TURKMENISTAN

As per official data, Turkmenistan’s economy grew by 6.3 per-
cent in first half (H1) of 2026, supported by investment and
growth in services, construction, industry, and agriculture.
Economic activity will be supported by strong hydrocarbon
exports—driven by growing energy import demand in neigh-
boring Central Asian economies—as well as public investment
and expanding regional trade. Inflation is projected to in-
crease, reflecting higher import costs and domestic demand.

Key conditions and challenges

Turkmenistan’s economic growth remains heavily dependent on
hydrocarbon production and exports, particularly natural gas, with
export concentration in a single market (China), limited diversifica-
tion, a narrow trade base, and a small private sector. Despite pub-
lic investment and energy exports supporting growth, these struc-
tural bottlenecks constrain productivity, better job creation, and in-
come growth outside state-led sectors. Turkmenistan is adequately
prioritizing economic diversification. In the medium term, expand-
ing into downstream petrochemicals, logistics, renewable energy,
and tradable services would lower vulnerability to commodity price
swings and encourage more job-intensive growth.

Another main challenge is the transition from state-led to inclusive,
private sector-led growth. Achieving such transition while improving
competitiveness requires a shift toward a market-based strategy, in-
cluding reforms to liberalize administered prices and strengthen
monetary policy and exchange rate frameworks. In particular, ad-
dressing exchange rate distortions by moving to a single, market-
based exchange rate would help reduce the overvaluation of the
manat relative to other currencies and improve resource allocation.
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Poverty

Reducing the dominance of state-owned enterprises and the state
footprint remains critical to support private sector development.

While Turkmenistan has made progress in strengthening fiscal dis-
cipline, it could accelerate medium-term budgeting, implement a
single treasury account, and broaden fiscal reporting to improve
fiscal transparency and management. The Central Bank of Turk-
menistan should focus on price and financial stability rather than
engaging in commercial lending for development purposes.

Recent developments

According to official data, real GDP grew by 6.3 percent in H1
2026, supported by investment on the demand side and con-
tinued expansion in services (8.8 percent), construction (6.7 per-
cent), industry (2.6 percent), and agriculture (4.1 percent) on the
supply side. Natural gas production increased by 0.4 percent yoy in
H1 2026 (in mil. cubic meters). Investment increased by 4.7 percent
(in nominal terms), reaching 16.7 percent of GDP, and remained
concentrated in publicly financed infrastructure, manufacturing,
housing, and social infrastructure projects (e.g. schools, hospitals,
kindergartens), and the construction of the smart city of Arkadag.

FIGURE 1/ Real GDP growth and sectoral contributions to real
GDP growth
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FIGURE 2 / Selected health and education indicators
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Real growth in services was driven by wholesale and retail trade
(8.5 percent) and transport and communications (10.4 percent),
supported by expanding regional trade, including the implementa-
tion of the new free trade regime with Uzbekistan. Infrastructure
development continued with the completion of the 600-kilometer
Ashgabat-Turkmenabat highway in April 2026, substantially reduc-
ing travel time to the Lebap region.

Official consumer price inflation was 2.7 percent in 2025 (lower
than 4.6 percent a year earlier), with limited exchange rate pass-
through as both the official and parallel exchange rates remained
broadly stable.

On the fiscal front, strong revenues and restrained expenditure
generated a 4.5 percent of GDP budget surplus in H1 2026, while
public debt remained low at 3 percent of GDP by end-2025, provid-
ing substantial fiscal buffers.

The current account surplus narrowed to 1.7 percent of GDP in
2025, reflecting higher imports of machinery, equipment, and food
products. In H1 2026, exports increased by 3.2 percent (in USD
terms), supported by fertilizers, polypropylene, cotton-fiber, tex-
tiles, base oils, and gasoline. Imports increased by 16.8 percent in
H1 2026, mainly machinery, equipment, vehicles, base metals, ani-
mal produce, and foodstuffs. The trade surplus reduced to 2.3 per-
cent of GDP in H1 2026 from 4 percent of GDP a year earlier.

Credit to the economy expanded by 7.4 percent in nominal terms
in H1 2026, with lending to the private sector increasing by 23.4
percent, consumer credit by 24.5 percent, and mortgage lending by
17.6 percent. The Law on Virtual Assets entered into force on Janu-
ary 1, 2026, establishing a legal framework for cryptocurrency min-
ing and exchange activities.

Outlook

Turkmenistan's development strategy is guided by the Presidential
Program of Socio-Economic Development (2022-2052) and medi-
um-term development strategy (2022-2028). Policy remains cen-
tered on public investment and hydrocarbon expansion while grad-
ually promoting diversification, regional integration, and private
sector development.

Growth is expected to remain strong in 2026, supported by the
Galkynysh gas field expansion (Phase IV launched in April 2026
with the China National Petroleum Corporation), progress on
the Turkmenistan-Afghanistan-Pakistan-India pipeline, expand-
ing gas-to-gasoline production, and gas swaps. Modernization
of the Turkmenbashi Refinery will boost higher-value output
(e.g. Euro-standard gasoline, aviation fuel). Authorities also pri-
oritize textiles, manufacturing, and regional trade logistics. Pub-
lic investment will continue driving construction and services.

Inflation is expected to rise gradually by end-2026, driven by higher
import prices and stronger domestic demand. The fiscal balance is
projected to maintain a small surplus, supported by hydrocarbon
revenues. The current account surplus will narrow further in 2026
as capital imports outpace strong export revenues.

The outlook faces downside risks, including delays in major hydro-
carbon projects, weaker external demand, slow exchange rate and
structural reforms, and limited data transparency. On the upside,
sustained high global energy prices could boost export revenues
beyond expectations. El Nifio climate shifts pose risks of higher
food prices, and localized drought or flooding in Turkmenistan
threatening agricultural yields and livelihoods.

Recent hig‘[ory 2020 2021 2022 2023 2024 2025
Real GDP growth, at constant market prices 5.9 6.2 6.2 6.3 6.3 6.3
Real GDP growth, at constant factor prices 5.9 6.2 6.2 6.3 6.3 6.3
Agriculture 5.7 4.0 7.2 5.1 5.3 7.0
Industry 2.7 7.8 5.9 5.6 3.2 2.9
Services 10.8 4.3 6.5 7.6 11.0 10.7
Inflation (consumer price index) -0.1 4.6 3.0 1.4 4.6 2.7
Current account balance (% of GDP)* -0.5 4.8 3.0 1.9 4.7 1.7
Fiscal balance (% of GDP) 0.1 0.6 3.4 1.2 0.8 0.5
Debt (% of GDP) 14.9 12.7 7.9 6.0 4.1 3.0

Source: Official data. Not aligned with IMF GDDS standards.
Notes: Data in annual percent change unless indicated otherwise.
1/ IMF Staff calculations.
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