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Table 1 2022
Population, million 7.5

GDP, current US$ billion 15.4

GDP per capita, current US$ 2045.8

National Official Poverty Ratea 18.3

International poverty rate ($2.15)a 7.1

Lower middle-income poverty rate ($3.65)a 32.5

Gini indexa 38.8

School enrollment, primary (% gross)b 98.5

Life expectancy at birth, yearsb 68.5

Total GHG emissions (mtCO2e) 34.9

Source: WDI, Macro Poverty Outlook, and official data.
a/ National Statistics Office. Most recent value (2018).
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Amid persistent macroeconomic instabili-

ty, the economic recovery will be gradual

and remain vulnerable to further shocks.

Economic growth is expected to reach 3.9

percent in 2023, mostly driven by the ser-

vices sector. High consumer price infla-

tion, which has been predominantly in-

duced by the sharp depreciation of the Lao

kip, has undermined improvements in liv-

ing standards. The poverty rate, measured

at the lower-middle-income poverty line of

$3.65-a-day in 2017 PPP, is estimated to

stagnate at around 32 percent in 2022.

Key conditions and
challenges

Macroeconomic instability persisted in
2022, mainly owing to a sharp currency
depreciation. These developments have
put pressure on public debt servicing,
which further limits fiscal space and ex-
acerbates financial sector vulnerabilities.
Public and publicly guaranteed debt
(PPG) is estimated to have surpassed
110 percent of GDP in 2022, mainly due
to a large kip depreciation. Debt ser-
vice deferrals have accumulated to about
8 percent of GDP in 2022, while av-
erage annual repayment obligations re-
main at $1.3 billion in the medium term.
These pressures are tipping the country
towards debt distress, weighing on fu-
ture growth. A positive outcome from
ongoing debt renegotiations with large
bilateral creditors is crucial to restoring
debt sustainability.
Domestic and external uncertainty con-
tinues to cloud the outlook. In the near
term, the recovery will likely benefit
from the reopening of China, increased
exports, and workers’ remittances. How-
ever, structural imbalances associated
with limited foreign reserves, high pub-
lic debt, and higher import demand will
continue to put pressure on the kip
and inflation, likely undermining house-
hold consumption and investments in
human capital. Subdued global and re-
gional economic growth would weaken
external demand.

Recent developments

Economic growth was estimated at 2.7
percent in 2022, as the recovery in the
services sector was partly undermined by
macroeconomic instability. The sector
benefited from increased international
and domestic tourism. Transport and lo-
gistics services benefited from the open-
ing of the Lao-China railway and the
Thanaleng dry port in December 2021. On
the expenditure side, foreign direct in-
vestment and public investment declined
substantially in 2022.
The kip/US dollar exchange rate has sta-
bilized since mid-October 2022 due to
recent measures, such as widening ex-
change rate bands, kip savings bond is-
suances, and the closure of all foreign ex-
change bureaus – supported by the recent
weakening of the US dollar. However, the
impact of these measures might be tem-
porary and may lead to the emergence of
a black market if the demand for foreign
currencies is not fully met. Meanwhile,
the kip still depreciated against the USD
and Thai baht by 47 percent and 43 percent
in the year to February 2023, respectively.
This reflects considerable external liquidi-
ty constraints despite substantial external
debt repayment deferrals.
Inflation reached 41.3 percent in February
2023 – owing to a weaker kip and high
global commodity prices, particularly fuel.
Food and transport price increases were
the key drivers. These have passed
through to core inflation, which reached
33.6 percent (year-on-year).

FIGURE 1 Lao PDR / Real GDP growth and contributions to
real GDP growth
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FIGURE 2 Lao PDR / Actual and projected poverty rates and
real GDP per capita
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Fiscal performance improved in 2022 due
to higher domestic revenue and contained
public spending. Domestic revenues rose
to 13.3 percent of GDP in 2022 from 13
percent in 2021 mostly driven by high-
er excise and income taxes. However, val-
ue-added tax (VAT) collection declined,
which mainly resulted from the VAT rate
reduction from 10 to 7 percent in January
2022 (and despite price increases), while
non-tax revenues also declined. Financing
needs remain high. Preliminary data in-
dicates that the current account balance
worsened in the first three quarters of
2022 due to higher import growth, which
partly offset strong merchandise exports
and interest payment deferrals. Foreign
reserves declined to about $1 billion in
September 2022.
Employment slightly picked up in the
second half of 2022, with more workers
shifting to services. While household in-
come had gradually recovered from the
pandemic’s impact, more than one-third
of households still experienced income
losses from the pandemic in December
2022. Coupled with the rising cost of
living, most households had to reduce
food consumption (66 percent), switch to
cheaper food (77 percent), and cut spend-
ing on health or education (70 percent).
Contractions in food and human capital
expenditures were particularly high

among low-income families. Progress in
poverty reduction remained slow, with
the poverty rate (measured at the lower-
middle-income poverty line of $3.65 a day
2017 PPP) estimated to stagnate at around
31.7 percent in 2022.

Outlook

GDP growth for 2023 is projected to accel-
erate to 3.9 percent, led by a continued re-
covery in the services and agriculture sec-
tors. Inflation is expected to remain in the
double digits, though lower than in 2022.
Outlook is also predicated on the assump-
tion of continued deferral of some of Lao
PDR’s external debt service obligations
during the forecast period.
The primary fiscal surplus is expected to
improve, owing to higher revenue and
contained spending. However, the overall
fiscal deficit is expected to worsen due to
higher interest payments. The current ac-
count deficit is expected to slightly im-
prove as merchandise exports, tourism,
and remittances are likely to increase, al-
though higher import demand and exter-
nal debt service payments will partly offset
these improvements.
The outlook is subject to upside and
downside risks. Upside risks include a

faster-than-expected recovery in China,
which could boost external demand though
it could place upward pressures on some
prices. Downside risks include lower-than-
expected growth in regional economies that
could lower external demand. Depreciation
pressures may reemerge later in the year
given high debt service obligations and
low foreign reserves, which could exacer-
bate macroeconomic instability. Fiscal
space will remain limited to support the
recovery, particularly in the absence of im-
proved revenue collection.
Household incomes are expected to grad-
ually improve, as economic activity con-
tinues to pick up in the services sector.
However, inflation has eroded purchasing
power, depleting household savings and
reducing human capital spending, plac-
ing many households at risk of falling in-
to poverty. The slow progress in pover-
ty reduction will likely continue. Poverty
is expected to decline marginally to 31.4
percent in 2023.
Addressing macroeconomic instability re-
quires five critical reforms: (i) curbing
tax exemptions to raise revenue and pro-
tect social spending; (ii) improving the
governance of public and public-private
investments; (iii) finalizing ongoing debt
negotiations; (iv) strengthening financial
sector stability; and (v) improving the
business environment.

TABLE 2 Lao PDR / 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 2.5 2.7 3.9 4.2 4.4

Real GDP growth, at constant factor prices 0.5 2.5 2.7 3.9 4.2 4.4
Agriculture 3.2 2.3 1.6 2.4 2.8 3.2
Industry 4.0 7.6 3.3 3.9 3.5 3.8
Services -3.5 -2.2 2.5 4.5 5.5 5.6

Inflation (Consumer Price Index) 5.1 3.8 22.7 16.8 5.1 3.5
Current Account Balance (% of GDP) -5.9 -2.9 -3.2 -3.0 -3.1 -3.2

Fiscal Balance (% of GDP) -5.2 -1.3 -1.1 -2.0 -2.2 -2.4
Revenues (% of GDP) 12.7 14.9 15.0 15.1 15.2 15.5
Debt (% of GDP) 62.3 77.9 102.8 100.9 98.7 91.5
Primary Balance (% of GDP) -3.7 0.0 0.6 0.9 0.8 0.6

International poverty rate ($2.15 in 2017 PPP)a,b 7.0 6.9 6.8 6.7 6.5 6.3

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 32.0 31.9 31.7 31.3 30.9 30.5

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 70.0 69.9 69.7 69.3 68.8 68.3

GHG emissions growth (mtCO2e) -3.4 -3.4 -5.1 -5.3 -5.3 -4.8
Energy related GHG emissions (% of total) 42.5 39.2 34.7 29.9 24.7 19.5

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on EAPPOV harmonization, using 2012-LECS and 2018-LECS. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection using annualized elasticity (2012-2018) with pass-through = 0.7 based on GDP per capita in constant LCU.
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