goods and Services 0.8 13.8 11.0 3.7 5.8 6.1

Real GDP growth, at constant factor prices 2.0 5.1 5.0 4.9 5.3 5.5
Agriculture 1.3 6.0 3.9 4.5 5.1 5.3
Industry 5.3 6.8 3.1 4.8 6.2 6.4
Services 0.9 4.0 6.3 5.1 4.9 5.2

Inflation (Consumer Price Index) 1.8 4.5 7.5 5.3 3.5 3.0

Current Account Balance (% of GDP) -0.3 -1.3 -5.8 -5.6 -5.3 -4.2
Net Foreign Direct Investment Inflow (% of GDP) 0.7 -1.1 0.9 1.8 2.0 2.0

Fiscal Balance (% of GDP) -6.9 -4.8 -8.3 -6.6 -5.4 -4.5
Revenues (% of GDP) 16.2 17.0 17.4 17.3 16.6 16.3
Debt (% of GDP) 60.4 63.6 68.0 70.1 70.4 69.6
Primary Balance (% of GDP) -4.6 -2.3 -6.0 -3.8 -2.5 -1.9

International poverty rate ($2.15 in 2017 PPP)a,b 28.8 29.6 30.6 30.7 30.1 29.5

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 57.4 58.7 59.0 59.0 58.6 58.1

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 83.9 84.4 84.7 84.5 84.3 84.1

GHG emissions growth (mtCO2e) 2.7 7.8 5.2 3.1 4.6 4.4
Energy related GHG emissions (% of total) 23.1 25.1 25.9 25.2 25.0 25.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2018-EHCVM. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection based on microsimulation model that accounts for differences in sectoral growth, food and nonfood inflation.
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UGANDA
Table 1 2022
Population, million 47.2

GDP, current US$ billion 38.8

GDP per capita, current US$ 822.2

International poverty rate ($2.15)a 42.2

Lower middle-income poverty rate ($3.65)a 71.9

Upper middle-income poverty rate ($6.85)a 91.1

Gini indexa 42.7

School enrollment, primary (% gross)b 102.7

Life expectancy at birth, yearsb 62.9

Total GHG emissions (mtCO2e) 62.5

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2019), 2017 PPPs.
b/ Most recent WDI value (2020).

Uganda’s economy is expected to grow

above 5 percent in FY23, as investment

picks momentum, supported by lower in-

flationary pressures and easier monetary

policy. Reducing the fiscal deficit to 3.5

percent by FY24 would make debt more

sustainable. GDP growth will accelerate

beyond 6 percent in FY24 and FY25, if not

derailed by a global slowdown, disruptions

to global finances and weather shocks.

Poverty will fall as incomes recover.

Key conditions and
challenges

Increased shocks and less momentum be-
hind policy reform create challenges for
sustaining economic growth and reducing
poverty in Uganda. Real GDP per capita
grew by only 1.0 percent per year between
2011 and 2022 in the context of rapid pop-
ulation growth, drought and other exter-
nal shocks, a less supportive external envi-
ronment, and weakening policy and insti-
tutional framework (including centraliza-
tion of policymaking). The pace of poverty
reduction decelerated as most households
rely heavily on agriculture and are vulner-
able to climate change and weather shocks.
Ahead of possibly transitioning into an oil
producer, the Ugandan economy needs to
structurally transform and shift labor into
a more productive employment to reinvig-
orate economic activity and reduce pover-
ty. Labor is not moving to high-productiv-
ity activities. Approximately two-thirds of
the Ugandan workforce remain occupied
in agriculture, which produces less than a
quarter of the GDP. Although services con-
stitute a large share of GDP, many jobs
in the sector are informal and low-skilled.
Given Uganda’s small domestic market
and distortions, international trade must
support this transformation and boost eco-
nomic growth and development.
The private sector must drive this transfor-
mation and diversification. Uganda’s
growth model of debt-financed public
spending—which has emphasized physical

infrastructure—has crowded out private
sector investment and is not sustainable.
A more appropriate role for the state is
to build human capital, facilitate private
investment and job creation, and pur-
sue measures to reduce inequality and
strengthen resilience. The prospects for
the shift to private sector-led growth de-
pend on macroeconomic stability, more
efficient and effective public spending, in-
creased government support for the most
vulnerable, and the uptake of digital and
other innovative technologies.

Recent developments

Uganda’s economy weathered successive
shocks in2022withGDPgrowthexpectedto
recover to 5.7 percent y/y during FY23 (July
2022 to June 2023). A post-COVID-19 recov-
ery in services and industrial sectors offset
the weather-induced decline in agriculture.
An uptick in investments and employment
growth reinforced domestic demand before
lending rates rose in response to a tighter
monetarystancestarting inJune2022.
High-frequency phone surveys find that
employment, labor, and farm incomes im-
proved through November 2022, al-
though more than half of the population
remained moderately food insecure,
while 15 percent were severely insecure.
Due to inflation, the poorest households
in rural areas were unable to access or
buy food in desired amounts.
The external current account deficit is ex-
pected to widen to 9 percent of GDP in FY23
due to a deterioration in the terms of trade.

FIGURE 1 Uganda / Fiscal adjustment

0

10

20

30

40

50

60

0

2

4

6

8

10

12

14

16

18

FY2019 FY2020 FY2021 FY2022 FY2023f FY2024f FY2025f

Public debt (rhs) Primary deficit (lhs)

Domestic revenue (lhs)

Percent of GDP Percent of GDP

Source: Ministry of Finance, Planning and Economic Development.

FIGURE 2 Uganda / Actual and projected poverty rates and
real private consumption per capita
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While Uganda’s exports benefitted from the
surge in commodity prices, the re-opening
of the Rwanda–Uganda border, easing of
non-tariff barriers with Kenya, resumption
of the gold trade, and recovery of tourism,
imports growth has been stronger, partly to
support investments.
Inflation subsided beginning November
2022, thanks to lower international com-
modity prices and Bank of Uganda’s (BoU)
tight monetary policy. In February 2023,
BoU maintained its policy rate at 10 per-
cent, 350 basis points above its level a year
ago, for the fourth consecutive month.
Hence, the annual headline and core in-
flation slid to 9.2 percent and 7.8 percent,
respectively, as the energy and utilities
prices reduced.
Due to shocks, government revenues re-
mained below target, while recurrent
spending overshot the underspending on
the capital budget. The fiscal deficit is ex-
pected at 5.1 percent of GDP and public debt
at 50 percent of GDP. Despite efforts to re-
pay domestic arrears, government’s re-
liance on the domestic market to finance its
deficit hurts the private sector’s recovery.

Outlook

Uganda’s economic growth is expected to
accelerate to above 6 percent per year in
the medium-term, as inflationary pres-
sures subside, BoU eases monetary policy,
and the government relies mainly on rev-
enue collection and spending efficiencies
to cut the deficit. The investments and ex-
ports of oil will support government’s oth-
er promotional efforts for tourism, export
diversification, and agro-industrialization.
Nonetheless, the slowdown of global
growth, disruptions in global financial
conditions, and increasingly volatile
weather remain major downward risks.
Accelerated growth may reduce poverty
(measured at the $2.15/day international
poverty line) from 41.4 percent in 2023 to
39 percent by 2025. But given that house-
holds have limited adaptive capacity, the
pace of poverty reduction will ultimately
depend on how food access and affordabil-
ity evolve, and on the incidence of weather
and any environmental shocks.

Inflation expectations are lower as
global supply chains improve, energy
prices stabilize, and the shilling stabi-
lizes with increased foreign capital in-
flows. Core inflation is projected to re-
turn to the target of 5 percent by De-
cember 2023. However, drought con-
ditions will exert pressure on food
prices and sustain headline inflation
above 6 percent. With the balance of
risks tilted downwards, BoU is expect-
ed to cautiously ease monetary policy
to support economic recovery.
To sustain the fiscal consolidation into
the medium-term, the planned reduction
in recurrent spending is expected to
be followed with improved efficiency in
public investment projects and sustained
revenue effort. A lower fiscal deficit
is expected to reduce debt accumula-
tion and combined with a deliberate ef-
fort to minimize non-concessional bor-
rowing, reduce fiscal risks. The govern-
ment plans to reduce domestic borrow-
ing while maintaining the debt below 50
percent of GDP beyond FY23 to avoid
crowding out the private sector.

TABLE 2 Uganda / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 3.0 3.4 4.7 5.7 6.2 6.7

Private Consumption 2.0 4.2 3.4 5.0 5.3 5.6
Government Consumption 7.9 6.1 -17.4 -0.6 2.2 2.5
Gross Fixed Capital Investment -0.1 5.1 20.1 9.1 8.0 8.3
Exports, Goods and Services -1.2 2.6 -18.6 18.0 16.7 15.3
Imports, Goods and Services -5.4 8.6 -8.9 14.4 11.7 10.6

Real GDP growth, at constant factor prices 3.0 3.4 4.7 5.7 6.2 6.7
Agriculture 4.6 3.8 4.4 4.2 4.0 4.3
Industry 3.1 3.4 5.4 6.3 7.9 8.1
Services 2.2 3.3 4.4 6.1 6.3 7.0

Inflation (Consumer Price Index) 2.3 2.5 3.7 8.3 7.2 5.0

Current Account Balance (% of GDP) -6.7 -10.2 -7.9 -9.0 -10.6 -12.2
Net Foreign Direct Investment Inflow (% of GDP) 2.6 2.1 3.1 5.2 6.3 6.6

Fiscal Balance (% of GDP) -7.1 -9.5 -7.4 -5.1 -3.5 -3.4
Revenues (% of GDP) 13.1 14.7 14.2 15.3 15.5 16.1
Debt (% of GDP) 40.4 49.6 50.7 50.7 49.1 48.0
Primary Balance (% of GDP) -4.8 -6.8 -4.6 -2.0 -1.0 -1.2

International poverty rate ($2.15 in 2017 PPP)a,b 42.6 42.4 42.3 41.4 40.5 39.0

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 72.3 72.0 71.9 71.2 70.5 69.7

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 91.3 91.1 91.1 90.9 90.6 90.3

GHG emissions growth (mtCO2e) 0.6 1.6 3.5 3.7 3.9 4.0
Energy related GHG emissions (% of total) 17.8 16.8 17.1 17.4 17.8 18.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2019-UNHS. Actual data: 2019. Nowcast: 2020-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2019) with pass-through = 0.7 (Low (0.7)) based on private consumption per capita in constant LCU.
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ZAMBIA
Table 1 2022
Population, million 19.6

GDP, current US$ billion 28.3

GDP per capita, current US$ 1445.4

International poverty rate ($2.15)a 61.4

Lower middle-income poverty rate ($3.65)a 77.5

Upper middle-income poverty rate ($6.85)a 90.7

Gini indexa 57.1

School enrollment, primary (% gross)b 98.7

Life expectancy at birth, yearsb 62.4

Total GHG emissions (mtCO2e) 94.5

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2015), 2017 PPPs.
b/ WDI for School enrollment (2017); Life expectancy
(2020).

Challenges in agriculture, mining, and

construction slowed economic growth to

3.9 percent in 2022 after the post-pan-

demic rebound in 2021. Strong momen-

tum in services, continued government

commitment to reform, a boost in busi-

ness confidence from expected debt re-

structuring, and favorable copper prices

should support a modest but steady

growth acceleration in 2023–24.

Key conditions and
challenges

Zambia is in debt distress and requires
debt relief. Weak fiscal discipline, exces-
sive non-concessional borrowing, and
falling copper prices caused external debt
to jump to 66.4 percent of GDP in 2019
from 6.7 percent in 2011. The COVID-19
pandemic exacerbated Zambia’s debt vul-
nerabilities, leading to a default on Eu-
robond payments in 2020. The government
elected in August 2021 has launched policy
reforms and begun a sharp fiscal adjust-
ment but a substantial reduction in the net
present value of Zambia’s debt stock is al-
so required to restore debt sustainability.
Currently, Zambia’s creditors—official
and private—are discussing terms for a
debt restructuring agreement.
In addition, job creation, increased produc-
tivity, and economic transformation is
needed to ensure that future economic
growth lifts more Zambians out of pover-
ty, currently estimated at 62 percent. This
is needed over the medium term to counter
the track record of low and uneven
growth, slow structural change, weak pro-
ductivity especially in agriculture, insuf-
ficient human capital accumulation, and
lack of adequate enablers for private sec-
tor-led growth. The Human Capital Index
shows that a child born in Zambia will be
40 percent as productive when they grow
up as they could be if they enjoyed com-
plete education and full health, which is
below the regional average.

Recent developments

External and domestic headwinds
slowed the pace of recovery in 2022.
Real GDP grew by 3.7 percent, year-
on-year, in Q1–Q3, driven by services
(Figure 1). But falling world copper
prices and operational challenges re-
duced copper production by 4.4 percent
in 2022. Meanwhile, adverse weather
and disruptions in the supply of fer-
tilizer dampened crop output. The cur-
rent account surplus narrowed to 2.3
percent of GDP in 2022 as spillovers
from Russia’s invasion of Ukraine raised
Zambia’s import bill while falling cop-
per prices and output slowed growth
in nominal export revenue. Uncertainty
about debt restructuring reversed port-
folio capital flows, triggering a 28.6 per-
cent depreciation of the kwacha between
September 2022 and February 2023 and
placing pressure on reserves.
Inflation has remained in single digits
since June 2022 and was 9.6 percent (y/y)
in February 2023, supported by fiscal and
monetary restraints. In February 2023, the
Bank of Zambia increased the statutory
reserve ratio on deposits by 2.5 percent-
age points and hiked the policy rate by
25 basis points.
The government remains committed to fis-
cal prudence and in 2022 delivered 6 per-
centage points of GDP improvement in the
primary fiscal balance (commitment basis).
The debt service standstill, controls on re-
current spending, rationalization of capital
projects, and increased income tax revenue

FIGURE 1 Zambia / Real GDP growth and sectoral
contributions to real GDP growth
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FIGURE 2 Zambia / Actual and projected poverty rates and
real GDP per capita
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created space to increase social spend-
ing—ensuring that fiscal consolidation did
not excessively drag growth.
Available data point to a slow and uneven
recovery of household welfare in the last
couple of years. The annual Labor Force
Survey indicates that urban unemploy-
ment returned to pre-COVID-19 levels by
2021 but rural unemployment did not re-
cover from the sharp increase in 2018.
Household earnings, in turn, decreased
across the board 2020–21. A phone survey
from July 2022 found that as many as 50
percent of households did not fully meet
their demands of basic staples, over-
whelmingly citing economic reasons as the
main barrier to access (increased prices or
lack of money).

Outlook

The recovery is expected to strengthen,
with GDP growing by around 4.5 percent

annually 2023–25. A debt restructuring
deal will boost market confidence, exter-
nal capital flows, and macroeconomic sta-
bility. Firmer copper demand from China
and commencement of fertilizer produc-
tion at a newly established domestic plant
will broaden the base of GDP growth.
Completion of reforms to agricultural
policies, business regulations, and the en-
ergy sector will ensure fiscal sustainabili-
ty and promote private sector-led growth.
However, the Bank of Zambia expects in-
flation to rise and remain above its tar-
get band of 6–8 percent over the next
two years on account of inflationary pres-
sure from sustained exchange rate depre-
ciation, increase in energy costs, and lin-
gering external headwinds.
The risks to the outlook are balanced but
there is substantial uncertainty. Sooner-
than-anticipated debt restructuring deal
would create fiscal space, accelerate for-
eign aid delivery, and improve engage-
ment with the international community.
Firmer-than-expected copper prices will

boost the external sector's performance
and support exchange rate stability. How-
ever, the prolonged war in Ukraine will
continue to impact the terms of trade for
Zambia as it heavily depends on imported
petroleum. Growing rainfall variability
leading to floods and sometimes droughts
is a risk that is undermining agriculture
production and rural livelihoods.
Under current GDP-based projections, the
incidence of poverty is projected to slowly
return to pre-pandemic levels by 2025. Pro-
jected sustained growth in the services and
construction sectors are expected to benefit
the urban poor and reverse the recent in-
crease in urban poverty. Progress with rur-
al poverty, however, is more uncertain.
While the agriculture sector is projected to
grow, rates are just above population
growth and the sector is subject to high
volatility. Structural barriers to agricultur-
al productivity and limited ability to cush-
ion external shocks among the rural poor
mean that additional support may be
needed to improve their livelihoods.

TABLE 2 Zambia / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -2.8 4.6 3.9 4.2 4.7 4.8

Private Consumption 3.1 3.6 4.5 4.5 4.5 4.5
Government Consumption 10.8 5.6 -3.4 12.8 8.8 8.8
Gross Fixed Capital Investment -29.7 25.3 9.2 11.3 0.2 7.4
Exports, Goods and Services 21.8 -6.6 6.0 -4.6 3.5 2.6
Imports, Goods and Services 10.6 2.5 9.3 1.6 -0.6 4.7

Real GDP growth, at constant factor prices -2.2 4.7 3.0 4.2 4.7 4.8
Agriculture 17.2 6.9 -3.9 2.0 3.0 3.0
Industry 1.3 4.2 -3.9 1.0 2.5 2.5
Services -6.1 4.7 7.8 6.1 5.9 6.1

Inflation (Consumer Price Index) 15.7 22.3 10.7 11.1 10.1 7.1

Current Account Balance (% of GDP) 10.7 8.4 2.3 3.4 4.3 3.7
Net Foreign Direct Investment Inflow (% of GDP) -1.0 1.9 -2.5 -2.9 -3.5 -4.1

Fiscal Balance (% of GDP) -13.3 -9.3 -7.9 -8.5 -7.7 -6.9
Revenues (% of GDP) 21.0 23.1 21.9 21.5 22.3 20.3
Primary Balance (% of GDP) -7.3 -2.9 -0.2 -0.1 0.7 0.6

International poverty rate ($2.15 in 2017 PPP)a,b 62.7 62.2 61.9 61.7 61.2 60.7

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 78.7 78.5 78.3 78.0 77.5 77.0

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 91.5 91.2 91.1 90.9 90.6 90.4

GHG emissions growth (mtCO2e) 1.0 1.5 0.9 1.0 1.4 1.4
Energy related GHG emissions (% of total) 8.2 8.7 8.8 9.0 9.4 9.9

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 2015-LCMS-VII. Actual data: 2015. Nowcast: 2016-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2015) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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ZIMBABWE
Table 1 2022
Population, million 16.3

GDP, current US$ billion 20.7

GDP per capita, current US$ 1267.0

International poverty rate ($2.15)a 39.8

Lower middle-income poverty rate ($3.65)a 64.5

Upper middle-income poverty rate ($6.85)a 85.0

Gini indexa 50.3

School enrollment, primary (% gross)b 96.1

Life expectancy at birth, yearsb 61.1

Total GHG emissions (mtCO2e) 122.9

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2019), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Real GDP growth is estimated to have

slowed to 3.4 percent in 2022 on the back

of worsening agriculture conditions and

macroeconomic instability. Annual infla-

tion returned to triple digit levels in

2022, driven by both monetary expansion

and external shocks. Poverty levels, albeit

declining, remained elevated. Economic

growth is projected to slow to 2.9 percent

in 2023 and remain subdued in the medi-

um term, reflecting global shocks and

structural bottlenecks.

Key conditions and
challenges

Zimbabwe’s economic development con-
tinues to be hampered by price and ex-
change rate instability, misallocation of
productive resources, high informality,
low investment, and limited structural
transformation. High inflation, multiple
exchange rates, unsustainable debt levels,
and ineffective control over government
spending have increased the cost of pro-
duction, reduced incentives for produc-
tivity-enhancing investment, and encour-
aged informality. Trade integration has
declined, and foreign direct investment
(FDI) remains low, limiting transfer of
new technologies and investment in mod-
ernizing the economy.
High unsustainable debt and arrears to
international financial institutions (IFIs)
limit Zimbabwe’s growth potential. Exter-
nal debt is estimated at 107 percent of
GDP in 2022. The government has pre-
pared an Arrears Clearance, Debt Relief
and Restructuring Strategy, resumed to-
ken payments to IFIs and Paris Club cred-
itors, and initiated a high-level structured
Dialogue Platform with creditors and de-
velopment partners.
Although it has declined since its peak of
2020, extreme poverty remains high in the
context of cyclical agricultural production
and elevated food prices. Persistent infla-
tion, high dependence on low-productivi-
ty agriculture, slow structural transforma-
tion, and intermittent shocks like drought,

natural disasters, and pandemic have con-
tributed to the high rate of poverty and
vulnerability in Zimbabwe.

Recent developments

Real GDP slowed to 3.4 percent in 2022
from 8.5 percent in 2021 on the back of
worsening agriculture conditions and
price and exchange rate instability. Due to
low rainfall, agriculture output contracted
by 14 percent, after growing at double dig-
its in 2021. Triple digit inflation con-
strained private sector demand, while fis-
cal austerity limited growth of government
demand and investment. Mineral ex-
porters benefited from high global prices
and together with tourism contributed
most to overall economic growth.
Inflation returned to triple digits, albeit de-
clining since August 2022, fueled by broad
money expansion and surge in global
prices. Russia’s invasion of Ukraine,
through high food and energy prices, has
exacerbated domestic inflationary pres-
sures that emanated from lose monetary
policy and quasi-fiscal operations, with an-
nual inflation returning to triple digits in
May 2022. End of period inflation reached
244 percent in 2022. However, monetary
tightening, including sharp hike in interest
rates, and fiscal policy measures brought
inflation down to 230 percent in January
2023. Further, the relative relaxation on
foreign currency auction controls con-
tributed to declining parallel market pre-
mium from over 93 percent in July 2022 to
30 percent in February 2023. Despite still

FIGURE 1 Zimbabwe / Exchange rates
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FIGURE 2 Zimbabwe / Actual and projected poverty rates
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high inflation, the Central Bank reduced
the interest rate from 200 percent per an-
num to 150 percent in February 2023.
The fiscal deficit was contained for a fourth
year in a row, but quasi-fiscal operations
continued. The fiscal deficit is estimated at
1.5 percent of GDP in 2022, from 1.7 per-
cent in 2021. Additional spending driven
by inflation was matched by higher rev-
enue. The large part of additional spend-
ing was allocated for wages, public invest-
ment, procurement of grain, and social
protection. Revenues increased significant-
ly due to high inflation and exchange rate
valuation gains as some of the taxes (45
percent) were collected in U.S. dollars.
The current account remained in surplus
though narrowing from 1.5 percent of GDP
in 2021 to 1.1 percent in 2022 as trade
deficit widened. The merchandise trade
deficit increased sharply as import growth
continued to outpace growth of exports on
the back of high global prices. However,
strong remittances and improvements in
tourism receipts from abroad kept the cur-
rent account in surplus.
The job loss and economic disruptions as-
sociated with the COVID-19 pandemic
have mostly dissipated. The modest eco-
nomic growth in 2022 translated into a

marginal decline in the international
poverty rate. Nevertheless, about 6.2 mil-
lion people lived below the international
poverty line in 2022.

Outlook

Real GDP growth is projected to slow fur-
ther to 2.9 percent in 2023 and remain
subdued in the medium term, reflecting
global shocks, structural bottlenecks, and
price and exchange rate instability.
Growth in 2023 will be driven mostly
by agriculture, mining, and further recov-
ery of tourism and other related services.
Agriculture output is expected to grow
on account of better rains, but costly in-
puts and financing issues are likely to
weigh on yields of key crops.
Downside risks to the outlook are high re-
flecting potential policy loosening prior to
elections, sharp global slowdown of
growth, volatile commodity prices, and cli-
mate change. Inflation will slow down but
remain in triple-digits in 2023. Further
monetary tightening and liberalization of
the exchange rate could bring inflation to
double-digit levels from 2024.

The fiscal deficit is projected to increase
in 2023, reflecting election spending pres-
sures. Higher wages and transfers will dri-
ve expenditure while investments in pub-
lic infrastructure are expected to be moder-
ate. Revenue will continue to benefit from
high inflation and exchange rate depreci-
ation. With limited access to concessional
financing and rising costs of commercial
financing, financing of future deficits will
become more difficult, necessitating fur-
ther fiscal consolidation. The current ac-
count surplus will continue shrinking, re-
flecting increase in imports and slowdown
in remittances inflows.
The international poverty rate is expected
to decline modestly in the medium term
along with the projected increase in GDP
per capita. Although the agriculture sec-
tor is expected to do relatively well
thanks to the timely rain, high food prices
and slow economic growth will continue
to retard the pace of poverty reduction.
Breaking the correlation of household
welfare with the weather cycles, increas-
ing labor productivity through capital
deepening and structural transformation,
and instituting a robust social protection
system are the structural priorities to re-
duce poverty and vulnerability.

TABLE 2 Zimbabwe / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -7.8 8.5 3.4 2.9 3.4 3.4

Private Consumption -2.7 4.7 3.4 3.5 3.2 3.2
Government Consumption -23.8 142.1 0.8 2.6 1.9 2.2
Gross Fixed Capital Investment -4.1 -3.8 6.9 1.1 5.6 5.3
Exports, Goods and Services -39.8 41.1 6.0 2.8 3.8 3.8
Imports, Goods and Services -29.0 54.8 5.5 3.1 3.1 3.1

Real GDP growth, at constant factor prices -7.7 8.4 3.4 2.9 3.4 3.4
Agriculture 4.1 17.5 -14.1 3.0 3.4 3.4
Industry -8.2 6.4 7.4 3.3 3.5 3.7
Services -9.6 7.7 5.1 2.7 3.3 3.2

Inflation (Consumer Price Index) 557.2 98.5 193.4 124.0 74.0 54.0

Current Account Balance (% of GDP) 3.0 1.5 1.1 0.4 0.7 0.5
Net Foreign Direct Investment Inflow (% of GDP) 0.7 0.4 0.8 0.7 0.6 0.5

Fiscal Balance (% of GDP) 1.5 -1.7 -1.5 -1.7 -1.5 -1.5
Revenues (% of GDP) 13.3 15.2 18.9 17.6 17.5 17.8
Debt (% of GDP) 92.1 81.7 111.6 106.2 87.2 79.2
Primary Balance (% of GDP) 1.5 -1.7 -1.4 -1.6 -1.1 -1.4

International poverty rate ($2.15 in 2017 PPP)a,b 43.9 41.4 40.8 40.5 40.0 39.5

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 68.1 65.8 65.4 65.2 64.8 64.1

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 86.9 85.6 85.4 85.3 85.1 84.9

GHG emissions growth (mtCO2e) -1.3 3.2 2.3 1.6 1.7 1.8
Energy related GHG emissions (% of total) 10.7 11.4 12.1 12.2 12.3 12.5

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 2019-PICES. 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.
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