CABO VERDE

The economy expanded 7.2 percent in 2024, driven by
services including tourism, and agriculture. Growth will
ease to 5.4 percent in 2025 and converge to 5.0 percent
by 2027. Poverty incidence will decline by 2.3 percentage
points in 2025 supported by remittances and low inflation.
Fiscal consolidation and external buffers underpin stability,
though risks highlight sustained reforms are necessary to
safeguard inclusive growth and resilience.

Key conditions and challenges

Cabo Verde became an Upper-Middle Income Country (UMIC)
in 2025 continuing its impressive development trajectory since
independence, anchored in political stability, strong institutions,
and sustained investment in human capital. Per capita income,
employment rates, and social indicators are among the highest
in Sub-Saharan Africa, reflecting progress in education, health,
poverty reduction, and gender equality. The country ranked 41st
globally in the 2024 Gender Gap Index, though women remain
underrepresented in political leadership despite strong outcomes
in health and education.

Yet structural constraints continue to weigh on productivity and in-
clusive growth. The small domestic market, geographic isolation,
and costly inter-island transport increase service delivery costs and
reinforce spatial disparities, particularly in rural and outer islands.
The economy remains heavily reliant on services, with tourism con-
tributing nearly a quarter of GDP. Tourism growth has been an-
chored in an all-inclusive model that, while generating jobs and for-
eign exchange, has limited spillovers to local agriculture, fisheries,
and manufacturing due to high import dependence.
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Diversification into higher-value services, renewable energy, fish-
eries, and the digital economy has been slow, hindered by capacity
gaps, infrastructure bottlenecks, and scale constraints. Meanwhile,
fiscal pressures and elevated public debt restrict policy space. Ad-
vancing a coherent reform agenda to strengthen fiscal sustainabili-
ty, raise private sector productivity, and ease transport bottlenecks
will be critical to mitigating global and climate risks, while laying the
foundations for more inclusive and resilient growth.

Recent developments

Economic activity remained strong in 2024, with GDP growing by
7.2 percent (6.7 percent per capita), underpinned by services, par-
ticularly tourism, and a recovery in agriculture following years of
drought. Tourist arrivals increased by 16.5 percent to nearly 1.18
million. Hotels, transport, and related services were key growth en-
gines, while private consumption rose by 9.1 percent, supported by
higher real incomes and resilient remittances.

The financial sector strengthened in 2024 with credit expanding
by 5.2 percent (y/y), mainly to households and small businesses.
Asset quality improved as non-performing loans declined to a
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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five-year low of 5.5 percent, while banks remained well capitalized
with a 23.8 percent capital adequacy ratio.

Inflation eased sharply to 1.0 percent in 2024, from 3.7 percent in
2023, reflecting lower global fuel and food inflation and improved do-
mestic food supply. Robust growth combined with stable remit-
tances contributed to extreme povertyincidence decliningintosingle
digits (9.5 percent)in 2025 and benchmarked against the UMIC in-
ternational poverty line (<$8.3-a-day in PPP2021), poverty declined
by 4.5 percentage points from 55.7 percent in 2023 to 51.2 percent
in 2025 (equivalent to around 20,000 Cabo Verdeans lifted out of
poverty). Unemployment fell to 8.0 percent, 2.3 p.p. below 2023,
though youth unemployment remained high at 20.1 percent, with
informality disproportionately affecting rural and young workers.

Growth moderated in early 2025 with real GDP expanding by 3.7
percent (y/y) in Q1, supported by agriculture, construction, trans-
port, accommodation, and real estate. On the demand side, rising
real wages, steady remittances, and credit growth sustained pri-
vate consumption and investment, while business surveys point to
rising confidence across sectors.

Inflation remained subdued at 1.9 percent in July 2025, as lower fu-
el prices and domestic food production offset increases in import-
ed food prices. The external position remained solid, with the cur-
rent account deficit (CAD) contained, stable financing from FDI and
official external inflows, and reserves covering about 5.5 months of
prospective imports.

Fiscal consolidation remains central to the policy agenda. By
mid-2025, revenues were broadly on track, underpinned by val-
ue-added tax (VAT), corporate tax compliance and e-invoicing.
Spending accelerated, reflecting front-loaded capital projects and
wage bill reforms rollout, while debt has declined to just below

100 percent of GDP, a milestone that reflects a deliberate strategy,
a positive fiscal trajectory, and favorable financing terms.

Qutlook

Growth is projected at 5.4 percent in 2025, converging towards its
potential of 5.0 percent by 2027, supported by improved public
sector efficiency and efforts to crowd-in private investment. Infla-
tion is expected to remain low, aligned with the Euro area (around
2 percent). Poverty is expected to decline, reaching 51.2 percent in
2025 using the UMIC international poverty line and continuing its
downward trend in 2026 and 2027, with poverty reaching 49.1 per-
cent and 47.0 percent, respectively (and 18.9, 17.5 and 16.4 per-
cent, respectively, using the LMIC).

The external position will remain stable, with the CAD widening mod-
erately to 2.7 percent of GDP by 2026, offset by strong remittances
and resilient service exports. Reserves are projected to hold near
5.5 months of imports, anchoring confidence in the currency peg.

Fiscal policy will remain focused on consolidation and maintaining
a positive primary balance, while capital spending and wage bill
reforms widen the overall fiscal deficit to 1.7 percent of GDP
in 2025. SOE restructuring and commitment to contain expendi-
tures are projected to reduce the deficit to 0.6 percent by 2027,
generating a primary surplus of 1 percent and lowering public
debt to about 95 percent of GDP.

Risks remain tilted to the downside. Global uncertainty, weaker ex-
ternal demand, and potential declines in remittances could weigh
on growth. Political pressures ahead of the 2026 elections may
impact the pace of reforms, while climate change and natural
hazards pose long-term challenges.

Recent history and projections 2022 2023 2024 2025e 2026f 2027f
Real GDP growth, at constant market prices 15.8 4.8 7.2 5.4 5.2 5.0
Private consumption 13.7 0.2 9.1 7.0 6.1 5.9
Government consumption -2.8 5.2 5.3 6.5 1.9 3.6
Gross fixed capital investment -10.3 0.9 -5.6 -6.5 8.6 3.3
Exports, goods and services 78.9 5.9 8.6 6.3 5.1 6.7
Imports, goods and services 18.2 -1.7 4.8 4.0 6.1 6.2
Real GDP growth, at constant factor prices 12.4 4.1 7.0 5.4 5.2 5.0
Agriculture -6.6 -2.7 7.3 1.8 5.7 2.0
Industry 7.5 2.2 3.8 1.7 3.3 3.1
Services 14.7 4.8 7.5 6.1 5.4 5.4
Inflation (consumer price index) 7.9 3.7 1.0 1.8 2.0 2.0
Current account balance (% of GDP) -3.5 -2.6 3.8 -1.9 -2.7 -0.7
Net foreign direct investment inflow (% of GDP) 4.6 6.0 3.3 3.1 3.0 3.0
Fiscal balance (% of GDP) -4.0 -0.3 -1.1 -1.7 -2.0 -0.6
Revenues (% of GDP) 22.6 25.4 25.0 27.0 24.7 24.6
Debt (% of GDP) 125.9 116.9 110.9 104.9 100.5 95.0
Primary balance (% of GDP) -1.8 2.0 1.3 0.3 0.3 1.0
International poverty rate ($3.00 in 2021 PPP)"2 10.8 11.3 10.2 9.5 8.5 7.8
Lower middle-income poverty rate ($4.20 in 2021 PPP)'2 21.6 22.6 20.7 18.9 17.5 16.4
Upper middle-income poverty rate ($8.30 in 2021 PPP)2 54.9 55.7 53.5 51.2 49.1 47.0
GHG emissions growth (mtCO2e) 6.3 4.7 6.1 5.5 5.2 5.0

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 2015-IDRF. Actual data: 2015. Nowcast: 2016-2024. Forecasts are from 2025 to 2027.

2/ Projections using microsimulation methodology.
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