
MONGOLIA
Table 1 2022
Population, million 3.4

GDP, current US$ billion 16.8

GDP per capita, current US$ 4942.3

Lower middle-income poverty rate ($3.65)a 6.9

Upper middle-income poverty rate ($6.85)a 38.3

Gini indexa 32.7

School enrollment, primary (% gross)b 102.4

Life expectancy at birth, yearsb 72.1

Total GHG emissions (mtCO2e) 60.1

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2018), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Mongolia’s real GDP growth is project-

ed to recover to 5.2 percent in 2023, fu-

eled by a rapid rebound in mining pro-

duction and robust growth in services.

Despite the recovery, poverty is project-

ed to only reach pre-pandemic levels by

end-2023 (6.3 percent rate under the

lower middle-income class poverty line).

Significant risks and challenges lie ahead

including high inflation rates (limiting

progress in poverty reduction), persistent

high debt, increasing fiscal risks, and

large external sector imbalances.

Key conditions and
challenges

Mongolia’s recovery from the pandemic
has been relatively slow, dragged down by
border frictions with China and the war in
Ukraine, with output only recently recov-
ering to its pre-pandemic level and pover-
ty projected to only reach pre-pandemic
levels by end-2023 (under the lower mid-
dle-income class poverty line).
While the recent refinancing of some ex-
ternal bonds eased the immediate external
and fiscal financing pressures, the continu-
ation of a major income support program
with limited targeting (Child Money Pro-
gram, CMP) and substantial increases in
capital expenditure continue to jeopardize
fiscal and debt sustainability. In addition,
sizable infrastructure investments expect-
ed under the New Revival Policy through
public-private partnerships represent sig-
nificant fiscal risks.
Despite the recent rapid recovery of ex-
ports, balance of payment pressures re-
main significant with low levels of foreign
reserves (only 3.1 months of imports cov-
erage as of end-Feb 2023). Large (and still
partially confidential) offtake coal export
agreements add uncertainty and will likely
weigh on the repatriation of export rev-
enues. While the start of the Oyu Tolgoi
(OT) underground mining production
(scheduled by 2023Q1) will support ex-
ports of copper and gold, this will likely
only partially compensate for expected in-
creases in imports, notably those related to

large public investments planned both on-
and off-budget.
International factors will shape the speed
of recovery, including the uncertainty
about the pace of recovery in China, the
evolution of commodity prices, and the
tightening of international financial condi-
tions. Reforms to improve fiscal discipline
and governance, and promote economic
diversification remain imperative to build
a sustainable economy resilient to domes-
tic, external, and climate shocks, and miti-
gate sharp and frequent boom-bust cycles.

Recent developments

The Mongolian economy grew by 4.7 per-
cent in 2022 driven by increases in exports
(in particular, coal following the easing of
border frictions with China) and robust
consumption. The latter resulted from an
improvement in labor market conditions
(with the unemployment rate dropping to
5.3 percent by 2022Q4, but with the labor
force participation rate still below pre-pan-
demic levels), sustained social assistance,
discretionary raise in pensions, consumers
drawing on savings built during the pan-
demic, and an increase in public consump-
tion. From the production side, the in-
creased number of livestock and meat pro-
duction and to a lesser extent a rebound
in trade and services, explain this robust
growth performance. By contrast, mining
sector output contracted, mainly because
lower copper concentration levels of the
ore mined at OT last year led to lower cop-
per mining value added compared to 2021.

FIGURE 1 Mongolia / Real GDP growth and contributions to
real GDP growth
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FIGURE 2 Mongolia / Actual and projected poverty rates
and real GDP per capita
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For the first time since the start of the pan-
demic, the fiscal balance turned positive
(0.8 percent of GDP in 2022) mainly due
to solid revenue collection associated with
improved international trade (high com-
modity prices and a rebound in coal ex-
ports) and the domestic recovery. Howev-
er, government expenditures remained
large, with persistently high capital invest-
ments, pensions, and social assistance (in-
cluding the CMP, which recently experi-
enced only limited targeting of beneficia-
ries effective from January 2023), despite
some recurrent spending cuts following
the 2022 Austerity Law. Although debt lev-
els remain significant, the recorded fiscal
surplus, some debt repayments (notably
the full payment of the Chinggis bond),
and robust growth resulted in a reduction
in the debt-to-GDP ratio (63.8 percent of
GDP by end-2022).
Rising food and energy prices, supply bot-
tlenecks amid border closures, and a large
exchange rate depreciation resulted in a
15.2 percent inflation rate in 2022. Higher
import prices also put pressure on produc-
tion costs and, together with some de-
mand-driven inflationary pressures (partly
due to accommodative fiscal policy and
quasi-fiscal activities) progressively start-
ed to raise prices of domestically produced
goods and services. To respond to these

price pressures and also the widening ex-
ternal imbalances, monetary policy tight-
ened with the BOM’s policy rate increasing
from 6 percent in 2021 to 13 percent in De-
cember 2022. Inflation rates are currently
on a downward trend, but food inflation
remains high (16.2 percent y-o-y in Febru-
ary 2023), limiting progress in poverty re-
duction and welfare outcomes.

Outlook

Economic growth is expected to accelerate
to 5.2 percent in 2023 driven by a rapid
recovery in mining production resulting
from the removal of border frictions, some
decline in coal inventories, and the com-
mencement of the OT underground min-
ing stage. Services (in particular tourism)
would continue recovering from restric-
tions associated with the pandemic, while
growth is expected to be weighed down by
sluggish agricultural production due to the
recent harsh winter.
With the accelerated growth, poverty
is projected to reach pre-pandemic lev-
els of 6.3 percent by the end of 2023
under the lower middle-income class
poverty line ($3.65, 2017PPP). From the
demand side, higher exports, sustained

household consumption, and large pub-
lic investment (through the budget and
quasi-fiscal activities) are expected to
support growth, while private invest-
ment would have a negative contribu-
tion with credit conditions tightening
and the cost of production increasing.
With the rapid recovery in domestic de-
mand, inflation is likely to remain ele-
vated throughout 2023 and could threat-
en expected progress in poverty reduc-
tion, despite some easing in external
and supply-related pressures.
The medium-term outlook remains favor-
able with a substantial increase in mining
output from the underground mining
phase of OT (particularly in 2025 when
production is expected to more than dou-
ble compared to current levels). However,
the outlook is subject to downside risks, in-
cluding further deterioration of the exter-
nal and fiscal balances and additional in-
flationary pressures resulting from a pro-
longed war in Ukraine, a larger-than-ex-
pected tightening of monetary policy in
advanced economies, risks related to the
current sizable contingent liabilities (in-
cluding from the large Development Bank
of Mongolia’s bonds payments), and un-
certainties related to existing large (and
confidential) offtake coal export agree-
ments and China’s economic recovery.

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

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -4.4 1.6 4.7 5.2 6.3 6.8

Private Consumption 2.1 -5.9 7.4 7.0 6.6 6.1
Government Consumption 14.6 9.2 5.4 11.5 14.7 8.1
Gross Fixed Capital Investment -21.1 17.7 0.3 18.0 7.0 0.0
Exports, Goods and Services -5.3 -14.6 31.3 14.1 15.2 15.6
Imports, Goods and Services -15.5 13.6 30.5 5.0 11.5 10.7

Real GDP growth, at constant factor prices -3.9 0.4 3.9 5.2 6.3 6.8
Agriculture 5.8 -5.5 12.0 0.9 5.5 5.5
Industry -4.4 -2.2 -2.8 7.7 9.0 10.6
Services -6.5 3.9 5.5 5.2 5.1 5.1

Inflation (Consumer Price Index) 3.7 7.1 15.2 9.5 6.8 6.0

Current Account Balance (% of GDP) -5.0 -13.4 -15.8 -14.4 -9.8 -5.6
Net Foreign Direct Investment Inflow (% of GDP) 12.6 13.1 9.7 11.7 9.7 8.1

Fiscal Balance (% of GDP) -9.1 -3.0 0.8 -1.2 -0.5 0.3
Revenues (% of GDP) 27.6 32.0 34.8 33.7 33.8 34.8

Debt (% of GDP)a 79.0 64.5 63.8 60.8 58.5 56.0
Primary Balance (% of GDP) -6.7 -1.1 2.3 0.6 0.9 1.6

International poverty rate ($2.15 in 2017 PPP)b,c 0.8 0.8 0.8 0.8 0.8 0.8

Lower middle-income poverty rate ($3.65 in 2017 PPP)b,c 7.5 7.5 6.9 6.3 5.6 4.8

Upper middle-income poverty rate ($6.85 in 2017 PPP)b,c 37.7 37.7 36.6 35.2 33.5 31.6

GHG emissions growth (mtCO2e) -0.3 -1.1 3.1 2.1 3.9 4.2
Energy related GHG emissions (% of total) 36.6 37.7 37.2 37.6 38.3 39.1

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Debt excludes contingent liabilities and the BOM's liability under the PBOC swap line (11% of GDP) by 2022.
b/ Calculations based on EAPPOV harmonization, using 2016-HSES and 2018-HSES. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
c/ Projection using annualized elasticity (2016-2018) with pass-through = 1 based on GDP per capita in constant LCU.
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