
NICARAGUA
Table 1 2022
Population, million 6.9

GDP, current US$ billion 15.4

GDP per capita, current US$ 2220.7

International poverty rate ($2.15)a 3.9

Lower middle-income poverty rate ($3.65)a 14.4

Upper middle-income poverty rate ($6.85)a 42.1

Gini indexa 46.2

School enrollment, primary (% gross)b 112.1

Life expectancy at birth, yearsb 71.8

Total GHG emissions (mtCO2e) 39.7

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2014), 2017 PPPs.
b/ Most recent WDI value (2020).

Nicaragua’s economy expanded in 2022

supported by remittance-fueled private

consumption, external demand, and

higher prices of gold and agricultural

exports. While partially offset by strong

remittances, pandemic-associated nega-

tive welfare impacts lingered in 2022 as

employment and wages remained below

the pre-crisis levels. GDP growth is pro-

jected to moderate in the medium term

amid fiscal tightening and deceleration

in external demand and private invest-

ment, restraining poverty reduction ef-

forts over the medium term.

Key conditions and
challenges

Nicaragua’s economic expansion prior 2018
was underpinned by market-oriented re-
forms, sound macroeconomic management
(anchored in a crawling peg exchange rate
regime and prudent fiscal policy), and a
growing labor supply. Annual real GDP
growth averaged 3.9 percent from
2000-2017, led by remittance-fueled con-
sumption and foreign direct investment
(FDI). Poverty (US$3.65/day) fell from 29
to 12 percent between 2005 and 2017, dri-
ven by growth in rural areas. A small, open
economy that depends on agriculture and
light manufacturing, Nicaragua has not
been able to further boost per capita in-
comes and growth as low human capital,
large infrastructure gaps and the institu-
tional, business, and social challenges un-
dermine its long-term growth. Coupled
with high vulnerability to external shocks
and natural hazards, this makes Nicaragua
one of the poorest countries in the region,
despite opportunities.
The sociopolitical crisis of 2018, two major
hurricanes in 2020, and the COVID-19 pan-
demic led to a protracted contraction dur-
ing 2018-2020. Cumulative GDP losses
from these shocks amounted to 8.7 per-
cent, while poverty ratcheted up to 16 per-
cent by end-2020.
Large-scale public investment (supported
by government deposits), external finan-
cial assistance, and strong export de-
mand helped Nicaragua recover from the

impacts of these multiple shocks. Real
GDP rebounded by 10.3 percent in 2021,
surpassing pre-2018 levels. Public debt
increased steeply from 48.2 percent in
2019 to 65.8 percent in 2021. However,
welfare impacts from the pandemic lin-
gered as around 10 percent of formal
employees in 2019 transitioned to an in-
formal sector by end-2021. Lower em-
ployment and wages reduced family in-
comes of 28 percent of households.

Recent developments

Despite global headwinds and impacts
from hurricane Julia (2.5 percent of GDP),
annual real GDP is estimated to have ex-
panded 4 percent in 2022, driven by strong
remittance-fueled private consumption
and net exports. On the supply side, the
expansion was broad-based, driven by ser-
vices. Remittances expanded sharply (57.7
percent y-o-y) in 2022, reaching around
21.8 percent of GDP due to a spike in emi-
gration. Further, credit growth was robust
in 2022 as deposits surpassed the pre-crisis
level (in Cordobas). As a result, and de-
spite weak employment growth and high
inflation, poverty (US$3.65/day PPP) is es-
timated to have declined to 13.3 percent in
2022 from 14.2 percent in 2021.
Average annual inflation accelerated to
10.5 percent in 2022 – the highest in
the Central American region and more
than double the average inflation over
the past decade. Inflation was driven by
strong domestic consumption and high-
er import prices amid pandemic-related

FIGURE 1 Nicaragua / Real GDP growth, fiscal balance,
current account balance (CAB), and public debt
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FIGURE 2 Nicaragua / Actual and projected poverty rates
and real GDP per capita
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supply-chaindisruptionsandRussia’s inva-
sion of Ukraine. In response to inflationary
pressures,theCentralBankgraduallyraised
its reference repurchase agreement (repo)
ratefrom3.5to7percentthroughout2022.
Given the high debt, projected onerous re-
payment burden in 2023-27, as well as lim-
ited access to concessional financing, the
government has been tightening fiscal ac-
counts through the deceleration of public
consumption and gradual unwinding of
pandemic and reconstruction projects. An
estimated fiscal surplus of 0.6 percent of
GDP is expected in 2022 despite expanded
energy, fuel, and agricultural subsidies
(about 1.2 percent of GDP). Higher rev-
enues, particularly from income tax and
VAT on imports, and multilateral loans
(mainly from BCIE) financed spending.
The external position remained strong.
The current account deficit is expected to
narrow to 0.3 percent of GDP in 2022 as
a rising imports bill was offset by strong
merchandise exports, a gradual resump-
tion in tourism, and strong remittances.
FDI remained robust at 6.9 percent of
GDP in the third quarter of 2022, in part
destined for mining and energy projects,

while international reserves reached US$
4.5 billion in December 2022, comfortably
covering 3.6 times the monetary base and
7 months of non-maquila imports.

Outlook

Growth is projected to slow to 3 percent
in 2023 amid fiscal consolidation, slowing
external demand, and elevated inflation.
Over the medium-term, real GDP growth
is projected to rise modestly, driven by re-
mittance-fueled consumption. Growth
could be supported by trade and invest-
ment in the context of cooperation on Chi-
na’s Belt and Road Initiative and a free-
trade agreement with China. Inflation is
projected to fall gradually in the medium
term in line with fiscal and monetary tight-
ening and decelerating commodity prices.
Remittances growth deceleration amid
slower growth in remittance-sending
countries and fiscal consolidation could re-
strain further reduction in poverty ($3.65/
day 2017 PPP), which is expected to re-
main around 13.4 percent in 2023-24.

The current account deficit is projected to
widen slightly as the country’s terms of
trade weaken and imports grow in line
with the domestic demand, supported by
remittances. While FDI inflows could slow
amid the country’s complex political situ-
ation, they are expected to continue to fi-
nance the current account deficit.
Despite an anticipated fiscal consolidation,
the fiscal deficit is expected to remain
around 2.1 percent of GDP in 2023 amid
government subsidies, narrowing there-
after. Fiscal consolidation will be support-
ed by domestic revenue mobilization mea-
sures (streamlining VAT exemptions and
strengthening tax compliance), reduction
in current expenditures, and improving
the targeting of subsidies. Financing needs
will be met through domestic borrowing
and semi-concessional external borrowing,
which will increase the cost of debt. The
debt burden is expected to decline to 56.1
percent of GDP by 2025.
Risks to the forecast include: (i) deteriora-
tion of the political context; ii) deteriora-
tion in the terms of trade; iii) faster than ex-
pected slowdown in advanced economies,
and (iv) natural hazards.

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

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -1.8 10.3 4.0 3.0 3.4 3.5

Private Consumption -0.6 8.1 3.8 3.3 3.4 3.5
Government Consumption 1.8 4.4 2.3 1.0 1.1 1.1
Gross Fixed Capital Investment 10.4 33.9 5.0 3.8 4.1 4.7
Exports, Goods and Services -8.9 18.0 3.8 2.0 2.9 3.3
Imports, Goods and Services 0.4 18.5 3.7 2.6 3.0 3.1

Real GDP growth, at constant factor prices -1.8 10.3 4.0 3.0 3.4 3.5
Agriculture 0.1 6.9 2.1 2.0 2.3 2.4
Industry -1.4 17.7 2.9 2.7 2.8 2.9
Services -2.5 8.4 5.1 3.4 3.9 4.2

Inflation (Consumer Price Index) 3.7 4.9 10.5 7.2 5.1 4.7

Current Account Balance (% of GDP) 3.9 -2.9 -0.3 -1.5 -2.0 -1.8
Net Foreign Direct Investment Inflow (% of GDP) 5.6 8.6 7.9 7.0 6.5 6.6

Fiscal Balance (% of GDP)a -2.6 -1.5 0.6 -2.1 -1.7 -1.6
Revenues (% of GDP) 29.8 31.7 30.6 30.2 30.8 31.0

Debt (% of GDP)b 64.9 65.8 62.0 60.6 59.4 56.1

Primary Balance (% of GDP)a -1.3 -0.3 1.8 -0.9 -0.6 -0.6

International poverty rate ($2.15 in 2017 PPP)c,d 6.7 6.4 6.0 6.0 5.9 6.0

Lower middle-income poverty rate ($3.65 in 2017 PPP)c,d 15.0 14.2 13.3 13.4 13.4 13.0

Upper middle-income poverty rate ($6.85 in 2017 PPP)c,d 40.9 38.6 35.9 36.3 36.1 36.1

GHG emissions growth (mtCO2e) 0.2 1.8 1.3 1.4 1.5 1.6
Energy related GHG emissions (% of total) 13.1 13.4 13.1 12.9 12.8 12.8

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Fiscal and Primary Balance correspond to the non-financial public sector.
b/ Debt is total public debt.
c/ Calculations based on SEDLAC harmonization, using 2014-EMNV. Actual data: 2014. Nowcast: 2015-2022. Forecasts are from 2023 to 2025.
d/ Projections using microsimulation methodology.
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