
EL SALVADOR
Table 1 2022
Population, million 6.3

GDP, current US$ billion 31.6

GDP per capita, current US$ 4988.8

International poverty rate ($2.15)a 3.6

Lower middle-income poverty rate ($3.65)a 8.7

Upper middle-income poverty rate ($6.85)a 28.4

Gini indexa 39.0

School enrollment, primary (% gross)b 106.3

Life expectancy at birth, yearsb 71.1

Total GHG emissions (mtCO2e) 13.2

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ WDI for School enrollment (2014); Life expectancy
(2020).

GDP growth accelerated to 2.8 percent

in 2022 due to a high carry-over from

2021 and as remittances and private

consumption remained strong following

significant improvements in security.

While the fiscal situation has temporari-

ly improved in 2022 due to a govern-

ment debt buyback and revenue and ex-

penditure measures, it continues to be

fragile in a context of high inflation, a

weak external position, and with no ac-

cess to international financing.

Key conditions and
challenges

El Salvador is a small, dollarized economy,
with one of the highest remittance net in-
flows in the world (26.2 percent of GDP).
The country also had one of the highest
homicide rates in the world until large-
scale government efforts against gang ac-
tivity in 2022 succeeded in reducing vio-
lent crime. However, the judicial situation
of those incarcerated under the “State of
Exception” has still to be addressed.
Between 2013 and 2019, El Salvador grew
at an annual rate of 2.5 percent. Growth
was largely led by remittance-fueled con-
sumption and factor accumulation, and
while the quality of human capital im-
proved, productivity declined. Fostering
long-term growth will require structural
reforms in support of increased productiv-
ity, including sustaining ongoing invest-
ment to improve public services, particu-
larly education, and improving logistics.
However, the country is facing three short-
term challenges that are undermining the
efforts to increase its potential growth: (i)
fiscal imbalances, with no access to exter-
nal borrowing (ii) a large current account
deficit; and (iii) inflation.
El Salvador’s fiscal response to COVID-19
was successful in mitigating the impacts
of the pandemic, but at the cost of sig-
nificantly raising public debt. Recent re-
forms to the pension system will likely
create additional fiscal space in the short
run, but they are likely to deepen existing

structural imbalances in the pension sys-
tem and create contingent liabilities as the
government guarantees a minimum pen-
sion over time.
External imbalances and declining re-
serves can pose a challenge, especially as
remittance growth moderates. Banks are
profitable and have low non-performing
loans, but reserve requirements have been
reduced to finance the purchase of govern-
ment short-term debt (11 percent of bank
assets). Though a large part of the popula-
tion has virtual wallets, the use of bitcoin
as a legal tender seems limited.
The poverty rate, measured at 6.85 dollars
per person per day, is projected to be 28.4
percent, similar to the value in 2021.

Recent developments

GDP accelerated to 2.8 percent in 2022 on
the back of strong remittances, tourism,
construction, and the reduction in crime.
Inflation doubled from 3.5 percent in 2021
to 7.2 percent in 2022, driven mainly by an
increase in food prices (12.2 percent). Tem-
porary energy and fuel subsidies played
a major role in reducing the pass-through
of higher energy and fuel international
prices, but these are expected to be with-
drawn for 2023.
The fiscal deficit declined from $1.4 billion
in 2021 to $626 million in 2022 due to a com-
bination of revenue growth (10.9 percent)
and a decrease in expenditures (-0.5 per-
cent). Revenues benefited from a boost in in-
come tax (25 percent) generated by in-
creased tax compliance, while expenditures
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FIGURE 2 El Salvador / Actual and projected poverty rates
and real GDP per capita
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fell due to delays in capital spending (-12.7
percent) that will move to 2023. Despite a
lack of access to external borrowing and a
stressed fiscal position, El Salvador man-
aged to meet debt payments in January
2023, in part due to two buyback opera-
tions that reduced amortizations. Accord-
ingly, the EMBI risk premium has declined
by more than two thousand basis points
from the peak of 3400 in July 2022.
The current account deficit (CAD) is expect-
ed to widen from 5.1 percent of GDP in 2021
to nearly 8 percent of GDP in 2022. This re-
flects the deterioration of the country’s term
of trade -implying a higher nominal growth
of imports relative to exports, with price-ef-
fects dominating quantities-, and a growth
in remittances that returned to pre-pan-
demic growth rates. The deficit was partial-
ly financed by other investments (mainly
multilateral lending), as reserves declined
to around 2 months of imports.

Outlook

Growth is expected to moderate to 2.3
percent in 2023 on the back of private
consumption, public investment, and

tourism. In the medium term, GDP is fore-
cast to converge to 2.1 percent, above his-
torical averages, driven mainly by remit-
tance-fueled household consumption, sus-
tained crime reduction, and tourism. By
2023, both poverty and extreme poverty
are projected to have slight decreases with
respect to 2021 (less than 0.1 percentage
points). While poverty has reached already
a figure below the pre-pandemic one, ex-
treme poverty is still above. The percent-
age of vulnerable households (those with
a sizable probability of falling into poverty
in case of a negative income shock) has
hovered around 40 percent during the
same period. All in all, the combined mea-
sure of poor and vulnerable households is
around 70 percent.
The CAD is expected to improve over
time as trade balance shocks subside.
However, the persistence of a CA deficit,
partially financed with official lending
and a recovery in foreign investment, will
continue to weigh on the international re-
serves position in the absence of fiscal
consolidation. At 7.2 percent, inflation is
expected to have peaked in 2022 and then
begin to lessen as external pressures ease
due to global monetary tightening. The
overall fiscal deficit is expected to increase

in 2023 as additional revenue from the an-
ti-evasion plan is likely to moderate as a
share of GDP. At the same time, expendi-
ture pressures (propelled by wage increas-
es, public investment, minimum pensions,
and pre-election expenses) will likely re-
sult in higher expenditures.
The country’s fiscal position remains frag-
ile. The absence of a clear medium-term
fiscal framework adds to uncertainty and
financing costs and increases pressure on
the domestic banking sector to roll over in-
creasing internal debt. Fiscal retrenchment
is unavoidable, but it will be important to
do it proactively and in an orderly manner
to minimize adverse economic impacts.
Risks to growth and fiscal projections are
tilted to the downside. The geopolitical en-
vironment could deteriorate further, re-
ducing global growth, and weakening the
external accounts. A faster pace of mon-
etary tightening in the US could affect El
Salvador’s economy by weakening exports
and remittances, potentially worsening
current account dynamics and placing
more pressure on international reserves.
Finally, on the upside, security measures
could increase domestic demand more
than expected, and encourage the return of
part of the Salvadorian diaspora.

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

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -8.2 10.3 2.8 2.3 2.1 2.1

Private Consumption -10.8 15.4 3.1 1.0 1.5 1.5
Government Consumption 10.1 7.2 -2.0 3.0 1.0 1.0
Gross Fixed Capital Investment -6.9 24.5 3.0 6.0 3.5 3.2
Exports, Goods and Services -21.0 26.1 9.2 8.0 5.8 5.5
Imports, Goods and Services -10.6 26.6 5.5 5.2 3.7 3.4

Real GDP growth, at constant factor prices -8.2 9.7 2.8 2.3 2.1 2.1
Agriculture -2.8 2.1 0.3 0.1 0.0 0.1
Industry -10.1 9.5 2.5 2.1 2.0 2.0
Services -7.9 10.5 3.1 2.6 2.3 2.3

Inflation (Consumer Price Index) -0.4 3.5 7.2 4.4 2.4 1.3

Current Account Balance (% of GDP) 0.8 -5.1 -7.7 -5.0 -4.6 -4.6
Net Foreign Direct Investment Inflow (% of GDP) 1.1 1.1 0.6 1.7 1.8 1.9

Fiscal Balance (% of GDP)a -9.3 -5.0 -2.7 -4.2 -5.4 -5.6
Revenues (% of GDP) 23.0 24.4 24.9 24.6 24.3 24.3

Debt (% of GDP)b 92.1 84.8 80.2 79.3 81.3 84.2

Primary Balance (% of GDP)a -4.8 -0.4 2.0 0.9 0.1 0.6

International poverty rate ($2.15 in 2017 PPP)c,d 5.7 3.6 3.6 3.6 3.6 3.6

Lower middle-income poverty rate ($3.65 in 2017 PPP)c,d 11.7 8.7 8.7 8.7 8.6 8.7

Upper middle-income poverty rate ($6.85 in 2017 PPP)c,d 32.7 28.4 28.4 28.3 28.0 27.9

GHG emissions growth (mtCO2e) -6.9 1.9 0.1 1.1 0.5 0.2
Energy related GHG emissions (% of total) 53.3 52.9 51.9 51.7 51.1 50.5

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Fiscal and Primary Balance correspond to the non-financial public sector.
b/ Debt is total public debt.
c/ Calculations based on SEDLAC harmonization, using 2021-EHPM. Actual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.
d/ Projections using microsimulation methodology.
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