
PARAGUAY
Table 1 2022
Population, million 6.7

GDP, current US$ billion 40.7

GDP per capita, current US$ 6038.1

International poverty rate ($2.15)a 0.7

Lower middle-income poverty rate ($3.65)a 4.1

Upper middle-income poverty rate ($6.85)a 20.8

Gini indexa 42.9

School enrollment, primary (% gross)b 89.7

Life expectancy at birth, yearsb 73.2

Total GHG emissions (mtCO2e) 97.5

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ WDI for School enrollment (2015); Life expectancy
(2020).

A severe drought depressed growth in

2022. This, combined with high inflation,

is estimated to have increased extreme

poverty. As weather conditions normal-

ize, the economy is expected to rebound

by 4.8 percent in 2023. The magnitude of

the recovery is smaller than previously

expected given muted fixed investment

growth. Improving management of nat-

ural assets, tackling institutional weak-

nesses, and closing the infrastructure gap

can help Paraguay achieve faster, more

sustainable growth.

Key conditions and
challenges

The last four years have been exceptional-
ly challenging for the Paraguayan econo-
my. In 2020, the COVID-19 pandemic hit
just as Paraguay was emerging from a
drought-induced recession. The economy
rebounded strongly in 2021 but a severe
drought dampened growth again in 2022.
Average annual growth thus slowed from
4.4 percent over 2003-2018 to 0.7 percent
over 2019-2022. Given this context, the
poverty rate, as measured by the interna-
tional poverty line of US$6.85 per person
per day, 2017 PPP, has stagnated at 19
percent in 2022.
High dependence on natural resources
makes Paraguay’s economy particularly
vulnerable to weather-related shocks and
climate change. While structural transfor-
mation has occurred, agriculture, live-
stock, agroindustry, electricity, and water
still account for a third of output and
three-quarters of all direct exports. This re-
source-intense growth model, coupled
with weak enforcement of forest protec-
tion laws, have led to high rates of defor-
estation, exacerbating the impact of cli-
mate shocks. These tend to hit poor com-
munities the hardest and have become an-
other cause of rising inequality.
Sustaining faster, more resilient, and inclu-
sive growth requires a more strategic ap-
proach to economic diversification. While
Paraguay has successfully lured large pri-
vate investments in resource-rich sectors,

attracting more private capital toward
non-agricultural manufacturing and ser-
vices sectors could create more climate-re-
silient jobs and reduce pressure on natural
assets. To do so, the government needs to
invest more in human capital and public
infrastructure while maintaining macro-
economic stability. Planned reforms to
make public spending more efficient are
important, but Paraguay also needs to
raise additional domestic revenue to fi-
nance its large investment needs.
Progress on such reforms could accelerate
once the new administration takes office
in August 2023.

Recent developments

Real GDP contracted by 0.6 percent year-
on-year (y-o-y) in the first nine months of
2022 as the drought-induced a slump in
agricultural activity. The economy began
to rebound in Q3 as weather conditions
normalized, but momentum waned. In De-
cember, the economic activity indicator
contracted by 4.5 percent on a quarter-on-
quarter, seasonally adjusted, and annual-
ized basis, or by 15.4 percent excluding
agriculture and hydropower. The business
conditions indicator contracted by 3.8 per-
cent y-o-y. Nonetheless, unemployment
fell to 5.7 percent y-o-y in Q4 2022 from
6.8 percent a year prior, the lowest level
since Q4 2019, although it remains a chal-
lenge for women in rural areas, who are
twice as likely to be unemployed or under-
employed compared to men. Informal em-
ployment remains high at 63.4 percent.

FIGURE 1 Paraguay / Fiscal and primary balance
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Sources: Ministry of Finance of Paraguay and World Bank staff calculations.

FIGURE 2 Paraguay / Actual and projected poverty rates
and real GDP per capita
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The merchandise trade deficit widened to
US$1.3 billion or 3.2 percent of GDP at
end-2022 from a surplus of 2.5 percent of
GDP at end-2021. This was primarily dri-
ven by 16.1 percent y-o-y nominal growth
in total imports, driven by higher fuel
prices. A bumper corn harvest and favor-
able agriculture prices ameliorated the im-
pact of the smaller soybean harvest, but to-
tal exports still declined 1.6 percent y-o-
y. The exchange rate vis-à-vis the US dol-
lar depreciated by 6.2 percent in nominal
terms in 2022. Reserves stood at US$9.3 bil-
lion in mid-February 2023, equivalent to 8
months of goods and services imports.
Inflation continued to ease from its peak of
11.8 percent y-o-y in April 2022 to 6.9 per-
cent in February 2023 as global food and
fuel prices moderated. However, inflation
remained well above the target range of
2-6 percent, reflecting still-high fuel prices
relative to before the war in Ukraine. Core
inflation also remained high at 7.2 percent
y-o-y. The Central Bank maintained the
policy rate at 8.5 percent for the fifth con-
secutive month in February.
The fiscal deficit is estimated to have met the
government target of 3 percent of GDP in
2022. Despite reductions in fuel excise and
value-added taxes for certain groups, total
revenues grew 0.9 percent y-o-y in real

terms. This was mainly driven by personal
and corporate income taxes, reflecting ro-
bust profits in 2022 and the effects of the
2019 tax reform. Real expenditures fell by
3.5 percent y-o-y, driven by lower material
expenses. Public debt is estimated to have
increased to 36.9 percent of GDP from 34.1
percent in 2021.
At 19 percent, poverty returned to pre-pan-
demic levels but the drought, high infla-
tion, and lower pandemic-related transfers
led extreme poverty to increase to 5.0 per-
cent in 2022 from 4.1 percent in 2021. In-
equality is estimated to have also increased
to 44.7 Gini points.

Outlook

Real GDP is forecast to grow by 4.8 percent
y-o-y in 2023. The soybean harvest is ex-
pected to normalize, boosting exports and
private consumption. Fixed investment
growth, however, is forecast to be more
muted than previously expected, reflecting
considerable monetary and fiscal tighten-
ing, and slower progress on large private
investments such as a pulp mill and a bio-
fuels plant. These projects are nonetheless
expected to advance significantly in

2024-2025 as they near their targeted op-
erational dates, keeping medium-term
growth robust. Poverty is expected to re-
main at 19 percent in 2023-2024, falling to
17.5 percent in 2025.
The current account is expected to return to
a small surplus in 2023 as growth in exports
outpaces that of imports. This is expected to
revert to a small deficit in 2024-2025 as im-
ports of machinery and capital goods in-
crease, in line with progress on the above-
mentioned investments.
Average inflation is projected at 5.3 percent
in 2023 and is expected to decline toward
the midpoint of the target range in
2024-2025, assuming continued easing in
global fuel and food prices.
Fiscal consolidation is expected to contin-
ue toward the legal target of 1.5 percent
of GDP in 2024. The government intends
to meet the target primarily by revert-
ing public investment as a share of GDP
back towards historical levels of 2 per-
cent, as well as by containing the growth
of personnel and material expenditure.
The debt ratio is expected to fall and sta-
bilize at around 35-36 percent.
A faster-than-expected pace of US mone-
tary tightening, lingering inflation, and a
weaker global economy are the key risks to
the medium-term outlook.

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

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -0.8 4.0 -0.3 4.8 4.3 4.3

Private Consumption -3.6 6.1 2.2 3.0 3.8 3.8
Government Consumption 5.1 2.6 -3.7 2.6 -3.1 2.1
Gross Fixed Capital Investment 5.3 18.2 -0.1 0.7 6.8 7.0
Exports, Goods and Services -9.0 2.1 -4.5 8.8 6.5 6.5
Imports, Goods and Services -15.2 21.8 5.2 1.0 4.0 6.0

Real GDP growth, at constant factor prices -0.5 3.6 -0.1 4.8 4.3 4.3
Agriculture 7.4 -11.6 -13.0 20.0 6.0 6.0
Industry 0.7 5.0 1.0 2.2 3.0 3.0
Services -3.1 6.5 1.8 3.9 4.7 4.8

Inflation (Consumer Price Index) 1.8 4.8 9.8 5.3 4.0 4.0

Current Account Balance (% of GDP) 2.7 0.7 -6.1 0.1 -0.3 -0.7
Net Foreign Direct Investment Inflow (% of GDP) 0.3 0.3 0.8 1.0 1.3 1.3

Fiscal Balance (% of GDP) -6.1 -3.6 -3.0 -2.5 -1.5 -1.5
Revenues (% of GDP) 13.5 13.7 14.5 14.3 14.4 14.4
Debt (% of GDP) 34.5 34.1 36.9 36.4 35.9 35.1
Primary Balance (% of GDP) -5.1 -2.5 -1.8 -1.1 -0.1 -0.1

International poverty rate ($2.15 in 2017 PPP)a,b 0.8 0.7 1.2 1.4 1.5 1.2

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 5.2 4.1 5.0 5.4 5.4 4.7

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 22.3 20.8 19.0 19.1 19.0 17.5

GHG emissions growth (mtCO2e) 0.7 1.1 -0.8 0.8 1.8 1.8
Energy related GHG emissions (% of total) 8.5 9.5 9.7 9.7 10.0 10.4

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 SEDLAC harmonization, using 2021-EPH. Actual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.
b/ Projections using microsimulation methodology.
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