
BOTSWANA
After an estimated 0.9 percent contraction in 2025,
Botswana’s GDP is projected to grow by 2.7 percent in
2026, reflecting a moderate rebound in diamond produc-
tion. Sustaining growth will require gains in private sector
led diversification and fiscal consolidation. Downside risks
stem from delays to domestic reforms and external shocks.
Poverty levels, projected at 19.7 percent in 2026 (US$3 line,
2021 PPP), have stagnated over the past decade.

Key conditions and challenges

Once a model of economic stability built on diamond wealth,
Botswana now faces growing challenges. Diamonds account for
about 80 percent of exports and a significant share of govern-
ment revenue, leaving the economy highly exposed to structural
shifts in the global market, in particular the consumer shift to-
ward artificial diamonds. Limited private sector led economic di-
versification has resulted in insufficient job growth, persistently
high unemployment, and stark income inequality.

Fiscal sustainability is under pressure from declining mineral rev-
enues and rigid expenditure, which have reduced fiscal space and
contributed to the rapid increase in public debt in recent years.
These risks are amplified by the near depletion of the govern-
ment’s liquidity buffer, the Government Investment Account at
the Central Bank, and volatile Southern African Customs Union
(SACU) transfers, highlighting the urgent need for a stronger fiscal
framework to contain debt growth.

Restoring inclusive growth will depend on structural changes
that accelerate diversification into sectors like tourism, financial
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services, and agrobusiness, by enhancing competition,
streamlining regulations, improving access to finance, and
fostering entrepreneurship, especially for small and medium
enterprises. These reforms are central to generating jobs-
rich growth that raises income prospects for poorer house-
holds. Outcomes also hinge on investment in education and
vocational training to build a competitive workforce. In a
context of high inequality, well-designed social safety nets
and pro-poor spending will remain important to ensure a
more inclusive future.

Recent developments

GDP contracted by an estimated 0.9 percent in 2025 after
a 2.8 percent decline in 2024. A strong rebound in mining
during the third quarter provided temporary support, but
scheduled maintenance at the largest production site re-
versed some of these gains by year-end. Growth across
most other sectors remained modest, in the range of 1–3
percent, while construction and utilities declined amid
reduced public investment and financial pressures on
state-owned enterprises.

FIGURE 1 / Public expenditure rigidities constrain fiscal space and
crowd out private sector-led growth
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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Inflation averaged 2.7 percent in 2025 but rose gradually to 3.9
percent by December, as the Pula depreciated against the Rand,
prompting a 160-basis point policy rate increase in October.

Fiscal consolidation efforts reduced the deficit to about 6.5 percent
of GDP, compared with the 8 percent initially projected in the Feb-
ruary 2025 budget. Public debt is projected to reach about 39.5
percent of GDP by March 2026, up from 22.5 percent in 2023.
Heavy reliance on domestic markets pushed the volume of is-
suance to five times the 2018–2023 average, contributing to a
sharp increase in 12-month T-Bill yields from 2.5 percent to 11.8
percent between July 2024 and February 2026, reflecting higher
risks, as perceived by local banks and pension funds.

On the external front, international reserves rose from US$3.4 bil-
lion in 2024 to US$4.2 billion in 2025, while the current account
shifted from a deficit of 4.5 percent of GDP to a small surplus.
These developments were driven by a recovery in diamond exports
and an increase in concessional financing. However, ongoing ten-
sions in the Middle East add uncertainty to global markets, further
complicating the country’s recovery.

Outlook

GDP growth is projected to reach 2.7 percent in 2026 and average 3.2
percent in 2027–28. This outlook reflects a modest recovery in dia-
mond sales (albeit remaining well below historical values), gradual
improvements in electricity supply, and an improved business cli-
mate supported by trade, financial, and administrative reforms.
Poverty, at the US$3 per day (2021 PPP) line, is projected to remain
broadlyunchangedat19.7percent (around 513,000 people) in 2026.

Driven by recent hikes in electricity tariffs and the depreciation
of the local currency, inflation may pick up in the coming months
and runs the risk of breaching the 6 percent upper bound of the
Bank of Botswana’s target range, before converging to 4.5 percent
in the medium term.

On the external front, international reserves are expected to
slightly increase, supported by higher concessional borrowing,
while the current account deficit is projected to stabilize at
around 1.0 percent of GDP.

The fiscal deficit is projected at 7.1 percent of GDP in 2026
and to narrow gradually over the medium term. This out-
look reflects expected gains in domestic revenue from value-
added tax (VAT) and income tax reforms, alongside efforts to
contain recurrent spending, including the wage bill, and main-
tain tighter expenditure discipline. Risks are two-sided: deficits
could widen if expenditure restraint weakens, while liquidity
constraints could instead force a sharper-than-planned adjustment
through under-execution.

The outlook is subject to significant downside risks. Continued
uncertainty in the diamond sector could delay the recovery and
intensify fiscal pressures, while higher oil prices linked to tensions
in the Middle East would further strain the economy and could
push up inflation above the 6 percent upper range limit. A slow
pace of structural reforms would further weaken Botswana’s ca-
pacity to reduce poverty and inequality and to withstand future
shocks. Without faster adjustment and reform, these pressures
could translate into sustained fiscal stress, as declining revenues,
rising obligations, and narrowing policy space complicate efforts
to restore stability.

Recent history and projections 2023 2024 2025e 2026f 2027f 2028f

Real GDP growth, at constant market prices1 3.2 -2.8 -0.9 2.7 3.2 3.1
Private consumption 5.6 1.9 5.5 2.2 2.0 2.0
Government consumption 4.8 5.9 3.7 3.1 3.2 2.9
Gross fixed capital investment 4.2 5.0 4.3 1.8 2.1 1.8
Exports, goods and services -12.4 -4.4 13.5 2.9 3.5 2.8
Imports, goods and services -7.1 17.6 2.3 2.1 1.7 1.0

Real GDP growth, at constant factor prices 2.8 -2.8 -0.9 2.7 3.3 3.0
Agriculture 1.8 -0.3 2.0 2.2 1.8 1.6
Industry 2.3 -13.5 8.4 1.4 0.9 3.4
Services 3.2 3.9 -6.0 3.5 4.7 2.8

Inflation (consumer price index) 5.1 2.8 2.7 5.5 4.5 4.5

Current account balance (% of GDP) -0.6 -4.5 1.5 -1.0 -1.2 -1.2
Net foreign direct investment inflow (% of GDP) 3.4 1.3 0.5 0.8 0.9 0.8

Fiscal balance (% of GDP)2 -4.2 -7.3 -6.5 -7.1 -6.9 -5.4
Revenues (% of GDP) 28.1 26.4 26.6 27.1 26.8 26.3

Debt (% of GDP)3 22.5 29.3 39.5 44.3 47.0 47.7

Primary balance (% of GDP)2 -3.2 -6.0 -5.3 -5.9 -5.7 -4.0

International poverty rate ($3.00 in 2021 PPP)4,5 18.6 19.5 20.1 19.7 19.4 19.3

Lower middle-income poverty rate ($4.20 in 2021 PPP)4,5 32.5 33.6 34.4 34.0 33.5 33.1

Upper middle-income poverty rate ($8.30 in 2021 PPP)4,5 59.9 61.1 62.0 61.4 61.0 60.5

GHG emissions growth (mtCO2e) -1.0 -3.9 2.7 -1.6 1.3 1.3

Source: World Bank, Fiscal Policy & Growth Department. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
1/ Projections presented in this report reflect revised diamond production volumes.
2/ Fiscal balances are reported in fiscal years (April 1st -March 31st).
3/ Refers to Public and Publicly Guaranteed debt.
4/ Calculations based on 2015-BMTHS. Actual data: 2015/16. Nowcast: 2017-2025. Forecasts are from 2026 to 2028.
5/ 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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