
SÃO TOMÉ AND
PRÍNCIPE
Table 1 2022
Population, million 0.2

GDP, current US$ billion 0.5

GDP per capita, current US$ 2401.3

International poverty rate ($2.15)a 15.6

Lower middle-income poverty rate ($3.65)a 44.8

Upper middle-income poverty rate ($6.85)a 79.7

Gini indexa 40.7

School enrollment, primary (% gross)b 106.8

Life expectancy at birth, yearsb 67.8

Total GHG emissions (mtCO2e) 0.4

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

STP has faced severe macroeconomic im-

balances. Growth stagnated amid succes-

sive shocks, most recently the impact of

Russia’s invasion of Ukraine, and recur-

rent energy crisis. Inflation spiked to 25

percent as a monetary-financed fiscal

deficit depleted foreign reserves. Measures

to restore macroeconomic stability includ-

ed ceasing monetary financing and adjust-

ing fuel prices. Delayed implementation of

structural reforms and an uncertain global

environment poses risks to outlook.

Key conditions and
challenges

São Tomé and Príncipe (STP) is a small is-
land lower-middle income country (LMIC)
constrained by remoteness, a small private
sector, fragile institutions, and low human
capital. Growth has been driven by exter-
nally financed public spending, but a de-
clining trend in external financing and low
domestic revenue mobilization have ex-
posed the limitations of the Government-
expenditure-led growth model. Underde-
veloped infrastructures, especially unreli-
able electricity supply and low road densi-
ty, constrain growth. Energy reforms are
paramount to fiscal sustainability, to
achieve transition to a cleaner and cheap-
er energy matrix and to enable private
sector growth.
Economic growth in recent years has been
hampered by persistent energy shortages,
the COVID-19 pandemic, climate shocks,
and high commodities prices triggered by
the war in Ukraine. Moreover, the political
uncertainty caused by the legislative elec-
tions in 2022 resulted in lower external fi-
nancing disbursements. The new govern-
ment adopted measures to restore macro-
economic stability by ending monetary fi-
nancing of the budget and adjusting fuel
prices in early February. A new IMF pro-
gram requested by the government is ex-
pected to support a fiscal adjustment pro-
gram, including expenditure control and
the introduction of value-added tax (VAT)
in June 2023, and a tighter monetary

stance to curb inflation and support the
peg to the Euro.
STP’s young and fast-growing population
lacks employment opportunities, heavily
relying on informal and subsistence activ-
ities. Low access to finance further limits
income-generating opportunities. Extreme
poverty remains high for STP’s income
levels, with about 15.4 percent of the pop-
ulation living on less than US$2.15 per day
(in 2017 PPP terms), 44.6 percent on less
than US$3.65 per day (the poverty line for
LMIC), and almost 20.6 percent facing
food insecurity.

Recent developments

Amid renewed shocks, growth declined
from 1.9 percent in 2021 to 0.9 percent
in 2022, reflecting persistent energy short-
ages and the burden of higher food and
fuel prices driven by the war in Ukraine.
Due to high population growth, GDP
per capita declined. The high cost of im-
ported inputs such as seeds and fertil-
izers reduced agricultural production, as
did repeated flooding caused by heavy
rains. Industrial production suffered from
delays in the execution of externally fi-
nanced infrastructure projects, the high
cost of fuel, and persistent blackouts.
Growth in 2022 was sustained mostly by
rebounding tourism, although activity re-
mains below pre-pandemic levels.
The current account deficit, excluding
grants, is estimated to have widened to
22 percent of GDP due to higher costs
of imports, in particular food, fuel, and

FIGURE 1 São Tomé and Príncipe / Real GDP growth and
contributions to real GDP growth
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FIGURE 2 São Tomé and Príncipe / Actual and projected
poverty rates and real GDP per capita
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fertilizer, which was only partially offset
by services exports from the rebounding
tourism sector. Net international reserves
plummeted to a negative level in Novem-
ber 2022, threatening the currency peg to
the Euro before reserves were shored up
by an emergency loan in December. The
authorities are negotiating with Portugal
an additional disbursement of €40 mil-
lion under a credit facility backing the ex-
change rate peg.
Fiscal expansion undermined macroeco-
nomic stability. Domestic revenue collec-
tions suffered from the delayed implemen-
tation of revenue mobilization measures
and persistent energy shortages. Public ex-
penditures increased, in part driven by the
need to respond to climate-related emer-
gencies, but also by the public sector wage
bill, which increased by 22.9 percent. Con-
sequently, the domestic primary deficit
(excluding oil) is estimated to have in-
creased from 3.1 percent in 2021 to 5.6 per-
cent of GDP in 2022. Public debt is estimat-
ed at 92.3 percent of GDP.
By December 2022, inflation reached a his-
toric high of 25.2 percent, largely driven
by pressures on prices of imported goods
(such as food and fuel), fuel prices adjust-
ments, and the monetary financing of the

fiscal deficit. Food inflation reached 29 per-
cent, disproportionately affecting the poor-
est. The high inflation differential with the
euro area appreciated the real exchange
rate. The central bank tightened monetary
policy by increasing the reference rate
from 9 to 10 percent in June 2022 and rais-
ing mandatory reserves requirements.

Outlook

Real GDP growth is projected to rebound
to 2.1 percent in 2023, sustained by a
continued recovery in tourism, along
with higher disbursements of external fi-
nancing from multilateral development
partners. The recession in the industry
sector is expected to slow due to the
resumption of externally financed infra-
structure projects and improved energy
supply. Despite growing tourism and im-
proved terms of trade, the current ac-
count deficit is expected to widen to 25
percent of GDP due to the recovery of
investment-related imports.
The fiscal position is projected to im-
prove with the planned freeze in the
wage bill, cuts in domestically-financed

public investment, and improvement in
domestic revenue mobilization including
the introduction of VAT. Therefore, the do-
mestic primary deficit is expected to narrow
to 2 percent of GDP in 2023. Inflation is pro-
jected to decline to 10.7 percent, supported
by a more conservative fiscal policy and the
central bank´s policies to drain excessive
liquidity by issuing certificates of deposit.
Poverty reduction is likely to stagnate in
the short term. The share of people living
on less than US$2.15 a day (in 2017 PPP
terms) is expected to remain broadly the
same in 2023. The growth rebound re-
mains modest and households are likely to
face price increases with the introduction
of the VAT.
The outlook is subject to significant uncer-
tainty and downside risks. Delays in the
implementation of reforms and fuel price
adjustments could once again pressure on
the government’s fiscal position and for-
eign exchange reserves. Furthermore, con-
tinued disruption in global supply chains,
lower availability of external financing and
new exogenous shocks to food and fuel
prices, including from climate events,
could undermine STP’s growth prospects
and further deteriorate households’ pur-
chasing power.

TABLE 2 São Tomé and Príncipe / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices 3.1 1.9 0.9 2.1 3.4 3.7

Real GDP growth, at constant factor prices 2.3 1.6 0.9 2.1 3.4 3.7
Agriculture -1.1 -1.0 -1.5 1.5 2.5 2.8
Industry 4.4 -1.5 -1.2 -0.5 1.5 2.0
Services 2.2 2.6 1.6 2.7 3.9 4.1

Inflation (Consumer Price Index) 9.4 9.5 25.2 10.7 8.7 6.2
Current Account Balance (% of GDP) -11.4 -17.1 -20.6 -18.9 -18.1 -17.1

Fiscal Balance (% of GDP) -4.9 -5.9 -5.7 -4.9 -2.8 -1.0
Revenues (% of GDP) 26.0 19.7 18.6 19.1 20.4 20.7
Debt (% of GDP) 87.6 91.6 92.3 85.0 84.3 81.5
Primary Balance (% of GDP) -4.6 -5.7 -5.3 -4.5 -2.4 -0.7

International poverty rate ($2.15 in 2017 PPP)a,b 15.3 15.3 15.4 15.4 15.3 15.1

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 44.5 44.5 44.6 44.6 44.5 44.3

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 79.1 79.2 79.3 79.3 79.1 78.7

GHG emissions growth (mtCO2e) 1.2 0.9 0.6 1.0 1.2 1.3
Energy related GHG emissions (% of total) 37.0 37.1 37.2 37.4 37.8 38.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Projection using point to point elasticity at regional level with pass-through = 0.7 based on GDP per capita in constant LCU. Actual data: 2017. Nowcast: 2018-2022.
Forecasts are from 2023 to 2025.
b/ Actual data: 2017. Nowcast: 2018-2022. Forecasts are from 2023 to 2025. Actual data: 2017. Nowcast: 2018-2022. Forecasts are from 2023 to 2025.
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