
ERITREA
Table 1 2022
Population, million 3.7

GDP, current US$ billion 2.4

GDP per capita, current US$ 647.4

School enrollment, primary (% gross)a 68.6

Life expectancy at birth, yearsa 67.1

Total GHG emissions (mtCO2e) 7.2

Source: WDI, Macro Poverty Outlook, and official data.
a/ WDI for School enrollment (2019); Life expectancy
(2020).

After rebounding to 2.9 percent in 2021,

GDP growth moderated to 2.5 percent in

2022, impacted by sluggish global de-

mand. A convergence to pre-pandemic

growth trends over the medium term is

anticipated, helped by the ongoing recov-

ery in China. Inflation would moderate

from 2023 as commodity prices decline.

Low global growth, climate vulnerabili-

ties, and geopolitical tensions cloud the

medium-term outlook. National accounts

and poverty statistics have not been pro-

duced over the last decade.

Key conditions and
challenges

With the lifting of UN sanctions in
November 2018, Eritrea emerged from
a decade of international isolation.
During that period, the government
followed a self-sufficiency policy. As
a result, large state-owned enterprises
dominate the economy and, outside
the mining industry, the private sector
is virtually non-existent. Zinc, copper
and gold account for over 90 percent
of exports, underscoring the country’s
heightened exposure to external
shocks. Monetary policy is character-
ized by administrative measures, fiscal
dominance, and a fixed exchange rate
regime pegged to the US dollar, en-
abled by severe import restrictions in
a context of low foreign exchange re-
serves. The financial sector is small
and underdeveloped. The country is
one of the most vulnerable and least
adapted to climate change in Sub-Sa-
haran Africa, with frequent weather
shocks posing a heavy burden for the
economy and rural livelihoods.
The COVID -19 crisis hit Eritrea amid
a hiatus in its reengagement with de-
velopment partners, leaving it without
much needed external funding. In ad-
dition, informal cross-border trade was
affected by the conflict in northern
Ethiopia. However, Eritrea’s isolation
moderated the magnitude of the initial
external shock.

The emergency conditions that prevailed
in Eritrea over the past decade led to
severe data production capacity con-
straints. National accounts data are lim-
ited to unofficial GDP estimates pro-
duced by the Ministry of Finance that
are not endorsed by the government. In-
flation estimates cover only the capital
city, Asmara, and full balance of pay-
ments accounts are missing. The last
population census in Eritrea took place
more than 25 years ago, and little is
known about poverty. Data from 1996/
97, covering only urban areas, suggest
that about 70 percent of the population
lived in poverty.

Recent developments

Real GDP slowed from 2.9 percent in
2021 to 2.5 percent in 2022, impacted by
weak demand in major trading partners,
especially China. Headline inflation aver-
aged 7.4 percent, fueled by rising interna-
tional commodity prices stemming from
pandemic-related value chain disruptions
and Russia’s invasion of Ukraine, in ad-
dition to the continued closure of the
Ethiopian border since April 2019. High
international prices of wheat and fertiliz-
ers, along with severe drought conditions,
placed acute strain on the food security of
vulnerable populations.
The current account surplus narrowed to
13 percent of GDP in 2022 from 14 percent
in 2021, affected by the rising prices of oil
and wheat, despite the partial compensa-
tion from higher prices of zinc exports.

FIGURE 1 Eritrea / Evolution of total public debt
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FIGURE 2 Eritrea / Primary and overall fiscal balances
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Notwithstanding such large surpluses, in-
ternational reserves are estimated at
around 3 months of imports. High global
zinc prices supported fiscal revenues in
2022, reducing the fiscal deficit to 5.6 per-
cent of GDP from 5.8 percent in 2021. Pub-
lic debt is estimated at around 239.8 per-
cent of GDP, of which nearly 80 percent is
owed to domestic banks, and the country
is in debt distress.
Eritrea remains mostly isolated but has
begun to reengage with development
partners and revitalize some bilateral re-
lations. In June 2022, Eritrea and South
Sudan signed an agreement to establish
direct flights between Asmara and Juba
to promote business, trade, and tourism.
Following a visit by the Kenyan pres-
ident to Asmara in December 2022 to
discuss trade and regional security, the
Kenyan and Eritrean governments
agreed on February 9, 2023, to per-
manently abolish visa requirements for
their citizens, with the aim of strength-
ening bilateral relations and advancing
regional integration.

Outlook

Real GDP growth is projected to grow
by 2.7 percent in 2023, bolstered by the
recovery in China, and continue at just
below 3 percent over the medium term,
consistent with its pre-pandemic trend.
As the international prices of fuel, wheat,
and other cereals begin subsiding, infla-
tion is expected to decrease to 6.4 percent
in 2023, before stabilizing at around 4.2
percent over the medium term, which
would provide some respite to poor
households. A recovery in agricultural
output would also support households’
consumption over the medium term, while
construction work associated to mining
projects would continue driving capital ex-
penditures. The current account surplus is
expected to widen to 14.1 percent in the
near term reflecting the decrease in im-
ported commodity prices after sharp in-
creases in 2022, but should narrow mod-
estly over the medium term as the prices

of zinc and other Eritrean mineral exports
also drop. Steady remittances should also
continue to support households’ incomes.
The fiscal deficit is expected to narrow pro-
gressively over the medium term, under-
pinned by a gradual fiscal consolidation,
while the strong growth in nominal GDP
should reduce the public debt-to-GDP ra-
tios. Nevertheless, fiscal and domestic debt
outcomes and the outlook for public fi-
nances remain uncertain given the fre-
quent data revisions due to reporting lags
driven by widespread manual processes.
Significant downside risks cloud the hori-
zon. Weak global growth and further dis-
ruptions from COVID-19 could dampen
growth in China, weakening external de-
mand for Eritrean exports. Eritrea’s contin-
ued involvement in the northern Ethiopia
conflict could attract renewed internation-
al sanctions, while the escalation of region-
al geopolitical tensions could dampen Er-
itrea’s nascent efforts to break its isolation.
Finally, severe climate vulnerabilities that
burden Eritrea could worsen in coming
years, posing high risks to food security.

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

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -0.5 2.9 2.5 2.7 2.9 2.8

Private Consumption -1.9 3.0 3.6 4.0 4.3 4.1
Government Consumption 16.4 14.0 5.7 3.6 3.7 3.5
Gross Fixed Capital Investment 152.2 39.1 13.1 11.8 14.6 10.6
Exports, Goods and Services -4.9 31.0 9.2 5.1 3.7 4.1
Imports, Goods and Services -3.5 21.6 11.0 5.3 4.1 4.3

Real GDP growth, at constant factor prices -0.5 2.9 2.5 2.7 2.9 2.8
Agriculture -0.5 4.5 1.6 3.5 3.7 3.2
Industry -0.7 1.4 3.2 2.9 3.0 3.1
Services -0.1 5.3 1.3 1.6 2.1 1.8

Inflation (Consumer Price Index) 5.6 6.6 7.4 6.4 4.1 4.3

Current Account Balance (% of GDP) 14.4 14.0 13.0 14.1 12.4 11.1
Net Foreign Direct Investment Inflow (% of GDP) 1.4 1.4 1.3 1.2 1.2 1.1

Fiscal Balance (% of GDP) -6.5 -5.8 -5.6 -4.8 -4.0 -3.3
Revenues (% of GDP) 24.9 26.7 27.0 27.6 28.5 29.3
Debt (% of GDP) 260.6 241.7 239.8 219.4 212.6 198.4
Primary Balance (% of GDP) -5.0 -4.2 -4.2 -3.7 -2.9 -2.2

GHG emissions growth (mtCO2e) 1.2 2.1 2.5 2.7 2.8 2.9
Energy related GHG emissions (% of total) 13.1 13.2 13.4 13.7 14.2 14.7

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