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This outlook reflects information available as of April 10, 2025.

ALBANIA

Growth remained strong in 2024, at around 3.9 percent, dri-
ven by private consumption, tourism, and construction,

while inflation pressures eased. Poverty slightly declined amid
ongoingjobandwage expansion. Rising geopolitical tensions
anduncertaintyin trade policy pose risks to the medium-term
outlook, as prospects hinge on external demand and continu-
ityinstructuralreforms. European Union (EU) accession efforts
are expected to supportconvergence and long-term growth.

Key conditions and challenges

Albania is an open economy, leveraging its EU proximity for
exports, investment, and remittances. Growth has averaged
3 percent annually over the 10 years, yet Albania’s per capi-
ta income remains one-third of the EU average (2021 real
US$). Despite structural challenges, the economy has shown
resilience to 2019-2022 crises, averaging 4.2 percent growth
per annum in 2022-2024, supported by increased trade with
the EU, a strong tourism sector, and hydropower production,
which meets up to 90 percent of energy demand in normal
rainfall years.

The exchange rate has appreciated significantly in recent
years, reflecting sustained inflows from export earnings,
remittances, and foreign investment. While signaling
economic strength, this also made Albanian goods less
competitive abroad.

Structural challenges restraining long-term growth and income
convergence include outmigration, an aging population, weak
labor force skills, and fiscal pressures from weather-related
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risks. Addressing these challenges requires raising addi-
tional government revenues and increasing spending ef-
ficiency, alongside accelerating EU- aligned reforms to en-
hance productivity, the business environment, and market
integration. While poverty has declined, inclusive growth
policies and stronger social protection are needed to support
vulnerable groups.

Recent developments

Growth held steady at 4 percent in the first three quarters
of 2024, mirroring the 2023 performance. Services and con-
struction led the expansion, while industry and agriculture
slowed. On the demand side, private consumption and invest-
ment drove growth, while net exports weighed negatively, due
to a slowdown in goods exports. Economic sentiment indica-
tors suggest higher domestic confidence (Figure 1). The em-
ployment rate averaged 68.6 percent in 2024, with male and fe-
male employment rates rising by 2.0 and falling by 0.3 percent-
age points, respectively. Unemployment declined to 9.4 per-
cent, with youth unemployment (15-29) remaining high at 18.9
percent. Administrative data shows that the average wage grew

FIGURE 1 / Economic sentiment index (ESI) and GDP growth
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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This outlook reflects information available as of April 10, 2025.

by 9.8 percent in 2024, with increases across all economic
sectors. Overall, poverty declined by 1.7 percentage points to
reach 17.3 percent.

In 2024, inflation more than halved relative to 2023, averaging
2.2 percent, mainly due to lower import-driven pressures. Do-
mestic inflationary pressures are now the main driver of rising
consumer prices. As of December 2024, fiscal performance re-
mained robust, with revenues growing by 10.4 percent versus
8.0 percent for expenditures. Capital spending was sluggish but
gained momentum late in the year, ending 2024 with an 87
percent execution rate. Cash balances remained stable, ensur-
ing ample liquidity. The primary surplus adhered to fiscal rules,
while the overall budget deficit stayed low at 0.8 percent of
GDP. Public debt continued to decline, reaching 54.2 percent
of GDP in 2024, driven by fiscal consolidation and exchange
rate appreciation.

Credit expansion remained strong through December 2024,
growing by 12 percent y-o-y, with double-digit increases for
both private businesses and households. Gross non-perform-
ing loans declined to 4.2 percent in December 2024 from
4.7 percent in 2023. During Q1-Q3 2024, the current account
deficit widened to an estimated 1.5 percent of GDP but re-
mained below the five-year average. This was mainly due to
a rising trade deficit resulting from the continued decline in
goods exports and rising goods imports, while primary and
secondary income balances improved. Net foreign direct in-
vestment (FDI) continued performing strongly, increasing by
6.1 percent y-o-y. Foreign currency reserves reached USD 6.6
billion as of December 2024, up from USD 6.4 billion in the
previous year.

Outlook

Economic growth is expected to moderate to 3.2 percent in 2025
and 3.1 percent in the medium-term, amidst global trade policy un-
certainty and the evolving global outlook. Poverty is projected to
decline to 16 percent. Inflation is expected to increase and reach
the 3 percent target and fluctuate around that level in the medium-
term. This trajectory will be shaped by ongoing domestic pressures,
including wage growth, as well as disrupted supply chains driven by
shifts in trade policy.

The current account deficit is expected to fluctuate around 3.7 per-
cent of GDP from 2025, rising to 4.1 percent by 2027 but remain be-
low the historical average. While major public capital investments
will drive higher imports, continued improvements of service ex-
ports will help keep the deficit below historical levels. Albania’s pri-
mary fiscal balance is expected to remain positive from 2025 on-
ward, averaging 0.4 percent of GDP. This projection assumes par-
tial execution of capital expenditures and does not fully reflect
the Medium-Term Revenue Strategy 2025- 2027. Meanwhile, pub-
lic debt will decline further, reaching an average of 52.8 percent of
GDP over 2025-2027.

Risks to the outlook include heightened geopolitical tensions and
further uncertainty surrounding global trade and economic poli-
cies. These factors could further impact near-term growth in
the EU, which remains Albania's key economic partner. Domes-
tic fiscal risks from public-private partnerships and state-owned
enterprises add to vulnerabilities. However, effective EU Growth
Agenda implementation and strong tourism receipts represent
upsides to the uncertainty.

Recent history and projections 2022 2023 2024e  2025f  2026f  2027f
Real GDP growth, at constant market prices 4.8 3.9 3.9 3.2 3.1 3.1
Private consumption 6.1 3.2 4.2 3.4 3.2 3.3
Government consumption 2.3 49 6.8 0.7 0.9 0.6
Gross fixed capital investment 1.6 1.0 6.1 7.0 5.3 5.2
Exports, goods and services 17.0 9.5 0.6 3.5 3.5 3.7
Imports, goods and services 11.5 0.2 3.8 5.5 4.5 4.5
Real GDP growth, at constant factor prices 5.1 4.9 3.9 3.2 3.0 3.0
Agriculture -4.8 -1.8 0.2 0.3 0.3 0.3
Industry 4.3 -2.4 1.8 2.9 3.2 3.6
Services 8.2 7.9 5.2 3.9 3.5 3.5
Employment rate (% of working-age population, 15 years+) 52.9 53.9 53.5 53.5 53.5 53.5
Inflation (consumer price index) 6.7 4.8 2.2 3.0 3.0 3.0
Current account balance (% of GDP) -5.9 -1.2 -2.4 -3.7 -4.0 -4.1
Net foreign direct investment inflow (% of GDP) 6.6 5.8 5.0 5.6 5.9 6.2
Fiscal balance (% of GDP) -3.6 -1.3 -0.8 -2.1 -1.6 -1.9
Revenues (% of GDP) 26.6 27.2 28.1 28.4 28.5 28.3
Debt (% of GDP) 64.1 57.5 54.2 53.7 52.7 51.9
Primary balance (% of GDP) -1.8 0.7 1.3 0.2 0.6 0.3
International poverty rate ($2.15 in 2017 PPP)? 1.5 1.2 1.0 0.8 0.7 0.6
Lower middle-income poverty rate ($3.65 in 2017 PPP)%2 4.8 3.8 3.3 2.8 2.5 2.2
Upper middle-income poverty rate ($6.85 in 2017 PPP)"2 21.7 19.0 17.3 16.0 14.9 13.8
GHG emissions growth (mtCO2e) -5.3 -4.4 -2.3 -2.1 -2.0 0.7

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on ECAPOV harmonization, using 2017-SILC-C and 2019-SILC-C. Actual data: 2018. Nowcast: 2019-2024. Forecasts are from 2025 to 2027.
2/ 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

Armenia’s growth eased to 5.9 percent in 2024, driven by
private consumption and investment, while unemployment
picked up. Average inflation declined to 0.3 percent in
2024, mainly due to lower food prices. Growth is projected
to slow to 4 percent in 2025 and reach the potential rate
(4.5 percent) in the medium term. The fiscal deficit is pro-
Jjected to expand in 2025 and then consolidate over the
medium term.

Key conditions and challenges

Since 2020, Armenia has shown resilience driven by sound
macroeconomic management. Re-routed exports and the
large inflows of funds and migrants, which supported ex-
ceptional growth in 2022 and 2023, have started to unwind.
Challenges include low private investment, limited market
competition, low firm productivity in most sectors, and a
shortage of skilled workers. The government is boosting
skills, competition, and digitalization, but implementation ca-
pacity remains a constraint.

Recent developments

In 2024, GDP expanded by 5.9 percent (yoy), down from 8.3
percent in 2023, driven by private consumption (up 6.8 per-
cent) and investment (up 11 percent), while government con-
sumption decelerated. On the supply side, growth was led by
trade (up 17 percent, yoy), real estate (up 19 percent, yoy),
financial services (up 18 percent, yoy), and construction (up
14 percent, yoy). Mining was the only sector where activity
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contracted (down 8.3 percent, yoy). Meanwhile, agriculture
sector growth remained modest (up 1 percent, yoy).

Unemployment rose to 13.3 percent in Q3 2024, up from 12 per-
cent in Q3 2023, driven by rural and female unemployment and, in
part, by the influx of refugees. Poverty at the upper-middle-income
line (US$ 6.85, 2017 purchasing power parity [PPP]) edged up to 52
percent in 2023 from 51.3 percent in 2022.

Average inflation fell to 0.3 percent in 2024, down from 2 per-
cent in 2023, driven by 2-percent food deflation; nonetheless,
price pressures increased towards the end of the year. The Cen-
tral Bank cut the policy rate by 225 basis points in 2024, to 7
percent by year-end.

The current account deficit is estimated to have reached 3.8 per-
cent of GDP in 2024, compared with 2.3 percent in 2023. Exports
and imports of goods surged 53.1 percent (yoy) and 33.7 percent
(yoy), respectively, in nominal terms, with the trade deficit narrow-
ing 5.5 percent. Growth in re-exports of precious stones and met-
als eased in H2 2024. Growth in traditional exports continued, in-
cluding in agriculture commodities (up 30 percent), ready foods
(up 15 percent), and minerals (up 7 percent). However, trade in

FIGURE 1 / Real GDP growth and contributions to real GDP growth
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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services weakened, with a 4.7 percent reduction in tourist arrivals
(driven by a reduction of 17.5 percent in arrivals from Russia). Re-
mittances (measured by net non-commercial transfers) also de-
clined by 35 percent (yoy) in 2024. During 2024, the AMD:US$ ex-
change rate appreciated by 2 percent and international reserves
increased slightly (by US$60 million), with import cover reaching
2.4 months by end-2024.

The budget deficit reached 3.5 percent of GDP in 2024, higher than
the 1.9 percent recorded in 2023. Both current and capital expen-
ditures underperformed against the budget plan, by 4 percent and
22 percent, respectively. Tax revenues increased slightly, from 24
percent of GDP in 2023 to 24.2 percent in 2024. VAT collection de-
clined from 8.1 percent of GDP in 2023 to 7.5 percent of GDP in
2024, reflecting a decline in imports from non-Eurasian countries.

Armenia's financial system remains sound. In 2024, deposits and
loans grew by 11.4 and 20.7 percent (yoy), respectively, in nom-
inal terms. This was mostly driven by AMD-denominated funds,
bringing credit dollarization to 33.4 percent, down from 35.6
percent at end-2023.

Qutlook

Growth is projected to ease to 4 percent in 2025, before reaching
the medium-term potential growth rate of 4.5 percent, as domestic
demand moderates and Armenia is modestly impacted by shifts in
global trade policy. Inflation is anticipated to increase in 2025 to

3.5 percent prior to stabilizing at around 3 percent, which is the
new Central Bank target as of January 2025.

The fiscal deficit is expected to climb to 5.3 percent of GDP
in 2025, fueled by higher spending on defense, infrastructure,
social security payments, and debt service, prior to gradually de-
clining in the medium term to 3.8 percent by 2027. Public debt is
projected to increase from 48.3 percent of GDP in 2024 to 56.6
percent of GDP by 2027.

The current account deficit is expected to deteriorate to 4.9 per-
cent of GDP in 2027, as export volumes decline following a deceler-
ation in external demand (for both goods and services) and a slow-
down in remittances.

The poverty rate (as measured by the upper-middle-income pover-
ty line of US$ 6.85 per day, 2017 PPP) is projected to fall from 52
percent in 2023 to 48 percent in 2027. However, several factors,
such as the rising unemployment in rural areas, slow growth in
the agricultural sector, and higher inflation, may limit the pace of
poverty reduction.

Armenia's outlook faces downside risks, including geopolitical risks,
a faster unwinding of re-exports, and challenges in integrating
refugees. Should global growth and investor sentiment deteriorate
more than anticipated, Armenia’s growth would further decelerate.
On the upside, normalization of relations with neighbors and
progress in European Union (EU) visa-liberalization talks could sup-
port growth and economic diversification.

Recent history and projections 2022 2023 2024e  2025f  2026f  2027f
Real GDP growth, at constant market prices 12.6 8.3 5.9 4.0 4.2 4.5
Private consumption 5.6 5.6 6.8 5.0 5.0 4.7
Government consumption -2.2 28.3 -22.3 0.8 4.9 6.2
Gross fixed capital investment 14.0 10.1 11.1 9.9 6.6 6.0
Exports, goods and services 59.9 30.7 35.6 -19.9 1.7 2.1
Imports, goods and services 35.0 30.2 314 -16.0 3.8 3.5
Real GDP growth, at constant factor prices 13.1 8.0 6.9 4.0 4.2 4.5
Agriculture -2.8 2.9 1.0 2.1 2.5 3.1
Industry 9.8 2.7 6.2 4.5 4.5 4.5
Services 18.1 11.4 8.1 4.1 4.3 4.7
Employment rate (% of working-age population, 15 years+) 50.9 52.8 51.1 51.5 51.5 51.5
Inflation (consumer price index) 8.6 2.0 0.3 3.5 3.2 3.0
Current account balance (% of GDP) 0.3 -2.3 -3.8 -4.1 -4.6 -4.9
Net foreign direct investment inflow (% of GDP) 4.7 2.2 2.0 2.1 2.1 2.1
Fiscal balance (% of GDP)* 2.2 -1.9 -3.5 -5.3 -4.5 -3.8
Revenues (% of GDP) 25.1 26.0 26.6 26.7 26.7 27.1
Debt (% of GDP)? 46.7 48.4 48.3 51.3 53.7 56.6
Primary balance (% of GDP) 0.1 0.7 -0.8 -2.0 -0.9 -0.1
International poverty rate ($2.15 in 2017 PPP)>* 0.8 0.6 0.6 0.6 0.6 0.7
Lower middle-income poverty rate ($3.65 in 2017 PPP)>* 10.0 8.4 8.2 7.9 7.7 7.4
Upper middle-income poverty rate ($6.85 in 2017 PPP)>* 51.3 52.0 51.0 50.1 49.2 48.2
GHG emissions growth (mtCO2e) 4.0 11.0 9.7 7.4 7.7 7.8

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Represents the consolidated fiscal balance.
2/ Excludes CBA debt.

3/ Calculations based on ECAPOV harmonization, using ILCS. Actual data: 2023. Nowcast: 2024. Forecasts are from 2025 to 2027.
4/ Projection based on poverty-to-growth elasticity model using annualized elasticity (2011-2018) with pass-through = 0.69.
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AZERBAIJAN

Growth accelerated to 4.1 percent in 2024, supported by
strong consumption and public investment. Average inflation
stood at 2.1 percent in 2024 as external pressures subsided.
The external and fiscal surpluses narrowed, due to slowing
energy prices. Growth is estimated to hover at around 2.5
percent in the medium term as extraction of oil and gas
moderates; tightening fiscal conditions could further slow
non-hydrocarbon sector growth.

Key conditions and challenges

Azerbaijan's continued reliance on hydrocarbons as a major
source of export and fiscal revenue remains its main vulnera-
bility. Declining oil production, oil price volatility, and the glob-
al transition away from fossil fuels are challenges to long-term
growth prospects.

Private sector development is constrained by the economy’s large
state footprint, an uneven playing field for companies, shallow
financial markets, and a weak human capital base. While Azer-
baijan has reduced the gap with developed countries in terms of
per capita capital stock, convergence of per capita income has
lagged, pointing to low productivity. Azerbaijan needs to make
reforms to foster greater allocation of productive resources and
technology infusion across businesses and sectors.

Recent developments

The economy expanded by 4.1 percent in 2024, driven by 6.2 per-
cent real growth in the non-hydrocarbon sector and an uptick in
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hydrocarbon sector growth. Production of natural gas continued to
increase in 2024, and the decline in crude oil production was less
pronounced, contributing positively to hydrocarbon sector output.
A 9.6 percent increase in the construction sector, owing to sig-
nificant public investment in reconstruction projects, drove high
growth in the non-hydrocarbon sector. Growth in service sectors
also contributed (with transport up 14.1 percent; ICT up 11.4 per-
cent; and hospitality up 12.9 percent). On the demand side, private
consumption remained robust, supported by a 5.8 percent in-
crease in real wages. The unemployment rate fell to 5.3 percent in
2024, down from 5.6 percent in 2023.

Average inflation stood at 2.1 percent in 2024, within the target of
4+/-2 percent. Prices picked up in H2 2024, with annual inflation
reaching 4.9 percent by end-December. This was due to increases
in food prices, driven by higher agricultural production and ad-
ministrative prices. The Central Bank has kept the policy rate un-
changed at 7.25 percent. The nominal effective exchange rate
(NEER) appreciated in 2024, helping to contain inflation.

The fiscal surplus halved compared with 2023, reaching 4.1 percent
of GDP. Revenues fell 6.7 percent (yoy, in real terms) to 37.9 per-
cent of GDP, primarily due to reduced hydrocarbon sector receipts

FIGURE 1 / Non-oil-and-gas GDP growth and oil price
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FIGURE 2 / Official poverty rate, unemployment rate, and real
wage growth
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caused by lower prices. In 2024, government expenditure rose 4.1
percent in real terms, to 34 percent of GDP, driven by a 5.4 per-
cent increase in current expenditure in real terms. Consistent with
robust growth, tax collection in the non-hydrocarbon sector in-
creased by 8 percent in real terms. The non-hydrocarbon primary
deficit narrowed to 20 percent of non-hydrocarbon GDP, 2 percent-
age points lower than in 2023.

The trade surplus contracted to 7.4 percent of GDP in 2024, with
exports tumbling 22 percent (in US$ terms), due to lower oil and
gas prices. Meanwhile, imports surged 21.8 percent, driven by in-
creased public sector purchases. Central Bank reserves fell 5.4 per-
cent to US$10.9b by the end of 2024, equivalent to 5.6 months of
import cover.

Credit to the economy rose by 19.6 percent in 2024 in real
terms, with consumer and business lending expanding 19.2 per-
cent and 14.7 percent, respectively. The non-performing loan
(NPL) ratio decreased to 1.5 percent, and deposit dollarization
receded to 38 percent.

Qutlook

GDP growth is projected to slow to 2.6 percent in 2025, as a re-
sult of headwinds from shifts in trade policy and global uncertain-
ty, together with lower budgeted growth in public expenditures
(which is expected to affect non-hydrocarbon sector output). The

hydrocarbon sector is also projected to decline in 2024-2026, but
more slowly than previously anticipated. This is due to an action
plan agreed with the major oil companies to contain the decrease
in crude oil extraction from the aging major oilfield. Natural gas
production is expected to stabilize. Without structural reforms to
boost private investment, growth is projected to gradually decline
to around 2.3 percent by 2027.

Inflation is expected to increase in 2025, while remaining within
the Central Bank's target (4+/-2 percent). In the medium term,
inflation will moderate hovering around 3 percent amid slowing
domestic demand.

The lower outlook for energy prices, due to the increased global
headwinds, is expected to result in a larger primary fiscal deficit av-
eraging 3.3 percent in the next three years. As authorities aim to
adhere to the non-hydrocarbon primary fiscal balance targets, set
at 15.5 percent of non-hydrocarbon GDP for 2028, expenditure is
expected to continue moderating.

The current account surplus is expected to turn into a deficit of 1.9
percent in 2025 and 1.2 percent in 2027, due to declining energy
prices and robust demand for imports.

Risks to the outlook are building up. Protracted trade uncertainty
could result in higher fiscal spending and a steeper reduction in en-
ergy prices, which in turn could exert pressure on fiscal and exter-
nal accounts and pose risks to overall macroeconomic stability.

Recent history and projections 2022 2023 2024e 2025f 2026f 2027f
Real GDP growth, at constant market prices 4.6 1.1 4.1 2.6 2.4 2.3
Private consumption 4.9 4.0 7.0 4.4 4.3 4.5
Government consumption 6.3 8.1 11.3 3.7 5.3 3.7
Gross fixed capital investment 5.7 9.6 -0.7 6.3 2.4 2.0
Exports, goods and services 3.3 -2.9 1.2 0.4 0.2 0.1
Imports, goods and services 3.2 1.9 3.1 2.6 2.1 1.9
Real GDP growth, at constant factor prices 4.6 1.1 4.1 2.6 2.4 2.3
Agriculture 3.4 3.2 1.4 2.5 2.6 2.6
Industry 2.4 -0.9 1.1 1.1 1.0 0.9
Services 8.5 3.8 9.1 4.7 4.2 4.0
Employment rate (% of working-age population, 15 years+) 66.1 66.3 66.3 66.3 66.3 66.3
Inflation (consumer price index) 13.8 9.0 2.1 4.6 3.0 2.8
Current account balance (% of GDP) 29.7 11.6 8.1 -1.9 -1.1 -1.2
Net foreign direct investment inflow (% of GDP) -1.4 -1.1 -1.1 -1.1 -1.0 -0.9
Fiscal balance (% of GDP) 5.4 8.2 4.1 -3.5 -3.2 -3.2
Revenues (% of GDP) 30.6 39.5 37.9 30.5 30.7 30.9
Debt (% of GDP) 11.7 21.9 23.5 23.1 24.7 24.6
Primary balance (% of GDP) 5.8 8.4 4.3 -2.7 -2.5 -2.4
GHG emissions growth (mtCO2e) -1.8 -0.5 1.3 1.1 1.4 1.4

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
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BELARUS

Growth in 2024 was robust at 4 percent but is expected
to slow due to weaker economic activity in Russia and an
unfavorable external environment, including sanctions and
global uncertainties. Long-term growth will be hindered by
the efficiency of stimulus measures, high inflation, and
currency challenges. Continued isolation from the global
economy will further reduce competitiveness and produc-
tivity, limiting growth potential.

Key conditions and challenges

Belarus has seen stronger-than-expected economic growth in re-
cent years, with the government relying on extensive administra-
tive measures to control prices, along with favorable monetary
and fiscal policies to sustain domestic demand. However, sanc-
tions and restricted access to advanced technology has weighed
on growth. Persistent labor shortages, economic overheating,
and a worsening trade balance have emerged as key structur-
al challenges. In response to sanctions, Belarus has redirected
trade through Russia and sought new routes, though this has in-
creased logistical costs and caused payment delays. The govern-
ment is encouraging local production through import substitu-
tion, backed by Russian investments and subsidies. While boost-
ing resilience, these measures increase Belarus's dependence on
Russia, making it more vulnerable to weaker demand. Additional-
ly, uncertainty in trade policy could indirectly impact growth and
exports. Addressing structural issues such as labor market rigidi-
ties and limited diversification is crucial for boosting long-term
growth and economic resilience. Balancing accommodative poli-
cies with social benefits, wage growth, and stability remains chal-
lenging. Additionally, a deteriorating current account, exchange

Population' Poverty’
million millions living on less than $6.85/day

9.1 0.1

School enrollment®

Life expectancy at birth’

years primary (% gross)
73.1 94.7
GDP’ GDP per capita®

current US$, billion current US$

75.0 8226.6

Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2020 (2017 PPPs). 3/ 2022.
4/2023. 5/ 2024. 6/ 2024.

rate volatility, plans to ease price controls, and inefficiencies in
the state-dominated economy heighten inflationary risks.

Recent developments

In 2024, GDP growth reached 4 percent, surpassing the 3.8 percent
target. This growth was driven by private consumption, investment,
and a record-low unemployment rate of 3 percent. Strong demand
from Russia, especially in the defense sector, supported exports
and economic activity. Rising wages, alongside fiscal measures and
investment incentives, fueled domestic demand, increasing im-
ports and contributing negatively to net exports. Domestic trade,
particularly retail and wholesale, saw growth from high consumer
spending. The industrial sector thrived due to Russian demand,
agriculture benefited from favorable weather, and construction
surged, aided by Russian investments and import substitution. The
IT sector showed signs of stabilization.

Despite administrative price controls, inflation reached 5.7 percent,
driven by rising non-regulated prices, while government controls
keptregulated prices stable. To manage inflation and excess liquid-
ity, the National Bank of Belarus raised the overnight lending rate

FIGURE 1/ Quarterly real GDP growth and contributions to real
quarterly GDP growth
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FIGURE 2 / Actual and projected poverty rates and real private
consumption per capita
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by 0.5 percentage points to 11percent and increased the reserve
requirement for foreign currency liabilities to 20 percent. These
measures tightened monetary conditions to prevent overheating.
The Belarusian ruble depreciated moderately due to sanctions, re-
duced trade inflows, and its correlation with the Russian ruble.

The financial sector remained stable, with banks benefiting from
increased investments in government bonds. The trade balance
worsened, leading to a 3.1percent current account deficit in the
first three quarters of 2024, despite a 3 percent increase in re-
mittances. The deficit was mainly financed through foreign direct
investment. Public and private external debt slightly decreased to
47.9 percent of GDP, while foreign reserves rose to $9.3 billion
by February 2025.

Real wages increased by 13 percent in 2024, continuing the
strong double-digit growth from 2022-2023. Driven by real wage
growth, poverty, based on the World Bank's UMIC threshold
(US$6.85/day, 2017 PPP), is projected to decline from 0.56 per-
cent in 2024 to 0.49 percent in 2025.

Qutlook

Growth is projected to slow to 2.2 percent in 2025, driven by a fore-
casted slowdown in Russia'seconomy, whichwould reduce demand
for Belarusian exports and negatively impact overall growth. Pro-
duction facilities are already operating at full capacity, makingitdif-
ficultto increase output without substantial investment in capacity
expansion. Moreover, Belarus faces significant labor shortages.

Despite these constraints, certain sectors are expected to still
grow. Manufacturing will continue to be a growth driver, although

less dynamic due to declining Russian demand. The construction
sector will remain a key contributor, supported by government
stimulus measures and infrastructure projects. Domestic trade is
expected to benefit from supportive monetary conditions and la-
bor shortages that sustain wage growth, albeit at a slower pace.

Consumption is expected to remain a primary driver of growth on
the demand side, although it is likely to moderate due to the ero-
sion of purchasing power from high inflation. Investments are ex-
pected to contribute positively but face limitations from resource
constraints and absorption capacities. Net exports may act as a
drag on growth due to Belarus's reliance on the Russian market
and ongoing sanctions coupled with logistical challenges.

Inflationary pressures are expected to remain high, with prices
forecasted to rise by 6.5 percent in 2025. Elevated inflation,
coupled with declining profits, increasing losses, and structural
inefficiencies, may reduce the effectiveness of economic stimu-
lus measures. In the medium term, the planned easing of price
controls will keep inflation above 6 percent. Shifts in global
trade policy, ongoing trade logistics issues and sanctions will
limit export potential, strain the current account, and create
currency pressures, worsening the fiscal outlook due to an ex-
pansionary fiscal stance.

In the medium term, while administrative measures to control in-
flation and the state's significant role in the economy aim to main-
tain macroeconomic stability, Belarus's growth is likely to fall short
of its potential due to external challenges and domestic con-
straints. Strategic partnerships with Russia, state lending pro-
grams, and support for state-owned enterprises are expected to
sustain growth momentum. New sanctions on Belarus would fur-
ther limit exports and dampen economic activity.

Recent history and projections 2022 2023 2024e 2025f 2026f 2027f
Real GDP growth, at constant market prices -4.7 3.9 4.0 2.2 1.2 0.8
Private consumption -1.2 4.1 7.1 3.2 2.5 1.8
Government consumption -0.1 1.4 0.6 0.4 0.2 0.0
Gross fixed capital investment -13.3 12.1 6.3 3.0 1.3 1.2
Exports, goods and services -12.3 23.1 3.0 2.7 2.5 2.4
Imports, goods and services -11.4 29.1 5.7 3.9 3.8 3.5
Real GDP growth, at constant factor prices -4.7 3.7 4.1 2.2 1.2 0.8
Agriculture 4.4 -0.4 6.1 3.2 3.1 2.3
Industry -6.2 8.0 5.7 1.8 1.0 0.8
Services -5.1 1.1 2.4 2.4 1.0 0.5
Inflation (consumer price index) 15.2 5.1 5.7 6.5 6.2 6.0
Current account balance (% of GDP) 3.6 -1.5 -3.2 -3.5 -3.5 -3.7
Net foreign direct investment inflow (% of GDP) 1.9 2.7 1.9 1.8 1.8 1.8
Fiscal balance (% of GDP) -1.5 1.2 1.2 1.0 0.8 0.8
Revenues (% of GDP) 36.0 41.1 40.9 39.8 39.4 39.3
Debt (% of GDP) 38.7 37.7 37.3 36.6 36.4 33.9
Primary balance (% of GDP) 0.0 2.7 2.7 2.4 2.2 2.2
Lower middle-income poverty rate ($3.65 in 2017 PPP)'2 0.1 0.1 0.0 0.0 0.0 0.0
Upper middle-income poverty rate ($6.85 in 2017 PPP)'2 1.0 0.7 0.6 0.5 0.4 0.4
GHG emissions growth (mtCO2e) -3.3 0.9 2.1 0.8 0.2 -0.3

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on ECAPOV harmonization, using 2020-HHS. Actual data: 2020. Nowcast: 2021-2024. Forecasts are from 2025 to 2027.
2/ Projection using neutral distribution (2020) with pass-through = 0.87 (Med (0.87)) based on private consumption per capita in constant LCU.
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BOSNIA AND
HERZEGOVINA

Real growth improved to 2.6 percent in 2024, driven by
increased consumption and investment. Commodity prices
remained high, but overall inflation slowed to 1.7 percent
owing to drop in energy prices. The fiscal deficit widened
due to higher spending on wages, goods and services.
Public debt levels remained moderate.

Key conditions and challenges

To begin EU accession negotiations, Bosnia and Herzegovina
(BiH) must address 14 predominantly political measures concern-
ing democracy, the rule of law, fundamental rights, and public
administration. Concurrently, advancements in internal market
integration, state institutional consolidation, enhancing state su-
pervisory and regulatory institutions, and reducing an excessively
large public sector are required to complete economic criteria.

BiH has benefited from macroeconomic stability over the past
decade through three key policy anchors: the Euro-linked cur-
rency board, the nationwide collection of indirect taxes, and EU
accession prospects.

Macroeconomic stability has been supported by fiscal prudence:
during 2015-2019, fiscal surpluses were 1-3 percent of GDP. Al-
though fiscal deficits have re-emerged during, and after, the pan-
demic, public debt levels remain relatively low, at approximately
34 percent of GDP.

Population'

3.2 ..

Life expectancy at birth” School enrollment’
years primary (% gross)

75.3 87.2

GDP* GDP per capita’

current US$, billion current US$

24.4 7711.1

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

Poverty

Despite achieving real income growth of 3 percent annu-
ally since 2015, per capita GDP remains only one-third of
the EU27 average. The official poverty rate fell from 16.9
percent in 2015 to 13.5 percent in 2021, but significant
vulnerability to economic shocks remains, with 40 percent
of adult population reporting not being able to make ends
meet for more than 1 month in the case of loss of the
main source of household income. Higher poverty rates
are linked to lower labor market participation and edu-
cational attainment, with all-elderly households, and those
with more than 2 children or members with disability being
most vulnerable.

Low investment rates and a private consumption-led
growth model create challenges for achieving faster eco-
nomic convergence with the EU27. Accelerating key struc-
tural reforms, including improving the oversight and man-
agement of state-owned enterprises, enhancing the busi-
ness environment, improving youth employment policies,
reducing labor costs, and transitioning from coal to green
energy, is crucial.

FIGURE 1 / Real GDP growth and contributions to real GDP growth
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Sources: BiH Agency for Statistics (BHAS) and World Bank staff calculations.

FIGURE 2 / Labor market indicators
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Recent developments

In 2024, real growth improved to 2.6 percent, up from 1.9 percent
in 2023, reflecting two offsetting forces. First, domestic demand in-
creased by 4.4 percent due to higher consumption and investment.
Second, net exports decreased by 23 percent owing to worsen-
ing terms-of-trade and an increase in investment-driven imports.
A slowdown in inflation bolstered real disposable income, and pri-
vate consumption. Average monthly net wages increased by 7.8
percent y-o-y in December 2024. However, industrial production
growth continued to decline, contracting 4 percent annually.

Inflation slowed to 1.7 percent in 2024, from 6.1 percent the year
before. Prices of most goods and services increased faster than
food prices, resulting in core inflation (2.8 percent) outpacing food
inflation (2.1 percent) in 2024. This deceleration in inflation result-
ed from a drop in transport prices and a deceleration in prices of
housing, water, electricity, and gas.

Labor force participation improved during the first three quarters
of 2024 (LFS). Unemployment fell to 12.2 percent, a 0.5 pp drop
compared to the end of 2023, while the economic activity rate in-
creased by 1 pp to 49.6 percent. However, improvements were dri-
ven by those with at least tertiary education; with more subdued
improvements among those with lower educational attainment.

Higher government spending contributed to an estimated consol-
idated fiscal deficit of 2.5 percent of GDP in 2024, 0.9 pp larger
than the year before, owing to high wages and spending on
goods and services. Meanwhile, the current account deficit (CAD)
widened to 4.6 percent of GDP in 2024 - 2.3 pp higher than in
2023 - as the merchandise trade deficit widened to 22.2 percent
of GDP. In 2024 almost three-fourths of the CAD was financed
by the FDI inflows, mainly into the foreign-owned banking sector.
Nevertheless, total external debt remains relatively low, below 50
percent of GDP.

Outlook

Real GDP growth in BiH is projected to increase to 2.7 percent in
2025, and 3.1 percent in 2026, with stronger real incomes boosting
private consumption. Inflation is expected to increase mainly dri-
ven by an increase in the price of food and services, triggered by
the global economic uncertainty and implementation in 2025 of the
FBiH Government Decision to increase the minimum wage by 60
percent. The introduction of subsidies in 2025 to compensate em-
ployers for contributions (health and pension) will also add to the
deficit, as will the expected set of fiscal laws intended to reduce the
aggregate contribution rate from 41.5 to 36 percent. In the short-
term the attention of policy makers is on meeting the legislative re-
quirements for initiating EU accession negotiations, with only little
space for economic structural reforms in 2025, besides fiscal.

By 2027, real output growth is projected to reach 3.5 percent, sup-
ported by investments and consumption stemming from improved
economic conditions in the EU and strengthening domestic labor
markets. Robust growth in private consumption and higher im-
ports of consumer goods are expected to see the CAD deterio-
rate slightly but stabilize below 4.8 percent of GDP despite some
medium-term pickup in exports of goods and services.

The outlook has significant downside risks. A potential escalation of
global economic uncertainty and domestic political frictions, could
lead to lower investments and delay essential economic structural
reforms. Ongoing conflicts in Ukraine and the Middle East could
also constrain the EU's economy, further affecting demand for
BiH exports, FDI and remittances. Inflation, reduced aggregate de-
mand, and limited remittance inflows pose additional challenges
for poverty reduction. Maintaining pro-poor growth and improve-
ments in welfare at the bottom of the income distribution, as well
as improving the sustainability of the pension fund and the well-be-
ing of the elderly, will require improved labor market participation,
particularly at the lower end of educational attainment.

Recent history and projections 2022 2023 2024e 2025f 2026f 2027f
Real GDP growth, at constant market prices 3.7 1.9 2.6 2.7 3.1 3.5
Private consumption 3.0 2.0 2.5 2.8 3.0 3.1
Government consumption 2.7 4.1 9.4 5.0 0.8 2.9
Gross fixed capital investment 17.4 1.6 3.0 4.3 3.7 2.7
Exports, goods and services 9.9 -6.0 -1.5 -1.4 2.8 3.2
Imports, goods and services 12.0 -3.0 2.5 1.7 1.9 1.8
Real GDP growth, at constant factor prices 4.2 2.0 2.6 2.7 3.1 3.5
Agriculture 3.5 3.1 3.0 3.2 3.4 3.2
Industry 1.4 -3.4 0.5 1.8 1.5 1.5
Services 5.4 4.0 3.3 3.0 3.6 4.2
Employment rate (% of working-age population, 15 years+) 43.8 44.1 44.1 44.1 44.1 44.1
Inflation (consumer price index) 14.0 6.1 1.7 3.0 1.8 1.4
Current account balance (% of GDP) -4.4 -2.3 -4.1 -4.9 -4.7 -4.8
Net foreign direct investment inflow (% of GDP) 3.0 3.2 3.2 3.1 3.1 3.4
Fiscal balance (% of GDP) 0.5 -1.6 -2.5 -2.2 -1.1 -0.1
Revenues (% of GDP) 42.6 40.8 42.7 43.6 44.1 44.6
Debt (% of GDP) 33.0 32.1 33.7 34.7 35.4 36.3
Primary balance (% of GDP) 1.2 -0.6 -1.5 -1.2 -0.1 0.9
GHG emissions growth (mtCO2e) -3.0 -2.1 0.2 1.2 1.8 2.1

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
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BULGARIA

In 2024, the Bulgarian economy weathered the stagnation of its
largestexport market, Germany, thanks to strong domestic
consumption. Growth s likely to decelerate markedlyin 2025
onincreased global uncertainty. Bulgaria met the inflation cri-
terionforeurozone accession in February 2025, reinforcing
the government’s bid foreuro adoptionin 2026. A regular gov-
ernment was formed in early 2025 after a prolonged political
hiatus, raising hopes for reinvigorated impetus for reform.

Key conditions and challenges

Even if Bulgaria has been characterized by gradual convergence
to average European Union (EU) incomes since the turn of the
century, its development path has remained uneven. By 2023,
its Gross Domestic Product (GDP) per capita reached 64 per-
cent of the average GDP per capita in the EU in purchasing
power parity (PPP) terms. Bulgaria has also seen significant
poverty reduction, with absolute poverty ($6.85/day PPP) drop-
ping 9.5 percentage points (2015-2022). However, the at-risk-of-
poverty rate and income inequality remain among the highest
in the EU.

Institutional and governance weaknesses continue to hinder the
country's faster productivity growth and development. Rapid loss
of working-age population further caps its growth potential,
while exerting growing pressure on public services. Long-term
growth is projected to decline to 1.3 percent by 2050 under the
baseline scenario. If ambitious reforms are undertaken, howev-
er, Bulgaria's growth could exceed 4 percent and help the coun-
try converge to average real EU incomes before the end of the
next decade.

Population' Poverty’
million millions living on less than $6.85/day

6.4 0.3

Life expectancy at birth’ School enrollment”
years primary (% gross)

74.4 95.9

GDP’ GDP per capita®

current US$, billion current US$

112.8 17605.8

Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2022 (2017 PPPs). 3/ 2022.
4/2022. 5/ 2024. 6/ 2024.

A 3-year period of political instability until early-2025 had trans-
lated into lost momentum for the reform agenda, including
limited progress on the National Recovery and Resilience Plan.
Following full-fledged Schengen Area accession from start-2025,
the new government has stepped up efforts to deliver on other
policy goals such as the euro adoption in 2026 and near-term
OECD accession.

Recent developments

Preliminary GDP data for 2024 surprised on the upside, with GDP
growth accelerating to 2.8 percent against 1.9 percent in 2023. De-
spite the underperformance of exports, strong domestic consump-
tion—both on the household and the government side—propped
up growth, supported by build-up of inventories. Individual con-
sumption was fed by a consumer credit boom, particularly in the
mortgage segment, and unabating wage growth. The latter al-
most doubled y/y to real 11.2 percent in 2024 due to a 19-per-
cent hike of the minimum wage and a tight labor market. Be-
tween one quarter and one third of employers in key sectors see
labor shortages as a key hindrance to their expansion, according
to the national statistics.

FIGURE 1/ General government budget expenditure, revenue,
and balance
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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Following gradual deceleration since 2023, annual average infla-
tion—as measured by the Harmonized Index of Consumer Prices,
declined to 2.6 percent in February, meeting the corresponding
Maastricht criterion of 2.7 percent. The positive outturn followed
shortly after the government requested extraordinary conver-
gence reports from the European Commission and the European
Central Bank, supporting the country’s bid to join the eurozone
from start-2026.

Bulgaria's fiscal position has loosened since the onset of the multi-
ple crises in 2020. Despite that, the headline deficit was contained
at 3 percent of GDP in both 2023 and 2024, while the public debt-
to-GDP ratio continued to rank among the lowest in the EU.

The poverty rate (at $6.85/day 2021 PPP poverty line) is expected
to decline gradually to 4 percent in 2024, but progress remains
slow. Bulgaria's strong 2024 growth, fueled by rising wages and
robust consumption, may help reduce poverty by boosting
household incomes. While minimum wage hikes could benefit
low-income workers, potential job losses may limit employment
opportunities. Declining inflation is easing cost-of-living pres-
sures, and household consumers are still protected from energy
price increases by regulated prices.

Qutlook

Economic growth is forecast to slow down markedly in 2025-2026
due to global trade uncertainty. Bulgaria will feel the impact most-
ly through the indirect effect on the EU economy, global activity
and investment sentiment. As raw materials represent 40 percent
of Bulgaria's exports, the economy will be affected through the
commaodity price channel, too.

The worsened economic outlook for 2025 is expected to weigh on
revenue collection and threaten the attainment of the 3 percent
budget deficit target, unless the government takes measures to
curb expenditure. Moreover, the budget for 2025 foresees debt-
financed capitalization of several state-owned enterprises,
which—together with deficit-financing needs—will increase public
debt above 30 percent of GDP, against 24 percent in 2024. Deterio-
rated growth prospects suggest that fiscal consolidation is unlikely
to start before 2027-2028. In 2025, poverty reduction is expected to
slow due to weaker growth and fiscal constraints, which may limit
pro-poor spending.

If Bulgaria joins the eurozone in 2026—contingent on the conclu-
sions of the convergence reports—this is anticipated to positive-
ly influence the country’s medium-term economic outlook. The ex-
pected reduction of transaction costs related to currency conver-
sion, and interest rate premia is likely to enhance the overall invest-
ment climate, tourism, and foreign trade. Yet, this impact may be
overshadowed by the ongoing global uncertainties.

Going forward, external risks remain tilted to the downside due
to a complex geopolitical environment. Domestically, the unabated
growth of credit to households, mirrored by an ongoing construc-
tion boom, remains on the radar, particularly in the context of a
slowing economy. This nexus fuels concerns about the build-up of
a construction-credit bubble, which may be followed by a painful
correction and increase of non-performing loans. Recent central
bank measures to curb mortgage credit growth are yet to bear
fruit. Political risks have subsided following the formation of a
regular government in January 2025, after a series of snap elec-
tions since 2021. It is hoped that the new government will rein-
vigorate the reform agenda to support development goals and
stronger absorption of EU funds.

Recent history and projections 2022 2023 2024e 2025f 2026f 2027f
Real GDP growth, at constant market prices 4.0 1.9 2.8 1.6 2.1 2.4
Private consumption 3.9 1.4 4.3 1.9 2.0 2.2
Government consumption 8.0 1.1 4.5 1.7 0.5 1.1
Gross fixed capital investment 6.5 10.2 -0.7 0.9 1.9 2.3
Exports, goods and services 12.1 0.0 -0.7 -2.7 1.0 1.5
Imports, goods and services 15.3 -5.5 1.3 -1.2 1.9 2.4
Real GDP growth, at constant factor prices 5.5 1.3 2.5 1.6 2.1 2.4
Agriculture -7.2 -15.3 -7.0 3.1 1.0 1.0
Industry 12.8 -3.9 1.9 3.2 4.8 5.3
Services 3.9 4.1 3.2 1.0 1.2 1.5
Employment rate (% of working-age population, 15 years+) 53.2 53.3 53.5 53.7 54.0 53.9
Inflation (consumer price index) 15.3 9.5 2.4 2.5 2.1 2.0
Current account balance (% of GDP) -2.6 0.9 1.6 1.0 0.9 0.6
Net foreign direct investment inflow (% of GDP) 4.0 2.8 1.0 1.7 1.8 2.0
Fiscal balance (% of GDP) -0.8 -3.0 -3.0 -4.1 -3.7 -3.0
Revenues (% of GDP) 38.5 36.2 35.3 37.2 38.4 39.3
Debt (% of GDP) 22.5 22.9 24.0 30.8 33.0 34.6
Primary balance (% of GDP) -0.4 -2.6 -2.6 -3.6 -3.1 -2.3
International poverty rate ($2.15 in 2017 PPP)"/2 0.8 0.8 0.7 0.7 0.7 0.7
Lower middle-income poverty rate ($3.65 in 2017 PPP)%> 1.7 1.5 1.4 1.4 1.4 1.3
Upper middle-income poverty rate ($6.85 in 2017 PPP)'2 4.6 4.4 4.0 3.9 3.7 3.6
GHG emissions growth (mtCO2e) 5.8 -0.9 16.9 -1.3 -0.6 -0.5

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on ECAPOV harmonization, using 2023-EU-SILC. Actual data: 2022. Nowcast: 2023-2024. Forecasts are from 2025 to 2027.
2/ Projection using neutral distribution (2022) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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CROATIA

Croatia's economic growth, at 3.8 percent in 2024, remained
well above the EU average, driven by strong domestic de-
mand. Remaining robust overall, momentum is expected to
ease in the medium term due to slowdown in investment
and private consumption growth, with additional downside
risks related to uncertainty in trade policy and emerging
competitiveness issues. Poverty is expected to marginally
decline to 1.6 percent in 2025.

Key conditions and challenges

Croatia’s strong growth performance post-COVID is under-
pinned by robust domestic demand, including public spending
and investment. However, the fiscal impulse is likely to recede
as government moves towards a more neutral fiscal stance. In
addition, tight labor market conditions, low productivity, and a
substantial rise in public sector wages contributed to a sharp
increase in unit labor costs, accompanied by relatively high
inflation. This has led to growing concerns about cost com-
petitiveness of the Croatian economy. Further price and cost
increases compared to key trading partners and competitors
could put additional pressure on the tourism and other export
sectors. This could potentially reverse the trend of slowly rising
market share that has been present since Croatia joined the
European Union (EU).

Substantial downside risks to growth stem from external factors.
The uncertainty in trade policy could lead to postponement of
some private sector investment and households’ consumption of
durables due to confidence effects, that would weigh on Croatia’s
growth prospects. In addition, further shifts in global trade policy
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million

3.9

2
Poverty
thousands living on less than $6.85/

74.7

Life expectancy at birth’

77.6

School enrollment”
primary (% gross)

100.5
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current US$, billion current US$

92.5 23931.0

Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2022 (2017 PPPs). 3/ 2022.
4/2022. 5/ 2024. 6/ 2024.

could adversely affect Croatia's export of goods and services, no-
tably through weaker EU demand.

Recent developments

Croatia's economic activity continued to expand robustly in 2024,
with a real GDP growth rate of 3.8 percent, significantly outpacing
both the EU and eurozone growth rates. GDP growth has been dri-
ven by strong domestic demand, supported by EU funding. Also,
after a sharp decline in 2023, exports of goods began to recover,
especially in the second half of 2024, recording an annual growth
of 5.4 percent. On the other hand, exports of services declined for
the first time since 2020, reflecting stagnating activity in tourism.
Robust domestic demand and recovery of goods exports has also
led to a strong rise in imports (5.3 percent on an annual basis), re-
sulting in a significant drag on headline growth from net exports.

The labor market remained tight throughout 2024, with continued
acceleration of employment growth and record high labor market
participation rate. This—together with rising public salaries—has
put further upward pressure on wages, after double-digit growth in
2023. While the inflation rate decelerated in 2024, strong domestic

FIGURE 1 / Real GDP growth and contributions to real GDP growth
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Sources: Croatian Bureau of Statistics and World Bank staff calculations.

FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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demand and pressures from the labor market kept it significantly
above the euro area average (4 percent in Croatia compared to 2.4
percent in the euro area as a whole).

The general government fiscal deficit widened from 0.9 percent of
GDP in 2023 to estimated 2.5 percent of GDP in 2024. While rev-
enue collection was strong, total expenditures increased due to the
reform of the wage setting system in the public sector, boosting the
wage bill. Furthermore, the indexation of pensions based on recent
price and wage developments resulted in a significant rise in social
benefits. Nevertheless, public debt remained firmly on a downward
path and by the end of 2024 had fallen below 60 percent of GDP
for the first time since 2010.

Poverty in Croatia is expected to have modestly declined from 1.9
to 1.6 percent in 2023-2025. However, 19.3 percent of the popula-
tion remains below 60 percent of the median income.

Outlook

After strong performance in 2024, real growth is expected to
moderate but remain robust at an average annual growth rate
around 3 percent between 2025-27. Domestic demand remains
a key driver, however, both private consumption and investment
are expected to decelerate, only partly due to shifts in global
trade policy. Wage pressures will ease already in the second half

of 2025 when inflation is expected to decelerate more significant-
ly. Moreover, measures introduced by the central bank will re-
duce demand for new loans that have been supporting strong
household consumption. Also, as the implementation of the Re-
covery and Resilience Facility supported projects comes to an end
in 2026, government investments are set to decrease. Trade pol-
icy shifts could slow down the expected recovery of external de-
mand in the medium term, affecting both exports of goods and
services, with a negative contribution of net exports throughout
the forecast horizon. Inflation is likely to remain elevated in 2025
before starting to converge towards the ECB's target of 2 percent.

Expansionary procyclical fiscal policy is anticipated to be re-
versed. The fiscal deficit is expected to decline gradually to 2
percent by 2027, as the effects of the public sector wage re-
form fade in 2026 and overall price pressures ease. In parallel,
robust growth will continue to support buoyant revenue col-
lection. Public debt is expected to reach 55 percent of GDP
in 2027. Risks to the baseline economic outlook seem negative
mainly due to the uncertainties related to trade policy that loom
over the global economy.

Poverty is projected to decline to 1.4 percent by 2027. Sustained
employment and wage growth are expected to drive reductions in
the at-risk-of-poverty rate in the coming years; however, persistent
inflation is likely to erode some of these gains, slowing the overall
pace of progress.

Recent history and projections 2022 2023 2024e 2025f 2026f 2027f
Real GDP growth, at constant market prices 7.3 3.3 3.8 3.1 3.0 2.8
Private consumption 6.9 3.0 5.6 3.4 2.9 2.8
Government consumption 2.2 7.1 4.5 3.2 2.9 3.2
Gross fixed capital investment 10.4 10.1 9.9 7.2 5.6 2.1
Exports, goods and services 27.0 -2.9 0.9 1.5 2.2 2.1
Imports, goods and services 26.5 -5.3 5.3 3.5 3.2 2.0
Real GDP growth, at constant factor prices 8.4 3.5 3.6 3.3 3.1 2.8
Agriculture 1.3 2.0 0.4 1.0 1.0 0.8
Industry 5.9 0.6 2.1 2.2 2.2 1.6
Services 9.6 4.5 4.2 3.8 3.4 3.3
Employment rate (% of working-age population, 15 years+) 49.2 49.9 52.3 53.5 54.5 55.3
Inflation (consumer price index) 10.7 8.4 4.0 3.4 2.4 2.1
Current account balance (% of GDP) -3.5 0.4 -0.9 -1.5 -1.9 -1.7
Net foreign direct investment inflow (% of GDP) 6.1 2.3 2.0 1.5 1.5 1.5
Fiscal balance (% of GDP) 0.1 -0.9 -2.5 -2.4 -2.1 -2.0
Revenues (% of GDP) 45.0 45.8 45.7 46.1 46.1 45.5
Debt (% of GDP) 68.5 61.8 59.0 56.9 55.8 55.0
Primary balance (% of GDP) 1.4 0.4 -1.2 -1.1 -0.9 -0.8
International poverty rate ($2.15 in 2017 PPP)"2 0.3 0.3 0.3 0.3 0.3 0.3
Lower middle-income poverty rate ($3.65 in 2017 PPP)2 0.5 0.5 0.5 0.5 0.5 0.5
Upper middle-income poverty rate ($6.85 in 2017 PPP)"> 1.9 1.9 1.6 1.6 1.5 1.4
GHG emissions growth (mtCO2e) -2.0 -0.2 1.1 0.1 -0.2 0.0

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on ECAPOV harmonization, using 2023-EU-SILC. Actual data: 2022. Nowcast: 2023-2024. Forecasts are from 2025 to 2027.
2/ Projection using neutral distribution (2022) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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GEORGIA

The economy grew by 9.4 percent in 2024, accompanied
by a reduction in poverty and unemployment. Growth is
expected to slow to 5.5 percent in 2025, as domestic
consumption, investment and net exports weaken. The
delay of European Union (EU) accession talks to 2028 and
the ongoing civil unrest following the disputed October
2024 parliamentary elections pose a downward risk to
the outlook

Key conditions and challenges

Over the past decade, Georgia has enjoyed significant
growth and poverty alleviation following market reforms
and sound macroeconomic management. Nevertheless,
structural challenges persist: notably, weak firm-level pro-
ductivity and limited high-quality job creation. About a
third of workers remain engaged in low-productivity agri-
culture. Firms face critical obstacles, including access to
finance, particularly for small and medium enterprises,
and skills mismatches. Education reform and institution-
al strengthening are needed to help the country grow to
high income.

The November 2024 announcement of the suspension of EU
accession talks triggered civil unrest and impacted on busi-
ness confidence. In parallel, regional geopolitical risks are on
the rise. Against this backdrop, two of the main credit rating
agencies changed Georgia's outlook to negative and affirmed
its current credit ratings.
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Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2023 (2017 PPPs). 3/ 2022.
4/2023. 5/ 2024. 6/ 2024.

Recent developments

Despite some deceleration toward the end of the year, Georgia's
economy expanded by 9.4 percent in real terms in 2024. Robust
domestic demand was driven by real wages, which rose 15.3 per-
cent, and by strong real credit growth (up 16.2 percent). On the
supply side, growth was broad-based, driven by services such as
IT, education, and public services. Strong economic growth was
accompanied by an estimated 5.1 percentage point reduction in
poverty at US$ 6.85 in 2017 PPP, to 35.6 percent in 2024, driven by
increases in real wages and employment. Unemployment fell from
16.4 percent in 2023 to 13.9 percent in 2024. Annual inflation in-
creased from 0.5 percent in March 2024 to 3.5 percent in March
2025, with food and healthcare as the top contributors. The policy
rate was reduced to 8 percent in early 2024 and has since re-
mained unchanged given inflationary pressures.

Financial sector indicators remain healthy, with non-performing
loans at 2.6 percent, return on equity at 20.5 percent, and return
on assets at 3.5 percent, as of February 2025.

FIGURE 1/ Gross money transfers from abroad and tourism
proceeds
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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The current account deficit narrowed from 5.6 percent of GDP in
2023 to 4.4 percent in 2024. Services drove the improvement, but
the goods trade balance worsened. In nominal US$ terms, imports
rose by 6.3 percent (yoy), and exports grew by 6.2 percent (yoy),
supported by a 10.3 percent rise in re-exports. Tourism revenues
increased 7.2 percent (yoy). Workers' remittances fell 14.2 percent
(yoy) in 2024, due to falling inflows from Russia, which were only
partly offset by rising remittances from the EU and the US. Net for-
eign direct investment inflows fell from 5.2 percent of GDP in 2023
to 2.7 percent of GDP in 2024, reflecting weaker investor confi-
dence. As of end-March 2025, the GEL had depreciated against the
US$ by 2.7 percent as compared to March 2024. Official reserves
fell 10.8 percent (yoy), from US$4.7b in February 2024 to US$4.2b
in February 2025, equivalent to 2.9 months of imports.

Tax collection increased 18 percent (yoy, in nominal terms) in 2024,
reaching 25.4 percent of GDP. Total expenditure grew 15.8 percent
(yoy) in 2024, to 31.3 percent of GDP. This was driven by a 17.3
percent (yoy) rise in current expenditure and an 11.3 percent (yoy)
rise in capital expenditure. The fiscal deficit reached 2.9 percent
of GDP in 2024 and was mainly financed from domestic sources.
By end-2024, the external public debt fell to 25.1 percent of GDP,
whereas domestic debt increased slightly to 11 percent of GDP.

Qutlook

Georgia's growth is projected to slow to 5.5 percent in 2025 and
converge to 5.0 percent over the medium term, reflecting weaker

consumption, investment, and external demand amid global eco-
nomic uncertainty. This may lead to a slowdown in job creation.
Poverty reduction is expected to continue, provided the deceler-
ation is broad-based and not concentrated in sectors that mainly
employ the poor and vulnerable.

As remittances from Russia dwindle and exports slow down, the
current account deficit is forecast to widen to 5.7 percent of GDP in
2025 and stabilize around 6 percent in the medium term.

On the fiscal side, revenue collection is projected to remain
robust in the medium term, at around 27.9 percent of GDP,
above pre-2022 levels, supported by enhanced digitalization of
VAT collection, a streamlined labor tax, and progressive for-
malization of the economy. Total expenditure is expected to
remain at around 30.5 percent of GDP, while the fiscal deficit
is projected to stay below 3 percent of GDP in the medium
term, in line with the fiscal rule.

Risks to the outlook are tilted to the downside. Heightened
global uncertainty and shifts in trade policy could further
weigh on Georgia’s economic activity through spillover ef-
fects. Domestic tensions and polarization, which intensified
in Q4 2024, are expected to continue, potentially impacting
economic activity, tourism, and investor confidence. Faltering
reform momentum in the absence of the EU accession an-
chor could also result in slower growth. On the upside, the
reopening of the Azerbaijan border could boost trade and
tourism inflows.

Recent history and projections 2022 2023 2024e 2025f 2026f 2027f
Real GDP growth, at constant market prices 11.0 7.8 9.4 5.5 5.0 5.0
Private consumption -2.8 4.7 11.0 5.7 5.5 4.5
Government consumption -0.8 7.5 17.1 5.3 8.7 9.9
Gross fixed capital investment 9.9 29.4 5.7 2.8 4.5 6.1
Exports, goods and services 37.4 9.5 5.9 5.1 5.5 6.0
Imports, goods and services 16.9 10.0 8.5 4.3 6.7 6.8
Real GDP growth, at constant factor prices 9.8 8.4 9.4 5.5 5.0 5.0
Agriculture -1.8 -3.4 2.8 2.5 3.0 3.0
Industry 15.1 4.3 4.3 5.0 5.0 5.0
Services 9.6 10.9 11.5 5.9 5.2 5.2
Employment rate (% of working-age population, 15 years+) 52.0 52.3 53.9 54.7 54.9 54.9
Inflation (consumer price index) 11.9 2.5 1.1 4.5 4.0 3.5
Current account balance (% of GDP) -4.4 -5.6 -4.4 -5.7 -6.0 -6.0
Net foreign direct investment inflow (% of GDP) 7.7 5.2 2.7 2.6 3.0 3.0
Fiscal balance (% of GDP) -3.5 -2.8 -2.9 -2.7 -2.6 -2.4
Revenues (% of GDP) 26.6 27.4 28.0 27.8 28.0 27.9
Debt (% of GDP) 39.1 38.8 36.1 35.0 34.0 33.6
Primary balance (% of GDP) -2.4 -1.3 -1.5 -1.2 -1.0 -0.9
International poverty rate ($2.15 in 2017 PPP)Y2 4.3 2.3 1.8 1.4 1.2 1.1
Lower middle-income poverty rate ($3.65 in 2017 PPP)*2 15.0 11.5 9.5 8.4 7.6 6.7
Upper middle-income poverty rate ($6.85 in 2017 PPP)"/2 47.7 40.7 35.6 32.8 30.4 28.2
GHG emissions growth (mtCO2e) 0.6 -1.2 1.1 -0.4 0.2 0.5

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on ECAPOV harmonization, using 2023-HIS. Actual data: 2023. Nowcast: 2024. Forecasts are from 2025 to 2027.
2/ Projection using neutral distribution (2023) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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KAZAKHSTAN

Economic growth reached 4.8 percent in 2024 and is
projected at 4.5 percent in 2025, driven by new oil pro-
duction, before slowing toward its long-term potential rate.
Inflation is expected to increase to 10 percent in 2025,
before starting to moderate. The poverty rate is projected
to decrease to 6.1 percent in 2025.

Key conditions and challenges

Kazakhstan has set an ambitious target of doubling its economy by
2030 from 2023 levels, a goal that hinges on accelerating growth.
However, low and stagnant productivity and the continued domi-
nance of extractive industries remain key obstacles.

The economy remains heavily state-driven, with SOEs maintaining
a strong presence even in competitive markets. Excessive state in-
tervention—ranging from direct state control to discretionary cap-
ital allocation—stifles competition, discouraging genuine entrepre-
neurship, innovation, and productivity growth.

To unlock stronger growth, the authorities must foster competi-
tion, particularly in key network sectors, by reducing the state’s
footprint, liberalizing domestic markets, and ensuring a level play-
ing field by enforcing competitive neutrality in the use of state aid
and in public procurement. Building infrastructure, investing in hu-
man capital, and advancing decarbonization efforts will also con-
tribute to enhance firms' competitiveness. Global decarbonization
efforts pose an additional long-term challenge, warranting a faster
pace of bold structural reforms.
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Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2021 (2017 PPPs). 3/ 2022.
4/2023. 5/ 2024. 6/ 2024.

Recent developments

GDP grew by 4.8 percent in 2024, driven by strong consumer
spending and investment. Retail spending accelerated to 9.1 per-
cent yoy in real terms (compared to 7.9 percent in 2023); this was
supported by a rise in consumer loans (+14.1 percent in real terms)
and real income growth (+1.9 percent). Investment expanded by
7.5 percentin real terms, buoyed by a strong housing market, while
FDI inflows declined. On the supply side, industrial production grew
by 2.8 percent in 2024 (+4.4 percent in 2023); this was hampered
by a 2.7 percent decline in volume of oil output, while services in-
creased by 4.7 percent (+5.2 percent in 2023).

Unemployment held steady at 4.6 percent in 2024. The govern-
ment raised the minimum wage by 21.4 percent in 2024 in nom-
inal terms, contributing to a reduction in the poverty rate to 7.0
percent (US$6.85/day).

Inflation eased to 8.6 percent by end-2024 but increased to 9.4 per-
cent in February 2025 following utility price hikes, well above the
National Bank's 5 percent target. As a result, the policy rate was
raised by 125 bps to 16.5 percent in March 2025.

FIGURE 1 / Real GDP growth and contributions to real GDP growth
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FIGURE 2 / Actual and projected poverty rate and real GDP per
capita

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

40 1000000
35 900000
800000
30
700000
25 600000
20 500000
Is 400000
300000
10 o,
®. 200000
Q.9
5 ® . 100000
0 0

2008 2010 2012 2014 2016 2018 2020 2022 2024 2026

eee®. e ypper middle-income pov. rate Real GDP pc

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

18 Macro Poverty Outlook / April 2025



This outlook reflects information available as of April 10, 2025.

The current account deficit narrowed to 1.5 percent of GDP in 2024
(from -3.3 percent in 2023), reflecting lower FDI profit repatriation.
Despite this, National Bank reserves grew to US$45.8 billion, aid-
ed partly by the higher price of gold (covering 7 months of import).
The tenge depreciated 13.5 percent via-a-vis the US dollar during
2024 but it had partially recovered in early 2025.

Fiscal policy shifted to an expansionary stance in 2024, pushing the
deficit up to 3.7 percent of GDP (from 1.6 percent in 2023), dri-
ven by weaker oil revenues (due to stagnant production and flat
prices). While remaining low by global standards, the government
debt climbed to 23.7 percent of GDP in 2024, and debt service
surged to a historic high of 1.6 percent of GDP.

Real bank lending expanded by 11.7 percent yoy, with household
borrowing accounting for three-quarters of this growth. The house-
hold debt-to-wage ratio at 49 percent in 2024 surpassed levels
seen during the 2008-2009 global banking crisis. Driven by the in-
crease in consumer lending, the banking sector is enjoying record
profitability. Return on equity rose to 32.8 percent in 2024.

Qutlook

In 2025, growth is projected to moderate to 4.5 percent supported
by a one-off oil production and further fiscal stimulus, before slow-
ing further towards its 3.5 percent growth potential.

Household spending is expected to remain resilient in 2025, sup-
ported by social transfers and steady consumer borrowing. Exports
are expected to expand, driven by strong crude oil shipments.

Inflation is set to pick up in 2025 boosted by the increase in util-
ity and fuel prices (due to the reduction of subsidies), along with

a VAT hike, before subsiding in the following years. In addition,
the positive output gap—estimated to have widened in 2025—is
expected to persist, keeping inflation above the National Bank
target beyond 2027.

Declining oil prices and the ongoing outflow of investment income
from FDI in the mining sector will widen the current account in
deficit, averaging 2.6 percent of GDP in the 2025-2027 period.

Fiscal policy is expected to remain expansionary, with the deficit
at 3.7 percent of GDP in 2025. While the new Tax Code is ex-
pected to boost non-oil revenues over time, this will be partially
offset by lower oil-related receipts. To bridge the gap, the gov-
ernment is likely to rely on increased domestic borrowing and
further drawdowns from its National Oil Fund. Spending on social
programs and infrastructure will remain a priority in the govern-
ment's 2025-2027 fiscal plan.

The poverty rate is projected to decline gradually to 4.9 percent
by 2027 (at the US$6.85/day threshold). However, higher-than-pro-
jected inflation could disproportionately impact low-income house-
holds and delay poverty reduction.

Risks to the growth outlook are tilted to the downside. At this point
it remains difficult to assess the full impact of global trade mea-
sures on outlook as policy shifts continue to unfold. A decision
by OPEC+ to lift output cuts could flood the market with crude
and push oil prices down, while recent drone attacks on a Black
Sea pumping station threaten to disrupt a vital pipeline, potentially
constraining Kazakhstan's oil exports. Either scenario would deliver
a significant shock to the economy. Domestically, continued expan-
sionary fiscal policy - particularly through quasi-fiscal operations
misaligned with the economic cycle - risks stoking already high in-
flation and undermining monetary tightening efforts.

Recent history and projections 2022 2023 2024e 2025f 2026f 2027f
Real GDP growth, at constant market prices 3.2 5.1 4.8 4.5 3.6 3.5
Private consumption 3.9 4.6 5.0 4.5 5.3 5.0
Government consumption 4.3 10.3 0.4 0.6 0.5 0.6
Gross fixed capital investment 3.8 20.7 2.4 3.0 4.2 4.1
Exports, goods and services 9.6 1.9 0.7 5.7 1.8 1.4
Imports, goods and services 13.1 14.7 3.8 3.5 3.8 3.8
Real GDP growth, at constant factor prices 2.9 4.9 4.8 4.4 3.6 3.5
Agriculture 9.1 -7.4 13.7 3.0 3.0 3.0
Industry 2.7 5.7 3.4 5.7 3.8 3.8
Services 2.5 5.6 5.0 3.7 3.4 3.4
Employment rate (% of working-age population, 15 years+) 65.4 65.3 65.3 65.3 65.3 65.3
Inflation (consumer price index) 20.3 9.8 8.6 10.0 8.7 7.5
Current account balance (% of GDP) 3.1 -3.3 -1.5 -2.6 -2.5 -2.1
Net foreign direct investment inflow (% of GDP) -2.2 -2.0 -0.9 -1.6 -1.9 -1.7
Fiscal balance (% of GDP) -0.2 -1.6 -3.7 -3.7 -2.5 -2.3
Revenues (% of GDP) 21.5 21.6 19.0 19.4 19.8 19.9
Debt (% of GDP) 22.5 22.1 23.7 25.4 26.0 26.7
Primary balance (% of GDP) 0.8 -0.5 -2.5 -2.6 -1.5 -1.3
Upper middle-income poverty rate ($6.85 in 2017 PPP)"/2 9.9 8.4 7.0 6.1 5.5 4.9
GHG emissions growth (mtCO2e) -1.1 0.7 0.3 1.7 1.8 1.5

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on ECAPOV harmonization, using 2021-HBS. Actual data: 2021. Nowcast: 2022-2024. Forecasts are from 2025 to 2027.
2/ Projection using neutral distribution (2021) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.

Macro Poverty Outlook / April 2025 19



This outlook reflects information available as of April 10, 2025.

KOSOVO

Economic performance in 2024 was positive, amid a
declining trend in poverty, strong private consumption and
decreasing inflation. Prudent fiscal policy has helped keep
the fiscal deficit and debt low. GDP growth in the medium
term is expected to reach 3.8 percent, supported primarily
by consumption. However, economic uncertainty, especially
in global trade policy, could impact exports and growth in
2025 and 2026.

Key conditions and challenges

Kosovo's economy continued its robust performance during 2024,
although structural challenges hinder faster progress in income
growth and poverty reduction. A track record of prudent fiscal
management and continued improvements in revenue generation,
framed within a solid rule-based fiscal framework, have supported
stability over the course of the years. Balancing sustainability with
development objectives requires further efforts in enhancing tax
revenue mobilization. Kosovo needs to generate additional re-
sources for its growing investment needs, including in the areas of
energy, infrastructure, human capital and connectivity. Improving
the effectiveness of public financial management remains critical
to sustained revenue mobilization. Low firm dynamism and access
to finance continue to hamper private sector development and em-
ployment creation. Net exports subtracted from growth in the last
decade driven by low export competitiveness and import depen-
dence. Economic uncertainty—especially regarding global trade
policy—could impact prospects for investment and growth.

To create a more conducive environment for private sector de-
velopment and increase competitiveness, Kosovo's growth model
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requires further diversification of its production and export base.
The recent performance of the ICT and other business services
sectors represents a positive change in this direction. Despite a
declining trend, poverty remains high and characterized by signifi-
cant regional disparities. Poverty is more prevalent among people
with lower education and families with children, hence accelerat-
ing human capital accumulation remains a priority. Gains in gen-
der equality have been modest. Low labor force participation and
employment, especially among women, remain key constraints to
poverty reduction. Accelerating convergence with EU per capita in-
come levels requires improvements in the governance framework
and higher investments in human and physical capital, and the im-
plementation of the structural reform agenda.

Recent developments

Despite a challenging external environment, real GDP growth re-
mained robustin 2024, averaging 4.4 percent supported by declining
inflation and higher wages. Private consumption continued to sus-
tain growth in Q4 (4.2 percent), alongside a pickup in gross capital
formation (9 percent). Exports of goods and services continued to
increase in Q4 (11.1 percent). On the supply side, manufacturing

FIGURE 1/ Fiscal balance and public debt
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FIGURE 2 / Actual and projected poverty rate and real GDP per
capita
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and construction activity growth remained strong in Q4 (4.3 per-
cent and 3.9 percent, respectively). After averaging 1.6 percent in
2024, consumer inflation reached 1.7 percent by February 2025.
However, domestic price pressures continued to persist, as reflected
in the increase in the production and construction cost index during
2024.Formalemploymentincreased by 2.4 percentbetweenJanuary
and September 2024. The current account deficit (CAD) increased,
reaching 9 percent of GDP in 2024, driven by a deterioration of the
goods balance. Remittances inflow growth was modest (1.4 percent),
reflecting weaker activity in origin countries. Fiscal outturns have
been positive with preliminary data for 2024 indicating a deficit of
0.2 percent of GDP. Robust tax revenue growth (9.3 percent), par-
ticularly from indirect taxes (10.6 percent), combined with rising,
but still under-executed capital expenditures (16.7 percent) con-
tributed to this outcome. The financial sector remains stable and
financial deepening continues. In 2024, the average (y/y) increase
of new loans was 22 percent. Bank asset quality remains satisfac-
tory, with non-performing loans remaining stable at 2 percent by
September 2024. Poverty reduction is projected to have continued,
with a decline of 3 percentage points in 2024 due to higher growth.

Qutlook

GDP growth is expected to reach 3.8 percent in 2025 and
2026, driven by consumption and investment activity. Higher

wages, credit growth and a high level of public transfers are
expected to support consumption. An increase in social spend-
ing and wages, and increased execution of public investment
is expected to drive the fiscal deficit to 1 percent of GDP in
2025. The outlook is subject to a high degree of uncertainty
and risks. A further slowdown in EU activity, as well as height-
ened trade uncertainty, has the potential to negatively affect
growth through reduced demand of goods and services exports
and decreased inward investment flows. At the domestic level,
delays in forming a new government could negatively impact
investment and the implementation of the structural reform
agenda. Geopolitical uncertainty, and that associated with the
domestic political context, also entail risk. Kosovo has a lower
elasticity of poverty reduction in response to economic growth
compared to its peers. Therefore, further progress in reduc-
ing poverty will depend on the ability to sustain higher growth
rates in the future. A tighter labor market could help boost
wages, but policies to increase the quality of education and
skills of lower educated workers could provide an additional
boost. The decline in population, partly due to outmigration,
could be offset by increasing female labor force participation,
currently constrained by factors such as lack of childcare ser-
vices. Expanding childcare services would improve labor market
opportunities for women and enhance children's school readi-
ness through better early childhood education (ECE), while also
creating additional job opportunities.

Recent higtory and projections 2022 2023 2024e 2025f 2026f 2027f
Real GDP growth, at constant market prices 4.3 4.1 4.4 3.8 3.8 3.8
Private consumption 3.4 3.1 4.5 4.4 4.6 4.5
Government consumption 0.2 5.9 2.2 2.5 2.6 3.0
Gross fixed capital investment -3.2 4.5 5.2 4.3 4.1 4.2
Exports, goods and services 18.9 7.2 4.8 3.3 2.8 2.8
Imports, goods and services 5.4 4.7 4.6 4.3 4.2 4.2
Real GDP growth, at constant factor prices 5.2 3.6 4.4 3.8 3.8 3.8
Agriculture 4.5 -3.0 2.1 2.0 1.8 1.8
Industry 4.0 3.3 3.9 3.9 3.9 4.0
Services 6.1 4.8 5.0 4.0 4.0 3.9
Inflation (consumer price index) 11.6 4.9 1.6 1.9 2.0 2.0
Current account balance (% of GDP) -10.3 -7.6 -9.0 -8.7 -7.8 -7.3
Net foreign direct investment inflow (% of GDP) 6.3 6.8 6.1 6.0 6.0 6.0
Fiscal balance (% of GDP) -0.5 -0.3 -0.2 -1.0 -1.3 -1.5
Revenues (% of GDP) 27.9 29.3 29.9 30.1 29.8 29.5
Debt (% of GDP) 19.7 17.2 16.6 17.4 17.9 18.8
Primary balance (% of GDP) -0.2 0.1 0.2 -0.7 -0.9 -1.1
Upper middle-income poverty rate ($6.85 in 2017 PPP)? 22.2 19.5 16.4 14.4 12.4 10.5

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on ECAPOV harmonization, using 2017-HBS. Actual data: 2017. Nowcast: 2018-2024. Forecasts are from 2025 to 2027.
2/ 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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KYRGYZ REPUBLIC

Economic growth reached 9.0 percent in 2024, though it is
expected at 6.8 percent in 2025. Poverty is projected to
have decreased from 7.1 percent in 2023 to 4.4 percent in
2024. Bold reforms to level the playing field, strengthen
regulatory and legal institutions, liberalize the telecoms
and aviation sectors, remove trade barriers, and attract
foreign direct investment (FDI) are essential to boost
growth and jobs creation.

Key conditions and challenges

The Kyrgyz Republic remains one of the poorest and most econom-
ically vulnerable countries in the Europe and Central Asia region, as
a small, undiversified economy. Economic growth and current ac-
count deficits are dependent on gold exports and remittances.

Since Russia’s invasion of Ukraine, the country has benefitted
from the transit trade of goods (“re-exports”) from third countries
to Russia, mainly from China. This has generated robust growth
and fiscal outcomes. The large output gap, however, is causing
inflationary pressures and due to supply-side constraints, growth
is expected to slow.

The government is embarking on several large infrastructure
megaprojects, notably the Kambarata-1 HPP and Uzbekistan-Kyr-
gyzstan-China railway, which will boost growth provided macro-fis-
cal sustainability is maintained.

Private sector productivity and jobs are constrained by an uncom-
petitive business environment and an uneven playing field, largely
due to the privileged role of state-owned enterprises (SOEs), and
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weak and arbitrary law enforcement, including in the abuse of tax
inspections. Households are increasingly worried about employ-
ment, while urban poverty exceeds poverty in rural areas.

Recent developments

Strong economic growth in 2024, was supported by re-exports and
rising remittance inflows. In real terms, GDP grew by 9 percent
in 2024, driven by consumption growth (11.3 percent growth), ex-
ports (42.7 percent), and investment (26.7 percent). On the produc-
tion side, growth was supported by construction (18 percent), ser-
vices (9.6 percent), and agriculture (6.3 percent) in real terms.

Average inflation declined to 5 percent in 2024 (from 10.8 percent
a year earlier), as food price pressure weakened, but rebounded
since September 2024 to 6.9 percent as of February 2025. The Na-
tional Bank cut the policy rate to 9 percent by May 2024. In the
banking sector, capital adequacy and liquidity ratios were 22.3 per-
cent and 78.8 percent, respectively, above requirements.

The current account deficit was 38.7 percent of GDP in Q1-Q3
2024 (versus 52.8 percent in Q1-Q3 2023). This was driven by the

FIGURE 1/ Headline, food, and fuel inflation
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FIGURE 2 / Real GDP growth and poverty rate
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under-reporting of re-exports reflected in “Errors and Omissions”
of 33.8 percent of GDP in Q1-Q3 2024. Exports grew by 49.8 per-
cent in Q1-Q3 2024 due to gold, tourism, and logistics services,
while imports increased by 11.6 percent. Remittances declined
slightly from 17.8 percent of GDP in 2023 to 17.1 percent in 2024.

The currency strengthened by 2.3 percent against the US dollar
in 2024, and the real effective exchange rate appreciated by 3.6
percent. Gross international reserves increased to 3.4 months of
imports as of end-2024 (versus 2.4 months by end-2023), as the
National Bank purchased gold.

The fiscal surplus increased in 2024 to 1.8 percent of GDP (versus
1.1 percent in 2023), as total revenues increased to 35.8 percent of
GDP (versus 34.3 percent in 2023). Higher tax revenues were facil-
itated by simplified taxes, corporate income tax, and customs du-
ties, which accounted for a 63 percent tax increase, resulting from
rising imports, mining company activities, and improved tax admin-
istration. Government expenditures rose to 34.0 percent of GDP in
2024 (versus 33.2 percent in 2023), driven by increased spending
on health, pensions, and interest payments. Yet capital spending
declined to 6.1 percent of GDP, from 6.9 percentin 2023. Public debt
decreasedto37.5percentof GDPin 2024, from42 percentin 2023.

In 2024, the US$3.65 per day poverty rate dropped to 4.4 percent,
from 7.1 percent in 2023, supported by lower inflation and robust
economic growth. However, rising urban poverty is concerning: by
2022/23, urban poverty levels surpassed rural areas. According to
the L2KGZ survey, 50 percent of respondents viewed jobs as the
top economic challenge, while real household incomes stagnated
in the latter half of 2024.

Outlook

GDP growth is projected to slow to 6.8 percent in 2025,
as re-exports subside—reducing service sector growth and
dampening consumption growth—and moderated investment
and export growth. Construction and services will likely keep
driving growth on the production-side. Growth is expected
to slow to 5.5 percent in 2026, as gold production falls, be-
fore rebounding to 5.8 percent in 2027 as large megaproject
investments commence.

Assuming monetary policy remains prudent, inflation is projected
at below 7 percent by end-2025 and to stabilize at 6 percent
in the medium term—within the National Bank's target range of
5-7 percent. The current account deficit is projected at 8.1 per-
cent of GDP in 2025, 8.3 percent in 2026 with a decline in gold
exports, and 7.2 percent in 2027 with stronger external demand
and remittance inflows.

The fiscal balance is projected to turn to a deficit of 2.2 percent of
GDP in 2025 as revenues decline and expenditures rise, then in-
crease in the medium term with higher social spending and capital
outlays. Poverty is expected to decline to 3.3 percent in 2025 and
2.6 percent in 2026, supported by social protection programs, pen-
sions, and lending to vulnerable households.

Risks to this outlook arise from tighter sanctions against Russia, im-
pacting trade and remittances, resulting in fuel and food price ris-
es, and adverse impacts from slowing Chinese growth due to US-
China trade tensions.

Recent history and projections 2022 2023 2024e 2025f 2026f 2027f
Real GDP growth, at constant market prices 9.0 9.0 9.0 6.8 5.5 5.8
Private consumption 17.0 18.6 11.3 6.4 5.4 5.1
Government consumption 4.4 0.2 0.6 1.3 1.0 0.6
Gross fixed capital investment 6.9 30.6 26.5 9.9 11.8 13.2
Exports, goods and services 59.2 -3.0 42.7 7.7 5.7 7.8
Imports, goods and services 66.7 37.6 4.8 9.2 9.6 10.4
Real GDP growth, at constant factor prices 12.1 7.9 9.0 6.8 5.6 5.8
Agriculture 7.3 0.6 6.3 2.2 2.5 2.3
Industry 11.9 4.8 5.6 7.0 4.0 6.6
Services 16.0 14.4 11.9 9.6 7.8 7.4
Employment rate (% of working-age population, 15 years+) 67.6 67.1 67.3 67.4 67.4 67.5
Inflation (consumer price index) 13.9 10.8 5.0 6.8 6.0 6.0
Current account balance (% of GDP) -42.4 -44.9 -24.9 -8.1 -8.3 -7.2
Net foreign direct investment inflow (% of GDP) 4.2 1.0 2.8 2.9 2.7 2.9
Fiscal balance (% of GDP) -1.3 1.1 1.8 -2.2 -2.5 -2.9
Revenues (% of GDP) 34.6 34.3 35.8 32.3 31.7 314
Debt (% of GDP) 46.8 42.0 375 36.0 35.1 33.8
Primary balance (% of GDP) -0.2 2.1 2.9 -1.2 -1.4 -1.9
International poverty rate ($2.15 in 2017 PPP)2 0.3 0.1 0.0 0.0 0.0 0.0
Lower middle-income poverty rate ($3.65 in 2017 PPP)2 11.3 7.1 4.4 3.3 2.6 2.0
Upper middle-income poverty rate ($6.85 in 2017 PPP)"> 60.1 51.0 43,0 38.3 35.0 31.8
GHG emissions growth (mtCO2e) -0.1 1.2 2.3 1.7 1.6 2.1

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on ECAPOV harmonization, using 2017-KIHS and 2022-KIHS. Actual data: 2022. Nowcast: 2023-2024. Forecasts are from 2025 to 2027.
2/ Projection using point-to-point elasticity (2017-2022) with pass-through = 0.7 based on GDP per capita in constant LCU.
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MOLDOVA

Moldova’s economic recovery remains fragile due to energy
price shocks and the ongoing impact of Russia’s invasion of
Ukraine. Growth is expected to remain modest in 2025 with
a gradual recovery expected in the medium term. Significant
risks include prolonged hostilities, energy price volatility,
and upcoming parliamentary elections. Tackling poverty,
low productivity, and climate vulnerabilities requires struc-
tural reforms and deeper EU integration.

Key conditions and challenges

Moldova's economic recovery remains fragile due to energy price
shocks from the non-renewal of the gas transit contract through
Ukraine in January 2025 and the ongoing impact of Russia's inva-
sion of Ukraine. Despite meeting energy needs through European
Union (EU) imports, Moldova faces higher energy prices and in-
creased fiscal costs. While the outlook is moderately positive, risks
include prolonged conflict, energy price volatility, the 2025 parlia-
mentary elections, and slower growth in key trade partners amid
an uncertain global trade outlook. Poverty persists, particularly in
rural areas, while declines in remittances and an aging population
add pressure to the economy. Low labor participation hampers
employment growth. Progress on EU accession and structural re-
forms is crucial for long-term growth, with the EU offering signifi-
cant support for reforms and energy independence.

Recent developments

Moldova's economy showed mixed results in 2024. After a strong
start, the economy contracted in the second half of the year,

Population'

million

2.3

2
Poverty
millions living on less than $6.85/day

0.5

Life expectancy at birth’ School enrollment”
years primary (% gross)

68.6 107.0

GDP per capita®

current US$, billion current US$

18.2 7774.2

Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2022 (2017 PPPs). 3/ 2022.
4/2022. 5/ 2024. 6/ 2024.

GDP’

resulting in marginal overall growth of 0.1 percent in 2024. Private
consumption and investment drove expansion, while public con-
sumption and net exports—affected by rising imports and declin-
ing fuel and grain re-exports to Ukraine—contracted. The industrial
and IT sectors contributed positively to overall growth, with the IT
sector benefiting from strong external demand. The financial sec-
tor also saw gains due to favorable interest rates. However, the
transport and real estate sectors contracted, and agriculture was
negatively impacted by a summer drought.

The current account deficit (CAD) widened from 11.9 percent of
GDP in 2023 to 16 percent in 2024. Key factors included an 18 per-
cent increase in trade deficit, a reduced primary surplus, and a
4.5 percent drop in remittances, particularly from Commonwealth
of Independent States countries. The CAD was mainly financed
through debt, deposits, and limited foreign direct investment. Total
public and private external debt declined by 4.4 percentage points
to 56.1 percent of GDP by end-2024, while foreign reserves re-
mained stable at US$5.5 billion.

Average annual inflation decreased from 13.4 percent in
2023 to 4.7 percent in 2024, driven by falling regulated food
prices, lower import prices, and moderate currency appreciation.

FIGURE 1/ Actual and projected macroeconomic indicators
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FIGURE 2 / Actual and projected poverty rates and real private
consumption per capita
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Inflation fell below the target range in Q2, then exceeded the up-
per limit in the second half of the year, peaking in December due
to gas tariff hikes. The National Bank of Moldova (NBM) raised
the base interest rate to 6.5 percent in early 2025 to curb infla-
tion. The NBM's prudent exchange rate policy helped maintain
stable foreign reserves.

The fiscal deficit fell from 5.1 percent of GDP in 2023 to 4 percent
in 2024, supported by higher revenues from social contributions,
value-added tax, excise duties, and personal income taxes. These
revenues gains offset rising expenditures on wages, goods, ser-
vices, and social programs. However, spending on non-financial as-
sets declined, highlighting weaknesses in public investment man-
agement. The deficit was mainly financed through foreign sources.
Public and publicly guaranteed debt is expected to reach 37.5 per-
cent of GDP by end-2024.

Driven by positive private consumption and government support
during the winter, poverty in Moldova, measured against the World
Bank’s global UMIC poverty line of US$6.85 (2017 PPP), is expected
to decrease from 14.7 percent in 2017 to 13.9 percent in 2024,
which represents a slower pace of poverty reduction than in the
past due to a rise in poverty in 2022.

Qutlook

Growth for 2025 is expected to only reach 0.9 percent due to
the energy price shocks that erode household purchasing pow-
er and weaken economic activity, which is only partly mitigat-
ed by government measures to support vulnerable households
and firms. Private consumption is expected to grow slowly,
while public consumption will play a larger role. Private invest-
ment will remain subdued due to elevated interest rates and

lower investor confidence. Weak exports, particularly to Roma-
nia, will continue to weigh on growth.

In the medium term, Moldova’'s economy is expected to recover
gradually, underpinned by reforms that enhance competitiveness
and diversification, aligning with EU accession objectives. Con-
sumption is expected to remain the primary growth driver, while
investment increases as Moldova strengthens its ties with the EU.
The IT and other services sectors will lead growth, while the indus-
try sector stabilizes. The financial and construction sectors are like-
ly to benefit from lower interest rates. Agriculture growth will re-
main constrained by low productivity. The poverty rate is projected
to decline to 12.4 percent in 2025, supported by improved private
consumption and government support to households.

The CAD is expected to remain elevated in 2025 due to the persistent
goods trade deficit and high energy prices, while remittances and FDI
will remain constrained by Russia’s invasion of Ukraine and election-
related uncertainties, further exacerbated by shifts in global trade
policy. Over the medium term, the CAD is expected to improve
gradually as import prices stabilize and trade logistics strengthen.

Despite government support cushioning households, inflation is
expected to remain high in 2025, exceeding the target of 5 percent,
driven by energy price pressures. Inflation is expected to stabilize
near the 5 percent target by 2027.

The fiscal deficit is projected at 4.5 percent of GDP in 2025, reflect-
ing continued spending on energy subsidies and wage support. The
government will sustain elevated spending to protect households
and businesses from energy price hikes, with EU financial sup-
port helping to offset some of these costs. In the medium term,
the deficit is expected to decline to 3 percent of GDP by 2027, as
fiscal support measures are gradually phased out.

Recent history and projections 2022 2023 2024e 2025f 2026f 2027f
Real GDP growth, at constant market prices -4.6 1.2 0.1 0.9 2.4 4.4
Private consumption -4.8 -1.7 2.4 1.4 2.5 3.8
Government consumption 4.8 0.0 -1.7 0.3 0.2 0.2
Gross fixed capital investment -10.5 0.0 8.0 3.6 5.6 6.2
Exports, goods and services 29.7 4.8 -5.0 3.3 4.5 6.0
Imports, goods and services 18.2 -5.1 5.2 3.8 4.3 4.5
Real GDP growth, at constant factor prices -4.2 2.4 0.1 0.9 2.4 4.4
Agriculture -23.5 26.7 -18.9 2.9 3.8 4.1
Industry -10.3 -8.8 3.3 1.4 3.4 5.2
Services 3.0 1.8 3.5 0.4 1.8 4.3
Inflation (consumer price index) 28.7 13.4 4.7 7.8 6.1 4.9
Current account balance (% of GDP) -17.1 -11.8 -16.0 -14.2 -12.8 -12.3
Net foreign direct investment inflow (% of GDP) 3.7 2.5 1.7 2.5 2.8 2.7
Fiscal balance (% of GDP) -3.2 -5.1 -3.9 -4.5 -3.6 -3.1
Revenues (% of GDP) 33.3 33.7 34.1 34.0 33.5 33.4
Debt (% of GDP) 35.9 35.6 38.8 38.5 38.2 34.8
Primary balance (% of GDP) -2.2 -3.3 -2.7 -2.9 -2.5 -2.1
International poverty rate ($2.15 in 2017 PPP)"2 0.0 - - = - =
Lower middle-income poverty rate ($3.65 in 2017 PPP)'2 0.4 0.3 0.2 0.2 0.2 0.1
Upper middle-income poverty rate ($6.85 in 2017 PPP)2 18.1 16.2 13.9 12.4 11.1 9.5
GHG emissions growth (mtCO2e) 0.2 7.2 6.5 6.4 7.9 3.4

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on ECAPOV harmonization, using 2022-HBS. Actual data: 2022. Nowcast: 2023-2024. Forecasts are from 2025 to 2027.
2/ Projection using neutral distribution (2022) with pass-through = 0.7 (Low (0.7)) based on private consumption per capita in constant LCU.
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MONTENEGRO

Montenegro experienced strong post-pandemic growth,
which moderated to 3 percent in 2024 and is projected to
remain at 3 percent in 2025, amid global uncertainties.
While public debt is sustainable, expected to average 65.6
percent of GDP from 2025-2027, uneven debt repayments
pose a vulnerability that requires careful fiscal manage-
ment. EU accession remains a strategic priority, amidst
progress on economic reforms and political stability.

Key conditions and challenges

Montenegro, with its small open economy and European Union
(EU) aspirations, has demonstrated resilience despite being sus-
ceptible to external and domestic shocks. As a euroized economy,
it relies heavily on fiscal policy for macroeconomic stability. The
country's heavy dependence on tourism, coupled with environ-
mental degradation, highlights the need for an improved ap-
proach to sustainable development. Following a 15.3 percent con-
traction in 2020, the economy recovered quickly in 2021-23, aver-
aging an annual growth of 8.6 percent. However, growth slowed
to 3 percent in 2024, primarily due to a weaker-than-expected
tourism season.

In 2022, Montenegro initiated significant fiscal reforms to stim-
ulate job creation and raise wages under the Europe Now pro-
gram, which included abolishing healthcare contributions, adopt-
ing progressive income taxation, introducing a tax allowance, and
increasing the minimum wage. In 2024, the government imple-
mented the second phase of this program, further raising min-
imum pensions and wages, and halving pension contributions.
These measures, while leading to a tax revenue shortfall, even with
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increased indirect tax collections, are expected to keep the budget
deficit at above 3 percent in the medium term. Even though Mon-
tenegro successfully reduced its public debt from 103.5 percent of
GDP in 2020 to 61.3 percent in 2024, a lumpy debt repayment pro-
file in 2025-2027 further adds to the fiscal challenges.

After three years of political instability following the 2020 elec-
tions which represented the first major power shift in 30 years,
Montenegro's government, formed in October 2023 and reshuf-
fled in July 2024, has made EU accession its priority. In June 2024,
a positive Interim Benchmark Assessment Report marked a cru-
cial step toward closing chapters and moving closer to EU mem-
bership. Yet, the delay in the 2025 budget adoption highlights
continuing political challenges.

Recent developments

GDP growth slowed from 6.3 percent in 2023 to 3.0 percent in
2024. Although private consumption and investment remained ro-
bust, supporting growth, a 5 percent decline in tourist overnight
stays and stagnant industrial production due to a decline in elec-
tricity production, negatively impacted net exports and overall

FIGURE 1 / Real GDP growth and contributions to real GDP growth
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FIGURE 2 / Actual and projected poverty rates and real private
consumption per capita
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growth. Meanwhile, employment continued to expand across all
sectors. 2024 LFS data show an employment rate of 56.4 percent
and an activity rate of 64.3 percent, with unemployment falling to
11.5 percent. By December 2024, average net monthly wages had
risen to €1,012, marking a 21.7 percent y/y real increase following
the pension contributions cuts. Inflation dropped to 3.4 percent in
2024, a significant decrease from 8.6 percent in 2023. Poverty (in-
come below $6.85/day in 2017 PPP) is projected to have declined
to 8.9 percent in 2024.

The financial sector remains robustly capitalized and liquid, with
strong credit growth. As of December 2024, the capital adequacy
ratio stood at 19.4 percent, and non-performing loans dropped to
4.1 percent from 5.8 percent a year ago.

In 2024, the current account deficit (CAD) widened due to lower
service exports and a decline in net income accounts. Net foreign
direct investment (FDI) grew by 13 percent, covering just over a
third of the CAD, with the remainder covered by new debt.

The fiscal deficit rose to 3.1 percent of GDP in 2024. Despite the
absence of one-off revenues that contributed to a budget surplus
of 0.6 percent of GDP in 2023, revenues still grew strongly by 7
percent. The largest contributions to revenue growth came from
VAT and CIT. Meanwhile, expenditures increased by 17 percent,
primarily due to higher social spending (including higher mini-
mum pensions) and increased capital expenditures. Public debt is
estimated at 61.3 percent of GDP, with around 4 percent of GDP
held in deposits.

Outlook

Amid an unfavorable global outlook and trade policy uncertainties,
GDP growth is projected to average 3 percent during 2025-27,
primarily driven by private consumption and investments. Higher
net real wages, credit growth, and solid employment are expect-
ed to drive a 3 percent growth in 2025, despite the closure of
the thermal power plant for reconstruction, which will require in-
creased energy imports. The CAD is projected to widen to 18.5
percent of GDP in 2025 due to higher energy imports, with just
over a third of it financed by net FDI, the rest financed through
new borrowing. Inflation is expected to soften to 2.9 percent in
2025 and further to 2.3 percent in 2026. Poverty is projected to
decline to 7.5 percent in 2027. Most of the poor are chronical-
ly unemployed, students, or out of the labor force, mainly in the
northern region. Thus, reducing poverty requires targeted policies
alongside sustained economic growth.

The fiscal deficit is expected to increase in 2025 to approximately
4 percent of GDP before gradually declining to 3.6 percent in 2027.
Implementing additional fiscal consolidation measures would en-
hance fiscal performance. Public debt is expected to rise to around
65.8percent of GDP in 2027. Ensuring debt sustainability will ne-
cessitate fiscal discipline, particularly given the significant financing
needs over 2025-27 and elevated external financing costs. Down-
side risks include extended geopolitical and trade uncertainties
that could have significant additional adverse indirect effects on
Montenegro's growth through its main trading partners.

Recent history and projections 2022 2023 2024e  2025f  2026f  2027f
Real GDP growth, at constant market prices 6.4 6.3 3.0 3.0 2.9 3.0
Private consumption 9.7 6.5 8.7 5.7 3.9 3.6
Government consumption 1.5 3.1 1.7 1.4 1.3 1.4
Gross fixed capital investment 0.1 6.9 9.3 4.1 3.1 3.2
Exports, goods and services 22.7 9.0 -3.2 0.1 3.4 3.7
Imports, goods and services 21.3 5.9 5.5 4.3 4.0 3.8
Real GDP growth, at constant factor prices 6.3 5.7 1.7 3.0 2.9 3.0
Agriculture -2.9 -0.3 0.0 0.2 0.2 0.2
Industry -5.2 5.1 -3.5 -3.1 3.4 3.8
Services 10.6 6.5 3.1 4.6 3.1 3.1
Employment rate (% of working-age population, 15 years+) 50.3 55.6 56.4 57.2 57.9 58.7
Inflation (consumer price index) 13.0 8.6 3.4 2.9 2.3 2.0
Current account balance (% of GDP) -12.9 -11.4 -17.3 -18.5 -18.1 -17.4
Net foreign direct investment inflow (% of GDP) 13.2 6.2 6.6 6.9 6.9 6.9
Fiscal balance (% of GDP) -3.7 0.6 -3.1 -4.0 -3.8 -3.6
Revenues (% of GDP) 39.2 42.2 42.7 41.4 41.8 41.9
Debt (% of GDP) 69.2 59.3 61.3 64.6 66.5 65.8
Primary balance (% of GDP) -2.1 2.4 -1.1 -1.8 -1.3 -1.2
International poverty rate ($2.15 in 2017 PPP)'2 1.9 1.8 17 1.6 15 1.5
Lower middle-income poverty rate ($3.65 in 2017 PPP)*2 31 2.9 2.8 2.6 2.6 2.5
Upper middle-income poverty rate ($6.85 in 2017 PPP)"/2 10.5 9.3 8.9 8.5 8.0 7.5
GHG emissions growth (mtCO2e) 2.2 1.3 -0.2 -1.1 1.8 1.9

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on ECAPOV harmonization, using 2022-SILC-C. Actual data: 2021. Nowcast: 2022-2024. Forecasts are from 2025 to 2027.
2/ 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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NORTH
MACEDONIA

Growthin 2024 edged up, supported by services and highway
construction, while industrial production declined due to
falling external demand for automotive supply-chain products.
Inflationary pressures resurfaced atthe end of 2024, despite
effortsto control domestic prices. As public sector wages,
pensions, and subsidies increased, fiscal consolidation has
been postponed. The growth outlook supports further
poverty reduction, but underlying vulnerabilities are rising.

Key conditions and challenges

Growth strengthened in 2024, predominantly driven by public in-
vestment and public consumption. Poverty, as measured by the
upper middle-income poverty line of USD 6.85 per day, is estimated
to have declined marginally in 2024 due to easing inflation and ris-
ing real wages vis-a-vis 2023.

Fiscal sustainability remains a key challenge. The average fiscal
deficit with the State Roads Enterprise, which has remained at
5 percent of GDP since 2021, is expected to decrease to 4 per-
cent—by the end of the projection horizon. Newly introduced fiscal
rules on the deficit and debt were breached in 2024 led by higher
social transfers, public sector wages, and interest payments. Fiscal
consolidation efforts will be needed ahead of large Eurobond re-
payments due in 2026-2028.

At the same time, a continuous buildup of price pressures, includ-
ing due to real wage growth above productivity increases, pro-
longed inflationary pressures. Containing further wage growth,
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eliminating anti-competitive practices, and enabling enforcement
of competition rules can foster competition and reduce markups
and thus price pressures.

The long-term growth prospects are strongly tied to the pace of
reform implementation and structural transformation of the econ-
omy. Implementation of the Reform Plan that would advance the
European Union (EU) accession process, as well as focusing on la-
bor, energy, digital, and governance reforms could bring important
growth dividends.

Recent developments

After a significant revision of national accounts, real GDP
growth moved up to 2.8 percent in 2024. Output growth was
driven by government consumption and investments, while net
exports dived into negative territory. On the production side,
growth was led by services and construction, largely related to
highways, while manufacturing battled with weak external demand
for car-supply parts.

FIGURE 1/ Fiscal performance
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FIGURE 2 / Actual and projected poverty rate and real GDP per
capita
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Labor market indicators (15+) improved further in 2024, with a 0.4
pp increase in the employment rate and 0.1 pp increase in the
participation rate to 45.8 percent and 52.3 percent, respectively,
but gains were not uniform. While the total unemployment rate
dropped to 12.4 percent, this was driven by those with primary and
secondary education. The unemployment rate among those with
higher education increased by 1.7 pp. The youth unemployment
rate (15-24) remains high at 28.9 percent.

Headline inflation went up from a 3-year low of 2.2 percent in Au-
gust 2024 to 5 percent in February 2025, in part due to high food
prices despite the introduction of price and margin caps for over
1,000 products. Both core inflation and producer prices surged
above 5 percent, as wages, albeit decelerating, continued growing.
As inflation decelerated to 2.7 percent in March 2025, the Central
Bank kept the main policy rate unchanged at 5.35 percent.

The fiscal deficit (general government) increased to 4.6 percent
of GDP in 2024, with significant under-execution of capital spend-
ing and reallocation to rising current spending. The public debt
to GDP ratio surged to 62.4 percent, with arrears at 4.1 percent
of GDP in 2024.

The stability of the banking sector has been strengthened with
an increase in the capital adequacy ratio to a historical high of
19 percent in Q3 2024, and solvency at above pre-pandemic val-
ue, while the liquidity rate has been steady, around 20 percent.
Credit growth, at 11.2 percent at end-2024, picked up by close
to 6 pp relative to end-2023, while the NPL ratio remained sta-
ble at 2.6 percent at end-2024.

The current account deficit deepened to 2.25 percent of GDP in
2024, as the trade deficit widened to 20 percent, financed by
strong foreign direct investment (FDI) inflows, services exports

and remittances. External debt stood at 76.9 percent of GDP in
Q3 2024, of which 56.4 percent is long-term.

Qutlook

The medium-term outlook remains positive, but underlying vulner-
abilities are rising. The recent shifts in global trade policy and in-
creased uncertainty, while having a low direct impact, will indirectly
affect the economy through multiple channels. Growth is expect-
ed to average 2.8 percent during 2025-2027, below earlier projec-
tions, as higher spending on public investment projects is offset by
slowing private consumption and exports. Headline inflation is pro-
jected to remain above the long-term average until 2027, but to fall
towards the 2 percent target thereafter.

Supported by the positive growth outlook, the USD 6.85 poverty
rate is projected to decline by a further 1.4pp by the end of 2027,
but implications of rising trade policy costs on the labor market and
poverty remain uncertain in the short-term, and improvements in
the labor market participation among youth and those with lower
levels of education would be needed to sustain poverty reduction
in the medium-to-long term.

The medium-term growth forecast relies on the assumption of the
accelerated pace of EU accession negotiations and stronger reform
effort to support the structural transformation of the economy.
Low diversification of products and markets undermines the focus
of an export-led long-term growth strategy. Moreover, the persis-
tence of low productivity, inefficient capital allocation, weaker ex-
ternal demand, and inflation-suppressed consumption continue to
overshadow the projection horizon. In this context, advancing on
the EU Reform Plan, including on green transition goals, is crucial
for fostering sustainable growth over the medium to long term.

Recent history and projections 2022 2023 2024e 2025f 2026f 2027f
Real GDP growth, at constant market prices 2.8 2.1 2.8 2.6 2.7 2.8
Private consumption 5.5 1.2 1.2 1.3 1.3 1.4
Government consumption -4.3 -1.8 9.1 5.1 4.9 4.7
Gross fixed capital investment 2.7 12.9 0.6 7.5 5.2 5.4
Exports, goods and services 10.6 -0.6 -3.8 -1.5 2.5 3.4
Imports, goods and services 13.6 -5.8 -0.6 -1.0 2.2 2.9
Real GDP growth, at constant factor prices 2.9 2.3 2.6 2.6 2.7 2.8
Agriculture -6.4 -3.0 -2.0 -0.9 -0.4 -0.1
Industry -5.6 -1.1 -0.9 -0.1 0.2 0.3
Services 6.5 3.8 4.0 3.6 3.6 3.6
Employment rate (% of working-age population, 15 years+) 45.0 45.4 45.8 46.1 46.2 46.3
Inflation (consumer price index) 14.2 9.4 3.5 2.6 2.3 2.1
Current account balance (% of GDP) -6.1 0.4 -2.3 -2.8 -2.4 -2.0
Net foreign direct investment inflow (% of GDP) 4.9 3.3 7.1 2.5 2.3 2.0
Fiscal balance (% of GDP) -4.3 -4.4 -4.6 -4.2 -4.0 -3.6
Fiscal balance with the state roads (% of GDP) -4.6 -4.6 -4.8 -4.4 -4.2 -3.8
Revenues (% of GDP) 31.6 32.7 34.0 34.5 34.5 34.8
Debt (% of GDP) 58.0 58.1 62.4 64.0 63.6 63.1
Primary balance (% of GDP) -3.2 -2.9 -2.7 -2.3 -1.8 -1.2
Upper middle-income poverty rate ($6.85 in 2017 PPP)"/2 17.7 17.4 16.6 16.0 15.7 15.2
GHG emissions growth (mtCO2e) -1.6 -1.8 0.4 1.0 1.3 1.2

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise. NA data is adjusted for residuals and LFS data is smoothed for methodological changes.
1/ Calculations based on ECAPOV harmonization, using 2020-SILC-C. Actual data: 2019. Nowcast: 2020-2024. Forecasts are from 2025 to 2027.

2/ Projection using neutral distribution (2019) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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POLAND

Poland's growth is projected to accelerate to 3.2 percent in
2025. Investment, particularly of the public sector, is
expected to be boosted by the disbursement of European
Union (EU) funds. Inflationary pressures in a tight labor
market and fiscal challenges remain a concern. Downside
risks stem from political cycles in the shorter term and
global economic uncertainty in the longer run.

Key conditions and challenges

The Polish economy has shown resilience thanks to a well-diver-
sified economic structure, integrated into regional value chains,
macroeconomic stability, a sound financial sector, strong domestic
labor markets and generous social programs combined with reac-
tive protective measures. Over the medium term, continued eco-
nomic success hinges on technological transitions. A growth mod-
el driven by innovation, leveraging Poland's strengths in clean val-
ue-chains and advanced manufacturing capabilities will require fi-
nancial deepening. The rapidly aging population remains a signif-
icant challenge to growth, inclusion and fiscal sustainability. The
technological transformation, with the fast evolution of Artificial
Intelligence (Al), creates leapfrogging opportunities but requires
adequate planning.

The administration elected in October 2023 has made efforts to
strengthen institutions, the predictability of the regulatory frame-
work and the rule of law. In 2024, Poland was placed in Excessive
Deficit Procedure (EDP) as its fiscal deficit exceeded the threshold
partly due to the large increase in defense spending (to around
4 percent of GDP). Under the new EU Fiscal Framework, it has
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committed to a Medium-Term Fiscal Structural Plan to converge
with EU fiscal deficit rules by 2028.

Recent developments

After a sharp deceleration in 2023, real GDP growth picked up in
2024, reaching 2.9 percent. Private consumption was the prima-
ry driver of growth, supported by increases in nominal and real
income. While private consumption is expected to remain strong
in 2025, public consumption is anticipated to moderate. Invest-
ments are projected to drive growth, with double-digit growth
possible in the public sector due to the implementation of EU-
funded projects. Private investment could be lower than earlier
anticipated due to trade uncertainty weighing down on invest-
ment decisions. On the supply side, services will remain solid
in 2025. At the end of 2024, inflation increased to 4.7 percent
(y/y), primarily due to the elimination of the zero VAT rate on
staple food products and the statutory price caps on fuels dur-
ing the second half of the year. The National Bank halted its
monetary easing cycle, maintaining unchanged interest rates af-
ter two reductions in 2023. This widening rate differential with
the European Central Bank has resulted in continued real-term

FIGURE 1 / Potential output growth and contributions to potential
output growth
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FIGURE 2 / Actual and projected poverty rate and real GDP per
capita.
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appreciation of the zloty. A gradual decline in inflation is expected
in the second half of 2025.

The current account weakened while remaining slightly in surplus,
as exports were constrained by subdued growth in the Euro area.
On the fiscal front, Poland's fiscal deficit exceeded 6 percent of GDP
in 2024 on the back of large defense spending and the fulfillment
of election promises. Record high defense expenditures will cause
the deficit to remain above 5 percent also in 2025.

Poverty rose in 2023 both in extreme and relative terms, as nom-
inal wage growth lagged inflation and several benefits declined
in real terms due to unindexed transfers or thresholds. While
relative poverty rose 0.5pp to 12.2 percent, muted by real pen-
sion growth, extreme poverty increased to 6.6 percent, partly
reflecting declines in the coverage of means-tested benefits. In
2024, strong labor markets, a 21.5 percent rise in minimum
wages, robust pension increases, and expanded child benefits
are expected to drive household income growth. This should
reduce relative poverty, though extreme poverty may remain
elevated as vulnerable households continue to face reduced
minimum-income support.

Qutlook

Over the medium term, growth is expected to stabilize close to
3 percent. Inflation should continue its downward trend, moving
closer to the NBP target of 2.5 percent (+/- 1 percent), while wage
growth should persist due to a tight labor market. The contribution
of net exports to growth is expected to remain negative in the

medium term, partly because of the uncertainty over trade policy
and indirect effects via German supply-chains. With large invest-
ment expenditures, a rebound is expected in the construction sec-
tor, with manufacturing also expected to accelerate. The govern-
ment announced fiscal consolidation measures over the medium
term aiming for a deficit of 2.9 percent of GDP by 2028. If defense
spending were to be excluded from the EDP calculations, Poland
would gain some fiscal space in the medium term.

National extreme poverty rates are expected to return to 2022 lev-
els by 2025 after an increase in minimum-income thresholds fol-
lowing three years of real depreciation. Income growth among low-
er-income households is projected to slow, driven by moderate
increases in pensions and wages, inflation, and declines in non-
indexed benefits. The long-term decline of minimum-income pro-
grams has strained resilience, highlighting the need to strengthen
social protection. Rising labor market participation among poorer
households should persist. However, rising life expectancy, early
retirement—particularly among women—and declining replace-
ment rates present a medium-term risk of elderly poverty.

Poland must speed up its transition to cleaner energy sources to
stay competitive in the EU, embrace new technology, and prepare
its workforce for job market changes. Additionally, Poland's public
finances will be strained over the long term due to more extreme
and frequent weather events, an ageing population, and the ne-
cessity for increased investment. Risks exist both to the downside
and upside due to regional and global geopolitical developments
and global trade uncertainty. Under a high fiscal deficit, a flexible
exchange rate and monetary policy may prove to be crucial in
mitigating global.

Recent history and projections 2022 2023 2024e 2025f 2026f 2027f
Real GDP growth, at constant market prices 5.3 0.1 2.9 3.2 3.0 2.9
Private consumption 5.2 -0.3 3.1 3.3 3.0 2.6
Government consumption 0.6 4.0 6.7 3.1 3.0 2.5
Gross fixed capital investment 1.7 12.6 1.5 8.3 5.3 3.1
Exports, goods and services 7.4 3.7 1.2 3.2 3.4 4.2
Imports, goods and services 6.8 -1.5 3.3 4.5 4.3 3.9
Real GDP growth, at constant factor prices 5.5 1.2 2.1 3.1 3.0 3.0
Agriculture 1.0 14.3 1.0 1.0 1.0 1.0
Industry 6.2 -0.5 -0.8 3.0 33 2.9
Services 5.2 1.6 3.5 3.3 3.0 3.0
Employment rate (% of working-age population, 15 years+) 56.9 57.3 58.0 58.0 58.5 58.7
Inflation (consumer price index) 14.4 11.4 3.6 4.5 2.9 2.9
Current account balance (% of GDP) -2.3 1.8 0.1 -0.1 -0.4 -1.2
Net foreign direct investment inflow (% of GDP) 4.2 2.4 1.3 2.2 2.0 1.9
Fiscal balance (% of GDP) -3.6 -5.3 -6.6 -5.5 -4.8 -4.5
Revenues (% of GDP) 39.8 41.8 44.7 44.0 44.1 43.9
Debt (% of GDP) 48.8 49.5 55.3 58.2 59.8 61.6
Primary balance (% of GDP) -2.6 -3.9 -5.0 -3.7 -3.0 -2.7
Upper middle-income poverty rate ($6.85 in 2017 PPP)'2 1.3 1.3 1.3 1.2 1.2 1.1
GHG emissions growth (mtCO2e) -3.7 -3.6 5.3 5.6 5.4 5.3

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on ECAPOV harmonization, using 2013-EU-SILC and 2023-EU-SILC. Actual data: 2022. Nowcast: 2023-2024. Forecasts are from 2025 to 2027.
2/ Projection using point-to-point elasticity (2012-2022) with pass-through = 0.7 based on GDP per capita in constant LCU.
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ROMANIA

Romania’s growth decelerated to 0.9 percent in 2024, slow-
ing poverty reduction and reflecting anemic private invest-
ment and a worsening trade deficit. Global economic uncer-
tainty is expected to affect growth and poverty reduction in
2025 and over the medium term. The fiscal deficit is expect-
ed to decline. Despite wage and pension gains, job
prospects for low-skilled workers may shrink.

Key conditions and challenges

Romania has advanced its economic development and EU conver-
gence but needs more inclusive and sustainable growth. Growth
obstacles include regional disparities, institutional weaknesses,
skilled labor shortages, a declining working-age population, vul-
nerabilities to natural hazards and climate change. Pro-cyclical
fiscal measures have fueled consumption, leading to consistently
high twin deficits. Although Romania has achieved high-income
status, it still has some of the highest poverty and inequality rates
in the EU, with significant regional disparities. The main short-
term challenge is balancing fiscal and trade pressures while ad-
dressing persistent social inclusion issues. Implementing structur-
al reforms and investment priorities under the National Recovery
and Resilience Plan (NRRP) is vital for sustainable recovery and
fiscal consolidation.

Recent developments

Romania’s economic growth decelerated to 0.9 percent y-o-y in
2024. Private consumption remained the main growth driver, rising

Population' Poverty’
million millions living on less than $6.85/day

19.0 1.4

Life expectancy at birth’ School enrollment”
years primary (% gross)

75.3 84.9

GDP’ GDP per capita®

current US$, billion current US$

388.4 20488.7

Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2022 (2017 PPPs). 3/ 2022.
4/2022. 5/ 2024. 6/ 2024.

by 5 percent y-o-y, supported by wage and pension increases.
Investment declined by 1.7 percent y-o-y, reversing the double-
digit expansion in 2023, reflecting negative dynamics in equip-
ment and new construction works components, and reduced
business confidence in construction. The trade deficit worsened
as the goods deficit widened and the services surplus shrank,
with exports falling by 3.6 percent y-o-y and imports rising
by 3.4 percent y-o-y. On the supply side, construction growth
turned negative, down 2.4 percent y-o-y, compared to a 12
percent expansion in 2023, reflecting a 22.1 percent decrease
in residential construction while civil engineering projects grew
modestly by 2 percent. Industry stagnated mainly due to a 4.7
percent y-o-y decline in one of its main activities, the energy
sector, on account of reduced hydroelectric production and low-
er energy exports. Unemployment remains contained at 5.4 per-
cent in December 2024, below the EU average of 5.9 percent.
Nominal net wages grew by 11.1 percent y-o-y in December
2024, above headline inflation, driven by public sector wage in-
creases. The National Bank of Romania reduced the monetary
policy rate from 7 percent to 6.5 percent through two 25-basis-
point cuts in July and August 2024, as inflation fell from 7.4 per-
cent in January to 4.9 percent in June 2024. However, the pol-
icy rate has remained unchanged since then as the disinflation

FIGURE 1 / Real GDP growth and contributions to real GDP growth
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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process stalled, with annual inflation at 5.1 percent in Decem-
ber, driven by strong household demand, reflecting public wage
and pension increases, and the impact of the severe drought af-
fecting the food component of the consumer price index. Private
sector credit growth accelerated to 8.9 percent y-o-y in 2024,
from 6.4 percent in 2023, driven by household loan dynamics
(up 9.3 percent y-o-y).

The fiscal deficit reached 8.6 percent of GDP in 2024, 3 percent-
age points higher than in 2023. The increase reflects expenditure
growth (up 19.1 percent), outpacing revenue increases (up 10.4
percent) in the context of the current political cycle. Notably, ma-
jor expenditure items, such as personnel expenditure, grew by
24 percent in 2024, and the average monthly pension rose by
39 percent y-o-y as of December 2024. Romania’s public debt-
to-GDP ratio was 54.3 percent in November 2024, below the EU
average of 81.6 percent in Q3 2024. However, it has significant-
ly risen from 35 percent at end-2019, highlighting vulnerability to
economic shocks, fiscal slippages and political uncertainty.

Poverty projections for the near term are mixed. While poverty
($6.85/day 2017 PPP) is expected to decline slowly to 6.9 percent
in 2024, economic growth has slowed, unemployment is ris-
ing among less-educated workers, and the contraction in resi-
dential construction and industry may disproportionately impact
low-income workers. These factors could hinder poverty reduc-
tion. However, strong real wage growth—particularly in construc-
tion—along with pension increases and easing inflation should
boost household incomes and purchasing power, partially off-
setting the effects of slower job growth. Despite lower energy
prices in 2024 relative to 2023, energy poverty remains high
among disadvantaged groups.

Outlook

Increasing headwinds from uncertainty around global trade will
likely dampen short-term growth, mainly through the current ac-
count position. Potential curtailment and delays in private invest-
ment driven by uncertainty are expected to further weaken growth
prospects. However, private consumption and EU-financed invest-
ment, primarily in infrastructure, are expected to support medium-
term growth. Industrial output is anticipated to benefit from a base
effect after two consecutive years of decline. Full accession to the
Schengen Area from January 2025 will further support land trans-
port and, to some extent, exports. Additional risks to growth stem
from fiscal consolidation challenges and political uncertainty in the
context of the current political cycle.

The EU's endorsement of Romania's medium-term fiscal and struc-
tural plan in January 2025 should strengthen credibility in reducing
the fiscal deficit to below 3 percent by 2031. Reducing the deficit
is feasible but requires measures on both the revenue and expen-
diture sides. Several taxes that contribute significantly to the bud-
get have rates below the EU average. Curbing and eliminating inef-
ficient expenditures would yield additional fiscal space.

Poverty reduction is expected to slow in 2025 and in the medium
term, due to subdued short-term growth driven by global trade
uncertainty, necessary fiscal consolidation and persistent labor
market challenges. Recent fiscal reforms—such as ongoing pen-
sion changes—have made the system more pro-poor and slightly
more redistributive, but there is still room to strengthen more
equitable fiscal policies through a balanced mix of revenue and
expenditure measures.

Recent history and projections 2022 2023 2024e  2025f  2026f  2027f
Real GDP growth, at constant market prices 4.0 2.4 0.9 1.3 1.9 2.5
Private consumption 5.1 3.0 5.0 4.3 5.0 5.1
Government consumption -1.4 6.3 -2.4 0.9 1.1 1.1
Gross fixed capital investment 5.4 14.5 -1.7 0.8 1.9 2.6
Exports, goods and services 9.3 -0.8 -3.6 -2.2 -1.1 0.1
Imports, goods and services 9.3 -1.1 3.4 3.3 3.3 3.7
Real GDP growth, at constant factor prices 3.1 2.1 0.9 1.3 1.9 2.5
Agriculture -14.1 9.6 -10.5 3.2 1.1 1.1
Industry -11.4 -2.2 0.0 1.1 1.9 2.5
Services 11.1 3.2 1.9 1.3 1.9 2.6
Employment rate (% of working-age population, 15 years+) 48.9 48.7 48.7 48.7 48.7 48.7
Inflation (consumer price index) 13.8 10.4 5.6 4.9 3.4 3.1
Current account balance (% of GDP) -9.2 -6.6 -8.3 -8.8 -8.2 -7.6
Net foreign direct investment inflow (% of GDP) 3.5 2.1 1.6 1.9 2.4 3.1
Fiscal balance (% of GDP) -6.4 -6.5 -8.6 =7:5 -6.8 -5.9
Revenues (% of GDP) 33.9 33.7 33.8 34.1 34.5 35.0
Debt (% of GDP) 47.9 48.9 54.6 58.1 61.2 63.4
Primary balance (% of GDP) -5.1 -4.8 -6.9 -5.7 -4.9 -3.9
International poverty rate ($2.15 in 2017 PPP)? 1.1 1.0 1.0 1.0 0.9 0.9
Lower middle-income poverty rate ($3.65 in 2017 PPP)%2 2.7 2.6 2.6 2.5 2.4 2.2
Upper middle-income poverty rate ($6.85 in 2017 PPP)"2 7.3 7.0 6.9 6.6 6.4 6.0
GHG emissions growth (mtCO2e) -5.9 -6.2 -4.5 -3.1 -1.9 -1.6

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on ECAPOV harmonization, using 2014-EU-SILC and 2023-EU-SILC. Actual data: 2022. Nowcast: 2023-2024. Forecasts are from 2025 to 2027.
2/ Projection using point-to-point elasticity (2013-2022) with pass-through = 1 based on GDP per capita in constant LCU.
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RUSSIAN
FEDERATION

The economy expanded by 4.1 percent in 2024 driven by ro-
bust aggregate demand, bolstered by fiscal stimulus, elevat-
ed real wage growth, and state-directed credit expansion. As
a result, inflation continued to rise, remaining considerably
above the central bank’s target. Growth is projected to de-
celerate to 1.6 percent in 2025, towards potential output lev-
el, as restrictive monetary policy measures are expected to
temper domestic demand.

Key conditions and challenges

Economic performance continues be shaped by the country’s inva-
sion of Ukraine and resulting sanctions. Economic growth is upheld
by the sizable economic stimulus which amounted to 11 percent
of GDP during last 3 years largely comprising of soft lending and
proceeds from National Wealth Fund (NWF). This growth model is
not sustainable in the medium term amid rising strain on public fi-
nances and accumulation of vulnerabilities in the financial sector.

Russian businesses and households continue to be affected by
great uncertainty, restrictions on export of a wide range of goods,
persisting gaps in supply of labor and of some technological equip-
ment, and higher trade costs.

In the short term the main policy challenge is to narrow the positive
outputgapandbringinflationdowntothe centralbank’starget, while
minimizing the slowdown in growth. Inthe medium-to-long term, the
growth potentialislimited duetothe adverse labor market dynamics
and the restrictions on access to foreign markets and technology.

Population' Poverty’
million millions living on less than $6.85/day

143.1 2.9

Life expectancy at birth’ School enrollment”
years primary (% gross)

72.5 97.7

GDP’ GDP per capita®

current US$, billion current US$

2172.3 15177.3

Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2021 (2017 PPPs). 3/ 2022.
4/2023. 5/ 2024. 6/ 2024.

Recent developments

The economy grew by 4.1 percent in 2024, driven by robust con-
sumption. Household consumption rose by 4.8 percent, though it
decelerated compared to 2023, amid tightening of consumer cred-
it conditions from higher interest rates. Government consumption
growth accelerated to 4.6 percent in line with increased fiscal ex-
penditures. Investment demand also grew, financed by an up-
surge in corporate lending, supported by state-sponsored pro-
grams primarily targeted at military enterprises. On the supply
side, strong growth in manufacturing underpinned economic ac-
tivity, particularly in military-related and import-substituting in-
dustries. The labor market remained tight, with the unemploy-
ment rate falling to 2.2 percent in 2024. This pushed up real
wages' growth to 13.2 percent in 2024.

Robust demand growth kept inflation elevated in 2024, with the CPI
increasing to 9.4 percent, well above the Central Bank of Russia's
(CBR) target. The CBR increased the policy rate from 16 percent at
end-2023 to 21 percent in October 2024. Fiscal spending increased

FIGURE 1 / Real GDP growth and contributions to real GDP growth
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FIGURE 2 / Current account balance and export and import
growth
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by 8.6 percent in real terms in 2024 to 37 percent of GDP from 35.7
percent in 2023, fueling demand, while fiscal revenues rose by 10.7
percent in real terms, buoyed by strong growth in oil and gas rev-
enues, as well as non-oil and gas revenues. The fiscal deficit im-
proved slightly in 2024 to 1.6 percent of GDP, from 2.2 percent in
2023, partially financed by proceeds from liquid assets of the NWF.

The current account surplus was 2.5 percent of GDP in 2024, com-
pared to 2.4 percent in 2023. The trade surplus was stable at 6.1
percent of GDP as a decline in exports was offset by a reduction
in imports. Credit growth decelerated to 6 percent in 2024, from
15.6 percent in 2023, driven by growth in corporate lending mostly
directed to defense related sectors while household lending
plateaued due to high borrowing costs. Elevated interest rates also
fostered savings, as holdings in bank deposits surged by 17 percent
in 2024 in real terms.

The poverty rate (at the US$6.85-2017 PPP international line)
decreased slightly from 2 percent in 2021 to 1.6 percent in
2025.However, a significant portion of the population—around
15 percent—remains vulnerable to poverty in the event of an
economic shock.

Qutlook

It is presently difficult to produce growth forecasts for Russia due to the
significant changes to the economy associated with Russia’s invasion
of Ukraine, and the decision by Russia to limit publication of economic
data, notably related to external trade, financial and monetary sectors.
Available data limits our ability to assess the economic performance.

Growth is projected to decelerate to 1.4 percent in 2025, and 1.2
percent in 2026, towards the economy’s long term growth potential
of just above one percent. Private consumption growth is antici-
pated to decelerate as the tight monetary stance and sluggish real
wage growth dampen private demand. Labor shortages resulting
in higher labor costs will constrain supply.

Fiscal expansion and state-led corporate lending will moderate the
pace of the slowdown but announced fiscal consolidation plans
could reduce the extent of state support to the economy. Gross
fixed capital formation growth is set to ease in the medium term,
averaging 1.5 percent during 2025-2027, as rising financing costs
dampen private sector investment.

Inflation is projected to decline in the medium term, as the tight
monetary policy is expected to persist, softening domestic demand
pressures. The current account surplus is expected to moderate to
average of 1.1 percent of GDP in 2025-27, owing to declining com-
modity prices stemming from trade and global uncertainty. Exports
are expected to rise at a moderate pace in the medium term, with
oil production growth constrained by OPEC+ quotas. Conversely,
imports are projected to decelerate due to slowing domestic de-
mand and tightening sanctions on payments for imports.

Elevated public expenditures are expected to widen the general
government deficit in the medium term, averaging 2.9 percent,
which is expected to be financed by domestic borrowing.

Downside risks from global uncertainty and weaker commodity
prices are significant, and fiscal buffers could be utilized to soften
the impact on domestic growth in the short-term.

Recent history and projections 2022 2023 2024e 2025f 2026f 2027f
Real GDP growth, at constant market prices -1.4 4.1 4.1 1.4 1.2 1.2
Private consumption -0.6 6.0 4.8 1.9 1.3 1.2
Government consumption 3.0 3.7 4.6 2.0 2.1 2.1
Gross fixed capital investment 4.6 12.7 2.2 0.9 1.7 2.0
Exports, goods and services -13.9 -8.2 1.0 1.1 1.5 1.5
Imports, goods and services -11.0 16.9 1.5 1.4 1.3 1.3
Real GDP growth, at constant factor prices -0.5 3.9 4.1 1.4 1.2 1.2
Agriculture 7.0 0.5 1.2 1.2 1.2 1.2
Industry 0.4 1.5 2.0 1.4 1.4 1.4
Services -1.4 5.3 5.3 1.4 1.1 1.1
Employment rate (% of working-age population, 15 years+) 59.8 59.1 59.1 59.1 59.1 59.1
Inflation (consumer price index) 13.7 7.3 9.5 7.5 4.4 4.3
Current account balance (% of GDP) 10.5 3.3 2.4 1.2 1.1 1.1
Net foreign direct investment inflow (% of GDP) -1.2 -1.2 -1.0 -0.9 -0.8 -0.8
Fiscal balance (% of GDP)* -1.3 2.2 -1.6 -2.9 -3.0 -2.9
Revenues (% of GDP) 37.6 33.4 35.4 33.9 34.0 34.1
Debt (% of GDP) 13.4 13.5 13.5 13.7 13.8 13.7
Primary balance (% of GDP)1 -0.4 -1.3 -0.7 -2.0 -2.1 -2.0
International poverty rate ($2.15 in 2017 PPP)%3 0.2 0.2 0.2 0.2 0.2 0.2
Lower middle-income poverty rate ($3.65 in 2017 PPP)>3 0.4 0.4 0.4 0.4 0.3 0.3
Upper middle-income poverty rate ($6.85 in 2017 PPP)*> 2.1 1.8 1.6 1.6 1.5 1.5
GHG emissions growth (mtCO2e) -2.2 3.6 4.4 2.1 2.0 1.9

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Fiscal and Primary Balance refer to general government balances.

2/ Calculations based on ECAPOV harmonization, using 2022-VNDN. Actual data: 2021. Nowcast: 2022-2024. Forecasts are from 2025 to 2027.
3/ 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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SERBIA

The growth rate of the Serbian economy in 2024 is estimat-
ed at 3.9 percent. Growth of GDP is expected to slow down
in 2025, with risks tilted to the downside. The incidence of
poverty declined to 7.7 percent in 2024 and is projected to
continue to decline albeit at slower rate, as the remaining
poor are often characterized by chronic unemployment and
thus not benefiting from economic growth.

Key conditions and challenges

Growth in 2024 is estimated at 3.9 percent, y/y, higher than the
previously projected 3.5 percent, thanks to a better-than-expect-
ed performance of the construction and services sectors in the
first half of the year. However, a severe drought that hit Serbia in
the summer of 2024 significantly impacted agriculture and con-
tributed to a growth slowdown in the second half of the year.
On the expenditure side, consumption and investment were the
main drivers of growth in 2024 while net exports had a marginal-
ly negative contribution. Consumption started to recover due to
the continued increase in real incomes (both in the public and
private sectors). However, there is still a high degree of volatili-
ty associated with agriculture (and related food industry) output.
This underscores the critical need for Serbia to introduce policy
and investment measures to mitigate the negative impact of in-
creasing weather shocks and to promote private sector participa-
tion in these measures.

Over the medium term, under the baseline scenario, the Serbian
economy is expected to grow at around 3.5-4 percent, based on
higher public investment. With limited space for future stimulus

Population' Poverty’
million millions living on less than $6.85/day
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Sources: WDI, MFMod, and official data. 1/ 2024. 2/ 2022 (2017 PPPs). 3/ 2022.
4/2022. 5/ 2024. 6/ 2024.

packages, structural reforms are needed to accelerate private
sector-led growth.

Recent developments

Relatively strong growth in 2024 was driven by a recovery of private
sector consumption and investment. On the other hand, net ex-
ports made a small negative contribution to growth in 2024 due
to lower-than-expected export growth, as external demand weak-
ened, and imports remained at a high level (in part explained by
increased investment). Manufacturing remained resilient to exter-
nal developments (i.e. lower demand from the EU), with output
growing by 3.1 percent y/y.

Labor market indicators continued to improve in 2024. The un-
employment rate averaged 8.6 percent in 2024, and the em-
ployment rate continued to increase (reaching a record high
level of 51.4 percent) even though informal employment de-
clined marginally. Wages increased by 14.2 percent in nominal
terms (9.2 percent in real terms) in 2024 compared to 2023.
Pensions on average were 19.4 percent higher in 2024 than in
2023 (in nominal terms).

FIGURE 1/ Indexes of the level of sectoral GDP
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FIGURE 2 / Actual and projected poverty rates and real private
consumption per capita
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The poverty level (based on the upper-middle income line of
$6.85/day in 2017 PPP), stayed at an estimated 7.3 percent be-
tween 2022 and 2023, as private consumption growth was mod-
est, affected by the high inflation and the phasing out of gov-
ernment support programs, which had fueled the strong post-
COVID-19 recovery of 2021.

Inflation started to decline gradually in the first half of 2024 before
increasing again in the second half of the year. The inflation index
edged up again due to an increase in food prices, rents, and com-
munal services. The NBS lowered the key policy rate to 5.75 per-
cent in September 2024 and has kept it unchanged since.

Budgetary revenues overperformed significantly in 2024 (up 13.5
percent in nominal terms, or 8.5 percent in real terms, y/y), pri-
marily thanks to a higher-than-planned collection of contributions
for social insurance, VAT, and excises. Over the same period, ex-
penditures increased by 13.1 percent in nominal terms (8.1 per-
cent in real terms). As a result, the consolidated fiscal deficit in-
creased only slightly in nominal terms but remained the same as
a share of GDP at 2 percent. Public debt hovered around 48 per-
cent of GDP throughout 2024 and reached 47.6 percent at the
end of December.

The current account deficit increased significantly in 2024 to reach
6.3 percent of GDP (compared to 2.4 percent in 2023). The trade
balance widened by 22 percent in euro terms in 2024, to reach 9.8
percent of GDP. At the same time the surplus in services trade
decreased by 11 percent in euro terms, while the surplus in net
transfers declined by 5 percent. The net income deficit increased

by 31 percent. Net FDI inflows continued to perform strongly, in-
creasing by 7.9 percent in euro terms (to reach EUR 4.6 billion
in 2024). Foreign currency reserves increased to a record high level
of EUR 29.3 billion by year-end. Overall credit increased by 10 per-
cent (y/y) through December 2024. However, loans to businesses
increased by only 5.6 percent by year-end (y/y). Gross nonperform-
ing loans declined to 2.5 percent in December 2024.

Qutlook

The Serbian economy is expected to grow at around 3.5-4 percent
over the medium term, driven primarily by consumption and, to
some extent, by investment. However, there are downside risks.
Downside risks relate to the performance of state-owned enter-
prises (SOEs) which might require support from the budget, exter-
nal demand for Serbian exports might decrease given uncertain-
ty in trade policy, and the impact of extreme weather on agricul-
ture and infrastructure could be significant. Inflation is expected
to decline gradually and stay within the NBS target band over the
medium term. The fiscal deficit is now projected to increase com-
pared to 2023/2024 since the government embarked on large-
scale public infrastructure spending plans.

Sustained economic growth will continue to lift more Serbians out
of poverty. However, the remaining poor are increasingly concen-
trated among pensioners, the long-term unemployed, or those
completely out of the labor force. Thus, targeted social assistance
or other direct channels will become essential to ensure further
poverty reduction.

Recent history and projections 2022 2023 2024e 2025f 2026f 2027f
Real GDP growth, at constant market prices 2.6 3.8 3.9 3.5 3.9 4.2
Private consumption 3.5 0.5 4.2 3.9 4.3 4.2
Government consumption 1.3 -2.4 5.6 6.9 6.2 4.9
Gross fixed capital investment 2.2 9.7 12.5 6.4 4.0 3.6
Exports, goods and services 17.0 2.7 3.2 3.5 5.5 6.5
Imports, goods and services 16.2 -1.6 8.3 4.6 6.2 6.1
Real GDP growth, at constant factor prices 2.5 4.8 2.2 3.5 3.9 4.2
Agriculture -7.6 7.4 -5.5 3.0 2.0 4.0
Industry 1.2 3.7 2.3 1.5 2.0 2.9
Services 4.1 5.1 2.9 4.4 4.9 4.7
Employment rate (% of working-age population, 15 years+) 49.5 50.2 51.4 52.0 52.3 52.9
Inflation (consumer price index) 11.9 12.1 4.6 3.1 3.0 3.0
Current account balance (% of GDP) -6.5 -2.4 -6.3 -7.0 -6.7 -6.5
Net foreign direct investment inflow (% of GDP) 6.8 5.6 5.4 5.1 49 4.7
Fiscal balance (% of GDP) -2.9 -2.0 -2.0 -3.0 -3.0 -3.0
Revenues (% of GDP) 41.3 39.4 40.9 41.2 41.1 41.2
Debt (% of GDP) 52.9 48.4 47.5 47.5 47.1 46.7
Primary balance (% of GDP) -1.4 -0.3 -0.4 -1.5 -1.4 -1.4
International poverty rate ($2.15 in 2017 PPP)"2 1.5 1.5 1.5 1.4 1.4 1.4
Lower middle-income poverty rate ($3.65 in 2017 PPP)'2 3.1 3.0 2.8 2.7 2.5 2.3
Upper middle-income poverty rate ($6.85 in 2017 PPP)"> 8.3 8.2 7.7 7.0 6.2 5.8
GHG emissions growth (mtCO2e) 0.6 2.5 5.8 0.3 1.8 2.0

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on ECAPOV harmonization, using 2023-EU-SILC. Actual data: 2022. Nowcast: 2023-2024. Forecasts are from 2025 to 2027.
2/ Projection using neutral distribution (2022) with pass-through = 0.87 (Med (0.87)) based on private consumption per capita in constant LCU.
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TAJIKISTAN

The economy grew by 8.4 percent in 2024, driven by remit-
tance inflows. Growth is projected to attenuate to 6.5 per-
cent in 2025 and slow over the medium term. Poverty is esti-
mated to have declined to 9.1 percent in 2024 (projected, at
US$3.65/day poverty line). Boosting growth and jobs re-
quires improved competition, state-owned enterprise (SOE)
governance, energy sector operation, transport and digital
connectivity, and education quality.

Key conditions and challenges

Despite strong economic growth and poverty alleviation, Tajikistan
remains the poorest country in the Europe and Central Asia region,
with a gross national income (GNI) per capita of US$1,440 (Atlas
method) in 2023. Although the population has grown rapidly, Tajik-
istan faces considerable barriers to sustained growth and job cre-
ation: weak public institutions, a difficult business environment,
and poor human capital.

Tajikistan's economy depends on remittances (about 49 percent of
GDP in 2024) largely from Russia, which drive private con-
sumption and finance imports. According to the Listening-to-
Tajikistan (L2T) survey, most households spend remittances
on food (79 percent), healthcare (7 percent), and household
improvements (3 percent).

To accelerate growth and jobs creation, Tajikistan needs to imple-
ment structural reforms to increase competition, simplify invest-
ment regulations, enhance SOE governance, improve financial sus-
tainability and transparency in the energy sector, strengthen trans-
port and digital connectivity, and improve education quality.
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Recent developments

Tajikistan's economy grew by 8.4 percent in 2024, supported by
remittance-induced domestic demand and growth in industry (20
percent) and agriculture (10.6 percent), which exceeded the con-
traction in services (-7.5 percent) primarily due to the transport sec-
tor. At 44 percent, Tajikistan has the lowest labor force utilization
in the region compared to more than 50 percent in Uzbekistan and
60 percent Kyrgyzstan.

The current account surplus recorded 6.2 percent of GDP in
2024 (compared to 4.8 percent in 2023). Strong remittance in-
flows—growing 45 percent year-on-year—contributed to this sur-
plus. The trade deficit widened due to increased import demand
and declining precious metal exports. Foreign direct investment
(FDI) inflows were low, at 1.3 percent of GDP (compared to 0.8
percent in 2023). The central bank accumulated international re-
serves reaching US$4.6 billion by end-December 2024 and cover-
ing more than seven months of imports. Despite a 0.4 percent
appreciation in the nominal exchange rate, there was a real de-
preciation of 0.3 percent due to lower inflation in trade partner
countries, particularly China.

FIGURE 1/ Current account balance, remittance inflows, and real
GDP growth
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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Prudent monetary policy and a stable exchange rate have en-
sured a low inflation rate of 3.4 percent in 2024 (from 3.7
percent in 2023). The central bank reduced the policy rate in
several steps from 10 percent in January 2024 to 8.75 percent
in February 2025.

The fiscal deficit rose to 1.3 percent of GDP (from 1.0 percent in
2023), spurred by lower revenue performance. Despite a reduction
in the VAT rate (from 15 to 14 percent), tax revenues flattened,
at 19 percent of GDP, aided by the gradual elimination of tax ex-
emptions. Revenues declined to 27.7 percent of GDP in 2024 (from
29.6 percent in 2023), due to lower externally financed public in-
vestment grants and nontax collections. Expenditures fell slightly
to 29.1 percent of GDP (compared to 30.6 percent in 2023), with
reduced energy and transport sector capital spending. The fiscal
deficit was largely financed with development partner concession-
al loans. Tajikistan is at high risk of debt distress, with a public debt
equivalent to 25.4 percent of GDP.

Strong financial inflows boosted banking sector profits, with re-
turn-on-equity at 20.7 percent, helping to reduce nonperforming
loans volumes from 12.7 percent in 2023 to 7.1 percent in 2024.
Bank capitalization remained high at 21.8 percent, exceeding the
12 percent regulatory minimum.

The poverty rate declined to 9.1 percent in 2024 from 11.1
percent in 2023 (at the Lower-MIC poverty line of US$3.65/day
in 2021 PPP). L2T results indicate that 97 percent of migrants
work in Russia. The share of households receiving remittances in-
creased by 4 percentage points in 2023/2024 to 21 percent. 33
percent of households were worried about food security in 2024,
down from 38 percent in 2023.

Outlook

In the context of rising global uncertainty, Tajikistan’s economic
growth has been cautiously forecast at 6.5 percent in 2025, sup-
ported by private consumption and the recovery of precious metal
exports. Inflation is expected to rise slightly to 3.9 percent in 2025,
gradually moving toward the central bank’s medium-term target of
5 percent (+/-2). Poverty at the US$3.65/day line is expected to drop
to 8.2 percent in 2025.

Under the baseline, Tajikistan's external position is expected to re-
main robust despite normalization of remittance flows as Russia’'s
economic growth slows, including due to the lower oil price out-
look, and migration policies tightening. Elevated precious metals
prices will likely support exports, while easing food and oil prices
should reduce the import bill, thus narrowing the trade deficit.
Global uncertainty has worsened an already weak investment envi-
ronment plagued by domestic challenges.

The fiscal deficit is projected to remain below 2.5 percent of GDP
over the medium term. Spending on the Rogun Hydropower Plant
and major infrastructure projects will likely be financed through in-
creased revenues from streamlined tax exemptions, development
partner financing, and postponement of nonpriority expenditures.

The outlook faces risks from global policy uncertainty, intensifying
trade protectionism, regional armed conflicts, and lagging struc-
tural reforms. To raise potential growth, the authorities will need
to expedite reforms in stimulating private sector development
and public sector efficiency and accountability, while cultivating
economic resilience to climate change.

Recent history and projections 2022 2023 2024e  2025f  2026f  2027f
Real GDP growth, at constant market prices 8.0 8.3 8.4 6.5 49 4.7
Private consumption 15.7 9.0 16.8 2.8 3.2 3.2
Government consumption -0.7 -9.1 12.1 5.8 4.4 4.3
Gross fixed capital investment 11.9 -9.9 4.5 10.5 5.9 5.7
Exports, goods and services -24.0 13.4 -5.5 6.8 3.2 3.2
Imports, goods and services 4.0 -4.3 3.5 3.3 3.2 3.1
Real GDP growth, at constant factor prices 9.0 7.4 8.3 6.5 49 4.8
Agriculture -4.5 12.2 10.6 5.5 5.2 5.1
Industry 9.1 9.8 20.0 5.5 5.3 5.2
Services 16.9 2.3 -7.5 8.8 4.0 3.9
Employment rate (% of working-age population, 15 years+) 43.8 44.4 44.2 44.2 44.1 44.1
Inflation (consumer price index) 6.6 3.7 3.4 3.9 4.5 5.0
Current account balance (% of GDP) 15.3 4.8 6.2 2.9 1.6 1.1
Net foreign direct investment inflow (% of GDP) 1.5 0.8 1.3 1.2 1.3 1.3
Fiscal balance (% of GDP) -1.4 -1.0 -1.3 -2.3 -2.3 -2.3
Revenues (% of GDP) 27.2 29.6 27.7 28.6 28.6 28.5
Debt (% of GDP) 31.8 30.0 25.4 26.3 27.3 28.2
Primary balance (% of GDP) -0.6 -0.3 -0.6 -1.7 -1.6 -1.7
International poverty rate ($2.15 in 2017 PPP)*2 2.3 2.1 1.7 1.5 1.3} 1.0
Lower middle-income poverty rate ($3.65 in 2017 PPP)+? 12.5 111 9.1 8.2 7.5 7.0
Upper middle-income poverty rate ($6.85 in 2017 PPP)? 47.5 44.0 40.8 38.1 36.5 34.6
GHG emissions growth (mtCO2e) 1.4 1.3 2.1 1.9 1.7 1.7

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on ECAPOV harmonization, using 2015-HSITAFIEN. Actual data: 2015. Nowcast: 2016-2024. Forecasts are from 2025 to 2027.
2/ 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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TURKIYE

Macroeconomic normalization delivered significant improve-
ments in 2024; disinflation started, currentaccountimproved,
economicgrowth remained robust. However, inflation remains
persistentand expected to declineto upper 20s by end-2025.
Tightening fiscal policy and persevering tight monetary policy
will be critical for advancing disinflation. Growth is projected
at 3.1 percent in 2025 and 3.6 percent in 2026. High infla-
tion calls for social policies to protect the vulnerable.

Key conditions and challenges

The macroeconomic stabilization policies have reduced uncertain-
ty and disinflation is advancing. The Central Bank of the Republic of
TUrkiye (CBRT) started rate cuts with 250 bps in December, January
and March, lowering the policy rate to 42.5 percent.

Price stability remains the primary policy objective, and monetary
and fiscal policies should be oriented to advance disinflation while
strengtheningsocial policies to protect the vulnerable. Inflation is ex-
pected to reach the upper 20s by end-2025. Hence, tighter fiscal poli-
cy with tight monetary policy will be critical to re-anchor expectations
and continue the disinflation. Removing structural barriers to faster
productivity growthand economicperformanceisequallyimportant.

Recent developments

Alongside substantial monetary tightening, economic growth
slowed from 5.1 percent in 2023 to 3.2 percent in 2024. Contracting
in Q2 and Q3, economic activity picked up in Q4, as industrial pro-
duction increased by 3.5 percent qog. The contribution of private
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consumption continued to drive growth while net exports signifi-
cantly eroded in Q4. Growth momentum moderated in Q1-2025 as
the Purchasing Managers' Index (PMI) remains below the 50-thresh-
old (47.3 in March) and capacity utilization is at 75 percent.

The labor market continues to be strong despite slowing growth,
with February unemployment at 8.2 percent. The broad unemploy-
ment rate (including discouraged and underemployed) remains
high at 28.4 percent.

The current account deficit was US$10b (0.8 percent of GDP) in
2024, easing from US$39.9b in 2023 (3.6 percent of GDP), as the
trade deficit narrowed 23 percent yoy despite the real effective ex-
change rate (consumer price index (CPl)-based) appreciating 21.6
percent. Net foreign direct investment flows were stable at
US$4.7b while net portfolio inflows doubled from 2023 to US$12b.

Inflation eased to 38 percent by March from a peak of 75 percentin
May 2024. Food price inflation is lower and may soften the impact
of growing prices on the most vulnerable.

Tight monetary policy and macroprudential adjustments strength-
ened bank profitability, capital adequacy, and financial stability.

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

Poverty rate (%) Real GDP per capita (constant LCU)
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While high policy rates continue to constrain loan growth (35 percent
nominalyoyinMarch), TLlendingincreasedinrecentmonths. High TL
loan costs boosted foreign exchange (FX) loan demand. The FX-pro-
tected depositscheme shranksignificantly, contributingto de-dollar-
ization. Asset quality remains broadly stable; January’s non-perform-
ingloan (NPL)ratio was 1.9 percent. External borrowing conditions
improved, and the banking sector has adequate capital buffers,
high provisions, and managed interest rate and currency risks.

The fiscal deficit, which stood at 5.2 percent of GDP in 2023, is ex-
pected to remain around 5 percent in 2024 as expenditures rose
and revenues remained weak alongside slowing growth. General
public debt-to-GDP remains at 25.6 percent as of Q3-2024.

Financial markets experienced significant pressure following the
detention of Istanbul Mayor Ekrem Imamoglu in mid-March, who is
the likely opposition presidential candidate. The creditdefaultswap
(CDS) premium was around 250 until mid-March but increased to
above 300 since then. Net reserves had increased to US$65b ex-
cluding swaps in February (from -US$46b in February 2024) but de-
creased to US$38b as of end-March, as the CBRT intervened heav-
ily to stabilize the exchange rate. As of end-March, the lira depreci-
ated by around 4 percent, and the stock market declined by 9 per-
cent. The economic situation appears to have stabilized.

Outlook

Economic growth in 2025 is expected to remain broadly stable at
3.1 percent, underpinned by the tight monetary stance, anticipated
fiscal tightening, and subdued global growth due to heightened un-
certainty, before strengthening to 3.6 percent in 2026 and 4.2 per-
cent in 2027. Disinflation is projected to continue gradually, driven

by tight monetary policy and fiscal tightening, reaching 29 percent
by end-2025, 18 percent by end-2026, and 13 percent end-2027.
The current account balance, which remained contained in 2025,
is expected to widen in line with the projected growth trajectory
to around 2 percent over the forecast horizon as REER ap-
preciation continues despite declining commodity prices. In line
with gradual fiscal consolidation efforts, the general government
deficit is expected to decrease to 4.2 percent of GDP in 2025,
and to 3.6 percent of GDP in 2026, primarily due to the decline
in earthquake related spending.

The poverty rate declined from 7.6 percent to 5.7 percent between
2021 and 2022, continuing the downward trend from 2019, and is
projected to further decline to 4.9 percent in 2025. Wage income,
boosted by minimum wage increases (30 percent in 2025) along-
side strong labor market performance, is expected to continue to
be the primary driving force of poverty reduction. However, giv-
en high broad unemployment rates and informality, individuals ex-
cluded from labor markets may not benefit from growth. Well-tar-
geted and flexible social protection programs are needed to shield
this group from the impacts of high inflation.

Risks remain tilted to the downside with significant uncertainty
to the forecasts. Domestically, private consumption remains robust,
potentially delaying the adjustment process. Continued TL real ap-
preciation, while essential for disinflation, could weigh on external
demand. The delay of fiscal consolidation—particularly on the ex-
penditure side—and slow progress on structural reforms could fur-
ther stall disinflation. There may be constraints to political support
for tight monetary and fiscal policies required to bring inflation to
the mid-term target (5 percent). Externally, while lower commodity
prices, notably oil prices, pose upside risks, enhanced global eco-
nomic uncertainty poses negative risks to Turkiye's growth outlook.

Recent history and projections 2022 2023 2024e 2025f 2026f 2027f
Real GDP growth, at constant market prices 5.5 5.1 3.2 3.1 3.6 4.2
Private consumption 18.9 13.6 3.7 3.6 4.0 4.3
Government consumption 4.2 2.4 1.2 1.3 1.4 1.5
Gross fixed capital investment 1.3 8.4 3.9 1.1 2.1 3.2
Exports, goods and services 9.9 -2.8 0.9 1.6 2.1 2.8
Imports, goods and services 8.6 11.8 -4.1 2.1 2.5 3.1
Real GDP growth, at constant factor prices 6.2 4.2 3.2 3.1 3.6 4.2
Agriculture 1.3 0.2 3.9 1.2 1.3 1.5
Industry -0.6 2.7 0.5 1.7 2.4 3.1
Services 10.1 5.8 3.2 3.9 4.3 4.8
Employment rate (% of working-age population, 15 years+) 47.5 48.2 48.4 48.5 48.6 48.7
Inflation (consumer price index) 72.3 53.9 58.5 35.7 22.1 14.8
Current account balance (% of GDP) -5.1 -3.6 -0.8 -1.7 -2.1 -2.4
Net foreign direct investment inflow (% of GDP) 1.0 0.4 0.4 0.6 0.7 0.8
Fiscal balance (% of GDP) -0.8 -5.2 -5.0 -4.2 -3.6 -3.4
Revenues (% of GDP) 27.8 30.3 314 31.5 31.9 32.0
Debt (% of GDP) 30.8 29.3 27.1 28.1 29.2 30.4
Primary balance (% of GDP) 0.5 -3.6 -2.2 -0.7 0.3 0.9
International poverty rate ($2.15 in 2017 PPP)"/2 0.2 0.2 0.2 0.2 0.2 0.2
Lower middle-income poverty rate ($3.65 in 2017 PPP)'2 0.8 0.7 0.7 0.7 0.6 0.6
Upper middle-income poverty rate ($6.85 in 2017 PPP)'2 5.7 5.4 5.2 4.9 4.7 4.4
GHG emissions growth (mtCO2e) -6.2 -2.7 0.8 4.3 6.0 4.6

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on ECAPOV harmonization, using 2019-SILC-C, 2022-SILC-C, and 2023-SILC-C. Actual data: 2022. Nowcast: 2023-2024. Forecasts are from 2025 to 2027.
2/ Projection using point-to-point elasticity (2018-2021) with pass-through = 0.7 based on GDP per capita in constant LCU.
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UKRAINE

Growth slowedto 2.9 percentin 2024 and s projected at 2 per-
centin 2025. This reflects the continued economic impact of
hostilities through damage to energy capacity, binding labor
shortages and a closing output gap. High external financing
inflows and prudent monetary policy have sustained macro-
economic stability. The indirect effects of global trade uncer-
tainty could impact growth from 2026. Poverty and inequali-
ty have risen, reflecting the social impact of hostilities.

Key conditions and challenges

As Russia's invasion enters the fourth year, the economy main-
tains its wartime equilibrium, characterized by high government
spending on defense, and high external financing inflows that
help manage the resulting fiscal and external imbalances. This
approach, while dependent on an average of about US$40 billion
of external financing flows a year, has proven effective in main-
taining macroeconomic stability and generating modest growth.
The IMF program, a key anchor for donor financing assurances
until 2027, remains on track.

Headwinds to the current economic model are rising: On the
growth side, Ukraine’s energy capacity is heavily diminished. The
labor market is tight due to labor shortages and labor market
mismatches, leading to wages rising at rates above inflation . On
the financing side, while Ukraine has secured commitments suf-
ficient to meet its needs until 2027 (under the baseline scenario
that active hostilities cease from late 2025), disruptions to financ-
ing flows and higher than expected military spending could open
a financing gap. Indirect impacts of global trade policy shifts also
expose export vulnerabilities.
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Going forward, accelerating growth will require a restoration of
the capital stock (the RDNA4 estimates reconstruction needs at
US$524 billion for 10 years), policies to encourage productivity in-
crease, reintegration of returnees and veterans into the workforce,
and efforts to strengthen domestic revenues. Higher growth is
needed for Ukraine to cope with competition and market forces
after an eventual EU accession, achieve economic self-sufficiency,
and ensure debt sustainability.

Recent developments

After growing by 5.5 percent in 2023—boosted by a strong harvest
and the reopening of the Black Sea corridor—Ukraine’s economy
expanded by 6.5 percentin Q1 and 3.7 percent in Q2 of 2024. How-
ever, large-scale infrastructure attacks from May 2024 caused en-
ergy shortages and disrupted activity. Quick repairs and policies
prioritizing electricity for critical sectors prevented a contraction,
but growth slowed from Q3 leading to an overall annual GDP
growth of 2.9 percent.

The fiscal deficit stood at 23.1 percent of GDP in 2024, with defense
spending of 30.2 percent of GDP. Modest revenue efforts improved

FIGURE 1/ Quarterly GDP growth, year-over-year
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FIGURE 2 / Wages and consumer price index (CPI)
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tax collection, raising tax revenue by 2 percentage points to 34.7
percent of GDP. However, fiscal space for non-military expendi-
tures remains constrained.

Ukraine secured $41.7 billion in external financing in 2024, includ-
ing $12.5 billion in grants, to cover its fiscal deficit and external
debt repayments. Official financing bolstered international re-
serves, which stood at $43.8 billion (five months of projected im-
ports) at year-end, while also financing a widening current account
deficit of 7 percent of GDP (vs. 5.3 percent in 2023).

In2024, inflation rose from 3 percentin April (year-on-year)to 12 per-
centby December, driven by higher energy tariffs, currency depre-
ciation, and a weaker harvest. In response, the NBU raised the key
rate from 13 percent in November to 15.5 percent in March 2025.
The financial sector remains stable, liquid, and continues channel-
ing savings into state bonds and increasingly to the private sector.

The poverty rate is estimated to have reached 35.5 percent in 2023,
up from 20.6 percent in 2021, driven primarily by lower labor in-
come and employment losses. Continued public services, trans-
fers, and rising wages mitigated some negative impacts of the inva-
sion on livelihoods. Inequalityincreased due todifferentiated effects
of hostilities, with destruction concentrated in Eastern Ukraine.

Outlook

The outlook assumes the war extends through 2025, with ac-
tive hostilities winding down afterwards. Labor, energy, and

input shortages will increase in 2025, bringing output to near
potential. As a result, growth is projected to slow to 2 per-
cent in 2025. From 2026, growth is expected to accelerate to 5.2
percent, as tailwinds from an assumed end to hostilities result-
ing in increased investment, productivity and labor force growth
balance headwinds from global economic uncertainty that limit
an exports recovery.

The fiscal deficit is projected to remain at around 20 percent
of GDP in 2025 with revenue as a share of GDP compara-
ble to 2024. From 2026, the deficit should narrow, assuming
military spending declines significantly. However, it is likely
to remain above 5 percent of GDP in the medium term
due to reconstruction-related expenditures and continued
defense needs.

Ukraine’s external financing needs for 2025 are projected at
$42.8 billion, expected to be met from concessional sources. In-
flationary pressures are expected to persist due to labor short-
ages but will be eased by lower commodity prices. A high ex-
ternal trade deficit, driven by wartime and later reconstruction
imports, and the impact of global uncertainty on Ukraine's ex-
port recovery, will keep the current account in deficit. Given al-
ready continuous social assistance and rising pension payments,
improved poverty dynamics will depend on a reactivation of the
labor market.

The risks to this outlook are high and reflect the uncertainty re-
lated to the evolution of active hostilities coupled with increased
global economic uncertainty.

Recent history and projections 2022 2023 2024e 2025f 2026f 2027f
Real GDP growth, at constant market prices -28.8 5.5 2.9 2.0 5.2 4.5
Private consumption -27.9 4.3 6.8 5.5 7.2 6.5
Government consumption 31.4 9.0 -4.3 -6.2 -14.2 -15.1
Gross fixed capital investment -33.9 65.9 3.5 13.5 25.0 17.0
Exports, goods and services -42.0 -5.9 10.3 4.0 5.8 5.0
Imports, goods and services -17.4 8.9 7.7 8.9 9.7 7.9
Real GDP growth, at constant factor prices -28.8 5.5 2.9 2.0 5.2 4.5
Agriculture -25.2 11.1 -7.3 6.0 3.0 4.0
Industry -42.7 32.8 3.9 1.5 8.0 10.0
Services -24.7 -2.5 4.7 1.5 4.7 2.7
Employment rate (% of working-age population, 15 years+) 49.1 44.7 45.3 46.3 47.3 47.7
Inflation (consumer price index) 26.6 5.1 12.0 8.5 5.0 5.0
Current account balance (% of GDP) 5.1 -5.3 -7.2 -14.8 -11.8 -7.5
Net foreign direct investment inflow (% of GDP) 0.1 -2.6 -2.0 -1.0 -3.8 -4.3
Fiscal balance (% of GDP)! -15.6 -19.3 -17.2 -19.5 -9.6 -5.4
Revenues (% of GDP) 49.8 54.1 54.1 40.4 43.0 44.2
Debt (% of GDP) 77.8 78.3 87.4 110.5 108.4 103.4
Primary balance (% of GDP)1 -12.5 -15.5 -13.2 -13.9 -5.0 -0.8
GHG emissions growth (mtCO2e) -28.3 -0.3 -3.5 -6.2 -1.4 0.5

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

1/ Fiscal Balance and Primary Balance are excluding grants in 2022-2026.
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UZBEKISTAN

The economy grew by 6.5 percent in 2024. The fiscal deficit
improved from 5.5 percent of GDP in 2023 to 3.3 percent in
2024, driven by the increase in the price of energy towards
cost-recovery levels. Poverty rates have continued to de-
cline from 13.4 in 2023 to 10.9 percent in 2024 (US$6.85/
day, 2017PPP). Medium-term growth prospects are posi-
tive, assuming the continuation of reforms to boost private
sector growth and job creation.

Key conditions and challenges

Uzbekistan has strived, since 2017, to fundamentally reform its
economy by adopting a market-based system with a focus on
shared prosperity. Since then, real GDP growth per capita has
averaged 3.7 percent, which is above the average for lower
middle-income countries. Nevertheless, net job creation has
grown only by 0.8 percent over the same period, with lim-
ited job security especially among poor households. As the
working age population is expected to grow by about one
percent per year, to achieve economic growth with higher
employment, Uzbekistan needs to persevere in its program
of economic reforms.

Of particular importance is to liberalize key backbone economic
sectors (e.g., telecommunications, financial services, transporta-
tion, chemicals, trade in raw materials, etc.) and to ensure com-
petitive neutrality in the use of State Aid, especially towards inef-
ficient state-owned enterprises (SOEs). SOEs hold monopoly pow-
er in major sectors and dominate competitive sectors where the
private sector could operate, and benefit from several advan-
tages like favorable loans and tax benefits, thereby undermining
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the growth of the private sector. Uzbekistan also needs to re-
move trade barriers, both tariff and non-tariff barriers, become a
member of the World Trade Organization, and boost workforce
skills, particularly for youth and women.

Recent developments

Real GDP growth increased to 6.5 percent in 2024 (from 6.3 per-
cent in 2023). Real consumption growth accelerated to an ex-
pected 8.1 percent (compared to 7.0 percent in 2023). The 13.5
percent growth in real investment was driven by centralized in-
vestment and foreign direct investment (FDI), with the latter ac-
counting for 30.5 percent of total investment. The current ac-
count deficit is expected to narrow from 7.6 percent of GDP in
2023 to 5.5 percent in 2024, aided by a 30 percent remittance
inflows increase. Exports increased by 8.5 percent, with nongold
exports increasing by 16.5 percent led by the service, food, and
chemical sectors, while exports of gold, textiles, and machinery,
decreased moderately. Imports grew at an expected rate of 3.3
percent in 2024, driven by natural gas and a moderate reduction
in the import of chemicals and transport equipment, the latter of
which was a result of rising domestic production.

FIGURE 1 / Real GDP growth and contributions to real GDP growth
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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The Uzbek som depreciated by 3.7 percent against the US dollar in
2024 (compared to the 8.4 percent depreciation in 2023). Interna-
tional reserves reached US$41.2 billion at the end of 2024, repre-
senting 12 months of imports, and a 19 percent increase over the
year due to the surge in the price of gold.

In 2024 the budget deficit reached 3.3 percent, compared to 5.5
percent in 2023. Revenues remained stable at 25.9 as a share of
GDP, while expenditures decreased to 29.2 percent (from 31.4 per-
centin 2023), driven by the reduction in energy subsidies by 26 per-
cent in nominal terms.

Headline inflation in 2024 peaked in June at 10.6 percent,
largely due to essential energy tariff increases; however, histor-
ically low food inflation rates offset the overall impacts and CPI
inflation moderated to 9.8 percent in December, but crept up
to 10.1 percent again by February 2025. An interest rate cut by
50 basis points to 13.5 percent in July 2024 was offset by an
equivalent 50 basis points increase in March 2025 as inflation
remains elevated.

In 2024, positive real interest rates boosted household sav-
ings growth by 43 percent in nominal terms. Nominal cred-
it growth dropped to 13.8 percent in December 2024 from
22.9 percent in December 2023 due to tighter Central Bank
regulations on high-risk lending. The banking sector overall
remains well-capitalized, with non-performing loans (NPLs)
rising slightly from 3.5 percent to 3.9 percent over the same
period, but the level varies significantly across banks, and
not all the banks have achieved full compliance with IFRS
reporting standards.

The upper middle-income poverty rate declined from 13.4 percent
in 2023 to 10.9 percent in 2024 (US$6.85/day, 2017PPP). Increased

employment and growth in household agriculture and business in-
come mainly drove this reduction in 2024.

Qutlook

Uzbekistan is projected to grow by 5.9 percent in 2025, driven by
domestic demand from higher real wages, remittance inflows, and
investment. The improved trade balance, supported by growth in
gold, services, manufactured exports, along with fiscal consolida-
tion, is expected to narrow the current account deficit moderately
over the medium term. Global trade policy shifts are not expected
to have major impacts but nevertheless increase the uncertainty
on the economic growth outlook.

The government is expected to meet its fiscal deficit target of 3 per-
cent of GDP in 2025, as it continues its fiscal consolidation includ-
ing an additional round of energy subsidy reductions announced
for mid-2025.

Headline inflation is projected to decline to 9 percent in 2025 and
gradually approach the inflation target of 5 percent in 2027.

The government is expected to adhere to its borrowing limits of
US$5.5 billion, with public debt decreasing below 33 percent of
GDP by 2027.

The downside risks to this outlook include uncertainty arising from
global trade measures. Further downside risks include further de-
terioration in Russia’s economic performance, increased volatility
in commodity prices, rising food inflation compounding the 2025
energy tariff increases. Upside risks include higher global gold and
copper prices, and faster productivity growth and FDI from ongoing
structural reforms.

Recent history and projections 2022 2023 2024e 2025f 2026f 2027f
Real GDP growth, at constant market prices 6.0 6.3 6.5 5.9 5.9 5.8
Private consumption 11.5 7.0 8.1 6.2 6.1 6.0
Government consumption 3.5 1.4 1.1 1.0 1.0 1.0
Gross fixed capital investment -0.3 23.4 13.5 7.4 8.0 8.9
Exports, goods and services 24.6 17.3 8.5 9.0 11.7 11.8
Imports, goods and services 13.5 15.3 3.3 15.0 16.6 16.8
Real GDP growth, at constant factor prices 6.0 6.3 6.5 5.9 5.9 5.8
Agriculture 3.6 4.1 3.1 3.4 3.7 4.0
Industry 5.6 6.2 7.3 6.5 6.6 6.6
Services 7.5 7.5 7.8 6.8 6.5 6.2
Employment rate (% of working-age population, 15 years+) 53.6 53.7 53.7 53.7 53.7 53.7
Inflation (consumer price index) 11.4 10.0 9.6 8.9 7.0 5.4
Current account balance (% of GDP) -3.5 -7.6 -5.5 -5.2 -4.9 -4.8
Net foreign direct investment inflow (% of GDP) 3.2 2.4 2.3 2.2 2.3 2.7
Fiscal balance (% of GDP) -4.0 -5.5 -3.3 -3.0 -3.0 -3.0
Revenues (% of GDP) 27.7 25.9 25.9 25.6 25.8 25.7
Debt (% of GDP) 25.4 36.5 33.4 33.3 33.2 32.6
Primary balance (% of GDP) -3.5 -5.3 -2.3 -2.4 -2.5 -2.4
Lower middle-income poverty rate ($3.65 in 2017 PPP)2 5.0 4.5 4.3 4.2 4.1 4.0
Upper middle-income poverty rate ($6.85 in 2017 PPP)"> 17.3 13.4 10.9 9.1 7.6 6.3
GHG emissions growth (mtCO2e) 3.2 4.0 4.6 4.5 4.7 4.7

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on ECAPOV harmonization, using 2021-HBS and 2023-HBS. Actual data: 2023. Nowcast: 2024. Forecasts are from 2025 to 2027.
2/ Projection using average elasticity (2021-2023) with pass-through = 1 based on GDP per capita in constant LCU.
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