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Key conditions and 
challenges 
 
Cambodia’s growth model—characterized 
by a narrow export base with a high de-
gree of concentration of products and 
markets—exhibited weaknesses years 
before the pandemic hit. While the coun-
try has a well-established, labor-intensive 
and export-oriented garment industry, the 
manufacturing sector has remained large-
ly engaged in the “cut-make-trim” pro-
cess, the lowest value-added section of the 
entire value chain, for decades. The vul-
nerabilities, however, were masked by a 
surge in capital inflows in the pre-COVID-
19 period. With the collapse of the tourism 
sector and stalled construction boom, the 
pandemic has exposed Cambodia’s struc-
tural weaknesses. The country’s external 
competitiveness has gradually eroded, 
partly caused by rapidly rising wages—
made worse by a dollarized economy—
and exacerbated by challenges in doing 
business and investment climate reforms.  
Along with domestic weaknesses, an un-
certain global outlook remains a key chal-
lenge to Cambodia’s recovery. Delays in 
global vaccine distribution could lead to 
persistence of the pandemic, while recur-
rence of community outbreaks will trigger 
more lockdowns. In this regard, risks in-
clude decline in tourist arrivals, slow-
down in foreign investments and re-
mittances, and a public health crisis. Cam-
bodia’s merchandise exports will likely be 
further impacted by partial withdrawal of 

the “Everything But Arms” (EBA) ar-
rangement and temporary expiration of 
the Generalized System of Preferences 
(GSP), despite emergence of new non-
garment manufacturing and agricultural 
commodity exports. High credit growth in 
the banking sector remains a key risk to 
Cambodia’s financial stability. More than 
half of households continued to experi-
ence income losses in December 2020 due 
to the COVID-19 pandemic though there 
are signs of recovery. In addition, the pro-
portion of households negatively affected 
by the COVID-19 outbreak are much high-
er than those currently supported by the 
government's assistance program.  
 
 

Recent developments 
 
Efforts to contain the impacts of the pan-
demic continue with emergence of new 
local outbreak. The COVID-19 vaccination 
program has also begun. The economy is 
now adjusting to cope with impacts of the 
pandemic. The value of approved FDI 
projects in real sector has been gradually 
recovering, growing at 3.3 percent y/y in 
2020. While key manufacturing exports, 
which include garment, footwear and trav-
el goods, contracted by 8.1 percent y/y in 
December 2020 (figure 1), non-garment 
manufacturing exports have expanded. In 
the meantime, shipping container shortage 
has caused shipping costs to rise. Exports 
of bicycles grew by 27.4 percent in 2020, 
compared to 5.8 percent growth in 2019. 
Combined vehicle, electrical, and electron-
ic parts exports surged, increasing by 37.4 

CAMBODIA 

Cambodia’s economy is expected to 

start recovering this year, growing at 4 

percent after being hit hard in 2020 by 

COVID-19-induced global demand 

shocks. Despite government’s unprece-

dented assistance program, poverty is 

likely to have increased. While newly 

signed free trade agreements including 

the Cambodia-China Free Trade Agree-

ment and RCEP have potential to 

attract investment and expand trade, 

realizing the potential requires urgent 

efforts to boost external competitiveness 

and diversify the economy.  

FIGURE 1  Cambodia / Real GDP levels: Actual vs pre-covid 

trend  

FIGURE 2  Cambodia / Garment, footwear and travel good 

exports 

Sources: World Bank; Macro Poverty Outlook. Source: Cambodian authorities. 
Note: Travel goods and denotes travel goods and other textile products. 

Table 1 2020

Population, million 1 6.7

GDP, current US$ billion 25.4

GDP per capita, current US$ 1 51 9.0

School enro llment, primary (% gross)
a 1 06.5

Life expectancy at birth, years
a 69.6

(a) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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percent in 2020. The external sector re-
mained sustainable as the current account 
deficit is fully financed by FDI inflows 
(and gross foreign reserves have increased 
to US$21.5 billion in 2020 or more than 10 
months of prospective imports). Inflation 
continued to be contained, reaching 2.9 
percent at the end of 2020, partly under-
pinned by a broadly stable exchange rate 
of riel 4,042 per U.S. dollar at the end of 
2020, down from 4,075 in 2019.  
Monetary conditions remained accommo-
dative. Broad money grew at 15.0 percent 
(y/y) in November 2020, down from 18.2 
percent in 2019. Thanks to unprecedented 
government intervention, estimated at 4 
percent of GDP in 2020, the overall fiscal 
deficit is expected to have widened to 6.5 
percent of GDP in 2020 from a surplus of 
1.5 percent in 2019.  
Household demand for the new cash 
transfer scheme to support poor and vul-
nerable households increased as suggest-
ed by the number of households bene-
fitting from program. As of January 2021, 
more than 710,000 households, or 19.5 
percent of all households, have received 
the cash transfer. Employment activity is 
showing signs of recovery. According to 
the survey of households, the percentage 
of respondents who were employed in 

December 2020, returned to the level rec-
orded in May and August 2020, but re-
mained below its pre-pandemic level. 
 
 

Outlook 
 
The economy is projected to recover and 
grow modestly, expanding at 4 percent in 
2021, after contracting by 3.1 percent in 
2020 (table 2). The authorities are taking 
steps to attract further investment and pro-
mote trade by planning to introduce a new 
investment law in the second half of 2021, 
boosted by the recently signed Cambodia-
China FTA and RCEP. Under Cambodia’s 
economic recovery plan, efforts are under-
way to boost competitiveness through in-
vestment climate reforms and leveraging of 
digital technologies. Efforts have also been 
made to support small and medium-sized 
enterprises through the newly established 
SME Bank of Cambodia, and to support 
innovative businesses through the Entre-
preneurship Development Fund. The au-
thorities continue to pursue countercyclical 
fiscal policy including expanding the social 
protection program, while boosting public 
investment financed in large part by gov-
ernment savings.   

Bank credit financing to the construction, 
real estate and mortgage sector shows 
sign of pick up. While the recovery of con-
struction and real estate activity is a good 
sign, it is imperative to continue to closely 
monitor vulnerabilities arising from the 
prolonged increase of credit provided to 
the sector.  
Cambodia’s fiscal position is expected to 
remain stable due to relatively large gov-
ernment savings. But further extension of 
the social assistance scheme beyond the 
currently planned timeframe would put 
significant pressure on the budget. Yet 
adverse impacts on the welfare of the pop-
ulation, especially the poor and vulnera-
ble, would likely worsen once government 
intervention ceases.  
Prior to the pandemic, Cambodia was a 
world leader in economic growth. But in 
the post-pandemic world, our baseline 
projection shows that the economy will 
likely follow a new trajectory (a new nor-
mal), expanding only moderately at 
around 4-5 percent per year in the medi-
um-term (figure 2). This growth slow-
down is largely due to a slower-than-
expected recovery of exports of goods and 
services—particularly tourism—and mod-
est expansion of the agriculture sector.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 7.5 7.1 -3.1 4.0 5.2 5.2

Private Consumption 3.0 7.0 -0.8 2.6 4.5 4.5

Government Consumption 5.1 10.0 1.3 7.9 9.3 11.6

Gross Fixed Capital Investment 6.1 6.9 13.5 0.9 6.6 6.0

Exports, Goods and Services 5.3 7.8 1.1 2.7 5.4 5.5

Imports, Goods and Services 4.1 6.0 7.3 1.3 5.3 5.4

Real GDP growth, at constant factor prices 7.4 6.8 -3.1 4.0 5.2 5.2

Agriculture 1.1 -0.5 0.4 1.1 1.0 1.0

Industry 11.6 11.3 -1.4 6.7 7.4 7.9

Services 6.8 6.2 -6.2 2.6 4.8 4.2

Inflation (Consumer Price Index) 3.1 3.2 2.9 3.0 3.0 3.0

Current Account Balance (% of GDP) -8.9 -9.7 -9.9 -9.8 -10.2 -9.8

Net Foreign Direct Investment (% of GDP) 12.6 13.2 12.5 10.6 10.0 10.5

Fiscal Balance (% of GDP) 0.4 1.5 -6.5 -9.3 -6.8 -5.3

Debt (% of GDP) 28.3 28.1 30.2 32.2 34.7 36.9

Primary Balance (% of GDP) 0.8 1.9 -5.9 -8.8 -6.3 -4.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
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2020

Population, million

Kiribati 0.1 2

Nauru 0.01

Tuvalu 0.01

GDP, US$, billion

Kiribati 0.1 9

Nauru 0.1 2

Tuvalu 0.05

GDP per capita, current US$

Kiribati 1 678

Nauru 951 6

Tuvalu 41 04

Sources: WDI, World Bank staff  est imates.

Table 1

Key conditions and 
challenges 

 
Kiribati has been spared from severe eco-
nomic impacts due to the pandemic, and 
the key economic challenge currently is to 
improve the sustainability and effective-
ness of public spending. Kiribati has expe-
rienced a fourfold increase in public reve-
nues from the fishing sector in the past 
decade, and now receives fishing license 
revenues worth 66 percent of GDP on av-
erage per year. These new revenues pre-
sent an unprecedented opportunity to ad-
dress the country’s severe infrastructure 
deficit, reduce poverty and promote cli-
mate resilience. However, Kiribati’s small 
public service faces significant capacity 
challenges in effectively delivering high-
quality spending on this expanded scale. 
Moreover, after successive years of spend-
ing increases, aggregate spending levels 
have now caught up to and surpassed Kir-
ibati’s expanded revenue envelope, seri-
ously threatening fiscal sustainability.  
Nauru is also undergoing a significant eco-
nomic transition. Public revenues and 
growth have been highly dependent on 
activity associated with Australia’s Region-
al Processing Centre (RPC) for asylum-
seekers, phosphate mining and fishing. 
However, the country’s phosphate re-
sources have now been fully exploited, and 
the RPC is also expected to wind down in 
2021. Nauru now faces the challenge of 
adjusting to reduced budget revenues and 
finding new sources of growth over the 

medium term. In the short term, the im-
pacts of COVID-19 have been relatively 
limited, thanks to the swift imposition of 
border controls and the economy’s limited 
exposure to global economic conditions. 
Tuvalu is one of world’s smallest, remote 
and most climate challenged countries. It 
has near total dependence on imports for 
food and fuel and vulnerability to climate 
change present significant challenges to 
macroeconomic performance. Fishing 
licenses account for around 40 percent of 
Government revenue. Support from inter-
national partners and the Tuvalu’s sover-
eign wealth funds are important cushions 
for meeting shortfalls in the Government’s 
budget. The Government Financial Re-
serves (GFR), including the Consolidated 
Investment Fund, Tuvalu Development 
Fund and Survival Fund, is valued at 105 
percent of GDP. The Tuvalu Trust Fund, 
an international donor trust fund estab-
lished in 1987, represents 260 percent of 
GDP. An estimated 26 percent of the pop-
ulation lives below the national poverty 
line. The narrow economic base, the finan-
cial impact of climate change events and 
cost of climate-related adaptation projects 
pose significant macro-economic challeng-
es. Tuvalu also confronts escalating fiscal 
costs of meeting the health care needs of 
an aging population and epidemic of non-
communicable diseases.  
 
 

Recent developments 
 
Kiribati’s economy is expected to have 
contracted by about 2 percent in 2020. On 

FIGURE 1  Central Pacific Islands / Sources of revenue – 
projections to 2021  

FIGURE 2  Central Pacific Islands / Sovereign wealth fund 
balances    

Sources: Country authorities, and World Bank and IMF staff estimates and  
projections. Nauru data are June years; Kiribati and Tuvalu are calendar years.  

Sources: Country authorities, and World Bank and IMF staff estimates and projections. 
Notes: Nauru data are June years; Kiribati and Tuvalu are calendar years. The Nauru 
Trust Fund was established in 2016.  
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the supply side, border closures have 
hampered donor-financed project activity 
and also caused some disruptions to car-
go imports. Restaurant-grade fresh tuna 
exports have also been affected by a lack 
of international air freight capacity and 
weak international demand. Lack of ex-
patriate demand has severely impacted 
on hotels and restaurants, while quaran-
tine measures have also affected demand 
for fisheries transshipment services. The 
authorities estimate that about 2 percent 
of the labor force has been affected by 
border closures, including temporary 
workers abroad.  
Preliminary estimates suggest a fiscal defi-
cit of around 5 percent of GDP in 2020. 
The fiscal impact of COVID-19 has been 
relatively limited, with only slightly lower 
than expected revenue performance and 
strong donor support for health spending. 
Meanwhile, the authorities implemented a 
more than 20 percent increase in recurrent 
spending that was unrelated to the pan-
demic, with the launch of a new unem-
ployment benefit and an expansion of the 
old age pension. The new benefit schemes 
are expected to have a major poverty re-
duction impact, given that more than 
three quarters of Kiribati’s adult popula-
tion are eligible to receive support.  
In Nauru, the growth forecast has been 
revised upwards to 0.7 percent for FY20, 
due to stronger than expected activity 
related to the RPC and a 17 percent in-
crease in spending compared with FY19. 
This has helped to offset negative im-
pacts of the pandemic from border clo-
sures, including supply-chain disrup-
tions of construction activity and the de-
parture of expatriates. 
The government’s initial fiscal response to 
COVID-19 amounted to 5.5 percent of 
GDP in FY20. It focused on health 
measures and financial support to the 
state-owned Nauru Airlines (to ensure 
maintenance of critical services) as well as 

other SOEs. Despite strong expenditure 
growth, Nauru achieved a fiscal surplus of 
17 percent of GDP in FY20 due to much 
higher than expected revenues from the 
RPC and fishing licenses. Large fiscal sur-
pluses in recent years have been used to 
build the Nauru Trust Fund (currently at 
70 percent of GDP) and government de-
posits (around a third of GDP).  
In Tuvalu, early and effective response to 
the COVID-19 pandemic prevented ad-
verse public health outcomes and it is one 
of only a very few countries in the world 
with no reported cases. The global eco-
nomic lockdown impacted travel and 
trade, but fishing license revenues re-
mained resilient. The economy is expected 
to contract by 0.5 percent in 2020, moder-
ate in comparison to other countries in the 
region, but a marked downturn from av-
erage annual growth of 4.7 percent in 2015
-2019. In March 2020, Parliament ap-
proved a supplementary COVID-19 budg-
et (equivalent to 30 percent of 2019 GDP) 
and an economic recovery package in May 
2020 to provide temporary economic sup-
port. The latter included a universal cash 
payout to every citizen. Together they 
pushed the fiscal deficit to an estimated 
31.3 percent of GDP financed primarily 
with external budget support grants.  
 
 

Outlook 
 
In Kiribati, a bounce back in growth of 
around 3 percent is expected in 2021 de-
spite the ongoing border closure, thanks 
to consumer demand stimulus from the 
new social benefits and a public sector pay 
rise. Over the medium term, however, 
there are significant risks to macroeco-
nomic stability stemming from the fiscal 
sector. The recently passed 2021 budget 
includes new recurrent spending of 8 per-
cent of GDP, with an additional 5 percent 

of GDP in new spending projected from 
2022 onwards. The deficit is expected to 
reach nearly 20 percent of GDP in 2021 
and will be financed with a drawdown 
from the sovereign wealth fund. With the 
deficit expected to remain elevated over 
the coming years, Kiribati will quickly 
erode its available cash reserves and the 
sustainability of the sovereign wealth 
fund could also be put at risk.  
In Nauru, modest growth of around 1 
percent is expected over the medium 
term, with the expected closure of the 
RPC expected to weigh heavily on the 
outlook. A major port construction pro-
ject is expected to help offset the 
winddown in RPC-related activity, alt-
hough the execution of this and other 
infrastructure projects may be subject to 
ongoing delays due to supply chain dis-
ruptions. A balanced budget is expected 
in FY21, with fisheries revenues expected 
to recover from a relatively weak perfor-
mance in the first half of the year. Howev-
er, given the projected sharp decline in 
RPC-related revenues over the medium 
term, the large fiscal surpluses seen in 
recent years are unlikely to persist. 
In Tuvalu growth is expected to recover 
to around 3.0 percent in 2021, assuming 
the reopening of international borders and 
easing of travel restrictions in the year. 
The 2021 budget presented as a balanced 
budget as support from international part-
ners remains strong. The public debt-to-
GDP ratio is low (estimated at 16 percent 
of GDP in 2019), including both direct 
Government obligations and implicit con-
tingent liabilities. Debt management poli-
cies remain prudent. The major risks to 
the outlook are unpredictability of the 
COVID-19 pandemic and prolonged shut 
down of the global economy; volatility in 
revenue flows; an abrupt reduction in 
budget support from development part-
ners; and the ever-present threat of cli-
mate related natural disasters.  

TABLE 2  Central Pacific Islands / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2017 2018 2019 2020f 2021f 2022f

Real GDP growth, at constant market prices

Kiribati 0.9 3.8 3.9 -1.9 3.0 2.6

Nauru -5.5 5.7 1.0 0.7 1.3 0.9

Tuvalu 3.2 4.3 4.1 -0.5 3.0 4.0

Nauru values correspond to their fiscal year ending June 30; Kiribati and Tuvalu are calendar years.

Sources: Country authorities and World Bank and IM F staff estimates.

Notes: f = forecast.
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Table 1 2020

Population, million 1 402.7

GDP, current US$ billion 1 4423.9

GDP per capita, current US$ 1 0283.2

International poverty rate ($1.9)
a 0.5

Lower middle-income poverty rate ($3.2)
a 5.4

Upper middle-income poverty rate ($5.5)
a 23.9

Gini index
b 38.5

School enro llment, primary (% gross)
c 1 01 .9

Life expectancy at birth, years
c 76.7

(a) M ost recent value (2016), 2011 PPPs.

(b) M ost recent est imate (2016), based on grouped data.

(c) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
While China’s economy has recovered 
relatively swiftly, the COVID-19 shock has 
accentuated pre-existing imbalances and 
highlighted structural challenges. The pan-
demic and ensuing recovery have caused 
imbalances in the structure of aggregate 
demand to relapse, as households in-
creased savings, government support 
stressed investment, and external imbal-
ances widened. Corporate and household 
debt levels, which were already high be-
fore the pandemic, have increased further, 
eroding deleveraging gains made over the 
past years. China will need to return to the 
policy of de-risking adopted prior to 
COVID-19 to prevent a further rise in lev-
erage in the economy. But this will be chal-
lenging because corporate and household 
balance sheets have been strained by the 
crisis and signs of distress may multiply as 
regulatory forbearance ends and extraordi-
nary liquidity support is wound down. 
Entrenched economic tensions, most nota-
bly persistent bilateral frictions with main 
trading partners over trade and technolo-
gy, continue to pose risks to China’s 
growth prospects, especially since external 
imbalances have resurfaced as a result of 
the COVID-19 shock. China’s current ac-
count surplus widened notably to 2.0 per-
cent of GDP in 2020 from 1.0 percent of 
GDP in 2019. 
Despite this year’s cyclical rebound, Chi-
na’s economy is projected to slow over the 

medium-term, reflecting longer-term 
structural trends. Adverse demographics, 
tepid productivity growth, large regional 
disparities and the legacies of excessive 
borrowing and environmental pollution 
will continue to weigh on growth. Unless 
structural reforms to rebalance China’s 
economy are accelerated, the slowdown in 
potential growth is likely to steepen, un-
dermining prospects for further gains in 
broad-based income growth. 
 
 

Recent developments 
 
Following a collapse in the first quarter of 
2020, economic activity in China has nor-
malized faster than expected, aided by an 
effective pandemic-control strategy, 
strong policy support, and resilient ex-
ports. Fourth quarter GDP growth acceler-
ated to 6.5 percent yoy, bringing 2020 full 
year GDP growth to 2.3 percent. Mean-
while, labor markets conditions have im-
proved, and employment has returned to 
pre-COVID levels.  
China’s recovery has broadened but re-
mains unbalanced. While investment and 
net exports were running above pre-
COVID levels in Q4 2020, consumption 
continued to lag. This is consistent with 
supply-side GDP data which suggests 
industrial production and construction are 
overshooting while slack remains in the 
service sector. Amid a resurgence of local 
COVID-19 cases, China adopted addition-
al lockdown measures at the start of this 
year, further dimming prospects of a full 
recovery of consumption and services. 

CHINA 

Economic growth is projected to rebound 

to 8.1 percent in 2021, largely reflecting 

statistical base effects. GDP growth 

would stabilize around 5.4 slightly below 

its earlier trend rate by 2022, as fiscal 

consolidation and deleveraging weigh on 

growth. Amid improving labor market 

conditions, poverty reduction is projected 

to return to its pre-COVID-19 trend. 

Over the medium term, structural re-

forms to rebalance growth and make it 

more inclusive and environmentally sus-

tainable are crucial to secure further gains 

in broad-based income growth. 

FIGURE 1  China / Real GDP growth and contributions to real 

GDP growth  

FIGURE 2  China / Poverty estimates and projections  

Sources: National Bureau of Statistics; World Bank staff estimates.  Sources: World Bank staff estimates using tabulated data from China NBS. 
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As economic activity recovered, both fiscal 
and monetary policy support have moder-
ated since Q3 2020. Public investment in 
infrastructure, which initially drove much 
of the acceleration in investment, has 
started to moderate in the second half of 
2020 on receding policy support. Mean-
while, the PBOC has refrained from fur-
ther monetary easing and policy rate cuts, 
leading to moderating credit growth since 
November 2020.  
Despite the COVID-19 shock, the govern-
ment announced in November 2020 that it 
reached its goal of elimination of extreme 
(rural) poverty, as measured using the 
official 2010 poverty standard (equivalent 
to $2.3/day per person, 2011 PPP). At a 
higher line of $5.50/day per person (2011 
PPP), typical of upper-middle income 
countries, poverty is expected to have 
declined in 2020, albeit only marginally, 
from 17.5 percent in 2019 to 16.7 in 2020, 
representing 10 million fewer poor people. 
 
 

Outlook 
 
Real GDP growth is projected to rebound to 
8.1 percent in 2021, as consumer spending 

and business investment continue to catch 
up, along with improving labor market 
conditions and incomes.  
GDP growth would stabilize slightly be-
low its earlier trend rate by late 2022, as 
the needed fiscal consolidation and delev-
eraging will weigh on growth. The struc-
ture of domestic demand will gradually 
shift in favor of private domestic spending. 
Tracking the economic recovery, poverty 
reduction at the $5.50 per day poverty line 
is expected to return to a pace similar to 
the one observed prior to COVID-19. For 
2021, poverty is expected to decline to 14.4 
percent, representing 32 million fewer 
poor people than in 2020.   
Risks to China’s economic recovery are 
high but broadly balanced. On the 
downside, recurrent COVID-19 flareups 
could continue to disrupt economic ac-
tivity and especially private consump-
tion. The vaccine rollout has proceeded 
gradually in China, and it is unlikely a 
majority of the country’s adult popula-
tion will be vaccinated this year. A 
growing policy divergence between Chi-
na and major trading partners could 
also lead to persistent or even rising 
external imbalances. The COVID-19 
shock has accentuated preexisting and 

interconnected vulnerabilities of corpo-
rate, bank and government balance sheets. 
which will weigh on China’s growth. On 
the upside, a swift and widespread rollout 
of an effective vaccine would boost con-
sumer and business confidence and sup-
port stronger growth. 
Navigating near-term uncertainty will 
require an adaptive policy framework that 
is carefully calibrated to the pace of the 
recovery both in China and the rest of the 
world. A premature policy exit and exces-
sive tightening could derail the recovery. 
Along with flexible and supportive mone-
tary policy, China could use its fiscal 
space to hedge against downside risks to 
growth and ensure a smooth rotation from 
public to private demand.  
Over the medium term, market oriented, 
structural reforms would help avoid a 
sharper decline in potential growth, re-
duce external imbalances and lay the 
foundation for a more resilient and inclu-
sive economy. Establishing a unified so-
cial security system with portable pen-
sion and employment benefits for rural 
and urban residents would reduce ine-
quality, lower the need for precautionary 
savings and therefore help boost con-
sumption-based growth.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 6.8 6.0 2.3 8.1 5.4 5.3

Private Consumption 9.5 6.6 -1.0 11.5 6.0 5.8

Government Consumption 10.4 8.4 9.7 7.2 8.1 8.0

Gross Fixed Capital Investment 5.3 4.5 1.4 5.8 4.1 4.0

Exports, Goods and Services 4.0 2.5 1.6 5.4 3.3 3.3

Imports, Goods and Services 7.9 1.0 -1.7 6.0 3.5 3.5

Real GDP growth, at constant factor prices 6.8 6.1 2.3 8.1 5.4 5.3

Agriculture 3.3 3.3 3.0 3.4 3.3 3.3

Industry 5.8 5.6 2.3 6.5 4.7 4.7

Services 8.1 6.9 2.2 10.0 6.2 6.0

Inflation (Consumer Price Index) 2.1 2.9 2.5 1.8 2.0 2.0

Current Account Balance (% of GDP) 0.2 1.0 2.0 1.4 1.1 0.9

Net Foreign Direct Investment (% of GDP) 0.7 0.4 0.7 0.7 0.8 0.8

Fiscal Balance (% of GDP)a -4.6 -6.4 -11.8 -8.5 -7.1 -6.6

Debt (% of GDP) 38.6 42.0 52.3 56.0 59.3 61.8

Primary Balance (% of GDP) -3.6 -5.1 -10.7 -7.2 -5.7 -5.0

International poverty rate ($1.9 in 2011 PPP)b 0.3 0.3 0.3 0.2 0.2 0.2

Lower middle-income poverty rate ($3.2 in 2011 PPP)b 3.7 3.1 2.8 2.2 1.8 1.5

Upper middle-income poverty rate ($5.5 in 2011 PPP)b 19.5 17.5 16.7 14.4 12.9 11.5

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) The adjusted fiscal balance adds up the public finance budget, the government fund budget, the state capital management fund budget and the social security fund budget.

(b) Last grouped data available to calculate poverty is for 2016 provided by NBS. Projections based on per capita GDP growth estimates, using a neutral distribution 

assumption with pass through 0.72 to per capita household consumption.
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Key conditions and 
challenges 
 
Fiji is a small island nation in the South 
Pacific Ocean with a population of about 
900,000. Remoteness, natural hazards and 
climate change represent major obstacles 
to development. Prior to COVID-19, tour-
ism—the main driver of the economy and 
a major source of foreign exchange—
contributed nearly 40 percent of GDP, 
with close to 900,000 visitor arrivals in 
2019. Agriculture is the main source of 
livelihood for nearly half of rural Fijians, 
although it contributed roughly 8 percent 
of GDP prior to COVID-19. The country is 
highly vulnerable to extreme weather con-
ditions and on a tropical cyclone belt. On 
average, one cyclone passes through Fijian 
waters each year, but climate related 
events have become more frequent.  Re-
cent growth was underpinned by robust 
tourism, rising household consumption 
and extensive reconstruction after Tropi-
cal Cyclone (TC) Winston. TC Winston 
caused extensive damage and losses in 
2016 amounting to FJ$2.9 billion (US$1.5 
billion; nearly 20 percent of GDP).  
The Government’s success in the fight 
against COVID-19 virus has largely pre-
vented direct health impacts but the eco-
nomic impact has been devastating. The 
overall impact of the COVID-19 pandemic 
will depend on how it continues to unfold. 
More protracted travel restrictions in Fiji’s 
key tourism markets, Australia and New 
Zealand, will slow the pace of recovery. 

Sluggish growth in the global economy 
will also challenge recovery. Fiji also faces 
the ever- present threat of natural disasters 
and the environmental risk is significant. 
The disasters and rising expenditures have 
eroded fiscal space in the last five years. 
Natural disasters not only undermine mac-
roeconomic stability but also divert the 
bureaucracy, which in ideal circumstances 
is limited and spread thin, to recovery 
efforts, thereby delaying essential respons-
es and fiscal consolidation. The structural 
reform agenda includes building climate 
resilience and creating a more supportive 
environment for private-sector-led growth, 
which will require a modernization of the 
legal and regulatory framework.  
 
 

Recent developments 
 
The COVID-19 pandemic presents Fiji 
with an economic crisis of unprecedented 
scale with an expected contraction of 19 
percent in 2020. International travel re-
strictions brought tourism to a virtual 
standstill. This caused a ripple effect on all 
segments of the economy, had a negative 
impact on related industries such as retail 
trade, transport and finance and spillover 
effect on consumption, finance and invest-
ment. Strict measures to contain COVID-
19 have also impaired economic activity, 
leading to 115,000 Fijians becoming unem-
ployed or working reduced hours. Fiji was 
also hit by Category 4 Tropical Cyclone 
(TC) Harold in April 2020, Category 5 TC 
Yasa in December 2020 and Category 3 TC 
Ana in January 2021. The compounded 

FIJI 

Decimated by the COVID19 pandemic, 

the economy contracted by 19 percent in 

2020, the fourth most severe contrac-

tion in the world. Tourism, the life 

blood of the economy, is at a virtual 

standstill, trade flows are disrupted, 

and business activities are curtailed. 

The impact on livelihoods is severe and 

exacerbated by three severe tropical cy-

clones. One third of the total workforce 

is now unemployed or on reduced work-

ing hours and much of the population is 

exposed to a greater risk of poverty.  

FIGURE 1  Fiji / Real GDP growth and contributions to real 

GDP growth 

FIGURE 2  Fiji / Fiscal balance and public debt  

Sources: Ministry of Economy and World Bank staff estimates. Sources: Ministry of Economy and World Bank staff estimates. 

Table 1 2020

Population, million 0.9

GDP, current US$ billion 4.2

GDP per capita, current US$ 4678.3

International poverty rate ($1.9)
a 0.5

Lower middle-income poverty rate ($3.2)
a 7.5

Upper middle-income poverty rate ($5.5)
a 35.8

School enro llment, primary (% gross)
b 1 1 6.5

Life expectancy at birth, years
b 67.3

(a) M ost recent value (2013), 2011 PPPs.

(b) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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effect of lost livelihoods across sectors 
(tourism from COVID-19 and agriculture 
from the TCs) and asset damage from the 
multiple shocks exposes much of the pop-
ulation to a greater risk of poverty. 
The shocks strained fiscal buffers and up-
ended short-term fiscal policy goals. Prior 
to the shocks, the ratio of tax revenue to 
GDP averaged 24 percent—higher than the 
average for East Asia and the Pacific - and 
the Government was implementing an 
expenditure-based fiscal consolidation.  
The shocks reversed these trends pushing 
the fiscal deficit in FY20201 to 9 percent of 
GDP, a substantial increase from the 2.7 
percent originally budgeted.  Borrowing to 
close the fiscal gap raised the debt-to-GDP 
ratio to 65.5 percent in FY2020, from 49.3 
percent the prior year.  The Central Bank 
cut the overnight policy rate to 0.25 percent 
in the first quarter of 2020 in response to 
the pandemic. Inflation has been negative 
since October 2019 and decelerated to a 
historic low of -2.8 percent at end-
December 2020 on account of lower food 
and fuel prices and the domestic slow-
down. Tourism receipts dropped 80 per-
cent in 2020 putting pressure on the bal-
ance of payments and widening the current 
account balance to 15.7 percent of GDP.  

Foreign reserves remained stable, US$1,022 
million at end-December 2020, equivalent 
to 8.1 months of imports cover.  
 
 

Outlook 
 
Economic recovery hinges on when interna-
tional borders can reopen and renewed 
appetite for tourism. The economy is fore-
cast to grow by 2.6 percent this year and 
rebound to an average of 7.5 percent in 2022
-2023.  But this assumes borders reopen in 
the second half of 2021 and a gradual easing 
of travel restrictions brings international 
arrivals back up to pre-crisis levels by 2023. 
The tourism sector accounts for around 40 
percent of the economy and is expected to 
be the main driver of growth, with domestic 
demand picking up as the labor market and 
business activity rebound.  
The fiscal deficit is expected to widen to 13 
percent of GDP in FY2021 but to gradually 
decline thereafter to 3.9 percent by FY2024, 
as the Government reverts to its fiscal con-
solidation strategy. The strategy combines 
targeted time-bound revenue and expendi-
ture measures and maximization of con-
cessional financing to cover deficits. The 

goal is to increase in tax revenue from a 
projected 18 percent of GDP in FY2021 to 
19.4 percent by FY2024 and reduce ex-
penditures to around 29.2 percent of GDP 
by FY2022 and 25.9 percent of GDP by 
FY2024. The risks of debt distress have 
heightened with the debt-to-GDP ratio 
forecast to climb to 81.1 percent in FY2021, 
reflecting borrowing to counter the impact 
of COVID-19 and the contraction in GDP.  
However, debt management policies are 
prudent and public debt is assessed as 
sustainable over the medium-term assum-
ing growth resumes, tourism rebounds 
and the fiscal consolidation measures are 
implemented setting the debt-to-GDP ratio 
on a downward trajectory. The balance of 
payments is projected to improve as inter-
national tourism receipts rebound and 
exports recover.  The current account defi-
cit is forecast to narrow to 12.5 percent of 
GDP in 2021 and improve steadily thereaf-
ter to 6.1 percent of GDP by 2023 as inter-
national tourism receipts rebound, exports 
recover and measures to attract foreign 
investors take hold.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.5 -0.4 -19.0 2.6 8.2 6.9

Real GDP growth, at constant factor prices 2.3 0.5 -13.9 1.5 8.1 6.7

Agriculture 3.7 4.4 4.0 3.2 2.9 2.8

Industry 5.5 -0.4 -6.6 1.6 3.1 4.9

Services 1.2 0.2 -18.8 1.2 10.9 8.0

Inflation (Consumer Price Index) 4.8 2.0 -2.8 1.0 1.8 2.0

Current Account Balance (% of GDP) -8.6 -12.7 -15.7 -12.5 -7.3 -6.1

Fiscal Balance (% of GDP) -3.9 -5.0 -14.0 -11.6 -5.0 -4.0

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA

1/ The Fiji Government fiscal year is from August 

to July. 
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Table 1 2020

Population, million 273.6

GDP, current US$ billion 1 058.4

GDP per capita, current US$ 3868.5

International poverty rate ($1.9)
a 2.7

Lower middle-income poverty rate ($3.2)
a 1 9.9

Upper middle-income poverty rate ($5.5)
a 52.2

Gini index
a 38.2

School enro llment, primary (% gross)
b 1 06.4

Life expectancy at birth, years
b 71 .5

(a) M ost recent value (2019), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Indonesia’s economy diversified in past 
decades but suffers from weak competi-
tion, limited openness to trade, relatively 
low human capital, and under-developed 
financial markets.  
Employment saw robust growth in the 
previous decade, but most jobs were cre-
ated in low productivity services such as 
trade, transport, and hospitality. These 
sectors are contact-dependent and have 
been more severely impacted by the 
COVID-19 crisis. They also host many 
informal workers, which raises challeng-
es for the social protection response to 
the crisis. The impact of the pandemic on 
labor income also risks reversing some of 
the strong poverty reduction gains in the 
past decade. 
The COVID-19 crisis heightens Indone-
sia’s long-standing challenges of financing 
its development needs and current ac-
count in a stable and sustainable manner. 
Tax revenues are low compared to peer 
countries (10.6 percent of GDP in 2010-
2019) and Indonesia is dependent on vola-
tile portfolio flows whilst FDI is low.  
 
 

Recent developments 
 
The economy went into recession in 2020 (-
2.1 percent growth) for the first time in two 
decades.  This was caused by a sharp drop 

in domestic demand due to social distanc-
ing and high uncertainty. This was only 
partially offset by increased public spend-
ing to support the health sector, house-
holds, and firms. Net exports contributed 
positively to growth as imports plummet-
ed due to weak domestic demand.  
Consumer confidence remains pessimistic 
during the first two months of 2021 amid 
surging COVID-19 cases and despite posi-
tive signals on vaccine rollout. Retail sales 
are subdued pointing to weak private 
consumption growth, but manufacturing 
shows signs of stronger recovery driven 
by more upbeat external demand and 
commodity prices.  
The crisis adversely impacted employ-
ment and labor income. Unemployment 
rose from 6.3 to 7.1 percent and underem-
ployment increased from 6.4 to 10.2 per-
cent in the third quarter of 2020 compared 
to the year before. As a result, the national 
poverty rate increased from 9.8 to 10.2 
percent between March and September 
2020, its highest level since 2017. A World 
Bank household survey found that em-
ployment recovered partially during the 
second half of 2020, but many Indonesians 
still work and earn less than before the 
crisis. Food insecurity risks remain elevat-
ed in some segments of the population. 
Fiscal and monetary authorities respond-
ed boldly to cushion the impact of the 
COVID-19 shock. Bank Indonesia (BI) cut 
its policy rate by 150 basis points to 3.5 
percent between February 2020 and 
March 2021. It also eased monetary condi-
tions through liquidity injections and re-
laxed monetary regulations, including a 
large local currency government bond 

INDONESIA 

The COVID-19 crisis risks deepening 

Indonesia’s challenges of accelerating 

medium-term growth, creating middle 

class jobs, and financing the twin defi-

cit in a stable and sustainable manner. 

The government is working on land-

mark reforms to attract foreign invest-

ment and strengthen competitiveness 

which could improve medium-term pro-

spects. In the near term, the govern-

ment maintains a substantial fiscal 

package to fight the pandemic, provide 

relief and support the recovery. 

FIGURE 1  Indonesia / Real GDP growth and contributions 

to real GDP growth 

FIGURE 2  Indonesia / Poverty rates, actual and projected 

Sources: National Statistics Agency; World Bank. Sources: National Statistics Agency; World Bank. 
Note: Forecast is from 2020 onwards, based on unmitigated circumstances. 
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purchase program (3.7 percent of GDP of 
which 3.0 percent of GDP in the primary 
market) to stabilize markets and help fi-
nance the fiscal deficit.  
In February 2021, the government in-
creased the 2021 COVID-19 fiscal response 
package from 2.4 to 4.2 percent of GDP. 
This will finance the COVID-19 vaccina-
tion campaign, social protection, and 
MSME support programs. The COVID-
related spending increase will be offset by 
reductions to non-priority public spend-
ing to keep the deficit within the ap-
proved Budget. The financing plan has 
not been fully communicated but some 
level of Central Bank deficit financing is 
expected to remain this year with the cen-
tral bank acting as a stand-by buyer. 
  
 

Outlook 
 
The economy is projected to rebound to 
4.4 percent in 2021 driven by a base effect 
and a gradual improvement in consumer 
spending and stronger global growth and 
export commodity prices. Growth could 
strengthen to 5.0 percent in 2022 assuming 
successful rollout of COVID-19 vaccines.   
Growth in contact-intensive services sec-
tors is expected to remain muted in 2021-
2022 while a stronger recovery in ad-
vanced countries and some emerging 

market economies would support growth 
in mining and export-oriented manufac-
turing sectors.  
Potential growth is projected to drop to 4.6 
percent in 2021-2023 from 5.2 percent be-
fore the crisis owing to the scarring effects 
of COVID-19 largely driven by weak in-
vestment. Indonesia’s medium-term pro-
spects therefore depend on structural re-
forms to protect and lift potential growth. 
The recently approved Omnibus Law on 
Job Creation would be an important step 
in this direction if well implemented.  
The current account deficit (CAD) is ex-
pected to be contained in the short term 
but to gradually widen as domestic de-
mand recovers. Stronger external buffers, 
a more stable Rupiah, and low inflation 
provide BI with some room to ease mone-
tary policy and support the recovery 
through 2021 if warranted. But external 
pressures could build up as advanced 
economies recover and adjust their mone-
tary and fiscal policies. 
The fiscal deficit would remain above 3.0 
percent until 2023, leading to elevated 
financing needs (8-9 percent of GDP) and 
higher public debt (43.0 percent of GDP in 
2023). The increased level of interest pay-
ments would put pressure on fiscal space 
in the medium term absent a strong recov-
ery and revenue reforms. 
International poverty rate (based on 
US$3.2 per day threshold for lower-middle 

income countries) is projected to fall from 
2021 onwards to 19.8 and 16.4 percent in 
2021 and 2023, respectively. The pace in 
poverty reduction is expected to slow 
down in the context of slow economic 
recovery in the coming years. Long-term 
efforts are crucial to reverse potential set-
backs from lower human capital accumu-
lation, asset depletion and uneven eco-
nomic recovery. 
Risks to the outlook are severely tilted to 
the downside. Growth could reach only 
2.1 percent in 2021 and 3.1 percent in 2022 
in a downside scenario of reduced mobili-
ty or depressed consumer confidence in 
Indonesia and a worsening of external 
conditions. These developments could 
result a from failure to contain the pan-
demic, slower than expected vaccination, 
weaker than expected external demand or 
sudden stop or reversal in capital flows.  
The government ordered a total of 329.5 
million doses of COVID-19 vaccines from 
various sources – of which 28 million dos-
es have been received as of early February 
- and committed to providing free vaccines 
to all citizens. The vaccination campaign 
was launched in mid-January and the gov-
ernment expects to vaccinate all citizens 
aged 18 years and above (70 percent of the 
population) by March 2022. But the availa-
bility of vaccines and Indonesia’s large 
population and territory are significant 
hurdles to rapid mass vaccination. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 5.2 5.0 -2.1 4.4 5.0 5.1

Private Consumption 5.1 5.2 -2.7 4.2 4.6 5.1

Government Consumption 4.8 3.3 1.9 3.1 3.8 3.3

Gross Fixed Capital Investment 6.7 4.5 -4.9 3.9 4.8 5.5

Exports, Goods and Services 6.5 -0.9 -7.7 5.3 6.2 7.0

Imports, Goods and Services 12.1 -7.4 -14.7 3.7 4.1 7.5

Real GDP growth, at constant factor prices 4.9 5.0 -1.6 4.1 5.0 5.1

Agriculture 3.9 3.6 1.8 3.7 3.8 3.9

Industry 4.3 3.8 -2.8 5.5 4.3 4.4

Services 5.8 6.4 -1.4 2.9 6.0 6.1

Inflation (Consumer Price Index) 3.3 2.8 2.0 2.3 2.8 3.2

Current Account Balance (% of GDP) -2.9 -2.7 -0.4 -1.4 -1.6 -2.0

Net Foreign Direct Investment (% of GDP) 1.2 1.8 1.3 1.2 1.4 1.5

Fiscal Balance (% of GDP) -1.8 -2.2 -6.2 -5.4 -4.1 -3.0

Debt (% of GDP) 30.4 30.0 39.4 41.2 42.6 43.0

Primary Balance (% of GDP) -0.1 -0.5 -4.2 -3.2 -1.9 -0.7

International poverty rate ($1.9 in 2011 PPP)a,b 3.6 2.7 3.0 2.6 2.2 1.9

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 21.6 19.9 21.4 19.8 18.1 16.4

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 53.3 52.2 53.9 52.1 50.1 48.0

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a)  Calculations based on EAPPOV harmonization, using 2011-SUSENAS, 2018-SUSENAS, and 2019-SUSENAS data. 

Actual data: 2019. Forecast is from 2020 to 2023 and based on unmitigated circumstances.

(b) Projection using annualized elasticity (2011-2019)   with pass-through = 1 based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 7.3

GDP, current US$ billion 1 8.1

GDP per capita, current US$ 2489.3

National Official Poverty Rate
a 1 8.3

International poverty rate ($1.9)
a 1 0.0

Lower middle-income poverty rate ($3.2)
a 37.4

Upper middle-income poverty rate ($5.5)
a 38.8

School enro llment, primary (% gross)
b 1 00.0

Life expectancy at birth, years
b 67.6

(a) National Stat ist ics Off ice. M ost recent value (2018).

(b) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
The COVID-19 pandemic has intensified 
existing structural vulnerabilities, lead-
ing to deterioration of macroeconomic 
conditions. Despite some administrative 
reforms, domestic revenue has dropped 
sharply,  worsening the fiscal situation. 
The public debt stock is estimated to 
have increased to 65 percent of GDP in 
2020, from 59 percent in 2019. Rising debt 
levels and a growing proportion of non-
concessional borrowing have significant-
ly increased external debt-service pay-
ments to around US$1.1 billion a year in 
the medium term. In addition, credit rat-
ing downgrades by Fitch and by 
Moody’s, the growing fiscal imbalance, 
and limited domestic financing options 
have led to higher external borrowing 
costs. Several recent attempts to borrow 
on external commercial markets have 
failed, but the government maintains that 
it will be able to meet debt service obliga-
tions for 2021.  
The COVID-19 outbreak has slowed 
progress against poverty. While steps 
taken to contain the pandemic, such as 
travel restrictions and social distancing  
measures, have been highly successful, 
these have also resulted in job losses 
and income reduction. Declining eco-
nomic activity has pushed the unem-
ployment rate to 23.4 percent while the 
return of large numbers of migrants 
from abroad has meant a substantial 

loss in remittances, which are a major 
source of income for nearly 10 percent 
of households. Elevated food inflation 
has eroded households’ purchasing 
power and the poverty rate (measured 
as $3.2 a day, 2011 PPP) is expected to 
increase by at least 1.7 percentage points 
in 2020, as compared with a non-COVID
-19 scenario.  
 
 

Recent developments 
 
The COVID-19 outbreak has caused 
growth to further slow. The pandemic 
has mainly affected tourism-related ser-
vices and light manufacturing, with de-
mand falling and supplies disrupted dur-
ing lockdown. Growth is estimated at 0.4 
percent for 2020, the lowest level in three 
decades. The growth estimate was re-
vised upward from the October projec-
tion due to strong exports, robust  agri-
cultural growth, gradual revivals in man-
ufacturing and domestic transportation, 
plus financial support to firms affected 
by the slowdown.  
Despite a tightening of expenditure, sig-
nificant revenue shortfalls have height-
ened fiscal stress and the public debt bur-
den. In February 2021 the government 
estimated that domestic revenues were 20 
percent below target . With expenditure 
almost 13 percent below the planned fig-
ure, the budget deficit stood at about 5.6 
percent of GDP in 2020. Reform of power 
sector state enterprise is underway and 
may assist with the budget in future, but 
progress is slow.  

LAO PDR 

Lao PDR’s long-standing structural 

vulnerabilities have been exacerbated by 

the COVID-19 outbreak. Falling reve-

nue collection, limited reserve buffers 

and mounting public debt service—

coupled with the decision to not partici-

pate in the G-20 debt services suspen-

sion initiative— have forced the govern-

ment to take costly refinancing options, 

exacerbating the country’s future fiscal 

burden and the macro situation. Limited 

fiscal space and hence constrained re-

sponse to the pandemic, threaten to re-

verse gains made in poverty reduction.  

FIGURE 1  Lao PDR / Real GDP growth and contributions to 

real GDP growth 

FIGURE 2  Lao PDR / Actual and projected poverty rates and 

real GDP per capita 

Sources: Lao Statistics Bureau, World Bank staff estimates.    Sources: World Bank. Notes: see Table 2. 
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After two failed attempts, a third road-
show is taking place to offer $350 mil-
lion of bonds so that the government 
can rollover commercial debts which 
mature in 2021. In addition, long-
standing negotiations on debt resched-
uling with China continue. Debt to Chi-
na accounts for almost 45 percent of 
total debt stock.     
Foreign reserve buffers remain low. Re-
serves rose to $1.3 billion in December, 
mostly due to a swap line with the Peo-
ple’s Bank of China. A shortage of for-
eign currency has widened the gap be-
tween the official and parallel markets. 
The gap stood at about 8 percent in ear-
ly 2021. The government is working 
with major foreign investors to improve 
fund flow mechanism in order to in-
crease foreign currency circulation in 
the economy.  

 

Outlook 
 
Growth is expected to gradually rebound in 
the medium term, but will remain far below 
pre-pandemic levels. Gradual recovery is 
expected to be supported by infrastructure 
investment, improved services sector per-
formance and increased private consump-
tion. However, the outlook is challenged by 
downside risks, including natural disasters, 
slow recovery in key trading partners, a 
prolonged COVID-19 outbreak and delayed 
vaccine rollout, heightened difficulties in 
meeting external public debt service obliga-
tions, and financial sector vulnerabilities.   
Easing fiscal and public debt pressures de-
pends on progress with revenue reforms 
and macroeconomic stability. Mounting 
debt payments, totaling about $1.1 billion 

annually over 2022–25, and the deteriorat-
ing macroeconomic situation will force the 
country to borrow at higher rates. Concert-
ed efforts are needed to strengthen revenue 
mobilization, expand the tax base, improve 
debt management and transparency, and 
implement public financial management 
reforms to gradually restore macro stability.  
In addition to restoring macro stability, 
structural reforms are necessary to fully 
benefit from better connectivity and region-
al integration in the medium to longer term. 
Lao PDR needs to accelerate reforms to the 
business environment, promote links to 
regional value chains, and invest in human 
capital. Only then can the country maximize 
returns from the Lao-China railway, set to 
open at the end of this year; preferential 
trade agreements, especially with China; 
and the newly signed Regional Comprehen-
sive Economic Partnership (RCEP).  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 6.3 5.5 0.4 4.0 4.6 4.7

Real GDP growth, at constant factor prices 6.3 5.5 0.4 4.0 4.6 4.7

Agriculture 1.3 1.2 3.2 2.8 3.1 3.1

Industry 7.8 5.6 3.6 5.4 4.0 3.7

Services 6.8 7.0 -3.4 3.2 5.7 6.2

Inflation (Consumer Price Index) 2.0 3.3 5.1 5.0 5.0 5.0

Current Account Balance (% of GDP) -11.5 -8.0 -2.8 -3.9 -5.6 -5.8

Fiscal Balance (% of GDP) -4.7 -5.1 -5.6 -5.3 -4.7 -4.0

Debt (% of GDP) 57.2 58.4 64.5 66.7 65.1 61.4

Primary Balance (% of GDP) -3.0 -3.1 -3.5 -3.2 -2.7 -2.1

International poverty rate ($1.9 in 2011 PPP)a,b 10.0 9.7 9.8 9.6 9.3 9.1

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 37.4 36.8 36.9 36.5 36.0 35.5

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 70.4 69.8 70.0 69.6 69.1 68.5

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on EAPPOV harmonization, using 2012-LECS and 2018-LECS.Actual data: 2018. Nowcast: 2019-2020. Forecast are from 2021 to 2023.

(b) Projection using annualized elasticity (2012-2018)   with pass-through = 0.7 based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 32.4

GDP, current US$ billion 336.7

GDP per capita, current US$ 1 0401 .8

International poverty rate ($1.9)
a 0.0

Lower middle-income poverty rate ($3.2)
a 0.3

Upper middle-income poverty rate ($5.5)
a 2.9

Gini index
a 41 .1

School enro llment, primary (% gross)
b 1 05.3

Life expectancy at birth, years
b 76.0

(a) M ost recent value (2015), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Malaysia faces several structural con-
straints. Although the country is expected 
to transition from an upper middle-
income to a high-income economy at 
some point between 2024 and 2028, 
growth has been on a declining trend 
since the Asian Financial Crisis because of 
lower productivity growth and the quali-
ty of human capital. Malaysia also has 
limited fiscal space at a time when ade-
quate government spending is needed to 
protect vulnerable households, strength-
en health sector capacity and provide 
support to the economy. 
Malaysia is experiencing a spike in 
COVID-19 infections. After successfully 
containing and mitigating the spread of 
the virus in the first half of 2020, there has 
been a surge in infections since mid-
September. As a result, stricter mitigation 
measures were re-introduced in October, 
and further tightened in January 2021. 
These measures have included travel re-
strictions, stricter social distancing rules 
and temporary closure of non-essential 
businesses. Some restrictions have been 
gradually eased since February. 
The pandemic has also highlighted the 
weak aspects of Malaysia’s social protec-
tion system, which is fragmented and 
does not cover an estimated 40 percent 
of Malaysian workers. Most of those not 
covered are informal workers or self-
employed, who have endured the most 

severe income and employment losses 
during the pandemic. The crisis has 
strained savings buffers that were al-
ready chronically low for a large seg-
ment of low- and middle-income Malay-
sian households. 
In addition to the impact of the COVID-19 
pandemic, domestic political uncertainty 
also poses a near-term challenge to the 
economy. Since January 14, 2021 the coun-
try has been placed under a state of emer-
gency, which is likely to dampen inves-
tors’ confidence.  
 
 

Recent developments 
 
The COVID-19 pandemic and the accom-
panying mitigation measures have signifi-
cantly affected the Malaysian economy. 
Real output contracted by 3.4 percent in 
Q4 2020 and by 5.6 percent over the entire 
year. Domestic economic activity in Q4 
2020 was adversely affected by the rein-
troduction of stricter mitigation measures.  
Domestic demand was weaker in Q4 2020. 
Private consumption registered its third 
consecutive contraction in the fourth quar-
ter as household spending declined due to 
movement restrictions and a decline in 
incomes. Gross fixed capital formation 
fell, affected by the uncertainty surround-
ing the pandemic and ongoing domestic 
political developments. Net exports re-
mained resilient in the second half of 2020, 
benefitting from robust exports of electri-
cal and electronic products and rubber 
gloves. This helped to partially offset the 
weakness in domestic demand. 

MALAYSIA 

The economy contracted by 5.6 percent in 

2020, its sharpest slowdown since 1998. A 

resurgence in infections and reinstatement 

of stringent movement restrictions have 

dampened near-term recovery prospects. 

Unemployment remained elevated at 4.8 

percent in the fourth quarter, above the 

pre-pandemic rate of 3.2 percent. Follow-

ing the severe collapse in 2020, the Malay-

sian economy is projected to grow by 6 

percent in 2021, supported by the gradual 

strengthening of domestic demand follow-

ing vaccine deployment and cautious im-

provement in external demand.  

FIGURE 1  Malaysia / Real GDP levels: Actual vs pre-covid 

trend 

FIGURE 2  Malaysia / Actual and projected poverty rates and 

real private consumption per capita  

Sources: World Bank; Macro Poverty Outlook.  Sources: Department of Statistics Malaysia and World Bank staff calculations.  
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On the supply side, the services sector fell 
for the third consecutive quarter and was 
a major drag on overall growth. An in-
crease in manufacturing exports led out-
put in the sector to expand for two con-
secutive quarters. The agriculture, min-
ing, and construction sectors all contract-
ed in Q4 2020. 
Unemployment remained elevated at 4.8 
percent in the fourth quarter, well above 
the pre-pandemic rate of 3.2 percent. 
Weak labor market conditions have 
raised absolute and relative poverty 
across Malaysia and particularly in ur-
ban areas. During 2020, an estimated 
150,000–300,000 additional people fell 
below the national poverty line, which is 
approximately US$10/person/day (2011 
PPP). Inflation continued to moderate 
and access to finance remained suffi-
ciently accommodative. 
Substantial support from five successive 
economic packages between 2020-21 
amounting to approximately 20 percent of 
GDP helped to mitigate the impact of the 
pandemic. Accommodative monetary 
policy, with the central bank making a 
cumulative 100-basis-point cut in the 
overnight policy rate in 2020, ensured that 

financing conditions remained supportive 
of economic activities.  
 
 

Outlook 
 
The economy is projected to grow by 6 
percent in 2021, a more moderate pace 
than previously estimated.  The projec-
tion was revised downward by 0.7 per-
centage points since the AM2020 MPO 
because of the increase in COVID-19 in-
fections in the country, political uncer-
tainty and slower than expected vaccine 
rollout in advanced economies. Growth is 
expected to be supported by the gradual 
strengthening of domestic demand fol-
lowing vaccine deployment beginning 
March, 2021 and cautious improvements 
in external demand. The strength and 
timing of Malaysia’s economic recovery, 
however, will depend largely on the time-
ly availability of an effective mass vac-
cination program. The vaccination pro-
gram is expected to cover at least 30 per-
cent of the population by August 2021. 
Nevertheless, it is anticipated that in the 
medium term, output for the economy is 

unlikely to return to the levels seen before 
the pandemic.  
The growth outlook is subject to consider-
able downside risks. On the external front, 
further delays in the implementation of 
vaccination programs could lead to recur-
rent lockdowns in advanced economies 
and dampen global growth.  
Upside risks include a successful mitiga-
tion of the third wave and an effective roll 
out and implementation of vaccination 
programs.  This could lead to a faster than 
expected recovery in domestic demand 
and greater investor confidence. 
The number of Malaysians living below 
the national poverty line is projected to 
decrease gradually and remain at pre-
pandemic levels until 2022. This projec-
tion is predicated on the assumption that 
recovery in household employment and 
incomes is likely to be uneven, with tour-
ism and other high-contact service occu-
pations expected to be among the slowest 
to improve. The projection is also contin-
gent upon a substantial rebound in em-
ployment and continued government 
relief measures to protect poor and vul-
nerable households pending the full re-
covery of the economy.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 4.8 4.3 -5.6 6.0 4.2 4.4

Private Consumption 8.0 7.6 -4.3 4.5 6.2 5.9

Government Consumption 3.2 2.0 4.1 2.0 1.2 1.0

Gross Fixed Capital Investment 1.4 -2.1 -14.5 6.5 3.7 3.2

Exports, Goods and Services 1.9 -1.3 -8.8 7.9 4.9 4.4

Imports, Goods and Services 1.5 -2.5 -8.3 6.2 5.3 4.4

Real GDP growth, at constant factor prices 5.0 4.4 -5.6 6.0 4.2 4.5

Agriculture 0.1 2.0 -2.2 4.3 2.7 2.7

Industry 3.3 2.3 -6.1 6.7 3.4 3.6

Services 6.9 6.1 -5.7 5.7 5.0 5.2

Inflation (Consumer Price Index) 1.0 0.7 -1.1 1.7 1.8 1.9

Current Account Balance (% of GDP) 2.2 3.4 4.4 3.7 2.9 2.8

Net Foreign Direct Investment (% of GDP) 2.3 2.5 1.2 1.8 2.0 2.1

Fiscal Balance (% of GDP) -3.8 -3.4 -6.2 -6.0 -4.6 -4.3

Debt (% of GDP) 51.2 52.5 62.2 62.7 63.7 63.8

Primary Balance (% of GDP) -1.7 -1.2 -3.8 -3.7 -2.3 -2.1

International poverty rate ($1.9 in 2011 PPP)a,b 0.0 0.0 0.0 0.0 0.0 0.0

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 0.1 0.1 0.1 0.1 0.1 0.1

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 1.7 1.4 1.6 1.5 1.2 1.1

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on EAPPOV harmonization, using 2011-HIS and 2015-HIS.Actual data: 2015. Nowcast: 2016-2020. Forecast are from 2021 to 2023.

(b) Projection using annualized elasticity (2011-2015)   with pass-through = 0.7 based on private consumption per capita in constant LCU. 
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Key conditions and 
challenges 
 
The mining-led development model of 
Mongolia has brought rapid growth (7.6 
percent over the past 15 years). However, 
policies in general are excessively focused 
on preserving the mining-driven prosperi-
ty at the risk of future stagnation. Mongo-
lia faces deep-rooted, interrelated chal-
lenges: extreme macroeconomic volatility, 
negative productivity growth, overutiliza-
tion of natural capital, slower pace of pov-
erty reduction, underutilization of human 
capital and deteriorating institutional 
quality. Such complacency is ill-timed 
when climate change concerns and the 
COVID-19 shock require an acceleration 
of structural transformation towards sus-
tainability and resilience.  
Striving to prevent the risk of COVID-19 
contagion, the authorities have been im-
plementing strict travel and social dis-
tance restrictions. These measures have 
helped contain the worst health effects of 
the pandemic. To mitigate the economic 
impact the government rolled out a gener-
ous relief package focused on supporting 
households and firms.  The stimulus 
measures are helping to mitigate the in-
come impact, yet a sustainable economic 
recovery will depend on the roll out of 
vaccines and global recovery.  
The current support measures are expected 
to be in place until July 2021 (totaling 11 
percent of GDP). While an abrupt with-
drawal of the generous support amid the 

strict lockdowns could create difficulties 
for the households and firms, the fiscal 
space to carry on is limited. Mongolia 
therefore will need to transition from 
short-term relief measures to accelerating 
recovery and building resilience. The re-
cently announced quasi-fiscal package (a 
total cost of US$3.5 billion in 2021-23) 
would accelerate the recovery. However, 
such a massive injection of stimulus (over 
20 percent of GDP) on top of equally large 
relief package runs the risk of overheating 
the economy, leading to growing external 
imbalance, inflationary pressures, higher 
fragility of financial sector, and contingent 
fiscal burden. Such developments would 
erode confidence, lead to currency pres-
sures and capital outflows, and require 
harsher austerity measures to reestablish 
macroeconomic stability. 
 
 

Recent developments 
 
The economic impact of the COVID-19 
pandemic has been severe and wide-
spread. In 2020, the Mongolian economy 
contracted by 5.3 percent. The mining 
sector was affected significantly by a 
sharp decline in demand for key commod-
ities and border closures with China. The 
services sector was also hit hard by do-
mestic containment measures. In fact, a 
recent phone-based survey of households 
reported that the pandemic particularly 
affected those employed in industry, tour-
ism, hospitality, transportation and trade 
and led to widespread reductions in labor 
incomes. It found that the government’s 

MONGOLIA 

Hit by the COVID-19 crisis, Mongolia’s 

economy experienced the worst contrac-

tion since the 1990s, but is expected to 

recover quickly supported by government 

relief packages, global economic recovery 

and the rollout of vaccines. The generous 

transfers have been helpful in keeping 

households and firms afloat. However, 

Mongolia needs to return to a fiscal con-

solidation path to stabilize public debt. 

The return to substantial quasi-fiscal ac-

tivities to stimulate the economy will lead 

to a further build-up in contingent liabili-

ties and renewed external imbalances. 

Other risks include domestic outbreaks, 

extreme weather and financial fragility. 

FIGURE 1  Mongolia / Real GDP growth and contributions to 

real GDP growth by sector 

FIGURE 2  Mongolia / Actual and projected poverty rates 

and real GDP per capita 

Sources: National Statistics Office. Sources: World Bank. Notes: see Table 2. 

Table 1 2020

Population, million 3.3

GDP, current US$ billion 1 3.3

GDP per capita, current US$ 4047.8

National Official Poverty Rate
a 28.4

Gini index
a 32.7

School enro llment, primary (% gross)
b 1 04.0

Life expectancy at birth, years
b 69.7

(a) National Stat ist ics Off ice. M ost recent value (2018).

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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social assistance has generally been help-
ful in mitigating negative economic im-
pacts for beneficiary households, particu-
larly the poor. Firm-level surveys also 
indicated that more than a quarter of firms 
previously surveyed had permanently 
closed since the COVID-19 pandemic was 
declared, but that economic support pro-
vided by the government allowed many 
others to continue operating. 
Spending on these large stimulus 
measures, coupled with revenue shortfall 
amid weaker domestic demand, has re-
sulted in a budget deficit of 9.5 percent of 
GDP, the largest since 2016. While the 
fiscal response overall has provided ade-
quate support to firms and households, 
the size of the deficit has raised questions 
over its sustainability. In addition to these 
relief measures (worth 11 percent of GDP 
in 2020-H12021), the newly announced 
quasi-fiscal measures raise concern on the 
public debt sustainability. 
The external position improved substan-
tially in the latter half of 2020, exceeding 
expectations. It was mainly supported by 
the notable current account adjustment 
amid a quick recovery of exports and 
persistent imports compression. Mean-
while, despite a fall in foreign direct in-
vestment and sizable private sector exter-
nal repayments, the balance of payments 
improved, as the authorities refinanced 

some external debt under favorable 
terms. Consequently, the Mongolian tu-
grug depreciated moderately and the FX 
reserves reached a historical high of 
US$4.5 billion, supported also by higher 
gold purchases by the authorities. 
 
 

Outlook 
 
After contracting by 5.3 percent in 2020, 
the Mongolian economy is projected to 
recover by 6.8 percent in 2021. The forth-
coming sizable quasi-fiscal injections are 
likely to fuel investment and non-mineral 
sector output through targeted policy 
loans. Moreover, global economic recov-
ery and rising commodity prices are ex-
pected to foster FDI and production in the 
mining and other mining dependent sec-
tors including transportation. Although 
the ongoing domestic outbreak and the 
strict lockdown are likely to continue to 
limit private consumption and investment 
in Q1 2021, the authorities are striving to 
open businesses after testing each house-
hold in Ulaanbaatar. Unless the domestic 
contagion surges further and requires 
stricter lockdowns, continuation of the 
fiscal relief measures until mid-2021 and 
the forthcoming quasi-fiscal injections are 
likely to support domestic demand, which 

was already held back by the past strict 
lockdowns since November 2020.  
As a result of the pandemic, poverty is 
projected to rise in 2020 based on the GDP
-elasticity approach but the micro simula-
tion-based projection results,  which took 
into account distributional effects of the 
government’s assistance, suggest that the 
Child Money Program benefits would 
eliminate potential welfare loss among 
poor households. The recovery could be 
stalled in case the economic weakness 
exacerbates the financial sector fragility, 
which is currently shielded by COVID-19 
loan forbearance, the agricultural sector is 
hit by weather shocks, and unchecked 
injections erode investor confidence. 
Following economic recovery, inflation is 
projected to pick up in 2021–22. In particu-
lar, relatively large fiscal spending in 2020 
and the forthcoming quasi-fiscal injections 
are likely to boost the domestic demand 
and therefore exert pressures on inflation 
and external balances.  
The 2021 budget and the medium-term 
fiscal framework (MTFF) for 2021–23 
(excluding the recently announced pack-
age) was broadly consistent with fiscal 
consolidation and the debt reduction ob-
jective. However, medium term fiscal 
stance could significantly be challenged 
by potential fiscal risks associated with the 
forthcoming quasi-fiscal injections. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 7.0 5.0 -5.4 6.8 7.2 7.1

Private Consumption 12.4 9.9 2.7 5.0 6.8 8.0

Government Consumption -0.8 11.5 16.0 -3.9 1.6 0.6

Gross Fixed Capital Investment 21.3 23.5 -11.8 11.7 20.0 18.0

Exports, Goods and Services 24.0 9.1 -0.1 8.0 10.0 9.8

Imports, Goods and Services 30.9 22.3 -8.9 16.5 11.9 12.0

Real GDP growth, at constant factor prices 7.2 5.2 -5.3 6.8 7.2 7.1

Agriculture 4.5 8.4 6.2 3.0 6.0 5.0

Industry 7.9 3.1 -6.2 10.1 6.6 6.2

Services 7.6 6.0 -8.3 5.5 8.2 8.8

Inflation (Consumer Price Index) 8.1 5.2 2.3 6.5 7.0 8.5

Current Account Balance (% of GDP) -16.8 -15.4 -4.3 -8.9 -10.7 -10.3

Net Foreign Direct Investment (% of GDP) 16.3 16.5 12.4 14.0 14.8 10.5

Fiscal Balance (% of GDP) 2.6 1.4 -9.5 -2.6 -1.5 -1.3

Debt (% of GDP) 72.7 69.2 78.4 76.9 71.7 67.6

Primary Balance (% of GDP) 5.8 3.6 -6.9 -0.3 0.2 -0.1

International poverty rate ($1.9 in 2011 PPP)a,b 0.5 0.5 0.5 0.5 0.5 0.5

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 5.0 4.6 5.4 4.7 4.1 3.6

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 27.1 26.0 28.1 26.4 24.7 23.1

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on EAPPOV harmonization, using 2016-HSES and 2018-HSES.Actual data: 2018. Nowcast: 2019-2020. Forecast are from 2021 to 2023.

(b) Projection using annualized elasticity (2016-2018)   with pass-through = 1 based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
In February 2021 the military assumed 
power in Myanmar, setting back the 
country’s democratic transition, immedi-
ately impacting an economy that had 
already been weakened by COVID-19, 
and significantly increasing the uncer-
tainty around the outlook. Domestic ac-
tivity and trade have been hit by reduced 
mobility, protests, worker strikes, and 
the ongoing disruption of key services. 
While the longer-term implications are 
difficult to predict at this point, the near-
term outlook has worsened considerably. 
Much will depend on the evolution and 
persistence of the protests and so-called 
Civil Disobedience Movement, the ac-
tions of the military authorities, and the 
responses of foreign governments and 
international investors. 
Beginning in late 2020, the surge in 
COVID-19 cases and second wave of 
strict containment measures had already 
struck Myanmar’s economy hard. But 
events since February are likely to have a 
much larger economic impact in FY2021 
(year ended September). Taken together, 
these shocks have weakened domestic 
demand and trade, and disrupted busi-
nesses’ operations and the supply of labor 
and inputs. Previous gains in poverty 
reduction are likely to have been substan-
tially unwound. With savings already 
drained, many poor households have 
been forced to reduce consumption to 

cope with income losses. Negative im-
pacts on physical and human capital ac-
cumulation will likely constrain the ca-
pacity of the economy to grow over the 
longer-term. At the same time, financial 
sector risks have been heightened by 
banking staff shortages, elevated with-
drawals, and the debt servicing and cash 
flow challenges faced by firms. 
The fiscal position, already weakened by 
COVID-19, will be further strained by 
recent events as they disrupt revenue col-
lection and financing. Fiscal policy is 
structurally constrained by low revenue 
collection, with tax revenues at around 6 
percent of GDP among the lowest in the 
world. With limited deficit financing op-
tions, low revenues restrict the ability of 
the government to respond to shocks and 
limit the envelope for spending on critical 
public services, which tend to benefit 
poorer households more.  
 
 

Recent developments 
 
Myanmar’s economy is estimated to have 
grown by 1.7 percent in FY2020, a sharp 
slowing from 6.8 percent the previous 
year. In FY2021, the second wave of 
COVID-19 appears to have had a larger 
and longer-lasting economic impact than 
the first. Mobility indicators declined 
sharply in September and recovered only 
slowly, remaining significantly below pre-
pandemic levels in January 2021. The man-
ufacturing Purchasing Managers’ Index 
(PMI) indicated conditions worsened in 
each of the months from September 2020 

MYANMAR 

In February 2021, the military assumed 

power in Myanmar, and economic ac-

tivity has been heavily affected by pro-

tests, worker strikes, and military ac-

tions; reductions in mobility; and the 

ongoing disruption of critical public 

services in addition to banking, logis-

tics, and internet services. These im-

pacts have hit an economy already 

suffering from the pronounced second 

surge in COVID-19 cases that began in 

September 2020. As a result, poverty is 

likely to increase, and macro-fiscal and 

financial risks have risen sharply. 

FIGURE 1  Myanmar / Real GDP growth and contributions to 

real GDP growth by sector 

FIGURE 2  Myanmar / Manufacturing purchasing managers’ 

index (PMI) 

Sources: Ministry of Planning and Finance and World Bank staffs estimate. Sources: IHS Markit. 

Table 1 2020

Population, million 54.4

GDP, current US$ billion 79.9

GDP per capita, current US$ 1 468.5

Lower middle-income poverty rate ($3.2)
a 1 4.9

Upper middle-income poverty rate ($5.5)
a 54.3

School enro llment, primary (% gross)
b 1 1 2.3

Life expectancy at birth, years
b 66.9

(a) M ost recent value (2017), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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to February 2021. Financial vulnerabilities 
associated with outstanding loans have 
increased, and half of all firms reported 
cash flow shortages in December 2020. As 
of November, more than a third of house-
holds’ main earners had lost their jobs; of 
those still working, about half reported 
earning lower incomes. Workers in the 
transport and tourism sectors were hard-
est hit, with 60 percent not working. The 
agriculture sector has been more resilient, 
with far fewer workers experiencing a 
reduction in incomes.  
Economic policy measures cushioned 
some of the economic and social impacts 
of the pandemic, but were likely insuffi-
cient to prevent a substantial increase in 
poverty. These measures included cash 
and in-kind transfers to households, soft 
loans to affected businesses, capital spend-
ing, and tax breaks and deferrals. While 
cash assistance had reached almost half of 
all households by November, the transfers 
fell short of meeting needs and food secu-
rity remains a concern. The fiscal deficit 
widened to 6.5 percent of GDP in FY2020 
as public spending increased.  
The economic impacts of recent military 
actions and ongoing protests have been 
pronounced. The kyat has depreciated 
against the US dollar, and the prices of 

fuel and some other basic items have ris-
en. Banks have closed and internet and 
logistics services have also been severely 
disrupted. This has worsened the operat-
ing environment for businesses, which are 
struggling to make and receive payments, 
transport their goods to markets, and ac-
cess necessary inputs. Workplace mobility 
declined to around 60 percent below base-
line levels in mid-March (from around 25 
percent below baseline at the end of Janu-
ary). Several foreign investors are review-
ing their activities in Myanmar, and some 
have halted operations.  
 
 

Outlook 
 
The economic outlook is highly uncer-
tain, with a wide range of possible sce-
narios. Any future recovery in domestic 
activity will likely be contingent on a 
rebound in mobility and the restoration 
of key services. The trade and foreign 
investment outlook will depend on the 
reactions of international investors and 
governments. Moreover, the threat of 
COVID-19 will rise to the extent that do-
mestic efforts to tackle the pandemic con-
tinue to be interrupted. 

The second surge in COVID-19 cases was 
previously expected to lead to a continua-
tion of very modest (though still positive) 
growth in FY2021, but events unfolding 
since the beginning of February are likely 
to instead result in a substantial economic 
contraction this year. These more recent 
events will compound the existing welfare 
challenges faced by the poorest and most 
vulnerable, and will likely result in a 
sharp increase in poverty, heightened 
food security risks, and deeper destitution 
for those already poor. The success of the 
dry season harvest and farmers’ contin-
ued ability to trade will be critical for the 
large share of households relying on agri-
culture for all or part of their income. 
There is also the risk of significant impacts 
on the external and fiscal accounts. A 
sharp reduction in exports and/or foreign 
investment would put further pressure on 
the exchange rate and the balance of pay-
ments, with foreign exchange reserves – 
estimated at 4.7 months of imports as of 
September 2020 – providing a smaller 
than optimal buffer. Further declines in 
revenue collection would result in addi-
tional pressure on public finances, increas-
ing the fiscal deficit further, while a reali-
zation of financial risks could have signifi-
cant impacts on the real economy.  

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

2017 2018 2019 2020 e 2021 f

Real GDP growth, at constant market prices 5.8 6.4 6.8 1.7 -10.0

Real GDP growth, at constant factor prices 5.8 6.4 6.8 1.7 -10.0

Agriculture -1.5 0.1 1.6 1.2 -7.4

Industry 8.7 8.3 8.4 1.3 -10.3

Services 8.3 8.7 8.4 2.3 -11.1

Inflation (Consumer Price Index) 4.7 5.9 8.5 6.4 6.0

Current Account Balance (% of GDP) -6.5 -4.2 -2.6 -3.7 -5.4

Fiscal Balance (% of GDP)a -2.6 -2.9 -3.8 -6.5 -8.9

Public Sector Debt (% of GDP)a 38.4 40.3 38.8 40.6 51.6

Primary Balance (% of GDP)a -1.3 -1.4 -2.3 -4.8 -6.7

Lower middle-income poverty rate ($3.2 in 2011 PPP)b,c 14.9 13.0 11.2 10.9 14.3

Upper middle-income poverty rate ($5.5 in 2011 PPP)b,c 54.3 51.0 47.4 46.8 53.4

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Fiscal balances are reported in fiscal years (October 1st -September 30th).

(b) Calculations based on 2017-M LCS.Actual data: 2017. Nowcast: 2018-2021.

(c) Projection using neutral distribution (2017)  with pass-through = 0.7  based on GDP per capita in constant LCU. 



24 MPO Apr 21 

2020

Population, million

Federated States of M icronesia 0.1 11

Republic o f the M arshall Island 0.06

Palau 0.02

North Pacific 0.1 9

GDP, US$, billion

Federated States of M icronesia 0.40

Republic o f the M arshall Island 0.22

Palau 0.24

North Pacific 0.87

GDP per capita, current US$

Federated States of M icronesia 3523

Republic o f the M arshall Island 381 0

Palau 1 3550

North Pacific 4559

Sources: WDI, World Bank staff  est imates.

Table 1

Key conditions and 
challenges 

 
The region’s remoteness has helped the 
North Pacific countries avoid a COVID-
19 outbreak, but the prevention strategies 
have had severe economic consequences. 
Formal sector employment is estimated 
to have contracted by 5 to 14 percent 
across the three economies, and poverty 
is expected to have increased. Supported 
by the US, all three nations began their 
national vaccination programs in Decem-
ber/January. RMI and Palau are on track 
to vaccinate over 80 percent of their pop-
ulations by June 2021. In the short term, 
the key challenges facing the North Pa-
cific countries are: (i) the roll out of a 
COVID-19 vaccine, thus allowing for 
strict international border restrictions to 
be relaxed; and (ii) to support a sustaina-
ble and inclusive economic recovery 
while managing acute fiscal pressures 
(particularly for Palau).  
Over the medium term, the key challenge 
facing the region is the scheduled expiry 
of Compact-related grants and programs 
in 2023-2024. This poses a key structural 
risk to the long-term fiscal sustainability 
of all three nations, considering the lim-
ited space for additional debt. This has 
been exacerbated by the recent global fi-
nancial market volatility that have re-
duced the balances on the nations’ various 
trust funds—which are supposed to re-
place the expiring Compact-related fiscal 
transfers. In 2020 the three nations began 

negotiations with the US on amending 
their Compact agreements, but the details 
of the scope, size and duration of any 
amendment remain uncertain. Natural 
disasters pose a constant threat to liveli-
hoods, economic growth, and fiscal sus-
tainability. Sea level rise threatens the 
physical viability of numerous islands, 
particularly in RMI. Enhancing resilience 
to climate change and natural disasters is 
crucial to achieve sustainable improve-
ments in living standards and poverty 
reduction. Finally, the lack of recent 
household data in FSM and Palau poses a 
risk to policy making and makes it chal-
lenging to monitor development progress 
and impacts of shocks on the poor.  
 
 

Recent developments 
 
Prior to the pandemic, FSM and RMI had 
each registered five consecutive years of 
positive growth, and the longest period of 
sustained economic expansion since 2003. 
However, the economic impact of the 
pandemic is expected to have driven both 
economies into recession in FY20 with 
output contracting by around 1.5 percent 
in FSM and 4.5 percent in RMI, as strict 
border closures and related trade disrup-
tions have curtailed construction activity, 
transport and domestic consumption. In 
some cases, quarantine requirements 
have led to delays in goods, food and fuel 
imports—raising concerns of food short-
ages. Large parts of FSM and RMI gov-
ernment revenues have been relatively 
protected from the downturn in domestic 

FIGURE 1  North Pacific Islands / Formal sector employment 
(Index, 2014=100) 

FIGURE 2  North Pacific Islands / Overall fiscal balance 
(share of GDP) 

Sources: National sources via EconMap and World Bank projections. Sources: National sources via EconMap and World Bank projections. 

The economic impact of COVID-19 pushed 

the Federated States of Micronesia (FSM), 

Republic of the Marshall Islands (RMI) and 

Palau into recession in FY20. With borders 

expected to remain closed until at least mid-

2021, all three economies are projected to 

contract further in FY21. While large parts 

of government revenues are relatively pro-

tected from the economic downturn, sub-

stantial fiscal risks remain, including due to 

the scheduled expiry of Compact-related 

fiscal transfers from the US in 2023-2024.   
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activity—particularly donor grants and 
fishing revenues, which remained rela-
tively strong in FY20. Grants from the 
ADB and the U.S. (along with other part-
ners, including the World Bank)—
combined with substantial fiscal buffers 
in FSM—provided the fiscal space for 
economic and social stimulus packages of 
12 and 19 percent of GDP, while limiting 
the projected FY20 budget deficits to 1.5 
to 3 percent of GDP.  
In Palau, the pandemic represents an 
economic shock of unprecedented scale. 
The tourism industry (40 percent of GDP) 
is at standstill, trade flows are severely 
disrupted, and business activities have 
been curtailed. The economy entered the 
COVID-19 crisis on a weak footing, hav-
ing contracted by over 4 percent in FY19 
due to a fall in tourist arrivals. The gov-
ernment continued to implement its 
structural reform of the tourism sector 
away from a high-volume model and 
towards a high-quality model of sustain-
able ecotourism development. The col-
lapse in tourist arrivals is estimated to 
have resulted in a further 10 percent GDP 
contraction in FY20. A substantial fall in 
tax receipts, combined with required 

spending for the health sector and to 
support businesses and households, led 
to a deficit of over 6 percent of GDP in 
FY20. This has been financed by external 
borrowing, which raised public external 
debt to GDP to 42 percent. 
 
 

Outlook 
 
The economic impact of COVID-19 is pro-
jected to lead to further contractions in 
economic activity in all three countries in 
FY21. The economies of the FSM and RMI 
are projected to contract by a further 3.5 
percent and 1 percent, owing to very re-
strictive border and customs policies that 
are expected to be maintained until at least 
mid-2021. This will further depress tour-
ism receipts and restrict the entry of for-
eign workers and merchandise imports—
curtailing construction activity. The Pa-
lauan economy is expected to contract by a 
further 4 percent in FY21, as the nation’s 
strict arrivals policies are extended into 
2021, with tourism arrivals unlikely to 
recovery until FY22. Fiscal accounts are 
expected to return to surplus in FY21 in 

FSM and RMI, as foreign grant assistance 
and fishing receipts remain resilient, and 
stimulus spending is unwound. However, 
another large deficit is projected in Palau. 
This is expected to be financed by addi-
tional external borrowing, which is project-
ed to raise public external debt to GDP to 
over 53 percent. 
Poverty is expected to increase in the 
North Pacific. Economic contraction is 
expected to lead to additional formal-
sector job losses and lower demand for 
goods in the informal economy across the 
three countries. The severe impacts on 
economic activity and jobs is expected to 
have led to increased vulnerability for 
many Palauan households—particularly 
for the substantial non-resident popula-
tion that predominantly work in the tour-
ism sector. The RMI and FSM receive 
annual remittance inflows of around 14 
percent and 6 percent of GDP, respective-
ly. These flows are projected to decline 
due to the impacts of the pandemic on US 
labor market conditions. An economic 
rebound is projected in FY22 for all three 
nations—conditional on a recovery in the 
global economy and the easing of restric-
tive domestic arrivals policies. 

TABLE 2  North Pacific Islands / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 e 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices

Republic of the Marshall Islands 3.3 6.6 -4.5 -1.0 3.0 2.0

Federated States of Micronesia 0.2 1.2 -1.5 -3.5 2.5 1.0

Palau 4.1 -4.2 -10.0 -4.0 12.0 6.0

Sources: EconM AP, IM F, and World Bank.
e = estimate; f = forecast.
Note: Values for each country correspond to their fiscal years ending September 30.
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Key conditions and 
challenges 

 
The ongoing COVID-19 crisis is an unprec-
edented external shock for the economy, 
with negative fiscal implications, exposing 
the government’s low capacity to support 
the poor and vulnerable. The COVID-19 
crisis has come on top of boom and bust 
cycles in PNG driven by swings in the nat-
ural resource sector. These cycles have been 
exacerbated by sub-optimal fiscal and pub-
lic expenditure management as expendi-
ture goes up during booms, followed by 
busts when the boom ends. Pandemic-
related global and domestic travel re-
strictions have weakened external and do-
mestic demand and hit commodity prices. 
This has led to a sharp economic contrac-
tion, a sizable fiscal gap, and higher unem-
ployment and poverty, especially among 
women and the youth. 
From global as well as regional perspec-
tives, prevalence of extreme poverty in 
PNG is high. About 38 percent of the popu-
lation in 2010 (the latest household budget 
survey available) lived under the interna-
tional extreme poverty line of US$1.90 per 
day (2011 PPP terms). The national poverty 
rate was estimated at 39.9 percent of the 
population. This incidence of poverty is by 
far one of the highest rates in the East Asia 
and Pacific region. It is also higher than in 
many lower middle-income, resource-rich 
peer countries. Broadly consistent with the 
high proportion (87 percent) of the popula-
tion living in rural areas, almost 90 percent 

of the country’s poor are located in rural 
PNG and are more likely to be engaged in 
agricultural activities. 
 
 

Recent developments 
 
As a result of pandemic-related restrictions 
and weaker demand, it is estimated that 
real GDP contracted by 3.8 percent in 2020 
(compared to a pre-crisis projection of 2.9 
percent growth). The fiscal deficit widened 
to 8.1 percent of GDP (3 percentage points 
larger than the pre-crisis projection). Con-
sequently, the debt-to-GDP ratio surged to 
49 percent (9 percentage points higher 
than the pre-crisis projection). At the same 
time, unemployment increased, affecting 
the most vulnerable households, including 
women and the youth. On top of these 
new challenges, the government faced a 
political crisis at the end of the year, with a 
threatened no-confidence vote and delays 
in approving the 2021 National Budget. 
The impact of COVID-19 on livelihoods of 
the poor and vulnerable households was 
severe, according to a recent World Bank 
survey. Two rounds of a mobile phone 
survey (conducted in June and December 
2020) point to considerable impacts of the 
pandemic at the household level, particu-
larly the poorest segments of the society. In 
the June round, for the agricultural sector, 
where most of the poor work, nearly half of 
households reported projected declines in 
agricultural income for the current growing 
season. In terms of employment, about 25 
percent of those working at the pre-crisis 
baseline were no longer working during 

PAPUA NEW 
GUINEA 

FIGURE 1  Papua New Guinea / Real GDP growth and   
contributions to real GDP growth 

FIGURE 2  Papua New Guinea / Key fiscal and debt       
indicators 

Sources: World Bank staff estimates and forecast.  Sources: World Bank staff estimates and forecast. 

In 2020, Papua New Guinea faced three 

crises: the COVID-19 health emergen-

cy, an economic contraction, and politi-

cal turmoil. The economy contracted by 

3.8 percent in 2020 and is expected to 

rebound by 3.5 percent in 2021. Con-

sidering that the economy entered the 

COVID-19 crisis with a poor record of 

resilience to external shocks, strength-

ening macroeconomic management and 

accelerating structural reforms will be 

vital. Strengthening public institutions 

that deliver basic public services, espe-

cially during crises, is also important. 

Table 1 2020

Population, million 8.9

GDP, current US$ billion 23.6

GDP per capita, current US$ 2637

Poverty rate ($1.90/day 2011  PPP terms)
a 38.0

National poverty rate
a 39.9

Gini index
a 41 .9

Life expectancy at birth, years
b 64.3

(a) M ost recent value (2009/10). 

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

(b) M ost recent WDI value (2018).
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the week prior to data collection. Accord-
ing to the survey, the middle quintile of 
households, who represent the vulnerable 
and near poor households, were most im-
pacted by job losses. Preliminary analysis 
from the December survey shows a limited 
rebound for key sectors, but that this recov-
ery has been unequal, and many groups 
are at risk of falling further behind. 
In 2020, the government initiated an anti-
crisis program of about US$500 million 
(2.2 percent of GDP), comprising budget 
and off-budget funding. The lack of for-
mal safety net programs constrained gov-
ernment support to poor households. 
Cash constraints—due to reduced domes-
tic revenue and backloaded external sup-
port from development partners—slowed 
the implementation of health and econom-
ic relief measures initially. The govern-
ment focused on securing foreign grants 
and loan support and amended the Cen-
tral Banking Act to tap into domestically 
available funding at the Central Bank. 
Budget support provided by the Govern-
ment of Australia and the Asian Develop-
ment Bank led to an increase in interna-
tional reserves at the end of 2020, affecting 
the pace of exchange rate adjustment.  
 
 

Outlook 
 
Economic growth is expected to rebound 
to about 3.5 percent in 2021–22, but the 

economy will be 9 percent smaller in 2023 
compared to our pre-pandemic forecast. 
This outlook reflects both delays to forth-
coming resource projects and some level 
of “scarring” caused by pandemic-related 
disruptions, whereby the consequences of 
higher unemployment, falling incomes, 
and reduced economic activity impact 
future consumer spending and business 
investment. The outlook is expected to 
follow a shallow “U-shaped” recovery 
instead of a more rapid “V-shaped” 
bounce back. These forecasts are subject to 
a high level of uncertainty. They will de-
pend on the speed of both domestic and 
international vaccine rollouts, future lev-
els of demand for Papua New Guinea’s 
exports, and government efforts to im-
prove economic and fiscal resilience to 
external shocks. 
Risks to the outlook are firmly weighted 
to the downside. Although domestic 
GDP growth will resume in 2021, the 
growth rate may be volatile owing to 
external and domestic factors. If econom-
ic growth in PNG’s main trading part-
ners (Australia, China, and Japan) is be-
low expectations, demand for PNG’s key 
commodity exports may reduce. This 
would place downward pressure on the 
local currency, eroding external buffers. 
Commodity-price and natural-disaster 
shocks may continue to impact extractive 
sector performance, with negative impli-
cations for the rest of the economy. These 
developments would negatively impact 

resource revenue flows to Papua New 
Guinea’s external and fiscal accounts. 
Domestically, this volatility is subject to 
an uncertain performance by the coun-
try’s major (existing and new) resource 
projects. Potential delays in the imple-
mentation of new resource projects may 
also impact macroeconomic outcomes, 
affecting the underlying assumptions of 
the baseline scenario.  
Political risks to the outlook are high, ex-
acerbated by recent political turmoil. Suc-
cessful motions of no-confidence are rela-
tively frequent, and governing coalitions 
do not tend to be based on clear program-
matic policy platforms, so the policy envi-
ronment can be quite unpredictable. Alt-
hough the most recent motion of no-
confidence against the current govern-
ment failed to succeed, the political situa-
tion remains fluid. This political uncer-
tainty will remain until next elections to 
be held in June 2022, with certain risks to 
the negotiation process with current and 
potential investors and the overall busi-
ness sentiment in the country. 
For more inclusive and sustainable devel-
opment over the medium term, the au-
thorities will need to ensure that frontline 
health services continue to deliver during 
the crisis, introduce safety nets for the 
poor and vulnerable, support firms and 
employment in the informal sector, and 
strengthen the macroeconomic policy 
framework, including a renewed focus on 
fiscal consolidation.  

TABLE 2  Papua New Guinea / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018e 2019e 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices -0.3 5.9 -3.8 3.5 4.2 2.4

Resource sectora -3.7 9.3 -5.8 4.3 5.6 1.4

Non-resource economy 2.7 2.4 -0.2 1.1 2.0 2.5

Inflation (Consumer Price Index), period average 4.6 3.7 5.3 5.0 5.0 5.0

Current Account Balance (% of GDP) 23.5 22.2 23.8 14.5 9.3 3.8

Resource sectora 25.9 28.0 27.0 24.1 22.6 17.9

Non-resource economy -2.4 -5.7 -3.2 -9.6 -13.3 -14.1

Overall Fiscal Balance (% of GDP) -2.6 -5.0 -8.1 -7.3 -5.3 -3.2

Non-resource primary balance (% of non-extractive GDP) -2.7 -5.2 -8.0 -7.6 -5.5 -2.3

Public Debt, net (% of GDP) 36.6 39.5 49.0 52.2 53.3 54.3

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.

Notes: e =  estimate, f = forecast; (a) The resource sector comprises agriculture, forestry, fishing, mining, quarrying, petro leum and gas production and related construction.
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Table 1 2020

Population, million 1 09.6

GDP, current US$ billion 362.4

GDP per capita, current US$ 3307.4

International poverty rate ($1.9)
a 2.7

Lower middle-income poverty rate ($3.2)
a 1 7.0

Upper middle-income poverty rate ($5.5)
a 46.9

Gini index
a 42.3

School enro llment, primary (% gross)
b 1 01 .9

Life expectancy at birth, years
b 71 .1

(a) M ost recent value (2018), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Prior to the pandemic, strong domestic 
demand and a commitment to structural 
reforms led to an acceleration of inclusive 
growth.  Growth rose to an annual aver-
age of 6.4 percent in 2010-2019 from 4.5 
percent in 2000-2009, anchored on sound 
macroeconomic fundamentals and a sup-
portive policy environment. In recent 
years, the government increased spending 
on human and physical capital to 9.1 per-
cent of GDP in 2019 from 5.7 percent in 
2010 and pursued a medium-term struc-
tural reform agenda to increase competi-
tion and foster competitiveness. This peri-
od of sustained growth led to significant 
job creation that reduced unemployment 
and underemployment to their lowest 
levels in over a decade. Rising real wages, 
social protection programs, and increased 
wage employment boosted household 
incomes. As a result, the national poverty 
rate declined from 23.5 percent in 2015 to 
16.7 percent in 2018.  
The COVID-19 pandemic and natural 
disasters halted the growth momentum 
in 2020, setting back  gains in poverty 
reduction. The country’s main challenge 
now is to jumpstart economic recovery, 
balancing policy priorities between short
-term stability and medium-term reform 
program. While the Philippines has 
managed to reduce the average daily 
cases over the past six months, strong 
containment measures led to depressed 

economic activity, amplifying existing 
economic and social vulnerabilities. A 
recent surge in cases in early-March 
threatens to delay a further reopening of 
the economy. In January, food supply 
challenges pushed inflation to its highest 
level in two years, further exacerbating 
the loss of incomes caused by COVID. The 
government is faced with the challenge of 
supporting economic recovery under lim-
ited fiscal space. To maximize gains from 
fiscal support, the government has to im-
prove spending efficiency and ensure well
-targeted and timely policy interventions, 
while remaining committed to its ongoing 
structural reform agenda.  
 
 

Recent developments 
 
The Philippines recorded its worst reces-
sion in post-war history as the economy 
contracted by 9.5 percent in 2020. The 
quadruple shock of a health crisis, con-
tainment measures, a global recession, 
and natural disasters resulted in a steep 
drop in activity. These natural disasters 
involved a volcanic eruption in early 
2020, and damaging typhoons in the 
fourth quarter. Private investment fell 
sharply amid uncertainty and an erosion 
in business confidence. Private consump-
tion posted its worst contraction on rec-
ord due to the fall in employment and 
incomes. Meanwhile, trade disruptions, 
border closures, and a weak external en-
vironment resulted in the contraction in 
external trade. Government consumption 
was the main growth driver, as public 

PHILIPPINES 

The economy contracted by 9.5 percent 

in 2020, due to the impact of the pan-

demic, strict containment measures, and 

natural disasters. The authorities re-

sponded by increasing public spending 

including on social transfers and by pur-

suing an accommodative monetary poli-

cy. However, the loss of income has re-

versed some of the gains in poverty re-

duction. Economic growth is expected to 

recover in the medium term, alongside 

the improvement in the external environ-

ment and the return of domestic activity.  

FIGURE 1  Philippines / Real GDP growth and contributions 

to real GDP growth  

FIGURE 2  Philippines / Actual and projected poverty rates 

and real GDP per capita 

Sources: Philippine Statistics Authority. Sources: World Bank. Notes: see Table 2.  
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spending ramped up to mitigate the im-
pact of the pandemic. 
The fiscal deficit rose to 7.6 percent of 
GDP in 2020, driven by a sharp decline in 
tax revenues amid the recession. Public 
spending increased by 11.3 percent fueled 
by efforts to contain the impacts of the 
crisis, including the expansion of social 
protection programs. As a result, national 
government debt increased to 54.5 percent 
of GDP in 2020, the highest since 2006. 
The monetary authority pursued an ac-
commodative stance, reducing the key 
policy rate from 3.75 percent to 2.0 percent 
in 2020. It maintained the key rate at 2.0 
percent in early 2021 despite headline 
inflation breaching the inflation target 
range in January.  
Around 25 percent of household heads 
who were working before the pandemic 
lost their jobs by August 2020 according to 
the High Frequency Household Survey 
(HFS). Construction and accommodation 
services saw the highest job losses. 
Among those who continued working, 
about half experienced reduced income. 
As restrictions were eased by December, 
unemployment dropped to nearly half of 
the level at the nadir of the crisis. The sec-
ond round of the HFS shows that house-
hold heads are returning to work, but 
incomes are recovering at a slower pace. 

Households still report significant con-
cerns with food insecurity. 
 
 

Outlook 
 
The economy is projected to grow over 
the three-year forecast horizon. The 
growth trajectory hinges on the return of 
domestic activities conditional on the 
loosening of movement restrictions and 
the delivery of mass vaccination. Growth 
will also be supported by an improving 
external environment.  In 2021, public 
investment is expected to ramp up, 
while private investment remains tepid 
due to subdued lending and elevated 
uncertainty. Private consumption will 
gradually recover as remittances return 
and employment slowly improves, alt-
hough it may face weakness in the first 
quarter amid higher inflation. External 
demand is expected to improve with the 
recovery of trading partners. Finally, 
base effect will prop growth up in 2021. 
Growth is expected to accelerate into 
2022-23 as mass vaccination progresses, 
the election fuels activities, and global 
conditions further improve.  
Despite the government’s efforts to miti-
gate the negative effects of the pandemic 

on poor and vulnerable households, the 
poverty incidence is estimated to increase 
by around 1.4 percentage points between 
2018 and 2020 ( based on the lower mid-
dle-income poverty line of 3.2 dollars a 
day, 2011 PPP). If wage and nonfarm em-
ployment increase with GDP growth and 
inflation is stable, the poverty rate will 
likely decline back to its 2018 level by 
2021 and maintain a downward trend 
through 2022.  
The most significant downside risk is the 
resurgence of COVID-19 infections, 
which may lead to stricter containment 
measures. Without an effective mass 
vaccination program, consumer confi-
dence will return sluggishly and prolong 
the weak domestic activities. This, in 
turn, may suppress public revenues and 
limit the fiscal space to support growth. 
Financial risks could increase as borrow-
ers in the most affected sectors face re-
payment challenges. Institutional chang-
es in 2022 including the administration 
change and the implementation of the 
Mandanas ruling, which increases un-
conditional block grant transfers to local 
government units, raise risks associated 
with the transition. Still, a key upside 
risk is the U.S. fiscal stimulus which can 
have positive spillover effect on the do-
mestic economy.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 6.3 6.0 -9.5 5.5 6.3 6.2

Private Consumption 5.8 5.9 -7.9 6.0 6.2 5.9

Government Consumptiona 13.4 9.6 10.4 7.5 10.5 10.1

Gross Fixed Capital Investment 12.9 3.9 -27.5 27.9 16.7 12.8

Exports, Goods and Services 11.8 2.4 -16.7 13.9 12.7 10.6

Imports, Goods and Services 14.6 1.8 -21.9 28.2 18.7 14.1

Real GDP growth, at constant factor prices 6.3 6.0 -9.5 5.5 6.3 6.2

Agriculture 1.1 1.2 -0.2 1.8 1.6 1.6

Industry 7.3 4.7 -13.1 7.2 6.5 6.6

Services 6.7 7.5 -9.1 5.3 7.0 6.8

Inflation (Consumer Price Index) 5.2 2.5 2.6 3.9 3.2 3.0

Current Account Balance (% of GDP) -2.6 -0.9 3.2 1.2 -0.8 -1.4

Net Foreign Direct Investment (% of GDP) 2.9 2.0 1.7 1.9 2.2 2.5

Fiscal Balance (% of GDP) -3.1 -3.4 -7.6 -7.2 -5.9 -5.2

General Government Debt (% of GDP) 34.4 34.1 49.0 53.4 54.6 54.5

Primary Balance (% of GDP) -1.1 -1.6 -5.5 -4.5 -3.0 -2.3

International poverty rate ($1.9 in 2011 PPP)b,c 2.7 2.3 3.1 2.7 2.3 2.0

Lower middle-income poverty rate ($3.2 in 2011 PPP)b,c 17.0 15.8 18.5 17.3 15.9 14.7

Upper middle-income poverty rate ($5.5 in 2011 PPP)b,c 46.9 45.6 48.5 47.4 46.0 44.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) The implementation of the salary standardization law and the expected increase in public wages and operating costs due to the upcoming national election deviated

the government consumption growth from its expected downward trajectory in 2022-2023.

(b) Calculations based on EAPPOV harmonization, using 2006-FIES and 2018-FIES.Actual data: 2018. Nowcast: 2019-2020. Forecast are from 2021 to 2023.

(c) Projection using annualized elasticity (2006-2018). 
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Key conditions and 
challenges 

 
Solomon Islands is a small, remote archi-
pelago that faces a unique set of develop-
ment challenges, characterized by eco-
nomic geography and state fragility. A 
population dispersed across a vast territo-
ry complicates access to basic public ser-
vices. Relatedly, the smallness and disper-
sion make public service delivery and the 
provision of infrastructure disproportion-
ally costly. A small domestic economy, 
internal division and remoteness from 
large export markets limit private sector 
development and international trade. Fur-
thermore, natural disasters and the im-
pacts from climate change pose a continu-
ous threat to sustainable development. 
Limited state capacity and political econo-
my dynamics tend to constrain the design 
and implementation of effective public 
policies. Finally, the country’s dependence 
on the logging industry points to the need 
for economic diversification. The Solomon 
Islands’ unique geographic and institu-
tional features, however, limit the possi-
bilities to diversify its economy. 
The more immediate risk factors and chal-
lenges relate to COVID-19 and the need to 
support economic recovery. Further en-
hancing health sector preparedness and 
preventing community transmission of 
COVID-19 are of crucial importance. 
While a domestic outbreak would have 
substantial implications, the border re-
strictions in place continue to constrain 

economic activity and affect livelihoods. 
Relaxing the current prevention measures 
will depend on the vaccination roll-out, 
which generally has been slower than 
anticipated. Based on current projections 
for vaccine roll-out and the resumption of 
international travel, economic activity is 
likely to be hampered for most of 2021. 
Given these conditions, a concerted effort 
by multiple stakeholders is required to 
support economic recovery and poverty 
reduction. Effective policy measures, 
strong social protection programs and 
labor-intensive public investment projects 
are important components to stimulate 
growth. At the same time there is a need 
to maintain macroeconomic and fiscal 
sustainability, guarantee sound public 
financial management while taking into 
account the country’s fragile context. A 
rise in export commodity prices and 
strong external demand from main trad-
ing partners may support the country’s 
economic recovery. 
 
 

Recent developments 
 
Due to the impacts of COVID-19, the 
economy is estimated to contract by 5 per-
cent in 2020. Border disruptions, weak 
external demand and precautionary 
health measures led to a significant drop 
in primary sector production, including in 
fishing and logging. Furthermore, the lack 
of international visitor arrivals impacted 
the tourism sector. Visitor arrivals 
dropped from 8,891 in third quarter of 
2019 to 96 in the third quarter of 2020. 

FIGURE 1  Solomon Islands / Real GDP  FIGURE 2  Solomon Islands / Fiscal indicators  

Sources: World Bank staff estimates. Sources: World Bank staff estimates. 

A timid, but uncertain, economic rebound 

is expected in 2021. The economic stimu-

lus package, infrastructure projects and 

strengthened external demand should 

contribute to economic growth. A full, 

post-pandemic recovery is only expected 

in the medium term. Several downside 

risks threaten the growth outlook, includ-

ing reduced logging output, prolonged 

travel restrictions and investment delays. 

A strong policy response from the Gov-

ernment is needed to sustain livelihoods, 

support economic growth and maintain 

macroeconomic and fiscal sustainability.  

Table 1 2020

Population, million 0.7

GDP, current US$ billion 1 .5

GDP per capita, current US$ 231 7

National basic needs poverty rate (%)
a 1 2.7

School enro llment, primary (% gross)
b 1 1 2.6

Life expectancy at birth, years
a 72.6

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

(b) M ost recent WDI value (2017).

(a)Solomon Islands National Stat ist ics Off ice. M ost recent 

value (2013).
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Large, donor-funded infrastructure pro-
jects were delayed due to travel re-
strictions, therefore dampening construc-
tion activity. 
Leading indicators, however, suggest an 
economic rebound in the last quarter of 
2020. The Central Bank’s production in-
dex improved to 81 points in December 
2020, up from 65 points in October 2020. 
Higher output in round logs and fishing 
are the main drivers of the increased eco-
nomic activity. Furthermore, international 
prices for all export commodities trended 
higher in December, most notably palm 
oil (6 percent) and fish (5 percent), and to 
a lesser extent round logs (1 percent). 
Improved terms of trade for commodity 
exporters may generate positive con-
sumption effects. 
The current account deficit is expected to 
reach 4 percent of GDP in 2020. Declining 
imports – especially fuel, machineries and 
transport equipment – were more than 
offset by a fall in exports, especially in fish 
and minerals. The deficit on the current 
account is offset, however, by large for-
eign aid inflows. As a result, foreign re-
serves covered 13.3 months of imports at 
December 2020.  
Revised fiscal estimates indicate a fiscal 
deficit of 6 percent of GDP in 2020, fi-
nanced by budget support loans, a com-
plete drawdown on the cash buffers and 
the issuance of a domestic bond. The 
government also built up significant do-
mestic payment arrears – estimated 3 
percent of GDP, with payments mostly 
due to SMEs. To provide fiscal stimulus 
to the economy, the Government 
launched an economic stimulus package 
(ESP) in May 2020, totaling about 2.7 
percent of GDP. The roll-out of important 

ESP components was delayed, however, 
with certain recovery payments only 
being disbursed in the last quarter of 
2020. Furthermore, at the end of 2020, the 
Government made public its Policy Redi-
rection, a strategy to focus on economic 
recovery and to safeguard the population 
from the COVID-19 pandemic.  
A June 2020 mobile phone survey indi-
cates that the pandemic is taking a toll on 
livelihoods. Survey results showed net 
employment loss of between 7 and 11 per-
cent from Jan 2020 to June 2020 which was 
more likely to impact women. Of those 
still working in June, just over half were 
earning the same as pre-crisis levels and 
one-third were working for less or not 
being paid at all. Also, 57 percent of re-
spondents reduced food consumption and 
27 percent had increased their household 
debt by delaying loan repayments or mak-
ing purchases on credit. The findings thus 
suggest that near poor households may 
have been made more vulnerable to fall-
ing into poverty.  
 
 

Outlook 
 
The near-term outlook remains highly 
uncertain and depends on the evolution of 
the pandemic and policy effectiveness in 
supporting economic recovery. Assuming 
that travel restrictions begin to ease in late 
2021, the economy is expected to grow 
this year with 2 percent. A further imple-
mentation of the economic stimulus pack-
age, the initiation of important infrastruc-
ture projects and strengthened external 
demand for export commodities should 
contribute to economic growth. Later 

years of the projection period may see a 
full post-pandemic recovery, partly driven 
by the economic effects of the 2023 Pacific 
Games. There are, however, several 
downside risks to the outlook. A local 
COVID-19 outbreak, social unrest, ineffec-
tive policy implementation, investment 
delays, financial sector stress, reduced 
logging output, prolonged travel re-
strictions or a severe natural disaster 
could all hurt economic growth. 
The current account deficit is expected to 
remain elevated over the medium-term, as 
the recovery in primary exports is offset 
by higher imports for infrastructure pro-
jects once COVID-related restrictions are 
eased. The deficit will be financed through 
current and capital transfers, foreign di-
rect investment and highly concessional 
project lending. As a result, foreign re-
serves are expected to cover more than 6 
months of imports by 2023. 
For 2021, an overall deficit of 3 percent of 
GDP is expected. Revenue is budgeted to 
remain flat. While inland revenues are 
projected to increase compared to 2020, 
customs and excise revenues are estimated 
to decline due to reduced log exports. 
Overall expenditure is expected to drop by 
8.6 percent in 2021. The Solomon Islands 
Government is planning to contain recur-
rent expenditure – including a civil service 
hiring freeze, but increase capital spending 
in 2021. In the medium term, revenue is 
projected to recover, driven by economic 
growth and a series of tax reforms. To sup-
port economic recovery and finance the 
large infrastructure pipeline, expenditures 
are also expected to rise over the projection 
period. Therefore, it will be critical for the 
Solomon Islands Government to carefully 
manage its public finances.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.9 1.2 -5.0 2.0 4.5 4.3

Inflation (Consumer Price Index end of period) 3.9 2.8 3.0 3.5 3.4 3.8

Balance of Payments

Current account balance (% of GDP) -3.0 -9.6 -4.0 -16.4 -13.3 -11.9

Fiscal Balance (% of GDP) 1.4 -1.2 -6.0 -3.0 -3.6 -3.7

External Debt (% of GDP) 8.2 10.0 13.5 15.5 17.6 19.9

Source: World Bank and International M onetary Fund staff estimates. 
Notes: e =  estimate, f = forecast.
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2020

Population, million

Samoa 0.20

Tonga 0.1 0

Vanuatu 0.30

GDP, US$, billion

Samoa 0.85

Tonga 0.48

Vanuatu 0.92

GDP per capita, current US$

Samoa 431 6

Tonga 4621

Vanuatu 3052

Sources: WDI, World Bank staff  est imates.

Table 1

Key conditions and 
challenges 

 
For each of these small South Pacific na-
tions, natural disasters and external shocks 
pose a constant threat to livelihoods, eco-
nomic growth, and fiscal sustainability. 
Enhancing resilience to external shocks is 
crucial to support long-run growth and 
achieve sustainable improvements in liv-
ing standards and poverty reduction. The 
economic outlook hinges on how quickly 
and effectively the three nations can obtain 
and roll out a COVID-19 vaccine, thus 
allowing for strict international border 
restrictions to be relaxed. A domestic out-
break of COVID-19 would have severe 
ramifications, but economic activity will be 
constrained for as long as international 
travel restrictions remain in place. Based 
on current projections for vaccine roll out 
and the recovery in international travel, 
economic activity across the three coun-
tries may remain depressed for another six 
to 12 months. This creates significant po-
tential for scarring effects in the longer 
term—particularly in the tourism sector—
as lost firms and jobs create adverse struc-
tural changes to the economy that are not 
reversed when aggregate demand recov-
ers. The economic shocks and slow recov-
ery also greatly increase the risk of poverty 
for much of the population, particularly as 
households deplete savings and assets to 
cope with lost incomes. 
The main immediate challenges are to con-
tinue to enhance health sector preparedness 

and remain free of COVID-19. Over the 
coming months and years, the key chal-
lenge will be to catalyze a sustainable 
and inclusive economic recovery, and at 
the same time maintain macroeconomic 
sustainability in the face of several com-
peting pressures. With limited fiscal 
space and low capacity to carry debt, 
governments need to prioritize strategic 
measures that lay the foundation for the 
economic recovery, while also support-
ing livelihoods for the Bottom 40 percent 
of households. In Tonga and Vanuatu, 
governments should carefully prioritize 
cyclone reconstruction and development 
spending, mindful of budget and local 
capacity constraints.  
 
 

Recent developments 
 
Leading indicators suggest that the eco-
nomic contraction in the South Pacific 
countries may be less severe than previous-
ly projected. Nevertheless, the combined 
effects of the dual crises represent a major 
economic shock to Tonga and Vanuatu.  
In Samoa, travel restrictions imposed in 
March 2020 resulted in a substantial re-
duction in tourism activity in late FY20 
(July 2019 – June 2020). Economic activity 
was also adversely affected by declines in 
construction activity and goods exports, 
although remittances remained resilient. 
These impacts resulted in the economy 
contracting by 3.5 percent in FY20, com-
pared with the prior forecast of 4 percent 
growth. Of the 7.5 percentage point drop, 
5 percentage points is attributable to the 

FIGURE 1  South Pacific Islands / Overall fiscal balance FIGURE 2  South Pacific Islands / Public and publicly  
guaranteed external debt  

Sources: National sources and World Bank projections. Sources: National sources and World Bank projections.  

The economies of Samoa, Tonga, and Vanua-

tu have been impacted by a range of natural 

disasters and adverse shocks over the past 

year. Ongoing strict international travel 

restrictions related to COVID-19 have had 

severe effects on tourism-related activity and 

employment. In addition, Tropical Cyclone 

Harold struck Tonga and Vanuatu in April 

2020. Governments need to maintain macro-

economic sustainability while enhancing 

health system capacity for COVID-19 vac-

cine rollout, continuing reconstruction activ-

ities and prioritizing measures that lay the 

foundation for the economic recovery.  
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decline in tourism, 2 percentage points 
to the impact of the measles that struck 
the country in December 2019, and 1.5 
percentage points to other COVID-19 
impacts. These impacts were partially 
offset by support from fiscal stimulus 
which is estimated to have contributed 1 
percentage point to growth. The fiscal 
surplus increased as additional donor 
grants to support crisis response more 
than offset falls in domestic revenues 
and additional spending.  
In Tonga, the dual shocks of COVID-19 
and Tropical Cyclone (TC) Harold are esti-
mated to have caused the economy to con-
tract by 1.5 percent in FY20 due primarily 
to the sharp slowdown in the tourism, 
hospitality, retail, and construction sectors. 
These twin shocks increased the risk of 
falling into poverty for many households, 
from a combination of increased unem-
ployment and loss or damage of assets. 
The sharp economic slowdown put pres-
sure on both the fiscal accounts and bal-
ance of payments. However, these pres-
sures were more than offset by substantial 
additional development partners grants to 
support crisis recovery. 
 In Vanuatu, GDP is estimated to have 
shrunk by 10 percent in 2020 due to the 
impacts of COVID-19 and TC Harold. 
International tourism continues to be at 
a standstill. As a result, tourism-related 
employment dropped by an estimated 
64 percent. The fiscal deficit for 2020 is 
estimated at 3.7 percent of GDP, with 

additional COVID-19 and TC Harold-
related spending somewhat offset by 
higher than expected revenues from the 
country’s Economic Citizenship Pro-
gram (ECP). On the external accounts, 
lower remittances and tourism inflows 
are offset by increased aid flows and 
receipts from the ECP. 
 
 

Outlook 
 
The near-term outlook for all three coun-
tries remains dependent on the duration 
of COVID-19 related travel restrictions, 
and whether the countries continues to 
remain free of the virus. Current projec-
tions assume that travel restrictions begin 
to ease in early 2022. There remain down-
side risks to the economic outlook to the 
extent that the recovery from COVID-19 
and TC Harold is slower than expected.  
In Samoa, GDP is expected to contract by 
a further 7.7 percent in FY21, before recov-
ering in FY22 and FY23. Lower interna-
tional tourism would cause GDP to con-
tract by a further 9.5 percent in FY21. Ad-
ditional negative effects on the construc-
tion sector, goods exports, remittances and 
commercial activity would also have a 
contractionary impact. These effects 
would be partially offset by the effects of 
government stimulus packages, the efforts 
of the tourism industry to reorient toward 
domestic tourism and hospitality, and the 

reallocation of hospitality workers and 
assets toward other productive activities, 
including agriculture. Fiscal deficits aver-
aging 1.5 percent of GDP are projected 
over the period FY21 to FY23.  
In Tonga, GDP is expected to contract by 
a further 3 percent in FY21, before recov-
ering to average 2.5 percent in FY22 and 
FY23 due to the gradual increase in tourist 
arrivals, combined with a recovery in agri-
culture production and construction activ-
ity. A fiscal deficit of over 5 percent of 
GDP is projected for FY21, due to lower 
domestic revenues and increased spend-
ing for health sector preparedness, cy-
clone recovery and economic and social 
stimulus measures. Nonetheless, the fiscal 
accounts are projected to return to surplus 
over the projection period as domestic 
revenues recover and stimulus spending 
is unwound. 
In Vanuatu, GDP is projected to grow by 
4 percent in 2021. The economic effects of 
the stimulus package, increased construc-
tion activity and growing domestic tour-
ism demand are expected to lift the econo-
my. Due to increased recovery and infra-
structure spending a fiscal deficit of 5 per-
cent is projected in 2021. Continued bor-
der restrictions are estimated to negatively 
impact the current account in 2021. The 
fiscal and external accounts are expected 
to remain negative in the later years of the 
projection period. As economic growth is 
estimated to slow down in 2022 and 2023, 
public debt is projected to increase. 

TABLE 2  South Pacific Islands / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices

Samoa -2.2 3.5 -3.5 -7.7 5.6 4.9

Tonga 0.3 0.7 -1.5 -3.0 2.3 2.8

Vanuatu 2.8 3.0 -10.0 4.0 3.9 3.3

Note : Financial years for Samoa and Tonga are Jul - Jun, for Vanuatu is Jan - Dec. e= estimate, f=forecast

Source: World Bank and IM F.
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Key conditions and 
challenges 
 
COVID-19 struck an economy already 
suffering from several structural weakness-
es, including a slowdown in productivity 
growth, a prevalence of informal, low-
quality jobs, declining labor force participa-
tion, and a rapidly aging workforce. While 
the spread of COVID-19 was successfully 
contained within Thailand’s borders for 
most of 2020, the economic impact has been 
pronounced. Weak global demand, a near 
cessation of international tourist arrivals, 
and domestic mobility restrictions have 
depressed goods and services exports and 
private consumption. Private investment 
has also declined amid continued uncer-
tainty around the medium-term outlook for 
exports and growth. The resurgence of new 
COVID-19 cases that began in December 
2020 has demonstrated the ongoing eco-
nomic risks posed by the pandemic. 
The government has approved a substan-
tial package of fiscal and financial re-
sponses to COVID-19, including cash 
handouts, economic and social rehabilita-
tion measures, and support for small and 
medium enterprises. Overall, Thailand 
has performed relatively well in terms of 
the scale, speed, and targeting of its re-
sponse. But the timely, effective imple-
mentation of these measures – combined 
with progress on vaccine procurement 
and distribution – remains critical to pro-
mote economic activity and protect vul-
nerable households. 

Raising productivity growth and address-
ing labor market challenges will be neces-
sary to secure economic recovery over the 
medium and long-term. COVID-19 has 
exacerbated several of these challenges, 
including by encouraging workers to 
move into agriculture from higher-
productivity sectors, reversing previous 
gains in structural transformation. To 
promote a sustainable recovery, workers 
need to be provided with the skills neces-
sary to move into higher-productivity 
activities, in line with the needs of em-
ployers. Concurrently, fostering competi-
tion can support job creation in higher 
value-added sectors.  
 
 

Recent developments 
 
The economy contracted by 4.2 percent 
(yoy) in 2020 Q4, a smaller fall than the 
6.4 percent contraction in Q3, due to a 
pick-up in private consumption and sup-
port from government stimulus. Howev-
er, exports of goods and services re-
mained weak, with services exports fall-
ing by -74.8 percent (yoy) in Q4 as inter-
national tourist arrivals continued to be 
negligible. The current account balance 
turned negative at -0.8 percent of GDP in 
Q4. While the restrictions imposed in 
response to the second wave of COVID-
19 have been relatively mild, there is like-
ly to have been a negative impact on con-
sumer spending in early 2021.  
The fiscal deficit widened sharply in FY2020 
(year ended September) as government 
ramped up COVID-19 related spending as 

THAILAND 

The economy contracted by 6.1 percent 

in 2020 amid the COVID-19 outbreak, 

its worst contraction since the Asian 

Financial Crisis. The recovery is ex-

pected to be protracted and uncertain 

as the economy is projected to return to 

the pre-COVID-19 output level in 

2022. Despite relative success in con-

taining the virus, Thailand’s openness 

to trade and tourism has resulted in 

significant and negative impact on the 

poor as well as informal workers. 

FIGURE 1  Thailand / Real GDP growth and contributions to 

real GDP growth 

FIGURE 2  Thailand / Actual and projected poverty rates and 

real GDP per capita 

Sources: World Bank staff calculations and NESDC. Sources: World Bank. Notes: see Table 2. 

Table 1 2020

Population, million 69.8

GDP, current US$ billion 493.4

GDP per capita, current US$ 7069.0

Upper middle-income poverty rate ($5.5)
a 6.2

Gini index
a 34.9

School enro llment, primary (% gross)
b 1 01 .1

Life expectancy at birth, years
b 76.9

(a) M ost recent value (2019), 2011 PPPs.

(b) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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part of the approved COVID-19 fiscal pack-
age (equivalent to 6 percent of GDP). As a 
result, public debt has increased to 52 per-
cent at December 2020, up from 41 percent a 
year earlier, though Thailand’s sovereign 
credit ratings remained unchanged (e.g. 
Moody’s: Baa1). The authorities continue to 
implement the remainder of the COVID-19 
response package (equivalent to 3.8 percent 
of GDP), with another round of cash trans-
fers for vulnerable households being de-
ployed from February to May 2021. These 
measures aim to reach 31 million informal 
workers and 9 million formal workers, and 
amount to 1.6 percent of GDP. The Bank of 
Thailand has extended its debt repayment 
and interest reduction measures until June 
2021 to help liquidity-constrained debtors.  
From 2018 to 2019, the poverty rate 
dropped from 8.4 to 6.2 percent (based on 
the upper middle-income poverty line of 
5.5 dollars a day, 2011 PPP). Inequality 
(Gini index) also declined from 36.5 to 35 
percent. These declines were mostly driv-
en by social assistance programs, espe-
cially the expansion of the state welfare 
card programs. However, the COVID-19 
crisis is likely to have reversed part of 
these recent gains with informal sector 

workers and low-income households be-
ing the hardest hit. 
 
 

Outlook 
 
The economy is expected to recover grad-
ually over the next two years, but the 
outlook remains highly uncertain. 
Growth is projected to rebound to 3.4 
percent in 2021 and pick up further to 4.7 
percent in 2022, at which point output is 
projected to return to its pre-pandemic 
2019 level. Assuming that the recent out-
break is successfully contained, and vac-
cine distribution proceeds as planned, 
domestic activity is expected to recover in 
2022. In this context, domestic mobility 
gradually will return to pre-pandemic 
levels while fiscal policy remains support-
ive. However, external demand will re-
cover slowly, reflecting only a modest 
recovery in global goods trade and for-
eign tourism. Foreign tourism will in-
crease in 2022 when borders are assumed 
to gradually reopen. 
Poverty incidence is estimated to have 
increased by around 0.9 percentage points 

in 2020, pushing approximately one mil-
lion additional people into poverty. In the 
baseline scenario of protracted recovery, 
the poverty rate will maintain a down-
ward trend before reaching its 2019 level 
by 2022. Addressing deep-rooted chal-
lenges pre-COVID-19 would help a faster 
decline in poverty. 
With COVID-19 cases still rising globally, 
risks to the outlook are skewed to the 
downside. The recovery could be slow and 
start-stop in nature if the government is 
forced to reimpose stringent lockdowns, if 
vaccine distribution and production is slow-
er than anticipated, or if global activity re-
mains weak. Relatedly, the recovery of the 
tourism sector will depend on when inter-
national borders reopen, and whether hesi-
tation to travel internationally persists.  
Prolonged political unrest could under-
mine consumer and business confidence, 
hindering the economic recovery. It will 
also distract attention from the critical 
policy reforms needed to support recov-
ery and bolster long-term growth. The 
premature removal of fiscal and financial 
relief could disrupt Thailand’s recovery, 
even if the pandemic remains successfully 
controlled in the coming months. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 4.1 2.4 -6.1 3.4 4.7 3.9

Private Consumption 4.6 4.5 -1.0 2.6 3.3 3.3

Government Consumption 1.8 -1.7 2.7 3.4 2.3 2.0

Gross Fixed Capital Investment 5.4 3.3 -4.3 4.8 2.2 2.5

Exports, Goods and Services 3.3 -2.6 -18.6 4.4 10.1 6.3

Imports, Goods and Services 8.3 -4.4 -15.7 4.5 7.5 5.0

Real GDP growth, at constant factor prices 4.2 2.4 -6.0 3.5 4.7 3.9

Agriculture 5.0 2.0 -2.1 1.2 1.2 1.2

Industry 2.7 2.6 -7.2 4.2 3.9 3.9

Services 5.0 2.3 -5.6 3.3 5.6 4.2

Inflation (Consumer Price Index) 1.1 1.1 -0.9 1.0 1.1 1.3

Current Account Balance (% of GDP) 6.5 5.0 1.0 1.5 3.8 6.2

Net Foreign Direct Investment (% of GDP) -0.2 0.1 0.2 0.5 0.5 0.4

Fiscal Balance (% of GDP) -0.7 -1.1 -5.9 -6.5 -3.1 -2.6

Debt (% of GDP) 42.2 42.5 51.1 54.4 53.4 52.3

Primary Balance (% of GDP) 0.3 -0.1 -4.7 -5.3 -2.0 -1.6

International poverty rate ($1.9 in 2011 PPP)a,b 0.0 0.1 0.1 0.1 0.1 0.1

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 0.5 0.3 0.4 0.4 0.3 0.3

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 8.4 6.2 7.1 6.6 5.9 5.4

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on EAPPOV harmonization, using 2014-SES and 2019-SES.Actual data: 2019. Nowcast: 2020. Forecast are from 2021 to 2023.

(b) Projection using annualized elasticity (2014-2019)   with pass-through = 0.7 based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Fiscal policy remains the key driver of 
economic activity, but its inability to ease 
structural constraints has led to a steady 
growth deceleration since 2008. Public 
spending levels have been among the 
highest in the world, averaging 86 percent 
of GDP in 2008-2020. However, production 
has struggled to absorb additional de-
mand, which has mainly leaked into im-
ports. Private investment is also low, at 
about 4 percent of GDP. Given the very 
large fiscal deficits and the finite nature of 
petroleum resources, it is vital to secure 
fiscal sustainability to avoid an agonising 
fiscal adjustment with damaging socio-
economic consequences. Large trade defi-
cits have also been financed by withdraw-
als from the Petroleum Fund – through 
divestments in foreign assets – but external 
balances will be in jeopardy when the Pe-
troleum Fund is exhausted. A more fa-
vourable growth outlook will require 
better (rather than more) public spending, 
and the adoption of critical reforms to 
boost productivity and competitiveness.  
Intermittent political uncertainty in 2017-
2020 and the COVID-19 pandemic have 
undermined recent economic performance 
– producing three recessions in the past 
four years. The country has been experi-
encing a second (and larger) wave of 
COVID-19 cases since December 2020. The 
Government has subsequently approved a 
set of pragmatic containment measures – 

such as border closures, compulsory use of 
face masks in public spaces, and limits on 
public gatherings. However, potential evi-
dence of community transmission could 
lead to stricter public health measures and 
changing individual behaviours, which 
would weaken the economic recovery. A 
swift COVID-19 vaccination effort and 
continued political stability will be crucial 
to support the economy. 
 
 

Recent developments 
 
The economy contracted by over 7 percent 
in 2020, owing to political uncertainty and 
the effects of COVID-19. Tourism-related 
activities, construction, and commerce 
were particularly affected. Exports halved, 
as travel services were hindered by interna-
tional travel restrictions. Private consump-
tion and private investment also shrank, 
notwithstanding economic measures to 
support households and businesses. 
The current account moved from a sur-
plus of 8 percent in 2019 to a deficit of 20 
percent of GDP – predominantly due to 
lower primary income. Lower prices and 
production reduced petroleum revenues, 
which are recorded as primary income in 
the balance of payments. Imports declined 
by nearly 20 percent, with services being 
particularly affected by lower domestic 
demand. Exports of travel services – the 
main export earner – declined by 64 per-
cent. Nonetheless, the trade deficit nar-
rowed due to the large weight of imports 
in total trade. Positive asset revaluations 
pushed the Petroleum Fund balance to a 

TIMOR-LESTE 

Economic activity is expected to re-

bound by about 3 percent in 2021, bol-

stered by the second largest budget 

since independence. However, COVID-

19 will remain a key risk to the outlook 

– at least until critical vaccination lev-

els are achieved. Estimates suggest that 

poverty increased by 3 percentage 

points in 2020, despite economic relief 

measures targeting households. While 

public spending will underpin the eco-

nomic recovery in the short term, accel-

erating and sustaining growth will re-

quire deep structural reforms to support 

a more dynamic private sector.  

FIGURE 1  Timor-Leste / Real GDP growth and contributions 

to real GDP growth 

FIGURE 2  Timor-Leste / Actual and projected poverty rates 

and real GDP per capita 

Sources: Ministry of Finance & World Bank staff estimates. Sources: World Bank. Notes: see Table 2.   

Table 1 2020

Population, million 1 .3

GDP, current US$ billion 1 .6

GDP per capita, current US$ 1 21 8.1

International poverty rate ($1.9)
a 22.0

Lower middle-income poverty rate ($3.2)
a 65.9

Gini index
a 28.6

School enro llment, primary (% gross)
b 1 1 2.5

Life expectancy at birth, years
b 69.3

(a) M ost recent value (2014), 2011 PPPs.

(b) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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record high of $19 billion at the end of 
2020 – which is now 11 times larger than 
the size of the economy. 
Total public expenditure was 9 percent 
lower than in 2019, as spending was partly 
undermined by the lack of an approved 
budget until October. Public transfers 
were 14 percent larger, owing to direct 
support to households – such as a cash 
transfer in May and a food basket in De-
cember. However, capital spending was 
nearly 50 percent lower than in the previ-
ous year, likely due to implementation 
constraints. Domestic revenues recorded 
their lowest value since 2015, with tax 
revenue declining by 6 percent – mostly 
caused by weak economic activity. The 
fiscal deficit eased to 26 percent of GDP 
and was mainly financed by excess with-
drawals from the Petroleum Fund. 
The real exchange rate appreciated by 1.1 
percent in 2020, owing to a stronger US 
dollar – the legal tender in Timor-Leste. 
Price differentials played a minor role, as 
consumer price inflation decelerated to 0.5 
percent. Commercial credit grew by 11 
percent in 2020, as lending to individuals 
continued to expand. 
The largest economic contraction since 
independence will likely increase poverty 
levels, despite policy measures to mitigate 
the impact of COVID-19. Estimates sug-
gest that the poverty rate will increase by 

3 percentage points between 2019 and 
2020 – based on the $1.90 international 
poverty line. It is difficult to assess the 
impact of the economic recession on the 
labour market due to limited data. A small
-scale UN socio-economic survey conduct-
ed in mid-2020 suggested that 59 percent 
of household members lost their income. 
Among those who retained their income, 
55 percent reported an income reduction. 
 
 

Outlook 
 
The economy is projected to grow by 2.9 
percent in 2021, accelerating to 3.8 per-
cent in 2022. Public spending will be a 
key force behind this recovery – with a 
budget of $1.9 billion, equivalent to 
about 125 percent of GDP. In particular, 
large capital outlays and public transfers 
are expected to stimulate growth in the 
short term. Private consumption is ex-
pected to rise by 2.5 percent, as consum-
er confidence is gradually re-established. 
Imports will recover on the back of 
stronger domestic demand, but exports 
will remain subdued. The current ac-
count will persist in deficit, partly be-
cause future offshore petroleum income 
will be insufficient to cover the very 
large trade deficit. Production from the 

last field in operation – Bayu-Undan – is 
expected to cease in the next couple of 
years. Poverty levels are expected to de-
cline from 2021 onwards. 
This outlook assumes that there will be no 
community transmission of COVID-19 and 
that vaccination efforts start by mid-2021. 
However, if stricter public health measures 
are required to contain the spread of 
COVID-19, then the economic recovery 
could be weaker than projected. Political 
and environmental risks are moderate, but 
could also have significant impacts on the 
outlook. In particular, emerging tensions 
within the coalition government could un-
dermine budget implementation and agree-
ment on much-needed policy reforms. 
However, better-than-expected budget 
execution – possibly accompanied by im-
provements in the quality of spending – 
could lead to faster growth. The 2021 
budget includes some of the measures 
proposed in the Economic Recovery Plan 
(ERP), which was approved in August 
2020. The ERP seeks to respond to the 
challenges caused by the pandemic, as 
well as tackle some structural weaknesses. 
The plan is focused on agriculture, tour-
ism, housing, education, health, and social 
protection. Nonetheless, potential growth 
will remain hampered in the medium-
term, largely due to an incipient private 
sector and limited productive capabilities.  

TABLE 2  Timor-Leste / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 e 2020 f 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices -1.1 1.8 -7.3 2.9 3.8 4.2

Private Consumption 1.7 3.6 -3.8 2.5 3.2 3.7

Government Consumption -0.3 3.2 -1.7 -1.1 1.9 1.5

Gross Fixed Capital Investment -1.5 -17.2 -46.5 39.0 21.4 14.0

Exports, Goods and Services 16.6 -17.2 -50.8 13.5 11.7 13.8

Imports, Goods and Services 2.8 -6.5 -19.1 9.7 8.6 5.6

Real GDP growth, at constant factor prices -0.6 2.1 -7.8 2.9 3.8 4.2

Agriculture 2.9 2.5 1.2 2.6 2.9 2.9

Industry 5.3 -4.7 -9.3 1.1 2.4 2.4

Services -2.7 3.6 -9.9 3.4 4.3 4.9

Inflation (Consumer Price Index) 2.2 0.9 0.5 1.6 2.1 2.5

Current Account Balance (% of GDP) -12.3 7.9 -20.0 -28.8 -36.7 -42.0

Fiscal Balance (% of GDP)a -29.1 -30.5 -25.9 -32.4 -37.3 -42.3

International poverty rate ($1.9 in 2011 PPP)b,c 24.0 24.1 27.2 26.8 26.1 25.3

Lower middle-income poverty rate ($3.2 in 2011 PPP)b,c 67.8 67.8 70.6 70.3 69.7 69.0

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) The ESI is part o f to tal revenue, while excess withdrawals from the PF is a financing item.

(b) Calculations based on EAPPOV harmonization, using 2007-TLSLS and 2014-TLSLS.Actual data: 2014. Nowcast: 2015-2020. Forecast are from 2021 to 2023.

(c) Projection using annualized elasticity (2007-2014)   with pass-through = 1 based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Vietnam experienced sustained growth, 
averaging about 7 percent a year in the 
last decade, helping to create millions of 
jobs. This led to a sharp fall in poverty, 
from 20.7 percent in 2010 to an estimated 
5.9 percent in 2020  (lower middle-income 
class poverty line ($3.2/day 2011 PPP)). 
This success has relied on a steady inte-
gration with the global economy through 
rapidly expanding trade and foreign in-
vestments and growing investment on 
human and physical capital. But to transi-
tion to upper middle-income status, Vi-
etnam will have to address challenges 
such as a large low-skilled informal sec-
tor, an aging population, and forces of 
deglobalization, disruptive technology 
and climate change. 
The economy was affected by the April 2020 
lockdown to contain the spread of COVID-
19 virus and two subsequent outbreaks. But 
Vietnam was one of the few economies that 
grew during the pandemic. Exports per-
formed exceptionally well, especially to the 
US, in part due to trade diversion effect 
resulting from US-China tensions. The do-
mestic economy has also bounced back but 
has not returned to pre-COVID growth 
levels. Domestic demand was affected by 
COVID-19 preventative measures and by 
uncertainty about the timeliness of global 
roll out of vaccines that would affect global 
recovery, which is necessary for sustained 
national economic growth.   

While the aggregate economy has shown 
resilience and households have fared 
better than in most other countries, the 
crisis has left a lasting impact on the 
households.  Preliminary results from the 
World Bank COVID-19 high frequency 
household survey show that almost half of 
households’ report having lower income 
in January 2021 than in the year before. 
Fewer households are reporting declining 
incomes, but the share of affected house-
holds is still salient. About 28 percent of 
households experienced a decline in in-
come in September 2020, compared about 
20 percent in January 2021. Female-
headed households experienced larger 
declines in income than male-headed 
households. Disbursement of COVID-19 
specific relief programs were short-lived 
and faced difficulties in implementation, 
highlighting a need for a more extensive, 
effective, and better targeted social protec-
tion infrastructure.  
 
 

Recent developments 
 
The GDP grew 2.9 percent in 2020, due to 
exceptional resilience in Vietnam’s export 
and domestic sectors, although this 
growth performance is significantly lower 
than the 7 percent growth rate in 2019. At 
the sectoral level, agriculture turned out to 
be the most resilient with an estimated 
growth rate of 2.7 percent. Industries and 
services grew 4.0 and 2.3 percent, respec-
tively. The tourism-related subsectors 
have borne the brunt of the COVID-19 
crisis with accommodation and catering 

VIETNAM 

Vietnam’s economy is set to grow 6.6 

percent in 2021 on the back of successful 

control of Covid-19 infections, strong 

performance by export-oriented manufac-

turing and robust recovery in domestic 

demand. Yet, the crisis has left a lasting 

impact on households, with 45 percent of 

households reporting lower household 

income in January 2021 than in January 

2020. To reach upper-middle income sta-

tus by 2030, Vietnam’s development mod-

el needs to change to a knowledge based, 

digitalized and green economy.  

FIGURE 1  Vietnam / Real GDP growth and contributions to 

real GDP growth 

FIGURE 2  Vietnam / Actual and projected poverty rates and 

real GDP per capita 

Sources: World Bank. Sources: World Bank. Notes: see Table 2. 

Table 1 2020

Population, million 97.3

GDP, current US$ billion 271 .9

GDP per capita, current US$ 2793.6

International poverty rate ($1.9)
a 1 .8

Lower middle-income poverty rate ($3.2)
a 6.6

Upper middle-income poverty rate ($5.5)
a 22.4

Gini index
a 35.7

School enro llment, primary (% gross)
b 1 1 5.4

Life expectancy at birth, years
b 75.3

(a) M ost recent value (2018), 2011 PPPs.

(b) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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services dropping by about 15.0 percent in 
2020 compared to 2019, while the number 
of foreign visitors in 2020 was only 21 
percent of the one recorded a year ago.  
Fiscal and monetary policies have been 
accommodating.  On the fiscal front, the 
authorities launched initiatives to support 
businesses through a deferral of tax pay-
ments, allocated funds to support house-
holds and individuals affected by the cri-
sis and increased public investment dis-
bursement by 40 percent (y/y) to bolster 
aggregate demand. This latter policy ap-
pears to have been the most effective. On 
the monetary front, the authorities re-
duced the reference rate three times dur-
ing the year and granted flexibility to 
banks on forbearance to clients on loan 
terms.  While NPLs are low, the authori-
ties are monitoring the performance of the 
banking sector.   
 
 

Outlook 
 
The Socio-economic Development Strate-
gy 2021-2030 sets the objective of Vietnam 
becoming an industrialized country and 
belonging to the group of upper middle-

income countries by 2030. To achieve this 
goal, it needs to:  (i) improve the quality of 
market-economy institutions and govern-
ance;  (ii) develop human capital, science, 
technology and innovation; (iii) further 
integrate into the global economy; (iv) 
continue improving transport, energy and 
IT infrastructure and green and resilient 
megacities. The transition years will need 
to see major investments in human capi-
tal, innovation, and green infrastructure to 
increase productivity and transform the 
economy into a resilient and knowledge-
based economy. Some of the major chal-
lenges to overcome include, an aging pop-
ulation, a relatively low skilled labor 
force, and the high environmental costs of 
the current growth model. The economy 
also remains vulnerable to external shocks 
given its export orientation.   
GDP growth is expected to rebound in 
2021 reaching 6.6 percent and 6.5 percent 
in 2022 and 2023, respectively. Exports are 
expected to perform strongly in 2021, 
though they face the risks of slackening 
international demand if vaccinations con-
tinue to face slow roll-out and growth in 
the US and EU, the main destination for 
Vietnam’s exports, falters. Domestic sector 
growth will pick up further once private 

demand recovers from ongoing COVID 
effects.  Over the medium term, growth 
will settle closer to potential growth, on 
the back of manufacturing and services 
growth. On the demand side, recovery of 
private investment and consumption will 
replace the counter-cyclical policies ex-
tended during the crisis. Fiscal deficit 
and debt will remain sustainable while 
financial sector health will need to be 
monitored carefully.  Based on the Lower
-Middle Income Class poverty line 
($3.20/day 2011PPP), the poverty rate is 
projected to be 5.3 percent in 2021, slight-
ly higher than the 5.1 percent forecast in 
the absence of COVID. 
The effects from COVID are not equitable.  
Households in the bottom income quintile 
have experienced on average continued 
income decline through January 2021, 
compared to households in the upper in-
come quintile whose income decline has 
tapered off. Household income loss today 
will have longer term impacts on spend-
ing. About 40 percent of households that 
still have lower income due to the COVID 
crisis said this decline has affected their 
plans, including home renovations, con-
struction, starting a business, or purchase 
of a motor vehicle.   

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 7.1 7.0 2.9 6.6 6.5 6.5

Private Consumption 7.3 7.4 0.6 5.6 7.5 7.5

Government Consumption 6.3 5.8 6.3 4.3 4.8 4.8

Gross Fixed Capital Investment 8.2 8.7 3.4 6.3 7.0 7.0

Exports, Goods and Services 14.3 6.7 5.0 7.3 9.0 9.0

Imports, Goods and Services 12.8 8.3 3.3 6.5 9.4 9.4

Real GDP growth, at constant factor prices 7.2 7.1 3.1 6.6 6.5 6.5

Agriculture 3.8 2.0 2.7 2.0 1.9 1.9

Industry 8.9 8.9 4.0 8.4 8.1 8.1

Services 7.0 7.3 2.4 6.6 6.4 6.2

Inflation (Consumer Price Index) 3.5 2.8 3.2 3.6 3.6 4.0

Current Account Balance (% of GDP) 2.4 4.8 5.0 3.6 3.1 3.0

Fiscal Balance (% of GDP) -1.3 -4.2 -4.4 -6.0 -5.9 -5.4

Debt (% of GDP) 55.0 55.0 56.9 58.3 59.0 58.8

Primary Balance (% of GDP) 0.6 -2.4 -2.6 -4.4 -4.3 -3.8

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 6.6 6.0 5.9 5.3 4.9 4.5

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 22.4 20.6 20.0 18.5 17.1 15.8

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on EAPPOV harmonization, using 2014-VHLSS and 2018-VHLSS.Actual data: 2018. Nowcast: 2019-2020. Forecast are from 2021 to 2023.

(b) Projection using annualized elasticity (2014-2018)   with pass-through = 0.7 based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 2.8

GDP, current US$ billion 1 5.1

GDP per capita, current US$ 5290.1

Upper middle-income poverty rate ($5.5)
a 33.8

Gini index
a 33.2

School enro llment, primary (% gross)
b 1 04.8

Life expectancy at birth, years
b 78.5

(a) M ost recent value (201 7), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Albania’s economy grew by 3.3 percent in 
2015-2019, achieving significant reform 
progress while aspiring to EU member-
ship. A few large renewable energy pro-
jects and expansion in tourism1 and gar-
ments’ manufacturing exports drove GDP 
and employment growth. However, 
productivity has stagnated below that of 
peer countries, and wage pressures could 
reduce competitiveness. Small and Medi-
um Enterprises (SMEs) represent more 
than 90% of private firms and rely on low-
skilled, low-wage labor. Limited access to 
finance, burdensome logistics and poor 
market integration discourage private 
investment, while scarce public revenues 
limit public infrastructure and human 
capital investment. 
Growth halted in 2019, as the earthquake 
further exposed the country’s low buffers. 
Fiscal consolidation was put on hold and 
external vulnerabilities reemerged.  
The pandemic hit Albania’s key sectors of 
tourism and manufacturing through the 
recession in the EU, supply chain disrup-
tions, travel limitations and social distanc-
ing measures.   
GDP is projected to have declined by 4.7 
percent in 2020 due largely to a slowdown 
in tourism, though smaller than initially 
projected as domestic tourism demand 
partially compensated for the drop in for-
eign visits. Public support packages for 
reconstruction and to mitigate the crisis 

had a small estimated success in prevent-
ing an increase in poverty and had a sig-
nificant fiscal cost. Recently introduced 
tax incentives further stress already de-
clining revenues. Delayed global vaccine 
rollout could cause long-lasting  travel 
restrictions and prevent a recovery of the 
country’s services and manufacturing, 
worsening the performance of businesses 
and delaying the full recovery in employ-
ment. The normalization of the global 
economy will have a significant impact on 
the shape of the recovery.  
 
 

Recent developments 
 
As key economic sectors were put in lock-
down, the economy experienced a sharp 
contraction of 10.2 percent in Q2. Travel 
and tourism services were among the first 
sectors hit and a combination of official 
restrictions and post-COVID behavior 
change reduced both supply and demand.  
Sales, profits and employment losses 
affected SMEs disproportionately. Unem-
ployment rose to 11.9 percent in Q2. Social 
distancing measures were lifted in the 
summer and employment bounced back, 
with tourism and reconstruction partially 
absorbing job losses in manufacturing. 
While total job losses have been relatively 

ALBANIA 

FIGURE 1  Albania / Real GDP growth and contributions to 
real GDP growth 

FIGURE 2  Albania / Actual and projected poverty rates and 
real GDP per capita 

Sources: INSTAT and World Bank.  Source: World Bank. Notes: see Table 2. 

Albania was hit hard, first by an earth-

quake in November 2019 and then the 

COVID-19 pandemic. As tourism and 

services contracted sharply, GDP and 

employment slumped. Reconstruction and 

COVID19 related stimulus alleviated the 

shocks, but at the cost of fiscal space  

erosion in a context of high economic  

uncertainty for the years ahead. Recon-

struction is likely to be the main driver of 

the recovery in 2021, followed by a milder 

growth in private demand due to ongoing 

travel restrictions.  

 
1/ n = up to 2016 poverty is measured using consump-

tion data from the Household Budget Survey; starting 

in 2017 income data from the Survey of Income and 

Living Conditions are used to measure and forecast 

poverty.  
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small, the quality of jobs has likely de-
creased, as Albania employs a large share 
of labor in the informal economy. Despite 
the employment recovery, economic activ-
ity continued to contract by 3.4 percent in 
Q3. Private consumption and investment 
declined sharply, as the number of infec-
tions consistently rose during the year. 
Declining garment processing orders led a 
sharp decline of 6.7 percent of goods ex-
ports, while tourist visits decreased by 60 
percent.  
Poverty (at USD 5.5 per day) is estimat-
ed to have increased in 2020 by 1 per-
centage point, equivalent to 28 thousand 
new poor. Response measures included 
increased social assistance benefits, 
wage subsidies, credit guarantees to 
ease salary payments and working capi-
tal, which are estimated to have pre-
vented a further poverty increase of 
about 1.7 percentage points.  Tax defer-
rals and further VAT exemptions were 
introduced to help SMEs, while public 
spending rose to 33.7 percent of GDP 
and public revenues slumped to 26.7 
percent of GDP, despite large grants 
financing reconstruction. The fiscal stim-
ulus package increased public debt to 80 
percent of GDP, a first-time increase 
since 2017, as the fiscal rule mandates 
that debt-to-GDP ratio should decline 
annually2.  

 

Outlook 
 
Tourism and travel are likely to remain 
limited until global vaccination rollout 
is completed. In this scenario, GDP is 
forecasted to grow by 4.4 percent in 
2021 as exports, consumption and in-
vestment partially rebound. The ser-
vices sector, led by tourism, and con-
struction are expected to be key drivers 
of the recovery, in part thanks to recon-
struction investment, following evi-
dence from similar disasters in develop-
ing economies. Poverty is expected to 
decline in line with the recovery by 
about 2 percentage points. In the years 
following, private consumption will 
play an increasingly important role in 
growth, supported by reconstruction 
efforts. Private investment will contrib-
ute to growth, provided that the govern-
ment continues to implement business 
climate reforms. Beyond 2021, govern-
ment spending will likely be con-
strained by limited fiscal space. The fis-
cal situation could deteriorate in a 
downside growth scenario and in the 
absence of expanded revenue collection. 
In this case, the government may need 
to further reduce capital spending to 
keep the debt to GDP ratio from rising.  

The current account deficit is expected to 
narrow to 8.8 percent of GDP in 2021 and 
further decline to 6.5 percent in line with 
the pre-crisis trends, driven by projected 
improvements in the trade balance. Ser-
vice exports, including tourism and fast-
expanding business-process operations 
should narrow the trade deficit over the 
medium term. Import growth will be high 
at 13 percent in 2021, as infrastructure 
investment speeds up.  
With economic activity picking up, reve-
nues are projected to recover to 27.6 per-
cent of GDP by 2022-2025. Albania’s pub-
lic debt is projected to only marginally 
decrease to 79.5 percent of GDP in 2021. 
The employment outlook is largely de-
pendent on the recovery of the services 
sectors and reconstruction, where jobs are 
mostly low pay and vulnerable to eco-
nomic uncertainty.  

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

2/ The fiscal rule includes an escape clause in the case 

of an emergency, which applied in 2020.  

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 4.1 2.2 -4.7 4.4 3.7 3.7

Private Consumption 3.3 3.3 -4.1 2.6 3.2 3.2

Government Consumption 0.7 3.8 2.3 6.4 0.9 3.3

Gross Fixed Capital Investment 2.4 -3.3 -7.1 5.4 -4.6 2.3

Exports, Goods and Services 4.1 6.0 -30.6 20.5 13.7 6.9

Imports, Goods and Services 2.4 3.0 -21.8 12.3 4.3 4.3

Real GDP growth, at constant factor prices 4.1 2.2 -4.6 4.3 3.6 3.6

Agriculture 1.2 0.4 1.7 1.7 1.5 1.5

Industry 9.3 1.8 -2.1 6.9 5.0 5.0

Services 2.9 3.1 -8.1 4.1 3.8 3.7

Inflation (Consumer Price Index) 2.1 1.4 2.2 2.6 2.9 2.8

Current Account Balance (% of GDP) -6.8 -8.0 -9.3 -8.8 -7.4 -6.5

Net Foreign Direct Investment (% of GDP) 8.0 7.6 5.7 6.2 7.7 7.3

Fiscal Balance (% of GDP) -1.7 -2.0 -6.9 -5.5 -4.1 -3.9

Debt (% of GDP) 69.5 67.9 80.0 79.5 78.8 77.8

Primary Balance (% of GDP) 0.5 0.1 -4.8 -2.9 -1.4 -1.4

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 32.8 32.0 33.0 31.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on ECAPOV harmonization, using HBS until 201 6 and SI LC from 201 7.Actual data: 201 7. Nowcast: 201 8-201 9. Forecast: 2020-2021.

(b) Nowcast 201 8-201 9 using neutral distribution (201 7) with pass-through = 1  based on GDP in constant LCU. Projections 2020-2021 use sector GDP pro jections with                       

pass-through = 1. 
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Key conditions and 
challenges 
 
Before the coronavirus pandemic, Arme-
nia was making gradual improvements to 
its business environment and establishing 
a track record of prudent economic man-
agement, underpinned by a robust fiscal 
rule, an inflation-targeting monetary poli-
cy framework, and improving financial 
sector oversight. The authorities launched 
an ambitious reform program aimed at 
strengthening governance in 2018. Eco-
nomic growth was strong, averaging 6.4 
percent in 2018 and 2019. 
Despite Armenia’s reform progress, struc-
tural challenges have prevented the coun-
try from reaching its full potential. These 
include governance gaps such as incom-
plete judicial reform, weak connectivity 
(resulting in limited trade integration and 
undiversified trade patterns), an aging 
population, and a labor market character-
ized by high unemployment, pervasive 
informality, and skills mismatches. A 
tense geopolitical situation exacerbates 
these challenges. 
Armenia’s progress was derailed in 2020 
by twin shocks: the worst military con-
frontation with Azerbaijan since 1994 and 
the coronavirus pandemic. Armenia 
suffered a severe COVID-19 outbreak, 
ranking 27th globally in recorded cases 
per million population. Meanwhile, the 
country’s conflict with Azerbaijan escalat-
ed dramatically in September 2020. Alt-
hough the November 10th ceasefire halted 

hostilities, Armenia has since entered a 
period of heightened domestic political 
instability. 
These twin shocks led to a sharp economic 
contraction, increased poverty, and a fiscal 
deterioration. Nevertheless, Armenia 
maintained overall macroeconomic stabil-
ity and healthy external buffers through 
the crisis. 
 
 

Recent developments 
 
Real GDP contracted by 7.6 percent in 
2020. Services—trade and the hospitality 
sector, in particular—were most affected, 
contracting by 10 percent. Reflecting struc-
tural challenges, for the fifth consecutive 
year agricultural output fell (by 4 percent). 
On the demand side, private consumption 
and investment slumped, while the drag 
from net exports eased as the decline in 
imports outpaced that of exports. 
The pandemic’s impact on vulnerable 
households, which has been severe, was 
only partially mitigated by the govern-
ment’s COVID-19 response (estimated at 
3.5 percent of GDP, including support 
through the banking sector to businesses). 
The poverty rate (measured at the upper-
middle-income economy poverty line) is 
estimated to have jumped to over 51 per-
cent in 2020, a 7 percentage point rise. The 
unemployment rate rose by 1 percentage 
point year on year, reaching 18.1 percent 
at end-September 2020. Somewhat effec-
tive mitigation measures implemented by 
the government and the relatively short 
duration of pandemic-related restrictions 

ARMENIA 

FIGURE 1 Armenia / GDP growth, fiscal and current account 
balances 

FIGURE 2  Armenia / Actual and projected poverty rates and 
real GDP per capita  

Sources: Statistical Committee of Armenia; Central Bank of Armenia; World Bank 
staff projections.  

Source: World Bank. Note: see Table 2. 

 

In 2020, Armenia experienced one of the 

region’s sharpest GDP contractions—7.6 

percent—as a severe COVID-19 outbreak 

and a military conflict with Azerbaijan 

late in the year impacted performance. 

Poverty is estimated to have increased by 

7 percentage points in 2020. The econom-

ic recovery will be gradual, with output 

reaching pre-COVID levels by 2023, as-

suming that the pandemic is contained, 

and regional stability maintained. Risks 

to the recovery include a slow pace of im-

munization and elevated political  

uncertainty. 
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Table 1 2020

Population, million 2.9

GDP, current US$ billion 1 2.6

GDP per capita, current US$ 4297.0

International poverty rate ($1.9)
a 1 .1

Lower middle-income poverty rate ($3.2)
a 9.8

Upper middle-income poverty rate ($5.5)
a 44.0

Gini index
a 29.9

School enro llment, primary (% gross)
b 91 .8

Life expectancy at birth, years
b 74.9

(a) M ost recent value (201 9), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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prevented an even greater increase in un-
employment. 
The budget deficit widened sharply to 5.1 
percent of GDP in 2020 (from 0.8 percent 
of GDP in 2019), driven by increased 
spending associated with the govern-
ment’s pandemic response, higher mili-
tary spending, and depressed tax reve-
nues. The deficit was financed by a depos-
its drawdown and increased public bor-
rowing, prompting Armenia to invoke its 
fiscal rule’s escape clause as public debt 
rose above the statutory level of 60 per-
cent of GDP. 
Inflation remained subdued through most 
of 2020, reflecting weak aggregate de-
mand. However, price pressures accelerat-
ed in December and reached 5.3 percent in 
February 2021, prompting the Central 
Bank of Armenia (CBA) to raise its policy 
rate. The recent uptick in inflation was 
driven by an increase in international food 
prices and exchange rate depreciation 
pass-through. 
The current account deficit narrowed in 
2020 as import compression and higher 
official grants offset a sharp decline in 
export earnings and weaker remittances. 
FDI contracted further from a low base, 
but higher public sector external borrow-
ing boosted foreign exchange reserves 
(which provided 4.7 months of import 
cover at end-2020). The issuance of a  

$750 million Eurobond in early 2021 fur-
ther increased external buffers. The CBA 
intervened to smooth dram volatility, 
which came under pressure in late 2020 
owing to political instability after remain-
ing relatively stable for most of the year. 

 

Outlook 
 

GDP growth is projected to recover par-
tially in 2021 (to 3.4 percent) and more 
strongly in 2022 (4.3 percent). The recov-
ery will be slow; the economy is unlikely 
to return to pre-COVID output levels until 
2023. 
The baseline scenario assumes that the 
authorities will not enact additional lock-
downs and restrictions in 2021. Although 
the pace of vaccinations will gradually 
ramp up, the authorities do not expect to 
vaccinate a significant share of the popula-
tion until 2022. The baseline scenario also 
assumes improved political stability. 
Private consumption and the services sec-
tor are expected to recover gradually. Pri-
vate investment will likely remain sub-
dued, reflecting weak investor confidence. 
High post-conflict spending and ambi-
tious public investment plans— although 
tempered by execution challenges—will 
keep the fiscal deficit elevated and drive 

the debt-to-GDP ratio above 70 percent in 
the medium term. 
Average inflation is forecast to remain 
close to the CBA’s 4-percent target in 2021 
but could surge higher if global food and 
fuel prices continue to rise unexpectedly. 
The current account deficit is projected to 
remain near 5–6 percent of GDP in 2021–
23, as recovering demand spurs import 
growth, and the global recovery boosts 
exports and remittances. FDI inflows are 
expected to remain subdued, but public 
borrowing will keep reserves at a comfort-
able level over the medium term. 
The COVID-19 outbreak is estimated to 
have had a devastating impact on vulner-
able households. Forecasts suggest that 48 
percent of the population will remain be-
low the $5.5 2011 PPP poverty line in 2021, 
driven by income losses, down only 
slightly from 51 percent in 2020. 
The risks to the outlook are weighted 
heavily to the downside. They include 
uncertainty over progress in containing 
the pandemic and the pace of vaccination, 
weak economic recovery in key trading 
partners like the Russian Federation, geo-
political fragility, and heightened political 
uncertainty. 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 5.2 7.6 -7.6 3.4 4.3 5.3

Private Consumption 4.9 11.7 -14.0 4.9 4.1 5.0

Government Consumption -3.0 12.5 15.6 -0.6 1.1 2.4

Gross Fixed Capital Investment 4.8 4.4 -8.6 2.3 5.2 5.4

Exports, Goods and Services 5.0 16.0 -31.4 8.7 12.2 12.6

Imports, Goods and Services 13.3 12.0 -32.1 8.3 9.2 9.7

Real GDP growth, at constant factor prices 4.9 7.6 -7.3 3.4 4.3 5.3

Agriculture -6.9 -2.6 -4.0 1.3 2.2 3.5

Industry 3.7 7.1 -2.8 1.2 2.4 3.8

Services 9.0 10.4 -10.2 5.1 5.8 6.4

Inflation (Consumer Price Index) 2.5 1.4 1.2 3.5 3.8 4.0

Current Account Balance (% of GDP) -6.9 -7.2 -4.2 -4.8 -5.5 -6.4

Net Foreign Direct Investment (% of GDP) 2.0 2.9 1.2 1.8 2.3 2.6

Fiscal Balance (% of GDP) -1.6 -0.8 -5.1 -5.3 -3.8 -3.5

Debt (% of GDP) 55.7 53.5 67.3 70.8 70.6 70.0

Primary Balance (% of GDP) 0.7 1.6 -2.4 -2.6 -1.7 -1.4

International poverty rate ($1.9 in 2011 PPP)a,b,c 1.4 1.1 1.3 1.3 1.1 0.7

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b,c 9.4 9.8 13.2 11.7 10.2 8.5

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b,c 42.5 44.0 51.7 48.3 45.0 40.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on ECAPOV harmonization, using 201 9-ILCS.Actual data: 201 9. Nowcast: 2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 9)  with pass-through = 1  based on GDP per capita in constant LCU. 

(c) The poverty rates for 201 9 are not strictly comparable with 201 8 due to revisions on the I LCS starting in 201 9.
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Key conditions and 
challenges 
 
Azerbaijan is an upper-middle-income 
economy rich in hydrocarbon resources. 
Since the 2000s, inflows of FDI to the oil 
and natural gas sectors have driven a 
surge in exports, propelling economic 
growth and reducing poverty. However, 
economic performance has stalled in 
recent years as hydrocarbon production 
plateaued and prices fell, revealing sys-
temic macroeconomic and structural 
challenges. A large state footprint, a 
small and fragile financial sector, and 
weak institutions impede economic di-
versification and the development of a 
vibrant private sector. Additionally, re-
gional inequality persists, informality is 
widespread, and a considerable part of 
the population remains socially and eco-
nomically vulnerable. Azerbaijan’s hu-
man capital indicators lag its regional 
and income group peers. The country’s 
human capital constraints, which trans-
late into a shortage of skilled labor, 
could worsen with more automation in 
the future. 
Simmering tensions with Armenia esca-
lated into a military conflict in late 
2020. In addition to a significant human 
toll, the conflict also inflicted high socio
-economic and environmental costs. 
Numerous facilities, infrastructure and 
residential areas were destroyed or 
damaged, and natural habitats devas-
tated. 

Recent developments 
 
In 2020, Azerbaijan was hit by the triple 
shocks of the COVID-19 pandemic, re-
duced oil prices, and the armed conflict.  
The economy experienced its second re-
cession since 2015, contracting by an esti-
mated 4.3 percent. Three waves 
of  COVID-19 induced lockdowns halted 
activity in nonhydrocarbon sectors, partic-
ularly travel, hospitality, and domestic 
trade. The energy sector contracted by 7 
percent, as adherence to OPEC+ oil pro-
duction quotas slashed oil output. On the 
demand side, investment fell by 8.3 per-
cent as business confidence plummeted. 
Private consumption was also affected, 
but wage hikes in late-2019 prevented a 
deeper slump.  
The lockdowns were successful in con-
taining new coronavirus infections and 
easing pressures on the health care sys-
tem. However, a spike in new cases fol-
lowed the eventual relaxation of contain-
ment measures, prompting the authori-
ties to alternate between loosening and 
tightening restrictions throughout the 
year. Azerbaijan launched a COVID-19 
vaccination campaign using China’s Si-
novac vaccine in late January 2021. 
Azerbaijan’s consolidated budget rec-
orded a large deficit of 6.5 percent of 
GDP in 2020, as revenues collapsed and 
spending rose, including to finance the 
pandemic policy response (estimated at 
2.7 percent of GDP). The deficit was 
financed by State Oil Fund (SOFAZ) 
assets. 

AZERBAIJAN 

FIGURE 1 Azerbaijan / Nonoil GDP growth and Oil Price  FIGURE 2  Azerbaijan / Official Poverty Rate and Unemploy-
ment  

Sources: State Statistical Committee, World Bank data, and World Bank staff 
estimates.  

Source: State Statistical Committee. Note: The World Bank has not reviewed the 
official national poverty rates for 2013–19.  

The COVID-19 pandemic and plunging 

oil prices and production drove Azerbai-

jan’s economy into recession in 2020. 

Poverty is estimated to have risen as 

households experienced job losses and 

financial hardship. Azerbaijan’s economy 

is projected to recover gradually over the 

medium term, aided by the vaccination 

effort and increased public spending. 

However, downside risks remain acute 

and stem from the possibility of a slower-

than-expected vaccine rollout, sluggish 

recovery in oil output, and persistent 

structural rigidities.  
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Table 1 2020

Population, million 1 0.1

GDP, current US$ billion 42.5

GDP per capita, current US$ 4205.4

School enro llment, primary (% gross)
a 97.9

Life expectancy at birth, years
a 72.9

(a) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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A narrowing merchandise trade surplus, 
together with falling services receipts 
and rising capital outflows, resulted in a 
balance of payments deficit of 5.9 per-
cent of GDP in the first nine months of 
2020. The deficit was financed by in-
creased sales of foreign exchange by SO-
FAZ. 
Depressed domestic demand and a sta-
ble exchange rate contained 12-month 
inflation to 2.7 percent in 2020. The Cen-
tral Bank of Azerbaijan (CBA) cut the 
policy rate five times during the year, 
lowering it from 7.5 percent to 6.25 per-
cent. 
Bank performance was uneven in 2020, 
suggesting that financial sector condi-
tions remain fragile. Bank credit de-
clined by 5 percent year on year owing 
to plummeting economic activity and the 
revocation of four banks’ operating li-
censes.  Deposits fell by 4.4 percent year 
on year as households and firms tapped 
their savings to weather the downturn. 
Household welfare deteriorated marked-
ly in 2020. Poverty is estimated to have 
risen due to a rise in unemployment as-
sociated with the recession. The number 
of unemployed increased by an estimat-
ed 124,300 persons in 2020. Fiscal 
measures only partially mitigated the 
pandemic’s negative impact on house-
holds. 

Outlook 
 
Azerbaijan’s economic recovery is ex-
pected to be gradual, with output return-
ing to pre-COVID-19 levels only by end-
2022. The early launch of Azerbaijan’s 
vaccination initiative and significantly 
higher public post-conflict reconstruction 
spending suggest that the recovery may 
materialize faster than previously antici-
pated. 
In 2021, an acceleration of domestic de-
mand will support economic growth, but 
this will be conditional on an improved 
health situation and increased public 
spending. Higher oil prices are forecast to 
narrow fiscal deficit and help current ac-
count return to surplus. Beyond 2021, 
without major structural reforms, the pace 
of the economic revival is likely to be 
moderate owing to a protracted recovery 
in oil output and anticipated fiscal tight-
ening (amid rising fiscal pressures). 
Inflation is projected to rise in the medium 
term as a recent administrative price hike 
passes through to prices more generally, 
and demand begins to recover. Once the 
government phases out measures to sup-
port the financial sector, some banks are 
likely to experience a deterioration of cap-
ital and profitability ratios. 

Downside risks to this forecast will re-
main substantial in the medium term. The 
existing oil market equilibrium is fragile 
and largely depends on the OPEC+ agree-
ments. In addition, the evolution of the 
pandemic is still uncertain and will de-
pend on the speed of the vaccine rollout. 
Finally, regional geopolitical risks will 
remain elevated in the foreseeable future. 
Significant SOFAZ reserves—over 100 
percent of GDP at end-2020—will help 
shield the economy from these risks. 
The long-term poverty and inequality 
trajectory will depend on the severity and 
duration of the crisis. The longer the pan-
demic’s duration, the deeper and broader 
the impact, particularly on employment 
and wages in the services sector, which 
would lead to more severe effects on 
household welfare and poverty.  
Azerbaijan’s recently announced 2030 
national development vision outlines a 
renewed, long-run commitment to ad-
dressing systemic macroeconomic, struc-
tural, and governance challenges. Ad-
dressing these challenges could unlock 
new nonhydrocarbon sources of economic 
growth and achieve sustainable, resilient, 
and inclusive development. 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 1.5 2.2 -4.3 2.8 3.9 3.4

Private Consumption 3.0 3.8 -5.1 3.7 3.6 3.5

Government Consumption 1.5 7.9 4.0 4.7 3.6 3.6

Gross Fixed Capital Investment -0.2 -3.1 -6.5 4.2 1.2 3.2

Exports, Goods and Services 1.0 1.5 -8.1 2.1 4.1 2.3

Imports, Goods and Services 1.5 2.2 -10.5 3.5 3.0 1.7

Real GDP growth, at constant factor prices 1.5 2.2 -4.4 2.8 3.9 3.4

Agriculture 4.6 7.3 1.9 2.5 3.2 3.2

Industry -0.7 0.4 -5.2 2.8 3.3 2.0

Services 5.1 4.3 -4.4 2.9 5.1 5.7

Inflation (Consumer Price Index) 1.6 2.4 2.7 3.9 3.2 3.0

Current Account Balance (% of GDP) 12.8 9.1 -1.0 2.8 3.9 3.1

Net Foreign Direct Investment (% of GDP) -1.7 -2.9 -1.5 1.3 1.2 1.1

Fiscal Balance (% of GDP) 5.6 9.0 -6.5 -2.5 2.8 4.0

Debt (% of GDP) 18.9 18.9 18.2 17.1 16.7 16.5

Primary Balance (% of GDP) 6.8 9.8 -5.7 -1.9 3.3 4.5

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA



48 MPO Apr 21 

Key conditions and 
challenges 
 
Even before COVID-19, a lack of progress 
on reforms had already contributed to a 
sharp slowdown, with annual GDP 
growth averaging 0.5 percent since 2011. 
The COVID-19 outbreak and political tur-
bulence following elections in August 
2020 have further depressed household 
and investor sentiment and contributed to 
household deposit outflows and an 18-
percent currency depreciation against the 
US$ during 2020. At the same time, policy 
support may lead to further erosion of 
already depleted fiscal and FX buffers, 
undermining macro-financial stability. 
The possible gradual relocation of the 
export-oriented ICT sector could affect 
services exports. Economic sanctions, if 
further imposed, are likely to increase the 
costs of doing business for selected ex-
porters. Restoring economic confidence 
promptly is crucial, given the limited poli-
cy buffers and large downside risks. 
Belarus’s incomplete transition to a market 
economy has saddled it with a low-
productivity and highly-leveraged SOE 
sector, a weak and dollarized banking sec-
tor, and heavy dependence on commodity 
exports. Per National Bank estimates, loans 
taken by large SOEs, sometimes with ques-
tionable ability to be serviced on time, aver-
aged 14 percent of GDP over the past sev-
eral years. Given the share of FX debt on 
SOE balance sheets, currency depreciation 
and economic weakness have further 

weakened bank asset quality over the past 
year. 
Over the medium-term, the challenge is to 
move towards an economy less dependent 
on oil processing that can be competitive 
as the implicit oil import price subsidies 
are withdrawn with the implementation 
of Russia’s “tax maneuver”. Anchoring 
fiscal sustainability in the medium term 
will require SOE restructuring, and ration-
alization of the public sector wage bill and 
tax expenditures. A robust social safety 
net and expanded unemployment support 
will be critical for maintaining basic in-
comes of vulnerable households and facil-
itating reallocation of workers.  
 
 

Recent developments 
 
In 2020, the economy contracted by 0.9 
percent y/y, dragged back by external 
headwinds, which were only partially 
offset by demand-side policy measures. 
Disagreements with Russia on oil supply 
terms contributed to a 1.9 percent decline 
in real merchandize exports y/y during Q1
-Q3 2020. The lack of mobility restrictions, 
coupled with subsidized lending to SOEs 
(about 1.6 percent of GDP) prevented a 
deeper contraction of industrial output, 
while sustained real wage growth sup-
ported consumption. The current account 
deficit remained nearly balanced, as the 
trade surplus reached 3.2 percent of GDP. 
During the second half of 2020, forex de-
posit withdrawals and forex demand by 
households put strong pressure on the 
currency and banking sector liquidity, 

BELARUS 

FIGURE 1  Belarus / FX Reserves and Currency Trends  FIGURE 2  Belarus / Actual and projected poverty rates and 
real GDP per capita 

Sources: Belstat, World Bank. Source: World Bank. Notes: see Table 2. 

In 2020, the absence of mobility re-

strictions and credit relief for state-owned 

enterprises prevented a deeper recession, 

while external financing needs and do-

mestic foreign exchange pressures were 

met through a drawdown of reserves and 

debt financing. Amidst the ongoing politi-

cal crisis and limited space for fiscal or 

monetary expansion, the outlook, in the 

absence of reforms, is for a deepening of 

the recession in 2021, and a slow recovery 

thereafter. Poverty rates are expected to 

stagnate at a low level.  
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Table 1 2020

Population, million 9.4

GDP, current US$ billion 60.2

GDP per capita, current US$ 6371 .4

Upper middle-income poverty rate ($5.5)
a 0.2

Lower middle-income poverty rate ($3.2) 25.3

School enro llment, primary (% gross)
b 1 00.5

Life expectancy at birth, years
b 74.2

(a) M ost recent value (201 9), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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accommodated by the spending of gross 
reserves (down 20.5 percent in 2020), and 
increasing banks’ liabilities to non-
residents. The weakening currency con-
tributed to an acceleration in headline 
inflation to 7.4 percent at end-2020 from 
4.7 percent in 2019. To prevent additional 
currency pressures, the National Bank 
switched from the provision of overnight 
loans to weekly auctions. In February 
2021, the government introduced broad-
based price controls by capping monthly 
price increases on basic food items and 
drugs. 
For the first time since 2009, the general 
government budget shifted into a deficit: 
1.2 percent of GDP. Tax revenues dropped 
by 2.6 percentage points (pp) of GDP, on 
lower revenues from profit tax and for-
eign trade. Spending grew by 1.9pp of 
GDP as capital expenditures and public 
sector wages increased by 2pp and 0.6pp 
of GDP, respectively. External public debt 
repayment pressures were alleviated by 
issuances of Eurobonds (US$1.25bn), RUR
-denominated bonds (US$135mln), and 
loans from Russia and the EFSD (totaling 
US$1 bn). 
Real household incomes grew by 4.6 per-
cent in 2020 on account of higher real 
wages (8 percent y/y), though the pace of 
disposable income growth decreased in 
the latter half of 2020. While the national 

poverty rate remained unchanged in 2020 
at 4.8 percent, this outcome was due to 
favorable dynamics in the Minsk City, 
Minsk, and Grodno regions. In other are-
as, rates went above 6 percent. PPP 
US$5.5/day poverty remained stable at a 
low level (less than 1 percent).  

 

Outlook 
 

The outlook is for deepening recession 
during 2021 and weak recovery thereafter, 
assuming ongoing political tensions, con-
tinued headwinds from the Russian “tax 
maneuver”, and lack of structural reforms. 
Recently announced tax increases – to 
contain the fiscal deficit and that of the 
pension system – will hurt an already 
struggling private sector, hit by the ab-
sence of support during the COVID-19 
shock. Elevated market interest rates and 
falling investor confidence will dampen 
domestic and foreign investment. Recent-
ly introduced price controls are unlikely 
to contain inflation but in certain circum-
stances might cause shortages of some 
goods. 
A GDP contraction of 2.2 percent is pro-
jected in 2021. With weak domestic de-
mand expected to persist, the recovery is 
expected to be modest in the medium 

term; however, slow growth will also help 
to compress imports and the current ac-
count deficit. 
The outlook is contingent on the availabil-
ity of external financing. In 2021, external 
financing needs will be closed by a combi-
nation of agreed debt refinancing from 
Russia and drawdown of reserves, and 
thus appears manageable. However, 2022-
23 are more challenging, on account of 
repayments coming due of bilateral loans 
to Russia in 2022, and the principal repay-
ments on Eurobonds and the nuclear 
power plant loan in 2023. 
The government’s ability to support vul-
nerable households is expected to weaken 
as a result of limited fiscal space. Probably 
a decline in real wages and incomes will 
negatively affect household welfare. Yet, 
measured at the World Bank’s US$5.5/day 
threshold, the welfare impact is projected 
to be small, with poverty rates increasing 
by 0.1pp in 2021.  
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.1 1.4 -0.9 -2.2 1.9 1.2

Private Consumption 7.9 5.1 -3.8 -4.1 3.8 2.6

Government Consumption -0.4 0.4 1.0 -1.2 0.6 0.3

Gross Fixed Capital Investment 4.4 3.3 -3.9 -6.5 4.3 6.7

Exports, Goods and Services 3.8 1.0 -2.0 2.1 3.0 3.8

Imports, Goods and Services 7.3 5.2 -1.0 -1.1 5.5 7.2

Real GDP growth, at constant factor prices 3.2 1.5 -1.1 -2.1 1.9 1.2

Agriculture -3.4 3.0 3.3 2.8 3.1 3.1

Industry 5.2 1.4 -4.5 -6.7 3.5 3.3

Services 2.9 1.3 0.8 0.3 0.6 -0.6

Inflation (Consumer Price Index) 4.9 4.7 7.4 8.2 6.1 5.7

Current Account Balance (% of GDP) 0.0 -1.8 -0.3 -0.2 -1.4 -2.4

Net Foreign Direct Investment (% of GDP) 2.4 2.0 0.0 0.0 0.0 0.0

Fiscal Balance (% of GDP) 4.0 2.4 -1.2 -2.6 -1.1 -0.5

Debt (% of GDP) 42.5 37.9 41.9 44.1 44.0 45.4

Primary Balance (% of GDP) 5.9 4.2 0.8 -0.4 1.0 1.4

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 0.4 0.2 0.2 0.3 0.2 0.2

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on ECAPOV harmonization, using 201 9-HHS. Actual data: 201 9. Nowcast: 2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 9)  with pass-through = 0.7  based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 3.3

GDP, current US$ billion 1 9.3

GDP per capita, current US$ 5892.7

School enro llment, primary (% gross)
a

Life expectancy at birth, years
a 77.3

(a) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
BiH has enjoyed macroeconomic stability 
over the last decade. However, pre-
pandemic the pace of growth has been 
below that of peer countries in Europe 
and below what is needed to converge to 
EU living standards. BiH has not devel-
oped the foundations for sustainable eco-
nomic growth as its economic model re-
mains out of balance.  
The economy is driven by consumption, 
rather than production.   Investment is 
low, and the economy is inward-looking.   
Poverty rates have not improved accord-
ing to the latest data available from 2015 
and many people do not have a formal job 
–or, indeed, any job at all– which could 
cause many people to grow old in pov-
erty. 
The pandemic has highlighted the chal-
lenges of BiH's complex institutional set-
up. Disbursing fiscal support to house-
holds and businesses has been slow, 
which has weighed heavily on economic 
activity and could delay the recovery in 
2021. Pressures from frequent elections in 
combination with slow implementation of 
structural reforms continue to hold back 
the country’s ability to return to growth. 
The immediate priority for BiH is to con-
trol the pandemic and to minimize its 
economic and social impact. Addressing 
persistent unemployment and minimizing 
layoffs remain an important challenge and 
will be key to curbing emigration.  

 

Recent developments 
 
Real GDP growth is projected at -4.0 per-
cent in 2020 due to a slowdown in most 
productive sectors, a weaker external en-
vironment and high political uncertainty.  
In 2020 growth was positive in Q1 but 
after the introduction of a lockdown and 
containment measures in Q2 the economy 
faced a sudden stop as domestic and ex-
ternal demand dropped.  
By Q4 2020, economic activity had some-
what improved, but growth remained in 
negative territory.  
Unemployment has recently worsened. 
According to official estimates, the num-
ber of people in paid employment de-
creased approximately 1 percent y-o-y in 
November 2020, while the number of un-
employed increased by about 3 percent in 
the same period. Deeper labour market 
effects have been prevented by wage sub-
sidy programs in both entities and other 
policy measures targeting affected eco-
nomic sectors aimed to safeguard poten-
tial job losses.  
As the economy has fallen into recession 
and with low oil prices deflation has re-
turned. In December the consumer price 
index was down 1.6 percent year-on-year 
(y-o-y).  
In 2020, a fiscal deficit of 5.5 percent of GDP 
is expected, down from a surplus of 1.9 
percent in 2019. In 2020, revenues fell main-
ly due to the slump in tax revenue collec-
tion, while expenditures rose mainly as a 
result of higher spending on public wages, 
goods and services and social benefits.   

FIGURE 1 Bosnia and Herzegovina / Real GDP growth and 
contributions to real GDP growth  

FIGURE 2  Bosnia and Herzegovina / Labor market  
indicators, 2020 

Sources: BiH Agency for Statistics (BHAS), World Bank staff estimate. Sources: : LFS Q1 and Q2 2020 report, World Bank staff calculations.  

Following a sharp contraction of 4 per-

cent in 2020, economic activity is ex-

pected to expand by 2.8 percent in 2021. 

As the world recovers from the COVID-

19 crisis and with the implementation of 

the Economic Reform program, growth is 

expected to gradually recover. The ongo-
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achieve faster recovery. Addressing per-
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The current account deficit is estimated to 
have worsened slightly in 2020 due to a 
drop in the services balance and re-
mittances. Total public debt, consisting 
largely of concessional debt, has increased 
and is estimated at 40.6 percent of GDP, 
while the total external debt is estimated 
at 72 percent of GDP. 
Even during the pandemic, the financial 
sector has been broadly stable. On aver-
age, banks are sufficiently capitalized and 
liquid, but their profitability is eroding.  
The latest available poverty data using the 
national poverty line is for 2015 and the 
poverty rate was estimated at 16 percent, 
very close to the 15 percent estimated for 
2011.  
The slowdown in the economy and the 
consequent loss of people’s employment 
and earnings have negatively affected 
household welfare in 2020. Estimates 
show that many of those who may have 
been affected were not covered by social 
protection programs before the crisis. 

 

Outlook 
 

The outlook is marked by the implemen-
tation of measures to combat the pan-
demic. Authorities are currently focused 
on securing vaccines. As the pandemic 

subsides the Socio-Economic Program is 
expected to gain needed attention, mainly 
through the return of announced invest-
ments in energy and infrastructure. Con-
sumption will continue to drive growth, 
resulting in strong growth of imports. 
Remittances will recover in the medium 
term, and, together with progress on re-
forms, will underpin a gradual pickup in 
consumption and finance a significant 
part of the trade deficit. Monetary policy 
anchored to the Euro will continue to sup-
port local currency stability. Safe-
guarding the banking sector will continue 
to be important in particular as the full  
impact of moratoria is yet to be assessed. 
Authorities have adopted budgets and 
secured funds to ensure necessary liquidity 
through credit lines via entity development 
banks to support affected businesses. As 
BiH does not have access to international 
markets, support from IFIs will be critical. 
As revenues recover BiH’s fiscal deficit will 
return to surplus over the medium term.  A 
stronger push on the capital investment 
program will need to remain a high priori-
ty for the authorities’ economic programs. 
Planned investments in energy, infrastruc-
ture, and tourism will also support job cre-
ation in those sectors after the crisis.  
As the pandemic loses force and the econ-
omy gradually recovers in 2021, improve-
ments in labor market participation and 

employment will remain key for growth 
to translate into poverty reduction.  
There are several risks to the outlook but 
the main risk is a prolonged pandemic 
which could lead to lower growth rates in 
2021 than projected. In addition, the chal-
lenging political environment will affect 
the implementation of the adopted socio-
economic program. The main external risk 
for BiH remains slow growth in the EU 
and political tensions in the region.  
 
 

TABLE 2  Bosnia and Herzegovina / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.1 2.9 -4.0 2.8 3.5 3.7

Private Consumption 2.4 2.8 -4.5 2.8 3.7 3.8

Government Consumption 0.9 2.6 0.5 4.6 3.0 3.0

Gross Fixed Capital Investment 6.3 2.9 -25.8 3.4 4.5 6.3

Exports, Goods and Services 5.9 -0.3 -8.5 2.0 3.5 4.2

Imports, Goods and Services 3.2 0.2 -13.4 3.0 3.7 4.5

Real GDP growth, at constant factor prices 3.7 2.8 -4.0 2.8 3.5 3.7

Agriculture 9.1 2.9 -1.5 3.4 3.0 2.9

Industry 3.8 1.9 -3.0 2.0 2.6 3.2

Services 3.2 3.1 -4.7 3.1 3.9 4.0

Inflation (Consumer Price Index) 1.4 1.2 -0.5 0.7 0.7 0.8

Current Account Balance (% of GDP) -3.7 -3.2 -3.7 -4.0 -4.7 -5.4

Net Foreign Direct Investment (% of GDP) 2.2 2.9 2.1 3.5 3.6 3.5

Fiscal Balance (% of GDP) 2.5 1.9 -5.5 -2.3 -0.9 0.9

Debt (% of GDP) 36.4 34.6 40.6 39.9 39.3 39.4

Primary Balance (% of GDP) 3.8 2.8 -4.2 -0.9 0.0 1.8

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
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Key conditions and 
challenges 
 
Despite robust growth of 3.6 percent on 
average in the five pre-pandemic years, 
Bulgaria’s real convergence to the average 
European Union (EU) levels remains slow. 
The country remains the poorest and the 
most inequal member of the Union. GDP 
per capita in PPP terms was just 53 per-
cent of the EU average, poverty was the 
third highest in the EU, and the Gini co-
efficient reached 40.8 percent in 2019, il-
lustrating limited redistribution and in-
effective social policies. Against rapid 
aging and population decline, conver-
gence can speed up only if the productivi-
ty gap with the rest of the EU shrinks 
markedly. Bulgaria's growth potential is 
also undermined by governance and insti-
tutional weaknesses, as evidenced by low 
public confidence in institutions, poor 
quality of public services and reduced FDI 
inflows.  
The pandemic has exposed deficiencies 
in a number of public domains, including 
health care, education, social protection 
and administrative services. Insufficiency 
of medical staff, growing divide in edu-
cation by socioeconomic status, inade-
quate and poorly targeted social assis-
tance programmes, and slow digitaliza-
tion of administrative services are among 
the challenges that the government is yet 
to address. Expectedly, the pandemic has 
also resulted in a deterioration of the 
fiscal stance, as response measures on  

the national budget reached 2.4 percent of 
GDP. Unwinding some of the measures 
such as a preferential 9 percent VAT rate 
for certain goods and services may be 
challenging. In the recovery phase, the 
biggest task before policymakers would 
be to ensure only gradual withdrawal of 
support measures and optimal use of an 
unprecedented amount of EU funds, esti-
mated at EUR 29 bn for 2021-2027. Going 
forward, the country’s key development 
challenge would be its transition onto a 
faster, more inclusive and greener growth 
path, including costly decarbonisation of a 
coal-dependent and highly energy inten-
sive economy. 
  
 

Recent developments 
 
Economic performance in 2020 was large-
ly driven by the waves of domestic con-
tainment measures - the first lockdown 
between early March and mid-May and 
the second, less stringent restrictions im-
posed in late November. Yet, with Bulgar-
ia recording the slowest pace of vaccina-
tion in the EU - just 4.4 percent of the pop-
ulation vaccinated until Mar 11 – econom-
ic activity is not likely to return to normal 
before the autumn of 2021. 
GDP growth in 2020 is estimated at –4.2 
percent, as private consumption, which 
contracted in Q2, bounced back strongly 
in Q3. Investment shrank notably on es-
calated uncertainties and savings on pub-
lic capital spending, used to partly offset 
the government’s response package and 
automatic fiscal stabilizers. Despite  

BULGARIA 

FIGURE 1  Bulgaria / Poverty rate percentage change and  
per capita growth 

FIGURE 2  Bulgaria / Actual and projected poverty rates and 
real GDP per capita 

Sources: National Statistical Institute and World Bank.  Source: World Bank. Notes: see Table 2. 

Bulgaria’s economy was hit relatively 

mildly by the pandemic-induced crisis in 

2020, as GDP is forecast to have shrunk 

by 4.2 percent. Consumption remained 

relatively unabated as government salary 

subsidies and pension supplements pre-

vented a more severe loss of income. Yet, 

slow inoculation rates suggest that pan-

demic-related risks will remain high until 

at least Q3, 2021. Going forward, policy-

makers would need to ensure only gradu-

al withdrawal of fiscal support measures 

and judicious use of unprecedented 

amount of EU funds.  
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Table 1 2020

Population, million 6.9

GDP, current US$ billion 67.9

GDP per capita, current US$ 9801 .8

International poverty rate ($1.9)
a 0.9

Lower middle-income poverty rate ($3.2)
a 2.2

Upper middle-income poverty rate ($5.5)
a 6.9

Gini index
a 41 .3

School enro llment, primary (% gross)
b 87.4

Life expectancy at birth, years
b 75.0

(a) M ost recent value (201 8), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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the pandemic-induced crisis, tax and 
social security revenues increased 1.6 
percent nominally, possibly thanks to 
public sector salary increases and the 
growth of consumption in most of the 
year. Notwithstanding reduced capital 
spending, total expenditure grew by 5.8 
percent y/y, due largely to the fiscal 
support measures. The budget deficit 
thus reached 3.0 percent of GDP 
(against 1 percent in 2019), while public 
debt picked up to estimated 25 percent 
against 20 percent at end-2019.   
The hardest hit sectors remain tourism 
and related activities. Overnight stays 
declined by some 56 percent y/y as for-
eign tourist arrivals fell markedly. This 
also showed its impact on external bal-
ances, as export of services declined by 
32 percent y/y. As a result, the current 
account surplus  shrank to 0.1 percent of 
GDP in 2020.  
The imposition of containment 
measures led to substantial disruptions 
to work in the form of work stoppages 
and reduced hours, though this was not 
reflected in headline unemployment 
that increased only moderately. Though 
the government’s salary subsidies and 
pension supplements helped stabilize 
incomes for some individuals, work 
disruptions and higher food prices is 
projected to have led to a moderate  

increase in the poverty rate from 6.3 
percent in 2019 to 6.8 percent in 2020 
using the upper middle income poverty 
line of US$5.50 PPP per day. 
 
 
Outlook 
 
The biggest risks to the outlook stem from 
the epidemiology of the virus and the 
government’s vaccination program. The 
latter hinges not only on the availability of 
vaccines and the organization of a well-
paced vaccination process, but also on the 
population’s perceptions towards vaccina-
tion. Skepticism against vaccines remains 
high and may decrease only with a strong-
er pro-vaccination campaign. 
Bulgaria is projected to grow by 2.6 per-
cent in 2021 and reach its pre-crisis (2019) 
level of real output in 2022. The baseline 
scenario assumes that vaccination in Bul-
garia will gain momentum in Q2 and Q3, 
which will gradually help restore consum-
er and business confidence. With expecta-
tions of reduced infection rates in the 
summer and increased inoculation in Bul-
garia’s main market, the EU, external sales 
of goods are likely to recover but tourism 
is expected to remain below pre-crisis 
levels. Drawdowns on the EU Recovery 
and Resilience Facility are not expected 

before Q4/2021, with limited impact on this 
year’s investment and growth. Even if non-
performing loans have risen moderately 
until December, 2020 (from 6.5 percent a 
year ago to 7.4 percent) and the banking 
sector remains well capitalized, NPL lev-
els may pick up more steeply after the 
current moratorium on bank loan service 
is lifted.    
In addition to the pandemic-related chal-
lenges, upcoming general elections in ear-
ly April also add to the uncertainties. 
Swift formation of a new government 
would be a prerequisite for the smooth 
continuity of fiscal response measures and 
the restoration of investor confidence as 
vaccination gains momentum. Delivery on 
the fiscal consolidation plans also hinges 
on the outcome of election. 
Barring any unforeseen developments 
with the COVID-19 virus and under the 
assumption of high vaccination rates, pov-
erty is projected to decline in 2021 to 6.3 
percent as a result of an improved econo-
my facilitating favorable labor market 
conditions and normalized food inflation.  
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.1 3.7 -4.2 2.6 3.3 3.4

Private Consumption 4.4 5.5 0.2 2.6 2.8 3.1

Government Consumption 5.4 2.0 7.0 0.8 1.1 0.5

Gross Fixed Capital Investment 5.4 4.5 -5.1 3.2 6.3 5.6

Exports, Goods and Services 1.7 3.9 -11.3 7.1 6.4 5.8

Imports, Goods and Services 5.7 5.2 -6.6 6.5 6.0 5.1

Real GDP growth, at constant factor prices 3.5 3.3 -4.3 2.6 3.3 3.4

Agriculture -2.0 4.1 -5.3 3.4 1.0 0.5

Industry -1.1 -0.5 -4.6 3.7 4.0 3.9

Services 5.8 4.6 -4.2 2.1 3.2 3.5

Inflation (Consumer Price Index) 2.8 3.1 1.7 3.2 3.3 3.4

Current Account Balance (% of GDP) 1.0 3.0 0.1 1.8 2.5 2.4

Net Foreign Direct Investment (% of GDP) -1.4 -1.3 -0.7 -1.7 2.1 1.9

Fiscal Balance (% of GDP) 0.1 -1.0 -3.0 -1.9 -1.5 -0.9

Debt (% of GDP) 22.3 20.2 25.3 26.6 26.7 26.0

Primary Balance (% of GDP) 0.8 -0.4 -2.6 -1.7 -1.2 -0.5

International poverty rate ($1.9 in 2011 PPP)a,b 0.9 0.8 0.9 0.8 0.7 0.7

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 2.2 2.0 2.1 2.0 2.0 1.8

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 6.9 6.3 6.8 6.3 6.0 5.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on ECAPOV harmonization, using 201 8-EU-SI LC.Actual data: 201 8. Nowcast: 201 9-2020. Forecast are from 2021 to 2023.

(b) Projection using neutral distribution (201 8)  with pass-through = 0.87  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
The large reliance on tourism has made 
Croatia highly vulnerable to adverse ex-
ternal shocks such as the current pandem-
ic. GDP contraction in Croatia in 2020, at -
8.4 percent, was one of the largest in the 
EU. The country also suffered from two 
devastating earthquakes, in March and 
December 2020. Going forward, generous 
EU funding through various initiatives 
should play a key role in supporting the 
country’s economic recovery. However, 
Croatia will need to use such funds appro-
priately for both reforms and investment, 
to maximize the benefits of such financing. 
While the vaccination program has start-
ed, the situation remains highly uncertain 
because of vaccine supply bottlenecks, its 
effectiveness on new virus variants, and 
uptake levels among the population.  
At 65.2 percent of the EU27 GDP per capi-
ta in 2019 (PPP), Croatia still lags behind 
EU peers. Strengthening long-term 
growth is critical to accelerate the income 
convergence. This will require a diversifi-
cation of the economy towards more 
knowledge-based sectors and addressing 
the economy’s structural issues, including 
public sector governance, education out-
comes and the efficiency of the judiciary. 
On the fiscal front, the surge in public 
debt in 2020, reflecting the economic 
downturn and a large fiscal stimulus 
package, calls for fiscal prudence and 
efforts to increase the effectiveness and 

efficiency of public spending over the 
coming years.  
 
 

Recent developments 
 
Economic activity continued to recover at 
the end of the last year from a drop expe-
rienced during the first half of 2020. How-
ever, the pace of recovery was much slow-
er compared to the summer months due 
to the reintroduction of social distancing 
measures. Overall, Croatia’s real GDP is 
estimated to have contracted by 8.4 per-
cent in 2020. The tourism sector bore the 
brunt of the impact, which was reflected 
in a sharp drop in export of services. De-
cline in exports of goods was, on the other 
hand, relatively moderate following re-
covery towards the end of the year. Pri-
vate consumption and investment also 
strengthened in the second half of 2020, 
which further helped in cushioning the 
annual decline in the manufacturing sec-
tor, while construction activity continued 
to increase in 2020.  
Due to a sharp deterioration in the trade 
deficit, the current account balance is esti-
mated to have fallen to -1.3 percent of 
GDP in 2020, after six years of surpluses.  
As a result of the fiscal stimulus, the de-
cline in employment was relatively mod-
est, and administrative unemployment 
averaged 9 percent, 1.3 percentage points 
higher than in 2019. Fiscal support 
measures together with decline in eco-
nomic activity led to a surge in public 
debt, estimated at 87.2 percent of GDP in 
2020. 

CROATIA 

FIGURE 1  Croatia / Real GDP growth and contributions to 
real GDP growth  

FIGURE 2  Croatia / Actual and projected poverty rates and 
real GDP per capita 

Sources: CROSTAT, World Bank. Source: World Bank. Notes: see notes to Table 2. 

As for most countries in Europe, the end of 

2020 saw a surge of COVID-19 infections 

and the reintroduction of social distancing 

restrictions in Croatia. The country also 

suffered from a second devastating earth-

quake in December last year.  Progress on 

vaccination should allow for reopening poli-

cies, resulting in a gradual recovery of the 

Croatian economy led by the tourism sector. 

GDP is projected to increase by 4.7 percent 

in 2021, enabling poverty to return to a 

downward trend.  
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Table 1 2020

Population, million 4.0

GDP, current US$ billion 56.8

GDP per capita, current US$ 1 41 01 .4

International poverty rate ($1.9)
a 0.5

Lower middle-income poverty rate ($3.2)
a 0.8

Upper middle-income poverty rate ($5.5)
a 2.4

Gini index
a 29.8

School enro llment, primary (% gross)
b 94.6

Life expectancy at birth, years
b 78.1

(a) M ost recent value (201 8), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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The degree of expansionary monetary 
policy increased, and the liquidity of the 
banking sector reached historical highs. 
Also, the NPLs ratio remained stable. 
This, however, can be partly explained by 
regulatory relief and agreed moratorium 
on credit obligations and should therefore 
be monitored closely.  
Results from the second round of the Rap-
id Household Assessment conducted in 
December indicate low-wage earners con-
tinue to be more affected by the crisis than 
those in the top income brackets. Also, 
nearly 30 percent of Croatian households 
reported an annual reduction in overall 
income in 2020 and approximately 80 per-
cent of households indicate inadequate 
savings to weather the shock from the 
prolonged pandemic. The situation is 
more challenging for poor and rural 
households. Poverty is estimated to have 
increased to 2.6 percent in 2020 – or ap-
proximately 14,000 additional Croatian 
living on less than $5.5 a day at 2011 PPP 
prices.  

 

Outlook 
 

Economic activity in Croatia is projected to 
gradually recover from the downturn expe-
rienced in 2020 growing at the average 

annual rate of 4.5 percent in the 2021-2023 
period. Implementation of the vaccination 
strategy and epidemiological measures in 
Croatia and Europe are expected to put the 
pandemic under control by the summer of 
2021 allowing countries to partially lift 
travel restrictions. For Croatia this would 
result in an increase in tourist arrivals, 
and together with the recovery of its trad-
ing partners, would lead to strong growth 
of exports of goods and services. Invest-
ments are projected to be supported by 
EU funds, including for earthquake recon-
struction. Although a pick-up in inflation 
that could reach 1.8 percent by 2023 will 
weigh in on real incomes, improved 
household sentiment and gradual labor 
market recovery could result in strength-
ening of personal consumption. The eco-
nomic situation in Croatia is likely to con-
tinue improving till the end of the forecast 
horizon as the pandemic abates, and with 
increased uptake of EU funds. The current 
account balance is projected to return to 
surplus (estimated at 2.2 percent of GDP 
in 2023), following trade deficit improve-
ments.  Continued increase in economic 
activity and phasing-out of the fiscal sup-
port measures should reduce the fiscal 
deficit and bring public debt below 80 
percent of GDP by 2023. 
The gradual rebound of the economy is 
expected to reduce poverty.  However, 

the compounded impacts of the crisis and 
the low savings rate among working poor 
households could mean a longer recovery 
process for this vulnerable group com-
pared to others. Poverty is estimated to 
return to the pre-crisis level of 2.2 percent 
by 2021 and fall further to 2.0 percent by 
2023.    
The risks for the forecast are tilted to the 
downside reflecting possible prolongation 
of the pandemic and related travel re-
strictions as well as phasing out the fiscal 
support measures that could lead to a rise 
in unemployment. This would weaken the 
recovery and slow down the fall in the 
poverty. 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 2.8 2.9 -8.4 4.7 4.9 4.0

Private Consumption 3.3 3.5 -6.2 2.8 3.0 3.0

Government Consumption 2.3 3.4 2.0 2.4 2.2 2.2

Gross Fixed Capital Investment 6.5 7.1 -2.9 6.0 6.3 6.5

Exports, Goods and Services 3.7 6.8 -25.0 14.2 15.4 6.3

Imports, Goods and Services 7.5 6.3 -13.8 9.7 11.2 5.2

Real GDP growth, at constant factor prices 2.6 2.5 -6.3 4.7 4.9 4.0

Agriculture 6.2 1.2 3.7 2.4 2.4 2.4

Industry 1.4 2.3 -1.3 3.9 4.6 4.1

Services 2.8 2.7 -8.6 5.2 5.2 4.1

Inflation (Consumer Price Index) 1.5 0.8 0.2 0.9 1.7 1.8

Current Account Balance (% of GDP) 1.8 2.8 -1.3 0.3 0.9 2.2

Net Foreign Direct Investment (% of GDP) 1.6 2.0 2.2 2.1 1.9 1.8

Fiscal Balance (% of GDP) 0.2 0.4 -7.2 -3.7 -2.3 -1.1

Debt (% of GDP) 74.3 72.8 87.2 85.8 82.7 79.2

Primary Balance (% of GDP) 2.5 2.6 -5.1 -1.6 -0.3 0.8

International poverty rate ($1.9 in 2011 PPP)a,b 0.5 0.5 0.5 0.5 0.4 0.4

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 0.8 0.7 0.8 0.8 0.7 0.7

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 2.4 2.2 2.6 2.2 2.1 2.0

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on ECAPOV harmonization, using 201 8-EU-SI LC.Actual data: 201 8. Nowcast: 201 9-2020. Forecast are from 2021 to 2023.

(b) Projection using neutral distribution (201 8)  with pass-through = 0.87  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Georgia has a strong record of implement-
ing economic reforms and raising the living 
standards of its citizens. Economic growth 
has been strong—averaging 5 percent per 
annum between 2005 and 2019—and pov-
erty (national measure) declined rapidly to 
19.5 percent in 2019, almost half its 2007 
rate, spurred by sound macroeconomic 
policies and improving governance. How-
ever, the economy has not created suffi-
cient employment, and many Georgians 
remain engaged in low-productivity agri-
cultural activities. Georgia’s export basket, 
which is relatively small and undiversified, 
underscores the economy’s incomplete 
structural transformation. Georgia’s human 
capital outcomes are also weak—learning 
outcomes and linkages to private sector 
needs are weak. 
The COVID-19 outbreak threatens to 
reverse Georgia’s past economic gains. 
Stringent measures, including curfews, a 
ban on public transport, lockdowns, and 
border closures, allowed the country to 
contain the pandemic’s spread in early 
2020. However, the easing of measures in 
the summer contributed to a significant 
second surge in late 2020—Georgia be-
came one of the 20 most affected coun-
tries in the world in terms of reported 
cases per million population. The author-
ities enacted a second strict lockdown 
from end-November to early February, 
leading to a reduction of COVID cases 

and permitting a gradual reopening of 
the economy starting March 2021. 
 
 

Recent developments 
 
The economy fell into recession in 2020, 
contracting by 6.2 percent. Following a 
strong start to the year, economic activity 
collapsed after March as the authorities 
introduced pandemic-related lockdown 
measures. The shock has been broad-
based, but the transport, tourism, and 
construction sectors suffered the largest 
impacts. Job and income losses were se-
vere. The unemployment rate reached 20.4 
percent in the fourth quarter of 2020. More 
than one-third of the employed were una-
ble to work at the peak of the restrictions. 
Poverty is estimated to have risen by 5.4 
percentage points in 2020 (using the na-
tional poverty line); even as government’s 
sizeable support package likely prevented 
an even greater increase in poverty. 
The economic shock also put pressure on 
the external accounts. The current account 
deficit reached 12 percent of GDP in the 
first nine months of 2020, driven by weak 
services exports as border closings halted 
tourist arrivals. The deficit was only par-
tially offset by an improving net income 
balance and transfers from abroad—
remittances remained resilient (this could, 
however, reflect the rising formalization 
of transfers)—and a narrowing trade defi-
cit driven by  import compression as do-
mestic demand weakened. On the financ-
ing side, substantial public borrowing 
fully financed the gap and allowed for 

GEORGIA 

FIGURE 1 Georgia / Real GDP growth and contributions to 
real GDP growth  

FIGURE 2  Georgia / Poverty rate and GDP per capita  

Sources: Geostat and WB staff calculations. Source: World Bank  Note: see Table 2.   

The COVID-19 pandemic hit Georgia 

hard. Mobility restrictions, a sudden halt 

to tourist arrivals, and weak external de-

mand drove an estimated economic con-

traction of 6.2 percent in 2020. The pov-

erty rate increased by an estimated 5.4 

percentage points. Job and income losses 

were severe. The fiscal deficit and public 

debt rose above statutory levels as the 

crisis put pressure on fiscal and external 

balances. The recovery will be gradual. 

The current forecast—with output recov-

ering to pre-COVID levels in 2022—

remains subject to considerable downside 

risks. 

Table 1 2020

Population, million 3.7

GDP, current US$ billion 1 5.9

GDP per capita, current US$ 4271 .7

International poverty rate ($1.9)
a 3.8

Lower middle-income poverty rate ($3.2)
a 1 4.9

Upper middle-income poverty rate ($5.5)
a 42.0

Gini index
a 35.9

School enro llment, primary (% gross)
b 99.3

Life expectancy at birth, years
b 73.6

(a) M ost recent value (201 9), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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reserves accumulation. Official reserves 
rose to $3.9 billion by the end of 2020 
(representing nearly 5 months of goods 
and services imports). However, the exter-
nal debt-to-GDP ratio jumped to 124 per-
cent of GDP by end-September, up from 
102 percent of GDP a year earlier. 
The government’s fiscal response to the 
pandemic—estimated at over 7 percent of 
GDP—drove a widening of the fiscal deficit 
in 2020, with government spending up by 
19 percent year on year. Simultaneously, 
revenue collection fell by round about 4 
percent compared to 2019. As a result, the 
fiscal deficit widened to 9.7 percent of GDP 
and public debt to over 60 percent of GDP, 
above the limits prescribed by the fiscal 
rule, triggering the rule’s escape clause. 
Support from development partners and 
stepped-up domestic debt issuance fully 
met the government’s financing needs. 
Annual inflation moderated in the second 
half of 2020 after reaching 7 percent in 
April 2020. A modest recovery of the lari 
and lower oil prices helped bring inflation 
down to 2.4 percent by end-2020 (this in-
cludes 2 percentage point downward ad-
justment owing to a government utility 
subsidy). The National Bank of Georgia 
(NBG) responded by lowering its policy 
rate by 100 basis points between April and 
August to 8 percent, keeping it steady 
through February. 

The banking sector remained profitable in 
2020 despite the frontloading of potential 
losses in March, as mandated by the NBG. 
The share of nonperforming loans rose to 2.6 
percent in 2020 from 1.9 percent in 2019. An-
nual credit growth moderated but remained 
robust at 13 percent in December 2020.  

 

Outlook 
 

Georgia’s economy is projected to recover 
in 2021, growing by 4 percent, with the 
key baseline assumption that there are no 
further severe waves of COVID-19 infec-
tions that necessitate additional lock-
downs and ongoing political impasse is 
resolved. The recovery will be supported 
by fiscal stimulus in the form of accelerat-
ed capital spending, tax deferrals, acceler-
ated VAT refunds, and targeted support 
for the most affected businesses, as well as 
higher social spending. The fiscal deficit is 
expected to remain elevated at around 7 
percent of GDP in 2021. 
The external deficit is expected to narrow 
in 2021 compared to 2020. Still, it will re-
main high at about 11 percent of GDP as 
the services sector recovers gradually, and 
import flows pick up in line with firming 
economic activity. Recovering FDI and 
sustained support from international  

financial institutions are expected to cover 
Georgia’s external financing needs and 
help maintain a comfortable reserves 
cushion. 
The pace of recovery beyond 2021 will be 
contingent on vaccine rollout and the res-
toration of international trade and invest-
ment. Under a baseline scenario in which 
no third wave of infections materializes 
and a significant share of the population is 
vaccinated by 2022, economic growth 
could recover to 5.0 percent in 2022 and 
2023. The baseline scenario projects that 
the fiscal deficit will narrow to reach the 
levels prescribed by the fiscal rule (3 per-
cent of GDP) by 2023. The pandemic’s 
impact on poverty and inequality will 
depend on the severity and duration of 
the crisis and the policy response. Under 
the baseline scenario, the poverty rate is 
expected to decline gradually, returning to 
pre-crisis levels by 2023. 
Delayed vaccinations, further restrictions 
and prolonged political tensions represent 
the key downside risks to this outlook. 
Either scenario could lead to a slower re-
covery in 2021 and a more modest recovery 
in the medium term, with output not re-
turning to pre-COVID levels until 2024. A 
delayed recovery could also pose risks to 
macro-financial stability, given Georgia’s 
high rate of dollarization, unhedged bal-
ance sheets, and high gross external debt. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 4.8 5.0 -6.2 4.0 5.0 5.0

Private Consumption 5.8 7.2 -4.0 2.2 4.0 5.2

Government Consumption 1.6 5.7 11.8 0.7 -2.4 -3.7

Gross Fixed Capital Investment 1.9 -0.1 -8.3 4.4 10.5 6.8

Exports, Goods and Services 10.1 9.8 -30.2 20.9 10.0 9.7

Imports, Goods and Services 10.3 6.6 -19.2 11.5 7.3 7.1

Real GDP growth, at constant factor prices 5.2 5.1 -5.9 3.7 5.1 5.0

Agriculture 13.8 -0.6 3.6 0.7 2.1 2.6

Industry 0.2 2.7 -2.8 3.6 3.8 3.6

Services 5.8 6.4 -7.7 4.0 5.8 5.6

Inflation (Consumer Price Index) 2.6 5.0 5.3 4.0 3.0 3.0

Current Account Balance (% of GDP) -6.8 -5.5 -12.0 -11.0 -9.4 -7.9

Net Foreign Direct Investment (% of GDP) 5.3 5.9 4.3 5.5 6.8 6.4

Fiscal Balance (% of GDP) -2.6 -3.4 -9.7 -7.5 -4.4 -3.0

Debt (% of GDP) 41.4 41.8 62.5 62.5 61.1 59.8

Primary Balance (% of GDP) -1.4 -2.2 -8.2 -5.7 -2.9 -1.4

International poverty rate ($1.9 in 2011 PPP)a,b 4.5 3.8 4.5 4.0 3.6 2.9

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 15.5 14.9 17.0 15.5 13.7 11.8

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 42.5 42.0 45.7 43.2 40.0 36.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on ECAPOV harmonization, using 201 9-HIS. Actual data: 201 9. Nowcast: 2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 9)  with pass-through = 1  based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 1 8.7

GDP, current US$ billion 1 59.8

GDP per capita, current US$ 8528.4

Upper middle-income poverty rate ($5.5)
a 4.6

Gini index
a 27.8

School enro llment, primary (% gross)
b 1 04.4

Life expectancy at birth, years
b 73.2

(a) M ost recent value (201 8), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Since independence in 1991, Kazakhstan 
has experienced remarkable economic 
performance. Rapid growth, fueled by 
structural reforms, tapping of abundant 
hydrocarbon resources, strong domestic 
demand, and FDI has helped reduce pov-
erty and transform the country into an 
upper middle-income economy.  
However, productivity growth has weak-
ened, averaging close to zero percent over 
the past decade, slowing down the pace of 
economic growth. Over-dependence on 
hydrocarbons makes the economy vulner-
able to external shocks, as nearly 70 per-
cent of country’s export earnings comes 
from crude oil. Half of country’s popula-
tion lives in rural, sparsely populated, and 
economically isolated areas with poor 
access to public services and vulnerability 
to poverty. The COVID-19 pandemic is 
likely to exacerbate the economic and so-
cial vulnerabilities. 
To support strong, sustainable, and inclu-
sive economic recovery, the authorities 
need to advance structural reforms while 
dealing effectively with the pandemic. The 
policy imperatives are multifold. The first 
policy priority is to diversify the economic 
base by improving competitiveness of the 
non-oil and gas sectors, including through 
reforms in the financial sector and invest-
ment policies. The second priority is to 
limit the outsized role of SOEs, enhance 
competition and create a level playing 

field for the private sector. The third prior-
ity is to improve the quality and progres-
sivity of public spending to address ine-
quality. Finally, it would be essential to 
strengthen public sector institutions and 
reinforce the rule of law to attract much-
needed investment in the non-extractive 
sector. 
 
 

Recent developments 
 
The coronavirus pandemic and the col-
lapse in exports have taken a severe toll 
on the Kazakh economy. GDP fell for the 
first time in two decades, down by 2.6 
percent in 2020. The nationwide mobility 
restrictions over COVID-19 led to a con-
traction in consumer demand and invest-
ment. Consumer demand fell 5.0 percent 
along with a drop in retail trade, while 
investment dropped by 3.4 percent, large-
ly because of a sharp fall in FDI. Economic 
activity experienced a severe contraction 
in April-June of 2020, at the peak of re-
strictions, followed by a growth rebound 
in manufacturing, trade and transporta-
tion services in the second half of the year.  
A sharp fall in exports and commensu-
rate reduction in imports left the current 
account balance broadly unchanged at 
3.4 percent of GDP in 2020. NBK reserves 
rose by almost $6.7 bln. in December to 
reach $35.6 bln. because of higher gold 
prices, despite heavy FX market interven-
tions. The tenge fell by 15 percent against 
the dollar by April 2020 because of the 
collapse in oil prices but has since re-
gained a third of its losses following the 

KAZAKHSTAN 

FIGURE 1 Kazakhstan / Real GDP growth and contribution 
to real GDP growth  

FIGURE 2  Kazakhstan / Actual and projected poverty rates 
and real GDP per capita 

Sources: Statistical Office of Kazakhstan; World Bank staff estimates. Source: World Bank. Note: see Table 2.  

GDP fell by 2.6 percent in 2020 due to 

reduced domestic demand and mobility 

and health safety restrictions brought 

about by the COVID-19 crisis and the 

collapse in exports. Inflation moved up 

driven by higher food prices and tenge 

depreciation. With employment and in-

comes negatively affected, the poverty rate 

increased to 14 percent in 2020. Growth 

is likely to bounce back in 2021 as disrup-

tions associated with the pandemic dissi-

pate and external demand picks up. The 

pace of recovery remains vulnerable to the 

course of the pandemic. 
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pickup in oil prices and FX interventions 
by NBK. 
The government responded early to the 
COVID-19 crisis and introduced a fiscal 
stimulus package in the size of about 6 
percent of GDP directed to SMEs and 
households. As a result, budget spending 
surged to an estimated 23.2 percent of 
GDP from a pre-crisis 19.5 percent. To 
fund the anti-crisis package, the govern-
ment reallocated existing budgetary 
funds, tapped into Oil Fund reserves and 
scaled up domestic borrowing. The budg-
et deficit rose to 4.0 percent of GDP from a 
1.8 percent a year earlier, and public debt 
moved up to 24.4 percent of GDP.  
In February 2021, inflation rose to 7.4 per-
cent y-o-y, up from 6.0 percent a year ear-
lier, largely because of 11.6 percent in-
crease in food prices in January. Higher 
inflation also reflects the impact of the 
tenge depreciation. Despite higher infla-
tion, the National Bank (NBK) kept its 
policy rate at 9.0 percent in January 2021. 
Despite the crisis, the banking sector rec-
orded a positive return to assets of 2.3 
percent, thanks to strong growth in con-
sumer loans, while corporate lending re-
mained subdued. Nonperforming loans 
(NPLs) remained little changed at 6.8 per-
cent of the loan portfolio in December. 
Government support measures, such as 
loan guarantees, moratoria, and subsi-
dized loans helped halt mass corporate 

insolvencies during the lockdown. Howev-
er, the true size of NPLs might emerge high-
er than officially reported after the pandem-
ic, when support measures taper off. 
In 2020, the official unemployment rate 
changed little from a pre-pandemic level.  
However, the rate of temporary leave, es-
pecially among low-income workers, rose 
sharply during the national lockdowns.  As 
a result, poverty rate is estimated to have 
increased to 14 percent in 2020. 
 
 

Outlook 
 
Economic growth is expected to rebound 
in 2021, driven by resumption of domestic 
activity, recovery in global demand for oil, 
continued fiscal support measures, and a 
successful national inoculation against the 
COVID-19 virus.    
With the continued pace of recovery, the 
economy is expected to grow within 3.0-
4.0 percent range in 2021.  
Private consumption spending is likely to 
pick up in 2021, driven by the release of 
pent-up demand as incomes rebound and 
retail lending continue apace. Higher de-
mand for housing is expected to support 
residential investment, as government 
program would allow pensioners to use 
some their savings to purchase a house or 
pay down mortgages. 

The government is likely to continue an 
expansionary fiscal stance in 2021 due to 
rising spending on social assistance, edu-
cation, and infrastructure. The nonoil defi-
cit is projected to decline to nearly 9.0 per-
cent of GDP in 2021 but remain above the 
mid-term target of 6 percent. Government 
debt is likely to increase to 27 percent of 
GDP due to higher domestic borrowing 
and disbursement of external loans to 
finance the deficit. 
Inflation is expected to moderate in 2021, 
as supply disruptions and the crisis pre-
cautionary food buying wane. However, 
an expansionary fiscal stance with signifi-
cant direct lending provisions can sustain 
pressure on inflation. 
The current account deficit is projected to 
improve modestly, supported by stronger 
exports thanks to higher oil prices and 
rebound in global demand for oil and a 
gradual pick up in imports. 
Despite growth recovery, poverty rate is 
expected to decrease gradually before 
reaching to a pre-crisis level of welfare. 
However, economic recovery could lose 
momentum if the progress on vaccination 
slows, mobility restrictions last longer, 
public investments delayed, and external 
demand is weaker than expected. Busi-
ness insolvencies and layoffs could hit 
incomes, increase poverty, and expose the 
banking sector to higher NPLs. 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 4.1 4.5 -2.6 3.2 3.5 4.3

Private Consumption 5.3 5.8 -5.0 4.2 3.4 3.7

Government Consumption -14.0 15.5 14.2 -0.3 1.4 1.4

Gross Fixed Capital Investment 4.6 11.9 -3.4 3.5 3.5 4.0

Exports, Goods and Services 11.5 2.2 -2.6 2.5 3.1 4.0

Imports, Goods and Services 3.2 11.6 -2.3 4.7 3.1 3.5

Real GDP growth, at constant factor prices 4.1 4.5 -2.5 3.4 3.4 4.3

Agriculture 3.2 0.9 2.6 2.4 2.6 2.6

Industry 4.1 3.8 -1.5 2.9 3.3 5.0

Services 4.2 5.3 -3.7 3.8 3.6 4.1

Inflation (Consumer Price Index) 6.2 5.3 6.8 6.2 5.4 5.0

Current Account Balance (% of GDP) 0.0 -3.6 -3.4 -2.4 -1.1 1.1

Net Foreign Direct Investment (% of GDP) 2.8 3.2 2.2 2.5 4.9 4.5

Fiscal Balance (% of GDP) -1.1 -1.5 -4.0 -3.8 -1.8 -1.6

Debt (% of GDP) 20.7 19.8 24.4 26.8 27.1 27.1

Primary Balance (% of GDP) -0.2 -0.5 -3.0 -3.0 -0.8 -0.6

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 4.6 4.0 14.2 12.9 11.6 9.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on ECAPOV harmonization, using 201 8-HBS.Actual data: 201 8. Nowcast: 201 9-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 8)  with pass-through = 0.87  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Kosovo entered 2021 under continued 
pressure from the COVID-19 pandemic 
and in expectation of a government 
change following the organization of early 
elections in February 2021. Given 
healthcare capacity constraints, stringent 
containment measures were imposed in 
Q2 2020 but were relaxed in Q3. Vaccina-
tion has not commenced as of March 2021.  
Because diaspora-related tourism exports 
accounted for almost one-quarter of GDP 
prior to the pandemic, recovery will also 
depend on international travel restrictions 
and vaccination progress in diaspora host 
countries.  
Growth averaged 3.6 percent over 2009-
2019 and, before the pandemic, was ex-
pected to exceed 4 percent in the medium 
term. Private investment added to 
growth in recent years, but was mostly 
concentrated in trade and construction 
industries, with limited productivity 
spillovers.  
Likewise, robust growth did not translate 
into more jobs as the employment rate 
remained almost constant between 2017 
and 2019. In 2019, 21 percent of the popu-
lation still lived with under US$5.5 per 
person per day (in 2011 PPP), and this 
share is expected to have increased in 
2020 by 4-5 percentage points. Poor edu-
cation and health outcomes limit the con-
tribution of human capital to inclusive 
growth and the pandemic likely widened 

this gap. As a largely service and con-
sumption-based economy, Kosovo was 
particularly vulnerable to the COVID-19 
shock.  
To support the recovery in 2021, the Gov-
ernment should strengthen compliance 
with pandemic preventive measures, 
increase treatment capacity and effective-
ness while reducing citizens’ out-of-
pocket costs, and boost vaccination. Tar-
geting of social protection and private 
sector support measures should be im-
proved and implementation of public 
projects with secured financing accelerat-
ed. To support a resilient recovery in the 
medium term, public spending effective-
ness and the regulatory environment 
should be enhanced. Investment in hu-
man capital should be prioritized.   
 
 

Recent developments 
 
In 2020, economic activity is estimated to 
have contracted by 6.9 percent, driven by 
a plunge in exports—principally   because 
of a 51 percent drop of diaspora travel 
services—and investment. Consumption 
contributed modestly, with higher gov-
ernment offsetting lower private con-
sumption. Fiscal stimulus combined with 
increased remittances and goods exports 
cushioned the contraction. 
Consumer price inflation decelerated in 
2020 to 0.2 percent because of weak do-
mestic demand and declining import 
prices. 
Formal employment weathered the im-
pact of the downturn, but compensation 

KOSOVO 

FIGURE 1  Kosovo / Actual and forecast GDP vs  
Pre-COVID-19 5-year GDP trend  

FIGURE 2  Kosovo / Actual and projected poverty rates and 
real GDP per capita  

Sources: Kosovo agency of statistics and World Bank staff calculations.  Source: World Bank. 

Economic activity contracted by 6.9 per-

cent in 2020, driven by plunging diaspora 

tourism and lower investment. Govern-

ment and Central Bank policy support 

measures coupled with higher remittances 

and goods exports mitigated the contrac-

tion. The recovery should start in 2021 

with growth hovering above 4 percent in 

the medium term. However, real economic 

activity should recover losses only in 

2022.  Addressing long-standing struc-

tural impediments and prioritizing lim-

ited fiscal space for high-return human 

capital investments is vital to supporting 

a resilient recovery. 

Table 1 2020

Population, million 1 .8

GDP, current US$ billion 7.5

GDP per capita, current US$ 41 45

Upper middle-income poverty rate ($5.5)
a 24.4

Gini index
a 29.0

Life expectancy at birth, years
b 72.2

(a) M ost recent value (201 7), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Poverty rate (%) Real GDP per capita (LCU constant)
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and working hours were reduced. Regis-
tered unemployment increased, most like-
ly from informal job losses. Overall, un-
employment remains high at 25 percent of 
the labor force (46.9 percent of youth) in 
Q3 2020. Projections suggest a poverty 
increase of 4-5 p.p. in 2020 (70-90 thou-
sand new poor). The expected return to 
growth in 2021 should modestly reduce 
poverty as the services sector recovers. 
Despite a 28.4 percent reduction in public 
investment, the budget deficit closed 2020 
at 7.6 percent of GDP, due to lower public 
revenues against the contraction. Current 
spending increased by 18.6 percent, driv-
en by pandemic-related spending of an 
estimated 4.4 percent of GDP. The deficit 
was financed primarily through domestic 
and external debt and liquidation receipts. 
The drop in imports and a rise in second-
ary income almost compensated the 
plunge in exports during 2020. As a result, 
the current account deficit (CAD) deterio-
rated marginally from 5.5 to 5.7 percent of 
GDP. CAD was primarily financed by net 
FDI inflows and other international debt-
driven investment flows.  
Bank deposits and bank credit increased 
by 11.5 and 7.1 percent, respectively. 
New loans increased only by 1.8 percent, 
reflecting restructuring activity through-
out the year. Capital adequacy is above 
regulatory requirements, while NPLs 

increased by 0.7 p.p. Forbearance 
measures by the Central Bank cushioned 
the impact of the pandemic on the finan-
cial sector.  

 

Outlook 
 

Growth is projected to reach 4 percent in 
2021. The recovery is expected to be grad-
ual. Economic activity will reach pre-
pandemic levels only in 2022, mainly driv-
en by a rise in exports and consumption. 
Growth in goods exports should continue 
to be strong in the medium term, as base 
metal prices are expected to rise. Service 
exports should also recover driven by a 
recovery in diaspora-related tourism ex-
ports, as international travel restrictions 
are relaxed, and vaccination accelerates in 
Europe.  
Economic growth is projected to remain 
over 4 percent in the medium term, but 
downside risks to the outlook are high. 
The projected outlook rests on the as-
sumption of relaxed international mobility 
between Europe and Kosovo, no further 
strict local containment measures and a 
recovery in Euro Area growth. There is 
also potential for higher growth, including 
through faster implementation of IFI-
financed public investment. 

Fiscal deficit will remain elevated in 2021 
projected at 5.1 percent of GDP, driven by 
fiscal stimulus measures and the disrup-
tion in the growth trajectory induced by 
the pandemic. Revenues are expected to 
recover as growth picks up. Fiscal stimu-
lus aimed at supporting businesses and 
livelihoods should be fully executed in 
2021, at about 3.2 percent of GDP.  
The CAD should remain at 5.7 percent of 
GDP in 2021 and gradually improve over 
the medium-term. Goods exports should 
increase gradually, while imports also 
increase on the back of higher aggregate 
demand. The size CAD will be deter-
mined by the pace of remittance growth 
and recovery of diaspora-related tourism 
exports.  
The pandemic has intensified the develop-
mental gaps, hence progress on structural 
reforms, including improvements in the 
design and targeting of social protection 
spending and regulatory environment for 
businesses is vital in reversing the adverse 
economic and social impact of the pan-
demic and building resilience against fu-
ture negative shocks.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.8 4.9 -6.9 4.0 4.5 4.1

Private Consumption 5.3 1.6 -0.2 0.8 2.5 3.2

Government Consumption 8.9 9.6 4.8 2.1 -0.3 -1.0

Gross Fixed Capital Investment 6.1 6.8 -13.5 3.3 6.6 8.0

Exports, Goods and Services 2.2 7.5 -27.2 25.5 13.6 7.2

Imports, Goods and Services 8.9 3.3 -7.9 6.7 5.3 4.9

Inflation (Consumer Price Index) 1.1 2.7 0.2 0.7 1.0 1.3

Current Account Balance (% of GDP) -7.6 -5.5 -5.7 -5.7 -4.9 -4.7

Net Foreign Direct Investment (% of GDP) 3.4 2.7 4.0 3.2 3.2 3.2

Fiscal Balance (% of GDP) -2.9 -2.9 -7.6 -5.1 -3.1 -3.0

Debt (% of GDP) 16.3 16.9 22.3 24.9 26.5 28.2

Primary Balance (% of GDP) -2.6 -2.6 -7.2 -4.6 -2.4 -2.2

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 23.0 21.0 24.9 23.2

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on ECAPOV harmonization, using 201 7-HBS.Actual data: 201 7. Nowcast: 201 8-201 9. Forecast:2020-2021.

(b) Nowcast using neutral distribution (201 7) with pass-through = 0.7  based on GDP per capita in constant LCU. Projection using sector-level GPD forecast for 2020 and 

2021 with pass-through =1 
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Key conditions and 
challenges 
 
The Kyrgyz Republic was making strides 
toward macroeconomic stability before the 
COVID-19 pandemic. Real GDP growth 
averaged 4 percent over the last decade, 
average inflation was low at 1.1 percent 
and the fiscal deficit was reduced to 0.5 
percent of GDP in 2019. As a result of debt 
forgiveness from the Russian Federation 
and prudent debt management policy, gov-
ernment debt fell to 52 percent of GDP at 
end-2019 from 67 percent in 2015. 
The Kyrgyz som was broadly stable 
against the U.S. dollar, and the country’s 
foreign exchange reserves were equivalent 
to 6 months of import cover in December 
2019. 
However, the Kyrgyz economy has re-
mained vulnerable to external shocks ow-
ing to its heavy dependence on remittanc-
es (27 percent of GDP) and gold exports (9 
percent of GDP). Together with political 
instability, these vulnerabilities have re-
sulted in volatile economic growth. Con-
sequently, it has been insufficient to raise 
living standards or reduce poverty. Sub-
stantial import spending for investment 
kept the current account deficit high (12 
percent of GDP). 
Strong and sustainable economic growth 
requires institutional strengthening and 
policies to develop the private sector, 
spur international trade, and encourage 
fiscally sustainable energy production. 
Constraints to private investment and 

growth include the large infrastructure 
gap, weak rule of law and governance, 
poor business environment, and onerous 
regulations. The energy sector’s financial 
weaknesses—stemming from below-cost 
recovery tariffs and a failure to meet WTO 
and Eurasian Economic Union standards 
and technical regulations—further limit 
the Kyrgyz Republic’s growth potential. 
 
 

Recent developments 
 
The March–May 2020 lockdown, which 
included border closures to contain the 
spread of COVID-19, was a major shock to 
the Kyrgyz economy, significantly reduc-
ing household incomes and business reve-
nues. In October 2020, political turmoil 
worsened the country’s investment cli-
mate. As a result—and despite the easing 
of lockdown restrictions later in the 
year—real GDP contracted by 8.6 percent 
in 2020. Twelve-month inflation rose to 9.7 
percent in December (from 3.1 percent a 
year earlier), primarily driven by ex-
change rate depreciation (19 percent). The 
current account is estimated to have run a 
surplus of 4 percent of GDP in 2020, re-
flecting a 30 percent contraction in im-
ports and resilient export earnings that— 
supported by gold exports—declined only 
by about 2 percent. Remittances remained 
at 2019 levels. Gross official reserves re-
mained adequate at 5.9 months of imports 
as the central bank purchased domestical-
ly-produced gold to offset sales of foreign 
exchange ($518 million, three times as 
much as in 2019) to limit som volatility. 

FIGURE 1 Kyrgyz Republic / Real GDP growth and contribu-
tions to real GDP growth 

FIGURE 2  Kyrgyz Republic  / Actual and projected poverty 
rates and real GDP per capita       

Sources: Kyrgyz authorities; World Bank staff calculations. Source: Source: World Bank. Note: see Table 2.   

Real GDP contracted by 8.6 percent in 

2020 because of the COVID-19 outbreak, 

the policies to limit its impact, and the  

domestic political turmoil. External trade 

declined sharply, and the fiscal position 

deteriorated. The poverty rate is estimated 

to have more than doubled compared to 

the precrisis period. GDP growth is fore-

cast to recover in 2021, assuming that 

domestic economic activity picks up and 

external trade resumes as the pandemic 

wanes, political stability is maintained, 

and external demand recovers. 
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Table 1 2020

Population, million 6.6

GDP, current US$ billion 7.7

GDP per capita, current US$ 1 1 78.4

International poverty rate ($1.9)
a 0.6

Lower middle-income poverty rate ($3.2)
a 9.7

Upper middle-income poverty rate ($5.5)
a 52.6

Gini index
a 29.7

School enro llment, primary (% gross)
b 1 06.0

Life expectancy at birth, years
b 71 .4

(a) M ost recent value (201 9), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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The central bank raised the policy interest 
rate by 75 basis points to 5 percent in Feb-
ruary 2020 in response to higher inflation. 
The rate has remained unchanged since 
even with inflation trending higher in the 
fourth quarter. Reflecting heightened un-
certainty, the central bank allowed greater 
exchange rate flexibility, eased regulatory 
requirements for commercial banks, and 
provided additional liquidity. This stance 
was appropriate to absorb the COVID-19 
shock and support economic activity.  
Surging expenditures and weaker reve-
nues drove a widening of the general 
government deficit in 2020, to 4.2 percent 
of GDP (from 0.5 percent in 2019). The 
fiscal easing was appropriately aimed at 
supporting private enterprises and ad-
dressing health and social needs. Tax 
payment deferments and temporary tax 
exemptions for crisis-affected businesses 
resulted in a decline of 1.4 percent of 
GDP in tax revenues. An increase in 
grant receipts partially offset the tax 
shortfall. Spending increased by 2.2 per-
cent of GDP, driven by increased com-
pensation to medical workers, and 
spending on medicines, personal protec-
tive equipment, and other medical mate-
rials. The higher deficit—together with 
the GDP contraction and som deprecia-
tion—drove an increase in public debt  to 
68 percent of GDP in December 2020. 

The combined health and economic 
shocks of 2020 drove up poverty and  
diminished social welfare. A significant 
share of the population is vulnerable and 
at risk of falling into poverty due to lower 
incomes, higher food prices, or job losses. 
The poverty rate is estimated to have 
more than doubled in 2020 from 9.7 per-
cent in 2019 (US$ 3.2/day, 2011 PPP).  
 
 

Outlook 
 

The coronavirus pandemic and the politi-
cal turmoil have weakened the Kyrgyz 
Republic’s macroeconomic outlook, with 
medium-term growth projections below 
prepandemic forecasts. Real GDP is pro-
jected to recover to its pre-pandemic level 
only by 2023; the recovery is expected to 
take even longer in real GDP per capita 
terms.  Our baseline scenario projects real 
GDP growth of 3.8 percent in 2021 as eco-
nomic activity recovers, driven by services 
and construction. Growth is forecast to 
increase to an average of 4.4 percent in 
2022–23. This scenario assumes a reduc-
tion of new COVID-19 cases as vaccines 
are deployed, that political stability is 
maintained, and external demand and 
trading conditions improve. With the sta-
bilization of the exchange rate, average 

inflation is expected to moderate to 5.4 
percent. The current account deficit is pro-
jected to widen to about 7 percent of GDP 
in 2021, reflecting a faster pace of import 
recovery relative to export growth. 
The fiscal deficit is projected to narrow to 
3.9 percent of GDP in 2021, driven by high-
er tax revenues thanks to economic recov-
ery and the expiration of tax deferments 
and exemptions. Over the medium term, 
the authorities are targeting a fiscal deficit 
of 3 percent of GDP. Fiscal consolidation 
requires measures to expand the tax base, 
roll back pandemic-related expenditures, 
streamline nonpriority purchases, and re-
duce the wage bill as a share of GDP. 
Under a downside scenario, which as-
sumes a continued impact of COVID-19 
owing to a delay in vaccine availability and 
the reemergence of political instability, real 
GDP is expected to grow by only 1.5 per-
cent in 2021, with the current account and 
fiscal deficits deteriorating to around 10 
percent and 4.5 percent of GDP, respective-
ly. 
The poverty rate is projected to remain 
elevated in 2021–22 as households continue 
to face the pandemic's impacts. The social 
assistance system will remain under pres-
sure as social transfers support poor and 
vulnerable groups. Existing social protec-
tion programs will require scaling up to 
help the population cope with the shock. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.8 4.6 -8.6 3.8 4.3 4.5

Private Consumption 5.0 0.8 -6.8 3.0 3.4 3.6

Government Consumption 1.3 0.5 -1.2 2.0 -3.7 -1.9

Gross Fixed Capital Investment 6.9 7.1 -21.2 10.2 12.9 12.0

Exports, Goods and Services -2.7 16.2 -14.3 5.3 7.3 8.0

Imports, Goods and Services 7.4 6.1 -16.5 7.4 8.5 9.3

Real GDP growth, at constant factor prices 3.1 3.6 -8.6 3.8 4.3 4.5

Agriculture 2.6 2.5 1.1 2.0 2.2 2.5

Industry 5.1 6.6 -7.5 5.8 8.4 8.7

Services 2.8 3.2 -17.0 4.6 4.4 4.2

Inflation (Consumer Price Index) 1.5 1.1 6.3 5.4 5.0 5.0

Current Account Balance (% of GDP) -12.1 -12.1 4.0 -7.0 -7.6 -7.4

Net Foreign Direct Investment (% of GDP) 0.5 3.8 -1.8 0.8 1.2 2.3

Fiscal Balance (% of GDP) -1.6 -0.5 -4.2 -3.9 -3.4 -2.9

Debt (% of GDP) 54.7 51.6 68.1 68.4 67.7 66.4

Primary Balance (% of GDP) -0.5 0.5 -3.0 -2.0 -1.6 -1.2

International poverty rate ($1.9 in 2011 PPP)a,b 0.6 1.1 0.8 0.7 0.6

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 9.7 20.5 19.1 17.3 15.3

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 52.6 60.7 59.1 56.9 54.8

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on ECAPOV harmonization, using 201 9-KIHS.Actual data: 201 9. Nowcast: 2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 9)  with pass-through = 0.87  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Despite solid economic performance in 
recent years, Moldova has fallen short of 
its aspiration to achieve faster conver-
gence towards EU income levels. The eco-
nomic model continues to be reliant on 
remittances-induced consumption. Declin-
ing productivity growth resulting from 
deep structural and governance weak-
nesses constitutes a key challenge. State 
enterprises have a significant footprint 
and lower productivity than the private 
sector, while the business environment, 
anticompetitive practices, and taxes dis-
tort private initiatives. The bank fraud of 
2014 uncovered deep weaknesses in the 
financial sector.  
Moldova has one of the highest COVID-19 
infection and death rates per population 
in Europe. Despite the restrictive 
measures, the number of cases has been 
rising progressively on the back of low 
enforcement and compliance.  
The global recession, disruptions in sup-
ply chains, measures to flatten the conta-
gion curve, financial risk aversion, 
among others, are taking a heavy toll on 
the key components of aggregate de-
mand. While the medium-term growth 
prospects remain positive, a sustained 
recovery hinges on the containment of 
the pandemic and favorable external en-
vironment. A new wave of restrictions in 
the country and in the main trading part-
ners may further reduce consumer and 

business confidence leading to even lower 
remittances and exports. On the fiscal side, 
though the 2021 budget envisages an ambi-
tious fiscal stimulus, it might not be 
enough in case of slow roll-out of vaccines 
and limited foreign financing. Domestic 
risks relate to political instability, institu-
tional weaknesses, and political con-
straints to implement reforms of the judi-
ciary and structural reforms. Fragile eco-
nomic conditions and low productivity 
levels are exacerbated by the large foot-
print of the state in the economy, shrink-
ing fiscal space, low financial inter-
mediation and governance challenges. Ad-
ditionally, as shown by the severe drought 
episode in 2020, the economy is highly vul-
nerable to extreme weather episodes. 
  
 

Recent developments 
 
The combination of the pandemic and the 
severe drought is expected to affect most 
sectors of the economy. The economic 
activity plummeted in 2020, with GDP 
declining by 7.0 percent. Primary drivers 
of this deceleration are households’ con-
sumption, which declined by  
7 percent in 2020, and investments togeth-
er with de-stocking. 
The lockdown measures have halted 
trade and industrial production while a 
severe drought has resulted in a decline 
in agriculture production by over 26 
percent. Since the end of the lockdown, 
the economy has started to rebound grad-
ually, but most of the short-term indica-
tors remain in the negative territory.  

MOLDOVA 

FIGURE 1 Moldova / Actual and projected GDP growth and 
current account balance 

FIGURE 2  Moldova / Actual and projected poverty rates and 
real GDP per capita 

Source: World Bank, based on national statistics.  Source: World Bank. Notes: see Table 2. 

Moldova has one of the highest  

COVID-19 infection- and death rates per 

population in Europe. COVID-19 and the 

recent drought have drastically worsened 

the outlook for Moldova with a significant 

recession in 2020. Beyond 2020, high 

uncertainty on the duration of the pan-

demic and its economic and social ramifi-

cations could further constrain firms, 

workers and households, hampering the 

recovery. If downside risks materialize, 

reduced fiscal space may limit the capaci-

ty for further countercyclical measures.  

Table 1 2020

Population, million 2.7

GDP, current US$ billion 1 1 .9

GDP per capita, current US$ 4499.4

Lower middle-income poverty rate ($3.2)
a 0.9

Upper middle-income poverty rate ($5.5)
a 1 2.8

Gini index
a 25.7

School enro llment, primary (% gross)
b 89.5

Life expectancy at birth, years
b 71 .8

(a) M ost recent value (201 8), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Poverty rate (%) Real GDP per capita (LCU constant)

0

10000

20000

30000

40000

50000

60000

0

10

20

30

40

50

60

70

80

2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

Lower middle-income pov. rate Upper middle-income pov. rate
Real GDP pc

-11

-9

-7

-5

-3

-1

1

3

5

7

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Real GDP, % change Current account balance, % GDP

Percent of GDP



65 MPO Apr 21 

On the back of falling import prices and 
domestic demand, inflation has decelerat-
ed markedly in 2020, fluctuating below 
the lower band of the corridor of 5 percent 
(+/- 1.5 percent) since August. In response, 
the National Bank cut the prime rate 5 
times to a new record low of 2.65 percent. 
The large import compression has led to 
an improvement in the current account 
deficit, which was mainly financed by 
debt instruments, predominantly public.  
On this background, fiscal stance deterio-
rated substantially. From pre-COVID-19 
level, tax revenue increased by about 0.3 
pp of GDP while spending increased by 
4.1 pp of GDP. As a result, the fiscal defi-
cit reached 5.1 percent of GDP in 2020.  
Employment dropped by 0.5 percent in 
the last quarter of 2020, with the most 
affected sectors being trade and hospital-
ity, followed by agriculture and industry. 
Job losses, together with declining earn-
ings, the return of the most vulnerable 
economic migrants, and rising food pric-
es have led to increased strain on house-
holds' finances. As a result, poverty, as 
measured by the US$5.50 PPP a day, is 
projected to increase from an estimated 
10.6 percent in 2019 to an estimated 14.2 
percent in 2020.   
 
 
 

 

Outlook 
 
Uncertainties around the evolution of the 
pandemic will keep the economy below 
potential. Economic growth is expected to 
rebound to 3.8 percent in 2021, assuming 
favorable conditions thanks to the rollout 
of vaccines. Consumer and investment 
confidence are expected to improve on the 
back of favorable external conditions, in-
crease in social transfers, and accommoda-
tive monetary stance. Most sectors are 
expected to bounce back, though the 2019 
levels are estimated to be reached only in 
2022. The agricultural sector is expected to 
rebound strongly after a bad yield in 2020. 
While the current account deficit is ex-
pected to have narrowed in 2020, it will 
gradually widen as the economy acceler-
ates. Inflation is expected to remain lower 
than the target corridor of 5 percent +/- 1.5 
pp in 2021-22 but to pick up as the recov-
ery strengthens.  
The authorities plan the fiscal deficit to 
reach 6.3 percent of GDP in 2021 and will 
remain higher than historical averages in 
the medium term due to a decline in reve-
nues as businesses struggle and house-

holds suffer from weak job creation.  
Public debt is expected to increase (by 9.1 
pp of GDP from pre-COVID-19 level) to 
36.5 percent of GDP in 2021, while still 
remaining relatively low by international 
standards. The government faces consid-
erable financing needs which might be 
difficult to meet domestically despite ag-
gressive monetary loosening. The capacity 
to mitigate the impact of the crisis and 
support economic recovery will critically 
depend on external financing, particularly 
a successful renegotiation on an IMF pro-
gram.  
Under the assumption of an economic 
rebound in Moldova and its main migrant 
destination countries, poverty, as meas-
ured by the US$5.50 PPP/day poverty line, 
is projected to decline from 14.2 percent in 
2020 to 12.3 percent in 2021. Going for-
ward, Moldova will need to address the 
inequality of opportunities and accelerate 
private sector-driven job creation. 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 4.3 3.7 -7.0 3.8 3.7 3.8

Private Consumption 4.5 3.2 -5.9 2.8 3.0 3.1

Government Consumption -0.2 -0.5 -0.2 0.2 0.0 -0.1

Gross Fixed Capital Investment 14.5 12.9 -1.7 7.8 8.7 8.9

Exports, Goods and Services 7.2 7.3 -15.5 6.6 7.1 7.5

Imports, Goods and Services 9.7 6.7 -8.9 5.1 6.3 6.5

Real GDP growth, at constant factor prices 4.4 4.0 -7.2 3.8 3.7 3.8

Agriculture 2.6 -2.3 -26.4 10.0 5.0 7.0

Industry 8.3 7.1 -4.3 4.3 4.8 5.4

Services 3.3 4.2 -4.1 2.5 3.0 2.6

Inflation (Consumer Price Index) 3.1 4.7 4.1 4.4 5.0 5.0

Current Account Balance (% of GDP) -10.4 -9.4 -5.5 -6.8 -7.5 -8.2

Net Foreign Direct Investment (% of GDP) 2.4 4.5 1.3 3.5 3.7 3.5

Fiscal Balance (% of GDP) -0.8 -1.4 -5.1 -4.0 -2.8 -2.5

Debt (% of GDP) 30.1 27.4 33.5 36.0 37.3 41.4

Primary Balance (% of GDP) 0.0 -0.7 -4.3 -3.2 -2.0 -1.8

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 0.9 0.7 1.0 0.8 0.7 0.4

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 12.8 10.6 14.2 12.3 10.5 9.2

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on ECAPOV harmonization, using 201 8-HBS. Actual data: 201 8. Nowcast: 201 9-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 8)  with pass-through = 0.87  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
As a small, open, and heavily tourism-
dependent economy, Montenegro was hit 
hard by COVID19, affirming its vulnera-
bilities to strong boom-bust cycles.   
Over the five years prior to the crisis, 
growth averaged 4 percent, driven by 
large public investments and consump-
tion. Over two-thirds of Montenegro’s 
jobs are in services, which account for 
over 70 percent of value added. The exter-
nal imbalances are structurally high and 
averaged 15 percent of GDP over 2015-19, 
largely financed by net FDI and external 
debt. Montenegro’s net international posi-
tion at negative 170 percent of GDP is 
amongst the largest in the world. Due to 
weaker adherence to fiscal plans and debt-
financed highway construction, public 
debt has doubled since independence. 
Montenegro aspires to join the EU, but 
significant rule of law challenges slow 
down progress and reflect a key develop-
ment constraint. 
The crisis has wiped out recent economic 
and social gains from the period of strong 
growth and exacerbated Montenegro’s 
vulnerabilities. These include: the lack of 
fiscal space, small production base and 
low diversification of the economy, busi-
ness environment weaknesses, and in-
come and social inequalities. These vul-
nerabilities translate into significant rever-
sals of progress in creating jobs, raising 
income, and reducing poverty.  

Montenegro ranks third in the number of 
infections per million inhabitants and rec-
ords among the highest death rates per 
capita from COVID-19 in the world. The 
pace of recovery will depend on when the 
pandemic is contained and the pace of 
immunization, which is currently slow. 
In 2020, the country saw the first demo-
cratic change of power. The new govern-
ment committed to accelerating reforms, 
strengthening the rule of law, and fighting 
corruption. These, coupled with strong 
fiscal and debt management and inde-
pendent and accountable state institu-
tions, would enable more inclusive, pri-
vate sector-led growth and efficient ser-
vice delivery to citizens.  

 
Recent developments 
 
In 2020, tourism plummeted due to 
COVID19: foreign tourist overnight stays 
and receipts collapsed by 90 percent. Con-
sequently, retail trade fell by almost 17 
percent, while industrial production was 
at 2019 levels. 
Administrative data show employment 
was down to a 9-year low, with the tour-
ism, construction, and trade sectors hit 
hardest. Unemployment went up by 13 
percent.  Wage subsidies and one-off cash 
transfers helped to avoid even larger 
layoffs and increases in poverty, though 
vulnerable workers in the informal sector 
might not have received much support. 
Poverty (income below $5.5/day in 
2011PPP) is estimated to increase from 
14.5 percent in 2019 to 20 percent in 2020.    

MONTENEGRO 

FIGURE 1 Montenegro / Real GDP growth and contributions 
to real GDP growth 

FIGURE 2  Montenegro / Actual and projected poverty rates 
and real GDP per capita  

Sources: MONSTAT, World Bank projections. Source: World Bank. Note: see Table 2. 

Montenegro suffered a very deep recession 

in 2020, estimated at 15 percent. The cri-

sis exposed Montenegro’s structural chal-

lenges and vulnerabilities, reversing eco-

nomic and social gains of recent years. 

Despite government support, employment 

fell across all sectors, and poverty is esti-

mated to have increased to 20 percent. 

Public debt soared to over 100 percent of 

GDP, requiring vigilant fiscal manage-

ment in the years ahead. The economy is 

projected to rebound in 2021, but GDP 

will not fully recover before 2023. 
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Table 1 2020
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In 2020, general government revenues 
declined by 13 percent, strongly driven 
by declines in VAT (-24 percent). General 
government spending went up by 4.6 
percent, partly due to support measures, 
while capital spending fell by 25 percent. 
In December, Montenegro placed a 7-
year EUR750 million Eurobond, with an 
interest rate of 2.875 percent to pre-
finance maturing debt and 2021 fiscal 
deficit.  
The financial sector was resilient in 2020: 
outstanding loans (including those in 
moratoria) were up by 3 percent, while 
deposits fell by 3 percent, driven by de-
clining household deposits. Yet, new lend-
ing was down by 26 percent and bank 
profits declined by over 50 percent. In 
December, non-performing loans edged to 
6 percent of total loans and the capital 
adequacy ratio was at 18.59.3 percent.  
As exports plunged and imports showed 
more resilience, the current account defi-
cit widened to 26 percent of GDP. Net 
FDI increased by 50 percent (due to 
smaller outflows, as buying-back of 
EPCG shares finalized in 2019), covering 
almost 40 percent of the CAD, with debt 
and deposit draw-down financing the 
rest of it. In December, international re-
serves (stronger due to the Eurobond) 
covered 10 months of merchandise im-
ports. 

Outlook 
 
The blurred outlook due to the pandemic 
developments and vaccine rollouts is fur-
ther dimmed by unclarity on the govern-
ment’s medium-term plans. Due to a low 
base and assuming tourism recovers to 55 
percent of 2019 levels, Montenegro’s econ-
omy is expected to rebound in 2021 with 
an estimated GDP growth of 7.1 percent.  
The total output loss is, however, project-
ed to be fully recovered only in 2023 when 
the economy is expected to grow 3.5 per-
cent.  
External imbalances will remain elevated 
in 2021, but the finalization of the import-
dependent motorway section and stronger 
exports led by the tourism recovery are 
projected to reduce the current account 
deficit to 13 and 10 percent of GDP in 2022 
and 2023, respectively. After peaking at 
105 percent of GDP in 2020, public debt is 
estimated to return to pre-crisis levels by 
2023. However, the actual debt reduction 
trajectory might be steeper or flatter, de-
pending on the government’s medium-
term budgetary plans which are still un-
known, as it delayed the 2021 budget 
adoption. However, implementation of 
sound and credible fiscal policies is an 
imperative for debt sustainability.  

The outlook on employment is also highly 
uncertain and depends on the recovery of 
labor-intensive sectors. The speed of re-
covery of low-skill jobs will partly deter-
mine how fast poor and vulnerable house-
holds can return to pre-crisis income lev-
els. The poverty rate is projected to de-
cline to 17.9 percent in 2021. 
The current crisis has made the longstand-
ing policy priority of improving economic 
resilience more urgent than ever. 
In order to accelerate recovery and sustain 
inclusive growth and poverty reduction, 
Montenegro must keep macroeconomic 
stability, ensure inclusive and efficient 
provision of public services, carefully 
manage its natural resources and strength-
en the independence and capacities of its 
institutions. The government decisions to 
tackle the SOE governance issues are im-
portant steps in the right direction. 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 5.1 4.1 -14.9 7.1 4.5 3.5

Private Consumption 4.6 3.1 -4.4 2.2 2.3 2.3

Government Consumption 6.3 1.0 0.5 -0.4 -0.3 -0.1

Gross Fixed Capital Investment 14.7 -1.7 -9.9 3.5 -4.9 0.4

Exports, Goods and Services 6.9 5.4 -51.0 47.3 22.4 8.5

Imports, Goods and Services 9.2 2.4 -20.5 12.0 4.7 3.0

Real GDP growth, at constant factor prices 5.1 4.4 -14.9 7.1 4.5 3.5

Agriculture 3.3 -2.2 -1.5 1.0 1.2 1.5

Industry 15.3 5.6 -9.5 4.0 0.0 3.0

Services 2.2 4.9 -18.3 9.1 6.6 4.0

Inflation (Consumer Price Index) 2.6 0.4 -0.3 1.5 1.5 1.7

Current Account Balance (% of GDP) -17.1 -15.0 -25.8 -19.4 -13.1 -9.9

Net Foreign Direct Investment (% of GDP) 6.9 7.0 11.1 8.2 7.9 7.9

Fiscal Balance (% of GDP) -4.6 -3.0 -11.0 -5.1 -1.3 -0.4

Debt (% of GDP) 70.1 76.5 104.8 90.1 82.3 77.7

Primary Balance (% of GDP) -2.4 -0.8 -8.3 -2.3 1.1 1.8

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 15.2 14.5 20.0 17.9 16.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA

(b) Projection using point-to-point elasticity (201 2-201 5)   with pass-through = 0.7 based on GDP per capita in constant LCU and simulations of Covid-1 9 impacts. 

(a) Calculations based on ECAPOV harmonization, using 201 2-SI LC-C,  2015-SILC-C, and  201 6-SI LC-C.Actual data: 201 6. Nowcast: 201 7-2020.                                                                  

Forecast are from 2021 to 2023.
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Key conditions and 
challenges 
 
North Macedonia has enjoyed a period of 
relative macroeconomic stability over the 
last decade, accompanied by rising trade 
integration, especially in GVCs, an im-
proved business environment and inflow 
of foreign direct investment. While this 
has resulted in an average GDP growth of 
2.6 percent in the period 2010-2019, it was 
still lower than in peer countries.  
Poverty declined in recent years, but 
about 16.8 percent of Macedonians (using 
the US$5.5/day at 2011 PPP line) were still 
projected to live in poverty in 2019. Hit by 
the pandemic and the related recession, it 
is estimated that poverty increased be-
tween 1 and 4 percentage points in 2020. 
Support measures introduced by the gov-
ernment (i.e., subsidies and social security 
contributions to private firms and cash 
benefits and vouchers for vulnerable peo-
ple) helped alleviate the impact of the 
pandemic on poverty.  
Outlook for the near term, although posi-
tive, remains challenging as a result of 
continued containment measures in place, 
slow vaccine rollout, and unresolved 
structural bottlenecks. Human capital 
development is limited as a result of weak 
education and workforce skills acquisition 
which, together with low and declining 
productivity, has been constraining 
growth. This has only been further exacer-
bated by the learning loss caused by 
COVID-19. In addition, labor resources 

are underutilized as only 48 percent of 
working-age Macedonians are employed, 
while low birth rates and emigration are 
shrinking the workforce.  
The transition to a more dynamic econom-
ic model and, with it, the creation of job 
opportunities for the youth is linked to the 
implementation of key social sector, eco-
nomic, and governance reforms in a con-
text of political stability, increased trans-
parency, accountability, voice and partici-
pation. The current economic model, 
based on generous public support through 
subsidies and broad and growing tax ex-
emptions, is not sustainable and has led to 
an ever-increasing state involvement in 
the market. Countercyclical fiscal policies 
put in place to mitigate the impact of 
COVID-19 depleted the fiscal buffers and 
increased sustainability concerns. As the 
economic recovery firms up, a gradual 
withdrawal of the state support will be 
necessary. Finally, further delays in the 
opening of the EU accession negotiations 
may reduce willingness to undertake 
structural reforms.  
 
 

Recent developments 
 
Growth declined by 4.5 percent in 2020; 
less than earlier projected as the recession 
sharply eased in Q4. Private consumption, 
the main driver of growth in the past, ex-
perienced a sharp decline of 5.6 percent y-
o-y as a result of containment measures. 
Investment also declined by more than 10 
percent, even though it shortly rebounded 
in Q3. Government consumption that  

FIGURE 1 North Macedonia / Fiscal deficit, debt and  
guarantees     

FIGURE 2  North Macedonia / Actual and projected poverty 
rates and GDP per capita 

Sources: North Macedonia State Statistics Office and World Bank. Sources: : World Bank. Notes: see Table 2 

The pandemic led to a growth contraction of 

4.5 percent in 2020—the largest since inde-

pendence. Government response measures 

partially mitigated the crisis impact on 

households and firms, but the fiscal deficit 

tripled to 8.9 percent of GDP, and debt 

reached 60 percent of GDP. The near-term 

outlook is positive, but downside risks are 

high. While economic and social measures to 

remedy the crisis will take priority in early 

2021, fiscal, competition, environmental 

and governance reforms are needed for re-

covery and EU accession.  

NORTH  
MACEDONIA 

Table 1 2020

Population, million 2.1

GDP, current US$ billion 1 2.1

GDP per capita, current US$ 5825.2

Upper middle-income poverty rate ($5.5)
a 1 7.9

Gini index
a 33.0

School enro llment, primary (% gross)
b 98.2

Life expectancy at birth, years
b 75.7

(a) M ost recent value (201 8), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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increased by over 10 percent partly allevi-
ated declining domestic demand. External 
demand also plummeted, reflected in a 
10.9 percent y-o-y decline of exports. The 
accompanying decline in imports alleviat-
ed the pressure on the current account 
deficit which is expected to remain largely 
unchanged compared to 2019. On the pro-
duction side, agriculture, ICT and real 
estate activities were only sectors growing 
in 2020.  
Government support helped cushion the 
crisis impact on the labor market by sup-
porting over 130,000 jobs through wage 
subsidies in April, declining to 60,000 to-
wards the year-end as the economy slowly 
recovered. The unemployment rate re-
mained largely unchanged, but this was 
partly a result of people dropping out of 
the labor market. The activity rate 
dropped by 0.8 pp to 56.4 percent, the 
lowest level since 2008.  
The banking sector liquidity ratio of over 
23 percent in Q3 remained adequate, 
helped by the central bank measures. 
Credit continued growing at 4.7 percent 
y-o-y by end-2020, on account of both 
household and firm credits supported by 
strong deposit growth and crisis-support 
programs. Non-performing loans de-
clined to 3.3 percent given the allowed 
suspension on credit reclassification re-
quirements until December. However, an 

upward correction is expected in 2021 as 
this measure ended. The capital adequacy 
ratio stood at 16.9 percent in Q3 2020, 
double the mandatory level. Inflation re-
mained low at 1.2 percent y-o-y in 2020, 
reflecting subdued output and despite 
rising food prices in the second half of 
2020. 
The fiscal deficit tripled to 8.9 percent of 
GDP in 2020. The drop in VAT and excise 
revenues amounted to 0.9 percent of GDP 
and was cushioned somewhat by an in-
crease in social contributions. Spending 
increased by 4.4 percent of GDP, as health 
expenditures and subsidy schemes, aimed 
at employment retention, surged. Spend-
ing on wages and pensions also increased 
as a result of previous policy changes, 
while capital spending declined. Public 
and publicly guaranteed debt increased to 
60.2 percent of GDP as the government 
ramped up borrowing to finance the soar-
ing deficit and repay maturing obliga-
tions.  
 
 

Outlook 
 
The economic growth is expected to 
rebound to 3.6 percent in 2021. This sce-
nario assumes accelerated vaccinations 
by mid-2021, no further lockdowns, and 

increased external demand. In this sce-
nario of a gradual recovery, after a pro-
tracted recession in Q1 2021, a rebound 
is expected thereafter, as restored con-
sumer and investor confidence pushes 
up personal consumption, private in-
vestment, and exports. The fiscal deficit 
is planned at 4.9 percent but given the 
extended government support to firms 
and households in early 2021 of an ad-
ditional 1.4 percent of GDP, the actual 
deficit will likely be higher. Setting pub-
lic finances back on a sustainable path 
will be needed over the medium term, 
as public and publicly guaranteed debt 
surpasses 64 percent of GDP in 2021. 
Targeting a primary balance over the 
medium term would be needed to stem 
further public debt growth and not 
crowd out productive spending. This is 
even more important in the eventuality 
that international financing costs rise. 
Boosting revenues through cutting back 
on exemptions and strengthening com-
pliance are priorities along with a grad-
ual state withdrawal from the corporate 
sector. Bringing people back to the labor 
market, as well as education and gov-
ernance reforms could help boost poten-
tial growth. Poverty is projected to re-
sume its decline as growth gradually 
recovers in 2021.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 2.9 3.2 -4.5 3.6 3.5 3.4

Private Consumption 4.5 5.6 -7.4 4.5 3.9 3.7

Government Consumption 2.0 -1.3 10.1 3.6 1.2 0.3

Gross Fixed Capital Investment -19.8 20.2 -7.7 5.1 5.9 5.1

Exports, Goods and Services 15.6 4.6 -10.9 6.2 7.2 7.3

Imports, Goods and Services 9.1 10.5 -10.5 6.4 6.5 6.2

Real GDP growth, at constant factor prices 3.9 3.2 -3.7 3.6 3.5 3.4

Agriculture 8.6 0.6 1.7 2.7 2.5 2.0

Industry 0.2 4.6 -6.8 5.7 5.0 4.5

Services 4.9 2.9 -3.2 2.9 3.1 3.1

Inflation (Consumer Price Index) 1.5 0.9 1.2 1.6 2.0 2.0

Current Account Balance (% of GDP) -0.1 -3.3 -3.5 -3.4 -2.6 -1.5

Financial and Capital Account excl. reserves (% of GDP) 5.2 6.6 5.2 3.9 3.1 1.9

Net Foreign Direct Investment (% of GDP) 5.6 3.2 1.9 2.6 2.7 2.7

Fiscal Balance (% of GDP) -1.1 -2.2 -8.2 -5.4 -4.0 -3.3

Fiscal Balance with Pub. Ent. for State Roads (% of GDP) -1.7 -3.1 -8.9 -6.0 -4.2 -3.4

Debt (% of GDP) 48.4 49.4 60.2 64.9 65.9 67.2

Primary Balance (% of GDP) -0.5 -1.9 -7.7 -4.7 -2.8 -2.0

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 17.9 16.8 18.0 17.0

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on ECAPOV harmonization, using 201 8-SI LC-C.Actual data: 201 8. Nowcast: 201 9-2020. Forecast are from 2021.

(b) Projections based on sectoral GDP growth at constant LCU. 
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Key conditions and 
challenges 
 
The well-diversified Polish economy is 
one of Europe’s least affected economies 
by the COVID-19 pandemic. GDP de-
clined however by 2.7 percent in 2020, the 
first output contraction in over 20 years. 
Prudent macroeconomic policies, effective 
absorption of EU investment funds, a 
sound financial sector, and better access to 
long-term credit fed into inclusive growth 
and poverty reduction. Real wage growth 
and a range of demographically targeted 
social programs (“Family 500+”, “13th 
pension”) fed into robust consumption 
growth until early 2020. With an improv-
ing business environment, Poland inte-
grated well into regional value chains 
(RVCs). Higher levels of private invest-
ment, an improved innovation ecosystem, 
and further upgrading of RVCs are need-
ed to boost productivity and growth.  
A key challenge over the short term is to 
continue supporting the sectors most 
affected by the pandemic, while ensuring 
public debt sustainability. The unprece-
dented policy response to the COVID cri-
sis has narrowed available fiscal space.  
Increased spending efficiency is needed to 
rebuild fiscal buffers for future countercy-
clical policies and to prepare for the grow-
ing fiscal burden arising from aging. 
The full economic and social impact of 
COVID-19 hinges on the success of con-
tainment efforts, the vaccination rollout 
and of the policy measures. The second 

wave of the pandemic weakened the recov-
ery, forcing a lockdown in multiple sectors, 
in particular retail, accommodations and 
services, and further straining the healthcare 
system. The risk of delays in the vaccination 
rollout and subsequent pandemic waves 
could undermine the recovery, with implica-
tions for jobs and inclusion.  
Over the medium term, a key challenge to 
sustained growth is a tightening labor sup-
ply made more acute by the aging popula-
tion. Achieving decarbonization commit-
ments is another challenge. Strengthening 
institutions at both the national and subna-
tional level are necessary ingredients for 
sustained and inclusive growth and for the 
narrowing of regional disparities. 
 
  

Recent developments 
 
The economy recorded its first contraction 
since 1991 amid the pandemic, with out-
put contracting 2.7 percent in 2020. The 
government swiftly implemented excep-
tional stimulus and accommodative mon-
etary policy to mitigate the health, social 
impact and prevent economic scarring.  
The pandemic, heightened uncertainty, and 
negative confidence effects dampened pri-
vate consumption (-3.1 percent) and total 
investment, (-8.4 percent). Government 
spending to cushion pandemic impacts and 
a higher public wage bill contributed to the 
3.2 percent increase in public consumption, 
while public investment remained stable.  
Disruptions to international trade and 
transport and lower demand from key EU 
partners caused a 0.5 percent decline in 

POLAND 

FIGURE 1 Poland / Real GDP growth and contributions to 
real GDP growth  

FIGURE 2  Poland / Actual and projected poverty rates and 
real GDP per capita  

Source: World Bank. 

The two COVID-19 waves and contain-

ment measures have pushed the Polish 

economy into recession; however, Poland 

remained among the most resilient econo-

mies in the region. To mitigate the impact 

on firms and employment, economic 

measures were introduced that have nar-

rowed the fiscal space. While unemploy-

ment impacts have been stymied, work 

stoppages have resulted in considerable 

household income impacts. The key chal-

lenges over the short term are swiftly roll-

ing out vaccinations and ensuring a ro-

bust economic recovery.  

Source: World Bank.  Notes: see table 2. 

Table 1 2020

Population, million 38.0

GDP, current US$ billion 594.2

GDP per capita, current US$ 1 5654.9

Upper middle-income poverty rate ($5.5)
a 1 .2

Gini index
a 30.3

School enro llment, primary (% gross)
b 96.9

Life expectancy at birth, years
b 77.6

(a) M ost recent value (201 8), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Poverty rate (%) Real GDP per capita (LCU constant)

0

10000

20000

30000

40000

50000

60000

70000

0

2

4

6

8

10

12

14

2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

Upper middle-income pov. rate Real GDP pc

-6

-4

-2

0

2

4

6

8

2013 2014 2015 2016 2017 2018 2019 2020e 2021f 2022f 2023f

Final consumption Gross Fixed Investment

Change in inventories Net exports

Statistical Discrepancy GDP growth

Percent, percentage points



71 MPO Apr 21 

exports. Lower domestic expenditure 
caused imports to decline 2.6 percent, 
with net exports contributing 1 percentage 
point to growth in 2020.   
Although disruptions to RVCs and lock-
down measures affected industrial activity (-
9.4 percent in Q2), the Q3 rebound in do-
mestic activity and exports limited the de-
cline to 1.0 percent in 2020. Accommodation 
and catering collapsed by 45.5 percent, rais-
ing the risk of economic scarring. Most sec-
tors contracted at a moderate pace, while 
real estate activities and ICT expanded.    
Household income and employment im-
pacts of the pandemic were mitigated 
through multiple additional support 
measures as well as by demographically 
targeted transfers that acted as an income 
base for population segments. Rapid assess-
ments show that household income declines 
were more widespread and pronounced in 
the first pandemic wave. Work stoppages 
have however had a more pronounced im-
pact on lower-wage workers and those in 
non-standard contract types, who are also 
less likely to be covered by protective leave 
policies.  
The current account surplus rose to 3.5 per-
cent of GDP, as imports dropped by USD 
11.6 billion, while primary income outflows 
declined by USD 6.6 billion. 
The stimulus packages appear to have been 
effective in preventing a sharper increase in 

unemployment and earnings losses by sub-
sidizing salaries and supporting domestic 
enterprises via non-returnable transfers, 
loans, tax reliefs and deferrals among others. 
The unemployment rate increase was con-
tained to 1 pp. year-on-year by January 2021, 
rising to 6.5 percent.  
The large fiscal stimulus and the decline in 
economic activity caused the fiscal deficit to 
widen to an estimated 8.5 percent of GDP in 
2020.  
Inflation reached 3.4 percent in 2020, primar-
ily on account of lower international fuel 
prices and food prices. Meanwhile, higher 
electricity tariffs and a record low reference 
interest rate prevented a sharper decline in 
inflation.  
The financial sector's asset quality and capi-
tal adequacy remain at satisfactory levels.  
 
 

Outlook 
 
Trade recovery in the euro area, combined 
with improved confidence and a rebound 
in private consumption and investment is 
expected to support a moderate recovery 
of around 3.3 percent in 2021, bringing 
output above pre-crisis levels. The outlook 
incorporates the uncertainty arising from 
the new strains of the COVID-19 virus and 
the current pace of vaccination campaigns 

throughout Europe. Exceptional policy 
accommodation in Poland and in the EU 
more broadly is expected to continue 
throughout 2021, including near-zero poli-
cy interest rates. This baseline assumes 
that the pandemic is contained, with a 
vaccine effectively rolled out in 2021. 
The persistence of the crisis is expected to 
put a continued financial strain on poor 
working households that are more vulnera-
ble to reductions in hours worked and job 
loss. Therefore, the share of the population 
at risk of poverty is expected to remain ele-
vated through 2021 before gradually recov-
ering in 2022. 
Pent-up domestic demand, especially for 
capital and durable goods, and stronger 
demand for Poland’s exports from key EU 
trading partners will support a recovery in 
the industrial sector and exports. Recovery 
in imports and increased primary income 
outflows are expected to contribute to a nar-
rowing in the current account surplus. Po-
land could receive nearly Euro 28 billion in 
grants and guarantees under the “Next Gen-
eration EU” recovery package to fund its 
national recovery program, providing sup-
port for a green and digital transition. 
The fiscal deficit is expected to narrow start-
ing in 2021, as the economy recovers and as 
support measures are targeted to the most 
affected sectors and vulnerable groups.   
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 5.4 4.5 -2.7 3.3 4.2 4.2

Private Consumption 4.5 3.9 -3.1 3.1 3.4 3.3

Government Consumption 3.5 6.2 3.2 3.2 3.3 3.3

Gross Fixed Capital Investment 9.4 7.2 -8.4 5.6 10.2 8.4

Exports, Goods and Services 6.9 5.1 -0.5 2.0 5.1 5.5

Imports, Goods and Services 7.4 3.3 -2.6 2.4 6.1 5.8

Real GDP growth, at constant factor prices 5.3 4.5 -2.8 3.5 4.2 4.2

Agriculture -9.1 0.1 -3.0 5.5 1.0 1.0

Industry 7.0 2.2 -1.0 2.0 2.8 2.9

Services 5.0 5.8 -3.7 4.2 5.0 4.9

Inflation (Consumer Price Index) 1.6 2.3 3.4 2.6 2.5 2.4

Current Account Balance (% of GDP) -1.3 0.5 3.5 1.4 0.3 -0.6

Net Foreign Direct Investment (% of GDP) -2.6 -1.6 -0.9 -1.2 -1.1 -1.0

Fiscal Balance (% of GDP) -0.2 -0.7 -8.5 -5.1 -3.2 -2.9

Debt (% of GDP) 48.8 45.7 58.2 59.5 59.0 58.1

Primary Balance (% of GDP) 1.2 0.7 -7.2 -3.8 -1.6 -1.4

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 1.2 1.1 1.2 1.2 1.1 1.0

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on ECAPOV harmonization, using 2007-EU-SI LC,  201 7-EU-SILC, and  201 8-EU-SI LC.

Actual data: 201 8. Nowcast: 201 9-2020. Forecast are from 2021  to  2023.

(b)  Pro jection based off elasticities calibrated on 2007-201 7 growth periods and rapid assessment data, 

allowing for elasticities to vary between periods of contraction, recovery and expansion. 
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Key conditions and 
challenges 
 
Prior to the COVID-19 pandemic, Roma-
nia enjoyed a decade of economic growth; 
however, the COVID-19 crisis has affected 
economic activity and household incomes, 
exposing Romania’s structural issues. Fis-
cal policy has historically been procyclical. 
The budget deficit averaged -2.8 percent 
of GDP between 2011-2019 as GDP 
growth averaged 3.9 percent over the 
same period. Economic growth was 
strong despite weak fundamentals. Elevat-
ed private consumption, driven in part by 
unsustainable wage growth, has triggered 
inflationary pressures and placed the cur-
rent account deficit on a widening path. 
The quality and quantity of labor and cap-
ital, as well as slower productivity dy-
namics, have limited potential growth. 
Private investment has remained at fairly 
high levels, but a shallow financial sector 
limits the availability of long-term finance.  
The Government responded rapidly to the 
COVID-19 crisis by providing a fiscal 
stimulus of 4.4 percent of GDP in 2020. 
This is one of the lowest stimuli in the EU, 
reflecting the limited fiscal space. In the 
first COVID wave, poor and vulnerable 
households were less supported by the 
fiscal response measures, which extended 
more directly to those in formal employ-
ment structures; subsequent programs for 
daily wage and seasonal workers extend-
ed protections to typically more vulnera-
ble segments. 

The key challenge in the short term is to 
contain the COVID-19 crisis and limit its 
health, economic and social consequences. 
The Government’s policy response along-
side the European Union (EU) support, as 
well as a successful rollout of the COVID-
19 vaccine, will be critical in ensuring re-
covery. Bringing down the fiscal deficit 
alongside structural reforms to reduce 
inefficient expenditures and strengthen 
revenue mobilization will be paramount 
for the consolidation of public finance and 
for averting a sharp increase in public 
debt over the medium term. Additional 
challenges stem from Romania’s histori-
cally low EU fund absorption rates, rais-
ing questions on the country’s capacity to 
take advantage of the new recovery funds. 
 
 

Recent developments 

 
The Romanian economy contracted by                   
3.9 percent in 2020 on the back of better 
than expected fourth-quarter performance 
at -1.4 percent yoy. This reflects in part a 
smaller disruption of employment and 
production in the second wave of the pan-
demic in Q4 2020 compared to the first.  
Trade and services decreased by 4.7 per-
cent in 2020, and high-frequency indica-
tors point to a quicker recovery contrib-
uting to the fourth quarter GDP rebound, 
although certain sectors – such as tourism 
and hospitality – remained heavily affect-
ed. Industry contracted by 9.3 percent, 
over the same period, reflecting the weak-
ening of external demand from Europe 
alongside pandemic-related restrictions 

ROMANIA 

FIGURE 1 Romania / Real GDP growth and contributions to 
real GDP growth  

FIGURE 2  Romania / Actual and projected poverty rates 
and real GDP per capita  

Source: World Bank.  Source: World Bank. Notes: see table 2.  

The Romanian economy performed better 

than anticipated, contracting by 3.9 per-

cent in 2020. A proactive but constrained 

fiscal response, at 4.4 percent of GDP, 

supported firms to retain employees and 

fed into household incomes. Economic 

growth is expected to rebound to 4.3 per-

cent in 2021, supported by a pick-up in 

economic activity in the second half of the 

year. Poverty is anticipated to increase in 

the short term as the protracted impacts of 

COVID-19 affect domestic income 

sources and remittances.  

Table 1 2020

Population, million 1 9.2

GDP, current US$ billion 245.4

GDP per capita, current US$ 1 2757.5

International poverty rate ($1.9)
a 2.6

Lower middle-income poverty rate ($3.2)
a 5.3

Upper middle-income poverty rate ($5.5)
a 1 1 .0

Gini index
a 35.9

School enro llment, primary (% gross)
b 87.3

Life expectancy at birth, years
b 75.4

(a) M ost recent value (201 8), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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and supply chain disruptions. The biggest 
contraction was seen in agriculture, linked 
to persistent droughts affecting crops. The 
output contractions led to deteriorating 
labor market conditions and increased 
unemployment affecting household in-
come. The unemployment rate reached as 
high as 5.5 percent in July 2020 before 
edging down to 5.3 percent in December 
2020.  
Rapid household assessments of COVID-
19 impacts showed a substantial rise in the 
share of the population at risk of poverty 
in April 2020, which gradually declined 
between July 2020 and January 2021 as 
temporarily inactive workers returned to 
work. Poverty levels at the start of 2021, 
however, remain elevated – linked to the 
combination of the sharp agricultural con-
traction and the persistence of the pan-
demic. Lower-earning workers and those 
on non-standard contracts continue to be 
more affected by employment stoppages 
during the second pandemic wave and 
approximately 20 percent of households 
reported lower incomes in January 2021 
than prior to the pandemic, with impacts 
felt across income groups. 
The fiscal deficit surged to 9.8 percent of 
projected GDP at the end of 2020 on the 
back of COVID-19 related expenditures 
and lower revenues due to the economic 
downturn and tax relief. Tax facilities, 

investments, and exceptional expendi-
tures allocated to combat the effects of the 
COVID-19 pandemic totaled 46.3 billion 
Ron (4.4 percent of GDP). This included 
4.2 billion Ron for benefits granted during 
the period of temporary suspension of 
individual employment contracts, 2.7 bil-
lion Ron in VAT refunds supporting firm 
liquidity, and 0.9 billion Ron in bonuses 
granted for the payment at maturity of the 
tax on the income of micro-enterprises 
and the corporate income tax. 
To reduce the effects of the COVID-19 
crisis, the National Bank of Romania 
(NBR) has pursued a quantitative easing 
policy which included the purchase of 
government bonds from the secondary 
market, repo operations to provide liquid-
ity to credit institutions and monetary 
policy rate cuts amounting to 1.25 percent-
age points from 2.5 percent in February 
2020 to 1.25 percent in January 2021.  
 
 

Outlook 
 

The economy is projected to grow at 
around 4.3 percent in 2021 on the back of 
strengthened economic activity in the sec-
ond half of 2021. The strength of the re-
covery will depend on the success of the 
vaccine rollout and the policy response to 

the health crisis, as well as on develop-
ments in the EU. The impact of the stimu-
lus pursued at the EU level will play a 
critical role in the recovery given limited 
fiscal space. The NBR will continue its 
quantitative easing policy, further sup-
porting the recovery. However, as growth 
recovers, inflationary and current account 
deficit pressures are expected to reemerge, 
requiring an appropriate policy response.  
A substantial reduction of the fiscal deficit 
in 2021 is improbable, as the government 
will have to support the economic recov-
ery process. Over the medium term, the 
deficit will follow a downward trajectory 
but is likely to remain above 3 percent 
throughout the projection period. The 
widening fiscal deficit would push public 
debt to 62.2 percent in 2023, from 37.3 
percent in 2019. However, public debt 
remains one of the lowest in the EU.  
Poverty is projected to remain elevated 
due to the triple-hit in incomes facing 
poorer segments of the population, in the 
form of the persistent pandemic, the poor 
agricultural year, and declining remittance 
incomes.  
 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 4.5 4.1 -3.9 4.3 4.1 3.8

Private Consumption 6.5 6.4 -5.1 6.5 6.0 5.9

Government Consumption 6.8 5.0 6.5 1.2 3.5 3.0

Gross Fixed Capital Investment -1.1 13.0 5.6 3.9 5.1 3.9

Exports, Goods and Services 5.3 4.6 -10.0 6.2 7.8 6.8

Imports, Goods and Services 8.6 6.8 -6.0 7.1 8.1 7.3

Real GDP growth, at constant factor prices 3.9 4.0 -3.3 4.3 4.1 3.8

Agriculture 9.4 -5.0 -16.2 14.2 6.1 2.9

Industry 4.3 -0.6 -9.3 5.2 4.3 4.1

Services 3.2 7.6 0.9 3.1 3.8 3.7

Inflation (Consumer Price Index) 4.6 3.8 2.6 3.0 3.2 2.9

Current Account Balance (% of GDP) -5.3 -4.7 -5.0 -5.4 -5.7 -6.3

Net Foreign Direct Investment (% of GDP) 2.3 2.3 0.9 2.1 2.3 2.4

Fiscal Balance (% of GDP) -2.9 -4.4 -9.8 -7.2 -6.0 -4.7

Debt (% of GDP) 36.4 37.3 47.7 53.6 58.1 62.2

Primary Balance (% of GDP) -1.6 -3.1 -8.4 -5.5 -4.0 -2.8

International poverty rate ($1.9 in 2011 PPP)a,b 2.6 2.5 2.5 2.4 2.3 2.2

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 5.3 5.0 5.2 4.9 4.6 4.4

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 11.0 10.3 11.6 11.2 10.8 10.2

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on ECAPOV harmonization, using 2007-EU-SI LC,  201 7-EU-SI LC, and  201 8-EU-SILC.Actual data: 201 8. Nowcast: 201 9-2020. Forecasts: 2021 to 2023.

(b) Projection based off elasticities calibrated on 2007-201 8 growth periods and rapid assessment data, allowing for elasticities to vary between periods of contraction,  

recovery and expansion.
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Key conditions and 
challenges 
 
In recent years, Russia undertook signifi-
cant macro-fiscal stabilization efforts, re-
sulting in an improved fiscal position—
including a sizeable accumulation of fiscal 
and reserve buffers—reduced exposure to 
oil price volatility and a lower public debt 
burden. A massive banking sector clean-
up, together with enhanced regulation 
and supervision, fortified capital and li-
quidity buffers. These efforts strengthened 
Russia’s ability to respond to the pan-
demic’s adverse economic shocks. They 
allowed the government to provide a sub-
stantial countercyclical fiscal stimulus 
(about 4.5 percent of GDP) and an accom-
modative monetary policy (the key rate 
was lowered by 200 basis points between 
February–July 2020). 
Russia’s potential growth has been trend-
ing downward since the global financial 
crisis. While near-term recovery will be 
contingent on the stemming of the pan-
demic, longer-term economic prospects 
will depend on boosting potential growth 
through promoting economic diversifica-
tion, reducing the state’s economic foot-
print, leveling the playing field for the pri-
vate sector, improving governance—
particularly of state-owned enterprises—
and taking advantage of shifting global 
value chains. A green transition could pose 
significant challenges for the Russian econ-
omy unless the government undertakes 
preemptive steps toward decarbonization. 

The downward trajectory in poverty rates 
since 2010 was interrupted by the shocks 
of 2014–15. Since then, poverty has again 
declined, reaching 12.3 percent in 2019 
(using the national measure). The official 
poverty rate jumped to 13.3 percent in the 
third quarter of 2020, reflecting the coro-
navirus pandemic’s impact. Emergency 
social protection measures prevented an 
even greater increase in the poverty rate. 
 
 

Recent developments 
 
GDP contracted sharply in the second 
quarter of 2020, declining by 10.9 percent 
quarter on quarter, saar. Economic activity 
only partly recovered in the third quarter 
(rising by 2.8 percent quarter on quarter, 
saar) as mobility restrictions eased follow-
ing a decline in COVID-19 cases and 
households and companies benefited from 
government support, including countercy-
clical fiscal, monetary, macroprudential, 
and regulatory measures. Momentum 
slowed again in the fourth quarter as the 
pandemic’s second wave swept across 
Russia and the globe. Pandemic mitiga-
tion measures heavily impacted the ser-
vices sectors, with the transportation and 
hotels and catering sectors registering 
double-digit contractions. The 2020 exten-
sion of the OPEC+ agreement weighed on 
mineral resource extraction, which con-
tributed -1 percentage point to GDP 
growth. Lower energy export receipts, 
financial market volatility, and increased 
geopolitical risks fueled a sharp increase 
in capital outflows in 2020 ($47.8 billion, 

FIGURE 1 Russian Federation / High frequency economic 
indicators  

FIGURE 2  Russian Federation  / Actual and projected pov-
erty rates and real private consumption per capita 

Sources: Russian Statistical Authorities. Source: World Bank. Notes: see Table 2. 

A lower-than-expected GDP contraction in 

2020 and a rapid easing of COVID-19–

related restrictions have improved growth 

momentum, spurring an upgrade in the 

Russian Federation’s economic growth 

forecast to 2.9 percent in 2021 and 3.2 per-

cent in 2022 (from a December forecast of 

2.6 percent and 3.0 percent, respectively). 

However, this outlook remains subject to 

substantial uncertainty and downside risks. 

Following an uptick in 2020, the poverty 

rate is expected to decline in 2021 but re-

main above pre-pandemic levels until 2022.  

RUSSIAN  
FEDERATION 

Table 1 2020

Population, million
a 1 44.5

GDP, current US$ billion 1 481 .9

GNI per capita, US$ (Atlas method)
a 1 1 260

International poverty rate ($1.9)
b 0.0

Lower middle-income poverty rate ($3.2)
b 0.4

Upper middle-income poverty rate ($5.5)
b 3.7

Gini index
c 37.5

School enro llment, primary (% gross)
c 1 04.7

Life expectancy at birth, years
c 72.7

(a) M ost recent value (201 9).

(b) M ost recent value (201 8), 201 1 PPPs.

(c) M ost recent value (201 8).

Sources: WDI, M PO, Rosstat.

Notes:
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up from $22.1 billion in 2019), driving a 
real effective exchange rate depreciation. 
The sharp contraction in imports due to 
the depreciation, a decline in real income, 
and impediments to outward tourism 
failed to fully offset the drop in energy 
exports.  
The general government fiscal deficit wid-
ened to 4.0 percent of GDP in 2020 
(compared to a surplus of 1.9 percent of 
GDP in 2019), driven by pandemic re-
sponse spending and the need for eco-
nomic support measures amid lower ener-
gy revenues. Unemployment rose in all 
regions, but job losses were concentrated 
in manufacturing, real estate, and hotels 
and catering. The unemployment rate 
stood at 5.8 percent in January 2021, down 
from its peak of 6.4 percent in August but 
still above the 4.6 percent rate recorded in 
December 2019. 
Weakening asset quality across the corpo-
rate, small and medium enterprise, and 
retail segments put pressure on bank 
profitability and amplified macro-
financial risks. The extent of problem 
loans on bank balance sheets will only 
become clearer in mid-2021 when the au-
thorities lift the remaining regulatory for-
bearance measures. 
Since the end of 2020, 12-month consumer 
price inflation has exceeded the central 
bank’s target of 4 percent, owing mainly 

to higher global food prices and ruble 
deprecation. In February 2021, inflation 
reached 5.7 percent. Elevated inflationary 
pressure coupled with domestic demand 
rebound prompted the Central Bank of 
Russia (CBR) to raise its key interest rate 
by 25 bp to 4.5 percent in March. 

 

Outlook 
 

Assuming that no third wave of corona-
virus infections occurs in Russia, consum-
er and business confidence are expected to 
improve, paving the way for a gradual 
economic rebound. GDP growth is fore-
cast at 2.9 percent in 2021 and 3.2 percent 
in 2022. The general government deficit is 
expected to improve, narrowing to about 
2.0 percent of GDP in 2021 and turning 
into 0.5 percent of GDP surplus in 2022. 
Deficit financing, mainly through domes-
tic debt issuance, will increase general 
government debt to a still-manageable 20 
percent of GDP in 2023 (from 14 percent in 
2019). Following 2020’s stronger fiscal 
impulse, the 2021–22 fiscal consolidation 
in Russia will be deeper than in other 
emerging markets and will become a drag 
on growth. Given its relatively low public 
debt, sizeable macro-fiscal buffers, and 
expected persisting negative output gap, 

Russia has the fiscal space for a more 
gradual consolidation, allowing further 
increases in social spending and support 
to regions. In line with the OPEC+ agree-
ment, oil production restrictions will fall 
away in 2021-–22, supporting growth of 
oil output and export volumes. Twelve-
month consumer price inflation is project-
ed to average 4.3 percent in 2021 before 
stabilizing around the central bank’s tar-
get of 4 percent in 2022–23. 
In 2021, the poverty rate (using the upper-
middle-income poverty line of US$5.5 per 
day) is expected to decline to below 2020 
levels as the economy rebounds. Howev-
er, it will remain above pre-pandemic 
levels until 2022. 
The outlook faces substantial downside 
risks. Lower-than-expected vaccine effec-
tiveness or vaccine hesitancy could delay 
the economic recovery, as could new sanc-
tions. Banks could face deteriorating asset 
quality, profitability, and capitalization, 
including from the country’s overheated 
mortgage market. The CBR extended the 
forbearance on impairment recognition 
until mid-2021. Although these measures 
should allow banks to accumulate profits 
to increase loan loss provisioning, they 
will also delay the realization of unavoid-
able and costly losses. 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 2.8 2.0 -3.1 2.9 3.2 2.5

Private Consumption 4.2 3.1 -8.6 4.7 4.9 3.8

Government Consumption 1.3 2.4 4.0 -1.0 -1.0 1.0

Gross Fixed Capital Investment 0.6 1.5 -6.2 2.8 3.4 3.0

Exports, Goods and Services 5.6 0.9 -5.1 1.9 3.6 3.2

Imports, Goods and Services 2.7 3.5 -13.7 5.9 9.3 4.9

Real GDP growth, at constant factor prices 2.8 2.0 -2.8 2.7 3.2 2.4

Agriculture 1.7 2.7 0.0 1.8 1.8 1.8

Industry 2.9 1.5 -3.5 1.9 2.7 2.5

Services 2.8 2.2 -2.6 3.2 3.6 2.4

Inflation (Consumer Price Index) 2.9 4.5 3.4 4.3 4.0 4.0

Current Account Balance (% of GDP) 7.0 3.8 2.2 3.1 2.7 2.0

Net Foreign Direct Investment (% of GDP) -1.4 0.6 -0.3 0.2 0.2 0.2

Fiscal Balance (% of GDP)a 2.9 1.9 -4.0 -1.8 0.5 0.6

Debt (% of GDP) 13.7 14.0 17.8 19.1 19.6 20.0

Primary Balance (% of GDP)a 3.8 2.7 -3.1 -0.8 1.6 1.7

International poverty rate ($1.9 in 2011 PPP)b,c 0.0 0.0 0.0 0.0 0.0 0.0

Lower middle-income poverty rate ($3.2 in 2011 PPP)b,c 0.4 0.3 0.4 0.4 0.3 0.3

Upper middle-income poverty rate ($5.5 in 2011 PPP)b,c 3.7 3.3 4.2 3.7 3.2 2.9

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Fiscal and Primary Balance refer to  general government balances.

(b) Calculations based on ECAPOV harmonization, using 201 8-HBS.Actual data: 201 8. Nowcast: 201 9-2020. Forecast are from 2021  to  2023.

(c) Projection using neutral distribution (201 8)  with pass-through = 0.7  based on private consumption per capita in constant LCU. 
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Key conditions and 
challenges 
 
The focus of the Government of Serbia in 
recent years has been on macroeconomic 
stability, in light of deficits of over 6 per-
cent of GDP (2012-14) and high and in-
creasing public debt. A substantial fiscal 
consolidation effort started in 2014 to low-
er total expenditures from 45.2 percent of 
GDP in 2014 to 42.3 percent in 2019, and 
to increase revenues from around 38 per-
cent of GDP to 42.1 in 2019. As a result, 
the large deficits were turned into a sur-
plus in 2017 and a balanced budget there-
after. Tighter fiscal policy together with 
natural disasters, including a drought in 
2012 and major floods in 2014, resulted in 
lower growth, which averaged 1.9 percent 
over 2010-19 period. The rate of economic 
growth started to improve just before the 
COVID-19 pandemic, averaging 4.4 per-
cent in 2018 and 2019. Growth was pri-
marily led by consumption, and invest-
ment remained low as a share of GDP at 
around 19 percent over 2010-19 period.  
The Serbian economy went through the 
first year of the pandemic with a minimal 
recession since the government used most 
of the available fiscal space and buffers at 
the start of the pandemic. The impact of 
the program on the economy and living 
standards was favorable but came at a 
considerable fiscal cost. With limited 
space for future stimulus packages, fur-
ther reforms are needed to bring the econ-
omy back to sustained growth and to  

secure jobs and incomes while strengthen-
ing resilience to shocks.  
Over the medium term the Serbian econo-
my is expected to return to the pre-
COVID-19 growth pattern. However, 
some challenges that limit growth both 
over the short and over the medium to 
long term will remain. Most importantly, 
Serbia needs to continue efforts to remove 
bottlenecks for private sector growth 
stemming from the deteriorating govern-
ance environment, insufficiently devel-
oped infrastructure and unreformed edu-
cation sector which creates increasing con-
cern about skills mismatch.  
 
 

Recent developments 
 
After a robust growth of 4.2 percent in 
2019, the COVID-19 pandemic caused a 
recession of -1 percent in 2020. This is a 
significantly better result than what was 
previously projected (a drop of 3 percent). 
Services sectors were hit most by the pan-
demic-related events (down 1.5 percent, y/
y) while value added in industry re-
mained flat in real terms, and the agricul-
ture sector grew by 4.9 percent. On the 
expenditure side, both investment and 
consumption had a negative contribution 
to growth in 2020 (-1.1 and -0.7pp, respec-
tively) while net exports had a positive 
contribution to growth (0.8pp).  
The large fiscal stimulus program, of 
close to 13 percent of GDP, helped to 
keep the recession mild. It comprised tax 
deferrals and increased expenditures of 
around 8 percent of GDP and guarantees 

SERBIA 

FIGURE 1 Serbia / Actual and forecast GDP vs 5-year  
pre-covid trend  

FIGURE 2  Serbia / Actual and projected poverty rates and 
real GDP per capita 

Source: World Bank.  Source: World Bank. Notes: see Table 2. 
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in the amount of 4.8 percent of GDP. As 
the largest part of the package (7.4 percent 
of GDP) went to businesses, it helped to 
avoid a major reduction in employment. 
In fact, registered employment increased 
by 1.9 percent compared to 2019. The Q3 
unemployment rate, as measured by the 
Labor Force Survey, stood at 9 percent in 
2020, slightly lower than 2019. The wage 
subsidy and cash support to citizens also 
helped to avert a spike in poverty, alt-
hough at a significant fiscal cost. Due to 
the support package, limited labor market 
impacts, and growth in agriculture, pov-
erty (income under $5.5/day in revised 
2011 PPP) is estimated to have remained 
stagnant from 17.3 percent in 2019 to 17.4 
percent in 2020. 
The fiscal deficit increased significantly in 
2020 and reached an estimated 8.1 percent 
of GDP. This increase is primarily the re-
sult of the large fiscal stimulus program. 
Public debt is estimated at 58.2 percent of 
GDP by end-2020. 
Inflation by year-end reached 1.3 percent y/
y, however food prices increased by 2.1 
percent. The dinar has remained broadly 
stable against the euro, supported by sig-
nificant interventions by the NBS on the 
foreign exchange market (NBS sold re-
serves worth 1.5 billion euros in 2020). The 
banking sector’s performance remains ro-
bust despite two rounds of debt moratoria 

introduced in 2020 as part of the COVID-
19 response measures. NPLs stood at 3.5 
percent as of November. On the external 
side, CAD decreased significantly – from 
6.9 percent of GDP in 2019 to 4.3 percent 
in 2020.  
 
 

Outlook 
 

Recovery from the COVID-19 related re-
cession is expected to start in 2021. 
Growth will be supported by a recently 
announced new package of measures to 
support citizens and the economy worth 
5.1 percent of GDP. As a result, the econo-
my is expected to rebound by 5 percent in 
2021. Over the medium term, growth is 
expected to be around 4 percent. Growth 
will be driven by consumption and invest-
ment will recover only slowly, which may 
slow down the impact of growth on labor 
markets (both employment and wages). 
This medium-term outlook crucially de-
pends on international developments 
(including the control of COVID-19), the 
pace of structural reforms and political 
developments.  
Immediate focus is needed on measures to 
improve the business environment and 
governance in order to lower the cost of 
doing business and ensure security and 

safety, as well as efforts to improve the 
quality of infrastructure. Regarding the 
medium- to long-term challenges the fo-
cus should be on demography and climate 
change. First, an aging and shrinking pop-
ulation will leave Serbia with a smaller 
available labor force. Labor shortages 
combined with skills mismatches could 
significantly hurt the competitiveness of 
the Serbian economy. Second, the impact 
of climate change – including more fre-
quent and severe droughts and floods – 
will hit agriculture and food production 
hard and will make the cost of infrastruc-
ture maintenance much higher. 
The pace of labor market recovery will be 
critical for resumed poverty reduction.  
The new package is expected to support 
citizens and economic recovery, though 
poor and vulnerable households, who 
tend to depend more on self-employment 
and less secure jobs, may take longer to 
regain their income level. Poverty is pro-
jected to slowly decline to 16.8 percent in 
2021. 
In the medium term, regional disputes 
and slow progress with the EU accession 
process could affect investment sentiment 
and therefore delay investment projects in 
infrastructure and other sectors.  Labor 
market challenges limit the scope for ro-
bust welfare improvements and could be 
exacerbated by a significant brain-drain.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 4.4 4.2 -1.0 5.0 3.7 3.9

Private Consumption 3.1 3.1 -2.5 5.7 4.2 4.0

Government Consumption 3.7 8.7 11.8 -6.4 1.9 4.0

Gross Fixed Capital Investment 17.8 11.2 -8.2 15.1 5.6 5.2

Exports, Goods and Services 8.3 8.5 -5.9 7.8 8.6 9.5

Imports, Goods and Services 11.6 9.5 -3.5 7.3 8.0 8.7

Real GDP growth, at constant factor prices 4.5 4.2 -1.0 5.0 3.7 3.9

Agriculture 15.2 0.0 4.2 -4.0 1.0 0.0

Industry 2.8 0.2 0.0 4.0 4.5 5.0

Services 4.1 6.8 -2.1 6.6 3.6 3.8

Inflation (Consumer Price Index) 2.0 2.2 1.6 2.5 2.8 2.6

Current Account Balance (% of GDP) -5.2 -6.9 -4.4 -5.2 -5.9 -6.2

Net Foreign Direct Investment (% of GDP) 3.8 6.3 4.8 5.0 5.6 5.3

Fiscal Balance (% of GDP) 0.6 -0.2 -8.1 -5.0 -2.5 -1.4

Debt (% of GDP) 55.6 52.9 58.2 58.0 56.2 54.9

Primary Balance (% of GDP) 2.7 1.4 -7.1 -3.8 -0.5 0.5

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 17.9 17.3 17.4 16.8 15.4

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.

Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on ECAPOV harmonization, using 201 3-EU-SI LC and 201 7-EU-SI LC.Actual data: 201 7. Nowcast: 201 8-2020. Forecast are from 2021  to  2023.

(b) Projection using point-to-point elasticity (201 3-201 7)   with pass-through = 0.7 based on GDP per capita in constant LCU and simulations of Covid-1 9 impacts. 
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Key conditions and 
challenges 
 
Since the 1997 Peace Accord, the Tajik 
economy has grown steadily, averaging 
7.6 percent annually between 1998–20. 
GNI per capita rose six-fold, to $1,030 by 
2019, and poverty fell to 26.3 percent from 
over 80 percent in the early 2000s. Tajiki-
stan’s strong performance reflects a favor-
able external environment (which drove 
migrant remittances), generous official 
donor assistance, and the launch of struc-
tural reforms. However, despite high an-
nual growth rates, job creation rates have 
fallen short. Tajikistan remains highly 
dependent on migrant remittances and 
commodity exports to generate foreign 
exchange. As external financing declines, 
Tajikistan’s other main driver of growth—
public investment—also faces greater 
challenges. 
The 2016 taxpayer bailout of domestic 
banks and commercial borrowing in 2017 
for a large infrastructure project squeezed 
the fiscal space and pushed up the public 
debt to a level that presents a high risk of 
debt distress. In the context of large tax 
expenditures and inefficient state-owned 
enterprises ambiguous tax revenue mobi-
lization efforts led to a deterioration of the 
competition required for robust private 
sector development. 
With the credit to GDP ratio at 15.8 percent, 
Tajikistan’s financial sector remains shal-
low, lacks effective intermediation, and 
faces difficulties gaining the public’s trust. 

Tajikistan is making progress in improv-
ing its business climate. The country was 
among the top 10 reformers in Doing 
Business 2020 while still ranking 106 out 
of 190 economies worldwide. The protec-
tion of property rights, the rule of law, 
and corruption remain significant chal-
lenges to businesses operating in Tajiki-
stan. 
Poverty is largely a rural phenomenon in 
Tajikistan. Roughly 30 percent of the rural 
population lives in poverty compared to 
just 18 percent of the urban population. 
Labor earnings and remittances from 
abroad have been the two critical factors 
for poverty reduction in Tajikistan. In 
2020, the loss of employment and reduced 
incomes, especially from remittances, ex-
erted additional stress on poor house-
holds. 
 
 

Recent developments 
 
The impact of COVID-19 slowed real GDP 
growth to 4.5 percent in 2020 (from 7.5 
percent in 2019). Precious metals exports 
supported growth in 2020. In contrast, 
domestic demand suffered from declining 
private consumption and investment as 
remittance inflows fell by 6.3 percent year 
on year. On the supply side, the pandemic 
mainly affected activities in the hospitality 
and construction sectors. 
The current account recorded a surplus of 
7.6 percent of GDP in the first nine months 
of 2020 as Tajikistan benefited from surg-
ing gold prices. Exports of precious metals 
rose threefold to $690 million. In contrast, 

TAJIKISTAN 

FIGURE 1 Tajikistan / Real GDP growth and contributions to 
real GDP growth  

FIGURE 2  Tajikistan / Actual and projected poverty rates 
and real GDP per capita  

Sources: TajStat; World Bank staff estimates.  Source: World Bank. Notes: see Table 2.  
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lower disposable incomes amid job and 
earning losses and a 7.7 percent currency 
depreciation dampened consumer goods 
imports. Preliminary data show a signifi-
cant drop in precious metals exports in the 
fourth quarter of 2020, which likely re-
balanced the current account for the full 
year. Foreign exchange reserves rose to 8.5 
months of import cover at end-2020.  
The authorities swiftly responded to the 
pandemic by allowing tax deferrals for 
companies. They also ramped up 
healthcare spending by 44 percent and 
social expenditures by 10 percent. As a 
result, the 2020 fiscal deficit widened to 
3.3 percent of GDP. The outcome was low-
er than earlier projections, allowing the 
authorities to save some of the financial 
support from international financial insti-
tutions. Tajikistan also benefited from the 
Debt Service Suspension Initiative (DSSI), 
which suspended 2020 debt servicing 
equivalent to $43.5 million, creating fiscal 
space to respond to the pandemic. 
The central bank supported domestic de-
mand by cutting the policy rate by 200 bps 
in 2020, to 10.75 percent. Supply chain dis-
ruptions, higher food prices, and currency 
depreciation pass-through hiked yearly 
inflation to 9.4 percent. The financial sector 
was resilient amidst the pandemic. The 
nonperforming loan ratio fell to 23.8 per-
cent in 2020 (from 27 percent in 2019).  

The crisis increased food insecurity in 
Tajikistan. In May 2020, 42 percent of 
households reported reducing their food 
consumption. Estimates suggest that pov-
erty has remained little changed from 26.3 
percent in 2019, marking the first time that 
poverty reduction paused in two decades. 
In July 2020, the government expanded 
the Targeted Social Assistance program 
from 40 districts to all 68 of the country’s 
districts, increasing the number of benefi-
ciaries from 1.3 million to 1.8 million 
people.  

 

Outlook 
 

Tajikistan’s economy is forecast to re-
bound in 2021–22, assuming a vaccina-
tion rollout to 20 percent in 2021 and 50 
percent by the end of 2022 for low- and 
middle-income countries. Real GDP 
growth is projected at 5 percent in 2021, 
subject to improved global trade and 
opportunities for migrants to return to 
the Russian Federation. Remittances and 
foreign investment are projected to rise, 
reflecting a better growth outlook in Rus-
sia and China. Rising fuel and food pric-
es could stoke inflation. 
The country’s external deficit is expected to 
deteriorate as higher remittances spur  

imports and export growth moderates, 
especially for precious metals. 
The approved state budget for 2021 re-
flects the authorities’ ambitious plans for 
fiscal consolidation. Our projections indi-
cate a fiscal deficit of 2.6 percent of GDP 
supported by a moderate rebound in eco-
nomic activity and a corresponding tax 
collection increase. The government is 
expected to use concessional external bor-
rowing to close the financing gap. 
The authorities are reforming the power 
utility company, Barqi Tojik, by unbun-
dling it into three independent companies 
responsible for power generation, trans-
mission, and distribution. Ongoing tax 
system reforms and the adoption of a new 
tax code are expected to improve the busi-
ness climate over the medium term.  
A resumption of the downward trend in 
the poverty rate is expected in 2021. How-
ever, downside risks prevail. A delayed 
vaccination rollout or renewed failure to 
contain the spread of COVID-19 could 
impede economic recovery. Meanwhile, a 
continuation of travel restrictions could 
suppress international trade and a recov-
ery of remittances. Reduced household 
income may further exacerbate food inse-
curity and household well-being. 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 7.3 7.5 4.5 5.0 5.7 5.9

Private Consumption 7.2 7.1 -4.4 5.2 4.7 4.3

Government Consumption 3.8 3.5 0.4 2.1 3.0 3.1

Gross Fixed Capital Investment 7.9 -6.4 -6.6 8.6 8.4 8.8

Exports, Goods and Services 2.2 3.5 9.6 1.5 3.2 3.4

Imports, Goods and Services 3.3 2.2 -2.8 2.1 1.7 1.5

Real GDP growth, at constant factor prices 7.8 8.7 4.3 4.8 5.7 5.9

Agriculture 4.0 7.1 8.8 3.3 4.4 4.8

Industry 11.8 13.6 9.7 4.8 5.3 5.5

Services 6.3 4.9 -4.0 5.9 7.1 7.1

Inflation (Consumer Price Index) 3.9 8.0 8.6 7.8 7.0 6.5

Current Account Balance (% of GDP) -5.0 -2.3 0.5 -1.3 -1.6 -2.4

Net Foreign Direct Investment (% of GDP) 3.3 2.3 1.4 1.9 2.5 2.9

Fiscal Balance (% of GDP) -2.8 -2.7 -3.3 -2.6 -2.2 -1.9

Debt (% of GDP) 47.9 45.2 53.5 52.6 51.6 47.6

Primary Balance (% of GDP) -1.6 -1.3 -2.3 -1.2 -0.6 -0.3

International poverty rate ($1.9 in 2011 PPP)a,b 2.6 2.3 2.3 2.1 1.8 1.7

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 13.0 11.7 11.2 10.3 9.2 8.5

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 42.9 40.2 38.8 37.3 35.5 34.0

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on ECAPOV harmonization, using 201 5-HSITAFIEN. Actual data: 201 5. Nowcast: 201 6-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 5)  with pass-through = 1  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Turkey’s economy has rebounded strong- 
ly from the pandemic-related slowdown 
of 2020. However, this rapid recovery has 
raised macroeconomic and financial sta- 
bility risks. Unless addressed, these vul-
nerabilities will expose Turkey to height-
ened risk and continue to limit productivi-
ty, which has stagnated in recent years. 
Recent market turmoil following the re-
placement of the Central Bank Governor 
illustrates the importance of a sustained 
and credible focus on bringing inflation 
down to the target rate of 5 percent and 
bolstering the country’s international re-
serves. Structural reforms in labor, prod-
uct, and financial markets, and to innova-
tion systems can support productivity 
growth. Corporate sector vulnerabilities—
further elevated by the pandemic and 
higher debt burden— present risks to 
banks. Developing local- currency, long-
term finance sources would alleviate exist-
ing imbalances in the financial system and 
contribute to economic growth. 
The economic recovery in the second half 
of 2020 helped recover most of the jobs 
lost during the pandemic’s first wave. 
However, jobs for informal, lower-skilled, 
female, and young workers remain well 
below their pre-pandemic levels. Further-
more, 2.6 million more individuals were 
out of the labor force in 2020. The poverty 
rate is projected to increase to 12.2 percent 
in 2020, which would mark the second 

successive year that poverty has increased 
in Turkey, from 8.5 percent in 2018. 
 
 

Recent developments 
 
Real GDP grew by 5.9 percent year on year 
in the fourth quarter of 2020, completing a 
remarkable rebound in the second half and 
resulting in full-year growth of 1.8 percent 
despite the economic fallout from the coro-
navirus pandemic. The recovery was driv-
en by surging domestic demand, buoyed 
by credit in the second and third quarter. 
The authorities loosened monetary policy 
and delivered a stimulus program totaling 
13 percent of GDP, most of which was sup-
port via the banking sector in the form of 
partial credit guarantees and loan deferrals. 
Other fiscal support included social sup-
port payments to households, support for 
furloughed workers, tax deferrals, and 
other support for firms.  
Growth from these policies came at the 
cost of rising prices and macro-financial 
vulnerabilities. Inflation trended upward, 
reaching 15.6 percent in February—the 
highest level in 18 months. The Turkish 
lira depreciated by 20 percent against the 
U.S. dollar in 2020. From a surplus in 
2019, the current account moved back 
into deficit ($36.7 billion or 5.1 percent of 
GDP) as tourism income evaporated, 
merchandise exports fell, and gold im-
ports increased. After the central bank 
stepped in to finance as much as 80 per-
cent of the current account deficit, for-
eign exchange reserves fell sharply, 
reaching unprecedented lows on a net 

TURKEY 

FIGURE 1 Turkey / Real GDP growth and contributions to 
real GDP growth.  

FIGURE 2  Turkey /Actual and projected poverty rates and 
real GDP per capita       

Sources: Turkstat and World Bank staff calculations. Source: World Bank. Notes: see Table 2. 
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basis. Deposit dollarization rose to 55 
percent. Buoyant tax revenues resulted in 
a central government deficit of 3.4 percent 
of GDP in 2020, better than the planned 
deficit of 4.9 percent of GDP. 
Toward the end of 2020, a second wave of 
COVID-19 peaked, with cases reaching 
30,000 a day in November. Following the 
reimposition of containment measures 
(including masking, weekend curfews, 
and restaurant closures), new cases de-
clined to around 10,000 a day by February 
2021, following which, the government 
began easing restrictions again, based on a 
province-level risk assessment. 
By late 2020, the authorities had also 
moved to address economic vulnerabili-
ties, more than doubling interest rates 
between August and December, repealing 
exceptional regulations aimed at stimulat-
ing credit growth, and increasing trans-
parency. This policy shift helped spur 
portfolio inflows, stabilize the lira, and 
strengthen market confidence. Credit 
growth decelerated sharply to near zero 
(13-week average) by February, and the 
banking sector reduced its net open for-
eign exchange position.  
 
 

Outlook 
 
The economy is expected to grow by 5.0 
percent in 2021 and 4.5 percent in 2022 

and 2023. Despite slow quarterly growth 
expected in 2021—as monetary policy 
remains tight and external demand 
weak—GDP in the second quarter will be 
higher than the year-earlier period when 
COVID-19 brought Turkey’s economy to a 
near-standstill. These projections assume 
that cautious reopening continues and 
that there is no uncontrolled outbreak in 
Turkey or its major export markets, which 
could undermine growth. 
Recent sharp depreciation of the Lira in 
response to the replacement of the Central 
Bank Governor will impact inflation. Av-
erage inflation is projected to increase in 
2021 to 15.5 percent. The current account 
deficit is expected to narrow to 3.7 percent 
of GDP in 2021. The 2021 general govern-
ment deficit is projected at 3.5 percent of 
GDP as the need for additional support to 
cushion the economic and social impact of 
the pandemic continues, before narrowing 
to 3.1 percent in 2022 and 2.6 percent in 
2023 as temporary tax reductions and oth-
er government support is withdrawn. 
Regulatory forbearance (especially on 
nonperforming loan definitions and capi-
tal adequacy ratio calculations) is ex-
pected to be phased out in mid-2021, after 
which there may be an increase in nonper-
forming and distressed loans. Strengthen-
ing bad loan resolution, insolvency, and 
out-of-court corporate debt restructuring 
frameworks with an effective corporate 
viability assessment will be critical to 

shield corporates and the banks from 
spillovers. 
Turkey’s external risk profile is high due 
to its still-low level of international re-
serves and sizeable external financing 
needs. The country has limited space to 
manage exchange rate volatility in the 
event of new external shocks. The banking 
sector has adequate foreign exchange 
buffers, most of which form part of central 
bank international reserves.  
Simulation analysis suggests that poverty 
may have increased by as much as 2.1 
percentage points in 2020—equivalent to 
1.6 million new poor. The crisis pushed a 
similar number of people into poverty as 
the 2018/19 recession. Had the govern-
ment not acted swiftly to stem the social 
effects of COVID-19 the increase in pov-
erty would have been three times greater. 
Turkey is projected to enter 2021 with the 
highest poverty rate since 2012. Successful 
poverty reduction will require ensuring 
that the recovery benefits informal and 
unskilled workers and other vulnerable 
groups through a policy mix of social 
transfers, inclusive job creation, and labor 
activation strategies.   

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.0 0.9 1.8 5.0 4.5 4.5

Private Consumption 0.5 1.6 3.2 2.5 2.6 2.9

Government Consumption 6.6 4.4 2.3 2.3 2.2 1.8

Gross Fixed Capital Investment -0.3 -12.4 6.5 1.8 8.0 7.2

Exports, Goods and Services 9.0 4.9 -15.4 19.5 9.0 8.5

Imports, Goods and Services -6.4 -5.3 7.4 7.0 6.5 6.0

Real GDP growth, at constant factor prices 3.2 1.1 1.2 5.0 4.5 4.5

Agriculture 2.1 3.7 4.8 1.5 2.0 2.0

Industry 0.5 -3.0 0.6 5.7 5.0 4.2

Services 4.8 2.8 1.1 5.0 4.6 4.9

Inflation (Consumer Price Index) 16.3 15.2 12.3 15.5 12.0 10.0

Current Account Balance (% of GDP) -2.8 0.9 -5.1 -3.7 -4.0 -4.0

Net Foreign Direct Investment (% of GDP) 1.2 0.8 0.6 0.9 1.0 1.0

Fiscal Balance (% of GDP) -2.4 -3.0 -3.9 -3.5 -3.1 -2.6

Debt (% of GDP) 30.2 32.5 39.6 40.6 39.6 38.4

Primary Balance (% of GDP) -0.2 -0.5 -1.0 -0.4 0.0 0.1

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 8.5 10.2 12.2 12.1 12.0 11.9

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on ECAPOV harmonization, using 201 3-HICES and 201 9-HICES. Actual data: 201 9. Nowcast: 2020. Forecast are from 2021  to  2023.

(b) Projection using point-to-point elasticity (201 3-201 9)   with pass-through = 1 based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Even prior to the COVID-19 outbreak, 
Ukraine faced structurally weak growth 
due to low levels of domestic savings and 
fixed investment. Until 2020, savings repre-
sented up to 5 percent of GDP and gross 
capital formation was above 10 percent 
over the last five years. While the pandemic 
and associated recession has temporarily 
reversed this trend, savings estimated at 
11.3 percent of GDP in 2020 and investment 
at around 7 percent are well below compar-
ator countries with similar development 
and infrastructure needs.   Reforms that 
address structural weaknesses in the finan-
cial sector; reduce market distortions, in-
cluding due to still dominant role of SOEs 
in select sectors; and address macroeco-
nomic vulnerabilities are paramount to 
increase investment. In addition, while 
household incomes have grown rapidly in 
recent years, this has increasingly been 
driven by transfers rather than labor in-
comes, a pattern that is unsustainable for 
effective poverty reduction.  
The COVID-19 outbreak redirected gov-
ernment policy from structural reforms 
towards ad-hoc reactive measures. As a 
result, macro-fiscal risks have increased. 
Public sector financial needs are expected 
to grow due to increases in minimum 
wages and social transfers, limiting space 
for public investment, and fueling infla-
tionary pressures in a supply-constrained 
economy. Additionally, large government 

domestic borrowings are crowding out 
much needed private investment. Hold-
ings of government securities already rep-
resent close to 30 percent of total assets of 
the state-owned banks while corporate 
lending continues to stagnate. Stronger 
fiscal discipline is needed to reduce risks 
for medium-term growth prospects.  
 
 

Recent developments 
 
Although the economic impact from the 
COVID-19 outbreak appears to be less se-
vere than initially anticipated – GDP de-
clined by estimated 4.5 percent in 2020 (vs  
6.5 percent decline 1H2020) –  the pandemic 
has exacted a heavy toll in terms of health 
and mortality impacts; and undermined the 
government’s commitment to undertake 
critical reforms. Recent anti-corruption re-
forms have also suffered setbacks due to 
adverse court rulings in late 2020.    
Economic activity recovered in H2 2020 
supported by a number of measures to 
mitigate the impact of COVID-19. Moreo-
ver, the full-scale lockdown has been re-
placed by an adaptive quarantine in June 
2020 that enabled many services to return 
to normal functioning. Domestic demand 
was boosted by over 10 percent YoY real 
wage growth due to increase in minimum 
wages and gradual recovery in economic 
activity.  Thus, on the supply side, retail 
and wholesale trade grew 7.9 percent YoY 
in 2020 and made a significant positive 
contribution to GDP growth. The financial 
sector has weathered the downturn with 
its capital adequacy still strong. At the 

UKRAINE 

FIGURE 1 Ukraine / GDP and sectoral growth  FIGURE 2  Ukraine / Actual and projected poverty rates and 
real GDP per capita 

Source: State Statistics Service of Ukraine. Source: State Statistics Service of Ukraine. 

With an estimated contraction of 4.5 per-

cent, the economic impact of COVID-19 

has been smaller than in most other coun-

tries, nevertheless the pandemic has 

caused a heavy toll on households and 

weakened the commitment by the govern-

ment to undertake critical reforms. Only 

a partial recovery in GDP growth of 3.8 

percent is expected in 2021, given high 

uncertainty regarding the rollout of the 

vaccine and the slow pace of structural 

reforms to address bottlenecks to invest-

ment and to safeguard macroeconomic 

sustainability.  

-30

-25

-20

-15

-10

-5

0

5

10

15

20

2017-Q1 2017-Q3 2018-Q1 2018-Q3 2019-Q1 2019-Q3 2020-Q1 2020-Q3

Agriculture Manufacturing Domestic trade GDP

Percent change, y-o-y 

Table 1 2020

Population, million 44.0

GDP, current US$ billion 1 37.3

GDP per capita, current US$ 31 1 8.4

International poverty rate ($1.9)
a 0.0

Lower middle-income poverty rate ($3.2)
a 0.2

Upper middle-income poverty rate ($5.5)
a 2.5

Gini index
a 26.6

School enro llment, primary (% gross)
b 99.0

Life expectancy at birth, years
b 71 .6

(a) M ost recent value (201 9), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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same time, agriculture output fell almost 12 
percent due to drought and a poor harvest. 
On the external side, lower energy and 
higher iron and grain commodity prices 
resulted in the most favorable terms of 
trade for Ukraine for the last decade. Com-
bined with import compression, this result-
ed in a CA surplus of 4.4 percent in 2020. 
Remittances were relatively resilient, down 
only 5.3 percent YoY in 2020, while private 
capital inflows also recovered in 2H2020. 
Thus, international reserves reached 
US$29.1bn at end-December, equal to 4.7 
months of next year’s imports. 
Following the smaller-than-expected eco-
nomic decline, fiscal revenue also per-
formed better than anticipated. On the ex-
penditure side, COVID-19 related outlays 
were less than budgeted, and a portion of 
the pandemic special fund was redirected 
to capital expenditures and to support a 
public sector wage and pension increase. 
The fiscal deficit amounted to 6.2 percent of 
GDP vs. the initial plan of 7.6 percent.  
After two years of tight monetary policy, 
the National Bank of Ukraine gradually 
cut its key policy rate to 6 percent in June 
2020, a level it has since maintained How-
ever, a more accommodative fiscal policy 
stance resulted in an increase in inflation 
expectations from 6.7 percent in August to 
8 percent at year-end. The inflation rate 
grew from 2.5 percent on average in  

Q1-Q3 2020 to 6.1 percent in January 2021 
that is slightly above the NBU’s target of 
5+/-1 percent. This triggered the key rate 
increase to 6.5 percent in March 2021.  
While the COVID-19 relief measures were 
welcome, attention once again needs to 
turn towards structural reforms that are 
needed to raise the medium-term growth 
prospects. Slower reform momentum has 
undermined investors’ confidence and 
delayed IFI financing; as a result, signifi-
cant public financing needs in 2020 have 
been met mostly by domestic borrowing 
that amounted to 10.5 percent GDP (gross). 
The composition of external financing was 
shifted towards more expensive commer-
cial borrowings and Eurobonds comprising 
4.3 percent of GDP in total.  
The poverty effects of COVID-19 are ex-
pected to be relatively muted, with the 
poverty rate based on US$5.5 a day pro-
jected to have increased by 0.5 pp to 3 
percent in 2020, as increase of pensions 
and wages helped to partially offset de-
cline in employment.   

 

Outlook 
 

Ukraine’s economic recovery in 2021 is 
expected to be mild given high uncertain-
ty associated with the vaccine rollout and 

the direction of economic policies to ad-
dress bottlenecks to investment and safe-
guard macroeconomic sustainability. The 
GDP growth projection of 3.8 percent is 
underpinned by positive base effects in 
agriculture and processing industry and 
takes into account that further temporary 
lockdowns are possible in the first half of 
2021 due to the delays in vaccinations.  
The 2021 budget targets a 5.4 percent defi-
cit. Together with 10.5 percent of GDP 
debt amortization and 1.3 percent of GDP 
of arrears to private sector, this will in-
crease total fiscal financing needs to 17.2 
percent of GDP (vs 15 percent of GDP in 
2020). The increase in minimum wages 
will push the public wage bill to over 11 
percent of GDP and create additional 
pressures on current account imbalances 
and inflation. Prudent fiscal policy is 
needed to address inflationary pressures 
in the medium term.  
The poverty rate based on the US$5.5 a 
day threshold is expected to decrease to 
2.5 percent in 2021, similar to the level in 
2019. Accelerating the reform momentum 
is key to achieve faster economic growth 
and poverty reduction in 2022 and 2023.  
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.3 3.4 -4.5 3.8 3.0 3.5

Private Consumption 8.9 11.9 -3.0 4.6 3.8 3.5

Government Consumption 0.1 -5.0 1.8 1.5 0.0 0.0

Gross Fixed Capital Investment 14.3 15.0 -27.4 9.7 8.4 7.5

Exports, Goods and Services -1.6 6.7 -7.4 3.4 2.0 4.4

Imports, Goods and Services 3.2 6.3 -11.5 6.8 5.0 4.8

Real GDP growth, at constant factor prices 3.3 3.4 -4.6 3.9 2.9 3.5

Agriculture 7.8 1.3 -7.0 5.0 4.5 5.0

Industry 2.0 -2.0 -4.0 2.0 3.0 4.5

Services 3.0 5.7 -4.4 4.4 2.6 2.9

Inflation (Consumer Price Index) 9.8 4.1 4.8 5.0 5.0 5.8

Current Account Balance (% of GDP) -3.2 -0.9 4.4 -1.3 -2.8 -3.3

Net Foreign Direct Investment (% of GDP) 1.9 2.1 2.2 2.4 2.6 6.2

Fiscal Balance (% of GDP) -2.0 -2.0 -6.1 -5.4 -4.0 -2.5

Debt (% of GDP) 60.6 50.4 63.2 62.4 59.7 57.8

Primary Balance (% of GDP) 1.4 1.1 -2.4 -0.9 0.1 1.8

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 0.4 0.2 0.3 0.2 0.2 0.2

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 3.4 2.5 3.0 2.5 2.0 1.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on ECAPOV harmonization, using 201 9-HLCS. Actual data: 201 9. Nowcast: 2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 9)  with pass-through = 0.87  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
After an initial phase of market liberaliza-
tion, Uzbekistan is moving into a more 
complex phase of reforms to land, labor, 
capital markets, and state-owned enter-
prises. The most significant medium-term 
challenge will be ensuring reform inclu-
sivity and transparency. Reducing the 
state’s role in the economy by accelerating 
the reform of state-owned enterprises and 
creating a competitive and inclusive pri-
vate sector-led growth model will help 
address the legacy of the state-led model, 
which produced high growth rates 
(averaging more than 6 percent between 
2000–16), but insufficient jobs and oppor-
tunities.  
The COVID-19 crisis made the transition 
to a market economy even more im-
portant. About 9 percent of the population 
still lives below the World Bank’s lower-
middle-income poverty line ($3.2 a day, 
PPP 2011 adjusted), and significantly more 
live close to this line. During the peak of 
the COVID-19 lockdowns, these vulnera-
bilities were acute—nearly 1 million addi-
tional Uzbeks slipped into poverty. 
To reduce these vulnerabilities, the au-
thorities’ strong focus on vibrant growth 
will need to be complemented by reforms 
to strengthen safety nets, improve labor 
market conditions, and remove con-
straints to human capital development 
through better health and education ser-
vices. An important sign of reform success 

will be greater private sector participation 
and ownership in the economy and better 
quality jobs. Addressing these challenges 
with limited administrative capacity will 
be even more difficult as the pandemic’s 
impact lingers.  
 
 

Recent developments 
 
GDP growth slowed sharply in 2020 (to 
1.6 percent from 5.8 percent in 2019) due 
to COVID-19–related lockdowns and trad-
ing disruptions. Uzbekistan was one of 
the few countries in the region to record 
an economic expansion in 2020. Positive 
growth was supported by robust agricul-
ture output and substantial anticrisis 
measures that boosted health spending 
and supported households and firms. Fis-
cal stimulus and lower public investment 
due to the pandemic lifted consumption in 
2020, making it the main driver of growth 
for the first time in over a decade. 
The unemployment rate rose sharply, 
from 9 percent in 2019 to 11.1 percent in 
September 2020. The poverty rate rose to 9 
percent (well above the precrisis projec-
tion of 7.4 percent in 2020) as the pandem-
ic led to job losses, income reductions, and 
declining remittances. A large expansion 
of social assistance provided some relief to 
Uzbekistan’s affected households. 
The current account deficit narrowed to 5.2 
percent of GDP in 2020 (from 5.7 percent in 
2019), reflecting an 18 percent surge in gold 
exports that helped limit the decline in total 
exports to 15 percent in 2020. Import 
spending fell by 17 percent as capital  

UZBEKISTAN 

FIGURE 1 Uzbekistan / GDP growth, inflation, unemploy-
ment  

FIGURE 2  Uzbekistan / Poverty, GDP per capita, and small 
business development 

Sources: Uzbekistan official statistics.  
Sources: Uzbekistan official statistics. Due to the lack of data access, the Bank 
cannot validate the official figures. Note: The national poverty line is based on a 
minimum food consumption norm of 2,100 calories per person per day. Both the 
national poverty line and welfare aggregate exclude nonfood items.  

Following a sharp deceleration in 2020, 

Uzbekistan’s economy is projected to par-

tially recover from the COVID-19 crisis 

in 2021. Until a full recovery occurs, vul-

nerable households will require continued 

support to mitigate the pandemic’s im-

pact. The medium-term economic outlook 

remains favorable, as global conditions 

improve, and as authorities advance re-

forms to reduce the role of state-owned 

enterprises in the economy to strengthen 

private sector-led growth and production 

efficiency. Translating this outlook into 

faster poverty reduction will require a 

stronger focus on inclusive reforms that 

increase employment, incomes, and op-

portunities. 

Table 1 2020

Population, million 34.2

GDP, current US$ billion 57.7

GDP per capita, current US$ 1 686.7

School enro llment, primary (% gross)
a 1 02.2

Life expectancy at birth, years
a 71 .6

(a) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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imports declined sharply. Higher external 
borrowing helped finance the deficit. 
Lower revenues and higher spending 
widened the overall fiscal deficit to 4.4 
percent of GDP in 2020 (from 3.9 percent 
in 2019). Slower GDP growth and tax re-
lief measures in the government's fiscal 
stimulus package (2.5 percent of GDP) 
reduced revenues, while spending in-
creases in the package drove up expendi-
tures. Higher gold dividends, the repriori-
tization of some public expenditure, and a 
sharp fall in policy lending largely offset 
the impact of the fiscal stimulus and con-
tained the deficit. Higher borrowing to 
finance the deficit increased public and 
publicly guaranteed debt to 37.9 percent 
of GDP in 2020. Foreign exchange reserves 
equivalent to 60 percent of GDP provide a 
substantial buffer. 
Smaller increases in administered prices 
because of the pandemic offset higher 
food prices to slow 12-month inflation to 
11 percent in December 2020 (from 15.2 
percent a year earlier). With inflationary 
pressures low, the Central Bank of Uzbek-
istan reduced its policy rate from 16 per-
cent to 14 percent. Credit growth in 2020 
slowed to 34 percent (from 52 percent in 
2019), reflecting higher real lending rates, 
lower government-subsidized lending, 
and the impact of COVID-19. Firms and 
households also received significant loan 

repayment deferrals during the year. The 
banking sector’s capital adequacy ratio fell 
to 18.4 percent in November 2020 (from 
23.5 percent at end-2019). As a result of 
the pandemic, nonperforming loans tri-
pled to 4.5 percent in November 2020. 
Nevertheless, Uzbekistan’s financial sys-
tem remains sufficiently capitalized to 
absorb potential credit shocks. 

 

Outlook 
 

GDP growth is projected to recover to 4.8 
percent in 2021. However, this forecast is 
subject to uncertainty surrounding the 
global recovery and the potential pace of 
the country’s COVID-19 vaccination cam-
paign. A gradual resumption of trade and 
investment flows, a bountiful agricultural 
harvest, a recovery of remittances, and 
vaccine distribution will support the re-
covery and spur further reductions in 
poverty and unemployment. Stronger 
GDP growth of 5.5 percent is projected in 
2022 as vaccination efforts accelerate and 
global disruptions ease further. The cur-
rent account deficit is projected to widen 
to 5.5 percent of GDP in 2021 as capital 
imports for large investment projects recov-
er. Although foreign direct investment is 
expected to partially recover from its  

decline in 2020, public and private borrow-
ing are expected to continue financing 
most of the deficit. Lower budget reve-
nues, vaccine purchases, expanding social 
support, and increased policy lending are 
expected to contribute to a wider overall 
fiscal deficit of 5.4 percent of GDP in 2021. 
This deficit will be financed by increased 
public borrowing. Uzbekistan’s public 
debt is projected to reach 42 percent of 
GDP in 2021 and stabilize at about 45 per-
cent over the medium term. As conditions 
for households and firms improve, a grad-
ual withdrawal of anticrisis measures will 
reduce the deficit over the medium term. 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 5.4 5.8 1.6 4.8 5.5 5.8

Private Consumption 3.8 5.4 2.6 4.6 5.2 5.5

Government Consumption 3.7 5.5 17.3 7.0 3.9 3.1

Gross Fixed Capital Investment 18.1 34.2 -8.0 7.3 8.2 9.8

Exports, Goods and Services 10.7 10.9 -14.9 12.0 15.4 16.1

Imports, Goods and Services 26.8 47.3 -17.8 14.1 15.6 17.2

Real GDP growth, at constant factor prices 5.4 5.8 1.6 4.8 5.5 5.8

Agriculture 0.3 3.1 3.0 3.1 3.3 3.5

Industry 11.5 8.9 2.3 4.0 4.3 4.5

Services 5.2 5.5 0.3 6.4 7.7 8.0

Inflation (Consumer Price Index) 17.5 14.5 12.9 10.6 8.9 6.0

Current Account Balance (% of GDP) -7.1 -5.7 -5.2 -5.5 -5.1 -4.5

Fiscal Balance (% of GDP) -2.3 -3.9 -4.4 -5.4 -3.8 -2.4

Debt (% of GDP) 20.4 29.4 37.9 42.6 44.3 43.9

Primary Balance (% of GDP) -1.9 -3.4 -3.8 -5.0 -3.4 -2.1

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
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Key conditions and 
challenges 
 
The Argentinian economy has struggled 
to grow since the end of the commodities 
super cycle. In the absence of measures to 
contain spending, fiscal and external im-
balances progressively built up, leading to 
high and volatile inflation, hurting invest-
ment, growth and livelihoods. GDP 
growth averaged 1.4 percent in the last 
decade, in contrast to a 3 percent average 
in 1993-2009. Labor market outcomes have 
deteriorated as informality increased and 
real incomes fell, keeping poverty inci-
dence high.    
The COVID-19 pandemic broke out a two
-year recession. In April 2020, GDP regis-
tered the largest contraction ever record-
ed, and as a consequence employment fell 
sharply, and firm closures increased 
markedly. Spending for emergency 
measures and lower revenues resulted in 
a historically large deficit. Despite miti-
gating effects of increased spending in 
social programs, the proportion of people 
under the national poverty line reached 
over 40 percent. The crisis and loss of 
market access led to a full monetization of 
the deficit, exacerbating macroeconomic 
imbalances. As economic activity re-
sumed, this monetary overhang led to 
increased volatility in exchange rates and 
an upsurge in inflation. 
The adoption of a credible macro-
stabilization and growth plan would un-
derpin the strength of the recovery, which 

could however be delayed by an adverse 
evolution of the pandemic, notably the re-
introduction of containment measures, 
depending on progress on vaccinations. 
Beyond overcoming the COVID-19 crisis, 
the implementation of a sound macroeco-
nomic program remains a fundamental 
priority for bringing down inflation, re-
storing confidence, and putting the econo-
my on a sustainable path. Over the medi-
um term, the recent debt swap with pri-
vate creditors, as designed – reprofiling of 
debt service obligations and only minor 
cuts in principal – calls for the swift imple-
mentation of reforms to ensure fiscal sus-
tainability and regain access to capital 
markets. Delays in reform implementation 
are a major source of risk.  
 
 

Recent developments 
 
 The recovery started in 2020Q4, as lock-
down measures have progressively been 
lifted. The recovery has been hetero-
genous across sectors and populations 
groups. The hotels and restaurants sector 
fell by 50 percent in 2020, transportation 
by 18 percent, while manufacturing, agri-
culture, retail and construction ended 
2020 almost at or above pre-COVID levels. 
The negative impact of the crisis on labor 
market performance has been more pro-
nounced than on economic activity, as 
household income continued to fall across 
the distribution, despite mitigating effects 
of the increased spending in social pro-
grams. More than 20,000 firms closed dur-
ing 2020, 1.4 million people are currently 

ARGENTINA 

In 2020 Argentina experienced a major 

contraction as COVID-19 severely im-

pacted an already fragile economy. GDP 

is projected to rebound by 6.4 percent in 

2021 as ample idle capacity is progres-

sively used, reducing upper middle-

income poverty rate to 15.8 percent, from 

its 2020 peak of 18.4 percent. The imple-

mentation of a sound macro-stabilization 

plan to restore fiscal sustainability and 

reduce inflation would strengthen the 

recovery, setting the basis for strong job 

creation and poverty alleviation. 

FIGURE 1  Argentina / Net international reserves and     

exchange rate premium     

FIGURE 2  Argentina / Actual and projected poverty rates 

and real GDP per capita 

Source: WB Staff Calculations based on Central Bank. Source: World Bank. Notes: see Table 2. 

Table 1 2020

Population, million 45.4

GDP, current US$ billion 404.4

GDP per capita, current US$ 891 7.6

International poverty rate ($1.9)
a 1 .5

Lower middle-income poverty rate ($3.2)
a 4.9

Upper middle-income poverty rate ($5.5)
a 1 4.4

Gini index
a 42.9

School enro llment, primary (% gross)
b 1 09.7

Life expectancy at birth, years
b 76.5

(a) M ost recent value (2019), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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unemployed, and despite recovery of eco-
nomic activity, rates of unemployment 
have not significantly decreased yet 
among women and youth. The median 
labor income has remained below the rep-
resentative poverty line, reflecting a high 
probability that wages are not sufficient to 
lift workers above the poverty line.  
After having decelerated to 36 percent in 
2020 owing to the lockdown, inflation is 
accelerating alongside economic recovery, 
in spite of tight price controls 
(supermarkets, fuel, housing rentals, 
transport and energy rates), which damp-
en the pace and strength of the recovery. 
Through a series of additional interven-
tions and controls, the authorities have 
recently managed to stabilize the gap be-
tween official and parallel foreign ex-
change markets, though at historically 
high levels of around 70 percent. The large 
foreign exchange gap continues to gener-
ate incentives to postpone exports and 
anticipate imports, thus deteriorating the 
trade balance and impairing the ability of 
the Central Bank to substantially rebuild 
foreign exchange reserves from very low 
levels. Net reserves fell US$8bn during 

2020 and by mid-February were estimated 
at US$4.9bn (1.6 percent of GDP).  
 
 

Outlook 
 
GDP is projected to rebound by 6.4 per-
cent in 2021 given the strong 2020-Q4 car-
ry over effect (about 5.5 percent) and as 
ample idle capacity is progressively used. 
Private consumption and investment will 
only moderately pick up, following their 
three-year contraction. Going forward, 
price and capital controls risk dampening 
investment and the renewal of capital 
stock. Thus, in the absence of macro stabi-
lization and structural reforms to facilitate 
business entry and exit and access to cred-
it, the rebound is expected to be modest. 
GDP is projected to reach its end 2019 
level only in 2023. The fact that by end-
2019 the GDP level was 8 percentage 
points below its peak in late 2017 illus-
trates the long-lasting effects of the pro-
longed crisis.  
Poverty rates are expected to decline mod-
estly as the economic recovery materializes. 

In 2021, it is projected that 15.8 percent of 
the population will be considered poor 
under the international poverty line of 
$5.5 per day. A stronger labor market per-
formance is needed to reverse recent pov-
erty increases. 
High commodity prices are expected to 
cushion the negative impact of “La Niña” 
on agricultural output, leading to sub-
stantial windfall in foreign exchange, 
which would support the current account 
surplus and government revenues in 
2021. The fading out of COVID-19 stimu-
lus spending together with increases in 
revenue collection as the economy re-
bounds will also support the reduction of 
the fiscal deficit. A partial Central Bank 
monetization of overall fiscal needs is set 
to continue in 2021, in the absence of 
access to markets, putting pressure on 
monetary policy, and therefore on infla-
tion and external stability. An agreement 
on a new IMF program that restores fis-
cal sustainability and strengthens re-
forms for long term growth would help 
restore confidence, reduce sovereign risk, 
facilitate a return to credit markets and 
incentivize investment.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices -2.5 -2.2 -10.0 6.4 1.7 1.9

Private Consumption -2.4 -6.4 -11.2 7.6 2.1 2.0

Government Consumption -3.3 -1.6 -2.7 1.2 0.1 0.0

Gross Fixed Capital Investment -5.7 -15.9 -20.9 10.9 4.7 6.2

Exports, Goods and Services -0.7 9.4 -11.1 5.2 2.8 3.1

Imports, Goods and Services -4.7 -18.7 -18.2 8.9 5.5 5.6

Real GDP growth, at constant factor prices -2.6 -1.8 -10.0 6.4 1.7 1.9

Agriculture -14.3 19.7 -3.0 2.3 1.1 1.1

Industry -3.1 -3.1 -14.0 5.1 1.5 1.5

Services -0.6 -3.8 -9.2 7.7 1.8 2.1

Inflation (Private Consumption Deflator) 38.0 56.6 42.0

Current Account Balance (% of GDP) -5.3 -0.5 1.4 1.1 0.5 -0.4

Net Foreign Direct Investment (% of GDP) 1.9 1.1 0.7 1.1 1.5 1.7

Fiscal Balance (% of GDP) -5.2 -4.4 -9.2

Debt (% of GDP) 94.8 100.1 105.6

Primary Balance (% of GDP) -2.2 -0.6 -6.6

International poverty rate ($1.9 in 2011 PPP)a,b 1.4 1.5 1.9 1.6 1.6 1.5

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 4.0 4.9 6.1 5.3 5.2 5.1

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 12.3 14.4 18.4 15.8 15.5 15.1

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on SEDLAC harmonization, using 2012-EPHC-S2, 2018-EPHC-S2, and 2019-EPHC-S2.Actual data: 2019. Nowcast: 2020. Forecast are from 2021 to 2023.

(b) Projection using annualized elasticity (2012-2018)   with pass-through = 1 based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
The Bahamas is a high-income service 
economy heavily dependent on tourism 
and financial services. Its GDP has risen 
steadily over the past 3 decades, with an-
nual growth averaging 1.4 percent. None-
theless, the country’s economic position 
remains vulnerable due to its small size, 
lack of economic diversification and vul-
nerability to natural disasters. The Baha-
mas relies significantly on foreign invest-
ment, especially related to tourism. Tour-
ism, together with tourism-driven con-
struction and manufacturing, accounts for 
approximately 60 percent of GDP and, 
directly or indirectly, employs half of the 
country's workforce.  
Economic growth in recent decades has 
not been distributed broadly among all 
segments of the population. According 
to the last Household Expenditure Sur-
vey collected in 2013, around 13 percent 
of the population lived below the nation-
al poverty line. Moreover, inequality 
was high, with a Gini index of 41.4. The 
bottom 40 percent of the population dis-
tribution only accounted for 16 percent 
of total consumption, while the top 10 
percent accounted for 31 percent. While 
no official poverty indicators have been 
produced since 2013, the country has 
shown steady improvement in the Hu-
man Development Index (HDI), particu-
larly in the education and life expectan-
cy components.   

Vulnerability to climate change and 
global health risk jeopardize the coun-
try’s development trajectory. Sea-level 
rise associated with increasing tempera-
tures threatens The Bahamas’ low-lying 
islands. In addition to the severe impacts 
of Hurricane Dorian in 2019, the country 
faces an average annual loss from wind-
storms of US$850 million—over 6 per-
cent of GDP. 
The job losses resulting from COVID-19 
have been particularly felt by the vulnera-
ble populations, such as low-income 
households, informal workers, and wom-
en. This will erase some of the progress in 
recent years in terms of human develop-
ment and will increase poverty and ine-
quality, underlining the need for the re-
covery efforts to support these groups 
decisively and allow a more diversified 
portfolio of income sources.  
Recovery will depend on the roll out of 
vaccination in the country and in its main 
tourism-source markets—United States 
and Canada. New contagion waves and 
restrictive measures could further post-
pone economic recovery.  
 
 

Recent developments 
 
The Bahamas successfully kept COVID-19 
cases to a minimum until July 1 when it 
reopened its borders to tourism. Daily 
new cases peaked at 123 on October 21, 
2020. Cumulative cases increased from 
104 to over 6,000 over that period. New 
cases have remained somewhat stable 
since, at an average daily rate of 10.   

THE BAHAMAS 

GDP is estimated to have contracted by 

14.8 percent in 2020 due to the impact of 

the COVID-19 pandemic on tourism, the 

country’s main economic activity and 

source of revenue. With over 50 percent of 

the labor force employed in this sector, 

unemployment is on the rise, particularly 

affecting the most vulnerable. Poverty is 

expected to rise well above 13 percent. 

The pandemic interrupted the reconstruc-

tion efforts following Hurricane Dorian 

and the structural fiscal reforms aimed to 

improve and diversify revenues and to 

strengthen financial stability and the 

business environment. 

FIGURE 1  The Bahamas / Real GDP growth and contributions 

to real GDP growth 

FIGURE 2  The Bahamas / Fiscal balances and public debt 

Sources: Government of The Bahamas; IMF and World Bank staff estimates. Sources: Government of The Bahamas; IMF and World Bank staff estimates. 

Table 1 2020

Population, million 0.4

GDP, current US$ billion 1 0.8

GDP per capita, current US$ 27521 .8

School enro llment, primary (% gross)
a 81 .4

Life expectancy at birth, years
a 73.8

(a) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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GDP contraction for 2020 is estimated at 
14.8 percent. The policy response, of al-
most 4 percent of GDP was directed to-
wards health expenditures, including the 
expansion of infrastructure, employment 
support, and social assistance. VAT reve-
nues almost halved. Preliminary data 
show that the fiscal deficit for the first 
quarter of FY20/21 amounted to B$336.3 
million compared to just B$48.8 million in 
the previous fiscal year.    
After the COVID-19 pandemic struck, 
tourist arrivals virtually halted. In January
-October 2020 they dropped to 1.75 mil-
lion, compared to 5.92 million in 2019. The 
contraction was felt harder during Q2 
when the initial measures to contain the 
pandemic were imposed.  
According to the Inter-American Develop-
ment Bank’s rapid survey, the incidence of 
job losses has been more prevalent among 
the bottom of the distribution: around 80 
of low-income households reported job 
losses compared to 35 percent of high-
income households. In addition, female 
and informal workers have been particu-
larly affected.  
Around fifty percent of households in The 
Bahamas reported income below the mini-
mum wage right after the pandemic hit, 
an increase from 16.1 percent in January 

2020 (IADB, 2020). Additionally, only 2 in 
5 households report having some savings 
to manage with the shock. 
During the first three quarters of 2020, the 
current account deficit recorded US$1.5 
billion, compared to a US$224.5 million 
surplus in the same period in 2019, reflect-
ing the effects of the pandemic on tourism. 
The service balance was the most hit, as 
tourism receipts contracted by over 90 
percent in the second quarter of 2020. The 
impact was partially offset by a 42 percent 
decrease in non-oil merchandise imports, 
reflecting a reduction in consumption. 
Meanwhile, central bank reserves stood at 
US$2.1 billion, compared to US$1.6 billion 
in September 2019, mainly on account of 
foreign currency inflows from borrowing 
by the government. Total public sector 
debt was estimated at 75.4 percent in Sep-
tember 2020, up from 56.5 in 2019.  
 
 

Outlook 
 
2021 GDP growth is projected at 2.0 per-
cent, as tourist flows are expected to re-
bound by the end of Q3. With the relaxa-
tion of domestic containment measures 
and the resumption of travel, real GDP is 

expected to grow 8.5 percent in 2022. 
Poverty rates are expected to gradually 
decline in line with recovering economic 
activity over the medium term. However, 
to avoid long term effects on social mo-
bility and inequality, policies that foster 
an inclusive recovery and support the 
vulnerable groups, such as women, will 
be important.    
The primary balance is expected to deteri-
orate to a deficit of 3.8 percent of GDP in 
FY2020/21 and 9.1 percent in FY2021/2022, 
due to lower revenues from tourism, 
trade, and domestic consumption, com-
bined with government spending to con-
tain the impact of coronavirus and post-
Hurricane Dorian reconstruction efforts. 
In turn, the fiscal deficit is expected to 
reach 6.6 percent of GDP in FY2020/21 and 
12.3 percent in FY2021/2022.  
The current account balance is projected to 
reach a deficit of 21.5 percent of GDP in 
2021 and then narrow to 14.8 percent in 
2022. Tourism related FDI inflows are pro-
jected to halve in 2021 and external financ-
ing needs to peak at 23.7 percent of GDP. 
Meanwhile the expected deterioration of 
the fiscal accounts in FY2020/21 and 
FY2021/22 will translate into higher fiscal 
financing requirements of 10.7 percent of 
GDP and 17 percent of GDP, respectively. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.0 1.2 -16.2 2.0 8.5 4.0

Real GDP growth, at constant factor prices 3.1 1.2 -16.2 2.0 8.5 4.0

Agriculture -10.6 -11.9 -6.9 1.7 1.3 1.1

Industry -8.5 4.6 -4.7 8.7 2.6 2.8

Services 5.3 0.8 -18.1 0.8 9.7 4.2

Inflation (Consumer Price Index) 2.3 2.5 1.8 2.1 2.4 2.2

Current Account Balance (% of GDP) -12.1 0.7 -17.4 -21.5 -14.8 -11.1

Net Foreign Direct Investment (% of GDP) 3.8 1.9 2.0 2.3 2.5 2.8

Fiscal Balance (% of GDP)a -3.4 -1.7 -6.6 -12.3 -8.9 -4.6

Debt (% of GDP)a 62.6 61.8 69.1 89.0 88.4 86.4

Primary Balance (% of GDP)a -0.8 0.7 -3.8 -9.1 -5.7 -1.3

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Fiscal balances are reported in fiscal years (July 1st -June 30th).
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Key conditions and 
challenges 
 
Barbados is a high-income service econo-
my. However, the country’s economic 
achievements remain vulnerable due to its 
small size, heavy dependence on tourism 
at 17 percent of GDP, and considerable 
exposure to climate change risks. The 
effects of the 2009 Global Financial Crisis 
were hard felt and long lasting. A combi-
nation of negative shocks to its main eco-
nomic sectors – tourism, financial services 
and construction – and limited policy re-
sponse resulted in a significant deteriora-
tion of its fiscal and external accounts. 
Continuous fiscal deficits were financed 
through public institutions – the Central 
Bank of Barbados and the National Insur-
ance Scheme. Public debt build-up proved 
to be unsustainable, increasing consistent-
ly from just over 55 percent of GDP in 
2008 to 158 percent in 2017, leading to a 
slowdown in economic growth and 
prompting downgrades in credit ratings. 
In June 2018, in response to the worsening 
fiscal and external liquidity position, the 
newly elected government announced the 
homegrown BERT Plan aimed at restoring 
macroeconomic stability. It included the 
suspension of debt payments and a com-
prehensive restructuring of domestic and 
external debt. The completion of the pub-
lic debt restructuring in December 2019 
reduced economic uncertainty prior to the 
coronavirus pandemic. Under BERT, debt 
is targeted to reach 60 percent of GDP by 

FY2033/34. In addition, in 2018, Barbados 
entered into an adjustment program un-
der the IMF’s Extended Fund Facility. 
Prior to the pandemic, Barbados experi-
enced an increase in the proportion of the 
population living in poverty from 15.1 
percent in 2010 to 17.2 percent in 2016, 
according to the 2016-2017 Barbados Sur-
vey of Living Conditions. While there is 
no estimate of monetary poverty since 
then, it is likely that the poverty rate in-
creased in the two years leading to 2020, 
in line with the observed economic slow-
down. Thus, the country was already fac-
ing a deterioration in the living standards 
before the Covid-19 outbreak.  
 
 

Recent developments 
 
A major fall in tourist arrivals during the 
first three quarters of 2020 severely affect-
ed tourism, retail, and business activities. 
Hotel occupancy rates were below 50 per-
cent, with a steep decrease in revenues. 
With the near full travel closure and quar-
antine measures, the economy is projected 
to have contracted by 17.3 percent in 2020.  
The halt in the tourism and construction 
sectors translated into severe job losses, 
particularly among the vulnerable popula-
tion. In a June 2020 rapid assessment sur-
vey, almost half of respondents that were 
employed before the pandemic reported 
losing their job (IADB 2020). Not surpris-
ingly, the shock affected low-income 
households more harshly (51 percent re-
ported job losses) compared to middle 
and high-income ones (40 and 28 percent, 

BARBADOS 

With the quarantine measures and impact 

of the pandemic on tourism, Barbados’s 

GDP is estimated to have contracted 17.3 

percent in 2020. The current account 

deficit is expected to have increased to 7.8 

percent of GDP. Poverty is expected to 

have increased, reflecting the job losses, 

business closures, and decline in re-

mittances caused by the pandemic. The 

pandemic interrupted the reform efforts 

made in the context of the Barbados Eco-

nomic Recovery and Transformation 

(BERT) plan to sustain primary surplus-

es and reduce the debt burden. 

FIGURE 1  Barbados / COVID-19 spread FIGURE 2  Barbados / Fiscal balances and public debt 

Sources: JHU CSSE COVID-19 Data. Sources: Central Bank of Barbados; IMF and World Bank staff estimates. 

Table 1 2020
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School enro llment, primary (% gross)
a 1 00.3

Life expectancy at birth, years
a 79.1

(a) M ost recent WDI value (2018).
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respectively). Similarly, women have been 
more impacted than men (36 percent re-
port losing their job versus 32 percent).  
The government responded by expanding 
social assistance and implementing a pro-
gram that subsidizes continued employ-
ment in the tourism sector. 
Barbados experienced a rapid spread of 
COVID-19 in early 2021. The fotal number 
of cases rose from 395 on January 2 to 2,647 
on February 18. This is likely to further 
exacerbate job losses, business closures, 
and a decline in remittances that negative-
ly impacted income, and the living stand-
ards of Barbadian households in 2020. 
About one in five households reported 
losing their main source of income be-
tween January and April 2020 and around 
40 percent reported not being able to meet 
their most basic needs. For 2020, poverty is 
expected to have increased well above the 
17 percent registered four years before.      
The impact on the balance of payments 
has been severe. The current account defi-
cit is expected to have risen to 7.8 percent 
of GDP in 2020 mainly due to the decline 
in travel receipts, although partially offset 

by lower oil prices and import demand. 
The restructuring of external debt – with 
the resumption of interest payments – 
widened the income deficit.  
Barbados recorded a significant primary 
surplus of 6.3 percent of GDP in 
FY2019/20, above the 6 percent target in-
cluded in the BERT program. The primary 
surplus was met by adjusting expenditure 
on goods and services, capital projects, and 
wages. The increase in health-related ex-
penditures due to the Covid-19 pandemic 
together with a fall in revenues pushed a 
revision of the fiscal deficit target to 1 per-
cent of GDP. To finance the higher current 
account deficit, Barbados received financ-
ing from international financial institutions 
IFIs. As a result, gross international re-
serves rose to 40 weeks of import cover. 
 
 

Outlook 
 
Growth is projected to reach an average 
of 5.8 percent over the medium term 
with the resumption of travel. Lagging 

construction activity and renewed fiscal 
consolidation efforts are expected to mod-
erate growth prospects. The inflation rate 
is projected to average around 3 percent in 
the medium term. In response to the pan-
demic, the government has expanded sup-
port through its social protection pro-
grams and has expanded available bene-
fits. As a result of higher growth and low 
inflation, poverty can be expected to de-
crease over the medium term if the recov-
ery is sustained and fosters new job op-
portunities. Continued support for the 
most vulnerable is necessary to avoid long
-term consequences of the shock.  
The current account deficit is expected to 
increase to 11.0 percent of GDP in 2021. A 
rebound in tourism and increased FDI in 
the tourism sector will contribute to nar-
rowing the deficit to 8.6 percent in 2022. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices -0.6 -0.1 -17.3 4.4 7.2 1.9

Real GDP growth, at constant factor prices -0.4 -0.1 -17.5 4.2 7.4 2.0

Agriculture 14.8 -6.3 1.0 0.5 0.5 0.4

Industry -2.3 -3.4 -13.0 3.0 4.5 2.5

Services -0.3 0.6 -18.6 4.5 8.1 2.0

Inflation (Consumer Price Index) 3.7 4.1 2.9 3.7 2.3 2.3

Current Account Balance (% of GDP) -5.0 -3.1 -7.8 -11.0 -8.6 -6.1

Fiscal Balance (% of GDP) -0.3 3.8 -4.7 -3.0 -0.4 0.6

Debt (% of GDP) 125.6 122.2 148.9 142.7 129.4 124.7

Primary Balance (% of GDP) 3.5 6.3 -1.0 1.3 4.4 5.4

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
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Key conditions and 
challenges 
 
Tourism is the number one foreign ex-
change earner, followed by exports of 
sugar, bananas, citrus, seafood, and crude 
oil. Supported by expansionary monetary 
and fiscal policies, average GDP growth 
was almost 5.6 percent between 1999 and 
2008, falling to an average of 1.8 percent 
between 2009-19. Belize's dependence on 
energy imports makes it highly vulnerable 
to energy price shocks, and the peg of the 
Belize dollar to the US dollar since 1976 
leaves no room for inflation targeting. 
Structurally high unemployment, a grow-
ing trade deficit, and a heavy foreign debt 
burden continue to be major concerns 
coming out of the pandemic over the me-
dium term amid tepid growth.  
The COVID-19 pandemic hit when the 
economy was already in recession due to 
drought and a slowdown in tourism in the 
second half of 2019. The pandemic's im-
pact on the economy is severe due to the 
collapse in tourism activity and the indi-
rect effects of the necessary containment 
and mitigation measures. The internation-
al airport reopened in October 2020 with 
appropriate protocols for testing and trac-
ing. However, the number of international 
flights to Belize is only a fraction of its pre
-pandemic levels, and tourism activity is 
experiencing a slow recovery.  
Risks could stem from a resurgence in 
COVID-19 infections, as mass vaccina-
tion programs will take time to roll out.  

External risks include higher oil prices 
and exposure to extreme climate-related 
shocks. The EU Economic and Financial 
Affairs Council (ECOFIN) excluded Belize 
from the EU grey list of non-cooperative 
tax jurisdictions; however, gaps remain in 
the supervision of the financial sector. 
 
 

Recent developments 
 
Belize's economy contracted 14.1 percent 
in 2020, driven by a sharp reduction in 
net external demand and private con-
sumption, reflecting the impact of the 
near closure of international travel, cur-
fews, and slowdown in global demand. A 
severe drought in 2019 that extended into 
the first half of 2020 caused a falloff in 
hydroelectric generation. Tropical depres-
sion Eta further exacerbated this in the 
fourth quarter, damaging crops and live-
stock. With the drop in oil prices and de-
mand in 2020, inflation remained sub-
dued at 0.1 percent.  
The current account deficit (CAD) nar-
rowed in 2020 to 8.1 percent of GDP, fi-
nanced by remittances from abroad, for-
eign direct investment (FDI) inflows, do-
nations, and multilateral lending. Interna-
tional reserves recovered to US$347 mil-
lion at the end of 2020, as foreign ex-
change reserves benefited from the defer-
ral of quarterly interest payments to bond-
holders since August 2020.  
The reduction in tax collection and in-
creased expenditure pushed the fiscal 
deficit to 10.9 percent of GDP in 2020 and 
brought up the debt level to 125.4 percent 

BELIZE 

Belize entered the COVID-19 pandemic 

with high public debt, external vulner-

abilities, and a low economic growth 

rate. The crisis is expected to increase 

poverty and unemployment. In turn, 

protecting the vulnerable remains a 

policy priority. Authorities have built 

up reserves and continue to provide 

ample liquidity. Growth will return 

slowly over the medium term while 

downside risks remain high and suscep-

tible to natural shocks and delays in 

implementing vaccination. 

FIGURE 1  Belize / Real GDP growth and contributions to 

real GDP growth 

FIGURE 2  Belize / Fiscal balances and public debt 

Sources: Statistical Institute of Belize and World Bank staff calculations. Sources: Ministry of Finance and World Bank staff calculations. 

Table 1 2020

Population, million 0.4

GDP, current US$ billion 1 .8

GDP per capita, current US$ 4440.7

School enro llment, primary (% gross)
a 1 1 0.5

Life expectancy at birth, years
a 74.5

(a) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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of GDP. Following a near default on pay-
ments in 2020, Belize managed to renego-
tiate with creditors the terms on the US 
dollar-denominated bonds due in 2034. 
Authorities established measures to main-
tain credit flow in the economy, including 
reducing statutory cash reserve require-
ments, extending the period to classify 
targeted non-performing loans and other 
affected aspects of the banking system 
balance sheet.  
The expected impacts of the COVID-19 
crisis on the labor market are significant, 
likely leading to poverty increases. Ac-
cording to official statistics, approximately 
39,000 persons moved out of employment 
(either to unemployment or out of the 
labor force) from March to August 2020. 
About 25 percent of the employed persons 
reported reduced or partial wages. Over-
all, the unemployment rate increased by 
19.1 percentage points from September 
2019 to September 2020.1 The most affect-
ed sector is tourism, with 66 percent of the 
job losses. The pandemic has affected sig-
nificantly more the youth, men, and those 
in the service sector. Overall, about 64.4 
percent of the employed population who 
lost their job due to the pandemic were 
men. The youth (ages 25-34) accounted for 
many job losses (28.2 percent). 

 

Outlook 
 
Economic recovery is projected to begin 
with the launch of the vaccine in 2021. 
However, the speed at which the vaccine 
is distributed remains uncertain. Growth 
will also depend on natural disasters in 
2021. Accelerating efforts to build resili-
ence to disasters would reduce economic 
instability and boost economic growth. 
Inflation will increase to 2.0 percent over 
the medium term as the prices of many 
imported commodities normalize. 
The sharp decline in economic activity 
and employment losses are expected to 
lead to significant poverty increases in 
2020 and possibly lasting through 2021, 
depending on the recovery speed. An un-
employment relief program providing 
temporary benefits to the unemployed, 
the upscaling of transfers through Boost 
(the conditional cash transfers program), a 
new COVID-19 cash transfer (BCCAT) to 
uncovered poor households, and a food 
pantry program has offered temporal re-
lief to the most affected and partially miti-
gate the poverty increase, particularly in 
the short term.  However, the lack of re-
cent data makes it difficult to assess the 

beneficiary incidence of these emergency 
transfers among the ‘current’ poor.’ 
The CAD is predicted to widen over the 
medium term as imports recover and re-
mittances level off. The CAD will be fi-
nanced by private inflows, donations, and 
multilateral lending, supplemented by a 
drawdown in reserves. In this context, the 
level of international reserves could fall 
below 5 months of imports as quarterly 
interest payments to bondholders will 
begin again in May 2021. 
With the expected economic recovery, tax 
collections will improve, and cash trans-
fers may decrease, reducing the fiscal defi-
cit to 5.1 percent of GDP and lowering the 
public debt to 127.5 percent of GDP by 
2023. Despite short-term relief due to the 
capitalization of the next three bond inter-
est payments, timely payments of Belize's 
debt service will depend on favorable 
financial and economic conditions that 
could be strained if economic activity re-
covers at a slower pace. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 2.9 1.8 -14.1 1.9 6.4 4.2

Private Consumption -2.7 -3.3 -14.0 3.8 3.2 3.0

Government Consumption 3.5 2.5 -12.3 6.6 0.6 10.4

Gross Fixed Capital Investment 13.4 10.5 25.2 5.1 3.9 18.0

Exports, Goods and Services 7.5 -7.0 -14.1 2.7 -3.2 -3.3

Imports, Goods and Services -4.3 3.8 -12.9 7.2 -7.5 5.5

Real GDP growth, at constant factor prices 3.1 1.0 -14.1 1.9 6.4 4.2

Agriculture -2.9 -3.8 -2.4 3.4 1.6 1.3

Industry 1.0 -4.3 -1.9 4.2 2.1 2.1

Services 4.5 2.9 -18.3 1.1 8.3 5.2

Inflation (Consumer Price Index) 0.3 0.2 0.1 1.0 2.0 2.0

Current Account Balance (% of GDP) -8.1 -9.6 -8.1 -7.7 -7.4 -7.2

Net Foreign Direct Investment (% of GDP) 6.3 5.3 3.2 3.3 3.8 4.1

Fiscal Balance (% of GDP)a -1.1 -4.7 -10.9 -10.9 -7.3 -5.1

Debt (% of GDP)a 95.9 97.3 125.4 132.4 129.7 127.5

Primary Balance (% of GDP)a 2.2 -1.4 -8.3 -6.4 -3.1 -0.9

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Fiscal balances are reported in fiscal years (April 1st -M arch 31st).

1/ There were some methodological changes in the 

LFS from 2019 to 2020 due to revisions in the defini-

tions of unemployment, employment and underem-

ployment that affect comparability. Comparisons here 

used the previous definition for both years. 
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Table 1 2020

Population, million 1 1 .7

GDP, current US$ billion 36.7

GDP per capita, current US$ 31 43.1

International poverty rate ($1.9)
a 3.2

Lower middle-income poverty rate ($3.2)
a 7.8

Upper middle-income poverty rate ($5.5)
a 1 9.9

Gini index
a 41 .6

School enro llment, primary (% gross)
b 98.2

Life expectancy at birth, years
b 71 .2

(a) M ost recent value (2019), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
After the commodity boom, a wide range 
of expansionary policies allowed Bolivia 
to keep growing despite declining gas 
production and low private investment. 
However, as these policies increased the 
public debt and eroded macroeconomic 
buffers, Bolivia had limited policy room to 
deal with the pandemic that plunged the 
economy into a deep recession and re-
versed eight years of poverty reduction. 
This scenario was compounded by struc-
tural weakness such as high labor infor-
mality and poorly targeted social pro-
grams, and political polarization after the 
contested 2019 elections led to President 
Morales's resignation. 
After a one-year transition government, 
the new government is intent on boosting 
domestic demand and resuming earlier 
state-led development policies. With low 
hydrocarbon revenues, this agenda de-
pends on external and Central Bank fi-
nancing that may undermine macroeco-
nomic sustainability. 
The recovery from the COVID-19 crisis 
depends on how fast the vaccination is 
completed. While a constrained financial 
situation elevates the risk of a balance of 
payment crisis, strong growth fundamen-
tals need to be activated. 
Cementing confidence in the fixed ex-
change rate requires reducing the fiscal 
and external imbalances. Improving fiscal 
policy efficiency and progressivity could 

help secure fiscal sustainability while 
shielding social expenditure and support-
ing the most vulnerable. It would also be 
critical to adopt a more pragmatic ap-
proach toward private and foreign invest-
ment to develop new gas reserves and 
foster new sources of growth and employ-
ment. The business environment could be 
improved by easing administrative agri-
culture export restrictions, improving 
logistics, reducing red-tape, and modern-
izing labor and tax regulation. 
 
 

Recent developments 
 
The pandemic plunged the economy into a 
deep recession in 2020. Excepting commu-
nication, agriculture, and public admin-
istration, most sectors dropped despite 
showing signs of recovery by the end of the 
year, after lockdown measures were lifted. 
Poverty ($5.5 line in 2011 PPP) is expected 
to increase from 19.9 percent in 2019 to 
28.7 percent in 2020, pushing more than 
one million people into poverty. Income 
inequality has increased as many low-
skill salaried workers lost their jobs, and 
most self-employed, who account for 
more than 40 percent of employment, saw 
their earnings fall. Despite recent im-
provements, unemployment and under-
employment remained above their pre-
crisis levels in late 2020, mainly among 
women, widening gender gaps. Addition-
ally, despite being almost universal, 
emergency cash transfers have only par-
tially offset the drop of labor earnings due 
to their low generosity. 

BOLIVIA 

After the pandemic-induced recession, the 

economy is expected to rebound in 2021 

on the back of eased mobility restrictions 

and expansionary efforts. Growth would 

slow down in the medium term due to 

shrinking room for expansionary policies. 

Consequently, poverty is expected to re-

turn to pre-crisis levels only by 2023. 

Bolivia's medium-term prospects depend 

on its capacity to reduce macroeconomic 

imbalances, generate fiscal space to shield 

social expenditure and protect the vulner-

able, and ignite new sources of growth 

and employment.  

FIGURE 1  Bolivia / Monetary base  FIGURE 2  Bolivia / Actual and projected poverty rates and 

real GDP per capita 

Sources: Central Bank of Bolivia.  Source: World Bank. Notes: see Table 2. 
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Despite the collapse in public investment, 
the fiscal deficit widened to 12 percent of 
GDP due to low hydrocarbon and tax rev-
enues and high health and social protec-
tion expenditures. In conjunction with a 
fall in nominal GDP, the fiscal deficit in-
creased public debt from 59 percent of 
GDP in 2019 to 77 percent in 2020. With 
limited external financing, the Central 
Bank funded the bulk of the fiscal deficit.  
Although import compression reduced 
the current account deficit, international 
reserves continued to fall due to low ex-
ternal financing to the public sector, mut-
ed foreign investment, and sizable private 
capital outflows. The partial recovery of 
imports and uncertainty around the 2020 
elections renewed pressures on interna-
tional reserves in late 2020. 
As the economic contraction reduced av-
erage inflation to less than one percent, 
the Central Bank became the primary do-
mestic credit source. Besides funding the 
fiscal deficit, the Central Banks also pro-
vided liquidity to the financial sector, 
which saw its profitability fall to a record 
low level as a result of the loan deferral 
imposed by the government to support 
debtors in 2020. 

 

Outlook 
 
Although the second wave of the pandemic 
dampened the recovery in early 2021, the 
economy is set to resume growth this year 
due to eased mobility restrictions. As the 
government ruled out a harsh lockdown, 
local authorities will impose only targeted 
restrictions until the vaccine is fully rolled 
out in the first half of 2022. Additionally, 
the government will apply some expan-
sionary policies, including higher public 
investment. However, after the 2021 re-
bound, growth is projected to slow down. 
The tightening financial situation will con-
strain the space to boost domestic demand, 
and trade flows will likely slow down after 
the rebound from the crisis. 
Although growth will reduce poverty from 
its 2020 peak, poverty is projected to re-
main above the pre-pandemic level until 
2022. Long-term pandemic effects on em-
ployment and productivity—such as the 
hysteresis, decapitalization of businesses, 
and human capital losses due to school 
closures and remote learning—are likely to 
affect the poor and vulnerable the most, 

preventing inequality from falling and lim-
iting upward intergenerational mobility. 
The fiscal deficit is projected to gradually 
decrease to about 4.7 percent in 2023 as 
fiscal revenues recover and emergency 
expenditures fade out. Despite the issu-
ance of international bonds to finance 
public investment and payback bonds due 
in 2022 and 2023, the tightening financial 
situation is expected to induce a partial 
consolidation, stabilizing public debt near 
81 percent of GDP. 
Current account deficits and capital out-
flows are expected to continue eroding 
international reserves but at a slower 
pace.  The nominal exchange rate is pro-
jected to remain fixed as the government 
is expected to gradually limit its expan-
sionary efforts to prevent a devaluation. 
Declining international reserves and ris-
ing inflation would limit the Central 
Bank to continue fueling domestic credit. 
Moreover, the financial sector could re-
quire additional support. The massive 
reschedule of loans deferred in 2020 and 
the early withdrawal from the pension 
funds could add stress on the already hit 
financial sector, particularly small finan-
cial institutions. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 4.2 2.2 -7.8 4.7 3.5 3.0

Private Consumption 4.3 3.7 -8.1 4.6 3.7 3.3

Government Consumption 5.1 3.8 2.8 1.6 -0.8 0.3

Gross Fixed Capital Investment 3.2 -3.5 -34.1 23.1 2.9 3.5

Exports, Goods and Services 5.2 -1.8 -8.7 6.4 6.4 3.5

Imports, Goods and Services 1.9 1.5 -22.9 14.9 4.2 3.2

Real GDP growth, at constant factor prices 4.3 2.4 -7.8 4.7 3.5 3.0

Agriculture 6.9 5.3 2.4 4.2 4.2 4.2

Industry 2.3 0.1 -12.2 5.4 3.7 3.2

Services 5.2 3.4 -7.6 4.3 3.0 2.5

Inflation (Consumer Price Index) 2.3 1.8 0.9 2.5 3.0 3.0

Current Account Balance (% of GDP) -4.5 -3.3 -0.8 -3.0 -1.4 -0.7

Net Foreign Direct Investment (% of GDP) 1.0 -0.7 -1.7 0.2 1.1 1.1

Fiscal Balance (% of GDP) -8.1 -7.2 -12.0 -8.9 -6.0 -4.7

Debt (% of GDP) 53.3 58.8 77.2 81.1 81.3 80.5

Primary Balance (% of GDP) -7.0 -5.8 -10.3 -7.1 -4.1 -2.9

International poverty rate ($1.9 in 2011 PPP)a,b 4.9 3.2 4.5 3.9 3.5 3.3

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 11.0 7.8 11.0 9.4 8.5 7.9

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 23.4 19.9 28.7 24.1 21.7 19.9

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on SEDLAC harmonization, using 2008-EH,  2011-EH, and  2019-EH.Actual data: 2019. Nowcast: 2020. Forecast are from 2021 to 2023.

(b) Projection using average elasticity (2008-2011)   with pass-through = 1 based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 21 2.6

GDP, current US$ billion 1 424.6

GDP per capita, current US$ 6702.2

International poverty rate ($1.9)
a 4.6

Lower middle-income poverty rate ($3.2)
a 9.1

Upper middle-income poverty rate ($5.5)
a 1 9.6

Gini index
a 53.4

School enro llment, primary (% gross)
b 1 32.5

Life expectancy at birth, years
b 75.7

(a) M ost recent value (2019), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
In the last decade, the Brazilian economy 
grew by an average 1.4 percent per year 
(0.6 percent per capita). Most of the 
growth in the past ten years was driven 
by favorable demographics, while total 
factor productivity declined due to struc-
tural bottlenecks, such as a complex tax 
system and a cumbersome business envi-
ronment that discouraged entrepreneur-
ship. Despite promoting important pro-
jects like the labor and pension reform, a 
new legal framework for sanitation, 
changes to the bankruptcy law and the 
independence of the Central Bank, human 
capital progress was slow and the state 
intervention policies in specific sectors 
were ineffective. The public budget was 
under increasing pressure from the high 
level of mandatory current expenditures 
and increasing pension obligations. The 
economy was still recovering from the 
deep recession of 2015 and 2016 when it 
was hit by the Covid-19 crisis. Uneven 
income growth, declining incomes of the 
poorest 40 percent and households in lag-
ging regions falling further behind led to 
higher poverty and inequality levels than 
those following the 2015/16 recession.  
The crisis aggravated Brazil’s challenges 
in poverty reduction. The large federal 
fiscal response through the direct transfer 
program Auxilio Emergencial (AE) led to a 
decrease in poverty and inequality in 
2020, thanks to the broadened inclusion 

base and high amount of transfers (up to 
750 USD equivalent in total).  
A successful vaccination campaign is criti-
cal to overcoming the health crisis and 
recovery in the services sector. Other 
needed reforms include trade liberaliza-
tion, privatization of public enterprises, 
the tax system, flexibilization of the public 
expenditures and public servants’ career.  
 
 

Recent developments 
 
Brazil’s economy contracted by 4.1 per-
cent in 2020. The AE program launched in 
March cushioned the plunge and sup-
ported a consumption-led recovery, fur-
ther aided by lower interest rates, job 
sustainment programs and the easing of 
social distancing measures. Industry and 
retail sales followed suit, exceeding pre-
Covid levels by end-2020. Meanwhile, 
services, that are important for job crea-
tion, remain weak as Brazil’s high virus 
case count continues to affect face-to-face 
activities. Agriculture expanded consider-
ing soaring commodities prices and a 
weakened exchange rate. The labor mar-
ket deteriorated, with unemployment 
climbing 2.3 p.p. reaching 13.9 percent in 
December. Labor force participation fell 
by 6.8 p.p. between December 2019 and 
September 2020, recovering by 1.7 p.p. by 
December 2020 (to 56.8 percent). More 
than 6mn people lost their jobs in 2020 
and most of them gave up looking for a 
job. Among women, one in five were out 
of the labor force, due to the need to take 
care of relatives or housework. 

BRAZIL 

After a strong contraction in the second 

quarter of 2020, Brazil’s recovery was 

supported by large fiscal stimulus, limit-

ing the annual contraction to 4.1 percent. 

Recovery momentum is expected to propel 

growth to 3.0 percent in 2021, but the 

upsurge of Covid-19 cases raises down-

side risks. Poverty will likely rise with 

more limited fiscal support and as the 

labor market remains soft. The govern-

ment must find a balance between effec-

tive social protection and a sustainable 

fiscal framework, while re-launching the 

structural reform agenda. 

FIGURE 1  Brazil / Revisions to Brazil’s GDP growth forecast, 

compared to last MPO  

FIGURE 2  Brazil / Actual and projected poverty rates and 

real private consumption per capita 

Sources: WB staff calculations.  Source: World Bank. Notes: see Table 2. 
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The current account deficit narrowed from 
2.7 percent in 2019 to 0.9 percent in 2020, 
due to a steep fall in imports, but FDI 
flows held up. Inflation accelerated in the 
second half of 2020, as food prices in-
creased by 15 percent given the increase in 
commodity prices and the exchange rate 
depreciation. Nevertheless, the shock is 
considered temporary, as inflation expec-
tations are well anchored. 
The fiscal expansion of 11.2 percent of 
GDP led the primary deficit to rise from 
0.8 percent of GDP in December 2019 to 
9.5 percent in 2020. Accordingly, public 
debt jumped to 88.6 percent in 2020.  
The pandemic effects on the labor mar-
ket led to a fall on households’ labor 
income that was felt across the income 
distribution. In contrast, the increase in 
social transfers (with AE representing 
over 40 percent of households’ income 
for those in the bottom quintile in No-
vember) led to a projected decrease in 
poverty to 10.9 percent (for US$5.5, 2011 
PPP line), and 1.4 percent (or 3.2 million 
people) living in extreme poverty 
(US$1.90 PPP). 

 

Outlook 
 
Covid-19 erased income gains since the 
last recession in 2016. In 2021, a partial 
GDP recovery of 3.0 percent is expected, as 
the carryover is high, and growth likely 
resumes its pre-Covid pace. Industry will 
lead the recovery, while the services sector 
will be dragged down by the activities 
whose performance depend on the vac-
cination program. The vaccination cam-
paign is expected to accelerate throughout 
the year. Mining and agriculture growth 
will be supported by improving external 
conditions. The recovery underway is ex-
pected to continue into 2022 with 2.5 per-
cent growth, before the economy converg-
es to a 2.3 percent rate from 2023 onwards. 
Poverty reduction is expected to be lim-
ited. The expiration of the AE in December 
2020 is expected to decrease households’ 
income, especially for those at the bottom 
of the distribution. Without the labor mar-
ket absorbing discouraged workers and 
the unemployed, labor incomes will stall 

and the reduction in poverty is likely to 
remain temporary. In 2021, poverty rates 
(at $5.50 2011 PPP) are projected at slight-
ly higher levels than before Covid-19 and 
return to 19.7 percent in 2023. Inflation is 
expected to return to the official target in 
2021, as exchange rate related shocks dis-
sipate, while primary deficit decreases to 
2.4 percent. Total gross debt will reach 
89.7 percent, and further fiscal adjustment 
will be required to comply with Brazil’s 
expenditure rule. 
Risks to the recovery continue to be high. 
Should the AE transfer program be re-
newed, currently under discussion in 
Congress, it will likely increase the prima-
ry deficit in 2021, support household con-
sumption and soften poverty increase. The 
resurgence of the pandemic is leading 
some local governments to impose new 
lockdowns, which may slow the pace of 
recovery. The pace of recovery in the labor 
market is a risk as job creation depends on 
a sustained demand recovery scenario and 
on the implementation of structural re-
forms, both to boost potential growth and 
to promote fiscal consolidation. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 1.8 1.4 -4.1 3.0 2.5 2.3

Private Consumption 2.4 2.2 -5.5 2.3 2.6 2.4

Government Consumption 0.8 -0.4 -4.7 0.0 0.0 0.0

Gross Fixed Capital Investment 5.2 3.4 -0.8 5.1 5.1 4.7

Exports, Goods and Services 4.1 -2.4 -2.2 5.0 5.0 5.0

Imports, Goods and Services 7.7 1.1 -10.2 6.0 6.0 6.0

Real GDP growth, at constant factor prices 1.7 1.3 -3.8 2.9 2.5 2.3

Agriculture 1.3 0.6 2.0 1.5 1.6 1.5

Industry 0.7 0.4 -3.5 5.5 1.9 1.8

Services 2.1 1.7 -4.6 2.2 2.8 2.5

Inflation (Consumer Price Index) 3.7 3.7 3.2 5.4 3.5 3.4

Current Account Balance (% of GDP) -2.2 -2.7 -0.9 -1.5 -2.1 -2.5

Net Foreign Direct Investment (% of GDP) 4.0 2.5 3.5 2.6 2.6 2.6

Fiscal Balance (% of GDP) -7.5 -6.6 -14.2 -6.2 -6.8 -6.4

Debt (% of GDP) 75.3 74.3 88.6 89.7 91.1 92.5

Primary Balance (% of GDP) -1.6 -1.0 -9.5 -2.4 -1.3 -0.8

International poverty rate ($1.9 in 2011 PPP)a,b 4.4 4.6 1.4 5.0 4.2 3.6

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 9.1 9.1 3.9 9.7 9.1 8.7

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 19.8 19.6 10.9 20.1 19.9 19.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on SEDLAC harmonization, using 2013-PNADC-E1,  2018-PNADC-E1, and  2019-PNADC-E1.Actual data: 2019. Nowcast: 2020. Forecasts: 2021 to 2023.

(b) Projection using point-to-point elasticity (2013-2018) with pass-through = 0.87 based on private consumption per capita in constant LCU. 

Estimates for 2020-2021 based on microsimulations to reflect emergency policy measures implemented in 2020.
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Key conditions and 
challenges 
 
Over the last few decades, Chile achieved 
important progress on main economic 
and social indicators. Progress came on 
the back of a conducive business envi-
ronment, strong institutions, and sound 
macroeconomic management. However, 
after achieving high-income status, the 
existing policy framework has been in-
sufficient to foster productivity and eco-
nomic diversification, increase labor op-
portunities, and further tackle deep-
rooted inequality.  
The pandemic-led recession in 2020 has 
amplified demands for higher social ex-
penditure and reforms that preceded the 
social unrest of 2019, resulting in the vote 
to rewrite the constitution. The reform 
process adds to the political uncertainty 
already associated with subnational elec-
tions (April 2021), primaries elections 
(July 2021), the general election 
(November 2021), and a referendum on 
the new constitution (2022).  
The constitutional reform process opens 
opportunities to reform institutions and 
address long-standing structural chal-
lenges. Long-term implications will de-
pend on the balance between fulfilling 
demands for more equitable policies and 
other medium-term challenges such as 
preserving a traditionally sound macroe-
conomic environment, restoring private 
sector confidence, and unlocking produc-
tivity gains and diversification. Chile still 

needs to tackle long-standing barriers to 
productivity such as low competition, 
innovation, education quality, and female 
labor participation.  
 
 

Recent developments 
 
GDP contracted 6.0 percent in 2020, alt-
hough looser lockdown measures allowed 
a partial recovery towards the end of the 
year. Over one million jobs were lost, 
affecting mostly women and workers in 
commerce, agriculture, and hospitality. 
The effects of mobility restrictions and 
uncertainty were only partially offset by 
one of the largest policy responses in the 
region. This response included cash trans-
fers, a job retention scheme, tax deferrals 
and reductions, liquidity provisions and 
guarantees, and early withdrawals from 
pension funds.  
The Central Bank reduced the policy 
rate to 0.5 percent and implemented 
unconventional monetary policies. Alt-
hough a food price surge increased an-
nual inflation to around 3.0 percent in 
recent months, accommodative mone-
tary policy is expected to continue into 
the medium-term.  
In conjunction with the economic contrac-
tion, the fiscal deficit increased to 7.5 per-
cent of GDP in 2020, the largest in over 
three decades. Although the authorities 
tapped into fiscal buffers, public debt rose 
from 28 percent in 2019 to 33 percent in 
2020. Additional measures to support the 
recovery include measures to streamline 
regulations, higher public investment, tax 

CHILE 

Chile is expected to resume growth in 

2021, as the government continues the 

stimulus and mobility restrictions are 

eased with the vaccination rollout. Chile's 

medium-term prospects depend on its 

capacity to meet demands for more equita-

ble access to opportunities while preserv-

ing strong macroeconomic management, 

restoring private sector confidence, and 

unlocking productivity gains for a more 

diversified economy. The same policies 

would be instrumental in reducing pov-

erty caused by the pandemic and set the 

ground for more inclusive growth.  

FIGURE 1  Chile / Real GDP FIGURE 2  Chile / Actual and projected poverty rates and 

real GDP per capita 

Sources: Central Bank of Chile and staff’s estimates. Sources: World Bank. Notes: see Table 2. 

Table 1 2020

Population, million 1 9.1

GDP, current US$ billion 249.7

GDP per capita, current US$ 1 3064.1

Upper middle-income poverty rate ($5.5)
a 3.6

Gini index
a 44.4

School enro llment, primary (% gross)
b 1 02.2

Life expectancy at birth, years
b 80.0

(a) M ost recent value (2017), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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incentives for firms, hiring subsidies, and 
transfers to low-income households. 
As imports collapsed, the current account 
recorded a sizable surplus in 2020. How-
ever, the Central Bank had to intervene to 
prevent a larger depreciation linked with 
subdued private external inflows. 
Targeted social protection measures cush-
ioned the effects of the crisis. In 2020, the 
share of the population living on less than 
US$5.5 a day and the inequality Gini co-
efficient are estimated to have remained 
stable at 3.3 and 44.3 percent, respectively. 
However, these estimates mask a down-
ward slide in household income among 
the vulnerable and lower middle class, 
especially in female-headed households. 
Using the national poverty line, poverty is 
expected to have increased from 8.1 to 
12.2 percent, meaning that about 780 thou-
sand people are expected to have fallen 
into poverty. 
  
 

Outlook 
 
Although the second wave of the pandem-
ic triggered some new mobility re-
strictions, the economy is projected to 

rebound by 5.5 percent in 2021 on the back 
of a successful vaccine rollout—Chile is 
the fourth country globally and the leader 
in the region in terms of per capita vac-
cination rates.  Although uncertainty will 
curb private investment recovery, domes-
tic demand will be spurred by accommo-
dative policies, including the lagged 
effects of the early withdrawals from the 
pension funds. Exports would benefit 
from a strong recovery in advanced econ-
omies, China, and higher copper prices.  
After that, GDP growth is expected to 
gradually decrease to 2.5 percent in 2023 
as the output gap is reduced, allowing for 
fading out of the policy stimulus. Howev-
er, medium-term growth could be con-
strained by uncertainty around the consti-
tutional reform. 
After sustaining a positive fiscal impulse 
in the upcoming two years, the govern-
ment is expected to start a gradual consol-
idation to reach the medium-term struc-
tural balance goal. Revenue growth will 
account for most of the fiscal consolida-
tion as fiscal expenditures will remain 
above pre-pandemic levels due to higher 
social spending resulting from the consti-
tutional reform. Maintaining key social 
safety measures will be needed to ensure 

an inclusive recovery. However, public 
debt is projected to increase to 40 percent 
of GDP by 2023, the highest in the last 
three decades. 
The recovery of imports and factor pay-
ments abroad will shift the current ac-
count balance into a deficit over the pro-
jection period. However, this deficit is 
expected to be financed by private capital 
flows, mainly foreign investment, limiting 
pressures on the exchange market.  
The labor market recovery and cash 
transfers are expected to reduce poverty 
in 2021. The share of the population liv-
ing on US$5.50 a day may be reduced 
slightly to 2.7 percent. Nevertheless, it 
will take longer for the incomes of the 
middle class to recover, and poverty rates 
based on the national poverty line are not 
expected to revert to the pre-pandemic 
level until 2022.  
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.9 1.1 -6.0 5.5 3.5 2.5

Private Consumption 3.7 1.1 -8.5 6.3 3.7 2.7

Government Consumption 4.3 -0.3 -1.9 -4.6 3.3 2.4

Gross Fixed Capital Investment 4.8 4.2 -15.6 17.9 5.6 1.8

Exports, Goods and Services 5.0 -2.3 -4.8 4.5 3.3 1.7

Imports, Goods and Services 7.9 -2.3 -15.4 9.9 5.3 1.5

Real GDP growth, at constant factor prices 4.0 1.2 -6.0 5.5 3.5 2.5

Agriculture 1.7 -1.6 -2.2 3.2 2.2 2.2

Industry 4.9 0.4 -3.2 4.6 3.1 2.9

Services 3.6 1.7 -7.5 6.0 3.7 2.3

Inflation (Consumer Price Index) 2.4 2.6 3.0 3.0 3.0 3.0

Current Account Balance (% of GDP) -3.6 -3.9 1.5 0.7 -1.1 -1.9

Net Foreign Direct Investment (% of GDP) 2.3 1.2 -0.3 1.9 2.1 2.1

Fiscal Balance (% of GDP) -1.5 -2.7 -7.5 -3.2 -3.1 -2.2

Debt (% of GDP) 25.6 27.9 33.0 34.5 37.7 40.1

Primary Balance (% of GDP) -0.6 -1.8 -6.6 -2.3 -1.9 -0.9

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 3.4 3.3 3.3 2.7 2.3 2.1

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on SEDLAC harmonization, using 2017-CASEN.Nowcast: 2018-2020. Forecast are from 2021 to 2023.

(b) Projection using and microsimulation model for 2020.
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Table 1 2020

Population, million 50.4

GDP, current US$ billion 271 .5

GDP per capita, current US$ 5389.1

International poverty rate ($1.9)
a 4.9

Lower middle-income poverty rate ($3.2)
a 1 2.7

Upper middle-income poverty rate ($5.5)
a 29.4

Gini index
a 51 .3

School enro llment, primary (% gross)
b 1 1 4.5

Life expectancy at birth, years
b 77.1

(a) M ost recent value (2019), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Colombia confronted the COVID-19 crisis 
with a strong macroeconomic framework 
anchored on inflation targeting, a flexible 
exchange rate, and a rule-based fiscal 
framework. This framework supported 
growth, the absorption of a large flow of 
migrants from Venezuela, and the build-
up of buffers with which to respond to the 
COVID-19 shock. Yet, Colombia also 
faced unresolved structural vulnerabili-
ties. Many factors (including infrastruc-
ture bottlenecks, low labor productivity, a 
complex tariff regime and the existence of 
non-tariff barriers) weigh on total factor 
productivity and slow down growth. The 
predominance of oil and mining in ex-
ports have been exposing the economy to 
price shocks. Also, while poverty declined 
significantly between 2008 and 2018, ine-
quality remains high and labor informali-
ty is among the highest in Latin America. 
These vulnerabilities amplified the effect 
of the COVID-19 crisis.  
The crisis took a toll on the strength of 
fiscal policies. First, the response to 
COVID-19 reduced the space to respond 
to future shocks. Second, activating the 
suspension clause of the fiscal rule, while 
warranted to provide the needed flexibil-
ity to respond to the crisis, has opened 
uncertainty about the fiscal policy anchor 
over the medium-term. With subdued 
inflation and exceptionally low interest 
rates, the space for further conventional 

monetary easing has reduced. Finally, the 
long-term effect of the crisis on both the 
level and the growth of potential GDP are 
still uncertain. With low total factor 
productivity slowing the recovery, and 
informality and job insecurity weighing 
on household income, the prospects for 
returning both to pre-pandemic GDP 
trend in level, and to the pre-pandemic 
potential growth are uncertain. 
 
 

Recent developments 
 
GDP contracted 6.8 percent in 2020. Ac-
tivity has been on steady recovery since 
2020Q2, as mobility restrictions were 
relaxed and decisive policy actions sup-
ported people and the economy. Reflect-
ing weak demand, inflation averaged 2.5 
percent in 2020, below the 3 percent infla-
tion target. A second wave of COVID-19 
towards the end of 2020 led to a tighten-
ing of mobility restrictions, causing a 
slight contraction of 2021Q1 activity, rel-
ative to 2020Q4. 
Weak domestic demand brought imports 
down, but exports equally suffered from 
weak external demand, especially for oil. 
Low distribution of dividends abroad, and 
strong inward remittances reduced the 
current account deficit to 3.4 percent of 
GDP, which was financed by FDI inflows 
and external government borrowing. 
Weak revenues, higher health spending 
and social transfers, and the contraction in 
nominal GDP (which in itself pushed up 
the spending-to-GDP ratio), raised the fis-
cal deficit of the central government to 7.8 

COLOMBIA 

GDP contracted 6.8 percent in 2020 and 

poverty (US$5.5/day poverty line) is 

estimated to have increased over 5.5 per-

centage points. The decisive government 

response to the COVID-19 crisis sup-

ported lives and livelihoods but reduced 

fiscal space. If COVID-19 vaccination 

proceeds as planned, GDP is projected to 

grow 5.0 percent in 2021 and the inci-

dence of poverty is expected to stabilize. 

Supporting economic activity and vul-

nerable household while normalizing the 

fiscal accounts will require a strong and 

credible medium-term fiscal plan. 

FIGURE 1  Colombia / Real GDP levels under different    

scenarios  

FIGURE 2  Colombia / Actual and projected poverty rates 

and real GDP per capita 

Sources: DANE, Google mobility index, Ministry of Health, World Bank staff calculations.  
Note: Stringency of mobility restriction in gray (darkest = more stringent). Vaccination 
plan in blue (light blue = up to 50% of the population; dark blue = >50%).  

Source: World Bank. Notes: see table 2.  
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percent of GDP. The general government’s 
debt climbed up to 67 percent of GDP. 
The COVID-19 crisis has exacerbated ex-
isting labor market weaknesses. Around 
2.5 million jobs were lost in 2020, the un-
employment rate reached 15.9 percent 
(with large increases in urban areas and 
among women, the youth, the self-
employed, and workers in small firms), 
and the fraction of people working less 
than 20 hours a week increased to 22 per-
cent of total employment. As household 
income plummeted, other dimensions of 
wellbeing (especially food security, access 
to health services and to quality educa-
tion) worsened (including for the middle 
class), with potential long-term impacts on 
human capital and productivity. 
Although government emergency trans-
fers mitigated a quarter of the estimated 
negative impact of the crisis on poverty, 
around 3 million people are expected to 
have become poor, including among ur-
ban population, the better qualified, and 
employers, resulting in overall down-
ward economic mobility. The incidence of 
poverty is projected to have increased by 
over 5.5 percentage points (US$5.5/day 
poverty line) in 2020, wiping out the 

gains since 2011. Inequalities are expected 
to increase as gender gaps and inequali-
ties between high-skilled and low-skilled 
workers widen. 
 
 

Outlook 
 
Under the baseline scenario, the economy 
is projected to grow 5.0 percent in 2021, 
and reach 2019 level in mid-2022, driven 
by the recovery of domestic demand and 
supported by the recovery of commerce 
and manufacturing. This assumes that 
the government’s vaccination plan pro-
ceeds as planned, and that the govern-
ment puts together a credible and strong 
fiscal package that increase revenues on a 
permanent basis and that allows for a 
gradual normalization of the fiscal deficit 
over the medium-term. Under the base-
line scenario, the current account deficit 
is expected to deteriorate in 2021 and 
normalize in 2022. 
The fiscal stance is expected to be expan-
sionary in 2021. As revenues are expected 
to recover gradually over the medium 
term, extra revenues from privatization 

would alleviate financing needs in 2021. 
For 2022, the unwinding of COVID-19 
related health spending, zero real growth 
in operating spending, a slight real con-
traction in transfers, and a structural in-
crease in taxes would reduce the deficit to 
about 5.0 percent of GDP. 
Under this scenario, poverty is expected to 
decline in 2021 but remain above the pre-
pandemic level in the coming years.  
There are significant downside risks. 
Slower progress on vaccination, a weak 
medium-term fiscal plan, or a tightening 
of financing conditions abroad could lead 
to slower activity, loss of confidence, and 
an aggressive contraction of government 
spending down the road, with severe im-
plications for growth and poverty reduc-
tion. Under a downside scenario, GDP 
growth could bottom to 4.2 percent in 
2021. Although the fiscal deficit would 
still decline, the increase in interest pay-
ment would force a reduction of invest-
ment spending and cash transfers in 2023. 
Under this scenario, the economy would 
reach 2019 GDP levels only in 2023, and 
poverty would deteriorate further, with 
long-term impacts from asset depletion 
and lower human capital accumulation. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 2.6 3.3 -6.8 5.0 4.3 4.2

Private Consumption 3.2 3.9 -5.8 5.5 4.6 4.6

Government Consumption 7.4 5.3 3.7 -0.5 1.5 0.8

Gross Fixed Capital Investment 1.0 3.1 -21.1 14.0 8.5 5.8

Exports, Goods and Services 0.6 3.1 -17.4 3.5 2.8 2.5

Imports, Goods and Services 5.8 7.3 -18.0 9.4 5.7 3.4

Real GDP growth, at constant factor prices 2.5 3.2 -6.9 4.8 4.1 3.9

Agriculture 1.6 2.3 2.8 4.1 4.2 4.0

Industry 0.3 0.6 -13.6 8.3 3.3 3.4

Services 3.7 4.4 -5.0 3.5 4.5 4.1

Inflation (Consumer Price Index) 3.2 3.5 2.5 2.8 3.0 3.0

Current Account Balance (% of GDP) -4.1 -4.4 -3.3 -4.6 -4.3 -4.2

Fiscal Balance (% of GDP) -2.2 -2.6 -7.0 -8.3 -4.9 -3.7

Debt (% of GDP) 51.3 52.2 66.7 70.4 68.9 67.4

Primary Balance (% of GDP) 0.6 0.4 -4.1 -4.7 -1.4 -0.4

International poverty rate ($1.9 in 2011 PPP)a,b 4.2 4.9 8.2 6.0 4.5 4.6

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 11.1 12.7 18.3 15.0 12.6 12.8

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 28.2 29.4 34.9 32.2 29.9 30.2

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on SEDLAC harmonization, using 2008-GEIH and 2019-GEIH.Actual data: 2019. Nowcast: 2020. Forecast are from 2021 to 2023.

(b) Projection using average elasticity (2008-2019)   with pass-through = 0.7 based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 5.1

GDP, current US$ billion 61 .8

GDP per capita, current US$ 1 21 27.6

International poverty rate ($1.9)
a 1 .0

Lower middle-income poverty rate ($3.2)
a 3.2

Upper middle-income poverty rate ($5.5)
a 1 0.6

Gini index
a 48.2

School enro llment, primary (% gross)
b 1 1 6.2

Life expectancy at birth, years
b 80.1

(a) M ost recent value (2019), 2011 PPPs.

(b) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Costa Rica stands out in the region for its 
good governance and solid institutions, 
which are key elements of its successful 
outward-oriented growth model. Trade 
openness and foreign investment, together 
with significant investment in human cap-
ital and institutions, have allowed the 
country to double its income per capita in 
the last two decades. Costa Rica has also 
been at the forefront of efforts to promote 
the sustainable use of natural resources 
and of the fight against climate change, 
key elements of the country's long-term 
development plan. After averaging 4 per-
cent per year between 2010 and 2016, GDP 
growth slowed in the following years as 
external shocks negatively affected the 
agricultural sector and further worsened 
an already weak fiscal situation. The ap-
proval of a major fiscal reform, which in-
troduced a VAT, increased income tax, 
and introduced spending ceilings through 
a sound fiscal rule, alleviated fiscal sus-
tainability concerns and reduced econom-
ic uncertainty, accelerating growth in 2019 
and early 2020. The recent accession to the 
OECD has underpinned reforms that fur-
ther reinforce growth prospects. 
However, the COVID-19 outbreak tempo-
rarily interrupted fiscal consolidation 
efforts as revenues decreased, pandemic-
related government expenditures expand-
ed, and the public debt increased further 
pressuring the country’s expensive interest 

bill. Even though Costa Rica’s strong 
health system and timely response helped 
mitigate social impacts, poverty increased. 
A new IMF Extended Fund Facility (EFF) 
for three years, with expected approval in 
the first half of 2021, is projected to cata-
lyze multilateral financing, mitigating con-
cerns about Costa Rica’s return to fiscal 
consolidation and providing cushion to 
downside risks, such as associated with 
more prolonged Covid-19 crisis that delays 
the economic recovery until the second 
half of 2021. Further delays in economic 
growth could also reduce households’ 
income and employment opportunities, 
particularly for informal workers, self-
employed, and small businesses, with lin-
gering poverty and inequality impacts.   
 
 

Recent developments 
 
Despite the government’s proactive re-
sponse, the COVID-19 pandemic had a 
heavy toll on Costa Rica’s economy. GDP 
is estimated to have contracted 4.6 percent 
in 2020, the largest drop in four decades, 
driven by sharp declines in investment (-
4.8 percent) and private consumption (-4.4 
percent). Amid increased global economic 
uncertainty, private investment contract-
ed. Reduced consumption reflects the se-
vere deterioration of labor markets and 
family incomes. One out of five workers 
were unemployed by Q4 2020, with youth, 
women, and individuals with incomplete 
secondary education affected the most. 
Despite strong mitigation-efforts, an esti-
mated 124,000 people fell into poverty 

COSTA RICA 

The COVID-19 crisis interrupted Costa 

Rica’s incipient economic recovery and 

fiscal consolidation, with GDP contract-

ing 4.6 percent in 2020. Job and income 

losses among the vulnerable resulted in 

higher poverty and inequality, despite 

adequate policy response. Growth is ex-

pected to recover in 2021 and 2022 led by 

stronger external demand, including 

tourism, and a rebound in investment, as 

structural reforms and fiscal consolida-

tion efforts rebuild market confidence. 

Poverty reduction hinges on deepening 

the equity lens of reforms. 

FIGURE 1  Costa Rica / Budget balance and change in debt FIGURE 2  Costa Rica / Actual and projected poverty rates 

and real private consumption per capita  

Source: World bank. Source: World Bank. Notes: see Table 2.  

-10

-5

0

5

10

15

2000 2003 2006 2009 2012 2015 2018 2021

Budget balance

Change in debt

Percent of GDP Poverty rate (%) Real GDP per capita (millions of constant LCU)

0

1

2

3

4

5

6

7

8

0

2

4

6

8

10

12

14

16

2011 2013 2015 2017 2019 2021 2023

International poverty rate Lower middle-income pov. rate
Upper middle-income pov. rate Real GDP pc



105 MPO Apr 21 

($5.5/day PPP), leading Costa Rica’s pov-
erty rate to rise to 13 percent in 2020 from 
10.8 percent in 2019.  
The country’s response to the crisis was 
timely and adequate but deteriorated the 
country’s already weak fiscal position. 
The economic slowdown and tax defer-
rals decreased revenues, while health-
related spending and social transfers 
pressured expenditures, despite efforts to 
contain non-priority spending through 
wage freezes and budgetary reallocations. 
The fiscal deficit in 2020 expanded to 8.6 
percent of GDP, pushing government 
debt to 67.9 percent of GDP and the inter-
est bill to 4.7 percent. 
The effects of the COVID-19 pandemic on 
the country's external position were re-
flected in a slight increase in the current 
account deficit to 2.5 percent of GDP in 
2020, as exports deteriorated more than 
imports. With increased net portfolio out-
flows and lower FDI, external borrowing 
helped finance the current account deficit, 
maintaining reserves at around 7,2 billion 
(11.8 percent of GDP). The relatively resili-
ent goods exports (led by medical equip-
ment and implements, and food industry) 

helped mitigate the impact of a sharp 
drop in services exports, which decreased 
more than 25 percent y-o-y driven by 
tourism (estimated declined of 60% y-o-y).  
 
 

Outlook 
 
GDP is projected to recover by 2.6 percent 
in 2021, supported by an improvement in 
foreign demand and less stringent credit 
conditions. This would support a gradual 
recovery of the confidence of economic 
agents and resume investment. As the 
vaccination campaign rolls out worldwide 
and tourism recovers, growth is projected 
to accelerate to 3.3 percent in 2022. The 
impact of new waves of the COVID-19 on 
economic activity is expected to be more 
moderate, as countries have learned how 
to operate in the new constrained physical-
distancing setting. With Costa Rica’s main 
trading partners already recovering, total 
exports are expected to increase by 8 per-
cent in 2021. Over time, these improve-
ments would positively affect sectors like 
hotels, restaurants, and transport. Poverty 

is expected to decrease slowly but would 
not reach pre-pandemic levels during the 
forecast period. The heterogenous impact 
of the COVID-19 would push inequality to 
its highest in a decade. Social and econom-
ic support measures can help contain these 
effects but are limited by fiscal space.   
The government is anticipated to resume 
its fiscal consolidation plan in 2021, pri-
mary spending is expected to decline 3.1 
percent of GDP over the 2021-23 period, 
supported by the fiscal rule and the public 
employment reform. These efforts, com-
bined with revenue improvements, are 
projected to yield a primary surplus of 1 
percent of GDP in 2023. Public debt is 
expected to peak at 76.1 percent of GDP in 
2023 and gradually decline thereafter.  
Extended impacts of the COVID-19 would 
delay economic recovery and lead to great-
er fiscal stress, possibly increasing public 
debt above 80 percent of GDP. Difficulties 
in reaching consensus around key reforms, 
including those supported by the IMF pro-
gram are also a risk. Costa Rica’s diversi-
fied productive structure, a good level of 
international reserves and stable financial 
system, work as mitigating factors. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 2.1 2.2 -4.6 2.6 3.3 3.1

Private Consumption 1.6 1.6 -4.4 2.5 2.6 2.8

Government Consumption 0.5 5.3 1.0 -0.9 -0.8 -0.6

Gross Fixed Capital Investment 0.8 -5.4 -4.8 5.1 4.4 4.6

Exports, Goods and Services 4.7 3.0 -11.0 8.0 8.4 6.6

Imports, Goods and Services 0.2 -0.5 -9.7 7.7 5.8 5.4

Real GDP growth, at constant factor prices 2.2 2.2 -4.4 2.4 3.3 3.0

Agriculture 2.0 -1.2 -0.9 2.6 2.6 2.1

Industry 1.9 -0.8 -1.4 3.9 4.7 5.0

Services 2.3 3.3 -5.4 2.0 2.9 2.5

Inflation (Consumer Price Index) 2.2 1.5 0.7 1.5 2.0 1.8

Current Account Balance (% of GDP) -3.0 -2.3 -2.5 -3.2 -3.0 -2.9

Net Foreign Direct Investment (% of GDP) 3.5 3.9 2.9 3.2 3.8 4.3

Fiscal Balance (% of GDP) -5.7 -6.7 -8.6 -6.9 -5.7 -4.2

Debt (% of GDP) 51.7 56.5 67.9 72.0 75.0 76.1

Primary Balance (% of GDP) -2.3 -2.6 -3.9 -1.7 -0.3 1.0

International poverty rate ($1.9 in 2011 PPP)a,b 1.5 1.0 1.4 1.6 1.4 1.3

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 3.7 3.2 4.1 4.8 4.4 4.1

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 11.2 10.6 13.0 12.9 12.2 11.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on SEDLAC harmonization, using 2019-ENAHO.Actual data: 2019. Nowcast: 2020. Forecast are from 2021 to 2023.

(b) Projection using microsimulation model. 
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Key conditions and 
challenges 
 
Dominica is a small island developing 
state with an economy driven largely by 
tourism and agriculture. Tourism ac-
counts for close to 25 percent of GDP and 
employment. This makes the country 
vulnerable to climate change, natural dis-
asters and external economic shocks. The 
government has a well-articulated Cli-
mate Resilience and Recovery Plan 
(CRRP) 2020-2030 to rebuild Dominica as 
the world’s first fully climate resilient 
nation. In line with CRRP targets, the 
government had begun to implement 
measures aimed at building-back-better 
following Hurricane Maria (September 
2017), including more robust public infra-
structure, improved housing, strengthen-
ing of health systems climate resilient ag-
riculture, geothermal power investment, 
and a fiscal consolidation of 6 percent of 
GDP over 6 years. This agenda, though 
challenging, was a clear step toward im-
proving fiscal, environmental, and social 
resilience in a high-risk environment. 
The COVID-19 shock to growth and 
public finances occurred when Dominica 
was still undertaking reconstruction, 
rehabilitation, and recovery efforts fol-
lowing damages caused by Hurricane 
Maria (226 percent of GDP), further ex-
acerbating fiscal and public debt chal-
lenges. The global recession, disruptions 
in international trade and travel, and 
local containment measures have nearly 

halted tourism and adversely affected do-
mestic production. The precise poverty 
and welfare impact of the current challeng-
ing economic and social conditions remain 
unclear, though there is a reasonable ex-
pectation that poverty levels have wors-
ened. The latest poverty data are from 
2008. With an estimated headcount rate of  
28.8 percent, data indicated a strong down-
ward trend in poverty rates at that time. 
However, Dominica’s vulnerability to cata-
strophic weather events was evident in the 
period since then. Estimates indicate that 
poverty increased to 43 percent after Hur-
ricane Maria in 2017. Economic recovery in 
2018 and 2019 may subsequently have 
lowered poverty, but COVID-19 has likely 
reversed these recent gains. 
 
 

Recent developments 
 
GDP is estimated to have contracted by 
10.0 percent in 2020. COVID-19 has im-
pacted growth through several channels, 
including: the near complete stop in 
tourism; COVID-related restrictions on 
domestic activities; lower foreign direct 
investment (FDI); and falling Citizenship
-by-Investment (CBI) revenues. Expecta-
tions are that poverty indicators have 
worsened as household income from 
tourism-related occupations has fallen 
significantly and households indirectly 
dependent on tourism have also been 
affected. Women are expected to have 
been especially affected, due to their 
high participation in the services and 
informal sectors. Dominica was effective 

DOMINICA 

Dominica’s economy contracted by 10 

percent in 2020 following COVID-

induced shocks and the sudden stop in 

tourism. Poverty is expected to have in-

creased due to this decline in economic 

activity. Fiscal pressures remain acute, 

highlighting the need for fiscal consolida-

tion and increased fiscal resilience. Risk of 

debt distress remains high. As the pan-

demic subsides, medium-term growth 

prospects appear favorable as Dominica 

begins its transition to a more climate- 

and disaster-resilient economy. 

FIGURE 1  Dominica / Real GDP and fiscal balance FIGURE 2  Dominica / Public debt 

Sources: Government of Dominica (2020), World Bank staff estimates. Sources: World Bank staff estimates. 

Table 1 2020

Population, million 0.1

GDP, current US$ billion 0.5

GDP per capita, current US$ 6936.9

School enro llment, primary (% gross)
a 1 00.4

Life expectancy at birth, years
a 76.6

(a) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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in controlling COVID-19 transmission and 
has so far experienced relatively few cases 
and no deaths. The government distribut-
ed transfers under a variety of social pro-
tection and business continuation pro-
grams, particularly targeting people who 
had lost income because of the pandemic, 
the poor, and the elderly. Agriculture has 
also rebounded to a considerable degree 
post-Hurricane Maria and government 
stimulus programs have focused on local 
community economic activities. However, 
these measures are unlikely to have fully 
offset the impacts on poverty. 
Fiscal and debt metrics have deteriorated 
with an overall fiscal deficit of 10.2 per-
cent of GDP in FY2020 (July 2019-June 
2020) following decreased revenues, in-
creased COVID-related expenditures, and 
lower CBI revenues. Pre-COVID-19, the 
FY2020 fiscal deficit had been projected at 
3.8 percent of GDP, which represents a 6.4 
percent of GDP deterioration in the fiscal 
account resulting from the pandemic. A 
fiscal deficit of 5.0 percent of GDP is pro-
jected in FY2021. Tax revenue projections 
remain muted given the global recession 
and ongoing tourism constraints, though 
budget expenditures are expected to fall 
modestly going forward as COVID-19 
support programs wind down. Public 
debt levels increased from 78.8 percent of 
GDP in 2019 to 88.1 percent in 2020, and 

are expected to peak at 98.3 percent in 
2022, declining thereafter. Pre-COVID-19 
debt levels had been forecast to peak at 80 
percent of GDP in 2020 following post-
Hurricane Maria reconstruction.   
 
 

Outlook 
 
Growth in 2021 remains uncertain and 
dependent on pandemic developments. 
The 2021 peak tourism season is consid-
ered lost; as such, 2021 growth projec-
tions are estimated to be in the range of 
1.0 percent. Post-COVID-19 efforts to 
boost climate resilience, including in-
vestments in energy infrastructure, port 
and airport modernization, and agricul-
tural productivity should contribute to 
increased growth prospects over the 
medium term. Fewer losses and damag-
es post-disaster, and a more climate- and 
disaster-resilient economy over the long 
term are also seen as growth-enhancing. 
Success in transitioning to a more cli-
mate-resilient economy and will depend 
on necessary domestic fiscal consolida-
tion as well as donor support. Inflation-
ary pressures are expected to remain low 
and stable, and external imbalances, re-
main well-managed by the Eastern Car-
ibbean Central Bank. Considering that 

macro-economic instability, natural disas-
ters, and inflation are considered to be key 
drivers of poverty in Dominica, increased 
growth, reduced post-disaster losses, and 
low inflation are all expected to contribute 
to a reduction in poverty rates in the me-
dium term. There is an urgent need for 
improved poverty data. 
There continue to be risks emanating from 
the COVID-19 pandemic and from poten-
tial  natural disasters. Risks also include 
public financing uncertainties, possible 
financial sector instability, the loss of 
physical capital, rising public debt vulner-
abilities, and transitory increases in pov-
erty. A struggling economy will exert fur-
ther strain on a very difficult fiscal posi-
tion and perhaps aggravate financial in-
stability from previously weakened bank 
balance sheets post-hurricane. These pres-
sures will occur in an environment where 
transition to a fully climate-resilient econ-
omy requires additional efforts to 
strengthen fiscal consolidation. 
Post-pandemic, the government’s chal-
lenge will be to shift focus from the cur-
rent emphasis on recovery and recon-
struction to building ex-ante resilience 
based on fiscal buffers, climate resilient 
investment, and expanded insurance pro-
tection, both public and private. Manag-
ing these risks will be challenging given 
capacity constraints. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market pricesa 2.3 3.6 -10.0 1.0 3.0 2.5

Real GDP growth, at constant factor pricesa -4.4 5.5 -10.0 1.0 3.0 2.5

Agriculture -27.4 14.9 6.5 2.5 1.1 -4.2

Industry 33.1 3.7 -16.8 2.9 1.7 3.3

Services -7.6 4.7 -10.5 0.3 3.6 3.4

Inflation (Consumer Price Index) 1.0 1.5 -0.3 1.7 1.3 1.6

Current Account Balance (% of GDP) -43.5 -27.9 -30.4 -24.8 -20.1 -13.5

Fiscal Balance (% of GDP)b -19.3 -9.8 -10.2 -5.0 -3.7 -1.5

Debt (% of GDP)b 76.9 78.8 88.1 95.6 98.3 97.7

Primary Balance (% of GDP)b -17.2 -8.7 -7.9 -3.6 -2.2 0.1

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.

Notes: e =  estimate, f = forecast.
NA
(a) Growth pro jections for 2021-23 remain sensitive to uncertainties surrounding the timing of the vaccine ro ll-out and the recovery in tourism.

(b) Fiscal balances are reported in fiscal years (July 1st -June 30th).
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Table 1 2020

Population, million 1 0.4

GDP, current US$ billion 79.4

GDP per capita, current US$ 7598.1

International poverty rate ($1.9)
a 0.6

Lower middle-income poverty rate ($3.2)
a 2.7

Upper middle-income poverty rate ($5.5)
a 1 2.4

Gini index
a 41 .9

School enro llment, primary (% gross)
b 1 1 2.2

Life expectancy at birth, years
b 73.9

(a) M ost recent value (2019), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 

 
Sustained, long-term growth reduced 
poverty levels but created limited formal 
sector employment opportunities. Growth 
averaged 4.9 percent during the 20 years 
leading up to 2019, while poverty levels 
dropped steadily since 2005 to reach 21 
percent in 2019. Labor reallocation from 
inefficient to more efficient sectors contrib-
uted little to productivity growth. More 
than half of the workforce is employed in 
the informal sector.  
Prior to the start of the pandemic, the 
country’s macroeconomic developments 
were broadly sustainable. Banking super-
vision was strengthened following the 
2003 financial crisis and an inflation target-
ing regime was gradually adopted. During 
2015-20, the current-account deficit was 
less than 2 percent of GDP and fully fi-
nanced by foreign direct investment. Lead-
ing up to the COVID-19 pandemic, the 
share of public debt and interest payments 
in GDP increased steadily but remained 
sustainable. The country’s fiscal revenues 
are among the lowest in the region, and 
fiscal risks increased as government con-
tingent liabilities of SOEs and PPPs 
reached 1.5 percent of GDP in 2020.  
COVID-19 has a major but potentially 
transitory impact on economic growth 
and poverty reduction. The pandemic 
triggered a 6.7 percent contraction of GDP 
in 2020. Despite a fall in tourism receipts, 
the current-account deficit deteriorated 

only modestly following higher gold ex-
ports and remittances as well as lower 
imports. The poverty rate increased by 2.4 
percentage points to 23.4 percent, which 
represents about 250,000 new poor, affect-
ing women and urban population dispro-
portionally. The East region experienced 
the highest poverty impact given its heavy 
reliance on tourism. According to Govern-
ment statistics, poverty would have 
reached 29 percent in the absence of an 
expansion of social protection programs. 
A fiscal impulse, combined a monetary 
expansion, boosted demand and allowed 
for a rapid recovery. 
 
 

Recent developments 
 
Prospects for economic recovery have 
strengthened, driven by domestic and 
foreign demand. Year-on-year growth 
improved from -28.9 percent in April 2020 
to -1 percent in December 2020. Foreign 
arrivals recovered from close to zero in 
2020Q2 to almost 40 percent of December 
2019 levels at  year end, but decelerated 
again in January 2021, and remittances 
increased by 30 percent year-on-year in 
the second half of 2020. Merchandise ex-
ports were during 2020H2 just 4 percent 
below the 2019H2 levels. The 2020Q4 US 
dollar current account balance was un-
changed year-on-year as lower services 
exports were fully offset (figure 1). As the 
economy recovered, the fiscal and mone-
tary impulse tapered off during 2020H2.   
Monetary and financial markets have sta-
bilized, although inflation picked up in 

DOMINICAN 
REPUBLIC 

FIGURE 1  Dominican Republic / External account balance, 
selected items, 2019Q1=100 

FIGURE 2  Dominican Republic / Actual and projected  
poverty rates and real GDP per capita 

Source: Central Bank of the Dominican Republic.  Source: World Bank. Notes: see Table 2. 

Following an economic contraction of 6.7 

percent in 2020, the economy is starting 

to recover. While GDP growth is project-

ed to reach 5.5 percent in 2021, a 2.9 per-

cent output gap remains, projected to 

close in 2023/24. Despite an increase in 

social expenditures to mitigate the impact 

of the pandemic, poverty increased by an 

estimated 2.4 percentage points to 23.4 

percent in 2020. The implementation of 

recovery policies offers an opportunity to 

address long-standing structural chal-

lenges such as formal sector job creation.  
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late-2020. Following rapid growth during 
March–August 2020, credit to the private 
sector stabilized, despite a reduction in the 
policy rate from 3.5 to 3.0 percent in Au-
gust. Following an 8 percent currency de-
preciation to US dollar in 2020Q2, the cen-
tral bank announced foreign exchange 
interventions worth US$3.5 billion in July 
2020 and the exchange rate stabilized. 
Even so, gross international reserves in-
creased to US$12.4 billion after a successful 
bond sale of US$2.5 billion in January 2021. 
At end-February 2021, inflation reached 7.1 
percent, outside the central bank’s target of 
3-5 percent, and the core inflation rate is 
estimated at 5.4 percent. Food prices in-
creased by 9.0 percent, year-on-year which 
especially affected the poor. 
However, employment remains below 
the pre-crisis level, and there was an in-
crease in informal employment in 
2020Q3. While the labor participation 
rate recovered by 3 percentage points to 
59.7 percent in 2020Q3, it remains more 
than 5 percentage points below the pre-
crisis level. In 2020Q3, formal-sector jobs 
continued to decline while informal jobs 
were recovering. Sales by smaller firms—
mostly in the retail sector—are recovering 
faster than in larger firms. The deteriora-
tion of labor markets reduced household 

income, increasing poverty and vulnera-
bility, affecting women and urban popu-
lation disproportionally. Continued social 
programs through April 2021 will limit 
the impact on poverty though.  
 
 

Outlook 
 
Economic growth is projected to recover 
to 5.5 percent in 2021, before transitioning 
to a more modest but sustainable level in 
the medium term. Merchandise exports 
are projected to continue growing, re-
sponding to U.S. demand and near-
shoring of production. In 2022-23, con-
sumption is projected to pick up, and the 
output gap is to close in 2023/24. The 
strength of the economy is projected to 
reduce poverty defined as living under 
the US$5.5/day (PPP 2011) by at least 1 
percentage point in 2021 (Table 2), allow-
ing the authorities to phase out COVID-19 
social protection payments. Rapid growth 
in 2021 will stabilize the debt-to-GDP ra-
tio. The exchange rate strengthened by 0.4 
percent in January–February but inflation 
puts a floor on future monetary stimulus.   
Policy buffers are adequate to mitigate a 
resurgence in COVID-19, turbulence in 

international financial markets, or a natu-
ral disaster. International reserves cover 
6.9 months of projected 2021 imports 
GNFS, and the country continues to have 
access to international bond markets. Ac-
cumulated reserves, combined with the 
inflation targeting regime and control over 
fiscal spending, provide policy options to 
address macroeconomic shocks. Still, bal-
ancing domestic and foreign demand re-
mains a challenge and government bonds 
are being used to finance a countercyclical 
fiscal stance. These issuances are also part 
of a medium-term debt strategy aiming at 
building a smooth yield curve and bench-
marks to facilitate private sector access 
once the economy start to recover.   
Focusing fiscal and regulatory policies on 
increasing competition and creating formal-
sector jobs remains a medium-term chal-
lenge. The recovery from the COVID-19 
crisis offers an opportunity to reform tax 
and regulatory policies to level the playing 
field between large and small companies, 
increase investment and consumption, and 
address environmental challenges. The au-
thorities’ commitment to greater transpar-
ency and predictability in fiscal policy 
through a “fiscal pact” that would aim to 
reduce the debt-to-GDP ratio may boost 
public confidence and reduce bond spreads.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 7.0 5.1 -6.7 5.5 4.8 4.8

Private Consumption 5.7 4.6 -1.6 5.3 5.1 4.8

Government Consumption 2.8 6.3 5.1 0.6 2.3 1.5

Gross Fixed Capital Investment 13.3 8.1 -11.9 8.4 7.1 6.5

Exports, Goods and Services 6.1 1.5 -25.2 8.0 7.0 6.8

Imports, Goods and Services 8.5 5.8 -8.5 8.0 8.1 7.0

Real GDP growth, at constant factor prices 6.1 4.8 -6.9 5.5 4.8 4.7

Agriculture 5.5 4.1 3.2 2.8 3.0 3.1

Industry 7.9 5.9 -7.3 5.4 4.5 4.3

Services 5.1 4.3 -8.6 6.2 5.4 5.4

Inflation (Consumer Price Index) 3.6 1.8 3.8 4.9 4.2 3.6

Current Account Balance (% of GDP) -1.4 -1.4 -1.8 -2.1 -2.8 -3.0

Net Foreign Direct Investment (% of GDP) 3.0 3.4 3.2 3.3 3.3 3.4

Fiscal Balance (% of GDP)a -2.6 -2.5 -7.7 -4.6 -2.6 -2.1

Debt (% of GDP)a 37.6 40.4 56.7 56.7 54.5 52.2

Primary Balance (% of GDP)a 0.0 0.3 -4.1 -1.3 0.7 1.0

International poverty rate ($1.9 in 2011 PPP)b,c 0.4 0.6 0.7 0.7 0.5 0.4

Lower middle-income poverty rate ($3.2 in 2011 PPP)b,c 2.6 2.7 3.0 2.7 2.4 2.2

Upper middle-income poverty rate ($5.5 in 2011 PPP)b,c 13.9 12.4 13.8 12.8 11.7 10.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Fiscal indicators are shown for the non-financial public sector (i.e. excluding central bank's quasi-fiscal balances and debt).

(b) Calculations based on SEDLAC harmonization, using 2019-ECNFT-Q03.Actual data: 2019. Nowcast: 2020. Forecast are from 2021 to 2023.

(c) Projection using neutral distribution (2019)  with pass-through = 1  based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 1 7.6

GDP, current US$ billion 1 02.6

GDP per capita, current US$ 581 2.8

International poverty rate ($1.9)
a 3.6

Lower middle-income poverty rate ($3.2)
a 9.8

Upper middle-income poverty rate ($5.5)
a 25.4

Gini index
a 45.7

School enro llment, primary (% gross)
b 1 03.3

Life expectancy at birth, years
b 76.8

(a) M ost recent value (2019), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
After the commodity boom, Ecuador had 
to start rebalancing its economy, to ce-
ment confidence in dollarization and pave 
the way for sustained and equitable 
growth. With a fully dollarized economy 
and no macroeconomic buffers, the bulk 
of the adjustment fell on the fiscal front. 
This process was eventually supported by 
a medium-term IMF program designed to 
boost competitiveness and job creation, 
secure fiscal sustainability, strengthen the 
institutional foundations of dollarization, 
protect the poor and vulnerable, and im-
prove transparency. 
However, with limited policy room, Ecua-
dor struggled to deal with the pandemic, 
which pushed the economy into a deep 
recession and increased poverty by an 
estimated 1.4 million. The crisis also deep-
ened existing inequality of opportunities 
by curtaining access to education and re-
ducing job opportunities for women, 
youth, low-skill workers, and migrants. In 
this context, Ecuador renegotiated debt 
with international bondholders and Chi-
na. It also set a new medium-term pro-
gram with the IMF to protect lives and 
livelihoods, expand the coverage of social 
assistance, ensure fiscal sustainability, and 
strengthen domestic institutions. 
The ongoing presidential election cycle 
creates an opportunity to reevaluate recov-
ery priorities and set Ecuador onto a green, 
resilient, and inclusive development path. 

With limited policy room to deploy a 
stimulus package, the recovery requires 
accelerated vaccine rollout and sustained 
confidence in macroeconomic manage-
ment. The new government also needs to 
prioritize policies to tackle long-lasting 
structural challenges. After many years of 
capital expenditure compression, fiscal 
sustainability requires reforms to mobi-
lize fiscal revenues and rationalize cur-
rent expenditure. Improving expenditure 
quality would also help create budgetary 
room to support vulnerable people, con-
tinue improving poor people's access to 
quality services and, consequently, recov-
er pre-COVID-19 access to opportunities. 
Finally, to prevent fiscal consolidation 
from depressing long-term growth, Ecua-
dor also needs to foster private invest-
ment to promote employment, diversity, 
and productivity gains.  
 
 

Recent developments 
 
The economy shrank by 6.8 percent in 2020 
as the government had limited policy room 
to cushion the effect of lockdown measures 
and mounting uncertainty. Additionally, 
oil production was disrupted in April and 
May after two landslides damaged the 
main crude pipelines. Thanks to eased mo-
bility restrictions, most sectors showed 
stronger than expected recovery by the end 
of the year. Despite recent improvements, 
unemployment and underemployment 
remained well above pre-pandemic levels 
by the end of 2020, particularly among 
women, youth, and low-skilled workers. 

ECUADOR 

After a pandemic-driven recession, the 

economy is expected to start a tame re-

covery in 2021 on the back of eased mo-

bility restrictions. With no macroeco-

nomic buffers and limited access to exter-

nal financing, the new government is not 

expected to deploy a stimulus package to 

underpin the recovery. Therefore, to 

maintain confidence, set a solid ground 

for recovery, and stabilize public debt 

ratios, additional structural reforms will 

be needed, including improving fiscal 

policy efficiency and progressivity, and 

catalyzing private investment.  

FIGURE 1  Ecuador / Fiscal balance and public debt FIGURE 2  Ecuador / Actual and projected poverty rates and 

real GDP per capita 

Sources: Central Bank of Ecuador and staff's estimates. Sources: World Bank. Notes: see Table 2. 
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Additionally, economic contraction eroded 
self-employed earnings, mainly in retail, 
tourism, and restaurants. 
Lower hydrocarbon and tax revenues, 
combined with emergency expenditures, 
widened the fiscal deficit. In the absence 
of fiscal buffers, this deficit forced the au-
thorities to cut non-emergency expendi-
ture and renegotiate debt with interna-
tional bondholders and China. Financing 
from multilateral creditors contributed to 
meeting financing needs and reduced ar-
rears by the end of the year.   
Despite low oil exports and remittances, 
the current account balance turned into a 
sizable surplus owing to falling imports 
and growing non-oil exports, including 
nascent mining exports. The current ac-
count also benefited from low factor pay-
ment abroad, including lower interest 
payments after the debt restructuring. 
With significant financing to the public 
sector, the current account surplus in-
creased international reserves to their 
highest levels since the economy was dol-
larized in 2000. 
The current account surplus and external 
financing to the public sector translated 
into higher deposits that contributed to 
expanding domestic credit, partially cush-
ioning the pandemic's effect.  

Poverty increased from 25.4 to an esti-
mated 33.3 percent between 2019 and 
2020 as the pandemic-driven recession 
eroded households' labor earnings. Alt-
hough the government tried to support a 
larger number of households through 
existing and new social protection pro-
grams, this effort only partially offset the 
recession effects.  
 
 

Outlook 
 
The economy is expected to start recover-
ing in 2021 due to greater mobility and oil 
output recovery. However, the recovery 
could be dampened by a slow vaccination 
rollout, the lack of policy room for a fiscal 
stimulus, and uncertainty about the next 
government's development strategy. 
Moreover, the fragmentation of the recent-
ly elected National Assembly could ob-
struct some reforms.      
The fiscal deficit is projected to drop to 2.5 
percent of GDP in 2021 on the back of 
recovering tax and hydrocarbon revenues 
and lower interest payments. After that, 
with limited access to international capital 
markets, the new government will likely 
need to continue fiscal consolidation until 

reaching a surplus by the end of the pro-
jection period, reducing the public debt 
from a peak of 66 percent in 2021 to 61 
percent in 2023. Failing to do so could 
force the government to tap alternative 
financing sources with the risk of adverse 
effects on the economy, such as accumula-
tion of domestic arrears, Central Bank 
financing, or costly external financing. 
Although exports will be favored by re-
covering external demand and higher oil 
prices, recovering imports will gradually 
reduce the current account surpluses over 
the projection period. However, with low 
foreign investment and modest external 
financing to the public sector, the current 
account surpluses will stabilize the inter-
national reserves. 
Poverty is expected to decrease to 28.3 
percent in 2023 as the slow recovery will 
reduce unemployment and increase self-
employed earnings. However, poverty 
and inequality reduction will be con-
strained by the pandemic's long-term 
effects on businesses and people, such as 
decapitalization of small firms, and loss in 
human capital as consequence of in-
creased in food insecurity and limited 
access to distance learning. Thus, the re-
covery is likely to be slow and social ex-
clusion is likely to increase. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 1.3 0.0 -6.8 3.4 1.4 1.8

Private Consumption 2.1 0.3 -5.9 3.5 1.2 1.7

Government Consumption 3.5 -2.0 -6.7 2.4 -0.3 0.5

Gross Fixed Capital Investment 2.0 -3.3 -8.5 11.1 2.0 1.5

Exports, Goods and Services 1.2 3.6 -4.4 1.9 2.4 2.6

Imports, Goods and Services 4.4 0.3 -9.4 8.1 1.6 1.4

Real GDP growth, at constant factor prices 1.2 0.3 -6.8 3.4 1.4 1.8

Agriculture 0.1 1.6 1.0 2.8 2.8 2.8

Industry -1.0 0.2 -7.3 3.5 1.3 1.4

Services 2.7 0.1 -7.8 3.4 1.3 1.9

Inflation (Consumer Price Index) -0.2 0.3 -0.3 0.0 1.3 1.3

Current Account Balance (% of GDP) -1.2 -0.1 2.8 2.0 1.6 1.4

Net Foreign Direct Investment (% of GDP) 1.3 0.9 1.2 0.6 0.8 0.8

Fiscal Balance (% of GDP) -3.2 -3.1 -6.5 -2.5 0.1 1.6

Debt (% of GDP) 46.1 51.5 64.9 65.8 64.2 61.0

Primary Balance (% of GDP) -0.7 -0.5 -3.6 -0.3 2.2 3.6

International poverty rate ($1.9 in 2011 PPP)a,b 3.3 3.6 5.8 5.1 5.1 5.0

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 9.7 9.8 15.0 12.4 12.4 11.9

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 24.2 25.4 33.3 29.2 29.7 28.3

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on SEDLAC harmonization, using 2019-ENEM DU.Actual data: 2019. Nowcast: 2020. Forecast are from 2021 to 2023.

(b) Projection using microsimulation.
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Table 1 2020

Population, million 6.5

GDP, current US$ billion 25.0

GDP per capita, current US$ 3854.5

International poverty rate ($1.9)
a 1 .3

Lower middle-income poverty rate ($3.2)
a 5.7

Upper middle-income poverty rate ($5.5)
a 22.3

Gini index
a 38.8

School enro llment, primary (% gross)
b 94.8

Life expectancy at birth, years
b 73.1

(a) M ost recent value (2019), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
El Salvador grew at a slow but steady 
pace – 2.4 percent –  from 2015 to 
2019. Declining productivity, which has 
contracted by 0.6 percent a year on aver-
age since 2000, was the main reason be-
hind low growth. Poverty and inequality 
have been declining despite the slow 
growth. Poverty ($5.50 a day) declined 
from 32.6 percent in 2015 to 22.3 percent 
in 2019. Labor income, particularly labor 
earning, has been the main driver behind 
poverty reduction. Inequality measured 
by the Gini Index reached 0.388 percent in 
2019, the lowest level in Latin America 
and the Caribbean (LAC). Moreover, the 
country has the highest rate of vulnerabil-
ity in LAC with 48.2 percent of house-
holds vulnerable to poverty (daily income 
between 5.5 USD and 13 USD) in 2019. 
The country succeeded in containing the 
impact of the first waves of the COVID-19 
pandemic, but cases accelerated towards 
the end of 2020. Vaccination is at an early 
stage but should be deployed more widely 
in mid-2021. The pandemic has increased 
poverty by an estimated 4.5 percentage 
points and shrank GDP in 2020. Unlike  
other crises, remittances increased by 4.8 
percent in 2020, boosted by the reopening 
of the US economy, and government trans-
fers to Salvadorean households in US. 
El Salvador entered the pandemic with a 
fragile fiscal situation – the largest debt 
(73.3 percent of GDP) and the third largest 

budget deficit (-3.0 percent of GDP) in 
Central America. The fiscal response to 
the COVID-19 crisis was the most gener-
ous in LAC (15.5 percent of GDP) and 
financed mostly by debt, but not neces-
sarily well targeted, and therefore, with 
relatively limited poverty impact. 
The greatest medium-term challenges El 
Salvador face are to meet its gross financ-
ing needs, put its finances back on a fiscal-
ly sustainable path; and  mitigate social 
and poverty impacts of the COVID-19 
pandemic in a tight fiscal environment.   
 
 

Recent developments 
 
The COVID-19 crisis reduced GDP by an 
estimated 8.6 percent in 2020 with con-
struction and services taking the biggest 
hit. Reduced economic activity, lower com-
modity prices and resilient remittances 
lowered the current account deficit from 
2.1 percent of GDP in 2019 to 1.4 in 2020.  
The approved 2021 budget failed to shift 
fiscal policy in the right direction, as the 
approved overall deficit is around five 
percent of GDP. It includes wage increases 
for teachers, police and health workers, 
and a 46 percent increase in the minimum 
pension, fueling pension system imbalanc-
es. In addition, it is unclear how the ar-
rears built in 2020 will be cleared, includ-
ing transfers to municipalities and VAT 
refunds. Once the new parliament is seat-
ed, the government is likely to propose a 
budget amendment, aiming at reducing 
refinancing risks and start a fiscal consoli-
dation process. 

EL SALVADOR 

El Salvador succeeded in containing the 

worst effects of the COVID-19 crisis, 

but at high macroeconomic and fiscal 

cost, due to fiscal vulnerabilities ac-

crued before the crisis and the generosi-

ty of the government fiscal response, 

which was mostly financed by debt. A 

large fiscal consolidation is required and 

the challenge will be to manage it, while 

also fostering economic recovery and 

mitigating the continued social and 

poverty impact of COVID-19 pandemic.  

FIGURE 1  El Salvador / Growth in remittances to El Salvador 

and hispanic unemployment rate in the United States 

FIGURE 2  El Salvador / Actual and projected poverty rates 

and real GDP per capita 

Sources: Banco Central de Reserva de El Salvador, Bureau of Labor Statistics.  Sources: World Bank. Notes: see Table 2. 
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The COVID-19 crisis has brought substan-
tial employment losses in El Salvador, but 
some recovery has been observed recent-
ly. About 16 percent of adults reported 
losing their employment since the begin-
ning of the crisis in May 2020, compared 
to only 11.3 percent in October 2020. Job 
losses are concentrated in the service sec-
tor and among low-skilled individuals. 
Job recovery has been uneven, with men 
regaining employment faster than women. 
Remittances are not likely  to compensate 
for income losses at the bottom, as only 
eight percent of the poor received re-
mittances in 2018.   
The COVID-19 crisis is estimated to have 
pushed between 0.25 and 0.5 million ad-
ditional people into poverty in 
2020.  Simulations show that poverty 
(using the $5.5 poverty line) is expected 
to increase up to 4.5 percentage points, 
but reduced to 2.8 percentage points after 
government mitigation measures are 
considered. The most affected are ex-
pected to be informal and self-employed 
workers, mostly concentrated in services. 

Inequality is  expected to increase (from a 
0.388 Gini in 2019 to a 0.39 in 2020 with-
out government measures). 
 
 

Outlook 
 
El Salvador’s economy is expected to 
grow around four percent in 2021, helped 
by a base effect, vaccination campaign, 
and fewer mobility restrictions. The re-
bound in the US economy, together with a 
new round of fiscal stimulus in the US, is 
expected to support an increase in Salva-
doran exports and remittances, which in 
turn is projected to underpin an increase 
in private consumption. Growth will then 
converge to its long-term rate of around 
2.5 percent, while the current account defi-
cit will increase, reflecting higher growth 
through higher imports and higher com-
modity prices. Inflation will remain con-
trolled around 1 percent a year. Given the 
growth rebound, poverty in 2021 is ex-
pected to fall, but at a slower rate. 

The fiscal deficit is expected to come 
down in 2021 as extraordinary expendi-
tures triggered by the COVID-19 crisis 
will be phased out. However, without a 
fiscal policy correction, spending levels 
will steadily increase driven by automat-
ic wage increases (escalafón) and higher 
debt service, while revenues are ex-
pected to remain stable around 20 per-
cent of GDP. In this scenario,  the fiscal 
deficit and debt ratio are expected to 
increase again starting in 2022, threaten-
ing fiscal sustainability. 
The result of the recent legislative and 
municipal elections, in which govern-
ment-aligned parties gained seats, 
might pave the way for fiscal consolida-
tion and growth reforms and an eventu-
al IMF program to anchor them. The 
main medium-term risks are a faltering 
commitment to fiscal consolidation, 
securing enough  resources from mar-
kets and multilateral organizations to 
meet gross financing needs, and inabil-
ity to stage economic recovery and pov-
erty reduction. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 2.4 2.4 -8.6 4.1 3.1 2.4

Private Consumption 3.1 2.6 -8.0 6.2 2.8 2.7

Government Consumption 0.2 -0.2 6.0 1.8 2.4 3.7

Gross Fixed Capital Investment 6.7 9.6 -19.2 2.4 9.4 2.1

Exports, Goods and Services 2.2 6.5 -18.3 6.6 4.2 3.1

Imports, Goods and Services 5.5 3.8 -10.2 7.8 5.0 3.4

Real GDP growth, at constant factor prices 2.3 2.6 -8.6 4.1 3.1 2.4

Agriculture -3.3 3.0 -2.0 3.0 2.1 2.1

Industry 2.9 4.0 -9.0 4.0 3.2 2.3

Services 2.6 2.0 -9.1 4.3 3.2 2.5

Inflation (Consumer Price Index) 1.1 0.1 0.1 0.6 1.1 1.1

Current Account Balance (% of GDP) -4.7 -2.1 -1.4 -2.1 -2.7 -3.1

Net Foreign Direct Investment (% of GDP) 3.2 2.4 0.6 2.2 2.4 2.6

Fiscal Balance (% of GDP)a -2.6 -3.0 -9.1 -5.7 -6.3 -7.4

Debt (% of GDP)b 72.7 73.3 88.3 89.1 91.1 94.8

Primary Balance (% of GDP)a 1.0 0.7 -4.8 -1.7 -1.8 -2.3

International poverty rate ($1.9 in 2011 PPP)c,d 1.5 1.3 1.7 1.5 1.4 1.3

Lower middle-income poverty rate ($3.2 in 2011 PPP)c,d 8.0 5.7 7.6 6.8 6.4 6.0

Upper middle-income poverty rate ($5.5 in 2011 PPP)c,d 26.3 22.3 26.9 25.2 23.8 23.0

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Fiscal and Primary Balance correspond to the non-financial public sector.

(b) Debt is to tal public debt.

(c) Calculations based on SEDLAC harmonization, using 2019-EHPM .Actual data: 2019. Nowcast: 2019-2020. Forecast are from 2021 to 2023.

(d) Projection using neutral distribution (2019)  with pass-through = 1  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Preceding the pandemic, a sustained de-
mand for tourism and strong economic 
reforms in Grenada drove average real out-
put growth of 4.3 percent annually between 
2013 and 2019, higher than the average of 
2.8 percent for countries in the Organization 
of Eastern Caribbean States.  Prudent fiscal 
management anchored by the Fiscal Re-
sponsibility Law (FRL) and strategic debt 
restructuring resulted in a decline in the 
public debt stock from 108.1 percent of GDP 
to 59.4 percent in the same period.  
Even though the virus' spread was broadly 
contained in Grenada by February 2021, the 
pandemic hit Grenada hard economically 
and socially. Tourism in Grenada fell sharp-
ly in 2020, following the almost complete 
halt of international travel.  As a result, 
GDP is expected to contract for the first time 
in eight years, and unemployment will rise 
with a decreasing labor force participation 
rate. Unemployment among the youth is 
twice as high relative to the overall working
-age population. With a high share of the 
young population depending on the tour-
ism sector, this segment of the population 
will likely receive a hard hit. Loss of reve-
nues and increases in public spending to 
mitigate the crisis' negative impacts have 
reversed the debt trajectory that had been 
declining pre-pandemic.   
Risks remain substantial, associated most-
ly with the pandemic's uncertainty and 
severity, but also with challenges from 

institutional capacity constraints and Gre-
nada's vulnerability to extreme weather 
events. The exposure to risks is especially 
high among the poorest and most vulner-
able. Unemployment remained above 15 
percent before the pandemic despite years 
of positive growth, restraining the poten-
tial for poverty reduction. Targeted short-
term fiscal measures are necessary to con-
tain temporary poverty increases that 
could otherwise result in long-term eco-
nomic and social consequences. It is equal-
ly crucial for the government to return to 
the FRL targets once the pandemic abates 
and continue structural reforms to build 
resilience over the long term.  
 
  

Recent developments 
 
Real GDP contracted by an estimated 12.6 
percent in 2020, almost doubling the reces-
sion following the Global Financial Crisis. 
Tourism, which accounts for about 40.5 
percent of GDP, is expected to shrink by 
around 65 percent and drive the contrac-
tion in economic activities. The private 
education sector, which contributed to 
about 20 percent of GDP, is relatively 
more resilient. However, online learning 
of international students (more than 7000 
in total) outside of the island has led to 
further domestic demand losses.  
The primary surplus is estimated to have 
narrowed to 2.3 percent of GDP in 2020, 
compared with an average of 6.1 percent 
between 2016-19. Total expenditure in-
creased by 4.5 percent of GDP largely from 
COVID-related expenditures, including 

GRENADA 

The COVID-19 pandemic hit Grenada 

hard both socially and economically. The 

halt in tourism led to a massive econom-

ic contraction and a surge in public 

debt. Despite the government's support 

measures to the most affected, the pov-

erty rate is expected to have increased 

significantly. With tourism resuming 

gradually over the medium term, the 

economy is expected to recover. Howev-

er, risks to the outlook remain high de-

pending on the pandemic's evolution 

and international travel restrictions. 

FIGURE 1  Grenada / The evolution of main macro variables  FIGURE 2  Grenada / Unemployment rate 

Sources: IMF; World Bank staff estimates; ECCB. Sources: Labor Force Survey 2013-2020, Central Statistical Office. 

Table 1 2020

Population, million 0.1

GDP, current US$ billion 1 .1

GDP per capita, current US$ 951 3.7

School enro llment, primary (% gross)
a 1 06.9

Life expectancy at birth, years
a 72.4

(a) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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support to households given the fall in 
labor incomes. Lower tax collections on 
goods & services and international trade 
resulted in a decline in tax revenues by 
around 18 percent year-on-year. General 
government debt rose by 10 percent of 
GDP to 70.6 percent in 2020.  
The current account deficit is estimated to 
have risen to 25.2 percent of GDP in 2020, 
from 15.9 percent in 2019. This reflected 
the sharp decline in tourism receipts and 
commodity exports due to interruptions 
in international transportation. Neverthe-
less, the slowdown in domestic economic 
activities also dampened the demand for 
imports, mitigating the growing external 
imbalance. After an initial sharp decline, 
remittances are expected to have rebound-
ed in the second half of the year. Anecdo-
tal information indicated that FDI re-
mained solid, despite the temporary inter-
ruption of construction projects in the first 
half of 2020. The rest of the external fi-
nancing needs were financed mostly by 
international development partners.  

 

Outlook 
 
In 2021, GDP is projected to recover mod-
estly at 3.5 percent, given the assumed 
gradual resumption of international travel 
in 2021, the expected return of internation-
al students, and a rebound in construction 
projects. However, uncertainty is high 
depending on travel restrictions and the 
distribution of vaccines globally.  
With the expected return to the FRL in 
2022, the debt level is projected to decline 
gradually to around 62 percent of GDP by 
2023, with a primary surplus averaging at 
4 percent of GDP over the medium term. 
However, the gross financing needs are 
expected to remain high in 2021. Given the 
severe impacts of the pandemic, the gov-
ernment's support measures are likely to 
continue in 2021. The ongoing discussions 
surrounding the deferral of the agreed 4 
percent public wage increase for 2021 may 
lead to additional savings. Public debt 

sustainability is threatened by the one-off 
increase in debt levels following the repur-
chase of the electricity company Grenlec at 
the end-2020.  
While the pandemic's direct health impact 
has been contained by February 2021, the 
shock to labor markets remains significant 
and the poverty rate is expected to in-
crease. With the income and payroll sup-
port program focusing on the formal sec-
tor, the policy may have limited impacts 
on the poorest groups. Individuals at the 
bottom of the distribution are expected to 
be significantly more affected by the crises, 
given their higher exposure to the shock 
and the lack of alternative income sources 
and limited access to insurance. The sever-
ity of the temporary shock may lead to 
long-term detrimental impacts on the poor 
households. Without adequate savings or 
insurance, poor households may be forced 
to make long-term decisions that are detri-
mental to their future welfare, such as sell-
ing productive assets, which will be hard 
to acquire or rebuild in the short term.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market pricesa 4.1 1.9 -12.6 3.5 5.0 4.9

Real GDP growth, at constant factor pricesa 3.5 2.4 -12.1 3.5 5.0 4.9

Agriculture 3.0 -4.8 -11.7 15.3 5.1 5.1

Industry 9.9 1.8 -14.2 10.9 4.0 4.0

Services 2.2 3.2 -11.6 0.9 5.3 5.2

Inflation (Consumer Price Index) 0.8 0.6 -0.8 1.2 1.7 1.5

Current Account Balance (% of GDP) -15.9 -15.9 -25.2 -23.6 -20.9 -13.9

Fiscal Balance (% of GDP)b 4.6 5.0 0.3 1.0 2.1 3.1

Debt (% of GDP) 64.4 59.4 70.6 71.1 68.2 61.7

Primary Balance (% of GDP)b 6.6 6.8 2.3 3.1 4.1 4.9

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Growth pro jections for 2021-23 remain sensitive to uncertainties surrounding the timing of the vaccine ro ll-out and the recovery in tourism.

(b) The estimates for the fiscal balance and primary balance for 2020 excluded the Grenlec-related payment.
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Table 1 2020

Population, million 1 6.9

GDP, current US$ billion 77.7

GDP per capita, current US$ 4606.2

International poverty rate ($1.9)
a 8.8

Lower middle-income poverty rate ($3.2)
a 24.4

Upper middle-income poverty rate ($5.5)
a 49.1

Gini index
a 48.3

School enro llment, primary (% gross)
b 1 01 .9

Life expectancy at birth, years
b 74.1

(a) M ost recent value (2014), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Guatemala has experienced a prolonged 
period of macroeconomic stability and ro-
bust growth, with real GDP growth averag-
ing 3.5 percent a year between 2010 and 
2019. The latest official poverty estimates 
correspond to 2014, but projections suggest 
that poverty levels continued declining 
through 2020. Prudent fiscal management 
and credible monetary policy propelled an 
expansion driven by private consumption 
and investment. However, very low reve-
nue mobilization effort has contributed to 
weak investment in social programs lead-
ing to very low human capital develop-
ment relative to the country’s income level. 
Moreover, weak total factor productivity 
and reliance on factor accumulation has 
resulted in lower growth potential.  
The COVID-19 pandemic and the result-
ing stringent containment measures had a 
significant economic impact and aggravat-
ed existing vulnerabilities. As the number 
of COVID-19 cases edged up in the initial 
months of 2021, the country faces poten-
tial sweeping lockdowns and more pro-
tracted travel restrictions, implying great-
er output losses. Developing a coherent 
vaccination plan will be key to securing a 
robust recovery. Moreover, too fast a pace 
of fiscal consolidation could slow growth 
over the medium term. 
Political instability, fueled by protests over 
corruption, and a fragmented political land-
scape have constrained the implementation 

of urgently needed reforms in investment-
friendly policies and social programs. 
Previous scandals and current elevated 
levels of corruption perception continue to 
strain the country’s economic potential.   
  
 

Recent developments 
 
The COVID-19 pandemic and subsequent 
containment measures had a negative im-
pact on economic activity in 2020. The ad-
ministration’s swift response to the crisis, 
including suspension of non-essential ac-
tivities, mass gatherings, and domestic 
travel, have resulted in an estimated real 
GDP contraction of 1.8 percent in 2020 
(which is milder than previously projected 
due to a more robust recovery in the fourth 
quarter). The industry and service sectors 
were most impacted by the closures. On 
the demand side, investment, private con-
sumption, and services exports were most 
affected. The current account balance fur-
ther improved to an estimated surplus of 
4.9 percent of GDP in 2020 as remittance 
inflows rebounded quickly from a tempo-
rary dip and the trade deficit shrank. 
Congress passed three fiscal packages to-
taling around 3.4 percent of GDP in 2020. 
Increased social spending on cash trans-
fers, school meals and food rations amelio-
rated the negative impacts of the economic 
crisis on vulnerable groups and hastened 
the recovery. Nevertheless, poverty rates 
are estimated to increase by 2 percentage 
points in 2020, representing about 350,000 
more people living under the USD 5.5 PPP 
poverty line. Coupled with lower revenue 

GUATEMALA 

The COVID-19 pandemic interrupted a 

prolonged period of robust growth driven 

by domestic demand. However, resilience 

in remittances and exports, and fiscal 

stimulus packages helped alleviate the 

impact of the pandemic. A vaccine rollout 

in the second half of 2021 will support the 

recovery, which could be partially offset 

by an expected fiscal consolidation.  Pov-

erty is expected to decline incrementally 

amid a gradual scaling back of COVID-

related social programs. 

FIGURE 1  Guatemala / Real GDP growth in Guatemala, U.S 

and remittances growth  

FIGURE 2  Guatemala / Actual and projected poverty rates 

and real GDP per capita 

Sources: Banco de Guatemala, World Bank, Continuous Consensus Forecasts.  Source: World Bank. Notes: see Table 2. 
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collected amid weaker economic activity, 
the fiscal deficit increased to an estimated 
4.9 percent of GDP in 2020. Consequently, 
debt levels have risen to an estimated 31.4 
percent of GDP in 2020. 
The Central Bank of Guatemala (CBG) 
responded promptly to ensure the stability 
of the quetzal and provided sufficient li-
quidity to the financial system. Uncertain-
ty linked to the COVID-19 crisis caused 
excessive forex volatility prompting au-
thorities to intervene in the market. To 
ensure greater liquidity availability, the 
CBG reduced the policy rate and allowed 
early redemption of time deposits, among 
other proactive policy measures. While 
inflation remained within the CBG’s target 
of 4 +/- 1 percent at 3.2 percent in 2020, it 
picked up in 2020Q4 to 5.2 percent year-on
-year, driven by food price increases.  
 
 

Outlook 
 
Growth is expected to rebound in 2021 to 
3.6 percent. However, the pace of the 

rebound is restrained by heightened un-
certainty over vaccine rollouts and rising 
COVID-19 cases. Private consumption 
and investment are expected to partially 
recover in 2021 and in earnest in 2022 as 
vaccinations become globally and domes-
tically available. Manufacturing, con-
struction, hotels and restaurants, financial 
services, and health are the sectors ex-
pected to contribute the most to the re-
covery. The economic fallout from Hurri-
canes Eta and Iota (losses estimated at 1.0 
percent of GDP) will affect income and 
food security among smallholder farmers 
in rural Guatemala due to the impact on 
agricultural production. Nevertheless, 
despite the limited scale of new cash 
transfers to support families affected by 
the hurricanes, the proportion of poor 
households living below the international 
poverty line of US$5.5/day (2011 PPP) is 
projected to fall from 47 percent in 2020 to 
46 percent in 2021, driven by the expected 
recovery and rebound in services. Ongo-
ing creation of a social registry will allow 
better targeting and quicker scaling of 
social assistance in the future. 

Despite systematically low revenue mobi-
lization, the fiscal deficit is projected to 
decline to 3.5 percent of GDP in 2021 as 
the unwinding of temporary COVID-
related fiscal programs leads to lower 
overall public spending. Nonetheless, 
capital spending is expected to be higher 
in 2021 due to hurricane-related recon-
struction. Concerns over the debt burden 
will prompt additional fiscal consolidation 
efforts, leading the debt-to-GDP ratio to 
ease to 32.0 percent of GDP in 2023.  
Risks to the forecast are tilted toward the 
downside. Growth could be stalled with 
the worsening of the political environ-
ment, failure to renegotiate a higher fiscal 
ceiling in 2021, a slower vaccine rollout, 
and natural disasters.  However, earlier 
resumption of global travel from faster 
vaccine rollouts in advanced economies 
can provide a boost to growth.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.2 3.8 -1.8 3.6 4.0 3.8

Private Consumption 3.5 4.3 -2.5 5.5 4.5 4.2

Government Consumption 6.1 3.5 4.3 -1.0 0.8 1.6

Gross Fixed Capital Investment 4.6 7.2 -11.7 5.1 12.4 7.4

Exports, Goods and Services -0.3 -0.2 -2.5 5.0 2.9 3.0

Imports, Goods and Services 3.9 5.6 -6.3 8.5 6.8 5.1

Real GDP growth, at constant factor prices 2.9 3.7 -1.8 3.6 4.0 3.8

Agriculture 2.4 2.3 2.5 2.1 2.5 2.7

Industry 1.6 3.8 -0.9 3.3 2.9 3.2

Services 3.4 3.9 -2.8 4.0 4.6 4.2

Inflation (Consumer Price Index) 3.8 3.7 3.2 4.1 3.5 3.7

Current Account Balance (% of GDP) 0.8 2.4 4.9 3.2 1.9 0.4

Fiscal Balance (% of GDP) -1.9 -2.3 -4.9 -3.5 -2.1 -1.6

Debt (% of GDP) 26.2 26.6 31.4 32.9 32.6 32.0

Primary Balance (% of GDP) -0.4 -0.6 -3.1 -1.6 -0.1 0.2

International poverty rate ($1.9 in 2011 PPP)a,b 7.8 7.6 8.0 7.8 7.4 7.2

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 22.9 22.3 23.1 22.6 21.9 21.4

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 46.6 45.7 47.0 46.1 45.4 44.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on SEDLAC harmonization, using 2014-ENCOVI.Actual data: 2014. Nowcast: 2015-2020. Forecast are from 2021 to 2023.

(b) Projection using neutral distribution (2014)  with pass-through = 0.7  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
The transition of the Guyanese economy 
into a predominantly oil-producing coun-
try is underway. The production and ex-
port of oil is generating significant fiscal 
revenues, stimulating private sector invest-
ment and creating space for government 
investments in critical public goods. Main-
taining a balance between the pace of re-
source inflows and the limited absorptive 
capacity requires prudent macroeconomic 
management to mitigate the impact of a 
potential resource curse. A transparent and 
efficient management framework for oil 
and gas revenues is crucial, given uncer-
tainties regarding the implementation of 
the existing sovereign wealth fund (SWF).  
In a context characterized by ethnic and 
social polarization, Guyana’s resource 
wealth stands in contrast to the welfare of 
the population. The limited information 
available suggest that poverty is high, 
given the country’s income level, and ine-
quality has risen. The 2017 Labor Force 
Survey (LFS) suggests that Guyana’s pov-
erty rate is among the highest in the re-
gion, at 43.4 percent in 2017, using the 
upper-middle income poverty line 
(US$5.5 a day 2011 PPP). Moreover, dur-
ing the phase of sustained growth be-
tween 2006 and 2017, the income of the 
bottom 40 percent grew slower than the 
average, resulting in increased income 
inequality, with the Gini coefficient, rising 
from 0.46 to 0.48. 

The COVID-19 pandemic has exacerbat-
ed challenges to tackle poverty effective-
ly and has deepened inequity. Improv-
ing efficiency and effectiveness in public 
service delivery, especially services that 
enhance human capital, such as health, 
education, and digital connectivity, will 
be required for sustainable pro-poor 
growth including for the remote popula-
tions in Guyana’s hinterland. Even as 
the non-oil economy starts an uncertain 
recovery, a more sophisticated and 
skilled workforce will be needed to 
maximize positive spillovers from the 
growing oil sector. 
 
   

Recent developments 
 
Real GDP in 2020 is estimated to have 
expanded by 43.5 percent driven primari-
ly by developments in the oil sector, with 
production averaging 74,300 bbls/day.1 
The impact of the expansion of the oil 
sector was partly countered by a contrac-
tion of 7.3 percent in the non-oil econo-
my. On account of the pandemic, disrup-
tions in key services sectors likely im-
pacted employment and raised poverty 
in the short term. Half of all employed 
workers in Guyana are engaged in the 
services sector, and this share rises to 70 
percent in coastal urban areas. While 
systematic data on the pandemic’s im-
pact on households is not yet available, 
preliminary evidence suggests that 
movement restrictions adversely impact-
ed livelihoods and inhibited access to 
markets. It also suggests that food prices 

GUYANA 

Guyana grew at an extraordinary rate of 

43.5 percent in 2020, having completed a 

year of oil production. The positive spillo-

ver effects were dampened by a deep con-

traction in the non-oil economy, triggered 

by measures to contain the COVID-19 

pandemic. While oil production is boost-

ing growth, significant risks related to the 

management of this new wealth remain. 

Guyana will be challenged to transform 

its burgeoning oil wealth into human 

capital, physical capital, and financial 

assets for broad-based welfare increases. 

FIGURE 1  Guyana / Oil production and real oil and real   

non-oil GDP  

FIGURE 2  Guyana / Employment by sector and region – 

Services decline to affect coastal urban workers disproportionately 

Sources: WBG staff estimates. Note: f=forecast. Sources: WBG staff estimates based on Guyana Labor Force Survey 2017. 

Table 1 2020

Population, million 0.8

GDP, current US$ billion 6.2

GDP per capita, current US$ 7908.7

School enro llment, primary (% gross)
a 97.8

Life expectancy at birth, years
a 69.8

(a) WDI for School enrollment (2012); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

0

10

20

30

40

50

60

70

80

90

100

Coast/Urban Coast/Rural Interior National

Agriculture Mining and quarrying Industry Services

Percent

0

60

120

180

240

300

360

-300

0

300

600

900

1200

1500

1800

2018 2019 2020 2021f 2022f 2023f

  Oil Production   Oil GDP   Non-Oil GDP

Real GDP (G$B, 2012 prices) Oil production (thousands barrels per day)



119 MPO Apr 21 

increased and some households having 
to reduce their caloric intake. Overall 
inflation, however, remained subdued in 
the context of waning demand. 
A higher fiscal deficit of 9.4 percent of non
-oil GDP is estimated for 2020, primarily 
due to increased spending related to the 
pandemic. Revenues were also lower, 
given the fallout in demand. Notably, the 
oil proceeds are held in the SWF and have 
not yet materialized as fiscal revenues. 
Public debt climbed to 47.4 percent of 
GDP driven by the higher deficit and the 
inclusion of overdrafts with the central 
bank, previously not included in public 
debt reporting. 
The current account deficit (CAD) nar-
rowed to 10.5 percent of GDP in 2020, as 
oil exports commenced. This was suffi-
cient to offset increased payments for 
foreign services, including those sup-
porting the oil sector. Remittances re-
mained relatively steady, potentially 
helping to cushion the impact of the pan-
demic on poor households. Almost 30 
percent of poor households receive re-
mittances, representing an average of 42 
percent of their income. The CAD was 
financed primarily by foreign direct in-
vestment inflows.  

 

Outlook 
 
Guyana is expected to remain one of the 
fastest growing economy in the world 
over the medium term, as new oil fields 
are developed and production capacity 
expands. Oil output is expected to quad-
ruple by 2023, leading to a doubling of 
GDP. The oil and gas sector are also ex-
pected to boost private investment and 
drive the growth of services, which could 
contribute to poverty alleviation by in-
creasing demand for labor in the construc-
tion, transportation, food service, and 
hospitality subsectors. However, down-
side risks remain if the pace of fiscal and 
investment influx goes beyond the econo-
my’s absorptive capacity, generating price 
instability and macroeconomic distortions. 
The COVID-19 pandemic continues to 
pose risks to the poor and vulnerable 
households as well as the government’s 
fiscal balance. Significant uncertainty 
remains in terms of the path of the pan-
demic and vaccine rollout, and support-
ive policy actions are necessary until a 
firm recovery is underway. A weaker 
rebound in the non-oil economy can have 

detrimental social costs. The fiscal deficit 
is expected to narrow as the economy 
recovers and oil revenue starts being 
transferred from the SWF in 2022. 
Guyana also faces increased vulnerability 
to oil-related shocks including volatilities 
in price and output. While recent fluctua-
tions in global oil prices did not signifi-
cantly disrupt production or investment 
in Guyana’s oil sector, an unexpected oil 
price slump could diminish fiscal reve-
nues and inhibit investment in new oil-
fields. Guyana will also be challenged to 
address risks often faced by resource-
dependent economies, such as the lack of 
diversification and inadequate institu-
tions. Moreover, oil production entails 
environmental consequences that need to 
be considered carefully, and the sector 
may face additional risks in the medium 
term, as the world transitions toward a 
lower carbon dependence. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth at constant market pricesa 4.4 5.4 43.5 20.9 26.0 23.0

Real non-oil GDP growth at constant factor pricesb 3.6 3.1 -7.3 6.1 3.3 3.8

Agriculture 6.6 -0.5 4.1 5.6 4.0 4.5

Industry (non-oil) 1.4 2.4 -8.9 8.0 2.2 2.0

Services 3.2 6.1 -13.5 5.1 3.6 4.7

Inflation (Consumer Price Index) 1.6 2.1 0.9 1.6 2.4 2.5

Current Account Balance (% of GDP)c -57.3 -55.6 -10.5 0.8 15.0 27.3

Fiscal Balance (% of GDP)d -2.7 -2.8 -9.4 -8.6 -4.0 -2.9

Debt (% of GDP) 35.8 32.6 47.4 42.7 38.8 37.5

Primary Balance (% of GDP)d -1.9 -2.0 -8.6 -7.9 -2.9 -1.8

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Total GDP at 2012 prices. (b) Non-oil GDP at 2012 prices. (c) BOP definition in current US$. (d) Share of non-oil GDP.

Note: Real GDP growth for 2020 is potentially overstated, on account of the base year (2012) used for the inclusion of the o il sector in GDP. The government is undertaking a

rebasing exercise to better capture the value-added from the o il sector, which could result in significant downward revisions of o il GDP growth rates.

1/ Real GDP growth for 2020 is potentially overstated, 

on account of the base year (2012) used for the inclu-

sion of the oil sector in GDP. The government is under-

taking a rebasing exercise to better capture the value-

added from the oil sector, which could result in signifi-

cant downward revisions of oil GDP growth rates. 
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Table 1 2020

Population, million 1 1 .7

GDP, current US$ billion 1 3.5

GDP per capita, current US$
a 1 1 49.5

International poverty rate ($1.9)
b 24.5

Lower middle-income poverty rate ($3.2)
b 50.3

Gini index
c 41 .1

Life expectancy at birth, years
c 63.7

(a) Hait i rebased its GDP after thirty-three years, result ing in 

a 73.8  percent increase in GDP for the new base year 2012.

(b) M ost recent value (2012), 2011 PPPs.

(c) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Haiti’s most critical challenge is solving its 
protracted political crisis. Also high on the 
reform agenda, however, are improving 
governance and the justice system, up-
grading basic infrastructure to eliminate 
spatial frictions that impede movement of 
goods and disconnect rural communities 
from urban markets, and creating a more 
enabling business environment.  
The export base is narrow, with textiles 
representing over 90 percent of total ex-
ports. In addition, Haiti’s extreme vulner-
ability to natural hazard shocks has con-
strained its capacity to sustain growth.   
Fiscal dominance has led to rapid mone-
tary growth and high inflation. The con-
tinuous fiscal deficits have led to increas-
ing debt/GDP ratios, and a weakened ex-
ternal position. Despite agreements each 
year between the monetary and fiscal au-
thorities aimed at controlling spending 
and limiting the monetary financing of 
deficits, they are seldom met. The lack of a 
clear, articulated, and credible policy 
framework erodes confidence and impairs 
economic agents’ ability to plan for the 
long term and raises the cost of capital. 
COVID-19 has compounded these issues, 
making poverty reduction even more 
difficult. As of May 2020, nearly half of 
those employed prior to COVID-19 lost 
jobs due to a halt in business activity. 
Disruptions in basic services, namely 
health and education, are undermining 

human capital. The negative impacts on 
early childhood development and educa-
tional attainment have long-term nega-
tive effects on the earning potential of 
future adults.  
Haiti’s Post COVID-19 Economic Recov-
ery Plan 2020-2023 (PREPOC) intends to 
tackle these challenges by relaxing the 
structural constraints that hinder growth 
through, inter alia, boosting human capi-
tal, strengthening governance, and im-
proving resilience to natural hazard 
shocks. However, the HFY2021 budget is 
not clearly aligned with PREPOC’s stated 
intentions. The budget prioritizes security 
and electricity generation over the 
PREPOC’s above-mentioned pillars.  
 
 

Recent developments 
 
Both the COVID-19 pandemic and Haiti’s 
protracted political crisis took a toll on 
economic activity during HFY2020, with 
GDP estimated to have contracted by 3.4 
percent. Output of all three sectors de-
clined. The pandemic’s impact on the Hai-
tian economy was less severe compared to 
other Caribbean countries because Haiti’s 
tourism sector is small. The contraction of 
GDP resulted in job and income losses. 
The poverty rate at the international pov-
erty line (US$1.90 per day, 2011 PPP) is 
estimated to have risen to 25.1 percent in 
2020, from 23.6 percent in 2019, in line 
with the economic slump. The health 
emergency measures enacted to curb the 
spread of the virus were lifted at the end 
of HFY2020. However, the political crisis 

HAITI 

The COVID-19 pandemic and political 

turmoil took a toll on the Haitian econo-

my, with GDP estimated to have con-

tracted by 3.4 percent in the Haitian fiscal 

year (HFY) 2020. Disruption of essential 

health services and school closures have 

undermined human capital with potential 

long-term welfare effects. Economic recov-

ery will require containment of the pan-

demic and, especially, political stability as 

well as transition towards a more diversi-

fied economy and greater resilience to 

natural hazard shocks. 

FIGURE 1  Haiti / Real GDP growth and sectoral contributions 

to real GDP growth 

FIGURE 2  Haiti / Actual and projected poverty rates and real 

GDP per capita 

Sources: Haiti Statistical Office (IHSI). Sources: World Bank. Notes: see Table 2. 
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started intensifying in Q1 HFY2021, keep-
ing economic activity subdued.  
The current account turned positive in 
HFY2020 (5.8 percent of GDP) thanks to a 
26.1 percent decline in imports, and a 13.5 
percent rise in remittances which offset 
the 16.3 percent drop in exports. This does 
not, however, signal a turnaround in Hai-
ti’s structural trade deficit (18.2 percent in 
HFY2020), which is to be tackled via im-
provement in productivity across all sec-
tors and by broadening the export base.    
Due to monetization of large government 
deficit the local currency (gourde) depre-
ciated by over 23 percent during the first 
eleven months of HFY2020. This prompt-
ed the central bank’s intervention in the 
forex market, as well as a freeze of gov-
ernment spending, to stabilize the 
gourde, to tame runaway inflation and 
quell social discontent. In the last month 
of the HFY the gourde strengthened, 
closing 2020 with a 7.5 percent year-on-
year appreciation against the US dollar. 
This destabilized the main anchor on 
which the private sector bases its expec-
tations, with negative impacts on invest-
ment planning and long-term growth. 
The sharp appreciation translated into 
fewer local currency to households rely-
ing on remittances.  

Nonetheless, appreciation of the gourde 
proved fleeting after government spend-
ing and imports resumed. The gourde 
depreciated by 13.5 percent between No-
vember 2020 and January 2021. Excessive 
volatility, as experienced recently, can be a 
destabilizing factor.  
The large government deficit (4.1 percent of 
GDP in HFY2020 compared to 2.2 percent 
of GDP in FY2019) and low productivity of 
the agricultural sector fueled inflation that 
reached 22.8 percent on average during 
HFY2020. However, as a result of the 
strong gourde policy and the pass-through 
effect, CPI inflation declined to 19.2 percent 
in December 2020 after peaking at 27.8 per-
cent in August. While this reversal can help 
improve households’ purchasing power, it 
is nonetheless still elevated and will contin-
ue to erode any savings. 
 
 

Outlook 
 
As Haiti remains engulfed in political 
turmoil, GDP is expected to contract for a 
third consecutive year, by 0.7 percent in 
2021. A return to pre-pandemic GDP 
levels is not envisioned until after 2023, 
under the proviso of a return to some 

political stability. Under this scenario, 
the poverty rate is projected to increase 
further to 25.6 percent in 2021 as econom-
ic opportunities remain limited.   
The strong gourde policy is set to boost 
imports, particularly consumer goods, 
while discouraging exports, turning the 
current account surplus into a deficit in 
2021.  Over the long term, efforts to diver-
sify the export base and reform the busi-
ness environment to attract foreign invest-
ment could improve the external position. 
While control of budgetary spending sug-
gests a narrowing of the fiscal deficit to 3.4 
percent of GDP in HFY2021, fiscal pres-
sures are expected to mount as the gov-
ernment embarks on the PREPOC that has 
a total cost of 24.4 percent of GDP over a 
three-year period. PREPOC’s cost in the 
first year of implementation is 6.9 percent 
of GDP, with a 3.2 percent of GDP financ-
ing gap. This is likely to be filled via mon-
ey creation, potentially further fueling 
inflation and hurting the poor the hardest.  
As COVID-19 vaccines become more 
available and the global economy re-
bounds, this could help boost demand for 
Haiti’s products. However, the path ahead 
remains fraught and exposed to ongoing 
political instability that could continue to 
hinder economic recovery.  

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

2017/18 2018/19 2019/20 e 2020/21 f 2021/22 f 2022/23 f

Real GDP growth, at constant market prices 1.7 -1.7 -3.4 -0.7 1.5 2.0

Private Consumption 3.4 -0.5 -2.6 0.5 -0.5 2.0

Government Consumption 3.5 -8.0 20.3 11.7 13.5 1.0

Gross Fixed Capital Investment 6.5 5.7 -17.6 32.0 -0.4 3.4

Exports, Goods and Services -0.8 -1.6 -5.0 -3.0 16.9 0.0

Imports, Goods and Services 8.6 3.6 -4.1 18.6 1.7 2.0

Real GDP growth, at constant factor prices 1.6 -2.4 -2.9 -0.4 1.5 2.1

Agriculture 1.5 -0.2 -2.1 1.4 -0.5 0.0

Industry 1.1 -10.0 -2.1 0.7 4.7 1.0

Services 1.8 0.8 -3.5 -1.5 0.7 3.3

Inflation (Consumer Price Index) 13.5 17.2 22.8 20.0 19.0 15.0

Current Account Balance (% of GDP) -4.4 -1.7 5.8 -2.0 -0.5 -2.2

Net Foreign Direct Investment (% of GDP) 0.7 0.5 0.1 0.2 0.5 0.5

Fiscal Balance (% of GDP) -2.6 -2.2 -4.1 -3.4 -2.6 -2.8

Debt (% of GDP) 23.2 25.7 28.8 32.3 32.1 30.8

Primary Balance (% of GDP) -2.4 -2.0 -3.5 -1.8 -2.2 -2.4

International poverty rate ($1.9 in 2011 PPP)a,b 22.8 23.6 25.1 25.6 25.5 25.4

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 46.7 48.5 51.0 51.8 51.7 51.5

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on SEDLAC harmonization, using 2012-ECVM AS.Actual data: 2012. Nowcast: 2013-2020. Forecast are from 2021 to 2023.

(b) Projection using neutral distribution (2012)  with pass-through = 0.87  based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 9.9

GDP, current US$ billion 23.2

GDP per capita, current US$ 2340.1

International poverty rate ($1.9)
a 1 4.8

Lower middle-income poverty rate ($3.2)
a 29.0

Upper middle-income poverty rate ($5.5)
a 49.0

Gini index
a 48.2

School enro llment, primary (% gross)
b 91 .5

Life expectancy at birth, years
b 75.1

(a) M ost recent value (2019), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Honduras’s export-oriented growth model 
and poverty reduction strategy have been 
insufficient to boost growth and incomes. 
The country’s sensitivity to external shocks, 
natural hazards, fiscal instability, crime, 
combined with weak institutional and busi-
ness environments have inhibited econom-
ic competitiveness. Real GDP growth aver-
aged 3.1 percent over the past decade aided 
by remittance-fueled private consumption, 
while the country remained one of the 
poorest in the Western Hemisphere: almost 
half the population (4.8 million people) 
lived on less than US$5.50 per day in 2019. 
Meanwhile, a prudent macroeconomic 
framework supported the Honduran econ-
omy in recent years. A crawling peg ex-
change rate regime with ample foreign 
reserves (about 20 percent of GDP) aided 
price and exchange rate stability. Accom-
modative monetary policy supported eco-
nomic activity. A low ratio of nonperform-
ing loans and adequate capitalization of the 
banking sector helped contain financial 
sector risks. Fiscal policy anchored in the 
Fiscal Responsibility Law (FRL) – targeting 
the non-financial public sector (NFPS) defi-
cit at 1 percent of GDP in 2019 and limiting 
spending growth – helped restore fiscal 
sustainability. Commitment to fiscal pru-
dence helped control fiscal accounts de-
spite the deteriorating financial position of 
the state electricity company (ENEE), the 
main source of fiscal risks for Honduras. 

The COVID-19 pandemic and impacts of 
hurricanes Eta and Iota exacerbated exist-
ing economic and social challenges, 
threatening the health and welfare of the 
population. Output contracted across all 
sectors, causing widespread unemploy-
ment. Both hurricanes affected about 3.9 
million people (38 percent of the popula-
tion), while social and economic costs are 
expected at US$1.8 billion (7.2 percent of 
2019 GDP) amid damages to infrastruc-
ture, land, and crops. Large asset losses, 
especially amongst the poorest, lower 
human capital formation due to school 
closures and lower nutrition, combined 
with small and insufficient social assis-
tance programs could make it difficult for 
vulnerable households to rebound from 
the negative shock. 
 
 

Recent developments 
 
Real GDP is expected to have contracted 
by 9 percent in 2020 (y/y) due to a sharp 
fall in trade, investment and consumption 
amid the global recession, extended lock-
down, and damages caused by the hurri-
canes. Based on World Bank phone sur-
veys, nearly 68 percent of households re-
ported income losses, and more than one-
third of households reported food insecu-
rity due to lack of resources in mid-2020. A 
projected 12.5 percent of people lost em-
ployment in 2020, primarily women and 
low skilled workers in industry and ser-
vices sectors. Poverty is projected to have 
increased from 49 to 55.4 percent in 2020 
under the US$5.50 line, an increase of more 

HONDURAS 

Honduras’s economy is expected to con-

tract by a record 9 percent in 2020 due to 

the double impact of the COVID-19 pan-

demic and hurricanes Eta and Iota. This 

led to high levels of food insecurity and 

increases in poverty and inequality as 

vulnerable households lost income. A re-

bound is expected in 2021, supported by a 

countercyclical macroeconomic policy and 

the restoration of trade and investment. 

However, a slower recovery is possible if 

the health crisis endures. 

FIGURE 1  Honduras /  Real value added index, 2000=1  FIGURE 2  Honduras / Actual and projected poverty rates 

and real GDP per capita 

Sources: Central Bank of Honduras, The World Bank. Source: World Bank. Notes: see Table 2. 
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than 700 thousand people. Growth in re-
mittances, that represent 22 percent of 
GDP and 30 percent of household income 
for the poorest remittance-receiving house-
holds, decelerated to 3.8 percent (y/y) in 
2020 from 13 percent (y/y) in 2019, only 
partially compensating for the income loss. 
The government enacted targeted policies 
to cushion the impacts on economic activi-
ty and livelihoods, authorizing new bor-
rowing of US$2.5 billion (10 percent of 
GDP) for 2020-2021. The country’s rela-
tively low public debt and deficit levels 
coupled with good access to concessional 
financing allowed for the counter-cyclical 
response amid the activation of the FRL’s 
escape clause.  
Weaker domestic demand, lower com-
modity prices, freezes in prices and a rela-
tively stable exchange rate reduced con-
sumer price inflation, despite higher food 
prices in the aftermath of hurricanes. An-
nual inflation decelerated to 3.5 percent (y/
y) in 2020 – near the lower limit of the Cen-
tral Bank’s (BCH) target band (4% ± 1 %). 
As a result, the BCH cut the key policy rate 
by 250 basis points to 3 percent in 2020.  
Despite historically low oil prices, the 
current account deficit is expected to have 
widened as depressed exports out-
weighed import compression amid decel-
erated economic activity. Nevertheless, 
the external position remains relatively 
strong, supported by external financing 

received. External public debt increased 
by 5.5 percentage points of GDP in 2020 
(from 30.7 percent by end-2019), including 
a sovereign bond placement (US$600 mil) 
and multilateral loans (US$1,552.7 mil). 
 
 

Outlook 
 
Real GDP is expected to reach its pre-
pandemic level by 2023 amid the reactiva-
tion of domestic economic activity and 
recovering investment and external de-
mand. A strong pick-up in manufacturing 
and services is expected, while the recov-
ery in the agriculture sector could be sub-
dued amid severe damages to crops and 
land. Poverty rates are estimated to begin 
decreasing in 2021, with poverty under the 
US$5.50 line reaching 52.5 percent by 2023. 
The authorities project a NFPS deficit of 
5.6 and 4 percent of GDP in 2020 and 
2021. The government is committed to 
fiscal prudence and aims to return to the 
1 percent NFPS deficit ceiling in 2022 
while protecting priority spending. The 
required consolidation is challenging; 
however, the fiscal position is expected to 
be supported by a one-off revenue in-
crease from tax-deferrals in 2020, revenue 
mobilization measures, budget realloca-
tions and strict spending control. Inflation 
is expected to stay within the target 

range, while the BCH is expected to main-
tain accommodative monetary policy in 
the near term to increase access to credit 
and boost domestic demand.  
A slower global recovery amid the pro-
longed pandemic and new COVID-19 
waves coupled with uncertainty on the 
effective vaccine rollout could prompt the 
renewal of containment measures and 
weaken Honduras’s pace of recovery. 
Further, if growth in remittances stalls, 
more near-poor households could fall 
below the poverty line. Prolonged unem-
ployment, particularly for informal low-
income households that lack insurance 
and savings, pose risks to poverty reduc-
tion. This would cause additional pres-
sures on public finances and challenge 
fiscal sustainability. Policymaking could 
be stalled by possible social unrest amid 
the general elections in 2021.  
The anticipated recovery requires continu-
ous efforts to limit the human and econom-
ic impacts of the pandemic and hurricanes. 
More targeted and faster disbursing eco-
nomic and social support is needed amid 
limited fiscal space. Additionally, strength-
ening resilience to climate risks could im-
prove sustainability (macroeconomic, fis-
cal, social and environment), while increas-
ing internet connectivity and digitalization 
would allow to capitalize on the digital 
economy opportunities, boost productivity, 
competitiveness, and create jobs.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.7 2.7 -9.0 4.5 3.9 3.8

Private Consumption 4.7 4.1 -7.8 4.7 4.3 3.6

Government Consumption 1.9 0.6 3.0 2.2 -2.7 1.0

Gross Fixed Capital Investment 5.7 -5.9 -11.1 7.9 8.1 4.3

Exports, Goods and Services 0.7 2.3 -15.5 6.5 5.8 4.0

Imports, Goods and Services 2.2 -2.8 -11.5 7.0 5.9 3.3

Real GDP growth, at constant factor prices 3.5 2.5 -9.0 4.5 3.9 3.8

Agriculture 2.7 -1.0 -5.9 3.0 3.0 3.3

Industry 4.4 1.8 -15.2 5.7 4.0 3.9

Services 3.4 3.9 -6.8 4.3 4.1 3.9

Inflation (Consumer Price Index) 4.3 4.4 3.5 4.0 4.1 4.0

Current Account Balance (% of GDP) -5.4 -0.7 -1.2 -1.5 -1.7 -2.3

Net Foreign Direct Investment (% of GDP) 3.8 2.0 0.9 1.9 3.5 3.8

Fiscal Balance (% of GDP)a -0.9 -0.9 -5.6 -4.0 -1.0 -1.0

Debt (% of GDP)a 42.2 43.1 53.9 55.6 55.1 54.5

Primary Balance (% of GDP)a 0.0 -0.2 -4.5 -2.7 0.3 0.4

International poverty rate ($1.9 in 2011 PPP)b,c 15.8 14.8 18.5 17.1 16.5 15.5

Lower middle-income poverty rate ($3.2 in 2011 PPP)b,c 29.6 29.0 35.3 33.9 32.8 31.9

Upper middle-income poverty rate ($5.5 in 2011 PPP)b,c 50.4 49.0 55.4 54.1 53.1 52.5

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Fiscal data refers to non-financial public sector.

(b) Calculations based on SEDLAC harmonization, using 2019-EPHPM .Actual data: 2019. Nowcast: 2020. Forecast are from 2021 to 2023.

(c) Projections using microsimulation methodology.
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Key conditions and 
challenges 
 
Jamaica's economy has grown by an aver-
age of less than 1 percent per year over the 
last three decades and many structural 
obstacles remain to enabling growth. Alt-
hough Jamaica has been successful in re-
ducing its debt in recent years, its debt 
stock remains high. Fiscal space is limited 
and greater participation by the private 
sector in the economy is undermined by 
enclave-type industries, low productivity, 
and a high regulatory burden.  
The country is afflicted by rising crime 
and violence, reducing its attractiveness 
and contributing to the country's low 
growth. Jamaica remains vulnerable to 
climate shocks, including more frequent 
and severe climate-induced natural disas-
ters. These pose significant challenges to 
vulnerable groups and key sectors of eco-
nomic and climate sensitivity, such as 
tourism and agriculture.  
Containment of the COVID-19 pandemic 
is essential for economic recovery and 
inclusive growth, given Jamaica’s depend-
ence of the country on international tour-
ism. Jamaica implemented a public health 
response early in the pandemic but has 
recently experienced an increase in the 
number of daily cases. The pace of Jamai-
ca’s economic recovery will depend on the 
global containment of the pandemic and 
easing of travel restrictions with the 
rollout of vaccines. This is important giv-
en that the tourism sector contributes over 

30 percent of GDP and supplies a third of 
the country’s jobs. 
 
 

Recent developments 
 
Real GDP contracted by 10 percent in 
2020, driven by the collapse in net exter-
nal demand and private consumption. On 
the supply side, services recorded the 
sharpest declines due to the near closure 
of the tourism sector. Agriculture and 
industry were held back by disruptions in 
domestic production linked to the crisis, 
flooding, and the closure of Jamaica's 
largest aluminum refinery. Inflation in-
creased slightly but remained within the 4
-6 percent target range. 
Poverty in Jamaica has declined in recent 
years, but COVID-19 reversed the trend. 
World Bank projections based on GDP per 
capita growth point to a 4.7 percentage 
point increase in the poverty rate in 2020, 
bringing it to 23 percent. Disruptions in the 
tourism sector and related activities re-
versed prior gains in employment and 
income, with a higher impact on women. 
After rising to 12.6 percent in July 2020, the 
unemployment rate declined slightly to 
10.7 percent in October 2020. Government 
policy responses to COVID-19, including 
increases in conditional cash transfers, will 
help mitigate the impact on the poor. 
Jamaica's balance-of-payments position 
has improved steadily in the past five 
years, with narrower deficits and increased 
international reserve coverage. In 2020, the 
current account deficit (CAD) narrowed 
slightly on the back of strong remittance 

JAMAICA 

Jamaica made important progress on mac-

roeconomic stability and debt reduction 

between 2013 and 2020. However, the 

COVID-19 pandemic has pushed the 

country into its deepest recession in dec-

ades. This is affecting the welfare of 

households through income and job losses, 

thereby increasing poverty. Impacts have 

been uneven across the population, likely 

increasing inequality. Downside risks are 

high due to the country’s susceptibility to 

natural disasters and uncertainties re-

garding the length and depth of the 

COVID-19 pandemic. 

FIGURE 1  Jamaica / Fiscal balances and public debt  FIGURE 2  Jamaica / Actual and projected poverty rate and 

real GDP per capita b c 

Sources: GoJ, IMF and WBG staff estimates. Sources: World Bank staff calculations (see notes b and c in Table 2). 

Table 1 2020

Population, million 3.0

GDP, current US$ billion 1 3.0

GDP per capita, current US$ 4406.7

School enro llment, primary (% gross)
a 85.1

Life expectancy at birth, years
a 74.4

(a) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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inflows. The CAD was financed primarily 
by private and official inflows.  
Fiscal policy has been adapted to allow the 
authorities to respond to the pandemic, 
consistent with the existing fiscal rules. An 
overall fiscal deficit of 4.0 percent of GDP 
is envisaged for FY2020/21, reflecting the 
combination of lower revenues and in-
creased outlays to respond to the pandem-
ic. In this context, the public debt ratio is 
expected to jump to 110 percent of GDP.  
 
 

Outlook 
 
Recovery of real GDP is expected over the 
medium-term, driven by the reutilization 
of spare capacity created by the pandemic 
and normalization in tourism as vaccina-
tion becomes more accessible, as well as 

the resumption of mining in the second 
half of 2022. The economy is expected to 
return to pre-COVID-19 levels by 2024. 
Inflation is expected to remain within the 
4-6 percent target and employment to 
improve over the medium-term. Poverty 
is projected to decline to around 19 per-
cent by 2023.  
Monetary policy will remain supportive of 
growth, while ensuring an adequate level 
of liquidity in the financial system. The 
authorities have encouraged the banking 
sector to retain capital by postponing divi-
dend payments to shareholders and by 
rescheduling loans and mortgages. Jamai-
ca's financial infrastructure remains sound, 
although the crisis could create some chal-
lenges for financial stability should the 
pandemic last longer than expected. 
The CAD is expected to widen as im-
ports recover and remittances decrease. 

Private flows are expected to recover, 
limiting the need for official borrowing 
to finance the CAD. With a gradual re-
covery of tourism and bauxite exports, 
the Jamaican dollar will remain broadly 
stable compared to the US dollar and 
other currencies. Gross reserves should 
remain healthy, averaging over 6 months 
of imports.  
The economic recovery is expected to im-
prove tax collections and normalize 
spending. Total revenues should rebound 
in line with the pace of normalization in 
domestic and international trade. At the 
same time, total expenditure is expected 
to decline with the winding-down of the 
COVID-19 cash support program. In this 
context, public debt is expected to gradu-
ally decline over the medium term with 
primary surpluses accounting for most of 
the reduction. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 1.9 0.9 -10.0 3.0 3.8 3.2

Private Consumption 1.0 1.0 -13.2 3.5 2.3 1.8

Government Consumption 0.7 3.1 11.7 -2.8 -1.7 3.6

Gross Fixed Capital Investment 5.4 1.0 -15.9 2.0 8.3 7.1

Exports, Goods and Services 8.3 3.6 -30.0 15.7 4.2 1.8

Imports, Goods and Services 6.1 4.2 -26.7 10.3 1.7 1.9

Real GDP growth, at constant factor prices 1.9 1.0 -10.0 3.0 3.8 3.2

Agriculture 4.1 0.4 0.6 1.9 1.3 1.3

Industry 4.8 -0.7 -6.2 1.0 4.2 -0.8

Services 0.8 1.5 -12.2 3.8 4.0 4.7

Inflation (Consumer Price Index) 3.7 3.9 5.7 5.9 5.0 5.0

Current Account Balance (% of GDP) -1.5 -2.1 -1.9 -3.3 -4.3 -3.9

Net Foreign Direct Investment (% of GDP) 4.8 1.4 1.6 2.5 3.6 4.0

Fiscal Balance (% of GDP)a 1.0 0.4 -4.0 0.3 0.3 0.3

Debt (% of GDP)a 97.7 94.3 110.1 100.7 89.4 82.0

Primary Balance (% of GDP)a 7.5 7.1 3.0 6.1 5.7 5.2

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Fiscal balances are reported in fiscal years (April 1st -M arch 31st).
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Table 1 2020

Population, million 1 28.9

GDP, current US$ billion 1 075.4

GDP per capita, current US$ 8341 .1

International poverty rate ($1.9)
a 1 .7

Lower middle-income poverty rate ($3.2)
a 6.5

Upper middle-income poverty rate ($5.5)
a 22.7

Gini index
a 45.4

School enro llment, primary (% gross)
b 1 05.0

Life expectancy at birth, years
b 75.0

(a) M ost recent value (2018), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
The recovery in 2021 relies on the speed of 
vaccination, U.S growth, and the recovery 
in the labor markets. However, to enable a 
better and sustained recovery over the 
medium term, the country will also need 
to deal with some of the most pressing pre
-crisis challenges to growth and inclusion, 
that at the same time, are bottlenecks for 
job creation now. They include access to 
finance, lowering the regulatory burden, 
enabling resilient infrastructure, improv-
ing public services, and facilitating access 
to the labor market.   
In the short term, uncertainty about the 
pandemic dynamics will continue to 
weigh on domestic demand until a large 
portion of the population is vaccinated. 
Mexico had an excellent performance in 
securing the contracts for the purchase of 
vaccines with a portfolio approach. But 
due to production issues, the deliveries 
have been somewhat protracted as it has 
happened in most countries.    
The pandemic has also exacerbated labor 
market weaknesses, including high levels 
of informality and underemployment, low 
female labor force participation, and large 
regional disparities. The re-matching costs 
in the labor market are again showing to 
be high, and it will take time for formal 
jobs to recover to pre-crisis levels. While 
rural areas suffer from low investments in 
physical and human capital and high pov-
erty rates, most of the poor live in urban 

areas. Access to quality education also 
worsened, with potential long-term im-
pacts on human capital and productivity. 
The already gradual investment recovery 
could be slower if the approach towards 
private sector involvement in some sec-
tors, particularly energy, is not adjusted.   
Eroded fiscal buffers, combined with a 
growing and delayed spending pressures 
(in public services and infrastructure) and 
the authorities' aim to safeguard debt sus-
tainability, call for a tax reform to enable 
fiscal space. Additionally, to earn market 
credibility, a turnaround of PEMEX's fi-
nancial situation will be needed.  
On the upside, Mexico has the advantages 
of being part of the USMCA agreement, 
being highly open to trade, and having a 
strong manufacturing base well connected 
to the Global Value Chains (GVCs), pre-
senting significant opportunities. 
 
 

Recent developments 
 
GDP contracted by 8.2 percent in 2020, 
with a sharp drop in the first half of 2020 
as demand and supply shocks stemming 
from the COVID-19 pandemic had econo-
my-wide impacts. The recovery started in 
the second half of 2020 as mobility re-
strictions eased domestically and a gradu-
al reactivation of U.S. export demand be-
gan. By December 2020, 3 million jobs 
were recovered, still falling short by 3.2 
million jobs (-5.8 percent) compared to 
December 2019. Job losses disproportion-
ately affected informal, low-wage, young-
er, and female workers. 

MEXICO 

In 2020 Mexico experienced its largest out-

put collapse since the 1930s, with large hu-

man and social costs due to the pandemic. 

The 2021 recovery depends on the vaccina-

tion campaign, U.S growth, and private 

investment. Yet, it may take some years for 

the country to attain its pre-crisis level of 

GDP per-capita. Conservative fiscal policies 

are expected to continue, but with eroded 

buffers and accumulated spending pres-

sures, fiscal space will have to come from a 

tax reform.  A stronger medium-term recov-

ery could materialize from addressing pre-

crisis constraints to growth and inclusion. 

FIGURE 1  Mexico / Contribution to exports growth  FIGURE 2  Mexico / Actual and projected poverty rates and 

real private consumption per capita 

Source: Banxico. Source: World Bank. Notes: see Table 2. 
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A current account surplus of 2.5 percent of 
GDP was experienced in 2020, enabled by 
an import contraction larger than the de-
cline in exports. Like in past crises, re-
mittances also supported this dynamic with 
an increase compared to 2019, as migrants 
in the U.S took advantage of the peso de-
preciation to send more resources to their 
families in Mexico, among other factors.  
Following a sharp depreciation over the 
first months of the crisis, the Mexican peso 
recovered terrain against the U.S. dollar, 
with capital accounts also registering re-
turning inflows in the last part of 2020.   
Monetary and financial policies played a 
critical role in supporting the economy. 
With inflation at 3.4 percent for 2020 and 
medium-term expectations within the Cen-
tral Bank's band of tolerance (3 percent ± 1 
percent), the cut back in policy rates con-
tinued (from 7.25 to 4.0 percent between 
February 2020 and February 2021). The 
financial sector was also supported by 
large liquidity and credit facilities and a 
regulatory forbearance program. 
The fiscal response was limited (below 1% 
of GDP), focused on small credits to 
SMEs, the informal sector, and targeted 
social transfers to vulnerable groups. 
Monetary poverty is expected to have 
increased from 20.5 percent in 2019 to at 

least 24.8 percent in 2020 at the US$5.5 
poverty rate. Inequality is also projected 
to have increased, as low-skilled workers 
have been the most affected.  
Mexico's fiscal balance closed at -3.9 per-
cent of GDP, driven by a moderate in-
crease in public spending and close to 
constant revenues fueled by strong tax 
administration measures and tax settle-
ments with large companies. Neverthe-
less, public debt as a share of GDP had a 
sizeable one-off increase due to the larger 
deficit, forex-denominated debt reevalua-
tion, and the GDP drop. 
 
 

Outlook 
 
The economy is projected to expand by 4.5 
percent in 2021. In the first half of the year, 
this will be driven by the carry-over effects 
of the partial recovery at the end of 2020, a 
rapid reactivation of the U.S. economy 
fueling manufacturing exports, and the 
gradual rollout of the COVID-19 vaccines. 
In the second half of 2021, and with larger 
percentages of the population vaccinated, 
domestic consumption will start a faster 
recovery, while the tamed imports of late 
2020 and early 2021 will also accelerate to 

replenish inventories. The substantial con-
traction in 2020 and the projected gradual 
recovery imply that it may take several 
years to attain pre-pandemic GDP per 
capita levels.  
While the large negative output gap will 
help contain prices and enable room to 
maneuver, monetary policy will need to 
be mindful of the U.S policy rate develop-
ments, particularly in the second half of 
2021 and into 2022.   
The government is expected to maintain 
conservative fiscal policies, working 
mostly through the re-prioritization of 
expenditures towards health, social pro-
grams, and investment. The budget for 
2021 aims to stabilize and attain a gradual 
decline of the public debt-to-GDP ratio 
over the medium term. 
Continued employment and labor income 
growth, together with social transfers, are 
expected to lead to a gradual reduction in 
monetary poverty in 2021 (to 22.1 per-
cent) and 2022. 
The recovery is subject to downside risks. 
The pace of vaccination will be critical to 
the speed of the economic recovery.  Pri-
vate investment can be significatively 
affected if proposed reforms related to 
private sector involvement, particularly in 
the energy industry, are not amended. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 2.2 -0.1 -8.2 4.5 3.0 2.5

Private Consumption 2.5 0.6 -11.0 5.5 4.2 3.5

Government Consumption 2.9 -1.3 2.1 1.2 0.8 0.7

Gross Fixed Capital Investment 0.9 -4.6 -18.6 10.5 5.3 5.0

Exports, Goods and Services 6.0 1.5 -8.2 6.4 4.9 4.1

Imports, Goods and Services 6.4 -0.7 -15.1 10.0 7.5 6.5

Real GDP growth, at constant factor prices 2.1 -0.1 -8.1 4.5 3.0 2.5

Agriculture 2.3 0.3 1.9 2.5 2.8 3.0

Industry 0.5 -1.7 -10.0 5.8 3.3 2.6

Services 2.9 0.7 -7.7 4.0 2.9 2.4

Inflation (Consumer Price Index) 4.9 3.6 3.4 3.7 3.6 3.5

Current Account Balance (% of GDP) -2.1 -0.3 2.5 0.6 -0.5 -1.4

Net Foreign Direct Investment (% of GDP) 2.1 1.8 2.1 1.9 2.0 2.1

Fiscal Balance (% of GDP) -2.2 -2.3 -3.9 -3.3 -3.2 -3.1

Debt (% of GDP) 44.9 44.5 52.3 51.4 51.2 51.1

Primary Balance (% of GDP) 0.4 0.4 -0.9 -0.5 -0.3 -0.2

International poverty rate ($1.9 in 2011 PPP)a,b 1.7 1.6 2.2 1.8 1.6 1.6

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 6.5 5.8 7.6 6.2 5.8 5.5

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 22.7 20.7 24.8 22.1 21.1 20.2

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on SEDLAC harmonization, using 2018-ENIGHNS.Actual data: 2018. Nowcast: 2019-2020. Forecast are from 2021 to 2023.

(b) Based on microsimulation model for 2019-2021. For 2022-2023, assumes neutral distribution (2018) with pass-through = 0.87  based on private consumption per capita.
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Table 1 2020

Population, million 6.6

GDP, current US$ billion 1 2.2

GDP per capita, current US$ 1 844.7

International poverty rate ($1.9)
a 3.4

Lower middle-income poverty rate ($3.2)
a 1 3.1

Upper middle-income poverty rate ($5.5)
a 35.4

Gini index
a 46.2

School enro llment, primary (% gross)
b 1 20.6

Life expectancy at birth, years
b 74.3

(a) M ost recent value (2014), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
For nearly two decades prior to the start 
of the recession in 2018, growth in Nicara-
gua averaged 4.0 percent a year, bene-
fitting from sound macroeconomic man-
agement and a series of reforms to trans-
form the country into a market economy. 
Consumption and investment were the 
main engines of the expansion as the 
country garnered a reputation of a rela-
tively safe destination in a region afflicted 
by violence. Output growth has been driv-
en primarily by factor accumulation, with 
total factor productivity lagging. Poverty 
measured at US$3.2 more than halved 
between 2005 and 2014, from 28 to 10 per-
cent, driven by rural growth. The last offi-
cial poverty estimates date back to 2014, 
but projections suggest that poverty levels 
continued declining until 2018. 
Civil unrest in 2018 followed by the 
COVID-19 pandemic derailed the eco-
nomic expansion in Nicaragua and high-
lighted the country’s need for improving 
institutions and infrastructure. Elevated 
uncertainty over the political environ-
ment and the evolution of the pandemic 
have led to a collapse in domestic de-
mand, exacerbating vulnerabilities of the 
fiscal sector – particularly the pensions 
system. This has exposed the fragility of 
the country’s institutions and has re-
versed gains in poverty reduction. Nica-
ragua remains one of the poorest coun-
tries in Latin America.  

Uncertainties around the forthcoming 
elections and the evolution of the pan-
demic are the main immediate challenges 
the economy faces. Managing political 
uncertainty will be key to reviving the 
economy. Otherwise, the country will fail 
to attract new investment and Nicaragua 
will remain politically and financially iso-
lated from the international arena, amid a 
series of sanctions imposed by the United 
States, Canada and the European Union. 
Additionally, as COVID-19 cases continue 
to rise globally, establishing a vaccination 
plan will be essential in ensuring a revival 
of tourism, a key sector. 
 
 

Recent developments 
 
The pandemic derailed an incipient eco-
nomic recovery at the start of 2020.  In the 
first two months of 2020, a potential re-
bound was on the horizon driven by agri-
culture, mining, manufacturing, and hotels 
and restaurants sectors. However, the 
COVID-19 outbreak caused real GDP to 
plunge 7.5 percent (annualized) in 2020Q2 
due to rising uncertainty over the evolu-
tion of the health crisis, domestic spread of 
the virus, voluntary private sector shut-
downs, capital outflows, and plummeting 
tourism. Real GDP closed the year con-
tracting an estimated 2.5 percent, which is 
less acute than early projections given a 
stronger than expected rebound in 2020Q4. 
The current account surplus improved to 
an estimated 7.6 percent of GDP in 2020 
(from 6.0 percent in 2019) as a collapse in 
imports, resilience in remittances, and 

NICARAGUA 

Sociopolitical crisis coupled with the 

COVID-19 outbreak resulted in a three-

year economic recession in Nicaragua 

and a commensurate increase in poverty 

levels. Eroding business confidence and 

uncertainty over the evolution of the 

pandemic have paralyzed consumption 

and investment. The external sector has 

been severely affected by a halt in tour-

ism and financing constraints. Contin-

ued heightened political uncertainty and 

anticipated fiscal consolidation will re-

strain growth over the medium term.  

FIGURE 1  Nicaragua / GDP level trajectory (pre- and     

post-crisis) 

FIGURE 2  Nicaragua / Actual and projected poverty rates 

and real GDP per capita 

Sources: Central Bank of Nicaragua, World Bank. Source: World Bank. Notes: see Table 2. 
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buoyant merchandise exports offset the 
contraction in tourism receipts. Formal 
employment dropped by 3 percent in 2020, 
following a 10 percent decline in 2019. 
The fiscal deficit widened in 2020 to an 
estimated 3.7 percent of GDP (1.7 percent 
in 2019) due to higher COVID-19-related 
spending, including health care expenses 
and targeted social assistance programs, 
and lower revenue mobilization. The dev-
astating humanitarian impact of the pan-
demic enabled the authorities to secure 
exceptional financing from multilateral 
institutions. Consequently, public debt is 
projected to have increased to 65.7 percent 
of GDP in 2020. 
Complementing the fiscal policy re-
sponse, the Central Bank of Nicaragua 
(BCN) took steps to shore up liquidity in 
the financial system. BCN lowered the 
reference rate and enabled banks to re-
duce the ratio of required reserves in local 
currency. It also tightened the allowable 
slide in the crawling peg to the US dollar 
from 5 percent to 3 percent. 
The economic crisis, worsened by Hurri-
canes Eta and Iota in late 2020 (estimated 

total economic loss of 6.1 percent of GDP), 
pushed approximately 90,000 Nicaragu-
ans into poverty by the end of the year. 
GDP per capita dropped about 14.6 per-
cent from an estimated US$2,159 in 2017 
to US$1,845 in 2020.  
 
 

Outlook 
 
Continued fiscal stimulus and remittance 
inflows will provide support to consump-
tion and private investment. However, 
growth will remain muted, well below 
long-term trend at an average 1.2 percent 
between 2021 and 2023 amid the absence 
of a clear plan for the vaccine rollout and 
pervasive political uncertainty. Continua-
tion of the political status quo is likely to 
extend Nicaragua’s international isolation 
and deter new private investments.  
The sustained inflow of remittances into 
the country could slow the deterioration 
of household incomes for many Nicara-
guans (four out of every ten households 
receive remittances from relatives 

abroad) and thus attenuate the increas-
ing trend in poverty since 2018. The 
share of poor households living below 
the international poverty line of US$3.2/
day (2011 PPP) is forecasted to stay flat 
at 15 percent in 2021 after trending up-
ward since 2018. Unfortunately, the im-
pacts on other welfare outcomes may 
linger on. For instance, school attend-
ance at basic education levels was less 
than 10 percent of the total number of 
students officially enrolled, likely exacer-
bating learning poverty. 
Reconstruction efforts related to Hurri-
canes Iota and Eta are expected to boost 
fiscal spending in 2021. However, grow-
ing concerns over debt sustainability (debt
-to-GDP ratios are projected to peak at 
69.0 in 2022) and weak growth prospects 
will prompt a fiscal consolidation, thereaf-
ter, weighing on growth.  
Risks to the forecast are tilted toward the 
downside. Growth could be stalled with a 
more prolonged outbreak amid vaccine 
rollout delays, late resumption of travel to 
Nicaragua, intensification of the political 
crisis, and natural disasters. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices -4.0 -3.9 -2.5 0.9 1.2 1.4

Private Consumption -4.5 -2.5 -2.1 2.3 2.2 2.3

Government Consumption -1.5 1.2 6.8 2.1 -4.3 -6.3

Gross Fixed Capital Investment -20.1 -26.0 1.5 0.5 5.0 6.6

Exports, Goods and Services -1.0 5.3 -8.5 3.7 3.5 3.5

Imports, Goods and Services -14.0 -5.4 -3.0 5.1 3.8 3.7

Real GDP growth, at constant factor prices -3.2 -3.4 -2.4 0.8 1.2 1.4

Agriculture 1.0 2.3 2.2 1.4 1.6 1.6

Industry -1.3 -3.7 -3.2 1.2 1.3 1.3

Services -5.0 -4.8 -3.4 0.4 1.0 1.4

Inflation (Consumer Price Index) 4.9 5.4 3.5 3.0 3.2 3.3

Current Account Balance (% of GDP) -1.9 6.0 7.6 4.5 2.7 -0.2

Fiscal Balance (% of GDP)a -4.0 -1.7 -3.7 -5.4 -3.1 -0.6

Debt (% of GDP)b 56.2 58.5 65.7 68.6 69.0 66.5

Primary Balance (% of GDP)a -2.8 -0.4 -2.5 -3.4 -1.2 1.3

International poverty rate ($1.9 in 2011 PPP)c,d 2.9 3.5 4.1 4.1 4.1 4.1

Lower middle-income poverty rate ($3.2 in 2011 PPP)c,d 11.6 13.5 14.7 14.8 14.8 14.7

Upper middle-income poverty rate ($5.5 in 2011 PPP)c,d 33.2 35.8 38.2 38.3 38.3 38.2

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Fiscal and Primary Balance correspond to the non-financial public sector.

(b) Debt is to tal public debt.

(c) Calculations based on SEDLAC harmonization, using 2014-EM NV.Actual data: 2014. Nowcast: 2015-2020. Forecast are from 2021 to 2023.

(d) Projection using neutral distribution (2014)  with pass-through = 1  based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 4.3

GDP, current US$ billion 54.8

GDP per capita, current US$ 1 2701 .4

International poverty rate ($1.9)
a 1 .2

Lower middle-income poverty rate ($3.2)
a 4.6

Upper middle-income poverty rate ($5.5)
a 1 2.1

Gini index
a 49.8

School enro llment, primary (% gross)
b 94.4

Life expectancy at birth, years
b 78.3

(a) M ost recent value (2019), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Panama’s high growth was driven by con-
struction of large infrastructure projects 
and real estate as well as logistics, retail, 
and tourism. In these sectors, labor in-
come grew by 62.1 percent from 2010 to 
2018, and the headcount of workers living 
under US$ 5.5 (PPP) a day was reduced to 
3.2 percent. In 2019, however, construction 
was already slowing down due to over-
supply, the completion of large infrastruc-
ture projects, and reduced fiscal space for 
public investment.   
Panama has been the most affected country 
by the COVID-19 pandemic in LAC with 
an infection rate almost 50 percent higher 
than Brazil’s, the second most affected 
country. Mobility restrictions and the eco-
nomic fallout from the COVID-19 crisis 
accelerated the downturn in the construc-
tion sector and significantly disrupted the 
logistics, retail, and tourism sectors. The 
concentration of jobs in the most affected 
sectors of the economy make households 
vulnerable to the crisis. Despite recent 
growth, workers in the high-growth sectors 
remained vulnerable, with over one-fifth of 
them living under US$ 13 (PPP) a day in 
2018. In addition, inequality remained 
among the highest in the world (as indicat-
ed by a Gini coefficient of 49.8 in 2019). 
The main challenge for Panama is to re-
kindle growth. The government is resort-
ing to measures that had a positive 
growth impact before the pandemic, such 

as tax expenditures to attract foreign di-
rect investment (FDI) as well as public 
investment. However, it is not clear if 
this strategy will be sufficient to sustain 
the high-growth levels of the past. The 
oversupply of real estate, the work-from-
home trend and the government’s fiscal 
space limit the construction sector 
growth potential, while tourism is likely 
to take longer to recover. While the logis-
tics sector showed some resilience, new 
tendencies such as reduced outsourcing 
and nearshoring might reduce the de-
mand for transportation. 
 
 

Recent developments 
 
The structural forces shaping growth were 
amplified by the effects of the COVID-19 
crisis, which led Panama to post a GDP 
decline of 17.9 percent in 2020. This per-
formance reflects both a lack of demand 
but also a restriction on supply because of 
COVID-19. For example, construction, 
which declined by 51.8 percent, was halt-
ed from March to September, and the Pan-
amanian airports were closed from March 
to mid-October. Retail activities contract-
ed 19.4 percent led by a decline of 21 per-
cent in the reexports from the Colón Free 
Trade Zone. There were some bright spots 
such as the increase in agriculture led by 
rice, corn, and banana crops and on min-
ing, with copper exports posting a record 
output. Although energy output declined 
by 5.8 percent, renewable energies output 
increased by 37.9 percent. Those bright 
spots, however, were not sufficient to 

PANAMA 

Panama experienced the highest 

COVID-19 case count in Latin America 

and a GDP contraction of 17.9 percent 

in 2020, as its economy relies on sectors 

severely affected by the pandemic such 

as air transportation, retail, tourism, 

and construction. Poverty increased by 

two percentage points, while public debt 

shot up by almost 20 percentage points 

of GDP. Panama is facing the challenge 

of reigniting growth and poverty reduc-

tion, while balancing its fiscal accounts 

to maintain its coveted investment 

grade sovereign rating. 

FIGURE 1  Panama / Sectoral and real GDP growth, 2020  FIGURE 2  Panama / Actual and projected poverty rates and 

real GDP per capita 

Sources: Dirección de Estadística y Censo. Sources: World Bank. Notes: see Table 2. 
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counterbalance the negative effects of 
COVID-19 in other sectors. 
As a result, unemployment reached 18.5 
percent in 2020, and near 130,000 people 
are expected to fall under the poverty line 
of US$ 5.5 (PPP) a day, which implies an 
increase in the poverty headcount to 14.9 
percent in 2020 from 12.1 percent in 2019. 
Government policies, which include trans-
fers to households (Panama Solidario) for 
an amount equivalent to 1.3 percent of 
GDP, played a critical role in mitigating 
the adverse effects of the crisis. It is esti-
mated that without it, poverty would 
have increased to 20.8 percent. The crisis 
has hit urban areas the hardest. Among 
the most affected are workers in the con-
struction sector and women in retail and 
hotels and restaurants—two of the most 
female-intensive sectors.  
The abrupt decline in GDP in 2020 togeth-
er with the lower revenues (20 percent 
decline) and higher expenditures (four 
percent growth from an already high lev-
el in 2019) yielded a fiscal deficit of al-
most ten percent of GDP, leading the 

three major rating agencies to downgrade 
the country, putting it closer than ever to 
losing its investment grade. 
 
 

Outlook 
 
Panama is projected to see a strong re-
bound in GDP in 2021 helped by base 
effects, increased mining output, and new 
public investments being initiated such as 
the extension of metro line 2 and construc-
tion of line 3. The rebound, coupled with 
the continued support to the vulnerable 
through mitigation policies, would reduce 
poverty to pre-pandemic levels by 2023.    
On the fiscal side, there does not seem to 
be consensus to increase taxes to balance 
the fiscal accounts more aggressively. The 
country will likely resort to containment 
of current expenditure, while resorting to 
more tax expenditures and public invest-
ments, including through Public Private 
Partnerships to boost growth, which in 
turn could increase their capacity to carry 

more debt sustainably. This strategy has 
risks and could face challenges under a 
more fragile fiscal situation. 
The main risks are the fiscal accounts and 
impacts from Panama’s standing in adher-
ing to international standards on Anti-
Money Laundering and Combating the 
Financing of Terrorism (AML/CFT) on 
FDI inflows. On the fiscal side, the main 
sources of risk are the pace of fiscal con-
solidation and the pension system. Pana-
ma has chosen a more backloaded consoli-
dation relaying more on growth to sus-
tainably increase its capacity of carrying 
debt, instead of relying more on revenues. 
This strategy is risky as growth might not 
materialize and Panama might lose its 
investment grade. The pension system is 
structurally unbalanced and in 2020 had a 
cash deficit of nearly US$500 million. It is 
expected that cash reserves will not last 
more than three years. Finally, partial ad-
herence and compliance to international 
standards on AML/CFT can prevent Pana-
ma from exiting international lists, nega-
tively impacting FDI recovery. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.6 3.0 -17.9 9.9 7.8 4.9

Private Consumption 3.2 3.4 -18.5 12.0 7.5 5.2

Government Consumption 7.7 4.5 1.5 -1.4 3.7 1.8

Gross Fixed Capital Investment 0.9 0.0 -37.1 16.8 11.9 6.3

Exports, Goods and Services 5.1 -0.1 -22.0 9.5 6.0 4.5

Imports, Goods and Services 4.1 -3.3 -29.3 12.0 7.0 4.8

Real GDP growth, at constant factor prices 3.6 3.2 -17.9 9.9 7.8 4.9

Agriculture 2.3 2.5 4.1 1.7 0.8 1.0

Industry 2.8 3.4 -32.1 14.2 9.0 5.2

Services 4.1 3.2 -12.7 8.9 7.7 4.9

Inflation (Consumer Price Index) 0.8 -0.4 0.0 0.2 1.1 2.0

Current Account Balance (% of GDP) -7.6 -5.4 -0.7 -2.2 -2.8 -3.3

Net Foreign Direct Investment (% of GDP) 7.6 5.5 3.3 5.4 5.8 6.0

Fiscal Balance (% of GDP) -2.9 -3.5 -10.0 -8.2 -6.7 -5.3

Debt (% of GDP) 39.6 46.4 64.4 63.3 61.3 60.3

Primary Balance (% of GDP) -1.1 -1.6 -7.3 -5.5 -4.1 -3.1

International poverty rate ($1.9 in 2011 PPP)a,b 1.7 1.2 1.8 1.6 1.4 1.3

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 5.2 4.6 6.4 5.7 5.1 4.8

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 12.6 12.1 14.9 13.8 12.9 12.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on SEDLAC harmonization, using 2019-EH.Actual data: 2019. Nowcast: 2020. Forecast are from 2021 to 2023.

(b) Projection using neutral distribution (2019)  with pass-through = 0.7  based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 7.1

GDP, current US$ billion 33.8

GDP per capita, current US$ 4739.2

International poverty rate ($1.9)
a 0.9

Lower middle-income poverty rate ($3.2)
a 4.5

Upper middle-income poverty rate ($5.5)
a 1 5.4

Gini index
a 45.7

School enro llment, primary (% gross)
b 1 04.4

Life expectancy at birth, years
b 74.1

(a) M ost recent value (2019), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Paraguay’s response to the global COVID-
19 pandemic and recession was grounded 
in a solid macroeconomic policy frame-
work based on fiscal rules, inflation target-
ing, and a flexible exchange rate regime. 
Its track record of prudent macroeconom-
ic policy over the last decade enabled high 
economic growth, low public and external 
debt, and low and predictable inflation. 
Meanwhile, the poverty rate (less than 
US$5.5 per day) dropped by more than a 
half to 15.4 percent between 2003 and 
2019. Likewise, the income of the bottom 
40 percent grew at an annualized rate of 
3.6 percent in the 2003-2019 period. The 
Gini coefficient fell by almost 5 percentage 
points to 45.3 since 2010.  
While Paraguay's policy framework and 
initial crisis response measures effectively 
absorbed part of the COVID-19 shock, 
resulting in one of the lowest estimated 
2020 GDP declines in the region, rising 
infections in early 2021, coupled with de-
lays with vaccination, have led to social 
discontent and political protests. The eco-
nomic downturn in 2020 was driven by 
the decline in external, cross-border trade 
and domestic demand, especially in ser-
vices, because of social distancing 
measures. Paraguay instituted stringent 
quarantine measures to contain the spread 
of COVID early on, while the health sys-
tem was still reeling from a severe dengue 
outbreak. The emergency package, which 

increased the fiscal deficit to its highest 
level in decades, softened the impact. 
However, the shock is expected to have 
reversed in 2020 the trend of substantial 
poverty reduction and improving shared 
prosperity since 2013. Moreover, the polit-
ical crisis of March 2021 underscores the 
importance of addressing popular de-
mands for better services and greater ac-
countability of public institutions. 
 
 

Recent developments 
 
After the pandemic-induced dive in 
2020Q2, the economy started to rebound 
in 2020H2 averaging for an estimated 
GDP decline of only 1.1 percent for the 
entire 2020, the lowest in Latin America. 
Well-enforced policies on social distancing 
at the beginning of the pandemic initially 
slowed its spread. As a result, GDP con-
tracted by 6.5 percent y-o-y in 2020Q2. 
The negative economic impact moderated 
after the relaxation of some restrictions. 
Commodities price increases, including of 
soy, helped minimize the economic de-
cline and cushioned the drop in rural 
household incomes. In 2020Q3, GDP de-
clined by 1.2 percent y-o-y, and the high-
frequency data indicate an even smaller 
decline in 2020Q4. The labor market was 
hit hard, partially cushioned by transfers 
Nangareko (cash transfer for food), 
Pytyvo (for informal workers), and formal 
sector support. In 2020Q4, unemployment 
grew 1.5 p.p. to 7.2 percent y-o-y with the 
highest increase for women (2.3 percent) 
and urban areas (2.5 percent). Meanwhile, 

PARAGUAY 

Overall, Paraguay is withstanding the 

economic shock from the COVID-19 

and global recession relatively well, and 

the country is estimated to have had the 

lowest economic decline in the region in 

2020. However, urban poverty has in-

creased over the pandemic period, and 

the increasing infections and delayed 

vaccination in early 2021 pose challeng-

es not only for the health sector re-

sponse, but also for social cohesion and 

the trajectory of economic recovery. 

FIGURE 1  Paraguay / Real GDP growth in 2020, selected 

Latin American and Caribbean countries  

FIGURE 2  Paraguay / Actual and projected poverty rates 

and real private consumption per capita 

Sources: National authorities and World Bank Macroeconomics, Trade &      
Investment Global Practice. 

Sources: World Bank. Notes: see Table 2. 
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in rural areas unemployment rate de-
creased by 0.4 percent. 
After reaching its lowest point of 0.5 per-
cent y-o-y in June 2020, the CPI picked up 
to 2.5 percent y-o-y by February 2021, 
back to the BCP's target range (4 +/- 2 per-
cent) with limited impact on households. 
The BCP has maintained its accommoda-
tive policy stance, keeping the policy in-
terest rate at a record low of 0.75 percent 
after the cumulative 325 bps during 
March-June 2020.  
While the original 2020 budget foresaw an 
annual deficit of 1.5 percent GDP, its final 
result is estimated at 6.2 percent GDP in 
2020. Tax revenue was down 3.8 percent y-
o-y, while current expenditure increased 
15.6 percent y-o-y. Spending on social ben-
efits was up 59 percent y-o-y mainly due to 
new social assistance programs. Public 
capital expenditure increased to 3.6 per-
cent GDP. By end-2020, public debt in-
creased to an estimated 34.2 percent GDP. 
 
 

Outlook 
 
Growth is expected to return to an aver-
age of 3.7 percent over the period 2021-
2023, bringing poverty reduction back to 

its pre-pandemic trend as the global econ-
omy recovers. In 2021, the recovery is ex-
pected to be gradual, with GDP growth 
projected at 3.5 percent, due to continuing 
social distancing and cross-border trade 
restrictions to contain the contagion, the 
withdrawal of temporary (2020) fiscal 
stimulus programs, and a decline in agri-
cultural production after the record har-
vest of the previous season. Meanwhile, 
terms of trade gains from high food prices 
in international markets are likely to sup-
port the economy and support household 
incomes in rural areas. Likewise, the de-
clining trend in poverty incidence is ex-
pected to slowly reassume in 2021, reach-
ing 15.7 percent and 15.1 percent by 2022 
(US$ 5.5 poverty line), pushed mainly by 
the recovery of labor incomes in urban 
areas. However, policies to equalize labor 
markets will need to be strengthened giv-
en the expansion of gender gaps during 
the pandemic. The expected continuation 
of coherent macroeconomic policies is also 
critical for this outlook. Although public 
debt increased during 2020, the authorities 
remain committed to fiscal prudence and 
plan to anchor this commitment in the 
amended FRL. Inflation is projected to 
return to the mid-point of the target range 
(4 percent) by early 2022. 

Short-term risks to growth relate to pace 
of vaccines' availability and the global 
rebound. Paraguay is vulnerable to a 
sharper domestic economic slowdown 
resulting from an increase in contagion 
rates, extended protests and political up-
heaval, weaknesses and capacity con-
straints of the health sector, delayed vac-
cination, and a longer-than-expected 
spread of the pandemic. This would ex-
tend and deepen the domestic demand 
shock due to prolonged social distancing, 
more pronounced uncertainty, and in-
creased fiscal tensions. Similarly,  inability 
to respond to growing demands from 
society for better public services and more 
inclusive and accountable institutions is 
also an important risk that could slow 
Paraguay's economic growth.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.2 -0.4 -1.1 3.5 4.0 3.8

Private Consumption 4.4 1.8 -3.5 4.3 4.3 4.1

Government Consumption 3.0 4.7 4.2 1.8 0.4 1.4

Gross Fixed Capital Investment 6.9 -6.1 -3.7 1.7 5.4 4.9

Exports, Goods and Services -0.4 -3.4 -7.8 4.1 4.2 4.1

Imports, Goods and Services 8.3 -2.0 -9.8 3.7 4.0 4.0

Real GDP growth, at constant factor prices 3.2 -0.2 -1.0 3.5 4.0 3.8

Agriculture 4.3 -3.1 8.2 -0.4 3.6 3.6

Industry 1.1 -3.0 3.1 4.2 3.9 3.9

Services 4.5 2.5 -5.9 4.0 4.1 3.7

Inflation (Consumer Price Index) 4.0 2.8 2.5 3.2 4.0 4.0

Current Account Balance (% of GDP) -0.2 -0.6 0.3 1.1 1.0 0.8

Net Foreign Direct Investment (% of GDP) 1.1 1.4 1.1 1.3 1.3 1.3

Fiscal Balance (% of GDP) -1.3 -2.8 -6.2 -4.0 -2.6 -2.1

Debt (% of GDP) 21.4 24.5 34.2 35.7 35.5 33.8

Primary Balance (% of GDP) -0.2 -1.8 -5.0 -2.5 -1.2 -0.8

International poverty rate ($1.9 in 2011 PPP)a,b 1.3 0.9 1.4 1.3 1.2 1.2

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 5.4 4.5 5.2 5.0 4.5 4.3

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 15.6 15.4 16.5 15.7 15.1 14.4

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on SEDLAC harmonization, using 2019-EPH.Actual data: 2019. Nowcast: 2020. Forecast are from 2021 to 2023.

(b) Projection using neutral distribution (2019)  with pass-through = 0.7  based on private consumption per capita in constant LCU. 
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Table 1 2020

Population, million 33.0

GDP, current US$ billion 200.1

GDP per capita, current US$ 6068.0

International poverty rate ($1.9)
a 2.2

Lower middle-income poverty rate ($3.2)
a 7.5

Upper middle-income poverty rate ($5.5)
a 20.6

Gini index
a 41 .5

School enro llment, primary (% gross)
b 1 1 3.5

Life expectancy at birth, years
b 76.5

(a) M ost recent value (2019), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
The end of the commodity boom and the 
subsequent slowdown in economic activi-
ty revealed the structural weaknesses of 
Peru´s growth model, related to wide-
spread informality, limited economic di-
versification and poor governance. De-
spite maintaining macroeconomic stability 
and trade openness, the main domestic 
pillars of the model, productivity growth 
was close to zero between 2013 and 2019, 
slowing the pace of poverty and inequali-
ty reduction. Although informality pre-
vents most firms from growing and is an 
important source of low productivity, it 
employs around 70 percent of workers, 
reflecting pervasive distortions in the la-
bor market, among other factors. An in-
efficient state deprives millions of Peruvi-
ans from access to quality public services. 
Also, reduced economic opportunities, 
combined with a generous availability of 
minerals, results in a concentrated export 
structure, rendering the economy vulnera-
ble to fluctuations in commodity prices.  
The COVID-19 crisis made these struc-
tural shortcomings increasingly visible. 
Peru has been among the countries hard-
est hit by the pandemic. Excess deaths of 
over 300 per 100,000 people in 2020 are 
amongst the world’s highest. Informali-
ty, overcrowded housing conditions and 
poor provision of water and sanitation 
services are among the main causes. Fur-
thermore, the precarious condition of the 

health sector led the government to en-
act a strict and prolonged quarantine, 
with considerable economic effects. Also, 
job informality delayed the implementa-
tion of the cash transfer program, be-
cause of incomplete citizen registries and 
limited access to bank accounts; howev-
er, the program did help mitigate the 
rise in poverty.  
In the short term, the economic rebound 
will depend largely on the evolution of 
the second wave of the pandemic, con-
tainment measures, and the deployment 
of the vaccination program. Although the 
government expects to vaccinate most of 
the population by the end of the year, 
delays are likely, given limited global 
supply. Also, the loss of human capital 
during the pandemic (enrollment in early 
childhood and primary education fell by 
7.2 and 1.9 percentage points, respective-
ly) will constrain the productivity of the 
future labor force. The presidential and 
parliamentary elections to be held be-
tween April and June are also a source of 
uncertainty in the short term.  In the me-
dium-term, informality and state effec-
tiveness must be addressed to underpin 
potential growth. 
 
 

Recent developments 
 
GDP declined 11.1 percent in 2020, one of 
the deepest recessions in the world.  Total 
employment fell by 40 percent (about 7.1 
million workers) in the first half of 2020 
while earnings declined substantially for 
those who remained employed. Informal 

PERU 

Peru´s economy is expected to rebound by 

around 8 percent, induced by a general 

recovery in domestic demand and exports. 

Poverty is projected to decline slightly 

this year, although additional monetary 

transfers might accelerate its reduction. 

These projections are conditional on the 

evolution of the second wave of the pan-

demic and the successful vaccination 

rollout. Overcoming structural challenges 

related to widespread informality, limited 

economic diversification and poor effec-

tiveness of the state are critical for medi-

um-term prospects.  

FIGURE 1  Peru / Real GDP levels, pre-covid trend vs     

baseline projection   

FIGURE 2  Peru / Actual and projected poverty rates and real 

GDP per capita  

Source: World Bank staff calculations. Source: World Bank. Notes: see Table 2. 
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workers experienced a disproportionate 
increase in unemployment. Gender gaps 
widened as female-dominated sectors 
were the most affected by social-
distancing measures and also due to the 
increased responsibilities associated with 
school closures. While rural areas experi-
enced lower employment losses, the quali-
ty of jobs and income levels fell more than 
in urban ones. 
Peru's ample macroeconomic buffers al-
lowed it to adopt a package of monetary, 
fiscal and financial measures equivalent to 
around 20 percent of GDP, aimed at sup-
porting companies, households, and eco-
nomic recovery. Nevertheless, the poverty 
rate ($5.5 in 2011 PPP) increased by an 
estimated 6 percentage points, pushing 
almost two million people into poverty. 
The Gini coefficient increased by 0.2 
points in 2020. The massive roll-out of 
cash transfers helped mitigate the rise in 
poverty, which would have otherwise 
increased by 10 percentage points. 
The public deficit increased to 8.9 percent 
of GDP in 2020, from 1.6 percent the pre-
vious year. Revenues fell dramatically due 
to the sharp contraction in economic activ-
ity. Also, the large fiscal package (health 
expenditures, social transfers, payroll sub-
sidies, etc), estimated at 7 percent of GDP, 
pushed up expenditures. The public debt 
closed the year at around 36 percent of 
GDP, above the 30 percent legal limit. 

The current account turned positive in 
2020, as more favorable terms of trade, 
especially in the second half of 2020, 
helped to improve trade balance despite 
an abrupt decline in export and import 
volumes. In addition, lower outflow of 
investment income supported current 
account surplus. Inflation remained stable 
during the pandemic averaging 1.8 per-
cent, while the Peruvian sol depreciated 
around 10 percent during the year.  
 
 

Outlook 
 
Peru’s GDP is expected to rebound 8.1 
percent in 2021, following last years´ deep 
recession. Public investment execution is 
expected to accelerate, and private spend-
ing and the labor market will gradually 
gain momentum with the COVID-19 vac-
cine rollout. Also, external conditions 
would support the rebound. Copper price 
is at the highest level since 2012 and inter-
est rates are projected to remain low this 
and next year. This would add to the fa-
vorable conditions for private investment. 
Under such a scenario, by end-2022, the 
economy is projected to return to its pre-
COVID output level. Poverty is expected 
to decline by 1 percentage point in 2021, 
considering the economic recovery and 
the cash transfers programs implemented 

by the government. Inequality is projected 
to remain above the 2019 levels. Another 
round of transfers like those of 2020 
would help reduce poverty, bringing it 
close to 2018 levels.  
The fiscal deficit is projected to narrow in 
2021, but public debt is expected to contin-
ue trending upwards. Economic recovery 
in 2021-22 should bring recovery of reve-
nues, which, combined with the gradual 
expiration of pandemic-related spending 
programs, should reduce the fiscal deficit 
to around 5.5 percent of GDP in 2021. 
Public debt is projected to continue rising 
and peak in 2023, with the gradual reduc-
tion of the deficit.  
The current account is expected to remain 
close to balance in 2021 and 2022, due to 
the counterbalancing effects of rising ex-
ports and imports. Mining exports are 
likely to increase due to the recovery in 
the global markets but also greater domes-
tic supply. On the other hand, imports 
would mirror the expected recovery in 
domestic demand. Inflation is expected to 
remain in the lower half of the Central 
Bank’s target range, despite temporary 
price pressures in specific markets and an 
expansionary monetary stance. Due to 
weak demand, closing of the negative 
output gap is likely to be gradual and 
slow, maintaining prices in check in the 
medium term. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 4.0 2.2 -11.1 8.1 4.5 4.1

Private Consumption 3.7 3.0 -9.8 7.6 4.0 4.0

Government Consumption 2.7 4.2 5.5 4.6 4.7 4.0

Gross Fixed Capital Investment 4.7 2.3 -20.5 9.4 6.8 5.4

Exports, Goods and Services 3.9 0.6 -18.0 14.4 5.0 4.3

Imports, Goods and Services 3.3 1.3 -14.5 11.5 5.3 5.0

Real GDP growth, at constant factor prices 4.0 2.2 -11.1 8.1 4.5 4.1

Agriculture 9.6 0.9 1.4 2.2 3.2 3.1

Industry 2.9 -0.2 -13.0 10.0 4.1 3.5

Services 4.1 3.9 -11.3 7.7 5.0 4.5

Inflation (Consumer Price Index) 1.3 2.1 1.8 2.1 2.0 2.0

Current Account Balance (% of GDP) -1.7 -1.5 0.5 0.3 -0.1 -0.3

Net Foreign Direct Investment (% of GDP) 3.1 4.3 2.1 3.6 4.0 3.7

Fiscal Balance (% of GDP) -2.3 -1.6 -8.9 -5.5 -3.5 -2.5

Debt (% of GDP) 26.6 27.0 35.0 37.7 38.6 39.3

Primary Balance (% of GDP) -0.9 -0.3 -7.3 -4.1 -2.1 -1.1

International poverty rate ($1.9 in 2011 PPP)a,b 2.7 2.2 2.6 3.2 2.1 1.4

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 8.4 7.5 9.4 9.9 7.9 6.5

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 22.3 20.6 26.6 25.5 22.9 20.8

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on SEDLAC harmonization, using 2007-ENAHO,  2013-ENAHO, and  2019-ENAHO.Actual data: 2019. Nowcast: 2020. Forecast are from 2021 to 2023.

(b) Projections for 2020 and 2021 consider the impact of emergency cash transfers. Projections for 2022 and 2023 use a poverty-GDP elasticity with 0.7 pass-through.
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Key conditions and 
challenges 
 
Prior to the COVID-19 pandemic, sustained 
performance in tourism and construction 
drove growth, averaging 3 percent over 
2016-19. Unemployment decreased from 
24.1 percent in 2015 to 16.8 percent in 2019, 
improving the income-generating ability of 
households. However, as a small island 
developing state, Saint Lucia faces unique 
development challenges, including the 
vulnerabilities of a less diversified econo-
my and high exposure to extreme climate-
related events.  The rising debt level has 
constrained the government’s capacity to 
address these development challenges. 
Although poverty decreased between 2006 
and 2016 (the latest available data), income 
inequality remained high with the Gini 
index at 51.3 in 2016. The government had 
made progress in building economic resili-
ence and fiscal sustainability prior to the 
pandemic, including designing a rules-
based Fiscal Responsibility Framework 
(FRF) and diversifying the economy.  Pub-
lic debt remained stable at around 60 per-
cent of GDP. 
The COVID-19 pandemic brought great 
challenges to public health and has caused 
significant socio-economic damages. Tour-
ism in Saint Lucia fell sharply in 2020, 
following the almost complete halt of in-
ternational travel and caused a severe 
economic contraction. The pandemic has 
disproportionately affected the poor and 
vulnerable, who have limited access to 

basic goods and services, posing threats to 
food security. 
The uncertainty and severity of the ongo-
ing pandemic have magnified the existing 
high risks related to disasters and external 
shocks. Weakness in institutional capacity 
and risks to debt sustainability also con-
strain the government’s ability to cope 
with these risks. Focused short-term fiscal 
support is important to protect those most 
impacted by the pandemic and prevent 
long-term socio-economic damage. Struc-
tural reforms remain crucial to building 
fiscal sustainability and economic resili-
ence over the long term. This includes the 
implementation of the FRF once the pan-
demic abates, reforms on tax expenditures 
and revenue enhancement, and other re-
forms to strengthen resilience to climate 
change and external shocks.  
  
 

Recent developments 
 
Real GDP contracted by an estimated 20.4 
percent in 2020, the deepest decline since 
1980. The fallout in tourism, which ac-
counts for about 40.7 percent of GDP, is 
expected to drive the contraction and in-
crease in unemployment. Almost 45 per-
cent of the population working pre-
pandemic had stopped working in May 
2020, mostly due to COVID-19 related 
business closures. Women are more vul-
nerable to unemployment caused by the 
pandemic since they are more likely to 
work in tourism-related sectors. 
The primary deficit is estimated to have 
deteriorated to 7.9 percent of GDP in 2020, 

SAINT LUCIA 

The  COVID-19 pandemic caused a se-

vere GDP contraction of 20 percent in 

2020 and a sharp surge in public debt to 

87 percent of GDP. The poor and most 

vulnerable groups have been dispropor-

tionately impacted by the crisis, com-

pounded by potential threats from expo-

sure to extreme climate-related events, 

exacerbated by climate change. It is crit-

ical for the government to balance 

-term fiscal measures mitigating the 

impacts on the most disadvantaged with 

long-term structural reforms maintain-

ing fiscal and economic sustainability. 

FIGURE 1  Saint Lucia / The evolution of main macro variables FIGURE 2  Saint Lucia / Actual and projected poverty rates 

and real GDP per capita 

Sources: IMF; World Bank staff estimates; ECCB. Sources: World Bank. Notes: see Table 2. 

Table 1 2020

Population, million 0.2

GDP, current US$ billion 1 .7

GDP per capita, current US$ 9257.4

School enro llment, primary (% gross)
a 1 02.3

Life expectancy at birth, years
a 76.1

(a) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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compared with an average of 1.0 percent 
surplus between 2016-19. General Govern-
ment debt surged by 20 percent of GDP in 
2020, half of which was caused by the 
large GDP contraction. The more than 30 
percent drop of tax revenues also contrib-
uted to the deficit, due to losses in taxes 
on goods & services and international 
trade. Total expenditure increased by 7 
percent of GDP due to a surge in COVID-
19 related expenditures, including support 
to vulnerable groups and public invest-
ment projects to create jobs.  
The current account deficit is estimated to 
widen to 14.5 percent of GDP in 2020 from 
a surplus of 4.6 percent in 2019. The exter-
nal financing needs are expected to be 
financed by international development 
partners, partial rollover of maturing debt, 
and FDI inflows to tourism-related pro-
jects. The deficit is mostly driven by the 
sharp decline in tourism, which took up 
80 percent of total exports in 2019. The 
drop of commodity exports also contribut-
ed to the deficit due to interruptions in 
international transportation. Nevertheless, 

the slow pace of domestic economic ac-
tivities dampened the demand for im-
ports, somewhat tempering the worsen-
ing external imbalances. Remittances 
have picked up in the third quarter, fol-
lowing a sharp temporary decline in the 
second quarter.  
 
 

Outlook 
 
In 2021, Saint Lucia’s economy is project-
ed to expand only marginally due to the 
second wave of COVID-19 cases extend-
ing into 2021 and delays in the resumption 
of tourism. Assuming that international 
travel will gradually restart towards the 
end of 2021, that private and public sector 
construction projects rebound, and with 
the absence of major weather-related 
events, the economy will rebound strong-
ly after 2022 but will recover its 2019-level 
only by 2024/25.  
Given the severe impacts of the pandemic, 
it is expected that the fiscal support 

measures for the most impacted groups 
will continue in 2021. The fiscal deficit 
will hence remain elevated, and debt-to-
GDP will continue rising in 2021. Due to 
the expected fast growth, the public debt 
will gradually decrease, but remain 
above 90 percent of GDP if no strong 
fiscal consolidation measures and fiscal 
reforms are implemented.  
As a result of income and job losses, pov-
erty is expected to remain high in 2021, 
following the spike in 2020. It will, howev-
er, be mitigated by the measures imple-
mented by the government, such as the 
extension of the main social assistance 
program, the Public Assistance Pro-
gramme. The poverty rate at the upper 
middle-income international poverty line 
of $5.50 per person per day is projected to 
increase to 24.5 percent in 2021, and then 
gradually resume its decline to a projected 
19.3 percent in 2023. The COVID-19 pan-
demic is hence expected to undo Saint 
Lucia's poverty reduction efforts made 
since 2017. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market pricesa 2.6 1.7 -20.4 1.1 12.3 8.1

Real GDP growth, at constant factor pricesa 2.8 2.8 -20.4 1.1 12.3 8.1

Agriculture 1.7 -0.8 1.9 2.1 2.7 2.5

Industry -3.4 3.0 -2.7 4.4 3.7 3.3

Services 3.8 2.8 -23.3 0.5 14.1 9.0

Inflation (Consumer Price Index) 2.5 0.6 -1.7 0.3 1.4 1.6

Current Account Balance (% of GDP) 2.2 4.6 -14.4 -13.2 -3.1 1.2

Fiscal Balance (% of GDP)b -1.0 -3.4 -11.5 -9.7 -6.3 -4.2

Debt (% of GDP)b 60.1 60.4 86.5 96.0 93.3 92.0

Primary Balance (% of GDP)b 1.9 -0.4 -7.9 -5.7 -2.4 -0.7

International poverty rate ($1.9 in 2011 PPP)c,d 4.5 4.4 6.4 6.4 4.7 4.5

Lower middle-income poverty rate ($3.2 in 2011 PPP)c,d 9.4 9.4 12.7 12.6 11.3 9.8

Upper middle-income poverty rate ($5.5 in 2011 PPP)c,d 19.0 19.0 24.6 24.5 20.6 19.3

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.

Notes: e =  estimate, f = forecast.
NA
(a) Growth pro jections for 2021-23 remain sensitive to uncertainties surrounding the timing of the vaccine ro ll-out and the recovery in tourism.

(b) Fiscal balances are reported in fiscal years (April 1st -M arch 31st).

(d)  Pro jection using neutral distribution (2016) with pass-through = 0.87 based on GDP per capita in constant LCU.

(c) Calculations based on 2016 SLC-HBS. Actual data: 2016. Nowcast: 2017-2020. Forecasts are from 2021 to 2023.Actual data: 2016. Nowcast: 2017-2020.                           

Forecasts are from 2021 to 2023.
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Key conditions and 
challenges 

 
St. Vincent and the Grenadines (SVG) is a 
small island developing state with an econ-
omy driven largely by tourism and agricul-
ture. This makes it particularly vulnerable 
to climate change, natural disasters, such as 
tropical storms and hurricanes, and, as ex-
perienced most recently, external economic 
shocks and pandemics. Prior to the COVID-
19 pandemic, SVG had been in the process 
of upgrading essential economic infrastruc-
ture to lay the foundation for increased 
growth and economic diversification, in-
cluding completion of a new international 
airport, modernization of the sea port (a 22 
percent of GDP public investment), and 
plans for construction of a new hospital. To 
accommodate these essential investments, 
fiscal consolidation had commenced and 
primary budget surpluses had been 
achieved over a number of years in order to 
create fiscal space and maintain public debt 
at sustainable levels. This included adop-
tion of a Fiscal Responsibility Framework 
with established fiscal balance, expenditure, 
wage bill, and debt targets and creation of a 
contingency fund to create increased fiscal 
resilience and buffers. The emergence of 
COVID-19 and the increasing risk of cata-
strophic volcano activity make this agenda 
increasingly challenging. 
The COVID-19 shock and the resultant 
global recession have paralyzed the tour-
ism sector and adversely affected domestic 
production. SVG has one of the highest 

COVID-19 case counts in the Caribbean. 
The government responded rapidly to the 
pandemic, both in terms of an effective 
health and control response, and in terms 
of a fiscal stimulus package to limit poten-
tial livelihood losses and increases in pov-
erty. The mitigation measures support 
household consumption, income, and jobs. 
The precise poverty and welfare impact of 
current challenging economic and social 
conditions remain unclear, though there is 
a reasonable expectation that poverty 
measures have worsened as most poor 
work in tourism. The government complet-
ed a new household budget survey in 2019 
but has not yet published new poverty 
estimates. Based on the last available data 
from 2008, the poverty rate was 30.2 per-
cent using the national poverty line of 
EC$5,523 or US$2,046 per annum per adult. 
  
 

Recent developments 
 
GDP is estimated to have contracted by 
4.2 percent in 2020.  The government ex-
tended transfers under a variety of social 
protection and business continuation pro-
grams, particularly targeting people who 
lost income because of the pandemic, the 
poor, and the elderly. However, these 
measures are unlikely to have fully offset 
the impacts on poverty. There is a reason-
able expectation that poverty measures 
have worsened as household income from 
tourism has fallen significantly, which has 
also affected those indirectly dependent 
on tourism. Women are expected to have 
been especially affected, due to their high 

FIGURE 1  St. Vincent and the Grenadines / Fiscal balances   FIGURE 2  St. Vincent and the Grenadines / Public debt 

Sources: SVG Ministry of Finance (2020), World Bank staff estimates. Sources: SVG Ministry of Finance (2020), World Bank staff estimates. 

GDP contracted by 4.2 percent in 2020 

following COVID-induced shocks and 

the sudden stop in tourism. Poverty is 

expected to have increased due to the 

economic contraction and a drop in 

household income. After several years 

of minimal budget deficits and primary 

surpluses, the COVID-19 economic 

shock will exert pressure on public fi-

nances. Significant public investment, 

including the port and a new hospital, 

will pose fiscal challenges as well. Risk 

of debt distress remains high.   

Table 1 2020

Population, million 0.1

GDP, current US$ billion 0.8

GDP per capita, current US$ 71 68.2

School enro llment, primary (% gross)
a 1 1 3.4

Life expectancy at birth, years
a 72.4

(a) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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participation in the services sector. On top 
of COVID-related pressures, seismic and 
increasing volcanic activity at La Soufriere 
volcano on the main island is posing sig-
nificant risk of a catastrophic event with 
attendant fiscal, social, and economic 
costs. In the event of an eruption, or rup-
ture of the volcanic rim and lava flow 
from the volcano, all forecasts would need 
to be revised. 
Through 2019, SVG had continued to 
consolidate spending, achieve primary 
budget surpluses, and record a declining 
debt trajectory. However, COVID-19 has 
led to a widening fiscal deficit, expected 
to be 7.2 percent of GDP in 2020. Public 
debt is now estimated to reach 87.9 per-
cent at end-2020 and SVG remains at 
high risk of debt distress. The widening 
fiscal deficit in 2020 compared to 2.3 per-
cent in 2019 is driven primarily by pan-
demic-related expenses and lower reve-
nues as the economy contracts and as 
direct tourism-related revenues fall. With 
limited fiscal space to immediately real-
locate current expenditures, contraction 
in the public investment portfolio accom-
modates to some extent the increased 
COVID-related expenditures.  

 

Outlook 
 
Growth in 2021 remains uncertain and 
dependent on pandemic developments. 
The 2021 peak tourism season is consid-
ered lost and, as a result, 2021 growth 
projections are estimated to be less than 
1.0 percent. Inflationary pressures are ex-
pected to remain low and stable, and ex-
ternal imbalances, despite pressures from 
declining tourism receipts, remain well-
managed by the ECCB. Risks emanating 
from the COVID-19 pandemic and the 
increasing possibility of a volcanic event 
remain. These risks are accentuated by the 
existing structural issues, including public 
financing uncertainties, possible financial 
sector instability, the loss of physical capi-
tal and infrastructure, and rising public 
debt vulnerabilities. A struggling econo-
my will exert further strain on an already 
difficult fiscal position and perhaps aggra-
vate financial instability from previously 
weakened bank balance sheets. 
Real GDP growth in recent years had been 
driven largely by increased tourist arrivals, 
facilitated by the new airport. Tourism 

revenue is expected to recover only slow-
ly, depressing growth prospects into 2021 
and 2022. Furthermore, in an environ-
ment of low growth, high unemployment 
rates are expected to continue. Consider-
ing the impact on the informal sector, it 
is likely that poverty rates have in-
creased. Economic stimulus and expand-
ed social protection measures will help 
mitigate the impacts on poverty, though 
not eliminate them. 
Continued fiscal reform is necessary to 
build fiscal buffers and to ensure public 
debt returns to a downward trajectory. The 
government is taking steps to improve tax 
administration, foster resilience, strength-
en SOE governance, and is exploring 
measures to reform the government work-
ers’ pension system. Balances in the contin-
gency fund are growing, which bodes well 
for future fiscal resilience, though some 
have been used to respond to COVID-19 
demands. Envisaged fiscal consolidation to 
accommodate the port investment is ex-
pected to lead to primary surpluses ap-
proaching 3.0 percent of GDP once COVID
-19 impacts dissipate and the port modern-
ization is completed in 2024, facilitating a 
reduction in public debt levels. 

TABLE 2  St. Vincent and the Grenadines / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market pricesa 2.2 0.5 -4.2 0.2 5.0 3.2

Real GDP growth, at constant factor pricesa 2.0 0.2 -4.2 0.2 5.0 3.2

Agriculture 2.8 -1.0 -6.1 8.3 2.0 -4.1

Industry 2.9 -5.6 -2.8 2.3 3.5 -0.8

Services 1.7 1.7 -4.3 -1.0 5.6 4.7

Inflation (Consumer Price Index) 2.3 0.9 -0.5 0.9 1.9 2.0

Current Account Balance (% of GDP) -12.0 -10.0 -18.7 -16.9 -15.4 -9.3

Fiscal Balance (% of GDP)b -0.9 -2.3 -7.2 -6.4 -6.2 -5.4

Debt (% of GDP)b 75.6 75.2 87.9 89.7 90.8 90.8

Primary Balance (% of GDP)b 1.2 -0.4 -4.9 -4.0 -3.8 -2.8

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.

Notes: e =  estimate, f = forecast.
NA
(a) Growth pro jections for 2021-23 remain sensitive to uncertainties surrounding the timing of the vaccine ro ll-out and the recovery in tourism.

(b) Budget balances and public debt are for the central government.
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Key conditions and 
challenges 
 
Suriname is a small, upper middle-income 
country. Natural resources play a domi-
nant role in the economy, its exports, em-
ployment, and government revenue. The 
government redistributes revenue earned 
from extractive industries through signifi-
cant public sector employment, whereas 
the private sector is mostly engaged in 
non-tradeable services. Gold currently 
represents more than 80 percent of total 
exports, while the overall mining sector 
accounts for over 30 percent of public sec-
tor revenue.  
Suriname has struggled to establish the 
institutional fiscal and monetary frame-
work that is important to support broader 
macroeconomic stability given the chal-
lenges posed by commodity revenue vola-
tility. As a result, the country has not been 
able to recover from the recession follow-
ing the sharp decline in the price of oil 
and gold and the closure of its bauxite 
mining operations in 2015. Suriname can-
celled a two-year Stand-By Arrangement 
with the International Monetary Fund 
(IMF) in 2017.  
The most recent poverty estimates for 
Suriname are from 2017 and poverty is 
expected to have increased since then. In 
2017, over 26 percent of the population 
was estimated to live in consumption pov-
erty and the Gini coefficient was 0.44. The 
geographical distribution of poverty was 
uneven: about half of the population in 

the rural interior of the country lived in 
poverty, while poverty rates were mark-
edly lower in the greater Paramaribo re-
gion. Suriname ranked 95th out of 144 
countries on the World Economic Forum´s 
Global Gender Gap Index. 
Large macroeconomic imbalances over the 
past few years, evidenced by high and 
increasing external and public finance defi-
cits, have been financed by domestic and 
foreign borrowings as well as significant 
monetary financing in the run-up to the 
parliamentary elections on May 25, 2020. 
 
 

Recent developments 
 
The government, which assumed office 
mid-July 2020, has recently adopted an 
adjustment program to deal with the large 
public sector deficits and balance-of-
payments crisis. The fiscal adjustment 
plan includes several revenue-enhancing 
and expenditure-containment measures, 
including a gradual reduction of energy 
subsidies, a temporary solidarity charge 
on the highest income tax brackets, and 
the introduction at a later date of a value 
added tax instead of the current turnover 
tax. To mitigate the impact on lower in-
come households, the plan also includes a 
budget increase to cover an expansion of 
the social safety net. 
As of mid-September 2020, the Central 
Bank of Suriname depreciated the official 
exchange rate to SRD14.3/USD from 
SRD7.5/USD. Despite the intention to 
eliminate the premium in the parallel for-
eign exchange market, the currency still 

SURINAME 

Suriname is a small, natural resource-

based economy. Over the past few years, 

the authorities have not adequately dealt 

with macroeconomic stability and com-

modity revenue volatility. A newly elect-

ed government has recently adopted a 

macroeconomic stabilization program and 

is in discussions with the IMF for sup-

port. The COVID-19 pandemic exacerbat-

ed existing domestic weaknesses, leading 

to a sharp GDP contraction and rising 

unemployment and poverty. The discov-

ery of offshore oil, if adequately managed, 

may enable fiscal consolidation and higher 

growth in the medium term.  

FIGURE 1  Suriname / External trade, 2011-2020 FIGURE 2  Suriname / Share of workers who can work from 

home by income group  

Sources: Central Bank of Suriname (CBvS). Sources: World Bank calculations based on 2017 Suriname Survey of Living 
Conditions. 

Table 1 2020

Population, million 0.6

GDP, current US$ billion 3.4

GDP per capita, current US$ 5740.1

School enro llment, primary (% gross)
a 1 09.2

Life expectancy at birth, years
a 71 .6

(a) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.
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trades at a discount of approximately 25-
40 percent. A depreciation of the official 
exchange rate was needed as the country 
had ran out of usable international re-
serves and has already led to a turna-
round in the balance of payments´ current 
account due to a sharp contraction in im-
ports. The pass-through from currency 
depreciation to consumer price inflation 
has been significant as consumer prices 
experienced an accumulated 12-month 
inflation of 61 percent by the end of 2020 
compared to 4.2 percent end-2019. 
Although the confirmed incidence rate is 
low relative to the regional averages, the 
COVID-19 pandemic exacerbated an al-
ready challenging and volatile situation. 
The combined impact of the pandemic and 
macro-economic volatility led to a sharp 
contraction of output in 2020 by about 14.5 
percent and an increase in registered un-
employment by at least 7 percent. Though 
new poverty data are not yet available, 
increased unemployment, a contraction in 
output, and a sharp increase in inflation 
are all expected to have contributed to an 
increase in poverty and worsened inequal-
ity. It is likely that households with the 
lowest incomes were hit hardest, as their 
occupations are least amenable to working 
from home. Women are expected to be 

particularly affected, as school closures 
increased their caregiving burden. Up-to-
date household survey data are urgently 
needed to assess poverty and inequality 
and inform policy decisions. 
With nearly three-quarters of public debt 
denominated in foreign currency, curren-
cy depreciation, continued deficit financ-
ing, and the contraction of GDP rapidly 
raised public debt as a share of GDP to 
about 148 percent by the end of 2020. The 
government and bondholders of two capi-
tal market bonds (to an amount of US$675 
million or about 22 percent of total out-
standing public debt) agreed last Decem-
ber to reschedule debt service payments 
on these bonds untill March 31, 2021. Fur-
ther amendments to the debt service 
schedule are conditioned on agreement to 
a new program with the IMF.  
 
 

Outlook 
 
Agreement on a program with the IMF as 
well as a restructuring of external debt 
seems a necessary condition to the success 
of the country’s macroeconomic stabiliza-
tion. Public sector external financing 
needs continue to remain substantial over 

the next couple of years because of a grad-
ual reduction of the large public sector 
deficits and significant debt service pay-
ments. Reduced import demand and high-
er gold prices already caused a significant 
turnaround of the current account, which 
is much needed to rebuild the country’s 
international reserves. 
Elevated unemployment rates and nega-
tive GDP growth are expected to continue 
to stymie poverty reduction. During the 
coming phase of adjustment, efforts to 
maintain and expand the social safety net 
are considered key to limit exposure of the 
poorest and most vulnerable and to miti-
gate impacts on poverty. A significant, 
growth-driven reduction in poverty rates 
is not expected in the immediate future. 
Prospects of oil production have im-
proved following potentially large off-
shore oil discoveries. Apache Corporation 
and its partner Total have announced four 
important oil discoveries since January 
2020, including one this year. Exxon Mobil 
and Petronas announced a discovery in 
December and Royal Dutch Shell complet-
ed its acquisition of Kosmos Energy’s po-
sition in Surinamese waters. The discover-
ies are expected to support the economy 
even though it may take a number of 
years to bring the production on stream. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 2.6 0.3 -14.5 -1.9 0.1 1.3

Real GDP growth, at constant factor prices 2.6 0.3 -14.7 -2.0 0.1 1.3

Agriculture -1.8 -2.0 -17.4 -17.9 1.2 4.2

Industry 5.8 -2.4 -18.1 -0.2 0.0 0.7

Services 0.9 3.9 -10.3 1.3 -0.1 1.2

Inflation (Consumer Price Index) 6.9 4.5 34.9 26.8 6.0 4.0

Current Account Balance (% of GDP) -3.4 -12.2 6.0 9.5 8.3 8.1

Net Foreign Direct Investment (% of GDP) 3.5 -0.5 -2.7 -1.9 1.8 3.6

Fiscal Balance (% of GDP)a -11.4 -21.4 -16.7 -12.7 -8.6 -5.3

Debt (% of GDP)a 72.5 93.8 148.3 134.4 139.2 141.2

Primary Balance (% of GDP)a -7.9 -17.9 -12.6 -7.0 -3.5 -0.5

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Budget balances and public debt are for the central government.
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Table 1 2020

Population, million 3.5

GDP, current US$ billion 54.7

GDP per capita, current US$ 1 5752.3

International poverty rate ($1.9)
a 0.1

Lower middle-income poverty rate ($3.2)
a 0.5

Upper middle-income poverty rate ($5.5)
a 3.2

Gini index
a 39.7

School enro llment, primary (% gross)
b 1 06.0

Life expectancy at birth, years
b 77.8

(a) M ost recent value (2019), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
The COVID-19 outbreak put an end to Uru-
guay’s longest consecutive economic growth 
and poverty reduction period that had last-
ed for 17 years. In this period, the country’s 
strong institutions were buttressed by pru-
dent macroeconomic and fiscal management 
and trade diversification. Along with favor-
able external conditions, this generated 
substantial gains in economic growth and 
inclusion. In the process, the country 
achieved high-income status and its debt 
was classified as investment grade. Over 
time, the growth engines however began 
showing signs of exhaustion, with an aver-
age annual GDP growth rate of 0.9 percent 
since 2015 and a slowdown in poverty re-
duction. This trend brought GDP growth 
practically to a halt in 2019. 
Uruguay’s relatively effective handling of 
the pandemic did not prevent a sharp 
economic contraction in 2020. An effective 
containment strategy and the social safety 
net reinforced by emergency measures 
initially kept contagion under control, 
limited the economic impact on the most 
vulnerable, and allowed for a gradual 
reopening and economic recovery. In No-
vember, following an increase in COVID-
19 cases, the Government closed borders 
to foreign tourism, a key driver of eco-
nomic activity in the summer season. GDP 
fell an estimated 5.8 percent in 2020, larger 
than originally envisioned, but still among 
the mildest in the region. 

The COVID-19 shock postponed the Gov-
ernment’s immediate fiscal consolidation 
plans, seen as a precondition to increase 
potential growth. Yet, the Government 
advanced reforms to tackle long-standing 
structural growth bottlenecks. Most sali-
ent reforms are reflected in the Urgent 
Consideration Law, including the imple-
mentation of a fiscal rule, a plan to boost 
competitiveness that includes SOE reform, 
a call for a comprehensive pension reform, 
and a reform to the education system. The 
new Central Bank (CB) administration 
announced a new monetary framework, 
including a narrower inflation target 
range. Many of the details of these policies 
are still pending and the short-term out-
look for Uruguay is subject to considera-
ble risks, mainly tied to the evolution of 
the pandemic.  
 
 

Recent developments 
 
Economic activity fell sharply in the first 
half of 2020, led by sectors sensitive to 
social distancing, such as hospitality and 
retail. The CB issued new (rebased) na-
tional accounts, which resulted in higher 
GDP levels (9 percent on average for 2016-
2019), but lower growth for the last 3 
years (an average of -0.7pp per year). Ac-
cording to the new national accounts, 
GDP recovered 7.8 percent in 2020Q3 
(qoq) favored by regained mobility, but it 
was still 5.8 percent   below its previous 
peak. Acceleration in the spread of the 
pandemic in 2020Q4 and renewed con-
tainment measures buffered the prospects 

URUGUAY 

Despite a 5.8 percent GDP contraction in 

2020, Uruguay is poised for a rebound of 

over 3 percent in 2021 and 2022. While 

immediate fiscal consolidation plans were 

postponed, the Government’s commit-

ment to fiscal sustainability is reflected in 

the reduction of non COVID-19 expendi-

tures and the adoption of a fiscal rule. The 

country’s existing social safety net pro-

tected the most vulnerable from the eco-

nomic downturn, but risks lie on the 

downside, notably from the closing of 

borders to foreign tourism. 

FIGURE 1  Uruguay / Actual and projected primary and  

overall fiscal deficits 

FIGURE 2  Uruguay / Actual and projected poverty rates and 

real GDP per capita 

Sources: Ministry of Economy and Finance, Central Bank of Uruguay and     
World Bank staff calculations. 

Sources: World Bank. Notes: see Table 2. 

-3

-2

-1

0

1

2

3

4

5

6

2010 2012 2014 2016 2018 2020 2022

Primary fiscal deficit

Overall fiscal deficit

Percent of GDP Poverty rate (%) Real GDP per capita (LCU constant)

0

50000

100000

150000

200000

250000

0

5

10

15

20

2006 2008 2010 2012 2014 2016 2018 2020 2022

International poverty rate Lower middle-income pov. rate
Upper middle-income pov. rate Real GDP pc



143 MPO Apr 21 

of a stronger recovery. Yet, labor partici-
pation recovered to 61.3 percent in De-
cember (from 57.7 percent in April) and 
the employment rate increased from 52.1 
to 54.9 percent in the same period. 
The current account deteriorated due to 
investments in an ongoing US$3bn paper 
mill project (UPM 2) and related import 
demand, coupled with a sharp fall in ex-
ports. The initial depreciation of the peso 
triggered a temporary rise in inflation that 
subdued once the exchange rate stabi-
lized. Still, average inflation in 2020 
reached 9.8 percent, its highest record 
since 2003. The CB shifted its policy focus 
from monetary aggregates to the interest 
rate, announced a tighter monetary policy 
stance once growth resumes, and lowered 
the inflation target range to 3-6 percent. 
The COVID-19 shock postponed earlier 
plans for fiscal consolidation. The fiscal 
deficit grew from 3.9 percent of GDP in 
2019 to 5.5 percent of GDP in 2020, due to 
lower revenues and COVID-19-related 
expenditures. A real reduction in public 
wages and capital expenditures, and ex-
ceptional taxes raised on public-sector 
high earners, helped mitigate the fiscal 
gap and signaled Government’s continued 
commitment to fiscal prudence.  
The existing social protection system and 
the Government’s emergency measures 
mitigated COVID-19-related negative 

effects on labor income and welfare. Flexi-
bilization of the unemployment insurance 
scheme has prevented households in the 
middle of the distribution from falling 
into vulnerability. Welfare losses in the 
lower end of the distribution were partly 
contained by increases in the benefit 
amounts of existing transfers, and a new 
transfer targeting informal workers not 
covered by other programs. Overall, 
35,000 people are expected to have fallen 
under the international upper middle-
income poverty line (from 3.2 in 2019 to 
4.2 percent in 2020).  
 
 

Outlook 
 
The late COVID-19 flare-up and its effects 
on tourism lowered expectations of a 
strong economic recovery and empha-
sized the downside risks. However, the 
expected recovery in external demand 
conditions and domestic absorption re-
sults in a projected 3.4 percent GDP 
growth in 2021, with quarterly GDP reach-
ing its pre-pandemic level in late 2021. 
The UPM 2 project is expected to contrib-
ute significantly to GDP growth through 
2023, during construction and once opera-
tional.  It will contribute to a larger cur-
rent account deficit for the next two years, 

but is expected to boost exports starting in 
2023. GDP growth is expected to gradual-
ly converge down to 2.5 percent by 2023, 
by when a stronger anti-inflationary 
stance is expected to bring inflation down. 
The fiscal consolidation plan for 2021 in 
the quinquennial budget will be eased, 
given the deeper and longer than antici-
pated effects of the pandemic. Still, the 
fiscal deficit is expected to fall to 4 percent 
of GDP in 2021 and continue to improve 
going forward in the context of the newly 
enacted structural fiscal rule, based on the 
phasing out of COVID-19-related expendi-
tures, stronger economic growth, and effi-
ciency gains. A primary surplus is project-
ed in the forecast horizon. A pension re-
form, currently under discussion by a 
multi-party technical committee, will also 
shape the longer-term fiscal prospects.  
Despite a recovery in labor market perfor-
mance in 2020Q3, the tourism-season 
shock is expected to deteriorate employ-
ment conditions. Recovery dynamics in 
labor-intensive sectors that fell behind 
overall economic activity may contribute 
to increased vulnerability and inequality, 
and prevent poverty from returning to pre
-pandemic levels in 2021. Unemployment 
among women has been increasing since 
the onset of the pandemic and may con-
tinue this trend if difficult conditions in 
the hospitality industry persist.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 0.5 0.3 -5.8 3.4 3.1 2.5

Private Consumption 2.1 0.5 -5.6 2.4 2.1 1.4

Government Consumption 2.6 0.2 1.9 0.3 -0.4 0.6

Gross Fixed Capital Investment -9.0 -1.7 -0.3 5.3 5.6 5.6

Exports, Goods and Services -1.7 6.3 -13.0 11.1 7.9 3.3

Imports, Goods and Services 0.0 1.5 -5.9 8.5 5.6 1.5

Real GDP growth, at constant factor prices 0.4 0.6 -5.8 3.4 3.1 2.5

Agriculture 4.5 1.3 -5.8 4.0 3.1 2.5

Industry 5.8 -2.2 -6.0 4.5 3.9 2.0

Services -0.7 1.0 -5.8 3.2 3.0 2.6

Inflation (Consumer Price Index) 7.6 7.9 9.8 7.5 6.9 6.3

Current Account Balance (% of GDP) 0.0 0.9 -0.5 -1.4 -0.7 -0.6

Net Foreign Direct Investment (% of GDP) 4.4 4.5 5.4 5.6 4.9 4.8

Fiscal Balance (% of GDP)a -3.1 -3.9 -5.5 -4.0 -3.1 -2.4

Debt (% of GDP) 55.5 56.7 66.3 67.7 67.3 64.8

Primary Balance (% of GDP)a -0.6 -1.7 -2.9 -1.3 -0.4 0.2

International poverty rate ($1.9 in 2011 PPP)b,c 0.1 0.1 0.1 0.1 0.1 0.1

Lower middle-income poverty rate ($3.2 in 2011 PPP)b,c 0.4 0.5 0.6 0.5 0.4 0.3

Upper middle-income poverty rate ($5.5 in 2011 PPP)b,c 3.0 3.2 4.2 3.5 3.0 2.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Non-Financial Public Sector. Excluding revenues associated with the “ cincuentones” . 

(b) Calculations based on SEDLAC harmonization, using 2013-ECH,  2018-ECH, and  2019-ECH.Actual data: 2019. Nowcast: 2020. Forecast are from 2021 to 2023.

(c) Projection using point-to-point elasticity (2013-2018)   with pass-through = 1 based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 44.1

GDP, current US$ billion 1 44.9

GDP per capita, current US$ 3286.7

National poverty rate
a 5.5

International poverty rate ($1.9)
a 0.4

Lower middle-income poverty rate ($3.2)
a 3.7

Gini index
a 27.6

School enro llment, primary (% gross)
b 1 07.3

Life expectancy at birth, years
b 76.7

(a) M ost recent value (2011).

(b) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Algeria’s economic performance is declin-
ing due to stagnating hydrocarbon pro-
duction and a winded public sector-led 
model. Average annual real GDP growth 
reached 3.3 percent between 2010 and 
2016, before falling to 1.1 percent after 
2017, leading to negative GDP per capita 
growth. The hydrocarbon sector shrank 
by 2.1 percent yearly since 2010 due to 
declining investments, with the rise in 
domestic consumption leading to a 2.8 
percent yearly fall in export volumes. 
This, combined with the decline in inter-
national oil prices, resulted in the current 
account and overall budget deficits aver-
aging 13 percent and 11 percent of GDP, 
respectively, since the 2014 oil shock. Real 
public spending has since stagnated, and 
the pace of growth of nonhydrocarbon 
sectors has slowed down. The transition to 
a private sector-led growth model is prov-
ing challenging, with private firms re-
maining small, of low productivity, large-
ly informal and confronted with signifi-
cant challenges such as a high regulatory 
burden, limited access to credit, a labor 
market skills gap and the omnipresence of 
state-owned enterprises.  
Amid the COVID-19 pandemic and con-
current crash in oil demand and prices, 
the Algerian economy is facing significant 
stress. The impact of lockdown measures  
has been broad-based, with the services 
and construction sectors, as well as sectors 

which are labor-intensive and concentrat-
ed in the informal segment, being partic-
ularly affected. Algeria’s borders have 
been closed for a year, and trade flows 
have declined sharply. Meanwhile, the 
abrupt fall in oil prices in February 2020 
and decline in hydrocarbon exports have 
taken a heavy toll on fiscal and external 
revenues. In March 2021, lockdown 
measures remain in place, but the vac-
cination campaign has started, with mod-
est vaccine deliveries in January. The 
government has adopted the Socio-
Economic Recovery Plan in 2020, which 
lays out a structural reform agenda to 
foster the transition towards a sustaina-
ble, private-led growth model. While 
numerous reforms have been announced, 
there remains high uncertainty surround-
ing their implementation.  
 
 

Recent developments 
 
Amid COVID-19 containment measures 
and a contraction in hydrocarbon output, 
real GDP is expected to have contracted 
by 5.5 percent in 2020. The hydrocarbon 
sector is expected to have declined by 8.5 
percent, led by a sharp fall in crude oil 
production, to below Algeria’s OPEC pro-
duction quota. Although complete nation-
al accounts data beyond Q1-2020 remain 
unavailable, non-hydrocarbon GDP is 
expected to have fallen by 4.4 percent in 
2020. After moderate declines in Q1, the 
contraction in production, consumption 
and investment worsened in Q2. The sec-
tors related to services were significantly 

ALGERIA 

The Algerian economy contracted sharp-

ly in 2020 due to measures to contain the 

pandemic and a significant fall in hydro-

carbon production, contributing to a 

major deterioration of the twin deficits. 

Swift lockdown measures have helped 

contain the pandemic, while the vaccina-

tion campaign was launched in January. 

To support the recovery, authorities have 

announced a longstanding economic 

reform effort to transition to a private 

sector-led economic model, reduce severe 

macroeconomic imbalances and protect 

the livelihoods of Algerians. 

FIGURE 1  Algeria / Real GDP growth and contributions to 

real GDP growth 

FIGURE 2  Algeria / Twin deficits and international reserves  

Sources: Algerian authorities, World Bank staff estimates. Sources: Algerian authorities, World Bank staff estimates. 
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impacted, as were industrial and construc-
tion activities, in line with the fall in in-
vestments. The economic contraction is 
expected to have extended to the second 
semester, with lockdown measures still in 
place. Despite the lack of recent estimates, 
poverty is expected to have risen in 2020 
due to falling growth and employment, 
although inflationary pressures have re-
mained contained. 
Due to volume and price effects, exports 
fell by 37 percent in 2020, despite a mod-
erate exchange rate depreciation. During 
the first eleven months of 2020, imports 
have declined by 18 percent y-o-y, with a 
pronounced contraction in machinery and 
equipment imports. The current account 
deficit is expected to have increased to 
14.4 percent of GDP, and international 
reserves fell by 24 percent, to around 12.8 
months of imports. 
On the fiscal front, tax revenues have de-
clined in H1-2020 compared to H1-2019, 
compounding the sharp fall in hydrocar-
bon budget revenues. Public spending 
remained unchanged, as the increase in 
current expenditure counterbalanced the 
fall in investment. Off-budget Treasury 
interventions, however, had already 
reached 4 percent of GDP by midyear, in 
the context of increased support to public 
banks and SOEs. To finance an overall 
budget deficit expected at 16.4 percent of 

GDP, significant liquidity was drawn 
from SOEs, contributing to a fall in bank-
ing liquidity despite a significant easing of 
prudential ratio.  Such liabilities are ex-
cluded from official public debt, which 
therefore recorded a moderate increase, 
and remains on very favorable terms. 
 
 

Outlook 
 
A slow pace of economic recovery is ex-
pected for 2021 and 2022, amid large uncer-
tainties as to the duration of the sanitary 
and economic crises. To date, the pace of the 
vaccination campaign suggests that partial 
containment measures could remain in 
place until 2022. Falling employment and 
firm revenues, and low consumer and busi-
ness confidence, could limit private con-
sumption and investment. The planned 
increase in public investment will support 
growth, although project costs will increase, 
in line with import prices. Hydrocarbon 
production and exports are expected to 
recover, supported by higher global de-
mand and oil prices, but the partial recov-
ery in imports will limit the reduction in the 
current account deficit. The overall budget 
deficit should remain elevated in 2021 and 
2022 despite a recovery in hydrocarbon 
revenues, as public spending and realized 

contingent liabilities from public banks 
exposed to struggling SOEs increase. 
Further exchange rate depreciation and 
monetary financing are expected, to ad-
dress high financing requirements. Im-
ported inflationary pressures will mount 
and, combined with economic activity 
and employment remaining below the 
economic potential, poverty reduction 
will remain elusive. 
Uncertainties surrounding the pace of the 
global and domestic recovery and domes-
tic reform implementation, remain high. 
The spread of new variants of COVID-19 
could limit the effectiveness of the vac-
cination campaign, and delay the global 
and domestic economic recovery, thereby 
leading to depressed external demand for 
international travel and Algerian exports. 
Lower-than-expected hydrocarbon prices 
would increase the twin deficits, while 
meeting the large budget financing re-
quirements may adversely impact bank-
ing liquidity and undermine recovery 
efforts. With foreign exchange reserves 
expected to cover three months of imports 
by end-2022, the risk of a disorderly ex-
change rate adjustment has increased. 
Amid a volatile economic environment 
and recovered oil prices, insufficient pro-
gress in implementing decisive economic 
reforms to foster private sector activity 
would hinder the recovery.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 1.2 0.8 -5.5 3.6 2.3 1.6

Private Consumption 2.8 2.1 -5.5 5.2 2.8 1.7

Government Consumption 2.3 1.9 1.3 -0.2 -2.9 -0.5

Gross Fixed Capital Investment 3.1 1.0 -15.9 8.0 6.4 2.9

Exports, Goods and Services -3.7 -6.1 -11.1 7.4 1.2 1.0

Imports, Goods and Services -3.6 -6.9 -19.7 12.3 2.4 0.5

Real GDP growth, at constant factor prices 1.5 1.0 -5.5 3.6 2.3 1.7

Agriculture 3.5 2.7 1.6 1.6 1.5 1.4

Industry -2.6 -1.7 -7.3 5.1 1.9 1.7

Services 5.6 3.3 -5.3 2.7 2.9 1.7

Inflation (Consumer Price Index) 3.5 2.3 2.1 3.9 4.1 4.0

Current Account Balance (% of GDP) -9.5 -10.0 -14.4 -12.1 -11.4 -11.3

Fiscal Balance (% of GDP) -6.8 -9.6 -16.4 -12.1 -10.0 -8.8

Debt (% of GDP) 37.6 45.6 51.4 56.1 60.5 65.3

Primary Balance (% of GDP) -6.3 -9.0 -15.7 -11.6 -9.4 -8.3

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
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Key conditions and 
challenges 
 
The COVID-19 crisis and ensuing oil price 
slump have highlighted the vulnerability 
of the country’s over-reliance on oil ex-
ports for non-oil growth and fiscal reve-
nues. Even prior to the pandemic, lower 
oil prices since 2014 have generated siza-
ble fiscal and external imbalances and 
resulted in large financing needs and bor-
rowing costs. The authorities responded 
by announcing Fiscal Balance Program 
(FBP) in 2018 supported by US$10 billion 
commitment from GCC peers, 
which aims to achieve a balanced budget 
by 2022. While fiscal reforms under the 
FBP helped to narrow the fiscal deficit 
prior to COVID-19, protracted low oil 
prices and large off-budgetary spending 
kept the fiscal deficit over 9 percent of 
GDP in 2019. Lingering fiscal deficits led 
to rapid debt accumulation that exceeded 
100 percent of the GDP in 2019 and is ex-
pected to rise in the coming years with 
sizable gross financing needs. 
This difficult macro-fiscal situation was 
significantly worsened by the hit of lower 
oil prices and the health and economic 
fallout of COVID-19. The government 
responded quickly to deliver liquidity 
support to sectors and households affect-
ed by lockdowns and more recently with 
brisk access to vaccination to limit the 
spread of the virus. However, the fiscal 
and monetary stimulus package of head-
line size over BHD4.5 billion (36 percent 

of GDP) introduced cumulatively in 
March and July 2020 to mitigate the im-
pact of the pandemic put additional pres-
sure on an already precarious fiscal posi-
tion, and will make the pre-pandemic FBP 
targets more difficult to achieve on time.  
The shocks underscore the importance of 
accelerating key reforms envisaged under 
FBP, including reduction of the twin defi-
cits to ensure debt sustainability and ease 
pressures on reserves. Meanwhile, reforms 
to address the weak fiscal position and lift 
the growth will be challenging given the 
government’s generous subsidy system 
amidst limited financial resources, large 
public debt and bulky gross financing 
needs. While Bahrain is rapidly rolling out 
vaccines, the services-based non-oil sector 
will face a balancing act between resump-
tion of travel and containment of the virus, 
especially new variants. The dynamism in 
diversification has come from Bahrain’s 
footholds in global innovator services and 
labor-intensive tradable services, but these 
are areas in which other countries are 
putting considerable effort and compara-
tive advantage can be eroded quickly.  
 
 

Recent developments 
 
Faced with this multifarious crisis, the 
economy is estimated to have contracted by 
5.4 percent in 2020 weighed down by sharp 
8 percent (y/y) contraction in non-oil econo-
my, mainly that related to the all-important 
services and tourism. Oil GDP saw a 2.0 
percent decline as oil production remained 
capped by the OPEC+ cut agreement. 

BAHRAIN 

Significant disruptions related to 

COVID-19 compounded by sharp fall in 

oil prices weighed heavily on Bahrain’s 

economy in 2020. Fiscal and external 

deficits worsened, reversing the narrow-

ing path observed in 2019. Widespread 

access to the vaccine, higher oil prices, 

and commitment to implement policies 

under the Fiscal Balance Program, par-

ticularly those pertaining to tackling 

budget rigidities and providing fiscal 

support to the most vulnerable, will 

improve the outlook. Downside risks 

arise from further resurgence of COVID

-19 outbreaks, volatility in hydrocarbon 

prices, and delays in fiscal reforms. 

FIGURE 1  Bahrain / Real annual GDP growth FIGURE 2  Bahrain / General government operations 

Sources: Bahrain authorities, World Bank; and IMF staff projections. Sources: Bahrain authorities, World Bank; and IMF staff projections. 

Table 1 2020

Population, million 1 .7

GDP, current US$ billion 33.3

GDP per capita, current US$ 1 9589.5

School enro llment, primary (% gross)
a 98.0

Life expectancy at birth, years
a 77.2

(a) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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Weak consumer demand led to 2.6 percent 
(y/y) deflation in 2020. 
The unprecedented fiscal and monetary 
mitigation measures introduced to lessen 
the fallout brought by COVID-19, along 
with the sharp plunge in oil prices and 
the concomitant constrained oil produc-
tion capacity have rapidly widened the 
overall fiscal deficit to over 17 percent of 
GDP, reversing the narrowing path ob-
served in 2019. The public debt-to-GDP 
ratio is estimated to have reached 133 
percent in 2020, reflecting the highly 
strained fiscal position; financing needs 
are correspondingly sizable.  
The current account deficit is estimated 
to have worsened from 2.1 percent of 
GDP in 2019 to more than 9 percent of 
GDP in 2020 primarily due to a sharp 
decline in oil exports, which accounts for 
over 55 percent of total exports (2019). 
Foreign reserves are estimated to have 
declined to almost 1.4 months of non-oil 
imports at end-2020. 
Poverty data is sparse. The most recent 
labor data available for Bahrain corre-
sponds to the second quarter of 2019. Ac-
cording to the Labor Market Regulatory 
Authority (LMRA), foreign workers ac-
counted for 80 percent of the country's total 
employment. The number of employed 

Bahrainis had been falling prior to the 
pandemic (2019 Q2 compared to 2018). 
Similarly, median monthly wages among 
Bahrainis fell 1.1 percent between the sec-
ond quarter of 2018 and 2019.  
 
 

Outlook 
 
The outlook for Bahrain’s hinges on the 
uncertainty related to the pandemic, the 
effectiveness of the vaccine, evolution of 
global oil markets and the reforms process. 
Economic growth is expected to gradually 
rebound to 3.3 percent in 2021, under-
pinned by the rebound in non-oil activity 
as rapid rollout of the vaccine will boost 
the sectors most impacted by the pandem-
ic. Growth is projected to remain modest at 
an average of 3 percent over the medium 
term as fiscal austerity measures will act as 
a headwind to post-pandemic catch-up. 
In the absence of structural reforms, the 
fiscal deficit is projected to remain sizable 
at 11 percent of GDP in 2021 amidst mod-
est recovery in oil prices. In the aftermath 
of the pandemic, steadfast fiscal reforms 
and better-targeted subsidies under the 
FBP, accompanied with development of 
new oil and gas resources will gradually 

narrow the fiscal deficit. However, debt to
-GDP ratio is expected to increase to over 
133 percent in 2021, and to remain elevat-
ed in the forecast period implying still 
large financing needs. Large current ac-
count deficits are likely to persist in 2021-
23 albeit at slightly moderated levels 
thanks of modest oil price gains.  
Key risks to the outlook arise from the 
possibility of recurring COVID-19 out-
breaks that could force retightening of 
containment measures and harm the non
-oil growth prospects. A further down-
turn in hydrocarbon prices (e.g. if global 
supply gets too far ahead of demand 
recovery) will limit fiscal space to absorb 
further shocks. 
The COVID-19 pandemic and the 
measures to mitigate the outbreak had a 
negative impact in sectors such as tourism 
and services, that are important sources of 
employment and diversification. The re-
covery of the labor market will depend on 
the speed of the rollout of the vaccine not 
only domestically but, in the case of tour-
ism, in Saudi Arabia and other large mar-
kets that are traditional sources of busi-
ness and leisure travel to Bahrain. These 
countries are also augmenting their home-
grown portfolio of services sectors that 
increasingly compete with Bahrain. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 2.0 1.9 -5.4 3.3 3.2 3.2

Private Consumption 1.4 -1.0 -4.0 3.9 2.9 2.7

Government Consumption 1.8 -1.5 6.5 3.3 1.4 1.2

Gross Fixed Capital Investment 9.5 1.4 -6.8 2.3 4.4 4.5

Exports, Goods and Services 3.3 0.4 -10.4 5.0 5.5 5.7

Imports, Goods and Services 5.7 -5.5 -10.0 6.0 4.2 3.4

Real GDP growth, at constant factor prices 2.0 1.9 -5.4 3.3 3.2 3.2

Agriculture 3.8 -1.0 0.8 1.5 1.6 1.5

Industry 0.2 2.3 -4.8 2.5 3.0 3.7

Services 3.3 1.6 -5.9 3.8 3.4 2.8

Inflation (Consumer Price Index) 2.1 1.0 -2.6 2.5 2.3 2.2

Current Account Balance (% of GDP) -6.6 -2.2 -9.6 -6.9 -4.6 -3.5

Net Foreign Direct Investment (% of GDP) 3.7 3.0 1.1 1.3 1.9 2.6

Fiscal Balance (% of GDP) -11.9 -9.3 -17.6 -11.7 -9.4 -7.0

Primary Balance (% of GDP) -7.5 -4.8 -12.6 -6.9 -4.7 -2.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
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Table 1 2020

Population, million 1 .0

GDP, current US$ billion 3.4

GDP per capita, current US$ 3425.5

International poverty rate ($1.9)
a 1 7.0

Lower middle-income poverty rate ($3.2)
a 39.8

National poverty rate
a 21 .1

Gini index
a 41 .6

School enro llment, primary (% gross)
b 73.8

Life expectancy at birth, years
b 66.6

(a) M ost recent value (2017), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
As a small state with a population of less 
than one million, Djibouti has leveraged 
its strategic location at the southern en-
trance to the Red Sea, along some of the 
world's busiest shipping lanes. Djibouti 
also plays an important security role in 
the Horn of Africa, hosting several mili-
tary bases for foreign countries with forces 
supporting global anti-piracy efforts in-
cluding France, the United States and 
NATO. It also hosts refugees from Yemen 
and Somalia as well as asylum seekers 
from Ethiopia who are fleeing political 
crises and natural disasters. 
Over the past decade, Djibouti economy 
grew rapidly by over 6 percent per year, on 
average, driven by externally-financed, 
large-scale investment in transport and port 
infrastructure, to make the most out of its 
strategic location and deep-water port to 
serve as key regional refueling, trade and 
transshipment center. The economic expan-
sion of Ethiopia, the largest landlocked 
neighbor, has also fueled Djibouti’s growth 
by stimulating trade and logistic activities, 
most notably through re-exports by Ethiopi-
an companies in the free zones. However, 
the development strategy based on sizable 
investments has come at the cost of rising 
debt vulnerabilities. Djibouti’s public and 
publicly guaranteed debt rose sharply from 
37.5 percent of GDP in 2010 to peak at about 
72 percent in 2017. The country is assessed 

at high risk of external debt distress. The 
repayment burden of its fast-maturing 
debts has limited the fiscal space for much-
needed spending in social sectors. 
Rapid growth has allowed Djibouti to 
acquire a lower-middle income status, but 
poverty, while declining overall, remains 
a major problem. Due to its arid climatic 
conditions, Djibouti’s agriculture sector 
has very limited potential to create em-
ployment and feed the population. In 
2017, an estimated 39 percent of the popu-
lation lived below the lower-middle in-
come poverty line (US$3.2 per day) and 17 
percent in extreme poverty (below the 
international poverty line of US$1.9 per 
day). Heavy reliance on food imports is a 
key vulnerability for the country.  
 
 

Recent developments 
 
Djibouti weathered the Covid-19 crisis 
relatively well. Despite a sharp fall, GDP 
growth remained positive at 0.5 percent in 
2020, as a recovery of key domestic mar-
ket-oriented sectors (construction, trade 
and energy) and strong economic activity 
in Ethiopia boosted re-export activities 
and transportation and logistics services 
in the latter half of the year. Inflation re-
mained low at 1.8 percent in 2020, down 
from 3.3 percent in 2019. 
The fiscal deficit rose to an estimated 1.7 
percent of GDP in 2020 from 0.5 percent in 
2019. The deterioration of the fiscal posi-
tion was less than initially expected. Alt-
hough revenue declined, COVID-related 

DJIBOUTI 

Djibouti’s economy weathered the initial 

impact of the pandemic well, averting a 

contraction. Output expanded by 0.5 per-

cent in 2020, driven by buoyant free zone re

-exports and exports of transportation, lo-

gistics, and telecommunication services to 

and from Ethiopia in the latter half of the 

year. Yet, extreme poverty increased slightly 

to 14.7 percent in 2020. Djibouti’s growth 

prospects, while favorable, depends critically 

on Ethiopia’s political and economic condi-

tions. High global food prices raise concern 

about Djibouti’s food security.  

FIGURE 1  Djibouti / Real GDP growth, fiscal, and current 

account balances 

FIGURE 2  Djibouti / Actual and projected poverty rates and 

real GDP per capita 

Sources: Government of Djibouti and World Bank staff projections. Sources: World Bank. Notes: see Table 2. 
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spending increases—hiring of doctors and 
other medical staff, food vouchers for vul-
nerable household and support to strug-
gling firms—were more than compen-
sated for by the delays in the execution of 
ongoing and new investment projects. The 
participation in the G-20 debt service sus-
pension initiative (DSSI) has also provid-
ed Djibouti valuable fiscal space to absorb 
the fiscal impact of COVID-19. Revenue 
performance improved in the latter half of 
2020, owing to buoyant customs and di-
rect tax revenues. The lease of land used 
as military bases by foreign armed forces 
also provided a stable source of nontax 
revenue. The deficit was financed by con-
cessional borrowing, pushing up public 
debt to 70 percent of GDP in 2020, from 
66.9 percent in 2019. 
The current account surplus, including the 
free zones, rose sharply, due to robust 
exports and a compression of imports, 
especially of capital goods. Strong foreign 
direct investment, IMF Rapid Credit Facil-
ity and other disbursing budget support 
increased reserves from 3.7 months of 
imports in 2019 to 4.6 months in 2020, 
resulting in the currency board arrange-
ment coverage of 105 percent, well above 
the minimum required. The banking sec-
tor remained stable and sound and in am-
ple liquidity with a solvency ratio of 14.2 

percent in September 2020, a ratio of non-
performing loans to gross loans down by 
more than 2 points compared to the previ-
ous year, and a provisioning rate of NPL 
of 78 percent.  
The poverty rate increased modestly from 
14.4 percent in 2019 to 14.7 percent 
(international poverty rate). In July 2020, 
phone surveys revealed that 19 percent of 
urban households’ breadwinners had lost 
their jobs largely due to the pandemic. 
Nonetheless, subsequent surveys showed 
that employment has been trending back 
to its pre-COVID levels. The phone sur-
veys also showed that 12 percent of the 
households are severely food insecure, 
while 27 percent are moderately insecure, 
according to the Household Food Insecu-
rity Access Scale, and that poorer house-
holds contended with more severe food 
security challenges. 
 
 

Outlook 
 
The medium-term outlook is positive. 
Output growth is set to reach 5.5 percent 
in 2021 and average 6.1 percent a year 
over 2022-23, as a recovery of global trade 
would drive re-exports and demand for 
Djibouti’s transshipment, logistics, and 

telecommunication services. The resump-
tion of infrastructure projects, such as the 
construction of a ship repair yard, is also 
expected to support non-trade growth and 
create jobs, while further increasing Dji-
bouti’s competitive advantage as a region-
al trade and logistic hub in the medium 
run. The current account will likely slip 
into a deficit in 2021-22, reflecting a surge 
in capital goods imports for infrastructure 
projects. A return to fiscal consolidation is 
not expected in the near future, as the 
authorities recently announced additional 
targeted measures to support businesses 
and households, including a halving of 
the minimum flat-rate tax and tax exemp-
tions to the ICT, transport and tourism 
sectors. The fiscal deficit would start nar-
rowing in 2023, provided that the Covid-
related fiscal measures are phased out. 
There is considerable uncertainty sur-
rounding the economic outlook. Given its 
heavy reliance on trade, Djibouti’s econo-
my is vulnerable to the global economic 
conditions. In particular, a potential eco-
nomic and political deterioration in Ethio-
pia would have knock-on effects on Dji-
bouti’s growth. Given the country’s reli-
ance on food imports, persistently high 
global food prices are a cause of concern, 
as they were during the global financial 
crisis in 2008-09.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 8.4 7.8 0.5 5.5 6.0 6.2

Private Consumption 4.8 5.0 -5.0 4.9 4.9 4.9

Government Consumption 1.9 -0.5 -2.1 -0.5 3.5 -2.3

Gross Fixed Capital Investment -30.8 26.4 -37.2 3.9 2.9 12.1

Exports, Goods and Services 10.3 12.9 7.5 5.5 6.0 6.0

Imports, Goods and Services -15.3 13.9 -0.5 4.8 5.5 5.5

Real GDP growth, at constant factor prices 8.8 7.2 0.5 5.5 6.0 6.2

Agriculture 15.3 0.7 3.5 3.5 3.5 3.5

Industry 45.3 9.4 2.0 5.0 8.2 8.2

Services 3.0 6.8 0.1 5.6 5.5 5.8

Inflation (Consumer Price Index) -0.1 3.3 1.8 2.0 2.0 2.0

Current Account Balance (% of GDP) 14.2 14.9 18.2 -1.7 -0.9 4.5

Fiscal Balance (% of GDP) -2.8 -0.5 -1.7 -1.9 -1.6 -1.4

Debt (% of GDP) 69.9 66.9 70.0 67.7 64.5 62.1

Primary Balance (% of GDP) -1.6 0.8 -0.4 -0.4 -0.1 -0.1

International poverty rate ($1.9 in 2011 PPP)a,b 15.6 14.4 14.7 14.0 13.5 12.3

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 37.1 35.0 35.3 34.0 32.0 30.5

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 67.7 65.3 65.8 64.5 62.7 61.0

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 2017-EDAM .Actual data: 2017. Nowcast: 2018-2020. Forecast are from 2021 to 2023.

(b) Projection using neutral distribution (2017)  with pass-through = 0.7  based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 1 02.3

GDP, current US$ billion 360.6

GDP per capita, current US$ 3523.7

Lower middle-income poverty rate ($3.2)
a 28.9

National poverty rate
a 32.5

Gini index
a 31 .5

School enro llment, primary (% gross)
b 1 06.4

Life expectancy at birth, years
b 71 .8

(a) M ost recent value (2017), 2011 PPPs.

(b) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 

 
Egypt’s macroeconomic reforms helped 
stabilize the economy in recent years and 
allowed the country to enter the COVID-
19 crisis with improved fiscal accounts 
and a relatively ample level of foreign 
reserves. Energy sector reforms helped 
boost electricity supply and gas exports, 
opened up the energy market for private 
activity, especially in renewables. Howev-
er, the adverse repercussions of the pan-
demic undermined the recent progress 
and shed light on long-standing challeng-
es. These include the sluggish non-oil pri-
vate sector activity, underperforming ex-
ports and FDI, the elevated government 
debt-to-GDP ratio (despite recent signifi-
cant reduction), below-potential revenue-
mobilization and the unfavorable budget 
structure, with limited allocations to 
health and education.  
Social conditions remain difficult, as 
around 30 percent of the population con-
tinued to live below the national poverty 
line (according to the household survey 
results for October 2019—March 2020). 
The adverse impact of the pandemic on 
economic activity and incomes thus war-
rants an intensification of poverty-
reduction efforts. Egypt has been strength-
ening social protection, and has expanded 
existing programs and introduced tempo-
rary mitigation measures at the outset of 
the COVID-19 crisis, notably targeting 
irregular workers.  

Pre-pandemic growth was not poverty-
reducing. Therefore, beyond important 
social protection measures, lifting living 
standards will require boosting job-
creation and shifting the economy to-
wards higher value-added activities and 
private sector-led growth. Key precondi-
tions for a strong recovery include step-
ping-up efforts to contain the pandemic, 
maintaining macroeconomic stability, 
investing in education and health and 
enhancing social protection. Further, im-
proving governance and reinforcing the 
role of the State in its policy-making and 
regulatory functions will be crucial to es-
tablish the level-playing-field that would 
enable the private sector to thrive and 
unleash its competitive potential to create 
better earning opportunities for the young 
and large population.  
 
 

Recent developments 
 
Growth inched up in Q1- and Q2-
FY2020/21 (July-September 2020 and Oc-
tober-December 2020) after easing of 
COVID-19-related restrictions, but re-
mained low at 0.7 percent and 2 percent, 
respectively (up from a contraction of 
1.7 percent in Q4-FY2019/20). Unemploy-
ment also declined to 7.2 percent by Q2-
FY2020/21 (after spiking at 9.6 percent six 
months earlier), with the gradual re-
sumption of economic activity, and the 
continuation of megaprojects throughout 
the crisis. Both labor force participation 
and employment rates rebounded from 
their large (short-lived) dip, although 

ARAB REPUBLIC 
OF EGYPT 

FIGURE 1  Arab Republic of Egypt / Real GDP growth and    
contributions to real GDP growth 

FIGURE 2  Arab Republic of Egypt / Labor force participation 
and employment rates  

Sources: Ministry of Planning and Economic Development and WB staff calculations. Sources: Central Agency for Public Mobilization and Statistics. 

Economic activity and employment started 

resuming, yet the resurgence in COVID-19 

cases is clouding the nascent economic up-

tick. Pressures arise from the severely 

affected foreign income sources (tourism, 

goods exports, FDI) but remittances, port-

folio inflows and external financing contin-

ue to support international reserves. Be-

sides pandemic-containment efforts, push-

ing ahead with macro-fiscal and structural 

reforms, strengthening social protection 

and advancing the human capital agenda 

will be crucial for a strong recovery.  
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remaining below-potential at 43.5 percent 
and 40.4 percent of the working-age pop-
ulation. Key exposed sectors, such as 
tourism, manufacturing, the Suez Canal 
and oil and gas extractives continue to be 
impacted by travel restrictions, the slump 
in demand and disruptions to domestic 
and global  supply chains and trade.   
The Central Bank of Egypt cut key policy 
rates by 400 basis points cumulatively 
between March and November 2020, to 
lower the cost of access to credit for indi-
viduals and businesses and enable gov-
ernment domestic borrowing at more fa-
vorable terms during the crisis. This mon-
etary expansion was facilitated by the 
subdued inflation, which averaged 
5.7 percent during FY2019/20 and contin-
ued to decline thereafter, averaging 
4.5 percent during the first half of 
FY2020/21. Private credit (32 percent of 
total domestic credit) also accelerated with 
the monetary easing, but its share to GDP 
is yet to rise to its pre-2016 levels.  
International reserves remain relatively 
ample at US$40.2 billion in end-February 
2021 (covering above 7 months of mer-
chandise imports), despite the impact of 
COVID-19 on tourism, Suez Canal reve-
nues, and goods export. Although still 
below their pre-crisis peak of US$45.5 
billion, international reserves were bol-
stered by remittances, rebounding portfo-
lio inflows, and the external financing that 

Egypt mobilized, Eurobond issuances, 
and an innovative sovereign Green-bond.  
 
 

Outlook 
 
Growth is forecast to decline from 
3.6 percent in FY2019/20 to 2.3 percent in 
FY2020/21, in light of the ongoing effect 
of the pandemic, and the renewed surge 
in the COVID-19 cases, as well as the 
slow vaccine roll-out domestically and 
abroad. Private consumption is expected 
to be partially supported by remittance 
inflows, expanded social protection, low-
er inflation (favorable for households’ pur-
chasing power) as well as monetary eas-
ing. Pre-pandemic labor markets trends, 
such as the fall of real earnings and the 
rise of informality, are now compounded 
by the income losses due to COVID-19 
shock, especially among informal work-
ers. This can lead to an uptick in the 
poverty rate.  
If the vaccine is sufficiently deployed by 
early-2022, Egypt is expected to gradually 
regain growth momentum during 
FY2021/22—23, which still means that 
COVID-19 will have caused at least a 3-
year shortfall from pre-pandemic rates. A 
downside scenario for growth over the 
forecast horizon would happen if COVID-
vaccination becomes more protracted, or if 

disease variants cause renewed disrup-
tions. The current account deficit is fore-
cast to widen from 3.1 percent of GDP in 
FY2019/20 to 3.4 percent in FY2020/21 
(mainly on the back of a drop in revenues 
from key services exports such as tourism 
and the Suez Canal) before narrowing 
gradually to around 2.7 percent of GDP 
over the medium term. The capital and 
financial account is projected to remain 
buoyed, mainly supported by portfolio 
inflows (including Eurobonds) and exter-
nal financing, although FDI inflows are 
projected to decline from 2.1 percent of 
GDP in FY2019/20 to around 1 percent of 
GDP in FY2020/21, amidst the global eco-
nomic slowdown and then gradually re-
cover over the medium-term.  
The overall budget deficit is forecast to 
increase from 8 percent of GDP in 
FY2019/20 to 8.2 percent of GDP in 
FY2020/21, with the uptick mainly driven 
by the projected increase in subsidies, 
social protection and public investment, 
whereas revenues are expected to remain 
sluggish. This would push the govern-
ment debt-to-GDP ratio upwards from 
87.5 percent at end-FY2019/20 to above 
90 percent of GDP by end-FY2020/21, be-
fore fiscal consolidation (mainly through 
domestic revenue mobilization) resumes 
over the medium-term, notably with the 
implementation of the recently-approved 
Medium-Term Revenue Strategy.  

TABLE 2  Arab Republic of Egypt / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 5.3 5.6 3.6 2.3 4.5 5.5

Private Consumption 1.0 1.0 7.3 2.9 3.0 4.1

Government Consumption 1.7 2.8 6.7 1.0 2.0 2.5

Gross Fixed Capital Investment 16.9 14.1 -20.9 -8.1 14.7 16.9

Exports, Goods and Services 31.6 -2.2 -21.7 -11.0 12.0 13.0

Imports, Goods and Services 10.6 -8.9 -17.9 -11.2 8.0 11.0

Real GDP growth, at constant factor prices 5.3 5.1 2.5 2.2 4.4 5.4

Agriculture 3.1 3.3 3.3 3.3 3.3 3.3

Industry 6.4 5.8 0.6 3.8 5.9 7.0

Services 5.1 5.1 3.6 1.0 3.7 4.8

Inflation (Consumer Price Index) 21.6 13.9 5.7 5.3 7.5 8.5

Current Account Balance (% of GDP) -2.4 -3.6 -3.0 -3.4 -2.8 -2.7

Net Foreign Direct Investment (% of GDP) 3.0 2.6 2.1 1.0 1.8 2.1

Fiscal Balance (% of GDP) -9.7 -8.1 -8.0 -8.2 -7.0 -6.6

Primary Balance (% of GDP) 0.1 1.9 1.8 1.0 1.8 1.8

International poverty rate ($1.9 in 2011 PPP)a,b 3.9 4.1 4.3 4.4 4.2

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 29.5 30.0 30.5 31.1 30.3

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.

Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 2017-HIECS.Actual data: 2017. Nowcast: 2018-2019. Forecast are from 2020 to 2022. Poverty rates prior to  2010 are based on a different

 consumption aggregate. 

(b) Projection using neutral distribution (2017)  with pass-through = 0.87  based on private consumption per capita in constant LCU. 
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Key conditions and 
challenges 

 
Over the last decade, bouts of GDP 
growth have been jobless and primarily 
driven by the oil sector. Real GDP has 
declined to the same level of a decade ago 
and the country failed to benefit from 
growth opportunities like periods of high 
oil prices (2010-2014) and a highly educat-
ed young population that could boost 
productivity. Job creation has fallen short 
of meeting labor supply and despite a 
persistent low labor market participation 
rate (44 percent average) the rate of un-
employment has been in the double dig-
its. Unemployment has been especially 
high among the youth, female, and the 
highly educated (23.7, 15.9 and 14.3, re-
spectively in Q4-2020). Despite some pro-
gress towards economic diversification, 
high public sector presence continues to 
inhibit job creation and capital formation 
by the private sector. 
Iran is grappling with the COVID-19 
health crisis. With more than 1.7 million 
cases and 61,000 deaths, as of mid-March 
2021, Iran remains the worst affected 
country in the Middle East and North 
Africa region. After stricter lockdown 
measures were announced in late-2020 
confirmed new cases remained stable and 
daily deaths fell below 100 persons. A 
gradual relaxation of measures raises the 
likelihood of a fourth wave of COVID-19 
cases. Vaccinations started in February 
2021 for 10,000 frontline medical workers, 

but full coverage of the 84 million popula-
tion will take time.  
COVID-19 and years of economic sanc-
tions amplify previous economic challeng-
es. The sharp decline in hydrocarbon reve-
nues since 2019/20 combined with the 
economic and health costs of the pandem-
ic resulted in a large burden on govern-
ment finances and amplified existing 
structural challenges. Inflation has re-
mained high since 2018/19 (36 percent 
YoY on average). The pandemic severely 
affected jobs and incomes in many labor-
intensive activities, including high-contact 
services and the informal sector. 
 
 

Recent developments 
 
Despite an initial COVID-19 induced 
shock to GDP, a strong rebound in mid-
2020 led to a modest economic expansion 
in 2020/211 . Iran’s GDP is now estimated 
to expand by 1.7 percent in 2020/21. The 
COVID-19 output loss since Feb 2020 was 
less pronounced than in other countries as 
Iran’s economy had already contracted by 
12 percent over the previous two years. 
The economic recovery in Q3 and Q4-2020 
was stronger than expected both in oil and 
non-oil sectors, which grew by 16 percent 
and 3.1 percent YoY, respectively. The 
increase in oil GDP vis-à-vis a decline in 
exports suggests that oil production was 
largely directed to domestic consumption 

IRAN, ISLAMIC 
REPUBLIC 

FIGURE 1  Islamic Republic of Iran / Real GDP growth and 
contributions to real GDP growth 

FIGURE 2  Islamic Republic of Iran / Inflation and parallel 
market ER  

Sources: CBI and World Bank staff calculations. Sources: CBI, SCI and World Bank staff calculations. 

Years of sanctions and the COVID-19 

pandemic have mounted pressures on the 

Iranian economy. Fiscal space remains 

constrained due to a decline in oil reve-

nues and the cost of COVID-19 mitiga-

tion measures, which caused a surge in 

government debt. Restricted access to 

foreign reserves due to US sanctions led 

to a sharp exchange rate depreciation, 

which in turn heightened inflation. Job 

losses through the pandemic and high 

inflation deteriorated welfare, particularly 

that of already vulnerable households.  

Table 1 2020

Population, million 84.0

GDP, current US$ billion 628.0

GDP per capita, current US$ 7472.9

Upper middle-income poverty rate ($5.5)
a 1 4.0

Gini index
a 42.0

School enro llment, primary (% gross)
b 1 1 0.7

Life expectancy at birth, years
b 76.5

(a) M ost recent value (2018), 2011 PPPs.

(b) WDI for School enrollment (2017); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

1/ The Iranian calendar year starts on March 21 of every 

year and ends on March 20 of the following year. 
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and storage in Q3 and Q4-2020. The non-
oil sector rebound was driven by the man-
ufacturing sector as the exchange rate 
depreciation made domestic production 
more price competitive. Discouragement 
from the labor market, reflected in lower 
economic participation, drove the unem-
ployment rate down to 9.4 percent in Q4-
2020, despite the employment level falling 
by over 1 million YoY.  
COVID-19 expenditures and plummeting 
oil revenues increased the fiscal deficit-to-
GDP ratio to its highest rate in decades. 
Government revenues in Apr-Dec 2020 
(9M-2020/21) were only 55 percent of the 
budget approved amount for the entire 
2020/21. Similarly, only 14 percent of the 
anticipated oil income materialized due 
to both lower oil export volumes and 
prices. Higher health and social assistance 
costs from the COVID-19 pandemic 
pushed total expenditures up by 28 per-
cent YoY. As such, the fiscal deficit is esti-
mated to increase to over 6 percent of 
GDP and public debt to surpass 50 per-
cent of GDP in 2020/21. The fiscal deficit 
in 9M-2020/21 was primarily financed 
through bond issuance (70 percent), fol-
lowed by sales of assets and withdrawals 
from strategic reserves.  
Inflationary pressures increased in 2020/21 
as the rial depreciated due to a limited 
foreign exchange supply and heightened 
economic uncertainty. Inflation resurged 
to over 48 percent (YoY) in February 2021. 

Since April 2020, the Iranian currency lost 
half of its value due to US sanctions on 
accessing reserves abroad. Hopes of sanc-
tions relief after the US elections led the 
rial to gain about 15 percent of its value. 
The exchange rate volatility and govern-
ment financing operations also had nega-
tive spillovers in the stock market.  
Recent economic developments have add-
ed stress on low-income households and 
stalled poverty reduction. Poverty in-
creased by 1 percentage point from 
2017/18 to 2018/19 reaching 14 percent, 
before the COVID-19 pandemic. The loss 
in household incomes through the pan-
demic and rising living costs due to infla-
tion are estimated to raise poverty by 20 
percentage points. A range of social pro-
tection measures have been introduced in 
response. While they partially compensate 
for the lost incomes, their real value will 
erode with continued high inflation. 
 
 

Outlook 
 
Iran’s economic outlook hinges on the 
evolution of the COVID-19 pandemic and 
the pace of global economic recovery. The 
GDP recovery is projected to be slow and 
gradual due to a slow vaccination rollout 
and weak demand from regional trading 
partners. Inflation is forecast to decrease 
but remain above 20 percent on average in 

the medium term. With limited fiscal 
space and high inflation, economic pres-
sures on poor households will continue. 
Better targeting of cash transfers can help 
reduce mitigation costs. 
In the absence of a pickup in oil revenues, 
the fiscal deficit is projected to remain 
high in the medium term. A slow econom-
ic recovery would translate into similarly 
slow growth in non-oil revenues. Higher 
reliance on bond issuance, especially in 
the form of short-term bonds, would in-
crease interest payment and amortizations 
costs. Further government debt issuance 
and sales of public assets could increase 
financial contagion risks in the stock mar-
ket and place additional stress on the un-
dercapitalized banking sector.  
Risks to Iran’s economic outlook relate to 
the recovery path from the pandemic and 
the prospects of geopolitical develop-
ments. The pace of vaccination (purchase 
and distribution), resurgence in the num-
ber of cases such as those from new 
COVID-19 strains, and subsequent lock-
down measures could weigh down on 
economic activity and prolong the acute 
phase of the crisis. The burden of further 
economic deterioration would be felt the 
most by the poor and vulnerable and in-
crease poverty. Upside risks relate to the 
possibility of partial sanctions relief 
which could boost economic activity, as 
the economy has chronically operated 
below potential capacity. 

TABLE 2  Islamic Republic of Iran / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018/19 2019/20 2020/21 e 2021/22 f 2022/23 f 2023/24 f

Real GDP growth, at constant market prices -6.0 -6.8 1.7 2.1 2.2 2.3

Private Consumption -2.6 -7.7 -1.1 2.2 2.0 2.0

Government Consumption -2.9 -6.0 2.3 3.2 1.8 1.5

Gross Fixed Capital Investment -12.3 -5.9 0.7 1.9 3.9 4.1

Exports, Goods and Services -12.5 -29.9 -12.2 4.0 4.0 4.3

Imports, Goods and Services -29.5 -38.1 -32.4 1.5 2.5 2.6

Real GDP growth, at constant factor prices -5.4 -6.5 1.6 2.1 2.2 2.3

Agriculture -0.9 8.8 4.0 4.0 4.2 4.2

Industry -11.0 -15.9 4.3 2.9 3.3 3.7

Services -0.7 -0.5 -0.7 1.2 1.0 0.8

Inflation (Consumer Price Index) 31.1 41.3 36.9 29.3 21.7 18.9

Current Account Balance (% of GDP) 5.9 0.6 -0.8 0.8 1.1 1.3

Net Foreign Direct Investment (% of GDP) 0.6

Fiscal Balance (% of GDP) -1.6 -3.7 -6.3 -6.7 -7.0 -7.0

Gross Public Debt (% of GDP) 38.5 47.9 50.3 52.1 54.7 57.4

Primary Balance (% of GDP) -1.3 -3.0 -5.3 -5.2 -5.0 -4.9

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
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Table 1 2020

Population, million 41 .5

GDP, current US$ billion 1 66.9

GDP per capita, current US$ 401 9.5

Lower middle-income poverty rate ($3.2)
a 1 4.8

Upper middle-income poverty rate ($5.5)
a 52.4

National poverty rate
a 22.5

Gini index
a 29.5

School enro llment, primary (% gross)
b 1 08.7

Life expectancy at birth, years
b 70.5

(a) M ost recent value (2012), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 

 
Oil price volatility and the pandemic have 
amplified Iraq’s economic woes, reversing 
two years of steady recovery. These twin 
shocks have deepened existing economic 
and social fragilities, which further added 
to public grievances that existed pre-
COVID-19. The absence of fiscal space has 
limited the ability of the Government of 
Iraq (GoI) to provide a stimulus to an 
economy highly dependent on oil exports 
for growth and fiscal revenues. As a re-
sult, the country experienced the largest 
contraction of its economy since 2003. 
These crises have also impacted the eco-
nomic welfare of Iraqi households, add-
ing further pressures on unemployment 
especially among informal workers and 
those in self-employment. Unemploy-
ment remained more than 10 percentage 
points higher than the pre-pandemic 
level. Limited fiscal space has impacted 
transfers, including the universal Public 
Distribution System and remittances, 
where the share of households receiving 
transfers dropped by more than 8 per-
centage points. The loss of household 
income and social assistance has in-
creased vulnerability to food insecurity. 
COVID-19 has also severely limited 
child learning as evidenced by the small 
proportion of students engaged in learn-
ing activities during school closure. 
These impacts coupled with reduced 
access to market and healthcare services 

undermine human capital accumulation 
and economic mobility.   
Recognizing the severity of the crisis, the 
GoI devised a national reform plan (the 
‘White Paper’) that sets out a blueprint of 
reforms to achieve sustainable medium-
term growth. The 2021 budget proposes 
measures aimed at boosting domestic rev-
enue mobilization and public financial 
management, as well as announcing an 
18.5 percent devaluation of the IQD 
against the USD. The ultimate success of 
reforms depends on political will and 
public support to implement the proposed 
measures and lead the country out of a 
long-standing fragility trap. Amid persis-
tently high perception of corruption and 
weak public service delivery, fiscal consol-
idation could give rise to social tensions 
and undermine reform implementation. 
Other priorities include limiting the 
spread of COVID-19 and ensuring a quick 
vaccine rollout to manage the economic 
fallout from the pandemic. 
 
 

Recent developments 
 
The twin shocks took a heavy toll on 
Iraq’s economy, with GDP (at factor cost) 
posting a contraction of 10.4 percent in 
2020. Growth was weighed down by de-
pressed global oil demand and adherence 
to OPEC+ production cuts agreement 
which led to a 17.6 percent contraction in 
oil GDP. The non-oil economy also under-
went a 9 percent contraction as COVID-19 
induced lockdown battered domestic de-
mand with religious tourism and services 

REPUBLIC OF 
IRAQ 

FIGURE 1  Republic of Iraq / Fiscal revenue, expenditures, 
and balance 

FIGURE 2  Republic of Iraq / Poverty head count rate 

Sources: Ministry of Finance; and World Bank staff projections.  Sources: World Bank staff estimates.  

COVID-19 repercussions and oil price vola-

tility are deepening Iraq’s economic woes. 

GDP contracted sharply in 2020 driven by 

a steep decline in oil production and non-oil 

output. Twin surpluses turned into large 

deficits in 2020 putting pressure on public 

debt and foreign currency reserves. Eco-

nomic outlook depends on oil market devel-

opments and reforms implementation. Key 

risks relate to deteriorating security situa-

tion, delayed vaccination rollout and set-

backs in oil markets, with severe conse-

quences on poverty and unemployment.   
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sectors suffering the most. Weak domestic 
demand and cheaper imported goods kept 
inflation pressures low with headline and 
core inflation only edging up to 0.6 and 
1.0 percent in 2020, respectively.  
Cuts in oil production exerted severe pres-
sures on government finances, with oil 
revenues—accounting for 92 percent of 
total revenue in 2019–falling by over 45.1 
percent in 2020. The GoI responded 
through cutting discretionary spending 
and slashing public investment. To deal 
with Budget rigidities, especially those 
linked to the public wage bill and pension, 
the GoI deferred the regularization of new 
entrants and contractual workers to 2021 
thus accruing wage arrears. Hence, the 1.4 
percent of GDP fiscal surplus in 2019 
turned into a 4.4 percent of GDP deficit in 
2020, raising gross budgetary financing 
needs to over 6.5 percent of GDP follow-
ing also a restructuring of domestic debt 
held by state-owned banks and central 
bank. This together with the higher value 
of foreign debt following IQD devaluation 
also caused central government debt-to-
GDP ratio to increase by 21 percentage 
points to 69.3 percent in 2020.  
Lower oil exports led to a worsening of 
the current account balance, which 
turned from a surplus in 2019 to a 12.9 
percent of GDP deficit in 2020. With net 
FDI flows at only US$3.2 billion and lim-
ited other foreign borrowing in 2020, CBI 

foreign currency reserves fell by almost 
US$13.6 billion to cover the gap. This 
brought reserves coverage to 9.6 months 
of imports by end-2020 despite a decline 
in imports.  
 
 

Outlook 
 
Iraq’s economic outlook hinges on the 
evolution of COVID-19, global oil mar-
kets prospects, and reforms implementa-
tion. The economy is forecast to gradually 
recover on the back of rising oil prices 
and OPEC+ production quotas. GDP 
growth is projected to rise to 1.9 percent 
in 2021 and 6.3 percent on average over 
the subsequent two years. Delays in vac-
cine rollout would lead to additional 
lockdowns, which in turn impact eco-
nomic activity. Non-oil GDP is forecast to 
recover in 2021, growing by 5.5 percent 
before converging to historical potential 
GDP growth trend in 2022-23. 
Economic recovery and mass vaccination 
will gradually reverse the surge in pov-
erty, projected by 7 to 14 percentage 
points rise at the national poverty line of 
IQD110,881 per person per month. The 
disproportional impact of the shock on 
the informal sector, dominated by the 
poor and vulnerable, will worsen inequal-
ity. The currency devaluation is estimated 

to push inflation to 8.5 percent in 2021 
due to limited capacity for import substi-
tution. This will present an additional 
pressure on households’ wellbeing and 
poverty reduction.  
The fiscal stance remains expansionary as 
the wage bill and pensions are expanded 
in the 2021 budget law to regularize wage 
arrears, while reform measures were 
attenuated in Parliament debate. Higher 
oil revenues coupled with the devaluation 
effect are projected to narrow the fiscal 
deficit to 5.4 percent of GDP in 2021. Fi-
nancing needs are forecast to remain ele-
vated compared to pre-COVID-19 levels, 
averaging at US$13.7 billion/year in the 
outlook period.  
The projected oil recovery will boost ex-
ports while devaluation is expected to 
have an impact on imports. This will also 
contribute to the current account deficit 
declining to 4.4 percent of GDP by 2023 
and reduce pressures on the central bank’s 
FX reserves. Reforms could help motivate 
new FDI which could further appease 
external financing needs. 
Sizeable risks cloud the prospects for 
Iraq’s economic recovery over the medi-
um-term. Oil price down cycles, failure to 
implement fiscal and structural reforms in 
an election year, delays in vaccine rollout, 
deteriorating security conditions amidst 
high regional geopolitical tensions are 
significant downside risks to the outlook.   

TABLE 2  Republic of Iraq / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 6.8 2.4 -11.9 1.9 8.4 4.2

Private Consumption 2.3 1.5 -9.0 1.5 8.0 5.6

Government Consumption 17.7 25.2 -10.6 31.5 2.1 1.1

Gross Fixed Capital Investment -74.2 -16.2 -40.0 5.0 15.0 10.0

Exports, Goods and Services 9.4 2.7 -15.8 1.1 10.3 5.1

Imports, Goods and Services 16.6 28.4 -9.4 15.0 2.0 3.0

Real GDP growth, at constant factor prices -1.2 4.4 -10.4 1.9 8.4 4.2

Agriculture 12.8 38.8 34.3 14.0 10.0 5.0

Industry -2.4 3.7 -11.6 2.7 10.2 4.0

Services 0.7 3.7 -12.2 -1.9 3.6 4.5

Inflation (Consumer Price Index) 0.4 -0.2 0.6 8.5 3.8 3.3

Current Account Balance (% of GDP) 10.6 6.1 -12.9 -11.3 -5.6 -4.4

Net Foreign Direct Investment (% of GDP) 2.4 1.5 1.9 1.9 1.9 1.8

Fiscal Balance (% of GDP) 11.9 1.4 -4.4 -5.4 -1.0 -0.6

Debt (% of GDP) 52.4 48.2 69.3 61.1 55.6 52.7

Primary Balance (% of GDP) 13.1 2.6 -3.2 -4.0 0.9 1.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
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Key conditions and 
challenges 
 
Economic activity in Jordan, before the 
pandemic, was lackluster due to falling 
investment, eroding competitiveness and 
challenging regional conditions. Annual 
real GDP growth, which averaged at 5.1 
percent during 2000-15, dropped to 2.0 
percent during 2016-19 – the lowest plat-
eau in a decade. This growth is insuffi-
cient to tackle the country’s pressing so-
cio-economic pressures to create enough 
jobs for the young and rapidly growing 
labor force and to achieve significant 
poverty reduction.   
Stringent lockdown measures, including 
closing borders and prohibiting movement 
across cities, helped preserve public health 
during the first wave of the pandemic. As 
the lockdown was lifted in May, key manu-
facturing industries rebounded quickly in 
H2-2020. However, during the last quarter 
of 2020, Jordan saw a resurgence of COVID
-19 cases, and authorities opted for more 
targeted restrictions to balance health and 
economic objectives. Meanwhile, fiscal and 
monetary measures were taken to lessen 
the economic fallout. Liquidity measures 
introduced by the Central Bank of Jordan 
(CBJ) are estimated to be around 8 percent 
of GDP. Still GDP in 2020 contracted; for 
the first time since 1989. 
Jordan’s economic outlook in 2021 remains 
contingent upon the evolution of domestic 
cases along with the pace and scale of vac-
cination at home and abroad. In February 

2021, government announced that at least 
3 to 5 million doses of the coronavirus vac-
cine will be available by April. As the third 
wave of COVID-19 continues to unfold, 
vaccination is critical. However, by mid-
February vaccination remain abnormally 
low at around 0.6 percent of the popula-
tion. Thus, the first half of 2021 is unlikely 
to see a quick turnaround, while recovery 
in the second half of 2021 is expected to be 
protracted unless the pace of vaccination 
significantly picks up.  
 
 

Recent developments 
 
The Jordanian economy contracted by 1.5 
percent during the first nine months of 
2020 (9M-2020). The impact of the shock on 
GDP remains relatively muted compared 
to peer countries. Despite this fact, COVID-
19 has had a particularly devastating effect 
on the country’s travel and tourism sector, 
which accounted for around 18 percent of 
GDP and of total employment in 2019.  
Central Government (CG) fiscal deficit 
(incl. grants) widened to 5.8 percent of 
GDP in 11M-2020. Domestic revenues 
plummeted due to weakened economic 
activity, deferred tax payments as well as 
temporarily reduced social security contri-
butions and some consumption tax rates. 
To alleviate some pressure, the authorities 
delayed public wage increase, imposed a 
hiring freeze and postponed non-priority 
capital investment. Nevertheless, CG debt 
rose to almost 106.3 percent of GDP dur-
ing 11M-2020 - almost 10 percentage 
points of GDP higher than at end-2019.  

JORDAN 

Jordan is currently facing back-to-back 

second and third waves of COVID-19 

infections, while the country’s major eco-

nomic indicators continue to deteriorate. 

The twin deficits have substantially wid-

ened, the debt level has increased, and 

unemployment is rising. However, the fall

-out on Jordan’s economic growth during 

2020 remains relatively modest compared 

to peer countries. Going forward, Jordan’s 

economic outlook largely depends on the 

rebound in global demand and interna-

tional travel as well as the pace and scale 

of domestic vaccination.  

FIGURE 1  Jordan / Current account indicators  FIGURE 2  Jordan / Labor market indicators  

Sources: Central Bank of Jordan and World Bank Staff calculations.  Sources: Department of Statistics and World Bank Staff calculations.  
Note: Employment rate is defined as percentage of employed Jordanian adults to 
total population 15+.  

Table 1 2020

Population, million 1 0.2

GDP, current US$ billion 43.7

GDP per capita, current US$ 4278.2

School enro llment, primary (% gross)
a 81 .8

Life expectancy at birth, years
a 74.4

(a) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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Jordan’s current account deficit (CAD) 
(incl. grants) for 9M-2020 stood at 
US$2.4 billion, almost twice the size of 
the deficit recorded in 9M-2019. Despite 
a reduction in goods’ trade deficit and 
an improvement in current transfers, a 
substantial deterioration in the services 
account – driven by dismal travel re-
ceipts – was the key driver behind the 
widening CAD. Nonetheless, both pri-
vate and official flows remained more 
than sufficient to cover the widening gap 
as CBJ’s gross foreign reserves increased 
by almost US$1.5 billion to US$16.9 bil-
lion at end-2020.  
Poverty was challenging even before the 
COVID-19 onset. The most recent national 
poverty rate was 15.7 percent in 2018 rais-
ing concern for the welfare of households. 
Moreover, labor market indicators have 
deteriorated to unprecedented levels. 
Amid the crisis, employment decreased to 
26.2 percent, and unemployment reached 
a historical high - 23.9 percent in Q3-2020. 
Unmitigated declines in employment in-
comes are likely to increase poverty in the 
near-term by 11 percentage points.  

 

Outlook 
 
Jordan’s real GDP growth is projected to 
recover to 1.4 percent in 2021 from an esti-
mated contraction of 1.8 percent over last 
year. In the immediate run, several policy 
measures are expected to provide some 
boost including public sector employees’ 
salary increase, social security net pro-
grams and the minimum wage increase. 
Exports are expected to perform better as 
demand strengthens in the U.S. and Gulf 
countries. Nevertheless, growth in the 
immediate run faces significant downside 
risks due to rising COVID-19 cases and 
slow vaccination, and over medium-term 
remains constrained by the country’s 
chronic structural weaknesses. 
The current account deficit is projected 
to remain elevated in 2021 before nar-
rowing steadily over the medium-term. 
Merchandize trade balance is projected 
to deteriorate in 2021 due to rising im-
port bills driven by higher international 
food and oil prices assumptions. Tourism 

receipts are projected to remain modest 
in 2021 - at around only 40 percent of 
2019 level – before returning to pre-
COVID level only by 2023.  
The fiscal deficit of the CG (incl. grants) is 
projected to reach 6.4 percent of GDP in 
2021 compared to an estimated 6.7 per-
cent in 2020. This modest consolidation 
hinges on the revival of domestic reve-
nues as recurrent spending is projected to 
remain elevated alongside recovery in 
capital spending.  Over the medium term, 
CG fiscal balance (incl. grants) is project-
ed to improve only gradually. As a result, 
CG debt is projected to reach 109.0 per-
cent at end-2020, almost 10 percent higher 
than at end-2019 and remain high over 
the medium term. 
Sluggish economic growth, high unem-
ployment and declining participation in the 
labor market raise concerns about the ex-
tent of poverty reduction that can be 
achieved. Household recovery is subject to 
uncertainty and expected to be uneven; 
young, female, informal workers and those 
in interaction-intensive services sectors will 
likely see depressed incomes for longer.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 1.9 2.0 -1.8 1.4 2.2 2.3

Private Consumption 2.2 1.7 -1.3 0.7 2.0 2.2

Government Consumption -0.7 4.1 5.0 3.2 2.2 0.6

Gross Fixed Capital Investment -19.4 -25.7 -3.5 3.4 3.6 4.3

Exports, Goods and Services 0.9 6.5 -24.8 14.6 12.1 7.3

Imports, Goods and Services -6.6 -3.1 -16.3 9.8 9.0 5.5

Real GDP growth, at constant factor prices 2.0 2.2 -1.6 1.4 2.2 2.3

Agriculture 3.2 2.6 1.8 2.2 2.5 2.5

Industry 1.2 1.4 -2.7 1.1 1.5 1.7

Services 2.3 2.4 -1.4 1.6 2.5 2.5

Inflation (Consumer Price Index) 4.5 0.8 0.3 1.5 2.0 2.3

Current Account Balance (% of GDP) -6.9 -2.1 -7.2 -7.0 -6.0 -4.6

Net Foreign Direct Investment (% of GDP) 2.2 1.5 1.7 2.4 2.7 3.0

Fiscal Balance (% of GDP)a -3.3 -4.6 -6.7 -6.4 -5.4 -4.9

Debt (% of GDP)b 92.9 97.4 109.0 114.0 116.1 116.7

Primary Balance (% of GDP)a 0.0 -1.1 -2.5 -2.2 -1.1 -0.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Central Gov. fiscal balance incl. grants, use of cash and unident. measures as per IM F-EFF (Jan 2021) of 0.7% of GDP in 2021, 1.8% of GDP in 2022 and 2.9% of GDP in 2023.

(b) Government and guaranteed gross debt including debt holdings by SSIF. Includes WAJ estimated borrowing for 2020-2023. Includes legacy arrears in 2019.
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Key conditions and 
challenges 
 
Long-term challenges relate to the econ-
omy’s heavy export dependence on oil, 
domestic dependence on consumption, 
and slow progress in the implementation 
of Vision 2035 reforms and the diversifi-
cation objective therein. Large financial 
assets underpin Kuwait’s economic resil-
ience, but these assets alone cannot sub-
stitute for the fiscal and structural re-
forms that would offset the risks of low-
er oil prices, low oil demand in the fu-
ture, and rising marginal cost of oil pro-
duction. Such measures include non-oil 
revenue mobilization as well as enhanc-
ing human capital and reforming eco-
nomic governance (e.g., relating to FDI, 
land, and private sector participation) to 
invigorate private sector-led develop-
ment and job creation. 
Friction between the executive and legisla-
tive branches has led to frequent cabinet 
reshuffles and parliamentary opposition 
to critical fiscal reforms exemplifies a lack 
of consensus around reform direction. 
This friction is now to the fore in the 
stalled progress of the draft debt law; giv-
en the high financing needs foreseen in 
the medium term, approval of a debt law 
could be a useful trigger for another 
attempt to reach a reform consensus. 
Key risks to the outlook relate to further 
spikes of COVID-19 and continued volatil-
ity in oil demand and prices. If new cases 
continue to be high, or oil prices continue 

at their subdued levels, this will lead to 
unfavorable macro-financial dynamics, 
further widening fiscal and external im-
balances. A more rapid rollout of the vac-
cine programs in Kuwait and the GCC 
should partially mute these risks and 
strengthen domestic recovery, but the 
persistent challenge of diversification will 
then return to the fore.  
 
 

Recent developments 
 
As in other countries, a new wave of the 
pandemic is an emerging possibility. The 
7-day moving average for daily new cases 
registered a new high in early February 
(980 cases), after being on a downward 
trajectory since October 2020. A spike in 
new cases prompted authorities to renew 
restrictions in early February. Meanwhile, 
the national vaccination program rollout 
started in late December 2020 with the 
target of inoculating 80 percent of the pop-
ulation by September 2021—by end-
March, only 8.7 percent of the population 
received at least a single dose of the vac-
cine. A boost in prospects has come from 
oil prices, which recouped some of their 
lost ground since Spring 2020 owing to 
effective OPEC+ supply restraint and a 
pick-up in global economic activity as 
countries relax containment measures.    
Given a lowering case count and relaxed 
social distancing restrictions during the 
second half of the year, real GDP growth 
in 2020 is expected to perform better than 
previously projected; revising from -7.9 
to -5.4 percent. A stronger rebound in 

KUWAIT 

Kuwait is still adapting to the twin shocks 

of COVID-19 and slump in oil prices that 

hard-hit its economy and fiscal and exter-

nal positions. As fiscal deficits persist in 

the medium term, and in the absence of a 

new debt legislation, drawdowns from 

sovereign assets will be inevitable, poten-

tially without concomitant reforms. Fric-

tion between the executive and legislative 

branches, delays in vaccination rollout to 

the entire population, and renewed down-

ward pressure on oil prices are all key 

downside risks to the outlook.  

FIGURE 1  Kuwait / Annual real GDP growth FIGURE 2  Kuwait / Central government operations 

Sources: CSB Kuwait, IMF Article IV, and WB staff estimates. Sources: World Bank, Macroeconomics, Trade, & Investment Global Practice. 

Table 1 2020

Population, million 4.5

GDP, current US$ billion 1 1 8.3

GDP per capita, current US$ 26523.5

School enro llment, primary (% gross)
a 88.0

Life expectancy at birth, years
a 75.4

(a) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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private consumption supported overall 
performance in the non-oil sectors. 
The fiscal deficit is expected to widen from 
9.8 percent of GDP in FY19/20 to 26.2 per-
cent in FY20/21 (the fiscal year begins in 
April). These figures are excluding invest-
ment income and before transfers to the 
Future Generations Fund (FGF). The FGF 
has a significant financial buffer to weather 
the current crisis; however, continued 
drawdowns for deficit financing and the 
previously legally-mandated 10 percent of 
budgetary revenue transfers to the FGF 
have depleted all performing assets in the 
General Reserve Fund (GRF) in FY20/21.  
Kuwait has not issued debt since 2017 as it 
awaits parliamentary approval to raise the 
borrowing limit resulting in government 
recently seeking Parliament’s permission 
to withdraw as much as KD 5 billion an-
nually from the FGF to fill part of its fi-
nancing needs.  
According to the most recent Labor Force 
Survey from 2017 the Kuwait labor market 
is highly segmented. Labor force partici-
pation rate is 73.8 percent on average but 
differs considerably by nationality: 39.5 
percent of Kuwaitis participate in the la-
bor market, against 82.2 percent of non-
Kuwaitis. Nine out of ten employed Ku-
waitis work in the public sector, and thus 

were insulated from the pandemic-related 
restrictions on economic activity. The la-
bor market also exhibits heterogeneity 
across gender (female unemployment is 
5.8 percent versus 0.9 percent among men) 
and age, with higher unemployment 
among the young (unemployment rate in 
the 15-24 years old group is 15.4 percent, 
versus a 2.2 percent at the national level).  
 
 

Outlook 
 
The economy is expected to recover with 
2.4 percent growth in 2021, driven by a 
more accelerated pick up in global energy 
demand and prices while oil production 
levels continue to lag, growing only at 0.2 
percent, in agreement with OPEC+ com-
mitment. As the vaccination program 
gains more momentum and COVID-
related restrictions are further eased, non-
oil sectors will continue its growth trajec-
tory, estimated to reach 4.4 percent in 2021 
to reflect stronger domestic demand. Over 
the medium term, growth will recover 
even further with continued public spend-
ing and credit growth, averaging around 
3.2 percent. Inflation is anticipated to pick 
up as economic activity recovers.  

The budget deficit is anticipated to slight-
ly narrow in FY21/22 but continues to be 
extremely high, reaching around 23 per-
cent of GDP. In the medium-term, a re-
covery in oil receipts will support im-
provements in the fiscal position, but will 
not of itself shift it to surplus. Introduc-
tion of the VAT will be a major addition 
to the fiscal toolkit offering the ability to 
diversify fiscal revenues and orient the 
economy away from consumption-led 
non-oil growth. The trajectory of head-
line government debt is subject to the 
passing of the much-anticipated debt 
law, but the deeper issue is the need for a 
comprehensive sovereign asset and lia-
bility management perspective, since 
assets will be run down more quickly 
even if headline debt does not increase, 
in the absence of fiscal reforms. 
As oil export earnings recover in 2021, 
underpinning improvements in global 
demand conditions, the current account 
will shift back into surplus. But as with 
the fiscal balance, the annual current ac-
count surplus does not reflect the needed 
level of saving of resource revenues to 
provide for an uncertain future where 
climate change concerns loom much larg-
er than at present.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 1.2 0.4 -5.4 2.4 3.6 2.8

Private Consumption 5.4 3.2 -4.7 2.5 2.8 2.0

Government Consumption 6.3 2.6 -0.9 3.6 3.1 3.3

Gross Fixed Capital Investment 4.8 3.3 -2.6 -0.9 3.0 3.5

Exports, Goods and Services -4.8 -0.4 -11.4 4.6 6.2 5.7

Imports, Goods and Services -0.9 2.0 -7.7 4.3 6.1 7.0

Real GDP growth, at constant factor prices 1.3 -0.6 -5.0 2.3 2.5 2.0

Agriculture -0.4 -6.0 1.0 1.5 2.0 2.0

Industry 0.2 -1.5 -9.3 0.3 3.4 2.9

Services 3.1 0.9 1.7 5.2 1.4 0.8

Inflation (Consumer Price Index) 0.6 1.1 0.9 2.0 2.3 2.5

Current Account Balance (% of GDP) 14.1 16.4 -2.7 8.2 11.7 13.8

Fiscal Balance (% of GDP)a -3.0 -9.8 -26.2 -22.6 -19.3 -8.3

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Fiscal balances are reported in fiscal years (April 1st -M arch 31st).
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Key conditions and 
challenges 
 
Monetary and financial turmoil continue 
to drive crisis conditions, with interac-
tions between the exchange rate, narrow 
money and inflation a key dynamic.  A 
multiple exchange rate system includes 
the official exchange (LL 1,515/ US$), 
central bank (BdL)-backed lower rates 
for critical imports, as well as a highly 
volatile US$ bank-note exchange rate; in 
fact the banknote rate depreciated by 
about 50 percent over March 12-16, 2021. 
Overall, the World Bank Average Ex-
change Rate (AER) depreciated by 129 
percent in 2020 (Figure 1). Meanwhile, 
currency in circulation (CIC) surged by 
227 percent, while inflation rates are in 
the triple-digits, averaging 84.3 percent 
in 2020. Regression estimates suggest a 
coefficient of 0.8 for the impact of 
growth in CIC on inflation.  
The banking sector, which informally 
adopted severe capital controls, has ceased 
lending and does not attract deposits. In-
stead, it endures in a segmented payment 
system that distinguishes between older 
(pre-October 2019) dollar deposits and 
minimum new inflows of “fresh dollars”. 
The former is subject to sharp deleverag-
ing through de facto lirafication and hair-
cuts (up to 70 percent) on dollar deposits. 
Deleveraging is also facilitated by netting 
out bank positions between assets (loans) 
and liabilities (deposits). The burden of the 
ongoing adjustment/deleveraging is highly 

regressive concentrated on the smaller 
depositors and SMEs.  
The social impact, which is already dire, 
could become catastrophic; more than half 
the population is likely below the upper 
income poverty line, higher shares of 
households are facing challenges in access-
ing food, healthcare and other basic ser-
vices and unemployment is on the rise. 
Inflationary effects are highly regressive 
factors, disproportionally affecting the 
poor and middle class. Inflation in the food 
and non-alcoholic beverages category av-
eraged 254 percent in 2020 and has been a 
key driver of overall inflation (Figure 2). 
Those paid in Lira—the bulk of the labor 
force—are seeing potent purchasing power 
declines. Phone surveys conducted in No-
vember-December by the World Food Pro-
gram found that 41 percent of households 
reported challenges in accessing food and 
other basic needs. The share of households 
having difficulties in accessing health care 
rose from 25 percent (July-August) to 36 
percent (Nov-Dec). The unemployment 
rate also rose among the respondents, 
from 28 percent in February (pre-COVID) 
to nearly 40 percent in Nov-Dec. Violent 
street action has erupted across the coun-
try even under COVID conditions. 
 
 

Recent developments 
 
Real GDP is estimated to have declined by 
20.3 percent in 2020. High frequency indi-
cators support a substantial contraction in 
economic activity. The BLOM-PMI index, 
which captures private sector activity, 

LEBANON 

Lebanon is enduring a severe and pro-

longed economic depression in part due to 

inadequate policy responses to an assail-

ment of compounded crises—the coun-

try’s largest peace-time financial crisis, 

COVID-19 and the Port of Beirut explo-

sion. Real GDP growth contracted by 

20.3 percent in 2020. Inflation reached 

triple digit while the exchange rate keeps 

losing value; poverty is rising sharply. 

Lebanon lacks a fully functioning execu-

tive authority as it attempts to form its 

third Government in a little over a year.  

FIGURE 1  Lebanon / Exchange rate depreciation along with 

surging inflation 

FIGURE 2  Lebanon / Inflation in basic items has been a key 

driver of overall inflation, hurting the poor and the middle class  

Sources: Lebanese authorities and WB staff calculations.  Sources: Lebanese authorities and WB staff calculations.  

Table 1 2020

Population, million 6.8

GDP, current US$ billion 33.4

GDP per capita, current US$ 4891 .3

National poverty rate
a 27.4

Gini index
a 31 .8

Life expectancy at birth, years
b 78.9

(a) M ost recent value (2011).

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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averaged 41.1 in 2020 (<50 represents a 
contraction of activity), the lowest since 
it was first published in 2013. Construc-
tion permits and cement deliveries, 
which are indicators of construction ac-
tivities, suffered yoy declines of 33.4 and 
48.3 percent, respectively, over 9M-2020. 
On the demand side, net exports, is ex-
pected be the sole positive contributor to 
GDP, driven by falling imports 
(merchandize imports declined by 45.4 
percent in 11M-2020, yoy). 
The sudden stop in capital inflows, cou-
pled with a continued large current ac-
count deficit, has implied a steady deple-
tion in foreign exchange (FX) reserves at 
BdL. By end-2020, gross FX reserves at 
BdL reached $24.1 billion, declining by 
$12.5 billion since end-2019. The gross 
position, however, guises key pressure 
points (BdL, contrary to other central 
banks, does not publish net reserves; 
these are however estimated to be nega-
tive). The breakdown includes $5 billion 
in Lebanese Eurobonds and an un-
published amount lent out to banks since 
October 2019, leaving much of the re-
mainder as required reserves on banks’ 
customer FX deposits.  
Partial-year fiscal data confirm severe 
fiscal stress. Over the 8M-2020 period, 
total revenues declined by 20.2 percent 
(yoy), driven by 56.5, 49.7 and 34.5 percent 

yoy decreases in telecoms, VAT and cus-
toms revenues, respectively. Total ex-
penditures over 8M-2020 have also de-
creased by 18.4 percent. This, however, is 
almost exclusively due to cuts in interest 
payments resulting from the March 2020 
Eurobond default and a favorable ar-
rangement with BdL on TBs it holds. 
 
 

Outlook 
 
Subject to unusually high uncertainty, we 
project real GDP to contract by a further 
9.5 percent in 2021. Our projection as-
sumes that COVID-19 effects carry 
through 2021, while macro policy respons-
es remain inadequate. We also assume a 
minimum level of stability on the political 
and security scenes (i.e. formation of Gov-
ernment) and refrain from assuming runa-
way inflation-depreciation, which is a 
realistic scenario. 
Lebanon’s recession is likely to be ardu-
ous and prolonged given the lack of poli-
cymaking leadership and reforms. Leba-
non’s GDP/capita has fallen by around 40 
percent over the 2018-2020 period and is 
expected to decline further. Hence, Leba-
non’s World Bank income classification is 
likely to be downgraded from an upper-
middle income economy, which should 

enjoy a GNI per capita of between U$4,046 
and US$12,535—to a lower-middle in-
come status.1  
Macroeconomic stabilization is a key 
prior action for Lebanon’s recovery pro-
cess. This necessarily includes compre-
hensive restructurings of the public debt 
and the financial sector, a new monetary 
policy framework and a fiscal adjustment 
program. Meanwhile, discussions with 
the IMF have stalled and remain at the 
diagnostic stage.  
A contraction of real GDP per capita and 
high inflation in 2020 will undoubtedly 
result in substantial increase in poverty 
rates affecting all groups of the population 
in Lebanon through different channels 
such as loss of productive employment, 
decline in real purchasing power, and so 
forth. Tracking population wellbeing on a 
regular basis and protecting the poor and 
the most vulnerable is an urgent priority 
for the country. Lebanon also continues to 
host the largest number of refugees on a 
per capita basis globally. With poverty 
levels exceeding those of the host popula-
tion, their vulnerability has increased with 
the compounding effects of the economic 
and health crises in the country. 

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

2018 2019 2020 e 2021 f

Real GDP growth, at constant market prices -1.9 -6.7 -20.3 -9.5

Private Consumption -1.3 -5.7 -10.7 -7.2

Government Consumption 6.7 -6.2 -55.4 -8.5

Gross Fixed Capital Investment -0.2 -16.9 -59.3 -57.3

Exports, Goods and Services -4.7 -1.2 -53.5 3.7

Imports, Goods and Services 1.2 -9.2 -46.6 -8.0

Real GDP growth, at constant factor prices -1.7 -5.3 -16.0 -9.8

Agriculture -4.0 6.0 29.7 -9.5

Industry -4.2 -17.4 -15.8 -9.4

Services -1.1 -4.0 -19.0 -9.9

Inflation (Consumer Price Index) 6.1 2.9 84.3 80.0

Current Account Balance (% of GDP) -24.3 -21.2 -11.0 -6.7

Net Foreign Direct Investment (% of GDP) 3.7 3.4 9.3 4.9

Fiscal Balance (% of GDP) -11.0 -10.5 -4.9 -2.8

Debt (% of GDP) 154.9 171.0 186.7 180.7

Primary Balance (% of GDP) -1.2 -0.5 -2.7 -1.1

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA

1/ Latest available Gross National Income per capita for 

Lebanon is for 2019 US$7,380. 
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Key conditions and 
challenges 
 
In 2020, Libya effectively remained a di-
vided nation, where competing political 
and military factions operated redundant 
and often conflicting systems of govern-
ance. The Government of National Accord 
(GNA) controlled western regions around 
Tripoli and the Interim Government (IG), 
backed by the Libyan National Army 
(LNA), controlled other regions. The Cen-
tral Bank in Tripoli controlled the coun-
try’s money supply and reserves, while 
the eastern branch mimicked its currency 
printing function. The National Oil Com-
pany in Tripoli was solely responsible for 
oil exports; but the Petroleum Facilities 
Guard, which protects oil assets, was di-
vided between western and eastern forces.  
These divisions, with culminating coordi-
nation problems, have proven to be dev-
astating for Libyans. A 9-month blockade 
that began in January 2020 cut the coun-
try’s crude oil output to an average 
228,000 barrels per day during the block-
ade, less than one-sixth of 2019 values. 
For an acutely undiversified economy 
where hydrocarbons comprise over 60 
percent of GDP and 90 percent of fiscal 
revenues, this dealt a heavy blow, lead-
ing to a near-complete scrapping of de-
velopment expenditures. With severely 
limited health infrastructure and services 
after years of conflict, the COVID-19 pan-
demic added to the strife faced by Liby-
ans. A recent World Food Programme 

(WFP)-World Bank (WB) survey showed 
that 10 percent of Libyans had inade-
quate food consumption in December 
2020. Food insecurity was higher in the 
Eastern and Southern regions, with dete-
riorating trends in Tobruk, Murzuq and 
Alkufra since May 2020.  
There is reason for cautious optimism for 
recovery and healing, but downside risks 
abound. A ceasefire agreement of October 
2020 helped resume oil production to 1.25 
million barrels per day by December. In 
mid-November, parties also agreed to 
hold parliamentary and presidential elec-
tions in December 2021 and commis-
sioned a three-member Presidency Coun-
cil to form a Government of National Uni-
ty and facilitate the transition. However, 
the underlying political and economic 
divisions pose surmounting challenges 
and competing international influences 
can still derail the process.  
 
 

Recent developments 
 
For the most part of 2020, the perfor-
mance of the Libyan economy was the 
worst in recent records. Even with the 
rebounding oil proceeds in the last quar-
ter, the economy could not recover its 
earlier losses, and registered a 31.3 per-
cent real decrease in GDP. On average, oil 
production in 2020 is estimated at 405,000 
barrels per day, roughly a third of actual 
output in 2019 (Figure 1).  
Total fiscal revenues stood at LYD 23 bil-
lion in 2020, about 40 percent of those in 
2019. The plunge in oil revenues translated 

LIBYA 

Libya entered 2021 as a divided nation 

aspiring for recovery and healing. With 

intensifying conflict and a blockade of oil 

terminals and fields, the economy regis-

tered one of the worst performances in 

recent records for the most part of 2020. 

Starting in mid-September, a rapproche-

ment between political/military factions 

brought much-needed relief to the econo-

my, capping the GDP plunge at 31.3 per-

cent, annually. The election of a unity 

government in early 2021 has rekindled 

hope, but, the reunification agenda faces 

formidable challenges ahead.   

FIGURE 1  Libya / Oil production FIGURE 2  Libya / Official and parallel market exchange rates  

Sources: US Energy Information Administration. Sources: Authorities, and World Bank calculations. 

Table 1 2020

Population, million 6.9

GDP, current US$ billion 26.2

GDP per capita, current US$ 381 3.3

School enro llment, primary (% gross)
a 1 09.0

Life expectancy at birth, years
a 72.7

(a) WDI for School enrollment (2006); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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into lower government spending, LYD 
45.9 billion as opposed to LYD 56.2 billion 
a year ago, about 20 percent reduction in 
nominal terms.  Subsidies, including those 
for fuel, electricity, water and sewage, 
sanitation, and medical supply reached 
LYD 5.6 billion, or 16 percent of total ex-
penditures. Development expenditures 
were miniscule for the year, LYD 1.8 bil-
lion or five percent of total expenditures, 
compared to LYD 4.6 billion in 2019. All 
capital expenditures projects for 2020 
were essentially canceled. Despite that, 
however, the overall fiscal balance record-
ed a deficit of 64.4 percent of GDP.  
The collapse of oil revenues strained the 
ability of the monetary and fiscal authori-
ties to defend the country’s currency peg, 
and on December 16, for the first time in 
five years, the board of directors of the 
Central Bank of Libya, agreed to devalue 
the currency from LYD 1.00 = SDR 0.5175 
to LYD 1.00 = SDR 0.156 effective January 
3, 2021, with the equivalent rate to the 
U.S. dollar at LYD 4.48 = US$1.00 using 
the current US$1.44 = SDR 1.00 rate 
(Figure 2). The new rate aims to apply to 
all governmental, commercial, and per-
sonal foreign exchange transactions, and 
largely remove the growing wedge be-
tween black market and official rates, also 
rendering the foreign exchange transac-
tions surcharge unnecessary. 
The movements in exchange rates also 
affected consumer prices in Libya, where 
domestic food supply relies heavily on 

imports (e.g., 90 percent of cereals are 
imported). In December, the price of the 
Minimum Expenditure Basket (MEB) was 
12.8 percent higher than pre-COVID pric-
es in March, while the East (755 LYD) and 
the South (856 LYD) exceeded the national 
average (710 LYD). According to the WFP-
WB survey, households reported the high 
prices as the most significant shock they 
experienced within the past year.  
 
 

Outlook 
 
With looming uncertainties, projecting 
future economic trends is a daunting task. 
However, if the current rapprochement 
remains on track, a significant economic 
recovery from the 2020 slump is within 
reach in the forthcoming year. With major 
maintenance problems still pending, oil 
production is projected to reach 1.1 mil-
lion barrel per day (MBD) in 2021. This 
would lead to a rebound in real GDP 
growth, to 67 percent in 2021. In terms of 
level of GDP, the economy would still be 
23 percent smaller than that in 2010, the 
year prior to the start of the conflict.  
With a US$44 per barrel average oil price 
projection, the country is still expected to 
run a twin deficit in 2021, that is a 9 per-
cent of GDP fiscal deficit (overall balance) 
and a 6.2 percent of GDP current account 
deficit. Higher international oil prices 
would help further support the overall 

rebound in oil output, filtering through 
stronger government consumption and 
investment, and in turn supporting a re-
covery in private consumption. 
With deep reliance on imports, the recent 
currency devaluation is expected to “pass-
through” on domestic prices in 2021. 
However, the presence of an expansive FX 
black-market will limit this effect because 
a de facto devaluation was already em-
bedded in the black market rates. Overall, 
a 12 percent CPI is expected in 2021.  
The agenda for social policy and  institu-
tional reform is full and needs urgent 
attention. Besides peace and stability, the 
country needs urgent infrastructure in-
vestments. Operationalizing 14 of 27 non-
functioning power plants will cost about 
US$1.1 billion. Budget plans for 2021 in-
clude a possible allocation for repairs over 
the next two years however the budget 
has not been adopted yet. Libyans are also 
increasingly affected by the COVID-19 
pandemic. With relaxation of containment 
measures, the spread of the virus has ac-
celerated. As of end-January 2021, there 
were 116,064 confirmed cases and 1,802 
reported deaths due to COVID-19. The 
true incidence of the disease is almost 
certainly under-monitored and com-
pounded by an incapacitated health sec-
tor, which will slow down the rollout of 
vaccines even by regional standards. 
Overall, any potential progress in these 
areas would be curtailed should the reuni-
fication process stall.   

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

2018 2019 2020 e 2021 f

 Real GDP growth, at constant market prices 15.1 2.5 -31.3 66.7

Private Consumption 3.6 1.7 -12.8 32.5

Government Consumption 0.0 2.7 -21.6 18.3

Gross Fixed Capital Investment 28.8 17.1 -12.7 40.8

Exports, Goods and Services 32.2 33.6 -64.8 171.6

Imports, Goods and Services 23.8 43.9 -27.5 40.3

Inflation (Consumer Price Index) 9.3 -3.0 -2.0 12.0

Exchange Rate (USD/LYD) 1.4 1.4 1.4 4.5

Current Account Balance (% of GDP) 21.4 11.6 -46.4 -6.2

Fiscal Balance (% of GDP) -7.0 1.7 -64.4 -9.0

Crude Oil (million bpd) 1.0 1.2 0.4 1.1

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
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Key conditions and 
challenges 
 
The COVID-19 crisis has been compound-
ed by an agricultural shock in a context of 
declining long-term growth rates. Alt-
hough Morocco’s last yearly contraction 
was in 1997, activity had already lost 
steam before the pandemic due to adverse 
climatic conditions and to low total factor 
productivity growth. 
The government is putting forward an 
ambitious growth enhancing and pro-
equity reforms program to mitigate the 
health and economic impacts of the pan-
demic and to support the recovery. 
Among other measures, it is revamping its 
social protection systems to stimulate hu-
man capital formation, supporting the 
capitalization of the private sector through 
the creation of a Strategic Investment 
Fund, and upgrading its industrial and 
agricultural policies. Their successful im-
plementation could increase the growth 
potential of the Moroccan economy. 
In the shorter-term, however, the recovery 
could be gradual.  Despite encouraging 
epidemiological trends and the successful 
beginning of the vaccine rollout, the glob-
al environment remains uncertain, and 
economic activity has recently weakened 
in Morocco´s trading partners and will 
affect the recovery of the tourism sector. 
The COVID-19 crisis has adversely im-
pacted households´ wellbeing and accen-
tuated inequality. According to the High 
Commission of Planning (HCP), during 

confinement, 74 percent of workers be-
longing to the bottom quintile experienced 
a reduction in income against 44 percent 
in the top quintile. Also, the loss in 
monthly income was more pronounced in 
the bottom rather than top quintile: 66 
against 32 percent respectively. 
 
 

Recent developments 
 
A stringent confinement, collapsing tour-
ism revenues, the disruption of global 
value chains and an agricultural shock 
contribute to explain the magnitude of  
the recession. During the second quarter 
of 2020, real GDP contracted by 15.1 y-o-y. 
Although activity began to pick up in the 
third quarter, preliminary estimates indi-
cate that real GDP contracted by 7 percent 
in 2020. On the production side, the im-
pact of the crisis has been particularly 
severe for the hospitality industry and 
transports, and for the manufacturing 
segments most exposed to international 
trade. In addition, agricultural value add-
ed contracted by 7.1 percent due to the 
drought. On the demand side, private 
consumption contracted by 9.4 percent, 
partly compensated by a 6.2 increase in 
public consumption. In this context, head-
line inflation averaged 0.7 percent in 2020 
and the share of non-performing loans 
increased to 8.4 percent of banks’ credit 
portfolio (7.6 percent in December 2019).  
The fiscal response to the pandemic, 
mostly debt financed, has supported firms 
and households to compensate for their 
revenue losses. The resulting increase in 

MOROCCO 

The combination of a pandemic with an 

agricultural shock pushed the Moroc-

can economy into a deep recession in 

2020. However, the government re-

sponse to the crisis has been appropri-

ate, and the ambitious reforms being 

implemented could set the stage for a 

solid recovery. Growth is expected to 

accelerate to 4.2 percent in 2021, alt-

hough significant downside risks re-

main. A piecemeal recovery with slow 

job creation would delay the return to 

pre-pandemic poverty levels.  

FIGURE 1  Morocco / An asymmetric recovery reflected in 

the behavior of the current account 

FIGURE 2  Morocco / Actual and projected poverty rates and 

real GDP per capita 

Sources: Morocco exchange office. Sources: World Bank. Notes: see Table 2. 

Table 1 2020

Population, million 36.9

GDP, current US$ billion 1 1 1 .0

GDP per capita, current US$ 3006.7

National poverty rate
a 4.8

Lower middle-income poverty rate ($3.2)
a 7.3

Gini index
a 39.5

School enro llment, primary (% gross)
b 1 1 4.8

Life expectancy at birth, years
b 76.5

(a) M ost recent value (2014).

(b) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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expenditures and a sharp contraction in 
tax revenues led to a deterioration of the 
budget deficit (7.7 percent of GDP in 
2020), and the debt to GDP ratio in-
creased by more than 12 percentage 
points to 77.8 percent of GDP. This is the 
largest increase ever registered in the 
debt-to-GDP ratio in a single year since 
that series is available. The current ac-
count closed with a deficit of just 3 per-
cent of GDP (4.1 percent of GDP in 2019), 
owing to the contraction of imports and 
the resilience of workers’ remittances. 
Morocco has preserved good access to 
external finance, with large multilateral 
disbursements, two successful sovereign 
bond issuances (€1 billion in September 
and US$3 billion in December), and resili-
ent net FDI flows. Foreign exchange re-
serves increased by 26.6 percent in 2020, 
reaching 30 percent of GDP, more than 
seven months of imports.   
After several years of declines, the pov-
erty rate (US$3.2 PPP line) is estimated to 
have increased from 5.8 percent in 2019 to 
7.1 percent in 2020, an increase that could 
have been larger hadn’t it been for the 
government’s cash transfer programs. The 
unemployment rate spiked to 11.9 percent 
(9.2 percent in 2019) and a recent HCP 

survey indicates that 37.5 percent of the 
firms have reduced their workforce in the 
second half of 2020 (compared to 2019), 
with larger contractions among very small 
business and SMEs. 
 
 

Outlook 
 
GDP growth is expected to accelerate to 
4.2 percent in 2021. In this baseline scenar-
io, agricultural output returns to historical 
trends, the vaccine rollout proceeds ac-
cording to the government´s plans, mone-
tary policy remains accommodative and 
the fiscal stimulus is maintained. The re-
covery of the manufacturing and services 
sectors is expected to be gradual, initially 
constrained by the recent slowdown in 
Morocco´s trading partners and by a pro-
tracted return of international tourism. 
Real GDP growth is expected to remain 
slightly above its pre-pandemic trend dur-
ing the projection period as the output 
gap narrows gradually and the ongoing 
reforms begin to have an impact. The cur-
rent account deficit is expected to stabilize 
below 4 percent of GDP while the fiscal 
deficit is expected to fall gradually.   

There are significant downside risks. The 
evolution of the pandemic remains uncer-
tain given the global spread of new coro-
navirus variants, which may lead to the 
adoption of new containment measures in 
Morocco or elsewhere. Large gross financ-
ing needs have increased the exposure of 
the economy to an external shock and the 
ongoing increase in non-performing loans 
could weigh on banks´ balance sheets. The 
materialization of the contingent liabilities 
associated with the credit guarantee pro-
gram could result in a deterioration of the 
fiscal outlook.     
In 2021, poverty is expected to decline 
but not to return to the pre-crisis levels. 
Extreme poverty (US$1.90 PPP line) 
should remain below 1 percent, while 
poverty (US$3.2 PPP line) is expected to 
decrease by 0.5 percentage point in 2021 
and reach 6.6 percent. The percentage of 
“vulnerable” population is expected to 
slowly decrease in 2021 to about 28.35 
from 29.56 in 2020. This trend is ex-
pected to continue through 2022 and 
2023, but poverty indicators may not 
return to the pre-Covid-19 situation until 
2023. The successful implementation of 
the social protection reform could accel-
erate that process.   

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.1 2.5 -7.0 4.2 3.7 3.8

Private Consumption 3.4 1.8 -9.4 3.7 4.1 4.3

Government Consumption 2.7 4.7 6.2 5.6 4.7 4.5

Gross Fixed Capital Investment 1.2 1.0 -8.5 5.5 5.7 5.9

Exports, Goods and Services 6.0 5.5 -14.1 6.9 7.4 7.9

Imports, Goods and Services 7.4 3.3 -12.1 6.3 7.9 8.4

Real GDP growth, at constant factor prices 3.0 2.5 -6.7 4.2 3.7 3.8

Agriculture 2.4 -4.6 -7.1 10.3 4.1 4.0

Industry 3.0 3.5 -6.3 3.4 3.6 3.7

Servicesa 3.1 4.0 -6.8 3.1 3.7 3.7

Inflation (Consumer Price Index) 1.9 0.2 0.7 1.1 1.4 1.7

Current Account Balance (% of GDP) -5.3 -4.1 -3.0 -3.5 -3.9 -3.8

Net Foreign Direct Investment (% of GDP) 3.0 1.3 1.5 1.3 1.3 1.2

Fiscal Balance (% of GDP) -3.8 -3.6 -7.7 -6.5 -6.4 -5.1

Debt (% of GDP) 65.2 64.9 77.8 78.4 78.7 79.0

Primary Balance (% of GDP) -1.4 -1.3 -5.2 -4.0 -3.9 -2.7

International poverty rate ($1.9 in 2011 PPP)b,c 0.7 0.7 0.9 0.8 0.7 0.7

Lower middle-income poverty rate ($3.2 in 2011 PPP)b,c 5.9 5.8 7.1 6.6 6.1 5.8

Upper middle-income poverty rate ($5.5 in 2011 PPP)b,c 26.7 26.1 29.6 28.3 27.3 26.1

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Service is recalculated as the residual of GDP at Factor Cost minus Agriculture and Industry to ensure internal consistency; might differ from official sources.

(b) Calculations based on 2013-ENCDM .Actual data: 2013. Nowcast: 2014-2020. Forecast are from 2021 to 2023.

(c) Projection using neutral distribution (2013)  with pass-through = 0.7  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
The twin shocks of Covid-19 and lower 
oil prices are placing significant and ad-
verse impact on Oman’s hydrocarbon-
dependent economy. These events pose a 
new risk to the fiscal and external posi-
tions, which have been fragile since the 
2014 oil price shock. Despite past efforts 
to diversify the economy away from oil 
into sectors such as logistics and tourism 
and restrain public spending, the hydro-
carbon sector continues to account over 
34 percent of GDP (2019) and because of 
the complex nature of Oman’s oil and gas 
resources, the hydrocarbon sector has 
large investment financing needs. Persis-
tent large fiscal and current account defi-
cits have resulted in further debt build 
up, a series of credit rating downgrades, 
and sizable financing needs.  
Reflecting the aggravation of the pre-
existing fiscal challenge, the government 
announced the Medium-Term Fiscal 
Balance Plan (MTFP) 2020-24 at end-
2020 with several fiscal adjustment re-
forms aiming to delink the economy 
from spending of oil revenues and put 
public debt on a sustainable path. How-
ever, challenges remain. Containing the 
virus, providing support to vulnerable 
households and overcoming vaccine-
rollout challenges are key immediate 
priorities. While ambitious reforms are 
needed to rekindle job growth for na-
tionals, the typical model of services-led 

growth was already facing pandemic-
related risks and oil market volatility. 
While Oman has had some notable suc-
cess in reducing and targeting subsidies, 
such as with petroleum products, there 
are still expectations of the state as a job 
provider in a context where young 
Omanis were already facing high unem-
ployment rates.  
 
 

Recent developments 
 
Overall growth is estimated to have con-
tracted by 6 percent in 2020. This is main-
ly driven by more than 9 percent contrac-
tion in non-oil GDP as the subsequent 
lockdown measures weighed heavily on 
domestic demand where tourism and 
services sectors have suffered the most. A 
significant increase in the production of 
condensates that is not subject to OPEC+ 
cut deal, has helped the oil sector to 
adapt to the crisis, at least in volume 
terms, with oil GDP has seen only 2 per-
cent contraction. Inflation turned nega-
tive at -1.0 percent (y/y) in 2020 reflecting 
weak domestic demand.  
Despite attempts to restrain spending, 
fiscal stimulus and relief measures in re-
sponse to COVID and the sharp shortfall 
in hydrocarbon revenues have widened 
the fiscal deficit to over 17 percent of GDP 
in 2020, primarily financed by withdrawal 
of reserves and external bond issuance 
and other external loans. The latest imbal-
ance on top of post-2014  deficits pushed 
the public debt-to-GDP ratio to an esti-
mated 81 percent in 2020.  

OMAN 

Rapid and well-coordinated measures 

have limited the spread of COVID-19, 

but lockdown restrictions weighed 

heavily on economic activity in 2020. 

The slump in oil prices and exports 

have significantly widened fiscal and 

external deficits and resulted in higher 

public debt and financing risks. The 

outlook assumes containing the pan-

demic, avoidance of another oil price 

plunge, and successful implementation 

of fiscal consolidation plans. Materiali-

zation of downside scenarios would 

heighten external financing pressures.  

FIGURE 1  Oman / Real annual GDP growth   FIGURE 2  Oman / General government operations   

Sources: Oman authorities; and World Bank staff projections. Sources: Oman authorities; and World Bank staff projections. 

Table 1 2020

Population, million 5.1

GDP, current US$ billion 63.3

GDP per capita, current US$ 1 2389.1

School enro llment, primary (% gross)
a 1 02.9

Life expectancy at birth, years
a 77.6

(a) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.
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Lower exports and increased income pay-
ments have almost doubled the current 
account deficit to 10.4 percent of GDP in 
2020, up from 5.5 percent in 2019. Interna-
tional reserves witnessed a modest decline 
of US$15 billion in 2020 (or 6.5 months of 
imports) helped by Eurobond issuance 
and stable FDI inflows, according to IMF 
latest estimates. 
Latest official data from the National Cen-
tre for Statistics and Information shows 
that the unemployment rate in Oman was 
3.0 percent in January of 2021, slightly up 
from 2.9 percent in December of 2020. 
However, the unemployment rate was 
significantly higher among the young 
population (aged 15 to 24), where it 
reached 15.6 percent, and among women 
whose unemployment rate was 10.2 per-
cent. The gender gap in unemployment 
was especially large among the age group 
25 to 29 years old, where female unem-
ployment rate (26.2 percent) was far high-
er than the male rate (1.8 percent). Pan-
demic impacts fell heavily on migrant 
labor: between January of 2020 and 2021, 
the number of Omanis employed in the 
private sector fell in 3.1 percent. In con-
trast, the number of expatriates working 

in the private sector decreased 14 percent 
from January 2020 to January 2021.  
 
 

Outlook 
 
Overall growth is projected to post a tepid 
recovery of 2.5 percent in 2021 supported 
by the vaccine roll-out and the ease in lock-
down restrictions. A backloaded rebound 
will see growth peak at 6.5 percent in 2022 
lifted by rising oil prices, and further devel-
opment of the hydrocarbon sector, before 
declining to 4 percent in 2023 in view of 
fiscal austerity measures. Inflation is pro-
jected to pick up to 3 percent in 2021, re-
flecting the recovery of domestic demand 
and the April 2021 introduction of VAT, 
but to decline in the years to come as VAT-
driven impact on inflation dissipates.  
A substantial increase in fiscal revenues 
(mainly driven by introducing 5% VAT in 
April 2021) and a reduction in spending, 
are expected to narrow the fiscal deficit to 
less than 7 percent of GDP in 2021. This 
positive trend could be also supported by 
the removal from the budget of expenses 
related to Petroleum Development Oman 

(PDO) with the restructuring of the state 
role in the oil and gas sector in the new 
entity Energy Development Oman. The 
fiscal deficit is projected to keep declining 
to an average of 4 percent over 2022-23 
aided by increased gas production and 
steady implementation of the fiscal re-
forms outlined in the medium-term plan. 
Large financing needs estimated at 14 
percent of GDP in 2021 will keep the debt-
to-GDP ratio elevated over 70 percent in 
the forecast period. 
The current account deficit is projected to 
show a modest decline of 8 percent of 
GDP in 2021, before starting to narrow 
down further reflecting more favorable 
terms of trade.  
Downside risks may include the possibility 
of pandemic flare-ups, which would imply 
further strict lockdown measures and se-
verely curtailed private sector activity. Fur-
ther plunges in oil prices or delays in fiscal 
adjustment will worsen fiscal and debt posi-
tions, leading to higher external financing 
needs at a time when emerging market debt 
appetite might be lower than it is today. If 
this led to procyclical fiscal policy (e.g., fur-
ther fiscal austerity measures), there would 
be additional drag to the recovery. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 0.9 -0.8 -6.3 2.5 6.5 4.2

Private Consumption 2.1 0.9 -5.4 3.4 3.8 3.5

Government Consumption 2.7 0.3 -8.0 -4.6 -4.2 -2.3

Gross Fixed Capital Investment -5.3 -3.8 -7.8 2.6 4.2 3.7

Exports, Goods and Services 2.7 4.8 -8.2 5.5 6.2 5.7

Imports, Goods and Services -4.4 -0.4 -10.2 4.5 5.4 5.0

Real GDP growth, at constant factor prices 0.9 -0.8 -6.3 2.5 6.5 4.2

Agriculture 27.9 2.0 3.3 3.4 3.4 3.5

Industry 2.2 1.2 -4.9 2.2 4.8 4.0

Services -2.3 -4.1 -9.4 2.8 9.6 4.5

Inflation (Consumer Price Index) 0.9 0.1 -1.0 3.0 2.5 2.6

Current Account Balance (% of GDP) -5.6 -5.5 -10.4 -8.1 -5.2 -4.3

Fiscal Balance (% of GDP) -8.6 -9.0 -17.4 -6.8 -4.6 -3.3

Primary Balance (% of GDP) -6.4 -6.7 -14.7 -3.7 -2.0 -1.1

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
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Key conditions and 
challenges 

 
Before the onset of the COVID-19 pan-
demic, the Palestinian economy was stag-
nant and the overall socio-economic situa-
tion was difficult, due to recurrent hostili-
ties and violence, a deteriorating relation-
ship with Israel, and falling aid inflows. 
During 2017-19, annual GDP growth aver-
aged 1.3 percent, lower than the popula-
tion growth rate, resulting in decreasing 
per capita incomes and increasing pov-
erty. Decomposing growth historically 
makes it evident that it was driven by 
accumulation of factors (both capital and 
labor) and not improvements in produc-
tivity. During the 2015-19 period, gross 
investment averaged about 25-26 percent 
of GDP, but the bulk of this has been 
channeled into activities in the non-
tradable sectors – not sectors that have 
served as escalators for growth in other 
countries. Likewise, Foreign Direct Invest-
ment (FDI), at a mere 1 percent of GDP, is 
very low. Potential sources of growth will 
be very limited going forward even in the 
post-COVID environment. 
COVID-19 has exacerbated existing eco-
nomic and social challenges. The West 
Bank is currently going through a third 
wave with no sign of a flattened curve 
anytime soon and the daily cases in Gaza 
also continue to be high. If this continues 
and given that the vaccination campaign 
is still nascent, further stringent lock-
downs may become necessary, amid 

eroding compliance, adversely affecting 
the outlook.  
 
 

Recent developments 
 
With limited fiscal space and monetary 
policy tools (due to the lack of a national 
currency) to mitigate the crisis impact, 
the economy bore the brunt of the pan-
demic and containment measures. The 
decline in activity from March 2020 was 
rapid and broad, with GDP contracting 
by 3.4 percent (y/y) in the first quarter of 
2020 and then by19.5 percent (y/y) in the 
second quarter, one of the largest con-
tractions on record. There was a rebound 
in the third quarter as the economy grew 
by 12 percent (q/q), but nonetheless, it 
was still nearly 12 percent lower than the 
same quarter of 2019 with private con-
sumption and capital investment contin-
uing to record significantly lower levels. 
In total, the economy shrank by 11.5 per-
cent in 2020, in real terms.   
Growth in consumer prices had been 
modest prior to the outbreak of COVID-
19, where prices generally moved in the 1-
2 percent range. But since April 2020, 
growth in prices has turned negative and 
by December, prices were 1.5 percent low-
er than in the same month of 2019, reflect-
ing weak demand by consumers. 
The PA’s fiscal stress heightened in 2020 
due to the economic slowdown and the 
decision to halt coordination with Israel. 
The PA’s decision in May 2020 to stop 
coordination with the Government of 
Israel (GoI) in response to the proposed 

PALESTINIAN 
TERRITORIES 

FIGURE 1  Palestinian territories / New daily COVID-19 
infections  

FIGURE 2  Palestinian territories / Actual and projected 
poverty rates and real GDP per capita 

Sources: John Hopkins University CSEE and World Bank staff calculations.  Sources: World Bank. Notes: see Table 2. 

After a successful containment of the 

COVID-19 first outbreak in the spring of 

2020, the second and third waves have 

been more challenging. Q2 2020 wit-

nessed one of the largest economic con-

tractions on record, but activity has 

slightly improved since. The fiscal posi-

tion has worsened not only due to the 

outbreak but also due to a political stand-

off that has disrupted the flow of revenues 

for half of 2020. The outlook remains pre-

carious and subject to numerous politi-

cal, security and health risks.  

Table 1 2020

Population, million 5.1

GDP, current US$ billion 1 5.1

GDP per capita, current US$ 2980.4

Upper middle-income poverty rate ($5.5)
a 21 .9

Gini index
a 33.7

School enro llment, primary (% gross)
b 97.7

Life expectancy at birth, years
b 73.9

(a) M ost recent value (2016), 2011 PPPs.

(b) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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annexation plan resulted in a suspension 
of clearance revenue receipts for six 
months, compounding the liquidity im-
pact of the Covid-19 crisis given that they 
constitute the majority of public income. 
On the expenditure side, public spending 
increased mainly due to a rise in social 
assistance to the new poor and affected 
businesses and increased medical spend-
ing. The financing need (deficit after 
grants) amounted to US$1.1 billion in 
2020 forcing the PA to increase its do-
mestic borrowing and accumulate more 
arrears to the private sector.  
During the peak closures of activity in the 
second quarter, some 121,000 people lost 
their jobs. Of this, some 96,000 people 
have lost a job in the Palestinian territo-
ries, especially in sectors that have been 
affected by social distancing measures, 
such as tourism, restaurants, and con-
struction, while some 25,000 Palestinian 
workers that cross to Israel lost their job in 
the second quarter of 2020. Both the third 
and fourth quarters saw an improvement 
with some 50,000 people regaining their 
jobs. This put the unemployment rate at 
23.4 percent at the end of the fourth quar-
ter of 2020. In Gaza, 43 percent of those in 

the labor force were unemployed in the 
fourth quarter of 2020, while the West 
Bank recorded an unemployment rate of 
15 percent during the same time.  
Based on the most recent official data, 
about 22 percent of Palestinians lived be-
low the upper-middle income poverty line 
(US$5.5 2011 PPP a day) in 2016/17, a 2.8 
percentage points increase with respect to 
2011. There is a significant regional in-
come disparity, with 46 percent of the 
population in Gaza below the poverty line 
in 2016/17, compared to just 9 percent in 
the West Bank.  
 
 

Outlook 
 
Uncertainty about the rollout of COVID-
19 vaccinations implies that the ongoing 
“lockdown-open-surge-lockdown” dy-
namic will disrupt the economic activity 
until enough population is vaccinated to 
achieve herd immunity. Accordingly, a 
modest bounce back is expected in 2021 
with growth returning to around 3.5 per-
cent, reflecting in part the base year effect 
from a sharp contraction in 2020. Upside 

risks arise from the signs of renewed en-
gagement by the US with the PA and the 
potential for the announced Palestinian 
elections to ease the internal divide be-
tween the West Bank and Gaza.  
Domestic revenue collections are projected 
to rise given that full lockdowns and se-
vere disruptions to economic activity are 
not anticipated. Clearance revenues, 
whose transfer is now resumed, are pro-
jected to decline as deductions by Israel are 
expected to increase by US$180 million in 
2021. Despite additional spending to rein-
state wages of Gaza employees as recently 
decided by the President, overall expendi-
ture as a share of GDP will slightly decline 
in 2021 as social assistance is expected to 
drop. Put together, the government bal-
ance (deficit after aid) is expected to re-
main high at 6.4 percent of GDP in 2021 – 
down from 7.6 percent in 2020.  
Projections based on GDP per capita 
growth suggest that the poverty rate has 
been increasing since 2016, reaching 28.9 
percent in 2020—a significant increase of 
approximately 7 percentage points in the 
last four years. This represents approxi-
mately 1.4 million people living in pov-
erty in 2020. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 1.2 1.4 -11.5 3.5 3.2 3.0

Private Consumption 1.1 3.8 -11.0 2.4 2.5 2.5

Government Consumption 7.3 -6.1 8.2 6.5 2.3 2.7

Gross Fixed Capital Investment 2.5 0.9 -31.8 8.4 9.3 5.1

Exports, Goods and Services 2.5 2.0 -9.6 3.8 3.0 3.0

Imports, Goods and Services 4.5 1.4 -12.0 5.0 4.0 3.0

Real GDP growth, at constant factor prices 1.9 1.4 -11.5 3.5 3.2 3.0

Agriculture 1.6 0.0 -3.6 2.2 1.9 1.6

Industry 2.2 -0.9 -19.9 5.0 4.4 3.7

Services 1.8 2.2 -9.7 3.2 3.0 3.0

Inflation (Consumer Price Index) 1.2 0.8 -0.7 0.7 0.9 0.9

Current Account Balance (% of GDP) -13.2 -10.4 -6.5 -8.1 -8.3 -8.9

Net Foreign Direct Investment (% of GDP) 1.7 1.1 0.9 0.8 0.8 0.8

Fiscal Balance (% of GDP) -2.5 -4.5 -7.6 -6.4 -5.7 -5.2

Debt (% of GDP) 14.5 16.3 24.2 25.7 26.4 26.9

Primary Balance (% of GDP) -2.1 -4.2 -7.3 -6.0 -5.2 -4.7

International poverty rate ($1.9 in 2011 PPP)a,b 0.9 1.0 1.4 1.4 1.4 1.4

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 4.8 5.0 7.1 7.1 7.1 7.1

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 22.8 23.6 28.9 29.0 29.0 28.9

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 2016-PECS.Actual data: 2016. Nowcast: 2017-2020. Forecast are from 2021 to 2023.

(b) Projection using neutral distribution (2016)  with pass-through = 1  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Qatar is distinct from other GCC econo-
mies in the dominance of natural gas ex-
ports, a model in which it has made large 
investments to bring gas onshore and ex-
port it mainly via liquefaction (LNG). As a 
result, it is the world’s second-largest gas 
exporter and the largest exporter of LNG. 
The collapse in crude oil prices at the start 
of the pandemic reverberated through to 
LNG markets, especially oil-linked LNG 
contracts.  This persisted for most of 2020 
and weakened overall GDP growth.  
Crude oil exports remain an import source 
of export earnings and liquidity that help 
smooth out the lumpy investments and 
long timeframes of LNG. Exemplifying 
the scale of investment associated with 
LNG, Qatar has begun new investments 
which will total around US$29 billion ex-
panding LNG capacity from the maritime 
North Field, which will take LNG produc-
tion capacity to 110 million tons per an-
num by 2026 (mtpa) up from the current 
production rate of 77 million mtpa.   
Unlike other energy producers in MENA, 
Qatar is also likely to have a longer 
timeframe to continue exporting hydro-
carbons to the degree that LNG is viewed 
seen as less brown intermediate feed stock 
to complement a renewable and / or hy-
drogen-energy based future economy.   
Notwithstanding LNG ambitions, there 
have been years of efforts to bolster com-
petitiveness. Recently, these included: the 

abolishment of the Kafala sponsorship 
system and the strengthening of labor 
protection that helps facilitate labor mobil-
ity and raise productivity; the introduc-
tion of a new Public-Private Partnerships 
law which should help improve FDI 
attractiveness; and the announcement of 
the terms, conditions, benefits and proce-
dures for real estate ownership and use of 
them by non-Qataris. This last step is a 
recognition that the diversification may 
involve long-term expatriate residency, 
moving towards a permanent residency 
model regarding access to healthcare, edu-
cation, and level playing field with citi-
zens in some commercial activities. 
The prolonged diplomatic rift with four 
key neighbors (Bahrain, Egypt, Saudi Ara-
bia and UAE) has also been resolved at 
the start of 2021; this removed some basic 
obstacles to movement of people, goods, 
and services between the countries 
(including airspace restrictions), but it will 
take some time to reestablish normal eco-
nomic links between the countries.  
 
 

Recent developments 
 
An initial spike of COVID-19 cases in the 
first and second quarters of 2020 was con-
trolled through a strict lockdown, social 
distancing and travel restrictions.  As a 
result, the country experienced a path of 
low and stable new cases as well as a rela-
tively low number of deaths which al-
lowed the authorities to gradually unwind 
the restrictions. In contrast with other 
GCC countries, mobility (measured via 

QATAR 

Qatar entered COVID-19 with a very 

particular set of circumstances, namely 

a high specialization in liquefied natu-

ral gas exports and very limited inter-

action with its immediate neighbors 

due to a diplomatic rift. These factors 

somewhat buffered the impact of Covid-

19. The fundamentals for a strong re-

covery are in place through resilient 

demand for gas as a transition fuel, an 

extensive set of business environment 

reforms, and a tourism sector that was 

gearing up for 2022, not 2020-21.  

FIGURE 1  Qatar / Real GDP growth FIGURE 2  Qatar / Public finances 

Sources: Haver and World Bank staff calculations. Sources: Haver and World Bank staff calculations. 

Table 1 2020

Population, million 2.9

GDP, current US$ billion 1 56.8

GDP per capita, current US$ 54428.9

School enro llment, primary (% gross)
a 1 03.5

Life expectancy at birth, years
a 80.1

(a) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

-10

0

10

20

30

40

50

60

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Fiscal balance Revenue Expenditure

Percent of GDP

-10

-5

0

5

10

15

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Oil GDP growth

Non-oil growth

Real GDP growth

Percent change



173 MPO Apr 21 

Google mobility data) returned to pre-
pandemic levels by the third quarter. Re-
tail and recreation and transit station foot-
fall, as well as workplace mobility con-
verged to the torrid pace set by residential 
activity during lockdown. 
Following a sharp fall in the first quar-
ter of 2020, Qatar’s Purchasing Manag-
ers’ Index (PMI) has consistently re-
mained above 50 indicating economic 
expansion. Manufacturing and services 
activity reached near 60 at the end of 
the second quarter settling at a more 
subdued pace in the third and fourth 
quarters but still showing expansion. A 
PMI of 51.8 in January 2021 also sug-
gested a strong start to the new year.  
Nonetheless, a rise in COVID-19 cases 
(from less than 150 new cases in Decem-
ber 2020 to 469 at the end of February 
2021) has led government to announce 
new measures, especially focused on 
social gatherings where it is believed 
much non-compliance was occurring. 
In addition to the lift in LNG pricing from 
the recovery in oil prices, Qatar expanded 
its share of the LNG market in Asia, where 
LNG spot prices have recently spiked, 
being the only major exporter able to re-
spond quickly to the surge in demand. 
The fiscal deficit in 2020 is estimated at 3.6 
percent of GDP in 2020 in the wake of  

weak hydrocarbon prices, from where the 
bulk of government revenues are derived, 
and strong offsetting expenditures to miti-
gate the economic effects of COVID-19 
amongst hardest hit sectors (travel, tour-
ism and real estate). Consumer price infla-
tion was -2.6 per cent last year.  Prices are 
likely to return to normal from base effects 
in 2021 and with the possible implementa-
tion of VAT, which was postponed due to 
the pandemic. 
The year 2021 began with continued impe-
tus from manufacturing and services as 
reflected in the PMI, a stronger than ex-
pected recovery in oil markets, and final 
preparations ahead of the fortuitously-
timed 2022 FIFA World Cup.  Optimism 
has been dented with a resurgence of new 
COVID-19 cases, slow vaccination rollout 
in Europe, and new social restrictions in 
February 2021.  
 
 

Outlook 
 
Real GDP growth for 2021 is expected to 
be 3 percent, with the same rate of growth 
for both oil and non-oil GDP, driven by 
domestic and foreign demand as vaccina-
tions roll out and with the end of the dip-
lomatic rift. Strengthening energy prices 

and final preparations for the FIFA 
World Cup 2022, as well as expected 
bumper tourist receipts from what could 
be the world’s first post-Covid mass au-
dience sporting event, should lead to 4.1 
percent growth in 2022, with non-oil 
GDP expected to grow 4.9% (and oil GDP 
remaining at 3%). 
The fiscal deficit is expected to narrow to 
2.3 percent in 2021 following recovery in 
hydrocarbon prices, the potential intro-
duction of VAT in the current year and a 
general easing of fiscal mitigation as the 
pandemic unwinds. Like other macroeco-
nomic indicators, the current account in 
Qatar is largely a function of energy-
related commodity prices and export vol-
umes. With a strong improvement in ener-
gy prices and higher market share in Asia, 
the current account will likely return to 
surplus (1.7 percent of GDP in 2021) and 
should be further bolstered from World 
Cup tourist receipts in 2022. 
Nonetheless, the economic rebound in 
2021 and beyond depends on the control 
of the COVID-19 pandemic and the effec-
tive roll-out of vaccines. Existing testing 
and tracing infrastructure will be needed 
for some time. The resolution of the dip-
lomatic rift revives the prospect of fur-
ther GCC integration and regional crisis 
burden-sharing.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 1.2 0.8 -3.2 3.0 4.1 4.5

Private Consumption 5.0 3.5 -5.6 4.8 5.9 5.1

Government Consumption -3.0 2.5 10.3 4.0 4.3 3.5

Gross Fixed Capital Investment 4.0 2.5 -3.2 3.0 3.3 3.4

Exports, Goods and Services 1.5 1.1 -6.8 2.7 5.3 6.0

Imports, Goods and Services 3.0 6.0 -2.7 5.5 5.8 6.0

Real GDP growth, at constant factor prices 1.2 0.8 -3.2 3.0 4.1 4.5

Agriculture 15.7 1.0 3.0 5.0 7.5 6.8

Industry 0.6 1.2 1.0 2.7 2.6 3.0

Services 2.7 -0.3 -13.7 4.0 8.5 8.7

Inflation (Consumer Price Index) 0.1 -0.9 -2.6 1.0 3.0 2.5

Current Account Balance (% of GDP) 9.1 2.4 -2.5 1.7 2.7 4.1

Fiscal Balance (% of GDP) 2.3 1.0 -3.6 -2.3 2.7 1.8

Primary Balance (% of GDP) 3.7 2.7 -1.7 -0.6 4.3 3.3

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
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Key conditions and 
challenges 
 
Saudi Arabia remains highly dependent 
on the hydrocarbon sector, but a reform 
acceleration beginning in 2016 had made 
progress on economic diversification, es-
pecially regarding labor force participa-
tion of women, mobilization of non-oil 
revenues, and services-led growth. The 
economy fell into a deep recession in 2020 
in the aftermath of the twin shocks of 
COVID-19 and lower oil prices, creating 
large shortfalls in fiscal and external posi-
tions. While the oil sector impact of 
COVID-19 has accelerated the urgency to 
delink the path of the economy from the 
oil sector, the pandemic is also likely to 
change the nature of the services model in 
many countries, and oil will remain a val-
uable asset to finance the transformation 
and adaptation to this emerging model.   
While authorities lifted many stringent 
public health measures with the improve-
ment of pandemic conditions, a spike in 
cases due to new variants of the virus 
risks a cycle of on-off lockdowns, damp-
ening recovery. Saudi Arabia is a regional 
leader for launching its national vaccina-
tion program in mid-December; however, 
the vaccination rate remains in the large 
cluster of slowly-progressing countries, an 
order of magnitude behind countries like 
the USA, UAE, and Chile. Strong ground-
work for a vaccination scale-up and an 
ample testing apparatus should support 
efforts in restarting in-person services, 

especially in light of the importance of 
travel for religious pilgrimage.  
With oil prices rebounding as global de-
mand recovers, the temptation to “cheat” 
on production quotas by OPEC+ mem-
bers increases, which might trigger anoth-
er price war as in March 2020. Imposing 
further fiscal restraint, whether to tackle 
the public sector wage bill or mobilize 
non-oil revenues, will need to be bal-
anced against the case for active fiscal 
policy to mitigate COVID-19 impacts. To 
lessen the burden on the budget as a driv-
er of growth, the Public Investment Fund 
(PIF) is taking on a larger developmental 
role in the domestic economy; experience 
of other countries shows that the crowd-
ing-in potential of a public fund is en-
hanced by transparency and predictabil-
ity for the private sector on the fund’s 
investments and governance thereof.  
 
 

Recent developments 
 
Saudi Arabia has faced a compound chal-
lenge of coping directly with the pandemic 
and with the indirect oil market implica-
tions of the pandemic. Daily infections had 
been on a downward trajectory from its 
peak in June 2020 (4400 cases) to early Jan-
uary 2021 (100 cases); yet by mid-February 
new and more transmissible variants of the 
virus crept up, forcing partial reinstatement 
of travel bans. Meanwhile, the national 
vaccination program rollout started in mid-
Dec 2020, ahead of many countries in the 
region, with the aim of inoculating at least 
70 percent of population by end 2021. The 

SAUDI ARABIA 

After a deep contraction in 2020, Saudi 

Arabia’s economy is on a recovery path 

as new COVID-19 cases have stabilized 

at manageable levels, global conditions 

improve, and the national vaccination 

program gains momentum. Improve-

ment in oil prices and easing of con-

tainment measures will strengthen me-

dium-term fiscal and external posi-

tions. A resurgence of COVID-19 in-

fections and renewed downward pres-

sure on oil prices are key downside 

risks to the outlook. Further fiscal aus-

terity measures would also act as a 

headwind to the recovery.  

FIGURE 1  Saudi Arabia / Annual real GDP growth FIGURE 2  Saudi Arabia / Central government operations 

Sources: GASTAT Saudi Arabia and WB staff estimates. Sources: World Bank, Macroeconomics, Trade, & Investment Global Practice. 

Table 1 2020

Population, million 34.8

GDP, current US$ billion 701.6

GDP per capita, current US$ 20151.6

School enro llment, primary (% gross)
a 100.7

Life expectancy at birth, years
a 75.0

(a) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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vaccination rate, currently standing at 7 
doses per 100 people, is increasing rapidly, 
but still too low to give sizable immunity. 
On the other hand, the Kingdom has navi-
gated extraordinary volatility in the oil 
market, using the OPEC+ structure and its 
own carefully calibrated production adjust-
ments to keep supply in line with the grad-
ual global relaxation of containment 
measures. Nevertheless, oil prices are now 
at a level where unconventional supply 
will be induced back into the market.  
Against this background, GDP contracted 
by 4.1 percent in 2020, led by oil produc-
tion cuts. Non-oil sectors reported better-
than-expected signs of recovery during 
the second half of 2020 as containment 
measures eased—with quarter-to-quarter 
growth registering 1.8 and 2.8 percent for 
Q3 and Q4, respectively; yet proxies for 
consumer spending remain weak reflect-
ing households’ adjustment to higher 
VAT rate and the construction sector 
seemed to slow. With the VAT increase in 
mid-2020, headline inflation rose to 3.4 
percent for the year.       
Despite painful fiscal measures intro-
duced in mid-2020, the budget deficit 
continued to widen, reaching 11.3 per-
cent of GDP. Thus far, depletion of re-
serves and ample market access have 
proven sufficient to finance the deficit, 

insulating the economy from the full vol-
atility of oil revenues.    
There is no publicly available information 
on official poverty rates in Saudi Arabia 
and access to survey data to measure wel-
fare conditions is limited. However, in 
recent years the government has made 
gains creating the capacity to identify and 
support low income households.  
The most recent employment data from 
the General Authority of Statistics 
(GASTAT) shows that unemployment 
during Q3 of 2020 was 8.7 percent, 2.9 p.p. 
higher than during the same period of 
2019. Unemployment among Saudis is 
largely made up of the young and educat-
ed ; 60.7 percent of all unemployed Saudis 
belong to the age group 20-to-29 years, 
and more than half of them (53.9 percent) 
hold a bachelor’s degree. Male labor force 
participation (66 percent) is more than 
double that of females (31.3 percent) – 
itself a doubling of the rate since 2016.  
 
 

Outlook 
 
The economy is expected to grow by 2.4 
percent in 2021, driven by a more acceler-
ated pick-up in global energy demand 
and prices and Saudi oil production level 

closer to its OPEC+ original commitment, 
resulting in oil sector growth of 0.5 per-
cent. As the vaccination program gains 
more momentum and COVID-related 
restrictions are eased, non-oil sectors will 
continue their growth trajectory, estimat-
ed to reach 3.5 percent in 2021 and reflect-
ing stronger private consumption, gradu-
al resumption of religious tourism, and 
higher domestic capital spending sig-
naled through PIF’s five-year strategy 
(2021-2025). Medium-term growth is ex-
pected to reach 3.3 percent while headline 
inflation in 2021 is expected drop, as VAT
-driven impact on inflation dissipates.  
The budget deficit is anticipated to reach 
5.6 percent of GDP in 2021 and will con-
tinue its narrowing path in the medium 
term, but not quickly enough to achieve 
the self-imposed medium-term balanced 
budget target articulated in the Fiscal 
Balance Program (FBP) by 2023. Signs of 
urgency by authorities to push forward 
with the privatization program will instill 
confidence about private sector role in 
Vision 2030 and ease financing needs, 
with debt-to-GDP projections staying 
comfortably below 50 percent target in 
the medium term. The external current 
account is projected to return into surplus 
during 2021-2023 as energy prices and 
export earnings recover.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 2.4 0.3 -4.1 2.4 3.3 3.2

Private Consumption 1.9 4.4 -4.9 2.3 2.6 2.7

Government Consumption 6.0 0.6 2.6 2.6 1.2 0.9

Gross Fixed Capital Investment -2.9 4.9 -14.0 3.9 4.0 4.0

Exports, Goods and Services 6.8 -4.5 -8.7 1.8 4.7 4.5

Imports, Goods and Services 2.7 1.3 -14.6 2.7 3.0 3.1

Real GDP growth, at constant factor prices 2.6 0.3 -4.0 2.4 3.3 3.2

Agriculture 0.3 1.3 0.0 0.1 0.2 0.2

Industry 2.7 -2.6 -5.3 0.4 2.4 2.4

Services 2.5 4.3 -2.5 5.1 4.6 4.3

Inflation (Consumer Price Index) 2.5 -1.2 3.4 3.6 2.0 2.2

Current Account Balance (% of GDP) 9.0 6.6 -2.7 2.6 4.5 5.9

Net Foreign Direct Investment (% of GDP) 0.7 0.8 -0.2 0.5 0.6 0.8

Fiscal Balance (% of GDP) -5.9 -4.2 -11.3 -5.6 -3.0 -1.0

Primary Balance (% of GDP) -5.4 -3.4 -10.1 -4.3 -1.7 0.3

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
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Key conditions and 
challenges 
 
On the tenth anniversary of the Jasmin 
revolution, Tunisia finds itself on a weak 
economic footing and a renewed wave of 
social unrest. With persistent political 
instability over the past ten years, the 
economy struggled to garner investor 
confidence such that GDP growth aver-
aged just 1.5 percent between 2011 and 
2019. Growth now relies increasingly on 
consumption while investment and ex-
ports remain significantly below pre-
revolution levels. As growth stagnated, a 
social contract that sees the public sector 
as a source of jobs and a guarantor of 
affordability has seen the fiscal context 
deteriorate under the weight of a large 
public sector wage bill, underperforming 
state-owned enterprises and consumer 
price subsidies. 
Having handled the first wave of the 
COVID-19 pandemic well, a deeper and 
prolonged second wave has been ongoing 
since September 2020. The number of 
confirmed new infections averaged 
around 1700 per day by end 2020, com-
pared to a peak of just 61 new cases in 
April 2020, but started to decline by Feb-
ruary 2021. The authorities are attempting 
to manage the pandemic with social dis-
tancing and internal travel restrictions 
while avoiding another national lock-
down. Adding to the COVID-19 challenge 
is an increase in social protests by a 
strained population and renewed political 

turbulence, whilst economic conditions 
deteriorate and fiscal space narrows. This 
offers Tunisia poor prospects unless 
strong national leadership begins to build 
political stability and consensus to steer 
the country on the path to recovery. 
 
 

Recent developments 
 
Real GDP contracted by 8.8 percent in 
2020 as sharp declines in domestic and 
external demand followed the pandemic. 
With a 9.3 percent contraction, manufac-
turing, a mainstay of the Tunisian econo-
my, was deeply impacted. An 80 percent 
decline in passenger arrivals also caused a 
downturn in tourism and transport. Nota-
bly, business pulse surveys indicate that 
almost a quarter of formal firms (23.6 per-
cent), mainly in the services sector, were 
either temporarily or permanently closed 
by the end of 2020. This has had a knock-
on effect on unemployment, which stood 
at 17.4 percent by end 2020, compared 
with 14.9 percent pre-pandemic. 
According to a series of telephone inter-
views conducted by the Institut National de 
la Statistique and the World Bank, during 
and after confinement (March-November 
2020), economic activity sharply declined 
for most employees, and a decline in in-
comes has been observed. Results show 
that although employment in November 
2020 rebounded to pre-crisis levels among 
respondents, labor income among wage 
workers, and particularly the self-
employed, is still below pre-pandemic 
levels. More than half of households report 

TUNISIA 

As the COVID-19 pandemic stretches 

into 2021 and in a context of heightened 

socio-political unrest, Tunisia’s growth 

and fiscal outlook is weaker than before. 

The recovery will require more stability 

and a joint national effort to steer the 

economy to the right path. 

FIGURE 1  Tunisia / Real GDP: Actual,  forecast and         

pre-covid trend 

FIGURE 2  Tunisia / Actual and projected poverty rates and 

real GDP per capita 

Sources: Government of Tunisia; World Bank. Sources: World Bank. Notes: see Table 2. 

Table 1 2020

Population, million 1 1 .8

GDP, current US$ billion 39.1

GDP per capita, current US$ 331 1 .9

National poverty rate
a 1 5.2

Lower middle-income poverty rate ($3.2)
a 3.0

Gini index
a 32.8

School enro llment, primary (% gross)
b 1 1 5.4

Life expectancy at birth, years
b 76.5

(a) M ost recent value (2015).

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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worsening living standards relative to the 
pre-pandemic period, and for about 40 
percent of the poorest, welfare levels have 
continued to deteriorate. Although 
COVID-19 has had negative effects on 
everyone’s welfare, poor and vulnerable 
households are particularly hit because of 
their unequal access to basic services, 
especially heath care in case of infection, 
as well as coping mechanisms put in 
place.  However, considering the magni-
tude of the GDP decline, this increase 
could have been much bigger if the gov-
ernment hadn’t reacted very fast by scal-
ing up the existing cash transfer pro-
grams to compensate for the loss of em-
ployment and the decrease in income. 
The current account deficit improved from 
8.5 percent of GDP in 2019 to 6.8 in 2020 as 
imports declined (-19 percent) faster than 
exports (-12 percent). With this, forex re-
serves increased to US$8.3 billion (158 
days of import cover) by January 2021 
against US$7.4 billion at end 2019. 
COVID-19 response measures, along with 
revenue losses, caused the fiscal deficit to 
balloon to approximately 10 percent of 
GDP in 2020 (up from 3 percent of GDP in 
2019). Central government debt is esti-
mated to have reached 88 percent of GDP 
by end 2020, compared to 72 percent in 
2019. The debt burden exceeds 100 per-
cent of GDP once government guarantees 
and SOE debts are included. 

 

Outlook 
 
Growth is temporarily expected to accel-
erate to 4 percent in 2021 as the pan-
demic’s effects on exports begin to abate 
and domestic demand begins to recover. 
The uptick is, however, not large enough 
to return output to pre-pandemic levels of 
2019. After this short-term rise, growth is 
expected to return to a more subdued 
trajectory, expanding by around 2 percent 
by 2023, reflecting pre-existing structural 
weaknesses and a gradual global recov-
ery from the pandemic. These estimates 
are presented with significant downside 
risks. The pace of the recovery will de-
pend on the extent of the pandemic in 
2021, vaccine rollout in Tunisia and 
among key trading partners as well as 
measures to mitigate the pandemic’s im-
pact on households and firms. 
Extreme poverty - measured using the 
international poverty line of US$1.9 PPP - 
is projected to remain below 1 percent 
through 2023 but poverty measured using 
the US$3.2 PPP line will only slightly de-
cline compared to 2020 and will not re-
turn to pre-crisis levels of 2.9 percent 
(2019). It was 3.7 in 2020 and it will de-
cline to 3.4 percent in 2021. Also, the per-
centage of the population “vulnerable” to 
falling into poverty is not expected to 

recover to pre-crisis levels in 2021. Using an 
expenditure threshold of US$5.5 PPP, the 
number of poor and of those vulnerable to 
poverty is expected to decline from 20.2 
percent to 19.2 percent of the population. 
The current account deficit is expected to 
widen to 9.2 percent of GDP in 2021 as 
imports begin to recover and oil prices 
increase. As the effects of the pandemic 
ease and trade flows recover, manufac-
tured exports and tourism arrivals are 
expected to pick up gradually, supporting 
a gradual decline to 8.9 percent of GDP 
by 2023. But risks to the external outlook 
remain high, including a sluggish recov-
ery in exports, given the heavy impact of 
the pandemic on firm capacity and the 
pace of recovery amongst Tunisia’s main 
trading partners.  
Financing needs will continue to be high 
in the medium-term given the extent of 
the pandemic’s impact on the economy. 
Public finances will be particularly chal-
lenging in 2021, with an expected fiscal 
deficit in the range of 8-9 percent of 
GDP, as the authorities deal with the 
pandemic and maintain support to 
households, but with depleted fiscal 
buffers. In particular, meeting the 2021 
budget’s external financing needs will be 
challenging given the deterioration of 
the fiscal setting, the recent sovereign 
credit rating downgrade and in the ab-
sence of an IMF program. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 2.7 1.0 -8.8 4.0 2.6 2.2

Private Consumption 2.1 0.9 -3.0 2.5 1.5 1.4

Government Consumption 0.2 0.3 -11.4 -15.8 1.3 1.3

Gross Fixed Capital Investment 2.0 -12.3 -32.6 33.9 6.5 6.0

Exports, Goods and Services 4.4 -5.0 -19.0 21.0 12.0 10.0

Imports, Goods and Services 1.7 -8.6 -18.0 16.0 10.0 8.8

Real GDP growth, at constant factor prices 2.6 1.0 -9.1 4.5 2.6 2.3

Agriculture 11.9 0.4 4.4 -3.0 3.5 3.5

Industry 1.4 -1.1 -10.7 9.5 1.4 0.4

Services 1.7 1.9 -10.5 3.8 3.0 2.8

Inflation (Consumer Price Index) 7.3 6.7 5.6 5.8 6.0 6.0

Current Account Balance (% of GDP) -11.2 -8.5 -6.8 -9.2 -9.0 -8.9

Fiscal Balance (% of GDP) -4.5 -3.1 -10.0 -8.6 -6.8 -6.4

Debt (% of GDP) 77.8 71.8 87.2 90.3 91.5 94.1

Primary Balance (% of GDP) -1.8 -0.5 -6.2 -5.0 -3.2 -2.3

International poverty rate ($1.9 in 2011 PPP)a,b 0.2 0.2 0.3 0.3 0.3 0.3

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 2.9 2.9 3.7 3.4 3.3 3.2

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 16.7 16.7 20.1 19.2 18.6 18.1

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 2015-NSHBCSL.Actual data: 2015. Nowcast: 2016-2020. Forecast are from 2021 to 2023.

(b) Projection using neutral distribution (2015)  with pass-through = 0.7  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 

 
Rich in hydrocarbon wealth, the United 
Arab Emirates (UAE) is the second largest 
economy in the Middle East after Saudi 
Arabia. Over the past years, the authorities 
have intensified efforts to diversify the 
economy away from hydrocarbon, success-
fully positioning the UAE as the region’s 
global trade, financial and travel hub. 
While the non-hydrocarbon sector accounts 
for two-thirds of GDP, the economy contin-
ues to rely on hydrocarbon as the engine of 
growth and the main source of government 
revenue, and thus remains vulnerable to 
volatility of global oil prices.   
In 2020, the UAE’s economy suffered a 
major blow from COVID-19. The hydrocar-
bon sector was severely affected by plum-
meting global oil prices and the OPEC+ 
production cuts, which led to a sharp con-
traction of hydrocarbon exports and gov-
ernment revenue, constraining performance 
of oil-liquidity dependent sectors, especially 
real estate and construction. Sectors cater-
ing to the trade and travel industries were 
also hard-hit by the global economic con-
traction and strict containment measures. 
The brunt of job and income losses due to 
COVID-19 has likely been borne dispropor-
tionally by foreign workers.  
While the authorities’ major monetary, 
financial, and fiscal mitigation measures 
have cushioned the impact of the pan-
demic on the economy, the UAE’s near-
term economic prospects depend on the 

recovery in global demand for oil and 
their proactive COVID-19 management 
strategy, including the national-scale rap-
id testing and ongoing swift roll-out of 
vaccines. Continued diversification efforts 
will remain a key priority to maintain the 
UAE’s dynamic comparative advantage 
in global innovator services and labor-
intensive tradable services.  
 
 

Recent developments 
 
COVID-19 and its economic fallout exerted 
a heavy toll on the UAE’s open economy, 
leading to a contraction of 4 percent in the 
first half of 2020 year on year (y/y). The 
volume of oil production declined by 4.4 
percent (y/y) in the second quarter of 2020, 
in line with the OPEC+ production cuts 
agreement. The non-hydrocarbon sector 
contracted by 6 percent for the first half of 
2020, as strict lockdown, travel bans, and 
supply chain disruptions constrained tour-
ism, construction and trade activities. Non-
hydrocarbon activity began to show signs 
of recovery in the third quarter of 2020, 
with the resumption of international trav-
el, relaxation of lockdowns, and large-scale 
monetary and fiscal measures. However, 
the nascent recovery was soon put on hold 
in late 2020, as a spike in new COVID in-
fections in the UAE and across the globe 
prompted the authorities to reimpose tight 
movement restrictions and close travel 
corridors (in some cases, corridors were 
closed at the other end). The hydrocarbon 
sector remained severely depressed due to 
restrained oil production in line with the 

UNITED ARAB 
EMIRATES 

FIGURE 1  United Arab Emirates / Annual GDP growth rate FIGURE 2  United Arab Emirates / External account  

Sources: UAE authorities and IMF/World Bank Staff estimates. Sources: UAE authorities and IMF/World Bank Staff estimates. 

COVID-19 and its economic fallout 

entailed a major shock to the UAE’s 

open economy. Low oil prices and 

OPEC+ production cuts hobbled the 

hydrocarbon sector, the backbone of the 

economy, while the service-oriented 

non-hydrocarbon economy was severely 

affected by disruptions in global trade 

and travel. The UAE’s near-term eco-

nomic prospects depend critically on 

being positioned to benefit from the 

recovery of the global economy. The 

country’s long-run priority is to fur-

ther diversify the economy and create 

jobs in the private sector.  

Table 1 2020

Population, million 9.9

GDP, current US$ billion 345.8

GDP per capita, current US$ 34961 .8

School enro llment, primary (% gross)
a 1 08.4

Life expectancy at birth, years
a 77.8

(a) WDI for School enrollment (2017); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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OPEC+ production quota. The overall 
economy has likely contracted by around 6 
percent in 2020. Government finances are 
under significant strain. The fiscal outturn 
in the first half of 2020 was a deficit of 2.3 
percent of GDP, compared with a surplus 
of 3.4 percent a year earlier, due to re-
duced hydrocarbon revenue and the fiscal 
mitigation measures introduced at both 
the federal and emirate levels. The mitiga-
tion packages, totaling AED 26.5 billion 
(US$7.2 billion), included a suspension of 
work permit fees, reduction of labor and 
other charges to lower the cost of doing 
businesses and support small and medium 
enterprises, as well as financial assistance 
to activities particularly affected by 
COVID. Financing needs were mostly met 
by international debt issuances at the emir-
ate level, but a recently released new feder-
al public debt strategy for 2021-23 also 
points to growing reliance on the local-
currency bond market.  
The deflationary trend has persisted 
throughout the year, with the CPI falling 
by 2 percent in December 2020 (y/y), driv-
en by price declines of non-tradable goods 
and services (such as rents, transport and 
recreation) that reflected subdued domes-
tic and external demands. The recession 
has further depressed real estate prices in 
the UAE, which had been on the fall due 
to oversupply of residential properties, 
undermining banking sector profitability. 

The Central Bank of the UAE (CBUAE) 
has maintained an accommodative mone-
tary policy stance, closely tracking US 
monetary policy to maintain its currency 
peg. Early in the pandemic crisis, the 
CBUAE launched an AED 256 billion 
(US$70 billion) monetary stimulus, relax-
ing a number of regulatory requirements 
for banks to ease repayment pressures for 
the private sector and boost domestic 
credit growth. Yet credit to the private 
sector, particularly lending to business 
and industries, continued to contract in 
2020, and the share of non-performing 
loans in total lending is on the rise, reach-
ing 7.7 percent in September 2020.  
The current account position has likely 
slipped into deficit in 2020, for the first 
time on record, due to the significant un-
derperformance of both hydrocarbon and 
non-hydrocarbon exports. However, the 
UAE’s external position remains strong, 
with official reserves equivalent to more 
than 5 months of imports as of September 
2020, and assets of various sovereign 
wealth and development funds are vast.  
 
 

Outlook 
 
The economy is expected to rebound in 
tandem with the recovery of the global 
economy.  

The hydrocarbon sector would regain 
strength with rising global oil prices, 
helping to restore the fiscal and external 
positions, and boosting confidence on the 
overall economy. This, coupled with a 
sustained recovery of global trade and 
travel, would allow the non-hydrocarbon 
sector to rebound. The normalization of 
relations with Israel and Qatar could 
expand economic opportunities. But the 
pandemic could have a lingering impact 
on global travel, hampering a speedy 
recovery of the UAE’s large tourism in-
dustry. The long-run economic prospects 
continue to hinge on the authorities’ 
efforts to create a favorable business en-
vironment to foster growth of the non-
hydrocarbon sector and create jobs in the 
private sector. The introduction of a new 
Commercial Companies Law in Decem-
ber 2020, which among other things per-
mits foreign nationals 100 percent owner-
ship in most industries, marks a further 
extension of the free zone investment 
environment to the “on-shore” economy. 
Combined with the measures on business 
costs and the earlier introduction of VAT, 
there has been a sizable gain in competi-
tiveness, and thus significant upside risks 
to the outlook.  

TABLE 2  United Arab Emirates / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 1.2 1.7 -6.3 1.2 2.5 2.5

Private Consumption 6.1 13.4 -4.9 2.3 2.2 2.2

Government Consumption -5.0 14.3 3.2 2.1 2.3 2.3

Gross Fixed Capital Investment 3.6 0.0 -4.5 2.5 2.1 2.1

Exports, Goods and Services 11.5 -2.9 -7.3 3.6 3.9 3.9

Imports, Goods and Services 10.9 3.6 -4.5 2.5 4.2 4.2

Real GDP growth, at constant factor prices 1.2 1.7 -6.3 1.2 2.5 2.5

Agriculture 5.4 2.7 -5.0 3.4 2.1 2.1

Industry 1.8 2.1 -7.2 0.3 2.6 2.6

Services 0.6 1.2 -5.5 2.1 2.3 2.3

Inflation (Consumer Price Index) 3.1 -1.9 -1.6 1.2 2.0 2.0

Current Account Balance (% of GDP) 9.3 6.5 -1.5 2.9 4.9 7.3

Fiscal Balance (% of GDP) 1.2 -1.0 -8.0 -0.5 1.7 -2.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
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Key conditions and 
challenges 

 
The fallout of COVID-19 has hit the peo-
ple and the economy of Yemen in a state 
of extreme fragility after seven years of 
conflict. Socio-economic conditions deteri-
orated further in 2020, affected by com-
pound conflict, health, and climate events 
and depleted coping capacity. Distortions 
created by the fragmentation of institu-
tional capacity and the divergent policy 
decisions between the areas of control 
have led to acute shortages of basic in-
puts, including fuel. 
Without stable sources of foreign ex-
change, expansionary monetary policy has 
accelerated the depreciation of the Yemeni 
rial. Given Yemen’s high dependence on 
imports, the weakening of the currency 
has passed through to domestic prices, 
eroding purchasing power of households 
and businesses. Recovery of oil produc-
tion and exports remain slow, limiting 
government revenue. Collection of non-
hydrocarbon revenue has been limited. 
Regular salary payments to public sector 
workers continue to experience recurring 
delays and uneven geographical coverage. 
Accurate poverty projections are unable to 
be produced in the current environment. 
The latest national poverty rate was esti-
mated using data prior to the conflict, and 
provides a difficult base from which to 
estimate how poverty has changed since 
given the profound impacts the conflict 
has had on the country. Any projection of 

poverty is imprecise without a more thor-
ough, data-borne understanding of the 
significant changes to both inflation and 
economic activity and the effects of forced 
displacement. Even though poverty esti-
mates cannot be produced, the welfare 
situation in the country is dire, where ap-
proximately 80 percent of respondents of 
a monthly mobile phone survey conduct-
ed by the WFP in 2020 had difficulty ac-
cessing either food or basic services. 
The overarching socio-economic risks 
derive from fragility and conflict. Near-
term macroeconomic risks are closely tied 
to improving external accounts. In the 
government-controlled areas, there is a 
difficult trade-off between salary pay-
ments and macroeconomic stability, in the 
absence of other financing sources besides 
monetary expansion. In the non-
government controlled areas, the private 
sector faces enormous challenges due to 
an arbitrary and sometimes coercive busi-
ness environment and numerous interrup-
tions to the inflow of commercial imports. 
Fragmentation of institutional capacity 
and the lack of policy coordination risks 
deepening the divisions in the financial 
sector and further aggravation of market 
distortions (e.g., smuggling and arbitrage 
of goods and currency).  
 
 

Recent developments 
 
The economy contracted sharply from an 
already low base. The oil sector—the only 
large export earner—was hard-hit by low 
global oil prices. Non-oil economic activity 

REPUBLIC OF 
YEMEN 

FIGURE 1  Republic of Yemen / Parallel market exchange 
rate  

FIGURE 2  Republic of Yemen / Share of respondents with 
poor food access 

Sources: World Bank staff estimates. Sources: WFP Mobile Vulnerability Analysis and Mapping Survey. 

An unprecedented protracted humani-

tarian crisis, aggravated by COVID-19, 

leaves many Yemenis mostly dependent 

on relief and remittances. Socio-

economic conditions are deteriorating 

rapidly, driven by a currency deprecia-

tion, trade disruptions, rising food 

prices, severe fuel supply shortages, 

disruption and downsizing of humani-

tarian operations. Intensifying violence 

and fragmentation of macroeconomic 

policies add further strains on the frag-

ile economic conditions, and the popu-

lation is at risk of famine in 2021.  

Table 1 2020

Population, million 29.8

GDP, current US$ billion 1 9.9

GDP per capita, current US$ 668.2

School enro llment, primary (% gross)
a 93.6

Life expectancy at birth, years
a 66.1

(a) WDI for School enrollment (2016); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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suffered significantly from COVID-19 relat-
ed trade slowdown and exceptionally 
heavy rainfalls, which caused intense flood-
ing, damage and loss of life. Foreign ex-
change shortages deepened further with the 
near depletion of Saudi Arabia’s basic im-
port finance facility, reduced oil revenues, 
and downsizing of humanitarian assistance. 
Inflation has accelerated quickly in 2020. 
The weakening of the rial played a major 
role; other factors such as COVID-19 relat-
ed disruptions, insecurity, trade re-
strictions and associated fuel shortages 
have also influenced price dynamics. The 
national average cost of the Minimum/
Survivable Food Basket increased by 4 
percent in December 2020 (m-o-m) and by 
30 percent (y-o-y). Hodeidah port, a major 
port of entry for much of the country, 
showed a 6 percent volume reduction of 
imported food products during 2020, es-
pecially flour (30 percent decline) and 
wheat (20 percent decline). Fuel shortages 
also contribute to domestic price increases 
and disruptions in basic services delivery. 
The total volume of discharged diesel and 
gasoline imported through Hodeidah 
have declined by an estimated 34-40 per-
cent in 2020. The divergence in cash ex-
change rates between Sana’a and Aden 
have widened in early 2021 reaching near-
ly YR 268 (approximately 45 percent more 

depreciated in Aden) at the end of the 
January 2021. The divergence between 
exchange rates, and tightening of ex-
change controls and payment networks on 
both sides have increasingly fragmented 
local financial markets, impeding domes-
tic transfer services. The cost of financial 
transfers through commercial banks and 
exchange bureaus from new to old bank-
notes saw a gradual increase in recent 
months and associated fees reached more 
than 40 percent at end-January 2021, all 
eroding the value of remittances. While no 
recent remittance data is available, global 
evidence is that formal channel remittanc-
es have held up well.  
In addition to the decreasing purchasing 
power, the humanitarian response sup-
porting households through years of con-
flict was significantly scaled back during 
2020. Projections between January and 
June 2021 from the latest Integrated Food 
Insecurity Phase Classification (IPC) re-
leased in December 2020 suggest that 
16.2 million people are expected to fact 
high levels of acute food insecurity, and 
UN OCHA is warning of a potential fam-
ine in 2021 if humanitarian assistance is 
not increased.  
Initially during 2020, households were 
able to maintain their food access at the 
start of the pandemic.  However, as food 

prices in the government-controlled areas 
and fuel prices in the non-government 
areas surged, households increasingly 
struggled to maintain adequate access to 
food. By the end of 2020, approximately 40 
percent of households reported having 
either poor or borderline consumption, 
and the trend is getting worse.  
 
 

Outlook 
 
Economic and social prospects in 2021 and 
beyond are highly uncertain. A gradual 
recovery of global oil prices with increas-
ing national production and export capac-
ity, would help ease the strain on public 
finances in the government-controlled 
areas; means to support the government 
in payment of civil salaries would also 
reduce the recourse to central bank financ-
ing. Urgent progress to implement past 
agreements concerning access to supplies 
and fuel imports through Hodeidah 
would improve prices and access to food, 
the provision of public services and the 
operational environment for humanitarian 
operations. A cessation of hostilities and 
eventual political reconciliation remain 
prerequisites for the reconstruction of the 
economy and rebuilding of social fabric.   

TABLE 2  Republic of Yemen / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 e 2019 e 2020 f

Real GDP growth, at constant market prices 0.8 2.1 -5.0

Inflation (Consumer Price Index) 27.6 10.0 26.4

Current Account Balance (% of GDP) -2.0 -3.9 -2.4

Fiscal Balance, cash basis (% of GDP) -8.0 -5.5 -9.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.

Notes: e =  estimate, f = forecast.
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Key conditions and 
challenges 
 
In Afghanistan’s recent past, economic 
activity has been adversely impacted by 
deep-rooted political instability, institu-
tional weakness, and violent insurgency. 
Poverty has remained stubbornly high 
and GDP per capita is among the lowest 
in the world. Afghanistan also lags in 
terms of key social indicators and ranked 
169th in the 2020 Human Capital Index.  
The economy is shaped by the dispropor-
tionate weight of aid and security related 
services, with small spillovers to other 
sectors of the economy. Aid inflows ex-
ceed 45 percent of GDP, and security 
spending is equivalent to approximately 
30 percent of GDP. Grants finance more 
than 75 percent of total public spending 
(including off-budget spending) and 
around half of the budget. The livelihood 
of seventy percent of the population con-
tinues to depend on agriculture. The de-
velopment of private sector activity unre-
lated to aid or security development, par-
ticularly of industries and manufacturing, 
has been heavily constrained by political 
instability, weak institutions and wide-
spread corruption, inadequate infrastruc-
ture, and onerous regulation.  
As a result, Afghanistan has a small and 
undiversified production base and struc-
tural fiscal and trade deficits, financed 
almost entirely by international grants. 
There are only limited economic opportu-
nities for the estimated 300,000 Afghans 
entering the labor force each year.  

The COVID-19 shock has exacerbated 
economic and social challenges. The 
pandemic and related containment 
measures, including border closures and 
lockdowns of major cities, disrupted 
commerce and trade. Poverty is believed 
to have increased significantly, as urban 
casual workers  were impacted dispro-
portionately. Peace talks with the Tali-
ban have stalled, dampening expecta-
tions that sustainable peace can be 
achieved over the short-term.  
The outlook is highly uncertain. Critical 
risk factors include: a possible decline in 
international security support, a deteriora-
tion of security conditions (a possible in-
tensification of Taliban attacks), and faster
-than-expected reductions in aid support 
(if governance improvements are not 
sufficient to reassure donors, who increas-
ingly condition grants on reforms). 
 
 

Recent developments 
 
The economy is estimated to have con-
tracted by 1.9 percent in 2020, reflecting 
the impact of the COVID-19 crisis. 
Thanks to favorable weather conditions 
and its relative insulation from COVID-
19 impacts, agriculture production is 
estimated to have increased by 5.3 per-
cent. By contrast, lockdowns and inter-
mittent border closures had a significant 
adverse impact on industrial and services 
output, which contracted by 4.2 and 4.8 
percent, respectively. 
Inflation rose to an annual average of 5.6 
percent in 2020, up from 2.3 percent in 
2019. This mostly reflected a sharp increase 

AFGHANISTAN 

Afghanistan is expected to experience 

sluggish growth over 2021, as political 

uncertainty, insecurity, and declining aid 

depress the pace of recovery from the 

COVID-19 crisis. The combination of low 

revenue collection and declining grants 

means that the government has limited 

fiscal space to provide countercyclical 

support. Poverty remains high and infor-

mal and self-employed workers have been 

hit hard by COVID-19 related disrup-

tions. To reach and sustain higher growth 

the following will be key: continued sup-

port from the international community, a 

resolution of current political uncertain-

ties, and the mobilization of new sources 

of growth including the extractives.   

FIGURE 1  Afghanistan / Real GDP growth and contribution 

to real GDP growth 

FIGURE 2  Afghanistan / Actual poverty rates and real GDP 

per capita 

Sources: World Bank, Macroeconomics, Trade and Investment Global Practice. Sources: WDI, NSIA, official data, and IE-LFS (2020). 

Table 1 2020

Population, million 38.9

GDP, current US$ billion 1 9.9

GDP per capita, current US$ 51 1 .0

Poverty headcount ratio
a 47.1

School enro llment, primary (% gross)
a 72.5

Life expectancy at birth, years
b 64.5

(a)  Income, Exp. and Labor Force Survey (IE-LFS) (2020). 

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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in food prices due to panic buying and 
import disruptions in the second quar-
ter. Over the second half of the year, 
inflation decelerated as trade disruptions 
were resolved. 
External balances are estimated to have 
improved in 2020. The trade deficit is be-
lieved to have narrowed slightly to 27.6 
percent of GDP (from 30.4 percent in 
2019), with imports and exports declining 
by 4.5 percent and 10 percent respectively 
(such that value of imports fell more than 
exports in absolute). Despite the large 
trade deficit, the current account is esti-
mated to have reached a surplus of 2.9 
percent of GDP (up from 0.6 percent in 
2019), thanks to continued high foreign 
grant inflows. The afghani remained sta-
ble against the US dollar throughout the 
year, and international reserves are esti-
mated to have increased to USD 9.7 billion 
in 2020, corresponding to approximately 
16 months of goods and services imports. 
The fiscal deficit widened to 2.3 percent of 
GDP in 2020 (from 1.6 percent in 2019), 
reflecting reduced revenues and increased 
expenditures in the context of the COVID-
19 crisis. Domestic revenues fell around 17 
percent short of budget targets, given 
weak overall economic activity, low pro-
ceeds from import taxes, and poor compli-
ance. Meanwhile, overall expenditure 
increased by 3.4 percent relative to 2019, 
amounting to 28.6 percent of GDP. 
According to estimates from the 2019-
2020 Income and Expenditure Household 

Survey, some 47.1 percent of Afghans 
are poor, a slight reduction from the 
previous estimate (54.5 in 2016-2017). 
Urban poverty increased from 42 to 45 
percent between the two rounds, while 
rural poverty declined significantly 
(from 59 to 48 percent). Better rural out-
comes reflect the recovery of agriculture 
incomes in the aftermath of the 2018 
drought, and the relatively lower expo-
sure of rural and subsistence communi-
ties to the impacts of COVID-19 lock-
downs and trade restrictions. 
 
 

Outlook 
 
The baseline scenario assumes (i) contin-
uation of current security and political 
conditions, involving high levels of un-
certainty, slow progress with peace 
talks, a sustained US troop presence, and 
continued widespread violence; (ii) no 
further COVID-19 lockdowns, despite 
continued high infection rates; and (iii) a 
gradual decline in grant support, in line 
with donor commitments at the 2020 
Geneva Conference.  
Under this baseline scenario, the econo-
my is expected to grow by one percent in 
2021.  Industry and services are expected 
to recover gradually from the COVID-19 
crisis, but the onset of drought condi-
tions is expected to dampen agricultural 
output. Over the medium-term growth is 

expected to firm up gradually as 
weather conditions improve and the 
scarring effect  of the COVID-19 dis-
ruptions dissipates.  
Notwithstanding a slight increase in non
-food inflation due to higher global oil 
prices, inflation is expected to fall to 3.8 
percent in 2021, as COVID-19-related 
supply restrictions fade and growth of 
food prices moderates (despite impacts 
of the drought). Over the medium term, 
inflation is expected to stabilize at 
around 5.0 percent. 
The current account surplus is projected 
to narrow to 0.3 percent of GDP in 2022, 
before moving into deficit from 2023 
onward, as a result of lower grants and 
the continuation of a large trade deficit. 
Thus, international reserve buffers are 
projected to decline. 
Given weak growth prospects, tax reve-
nues will remain constrained. This, cou-
pled with lower projected international 
grants, will drive a fiscal deficit of around 
3.1 percent of GDP in 2021, to be financed 
largely from cash reserves. Over the medi-
um term, the fiscal deficit is expected to 
narrow to less than 2 percent of GDP, 
partly thanks to the expected implementa-
tion of the VAT in 2022. 
Drought conditions are likely to result in 
increased poverty and food insecurity in 
some rural areas, while the recovery from 
COVID-19 disruptions in commerce and 
trade may support modest reductions in 
urban poverty.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 1.2 3.9 -1.9 1.0 2.6 3.0

Private Consumption 10.0 -2.0 -3.7 1.5 3.0 3.5

Government Consumption -17.8 15.0 5.6 1.2 1.3 1.8

Gross Fixed Capital Investment 0.0 -15.3 -13.6 -0.1 1.4 1.3

Exports, Goods and Services 49.6 -6.3 -2.3 4.1 7.2 7.3

Imports, Goods and Services 13.1 -6.8 -5.3 2.3 3.1 3.5

Real GDP growth, at constant factor prices 1.2 4.4 -1.9 1.0 2.6 3.0

Agriculture -4.4 17.5 5.2 -1.5 4.0 4.5

Industry 11.1 4.8 -4.4 2.0 2.0 2.0

Services 1.9 -1.4 -4.9 2.3 2.0 2.5

Inflation (Consumer Price Index) 0.6 2.3 5.6 3.8 4.5 5.0

Current Account Balance (% of GDP) 2.7 0.6 2.9 1.2 0.3 -0.6

Net Foreign Direct Investment (% of GDP) 0.5 0.0 0.0 0.1 0.2 0.3

Fiscal Balance (% of GDP) 0.8 -1.5 -2.3 -3.1 -1.1 -0.7

Debt (% of GDP) 5.8 7.1 8.2 9.7 9.9 9.3

Primary Balance (% of GDP) 1.0 -1.4 -2.2 -3.0 -1.1 -0.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
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Table 1 2020

Population, million 1 70.3

GDP, current US$ billion 324.2

GDP per capita, current US$ 1 903.7

International poverty rate ($1.9)
a 1 4.3

Lower middle-income poverty rate ($3.2)
a 52.3

Upper middle-income poverty rate ($5.5)
a 84.2

Gini index
a 32.4

School enro llment, primary (% gross)
b 1 1 6.5

Life expectancy at birth, years
b 72.3

(a) M ost recent value (201 6), 2011 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Bangladesh made rapid development pro-
gress over the past two decades, reaching 
lower-middle-income country status in 
2015. Rapid GDP growth was supported 
by a demographic dividend, sound mac-
roeconomic policies, and an acceleration 
in readymade garment (RMG) exports. 
Meanwhile, job creation and growing re-
mittance inflows contributed to a sharp 
decline in poverty. However, from 2013 
onward, the pace of job creation and pov-
erty reduction slowed, even as GDP 
growth accelerated. Persistent structural 
weaknesses include low institutional ca-
pacity, highly concentrated exports, grow-
ing financial sector vulnerabilities, unbal-
anced urbanization, and slow improve-
ments in the business environment. Bang-
ladesh is also highly vulnerable to the 
effects of climate change.  
The COVID-19 pandemic impacted the 
economy profoundly. A national shut-
down from March to May 2020 resulted in 
severe supply-side disruptions in all sec-
tors of the economy. On the demand side, 
losses in employment income dampened 
consumption growth, although remittance 
inflows provided some buffer. The gov-
ernment’s COVID-19 stimulus program 
provided firms with access to working 
capital and low-cost loans to sustain oper-
ations and maintain employee wages in 
FY20 and FY21. From June onward, move-
ment restrictions have been progressively 

lifted, and transit and workplace move-
ment patterns returned to pre-pandemic 
levels by October. Officially recorded in-
fections peaked in July 2020 and declined 
gradually in subsequent months.  
Downside risks to the outlook are likely to 
persist if new  waves of COVID-19 re-
emerge in Bangladesh or its trading part-
ner countries. This could necessitate addi-
tional movement restrictions, dampen 
demand for RMG, and/or limit the outflow 
of migrant workers. Bangladesh’s expected 
graduation from the UN’s Least Devel-
oped Country status in coming years will 
present opportunities but also challenges, 
including the eventual loss of preferential 
access to advanced economy markets.  
 
 

Recent developments 
 
After a substantial deceleration in 
growth in FY20, early signs of recovery 
emerged in the first half of FY21 (July to 
December 2020). Following a 16.8 per-
cent decline (y-o-y) in FY20, exports re-
bounded in the first half of FY21 as RMG 
export orders were reinstated. On the 
demand side, growth was primarily sup-
ported by private consumption, under-
pinned by a recovery in labor income 
and remittance inflows. However, a con-
traction in capital goods imports (-19.1 
percent, y-o-y) suggests that private in-
vestment has not yet normalized.  
Inflation decelerated from 5.6 percent in 
FY20 to 5.3 percent by December 2020, as 
food and non-food prices moderated. 
Monetary policy was further eased in July 

BANGLADESH 

Following sharp GDP growth deceleration in 

FY20 due to the COVID-19 pandemic, the 

economy started recovering in the first half of 

FY21, as movement restrictions were lifted 

and international buyers reinstated export 

orders. Going forward, a gradual recovery is 

expected to continue, particularly if the gov-

ernment’s COVID-19 recovery programs are 

implemented swiftly. Downside risks include 

new waves of COVID-19 infections that may 

dampen external demand for exports and 

Bangladesh’s labor force overseas. With 

growth firming up, poverty is projected to 

decline marginally in FY21. 

FIGURE 1  Bangladesh / Real GDP growth and contributions 

to real GDP growth  

FIGURE 2  Bangladesh / Actual and projected poverty rates 

and real GDP per capita 

Sources: Bangladesh Bureau of Statistics (BBS) and World Bank staff. Sources: World Bank. Notes: see Table 2. 
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2020. However, growing risk aversion 
among commercial banks, a cap on lend-
ing rates, and rising non-performing loans 
limited the transmission to lending rates. 
Private sector credit growth continued to 
decline, falling from a high of 13.3 percent 
(y-o-y) in December 2018 to just 8.4 per-
cent (y-o-y) by the end of December 2020. 
The current account moved into surplus 
in the first half of FY21, as the trade deficit 
declined due to lower imports and surg-
ing official remittance inflows. Possible 
reasons could be that overseas workers 
switched to formal payment systems as 
the traditional hundi system was disrupt-
ed by international travel restrictions, 
and/or, returning overseas workers repat-
riated accumulated savings. Foreign ex-
change reserves remained adequate at 8.6 
months of goods and non-factor services 
imports in December 2020. 
The fiscal deficit widened marginally to an 
estimated 6.0 percent of GDP in FY20, 
with a decline in revenue and slower ex-
penditure growth, relative to FY19. Ex-
penditure growth moderated due to the 
slow implementation of development pro-
jects in the context of COVID-19, while 
revenue collection declined as internation-
al trade and the domestic economy 
stalled. Bangladesh was at low risk of debt 
distress in a Debt Sustainability Assess-
ment completed in May 2020. Preliminary 
data from the first four months of FY21 
show further reductions in the growth of 

recurrent and development expenditure, 
and modest revenue growth. 
Estimated poverty rose sharply in FY20 
amidst substantial job and income losses. 
However, household surveys point to a 
gradual recovery in employment and 
earnings and a decline in poverty in the 
first half of FY21. Food security improved 
across the country, with the greatest in-
crease in Chittagong. 
 
 

Outlook 
 
The economy is expected to continue to 
recover gradually. Given the significant 
uncertainty pertaining to both epidemio-
logical and policy developments, real 
GDP growth for FY21 could range from 
2.6 to 5.6 percent depending on the pace 
of the ongoing vaccination campaign, 
whether new restrictions to mobility are 
required and how quickly the world 
economy recovers. Over the medium 
term, growth is projected to stabilize 
within a 5 to 7 percent range as exports 
and consumption continue to recover, 
and investment rises, led by externally 
financed public infrastructure invest-
ments under the recently adopted 8th 
Five-Year Plan. The recent surge in offi-
cial remittance inflows is unlikely to per-
sist if (i) the net outflow of migrant work-
ers slows in FY21 (as visa issuance in the 

Middle East declined during the pandemic) 
and (ii) the reliance on formal payment 
channels subside (as normal travel re-
sumes). If weakness in revenue collections 
persist, the fiscal deficit is projected to re-
main at 6.0 percent of GDP in FY21, moder-
ating over the medium term with tax re-
forms and expenditure prioritization. Sus-
taining the economic recovery and further 
reducing poverty will depend, inter alia, on 
the implementation of the government’s 
COVID-19 response program, including 
credit programs in the banking sector.  
Downside risks to the outlook may per-
sist. Fiscal risks include weak domestic 
revenue growth (if tax reforms are de-
layed) and higher expenditure for 
COVID-19 vaccinations (if external fi-
nancing is limited) and for supporting 
the Rohingya refugees (if donor fatigue 
sets in). In the financial sector, contin-
gent liabilities from non-performing 
loans combined with weak capital buff-
ers could necessitate recapitalizations 
(resulting in higher domestic govern-
ment debt) and depress credit growth. 
External risks could also be elevated. 
While external demand for RMGs ap-
pears to be stabilizing, the recovery is 
fragile and could be vulnerable to new 
waves of COVID-19 infections. Demand 
for Bangladesh’s overseas workforce in 
the Gulf region may also be impacted by 
the ongoing recession in that region, 
impairing future remittance inflows. 

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

2017/18 2018/19 2019/20 e 2020/21 f 2021/22 f 2022/23 f

Real GDP growth, at constant market prices 7.9 8.2 2.4 3.6 5.1 6.2

Private Consumption 11.0 3.9 2.6 3.2 4.5 5.3

Government Consumption 15.4 9.5 -0.9 4.3 5.4 6.5

Gross Fixed Capital Investment 10.5 8.4 4.3 3.6 7.4 8.6

Exports, Goods and Services 8.1 11.6 -16.8 8.4 8.6 8.9

Imports, Goods and Services 27.0 -0.2 -12.1 6.0 10.5 9.4

Real GDP growth, at constant factor prices 7.9 8.4 2.6 3.6 5.0 6.1

Agriculture 4.2 3.9 3.0 2.2 3.3 3.1

Industry 12.1 12.7 1.3 4.5 6.1 7.4

Services 6.4 6.8 3.4 3.3 4.8 6.0

Inflation (Consumer Price Index) 5.8 5.5 5.6 5.7 5.7 5.8

Current Account Balance (% of GDP) -3.5 -1.5 -1.5 -0.5 -2.1 -2.4

Net Foreign Direct Investment (% of GDP) 0.6 0.9 0.4 0.3 0.5 0.6

Fiscal Balance (% of GDP) -4.6 -5.4 -5.5 -6.0 -6.0 -5.9

Debt (% of GDP) 31.9 33.7 37.6 41.7 44.9 47.2

Primary Balance (% of GDP) -2.8 -3.4 -3.2 -3.6 -3.4 -3.0

International poverty rate ($1.9 in 2011 PPP)a,b 12.7 11.9 18.9 17.9 17.2 16.4

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 49.4 47.9 55.9 55.3 54.3 53.1

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 82.9 82.2 85.2 84.9 84.5 83.9

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on SAR-POV harmonization, using 2010-HIES and 2016-HIES.Actual data: 2016. Nowcast: 2017-2020. Forecast are from 2021 to 2023.

(b) Projection using annualized elasticity (2010-2016)   with pass-through = 1 based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 0.8

GDP, current US$ billion 2.4

GDP per capita, current US$ 3079.8

International poverty rate ($1.9)
a 1 .5

Lower middle-income poverty rate ($3.2)
a 1 2.2

Upper middle-income poverty rate ($5.5)
a 38.9

Gini index
a 37.4

School enro llment, primary (% gross)
b 1 05.8

Life expectancy at birth, years
b 71 .5

(a) M ost recent value (201 7), 2011 PPPs.

(b) WDI for School enrollment (2020); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Annual real GDP growth has averaged 
7.5 percent since the 1980s, mainly driven 
by public sector-led hydropower devel-
opment and electricity sales to India. 
However, while hydropower has provid-
ed a reliable source of growth, it has re-
sulted in high fiscal volatility (temporary 
one-off profits from the on-streaming of 
hydropower plants boosting revenues 
and driving up current spending). The 
capital-intensive hydropower sector has 
also failed to generate a large amount of 
jobs. Thus, over half of Bhutan’s work-
force remains employed in agriculture, 
primarily of subsistence nature, while one
-third is employed in low value-added 
services. Nonetheless, poverty reduction 
was impressive, with a decline in the 
$3.20 poverty rate from 30.6 percent to 
12.2 percent between 2007 and 2017, part-
ly supported by a greater commercial 
orientation of farmers. 
Bhutan has avoided a large-scale domes-
tic COVID-19 outbreak thanks to strin-
gent domestic containment measures, 
including two nationwide lockdowns in 
FY20/21. The closure of domestic borders 
since March 2020 brought the tourism 
industry to a standstill and disrupted 
trade with India, Bhutan’s main trading 
partner. As a result, many workers in the 
services sector, especially in urban areas, 
experienced job and/or earning losses. 
The government launched a COVID-19 

recovery package, with emphasis on agri-
culture, tourism, and construction.  
The pace of economic recovery will de-
pend on how fast COVID-19 vaccines can 
be deployed globally, and specifically in 
India (given significant tourism and trade 
linkages). Domestic risks include delays in 
hydro projects and lower-than-expected 
hydropower production (due to adverse 
weather patterns) as well as the materiali-
zation of financial sector contingent liabili-
ties, which could strain government fi-
nances. The implementation of revenue 
measures, particularly the goods and ser-
vices tax (GST), is critical to expanding 
domestic resource mobilization. 
 
 

Recent developments 
 
The economy contracted by 0.8 percent in 
FY19/20. Lower tourist arrivals y-o-y in 
the second half of FY19/20 (January to 
June 2020) dampened services sector 
growth. While the hydropower sector 
performed well thanks to the on-
streaming of the Mangdechhu hydroelec-
tric power plant, other industrial activi-
ties have been significantly affected by 
supply-chain disruptions (for critical in-
puts, including foreign labor), and de-
pressed external demand (especially from 
India). On the demand side, public con-
sumption and net exports supported 
growth. An increase in hydro exports 
more than offset the decline in non-hydro 
exports, and imports for infrastructure 
projects were subdued. However, there 
was a contraction in private consumption 

BHUTAN 

Output is projected to contract by 1.8 

percent in FY20/21, reflecting the ad-

verse impact of the COVID-19 crisis on 

tourism and non-hydropower indus-

tries. Poverty is expected to slightly 

increase due to high food price inflation 

and disruptions in agricultural activi-

ties. While the state-led hydropower 

sector cushioned the impact of the crisis 

on economic growth and fiscal ac-

counts, accelerating reforms to promote 

private sector development is important 

to generate more and better jobs. 

FIGURE 1  Bhutan / Real GDP growth and sectoral contribu-

tions to real GDP growth  

FIGURE 2  Bhutan / Actual and projected poverty rates and 

real GDP per capita 

Sources: Government of Bhutan and World Bank staff calculations. Sources: World Bank. Notes: see Table 2. 
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and investment due to domestic contain-
ment measures and disruptions in infra-
structure projects.  
Average inflation increased from 3.0 per-
cent in FY19/20 to 7.7 percent in the first 
half of FY20/21. While non-food inflation 
remained modest, averaging 1.7 percent in 
the first half of FY20/21, food inflation 
averaged 15.3 percent–due to import re-
strictions on food and severe supply dis-
ruptions. High food inflation–along with 
disruptions in the production, transport, 
and sales of agricultural products–likely 
eroded the real incomes of many rural 
poor. This is expected to have led to a 
slight increase in the $3.20 poverty rate, 
from 10.7 in 2019 to 11.2 percent in 2020.  
The current account deficit narrowed to 
12.2 percent of GDP in FY19/20, mainly 
thanks to a smaller trade deficit. Hydro-
power exports doubled as a share of GDP, 
more than offsetting the decline in non-
hydro exports, which have been severely 
impacted by the border closure and lower 
external demand during the last quarter of 
the fiscal year. Meanwhile, goods imports 
declined, as the pandemic depressed pub-
lic investment–including hydro projects. 
Gross international reserves increased by 
22 percent (y-o-y) to US$ 1.43 billion in 
November, equivalent to 16.1 months of 
FY19/20 goods and services imports.   
The fiscal deficit widened to 3.2 percent of 
GDP in FY19/20 with spending growing 
faster than revenues. While the latter was 

boosted by one-off profits from hydro-
power, non-hydro revenues decreased 
with the discontinuation of excise duty 
refunds from India and lower-than-
normal tourism receipts. The increase in 
spending was primarily driven by the 
increase in salaries and wages (40 percent, 
y-o-y) and an increase in capital expendi-
tures. Public debt rose to 120.7 percent of 
GDP as of June 2020 (up from 106.6 per-
cent in FY18/19). However, debt sustaina-
bility risks are moderate as the bulk of the 
debt is linked to hydropower project loans 
from India (to be paid off from future hy-
dro revenues), which reduces re-financing 
and exchange rate risks. 
 
 

Outlook 
 
Under the baseline scenario, economic 
growth is projected to contract further by 
1.8 percent in FY20/21 (July 2020 to June 
2021). Services sector output is expected to 
fall by 3.7 percent, as tourism activity is 
not expected to reopen until mid-2021. 
Labor shortages, high input prices, and 
trade disruptions are expected to weigh 
on construction, manufacturing, and non-
hydro exporting industries. Output is ex-
pected to return to pre-pandemic levels 
(in real terms) in FY21/22, when tourist 
inflows gradually resume and activities in 
the non-hydro industry pick up.   

The current account deficit is expected to 
remain low relative to pre-COVID levels. 
Non-hydro exports are expected to recov-
er gradually, supported by the global re-
covery and a resumption of tourism. Im-
port growth is projected to increase grad-
ually over the medium term, in line with 
increases in public investment.  
The fiscal deficit is projected to increase 
sharply in FY21/22, with the discontinua-
tion of profit transfers from Mangdechhu 
(4.0 percent of GDP in FY20/21), upward 
pressure on current expenditures (due to 
higher salaries and the COVID-19 recov-
ery package), and downward pressures on 
non-hydro revenues from weak economic 
activity. Thereafter, the deficit should nar-
row to pre-COVID levels (in FY23/24) as 
profit transfers from Puna II begin. Public 
debt is expected to remain elevated as a 
share of GDP due to low economic 
growth, high financing needs, and an in-
crease in hydropower debt (in FY22/23).  
The $3.20 poverty rate is projected to rise 
further to 12.5 percent in 2021, given con-
tinued disruptions in economic activities.  
A delay in the domestic rollout of vac-
cines could further impact economic ac-
tivity. However, a faster-than-expected 
implementation of the COVID-19 recov-
ery package, including employment pro-
grams and the national credit guarantee 
scheme to small and medium-sized enter-
prises, could support domestic job crea-
tion and growth. 

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

2017/18 2018/19 2019/20 e 2020/21 f 2021/22 f 2022/23 f

Real GDP growth, at constant market prices 3.8 4.3 -0.8 -1.8 2.9 4.5

Private Consumption 10.0 10.1 1.0 -4.0 3.0 0.2

Government Consumption 3.7 7.0 30.0 1.8 2.2 0.6

Gross Fixed Capital Investment -3.6 -11.4 -29.2 -8.1 3.7 0.5

Exports, Goods and Services 5.5 9.6 12.5 -23.2 10.3 23.5

Imports, Goods and Services 3.6 0.5 -3.6 -22.0 8.6 6.7

Real GDP growth, at constant factor prices 3.2 4.5 0.4 -1.8 2.9 4.5

Agriculture 3.6 2.7 1.9 2.0 3.0 3.0

Industry -1.3 -1.6 -1.5 -0.7 2.2 5.4

Services 7.8 10.8 1.6 -3.7 3.4 4.0

Inflation (Consumer Price Index) 3.7 2.8 3.0 7.2 3.7 3.7

Current Account Balance (% of GDP) -19.1 -21.1 -12.2 -10.2 -10.9 -7.0

Fiscal Balance (% of GDP) -1.6 -1.6 -3.2 -5.4 -7.4 -5.9

Debt (% of GDP) 110.5 106.6 120.7 121.5 120.5 133.9

Primary Balance (% of GDP) -0.3 -0.7 -2.7 -4.3 -5.8 -4.3

International poverty rate ($1.9 in 2011 PPP)a,b 1.4 1.3 1.4 1.5 1.4 1.3

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 11.5 10.7 11.2 12.5 12.0 11.2

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 37.8 36.9 37.4 38.6 37.9 36.9

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on SAR-POV harmonization, using 2017-BLSS.Actual data: 2017. Nowcast: 2018-2020. Forecast are from 2021 to 2023.

(b) Projection using neutral distribution (2017)  with pass-through = 0.7  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
The economy was already slowing when 
the COVID-19 pandemic unfolded. After 
reaching 8.3 percent in FY17, growth 
decelerated to 4.0 percent in FY20. The 
slowdown was caused by a decline in 
private consumption growth and shocks 
to the financial sector (the collapse of a 
large non-bank finance institution), 
which compounded pre-existing weak-
nesses in investment.  
In response to the COVID-19 outbreak, the 
authorities implemented a nation-wide 
lockdown, which brought economic activ-
ity to a near standstill between April and 
June 2020 (Q1FY21). The most impacted 
sub-sectors included aviation and tourism, 
hospitality, trade, and construction, but 
industrial activity was also deeply dis-
rupted by mobility restrictions. Agricul-
ture, however, was mostly unaffected.  
To mitigate the social and economic im-
pacts of the COVID-19 induced crisis, the 
Reserve Bank of India (RBI) provided 
liquidity and other regulatory support 
(including forbearance measures), and the 
government increased spending on health 
and social protection through expendi-
ture re-prioritizing and fiscal expansion. 
Still, the sharp contraction in output be-
tween April and September 2020, is ex-
pected to have inflicted significant eco-
nomic and social impacts.  
Going forward, the main risks to the out-
look include the materialization of financial 

sector risks, that could compromise a re-
covery in private investment, and new 
waves of COVID-19 infections. 
 
 

Recent developments 
 
Output is estimated to have contracted by 
8.5 percent in FY21 (April 2020 to March 
2021), with all components of demand – 
except government consumption- signifi-
cantly affected. Private consumption, the 
backbone of India’s growth, is estimated 
to have fallen by 10 percent and invest-
ment by about 13 percent. Government 
consumption provided partial relief 
(expanding y-o-y by 4.1 percent), as did 
net exports (due to a steep fall in im-
ports). On the supply side, agriculture 
was mostly unaffected, but industrial 
activity was impacted by supply chain 
disruptions and construction and services 
by mobility restrictions.  
Despite the contraction in output and low 
oil prices, headline inflation remained 
elevated throughout the first three quar-
ters of the year, due to supply chain con-
straints and rising food prices. Inflation 
averaged 6.6 percent between April and 
December, only declining in January, to 
4.1 percent back within the RBI’s target 
range. Still, the Reserve Bank of India cut 
the repo rate in May 2020 to 4 percent -
leaving it unchanged since then- and 
maintained significant excess liquidity in 
the market. It also intervened to mitigate 
an appreciation of the rupee, which still 
gained 3.5 percent relative to the dollar 
between April and December.  

INDIA 

India’s economy is estimated to have 

contracted by over 8 percent in FY21, 

on account of a steep fall in output over 

the first half of the fiscal year, as the 

onset of the COVID-19 pandemic and 

lockdowns brought activity to a halt. To 

support vulnerable firms and households 

during the crisis, and underpin an eco-

nomic recovery, both monetary and fis-

cal policy levers were triggered. Going 

forward, growth is expected to rebound 

to 10.1 percent in FY22, thanks to base 

effects, but to taper-off thereafter. 

FIGURE 1  India / Real GDP  FIGURE 2  India / Actual and projected poverty rates and 

real GDP per capita 

Sources: National Statistics Office (NSO) and World Bank staff calculations. 
Note: 2014 refers to the fiscal year 2014-15 (FY15) and so on. 

Sources: World Bank. Notes: see Table 2. 

Table 1 2020

Population, million 1 380.0

GDP, current US$ billion 2590.6

GDP per capita, current US$ 1 877.2

International poverty rate ($1.9)
a 22.5

Lower middle-income poverty rate ($3.2)
a 61 .7

Gini index
a 35.7

School enro llment, primary (% gross)
b 96.8

Life expectancy at birth, years
b 69.4

(a) M ost recent value (2011 /2), 2011 PPPs.

(b) WDI for School enrollment (201 9); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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A decline in the trade deficit combined 
with an increase in net services receipts 
and private transfers turned the current 
account balance into a surplus of 1.3 per-
cent.  Together with robust net foreign 
investment inflows, and unsterilized RBI 
intervention in forex markets, reserves 
reached a peak of USD 584.6 billion at end
-February, equivalent to around 15 
months of FY20 merchandise imports.  
The COVID-19 pandemic, together with 
measures to contain its effects, had a sig-
nificant impact on public finances in FY21. 
The fiscal deficit of the central government 
was revised to 9.5 percent of GDP (from 
3.5 percent initially targeted in the budg-
et), reflecting both lower than expected tax 
revenues, government measures to sup-
port the economy, as well as bringing past 
off-budget expenditures on the books.  
The fiscal deficit of States is estimated to 
have been between 4 and 5 percent of 
GDP against the planned 2.8 percent.  
The lockdown, in the first quarter of FY21, 
appears to have had a major impact on 

household consumption. Mean per capita 
consumption is estimated to have 
dropped by 36 percent over April-July, 
2020 y-o-y. Available household survey 
data indicate that relative to the 
“traditional poor” the most affected popu-
lation were relatively younger, more ur-
ban and educated. With the end of the 
lockdown, however, household consump-
tion seems to have recovered to almost 
pre-pandemic levels. 
 
 

Outlook 
 
Given the significant uncertainty per-
taining to both epidemiological and pol-
icy developments, real GDP growth for 
FY21/22 can range from 7.5 to 12.5 per-
cent, depending on how the ongoing 
vaccination campaign proceeds, wheth-
er new restrictions to mobility are re-
quired, and how quickly the world 
economy recovers.  

As economic activity normalizes, domes-
tically and in key export markets, the 
current account is expected to return to 
mild deficits (around 1 percent in FY22 
and FY23) and capital inflows are project-
ed by continued accommodative mone-
tary policy and abundant international 
liquidity conditions. 
The COVID-19 shock will lead to a long-
lasting inflexion in India’s fiscal trajecto-
ry. The general government deficit is ex-
pected to remain above 10 percent of 
GDP until FY22. As a result, public debt 
is projected to peak at almost 90 percent 
of GDP in FY21 before declining gradual-
ly thereafter.  
As growth resumes and the labor market 
prospects improve, poverty reduction is 
expected to return to its pre-pandemic 
trajectory. The poverty rate (at the $1.90 
line) is projected to return to pre-
pandemic levels in FY22, falling within 6 
and 9 percent, and fall further to between 
4 and 7 percent by FY24. 

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

2018/19 2019/20 2020/21 e 2021/22 f 2022/23 f 2023/24 f

Real GDP growth, at constant market prices 6.5 4.0 -8.5 10.1 5.8 6.5

Private Consumption 7.6 5.5 -10.0 11.0 7.7 8.1

Government Consumption 6.3 7.9 4.1 13.8 6.4 9.2

Gross Fixed Capital Investment 9.9 5.4 -12.9 15.2 7.9 8.9

Exports, Goods and Services 12.3 -3.3 -8.0 9.7 8.5 8.7

Imports, Goods and Services 8.6 -0.8 -18.1 14.0 12.0 12.9

Real GDP growth, at constant factor prices 5.9 4.1 -7.1 9.6 5.6 6.5

Agriculture 2.6 4.3 3.4 3.5 3.5 4.0

Industry 5.3 -1.2 -8.6 13.2 6.0 7.3

Services 7.2 7.2 -9.1 9.5 6.0 6.7

Inflation (Consumer Price Index) 3.4 4.8 6.0 4.5 4.0 4.0

Current Account Balance (% of GDP) -2.1 -0.9 1.3 -1.1 -1.2 -1.4

Net Foreign Direct Investment (% of GDP) 1.1 1.5 2.0 1.5 1.4 1.4

Fiscal Balance (% of GDP) -5.8 -8.0 -14.0 -10.4 -9.4 -8.5

Debt (% of GDP) 68.6 72.5 89.7 88.4 88.1 86.5

Primary Balance (% of GDP) -1.1 -3.4 -8.5 -4.6 -3.2 -2.5

International poverty rate ($1.9 in 2011 PPP)a,b 6.9-10.0 6.2-9.2 8.5-11.8 6.4-9.3 5.4-8.2 4.4-6.9

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 37.7-44.0 36.0-42.5 41.0-47.4 36.3-42.8 33.6-40.3 30.6-37.5

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.

(a) Calculations based on SARM D harmonization, using 2011 NSS-SCH1.

(b) Projection using neutral distribution base on GDP pc in constant LCU with pass-through = .67 for 2018-23, and 2017 international poverty as a range of 8.1 to 11.3 percent 

(at 1.9 PPP$ a day) estimated for the 2020 PSPR. The latest official data for estimate poverty in India date to 2011/12. Nowcast: 2018-2020. Forecast are from 2021 to 2023.
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Key conditions and 
challenges 
 
Maldives has managed to attain upper 
middle-income status and reduce pov-
erty mainly through the successful devel-
opment of high-end tourism. According 
to official estimates, only 3.6 percent of 
the population lived below the poverty 
line for upper middle-income countries 
(US$ 5.50/person/day in PPP) in 2016. 
However, heavy reliance on tourism, 
which directly accounts for a quarter of 
GDP, makes the economy vulnerable to 
external shocks. Although growth aver-
aged 5.7 percent from 2000 to 2019, natu-
ral disasters and global shocks have re-
peatedly caused large and sudden 
swings in output. Opportunities for di-
versification are limited in the near term 
due to scarce land, remoteness, and other 
geographical constraints.  
The COVID-19 pandemic is the largest 
shock to have ever hit the Maldives’ econ-
omy. The government closed borders be-
tween end-March and mid-July 2020, re-
sulting in a sudden stop of tourist inflows. 
To mitigate the adverse welfare impacts of 
the crisis, the government spent USD 187 
million or about 4.7 percent of estimated 
2020 GDP on special financing facilities 
for firms and freelance workers, monthly 
income support allowances, and discount-
ed utility bills.   
Restoring fiscal and debt sustainability is 
key to building back better. Even before 
the pandemic, Maldives was already at 

high risk of overall and external debt dis-
tress. Reliance on external non-
concessional loans to finance the ambi-
tious public infrastructure agenda led to a 
large increase in debt between 2016 and 
2019. The large contraction in GDP and 
additional borrowing due to COVID-19 
have further elevated debt vulnerabilities. 
Delaying large public investment projects 
until the economy strengthens would help 
to alleviate these pressures.  
 
 

Recent developments 
 
Maldives’ economy is estimated to have 
contracted by 28 percent in fiscal 
(calendar) year 2020 as tourism and con-
struction activity slumped. Only 555,494 
tourists visited the country, a third of the 
number in 2019. Since December, howev-
er, tourism has picked up strongly thanks 
to the absence of quarantine requirements 
and the unique ‘one island, one resort’ 
concept. Approximately 189,000 tourists, 
mostly from Russia and India visited 
Maldives in January and February 2021; 
however, this is still 42 percent below the 
comparable period in 2019.  
Against this backdrop of anemic economic 
activity, prices fell by an average of 1.4 
percent y-o-y in 2020. The deflation was 
more pronounced in Malé than in the at-
olls, but in both cases driven by housing 
and utilities (reflecting lower rent and oil 
prices), as well as information and com-
munications services. Food prices, howev-
er, rose by 3 percent on average, driven by 
an increase in tobacco duties.  

MALDIVES 

Maldives has suffered an unprecedented 

shock from COVID-19 as tourism came 

to a standstill. Output contracted by an 

estimated 28 percent in 2020, leading 

to a projected increase in poverty. In 

2021, with a partial recovery in tour-

ism and large base effects, growth is 

expected to rebound to 17 percent. 

While Maldives’ appeal to tourists re-

mains strong, the outlook largely hing-

es on factors outside its control. More 

prudent fiscal policies would help re-

duce debt vulnerabilities, which were 

already high before the pandemic.  

FIGURE 1  Maldives / Public and publicly guaranteed debt FIGURE 2  Maldives / Actual and projected poverty rates and 

real GDP per capita 

Sources: Ministry of Finance. Sources: World Bank. Notes: see Table 2. 

Table 1 2020

Population, million 0.5

GDP, current US$ billion 4.0

GDP per capita, current US$ 7458.8

Upper middle-income poverty rate ($5.5)
a 3.6

Gini index
a 31 .3

School enro llment, primary (% gross)
b 98.0

Life expectancy at birth, years
b 78.6

(a) M ost recent value (2016), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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The goods trade deficit narrowed from 
US$ 2.5 billion in 2019 to US$ 1.5 billion in 
2020, as a compression in imports out-
weighed the decline in exports. Imports 
fell by an estimated 36 percent y-o-y, driv-
en by lower imports of raw materials as 
construction activity contracted. Lower 
imports of food and fuel due to lower 
tourist arrivals and lower oil prices, re-
spectively, also contributed. Meanwhile, 
exports fell by 20 percent y-o-y, mostly 
due to a large decline in re-exports of jet 
fuel from fewer international aircraft 
movements. However, exports of fish in-
creased by 3 percent, boosted by a large 
increase in exports of processed fish in the 
second half of the year.   
Maldives maintains a de facto stabilized 
exchange rate arrangement. Official re-
serves recovered from a low of US$ 569.8 
million at end-August 2020 to US$ 855.7 
million at end-February 2021, as tourists 
returned and the Maldives Monetary Au-
thority activated the remainder of its US$ 
400 million foreign currency swap ar-
rangement with the Reserve Bank of In-
dia. The Monetary Authority also imple-
mented measures to manage shortages of 
US dollars. Usable reserves—netting out 
short-term liabilities—amounted to US$ 
156.5 million at end-February 2021, equiv-
alent to a month of 2020 goods imports. 

The fiscal deficit reached 20 percent of 
estimated GDP in 2020. While the sudden 
stop in tourism led total revenues and 
grants to fall by 35 percent y-o-y, total 
expenditures fell only by 4.5 percent. Alt-
hough the government cut recurrent 
spending by 9 percent, capital expendi-
tures are estimated to have grown by 7 
percent. As a result of the higher deficit 
and negative growth, total public and 
publicly guaranteed debt is estimated to 
have increased to 139.3 percent of GDP in 
2020 from 78.4 in 2019.  
With most Maldivians dependent on tour-
ism and fisheries for their livelihoods, 
World Bank estimates based on household 
survey data indicate that the poverty rate 
has increased from an estimated 2.1 per-
cent in 2019 to 7.2 percent in 2020. 
 
 

Outlook 
 
Assuming its borders remain open to visi-
tors, Maldives is expected to receive 1 
million tourists in 2021, about 60 percent 
of the 2019 number. Real GDP is therefore 
projected to grow by 17 percent in 2021. 
The rebound in growth largely reflects 
base effects and assumes a continuation of 
strong tourism inflows especially from 

Russia and India. Although medium-term 
prospects for tourism are strong, real GDP 
is not expected to return to pre-pandemic 
levels until 2023, in line with global avia-
tion and travel forecasts. The poverty rate 
is expected to decline slowly over the me-
dium term to 2.7 percent in 2023.  
External and fiscal imbalances will re-
main elevated. Despite the recovery in 
tourism receipts, the current account defi-
cit is expected to widen over the medium 
term as imports linked to tourism and 
construction normalize. The fiscal deficit 
is expected to decline as revenues recover 
but is forecast to remain in double-digits 
due to expansionary fiscal policies. The 
2021 Budget, for example, targets a 45 
percent increase in capital expenditures 
from 2020, while revenues are not ex-
pected to cover current expenditures. 
With the recovery in growth, the debt 
ratio is expected to moderate to 131.4 
percent of GDP in 2023.  
Risks are heavily tilted to the downside 
and some are outside Maldives’ control, 
such as the pace and effectiveness of 
COVID-19 vaccinations globally. The out-
look would deteriorate if more stringent 
restrictions on international travel are 
reintroduced. The low level of usable re-
serves and high indebtedness pose signifi-
cant risks to macroeconomic stability.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 8.1 7.0 -28.0 17.1 11.5 8.3

Private Consumption 10.6 5.5 -35.0 27.0 20.0 12.0

Government Consumption 9.0 -4.2 0.6 2.7 2.3 1.5

Gross Fixed Capital Investment 29.1 -2.7 -5.9 2.3 4.4 4.8

Exports, Goods and Services 10.1 6.1 -45.0 30.0 14.1 11.9

Imports, Goods and Services 12.8 0.3 -38.0 24.0 14.8 12.0

Real GDP growth, at constant factor prices 8.1 7.1 -25.9 16.0 10.7 8.2

Agriculture 4.8 5.0 8.0 5.5 5.6 3.6

Industry 15.6 1.5 -19.7 7.1 6.6 5.8

Services 7.3 8.0 -28.9 18.4 11.7 8.9

Inflation (Consumer Price Index) -0.1 0.2 -1.4 2.5 1.1 1.0

Current Account Balance (% of GDP) -28.3 -26.8 -26.3 -27.1 -27.5 -27.7

Net Foreign Direct Investment (% of GDP) 10.9 17.0 7.9 9.3 10.6 14.0

Fiscal Balance (% of GDP) -5.3 -6.6 -20.1 -18.5 -15.2 -12.7

Debt (% of GDP) 74.0 78.4 139.3 135.2 132.1 131.4

Primary Balance (% of GDP) -3.5 -4.9 -16.4 -14.2 -10.9 -8.3

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 2.9 2.1 7.2 5.2 3.6 2.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on SAR-POV harmonization, using 2016-HIES.Actual data: 2016. Nowcast: 2017-2020. Forecast are from 2021 to 2023.

(b) Projection using neutral distribution (2016)  with pass-through = 0.87  based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 29.1

GDP, current US$ billion 33.9

GDP per capita, current US$ 1 1 63.7

International poverty rate ($1.9)
a 1 5.0

Lower middle-income poverty rate ($3.2)
a 50.9

Upper middle-income poverty rate ($5.5)
a 83.0

Gini index
a 32.8

School enro llment, primary (% gross)
b 1 42.1

Life expectancy at birth, years
b 70.5

(a) M ost recent value (2010), 2011 PPPs.

(b) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Growth averaged 4.9 percent, over FY09-
FY19, supported by remittance inflows 
but constrained by structural vulnerabili-
ties and periodic shocks. Natural disas-
ters (such as the April 2015 earthquake 
and recurring floods and landslides) and 
external developments (such as border 
closures, trade disruptions, and the recent 
pandemic) depressed growth and impact-
ed livelihoods. Meanwhile, high political 
instability (including episodes of civil 
unrest) and infrastructure gaps impede 
private investment. The adoption of a 
new constitution in 2015, created a federal 
system that decentralizes some responsi-
bilities to the seven provincial and 753 
local governments. This is expected to 
improve service delivery and reduce geo-
graphical disparities. At the same time, it 
has exacerbated pre-existing weaknesses 
in administrative and implementation 
capacity that need to be addressed. 
Against this backdrop, scarce domestic 
employment opportunities have triggered 
mass outmigration. The resulting high 
remittance inflows, averaging around 22 
percent of GDP over the past decade, 
have supported private consumption and 
poverty reduction, but contributed to a 
real appreciation of the exchange rate and 
eroded external competitiveness.   
In FY20, COVID-19 related social distanc-
ing measures and lockdowns triggered the 
first economic contraction in 40 years, 

likely reversing past progress in poverty 
reduction. While lockdowns impacted all 
sectors of the economy, they dispropor-
tionately affected workers engaged in 
subsistence activities, who make up over 
half of the employment. International bor-
der restrictions and economic downturns 
abroad also forced thousands of Nepalese 
migrants to return home, elevating the 
risk that many households who have re-
lied on remittances and informal sector 
jobs may fall back into poverty.  
Sources of risk to the outlook include 
possible new waves of COVID-19, as well 
as increased political uncertainties, fol-
lowing the dissolution of Parliament’s 
lower house in December 2020 and the 
Supreme Court’s February 2021 decision 
to reinstate it. 
 
 

Recent developments 
 
A nation-wide lockdown, implemented 
during March-July 2020, impacted eco-
nomic activity in the last four months of 
FY20. As a result, output contracted by 
an estimated 1.9 percent in FY20. Whole-
sale and retail trade, tourism, transport, 
and associated services such as hotels 
and restaurants – which are all im-
portant drivers of growth - were particu-
larly impacted.  
In the first half of FY21 (mid- July 2020 – 
mid-January 2021), growth has remained 
sluggish, given that tourism activity was 
stalled, and private investment con-
strained by risk aversion and uncertainty. 
However, there were incipient signs of 

NEPAL 

After contracting in FY20, Nepal’s econo-

my is expected to grow in FY21, as 

COVID-19 related disruptions fade and 

government relief spending materializes. 

Significant jobs and income losses, how-

ever, are likely to have increased vulnera-

bility. To ensure the recovery is sustained 

and resilient, policy priorities will need to 

include: strengthening health systems, 

supporting agriculture production, and a 

focus on green, resilient, and inclusive 

development. Downside risks to the out-

look stem from new waves of COVID-19 

infections and political uncertainties. 

FIGURE 1  Nepal / Real GDP levels: Actual vs pre-covid trend  FIGURE 2  Nepal / The current account deficit has narrowed  

Sources: World Bank staff projections and Nepal Central Bureau of Statistics. Sources: World Bank staff calculations and Nepal Rastra Bank. 
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recovery in wholesale and retail trade, 
transport, and financial services, as con-
tainment measures were gradually eased. 
Subdued demand and adequate food sup-
ply brought consumer price inflation to a 
three-year low of 3.7 percent y-o-y.   
Against the backdrop of muted economic 
activity, the current account deficit de-
clined by 39.6 percent year-on-year in the 
first half of FY21. This was driven by a 
sharp contraction in imports (11.8 percent 
y-o-y) which, in absolute terms, far out-
weighed a parallel decline in exports (of 
36.6 percent), as well as an increase in 
remittance inflows (by 6.7 percent). Given 
modest levels of foreign direct investment, 
external concessional loans financed the 
current account deficit. The central bank's 
foreign exchange reserves reached US$ 
11.3 billion by mid-January 2021—
equivalent to 11.3 months of imports. 
Spending was higher and revenue lower, 
y-o-y, over the first half of FY21. Higher 
spending was driven by purchases of 
COVID-related health equipment and 
investments at the subnational levels 
(which offset a 19 percent y-o-y reduction 
in capital spending). Meanwhile, tax reve-
nues fell by 2.1 percent y-o-y, with trade 
and consumption taxes as well as corpo-
rate income taxes performing poorly. Non
-tax revenues continued to suffer from the 
near standstill in tourism.  As a result, 
public debt increased by 7.4 percent over 

the first half of FY21 to 36.1 percent of 
projected FY21 GDP. 
A recent World Bank COVID monitoring 
survey suggests that the pandemic-
related economic slowdown had a major 
impact on jobs and incomes, with more 
than 2 in 5 economically active workers 
reporting a job loss or prolonged work 
absence in 2020. 
 
 

Outlook 
 
Economic growth is projected to recover 
gradually, to 5.1 percent by FY23. The 
baseline projections assume a successful 
domestic and global vaccination rollout, 
and a gradual resumption of international 
tourism. Agriculture should continue to 
contribute positively to growth. However, 
industrial activity is expected to remain 
below pre-pandemic levels up until early 
FY22, and services are expected to recover 
only gradually as domestic confinement 
measures are lifted.   
With roughly a third of the population liv-
ing close to the poverty line before the pan-
demic, widespread jobs and earning losses 
are likely to have increased poverty, partic-
ularly for women, younger age cohorts, and 
workers in non-agricultural sectors.  
The current account deficit is expected to 
widen over the medium term. Import 

growth is expected to accelerate as con-
sumption resumes, while service exports 
should remain subdued until FY22 (as 
tourism is only expected to recover fully 
in FY23). Consequently, the current ac-
count deficit is projected to reach 3.2 per-
cent of GDP by FY22, financed primarily 
by long-term concessional borrowing.  
The fiscal deficit is projected to remain 
elevated over the medium term. While 
revenue performance is expected to re-
main weak, additional spending on eco-
nomic relief measures, vaccinations, and 
the resumption of project implementation 
will widen the fiscal deficit to just under 8 
percent of GDP in FY22. Thereafter it is 
projected to stabilize at 6.5 percent of GDP 
in FY23 as revenues recover. Total public 
debt is expected to reach 41.9 percent of 
GDP in FY21 and gradually increase to 
51.3 percent by FY23. 
The economic outlook is subject to 
downside risks. Delays in vaccination 
and/or new outbreaks of COVID-19 both 
domestically and globally would damp-
en prospects of economic recovery. The 
resumption of tourism would be delayed 
if international travel restrictions are 
imposed. Domestic risks include politi-
cal uncertainty, which could undermine 
investment sentiment. On the upside, 
effective vaccination campaigns in Nepal 
and abroad could facilitate the resump-
tion of tourism. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 7.6 6.7 -1.9 2.7 3.9 5.1

Private Consumption 6.2 5.6 3.7 4.0 4.2 4.5

Government Consumption 2.1 7.3 6.2 11.8 15.4 4.1

Gross Fixed Capital Investment 11.8 11.3 -3.5 4.2 9.2 12.2

Exports, Goods and Services 7.7 5.5 -16.0 -18.0 11.1 17.2

Imports, Goods and Services 19.0 5.8 -15.3 4.5 12.4 11.4

Real GDP growth, at constant factor prices 7.4 6.4 -2.0 2.7 3.9 5.1

Agriculture 2.6 5.2 2.2 2.5 2.7 2.8

Industry 10.4 7.4 -4.2 3.1 4.6 6.9

Services 9.3 6.8 -3.6 2.7 4.4 5.9

Inflation (Consumer Price Index) 4.1 4.6 6.1 4.8 5.1 5.7

Current Account Balance (% of GDP) -7.1 -6.9 -0.9 -1.2 -3.2 -4.4

Fiscal Balance (% of GDP) -5.8 -5.0 -5.2 -6.9 -7.7 -6.5

Debt (% of GDP) 26.5 27.2 36.0 41.9 47.9 51.3

Primary Balance (% of GDP) -5.4 -4.4 -4.5 -6.2 -6.8 -5.5

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
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Table 1 2020

Population, million 220.9

GDP, current US$ billion 264.5

GDP per capita, current US$ 1 1 97.6

International poverty rate ($1.9)
a 4.4

Lower middle-income poverty rate ($3.2)
a 35.7

Upper middle-income poverty rate ($5.5)
a 76.2

Gini index
a 31 .6

School enro llment, primary (% gross)
b 95.4

Life expectancy at birth, years
b 67.1

(a) M ost recent value (2018), 2011 PPPs.

(b) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Pakistan’s economy has been growing 
slowly over the past two decades. Annu-
al per capita growth has averaged only 2 
percent, less than half of the South Asia 
average, partly due to inconsistent mac-
roeconomic policies and an under-
reliance on investment and exports to 
drive economic growth. Short periods of 
rapid consumption-fueled growth fre-
quently led to sizable current account 
and fiscal deficits, that ultimately re-
quired policy tightening, resulting in 
recurrent boom-bust cycles (Figure 1). 
In early FY20, which runs from July 2019 
to June 2020, following one such episode 
of external and fiscal imbalances, the 
country entered a 39-month IMF-
Extended Fund Facility. The associated 
adjustment measures, including fiscal 
consolidation, contributed to a reduction 
of the imbalances over the year and im-
proved macroeconomic stability.  
However, the containment measures 
adopted in response to the COVID-19 
pandemic led to a collapse in economic 
activity during the final quarter of FY20. 
As a result, GDP growth is estimated to 
have contracted by 1.5 percent in FY20. 
Half of the working population saw ei-
ther job or income losses, with informal 
and low-skilled workers employed in 
elementary occupations facing the strong-
est contraction in employment. As a re-
sult, poverty incidence is estimated to 

have increased in FY20 from 4.4 to 5.4 
percent, using the international poverty 
line of $1.90 PPP 2011 per day (Figure 2, 
Table 2), with more than two million peo-
ple falling below this poverty line. More-
over, 40 percent of households suffered 
from moderate to severe food insecurity. 
The government, therefore, focused on 
mitigating the adverse socioeconomic 
effects of the pandemic, and the IMF pro-
gram was temporarily put on hold.  
Major risks to the outlook include the 
possibility of new waves of infections, the 
emergence of new vaccine-resistant 
strains, and setbacks in mass vaccina-
tions. In addition, more delays in the im-
plementation of critical structural reforms 
could lead to further fiscal and macroeco-
nomic imbalances. 
 
 

Recent developments 
 
Over the first half of FY21 (July to Decem-
ber 2020), there have been signs of a frag-
ile recovery. With increased community 
mobility, private consumption has 
strengthened, aided by record official re-
mittance inflows. Investment is also esti-
mated to have slightly recovered, as ma-
chinery imports and cement sales both 
recorded double-digit growth rates.   
On the production side, crop production 
was relatively weak in the first six 
months of FY21, as cotton production 
was adversely affected by heavy mon-
soon floods. Following the phased lifting 
of lockdown measures from May 2020 
onwards, indicators of industrial and 

PAKISTAN 

Pakistan’s economy was severely impact-

ed by the COVID-19 shock in FY20 lead-

ing to an increase in poverty. With the 

lifting of lockdown measures, the economy 

is showing signs of a fragile recovery. 

Growth is expected to gradually strength-

en but remain muted in the medium-

term. Fiscal deficit and debt levels are 

projected to remain elevated but to gradu-

ally improve. Risks to the outlook include 

new waves of COVID-19 infections and 

delays in the implementation of critical 

structural reforms. 

FIGURE 1  Pakistan / Twin deficits and real GDP growth  FIGURE 2  Pakistan / Actual and projected poverty rates and 

real GDP per capita 

Sources: Ministry of Finance and World Bank staff estimates. 
Note: Pakistan reports data on fiscal year (FY) basis. The fiscal year runs from 
July 1 through June 30.     

Sources: World Bank. Notes: see Table 2. 
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services activity have recovered, with 
“Large Scale Manufacturing” and busi-
ness confidence indexes exceeding pre-
COVID levels in December 2020. As a 
result, the majority of the informal work-
ers affected by the crisis are expected 
have been able to return to work.  
Although headline inflation fell over July-
February FY21 (y-o-y), it is still high at 8.3 
percent on average, mostly on account of 
high food inflation. Since July 2020, the 
State Bank of Pakistan (SBP) has main-
tained the policy rate at 7.0 percent to sup-
port the economy. The capital adequacy 
ratio at end-December 2020 remained well 
above the minimum regulatory require-
ment, indicating banking sector resilience 
over the first half of the fiscal year.  
Compared to a deficit of US$2.0 billion 
for June-December 2019, the current ac-
count recorded a surplus of US$1.1 billion 
for June-December 2020, the first half-
yearly surplus in almost a decade, as 
strong official remittance inflows more 
than offset a wider trade deficit. Both for-
eign direct investment and portfolio in-
vestment inflows decreased during this 
period, but the improved current account 
supported a balance of payments surplus. 

The Pakistani rupee appreciated by 5.4 
percent against the U.S. dollar, from end-
June 2020 to end-December 2020, and offi-
cial foreign exchange reserves increased to 
US$14.9 billion at end-December 2020, 
equivalent to 3.3 months of imports of 
goods and services.  
The fiscal deficit widened over the first six 
months of FY21 (y-o-y), as expenditure 
growth outpaced an increase in revenues. 
In line with the recovering of economic 
activity, total revenues grew by 3.7 per-
cent. Over the same period, total expendi-
tures rose by 6.2 percent, partly driven by 
higher interest payments. Public debt, 
including guaranteed debt, reached 87.9 
percent of GDP at end-December 2020, up 
from 86.7 percent of GDP at end-
December 2019. 
 
 

Outlook 
 
Output growth is expected to recover 
gradually over the medium-term, averag-
ing 2.2 percent over FY21-23, mostly due 
to contributions from private consump-
tion. However, sectors that employ the 

poorest, such as agriculture, are expected 
to remain weak, and therefore poverty is 
likely to remain high. The baseline out-
look is predicated on the absence of sig-
nificant infection flare-ups that would 
require more extensive lockdowns. 
The current account deficit is projected to 
narrow to 0.8 percent of GDP in FY21, as a 
wider trade deficit is more than offset by 
stronger remittances inflows. However, it 
is expected to increase over the medium 
term. Exports are projected to grow from 
FY22 onwards, as external conditions be-
come more conducive and tariff reforms 
gain traction, but imports are also ex-
pected to increase in line with stronger 
domestic activity and higher oil prices.  
While fiscal consolidation efforts are ex-
pected to resume, the deficit is projected 
to remain elevated at 8.3 percent of GDP 
in FY21, partly due to the settlement of 
arrears in the power sector. As critical 
revenue-enhancing reforms gain pace and 
expenditure rationalization efforts re-
sume, the fiscal deficit is projected to 
gradually narrow over the medium-term. 
Still, public debt will remain elevated in 
the medium term, as will Pakistan’s expo-
sure to debt-related shocks. 

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

2017/18 2018/19 2019/20 e 2020/21 f 2021/22 f 2022/23 f

Real GDP growth, at constant market prices 5.8 1.0 -1.5 1.3 2.0 3.4

Private Consumption 6.2 2.9 -1.0 2.5 2.5 3.4

Government Consumption 8.6 0.8 5.6 0.1 2.2 3.0

Gross Fixed Capital Investment 11.2 -12.8 -17.9 -4.2 1.1 3.7

Exports, Goods and Services 12.7 14.5 -8.6 -1.7 3.0 5.5

Imports, Goods and Services 17.6 4.3 -10.5 0.9 4.3 4.8

Real GDP growth, at constant factor prices 5.5 1.9 -1.5 1.3 2.0 3.4

Agriculture 4.0 0.6 1.5 0.5 2.3 2.6

Industry 4.6 -2.3 -5.0 1.5 1.7 3.5

Services 6.3 3.8 -1.3 1.4 2.1 3.6

Inflation (Consumer Price Index) 4.7 6.8 10.7 9.0 7.0 6.0

Current Account Balance (% of GDP) -6.1 -4.8 -1.1 -0.8 -1.3 -1.7

Net Foreign Direct Investment (% of GDP) 0.9 0.5 1.0 0.7 0.8 1.0

Fiscal Balance (% of GDP) -6.4 -9.0 -8.1 -8.3 -7.7 -6.9

Debt (% of GDP) 75.9 89.9 93.6 93.9 94.4 94.1

Primary Balance (% of GDP) -2.1 -3.5 -1.8 -2.1 -1.7 -1.1

International poverty rate ($1.9 in 2011 PPP)a,b 4.4 5.4 5.6 5.6 5.1

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 35.7 38.7 39.3 39.2 37.9

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 76.2 78.1 78.4 78.3 77.5

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on SAR-POV harmonization, using 2018-PSLM .Actual data: 2018. Nowcast: 2019-2020. Forecast are from 2021 to 2023.

(b) Projection using neutral distribution (2018)  with pass-through = 1  based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 21 .9

GDP, current US$ billion 80.7

GDP per capita, current US$ 3685.6

International poverty rate ($1.9)
a 0.9

Lower middle-income poverty rate ($3.2)
a 1 1 .0

Upper middle-income poverty rate ($5.5)
a 42.0

Gini index
a 39.3

School enro llment, primary (% gross)
b 1 00.2

Life expectancy at birth, years
b 76.8

(a) M ost recent value (2016), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
The economy was already showing 
signs of weakness before the COVID-19 
pandemic. Between 2017 and 2019, the 
average growth rate was only 3.1 per-
cent, well below the levels of the begin-
ning of the decade, when the economy 
reaped a peace dividend and the bene-
fits of a determined policy thrust toward 
reconstruction. Modest growth, in re-
cent years, is partly a reflection of (i) 
limited progress on structural reforms 
to shift the growth model toward great-
er private sector participation, export-
orientation, and integration into global 
value chains; (ii) frequent macroeco-
nomic shocks, from inclement weather 
in 2016 and 2017, a political crisis in late 
2018, and the Easter Sunday attacks in 
2019; and  (iii) low fiscal space to sup-
port growth (although a fiscal stimulus 
package was implemented in 2019, fur-
ther reducing fiscal space). 
Against this backdrop, COVID-19 had a 
significant impact on the economy and 
welfare. The government reacted swiftly 
to control the first large outbreak of 
COVID-19 in mid-March 2020. Related 
containment measures, especially in the 
second quarter of 2020, and a standstill 
of tourism activity, impacted the econo-
my significantly.  
With the slowdown in the economy, fiscal 
balances were also impacted and particu-
larly so since Sri Lanka is highly exposed 

to global financial market sentiments (as 
its debt repayment profile requires ac-
cessing financial markets frequently). 
Further sovereign rating downgrades by 
major rating agencies could negatively 
impact market sentiments and constrain 
market access. Thus, the country will 
need to strike a balance between support-
ing the economy and ensuring fiscal and 
external sustainability.  
 
 

Recent developments 
 
Real GDP contracted by 3.6 percent in 
2020, the worst performance on record. It 
was caused by contractions in construc-
tion, tourism, textile, mining and 
transport, due to mobility restrictions in 
the second quarter amid strict lockdowns. 
Agricultural activities were relatively un-
interrupted, but the fishery sector suffered 
a significant shock. As a result of wide-
spread earnings losses, particularly in 
industry sectors, poverty using the $3.20 
per day poverty line is projected to have 
increased significantly, from 9.2 percent in 
2019 to 11.7 percent in 2020. 
Despite high food inflation, annual aver-
age inflation (measured by the Colombo 
Consumer Price Index) remained low at 
4.6 percent in 2020 due to the offsetting 
effects of weak aggregate demand and 
low oil prices. This allowed the central 
bank to reduce policy rates by 250 basis 
points (Standing Deposit Facility to 4.5 
percent and Standing Lending Facility to 
5.5 percent) and the reserve ratio by 300 
basis points (to 2.0 percent) in 2020.  

SRI LANKA 

The COVID-19 pandemic resulted in a 

sharp economic contraction of 3.6 percent 

in 2020. With jobs and earnings lost, pov-

erty is projected to have increased. 

Growth is expected to recover to 3.4 per-

cent in 2021, but the medium-term out-

look is clouded by the lasting impact of 

COVID-19. Economic scarring from the 

slowdown increased risks to debt sustain-

ability and external stability and macroe-

conomic vulnerabilities will remain ele-

vated due to large refinancing needs. 

FIGURE 1  Sri Lanka / Real GDP growth and contributions to 

real GDP growth (production side) 

FIGURE 2  Sri Lanka / Actual and projected poverty rates 

and real GDP per capita 

Sources: Department of Census and Statistics, staff calculations. Sources: World Bank. Notes: see Table 2. 
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The current account deficit is estimated 
to have narrowed to 0.9 percent of GDP 
in 2020, as a reduction in imports due to 
low oil prices and severe import re-
strictions offset reduced receipts from 
exports. However, official reserves de-
clined to an 11-year low of US$ 4.6 bil-
lion by February 2021, mainly because 
reserves were mobilized to service exter-
nal debt. The US$ 1.5 billion currency 
swap approved by the People’s Bank of 
China in March 2021 is expected to pro-
vide a boost to the reserves. After depre-
ciating by 2.6 percent against the US 
Dollar in 2020, the LKR further depreci-
ated by 4.1 percent in the first two 
months of 2021.  
The combination of a stimulus package in 
2019 (pre-pandemic) and low revenues in 
the aftermath of the COVID-19 shock 
resulted in a steep deterioration in fiscal 
balances. The deficit is believed to have 
increased to 12.6 percent of GDP in 2020 
(after including arrears payments), and 
public and publicly guaranteed debt to 
have increased to 109.7 percent of GDP. 
Citing limited fiscal buffers and external 
vulnerabilities, Fitch, S&P, and Moody’s 
downgraded the sovereign rating to the 
substantial risk investment category. 

 

Outlook 
 
The pandemic has further clouded an al-
ready challenging outlook. While the econ-
omy is expected to grow by 3.4 percent in 
2021, output will remain 0.3 percent below 
its pre-COVID level. With a gradual im-
provement in labor market conditions, 
poverty at $3.20 per day is projected to fall 
to 10.9 percent in 2021, still significantly 
above the 2019 level. Continued import 
restrictions and the high debt burden will 
adversely affect growth and poverty re-
duction over the medium-term. Inflation is 
projected to increase gradually, as domes-
tic banking institutions, including the cen-
tral bank, are contributing to finance the 
government deficit.  
The current account deficit is expected to 
remain low due to strict import re-
strictions, which should largely offset a 
deceleration of export growth. Still, sig-
nificant additional borrowings will be 
required to close the external financing 
gap in 2021 and beyond, as external pub-
lic debt service requirements are estimat-
ed above US$ 4.0 billion each year be-
tween 2021 and 2023. External buffers are 

expected to weaken relative to external 
liabilities as reserves may need to be used 
to service the external debt.  
The fiscal deficit is expected to be high in 
the forecast period, despite tightly con-
trolled expenditures, as revenue collection 
is expected to remain weak. In turn, public 
and publicly guaranteed debt is expected 
to reach 115.0 percent of GDP in 2021 and 
to rise further between 2022-2023. High 
gross financing requirements will exert 
pressure on the domestic financial market. 
This baseline assumes a quick and com-
prehensive vaccine rollout, in line with the 
government’s aim to vaccinate 60 percent 
of the population in 2021. Delays in the 
vaccination process in Sri Lanka and/or 
major tourist origin countries would ex-
tend the horizon and depth of economic 
disruptions. A longer downturn could 
push many small and medium enterprises 
from illiquidity to insolvency, further 
holding back the recovery process and the 
return to a path of poverty reduction. 
Lower growth would also put additional 
strain on public finances and increase 
risks to macroeconomic stability. Depleted 
fiscal buffers, high indebtedness, and con-
strained market access will continue to 
pose risks to debt sustainability. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.3 2.3 -3.6 3.4 2.0 2.1

Private Consumption 3.7 2.9 -3.7 3.3 1.9 2.2

Government Consumption -5.1 9.6 6.0 -1.0 -1.0 -1.0

Gross Fixed Capital Investment -1.4 4.0 -6.7 3.7 2.0 1.8

Exports, Goods and Services 0.5 7.1 -16.8 5.8 5.3 4.7

Imports, Goods and Services 1.8 -5.8 -12.4 3.1 2.7 2.5

Real GDP growth, at constant factor prices 3.7 2.2 -3.1 3.4 2.0 2.1

Agriculture 5.8 1.0 -2.4 2.0 2.0 2.0

Industry 1.3 2.6 -6.9 3.9 1.8 1.9

Services 4.6 2.2 -1.5 3.3 2.1 2.2

Inflation (Consumer Price Index) 4.3 4.3 4.6 5.2 6.0 6.0

Current Account Balance (% of GDP) -3.2 -2.2 -0.9 -1.2 -1.3 -1.4

Net Foreign Direct Investment (% of GDP) 1.8 0.7 0.6 0.8 1.0 1.2

Fiscal Balance (% of GDP)a -5.4 -6.8 -12.6 -9.4 -8.9 -8.3

Debt (% of GDP)a 92.2 94.3 109.7 115.0 117.7 119.6

Primary Balance (% of GDP)a 0.6 -0.8 -6.0 -2.7 -2.2 -1.7

International poverty rate ($1.9 in 2011 PPP)b,c 0.7 0.6 1.2 1.1 1.0 0.9

Lower middle-income poverty rate ($3.2 in 2011 PPP)b,c 9.6 9.2 11.7 10.9 10.4 10.0

Upper middle-income poverty rate ($5.5 in 2011 PPP)b,c 39.5 38.6 42.3 40.7 39.7 38.9

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Fiscal balance in 2020 includes arrears payments pertaining to 2019 and foreign funded pro ject related expenditures not included in the audited financial statements in 2019.

(b) Calculations based on SAR-POV harmonization, using 2016-HIES.Actual data: 2016. Nowcast: 2017-2020. Forecast are from 2021 to 2023.

(c) Projection using neutral distribution (2016)  with pass-through = 0.87  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Angola’s oil- and public investment-
driven growth model has been exhaust-
ed, but inclusive, diversified, private 
sector-led growth is yet to emerge. Since 
oil prices declined in 2015, Angola’s real 
GDP has shrunk by a cumulative 9.5 
percent, with GNI per capita (in dollar 
terms) cut in half.  
Before 2015, Angola’s growth model 
resulted in an overvalued exchange 
rate, excessive debt, and an economy 
dominated by State-owned enterprises. 
While growth was high at 8.2 percent 
from 2004 to 2014, growth in non-oil 
sectors was stunted. As lower oil prices 
resulted in a prolonged recession and 
the exchange rate depreciated rapidly 
after moving to a float in 2018, half of 
the population lived on less than $1.90 
per day (2011 PPP) in 2018 (a rate simi-
lar to 2008) and debt-to-GDP ballooned 
to an estimated 128 percent by the end 
of 2020. 
The current administration (elected in 
late 2017) has embarked on an ambitious 
reform program. Reforms aimed at mac-
ro-economic stabilization included float-
ing of the currency, strengthening tax 
revenue, and passage of a fiscal responsi-
bility law. Reforms aimed at shifting the 
Angolan economy from dependence on 
oil and the SOE sector include privatiza-
tion of state assets, removal of pervasive 
price controls, improved regulation and 

oversight of financial institutions and 
creation of a competition authority. Fi-
nally, to reduce poverty and inequality, 
the Kwenda cash transfer program was 
introduced in 2020. 
Angola’s transition to a more diversified, 
private-sector led growth model has be-
come even more urgent in the face of 
COVID-19. Sectors ranging from agricul-
ture to financial services have large un-
tapped potential and can generate the 
jobs crucial for poverty reduction. Con-
tinued progress on structural reforms, 
including market-based pricing of fuel, 
and larger and more effective invest-
ments in human capital are needed to 
advance towards a more productive and 
inclusive Angola.   
 
 

Recent developments 
 
GDP is estimated to have contracted by 4 
percent in 2020. Although the spread of 
COVID-19 in Angola has been limited 
(124 cases per 100,000 adults as of Febru-
ary 17, compared to 427 cases on average 
for Sub-Saharan Africa), non-oil activity 
dropped sharply in the second quarter of 
2020 as measures to halt the spread of 
COVID-19 restricted in- person service 
provision. As the pandemic resulted in 
lower oil prices and restrictive OPEC+ 
quotas, Angola’s crude oil production 
declined 7.1 percent in 2020, standing at 
1.28 million barrels per day. Year-on-
year, it is estimated that both oil and non
-oil activity contracted (by 7.2 and 3.1 
percent, respectively).  

ANGOLA 

FIGURE 1 Angola / Budget balance and change in debt  FIGURE 2  Angola / Actual and projected poverty rates and 
real private consumption per capita 

Source: World Bank. Source: World Bank. Notes: see Table 2. 

Angola experienced a fifth consecutive 

year of recession in 2020, as GDP con-

tracted by an estimated 4 percent. 

COVID-19 reduced services activity, 

while low oil prices, reduced OPEC quo-

tas, and logistical disruptions took a toll 

on the oil sector. Reprofiling of external 

debt obligations and the oil price recovery 

since late 2020 have provided some relief 

but debt risks remain elevated. The lagged 

effect of exchange rate depreciation is add-

ing to inflation. Rising prices, high unem-

ployment, and limited social safety nets 

have resulted in rising poverty.  

Table 1 2020

Population, million 32.9

GDP, current US$ billion 62.6

GDP per capita, current US$ 1 903.05

International poverty rate ($1.9)
a 49.9

Lower middle-income poverty rate ($3.2)
a 71 .5

Upper middle-income poverty rate ($5.5)
a 88.5

Gini index
a 51 .3

School enro llment, primary (% gross)
b 1 1 3.5

Life expectancy at birth, years
b 60.8

(a) M ost recent value (201 8), 201 1 PPPs.

(b) WDI for school enrollment (201 5); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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Driven by the decline in the volume and 
value of oil, export revenues (in US dol-
lars) declined by 37.3 percent in 2020. Yet 
as imports also declined (by 23.3 per-
cent), the current account remained in 
balance. In the context of the oil price 
decline and heightened debt vulnerabili-
ties, the currency lost 36.7 percent of its 
value vis-à-vis the US dollar in 2020. Net 
international reserves stood at US$8.8 
billion in January 2021 equivalent to six 
months of imports. 
With the pass-through from currency 
depreciation, inflation accelerated, to 
25.1 percent in 2020 (from 16.9 percent 
in 2019). Prices for food, much of it im-
ported, rose faster (by 31.4 percent). 
Though poverty rates are substantially 
higher in rural areas, urban households 
are particularly vulnerable to price 
shocks due to high unemployment and 
low subsistence production, with pur-
chased food accounting for 44 percent of 
their expenditures.  
Despite the sharp drop in oil revenues, 
the primary fiscal balance remained in 
surplus, though narrower than in 2019. 
The government has prioritized spending 
on health (which increased 40 percent) 
and social protection. Debt reprofiling 
agreements reached in 2020, including 
under the DSSI, have reduced near-term 
financing pressures.  

 
Outlook 
 
A partial recovery is expected in 2021, 
with GDP projected to grow by 0.9 per-
cent and accelerating to 3.5 percent in 
2022, still slower than population growth . 
The recovery is conditional on a stronger 
oil sector, loosening of OPEC+ production 
quotas and resumption of investments to 
halt the structural decline in production. 
This is consistent with the recent strength 
of oil prices and a world economy gradu-
ally recovering from COVID-19 as vac-
cines are rolled out.  
Increased competitiveness of local produc-
tion relative to imports due to currency 
depreciation and a stronger macro frame-
work will support the non-oil sector. 
Structural reforms, including restructur-
ing of the banking sector and privatization 
of unproductive state assets will further 
improve growth prospects.  
The current account is expected to return 
to surplus in 2021, aided by increased oil 
proceeds. Inflation is expected to retreat 
gradually as the lagged impact of rapid 
currency depreciation between 2018 and 
2020 wanes. 
Fiscal and debt consolidation is critical to 
ensure a sustainable recovery. The fiscal 
deficit is expected to decline to zero in 

2021, with non-oil taxes making up an 
increasing share of revenues. Debt is ex-
pected to start declining in 2021, reaching 
94 percent of GDP by 2023 based on con-
tinued fiscal retrenchment and prudent 
debt management. 
Continued high unemployment and infla-
tion have increased food insecurity and 
poverty. Projections, tentative due to lim-
ited data, suggest that the share of the 
population living on less than $1.90 per 
day (2011 PPP) will continue increasing in 
2021, reaching about 54 percent, an in-
crease of 2 million people since 2019. An-
other million may fall into poverty by 
2023 before the poverty rate starts to de-
cline modestly. Expanding the Kwenda 
program and measures to support job 
creation, especially for youth, are critical 
to mitigate poverty and  negative effects 
on human capital. 
  
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices -2.4 -0.6 -4.0 0.9 3.5 2.5

Private Consumption -3.4 -1.6 -4.0 -0.6 2.4 4.5

Government Consumption -1.7 -1.6 -23.9 18.0 -3.2 1.1

Gross Fixed Capital Investment -5.1 -3.1 -5.6 3.3 6.9 5.4

Exports, Goods and Services 1.2 0.8 -6.8 -1.7 6.4 -1.4

Imports, Goods and Services -16.9 0.0 -23.3 6.8 6.4 4.5

Real GDP growth, at constant factor prices -7.5 -1.0 -4.4 0.9 3.6 2.4

Agriculture -7.6 -4.4 6.9 7.4 3.0 3.7

Industry -11.4 -2.8 -8.4 0.0 7.0 2.2

Services -1.7 2.0 -1.3 0.9 -0.3 2.3

Inflation (Consumer Price Index) 19.6 17.1 22.3 22.7 17.0 12.3

Current Account Balance (% of GDP) 7.3 5.7 0.1 3.4 3.4 2.7

Net Foreign Direct Investment (% of GDP) -6.4 -2.0 -1.4 -1.3 0.2 1.2

Fiscal Balance (% of GDP) 2.8 0.7 -2.6 -0.8 0.1 0.7

Debt (% of GDP) 88.6 107.3 128.2 105.3 100.4 91.9

Primary Balance (% of GDP) 7.5 6.0 4.8 6.5 6.2 6.0

International poverty rate ($1.9 in 2011 PPP)a,b 49.9 51.1 52.9 53.9 54.2 53.8

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 71.5 72.3 73.5 74.1 74.2 74.0

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 88.5 89.5 90.9 91.7 91.9 91.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 8-IDREA. Actual data: 201 8. Nowcast: 201 9-2020. Forecast are from 2021  to  2023.

(b) Projection using point to  point elasticity at regional level  with pass-through = 0.7 based on private consumption per capita in constant LCU. 
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Key conditions and 
challenges 
 
Benin entered the COVID-19 pandemic 
with real GDP growth averaging 6.4 per-
cent in the period 2017-2019 (3.5 percent in 
per capita terms), driven by cotton ex-
ports, and the construction and transport 
sectors. The 16-month border closure with 
Nigeria has however brought to light 
some of the vulnerabilities of its growth 
model. Despite some domestic manufac-
turing in cement and textile, the economy 
is hampered by its reliance on re-
exporting imported goods and commodi-
ties (e.g. used cars, rice) to Nigeria 
through its land border , and the concen-
tration of formal exports in agricultural 
products (mainly cotton and cashew). 
Eighty five percent of the labor force is 
working in the informal economy, which 
is costly for firms and workers and has 
hampered productivity growth. Domestic 
revenue mobilization is low and has re-
mained among the lowest in the WAEMU 
despite ambitious tax policy and admin-
istration reforms since 2016. While eco-
nomic gains at the macro level have start-
ed to translate into better living standards 
and improved human development indi-
cators, the effects of COVID-19 on infor-
mal businesses and households, could 
reverse recent trends. 
The duration of the COVID-19 pandemic, 
both regionally and globally, constitute 
substantial downside risks. A prolonged 
outbreak would compromise the economic 

recovery, with new containment measures 
undermining poverty reduction by threat-
ening the livelihoods of the large informal 
sector and increasing food insecurity, while 
raising fiscal and external financing re-
quirements and debt pressures. Diversify-
ing the economy and reducing the fiscal 
dependence on trade with Nigeria remain 
medium-term challenges to economic 
transformation that raises productivity and 
reduces poverty. Increased security threats 
spilling over from the Sahel region could 
also threaten growth. 
 
 

Recent developments 
 
Due to the COVID-19 crisis real GDP 
growth slowed to 2.0 percent in 2020 (-1.0 
percent in per capita terms). H1 2020 ex-
perienced the largest slump with quarter-
ly GDP contracting by 2 percent in Q2, 
following the imposition of COVID-19 
restrictions. GDP grew in Q3 (+1.6 percent 
y/y) as retail and manufacturing activity 
picked up once containment measures 
eased. Agriculture was mildly hit by labor 
shortages due to restrictions on the re-
gional migrant flows. On the demand 
side, public expenditure was the main 
driver of growth. Inflation ramped up and 
reached +3.3 percent at end-2020, on the 
back of higher food prices in a context of 
border closures and trade disruptions. 
The current account deficit (CAD), includ-
ing grants, widened from 4.0 percent of 
GDP in 2019 to 4.6 percent in 2020. De-
spite the strong cotton production (Benin 
was the major exporter in West Africa), 

BENIN 

FIGURE 1 Benin / Budget balance and change in Public and 
publicly guaranteed debt  

FIGURE 2  Benin / Actual and projected poverty rates and 
real GDP per capita 

Source: World Bank.  Source: World Bank. Notes: see Table 2.  

Real GDP growth slowed to 2 percent in 

2020, as the COVID-19 crisis affected 

global demand, containment measures 

hindered services and recession hit Be-

nin’s main trading partner, Nigeria. The 

fiscal balance deteriorated due to large 

counter-cyclical fiscal spending and lower 

tax revenues. Growth and poverty reduc-

tion are expected to gradually recover 

over the medium term, supported by the 

re-opening of the border with Nigeria in 

early 2021. Uncertainty over the efficacy 

and accessibility of vaccines cloud the 

outlook. 

Table 1 2020

Population, million 1 2.4

GDP, current US$ billion 1 5.2

GDP per capita, current US$ 1 224.7

International poverty rate ($1.9)
a 49.6

Lower middle-income poverty rate ($3.2)
a 76.2

Upper middle-income poverty rate ($5.5)
a 90.6

Gini index
a 47.8

School enro llment, primary (% gross)
b 1 1 6.7

Life expectancy at birth, years
b 61 .5

(a) M ost recent value (201 5), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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exports have been hit by declining com-
modity prices and lower re-export activities. 
The fiscal deficit (including grants) signifi-
cantly widened, from 0.5 percent of GDP 
in 2019 to 5.1 percent in 2020, as authori-
ties turned to counter-cyclical fiscal 
spending to counter the crisis. The ambi-
tious health and socio-economic response 
plan amounted to 2.7 percent of GDP. In 
parallel, subdued demand, combined with 
the adverse impact of the border closure 
reduced total revenues (driven by lost 
customs earnings).  
Benin’s monetary and exchange rate poli-
cies are managed by the Central Bank of 
West African States (BCEAO), which 
maintains a fixed peg between the CFA 
Franc and the Euro. Foreign reserves 
reached 5.5 months of imports in 2020 (up 
from 4.4 in 2019), due to large donor sup-
port and reduced imports during the pan-
demic.  To support regional economy and 
COVID-19 related extra spending, the 
BCEAO announced a set of monetary and 
macroprudential measures, since March 
2020, including a policy rate cut and ex-
tended refinancing operations of the 3-
month COVID-19 bonds. 
Poverty and vulnerability remain high. 
National poverty stood at 38.5 percent in 
2019, with rural poverty at 44.2 percent 
(+12.8 ppts higher than urban). World 
Bank estimates suggest that $1.9 a day 

(2011 PPP) poverty declined from 49.6 
percent in 2015, to 45. 5 in 2019 increasing 
only slightly to 45.9 percent in 2020. Ine-
quality is moderate based on consumption 
aggregates, with a Gini index of 34.7 per-
cent in 2019, but the COVID-19 crisis is 
expected to reverse some of these achieve-
ments in the short and medium terms. 
 
 

Outlook 
 

Benin is expected to recover gradually. 
Growth will rebound to 5.0 percent in 
2021, and progressively reach 6.5 percent 
in 2023. Private consumption and exports 
should drive the recovery, pushed by 
higher commodity prices, positive growth 
in Nigeria and the reopening of its border. 
In per capita terms, however, Benin will 
not achieve pre-COVID 19 levels in the 
next two years given its population 
growth and growth remaining below po-
tential. Inflation should slow to 2.0 per-
cent, as labor restrictions linked to COVID
-19 expire.  
The CAD should improve slightly and sta-
bilize at -4.3 percent in 2023 as formal and 
informal trade resumes, even as imports 
are expected to remain high on the back of 
strong construction activity. FDI and port-
folio flows should increase gradually. 

The fiscal deficit (including grants) is ex-
pected to gradually decrease as authorities 
revert to fiscal consolidation by reigning 
in recurrent spending. As revenues also 
bounce back, the fiscal deficit will reach 
the WAEMU convergence criteria of 3 
percent of GDP in 2022. The deficit is ex-
pected to be increasingly financed by non-
concessional borrowing. On January 2021, 
Benin raised EUR 1 billion (5.7 percent of 
GDP) in Eurobonds. Part of the proceeds 
will serve to rollover the 2019 debut Euro-
bond and improve Benin’s debt servicing 
capacity. Still, increased exposure to com-
mercial borrowing may raise vulnerabili-
ties linked to low domestic revenue collec-
tion. The public debt ratio is projected to 
reach a peak at 46.4 percent of GDP in 
2021, before gradually declining.  
Poverty is expected to decline over the 
projection period as the country recovers 
from the crisis. Despite increasing slightly 
in 2020, as a result of the slowdown in per 
capita growth, the $1.9/day PPP poverty 
headcount rate is expected to decrease to 
42.5 percent in 2023, while the $3.2/day 
PPP poverty rate declines from 72.8 per-
cent in 2020 to 69.8 percent by 2023. The 
recent acceleration in the pace of poverty 
reduction led by growth in agriculture 
could be compromised by any resurgence 
of the COVID-19 pandemic or other bor-
der shocks. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 6.7 6.9 2.0 5.0 6.0 6.5

Private Consumption 3.5 3.5 2.6 5.0 6.0 6.5

Government Consumption 6.0 5.8 19.6 -0.2 -5.0 -10.3

Gross Fixed Capital Investment 16.3 10.2 -7.8 5.1 11.8 12.6

Exports, Goods and Services 5.0 8.6 -31.4 23.2 13.8 5.1

Imports, Goods and Services 4.8 3.4 -26.9 16.6 12.9 4.6

Real GDP growth, at constant factor prices 6.7 6.9 2.0 5.0 6.0 6.5

Agriculture 7.3 7.2 5.6 6.5 7.6 8.4

Industry 6.2 6.2 -1.9 1.3 1.4 2.2

Services 6.7 7.1 1.8 6.3 7.8 7.7

Inflation (Consumer Price Index) 0.8 -0.9 3.0 2.0 2.0 2.0

Current Account Balance (% of GDP) -4.5 -4.0 -4.6 -4.5 -4.5 -4.3

Net Foreign Direct Investment (% of GDP) 1.2 1.3 0.6 1.0 1.1 1.2

Fiscal Balance (% of GDP) -2.9 -0.5 -5.1 -4.5 -3.0 -2.6

Debt (% of GDP) 41.1 41.2 46.1 46.4 45.4 44.0

Primary Balance (% of GDP) -1.3 1.1 -3.1 -2.1 -1.0 -0.6

International poverty rate ($1.9 in 2011 PPP)a,b 47.0 45.6 45.9 45.1 43.9 42.5

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 74.0 72.4 72.8 72.0 70.9 69.8

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 90.1 89.9 90.0 89.9 89.6 89.4

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 5-EM ICOV. Actual data: 201 5. Nowcast: 201 6-2020. Forecast are from 2021 to 2023.

(b) Projection using neutral distribution (201 5)  with pass-through = 0.7  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
The discovery of the world’s largest dia-
mond deposits in the 1960s allowed Bot-
swana to maintain average growth rates 
of over 5 percent up until the 2009 global 
financial crisis, with real GDP per capita 
growing almost five times faster than the 
global average. Notably, Botswana has 
benefited from buoyant diamond exports 
– at around 80 percent of total export 
earnings- and accompanying significant 
revenue inflows (over a third of overall 
revenue collection). This led the authori-
ties to establish, in 1994, the Pula Fund 
with the aim of preserving part of the in-
come from diamond exports for future 
generations. Prudent macroeconomic 
management has enabled Botswana to 
accumulate substantial savings, in the 
form of foreign exchange reserves and the 
Government Investment Account (GIA).  
However, Botswana has struggled to main-
tain its growth momentum in recent years 
as the diamonds-cum-public sector led 
growth model has reached its limits and 
alternative drivers of growth have not ma-
terialized. After averaging at 7 percent be-
tween 2010 and 2014, weakening global 
demand for diamonds and severe weather 
conditions slowed real GDP growth to an 
average of 2.6 percent between 2015 and 
2019. Increased government spending to 
support growth and greater revenue vola-
tility has resulted in consecutive years of 
fiscal deficits since FY2015/16, thus eroding 

fiscal buffers. GIA savings fell from 20 per-
cent of GDP in FY2015/16 to 8 percent at 
the end of FY2019/20, posing a threat to the 
sustainability of savings.  
COVID-19 has exacerbated existing vul-
nerabilities, reversing some of the gains 
made in living standards over the past 
five years. Low capital accumulation and 
sluggish productivity have affected 
growth in the non-resource economy. Un-
employment is high and living conditions 
have deteriorated. The pandemic has un-
derscored the urgent need for a transfor-
mation in the growth model so that Bot-
swana can develop a diversified and ro-
bust economy and accelerate job creation. 
Successful implementation of structural 
reforms under the Economic Recovery 
and Transformation Plan (ERTP) would 
improve conditions for a diversified and 
private sector-led growth model.  
 
 

Recent developments 
 
The economy is estimated to have con-
tracted by 7.9 percent in 2020. Diamond 
production is estimated to have declined 
by 29 percent as global demand waned. 
As a result, merchandise exports fell by an 
estimated 26 percent in 2020, weighed 
down by a 77 percent drop (y/y) in the 
second quarter. Travel restrictions affected 
the private sector, with significant losses 
registered in the tourism and hospitality 
industry. Unemployment increased slight-
ly from 23.2 percent in the first quarter of 
2020 to 24.5 percent in the last quarter. An 
additional 103,000 people are estimated to 

BOTSWANA 

FIGURE 1 Botswana / Evolution of Public Debt and Fiscal 
Balance 

FIGURE 2  Botswana / Actual and projected poverty rates 
and real GDP per capita  

Source: World Bank staff estimates. Source: World Bank. Notes: see Table 2.  

Botswana’s economy is estimated to have 

contracted by 7.9 percent in 2020 as the 

pandemic affected key sectors, notably 

diamonds and tourism. Unemployment 

edged up to 24.5 percent and the poverty 

rate is estimated to have reached 60.2 per-

cent in 2020, up from 57.0 percent in 

2019, using the upper-middle-income 

country threshold. While a growth recov-

ery is expected in 2021, sustaining the 

momentum in the medium-term will re-

quire transformation to overcome the 

structural limits of the current growth 

model.  

Table 1 2020

Population, million 2.4

GDP, current US$ billion 1 6.1

GDP per capita, current US$ 6853.6

International poverty rate ($1.9)
a 1 4.5

Lower middle-income poverty rate ($3.2)
a 36.5

Upper middle-income poverty rate ($5.5)
a 59.1

Gini index
a 53.3

School enro llment, primary (% gross)
b 1 03.2

Life expectancy at birth, years
b 69.3

(a) M ost recent value (201 5), 201 1 PPPs.

(b) WDI for school enrollment (201 5); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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have fallen below the upper-middle in-
come poverty line (US$5.5 per day, 2011 
PPP) in 2020, bringing the total to 1.4 mil-
lion people.  
Botswana’s fiscal position has worsened. 
The fiscal deficit is set to widen to 11.4 
percent of GDP in FY2020/21, from 5.6 
percent in FY2019/20, reflecting a sharp 
decline in mineral revenues (55 percent), a 
rigid and high public sector wage-bill, and 
the impact of the COVID-19 Economic 
Response package approved in April 2020. 
Elevated financing needs have been met 
by further GIA drawdowns and increased 
domestic bond issuances. Increased bor-
rowing to close the financing gap is ex-
pected to push public debt from 19.3 per-
cent in FY2019/20 to an estimated 27.4 
percent of GDP at the end of FY2020/21, 
although remaining below the 40 percent 
of GDP statutory cap. 
Muted exports caused the current account 
deficit to widen to an estimated 8.1 per-
cent of GDP in 2020 (from 7.6 percent in 
2019). Merchandise exports declined by an 
estimated 26 percent in 2020 as travel re-
strictions constrained diamond sales (also 
known as sights) and year-on-year export 
fell by 78 percent in Q2 2020. Coupled 
with relatively stable imports and a sig-
nificant drop in tourism receipts, the trade 
deficit increased to 12.5 percent in 2020 
from 6.9 percent in 2019. Despite this,  

increased Southern African Customs Un-
ion (SACU) transfers for FY2020/21 helped 
to alleviate some pressures. Foreign direct 
investment fell 30 percent in the first half 
of 2020. International reserves decreased 
by 23.3 percent year-on-year to US$5.1 
billion (10.9 months of imports) at the end 
of November 2020.  
 
 

Outlook 
 

Botswana’s economy could grow by 6.9 
percent in 2021, reflecting recovery of 
mining production following last year’s 
sharp contraction, with results from the 
first diamond sight showing exports are 
up by 18 percent (y/y). However, broad-
based recovery will be critical to reduce 
poverty, as most people who lost jobs due 
to COVID-19 remain unemployed. Simi-
larly, per capita GDP will not revert to 
2019 levels until 2023. Over the medium-
term, growth will plateau at around 4.2 
percent with private investments in coal 
and copper mining, along recovering con-
sumption, being the main contributing 
factors.  
The anticipated diamond-led recovery 
will also improve the fiscal position, with 
the deficit set to narrow to about 5.4 per-
cent of GDP in FY2021/22 due to higher 

mineral revenues and revenue enhancing 
measures including revisions to the VAT 
rate, fuel levy and withholding tax. These 
will cushion the anticipated impact of 
reduced SACU receipts. Expenditures will 
remain largely unchanged as one-off 
COVID-19 emergency spending is re-
placed by ERTP-linked spending, alt-
hough efforts to “right-size” the wage bill 
will begin with the abolishment of 50 per-
cent of vacant positions. While total debt 
is expected to remain sustainable over the 
medium-term, it is expected to increase to 
an estimated 28.0 percent of GDP in 
FY2020/21, reflecting depleted fiscal buff-
ers and subsequent increase in external 
borrowing.  
The outlook is not without substantial 
COVID-19-related downside risks, partic-
ularly as additional waves and mutations 
of the virus provide added uncertainty. A 
scenario where waves of infections are 
followed by worldwide lockdowns could 
curtail demand in the global diamond 
industry, thus resulting in a slower recov-
ery for Botswana. Services, particularly 
tourism, trade and transport, would also 
be impacted. Lower mineral receipts 
would worsen the fiscal position, adding 
to pressures from the anticipated declines 
in SACU receipts. Both the fiscal and ex-
ternal balance would likely remain in defi-
cit beyond FY2023/24.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 4.5 3.0 -7.9 6.9 4.3 4.1

Private Consumption 4.1 4.2 -1.8 1.1 3.0 4.1

Government Consumption 3.7 3.3 -0.7 3.3 -7.5 -9.9

Gross Fixed Capital Investment 8.1 6.6 -2.6 3.3 3.2 8.0

Exports, Goods and Services 7.2 -16.7 -28.6 32.5 16.5 6.2

Imports, Goods and Services 11.8 6.7 -8.9 9.7 5.0 2.5

Real GDP growth, at constant factor prices 4.5 3.2 -7.9 6.9 4.2 4.2

Agriculture 2.6 -0.1 3.5 3.0 3.0 2.5

Industry 5.5 0.2 -15.0 14.5 2.7 3.2

Services 4.1 4.5 -5.5 4.4 4.8 4.6

Inflation (Consumer Price Index) 3.2 2.8 1.9 3.1 4.0 4.0

Current Account Balance (% of GDP) 0.6 -7.6 -8.1 -5.2 -2.8 0.5

Net Foreign Direct Investment (% of GDP) 1.1 1.2 1.1 1.7 1.8 1.6

Fiscal Balance (% of GDP)a -4.7 -5.6 -11.4 -5.4 -2.4 -0.4

Debt (% of GDP) 18.1 19.3 25.3 28.0 32.3 29.1

Primary Balance (% of GDP)a,b -4.1 -5.0 -10.5 -4.4 -1.1 1.1

International poverty rate ($1.9 in 2011 PPP)c,d 12.9 12.6 16.0 14.3 13.5 12.9

Lower middle-income poverty rate ($3.2 in 2011 PPP)c,d 33.9 33.6 38.3 36.1 34.9 33.9

Upper middle-income poverty rate ($5.5 in 2011 PPP)c,d 57.2 57.0 60.2 58.7 58.0 57.2

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Fiscal balances are reported in fiscal years (April 1 st -M arch 31 st).

(b) Refers to Public and Publicly Guaranteed debt.

(c) Calculations based on 201 5-BM THS. Actual data: 201 5. Nowcast: 201 6-2020. Forecast are from 2021  to  2023.

(d) Projection using neutral distribution (201 5)  with pass-through = 0.87  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
The primary sector employs 80 percent of 
the adult population, mostly in subsist-
ence agriculture, and contributes a quarter 
of the country’s GDP. Due to a lack of 
irrigation capacity, agriculture has been 
highly exposed to the vagaries of weather 
and climate change. Cotton, once the larg-
est export commodity, remains the major 
cash crop. The secondary sector contrib-
utes a similar share to the economy, al-
most 75 percent of which is generated by a 
booming mining industry. Gold now ac-
counts for about 85 percent of export pro-
ceeds, placing Burkina Faso among Afri-
ca’s top five gold exporters. The mining 
sector has, however, limited linkages to 
the local economy and generates few jobs. 
Services account for about half of GDP, 
with retail, transportation, and the public 
sector generating most jobs and value 
added. Public service delivery has been 
facing an increasingly difficult context 
with growing violence and conflict, as 
evidenced by an unprecedented humani-
tarian crisis.   
COVID-19 has had two major effects. Ex-
ternally, it has supported the BOP through 
high gold and low oil prices—fuel imports 
accounted for 20 percent of the 2019 im-
port bill. Domestically, however, it has 
aggravated the impact of the ongoing se-
curity, humanitarian, and social crises. 
The fiscal accounts are strained by (i) ris-
ing spending on military personnel and 

equipment in response to the deteriorat-
ing security situation; (ii) additional so-
cial assistance to the over 600 thousand 
new internally displaced; and (iii) a high 
and rising wage bill due to strong union 
pressure in a tense social context. Addi-
tional spending is often financed 
through the issuance of relatively expen-
sive (domestic) debt with increasing debt 
service payments. Also, low investment 
in the non-gold sector along with stag-
nating labor and land productivity, lim-
ited access to credit, and the high cost of 
doing business are constraining poten-
tial growth.  
 
 

Recent developments 
 
In the first half of 2020, real GDP growth 
collapsed by 5 percent (y/y) on account of 
the early COVID-19 containment 
measures. Exceptionally benign terms of 
trade and the implementation of the 
Emergency Response Plan (ERP) helped 
the economy to rebound by 8 percent in 
the third quarter (y/y). With booming gold 
exports, the current account deficit (CAD) 
decreased to 2.6 percent of GDP from 4.8 
percent in 2019. The fiscal deficit, as a 
share of GDP, increased to 5.6 percent in 
2020 from 3.2 percent in 2019, largely due 
to COVID-19 mitigation measures. Do-
mestic revenue collection (excluding 
grants at 4.4 percent of GDP) is estimated 
at 18 percent of GDP, down by 1.5 per-
centage points compared to 2019, mainly 
due to temporary tax deferrals or cancel-
lations included in the ERP while tax 

BURKINA FASO 

FIGURE 1 Burkina Faso / Sectoral real value added  FIGURE 2  Burkina Faso / Actual and projected poverty 
rates and real GDP per capita 

Source: World Bank. Source: World Bank. Notes: see Table 2. 

Favorable terms-of-trade and good crop 

production kept the economy growing in 

2020, despite the negative COVID-19 

shock and persistent security crisis. How-

ever, about 450,000 people joined the ex-

treme poor in 2020. With low oil and high 

gold prices, real GDP is projected to rise 

by 3.1 percent in 2021 and the extreme 

poverty incidence rate is projected to de-

crease only from 2022 onwards. Improve-

ments in the efficiency of social safety nets 

and public service delivery are critical to 

resume poverty reduction. 
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Table 1 2020

Population, million 20.9

GDP, current US$ billion 1 6.0

GDP per capita, current US$ 765.7

International poverty rate ($1.9)
a 43.8

Lower middle-income poverty rate ($3.2)
a 76.7

Upper middle-income poverty rate ($5.5)
a 92.3

Gini index
a 35.3

School enro llment, primary (% gross)
b 94.5

Life expectancy at birth, years
b 61 .2

(a) M ost recent value (201 4), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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administration measures helped prevent a 
larger decrease.  
Burkina Faso’s monetary and exchange 
rate policies are managed by the BCEAO, 
which maintains a fixed peg between the 
CFA Franc and the Euro. Its reserves 
reached an estimated 5.5 months of im-
ports in 2020 (vs 5.9 months in 2019) sup-
ported by donor inflows and reduced 
imports during the pandemic. Between 
March and October 2020, the REER ap-
preciated by 6.4 percent y/y, reflecting 
the nominal appreciation of the Euro 
against the US Dollar. Since March 2020, 
the BCEAO has supported the regional 
economy through a policy rate cut and 
refinancing operations of 3-month 
COVID-19 bonds. 
Simulations suggest that the COVID-19 
crisis increased the extreme poverty rate 
by about a percentage point, to 37.1 per-
cent in 2020, resulting in an additional 
450,000 extreme poor and reversing two 
years of poverty reduction. A direct conse-
quence of the shock is an increase in food 
insecurity: 28 percent of households can 
no longer meet their dietary needs and the 
phenomenon is more pronounced in rural 
areas (33.5% vs 16.8% in urban areas). 
Social protection has been limited and not 
always well targeted. Only 8.8% of house-
holds declared receiving COVID-19-
related assistance. 

 

Outlook 
 
Amid continued uncertainty, the economy 
is projected to grow by 3.1 percent in 2021, 
marginally above the population growth 
rate. Growth is expected to be driven by a 
gradual recovery in services (1.2 percent-
age points contribution) as retail, restau-
rants, hotels, and transportation services 
recover. Strong gold production will sup-
port the mining sector (0.6 percentage 
point contribution). Encouraging rainfalls 
recorded toward the end of 2020 might 
also translate into a continuation of strong 
agricultural performance. The CAD is 
projected to increase by 0.6 percent of 
GDP in 2021 due to mining profits repatri-
ations and slowing FDIs and portfolio 
investments. With security, humanitarian, 
and social challenges persisting through-
out the year, the fiscal deficit is projected 
to remain elevated, at 5.2 percent of GDP, 
and public debt to rise to 53.1 percent of 
GDP. The effects of the COVID-19 shock 
on poverty will persist with the headcount 
ratio remaining at 37 percent – adding  
190,000 new extreme poor – and returning 
to pre-COVID-19 levels around end-2022.  
This growth and poverty outlook is sen-
sitive to risks. On the downside, social 
unrest, insecurity, or political upheaval 

could destabilize an already fragile situa-
tion. Further, given the high dependence 
on agriculture and its low level of resili-
ence to natural hazards, the country is 
highly exposed to natural disasters, in-
cluding low rainfall, floods, and locust 
invasions. Finally, in case of a rapid recov-
ery of the world economy, terms of trade 
could shift quickly to the disadvantage of 
Burkina Faso’s exporters and importers. 
On the upside, 2021 could bring good 
weather conditions and an above-average 
harvest; an effective start of the COVID-19 
vaccination campaign by mid-2021 could 
help prevent another lockdown; and more 
efficient social safety nets and public ser-
vice delivery would help enhance the pace 
of poverty reduction. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 6.8 5.7 0.6 3.1 5.0 5.7

Private Consumption 1.5 7.2 0.9 4.2 6.5 6.3

Government Consumption 8.1 19.6 8.0 1.3 1.4 2.1

Gross Fixed Capital Investment 18.0 -6.4 -7.2 2.9 6.4 10.2

Exports, Goods and Services 6.0 -2.3 0.2 3.2 4.9 5.2

Imports, Goods and Services 3.5 -1.6 -1.0 4.5 7.2 7.9

Real GDP growth, at constant factor prices 6.5 5.7 0.6 3.1 5.0 5.7

Agriculture 9.9 4.6 4.1 4.6 3.7 4.5

Industry 3.6 1.9 1.3 2.4 3.2 3.9

Services 6.6 8.2 -1.4 2.8 6.6 7.2

Inflation (Consumer Price Index) 2.0 -3.2 3.2 2.1 2.4 2.5

Current Account Balance (% of GDP) -4.1 -4.8 -2.6 -3.2 -3.7 -4.0

Net Foreign Direct Investment (% of GDP) 1.2 1.3 1.1 0.9 0.7 0.7

Fiscal Balance (% of GDP) -4.2 -3.2 -5.6 -5.2 -4.6 -3.2

Debt (% of GDP) 37.7 42.7 47.6 53.1 55.4 56.3

Primary Balance (% of GDP) -3.2 -1.9 -4.3 -3.6 -2.6 -1.4

International poverty rate ($1.9 in 2011 PPP)a,b 37.4 36.0 37.1 37.0 35.8 34.4

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 73.5 72.7 73.3 73.2 72.6 71.8

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 91.0 90.7 91.0 90.9 90.7 90.4

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 2009-ECVM  and 201 4-EM C. Actual data: 201 4. Nowcast: 201 5-2020. Forecast are from 2021  to  2023.

(b) Projection using annualized elasticity (2009-201 4)   with pass-through = 1 based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Economic and social development have 
been hampered by structural weaknesses 
that have locked the economy in a low-
level equilibrium. These include the 
dominance of low-productivity agricul-
ture (reliance on poor-quality land and 
rainfall), limited economic diversifica-
tion (weak private sector, narrow export 
base, supply-side constraints), limited 
fiscal space for public investments, low 
capital accumulation and weak produc-
tivity, and massive human capital chal-
lenges compounded by high population 
growth. These weaknesses have been 
exacerbated since 2015 by large external 
imbalances, fiscal pressures, high do-
mestic debt crowding out of private sec-
tor credit, and constrained access to 
forex. The result has been depressed 
growth, limited job-creation, and high 
poverty trends. 
COVID-19 presents additional challenges 
to households across the income distribu-
tion, through both direct and indirect 
effects. COVID-19 may entail long-lasting 
repercussions on human capital, as house-
holds are forced to adopt harmful coping 
strategies such as selling productive assets 
or reducing expenditures on education 
and food. Border closures particularly 
affect small farmers as significant trade in 
agricultural products takes place between 
Burundi and neighboring countries. Lim-
ited fiscal space and scant monetary and 

financial buffers undermine the govern-
ment’s ability to stimulate the economy 
and mitigate economic costs of the pan-
demic. The national development plan for 
2018-2027 aims to boost economic growth 
and resilience notably by supporting 
growth sectors (such as market-oriented 
agriculture, infrastructure, mining), devel-
oping human capital, and enhancing envi-
ronmental protection. Implementing this 
agenda poses significant financing needs 
and requires political commitment to re-
forms.  
In addition, uncertainty around the sec-
ond wave of COVID-19 persists. Burun-
di’s increases in cases since December 
2020 and the closure of land and sea bor-
ders are likely to slow the pace of recovery 
depending on the duration of these 
measures.  
 
 

Recent developments 
 
Although COVID-19 cases remain rela-
tively low, the pandemic has impacted 
Burundi’s fragile economy through border 
closures and lower commodity exports. 
Economic growth for 2020 is estimated at 
0.3 percent from 1.8 percent in 2019, ow-
ing to a slowdown in agriculture and a 
contraction in services. The industrial sec-
tor expanded moderately driven by the 
food industry. Growth was supported by 
government consumption (especially 
health) while other demand components 
tumbled. Inflation rose in 2020 with high-
er food prices and disruptions to imported 
consumer products.  

BURUNDI 

FIGURE 1 Burundi / Public debt, fiscal and current account 
balances  

FIGURE 2  Burundi / Actual and projected poverty rate and 
real GDP per capita 

Sources: Official statistics and World Bank calculations. Source: World Bank. Notes: see Table 2. 

Economic growth is estimated to deceler-

ate to 0.3 percent in 2020 from 1.8 per-

cent in 2019, with poor performance in 

services and agriculture, partially offset 

by COVID-19 induced import-

substitution in industry. Macroeconomic 

challenges include large external imbal-

ances, fiscal pressures and high public 

indebtedness. With rapid population 

growth, per capita GDP is contracting 

while poverty is expected to reach 87.5 

percent in 2023. The medium-term 

growth outlook is modest and highly vul-

nerable to risks from the continuing eco-

nomic fallout from the COVID-19.     
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Table 1 2020

Population, million 1 1 .9

GDP, current US$ billion 3.3

GDP per capita, current US$ 274.0

International poverty rate ($1.9)
a 72.8

Gini index
a 38.6

School enro llment, primary (% gross)
b 1 1 9.0

Life expectancy at birth, years
b 61 .2

(a) M ost recent value (201 3), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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The fiscal deficit narrowed due to a drastic 
cut in capital expenditure to address the 
loss in revenue, but remained high at 4.6 
percent of GDP in 2020, leading to a fur-
ther increase in public debt to 63.2 percent 
of GDP (of which 26 percent is external).  
Helped by lower oil prices, the current 
account deficit (CAD) narrowed to a still-
high 11.9 percent of GDP in 2020. The 
deficit was mainly financed by trade cred-
its. Exchange rate overvaluation weighs 
on the economy. In December 2020, the 
parallel market premium averaged 70 
percent while the depreciation of the offi-
cial exchange rate was limited to 3.8 per-
cent year-on-year. In September 2020, in-
ternational reserves remained low cover-
ing 1.3 months of imports.   
GDP growth per capita remains negative. 
Poverty has been estimated at 87 percent in 
2021 (based on international poverty line of 
$1.90/capita/ day, in 2011 PPP), up from 
72.8 percent in 2013 (last year with data 
availability). Progress has been made in 
education and health, yet Burundi’s Hu-
man Capital Index remains low – with chil-
dren today living up to only 39 percent of 
their productive potential - compared to 
the counterfactual if they had enjoyed full 
health, including adequate nutrition, and 
education. Literacy rates remain particular-
ly low among women and rural residents. 
Food insecurity remains alarming, with 56 

percent of children under 5 stunted and 
malnutrition rates even higher outside of 
the capital city.   
 
 

Outlook 
 

Under the base case that the COVID-19 is 
brought under control during 2021, eco-
nomic growth is projected at 2-3 percent 
during 2021-23, supported by gains in all 
sectors. Assuming normal weather condi-
tions, agriculture will grow faster in 2021 
as borders start to reopen. Mining activity 
is expected to pick up as the country ex-
ploits its mineral potential and a new col-
tan mine was opened in 2020. On the de-
mand side, a rise in private and public 
investment is expected under economic 
recovery.  
The fiscal deficit is expected to narrow in 
2021-2023, driven by measures to bolster 
revenue collection as outlined in the Gov-
ernment’s Public Finance Management 
Strategy 2018-2027. These measures rely on 
increasing the effectiveness of tax admin-
istration and include broadening the tax 
base (taxation of the informal sector) and 
improving revenue collection. The strategy 
also aims at improving the utilization of 
external resources, notably the accounting 
and monitoring and evaluation of grants. 

However, with external grants limited, 
public debt is expected to rise further to 67 
percent of GDP in 2023 mostly due to issu-
ance of new domestic debt. The CAD is 
expected to remain high at around 14 per-
cent of GDP in 2022–23 as the overvalued 
exchange rate leads real growth in im-
ports to outstrip export growth (the latter 
is expected to be driven by minerals).  
The outlook remains vulnerable to the 
continuing economic fallout from the 
COVID-19 and the availability and distri-
bution of vaccines, fiscal slippages, forex 
pressures and climatic shocks. Under a 
low-case scenario that COVID is not con-
trolled and border closures and other re-
strictive measures recur throughout 2021, 
economic growth could be reduced by 1 
percentage point with attendant impacts 
on poverty. On the upside, the new ad-
ministration has shown efforts to reengage 
with development partners, and the rapid 
resumption of aid flows could accelerate 
growth.   
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 1.6 1.8 0.3 2.0 2.5 3.0

Private Consumption 3.5 3.1 0.3 2.7 2.8 3.1

Government Consumption 6.7 8.3 19.2 -0.6 4.4 5.1

Gross Fixed Capital Investment 24.9 32.9 -16.6 21.4 7.1 6.0

Exports, Goods and Services 11.0 -0.5 -10.9 4.6 4.7 4.9

Imports, Goods and Services 19.0 17.1 4.3 6.9 6.0 5.8

Real GDP growth, at constant factor prices 1.7 1.8 0.3 2.0 2.5 3.0

Agriculture 3.0 3.1 2.8 3.1 3.2 3.2

Industry 2.4 2.1 1.8 2.0 2.0 2.0

Services 0.7 0.9 -1.7 1.3 2.2 3.3

Inflation (Consumer Price Index) -2.6 -0.8 7.5 3.4 3.7 3.6

Current Account Balance (% of GDP) -11.9 -13.4 -11.9 -13.7 -14.2 -14.4

Net Foreign Direct Investment (% of GDP) 0.0 0.0 -0.1 0.0 0.0 0.0

Fiscal Balance (% of GDP) -4.9 -4.9 -4.6 -4.4 -4.2 -4.3

Debt (% of GDP) 50.9 58.5 63.2 69.2 75.4 66.8

Primary Balance (% of GDP) -4.5 -4.3 -3.9 -3.6 -3.4 -3.6

International poverty rate ($1.9 in 2011 PPP)a,b 82.9 84.0 86.2 87.0 87.5 87.4

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 2006-QUIBB and 201 3-ECVM B. Actual data: 201 3. Nowcast: 201 4-2020. Forecast are from 2021  to  2023.

(b) Projection using point-to-point elasticity (2006-201 3)   with pass-through = 1 based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Political stability, democratic institutions, 
and pro-market reforms generated sig-
nificant economic and social progress in 
Cabo Verde since independence in 1975. 
However, the country’s development 
model, based on tourism and Foreign 
Direct Investment (FDI) has shown signs 
of fatigue since the 2008 Global Financial 
Crisis. The subsequent sluggish recovery 
in Europe reduced the influx of funds to 
Cabo Verde, with dwindling private in-
vestment and growth. Ineffective expan-
sionary fiscal policy between 2010-2015 
led to growing fiscal financing needs, 
increasing public debt, and a slowdown 
in productivity. To put public debt on a 
sustainable path, authorities initiated a 
fiscal consolidation program in 2016, 
including the reform of key loss-making 
State Own Enterprises (SOEs). 
The impact and persistence of the COVID
-19 pandemic exacerbated the vulnerabil-
ities of the growth model. In addition to 
the adverse economic effects of domestic 
containment and mitigation measures, 
international travel restrictions led to a 
sharp contraction in tourism and related 
activities. Rising global uncertainty also 
depressed FDI. Authorities responded to 
the crisis appropriately, expanding pub-
lic health services and social protection 
programs as well as providing financial 
support to small businesses and hard-hit 
sectors, although it set back gain 

in poverty reduction made in the past 
five years. 
The pace of the economic recovery is tied 
to the duration of the pandemic, access to 
vaccines, the emergence of new variants 
of the virus, and the speed of global re-
covery, particularly international tour-
ism. Fiscal risks are high as the govern-
ment is exposed to contingent liabilities 
in sectors that are particularly vulnerable 
to the crisis. A protracted pandemic 
would aggravate the current crisis, trig-
gering these liabilities and leading to 
macroeconomic instability. The country 
also remains significantly exposed to 
natural disasters that could further weigh 
on external and fiscal balances.  
 
 

Recent developments 
 
Economic activity contracted by 14 per-
cent in 2020, the largest contraction on 
record and one of the highest in Africa. 
The deceleration was driven by the shut-
down of the tourism sector and the associ-
ated negative spillovers in upstream sec-
tors. The services sector contracted by 18.4 
percent, while industrial output declined 
by 3.6 percent. Agriculture output grew 
by 2.5 percent as the 3-year long draught 
came to an end in 2020.  
The Current Account Deficit (CAD) in-
creased from 0.4 percent of GDP in 2019 to 
13.8 percent in 2020, owing to the collapse 
in services exports. The CAD was fi-
nanced primarily by grants and conces-
sional loans. International reserves 
reached 7.8 months of imports. 

CABO VERDE 

FIGURE 1 Cabo Verde / Real GDP per capita and debt  
outlook  

FIGURE 2  Cabo Verde / Actual and projected poverty rates 
and real GDP per capita  

Sources: World Bank and IMF Staff estimates Source: World Bank. Notes: see Table 2. 

The COVID-19 crisis led to a contraction 

of real GDP of 14 percent in 2020, exacer-

bating pre-existing fiscal, debt, and exter-

nal imbalances. Progress in poverty re-

duction since 2015 was erased. Over the 

medium-term, growth is expected to re-

cover gradually as tourism flows and for-

eign direct investment rebound. The out-

look is subject to substantial downside 

risks stemming from access to vaccines, 

the emergence of new variants of the vi-

rus, the speed of global recovery, and  

climatic shocks. 

Table 1 2020

Population, million 0.6

GDP, current US$ billion 1 .7

GDP per capita, current US$ 3093.6

International poverty rate ($1.9)
a 3.4

Lower middle-income poverty rate ($3.2)
a 1 5.4

Upper middle-income poverty rate ($5.5)
a 41 .3

Gini index
a 42.4

School enro llment, primary (% gross)
b 1 04.0

Life expectancy at birth, years
b 72.8

(a) M ost recent value (201 5), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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The overall fiscal deficit reached 9.3 
percent of GDP in 2020, driven by a fall 
of 20 percent in tax revenue and an in-
crease of 21 percent in current spending 
due to health-related expenditures and 
temporary subsidies. Financing needs 
of 12.3 percent of GDP were covered by 
concessional credits, grants, domestic 
borrowing, and resources freed by the 
Debt Service Suspension Initiative 
(DSSI). The stock of public debt climbed 
to 141.1 percent in 2020. The risk of ex-
ternal and total debt distress is high but 
public debt remains sustainable due to 
its concessional profile, long maturity 
and low interest rates. 
Cabo Verde’s monetary policy is 
aligned with the Eurozone, as the Escu-
do is pegged to the Euro. Despite an 
accommodative monetary policy stance, 
inflation remained subdued at 1 percent 
in 2020. Liquidity and capital ratios in 
the banking system are adequate, but 
exposure to non-performing loans is 
high.  
The crisis reversed the progress in pov-
erty reduction achieved since 2015, 
pushing close to 10,000 people into tem-
porary poverty. Population living un-
der the international poverty line of 
US$1.9/day (2011 PPP) increased from 
2.3 percent in 2019 to 3.7 percent in 
2020. 

 

Outlook 
 
The economy will recover slowly from the 
pandemic. Real GDP growth is projected to 
be 3.9 percent in 2021 and gradually accel-
erate to 6.1 by 2023. GDP per capita is pro-
jected to return to the 2019 level by 2024. In 
the short-term, the recovery will be driven 
by a gradual reactivation of the tourism 
sector. Over the medium-term, private con-
sumption and investment in tourism and 
the blue economy, energy and ICT will 
contribute to closing the output gap. The 
resumption of FDI and structural reforms 
will also unlock investments and accelerate 
productivity. The outlook is subject to sub-
stantial downside risks stemming from 
delays in the recovery of tourism, financial 
flows, and SOEs reforms. 
The CAD is projected to reach 13.5 percent 
of GDP in 2021, converging to 4.6 in 2023. 
Medium-term external financing needs are 
expected to be covered mainly by private 
external debt and FDI, which is expected to 
reach 5 percent of GDP in 2023. Interna-
tional reserves would remain steady at 
about 6 months of imports. 
Authorities are committed to macroeco-
nomic stabilization in the short-term and 
fiscal consolidation in the medium-term. 
Consolidation measures will include 

enhanced management of fiscal risks, no-
tably from SOEs, and revenue mobiliza-
tion. The primary deficit is projected to 
reach 6.1 percent of GDP in 2021 and im-
prove over the medium term to 0.5 per-
cent in 2023. The extension of the DSSI in 
2021 will free resources amounting to 0.5 
percent of GDP and the public debt-to-
GDP ratio is expected to fall to 126.4 by 
2023. Inflation is projected to remain be-
low 1.5 percent over the medium-term. 
The poverty rate (using the international 
poverty line of $1.9/day) is projected to 
decline to 3.3 percent in 2021 and reach 2.5 
percent in 2023 with significant downside 
risks associated with an uncertainty about 
the depth and duration of the pandemic 
and associated impacts on tourism. 
 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 4.5 5.7 -14.0 3.9 5.2 6.1

Private Consumption 1.5 5.9 -7.0 2.9 4.1 5.3

Government Consumption 2.2 4.8 5.1 2.6 -5.8 -3.7

Gross Fixed Capital Investment 4.4 -4.5 0.9 0.3 7.6 6.4

Exports, Goods and Services 15.9 10.0 -49.0 15.1 18.2 11.3

Imports, Goods and Services 8.7 2.0 -21.9 5.6 8.9 5.7

Real GDP growth, at constant factor prices 4.5 5.7 -14.0 3.9 5.2 6.1

Agriculture -18.5 -6.8 2.5 6.2 7.3 8.1

Industry 8.1 7.5 -3.6 4.2 5.5 6.6

Services 6.3 6.3 -18.4 3.6 4.9 5.7

Inflation (Consumer Price Index) 1.3 1.1 1.0 1.2 1.4 1.5

Current Account Balance (% of GDP) -5.2 -0.4 -13.8 -13.5 -9.7 -4.6

Net Foreign Direct Investment (% of GDP) 4.1 4.1 4.1 4.2 4.5 5.0

Fiscal Balance (% of GDP) -2.7 -1.8 -9.3 -9.1 -6.3 -3.3

Debt (% of GDP) 124.7 124.9 141.1 140.9 134.0 126.4

Primary Balance (% of GDP) -0.2 0.8 -6.4 -6.1 -3.5 -0.5

International poverty rate ($1.9 in 2011 PPP)a,b 2.5 2.1 3.8 3.4 3.0 2.5

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 12.7 11.5 16.2 15.3 14.2 12.7

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 36.3 34.2 42.5 41.3 38.7 36.3

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 5-IDRF. Actual data: 201 5. Nowcast: 201 6-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 5)  with pass-through = 1  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Cameroon is a lower-middle-income 
country playing a leading role in the Cen-
tral African Economic and Monetary 
Community (CEMAC), holding 41.6 per-
cent of the community’s GDP in 2019. The 
country is richly endowed with natural 
mineral resources, including oil, natural 
gas, gold, iron, and manganese. The coun-
try has shown a relatively strong macroe-
conomic performance in recent years, with 
growth reaching 3.7 percent in 2019. Gov-
ernment’s expenditures increased continu-
ously in the past decade due to the securi-
ty crises. Concomitantly, non-oil revenues 
increased on the back of improved tax 
collection. Hence, the fiscal deficit reduced 
significantly and represented 3.3 percent 
of GDP in 2019, compared to 4.5 percent 
of GDP in 2014. Over the last decade, the 
pace of economic growth has not been 
high enough to lead to a significant pov-
erty reduction because of the lack of redis-
tributive policies and population growth.  
The COVID-19 pandemic has compound-
ed the cyclical and long-term risks faced 
by the country (exposure to external 
shocks, high risk of debt distress, security 
issues and political turmoil). Both the 
drop in production of goods and services, 
reduced exports, and disruptive global 
value chains translated into financing 
needs and daunting socio-economic chal-
lenges. The main sources of vulnerabilities 
that could weigh on debt sustainability 

include tighter financial conditions, SOEs’ 
contingent liabilities and committed but 
non-disbursed debt resulting, inter alia, 
from delays in infrastructure projects. On 
the social side, a prolonged health crisis 
together with the weak safety nets have 
further overstretched the health system. 
Moreover, ongoing civils conflicts in the 
South-West and the North-West notably 
are adding to the challenge of recovering 
from the pandemic. 

 
Recent developments 
 
The COVID-19 has hit the economy hard, 
with the tertiary sector being the most 
impacted. Branches such as hotels and 
catering, transport, and public administra-
tion services experienced a significant 
drop in their activities. Consumption and 
investment fell as income decreased and 
uncertainty spread as a result of contain-
ment measures. As a result, Q2 output 
contracted by 1.1 percent (y-o-y) from a 
4.4 percent growth (y-o-y) in Q2 2019. 
Global trade weakness entailed a lower 
demand from Cameroon’s main trading 
partners, but the sharp drop of imports 
supported the trade account balance to 
narrow by 6.1 percent in 2020, compared 
to 2019. Despite a drop in net current 
transfers (by 18.2 percent between 2019 
and 2020), the current account deficit nar-
rowed to 4.6 percent of GDP in 2020, from 
5.0 percent of GDP in 2019.  At the end of 
December 2020, inflation has surged by  
2.5 percent  mainly driven by clothing and 
footwear items. Food prices also increased 

CAMEROON 

FIGURE 1 Cameroon / Real GDP growth and contributions to 
real GDP growth  

FIGURE 2  Cameroon / Actual and projected poverty rates 
and real GDP per capita  

Source: World Bank. Source: World Bank. 

The COVID-19 pandemic resulted in the 

contraction of Cameroon’s economy in 

2020, and additional 400,000 people fell 

into extreme poverty. The pandemic has 

mainly affected service sectors and those 

linked to global value chains, hampering 

manufacturing sectors. Despite expendi-

ture controls, the drop in domestic reve-

nue has worsened the fiscal situation. 

Moreover, the country remains at high 

risk of debt distress. The outlook is favora-

ble, with the economy recovering gradual-

ly and returning to pre-COVID 19 

growth rates in 2023.  
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Table 1 2020

Population, million 26.5

GDP, current US$ billion 39.7

GDP per capita, current US$ 1 494.5

International poverty rate ($1.9)
a 26.0

Lower middle-income poverty rate ($3.2)
a 47.0

Upper middle-income poverty rate ($5.5)
a 71 .0

Gini index
a 46.6

School enro llment, primary (% gross)
b 1 05.7

Life expectancy at birth, years
b 58.9

(a) M ost recent value (201 4), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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amid heightened tensions in the North, 
the Far North, and the South-West re-
gions.  
The fiscal accounts deteriorated, albeit less 
than anticipated, as the two major revenue 
components performed well (oil and 
VAT). For instance, the unexpected recov-
ery in oil prices coupled with a good VAT 
collection helped government revenues to 
reach 10.3 percent of GDP cumulatively in 
Q1-Q3 2020, compared to 10.6 percent of 
GDP in the corresponding period in 2019. 
Meanwhile, the revised budget law in-
volved expenditures reprioritization, 
which led the overall fiscal deficit to an 
estimated 3.9 percent of GDP in 2020, 
compared to 3.3 percent of GDP in 2019. 
Public debt increased driven by external 
debt increase and reached 43.4 percent of 
GDP at the end of December 2020, com-
pared to 42.8 percent of GDP at the corre-
sponding period in 2019.  
The COVID-19 pandemic has reversed 
parts of progress in poverty reduction. 
Poverty simulations suggest that the eco-
nomic downturn in 2020 could have in-
creased extreme poverty incidence to 25.3 
percent in 2020, pushing an additional 
400,000 people to live with less than PPP 
$1.90 a day. Containment measures imple-
mented between April and June reduced 
production levels leading to non-essential 
staff’s lay-off, a drop in remunerations, 

and lower enterprise turnover in the for-
mal and informal sectors. Also, food inse-
curity issues increased primarily in con-
flict-affected areas.  
 
 

Outlook 
 

Cameroon’s economic activity is expected 
to recover gradually from 2021 onwards 
on the back of dynamic secondary and 
tertiary sectors. Higher oil production and 
prices, services supply, and improved 
external demand would translate into 
stronger private consumption and invest-
ment. The major upside risk is a rapid 
vaccine release in the developed part of 
the world. Real GDP would grow by 2.1 
percent in 2021 (0.1 percent in per capita 
terms), and the country is projected to 
return to its pre-COVID growth rate (3.8 
percent) in 2023. The trade balance is ex-
pected to improve, reflecting higher ex-
port volumes and improved terms of 
trade. Hence, the current account deficit 
should narrow to 3.4 percent of GDP in 
2021, from 4.6 percent in 2020, before 
reaching 2.3 percent of GDP in 2023. Simi-
larly, Cameroon’s fiscal position would 
improve steadily over 2021-23, on the back 
of fiscal consolidation efforts. The partial 
elimination of temporary tax incentives 

and measures to broaden the tax base will 
support revenue mobilization in 2021, 
while the postponement of non-priority 
goods and services and capital expendi-
tures will stabilize government’s expendi-
tures. Therefore, the fiscal deficit will nar-
row to an estimated 3.5 percent of GDP in 
2021, contrary to 3.9 percent of GDP in 
2020. 
The US$ PPP 1.9 poverty rate is expected 
to remain the same, at 25.3 percent 2021, 
drawing an additional 166,000 people into 
extreme poverty. If the COVID-19 pan-
demic persists till 2022, an additional 
166,000 people could move into extreme 
poverty. Poverty reduction would resume 
in the medium term as economic growth 
gradually returns to its pre-COVID path. 
Downside risks include renewed re-
strictions due to the recent surge in 
COVID-19 cases, delayed deployment of 
the vaccine, and a prolonged closure of 
borders in major economies, which would 
affect Cameroon’s economy. Should such 
risks materialize, Cameroon’s oil and 
commodity exports would grow more 
modestly than in the baseline scenario, 
affecting both the fiscal and external ac-
counts. 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 4.1 3.7 -2.1 2.1 2.7 3.8

Private Consumption 5.7 4.5 1.5 2.2 4.3 6.0

Government Consumption -0.2 1.8 2.3 1.4 1.1 -1.4

Gross Fixed Capital Investment 7.9 8.1 -3.6 4.5 5.1 2.1

Exports, Goods and Services 1.8 5.1 -19.7 2.8 2.8 9.8

Imports, Goods and Services 8.1 10.5 -5.4 4.9 8.1 8.6

Real GDP growth, at constant factor prices 4.1 3.6 -2.1 2.1 2.7 3.8

Agriculture 5.1 2.8 -0.2 4.1 4.8 5.6

Industry 3.1 3.6 -3.6 4.3 4.6 4.7

Services 4.4 3.9 -1.8 0.5 1.3 2.8

Inflation (Consumer Price Index) 1.1 2.5 2.5 2.5 2.5 2.5

Current Account Balance (% of GDP) -3.6 -5.0 -4.6 -3.4 -2.8 -2.4

Fiscal Balance (% of GDP) -2.3 -3.3 -3.8 -3.5 -2.9 -2.0

Debt (% of GDP) 39.3 42.8 43.4 43.6 43.2 42.9

Primary Balance (% of GDP) -1.4 -2.3 -2.9 -2.5 -1.9 -1.2

International poverty rate ($1.9 in 2011 PPP)a,b 24.7 24.5 25.3 25.3 25.2 25.0

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 45.9 45.7 46.4 46.4 46.3 46.2

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 69.4 69.1 70.2 70.2 70.1 69.9

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 2009- and 201 4-ECAM -IV. Actual data: 201 4. Nowcast: 201 5-2020. Forecast are from 2021  to  2023.

(b) Projection using point to  point elasticity at regional level  with pass-through = 1 based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 

 
CAR is one of the most fragile and poorest 
countries in the world. The country is en-
dowed with ample natural resources but 
has faced continued political instability 
and cycles of violence since independence. 
The poverty rate increased from 66.3 per-
cent in 2008 to 71.4 percent in 2020 – 3.4 
million people live below the international 
poverty line (US$1.90 per day, 2011 PPP). 
Access to education, health care facilities, 
and basic social services remain limited 
throughout the country and under pres-
sure due to many internally displaced 
persons. Consequently, the Human Capi-
tal Index is among the lowest in sub-
Saharan African countries at 0.29 with a 
limited contribution to GDP growth. The 
formal private sector is small, constrained 
by several structural challenges, including 
limited access to finance and infrastruc-
ture, low skills, gaps in the legal and regu-
latory frameworks governing economic 
activities, and a fragile security environ-
ment. CAR’s economic diversification is 
limited and has been primarily driven by 
agriculture, forestry, and mining activities 
over the past decades, making the country 
particularly vulnerable to commodity 
price shocks. The socioeconomic effects of 
COVID-19, coupled with renewed insecu-
rity amidst post-election disputes, exacer-
bate an already precarious humanitarian 
situation. Nearly half of the population 
requiring humanitarian assistance, and 

food insecurity affecting over half of the 
CAR population. Pre-existing structural 
challenges left CAR particularly vulnera-
ble to a protracted deep political crisis and 
its socioeconomic impact.  
 
 

Recent developments 

 
Despite a relatively contained health im-
pact, the COVID-19 pandemic has signifi-
cantly affected CAR’s economy, which is 
estimated to have stagnated in 2020, com-
pared to an expansion of 3.1 percent in 
2019. Disruption in global value chains, 
low external demand, and domestic con-
tainment measures affected trade, 
transport, tourism, and mining sectors. 
The agriculture, forestry, and telecommu-
nications sectors were more resilient than 
expected. 
Public investments increased from 5.6 
percent of GDP in 2019 to 11 percent of 
GDP in 2020, driven by measures to fight 
and contain the COVID-19 pandemic – 
leading to an overall increase in gross 
fixed capital investment. Uncertainties 
and shocks created by COVID-19 have led 
to a reduction in private investments by 
14.1 percent in 2020. 
Inflation accelerated in the second quarter 
of 2020 as measures to curtail the spread 
of COVID-19 disrupted food supply 
chains but decelerated during the second 
half of the year with the reopening of the 
border. Overall, the average level of infla-
tion in 2020 is estimated at 2.1 percent.  
The fiscal balance, including grants, 
switched to a deficit in 2020, as pressures 

FIGURE 1 Central African Republic / Real GDP growth and 
contributions to real GDP growth  

FIGURE 2  Central African Republic / Actual and projected 
poverty rate and real GDP per capita 

Source: World Bank. Source: World Bank. 
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Table 1 2020

Population, million 4.8

GDP, current US$ billion 2.2

GDP per capita, current US$ 462.6

Gini index
a 56.2

School enro llment, primary (% gross)
b 1 02.0

Life expectancy at birth, years
b 52.8

(a) M ost recent value (2008), 201 1 PPPs.

(b) WDI for school enrollment (201 6); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.
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mounted from the expenditure side in 
response to the COVID-19 pandemic. The 
overall fiscal deficit is estimated at 2.5 
percent of GDP in 2020, financed primari-
ly by grants. As a result, public debt de-
clined from 47.2 percent of GDP in 2019 to 
46.8 percent of GDP in 2020. CAR remains 
at high risk of debt distress. 
The current account balance deteriorated 
from 4.8 percent of GDP in 2019 to 7.6 
percent of GDP in 2020, driven by weak 
external demand and private transfer and 
an increase in non-oil imports fueled by 
donors funded investments. Trade balance 
deteriorated by 4.1 percent as the export 
of merchandise declined, and imports 
increased slightly. The capital account 
balance improved from 3.6 percent in 2019 
to 7.6 percent of GDP in 2020, reflecting an 
upward trend in project grants. Foreign 
direct investment declined by more than 
60 percent, driven by uncertainties created 
by the COVID-19 pandemic. Consequent-
ly, the balance of payments is estimated to 
have generated a lower deficit of 0.3 per-
cent of GDP in 2020. 
The latest household survey was conduct-
ed in 2008, and the recent trends in house-
hold consumption and poverty are based 
on projections. In 2008, nearly 66.3 percent 
of the population lived in extreme pov-
erty. The coup in 2013 precipitated an 
unprecedented political and economic 

crisis that increased the incidence of ex-
treme poverty to 75 percent. Since then, 
progress was made to reduce extreme 
poverty, notably over the past 4 years, 
albeit at a very slow pace. The Covid-19 
pandemic has reversed this hard won 
modest progress, and the extreme poverty 
rate is projected to have 71.3 percent in 
2020, which equates to about 3.5 million 
people living in extreme poverty.  
 
 

Outlook 

 
CAR’s economy was expected to recover, 
but the outlook is now less sanguine as 
renewed insecurity amid election disputes 
is undermining the prospect of a post-
COVID-19 recovery. Real GDP growth is 
projected at 0.7 percent in 2021 – 2.5 per-
centage points below initial projections 
before the December 2020 elections. Eco-
nomic activity is expected to rebound 
gradually, contingent on an improvement 
in the security environment. In the medi-
um term, CAR’s economy is forecasted to 
grow at 3.6 percent on average –1.5 per-
centage points below pre-COVID-19 pro-
jections. Extreme poverty is projected to 
decline at a slower pace and remains high. 
The consumer price index is expected to 
increase to 3.5 percent in 2021, reflecting 

inflationary pressures with the blockade 
of the Bangui-Douala corridor amidst 
election disputes. Inflation is projected to 
fall below the regional convergence crite-
rion of 3 percent in the medium-term. 
The fiscal position is expected to deterio-
rate further in 2021 with a deficit of 2.7 
percent of GDP as grants decline and rev-
enues drop with renewed insecurity and 
the blockade of the Bangui-Douala corri-
dor. In the medium term, the external 
position is projected to worsen as a result 
of a higher trade deficit and lower invest-
ment inflows. The current account balance 
is expected to improve with an improve-
ment in the balance of goods and services 
but will remain structurally in deficit.  
CAR’s economy is likely to enter a deeper 
recession if renewed insecurity lingers. 
The humanitarian situation will likely 
deteriorate, with thousands of additional 
people fleeing for their safety and falling 
into poverty. Further violence and insecu-
rity are likely to increase the country risk 
premium, heighten investment uncertain-
ty, delay the reform agenda, critical to 
leverage domestic resources and strength-
en the social contract.  
 
 
 
 
 

TABLE 2  Central African Republic / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.7 3.1 0.0 0.7 2.8 4.4

Private Consumption 1.3 5.7 -6.7 3.6 1.4 2.9

Government Consumption 14.1 7.7 14.4 -9.7 1.5 3.0

Gross Fixed Capital Investment 26.0 -9.6 29.0 -11.6 5.2 4.1

Exports, Goods and Services 3.8 1.9 -3.2 4.2 9.6 11.6

Imports, Goods and Services 8.0 4.9 -4.8 0.6 3.1 3.3

Real GDP growth, at constant factor prices 3.6 2.6 0.0 1.0 2.6 4.4

Agriculture 3.4 3.1 4.0 2.0 2.7 4.1

Industry 1.5 2.1 -2.0 1.0 1.5 1.8

Services 4.4 2.3 -1.9 0.3 2.9 5.4

Inflation (Consumer Price Index) 1.6 2.8 2.1 3.5 2.5 2.5

Current Account Balance (% of GDP) -8.0 -4.8 -7.6 -6.8 -5.2 -5.2

Fiscal Balance (% of GDP) -1.0 1.7 -2.6 -2.7 -1.5 1.0

Debt (% of GDP) 50.0 47.9 46.5 44.4 41.0 38.7

Primary Balance (% of GDP) -0.6 2.0 -2.3 -2.4 -1.1 1.3

International poverty rate ($1.9 in 2011 PPP)a,b 71.1 70.7 71.4 71.6 71.4 70.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 2008-ECASEB. Actual data: 2008. Nowcast: 2009-2020. Forecast are from 2021 to  2023.

(b) Projection using neutral distribution (2008)  with pass-through = 0.7  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Chad's economic performance has been 
below potential for most of the 2010s, keep-
ing the country in the bottom part of most 
development rankings. Growth averaged 
negative 0.2 percent over the past five years, 
about negative 3.2 percent in per capita 
terms. Living conditions and access to essen-
tial services remain poor, due in part to cy-
clical insecurity, to exogenous constraints 
such as being landlocked and without good 
trade networks, experiencing severe weather 
conditions, and endogenous constraints 
related to a weak governance, including in 
the management of oil revenues, low human 
capital investment despite a rapidly growing 
population, and lack of infrastructure. 
COVID-19 has highlighted the economic 
weaknesses related to the dependency on 
the oil sector. The combination of the global 
recession, disruptions in global and domes-
tic supply chains, measures to flatten the 
contagion curve, and investment risk aver-
sion have taken a heavy toll on the econo-
my. This underscored Chad’s fragility due 
to low levels of regional integration, poor 
quality health care and education, and the 
lack of access to electricity and digital tech-
nology. The uncertain nature of the depth 
and duration of the pandemic coupled with 
fiscal liquidity constraints exacerbate an 
economic context already witnessing sever-
al downside risks. Regional conflicts may 
further disrupt bilateral trade and stretch 
government finances as the flow of  

refugees from neighboring countries in-
creases. Presidential and legislative elec-
tions scheduled for April and October 2021 
respectively could increase uncertainty. 
 
 

Recent developments 
 
The dual effect of the persistent COVID-19 
pandemic and the sharp collapse of oil 
prices have plunged Chad into recession. 
The economy contracted by 0.9 percent in 
2020 and the negative output gap wid-
ened to 4.1 percent. Agriculture and the 
oil sector remained the main drivers of 
growth, contributing 1.1 percentage point, 
while services contributed negatively (-2.0 
percent). The impact of containment 
measures on domestic supply chains 
pushed up prices and inflation rose from -
1.0 percent in 2019, to 3.5 percent.  
The current account deficit widened from 
4.9 percent of GDP in 2019, to 9.3 percent. 
The value of exports decreased by 21.9 
percent driven by a sharp drop in oil pric-
es (-35.1 percent); although in real terms, 
export growth increased by 1.1 percent (as 
oil exports grew by 2.4 percent). Import 
growth did not adjust in the same propor-
tion as the government imported goods 
needed to control the pandemic. The fiscal 
deficit was financed by a significant in-
crease in external grants. 
Chad’s monetary and exchange rate poli-
cies are managed by the regional Bank of 
Central African States (BEAC). BEAC re-
laxed the monetary stance by cutting the 
policy interest rate from 3.5 percent, to 
3.25 percent in March 2020, to cushion the 

CHAD 

FIGURE 1 Chad / Real GDP and potential GDP growth, output 
gap 

FIGURE 2  Chad / Actual and projected poverty rates and 
real GDP per capita 

Source: World Bank. Source: World Bank. Notes: see Table 2. 
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Table 1 2020

Population, million 1 6.4

GDP, current US$ billion 9.9

GDP per capita, current US$ 603.6

International poverty rate ($1.9)
a 38.1

Lower middle-income poverty rate ($3.2)
a 66.3

Upper middle-income poverty rate ($5.5)
a 86.2

Gini index
a 43.3

School enro llment, primary (% gross)
b 89.2

Life expectancy at birth, years
b 54.0

(a) M ost recent value (201 1), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).
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pandemic's impact. Regional reserves 
stayed at their 2019 level of 3.5 months of 
imports in 2020.  
Despite a significant increase in oil revenue 
(thanks to a one-year lagged in oil-revenue 
taxation), Chad posted a fiscal deficit 
(excluding grants) of 3.7 percent of GDP, as 
it increased its spending to mitigate the 
impact of the pandemic. An increase in 
grants, which stood at 4.8 percent of GDP, 
led to an overall fiscal surplus (including 
grants) of 1.1 percent of GDP.   Public debt 
reached 47.3 percent of GDP, and the risk 
of debt distress remained high. 
Chad’s poverty rate remains high, with 
about four out of ten Chadians (41.7 per-
cent) leaving below the international pov-
erty line of US$1.90 a day in 2011 Purchas-
ing Power Parity (PPP), while 53 percent 
of Chadian households are vulnerable. 
Poverty is estimated to have increased by 
1.6 percentage points between 2019 and 
2020, and the number of poor to have in-
creased by about four hundred thousand 
people bringing the total of poor from 6.4 
million to 6.8 million. Based on the 2020 
high frequency survey, i) two third of 
Chadian households reported a loss in 
their total income, and ii) 57 percent of 
transfer receivers reported a decline in 
this source of income. The combined effect 
of the loss of income, a reduction of  
domestic transfers and remittances, and 

increased market prices due to the pan-
demic increased the national poverty rate 
by 5.5 percent. Income inequality remains 
high with a Gini coefficient of 43.3. 
 
 

Outlook 
 
The economy is projected to slowly recov-
er, thanks to the global oil markets re-
sumption that would boost international 
trade, in 2021 with growth reaching 1 per-
cent, and a decrease in per capita growth 
contraction to -1.9 percent of GDP, from -
3.8 percent of GDP in 2020. With the 
rollout of COVID-19 vaccines in the sec-
ond half of 2021, the recovery is expected 
to gain momentum in 2022-23 with eco-
nomic growth reaching 2.7 percent on 
average. Inflation should decelerate to 3 
percent and remain below the CEMAC 
convergence criteria as the effects of sup-
ply chain disruptions subsides and GDP 
growth converges towards its potential.  
The current account deficit is expected to 
decrease slightly in 2021; export growth is 
expected to reach 4.8 percent, driven by 
crude oil exports. Still, the current account 
deficit will remain substantial, averaging 
8.5 percent of GDP over 2021-23. Foreign 
direct investment and financial support 
from donors should help finance the  

current account deficit. CEMAC regional 
reserves are projected to remain below 5 
months of imports by 2023. 
The fiscal balance will turn into a deficit of 
1.1 percent of GDP (including grants and 
5.6 percent of GDP (excluding grants) in 
2021. Fiscal revenues are projected to de-
crease by 14.3 percent, due to a 39.1 percent 
fall in oil revenue. Public expenditures are 
also expected to decrease by 4.2 percent as 
the COVID-19 related spending engaged is 
gradually removed. By 2022, the fiscal defi-
cit should narrow to 0.8 percent of GDP 
with the government’s efforts to mobilize 
more domestic revenues outside the oil 
sector and a slight decrease in govern-
ment’s expenditures. Although public debt 
will remain at around 47 percent of GDP, 
difficulties to pay debt services will  lead 
the country in debt distress.  
The adverse effects of the COVID-19 crisis 
on poor and vulnerable households are 
expected to last for several years, with the 
poverty rate expected to increase to 42.5 
percent by 2023. The weakness of redistri-
bution programs or structural economic 
transformation limit the space for poverty 
reduction. In particular, poor and vulnera-
ble households who earn a part of their 
livelihood from transfers and family en-
terprises that have been closed because of 
the pandemic, are in risk of remaining or 
falling into poverty. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 2.4 3.2 -0.9 1.0 2.5 2.9

Private Consumption 0.7 1.4 0.3 0.6 2.5 2.5

Government Consumption -11.8 1.7 18.1 -4.4 3.4 2.8

Gross Fixed Capital Investment 5.4 6.6 -9.8 -0.6 13.3 15.8

Exports, Goods and Services 4.6 6.0 1.1 4.8 0.7 0.4

Imports, Goods and Services 1.4 4.0 2.0 4.0 4.1 4.1

Real GDP growth, at constant factor prices 2.3 3.3 -0.9 1.0 2.4 2.8

Agriculture 4.0 4.6 2.4 5.8 3.2 2.8

Industry 0.6 0.9 -0.2 0.8 1.6 1.6

Services 1.0 2.5 -5.2 -5.4 1.6 3.3

Inflation (Consumer Price Index) 4.0 -1.0 3.5 3.0 3.0 3.0

Current Account Balance (% of GDP) -4.7 -4.9 -9.3 -7.8 -8.7 -9.3

Fiscal Balance (% of GDP) 1.5 -0.6 1.1 -1.1 -0.8 2.2

Debt (% of GDP) 48.3 44.4 47.3 46.9 47.0 47.0

Primary Balance (% of GDP) 3.0 1.0 2.9 0.4 0.3 3.3

International poverty rate ($1.9 in 2011 PPP)a,b 40.2 40.1 41.7 42.2 42.4 42.5

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 68.0 68.0 69.3 69.8 69.9 69.9

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 87.4 87.4 88.2 88.4 88.5 88.5

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 1-ECOSIT-III. Actual data: 201 1. Nowcast: 201 2-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 1)  with pass-through = 0.7  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Comoros has been in a persistent low-
growth equilibrium, in a context of social, 
political, and institutional fragility. The 
economy over the last decade has been 
primarily consumption-driven, fueled by 
remittances and tourism receipts from the 
diaspora, and relying on external aid. Low 
domestic revenue along with a high pub-
lic wage bill and weakly managed SOEs 
constrain social spending and crowd out 
the space for critical infrastructure. Private 
sector development is limited by a small 
domestic market and a weak rule of law, a 
fragile financial system and an onerous 
business environment. Poverty reduction 
has remained modest while inequality has 
been on the rise, including between rural-
urban regions and across islands. Labor 
force participation is remarkably low, 
especially among female workers, and 
low quality education has undermined the 
contribution of human capital to produc-
tivity growth, with overall factor produc-
tivity growth missing. The monetary 
agreement with France has contributed to 
fairly conservative fiscal policy, low infla-
tion rates, and adequate levels of foreign 
reserves, with no signs of significant cur-
rency misalignment in recent years. 
COVID-19 is exacerbating existing eco-
nomic and social challenges with short-
term risks aggravated by the rapid spread 
of the virus since the beginning of the 
year. High levels of non-performing loans 

and longstanding solvency issues are test-
ing the stability of the financial sector. 
Deterioration of SOEs’ financial situation, 
including of Comores Telecom, a national 
telecom provider that is facing increased 
competition, could intensify risks associat-
ed with SOEs’ contingent liabilities. In 
light of the spatial inequalities between 
the islands, a delayed or uneven response 
by the government could lead to a re-
newed cycle of social discontent and polit-
ical instability.  
 
 

Recent developments 
 
Despite a relatively contained first wave 
of COVID-19 in Comoros in 2020, most 
economic activity was disrupted due to 
mobility restrictions and the suspension of 
international travel, resulting in a drop of 
tourism receipts. Demand for agricultural 
products and services (leisure and 
transport) were the most hit. Notwith-
standing this, the limited spread of the 
pandemic, along with strong support 
from the diaspora and sustained govern-
ment health and social spending, led to a 
smaller contraction in growth (-0.5 per-
cent) than previously anticipated. Inflation 
remained low in 2020 supported by gov-
ernment measures to contain the price of 
selected imports.  
Vulnerabilities in the financial sector have 
intensified. After years of insolvency of 
SNPSF, a public systemic financial institu-
tion, the authorities started the restructur-
ing process with the separation of the 
postal from banking services (planned for 

COMOROS 

FIGURE 1 Comoros / Non-performing loans and credit 
growth  

FIGURE 2  Comoros / Actual and projected poverty rates and 
real GDP per capita 

Sources: WB Financial Stability Monitor for Comoros (December 2020). Source: World Bank. Notes: see Table 2. 

The COVID-19 shock hit the economy 

significantly in 2020, but the fallout from 
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Table 1 2020

Population, million 0.9

GDP, current US$ billion 1 .2

GDP per capita, current US$ 1 348.3

International poverty rate ($1.9)
a 1 9.1

Lower middle-income poverty rate ($3.2)
a 39.7

Upper middle-income poverty rate ($5.5)
a 64.6

Gini index
a 45.3

School enro llment, primary (% gross)
b 99.5

Life expectancy at birth, years
b 64.1

(a) M ost recent value (201 3), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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the second half of the year). Other two 
small banks have been under provisional 
administration due to capital shortfalls. 
The BCC eased liquidity strains through 
lower reserve requirements and requested 
banks to extend maturities for hard-hit 
debtors, limiting, at least temporarily, the 
rise of NPLs (see Figure 1).  
Fiscal policy measures have been taken to 
mitigate the impacts of the pandemic 
which include reduced taxation of select-
ed imports, increased spending on health, 
subsidized pay for workers in key SOEs 
and cash transfers to the poor. Despite a 
shortfall in domestic revenues, the fiscal 
deficit was curbed to -0.1 percent of GDP 
in 2020 (compared to –1.9 percent in 2019), 
thanks to strong external budget support 
from official donors and participation in 
the Debt Service Suspension Initiative.  
The current account balance was only 
slightly negative in 2020 (-0.7 percent of 
GDP compared to –3.9 percent in 2019) 
despite the decrease in tourism receipts, 
due to lower imports and an increase in 
remittances, which proved to be resilient 
despite the economic slowdown in Europe 
(France in particular, where most of the 
diaspora lives). The poverty rate (at 
US$1.90 per day) is estimated to have in-
creased from 18.5 percent in 2019 to 19.6 
percent in 2020 owing to social-economic 
fallouts from the pandemic (Table 2). 
 

 
Outlook 
 
The new and stronger COVID-19 wave 
since January and the anticipated chal-
lenges to vaccine acquisition and distribu-
tion, will likely delay economic recovery. 
Recovery may start only during the sec-
ond half of 2021, resulting in a nearly ab-
sent growth this year (0.2 percent). The 
tightening of social distancing measures to 
contain the spread of the new wave, and 
the decision of the French government to 
close its borders, would decrease tourism 
receipts and aggravate the economic im-
pact of the pandemic. Despite weak do-
mestic revenues, the government is ex-
pected to continue boosting social and 
health spending to mitigate the impact of 
the pandemic. 
The economy is expected to recover in 
2022 and 2023, depending on the pace of 
vaccination in Comoros and abroad, 
which would allow for a normalization 
of economic activity, and globally. Like-
wise, Comoros’ fiscal stance is expected 
to progressively return back to pre-crisis 
levels, with external aid decreasing ac-
cordingly. There are significant downside 
risks to the outlook, however, including a 
prolonged pandemic and growing vul-
nerabilities in the financial sector. The 

Comorian financial sector was already 
highly vulnerable prior to the pandemic, 
with at least three financial institutions 
undercapitalized, including one insol-
vent (SNPSF). Less resilient remittances 
and growing difficulties among SOEs, 
including Comores Telecom, and politi-
cal tension from growing social frustra-
tion also represent significant risks to the 
outlook. Poverty (measured against the 
US$ 3.20 poverty line) is expected to de-
cline progressively (see Figure 2), contin-
gent on Comoros’ ability to contain the 
economic impacts of COVID-19, the 
rollout of vaccinations, and the success of 
mitigation measures adopted by the gov-
ernment.  
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.4 1.9 -0.5 0.2 2.2 4.2

Private Consumption 1.8 2.0 0.9 0.1 2.5 3.8

Government Consumption 0.0 -7.2 4.0 7.0 -0.8 4.4

Gross Fixed Capital Investment 19.0 11.9 -4.9 0.4 2.8 3.7

Exports, Goods and Services 19.2 0.5 -7.7 0.1 2.2 4.8

Imports, Goods and Services 10.9 5.2 -1.7 2.3 2.4 3.3

Real GDP growth, at constant factor prices 3.0 1.9 -0.5 0.2 2.2 4.2

Agriculture 2.7 -0.9 1.1 1.7 2.0 2.2

Industry 1.7 1.4 2.0 2.2 2.6 2.9

Services 3.3 3.3 -1.7 -0.8 2.2 5.3

Inflation (Consumer Price Index) 1.7 3.3 1.4 0.9 2.0 2.0

Current Account Balance (% of GDP) -2.4 -3.9 -0.7 -2.3 -3.5 -3.6

Fiscal Balance (% of GDP) -1.7 -1.9 -0.1 -2.4 -2.1 -2.0

Debt (% of GDP) 17.4 23.9 29.7 33.1 34.0 35.5

Primary Balance (% of GDP) -1.5 -1.7 0.3 -1.9 -1.5 -1.4

International poverty rate ($1.9 in 2011 PPP)a,b 18.4 18.5 19.6 19.5 19.1 18.6

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 38.9 39.0 40.4 40.0 39.7 39.0

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 63.9 64.0 65.3 65.1 64.6 64.2

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 3-EESIC. Actual data: 201 3. Nowcast: 201 4-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 3)  with pass-through = 0.87  based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 89.6

GDP, current US$ billion 48.8

GDP per capita, current US$ 544.6

International poverty rate ($1.9)
a 77.2

Lower middle-income poverty rate ($3.2)
a 91 .4

Upper middle-income poverty rate ($5.5)
a 97.9

Gini index
a 42.1

School enro llment, primary (% gross)
b 1 1 8.5

Life expectancy at birth, years
b 60.4

(a) M ost recent value (201 2), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
DRC relies heavily on extractives as 
growth drivers, which contributed 1.9 
percentage points to growth in 2020. The 
country’s high product and market con-
centration- copper and cobalt constitute 
over 80 percent of exports while China 
absorbs 40 percent of exports - renders it 
vulnerable to commodity price volatility 
and export partners’ demand. With huge 
untapped potential in agriculture, DRC is 
a net food importer, which reduces fiscal 
and foreign exchange buffers and contrib-
utes to food insecurity. Major structural 
constraints lead to an under-developed 
service sector. Improving the business 
environment and narrowing the infra-
structure gap are needed to achieve eco-
nomic diversification.  
Political uncertainty, a legacy of DRC’s 
period of political unrest, continues to 
weigh on growth. Consensus is key to 
advance structural reforms and attract 
investors. Additionally, fiscal policy has 
limited scope as expenditure-led adjust-
ments could further jeopardize long-term 
growth prospects and pro-poor spending. 
Therefore, improving domestic revenue 
mobilization to sustainably widen fiscal 
space is crucial. 
DRC is second only to Nigeria in Sub-
Saharan Africa on the number of extreme 
poor. Poverty remains high in the coun-
try, including in urban areas, and signifi-
cant geographical disparities exist, with 

extreme poverty concentrated in central 
and northwestern provinces. Despite 
some improvement, social and human 
development indicators remain weak: in 
2019, infant mortality of 66.1 per 1000 live 
births was higher than the Sub-Saharan 
average of 51.7, while the HCI of 0.37 in 
2020 remains below the Sub-Saharan aver-
age of 0.40. 
The COVID-19 pandemic further exposed 
DRC’s weak health and social protection 
system. Strengthening the healthcare sys-
tem remains a key challenge as the coun-
try continues to address both COVID-19 
and Ebola outbreaks. A longer health cri-
sis and its related economic disruptions 
could result in behavioral changes that 
may delay the recovery, dampen growth 
prospects, widen inequality, and increase 
vulnerabilities.  
 
 

Recent developments 
 
Economic growth decelerated to 0.8 per-
cent in 2020 from 4.4 percent in 2019 as 
non-mining sectors contracted by 1.6 per-
cent (2019: 5.7 percent growth) due to mo-
bility restrictions, weaker trading activi-
ties and constrained government spend-
ing. Private consumption and government 
investment fell in 2020 by 1.0 and 10.2 
percent, respectively. The extractives sec-
tor in contrast grew 6.9 percent in 2020 
(2019: 1 percent), helped by China’s robust 
demand, the containment of workers on 
mining sites and a recovery in commodity 
prices. Copper and cobalt output rose by 
12.7 and 11.4 percent (y-o-y), respectively.  

FIGURE 1 Democratic Republic of Congo / Real GDP 
growth and contributions to real GDP growth 

FIGURE 2  Democratic Republic of Congo  / Actual and 
projected poverty rates and real GDP per capita 

Sources: Democratic Republic of Congo Statistical Authorities, World Bank. Source: World Bank. Notes: see Table 2. 

Economic activity weakened in DRC in 2020 

due to COVID-19, with GDP growth estimat-

ed at 0.8 percent. The current account deficit 
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spects are forecast for 2021 based on recovery 
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The current account deficit (CAD) wid-
ened by 0.5 percentage points to 4.0 per-
cent in 2020, as the deterioration in the 
income balance largely outweighed the 
improvement in trade balance. Capital 
inflows only partly financed the deficit 
and international reserves declined to 2.9 
weeks of imports at end-2020 (2019: 3.1 
weeks). The Congolese franc depreciated 
by 13 percent on average in 2020, putting 
pressure on inflation, which averaged 11.2 
percent. BCC first loosened then tightened 
monetary policy, raising its policy rate to 
18.5 percent to maintain positive real in-
terest rates and re-anchor inflation expec-
tations.  
The government’s pandemic response 
widened the fiscal deficit by 0.7 percent-
age points to 1.9 percent of GDP in 2020. 
Revenue decreased to 9.0 percent of GDP 
in 2020, forcing expenditures down to 10.9 
percent of GDP in 2020. The government 
resorted to BCC’s advances for financing 
until April-2020 and subsequently mobi-
lized emergency support from the IMF 
and AfDB. It also increased domestic debt 
issuance and accumulated arrears. 
Poverty is estimated at 73.3 percent in 
2020, an increase of 0.7 percentage points 
compared to 2019, due to the COVID-19 
pandemic. This might not fully capture 
the deteriorating living conditions since, 
according to COVID-19 High Frequency 

Phone surveys in Kinshasa, over 10 per-
cent of households have seen members 
lose their jobs while 20 percent have re-
duced their food consumption.  
 
 

Outlook 
 

Economic growth is projected to slightly 
recover to 2.5 percent in 2021 before accel-
erating to 4.1 percent in 2023, closer to its 
pre-COVID level. The non-extractive sec-
tor should resume growth in 2021 as pan-
demic-related disruptions progressively 
fade and production normalizes. The min-
ing sector is expected to expand further in 
2021 and pick up pace in 2022. The Kamoa
-Kakula copper project is on track to begin 
production in July 2021. 
The fiscal deficit should decline slightly 
with a moderate recovery and efforts to 
improve domestic revenue mobilization. 
However, given the prolonged pandemic 
and delays in the roll-out of vaccines, the 
deficit is only expected to narrow to about 
1.2 percent over 2021-22, before widening 
again in 2023 considering the election cy-
cle. The CAD is also projected to narrow 
by 2022 to 2.7 percent as higher commodi-
ty prices improve terms of trade. Net FDI 
inflows are also expected to increase 
fueled by higher global demand. 

Given the lingering adverse effects of 
COVID-19 and with high population 
growth likely to partially offset economic 
growth, extreme poverty is projected to 
stagnate with only a slight reduction of 
less than 0.1 percentage point by 2023. 
DRC’s economy remains vulnerable to 
commodity price movements and the 
growth performance of its major trading 
partners. Also, underperformance in the 
projected revenue mobilization -derived 
from potentially reduced economic activi-
ty and extended fiscal relief measures- 
coupled with substantial spending pres-
sure associated with a prolonged pandem-
ic, could worsen fiscal imbalances and 
generate further arrears. Finally, renewed 
political uncertainty might lead to further 
economic instability and weak invest-
ment. Should these risks materialize, the 
medium-term growth prospects could be 
much weaker, hovering closer to 2.0 per-
cent in 2021 and 2.9 percent in 2022. 
 
 
 

TABLE 2  Democratic Republic of Congo  / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 5.8 4.4 0.8 2.5 3.0 4.1

Private Consumption 2.7 1.4 -1.0 1.6 1.5 1.0

Government Consumption 8.4 20.2 6.6 9.0 4.7 3.5

Gross Fixed Capital Investment -29.5 14.4 5.1 5.7 13.0 32.2

Exports, Goods and Services 25.7 -2.5 2.8 4.6 5.0 5.6

Imports, Goods and Services 5.9 -7.6 1.5 6.0 6.5 10.5

Real GDP growth, at constant factor prices 5.9 4.3 0.8 2.5 3.0 4.1

Agriculture 1.5 2.8 1.9 3.2 3.2 3.2

Industry 12.1 6.8 2.8 3.0 3.6 4.1

Services 1.3 2.1 -2.1 1.6 2.3 4.5

Inflation (Consumer Price Index) 29.3 4.7 11.2 10.0 7.0 5.0

Current Account Balance (% of GDP) -3.7 -3.5 -4.0 -3.9 -2.7 -2.5

Fiscal Balance (% of GDP) 0.1 -1.2 -1.9 -1.4 -1.0 -1.8

Debt (% of GDP) 10.4 10.2 10.5 10.2 9.3 8.8

Primary Balance (% of GDP) 0.4 -0.9 -1.6 -1.2 -0.8 -1.6

International poverty rate ($1.9 in 2011 PPP)a,b 73.0 72.6 73.3 73.5 73.5 73.2

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 89.2 89.1 89.5 89.5 89.5 89.4

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 97.2 97.1 97.3 97.3 97.3 97.2

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 2-E1 23. Actual data: 201 2. Nowcast: 201 3-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 2)  with pass-through = 0.7  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 

 
Congo experienced a negative average 
real growth rate of -5.2 percent over 2015-
2020. This contraction in the economy is 
primarily a result of the country’s high 
dependency on oil. The decline in oil pric-
es observed in recent years and weak gov-
ernance reflected in high levels of non-
concessional borrowing have led Congo 
into debt distress; its debt-to-GDP ratio 
has more than doubled from 47.4 percent 
in 2014 to an estimated 103 percent in 
2020. Moreover, weak governance in key 
sectors has prevented revenues from natu-
ral resources from translating into higher 
growth and investment in human capital.  
The COVID-19 pandemic has exacerbated 
these issues striking a particularly severe 
blow on the poor. The proportion of the 
population living below the international 
extreme poverty line of $1.90 PPP per day 
has risen by about a third from 39.1 per-
cent in 2015 to 52.5 percent in 2020. 
The risks to Congo’s economic stability 
stem not only from the spread of the 
COVID-19 pandemic in the country but 
also from its international repercussions. 
The country is overwhelmingly reliant on 
the hydrocarbon sector. On average, it 
contributed 78 percent of Congo’s ex-
ports and 30 percent of its GDP between 
2015 and 2020. This makes the Congolese 
economy extremely vulnerable to volatile 
oil prices. Congo’s ability to reduce its 
debt through the successful clearance of 

arrears and the restructuring of private 
commercial claims, among other channels, 
will determine how soon the country can 
return to a sustainable debt level. Further-
more, as Congo is already a country affect-
ed by FCV, potential internal social unrest 
due to falling incomes and post-elections 
security concerns could also impact macro-
economic stability and sustainable growth. 
  
 

Recent developments 
 
The COVID-19 pandemic and associated 
oil price shocks are placing an unprece-
dented strain on the Congolese economy. 
GDP is estimated to have contracted by 
7.9 percent in 2020. Hydrocarbon produc-
tion shrank by 7.7 percent due to a con-
traction in global demand for oil and tech-
nical difficulties in some oil fields.  
The overall budget deficit in 2020 is esti-
mated at 1.3 percent of GDP, in contrast  
to a surplus of 3.5 percent in the preceding 
year. However, the fiscal deficit for 2020 is 
estimated to be less than the earlier 
(October) World Bank forecast of 13.4 per-
cent of GDP, owing to better than ex-
pected oil revenues in the second half of 
2020 combined with lower than anticipat-
ed government spending. 
Driven by a decrease in exports and a 
collapse in commodity prices, Congo is 
expected to record a current account defi-
cit of 2.8 percent in 2020, wider than the 
0.8 percent registered in 2019. Mean-
while, the debt-to-GDP ratio increased 
from 82.3 percent in 2019 to 103 percent 
of GDP at the end of 2020. Negotiations 

FIGURE 1 Republic of Congo / Real GDP growth and  
contributions to real GDP growth 

FIGURE 2  Republic of Congo / Actual and projected pov-
erty rates and real GDP per capita 

Source: World Bank. Source: World Bank. Notes: see Table 2. 
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Table 1 2020

Population, million 5.5

GDP, current US$ billion 1 0.7

GDP per capita, current US$ 1 938.3

International poverty rate ($1.9)
a 39.6

Lower middle-income poverty rate ($3.2)
a 64.1

Upper middle-income poverty rate ($5.5)
a 83.9

Gini index
a 48.9

School enro llment, primary (% gross)
b 1 06.6

Life expectancy at birth, years
b 64.3

(a) M ost recent value (201 1), 201 1 PPPs.

(b) WDI for school enrollment (201 2); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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to restructure external commercial debt 
have intensified recently. However, Con-
go has not been able to finalize the debt 
restructuring negotiations with oil traders. 
Although Congo is benefitting from the 
Debt Service Suspension Initiative (DSSI), 
the restructuring of the external commer-
cial debt will be critical to ensure debt 
sustainability. 
The economic crisis and the COVID-19 
pandemic have worsened poverty rates 
and living conditions. Poverty rates have 
risen by more than four percentage 
points in just one year: 48.5 in 2019 to 
52.5 in 2020. Recent household surveys 
also reveal that about 75 percent of 
households experienced a reduction in 
their ability to pay rent and 69 percent in 
their ability to meet food needs, high-
lighting the need to allocate more re-
sources for social spending.  

 

Outlook 

 
Congo needs to strengthen its macro-
fiscal situation, bolster institutions to 
foster greater non-oil economic activities, 
while improving the scope and quality of 
service delivery to build the country’s 
human capital and basic infrastructure. 

The economy is not expected to recover 
fully in 2021 as the outlook is subject to 
heightened risks including the duration 
and severity of the COVID-19 pandemic, 
the COVID-19 vaccine rollout, potential 
internal social unrest due to falling in-
comes, as well as the government’s ability 
to put in place fiscal consolidation 
measures to address its debt situation.  
The economy is expected to contract by 
0.1 percent in 2021. Economic activity is 
projected to rebound gradually over 2022-
2023, with GDP growth averaging 2.7 per-
cent as the oil sector starts to recover and 
life returns to a new normal. However, the 
proportion of people living below the in-
ternational poverty line is set to rise from 
a level of 52.5 percent in 2020 to 53.2 per-
cent in 2023 despite the gradual recovery 
of the economy. Furthermore, the recent 
flooding disaster that started in late 2020 
and has continued in early 2021 presents 
an additional challenge that could impact 
the most vulnerable and add further stress 
to the weak fiscal situation. It also calls for 
Congo’s readiness to address climate 
change vulnerabilities and mitigate disas-
ter risks. 
While fiscal consolidation is expected to 
resume in 2021, its success remains uncer-
tain given the reliance on the hydrocarbon 
sector, the volatility of oil prices and a 

procyclical fiscal policy stance. Macroeco-
nomic stabilization would require restor-
ing fiscal sustainability through continued 
public debt restructuring and public fi-
nancial management reforms.  

TABLE 2  Republic of Congo / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices -4.8 0.2 -7.9 -0.1 2.3 3.1

Private Consumption 4.5 2.5 -4.2 2.0 2.5 3.5

Government Consumption -4.7 -18.7 13.8 -1.2 -0.5 0.9

Gross Fixed Capital Investment -24.9 -2.4 -20.5 -1.5 5.0 6.0

Exports, Goods and Services 11.4 7.4 -8.5 2.0 3.6 3.9

Imports, Goods and Services 5.1 3.2 -10.4 4.5 6.0 6.5

Real GDP growth, at constant factor prices -6.4 -0.4 -8.0 -0.1 2.3 3.1

Agriculture -1.0 0.7 -6.0 -1.5 1.5 2.0

Industry -8.5 0.3 -7.7 1.5 2.7 3.0

Services -4.3 -1.7 -8.7 -2.0 1.9 3.4

Inflation (Consumer Price Index) 1.2 2.2 1.4 2.0 2.2 2.5

Current Account Balance (% of GDP) 8.5 -0.8 -2.8 1.5 3.2 3.8

Net Foreign Direct Investment (% of GDP) 3.0 3.4 1.8 2.0 2.5 2.3

Fiscal Balance (% of GDP) 5.7 3.5 -1.3 0.8 2.4 1.8

Debt (% of GDP) 77.2 82.3 103.0 94.6 86.0 81.7

Primary Balance (% of GDP) 7.6 8.0 0.0 2.4 3.9 3.7

International poverty rate ($1.9 in 2011 PPP)a,b 47.9 48.5 52.5 53.3 53.4 53.2

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 71.6 72.1 74.5 75.3 75.4 75.2

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 89.3 89.6 91.0 91.3 91.4 91.2

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 1-ECOM . Actual data: 201 1. Nowcast: 201 2-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 1)  with pass-through = 0.7  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
During the last decade, Côte d’Ivoire has 
been one of the fastest-growing countries 
in Sub-Saharan Africa (SSA), with real 
GDP growth averaging 8.2 percent per 
year (5.7 percent in per capita terms) over 
2012–2019. This was driven mainly by a 
post-conflict recovery, public investment, 
and reforms that supported a credit ex-
pansion. However, the catch-up effects are 
dissipating, and the country will need to 
attract private investment and accelerate 
the structural shift towards higher value-
added activities.  
Meanwhile, within-firm productivity 
rose in manufacturing, but there has been 
little structural change between firms 
allocating resources to the most produc-
tive ones. Côte d’Ivoire has made signifi-
cant progress on improving the business 
environment in terms of easing regula-
tions and was one of the strongest re-
formers according to the World Bank’s 
Doing Business report until 2019, alt-
hough progress has been limited in the 
past year. Private investment is below 
levels seen in other emerging market 
economies. Difficulties accessing indus-
trial land, higher transport and logistics 
costs, and limited access to finance, espe-
cially for SMEs, remain key barriers to 
investment. Further structural reforms 
(access to finance, access to land, tax re-
forms) will be essential to sustain the 
pace of private sector led growth. 

The economic recovery since 2012 trans-
lated into some improvement of house-
holds’ livelihoods. The national poverty 
rate declined from 44.4 percent in 2015, to 
39.5 percent in 2018, but rose in 2020 due 
to the pandemic. The crisis highlighted 
vulnerabilities in social safety nets, and 
poverty, inequality and regional dispari-
ties remain key concerns that require con-
tinued government expenditure (social 
programs and basic infrastructure). In 
addition, domestic resource mobilization 
is insufficient to match spending needs. 
Therefore, it is critical to expand the tax 
base and improve governance in revenue 
administration (including digitalization of 
tax procedures) to create the fiscal space 
necessary to promote equitable and inclu-
sive growth.  

 

Recent developments 
 
GDP growth slowed to 1.8 percent (near 7 
percent projected pre-COVID). The vola-
tility in global demand and commodity 
prices led to lower exports, while FDI and 
external financial flows shrank. House-
hold consumption grew by 1.9 percent. 
Agriculture showed some resilience, but 
services and industry were hit hard by the 
confinement restrictions and supply chain 
disruptions. Inflation increased moderate-
ly, due mainly to higher food costs.  
High frequency surveys suggest formal 
private sector employment dropped by 41 
percent during COVID-19 restrictions. The 
national poverty rate rose and remained 
above previous levels (39.4 percent in 

COTE D’IVOIRE  

FIGURE 1 Cote d’Ivoire / Real GDP Growth, current and 
fiscal account balances 

FIGURE 2  Cote d’Ivoire / Poverty rates and real GDP per 

capita  

Source: World Bank. Source: World Bank. Notes: see Table 2.   

The COVID-19 pandemic negatively im-

pacted the economy in 2020 through dis-

ruptions to services, trade, lower external 

demand and reduced foreign financing 

flows, reducing real growth to 1.8 per-

cent. Fiscal and external balances deterio-

rated, debt pressures increased, and pov-

erty rose. Downside risks to the economic 

outlook predominate, including a second 

COVID-19 wave, a decline in agricultur-

al commodity prices, a sluggish global 

recovery and security vulnerabilities. 
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Table 1 2020

Population, million 26.4

GDP, current US$ billion 60.0

GDP per capita, current US$ 2275.1

International poverty rate ($1.9)
a 29.8

Lower middle-income poverty rate ($3.2)
a 59.1

Upper middle-income poverty rate ($5.5)
a 83.2

Gini index
a 41 .5

School enro llment, primary (% gross)
b 1 00.3

Life expectancy at birth, years
b 57.4

(a) M ost recent value (201 5), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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2018) at 41.5 percent in October 2020, cor-
responding to nearly 425 thousand addi-
tional poor. 
The fiscal deficit widened to 5.9 percent of 
GDP in 2020 and debt rose to 45.8 percent 
of GDP (from 41.2 in 2019), driven by the 
government’s  COVID-19 emergency re-
sponse package. Tax revenues narrowed, 
reflecting the toll on economic activity and 
the fiscal cost of crisis measures.  
The current account deficit increased to 
3.8 percent of GDP in 2020, mainly reflect-
ing a lower trade surplus, as global prices 
for cocoa beans – 27 percent of exports in 
2018 – and external demand for the coun-
try’s exports were subdued.  
Côte d’Ivoire’s monetary and exchange 
rate policies are managed by the Central 
Bank of West African States (BCEAO), 
with a fixed peg between the CFA Franc 
and the Euro. To support COVID-19 re-
lated extra spending, the BCEAO an-
nounced monetary and macroprudential 
measures since March 2020, including a 
policy rate cut and extended refinancing 
operations of the 3-month COVID-19 
bonds to support governments and busi-
nesses. Cote d’Ivoire’s reserves reached 
an estimated 5.5 months of imports in 
2020. Between March and October 2020, 
the REER appreciated by 6.4 percent y/y, 
reflecting the nominal appreciation of the 
Euro against the USD.  

 

Outlook 

 
Economic growth should gradually re-
turn to pre-pandemic levels by 2023. 
Real GDP is projected to grow by 5.7 
percent in 2021, building on the recovery 
of late 2020 which was reflected in some 
high frequency monthly indicators pick-
ing up again (export volumes, google 
mobility indicators, etc.). Domestic con-
sumption will continue to pick up along-
side the recovery. Inflation is projected 
to remain below the WAEMU target, 
anchored by the CFAF/Euro peg and a 
prudent monetary policy. The external 
current account deficit is expected to 
narrow gradually, reaching 2.7 percent 
of GDP by 2023 as exports recover and 
grow faster than imports, strengthening 
the country’s trade balance.  
The fiscal deficit is projected to gradual-
ly narrow towards the WAEMU criterion 
of 3 percent by 2023. Continued crisis-
support spending for households and 
firms, and accelerated public investment, 
will put pressure on public expenditures 
in 2021. Fiscal consolidation in the medi-
um-term should come from increased 
digitalization in revenue administration, 
renewed efforts in collections and tax 
policy reforms, combined with the  

gradual withdrawal of COVID spending 
and control over current spending.  
Poverty incidence increased during the 
pandemic, but the economic recovery, 
continued government expenditure and 
expansion of the country’s social safety 
net through cash transfers are expected to 
put poverty back onto a downward trajec-
tory in 2021.  
Despite this relatively favorable outlook, 
downside risks are significant. Côte d’Iv-
oire may yet face a second domestic peak 
of COVID-19 outbreaks if new strains 
become more prevalent, which may re-
quire further confinement measures. The 
country has ordered vaccines and the vac-
cination campaign (to begin with essential 
staff from the healthcare, security and 
education sectors) has started in March 
2021. In addition, continued pandemic 
restrictions in trade partners (the US and 
EU) may depress export prices and de-
mand, while slowing down the recovery 
of foreign direct investments.  
 
 
 
 

TABLE 2  Côte d’Ivoire / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 6.9 6.2 1.8 5.7 6.0 6.5

Private Consumption 8.0 6.0 1.9 3.0 6.0 6.5

Government Consumption 1.9 4.1 0.3 5.1 0.1 -5.3

Gross Fixed Capital Investment 18.7 5.5 6.2 9.7 4.5 5.8

Exports, Goods and Services 5.6 5.7 -4.6 4.6 4.8 5.7

Imports, Goods and Services 2.2 4.4 -0.2 1.5 1.4 1.1

Real GDP growth, at constant factor prices 6.9 6.2 1.8 5.7 6.0 6.5

Agriculture 5.3 1.4 0.7 1.8 1.9 1.7

Industry 10.7 10.1 4.0 5.0 7.0 7.0

Services 6.1 6.1 1.3 6.9 6.6 7.3

Inflation (Consumer Price Index) 0.4 0.8 1.2 1.4 1.6 1.8

Current Account Balance (% of GDP) -3.5 -2.7 -3.8 -3.4 -3.2 -2.7

Net Foreign Direct Investment (% of GDP) 1.2 1.0 0.2 1.6 1.8 1.7

Fiscal Balance (% of GDP) -2.9 -2.3 -5.9 -4.7 -3.4 -2.9

Debt (% of GDP) 40.1 41.2 45.8 46.1 46.3 45.8

Primary Balance (% of GDP) -1.6 -0.7 -4.0 -3.0 -1.7 -1.3

International poverty rate ($1.9 in 2011 PPP)a,b 29.4 29.3 29.3 29.2 29.1 29.0

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 59.1 59.1 59.1 59.2 59.2 59.2

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 84.1 84.4 84.3 84.5 84.8 85.0

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 2008-ENV and 201 5-ENV. Actual data: 201 5. Nowcast: 201 6-2020. Forecast are from 2021  to  2023.

(b) Projection using annualized elasticity (2008-201 5)   with pass-through = 1 based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Equatorial Guinea entered 2020 with a 
challenging macroeconomic situation 
characterized by five years of economic 
contraction and a fragile fiscal position. 
The Equatorial Guinean economy is an 
undiversified economy which is dominat-
ed by a declining hydrocarbon sector that 
represents 55.7 percent of GDP, 87.6 per-
cent of exports and 80.2 percent of govern-
ment revenues in 2017-2019. Weak gov-
ernance and a poor business environment 
constraint the use of the country's re-
sources to reduce poverty, and the un-
leashing of the country’s economic poten-
tial to achieve inclusive growth.  
The impact of the COVID-19 pandemic on 
the real and fiscal sectors stressed the 
need to diversify the economy to achieve 
more inclusive growth, and to implement 
reforms that will help restore fiscal sus-
tainability. Improving human capital and 
the business environment remain critical 
to diversifying the economy. As data re-
main scarce, there is a need to conduct the 
Living Standard Measurement Survey 
(LSMS), planned in 2021, to benchmark 
poverty incidence and undertake a pov-
erty assessment to understand challenges 
faced by low-income households and in-
form design of the next National Econom-
ic and Social Development Plan, and im-
plement the interim national development 
strategy. Economic prospects are subject 
to several headwinds. Despite the recent 

developments on different vaccines in 
2020, there is still an uncertainty sur-
rounding their effectiveness and the time-
line of their deployment in developing 
countries. In addition, investors could be 
concerned by the possible exuberance in 
equity markets and volatility in these mar-
kets could further feed uncertainty. In its 
2021 Budget Law, the government adopt-
ed some tax cuts to increase liquidity in 
firms but it also adopted withholding tax-
es to adequately collect domestic tax reve-
nues. However, the impact of these do-
mestic resource mobilization (DRM) 
measures could be reduced by weak ca-
pacity to enforce the tax law and the ab-
sence of e-platforms which could help the 
tax administration. Finally, increased 
spending pressures and the government’s 
capacity to secure external financing – in 
the form of budget support – could nega-
tively affect the fiscal balance. 
 
 

Recent developments 
 
The COVID-19 pandemic resulted in an 
economic recession which was driven by 
lower domestic and external demand. 
With the implementation of containment 
measures at the national and international 
levels, real gross domestic product (GDP) 
contracted by 4.9 percent in 2020, com-
pared with -6.0 percent in 2019. On the 
supply side, the recession was broad-
based. Compared to our initial projec-
tions, the economic contraction was less 
severe because oil production stabilized 
with the drilling of additional wells.    

FIGURE 1 Equatorial Guinea / Major sources of macroeco-
nomic changes 

FIGURE 2  Equatorial Guinea  / Non-income poverty  
indicators 

Sources: National authorities, World Bank Commodity Pink Sheet and World Bank 
staff estimates. 

Source: World Development Indicators (WDI).  

Equatorial Guinea experienced its sixth 

consecutive year of economic contraction 

as lower hydrocarbon exports and fiscal 

consolidation dampened growth. The 

country is affected by the COVID-19 pan-

demic, its global consequences and the 

implementation of containment measures. 

The economy is expected to remain in 

recession in the medium term. Downside 

risks include a protracted COVID-19 

pandemic, delays in the implementation of 

the structural reforms that are needed to 

improve competitiveness, and the effec-

tiveness of fiscal policy.  

EQUATORIAL 
GUINEA 

0%

100%

200%

Mortality rate,
under-5 (per 1,000

live births)

Maternal mortality
ratio (modelled)

estimate, per
100,000 live births)

Malnutrition
prevalence, height

for age (% of
children under 5)

EqG relative to regional average
EqG relative to MIC average
unity benchmark

Table 1 2020

Population, million 1 .4

GDP, current US$ billion 9.6

GDP per capita, current US$ 6852.7

School enro llment, primary (% gross)
a 61 .8

Life expectancy at birth, years
a 58.4

(a) WDI for school enrollment (201 5); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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The prolonged lockdown, the associated 
disruption of economic activities and the 
sixth year of economic recession are likely 
to have resulted into additional losses in 
jobs and earnings. The proportion of the 
population living below the poverty line is 
expected to have increased as Equatorial 
Guinea has very limited social safety nets, 
and the tertiary sector, which employs 
about 38.6 percent of the labor force, has 
been particularly affected by containment 
measures. Additionally, the number of 
COVID-19 cases is increasing due to an 
erosion in compliance with containment 
measures, misuse of face masks and lack 
of hand sanitation.  
Due to the decline in oil price that resulted 
in lower government revenues (-3.2 per-
cent of GDP in 2020) and an increase in 
government expenditures (+2.1 percent of 
GDP in 2020), Equatorial Guinea recorded 
a shift from a fiscal surplus of 2.0 percent 
of GDP in 2019 to a fiscal deficit of 3.3 
percent of GDP in 2020. In addition to the 
decline in government revenues, the gov-
ernment adopted some targeted and tem-
porary measures to support the private 
sector (estimated cost of 0.3 percent of 
GDP) in 2020. In this challenging econom-
ic environment, the government cleared a 
portion of domestic arrears in 2020 (1.9 
percent of GDP) but they were still esti-
mated at 20.6 percent of GDP at end-2020.  

This fiscal stance resulted into a higher 
total public debt estimated at 52.3 percent 
of GDP (at end-2020).  
Lower oil prices also deteriorated the 
country’s external position as its contribu-
tion to net foreign assets declined by Euro 
265 million as the value of exports de-
clined by 30.4 percentage points in 2020, 
and the current account deficit increased 
to 10.9 percent of GDP in 2020 from 1.6 
percent of GDP in 2019.     
 
 

Outlook 

 
With more favorable economic prospects 
in trading partners, real GDP is projected 
to increase by 2.4 percent in 2021 on the 
back of an increase in gas production from 
the Alen field and the backfill project to 
the LNG plant. The current account deficit 
is projected to narrow to 4.7 percent of 
GDP 2021. However, the economy is pro-
jected to be back in recession in 2022-2023 
as existing oil wells will reach maturity 
and major projects, such as the Fortuna 
gas project, have not yet materialized.  
This outlook is subject to headwinds relat-
ed to the management of the pandemic at 
the national and global level, the volatility 
of financial markets, the access to external 
financing to implement the government 

budget, and potential delays in the imple-
mentation of critical reforms. 
In its 2021 budget law, the government 
anticipated an increase of the fiscal deficit 
to about 3.8 percent of GDP in 2021 on the 
back of lower government revenues. The 
fiscal deficit is, however, forecasted at 
about 4.2 percent of GDP 2021 because of 
the above-mentioned headwinds. Progress 
in the implementation of the IMF program 
could help to finance the substantial gross 
total financing needs, estimated at 11.9 
percent of GDP. The clearance of a portion 
of domestic arrears (about 2.1 percent of 
GDP), planned in 2021, could marginally 
strengthen the banking system and affect 
private sector confidence in the non-
hydrocarbon sector despite uncertain out-
looks. Public debt is projected at 46.6 per-
cent of GDP in 2021, and to average 53.3 
percent of GDP in 2022-2023. 
With growth in 2021 being primarily driv-
en by the hydrocarbon sector and the ser-
vice sector projected to record a sluggish 
economic expansion, unemployment and 
poverty are likely to increase. The design 
of effective social policies depends on re-
sults from the Survey on the Impact of 
COVID-19 conducted in December 2020. 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices -6.2 -6.0 -4.9 2.4 -5.6 -2.3

Private Consumption 3.4 3.4 3.4 3.4 2.8 2.8

Government Consumption 1.6 -4.5 -5.3 -4.2 -10.9 1.2

Gross Fixed Capital Investment -10.1 -55.8 -42.1 -34.0 1.9 5.5

Exports, Goods and Services -5.7 -6.2 -9.0 3.5 -9.2 -5.0

Imports, Goods and Services 6.2 -9.0 -7.8 -0.7 -4.0 1.1

Real GDP growth, at constant factor prices -6.2 -6.0 -5.0 2.4 -5.5 -2.3

Agriculture -2.4 -5.8 0.4 2.8 1.4 1.4

Industry -11.7 -8.7 -6.8 3.7 -13.2 -8.5

Services 5.8 -1.2 -2.1 0.3 6.8 6.0

Inflation (Consumer Price Index) 1.3 1.2 5.8 3.5 3.4 3.3

Current Account Balance (% of GDP) -2.8 -1.6 -10.9 -2.7 -3.0 -6.9

Net Foreign Direct Investment (% of GDP) 3.0 5.3 3.9 5.6 5.5 5.5

Fiscal Balance (% of GDP) 0.1 2.0 -3.3 -4.2 -2.6 -1.7

Debt (% of GDP) 42.1 45.9 52.3 46.6 53.0 53.7

Primary Balance (% of GDP) 0.8 2.7 -2.0 -2.3 -0.5 0.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
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Key conditions and 
challenges 
 
With UN sanctions lifted in November 
2018, Eritrea has started emerging from a 
decade of international isolation. How-
ever, the re-engagement progress with 
development and international partners 
stalled a year ago. Efforts to shift from a 
centrally planned to a market-led econo-
my have been very slow and sporadic, 
and large SOEs dominate economic ac-
tivity. Monetary policy is characterized 
by administrative measures and fiscal 
dominance, while severe import re-
strictions enable a fixed exchange rate 
regime pegged to the US dollar and 
characterized by low foreign exchange 
reserves. The banking system is largely 
lending to the government and lacks 
international correspondence banks, 
while payment and settlement systems 
are absent. The country is among the 
most vulnerable and least adapted to 
climate change in Sub-Saharan Africa, 
and frequent weather shocks pose a 
heavy burden for the economy and rural 
livelihoods. The mining sector, which 
started operating in 2011, accounts for 
over 90 percent of total exports, yet con-
tributions to budget revenues are lim-
ited.  
The Covid-19 crisis hit Eritrea amid a hia-
tus in its reengagement with development 
partners leaving it without needed exter-
nal funding. In addition, informal-cross 
border trade was affected by the conflict 

in northern Ethiopia. Yet, Eritrea’s isola-
tion moderated the magnitude of the ini-
tial external shock.  
The emergency conditions prevailing in 
the country over the past decade have led 
to data production capacity constraints. 
Specifically, national accounts data are 
limited to unofficial GDP estimates by the 
Ministry of Finance and inflation esti-
mates are produced only for the capital, 
Asmara, while full balance of payments 
accounts are missing. The last population 
census in Eritrea took place more than 25 
years ago. Therefore, little is known about 
socioeconomic outcomes, including pov-
erty. Data from 1996/97, covering only 
urban areas, suggests that poverty was 
widespread with around 70 percent of the 
population living in poverty. 
 
 

Recent developments 
 
Hit by the COVID-19 crisis, real GDP 
growth declined an estimated 0.6 percent 
in 2020 from 3.8 percent in 2019. A lock-
down over several months and border 
closures weighed heavily on private con-
sumption. Yet, the sharp rise in govern-
ment capital spending moderated the im-
pact of the Covid crisis on output growth. 
Specifically, the sharp decline in exports 
of about 6.5 percent was offset by a con-
traction in imports and sharp increase in 
government investment totaling about 
5 percent of GDP. The latter marked the 
opening of two mines (Colluli and Asma-
ra) supported by net FDI inflows. The 
government also continued building the 

ERITREA 

FIGURE 1 Eritrea / Evolution of total public debt FIGURE 2  Eritrea / Wage bill 

Sources: Ministry of Finance, Planning and Economic Development. Sources: Ministry of Finance, Planning and Economic Development. 

Real GDP growth declined 0.6 percent in 

2020 as a drop in net exports and private 

consumption was cushioned by a sharp 

increase in capital spending in mining. 

The latter resulted in a fiscal deficit of 

4.8 percent of GDP. Despite the positive 

impact of the new mines on growth, the 

medium-term outlook remains bleak with-

out a re-engagement with the broader 

international community and the resolu-

tion of the external arrears. Latest availa-

ble data from 1996/97 suggests poverty is 

widespread. 
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Table 1 2020

Population, million 3.5

GDP, current US$ billion 2.1

GDP per capita, current US$ 588.8

School enro llment, primary (% gross)
a 68.4

Life expectancy at birth, years
a 65.9

(a) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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important connection road from the Ethio-
pian border to the port of Massawa. Defla-
tionary pressures aggravated prior to the 
Covid-19 crisis by the temporary opening 
of borders with Ethiopia in 2019 have 
eased and inflation reached 4.9 percent in 
2020.  
The external current account surplus is set 
to narrow to 10.7 percent of GDP in 2020 
from 12.1 percent in 2019, largely due to a 
slowdown in remittances but also due to a 
compression of the merchandise trade 
surplus to around 3 percent in 2020 from 
4.5 percent of GDP in 2019. The tradition-
ally large net errors and omissions stem 
largely from trade with Ethiopia under-
taken by the private sector rather than the 
government.  
Meanwhile, the fiscal deficit widened to 
close to 5 percent of GDP in 2020 from 
1.5 percent in 2019. The fiscal expansion 
was driven by an investment push in two 
mines and the road to Massawa as well as 
small dams. Public debt is estimated at 
above 260 percent of GDP, of which 80 
percent is owed to domestic banks. That 
said, fiscal and domestic debt outcomes 
remain uncertain given frequent data revi-
sions due to reporting lags of several 
months due to widespread manual pro-
cesses.  
 
 

 
 
Outlook 
 

Aided primarily by the economic recovery 
in China, export growth of commodities is 
likely to lift real GDP growth to 2 percent 
in 2021 from -0.6 percent in 2020. As the 
Colluli and Asmara mines export at full 
capacity and aggregate demand rebounds 
on the back of sustained and widespread 
vaccination, real output growth could 
accelerate to an average of about 4.5 per-
cent over the next two years. The govern-
ment also expects spillover effects from 
the new potash mine of Colluli to fertilizer 
production, which in turn could increase 
productivity in agriculture, improving 
food security and livelihoods, especially if 
introduced in parallel with policy reforms 
that foster private sector development.  
Nevertheless, significant downside risks 
cloud the horizon. Sizable uncertainties 
surround the evolution of the Covid-19 
pandemic, including logistical and eco-
nomic roadblocks hampering the pro-
spects of timely and widespread vac-
cination domestically and abroad. Fur-
thermore, severe climate vulnerabilities 
continue to burden Eritrea and could 
worsen in coming years. Finally, the 

fragile macroeconomic situation and se-
vere credit constraints leave the country 
with little space to boost preparedness 
facing these risks, and to control damages 
should they materialize.  
In this context, efforts to normalize the 
country’s relations with the international 
community could result in a pathway to 
reduce significantly external arrears and 
provide much-needed external financing. 
This in turn would provide resources to 
build much needed infrastructure over the 
medium term, to help abate the risks asso-
ciated with climate change and jump-start 
the private and financial sectors.  
 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 13.0 3.8 -0.6 2.0 4.9 3.8

Private Consumption 13.2 5.5 -1.9 2.0 8.0 6.1

Government Consumption 0.8 39.3 16.4 8.8 4.7 4.1

Gross Fixed Capital Investment -62.8 67.5 152.2 17.7 -10.4 0.4

Exports, Goods and Services 8.9 -5.0 -6.5 35.6 6.4 4.2

Imports, Goods and Services 18.7 1.4 -3.8 22.9 6.4 6.3

Real GDP growth, at constant factor prices 12.8 3.7 -0.7 2.0 4.9 3.7

Agriculture 24.0 27.0 -0.5 3.4 3.1 2.5

Industry 11.1 13.0 -0.7 1.4 10.2 7.6

Services 4.9 -26.0 -1.1 0.3 1.5 0.5

Inflation (Consumer Price Index) -14.4 -16.4 4.9 2.9 1.9 2.0

Current Account Balance (% of GDP) 15.4 12.1 10.7 13.9 13.5 12.1

Net Foreign Direct Investment (% of GDP) 2.9 3.9 3.8 3.6 3.5 3.4

Fiscal Balance (% of GDP) 4.3 -1.5 -4.8 -4.4 -0.8 -0.7

Debt (% of GDP) 267.1 271.8 263.1 248.2 231.8 219.7

Primary Balance (% of GDP) 5.7 0.2 -3.2 -2.9 0.6 0.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
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Table 1 2020

Population, million 1 .2

GDP, current US$ billion 4.5

GDP per capita, current US$ 391 8.9

International poverty rate ($1.9)
a 29.2

Lower middle-income poverty rate ($3.2)
a 52.1

Upper middle-income poverty rate ($5.5)
a 72.0

Gini index
a 54.6

School enro llment, primary (% gross)
b 1 1 4.7

Life expectancy at birth, years
b 59.4

(a) M ost recent value (201 6), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
The Eswatini economy is closely integrat-
ed with the South Africa economy which 
makes it vulnerable to developments in 
South Africa. It exports over 65 percent 
of its exports and imports over 70 per-
cent from South Africa. Eswatini’s cur-
rency, the emalangeni, is pegged to the 
South African rand, with the banking 
sector dominated by South African 
banks. Fiscal revenues largely depend on 
Southern African Customs Union 
(SACU) revenues, which are shaped by 
developments in South Africa. The coun-
try’s heavy dependence on highly vola-
tile SACU revenues translate into signifi-
cant fluctuations in public spending and 
pose a challenge to the management of 
fiscal resources.  
The COVID-19 pandemic has exposed 
Eswatini’s deeper economic and health 
challenges. COVID-19 related deaths 
increased significantly during the second 
wave, increasing by over 500 in just two 
months compared to less than 150 during 
the first phase. The pandemic has 
stretched the health care system compli-
cated by high prevalence of HIV/AIDS. 
The pandemic contributed to the contrac-
tion of the economy in 2020. Over the 
past decade, poverty levels, jobs and the 
incomes of the average Eswatini citizens 
have stagnated, while public finances 
have deteriorated. Addressing the under-
lying structural challenges remain a key 

priority for the economy to sustainably 
grow at higher levels.  
Poverty levels have historically been 
high and there has been little progress in 
reducing them, with close to 30 percent 
of the population living below the 
US$1.90/day (2011 PPP) international 
poverty line. The poverty level rises to 
just over half of the population when the 
lower-middle-income-country threshold 
of US$3.20/day is used. This, together 
with high inequality levels – with a con-
sumption per capita Gini index of 54.6 in 
2017 – increases vulnerability to econom-
ic shocks. Unemployment was high even 
before COVID-19, affecting 23 percent of 
the labor force in 2016. 
 
 

Recent developments 
 
The economy partly recovered during the 
second half of 2020, as reflected in the 
service and industry sectors. It is estimat-
ed to have contracted by 3.1 percent in 
2020, a slight upward revision from a pre-
viously projected contraction of 3.5 per-
cent. Easing of lockdown restrictions sup-
ported some construction, manufacturing 
and services activities. Though the manu-
facturing sector contracted in 2020, some 
signs of recovery were witnessed through 
a lesser decline in exports in 2020H2 com-
pared to 2020H1.  
Domestic revenue declined year on year 
(y/y) by 2.7 percentage points of GDP in 
2020 due to the COVID-19 pandemic 
while SACU revenues increased by 3 per-
cent to 12.9 percent of GDP. The decline in 

ESWATINI 

FIGURE 1 Eswatini / Real GDP growth and Current account 
balance  

FIGURE 2  Eswatini / Actual and projected poverty rates and 
real GDP per capita 

Sources: Ministry of Finance, Eswatini. Source: World Bank staff calculations. 
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revenues reflects lower economic activity 
due to COVID-19 containment measures. 
Expenditures remained within the supple-
mentary budget approved in June 2020.  
The fiscal deficit for FY2020/21 is estimat-
ed to have reached 8.5 percent of GDP, 
mainly financed by higher SACU receipts 
and loans from the World Bank and the 
IMF to deal with the pandemic. Public 
debt increased to about 45 percent of GDP 
in 2020, driven by external debt. 
Annual inflation increased to 3.9 percent 
in 2020, from 2.6 percent in 2019, reflecting 
COVID-19 induced supply chain disrup-
tions. The freeze of utility prices kept in-
flationary pressures lower in 2020. Mone-
tary policy remained accommodative in 
January 2021, as the repo rate was kept 
constant at 3.75 percent since July 2020.  
Current account surplus increased in 2020, 
partly due to surpluses recorded in trade 
balance and secondary income account 
(largely higher SACU revenue). Although 
both exports and imports contracted in 
2020, trade balance remained in surplus.  
As a result of the socio-economic impact 
of the pandemic, poverty is projected to 
increase. The $1.90/person/day interna-
tional poverty rate is estimated to have 
increased from 28 percent in 2019 to 29.4 
percent in 2020. This was mainly due to 
lower household consumption as reduced 
economic activity resulted in loss of  

employment. The dominance of the infor-
mal sector means most businesses have no 
means or safety nets to withstand the eco-
nomic shock induced by COVID-19.  Fur-
thermore, the pandemic has exacerbated 
the household food insecurity challenge.  

 

Outlook 
 

The second wave of the COVID-19 pan-
demic is projected to reverse the economic 
gains witnessed during the second half of 
2020 and constrain economic activity in the 
short to medium term. The economy is pro-
jected to grow by 1.3 percent of GDP in 
2021, reflecting COVID-19 related contain-
ment measures implemented in early 2021. 
Inflation is expected to increase in 2021, 
partly due to rising oil and domestic admin-
istered prices. The US$1.90/person/day in-
ternational poverty rate is projected at 29.3 
percent in 2021 and 29.3 percent in 2022 
given the mild economic recovery, together 
with high unemployment. Overall, the re-
covery remains uncertain and hinges on the 
evolution of the COVID-19 pandemic, 
rollout of the vaccines and the pace of re-
covery of the global and regional econo-
mies, particularly that of South Africa. 
The fiscal deficit is projected to decrease to 
6.5 percent of GDP in 2021, reflecting the 

start of the implementation of three-year 
Fiscal Adjustment Plan. In 2021, the plan 
focuses on recurrent expenditure contain-
ment amounting to 0.6 percent of GDP
(reducing wages, goods and services and 
transfers to SOEs) and boosting domestic 
revenue by 1.1 percent of GDP. Further, 
the recovery in 2021 will lead to increase 
in revenues, while the loans already dis-
bursed by the World Bank and IMF have 
helped to cushion the financing gap and 
reduced domestic expenditure arrears. 
Debt levels will remain high in 2021, as 
the country is projected to borrow exter-
nally, given constrained domestic finan-
cial market. 
The current account surplus is projected 
to decrease in 2021, partly due to declin-
ing SACU revenues and higher imports of 
medical necessities to deal with the sec-
ond wave of COVID-19.   However, fiscal 
adjustments are projected to contain the 
growth of other imports while supply 
disruptions are projected to ease in the 
second half of 2021 boosting exports.  
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 2.4 2.2 -3.1 1.3 1.1 1.5

Private Consumption 2.7 2.6 -3.7 2.6 2.2 2.2

Government Consumption -4.7 -3.5 -5.4 -3.7 -2.5 -2.5

Gross Fixed Capital Investment 35.1 3.3 2.3 0.3 2.9 5.3

Exports, Goods and Services 10.9 8.0 -3.2 4.9 3.7 3.9

Imports, Goods and Services -8.7 6.0 -3.6 4.1 4.5 5.1

Real GDP growth, at constant factor prices 2.4 2.2 -3.1 1.3 1.1 1.5

Agriculture 5.9 -0.6 1.9 4.5 3.4 2.5

Industry -0.3 4.4 -7.6 3.0 -0.3 4.2

Services 3.7 1.3 -0.9 -0.3 1.6 -0.4

Inflation (Consumer Price Index) 4.8 2.6 3.9 5.6 4.6 4.8

Current Account Balance (% of GDP) 1.3 4.0 5.6 4.0 3.3 5.0

Net Foreign Direct Investment (% of GDP) -0.9 -2.1 -0.1 -0.6 -0.7 -0.7

Fiscal Balance (% of GDP) -10.0 -7.2 -8.5 -6.5 -6.2 -2.9

Debt (% of GDP) 24.6 30.9 45.7 51.2 55.8 52.8

Primary Balance (% of GDP) -8.8 -5.6 -6.4 -3.6 -3.1 0.0

International poverty rate ($1.9 in 2011 PPP)a,b 28.4 28.0 29.4 29.3 29.3 29.2

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 51.8 51.4 52.3 52.2 52.2 52.1

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 71.4 71.1 72.1 72.0 72.0 72.0

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 6-HIES. Actual data: 201 6. Nowcast: 201 7-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 6)  with pass-through = 0.7  based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 1 1 5.0

GDP, current US$ billion 1 07.4

GDP per capita, current US$ 934.6

International poverty rate ($1.9)
a 30.8

Lower middle-income poverty rate ($3.2)
a 68.9

Upper middle-income poverty rate ($5.5)
a 90.2

Gini index
a 35.0

School enro llment, primary (% gross)
b 90.0

Life expectancy at birth, years
c 66.2

(a) M ost recent value (201 5), 201 1 PPPs.

(b) Ethiopia LSM S (201 8/1 9).

(c) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Ethiopia has been among the fastest grow-
ing countries in the world, with GDP ex-
panding at an average rate of 10.3 percent 
during 2004-2019. Growth has been driven 
by large-scale public investment in infra-
structure. While poverty declined by 
about 10 percentage points during 2004-
2016, gains are modest when compared to 
other countries that saw fast growth, and 
there is evidence that rural dwellers and 
the poorest have not equally benefited 
from growth in recent years.  
The limitations of the state-led develop-
ment model in Ethiopia have become ap-
parent. Structural transformation remains 
incipient, and the role of the private sector 
is constrained by SOE dominance and an 
uneven playing field. The financing of the 
large capital investments coupled with a 
loss in competitiveness, caused by an 
overvalued exchange rate, have put the 
country at high risk of debt distress. Ac-
knowledging these shortcomings, the au-
thorities launched a Homegrown Econom-
ic Reform Agenda in September 2019, 
which aims to foster efficiency and intro-
duce competition in key growth-enabling 
sectors (energy, logistics, telecom), im-
prove the business climate, and address 
macroeconomic imbalances. Among other 
measures, authorities are expected to 
adopt a market-determined exchange rate 
and introduce a modern monetary policy 
framework by end-2022.  

Ethiopia is facing formidable challenges. 
While the armed confrontation in the 
North of the country seems to have been 
geographically contained so far, risks of a 
protracted and more widespread conflict 
persist. The humanitarian situation is re-
ported to be dire, with thousands of peo-
ple displaced. The desert locust invasion 
could affect crops, threatening food secu-
rity. And there is risk that poverty increas-
es due to the COVID-19 impacts given the 
high levels of vulnerability to shocks.  
 
 

Recent developments 
 
Ethiopia grew at 6.1 percent in FY20, as 
the impact of the COVID-19 pandemic 
took place largely in the final quarter of 
the fiscal year. Crop production im-
proved, while growth in services and 
manufacturing eased to single digits. 
While external demand remains depressed 
due to COVID-19, it is showing some signs 
of recovery. Merchandise exports exclud-
ing gold declined by 4.1 percent during 
July-December 2020 (year-on-year), while 
most items (except garments) showed signs 
of recovery in the second quarter of the 
fiscal year. Including gold, merchandise 
exports grew at 21 percent. Exports of ser-
vices (including air travel) dropped by 9.2 
percent. An even sharper drop in imports, 
driven down by limits in SOE spending 
and currency depreciation has resulted in 
the narrowing of the current account bal-
ance. Remittances, which dropped by 10 
percent in FY20, rebounded during the first 
half of FY21 (19.1 percent). Meanwhile, net 

ETHIOPIA 

FIGURE 1 Ethiopia /Inflation and monetary aggregates  FIGURE 2  Ethiopia / Share of respondents who reported 
income reduction or loss. 

Source: National Bank of Ethiopia. Source: Wieser et al., 2020. 
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foreign direct investment remains de-
pressed, dropping by 1.7 percent during 
the same period.   
While healthcare spending increased sig-
nificantly as part of the response to the 
pandemic, total expenditure dropped in 
FY20. Revenue collection deteriorated 
mainly due to the drop in indirect tax col-
lections as demand has weakened. Over-
all, the general government deficit is esti-
mated to have increased to 2.8 percent of 
GDP in FY20, compared to 2.5 percent of 
GDP in FY19.   
Reserve money surged by 37 percent dur-
ing July-December 2020 (year-on-year), 
and bank credit has continued to expand 
strongly (28.7 percent nominal growth, 
yoy). A 5 percent decrease in payment 
collection by commercial banks suggest 
some firms and households are struggling 
to repay their loans. Inflation, which had 
slightly eased in recent months, picked up 
again, reaching 19.2 percent in January, 
possibly pushed by seasonality factors 
and monetary expansion. Faster nominal 
depreciation resulted in a reduction in real 
overvaluation during the first half of 
FY21, although the still elevated parallel 
market premium suggest foreign ex-
change shortages persist.   
The COVID-19 pandemic has had severe 
economic impacts, resulting from reduced 
employment and income. Employment 

rates plunged in the early days of the pan-
demic, with 8 percent of respondents los-
ing their jobs by April 2020. While em-
ployment levels have recovered (except 
for some persistent job losses in urban 
areas), the situation faced by households 
remains challenging. According to the 
high frequency phone surveys, more than 
half of the households reported in April 
2020 that their incomes were either re-
duced or had totally disappeared. While 
the proportion of those who reported re-
duction of income decreased in subse-
quent months, it remained high as of Oc-
tober 2020, at 26 percent.  
 
 

Outlook 
 

Growth is expected to decelerate further 
in FY21, to about 2 percent, impacted by 
reduced income reported by firms and 
households and a slowdown in crop pro-
duction. Continued import compression 
and favorable terms of trade are expected 
to contain the current account deficit in 
FY21. The fiscal deficit is expected to reach 
about 3 percent of GDP in FY21, slightly 
above FY20 outturn. Inflation would re-
main elevated in FY21, while trending 
down in the medium term as a tighter 
macroeconomic stance is implemented 

once the pandemic abates. As key macroe-
conomic and structural reforms are fully 
implemented by 2022, foreign direct in-
vestment, exports, and economic growth 
are expected to strengthen in the medium 
term.  
The effects of the COVID-19 pandemic on 
livelihoods are expected to be severe. 
Household incomes, as shown by the high
-frequency phone surveys, are impacted 
through a reduction in aggregate demand 
that affects low-income households dis-
proportionately. Results from the phone 
survey of firms show that Covid-19 and 
related containment measures have sub-
stantially impacted firms’ operations. 
With formal firms not hiring, a reduction 
in aggregate demand will also affect the 
self-employed. Casual laborers and self-
employed (44 percent of urban house-
holds) are hit particularly hard with an 
expected downturn of the economy. 
Moreover, reduced fiscal space will put 
pressure on the provision of social ser-
vices during and after the economic 
downturn, potentially having detrimental 
long-term effects on the poor. 
 
 
 

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

2017/18 2018/19 2019/20 e 2020/21 f 2021/22 f 2022/23 f

Real GDP growth, at constant market prices 7.7 9.0 6.1 2.3 6.0 7.5

Private Consumption 5.3 5.1 5.0 2.5 4.0 6.5

Government Consumption 3.6 7.2 0.6 17.6 9.0 14.0

Gross Fixed Capital Investment 6.8 12.4 6.3 -3.5 5.2 4.8

Exports, Goods and Services 5.0 3.0 -0.9 7.0 12.0 5.7

Imports, Goods and Services 0.2 0.6 -2.3 1.5 2.2 2.5

Real GDP growth, at constant factor prices 7.7 9.0 6.1 2.3 6.0 7.5

Agriculture 3.5 3.8 4.3 4.0 4.0 4.0

Industry 12.2 11.5 9.6 3.5 9.0 16.0

Services 8.7 12.0 5.2 0.1 5.5 4.1

Inflation (Consumer Price Index) 14.5 12.5 19.9 19.0 10.0 9.0

Current Account Balance (% of GDP) -6.2 -5.1 -4.1 -3.3 -3.7 -3.7

Fiscal Balance (% of GDP) -2.9 -2.5 -2.8 -3.2 -2.2 -1.9

Debt (% of GDP) 59.6 57.3 56.5 56.6 55.6 53.3

Primary Balance (% of GDP) -2.4 -2.0 -2.3 -2.5 -1.5 -1.1

International poverty rate ($1.9 in 2011 PPP)a,b 27.6 26.5 25.9 25.9 25.4 24.6

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 65.6 64.4 63.7 63.8 63.1 62.2

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 85.8 84.2 83.4 83.4 82.6 81.4

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 0-HICES and 201 5-HICES. Actual data: 201 5. Nowcast: 201 6-2020. Forecast are from 2021  to  2023.

(b) Projection using point to  point elasticity at regional level  with pass-through = 0.87 based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Gabon’s economic recovery was gaining 
pace as economic diversification and fiscal 
adjustment efforts had started to pay off. 
This progress has been threatened, how-
ever, by the COVID-19 pandemic and the 
decline in oil prices. Inadequate govern-
ance and a poor business climate are ma-
jor challenges for Gabon’s economy to 
transform its wealth in natural resources 
into sustainable development and broad-
based improvement of living conditions. 
A second wave of COVID-19 cases trig-
gering tighter restrictions on economic 
activity may cause even more hardship for 
the population. Efforts to improve supply 
chains and in particular food supply to 
urban areas should be maintained to con-
tain food price pressures and tackle food 
security issues.  
Fluctuations in oil and manganese prices 
remain the main risk factors, given the 
country’s reliance on these commodities. 
A reduction in Gabon’s oil production to 
align it with the decision made by the 
OPEC and its allies to cut production 
would require the country to accelerate 
fiscal consolidation or seek debt reprofil-
ing. Despite the challenging economic 
context, it is still important for the Gov-
ernment to preserve public investment, 
maintain efforts to repay current domestic 
arrears and avoid any additional accumu-
lation to lay the ground for a rapid eco-
nomic recovery and mitigate the negative 

poverty and social impacts in the medium 
term. Sustained implementation of re-
forms to support domestic revenue mobi-
lization, reduce the civil service wage bill, 
strengthen public finance management 
and the efficiency of public investment are 
crucial for improving the country’s 
growth prospects.  
COVID-19 has exacerbated existing social 
challenges, with a significant impact on 
the most vulnerable. The reduction in gov-
ernment revenues is a major threat to the 
financing of the social protection program 
benefiting the most vulnerable, which is 
already underfinanced. Self-employed 
workers and workers in informal activi-
ties, who are excluded from the social 
protection system, will experience major 
income losses.  
 
 

Recent developments 
 
The COVID-19 crisis has pushed Gabon 
into recession in 2020. Evidence suggests 
that real GDP contracted by 1.9 percent in 
2020 after growing at 3.9 percent in 2019. 
The contraction was led by the decline in 
oil production and the weakness in the 
service sector while manganese and min-
eral production significantly increased. 
Price pressures remained limited in 2020, 
well below the 3 percent limit in the 
CEMAC zone. Pressures on food prices 
have been largely contained. 
The deterioration of the overall fiscal 
deficit in 2020 may be more contained 
than anticipated in the 2020 revised 
budget law. Lower tax revenues due to 

GABON 

FIGURE 1 Gabon / Real GDP growth, fiscal balance and  
government debt  

FIGURE 2  Gabon / Actual and projected poverty rates and 
real GDP per capita 

Sources: Gabonese authorities and World Bank staff estimates.  Source: World Bank. Notes: see Table 2. 
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Table 1 2020

Population, million 2.2

GDP, current US$ billion 1 4.5

GDP per capita, current US$ 6503.1

International poverty rate ($1.9)
a 3.4

Lower middle-income poverty rate ($3.2)
a 1 1 .2

Upper middle-income poverty rate ($5.5)
a 32.2

Gini index
a 38.0

School enro llment, primary (% gross)
b 1 39.9

Life expectancy at birth, years
b 66.2

(a) M ost recent value (201 7), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.
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the expected recession and tax relief re-
lated to the COVID-19 pandemic were 
combined with declining oil revenues 
owing to low crude oil prices. Both cur-
rent and investment spending contracted 
in 2020. Debt levels have reached histori-
cal highs, estimated at 75 percent of GDP 
in December 2020. Gabon has started 
accumulating arrears on external and 
domestic debt again due to cash pres-
sures resulting from delays in mobilizing 
external funding, equivalent to 1 percent 
of GDP by the end of 2020.  
With lower oil prices, Gabon’s export 
earnings decreased in 2020 despite higher 
export volumes of oil and manganese. 
Imports also declined in 2020 mostly driv-
en by lower imports of manufactured and 
capital goods. Overall, the trade balance 
recorded a smaller surplus than in the 
previous year. The current account deficit 
is expected to widen to 4.1 percent of GDP 
in 2020. 
Poverty has been exacerbated by the 
COVID-19 pandemic with a poverty rate 
estimated at 33.8 percent in 2020, up 
from 32.3 in 2019. The negative impact of 
the COVID-19 crisis on households is 
significant with income and jobs losses, 
and constrained access to health and oth-
er basic services as evidenced by the 
share of adults and children who were 
not able to receive care to fulfill their 

needs (29.2 percent and 33.3 percent re-
spectively) in September 2020. 

 

Outlook 
 

Amid exceptional uncertainty on the turn-
around in the pandemic despite hopes 
from recent vaccine approvals, Gabon’s 
economy is projected to grow 1.5 percent 
in 2021 and 2.5 percent in 2022. Growth 
will be supported mainly by sustained 
private investments in agribusiness, wood 
processing and mining in the medium 
term thanks to the gradual global recov-
ery. The medium-term outlook suggests a 
timid recovery with output levels ex-
pected to take about three years to return 
to their 2019 levels. 
The authorities are expected to revert to 
the path towards fiscal consolidation once 
the fallout from the pandemic subsides. 
Hence, the fiscal deficit is expected to nar-
row gradually over the medium term. The 
projected rise in tax revenue, combined 
with efforts to limit tax exemptions, is 
expected to offset partly the projected 
decline in commodity revenues. Cuts in 
current spending are also expected to con-
tribute to improving the fiscal balance. 
The current account deficit is expected to 
gradually narrow in the medium term 

supported by higher oil prices and a re-
sumption of investment in wood and agri-
business thanks to the expected progres-
sive global economic recovery. 
Due to current constraints faced by the 
Gabonese economy and the impact of the 
pandemic on household income, the share 
of households living on less than $5.5 per 
day is expected to reach 34 percent in 2021 
before decreasing to 33.7 percent in 2023. 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 0.8 3.9 -1.9 1.5 2.5 3.6

Private Consumption -0.4 0.9 -2.6 0.2 1.5 1.9

Government Consumption -18.2 1.9 -3.4 -3.1 -0.1 1.3

Gross Fixed Capital Investment 8.0 6.1 -30.6 2.3 2.8 6.4

Exports, Goods and Services 4.2 21.2 11.8 3.0 4.1 4.8

Imports, Goods and Services -0.6 20.5 -8.9 1.0 3.0 4.3

Real GDP growth, at constant factor prices 0.9 4.3 -1.9 1.5 2.5 3.6

Agriculture 9.5 7.9 1.6 3.0 5.0 5.0

Industry -0.7 7.4 2.6 4.3 6.3 7.3

Services 0.7 2.1 -5.1 -0.5 -0.5 0.7

Inflation (Consumer Price Index) 6.3 3.0 2.0 3.0 3.0 3.0

Current Account Balance (% of GDP) -3.2 -0.3 -4.1 -2.4 -0.4 -0.1

Fiscal Balance (% of GDP) -1.3 1.4 -3.5 -1.0 -0.3 0.2

Debt (% of GDP) 60.6 59.1 75.0 70.4 64.6 61.9

Primary Balance (% of GDP) 1.1 3.6 -0.1 1.9 2.6 3.0

International poverty rate ($1.9 in 2011 PPP)a,b 3.4 3.4 3.6 3.6 3.6 3.6

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 11.5 11.3 12.0 12.1 12.1 11.9

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 32.7 32.3 33.8 34.0 34.0 33.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 7-EGEP. Actual data: 201 7. Nowcast: 201 8-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 7)  with pass-through = 0.7  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Since the democratic transition of 2017, 
the Government has taken important 
steps to lay the foundations for democ-
racy, improve the rule of law, restore 
macroeconomic stability, and reignite 
growth, which averaged 6 percent be-
tween 2017-2019. Following strong eco-
nomic performance and debt restruc-
turing, The Gambia exited debt distress 
in early 2020, paving the way for an 
IMF Enhanced Credit Facility. Howev-
er, the new Constitution was rejected in 
Parliament, foreshadowing possible 
difficulties with sustaining economic 
governance reforms in the run-up to 
the 2021 elections. 
COVID-19 has exacerbated existing 
economic and social challenges, partic-
ularly as tourism stopped, partially 
reversing gains in poverty reduction.  
Given that the risk of debt distress re-
mains high, The Gambia has limited 
fiscal policy buffers to respond to a 
downturn. Its outlook is subject to 
downside risks stemming from the 
depth and duration of the pandemic, 
possible virus mutations, the deploy-
ment of vaccines across key tourist 
markets, the reform pace ahead of the 
elections and climatic shocks. Upside 
risks are limited, originating from a 
faster pandemic recovery and tourism 
rebound. 

Recent developments 
 
GDP growth fell to 0 percent in 2020 (-2.9 
percent in per capita terms). The services 
sector was affected most, as containment 
measures suppressed private consumption 
and tourism declined, with flight arrivals 
falling by 62.4 percent. Nevertheless, ample 
rains spurred a rebound in agriculture, 
while strong private foreign inflows, espe-
cially remittances, supported construction 
and commerce.  
The current account deficit widened to 5.5 
percent of GDP, as the tourism drop was 
partially offset by remittances and official 
transfers. FDI financed the deficit, while the 
exchange rate remained stable. Internation-
al reserves reached 4.9 months of next 
year’s imports, supported by a record 80.9 
percent growth in net remittances, which 
may reflect some transfers moving to the 
formal financial sector. 
The Government registered a primary 
surplus, reducing the fiscal deficit to 1.9 
percent of GDP and public debt-to-GDP to 
75.8 percent, as grant increases supported 
most of the pandemic-related spending. 
Tax collections decreased by 0.4 percent of 
GDP but reached 95 percent of the pre-
COVID-19 target, supported by the revi-
sion of reference prices combined with the 
adoption of transactional-value-based 
customs and excise levies. The tax short-
fall was compensated by higher non-tax 
revenue due to one-off proceeds from 
recovery of assets stolen by the previous 
autocratic regime. Although expenditure 

GAMBIA 

FIGURE 1 Gambia / Fiscal and primary balances and debt  FIGURE 2  Gambia / Actual and projected poverty rates and 
real GDP per capita  

Sources: The Gambian authorities and World Bank estimates. Source: World Bank. Notes see Table 2. 

Growth stagnated in 2020, driven by a 

pandemic-induced fall in tourism and 

private consumption. Despite the crisis, 

the external and fiscal deficits were kept 

in check due to increased donor support. 

Growth and poverty reduction are ex-

pected to gradually recover over the medi-

um term, as the pandemic recedes. The 

outlook is subject to downside risks stem-

ming from the speed of global recovery, 

the magnitude of the domestic COVID-19 

outbreak, the vaccine roll-out, and the 

pace of fiscal and structural reforms. 

Table 1 2020

Population, million 2.4

GDP, current US$ billion 1 .9

GDP per capita, current US$ 788.1

International poverty rate ($1.9)
a 1 0.3

Lower middle-income poverty rate ($3.2)
a 38.4

Upper middle-income poverty rate ($5.5)
a 72.7

Gini index
a 35.9

School enro llment, primary (% gross)
b 1 01 .7

Life expectancy at birth, years
b 61 .7

(a) M ost recent value (201 5), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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remained stable, recurrent spending in-
creased to accommodate COVID-19 needs, 
while reallocating funding from lower-
priority areas. However, capital expendi-
ture declined due to pandemic-related 
implementation challenges. Due to previ-
ous debt restructuring, relief under the 
Debt Service Suspension Initiative (DSSI) 
was modest (0.23 percent of GDP).  
Inflation decreased to 5.9 percent, driven 
by a demand drop, low fuel prices, a sta-
ble exchange rate, temporary administra-
tive price controls on essential goods and 
the dissipation of the postal rate increase 
of April 2019. The central bank continued 
with cautious monetary easing, lowering 
the policy rate from 12.5 percent in end-
2019 to 10 percent by end-2020, while re-
ducing the statutory reserve requirement 
ratio by 200 basis points to 13 percent in 
May. Broad money continued to grow by 
22.0 percent, supported by the buildup of 
net foreign assets in the banking system. 
The COVID-19 pandemic has adversely 
affected households’ labor market activi-
ties, access to markets and health care. 
Despite government support, stable pric-
es, and improved labor market condi-
tions following the relaxation of contain-
ment measures in the third quarter of 
2020, households have experienced a 
rapid income decline. As a result, the 
poverty rate is estimated to have in-
creased from 8.4 percent in 2019 to 9.2 

percent in 2020, equivalent to over 25 
thousand additional poor. 
 
 

Outlook 

 
The economy is expected to gradually recov-
er in 2021, as private consumption is less 
constrained by lockdowns and large public 
infrastructure projects are implemented. 
However, the exceptional rainfall-driven 
agricultural performance of 2020 is not ex-
pected to continue, and private construction 
would slow down, given the subdued eco-
nomic activity in 2020 and normalized re-
mittance inflows. Over the medium-term, 
growth would be spurred by services/
tourism, industrial activity, agriculture re-
covery, and the pandemic-induced absorp-
tion of technology. This assumes renewed 
focus on reforms, political stability, and nor-
mal weather. As a result, real GDP is project-
ed to grow by 3.5 percent in 2021 and 5.5 
percent in 2022. Inflation will temporarily 
increase before steadily dropping to 5.1 per-
cent in 2023, close to the 5 percent target.  
The current account deficit is expected to 
widen, driven by the high import content 
of public investments, as the recovery be-
gins in 2021, and by declining grants and 
private inflows over time, which were par-
tially frontloaded in 2020. Exports would 
grow, supported by revitalized re-exports. 

The deficit will largely be financed by FDI 
and capital transfers. Foreign exchange 
reserves would hover around 4.5 months of 
next year’s imports.  
The fiscal deficit is projected to widen to 4.5 
percent of GDP in 2021 due to lower grants 
and continued spending on infrastructure. 
As the economy recovers, tax revenues 
should increase, supported by improved tax 
expenditure monitoring and administrative 
measures. Expenditures would decrease 
over the medium-term, as recurrent spend-
ing slows down. Transfers to SOEs and sub-
vented agencies are expected to fall, as the 
Government strengthens SOE corporate 
governance and balance sheets and rational-
izes agencies. The fiscal deficit would gradu-
ally start decreasing after 2021, anchored in 
the new Medium-Term Fiscal Framework 
2021-25. Furthermore, savings under DSSI 
would extend to 0.15 percent of GDP in 
2021. Public debt-to-GDP should remain on 
a downward path, reaching 66.1 percent by 
2023. Although the recovery is expected to 
start in 2021, COVID-19 will undermine 
poverty reduction in the near future, in the 
context of subdued growth. With uncertain-
ty about the future of international tourism, 
labor demand may also be adversely im-
pacted. The international poverty rate is 
expected to decline to 9.0 percent in 2021 
and 7.3 percent by 2023, with significant 
downside risks associated with an uncertain 
recovery. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 7.2 6.1 0.0 3.5 5.5 7.0

Private Consumption 9.7 4.1 1.0 2.6 6.1 5.8

Government Consumption 3.7 14.6 22.9 -1.0 -4.0 5.2

Gross Fixed Capital Investment 2.0 25.3 11.6 15.8 8.7 9.4

Exports, Goods and Services 44.2 -1.2 -37.9 20.0 25.3 20.0

Imports, Goods and Services 17.6 3.1 -6.3 16.3 14.8 11.9

Real GDP growth, at constant factor prices 7.2 6.1 0.0 3.5 5.5 7.0

Agriculture 3.7 -1.3 5.0 2.8 3.3 3.4

Industry 2.0 14.3 6.4 6.2 5.2 7.9

Services 10.1 6.5 -3.6 2.8 6.4 7.9

Inflation (Consumer Price Index) 6.5 7.1 5.9 6.3 5.5 5.1

Current Account Balance (% of GDP) -9.5 -5.3 -5.5 -12.5 -12.9 -10.9

Fiscal Balance (% of GDP) -6.1 -2.5 -1.9 -4.5 -2.2 -1.2

Debt (% of GDP) 84.6 80.1 75.8 74.8 70.7 66.1

Primary Balance (% of GDP) -3.0 0.6 1.1 -1.9 0.4 1.0

International poverty rate ($1.9 in 2011 PPP)a,b 9.2 8.4 9.2 9.0 8.4 7.3

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 35.5 33.3 35.5 35.1 33.1 31.2

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 70.7 69.2 70.7 70.4 69.2 66.3

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 5-IHS. Actual data: 201 5. Nowcast: 201 6-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 5)  with pass-through = 0.87  based on GDP per capita in constant LCU. 



240 MPO Apr 21 

Key conditions and 
challenges 
 
After thirty years of strong economic 
growth, Ghana’s economic model has 
shown some vulnerabilities over the past 
decade, despite real GDP growth averag-
ing 6.8 percent per annum. The economy 
has become increasingly reliant on prima-
ry commodities, with limited diversifica-
tion or growth-enhancing structural trans-
formation, resulting in fast depletion of 
natural capital and increased vulnerability 
to external shocks. Per capita GDP growth 
over the past decade has slowed down 
(averaging 3.3 percent), reflecting the sus-
tained high average population growth 
rate of 2.3 percent per annum. Ghana has 
also suffered from repeated episodes of 
macroeconomic instability, linked to elec-
tion-cycle overspending and commodity 
price volatilities and, more recently, an 
energy crisis and a weak financial sector. 
Over the past decade, the pace of poverty 
reduction has slowed, in large part reflect-
ing limited creation of productive jobs. 
Uneven regional distribution of social and 
physical infrastructure has increased spa-
tial disparities making it difficult for the 
poor to escape poverty. In 2016, the pov-
erty rate was 29.3 percent (using the lower
-middle-income threshold) and by 2019 
had fallen to 27.0 percent. However, the 
COVID crisis significantly impacted 
household welfare and poverty has 
jumped to 30.4 percent in 2020. Surveys 
administered in May-June 2020 suggest 

that three-quarters of households saw a 
decrease in their incomes, especially from 
self-employment, remittances, and private 
transfers. Ghana has suffered a slowdown 
in many services sectors, such as whole-
sale and retail trade and hospitality. The 
poverty and social effects are also being 
felt through loss of incomes in agriculture, 
particularly in the cocoa sector, and man-
ufacturing, despite public support pro-
grams. 
 
 

Recent developments 
 
Ghana’s economy contracted by 3.2 and 
1.1 percent in the second and third quar-
ters of 2020, respectively, pushing the 
country into a recession for the first time 
in 38 years. However, a modest growth of 
1.1 percent is estimated for the full year of 
2020 thanks to a strong 4.9 percent growth 
in Q1, at the onset of the COVID-19 crisis. 
The Government attempted to mitigate 
the pandemic’s impact on households and 
businesses by enacting the Corona Virus 
Alleviation Plan (CAP) and the medium-
term COVID-19 Alleviation and Revitali-
zation of Enterprises Support (CARES) 
program in mid-2020. But the low growth 
in 2020, coupled with high population 
growth, has pushed real per capita in-
comes 1 percent lower than in 2019. 
Government financing needs increased 
substantially during the pandemic, push-
ing the Government to resort to central 
bank financing, resulting in sharp increases 
in debt and debt service cost. Fiscal pres-
sures arose from costly financial sector 

GHANA 

FIGURE 1 Ghana / Real GDP growth and real sectoral growth 
rates  

FIGURE 2  Ghana / Actual and projected poverty rates and 
GDP per capita  

Sources: Ghana Statistical Service and World Bank. Source: World Bank. Notes: see Table 2. 

Ghana’s increasing dependence on com-

modities and limited structural transfor-

mation left it vulnerable to shocks. 

COVID-19 hit the economy in 2020, lead-

ing to a significant decline in per capita 

GDP for the first time since 2013 and to a 

rise in poverty. The government’s re-

sponse helped contain the crisis, but the 

fiscal deficit and public debt skyrocketed. 

Economic activity is expected to remain 

subdued until 2023, with recovery threat-

ened by a COVID-19 rebound and the 

recent Ebola outbreak in Guinea. 

Table 1 2020

Population, million 31 .1

GDP, current US$ billion 69.6

GDP per capita, current US$ 2239.4

International poverty rate ($1.9)
a 1 2.7

Lower middle-income poverty rate ($3.2)
a 29.3

Upper middle-income poverty rate ($5.5)
a 55.1

Gini index
a 43.5

School enro llment, primary (% gross)
b 1 04.8

Life expectancy at birth, years
b 63.8

(a) M ost recent value (201 6), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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reforms in 2018-2020 and the Energy Sec-
tor Recovery Program (ESRP), started in 
2019. The overall fiscal deficit, including 
energy and financial sector costs, was 
therefore already elevated at 7.6 percent of 
GDP in 2019 and the debt-to-GDP ratio at 
63.9 percent. The COVID-19 crisis and 
election related spending led to the sus-
pension of the fiscal rule and the fiscal 
deficit is estimated at 16.2 percent of GDP 
in 2020. While debt remains sustainable, 
the April 2020 Debt Sustainability Analy-
sis (DSA) concluded that Ghana remains 
at high risk of debt distress.  
Ghana’s current account deficit widened 
to 3.0 percent of GDP at the end of 2020 
from 2.9 percent in 2019, reflecting a lower 
trade surplus and higher services out-
flows. However, stronger remittance in-
flows and lower net investment income 
outflows, especially from the extractive 
sector, helped moderate the impact on 
reserves. The Ghana Cedi depreciated at a 
much slower rate of 3.9 percent against 
the US dollar in 2020, compared with 12.9 
percent in 2019. This reflected the im-
proved risk sentiment in the global finan-
cial market, increased inflows from min-
ing, remittances, and BOP support which 
helped ease demand pressures. 
Inflation has been kept in check in 2020, 
despite a slight acceleration at the end of 
the year. The year-on-year change of the 

Consumer Price Index was 10.4 percent in 
December, above the upper limit of the 
central bank’s target range of 6-10 percent, 
mainly due to higher food inflation. To 
minimize the pandemic’s impact on the 
economy and the banking sector, the Bank 
of Ghana (BoG) lowered the Monetary 
Policy Rate (MPR) by 150 basis points to 
14.5 percent, and reduced the Primary 
Reserve Requirements and the Capital 
Adequacy Ratio. Yet, net private credit 
growth slowed to 5.8 percent at the end of 
December 2020, sharply down from 23.8 
in December 2019. Overall, however, the 
banking sector’s performance remained 
strong during 2020.  

 

Outlook 

 
Ghana’s economy showed early signs of 
recovery in the second half of 2020 as 
business sentiments improved with the 
ending of the lockdowns. The economic 
contraction was smaller in Q3 than Q2, 
thanks to strong year-on-year perfor-
mance in the agriculture, manufacturing 
and tradable services sectors. The medium
-term negative impact of the pandemic on 
growth will continue to be felt through 
low external demand, low commodity 
prices, particularly of oil, and lower FDI 

and tourism receipts. However, continued 
recovery could spur growth to 1.4 percent 
in 2021 and further to 3.6 percent by 2023. 
With relative stability in the exchange rate 
and the central bank’s gradual return to a 
tighter monetary policy stance, inflation is 
expected to moderate to the central bank’s 
target range. The fiscal and current ac-
count balances are expected to improve 
only slowly over the medium term (see 
Table 2), largely reflecting adverse exter-
nal factors and a slow return to normalcy 
in domestic revenue mobilization. Against 
this backdrop of economic slowdown and 
new restrictions, poverty is likely to con-
tinue to rise in 2021 to 30.9 percent before 
declining as private consumption growth 
recovers. 
The two major short-to-medium term 
risks are health related. First, risks stem 
from the second pandemic wave already 
affecting some African countries with 
more virulent variants of the COVID vi-
rus. There has been a sharp rebound in 
cases in Ghana requiring further re-
strictions. A fast vaccine rollout could 
help mitigate this risk. Second, the Ebola 
outbreak in Guinea in mid-January poses 
significant health and economic risks for 
Ghana given the very porous land bor-
ders. Ghana’s fiscal position is also a ma-
jor risk factor with rising domestic and 
external debt, including Eurobonds. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 6.3 6.5 1.1 1.4 2.4 3.6

Private Consumption 9.4 4.2 -9.7 -0.3 4.1 4.1

Government Consumption 1.8 5.4 6.4 -11.0 -10.0 -10.1

Gross Fixed Capital Investment 13.2 -10.0 34.5 9.2 1.8 5.1

Exports, Goods and Services 10.3 6.7 -2.3 -3.2 1.0 1.0

Imports, Goods and Services 4.6 1.7 -2.3 -3.0 0.4 0.4

Real GDP growth, at constant factor prices 6.2 6.5 1.1 1.4 2.4 3.6

Agriculture 4.8 4.6 1.8 1.9 3.0 3.0

Industry 10.6 6.4 0.2 0.5 2.4 3.2

Services 2.7 7.6 1.6 2.0 2.2 4.4

Inflation (Consumer Price Index) 9.8 7.9 10.4 9.8 9.6 6.8

Current Account Balance (% of GDP) -3.1 -2.9 -3.0 -3.3 -3.1 -3.0

Fiscal Balance (% of GDP) -7.0 -7.6 -16.2 -12.1 -11.1 -10.7

Debt (% of GDP) 59.0 63.9 78.7 78.9 80.1 81.0

Primary Balance (% of GDP) -1.4 -1.9 -9.8 -4.5 -4.1 -3.8

International poverty rate ($1.9 in 2011 PPP)a,b 11.7 11.5 13.2 13.7 13.2 12.9

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 27.5 27.0 30.4 30.9 30.5 30.0

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 52.8 52.1 56.5 57.4 56.9 56.0

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 6-GLSS-VII. Actual data: 201 6. Nowcast: 201 7-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 6)  with pass-through = 0.7  based on private consumption per capita in constant LCU. 
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Key conditions and 
challenges 
 
Over the past five years, Guinea’s robust 
macroeconomic performance and growth 
has been supported by prudent fiscal 
management. However, the economy re-
mains undiversified, highly dependent on 
mining (15 percent of GDP) and agricul-
ture (25 percent of GDP). Mining (bauxite 
and gold) accounts for about 80 percent of 
exports, rendering the economy exposed 
to fluctuations in commodity prices Do-
mestic credit amounts to less than 10 per-
cent of GDP, reflecting the underdevelop-
ment of financial markets. Growth is also 
constrained by low investment levels and 
large infrastructure gaps. Tax revenues 
have been declining, after reaching a peak 
of 14.2 percent of GDP in 2016, mainly as a 
result of tax exemptions for the mining 
sector. The low rate of tax collection is a 
key constraint to development given the 
large infrastructure and social needs. 
Guinea’s human capital index (HCI) is 
below what would be predicted for its 
income level. Although income inequality 
is relatively low, gender gaps are wide-
spread across all dimensions, with a sub-
stantial divide in school enrollment, wag-
es, agricultural productivity, and political 
representation.  
COVID-19 has exacerbated existing eco-
nomic and social challenges, slowing pov-
erty reduction. It has also underscored the 
urgent need to enact deeper structural 
reforms to diversify the economy and 

promote a more inclusive growth model. 
Guinea is at moderate risk of external debt 
distress, but with limited space to absorb 
shocks. This assessments hinges on com-
mitments to maintain a prudent borrow-
ing plan, respecting the limits embedded 
in the December 2020 Debt Sustainability 
Analysis (DSA). Risks to the economic 
outlook remain skewed to the downside, 
particularly due to the evolution of the 
COVID-19 pandemic and a recent Ebola 
outbreak, with the distribution of vaccines 
being critical factor to address both.  
 
 

Recent developments 
 
Economic growth decelerated to 4.7 per-
cent in 2020, 1.8 percent in per capita terms, 
due to the COVID-19 pandemic. While 
mining production sustained growth in 
2020, the service sector is estimated to have 
grown only 0.4 percent due to declining 
activity in the hotel, restaurant and 
transport sectors. Investments in the min-
ing sector boosted bauxite production 
while higher gold prices bolstered artisanal 
gold exports. Inflation accelerated to 10.6 
percent in 2020, from 9.5 percent in 2019, 
with higher food prices partly due to sup-
ply disruptions and an increase in central 
bank financing to meet the larger fiscal 
deficit resulting from COVID-19 impact.  
The current account deficit narrowed to 
12.5 percent of GDP with higher mining 
exports compensating for higher imports 
of medicines, sugar, and intermediate and 
capital goods. Mining-related FDI contin-
ued to be the main source of external  

GUINEA 

FIGURE 1 Guinea / Fiscal revenues and expenditures  FIGURE 2  Guinea / Actual and projected poverty rates and 
real GDP per capita  

Sources: Guinean authorities; and World Bank staff projections.  Source: World Bank. Notes: see Table 2. 

Growth was resilient to the pandemic, 

slowing to 4.7 percent in 2020. Capital 

investment was reduced to contain the 

increase in the fiscal deficit, following 

Covid-19 measures. The fiscal and external 

deficits were supported by increased donor 

financing and improved terms of trade. 

Growth and poverty reduction are expected 

to recover, supported by sustained mining 

growth and a rebound in services. Down-

side risks include prolonged COVID-19 

and Ebola outbreaks, delayed vaccine 

rollouts, the slow pace of fiscal and struc-

tural reforms, and social unrest.  
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Table 1 2020

Population, million 1 3.1

GDP, current US$ billion 1 5.2

GDP per capita, current US$ 1 1 59.3

International poverty rate ($1.9)
a 36.1

Lower middle-income poverty rate ($3.2)
a 70.9

Upper middle-income poverty rate ($5.5)
a 92.5

Gini index
a 33.7

School enro llment, primary (% gross)
b 91 .5

Life expectancy at birth, years
b 61 .2

(a) M ost recent value (201 2), 201 1 PPPs.

(b) WDI for school enrollment (201 6); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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financing and declined to 10.7 percent of 
GDP in 2020. International reserves are 
estimated at 3.8 months of imports in 
2020.  
The overall fiscal deficit (including grants) 
widened to 2.7 percent of GDP in 2020, 
driven by two factors. First, at 11.4 percent 
of GDP in 2020, tax revenues reached its 
lowest level since 2011, due to tax exemp-
tions for mining projects and under the 
COVID-19 response plan, as well as weak 
tax administration. Second, subsidies to 
the public electricity utility, which had 
more than doubled in 2019, further in-
creased in 2020 because of electricity sub-
sidies offered under the COVID-19 re-
sponse plan, and reliance on expensive 
thermal technology. Under-executed capi-
tal expenditures partially offset higher 
current transfers and social spending to 
protect vulnerable households. The debt-
to GDP ratio increased to 39.1 percent of 
GDP in 2020.   
Projections based on GDP per capita 
growth suggest that extreme poverty inci-
dence has declined from 25 percent in 
2019 to 24 percent in 2020. This corre-
sponds to over 3.2 million people living in 
extreme poverty in 2020. While this indi-
cates that some of the extreme poor have 
been lifted out of extreme poverty, the 
COVID-19 pandemic has likely pushed 
part of the vulnerable population into 

poverty. Indeed, statistics from the 
COVID-19 household High-Frequency 
Phone Survey conducted in October-
November 2020 show that over 8 out of 10 
households experienced earning losses 
due to the COVID-19 pandemic with 
households receiving transfers and those 
owning nonfarm enterprises being the 
most affected. Non-monetary poverty – 
the Multidimensional Poverty Index – 
estimated at nearly 32 percent in 2018, 
remains high. 
 
 

Outlook 
 

Over the medium-term, mining-related 
infrastructure investment will continue to 
drive growth. Economic growth will accel-
erate to 5.5 percent in 2021 but will decline 
to 5.2 percent in 2022-2023 because of low-
er growth in the service sector. Public and 
private investment for infrastructure 
(energy and transport) will support the 
construction sector. Better provisioning of 
agriculture inputs and infrastructure in-
vestments should also improve agricultur-
al productivity. The implementation of 
structural reforms to strengthen govern-
ance and the business climate, as well as 
more reliable electricity provision, follow-
ing completion of the Souapiti hydropow-

er project in 2020, should attract private 
investments and support private sector 
development. Inflation is expected to re-
main high but decline gradually to 7.8 
percent by 2023.  
The external current account deficit is 
projected to increase to 14.8 percent of 
GDP in 2021, reflecting higher imports 
for infrastructure spending and other 
capital goods. The deficit is projected to 
decline thereafter, to 11.6 percent of GDP 
by 2023, with exports projected to grow 
faster than imports after completion of 
the dam. FDI inflows will meet over 70 
percent of financing requirements be-
tween 2021 and 2022, with long-term 
loans meeting the rest.  
The extreme poverty rate is projected to 
decrease to 23.4 percent in 2021 aligned 
with modest expected growth and will 
further decrease to 21.4 percent by 2023 
based on growth projections. However, 
according to results from the High-
Frequency Phone Survey, the impact of 
the COVID-19 pandemic on job and in-
come losses has not been subsiding. With 
the risk of a sustained negative impact of 
the COVID-19 pandemic combined with 
the Ebola outbreak, poverty reduction is 
likely to be undermined. The recovery of 
the service sector may support earnings 
and employment in urban areas. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 6.2 5.6 4.7 5.5 5.2 5.2

Private Consumption 3.8 5.4 3.5 3.2 1.4 1.4

Government Consumption -7.2 -6.3 42.9 -5.5 8.7 7.8

Gross Fixed Capital Investment 8.7 -8.4 16.5 40.9 7.1 7.6

Exports, Goods and Services 7.2 -0.6 8.9 6.0 5.6 5.6

Imports, Goods and Services 3.7 -9.5 26.9 8.6 3.6 3.6

Real GDP growth, at constant factor prices 6.7 6.5 4.7 5.5 5.2 5.2

Agriculture 5.4 4.8 3.1 3.9 4.4 4.4

Industry 6.4 8.0 11.3 8.6 7.8 7.8

Services 7.4 5.9 0.4 3.6 3.3 3.2

Inflation (Consumer Price Index) 9.8 9.5 10.6 8.0 7.9 7.8

Current Account Balance (% of GDP) -18.7 -13.7 -12.4 -14.7 -11.9 -11.5

Net Foreign Direct Investment (% of GDP) 11.0 12.9 10.5 7.2 8.0 8.3

Fiscal Balance (% of GDP) -1.1 -0.5 -2.7 -2.4 -2.3 -2.2

Debt (% of GDP) 37.4 33.1 39.1 41.7 42.1 41.0

Primary Balance (% of GDP) -0.3 0.0 -2.1 -1.5 -1.3 -1.3

International poverty rate ($1.9 in 2011 PPP)a,b 26.3 25.0 24.4 23.4 22.5 21.4

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 61.1 59.8 59.1 57.8 56.6 55.5

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 88.5 87.7 87.3 86.7 86.3 85.9

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 2-ELEP. Actual data: 201 2. Nowcast: 201 3-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 2)  with pass-through = 0.7  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Exports of raw cashew nuts, which ac-
count for 90 percent of merchandise ex-
ports, determine economic performance in 
Guinea-Bissau. Cashew production is dis-
persed among many smallholder farmers, 
whose income supports overall economic 
activity. Annual GDP grew 5.4 percent 
on average between 2015 and 2017 (3.2 
percent in per capita terms) as cashew 
prices reached record highs, but Guinea-
Bissau is structurally vulnerable to terms
-of-trade shocks and climate change 
risks. Raw cashew prices have been on a 
downward trajectory since 2018, adverse-
ly affecting economic growth, poverty, 
and government finances. Around 13 
percent of tax revenue is directly related 
to cashew nut exports. 
A small tax base and poor tax admin-
istration generate tax receipts of less 
than 10 percent of GDP. Deficient reve-
nue collection capacity has created a 
high dependency on indirect taxes 
which are mostly collected through cus-
toms procedures. The public wage bill 
corresponds to more than 50 percent of 
tax income, limiting public service pro-
vision and domestically financed capital 
expenditure. Primary deficits and exter-
nally financed infrastructure projects 
have led to considerable debt accumula-
tion and high debt servicing costs. How-
ever, the country’s infrastructure re-
mains in a dire state. 

Persistent political instability has taken a 
heavy toll on economic development and 
diversification. Policy uncertainty and 
poor business environment lay at the 
source of a practically missing industry 
sector, which combined with low diversi-
fication and productivity in the primary 
sector, keeps the country highly depend-
ent on food and capital imports. As 
COVID-19 has accentuated the urgent 
need for transformation, the Government 
drew a new development plan aiming to i) 
modernize public institutions, ii) acceler-
ate job creation iii) boost the productive 
sector and infrastructure iv) improve hu-
man capital and living conditions v) pro-
mote regional integration and vi) preserve 
biodiversity. Its success depends on 
strong political engagement and sufficient 
means of financing. 
 
 

Recent developments 
 
The pandemic struck at the onset of the 
annual cashew marketing season, which 
reduced external demand, causing farm-
gate prices to reach their lowest in 6 years. 
Strict lockdown measures affected the 
supply of goods and services, and in-
creased unemployment. Private consump-
tion and investment weakened, while 
public expenditure grew considerably, 
supported in part by the international 
community. Overall, GDP contracted by 
2.4 percent in 2020 (-4.7 percent in per 
capita terms).  
Tax receipts dropped 16.1 percent, but 
increased non-tax revenue, grants, and 

GUINEA-BISSAU 

FIGURE 1 Guinea-Bissau / Evolution of main economic  
indicators 

FIGURE 2  Guinea-Bissau / Actual and projected poverty 
rates and real GDP per capita 

Sources: Ministry of Finance and World Bank. Source: World Bank: see Table 2. 
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and a slump in tax income widened the 

fiscal deficit to 9.0 percent of GDP and 
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Table 1 2020

Population, million 2.0

GDP, current US$ billion 1 .4

GDP per capita, current US$ 71 4.9

International poverty rate ($1.9)
a 68.4

Lower middle-income poverty rate ($3.2)
a 85.4

Upper middle-income poverty rate ($5.5)
a 93.8

Gini index
a 50.7

School enro llment, primary (% gross)
b 1 1 8.7

Life expectancy at birth, years
b 58.0

(a) M ost recent value (201 0), 201 1 PPPs.

(b) WDI for school enrollment (201 0); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.
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debt service adjustments supported the 
fiscal space. High recurrent expenses, par-
ticularly health and social spending, and 
new infrastructure investments, signifi-
cantly increased total expenditure by 32 
percent. Thus, the overall fiscal deficit 
grew from 3.9 percent of GDP in 2019 to 9 
percent in 2020. High financing needs of 
10 percent of GDP, which includes the 
payments of arrears, were addressed with 
concessional borrowing and domestic 
lending, raising public debt to 78.4 percent 
of GDP. The latest Debt Sustainability 
Assessment (DSA) concluded that the risk 
of external and overall debt distress is 
high, but public debt is assessed as sus-
tainable on a forward-looking basis. 
The current account deficit worsened 
from 8.6 percent of GDP in 2019 to 10.1 
percent in 2020, driven by a drop of 22 
percent in export value of cashew nuts. 
Lower prices of oil imports were counter-
balanced by high import prices for rice, 
the main staple food. 
Guinea-Bissau’s monetary and exchange 
rate policies are managed by the Central 
Bank of West African States (BCEAO), 
which maintains a fixed peg between the 
CFA Franc and the Euro. Its reserves 
reached an estimated 5.5 months of im-
ports in 2020 due to large donor support 
and reduced imports during the pandem-
ic. Between March and October 2020, the 

REER appreciated by 6.4 percent y/y, re-
flecting the nominal appreciation of the 
Euro against the USD. To support regional 
economy and COVID-19 related extra 
spending, the BCEAO announced a set of 
monetary and macroprudential measures 
since March 2020, including policy rate 
cut and extended refinancing operations 
of the 3-month COVID-19 bonds. Inflation 
accelerated from 0.3 percent in 2019 to 1.5 
percent in 2020, reflecting increased food 
prices (+3.5 percent) as a result of disrup-
tion in international trade and national 
supply channels.  
Poverty measured using $1.90 internation-
al poverty line increased from 63.8 to 66.2 
percent between 2019 and 2020 corre-
sponding to an augmentation of the num-
ber of poor by around 75,000 people.  
 
 

Outlook 
 

Based on a subsiding of the COVID-19 
pandemic around mid-2021, a gradual 
recovery of the international cashew mar-
ket and higher investments, GDP growth 
is set to reach 3 percent in 2021 and in-
crease to 5 percent until 2023.  
Fiscal consolidation is set to bolster the 
medium-term debt sustainability. Better 
tax administration, increased tax rates, 

and efforts to broaden the tax base shall 
substantially increase revenue in 2021. 
Prudent current spending, including on 
the public wage bill, will limit the fiscal 
deficit to 5.1 percent of GDP in 2021. Over 
a term of 5 years, the fiscal deficit is set to 
narrow to 3 percent and the debt ratio to 
70 percent of GDP, in line with the 
WAEMU convergence criteria.  
Due to the country’s high import depend-
ence, the trade balance will remain in a 
large deficit over the medium term, de-
spite an increase in cashew exports. In-
creased foreign aid inflows are set to nar-
row the current account deficit to 6.4 per-
cent in 2021. 
The outlook is subject to high downside 
risks, including lower cashew nut prices 
and a more prolonged fallout from the 
COVID-19 pandemic, as a vaccination 
program may be delayed. The country’s 
fragile socio-economic context may in-
crease social tensions, which could trigger 
a renewed political instability, or hinder 
the authorities’ commitment to macroeco-
nomic stability and prudent fiscal policies.  
The economic recovery is expected to 
maintain the poverty rate around 66 per-
cent in 2021. Poverty will gradually de-
cline from 2021 and will stand at 63.8 per-
cent in 2023, accompanied by a decrease 
of the number of poor by about 22,000 
people.   

TABLE 2  Guinea-Bissau / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.4 4.5 -2.4 3.0 4.0 5.0

Private Consumption -0.5 1.4 -3.8 2.1 2.3 3.5

Government Consumption 5.1 16.6 9.0 2.4 2.7 4.0

Gross Fixed Capital Investment 7.6 33.8 9.6 4.7 8.0 6.9

Exports, Goods and Services 14.4 8.7 -14.6 10.1 10.4 10.2

Imports, Goods and Services -8.5 14.1 -3.0 5.0 5.1 5.3

Real GDP growth, at constant factor prices 3.4 4.5 -2.4 3.0 4.0 5.0

Agriculture 3.4 5.8 -0.8 4.1 4.3 5.1

Industry 5.7 4.2 -0.7 2.9 4.8 6.1

Services 2.7 3.5 -4.3 2.1 3.5 4.6

Inflation (Consumer Price Index) 0.4 0.3 1.5 2.0 2.0 2.0

Current Account Balance (% of GDP) -3.6 -8.6 -10.1 -6.4 -5.4 -4.4

Fiscal Balance (% of GDP) -4.9 -3.9 -9.0 -5.1 -3.6 -3.4

Debt (% of GDP) 59.2 66.9 78.4 78.4 76.7 74.3

Primary Balance (% of GDP) -4.3 -2.6 -7.5 -2.7 -1.1 -1.1

International poverty rate ($1.9 in 2011 PPP)a,b 64.9 63.8 66.2 65.8 65.2 63.8

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 83.1 82.9 83.9 83.7 83.4 82.9

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 92.7 92.5 93.1 93.0 92.8 92.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 0-ILAP-II. Actual data: 201 0. Nowcast: 201 1-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 0)  with pass-through = 0,87  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Buoyed by increased public spending, the 
Kenyan economy experienced robust GDP 
growth over the past decade, averaging 
5.8 percent, elevating Kenya to a middle-
income country and catalyzing a signifi-
cant reduction in the poverty level. Gov-
ernment consumption and investment 
accounted for almost a quarter of this 
strong growth performance, reflecting an 
ambitious development agenda that in-
cluded plugging the large infrastructure 
gap and implementing devolution. How-
ever, this has resulted in increasing fiscal 
deficits (from 3.5 percent of GDP in 
2010/11 to 7.8 percent of GDP in 2019/20) 
and public debt accumulation (from 43.1 
percent of GDP in 2010/11 to 65.8 percent 
of GDP in 2019/20), as expenditure growth 
outpaced revenue mobilization.  
The COVID-19 pandemic reversed some of 
the earlier gains in poverty reduction 
through a decline in job opportunities, low-
er earnings and closure of household-run 
businesses. The unemployment rate in-
creased to a four-year high of 10.4 percent 
in June 2020. Many wage workers, especial-
ly women, faced reduced working hours 
and wages. With schools closed, the pan-
demic caused a decline in access to educa-
tion and exacerbated pre-existing educa-
tion disparities for poor children. COVID-
19 also constrained access to health services 
due to the unavailability of consulting doc-
tors and long waiting times. 

The pandemic-induced economic contrac-
tion has intensified fiscal pressures as the 
government refocused its attention on 
mitigating the economic and social toll of 
the pandemic. The planned fiscal consoli-
dation was paused. Even as the crisis 
weakened revenues, the government in-
creased spending and cut taxes to cushion 
the impact of COVID-19 on households 
and businesses. Although it is evident that 
the pandemic has increased unemploy-
ment and poverty, policymakers face high 
uncertainty in navigating the economy out 
of the pandemic as the future course of the 
virus, both globally and in Kenya, and its 
full economic and social impact remains 
unclear. 
 
 

Recent developments 
 
Kenya’s real GDP contracted by an esti-
mated 0.3 percent in 2020. The pandemic 
disrupted international trade and travel, 
sharply cutting exports of cut flowers and 
tourism. Meanwhile, domestic contain-
ment measures curtailed services activi-
ties—notably education (most institutions 
were closed between March and Decem-
ber), but also transport, trade, and hospi-
tality services—and businesses slashed 
investment spending. Strong growth in 
agriculture cushioned the economic im-
pact of the pandemic. High-frequency 
indicators suggest the economy began to 
recover in the fourth quarter of 2020, with 
the Purchasing Manager Index showing 
steady business activity expansion 
through early 2021, consistent with the 

KENYA 

FIGURE 1 Kenya / Projected fiscal deficit before and after 
COVID-19  

FIGURE 2  Kenya / Actual and projected poverty rates and 
real private consumption per capita 

Sources: The National Treasury, 2021 Budget Policy Statement. Source: World Bank. Notes: see Table 2. 

Kenya’s real GDP is estimated to have 

contracted by 0.3 percent in 2020 as the 

COVID-19 pandemic took a heavy toll on 

the economy. Nonetheless, ongoing policy 

responses to the crisis and reopening of 

the economy are leading to a moderate 

recovery. Recent gains in poverty reduc-
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Table 1 2020

Population, million 53.8

GDP, current US$ billion 1 02.7

GDP per capita, current US$ 1 91 0.4

International poverty rate ($1.9)
a 37.1

Lower middle-income poverty rate ($3.2)
a 66.5

Upper middle-income poverty rate ($5.5)
a 86.6

Gini index
a 40.8

School enro llment, primary (% gross)
b 1 03.2

Life expectancy at birth, years
b 66.3

(a) M ost recent value (201 5), 201 1 PPPs.

(b) WDI for school enrollment (201 6); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.
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recovery in working hours and wages 
from the rapid response phone surveys.  
In response to the crisis, the government 
implemented supportive fiscal and mone-
tary policies. The Central Bank of Kenya 
reduced the policy rate by 125bps and the 
cash reserve ratio by 100bps; introduced 
flexibility in loan repayments, loan provi-
sioning, and classification as well as sus-
pending negative credit listing; and en-
hanced digital finance to reduce cash 
transactions and facilitate online transac-
tions. Meanwhile, the government in-
creased expenditures—to support the 
healthcare system, protect the most vul-
nerable households, and support firms—
and provided tax relief (including lower-
ing VAT and corporate tax rates). As a 
result, the fiscal deficit edged up to 7.8 
percent of GDP in 2019/20, compared with 
6.0 projected before COVID-19, and gov-
ernment debt rose to 65.8 percent of GDP.  
The international poverty rate has risen to 
34.1 percent in 2020 from 33.9 percent in 
2019 due to the impact of COVID-19, 
based on simulations using the relation-
ship between real GDP growth and pov-
erty. However, estimates based on rapid 
response phone surveys indicate poverty 
rose substantially higher, particularly 
amongst urban households. This led to a 
new group of poor, which are more often 

involved in services and—on average—
are younger and better educated. 

 

Outlook 
 
The economy is expected to rebound in 
2021, although uncertainty remains elevat-
ed. Aided by a projected recovery in pri-
vate consumption and the reopening of 
education institutions, growth will recov-
er to 4.5 percent in 2021 and remain at 5.3 
percent on average over 2022–23. Mer-
chandise exports are expected to acceler-
ate in 2021, supported by global economic 
upturn, but a full recovery in services ex-
ports (mainly tourism) is unlikely until 
2022. The current account deficit is pro-
jected to widen over the medium-term as 
imports strengthen on the back of domes-
tic economic recovery.  
The baseline assumes that policymakers 
continue gradually normalizing the ex-
traordinary measures adopted in the wake 
of COVID-19 as economic conditions im-
prove. Since January 2021, the Credit Ref-
erence Bureau resumed listing loan de-
faulters, measures to encourage mobile 
money usage expired, and pre-pandemic 
tax rates (income tax and VAT) were re-
stored. Subsequently, increased domestic 

revenue mobilization and contained ex-
penditure are expected to reduce public 
debt accumulation in the medium term.  
This baseline outlook also assumes timely 
mass availability of COVID-19 vaccines 
(expected in 1H2021) and the absence of a 
new wave of rising infections that would 
necessitate widespread containment 
measures. Delayed vaccination, fiscal slip-
pages, adverse weather conditions, and 
more severe global recession could chal-
lenge the projected recovery in the medi-
um term. Realization of these downside 
risks could result in lower average growth 
of 3.7 percent in 2021-22.  
With the recovery from COVID-19, pov-
erty is expected to continue its pre-COVID
-19 downward trend with a likely decline 
of slightly under one percentage point per 
year. However, this will require imple-
mentation of recovery programs to ensure 
Kenya resumes the pace of poverty reduc-
tion prior to COVID-19. Besides, invest-
ments into inclusive policy interventions 
like raising agricultural productivity, cre-
ating private sector jobs, and maintaining 
and enhancing safety net programs is 
needed to sustainably reduce poverty in 
the future. 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 6.3 5.4 -0.3 4.5 4.7 5.8

Private Consumption 6.5 5.0 1.3 5.1 5.2 6.1

Government Consumption 5.6 4.9 5.2 4.8 4.0 3.1

Gross Fixed Capital Investment 1.3 2.4 -3.3 4.2 4.3 7.4

Exports, Goods and Services 3.9 -0.2 -0.1 3.2 6.0 6.3

Imports, Goods and Services 2.5 -2.0 -0.6 5.6 6.2 6.5

Real GDP growth, at constant factor prices 6.3 5.5 -0.3 4.5 4.7 5.8

Agriculture 6.0 3.6 6.4 4.8 4.9 5.2

Industry 5.5 4.6 3.6 3.9 4.5 5.4

Services 6.7 6.7 -4.4 4.6 4.7 6.2

Inflation (Consumer Price Index) 4.7 5.2 5.3 5.4 5.6 5.6

Current Account Balance (% of GDP) -5.7 -5.8 -4.8 -5.2 -5.3 -5.5

Net Foreign Direct Investment (% of GDP) 1.7 1.1 0.3 0.5 1.1 1.3

Fiscal Balance (% of GDP) -7.5 -7.7 -8.3 -8.1 -6.6 -4.9

Debt (% of GDP) 60.8 62.7 67.2 69.0 68.7 66.6

Primary Balance (% of GDP) -2.8 -3.3 -4.1 -3.9 -2.4 -1.1

International poverty rate ($1.9 in 2011 PPP)a,b 34.5 33.9 34.1 33.5 32.9 32.1

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 65.2 64.9 65.0 64.7 64.4 63.9

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 85.9 85.7 85.8 85.6 85.4 85.2

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 2005-IHBS and 201 5-IHBS. Actual data: 201 5. Nowcast: 201 6-2020. Forecast are from 2021  to  2023.

(b) Projection using annualized elasticity (2005-201 5)   with pass-through = 1 based on private consumption per capita in constant LCU. 
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Key conditions and 
challenges 
 
Lesotho has been experiencing slow 
growth and persistent inequality which 
have been exacerbated overtime by envi-
ronmental-related shocks, political insta-
bility and decelerated economic growth. 
Inevitable spillovers from the South Afri-
can economy, especially due to high prev-
alence of COVID-19 and unsolved struc-
tural impediments to growth in South 
Africa such as electricity shortages, contin-
ue to pose challenges to Lesotho. The pan-
demic has worsened the already dire eco-
nomic performance in South Africa, and 
this is expected to spillover to Lesotho 
through the lower SACU receipts and 
remittances. The public debt levels have 
also been on an increase largely due to 
higher borrowing associated with the poli-
cy responses due to COVID-19. 
The pandemic is unfolding in a context of 
high poverty and unemployment. About a 
third of the population still lives on less 
than US$1.90/person/day (in 2011 PPP 
terms). Poverty is concentrated in rural 
regions which tend to have poorer access 
to basic infrastructure and services. Fur-
ther, rural communities are more vulnera-
ble to climatic shocks which contribute to 
erratic and generally low productivity in 
agriculture, a sector that is a source of 
livelihoods for most of the rural popula-
tion. The pandemic has worsened eco-
nomic vulnerability and food insecurity in 
the country. Unemployment rate has been 

high even before COVID-19 at 22.5 per-
cent in 2019 (strict definition), rising to 
38.3 percent (when the expanded defini-
tion is used). 
  

Recent developments 
 
The economy was already in recession 
even before the advent of COVID-19. Real 
GDP contracted by 1.2 percent and 0.4 
percent in 2018 and 2019, respectively. It 
further contracted by 1.8 percent in the 
first quarter of 2020 before any COVID-19 
case was reported in the country. The first 
positive COVID-19 case was reported in 
May 2020 and economic growth contract-
ed by 15.7 percent in the second quarter of 
2020, consequent to nationwide lockdown 
implemented in late March that brought 
the economy to a halt. All economic sec-
tors, except for agriculture, information 
and communication, real estate, education 
and health contracted in the second quar-
ter of 2020. Mining contracted by 44 per-
cent and manufacturing by 29 percent 
mainly due to weak global demand. While 
hospitality sector and, wholesale and re-
tail contracted by 51 percent and 38 per-
cent, respectively, in the second quarter of 
2020.  
On average, annual inflation rate regis-
tered 5.0 percent in 2020 compared with 
5.2 percent in 2019 largely due to higher 
food and energy prices, amidst supply-
demand challenges imposed by closure 
of borders and domestic lockdown 
measures during 2020.  The year-on-year 
inflation rate has accelerated to 5.4  

LESOTHO 

FIGURE 1 Lesotho / Growth of real GDP at factor cost and 
contributions to real GDP growth 

FIGURE 2  Lesotho / Actual and projected poverty rates and 
real GDP per capita 

Sources: WDI and staff estimates.  Source: World Bank. Notes: see Table 2.  

Economic growth continues to remain 

subdued driven by the negative effects of 

the COVID-19 pandemic and floods in 

early 2021. The economy is expected to 

rebound and grow by 2.9 percent in 2021 

mainly due to the recovery in construc-

tion, mining and manufacturing. Poverty 

is estimated to have increased to 31.2 per-

cent in 2020, up from 28.5 percent in 

2019, using the international poverty 

line. Rural population with food insecuri-

ty increased from 18 percent to 30  

percent.  
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Table 1 2020

Population, million 2.1

GDP, current US$ billion 2.1

GDP per capita, current US$ 958.1

International poverty rate ($1.9)
a 27.2

Lower middle-income poverty rate ($3.2)
a 49.9

Upper middle-income poverty rate ($5.5)
a 73.2

Gini index
a 44.9

School enro llment, primary (% gross)
b 1 20.9

Life expectancy at birth, years
b 53.7

(a) M ost recent value (201 7), 201 1 PPPs.

(b) WDI for school enrollment (201 7); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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percent in January 2021. The current ac-
count deficit narrowed from 4.1 percent 
of GDP in 2019 to 3.6 percent in 2020 as 
exports of goods and services declined 
faster than imports of goods and ser-
vices, as well as higher SACU revenue 
inflows since April 2020 and it is ex-
pected to widen further in the medium-
term. The Central Bank of Lesotho (CBL) 
eased the monetary policy stance by re-
ducing the policy rate by a cumulative 
275 basis points from March to July 2020 
to react to the COVID-19 shock. The fis-
cal deficit is expected to narrow to 3.7 
percent of GDP in 2020 largely due to 
higher SACU inflows and widen in the 
medium-term. Health and social-related 
expenditure are expected to rise in line 
with COVID-19 mitigation measures, 
while capital expenditure is expected to 
decline due to reallocation.  
The poverty rate is estimated to have in-
creased from 28.5 percent in 2019 to 31.2 
percent in 2020, using the US$1.90/person/
day (in 2011 PPP terms) international pov-
erty line. COVID-19-related lockdown 
measures have had a negative shock to the 
labor market, resulting in job and income 
losses with the effects concentrated in 
urban areas. Rural population with food 
insecurity increased from 18 percent in 
2018 to 30 percent in 2020, while urban 
population with food insecurity increased 

from 9.2 percent to 13.3 percent. Re-
mittances have also fallen due to the glob-
al economic slowdown, especially in 
South Africa. Food insecurity is high: the 
findings from the COVID-19 Socio-
Economic Impact on Household Survey 
conducted by the Bureau of Statistics 
(BOS) estimate 21.1 percent of the popula-
tion to have been affected by severe food 
insecurity in June 2020, and this stagnated 
at 20.9 percent in September 2020.    

 

Outlook 
 

Economic growth is expected to rebound 
to 2.9 percent in 2021 and gradually re-
cover to 3.1 percent in 2022. Agriculture 
is expected to grow moderately in the 
medium term as agricultural subsidies 
and good rains are expected to contribute 
to crop production. Furthermore, medici-
nal cannabis farming as well as horticul-
ture farming projects are also expected to 
provide impetus to grow. The projected 
recovery in the medium-term is set to be 
led by a rebound in the manufacturing, 
construction and mining activities. The 
construction activities associated with 
the second phase of Lesotho Highlands 
Water Project (LHWP-II) have already 
started in the first half of 2021, and these 

are expected to have a positive impact on 
growth. Services are also expected to add 
impetus to the growth momentum over 
the medium-term.  
Inflation is expected to follow develop-
ments in the regional food and energy 
prices due to supply-demand challenges 
imposed by restricted movements and 
closure of borders and will accelerate 
steadily to 5.5 percent by 2023. Uncertain-
ties surrounding the efficacy, affordability 
and timeliness of COVID-19 vaccines con-
tinue to pose a huge risk to macroeconom-
ic outlook. The recovery of exports and 
overall economic growth largely depends 
on external demand conditions as well as 
the re-opening of the global economy. The 
recession in the neighboring South Afri-
can economy is expected to dampen Leso-
tho’s growth outlook through various 
channels, such as reduced SACU receipts 
and lower remittances. 
Economic recovery will be accompanied 
by declining poverty rate but will remain 
higher than in 2019. The US$1.90/person/
day (in 2011 PPP terms) poverty rate is 
project to fall slightly to 30.5 percent in 
2021 and further to 29.6 percent in 2022.  
The scaling up of government social assis-
tance programs is expected to cushion the 
adverse impacts of COVID-19 pandemic. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices -1.2 -0.4 -5.8 2.9 3.1 3.2

Private Consumption -18.4 -2.5 1.1 1.3 1.2 1.8

Government Consumption -1.9 7.8 -10.3 7.5 0.7 4.0

Gross Fixed Capital Investment -24.1 0.4 -4.1 -2.4 25.8 17.2

Exports, Goods and Services -2.3 -10.8 -9.2 6.3 3.6 3.2

Imports, Goods and Services -13.1 -1.4 -2.8 3.3 5.4 5.8

Real GDP growth, at constant factor prices -1.2 -0.4 -5.8 2.9 3.1 3.2

Agriculture -12.0 5.5 2.3 3.6 3.2 3.2

Industry 3.7 -1.3 -15.7 7.5 8.2 8.2

Services -1.2 -0.4 -5.8 2.9 3.1 3.2

Inflation (Consumer Price Index) 4.0 5.2 5.0 5.2 5.4 5.5

Current Account Balance (% of GDP) -2.3 -4.1 -3.6 -8.1 -10.5 -11.7

Net Foreign Direct Investment (% of GDP) 1.4 1.3 1.3 1.4 1.3 1.3

Fiscal Balance (% of GDP) -0.1 -6.7 -3.7 -10.8 -9.6 -9.7

Debt (% of GDP) 44.5 47.9 65.4 69.1 74.3 72.9

Primary Balance (% of GDP) 0.9 -6.0 -3.5 -10.4 -9.4 -9.4

International poverty rate ($1.9 in 2011 PPP)a,b 28.0 28.5 31.2 30.5 29.6 28.5

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 50.5 50.8 53.1 52.4 51.4 50.8

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 73.8 74.1 76.3 75.9 75.1 74.1

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 7-CM SHBS. Actual data: 201 7. Nowcast: 201 8-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 7)  with pass-through = 0.87  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Liberia’s economy is undiversified and 
highly reliant on primary commodity ex-
ports and therefore vulnerable to shocks, 
which continue to pose macroeconomic 
challenges. The economy contracted for 
the second year in a row in 2020 due to the 
adverse impact of the COVID-19 pandem-
ic. Limited fiscal space from low domestic 
resources mobilization and a relatively 
high wage bill continue to constrain pub-
lic investments in key sectors, including 
agriculture, infrastructure, education, and 
health thus keeping GDP growth below 
the population growth. Extreme poverty 
incidence increased to pre-2012 levels dur-
ing the two consecutive years (2019-20) of 
economic contraction and is projected to 
peak at 52.1 percent in 2021. Poverty re-
duction is expected to resume from 2022 
onwards, but the recent shocks have set 
progress back by 5 years.   

The COVID-19 pandemic has adversely 
impacted economic and social outcomes. 
Two-thirds of households reported in-
come loss and dire food situation accord-
ing to the High Frequency Phone Monitor-
ing Survey Report (HFPMS) launched in 
August 2020. In the wake of the COVID-
19 pandemic, the deadly Ebola Virus Dis-
ease (EVD) that severely affected lives and 
livelihood in Liberia (2014-2015) has resur-
faced in neighboring Guinea. With the 
relatively porous borders, there is a high 

risk of spread into Liberia with the accom-
panying fiscal pressures as government 
activates it preparedness and response 
plan. Meanwhile, the financial sector has 
faced consistent shortage of Liberian dol-
lars, partly due to high inflation rates 
since 2018. 

 

Recent developments 
 
The COVID-19 pandemic and related con-
tainment measures adversely impacted 
economic activity during most of 2020. 
Following the lifting of lockdown 
measures in the second half of 2020, eco-
nomic activity has picked up in most of 
the productive sectors of the economy. 
With the notable exception of the mining 
sector, which experienced an 8.1 percent 
(y/y) reduction in iron ore production, 
output in other productive sectors of the 
economy increased significantly during 
the second half of 2020, reflecting an in-
crease in domestic and external demand. 
Rubber output increased by 6.9 percent (y/
y) in the second half of 2020, as operations 
resumed in the sector amid favorable in-
ternational prices. Gold output increased 
by 19.5 percent (y/y) despite the recent 
decline in international prices. Production 
of cement and beverages rose by 55.8 per-
cent (y/y) and 29.0 percent, respectively, 
indicating increased activities in the con-
struction and other services sector as lock-
down measures were lifted. Business sen-
timent also improved with about 70.6 per-
cent of firms having positive expectations 
for sales and 6.1 percent anticipating an 

LIBERIA 

FIGURE 1 Liberia / Real GDP growth and sectoral contribu-
tion to real GDP growth  

FIGURE 2  Liberia / Actual and projected poverty rate and 
real private consumption per capita  

Sources: World Bank staff calculations based on IMF and CBL data. Source: World Bank. Notes: see table 2. 

Liberia’s economy is expected to recover 

in 2021 as economic activity picks up 

following the lifting of lockdown measures 

in the second half of 2020. Real GDP is 

projected to expand by 3.3 percent in 

2021 and rise to an average of 4.4 percent 

during 2022-23. Headline inflation is 

expected to moderate to single digits on 

the back of a tight monetary policy stance. 

The outlook assumes high uncertainty 

and downside risks around COVID-19 

and the likely resurgence of Ebola.  
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Table 1 2020

Population, million 5.1

GDP, current US$ billion 2.9
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a 44.4
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a 35.3
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increase in workforce according to the 
HFPMS concluded in December 2020.  
Headline inflation declined significantly 
reaching 17.4 percent in 2020, down from 
27.0 percent in 2019. Food and non-food 
inflation fell to 15.7 percent and 11.5 per-
cent, respectively in December 2020, from 
23.0 percent and 18.6 percent a year ago. 
The moderation in inflation was due to 
the Central Bank of Liberia (CBL) tight 
monetary policy stance in 2020, weak eco-
nomic activity, and lower international oil 
prices. Despite sharply lower international 
oil prices, fuel prices in Liberia fell only 
slightly due to the introduction of an ex-
cise tax to boost revenue collection. 
The fiscal deficit narrowed to 3.7 percent 
of GDP in FY2020, from 6.1 percent in 
FY2019. The FY2021 budget of US$570 
million was approved in October 2020 and 
a mid-year review of fiscal operations 
showed public expenditure within the 
limits of the revenue collected. Revenue 
collection amounted to 9.8 percent of 
GDP, while cash expenditure amounted to 
8.5 percent of GDP, reflecting a fiscal sur-
plus on a cash basis. Liberia’s current ac-
count deficit narrowed to 20.5 percent of 
GDP in 2020 due mainly to an improve-
ment in the trade balance as a result of 
increased iron ore and gold exports. The 
improvement in the trade balance and rise 
in net remittances inflows helped support 

the relative stability in the L$/US$ ex-
change rate in 2020. Gross official reserves 
rose to US$326 million, equivalent to 2.5 
months of imports in 2020, up from 
US$292 million, equivalent to 2.3 months 
of imports in 2019 due to increased donor 
support.  

 
Outlook 

 
Liberia’s economy is expected to recover 
and return to a relatively strong growth 
path over the medium term. Output is set 
to expand by 3.3 percent in 2021 and rise 
to an average of 4.4 percent during 2022-
23 as economic activity picks up in the 
productive sectors, especially mining, 
agriculture and construction. The headline 
inflation rate is expected to moderate fur-
ther to single digit in 2021 as the CBL 
maintains its tight monetary policy stance 
to contain inflation. Annual average infla-
tion rate is expected to decline to 9.8 per-
cent in 2021 and further to 5.5 percent by 
2023. 
The fiscal deficit is projected to narrow to 
2.9 percent of GDP in FY2021, and fur-
ther to 2.0 percent of GDP by FY2023 as 
revenues improve and the Government 
maintains its tight expenditure controls. 
However, Liberia’s external position is 

expected to deteriorate in 2021 as import 
demand rises faster than export growth. 
The current account deficit is projected to 
widen to 22.3 percent of GDP in 2021, and 
further to 22.8 percent of GDP in 2023.  
The outlook assumes high levels of uncer-
tainty around the evolution of the COVID-
19 crisis and the evolving Ebola situation, 
with risks tilted to the downside. The re-
surgence of the COVID-19 pandemic and 
its likely impact on external demand and 
global and domestic supply chains; de-
layed access to vaccines, as well as low 
confidence and unaddressed vulnerabili-
ties in the financial sector could under-
mine economic recovery, increase poverty, 
and weaken Liberia’s fiscal and external 
balances. An outbreak of Ebola in Liberia 
will only heighten these risks and uncer-
tainties.  
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 1.2 -2.3 -2.9 3.3 4.2 4.7

Private Consumption 6.0 -2.8 -1.9 1.1 8.6 8.6

Government Consumption -4.3 4.0 -11.6 1.0 -8.5 -16.6

Gross Fixed Capital Investment -13.6 -4.3 0.2 7.6 2.9 6.0

Exports, Goods and Services -0.3 1.6 -10.2 1.0 1.6 1.6

Imports, Goods and Services -13.8 0.4 -7.4 1.3 3.1 3.1

Real GDP growth, at constant factor prices 1.2 -2.3 -2.9 3.3 4.2 4.7

Agriculture -0.2 0.4 5.3 3.5 3.0 3.0

Industry 20.0 5.2 0.6 5.2 5.3 5.7

Services -4.6 -7.9 -12.1 2.0 4.9 5.8

Inflation (Consumer Price Index) 20.4 27.0 17.4 9.8 7.0 5.5

Current Account Balance (% of GDP) -23.5 -22.1 -21.1 -22.3 -22.5 -22.8

Fiscal Balance (% of GDP) -4.8 -6.1 -3.7 -2.9 -2.9 -2.0

Debt (% of GDP) 40.3 52.5 56.6 62.0 64.5 64.0

Primary Balance (% of GDP) -4.2 -5.4 -2.3 -1.8 -0.7 0.1

International poverty rate ($1.9 in 2011 PPP)a,b 44.9 48.2 51.2 52.1 48.1 44.4

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 6-HIES. Actual data: 201 6. Nowcast: 201 7-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 6)  with pass-through = 1  based on private consumption per capita in constant LCU. 



252 MPO Apr 21 

Key conditions and 
challenges 
 
Broad-based development in Madagascar 
remains hindered by a combination of 
inadequate infrastructure, weak human 
capital, poor governance, and a high de-
gree of exposure to political unrests and 
weather-related shocks. However, when 
political stability prevails, a segment of 
the private sector has been able to prosper 
and support growth.  
Following the 2009-13 political crisis, the 
economy has been recovering with GDP 
growth reaching a decade-high of 4.4 per-
cent in 2019. The resumption of external 
aid, reopening of access to international 
preferential market, and incremental re-
forms in public financial management and 
business environment have supported the 
recovery. The competitiveness of labor 
cost and availability of vast arable land 
are among factors that attracted private 
investment in export-oriented activities 
such as agribusinesses, IT outsourcing, 
and apparel. Investments have been ac-
companied by formal job creation in in-
dustry and services but at a pace insuffi-
cient to absorb much of the 75 percent of 
total workforce that are employed in agri-
culture and mostly located in rural areas.  
The Covid-19 crisis has halted the recov-
ery momentum, plunging the country into 
its deepest recession since 2009. As a re-
sult, the recent trend of poverty reduction 
was halted, and the prevalence of poverty 
rose by 3.5 percentage points to 80 

percent from 2019 to 2021. The evolution 
of the pandemic and the response of the 
government as well as the trend of recov-
ery among main export destinations will 
shape the near-term outlook and create an 
unusually high degree of uncertainty 
around projections. In the short term, the 
key challenges lie in the preservation of 
lives and livelihoods by reinforcing the 
health sector response and expanding 
social protection and private sector sup-
port programs. Alongside, more transpar-
ent management of public resources and 
continued reliance on concessional financ-
ing for public debt are needed to preserve 
fiscal sustainability. Over the medium-
term, sustained growth will require the 
mobilization of domestic resources, re-
forms to stimulate private investment and 
job creation, leapfrog the digitalization of 
the economy, and boost agricultural 
productivity  
 
 

Recent developments 
 
The impact of the Covid-19 crisis on the 
Malagasy economy is more severe than 
previously projected. The continued clo-
sure of international borders, the recession 
in main export markets, and a collapse in 
private investment have resulted in a re-
cession estimated at –4.2 percent in 2020, 
which is 3 percentage points lower than 
the October 2020 projection. The Covid-19 
outbreak has primarily affected export-
oriented activities. Revenues from export 
of goods contracted by 20 percent in 2020 
compared to 2019 and tourist arrivals  

MADAGASCAR 

FIGURE 1 Madagascar / Real GDP growth scenarios FIGURE 2  Madagascar / Actual and projected poverty rates 
and real GDP per capita 

Source: World Bank. Source: World Bank. Notes: see Table 2. 

The Covid-19 crisis has plunged the Mal-

agasy economy into its deepest recession 

in over a decade. A rebound in external 

demand and the resumption of domestic 

investments are expected to support a 

gradual recovery starting in the second 

half of 2021. The evolution of the pandem-

ic and how the government responds to it 

will define the pace of this recovery. A 

return onto its pre-crisis poverty reduc-

tion trend is conditional on the country 

staging a growth spurt from 2022onward.  
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declined by more than 80 percent, result-
ing in a widening of the current account 
deficit to 4 percent of GDP. In addition, 
domestic demand has been dampened by 
income losses caused by lockdown and a 
sharp drop in private investment. In June 
2020, an estimated 64.4 percent of house-
hold surveyed reported a decline in their 
income due to social distancing measures 
and 7.7 percent contraction in employ-
ment has been recorded. A small recovery 
in employment has been observed to-
wards the end of the year. Against this 
background, the poverty rate is estimated 
to have risen to 79.7 percent in 2020, up 
from 76.5 percent in 2019, sending approx-
imately another 1.4 million people under 
the international poverty line of $1.90/
capita/day (in 2011 PPP).  Urban popula-
tions were more immediately affected by 
the COVID shock, but rural households 
were impacted as well by contracting de-
mand, particularly for off-farm activities. 
In November 2020, decreasing food con-
sumption has remained among the top 
coping strategies when dealing with in-
come-reducing shocks, further risking 
long-term health implications for house-
hold members. 
Lower economic activity and temporary 
tax relief measures have reduced fiscal rev-
enues to 9 percent of GDP and widened the 
overall fiscal deficit from 1.3 percent of 

GDP in 2019 to 5.2 percent of GDP in 2020. 
As a result, public debt surged from 37 
percent in 2019 to 45 percent in 2020. How-
ever, the risk of debt distress remains mod-
erate as external financing has been mostly 
on concessional terms, with emergency 
support from donors mostly covering the 
unexpected increase in external and fiscal 
financing needs. Supported by the inflow 
of external financing, the year-on-year de-
preciation of the local currency against the 
US$ has been moderate at 5 percent, con-
tributing to contain inflation at 4.5 percent 
in 2020. The financial sector has been over-
all resilient, supported by a banking sector 
that remained sufficiently capitalized. In 
contrast, the microfinance sector has been 
fragilized by temporary cash flow difficul-
ties due to delays in loan repayment and 
deposit withdrawals at the beginning of the 
containment period.  
 
 

Outlook 
 

Growth is projected to progressively pick 
up, but Covid-19 will have protracted 
effects on the economy and poverty. GDP 
growth is expected to reach 2 percent sup-
ported by a recovery in global demand, 
the resumption of nickel exports, and pub-
lic investments and accelerate further in 

the medium term by a return of private 
investors. As a result, poverty is projected 
to decline to 77.2 percent by 2023 (based 
on an international poverty line of $1.90/
capita/day, in 2011 PPP). However, the 
impact of the pandemic is expected to cast 
a long shadow on economic and social 
prospects and could be compounded by 
other shocks, including droughts and oth-
er climatic events affecting already vulner-
able populations. Under baseline condi-
tions, GDP per capita would only reach its 
pre-crisis level by 2024, with risks being 
mostly titled to the downside.  
A modest economic recovery should low-
er the budget deficits, reaching 3.8 percent 
in 2023. The main driver of this decline 
will be a gradual pickup in government 
revenues, offsetting accelerating public 
investments. In this context, public debt is 
projected to stabilize around 52 percent of 
GDP in 2023. The current debt risk profile 
for Madagascar still makes plans to scale 
up priority investments appropriate but 
calls for prudent borrowing policies and 
fast-track reforms to boost revenue mobili-
zation and public spending efficiency.  
 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.2 4.4 -4.2 2.0 5.8 5.4

Private Consumption 1.6 1.2 -1.0 1.7 3.4 4.0

Government Consumption -7.9 1.9 2.1 2.1 4.3 4.0

Gross Fixed Capital Investment 11.0 12.9 -2.9 5.6 12.7 9.4

Exports, Goods and Services 2.4 10.9 -15.3 3.8 7.1 7.0

Imports, Goods and Services 11.1 4.6 -7.3 4.8 6.9 6.6

Real GDP growth, at constant factor prices 2.3 4.3 -4.2 2.0 5.8 5.4

Agriculture 0.4 5.5 2.3 2.4 3.0 3.2

Industry 2.0 6.6 -14.3 2.7 6.9 6.3

Services 3.3 3.1 -4.1 1.6 6.9 6.2

Inflation (Consumer Price Index) 7.3 5.6 4.3 5.9 6.1 6.1

Current Account Balance (% of GDP) 0.7 -2.3 -4.0 -4.4 -4.3 -4.3

Net Foreign Direct Investment (% of GDP) 2.6 2.5 2.7 2.6 2.4

Fiscal Balance (% of GDP) -1.3 -1.4 -5.2 -5.4 -4.6 -3.8

Debt (% of GDP) 39.5 37.4 45.1 49.7 51.2 51.9

Primary Balance (% of GDP) -0.5 -0.7 -4.4 -4.5 -3.6 -2.7

International poverty rate ($1.9 in 2011 PPP)a,b 77.3 76.5 79.7 80.0 78.5 77.2

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 90.7 90.3 92.0 92.2 91.4 90.7

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 96.6 96.1 98.0 98.2 97.3 96.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 2005-EPM  and 201 2-ENSOM D. Actual data: 201 2. Nowcast: 201 3-2020. Forecast are from 2021  to  2023.

(b) Projection using point to  point elasticity at regional level  with pass-through = 0.87 based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Malawi’s continued reliance on subsist-
ence, rainfed agriculture has limited its 
growth potential, increases its susceptibility 
to weather shocks, and creates food insecu-
rity. This has been compounded by trade 
restrictions, which impede investment and 
commercialization, and erratic electricity 
supply that limits value addition and slows 
economic diversification. Public investment 
has been low, offset by large and increasing 
subsidies to maize production. These fac-
tors have contributed to persistently high 
poverty levels and limited structural trans-
formation. The share of the population 
below the international poverty line of 
$1.90 per day has decreased only marginal-
ly from 72 percent in 2010 to 68 percent in 
2019.  Weak budget management and eco-
nomic policies have contributed to recur-
ring and increasing fiscal deficits, which 
have been largely funded by high-cost do-
mestic borrowing. This has led to a high 
level of domestic debt, which increasingly 
reduces fiscal space for development 
spending and also risks crowding out pri-
vate sector investment. While Malawi has 
benefitted from exchange rate stability and 
lower inflation in recent years, this has also 
contributed to real appreciation, which 
reduces competitiveness.  
The COVID-19 pandemic has heavily im-
pacted Malawi’s economy, with a second 
wave affecting the country since mid-
December 2020. Trade disruptions, lower 

tourism and remittances, and social dis-
tancing policies and behavior have slowed 
activity in the service and industry sectors 
but has been partially offset by a strong 
agriculture harvest due to favorable 
weather conditions. The urban poor have 
been particularly affected, and an estimat-
ed 12 percent of the total economically 
active population have experienced job 
losses. The COVID-19 pandemic is reduc-
ing revenues and increasing expenditure 
for COVID-response, which together with 
expansionary policies by the new admin-
istration, further worsen the fiscal position 
and reduce fiscal space. In particular, the 
new administration is implementing a 
costly universal agricultural input subsidy 
that will boost maize production in the 
short term, but will need to be reformed to 
make it fiscally sustainable and support 
diversification. The nature of the recovery 
will depend on the evolution of the pan-
demic in Malawi. A strong recovery and 
higher growth will be needed in the medi-
um term for the country to reduce its debt 
burden and to sustainably reduce poverty. 
 
 

Recent developments 
 
 Growth in 2020 is estimated at 0.8 per-
cent, down from the pre-COVID projec-
tion of 4.8 percent. With population 
growth around 3.0 percent, this represents 
a contraction in per capita GDP of greater 
than 2 percent. Political stability returned 
following the June 2020 Presidential elec-
tions; however, global and domestic fac-
tors emanating from the pandemic are 

MALAWI 

FIGURE 1 Malawi / Fiscal deficit and public debt FIGURE 2  Malawi / Actual and projected poverty rates and 
real GDP per capita 

Sources: Ministry of Finance and World Bank. Source: World Bank. Notes: see Table 2. 

Malawi’s economic growth fell to 0.8 per-

cent in 2020 and is expected to pick up to 

2.8 percent in 2021. The country’s ser-

vices and industry sectors have been 

heavily affected by the COVID-19 pan-

demic. Malawi will benefit from a one-

time boost to maize production in 2021 

due to favorable weather and extensive 

input subsidies. However, it will need to 

strengthen fiscal sustainability and invest 

in diversification in order to sustainably 

increase growth and reduce persistently 

high poverty levels. 
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Table 1 2020

Population, million 1 9.1

GDP, current US$ billion 8.1

GDP per capita, current US$ 425.3

International poverty rate ($1.9)
a 69.2

Gini index
a 44.7

School enro llment, primary (% gross)
b 1 44.8

Life expectancy at birth, years
b 63.8

(a) M ost recent value (201 6), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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affecting Malawi’s economy, including: 1) 
disruption in global value chains, trade 
and logistics; 2) decrease in tourism; and 
3) decrease in remittances. This has com-
bined with social distancing policies and 
behavior contributing to reduction in do-
mestic demand. Lower international oil 
prices, on the other hand, helped reduce 
the import bill and alleviated fuel and 
transportation price pressures. A reduc-
tion in international remittances and tour-
ism also contributed to a worsening exter-
nal sector balance, with the current ac-
count deficit estimated to widen to 18.3 
percent of GDP in 2020, which is largely 
financed by development assistance. 
Headline inflation decelerated to 7.6 per-
cent in December 2020, down from a re-
cent peak of 11.5 percent in December 
2019, supported by lower food and global 
oil prices. 
The FY2020 fiscal deficit expanded to 9.4 
percent of GDP, far wider than the re-
vised target of 5.4 percent of GDP. This 
was due to optimistic revenue assump-
tions combined with weaker growth due 
to the pandemic, as well as recurrent 
expenditure overruns due to election-
related pressures, COVID-19 response, 
higher domestic interest payments, and 
repayment of unbudgeted arrears. Fi-
nancing of the fiscal deficit, largely using 
domestic resources has pushed domestic 

debt beyond external debt levels. Public 
debt increased to 66.4 percent of GDP in 
2020.  
  
 

Outlook 
 

The second wave of the pandemic which 
started in late 2020 has been more intense 
than the first and is further disrupting 
economic activity. Extensive input subsi-
dies and favorable weather are expected 
to contribute to a one-time jump in maize 
production, which, combined with a 
pickup in tobacco production after 2020’s 
weak harvest, should lead to a strong agri-
culture performance in 2021. However, 
the vaccine is not expected to reach a sig-
nificant portion of the population until at 
least mid-2022. As such, social distancing 
policies and behavior are expected to 
weigh on economic activity and suppress 
domestic demand and only a weak re-
bound is expected in the services and in-
dustry sectors in 2021. International tour-
ism, in particular, is unlikely to return to 
previous levels in the short term. These 
factors are expected to lead to growth of 
2.8 percent in 2021. With GDP per capita 
growth remaining low, the share of the 
population below the international $1.90 
poverty line is projected to continue to 

stagnate around 68 percent in 2021 and 
remain near this level through 2023. 
The FY2021 budget is expansionary and 
the projected fiscal deficit of 12.7 percent 
of GDP could widen further. Revenue and 
grants are already weaker than budgeted, 
which may further underperform due to 
PAYE tax reform measures implemented 
since November. Expenditure has in-
creased substantially due to the Afforda-
ble Inputs Program (AIP) for the agricul-
ture sector and increasing interest pay-
ments. The wage and pension bill is also 
increasing moderately. In addition, more 
resources are needed for pandemic re-
sponse, and expenditure arrears are resur-
facing. The deficit will be largely financed 
by domestic borrowing. The Government 
needs to contain spending in order to limit 
rapidly increasing interest costs and re-
duce domestic debt.  
The current account deficit is projected to 
remain near 18 percent of GDP over the 
medium term. A good agricultural perfor-
mance will induce a one-time increase in 
agriculture exports. However, steadily 
declining global demand for tobacco and 
limited agricultural diversification will 
hamper export growth. Health response 
materials will also boost imports.   
 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.5 4.4 0.8 2.8 3.0 4.5

Private Consumption 7.3 3.9 1.8 2.4 2.5 2.9

Government Consumption -14.3 3.5 12.7 -6.5 6.5 6.9

Gross Fixed Capital Investment -2.9 6.0 5.9 0.1 9.0 8.2

Exports, Goods and Services 6.9 3.8 -5.0 4.8 -0.3 2.5

Imports, Goods and Services 6.4 3.6 -1.8 2.9 1.1 2.4

Real GDP growth, at constant factor prices 2.9 4.4 0.8 2.8 3.0 4.5

Agriculture 2.4 4.3 3.4 5.2 1.7 3.2

Industry 2.2 3.8 1.2 1.6 2.4 4.3

Services 3.4 4.5 -0.7 1.9 3.8 5.2

Inflation (Consumer Price Index) 9.2 9.4 8.6 8.8 7.6 7.0

Current Account Balance (% of GDP) -20.5 -17.2 -18.3 -17.4 -18.1 -17.9

Net Foreign Direct Investment (% of GDP) 1.5 1.4 1.1 1.0 1.8 2.2

Fiscal Balance (% of GDP) -7.8 -6.5 -9.4 -12.7 -9.5 -8.9

Debt (% of GDP) 59.4 59.4 66.4 76.5 80.6 83.6

Primary Balance (% of GDP) -3.9 -2.6 -5.0 -7.0 -3.0 -1.9

International poverty rate ($1.9 in 2011 PPP)a,b 68.3 67.8 68.3 68.3 68.2 67.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 6-IHS-IV. Actual data: 201 6. Nowcast: 201 7-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 6)  with pass-through = 0.7  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
The undiversified economy has experi-
enced little structural change in recent 
years. The manufacturing sector remains 
small (14 percent of GDP) and concentrat-
ed in agro-industries and textiles, reflect-
ing low levels of human capital with jobs 
concentrated in the informal sector. Ex-
ports are dominated by gold and cotton, 
subject to volatile prices and climatic 
shocks. Farmers’ productive capacity re-
mains low with limited access to finance. 
Scaling access to agricultural technologies 
and promoting selected value chains to 
increase poor farmers’ income, should 
remain strategic goals if Mali is to acceler-
ate its economic transformation. 
Governance challenges were brought to 
the forefront by the military coup of Au-
gust 18, 2020. Beforehand, the country had 
made limited progress towards restoring 
trust in the state, while greater decentrali-
zation, a key tenet of the Algiers Peace 
Agreement in 2015 has not fully material-
ized. The poor management of SOEs 
(notably EDM and CMDT) increased fiscal 
pressure. Tax administration reforms pro-
gressed slowly while spending efficiency 
remains low. In the coming years, restor-
ing peace and democratic rule, while con-
solidating the fiscal position constitute the 
country’s most pressing challenges.   
The recent surge of COVID-19 cases in 
Mali and globally also constitutes down-
side risks. Despite the terms of trade 

improvement, due to the counter-cyclical 
nature of the gold prices, the under-
diversified economy is vulnerable to con-
tinuing depressed external demand. A 
prolonged outbreak would also stall the 
domestic recovery, increasing the cyclical 
deficit on top of additional outlays includ-
ing the rollout of the vaccination program 
and the costs of the political transition. 

 

Recent developments 
 
Real growth contracted by 2 percent (-4.9 
percent in per capita terms) in 2020 due to 
the COVID-19 shock and August 2020 
coup. The retail, construction and hospi-
tality sectors declined. Agriculture was 
dampened by the poor performance of 
cotton and cereal production. In contrast, 
telecommunications, mining and industry 
were resilient. On the demand side, pri-
vate consumption and investment de-
clined. Inflation turned positive since July 
mainly due to increased food costs. 
The current account deficit narrowed to 
2.3 percent of GDP in 2020, due to im-
proved terms of trade and despite region-
al economic sanctions (August to October) 
following the military coup. The deficit 
was mainly financed by foreign direct 
investment (FDI) and project grants in 
2019, but external inflows declined in 
2020, due to the pandemic and the post-
coup donor disengagement.  
The fiscal deficit rose to 5.5 percent of 
GDP in 2020. Revenues dropped at the 
beginning of the pandemic (-17.2 percent 
y/y in 2020Q1) but recovered since May, 

MALI 

FIGURE 1 Mali / Real GDP growth, current and fiscal account 
balances 

FIGURE 2  Mali / Actual and projected poverty rates and real 
GDP per capita 

Sources: Malian government and the World Bank.  Source: World Bank. Notes: see Table 2.  

After robust growth in 2019, the ongoing 

COVID pandemic and August military 

coup in 2020 triggered an economic con-

traction rolling back poverty reduction by 

half a decade. The fiscal balance widened, 

and debt pressures increased, although the 

external balance strengthened due to im-

proved terms of trade. Growth and pov-

erty reduction are expected to gradually 

recover over the medium term. The out-

look is tilted to the downside with risks 

from the political transition, rising inse-

curity, persisting COVID-19 impacts, 

and climatic hazards. 

Table 1 2020

Population, million 20.3

GDP, current US$ billion 1 7.2

GDP per capita, current US$ 848.3

International poverty rate ($1.9)
a 50.3

Lower middle-income poverty rate ($3.2)
a 79.8

Upper middle-income poverty rate ($5.5)
a 95.0

Gini index
a 33.0

School enro llment, primary (% gross)
b 75.6

Life expectancy at birth, years
b 58.9

(a) M ost recent value (2009), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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responding to the relaxation of contain-
ment measures and the end of tax reduc-
tion measures. Expenditures increased 
(for wages and transfers) with cuts in non-
essential investment. Public debt rose to 
44.1 percent of GDP in 2020, though Mali 
remains at a moderate risk of debt dis-
tress. Mali participated in the Debt Service 
Suspension Initiative (DSSI) and request-
ed an extension till June 2021, benefiting 
from lower debt servicing costs of 0.04 
percent of GDP in 2020 and 0.23 percent of 
GDP in 2021.  
Mali’s monetary and exchange rate poli-
cies are managed by the Central Bank of 
West African States (BCEAO), which 
maintains a fixed peg between the CFA 
Franc and the Euro. Its reserves reached 
an estimated 5.5 months of imports in 
2020 due to large donor support and re-
duced imports during the pandemic. Be-
tween March and October 2020, the REER 
appreciated by 6.4 percent y/y, reflecting 
the nominal appreciation of the Euro 
against the USD. To support regional 
economy and COVID-19 related extra 
spending, the BCEAO announced a set of 
monetary and macroprudential measures 
since March 2020, including policy rate 
cut and extended refinancing operations 
of the 3-month COVID-19 bonds to help 
governments and businesses. 

The COVID-19 crisis has rolled back poverty 
reduction of the last five years. The poverty 
rate (US$ 1.9/day in 2011 PPP) decreased 
from 45.6 percent in 2015 to 42.1 percent in 
2019. However, in 2020, a combined loss of 
income and remittances and rising prices 
drove up the poverty rate by three percent-
age points to 45 percent (representing almost 
a million additional people living below the 
extreme poverty line).  

 

Outlook 
 

Growth will gradually rebound, reaching 
2.5% in 2021 and 5.2% in 2022. As the pan-
demic wanes, private consumption will 
continue to recover as evidenced by high 
frequency indicators during the second 
half of 2020. With new elections promised 
within 18 months of the political transition 
(since September 2020), lower political 
uncertainty should boost private invest-
ments, while public investments are ex-
pected to rebound in 2021-2022. Prelimi-
nary simulations suggest poverty may 
remain stable at 45 percent in 2021, before 
decreasing to 44 percent in 2022 and 43 
percent in 2023. 
The favorable terms of trade in recent 
years would narrow in 2021-2023 with 

projected higher oil prices and a return of 
gold prices to historical levels. Import 
demand will rise following the recovery in 
private consumption. The current account 
deficit should gradually increase and 
settle around 3.0 percent of GDP in the 
medium term, financed by FDI and in-
creased external flows. 
Tax collections will accelerate with contin-
ued reforms. Non-tax revenues and grants 
should increase with the expected sale of a 
third telecommunication license and the 
gradual reengagement of donors. Expend-
itures will remain high in 2021 with the 
postponement of pandemic related spend-
ing. The fiscal deficit is projected to stay at 
5.5 percent of GDP in 2021 and gradually 
return to the WAEMU criterion of 3 per-
cent by 2024. Public debt will reach 47.1 
percent in 2023 before declining.   
Downside risks to the outlook are signifi-
cant, including new confinement 
measures, rising insecurity in the central 
regions, weather shocks, and a tumultu-
ous transition. 
 
 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 4.7 4.8 -2.0 2.5 5.2 5.0

Private Consumption 3.0 3.8 -10.3 18.4 8.3 8.3

Government Consumption 2.0 4.0 21.5 5.7 3.3 3.3

Gross Fixed Capital Investment -0.9 6.3 -16.0 12.0 -4.4 -4.4

Exports, Goods and Services -0.1 2.3 -19.0 4.2 4.0 4.0

Imports, Goods and Services -12.1 5.9 -4.0 3.4 5.2 5.2

Real GDP growth, at constant factor prices 5.3 4.5 -2.2 3.5 5.2 5.2

Agriculture 5.9 4.1 -7.6 8.6 4.6 4.6

Industry 5.5 3.7 1.4 -1.2 4.9 4.9

Services 4.8 5.2 0.6 1.8 5.8 5.8

Inflation (Consumer Price Index) 1.9 -3.0 0.7 1.4 2.1 2.0

Current Account Balance (% of GDP) -4.9 -4.9 -2.0 -2.3 -2.7 -3.6

Net Foreign Direct Investment (% of GDP) 2.7 1.8 1.4 1.1 1.1 1.1

Fiscal Balance (% of GDP) -4.7 -1.7 -5.5 -5.5 -4.6 -3.6

Debt (% of GDP) 36.1 40.5 44.1 46.2 46.9 47.1

Primary Balance (% of GDP) -3.9 -0.7 -4.3 -4.0 -2.8 -2.0

International poverty rate ($1.9 in 2011 PPP)a,b 43.2 42.1 45.1 45.6 44.0 42.9

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 75.3 74.6 76.7 77.0 75.9 75.2

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 93.5 93.2 93.9 93.9 93.7 93.4

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 2009-ELIM . Actual data: 2009. Nowcast: 201 0-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (2009)  with pass-through = 0.87  based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 4.7

GDP, current US$ billion 7.6

GDP per capita, current US$ 1 645.0

International poverty rate ($1.9)
a 6.0

Lower middle-income poverty rate ($3.2)
a 24.1

Upper middle-income poverty rate ($5.5)
a 58.8

Gini index
a 32.6

School enro llment, primary (% gross)
b 1 00.4

Life expectancy at birth, years
b 64.7

(a) M ost recent value (201 4), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Despite improved macroeconomic stabil-
ity over the past five years, with prudent 
fiscal and debt policy after the end of the 
commodity super cycle in 2014-2015, 
Mauritania did not manage to build a di-
versified and inclusive economy nor make 
significant progress on its development 
agenda. As a result, the country's per capi-
ta GDP growth averaged only 0.4 percent 
between 2016 and 2019. This low growth 
per capita reflects a weak business envi-
ronment impaired by limited competition 
and underdeveloped financial markets, 
poor human and physical capital, and 
over-reliance on extractive resources.  
COVID-19 has exacerbated existing eco-
nomic and social challenges, reversing 
some gains made in poverty reduction 
over the past few years. It has also under-
scored the urgent need to enact deeper 
structural reforms to build back a strong-
er, faster, and more inclusive growth 
model. The new priority program 
(PROPEP) launched in September 2020 to 
support the recovery and boost long-term 
inclusive growth in 2021–22 will require 
large financing and significant commit-
ment on the political and administrative 
levels to materialize. Given the high risk 
of debt distress, the Government should 
maintain its prudent borrowing plans 
based on concessional financing. At the 
same time, it should utilize its fiscal space 
generated over the past years to ramp-up 

efficient social and capital spending. There 
is also a need to develop a simple and 
clear rule-based fiscal framework to effec-
tively manage the significant gas inflows 
expected starting 2023. Finally, Mauritania 
is exposed to climate shocks (floods and 
droughts), which could reduce agricultur-
al productivity. 
 
 

Recent developments 
 
The COVID-19 pandemic severely im-
pacted the economy, leading to a con-
traction of 1.5 percent in 2020 (-4.2 in per 
capita terms). While extractive industries 
held up well, domestic non-extractive 
activity was severely affected by the 
pandemic. Retail and transportation ser-
vices were hit by the lockdown and the 
fishing sector contracted due to a drop in 
global demand. Inflation remained low 
at 2.4 percent in 2020, consistent with a 
large negative output gap and contained 
food prices. 
The current account deficit (CAD) re-
mained almost unchanged at 11 percent of 
GDP as lower fishing exports were offset 
by resilient mining production and im-
proved terms of trade (higher gold/iron 
export prices and lower oil import prices). 
The CAD was financed by strong extrac-
tive-related FDI, increased donor financ-
ing and a suspension of debt service 
through the Debt Service Suspension Initi-
ative (DSSI). As a result, international 
reserves increased to 4.9 months of im-
ports in 2020 and the exchange rate re-
mained stable. 

MAURITANIA 

FIGURE 1 Mauritania / Evolution of main macroeconomic 
indicators 

FIGURE 2  Mauritania / Actual and projected poverty rates 
and real GDP per capita 

Sources: Mauritanian authorities and World Bank staff calculations. Source: World Bank. Notes: see Table 2. 

The COVID-19 pandemic severely im-

pacted the economy, leading to the first 

ever contraction since 2008 and reversing 

years of poverty reduction. Despite the 

crisis, the external and fiscal balances 

remained resilient in 2020, supported by 

increased donor financing and improved 

terms of trade. Growth and poverty re-

duction are expected to gradually recover. 

Risks are tilted to the downside stemming 

from a sustained COVID-19 outbreak, 

climatic hazards, delayed structural re-

forms, and regional insecurity. 

Poverty rate (%) Real GDP per capita (LCU constant)

** Legend will be adjusted in the final chart.

This is not the final chart. It is a preliminary version.

Figure 2: Poverty rate and GDP per capita 
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Despite the pandemic and the resulting 
large drop in tax revenues, the fiscal bal-
ance (excluding grants) registered a sur-
plus of 0.3 percent of GDP in 2020. This 
was driven by two factors. First, non-tax 
revenues surged thanks to higher SOE 
dividends (reflecting last year’s profits) 
and increased gasoline excise revenues 
due to the price differential between the 
lower international oil prices and the fixed 
domestic retail prices. Second, the increase 
in current transfers was offset by a combi-
nation of reduced public investments due 
to under-execution partly reflecting the 
COVID-induced lockdown. The robust 
fiscal position and high nominal growth 
reflecting improved terms of trade helped 
maintain the debt-to-GDP ratio around 
73.5 percent of GDP in 2020. 
To mitigate the impact of the crisis, the 
central bank eased its monetary policy by 
reducing its reserve requirement and poli-
cy rate. This has, however, not translated 
in lower lending rates nor increased lend-
ing to the private sector, thus reflecting 
the limited effectiveness of the monetary 
policy. While banking regulations were 
tightened with the implementation of Ba-
sel III standards, NPLs remain high at 21.5 
percent in 2020. 
The pandemic-induced crisis has impact-
ed the labor market, particularly in urban 
areas where social distancing measures 

reduced economic activity in services and 
affected widespread-informal jobs. As a 
result, urban workers experienced job 
losses and a drop in their income. This has 
reversed years of poverty reduction and 
pushed the poverty rate (US$ 1.9/day in 
2011 PPP) from 5.4 percent in 2019 to 6.3 
percent in 2020.  

 

Outlook 
 

Assuming the vaccine roll-out starts in the 
second quarter of 2021, growth would 
recover to 2.7 percent in 2021. This u-
shaped recovery will be driven by a re-
bound in services, particularly, as house-
holds and businesses adapt to operating 
in the pandemic. Growth is expected to 
accelerate in 2022-2023, assuming a con-
tinued recovery in private consumption, a 
rebound in key export markets and the 
onset of gas production in 2023. Despite 
this acceleration, real GDP per capita will 
not return to its 2019 level before 2024 due 
to the high population growth. 
 The CAD is expected to increase and re-
main elevated at 14 percent of GDP in 
2021-2022 fueled by high capital invest-
ment imports and worsened terms of 
trade. It is then expected to shrink to 6.8 
percent as hydrocarbon exports come on 

stream in 2023. External financing would 
be met by extractive related FDI and con-
cessional financing. As a result, interna-
tional reserves would remain above 4 
months of imports.  
Fiscal pressures will slightly increase in 
2021 as the Government ramps up its so-
cial spending and public investments in 
line with its recovery plan. Higher spend-
ing, coupled with lower non-tax revenues, 
will offset the pick-up in tax revenues as 
the economy recovers, leading to a prima-
ry deficit (excluding grants) of 1.1 percent 
of GDP in 2021. As the Government un-
winds COVID-19 spending measures, the 
primary balance will return to a surplus, 
putting the debt-to-GDP ratio back on a 
downward trend starting 2022. 
Monetary policy is expected to remain 
prudent to ensure price stability in the 
short run. In the longer-term, the authori-
ties are aiming to implement reforms for 
more effective liquidity management and 
deepen the interbank forex market.  
The slow economic recovery that will be 
driven by the low-labor intensity extrac-
tive sector coupled with household uncer-
tainty about the future will undermine 
poverty reduction. Consequently, the pov-
erty rate would continue to increase to 6.4 
percent in 2021 before taking a downward 
trend to reach 6 percent in 2023. 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 2.1 5.9 -1.5 2.7 3.7 6.0

Private Consumption 2.7 2.4 -5.7 1.6 3.0 2.8

Government Consumption 4.5 5.0 6.5 8.5 2.3 5.5

Gross Fixed Capital Investment 4.1 5.5 2.4 3.5 5.4 3.9

Exports, Goods and Services -4.0 6.0 0.7 2.0 4.5 10.4

Imports, Goods and Services 0.5 0.7 0.3 3.4 4.3 3.4

Real GDP growth, at constant factor prices 1.7 5.9 -1.5 2.7 3.7 6.0

Agriculture 2.1 1.4 -0.8 0.7 1.2 2.3

Industry -8.4 7.2 0.4 4.9 5.7 10.6

Services 7.7 7.1 -2.9 2.3 3.6 4.8

Inflation (Consumer Price Index) 3.0 2.2 2.4 2.6 3.0 3.5

Current Account Balance (% of GDP) -13.8 -10.8 -11.0 -14.6 -13.5 -6.8

Net Foreign Direct Investment (% of GDP) 11.0 11.6 11.5 13.3 12.7 9.2

Fiscal Balance (% of GDP) 2.5 2.1 2.4 -1.4 -0.4 0.0

Debt (% of GDP) 76.9 73.4 73.5 73.1 71.7 68.1

Primary Balance (% of GDP) 3.7 3.0 3.8 -0.4 0.6 0.9

International poverty rate ($1.9 in 2011 PPP)a,b 5.9 5.4 6.1 6.1 5.9 5.4

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 23.8 22.5 24.3 24.3 23.8 22.4

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 58.3 56.6 59.1 59.1 58.5 56.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 4-EPCV. Actual data: 201 4. Nowcast: 201 5-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 4)  with pass-through = 0,87  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 

 
On July 1 2020, Mauritius became a High 
Income Country. It reached this milestone 
in one of the worst years in its history due 
to the global Covid-19 pandemic. Even 
pre-Covid, a number of structural con-
straints had arisen in the Mauritian econo-
my that put sustainable inclusive growth 
at risk. These include stagnating private 
investment, declining external competi-
tiveness, and a rising debt to GDP ratio. 
These trends reflect shortcomings in poli-
cy coherence and implementation capacity 
to deploy public resources towards inno-
vation and skills development as Mauri-
tius transitions to a knowledge-based 
economy.  
Mauritius responded to the Covid-19 
shock with one of the largest support 
packages in the world as a share of GDP. 
The country relied heavily on its Central 
Bank, including through a non-refundable 
transfer to government of 13 percent of 
GDP and the creation of the Mauritius 
Investment Corporation (MIC) with a 
budget of up to 17 percent of GDP to fi-
nance strategic companies in distress and 
invest in new priority industries. As pub-
lic sector activity in the economy reached 
unprecedented heights, a challenge will be 
to retract measures in a way that restores 
fiscal and monetary policy sustainability 
while resisting the temptation of open-
ended support to firms that were unviable 
before the pandemic.  

Achieving inclusive growth in the future 
is also linked to the challenge of overcom-
ing constraints to a more inclusive labor 
market. This includes increasing the par-
ticipation of youth and women with low 
educational attainments. Over 50,000 
youth aged 16 to 29 are neither in educa-
tion nor in employment, and about 1 out 
of 3 has obtained at most a certificate of 
primary education. Similarly, only 1 in 2 
women participates in the labor market, 
and only 1 in 3 among women with low 
education. The impact of Covid-19 re-
versed recent gains in labor force partici-
pation of women.  
 
 

Recent developments 
 
After an outbreak in March that claimed 
10 lives, Mauritius curbed the transmis-
sion of Covid-19 through a hard lock-
down and had been Covid-free since 
April 2020 when a new outbreak oc-
curred in March 2021 and the country 
went back on lockdown. Tourism arrivals 
have been near zero since the onset of the 
pandemic. As a result, service exports 
dropped 45 percent over the first three 
quarters of 2020. Merchandise exports 
contracted sharply during the second 
quarter but recovered in the third for an 
overall 15 percent drop in the first three 
quarters. Air cargo remains a critical con-
straint given limited passenger traffic.    
GDP contracted 15.6 percent in 2020. 
While government supported consump-
tion and firm survival, the fiscal deficit 
rose to 13 percent of GDP in fiscal year 

MAURITIUS 

FIGURE 1 Mauritius /  General government balance and 
debt  

FIGURE 2  Mauritius / Actual and projected poverty rates 
and real GDP per capita  

Sources: Statistics Mauritius, World Bank staff estimates. Source: World Bank. Notes: see Table 2. 

Covid-19 has led to a steep recession in 

2020 despite heavy government interven-

tion. Gradual recovery in 2021 is ham-

pered by a new lockdown in March, and 

remains subject to significant downside 

risks, including a prolonged pandemic or 

failure to address longstanding structural 

constraints to investment, competitive-

ness, and skills development. The fiscal 

outlook depends heavily on a timely un-

winding of Covid-support measures and a 

reform of the public pension system. The 

effects of Covid-19 have reversed recent 

gains in poverty reduction and female 

labor force participation. 

Table 1 2020

Population, million 1 .3

GDP, current US$ billion 1 1 .2

GDP per capita, current US$ 8807.6

Lower middle-income poverty rate ($3.2)
a 2.2

Upper middle-income poverty rate ($5.5)
a 1 2.7

Gini index
a 36.8

School enro llment, primary (% gross)
b 99.5

Life expectancy at birth, years
b 74.4

(a) M ost recent value (201 7), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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2019/20 and public debt reached 78 per-
cent of GDP (up from 68 percent the pre-
vious year).  Merchandise exports con-
tracted sharply during the second quarter 
but recovered in the third for an overall 15 
percent drop in the first three quarters. Air 
cargo remains a critical constraint given 
limited passenger traffic.    
The current account deficit widened to 
11.7 percent of GDP, financed by a combi-
nation of surpluses in the financial ac-
count that are linked to the offshore sector 
and new external financing from bi- and 
multilateral partners. The CB intervened 
for close to USD 1 bln to stabilize the Mau-
ritian Rupee after permitting an initial 10 
percent depreciation at the onset of the 
pandemic.  Reserves remain ample at 14 
months of imports, and concerns over 
potential financial flow reversals in the 
offshore sector after the country’s addition 
to the EU’s AML watchlist in October 
have not materialized so far. Inflation was 
2.5 percent in 2020.  
Poverty (Upper-MIC threshold of $5.5 a 
day 2011 PPP) fell from 18 to 10 percent 
between 2012 and 2019. However, given 
the dramatic contraction of GDP in 2020, 
poverty is estimated to have increased by 
almost 6 percentage points as results 
from phone surveys (carried out in May, 
June and July 2020) show a significant 
drop in informal employment during the 

lockdown. Levels of informal employ-
ment in July remained 21 percent below 
those at the beginning of the year, with a 
large proportion of women exiting the 
labor market. 
 
 

Outlook 
 
GDP is expected to grow 3.6 percent in 
2021 under a baseline that assumes a 
brief lockdown in response to the new 
outbreak, a successful rollout of vaccines, 
and reopening of borders in time for the 
main tourist season in November / De-
cember. Initial recovery is led by indus-
try, while the services sector resumes its 
role as driver of growth from 2022 on-
wards. The main downside risk remains 
a prolongation of the Covid-pandemic 
and border closures that further delay 
recovery in tourism. In light of pre-Covid 
trends, strong and coherent policy ac-
tions to revive competitiveness, stimulate 
private investment, and address skills 
shortages will also be critical to medium 
term recovery.   
Fiscal pressures and debt levels were 
already on the rise pre-Covid, and a 15.7 
percent deficit is expected under the 
2020/21 budget. Debt would reach 90 
percent of GDP, even though most of the 

deficit is financed by a non-refundable 
transfer from the Central Bank and stabi-
lize at that level under the baseline. This 
assumes withdrawal of most Covid relat-
ed measures combined with gradual in-
creases in revenue starting in fiscal year 
2021/22. Downside risks are related to 
the timely withdrawal of Covid-
measures, resisting the temptation for 
additional Central Bank financing and 
limiting the role of the MIC. A key factor 
for fiscal sustainability in the medium 
term are the outcomes of an ongoing re-
form of the public pension system.   
Projections indicate that poverty will only 
fall back below 12 percent, just above the 
pre-COVID-19 level, well into 2023. 
 
 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market pricesa 3.8 3.0 -15.6 3.6 5.9 4.3

Private Consumption 3.2 3.2 -11.8 6.9 6.2 4.1

Government Consumption 4.2 2.0 -7.3 4.1 5.6 4.9

Gross Fixed Capital Investment 10.9 6.2 -22.4 -8.3 3.7 5.0

Exports, Goods and Services 2.7 -4.1 -29.4 9.6 8.3 8.0

Imports, Goods and Services -0.2 2.5 -22.8 9.4 7.1 7.1

Real GDP growth, at constant factor prices 3.6 3.2 -15.7 3.1 6.0 4.3

Agriculture -1.3 4.1 3.5 5.1 1.1 1.0

Industry 2.6 2.4 -7.8 11.7 1.7 1.5

Services 4.1 3.3 -18.8 0.5 7.8 5.4

Inflation (Consumer Price Index) 3.2 0.5 2.5 2.8 3.3 3.3

Current Account Balance (% of GDP) -3.9 -5.4 -11.7 -10.7 -8.8 -6.1

Net Foreign Direct Investment (% of GDP) 10.3 14.3 8.9 15.3 15.4 14.2

Fiscal Balance (% of GDP)b -3.3 -12.8 -15.7 -7.4 -5.4 -6.0

Debt (% of GDP)b 67.6 77.7 90.2 93.2 90.4 90.9

Primary Balance (% of GDP)b -0.6 -10.0 -13.2 -4.7 -2.2 -2.9

Lower middle-income poverty rate ($3.2 in 2011 PPP)c,d 2.0 1.8 2.7 2.5 2.3 2.1

Upper middle-income poverty rate ($5.5 in 2011 PPP)c,d 11.4 10.5 15.9 14.8 13.1 11.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Historical demand-side data is being revised due to a consistency problem.

(b) Fiscal balances are reported in fiscal years (July 1 st - June30th).

(c) Calculations based on 201 7-HBS. Actual data: 201 7. Nowcast: 201 8-2020. Forecast are from 2021  to  2023.

(d) Projection using neutral distribution (201 7)  with pass-through = 1  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
The impact of COVID-19 has been exacer-
bated by Mozambique’s fragile economic 
structure. Despite the relatively low num-
ber of infections in 2020, the economy saw 
its first contraction in almost 30 years. The 
existing growth model, characterized by 
high dependence on large investments in 
the extractive industry and exports of com-
modities, with weak domestic linkages, 
amplified the effects of the crisis. The ser-
vices and extractives sectors, main growth 
drivers, lost steam as disruptions in global 
markets reduced demand for commodities 
and Foreign Direct Investment (FDI) flows. 
Prior to 2020, Mozambique experienced a 
prolonged slowdown. Between 2016-2019, 
growth averaged 3 percent, with GDP per 
capita contracting by an average of 5 per-
cent. While the slowdown was triggered 
by the hidden debt crisis and climatic 
shocks, low labor productivity and high 
infrastructure deficit remain persistent 
constraints to growth. This, together with 
a private sector dominated by capital in-
tensive megaprojects and informal enter-
prises, have undermined the economy’s 
ability to generate jobs and support pov-
erty reduction. As a result, economic dis-
parities have increased, which, combined 
with pre-existing political tensions, fueled 
the fragility that has led to sporadic mili-
tary insurgencies. While government stra-
tegic plans recognize the need to promote 
productivity and diversification, fiscal 

capacity is limited. Adding to the chal-
lenge is Mozambique’s vulnerability to 
climatic shocks, which has recurrently 
reversed gains in poverty reduction. 
Growth prospects rely mainly on develop-
ments in the Liquefied Natural Gas (LNG) 
sector, which are expected to push aver-
age annual growth to above 8 percent 
from 2024. However, rising uncertainty 
associated with COVID-19 and military 
insurgency pose considerable risks to fu-
ture growth. Poverty incidence is expected 
to decrease slightly, from 63.3 to 62.2 per-
cent between 2020 and 2023, but the num-
ber of poor is projected to increase by 1.3 
million, due to population growth. 
The pandemic highlighted the urgency of 
structural transformation to reduce vul-
nerability to global shocks. In the shorter-
term, focus should be on recovery to 
avoid scarring and the loss of productive 
capacity. This includes measures such as 
employment subsidies to firms to encour-
age worker retention, and expansion of 
social protection programs to support 
informal entrepreneurs. In the medium 
and long-term, Mozambique needs to 
diversify away from the current megapro-
ject-driven growth toward a more inter-
connected and competitive economy.  
 
 

Recent developments 
 
The global pandemic has substantially 
disrupted economic activity. Real GDP 
contracted by 1.3 percent in 2020, from 2.3 
percent growth in 2019. While favorable 
weather conditions supported agricultural 

MOZAMBIQUE 

FIGURE 1 Mozambique / Real GDP growth and sectoral con-
tributions to real GDP growth  

FIGURE 2  Mozambique / Actual and projected poverty 
rates and real GDP per capita  

Source: World Bank Staff Estimates. Source: World Bank. Notes: see Table 2. 

The economy contracted by 1.3 percent in 

2020, as the global pandemic reduced 

domestic activity and external demand. 

The poverty rate is estimated to have in-

creased from 61.9 percent in 2019 to 63.3 

percent in 2020 owing to loss of income 

and employment, pushing an estimated 

one million people into poverty. Economic 

recovery is expected to start in 2021, but 

this is subject to risks including rising 

COVID-19 cases, spots of military insta-

bility and delayed rollout of the  

COVID-19 vaccine.  
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Table 1 2020

Population, million 31 .3

GDP, current US$ billion 1 3.8

GDP per capita, current US$ 441 .9

International poverty rate ($1.9)
a 63.7

Lower middle-income poverty rate ($3.2)
a 82.4

Gini index
a 54.0

School enro llment, primary (% gross)
b 1 1 6.4

Life expectancy at birth, years
b 60.2

(a) M ost recent value (201 4), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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production, which grew by 3 percent, all 
other sectors recorded weak performance. 
Extractives sector production dropped by 
17 percent due to low commodity prices 
and demand. The decline in domestic de-
mand with  the introduction of lockdown 
measures constrained manufacturing and 
services output. The hotel and restaurants 
subsectors were particularly hit, contract-
ing by 23 percent. To support the econo-
my, the policy rate was cut from 12.8 to 
10.3 percent, but demand remained sub-
dued. Annual average inflation stood at 
3.1 percent, below the government projec-
tion of 4 percent. However, average food 
inflation, which affects the poor most, 
reached almost 9 percent. As a result, pov-
erty is expected to increase from 61.9 in 
2019 to 63.3 percent in 2020.   
The external position remained largely 
stable in 2020. The current account deficit 
(CAD), excluding one-off capital gains, 
reached 27.3 percent of GDP in 2020, com-
pared to 25.5 percent in 2019. Despite the 
drop in exports, given low global demand, 
the CAD improved as imports declined, 
largely reflecting low domestic demand, 
currency depreciation and delayed imple-
mentation of LNG projects. The CAD was 
financed by FDI, private debt and donor 
support. The external reserves reached 
US$ 3.9 billion, equivalent to 7 months of 
imports (excluding megaprojects). 

Public finances remain under significant 
pressures. COVID-19 response measures 
and increased military spending pushed 
total government expenditure from 29.8 
percent in 2019 to 32.5 percent of GDP in 
2020. Despite weak economic activity, tax 
revenue collection, excluding capital 
gains, slightly rose from 19.4 to 20.9 per-
cent of GDP between 2019 and 2020. This, 
combined with higher donor support, put 
estimated primary deficit at 1.3 percent of 
GDP in 2020 from 2.1 percent in 2019 
(excluding capital gains). Total public debt 
increased from 108 percent of GDP in 2019 
to 122 percent in 2020, due to rising fi-
nancing needs and currency depreciation. 

 

Outlook 
 
Recovery is anticipated to be slower than 
expected. Growth is projected at 1.7 per-
cent in 2021, down from the pre-COVID 
estimate of 5 percent, given the slow 
rollout of the COVID-19 vaccine, rising 
virus cases and deaths, and tighter con-
tainment measures. Despite the expected 
increase in commodity prices, muted glob-
al demand will likely keep exports low. 
The service sector is set to recover, but 
slowly, considering the still limited mobil-
ity. Agriculture will also contribute to 

growth recovery, as ongoing investments 
in irrigation, improved seeds, and distri-
bution systems yield returns. However, 
unfavorable weather conditions, pose 
considerable risks. In the medium-term, 
growth is anticipated to gradually pick 
up, reaching 6 percent by 2023, as the 
LNG sector develops. However, high pop-
ulation growth will continue to drag per 
capita growth. Poverty would increase to 
63.8 percent in 2021, but decline to pre-
crisis level by 2023. 
The CAD is projected to reach around 60 
percent in the medium-term as LNG in-
vestments advance. FDI and private debt 
would remain the main financing sources 
with the external reserves position ex-
pected to remain at comfortable levels.  
The fiscal outlook will likely remain chal-
lenging. Fiscal consolidation is set to re-
sume in the medium-term. However, 
COVID-19, military insurgencies, and 
natural disasters may impede fiscal ad-
justment. Additionally, slower than antici-
pated implementation of LNG projects 
could delay the expected revenue. This 
reinforces the need for an adequate fiscal 
framework anchored in appropriated fis-
cal targets, complemented by sustainable 
medium-term debt objectives, and im-
proved investment management in line 
with the regulatory framework. 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.4 2.3 -1.3 1.7 4.2 6.3

Private Consumption 3.7 4.1 -9.9 12.2 9.3 2.3

Government Consumption -5.7 6.1 42.2 -35.8 -1.1 -71.4

Gross Fixed Capital Investment 12.4 -8.1 106.1 -10.7 31.7 23.7

Exports, Goods and Services 36.5 -5.5 -41.1 80.7 14.5 27.0

Imports, Goods and Services 43.7 -2.5 28.5 0.1 23.4 1.4

Real GDP growth, at constant factor prices 3.4 1.4 -1.3 1.7 4.2 6.3

Agriculture 3.0 1.6 2.6 1.1 1.6 3.3

Industry 3.9 -0.6 -3.6 0.8 4.9 8.0

Services 3.4 2.2 -2.4 2.4 5.3 7.1

Inflation (Consumer Price Index) 3.9 2.8 3.1 4.0 4.4 4.8

Current Account Balance (% of GDP) -30.3 -19.7 -27.3 -44.5 -60.6 -62.4

Net Foreign Direct Investment (% of GDP) 18.1 14.5 16.9 18.9 25.9 22.4

Fiscal Balance (% of GDP)a -4.1 0.3 -4.7 -5.8 -4.8 -3.6

Debt (% of GDP)b 110.1 108.2 121.7 126.9 120.4 119.8

Primary Balance (% of GDP)a 0.3 3.6 -1.2 -2.6 -1.8 -0.7

International poverty rate ($1.9 in 2011 PPP)c,d 61.6 61.9 63.3 63.8 63.3 62.2

Lower middle-income poverty rate ($3.2 in 2011 PPP)c,d 81.0 81.1 82.2 82.4 82.1 81.3

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Figures include once-off capital gains revenues in 201 9, estimated at 5.8 percent of GDP.

(b) Calculations based on 201 4-IOF.Actual data: 201 4. Nowcast: 201 5-2020. Forecast are from 2021  to  2023.

(c) Projection using neutral distribution (201 4)  with pass-through = 0.87  based on GDP per capita in constant LCU. 

(d) Actual data: 201 4. Nowcast: 201 5-2020. Forecast are from 2021  to  2023.
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Key conditions and 
challenges 
 
Namibia’s growth challenge predates the 
COVID-19 crisis and structural con-
straints are likely to limit the post-
COVID recovery. The economy has been 
in recession in three of the last four years, 
indicating deep-rooted economic difficul-
ties even before the COVID-19 shock. Per 
capita growth has been negative for sev-
eral years. Namibia is largely dependent 
on investments in mineral extraction and 
government spending, and has suffered 
from falling commodity prices, weak 
growth in key trade partners (Angola, 
South Africa) and tight fiscal policy on 
the back of government’s effort to re-
balance public finances. Weak demand 
and skills mismatches have constrained 
job creation with the unemployment rate 
hovering at around 20 percent over the 
last 5 years. 
The ongoing COVID-19 pandemic and 
structural rigidities have resulted in ele-
vated macroeconomic vulnerabilities. The 
room for additional fiscal stimulus is sig-
nificantly reduced. Global and regional 
developments will remain an important 
driver of Namibia’s fiscal and external 
positions as the country is highly reliant 
on commodity exports and SACU trans-
fers. Volatility in prices of Namibia’s ex-
port commodities, particularly diamonds 
and uranium, presents risks as do growth 
prospects in key trade partners (e.g. South 
Africa).  

Uncertainty regarding the outlook this 
year combined with an uncompetitive 
business environment will continue to 
constrain private investment, leading to 
weak growth and job creation. While 
COVID-19 vaccinations are set to begin, 
the possibility of recurrent restrictive 
measures domestically will remain a 
downside risk to the recovery until the 
spread of the virus is sufficiently lowered. 
The pandemic has further exacerbated 
Namibia’s disparities in economic oppor-
tunities and access to services. Globally, 
Namibia remains one of the most unequal 
countries and about 64 percent of the pop-
ulation live with less than US$5.5 daily 
(real PPP). 
 
 
Recent developments 
 
The pandemic has exacerbated preexist-
ing challenges. Real GDP is projected to 
have contracted by 7.3 percent in 2020. 
The mining sector, an important earner 
of foreign exchange, contracted by 12.2 
percent y-o-y over Q1-Q3 affected by 
domestic factors (insufficient supply of 
water for uranium production, depleting 
zinc deposits), and falling global de-
mand (especially diamonds). The hospi-
tality industry recorded a large contrac-
tion of 46.5 percent y-o-y following local 
and foreign restrictions. 200,000 more 
people fell into poverty bringing the 
number of poor to a record-high 1.6 mil-
lion. On the back of depressed domestic 
demand, inflation averaged 2.2 percent 
in 2020.  

NAMIBIA 

FIGURE 1 Namibia / Importance of SACU transfers FIGURE 2  Namibia / Actual and projected poverty rates and 
real GDP per capita  

Sources: Ministry of Finance, Central Bank and World Bank staff estimates.  Source: World Bank. Notes: see table 2. 

 

Namibia’s economy has been hard hit by 

the pandemic which has triggered the 

sharpest contraction in recorded history. 

After an estimated 7.3 percent decline in 

2020, GDP growth is projected to re-

bound to 1.8 percent this year. The ad-

verse welfare effects of the pandemic are 

likely to linger, especially as the growth 

recovery remains hampered by pre-
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Table 1 2020

Population, million 2.5

GDP, current US$ billion 1 0.8

GDP per capita, current US$ 4265.5

International poverty rate ($1.9)
a 1 3.8

Lower middle-income poverty rate ($3.2)
a 30.3

Upper middle-income poverty rate ($5.5)
a 51 .0

Gini index
a 59.1

School enro llment, primary (% gross)
b 1 24.2

Life expectancy at birth, years
b 63.4

(a) M ost recent value (201 5), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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The fiscal situation deteriorated as the 
pandemic delayed fiscal consolidation 
efforts and the COVID-19 crisis added to 
expenditure pressures. The government 
implemented a stimulus package of 
NAD8.3 billion (4.5 percent of GDP) that 
included spending on health, an emergen-
cy income grant, wage subsidies in affect-
ed sectors and loan guarantees for SMEs. 
As a result, expenditures are expected to 
reach 41.2 percent of GDP this fiscal year 
(ending in March 2021). At the same time, 
revenues declined due to fiscal relief 
measures and the economic contraction. 
The fiscal deficit is projected to widen to 
10.2 percent of GDP in 2020/21 and the 
debt-to-GDP ratio to go up to 74.4 percent. 
Most of the deficit is financed through 
domestic market issuances and use of cash 
reserves. The government also ap-
proached the AfDB and IMF for budget 
support.  
On the external side, the current account 
balance swung to a surplus of NAD3.6 
billion over the first nine months of 2020 
on the back of a smaller trade deficit – 
driven by lower imports – and higher 
SACU inflows. It is expected to have 
reached a small surplus of 0.6 percent of 
GDP in 2020, the first since 2007. Reserves 
rose to about US$2.1 billion at the end of 
2020 and cover more than 5 months of 
imports.  

 

Outlook 
 
Namibia’s potential for recovery depends 
on the evolution of the pandemic globally 
and domestically and the government’s 
ability to address long-lasting challenges 
to higher economic growth. Improvement 
in global demand for commodities should 
support a rebound in exports but other 
sectors like tourism will remain hampered 
by global restrictions. Overall, GDP is 
expected to grow by 1.8 percent in 2021.  
The authorities are committed to restoring 
fiscal sustainability, but public finances 
will remain under pressure. In a context of 
deteriorated social outlook and the persis-
tence of the pandemic, additional spend-
ing pressures are likely to materialize, 
including vaccine expenditures. The gov-
ernment has secured some vaccines 
through the COVAX facility to cover 
about 20 percent of the population and is 
looking to scale up the program to cover 
60 percent of Namibians. However, lower 
SACU transfers expected for the upcom-
ing fiscal year will limit room for maneu-
ver in the budget and translate into persis-
tently high financing requirements. The 
fiscal deficit is projected to hover around 9 
percent of GDP in 2021/22 and debt will 
continue to rise. Financing needs will be 

filled primarily in the domestic market. 
Namibia is also planning to roll-over its 
upcoming maturing Eurobond. Reduced 
SACU transfers and a larger trade deficit 
from next year will keep international 
reserves under pressure over the medium 
term. Monetary policy will remain driven 
by the peg to the Rand.   
Reversing the social impact of the pan-
demic and putting Namibia on a higher 
and more sustainable growth trajectory 
that allows for higher job creation and 
poverty-reduction will require unlocking 
structural constraints that predate the 
crisis. Needed reforms include improving 
the business environment to foster private 
investment and boost productivity and 
diversifying the economy. Preserving so-
cial spending will also be important to 
limit the risks of further worsening of 
poverty and inequality.  
 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 1.1 -1.6 -7.3 1.8 1.8 1.5

Private Consumption -0.9 3.6 -4.7 4.1 4.2 3.5

Government Consumption -0.1 0.4 5.2 -2.4 -2.2 -1.7

Gross Fixed Capital Investment -5.2 -4.2 -26.6 3.0 2.7 2.9

Exports, Goods and Services 16.5 -2.0 -27.0 8.0 5.6 4.5

Imports, Goods and Services 0.9 2.4 -18.0 7.0 5.8 5.0

Real GDP growth, at constant factor prices 1.2 -1.5 -7.3 1.8 1.8 1.5

Agriculture 3.3 -5.7 7.4 1.3 1.3 1.4

Industry 6.3 -3.2 -14.2 2.7 2.5 2.7

Services -1.2 -0.1 -5.8 1.5 1.6 1.1

Inflation (Consumer Price Index) 4.3 3.7 2.2 3.8 4.5 4.5

Current Account Balance (% of GDP) -3.4 -1.8 0.6 -5.4 -4.5 -4.5

Net Foreign Direct Investment (% of GDP) 0.8 -1.5 -1.8 0.9 1.5 1.6

Fiscal Balance (% of GDP)a -5.2 -5.5 -10.2 -9.0 -8.7 -7.4

Debt (% of GDP)b 54.4 62.2 74.4 80.4 85.8 89.7

Primary Balance (% of GDP)a -1.3 -1.2 -5.7 -4.4 -3.9 -2.0

International poverty rate ($1.9 in 2011 PPP)c,d 15.6 16.9 20.5 20.5 20.5 20.6

Lower middle-income poverty rate ($3.2 in 2011 PPP)c,d 33.8 36.2 42.9 42.9 42.9 43.1

Upper middle-income poverty rate ($5.5 in 2011 PPP)c,d 54.7 57.2 63.9 63.9 63.9 64.1

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Fiscal balances are reported in fiscal years (April 1 st -M arch 31 st).

(b) Refers to Public and Publicly Guaranteed debt.

(c) Calculations based on 2009-NHI ES and 201 5-NHIES. Actual data: 201 5. Nowcast: 201 6-2020. Forecast are from 2021  to  2023.

(d) Projection using annualized elasticity (2009-201 5)   with pass-through = 1 based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
The new government that will take office 
in April is confronting enormous chal-
lenges of creating the conditions for a self-
sustaining process of rapid per capita in-
come growth. This requires addressing 
the challenges and implementing structur-
al reforms that have eluded the country 
for so long. The challenges include unfa-
vorable geographic and weather condi-
tions, extremely high fertility rates, low 
human capital (health and education), a 
large informal sector, underdeveloped 
private and financial sectors, large infra-
structure gaps, poor governance, insecuri-
ty and other drivers of fragility, all exacer-
bated by weak institutions. Over the last 
decade Niger has consistently ranked at 
the bottom of the UNDP Human Develop-
ment Index. 
These structural challenges have been 
compounded by the global effects of the 
COVID-19 crisis. While the rates of con-
firmed cases and fatalities due to COVID-
19 have been low by international stand-
ards and the lowest in the region, the pan-
demic has derailed the timid economic 
and social progress registered in recent 
years, despite Niger being prevalently a 
rural economy where the role of trade and 
remittances flows is lower than in the 
WAEMU average and the touristic sector 
underdeveloped. 
Furthermore, floods across the country in 
summer2020 exacerbated the humanitarian 

crisis with some 600,000 people adverse-
ly affected. Vaccine rollout is expected to 
begin in May 2021, and to reach a critical 
mass of the population by end-2021, 
clearing the way for a gradual recovery 
in economic and social indicators. 
With US$558 per capita GDP (2010 con-
stant prices, PPP), 42 percent of the pop-
ulation lives on less than US$1.9 a day. 
Progress in the fight against poverty, 
food insecurity, unemployment, and the 
lack of public service delivery is under-
mined by a fast-growing population, 
which is expected to increase by 25 per-
cent by 2025.  
 
 

Recent developments 
 
Real growth fell to 0.8 percent in 2020 (-3 
percent in per capita terms). Restrictions 
on movement and business hours, the 
closure of the border with Nigeria and 
the halting of some investment projects 
undermined economic activity. External 
and internal shocks put pressure on in-
flation and strained public finances. 
Food shortages and speculative behav-
iors have pushed CPI inflation from -2.5 
percent in 2019, to 3.4 percent in 2020. 
The fiscal deficit widened to 5.4 percent 
of GDP, due to a drop of 1 percent of 
GDP in tax revenues and the rise on 1.3 
point of GDP in current spending to mit-
igate the effects of the pandemic, mainly 
through cash transfers. The current ac-
count deficit hit 16.7 percent of GDP in 
2020, with a sharp drop in exports and 
higher imports of health products.  

NIGER 

FIGURE 1 Niger / Real GDP growth and contributions to real 
GDP growth  

FIGURE 2  Niger / Actual and projected poverty rates and 
real GDP per capita  

Sources: INSN and World Bank staff estimates.  Source: World Bank. Notes: see Table 2. 

Despite Niger’s relative isolation from the 

global economy, the impact of the COVID

-19 pandemic pushed the economy to a 

standstill in 2020, which translated into a 

3 percent reduction in per capita income 

and 1.3 percentage points increase in pov-

erty. While the outlook is fraught with 

downside risks related to the sanitary, 

security, and climatic conditions, econom-

ic growth is projected to recover in 2021 

and the main macroeconomic and poverty 

indicators to slowly improve over the  

medium term.  
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Table 1 2020

Population, million 24.2

GDP, current US$ billion 1 3.3

GDP per capita, current US$ 549.4

International poverty rate ($1.9)
a 45.4

Lower middle-income poverty rate ($3.2)
a 77.2

Upper middle-income poverty rate ($5.5)
a 93.6

Gini index
a 34.3

School enro llment, primary (% gross)
b 66.4

Life expectancy at birth, years
b 62.0

(a) M ost recent value (201 4), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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WAEMU pooled external reserves 
reached an estimated 5.5 months of  
imports in 2020 due to large donor sup-
port and reduced imports. Between 
March and October, the REER appreci-
ated by 6.4 percent y/y, reflecting the 
nominal appreciation of the Euro vis-à-
vis the USD. The BCEAO has imple-
mented a set of monetary and macro-
prudential measures since March 2020, 
including a policy rate cut and extend-
ed refinancing operations of the 3-
month COVID-19 bonds. 
The share of the population living be-
low the international poverty line was 
on a declining trend and reached an 
estimated 41.6 percent in 2019. The 
COVID-19 and related economic and 
social distancing measures have re-
versed some of these recent gains. Sim-
ulations suggest that poverty has in-
creased by 1.3 percentage point to 42.9 
percent in 2020, drawing an additional 
685,000 people into extreme poverty. 
The COVID-19 pandemic is negatively 
impacting households through income 
losses due to job layoffs, and a deterio-
ration of human capital endowments; 
for example, due to school closures that 
are expected to increase drop-out rates, 
especially for girls and the most vul-
nerable. 
 

 

Outlook 
 
In 2021, economic growth is expected to 
rebound to 4.7 percent with the reopening 
of the border with Nigeria and the re-
sumption of large investment projects. 
The large import content of these projects 
will cause the current account deficit to 
further widen. The completion of the oil 
pipeline by 2023 should boost growth and 
exports over the medium term. GDP per 
capita will surpass its 2019 level in 2022 In 
2021, the number of extreme poor is ex-
pected to increase by an additional 
300,000 people, due mainly to population 
growth. In 2022, thanks to a projected 
strong economic performance, the poverty 
headcount will renew with its downward 
trend. It is important to note that the 
COVID-19 crisis will have long-lasting 
effects on the non-monetary dimensions of 
wellbeing, such as education (particularly 
of girls), health, and food security. 
Higher economic growth will lead to an 
increase in fiscal revenue while the 2021 
budget has kept spending constant in 
nominal terms. As a result, the fiscal defi-
cit should decline to 4.5 percent of GDP 
with public debt peaking at 42.9 percent of 
GDP. The risk of external and overall debt 

distress is projected to remain moderate, 
although the space to accommodate fur-
ther shocks has narrowed considerably.  
The successful transfer of power in the 
recent general elections could increase the 
country's attractiveness to investors. Yet, 
overall risks to growth remain tilted on 
the downside. The duration and depth of 
the COVID-19 outbreak and availability of 
vaccines represent key short-term risks. 
Medium-term risks stem from adverse 
weather conditions and a further worsen-
ing of the security situation while high 
population growth will continue to pose a 
key challenge for the medium term. The 
surge in oil production calls for an ade-
quate governance and fiscal framework to 
manage these flows in a stable, transpar-
ent and accountable manner. 
 
 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 7.2 5.9 0.8 4.7 8.9 12.1

Private Consumption 7.3 6.7 2.8 6.0 7.0 7.9

Government Consumption 7.2 0.5 8.2 6.5 8.3 10.0

Gross Fixed Capital Investment 11.4 11.4 6.3 7.6 -3.9 -7.2

Exports, Goods and Services -3.9 5.6 -21.5 15.0 24.0 51.0

Imports, Goods and Services 7.1 10.3 7.1 15.0 -4.2 -4.2

Real GDP growth, at constant factor prices 6.5 6.4 0.8 4.7 8.9 12.1

Agriculture 7.1 5.1 3.0 5.0 5.5 5.5

Industry 6.0 8.0 1.6 4.5 34.0 34.0

Services 6.4 6.7 -1.7 4.6 -1.7 2.6

Inflation (Consumer Price Index) 2.8 -2.5 3.4 1.7 2.0 2.0

Current Account Balance (% of GDP) -12.6 -12.7 -16.7 -18.5 -13.7 -7.9

Net Foreign Direct Investment (% of GDP) 3.3 3.7 4.8 7.5 3.1 2.7

Fiscal Balance (% of GDP) -3.0 -3.6 -5.4 -4.5 -3.1 -1.8

Debt (% of GDP) 37.0 39.9 41.8 42.9 42.4 41.7

Primary Balance (% of GDP) -2.1 -2.6 -4.3 -3.4 -1.9 -0.8

International poverty rate ($1.9 in 2011 PPP)a,b 42.5 41.6 42.9 42.5 40.3 37.0

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 73.4 72.3 74.0 73.5 70.7 66.2

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 92.3 91.9 92.5 92.3 91.3 89.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 1-ECVM A and 201 4-ECVM A. Actual data: 201 4. Nowcast: 201 5-2020. Forecast are from 2021  to  2023.

(b) Projection using annualized elasticity (201 1-201 4)   with pass-through = 1 based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
In 2020, Nigeria’s economy entered into a 
recession due to COVID-19-related dis-
ruptions, notably lower oil prices and re-
mittances, enhanced risk aversion in glob-
al capital markets, and mobility re-
strictions. The crisis is far from being over 
and a “second wave” has started in Nige-
ria, with the number of daily cases averag-
ing 407 in the first week of March, alt-
hough below the 642 daily peak cases rec-
orded in June 2020.  
Still recovering from the 2015- 2016 reces-
sion, COVID-19 struck the Nigerian 
economy while the business environment 
remained inadequate due to double-digit 
inflation, multiple foreign exchange rates 
practices, trade restrictions. Nigeria’s 
economy remains highly dependent on 
sales of crude oil. In 2019, while it only 
represented about 10 percent of total 
GDP, oil accounted for more than 80 per-
cent of exports and more than 50 percent 
of consolidated fiscal revenues. Its per-
formance has a direct effect on job crea-
tion and revenues in related manufactur-
ing and services sectors. It also impacts 
unrelated sectors, mainly through an 
income effect. Given these macroeconom-
ic vulnerabilities, 4 in 10 Nigerians lived 
below the poverty line before the COVID-19 
crisis struck. 
Following the COVID-19 shock, the feder-
al government took important steps to set 
the foundations for fiscal sustainability: 

reducing fuel and electricity subsidies, 
increasing oil sector and debt transparen-
cy, and proceeding with implementation 
of VAT, business environment, and ad-
ministrative reforms. Revenue-driven 
fiscal consolidation remains an urgent 
priority, as with the mounting debt ser-
vice costs (including from higher central 
bank deficit financing) and low and 
shocked revenues, the interest-to-revenue 
ratio at the federal government level ex-
ceeded 90 percent.  

 

Recent developments 
 
GDP contracted by 1.8 percent in 2020 
driven by a decline in oil industry (due to 
lower oil prices and production disrup-
tions), non-oil industry (as a result of lock-
down measures and the contraction of 
domestic demand), and services (due to a 
decline in trade, accommodation and food 
services, and transportation). The contrac-
tion of economic activity has stopped in 
2020Q4, as recovery in services and agri-
culture counterbalanced sustained con-
traction in industrial production. Annual 
inflation increased from 11.4 percent in 
2019 to 13.2 percent in 2020 driven by 
higher food prices due to pre-COVID bor-
der closures and rising FX restrictions, 
and rapidly increasing broad money 
growth (32 percent by the end of 2020), 
partly to finance the fiscal deficit.  In the 
December 2020 round of phone survey 
data, 83 percent of households reported 
experiencing an increase in the price of 
major food items between July 2020 and 

NIGERIA 

FIGURE 1 Nigeria / Oil price shock transmission channels  FIGURE 2  Nigeria / Actual and projected poverty rates and 
real GDP per capita 

Sources: Nigeria Authorities and World Bank. Source: World Bank Notes: Table 2. 

In 2020, Nigeria plunged into a recession 

due to the combined COVID-19 and oil 

price shocks. The number of people below 

the international poverty line is projected 

to rise by 12 million between 2020 and 

2023. The economy is expected to recover 

modestly in 2021. Reforms to enhance 

exchange rate management, fiscal man-

agement and the business climate would 

position the economy on a stronger and 

sustainable recovery path.  

Table 1 2020

Population, million 206.1

GDP, current US$ billion 440.9

GDP per capita, current US$ 21 39.1

International poverty rate ($1.9)
a 39.1

Lower middle-income poverty rate ($3.2)
a 71 .0

Upper middle-income poverty rate ($5.5)
a 92.0

Gini index
a 35.1

School enro llment, primary (% gross)
b 84.7

Life expectancy at birth, years
b 54.3

(a) M ost recent value (201 8), 201 1 PPPs.

(b) WDI for school enrollment (201 6); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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December 2020, up from 18 percent of 
households between January 2017 and 
January 2019.  
The pandemic severely disrupted the la-
bor market. While many workers have 
subsequently returned to work, income 
loss vulnerabilities remain and are con-
tributing to food insecurity. During the 
second half of 2020, 58 percent of house-
holds that experienced a shock reported 
they reduced their food consumption.  
The fiscal deficit widened to 5.8 percent of 
GDP following a sharp revenue fall, but 
timely passage of the amended budgets at 
both federal and state government levels 
helped limit the recourse to central bank 
financing (which, nevertheless, remained 
significant at 2.8 percent of GDP). 
In the first three quarters of 2020 exports 
declined by 44 percent due to lower oil 
prices, while imports declined by 16 per-
cent due to trade disruptions, FX scarcity 
and lower domestic demand. Resilient 
during the previous shocks, remittances 
(5 percent of GDP) have declined by 33 
percent in the same period as the Nigeri-
an diaspora experienced income shocks.  
While the central bank devalued the key 
FX rate twice during the year in the face 
of oil and capital inflow shocks (capital 
inflows declined by 59.6 percent in 2020), 
the movement was not sufficient to 

equilibrate the market. The intensified 
capital control measures led to FX scarci-
ty, evidenced by the increasing parallel 
exchange rate premium (22 percent on 
average in the H2).  

 

Outlook 
 

Nigeria’s growth is expected to recover 
modestly in 2021, averaging 1.4 percent, led 
by telecommunication services, trade due 
the gradual opening of borders, agriculture 
thanks to an additional influx of labor, and 
construction, in a context of higher oil pric-
es and fewer mobility restrictions. Yet, 
growth will remain constrained by low 
public and private investment.  
This baseline scenario assumes that the 
authorities maintain and strengthen cur-
rent macroeconomic reform efforts that 
are essential to managing the shock-
induced fiscal and external financing 
needs. Particular priorities include reve-
nue-based fiscal consolidation, the reprior-
itization of spending and the strengthen-
ing of expenditure and debt management, 
reforms for financial sector stability, and 
the adoption of a more flexible and trans-
parent foreign exchange management 
regime. 

Given the combined effects of the COVID-
19 crisis and population growth, the num-
ber of Nigerians living in poverty could 
rise by 12 million between 2020 and 2023, 
and by 2023 the absolute number of poor 
Nigerians will be close to 100 million with 
millions more vulnerable to falling below 
the poverty line if further shocks occur.        
Nigeria’s economic outlook remains high-
ly uncertain. Uncertainty around the pace 
of vaccination and duration of the COVID
-19 pandemic persists and will continue to 
impact household consumption and pri-
vate investment. Moreover, oil sector vol-
atility, including an unexpected shock to 
oil prices, and weaknesses in the sound-
ness and growth of the financial sector, 
despite recent forbearance measures by 
the central bank, could threaten this mod-
est projected recovery. Adequate ex-
change management reforms could bring 
portfolio flows back and foster private 
investment and employment creation. 
Even in the most favorable global context, 
the policy response of Nigeria’s authori-
ties will be crucial to set the foundations 
of a robust recovery path.  
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 1.9 2.2 -1.8 1.4 2.1 2.3

Private Consumption 5.2 -2.4 1.3 2.7 1.7 0.5

Government Consumption 33.2 15.0 13.6 1.5 0.7 3.4

Gross Fixed Capital Investment 9.7 11.8 19.0 0.2 5.4 5.4

Exports, Goods and Services -1.4 15.0 -32.2 -0.2 2.1 8.4

Imports, Goods and Services 49.2 27.3 -23.5 3.5 5.0 10.7

Real GDP growth, at constant factor prices 1.9 2.3 -1.9 1.4 2.1 2.3

Agriculture 2.1 2.4 2.2 1.4 2.1 2.3

Industry 1.9 2.3 -5.9 1.0 3.4 3.6

Services 1.8 2.2 -2.2 1.5 1.6 1.8

Inflation (Consumer Price Index) 12.1 11.4 13.2 15.5 13.0 11.0

Current Account Balance (% of GDP) 1.0 -3.8 -2.4 0.4 1.0 0.7

Net Foreign Direct Investment (% of GDP) 0.2 0.4 0.2 0.2 0.2 0.2

Fiscal Balance (% of GDP) -4.1 -4.6 -5.8 -4.5 -3.7 -4.3

Debt (% of GDP) 19.3 21.7 25.2 25.8 26.2 34.0

Primary Balance (% of GDP) -2.2 -2.6 -4.1 -2.6 -1.6 -2.5

International poverty rate ($1.9 in 2011 PPP)a,b 39.1 39.3 42.2 43.2 43.9 44.6

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 71.0 71.1 73.5 74.3 74.8 75.3

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 92.0 92.1 93.1 93.4 93.6 93.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 8-LSS. Actual data: 201 8. Nowcast: 201 9-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 8)  with pass-through = 0.7  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
The global pandemic has exposed limita-
tions in Rwanda’s growth model. Its 
heavy emphasis on public investment 
spending (which increased by 14 percent 
annually between 2010 and 2020) helped 
Rwanda become one of the world’s fastest
-growing economies. But public debt grew 
rapidly as well—more than tripling rela-
tive to GDP since 2010—raising concerns 
about its long-term sustainability. In June 
2020, Rwanda’s risk rating of debt distress 
shifted from “low” to “moderate” as the 
pandemic severely hit growth, exports, 
and tax revenues. This underscores the 
need to adopt a credible fiscal consolida-
tion path, strengthen debt management 
capacity, and shift from large public in-
vestments to growth that is led by the 
private sector and increased productivity.  
Inclusive growth remains a challenge, as 
the responsiveness of poverty reduction 
to growth has declined since 2010/11. In 
terms of the international poverty line of 
US$1.90 (2011 PPP), poverty rate de-
clined from 69 percent to 55.4 percent 
over 2005–2019, but due to COVID, pov-
erty is projected to increase in 2021 by 
almost 4 percentage points with respect 
to its 2019 value, adding close to 900,000 
new poor in 2 years. This uptick in pov-
erty increases the urgency to design a 
medium-term public investment strategy 
to achieve a more efficient allocation of 
resources geared toward projects critical 

for broad-based and inclusive economic 
recovery following the pandemic (e.g., 
supporting agriculture economy and rural 
livelihood, etc.). 
 
 

Recent developments 
 
The COVID-19 pandemic has driven 
Rwanda into its first recession since 1994. 
Countrywide mobility restrictions and 
closure of businesses caused almost all 
sectors to contract in Q2 and Q3 of 2020. 
GDP is estimated to have declined by 
about 3.3 percent over the full year. 
Heightened uncertainty weakened busi-
ness sentiment, resulting in a large invest-
ment decline. Private consumption re-
mained constant due to lower household 
income. The external position has deterio-
rated due to collapsed services exports, 
partially cushioned by the exports from 
the new gold refinery. Nevertheless, the 
CAD widened in 2020 and was mainly 
financed through external borrowing.  
Containment measures also led to job loss-
es, with the unemployment rate reaching 
22 percent in May (from 13 percent before 
COVID-19). The job market showed some 
improvements in August, with the unem-
ployment rate declining to 16 percent as 
economic activities started gaining some 
momentum. These job losses are expected 
to result in poverty increases (using the 
international poverty line of US$1.90) of 
1.8 percentage points in 2020, or more 
than 400,000 Rwandans falling into pov-
erty. Rwanda reinstated containment poli-
cies in early 2021 following renewed 

RWANDA 

FIGURE 1 Rwanda / Fiscal balance and public debt  FIGURE 2  Rwanda / Actual and projected poverty rates and 
real private consumption per capita 

Source: World Bank staff estimates.  Source: World Bank. Notes: see Table 2. 

Rwanda’s economy fell into recession in 

2020 as the COVID-19-induced crisis 

severely hit tourism, education, and min-

ing sectors. The twin deficits deteriorat-

ed—requiring more external financing—

and are expected to remain at above their 

pre-crisis levels in 2021. The adverse 

effect of the crisis on output and employ-

ment means that poverty is expected to 

increase between 2019 and 2021. Real per 

capita GDP is expected to return to its 

pre-crisis level in 2022. 
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Table 1 2020

Population, million 1 3.0

GDP, current US$ billion 1 0.1

GDP per capita, current US$ 780.8

International poverty rate ($1.9)
a 56.5

Lower middle-income poverty rate ($3.2)
a 80.2

Upper middle-income poverty rate ($5.5)
a 91 .9

Gini index
a 43.7

School enro llment, primary (% gross)
b 1 31 .3

Life expectancy at birth, years
b 68.7

(a) M ost recent value (201 6), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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waves of infections. The government con-
tinues to implement its US$900 million 
Economic Recovery Plan (ERP), reflected 
in the FY21 budget, with policies focusing 
on increased spending to contain the epi-
demic and to strengthen the health sys-
tem, social protection, education, as well 
as support for the private sector through 
the recovery fund. The government is 
relying mainly on support from develop-
ment partners to finance the ERP. BNR 
continues to maintain an accommodative 
monetary policy by keeping the policy 
rate at 5 percent since April 2020. Credit 
growth reached 21.8 percent in 2020, 
mainly driven by loans restructuring 
granted to borrowers whose activities 
were negatively affected by the pandemic. 
The banking sector remained well-
capitalized and well-positioned to with-
stand the pandemic. 

 

Outlook 
 

Rwanda’s medium-term outlook is cloud-
ed by COVID-19. With the pandemic like-
ly to continue dampening business activi-
ty in 2021, GDP is projected to grow by 4.9 
percent—below the pre-crisis trajectory of 
around 8.0 percent per year—with a grad-
ual recovery by 2023. Real per capital GDP 

is expected to remain below its 2019 level 
until 2022. This outlook reflects the height-
ened uncertainty surrounding the second 
wave of the coronavirus at global and 
African levels—mainly fueled by new 
COVID-19 variants—that weighs on in-
vestment decisions and external demand. 
In addition, the elevated unemployment 
rate and other weaknesses in the labor 
market will continue to slow growth in 
private consumption. The recovery in 
private consumption will contribute to 
reducing poverty slightly in 2022 com-
pared to 2021, but still at a higher level 
than in 2020. 
Rwanda’s outlook also hinges on how 
efficiently the government executes its 
economic recovery plans, as well as on 
the support of development partners. 
Government spending is projected to 
remain relatively high over the next few 
years. The fiscal deficit is expected to 
narrow in 2021 and 2022 as domestic 
revenue recovers but remain above the 
pre-crisis level. Besides higher financing 
requirements, the government will real-
locate fiscal resources to priorities as de-
fined in the ERP. The CAD is expected to 
remain elevated in 2021 due to lower 
trade and tourism activities, as global 
demand remains subdued. Inflation is 
expected to remain within the central 
bank’s target range of 5±3 percent.  

Even though Rwanda managed the sec-
ond wave of COVID-19 relatively well 
and recent vaccine approvals have raised 
hopes of a turnaround, delays in obtaining 
a vaccine would imply longer border clo-
sures and a slower economic recovery in 
2021.A downside scenario could see a 2.5 
to 3 percent growth in 2021. 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 8.6 9.4 -3.3 4.9 6.4 7.5

Private Consumption 9.1 2.4 0.9 1.7 3.5 5.2

Government Consumption 5.1 17.5 2.2 15.7 9.7 1.9

Gross Fixed Capital Investment 6.0 32.1 -11.8 7.3 7.8 10.5

Exports, Goods and Services 10.6 19.9 -6.5 11.0 14.7 16.7

Imports, Goods and Services 8.1 18.0 -1.2 8.5 8.5 8.5

Real GDP growth, at constant factor prices 8.5 8.9 -3.3 5.0 6.5 7.5

Agriculture 6.1 5.0 0.9 3.6 5.5 5.5

Industry 8.7 16.6 -4.0 7.4 10.7 10.7

Services 9.7 8.2 -5.2 4.9 5.3 7.3

Inflation (Consumer Price Index) 1.4 2.4 7.4 2.5 4.1 5.0

Current Account Balance (% of GDP) -10.2 -11.0 -12.2 -12.5 -11.4 -9.3

Net Foreign Direct Investment (% of GDP) 3.6 3.7 2.4 3.6 3.6 3.8

Fiscal Balance (% of GDP) -4.8 -9.2 -10.0 -8.6 -7.7 -5.8

Debt (% of GDP) 52.4 56.7 67.5 73.2 75.7 75.6

Primary Balance (% of GDP) -3.6 -7.7 -8.2 -6.8 -6.0 -4.1

International poverty rate ($1.9 in 2011 PPP)a,b 55.3 55.4 57.2 59.1 58.8 57.7

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 79.6 79.6 80.1 80.6 80.4 79.8

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 91.6 91.6 91.8 92.0 91.9 91.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 0-EICV-III and 201 6-EICV-V. Actual data: 201 6. Nowcast: 201 7-2020. Forecast are from 2021  to  2023.

(b) Projection using microsimulation for 2020 and 2021, and average elasticity (201 0-201 6) 

with pass-through = 0.7 based on private consumption per capita in constant LCU for 2022 and 2023. 
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Key conditions and 
challenges 
 
STP is a small island country constrained 
by remoteness, weak private sector, and 
low human capital. Growth in STP has 
long been driven by public expenditures, 
especially grant- and debt-financed pub-
lic investment. Such public expenditure-
driven growth is no longer sustainable 
due to the structural decline of grants 
and concessional external financing in 
recent years, combined with historically-
low domestic revenue mobilization. Per-
sistent fiscal and current account deficits 
have led to debt accumulation that put 
the country in debt distress and present 
an ongoing challenge to the fixed ex-
change rate. Key reforms, especially on 
energy and taxation, are critical to main-
tain stability and create conditions for 
private sector growth. Most Sao 
Tomeans work in low-productivity and 
subsistence self-employment and ex-
treme poverty remains high, with about 
one-third of the population living on 
less than $1.90 per day (in 2011 PPP 
terms). Malnutrition and deprivations in 
essential goods and services are preva-
lent and reduce human capital and 
productivity growth.  
The near-halt in international tourism, a 
growing industry accounting directly for 
2.4 percent of GDP and about 5 percent 
of employment, and public health 
measures implemented to curb the 
spread of disease were the main channels 

through which the pandemic affected 
STP’s economy. In July 2020, most work-
ers reported lower earnings due to busi-
ness closures, reduced demand, and re-
duced business hours. The ongoing eco-
nomic and health crisis along with presi-
dential elections expected in 2021, could 
cause delays to reforms. Additional risks 
stem from the fragile energy sector that 
needs urgent investment and governance 
reforms. Risks to the reform agenda are 
partially mitigated by the support of the 
multilateral development partners.  
 
 

Recent developments 
 
Despite the pandemic-related freeze in 
tourism and the curfew, the government 
estimates real GDP growth at 3.1 percent in 
2020, driven by the expansion of the indus-
trial and services sectors underpinned by a 
36.5 percent increase in government prima-
ry spending, much of which on salaries, 
goods and services, and public investment. 
This included a four-fold increase in sup-
port to vulnerable households. Industrial 
activity expanded by 4.4 percent boosted 
by construction, which benefited from an 
increase of externally-financed public in-
vestments. A palm oil mill began produc-
tion in end-2019, contributing to industrial 
growth. The services sector grew 2.2 per-
cent sustained by public administration. 
Consequently, poverty is expected to have 
remained stable.   
The current account deficit widened from 
an estimated 12.5 percent of GDP in 2019 
to 16.5 percent of GDP in 2020. The trade 

FIGURE 1 São Tomé and Príncipe / Twin current account 
and primary fiscal deficits 

FIGURE 2  São Tomé and Príncipe / Actual and projected 
poverty rates and real GDP per capita 

Sources: Government authorities, IMF and World Bank staff estimates and  
projections. 

Source: World Bank. Notes: see Table 2. 

São Tomé and Príncipe (STP)´s economy 

has offset recessionary effects of the COVID

-19 pandemic through exceptional interna-

tional support. Public expenditures boosted 

growth to 3.1 percent but poverty is esti-

mated to have hardly changed in 2020. 

Maintaining such levels of public spending 

will be a challenge in 2021 and growth will 

need to come from the expansion of com-

mercial agriculture and tourism. STP 

needs to implement structural reforms to 

address macro-fiscal vulnerabilities and 

promote greater private sector development. 

SÃO TOMÉ 
AND PRÍNCIPE  

Table 1 2020

Population, million 0.2

GDP, current US$ billion 0.5

GDP per capita, current US$ 21 59.4

International poverty rate ($1.9)
a 35.6

Lower middle-income poverty rate ($3.2)
a 65.4

Upper middle-income poverty rate ($5.5)
a 86.4

Gini index
a 56.3

School enro llment, primary (% gross)
b 1 06.8

Life expectancy at birth, years
b 70.2

(a) M ost recent value (201 7), 201 1 PPPs.

(b) WDI for school enrollment (201 7); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:



273 MPO Apr 21 

deficit has improved from 26.5 to 21.7 per-
cent of GDP, explained by increased goods 
exports (e.g. palm-oil), while imports de-
clined mostly due to lower costs of oil 
products. Net international reserves in-
creased to US$37 million in end-2020 from 
US$32 million at end-2019, bolstered by 
emergency lending.   
Reflecting the public spending increase and 
supply constraints, inflation stood at 9.4 
percent in 2020. Also, the tight monetary 
policy stance was relaxed to provide emer-
gency liquidity support to the banking sec-
tor, which increased money supply (M2) by 
9.4 percent YoY in November 2020.  
The pandemic response has widened the 
budget deficit. Despite the higher domestic 
revenues, the additional public expendi-
tures to address the pandemic contributed 
to an estimated primary deficit of 5.5 per-
cent of GDP in 2020, which was financed 
mostly by grants. Public debt decreased to 
90.7 percent of GDP, and STP remains in 
debt distress due to unsettled long-standing 
external arrears although debt is deemed 
sustainable under programmed policies.  
 
 

Outlook 
 
Growth is expected to moderate to 2.7 
percent in 2021 as the public spending 

impulse wanes. Agricultural activity is 
expected to expand due to higher palm oil 
and cocoa production, while increased 
public investment and implementation of 
externally financed projects are expected 
to support industrial activity. The services 
sector will benefit from fewer mobility 
restrictions, which will contribute to in-
creased trade and tourism activity. How-
ever, this is conditional on the COVID-19 
outbreak being controlled and progress in 
vaccination.  
With a recovery of the tourism sector and 
gains in palm oil exports, the current ac-
count deficit (excluding grants) should 
decline to below 15.0 percent of GDP in 
2021–22. The trade balance is projected to 
improve, despite higher oil prices. FDI, oil
-related and other, is expected to increase 
as global oil prices recover and the gov-
ernment implements structural reforms to 
attract private investors.   
Inflation is projected to moderate to 9.0 
percent in 2021 as the lifting of the pan-
demic-related disruptions relieves infla-
tionary pressures. Additionally, fiscal con-
solidation and tighter monetary policy are 
expected to reduce inflation in the medium
-term, although the planned introduction of 
VAT in 2021 may create additional infla-
tionary pressures. To mitigate the impact 
on poverty, coverage of the transfer pro-
gram will increase to 15,000 households. 

The fiscal balance is expected to improve 
in the medium-term as the government 
resumes fiscal consolidation, improves 
tax collection, and adopts measures to 
reduce losses in the electricity sector. 
These should contribute to a gradual 
decline in public debt. Additionally, the 
authorities  have committed to borrow 
externally only on concessional terms 
under the IMF program.  
The reintroduction of travel restrictions, 
and slow progress in vaccination could 
delay the recovery of tourism in STP. In 
addition, a weak global recovery could 
undermine the agricultural sector due to 
lower exports, while delays in externally
-financed projects can subdue industrial 
activity. Under such a downside scenar-
io, real GDP could contract by around 
4.8 percent.  
  
 
 

TABLE 2  São Tomé and Príncipe / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 2.9 2.2 3.1 2.7 3.5 4.0

Real GDP growth, at constant factor prices 2.1 2.5 2.3 2.7 3.5 4.0

Agriculture -3.3 1.0 -1.1 1.7 2.0 2.8

Industry 0.8 0.7 4.4 3.0 3.3 3.5

Services 3.1 3.2 2.2 2.7 3.7 4.2

Inflation (Consumer Price Index) 7.9 7.8 9.9 9.3 7.8 6.1

Current Account Balance (% of GDP) -12.4 -12.5 -16.5 -10.3 -8.2 -7.3

Fiscal Balance (% of GDP) -2.9 -1.3 -4.7 -2.9 -1.1 -0.7

Debt (% of GDP) 96.2 97.7 90.7 89.4 86.3 81.9

Primary Balance (% of GDP) -2.5 -0.6 -4.3 -2.5 -0.7 -0.3

International poverty rate ($1.9 in 2011 PPP)a,b 35.5 35.4 35.2 35.0 34.8 34.4

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 65.2 65.2 65.0 64.8 64.7 64.3

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 86.2 86.1 85.8 85.7 85.4 85.0

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 7-IOF. Actual data: 201 7. Nowcast: 201 8-2020. Forecast are from 2021  to  2023.

(b) Projection using point to  point elasticity at regional level  with pass-through = 0.7 based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Over the past decade, Senegal benefited 
from enhanced international competitive-
ness, a demographic transition and struc-
tural transformation. Average annual 
growth of 5 percent between 2011-2019 
reduced the poverty rate by 5 percentage 
points (using the national poverty line). 
However, Senegal’s track record falls 
short of top performing Sub-Saharan Afri-
can countries, which reduced poverty 
rates between 1 and 3.4 ppts per year. 
Worryingly, inequality has stagnated over 
the same period, with a Gini coefficient 
stable at 0.35 and persistent spatial and 
socio-demographic disparities, including 
gender gaps. 
The combination of a COVID-19 induced 
global recession, disruptions in supply 
chains and containment measures have 
taken a heavy toll on the economy. The 
pandemic also highlighted structural vul-
nerabilities hampering Senegal’s potential 
for resilient and equitable growth. On the 
one hand, insufficient and unevenly dis-
tributed human capital and structural ine-
qualities constrain labor supply. On the 
other hand, the private sector has been 
unable to generate enough productive jobs 
to keep up with high population growth, 
stifled by insufficient competition and in-
adequate financing. The crisis also aggra-
vated emerging fiscal vulnerabilities, un-
derlining the importance of transparent, 
effective fiscal and debt management as a 

foundation of inclusive growth. Finally, 
Senegal is exposed to coastal erosion and 
climate shocks (floods, droughts, and asso-
ciated health hazards), which could affect 
recovery in key sectors such as tourism and 
reduce agricultural productivity. 
 
 

Recent developments 
 
The COVID-19 outbreak halted years of 
strong economic performance. The econ-
omy is estimated to have contracted by 
0.7 percent in 2020, from growth of 4.4 
percent in 2019. This first recession since 
1990 was driven by weak activity in real 
estate, the hospitality and tourism indus-
try, and ICT. Despite a negative output 
gap, inflation increased from 1 percent in 
2019 to 2 percent in 2020 due to higher 
transport and food prices stemming from 
confinement measures and supply chain 
disruptions. 
The Current Account Deficit (CAD) wid-
ened from 7.8 percent of GDP in 2019, to 
10.7 percent in 2020, as weak demand in 
key export markets affected export per-
formance, particularly tourism services. 
The CAD was financed by strong hydro-
carbon related FDI and increased devel-
opment assistance. 
While public debt remains sustainable, the 
crisis aggravated pre-existing fiscal imbal-
ances. After widening to 3.8 percent of GDP 
in 2019, the fiscal deficit deteriorated further 
to 6.5 percent of GDP in 2020. This reflects a 
combination of lower tax revenues resulting 
from the slowdown in economic activity 
and increased spending to mitigate the  

SENEGAL 

FIGURE 1 Senegal / Real GDP growth and contributions to 
real GDP growth and fiscal balance  

FIGURE 2  Senegal / Actual and projected poverty rates and 
real GDP per capita 

Sources: Senegalese authorities and World Bank staff calculations.  Source: World Bank. Notes: see Table 2.   

Senegal experienced its first contraction 

since 1990 as COVID-19 induced global 

and local demand shocks hit the service 

sector. Growth fell from 4.4 percent in 

2019 to -0.7 percent in 2020, resulting in 

the incidence of extreme poverty increas-

ing from 35.9 to 36.6 percent along with a 

widening of the twin fiscal and current 

account deficits. Recovery is expected to 

be gradual, with downside risks stemming 

from a sustained pandemic, climatic haz-

ards, terms of trade shocks, and delayed 

structural reforms. 

Table 1 2020

Population, million 1 6.7 

GDP, current US$ billion 24.2

GDP per capita, current US$ 1 447.1

International poverty rate ($1.9)
a 38.5

Lower middle-income poverty rate ($3.2)
a 68.4

Upper middle-income poverty rate ($5.5)
a 88.4

Gini index
a 40.3

School enro llment, primary (% gross)
b 82.1

Life expectancy at birth, years
b 67.7

(a) M ost recent value (201 1), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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impact of the crisis. As a result, the debt to 
GDP ratio maintained its pre-crisis upward 
trend and increased from 64.5 percent of 
GDP in 2019, to 67.6 percent in 2020.  
Senegal’s monetary and exchange rate 
policies are managed by the Central Bank 
of West African States (BCEAO), which 
maintains a fixed peg between the CFA 
Franc and the Euro. Its reserves reached 
an estimated 5.5 months of imports in 
2020 due to large donor support and re-
duced imports during the pandemic. Be-
tween March and October 2020, the REER 
appreciated by 6.4 percent y/y, reflecting 
the nominal appreciation of the Euro 
against the USD. To support the regional 
economy and COVID-19 related extra 
spending, the BCEAO announced a set of 
monetary and macroprudential measures 
since March 2020, including a policy rate 
cut and extended refinancing operations 
of the 3-month COVID-19 bonds to help 
governments and businesses. 
As a result of COVID-19, and the related 
household income loss, the poverty rate 
(US$ 1.9/day in 2011 PPP) increased from 
35.9 percent in 2019, to 36.6 percent in 
2020. This increase was more pro-
nounced in urban areas where social dis-
tancing measures reduce economic activ-
ities in service sectors and informality is 
widespread. 
 

 

Outlook 

 
Assuming the pandemic gradually re-
cedes (helped by the roll-out of vaccines in 
2021Q2), real GDP growth should recover 
to 3.1 percent in 2021. This u-shaped re-
covery would be driven by a rebound in 
services as households and businesses 
adapt to operate in the pandemic. Growth 
is expected to accelerate in 2022-2023 to an 
average of 6.9 percent, building on strong-
er exports, a pick-up in private investment 
and the resumption of major extractive 
projects with first gas coming onstream by 
end 2023. Given the high population 
growth, the current projections indicate 
that per capita GDP will not return to its 
2019 level before 2023. Prudent monetary 
policy and exchange rate stability should 
keep inflation around 2 percent. 
The CAD is expected to remain elevated 
at about 10.5 percent of GDP in 2021-2022 
fueled by high capital investment imports 
and worsened terms of trade (for oil and 
gold). It is then expected to sharply shrink 
to about 4.5 percent as hydrocarbon ex-
ports come on stream in 2023. Financing 
needs would be met by access to regional 
and international capital markets in-
creased external (concessional) borrowing 

and hydro-carbon related FDI. WAEMU 
reserves would reach about 5 months of 
imports by 2021 as member countries di-
gest the COVID-19 crisis, helped by a nor-
malization of fiscal spending and capital 
inflows. 
Fiscal pressures will gradually ease as 
continued tax revenue mobilization efforts 
– supported by a medium-term revenue 
strategy– help to rebuild fiscal space. This 
will be coupled by the unwinding of 
COVID-19 spending to pre-crisis levels. 
As a result, the fiscal deficit will converge 
to the WAEMU criterion of 3 percent of 
GDP by 2023, putting the debt-to-GDP 
ratio on a downward trend starting 2022. 
With the expected recovery over 2021-
2023, the international extreme poverty 
rate will start declining slowly to reach 
36.7 percent by 2023, however, staying 
above 2019 levels. At the same time, per 
capita GDP is set to return to pre-crisis 
levels by 2023, suggesting deeper scarring 
among the poor.   
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 6.2 4.4 -0.7 3.1 4.9 8.9

Private Consumption 4.7 3.4 -0.5 1.5 3.2 3.2

Government Consumption 3.5 5.5 10.7 1.9 4.8 5.0

Gross Fixed Capital Investment 13.7 8.4 3.6 11.4 8.7 17.8

Exports, Goods and Services 8.2 11.2 -5.0 -2.0 2.0 13.1

Imports, Goods and Services 9.0 5.3 4.0 3.5 3.7 8.0

Real GDP growth, at constant factor prices 6.1 4.3 -0.7 3.1 4.9 8.9

Agriculture 8.1 4.5 6.3 3.2 2.6 2.0

Industry 6.5 3.7 2.9 3.8 5.2 20.5

Services 5.4 4.6 -4.2 2.8 5.5 5.4

Inflation (Consumer Price Index) 0.5 1.0 2.0 1.7 2.0 2.0

Current Account Balance (% of GDP) -9.1 -7.8 -10.7 -10.3 -10.1 -6.6

Fiscal Balance (% of GDP) -3.9 -3.9 -6.5 -4.9 -4.0 -3.0

Debt (% of GDP) 62.4 64.5 67.6 68.9 68.2 67.4

Primary Balance (% of GDP) -1.9 -1.9 -4.3 -2.9 -1.9 -0.9

International poverty rate ($1.9 in 2011 PPP)a,b 36.1 35.9 36.6 36.9 36.8 36.7

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 66.4 66.3 66.9 67.1 67.0 66.9

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 85.8 85.6 86.4 86.7 86.6 86.4

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 2005-ESPS-I and 201 1-ESPS-II. Actual data: 201 1. Nowcast: 201 2-2020. Forecast are from 2021  to  2023.

(b) Projection using point to  point elasticity at regional level  with pass-through = 0.87 based on private consumption per capita in constant LCU. 
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Key conditions and 
challenges 
 
A lack of economic diversification and the 
high dependence on the tourism and fish-
ing sectors as well as imports, exposes Sey-
chelles to external shocks. These shocks are 
transmitted through disruptions in interna-
tional travel and tourism demand; fluctua-
tions in fishing stocks and instabilities in 
the price of essential commodities such as 
food and fuel prices. Seychelles is also ex-
posed to fiscal risks emanating from the 
share of short-term domestic debt in total 
government debt and fiscal risks from State
-owned enterprises (SOEs), particularly Air 
Seychelles, whose financial difficulties has 
been exacerbated by the decline in the glob-
al travel industry.  
As the pandemic continues to unfold, the 
Seychelle’s economy will continue to feel 
the effects of the decline in the global trav-
el industry. Also, unemployment may 
increase as the government winds down 
the financial assistance for job retention 
program to the private sector. While the 
country’s attempts to increase the benefits 
of various social protection programs in 
the last few years have partly contributed 
to a decline in poverty between 2013-18, 
the impact of COVID-19 have tempered 
the gains made. Majority of low-income 
workers are employed in accommodation 
and food service activities, health services, 
and business support activities. As a re-
sult, they have been significantly impact-
ed by COVID-19.  

 

Recent developments 
 
Seychelles economy is still grappling with 
the negative effects of COVID-19 since its 
onset in early 2020. The spread of the vi-
rus led to a 60 percent decline in the tour-
ism industry and a decline of 13.4 percent 
in economic activity. In addition to the 
contraction in economic activity, the year 
was characterised by financial difficulties 
in the private sector and frictions in the 
labour market. Given the significant de-
cline in the performance of the tourism 
industry, the fisheries and manufacturing 
sectors are currently the leading drivers of 
the economy. However, income generated 
from these two sectors was insufficient to 
offset the loss in income from the tourism 
industry.  
The Government of Seychelles responded 
to COVID-19 with measures to mitigate 
the economic fallout on businesses and 
households. As a result, expenditures 
increased drastically to 52 percent of 
GDP in 2020 from 37.7 percent of GDP in 
2019. At the same time, revenue declined 
to 34 percent of GDP from 37.6 percent of 
GDP in 2019 due to lower aggregate de-
mand as tourism activities declined. Con-
sequently, the fiscal deficit increased to 
17.8 percent of GDP in 2020 from 1 per-
cent in 2019. The financing gap that arose 
was financed with increased borrowing 
from both the domestic and external mar-
kets. This resulted in an increase in the 
debt to GDP ratio to 102.3 percent of 
GDP from 58.7 percent in 2019. The 
shock to GDP and the deprecation in the 

SEYCHELLES 

FIGURE 1 Seychelles / Fiscal balance and public sector debt  FIGURE 2  Seychelles / Actual and projected poverty rates 
and real GDP per capita 

Sources: WDI and staff estimates.  Source: World Bank. Notes: see Table 2.  

Real GDP declined by 13.3 percent in 

2020 and is projected to increase to 1.8 

percent in 2021 as the tourism industry 

recovers in the second half of the year. In 

the medium-term, economic growth is 

expected to rebound, but the fiscal burden 

attached to the government’s response 

package is expected to linger and substan-

tially delay the country’s ability to reach 

its debt target. Poverty increased in 2020 

due to the impact of COVID-19. 

Table 1 2020

Population, million 0.1

GDP, current US$ billion 1 .2

GDP per capita, current US$ 1 231 3.9

International poverty rate ($1.9)
a 0.5

Lower middle-income poverty rate ($3.2)
a 1 .1

Upper middle-income poverty rate ($5.5)
a 5.2

Gini index
a 32.1

School enro llment, primary (% gross)
b 1 00.4

Life expectancy at birth, years
b 72.8

(a) M ost recent value (201 8), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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exchange rate also contributed to increas-
ing debt levels.  
Vulnerable households linked to economic 
sectors affected by COVID-19 face a sub-
stantially elevated risk of falling into pov-
erty, at least in the short-run. While the 
full impact of COVID-19 on poverty in 
2020 is not yet known, poverty is projected 
to rise to 6.5 percent in 2020. The unem-
ployment rate jumped to 4 percent in the 
third quarter of 2020, from 2.3 percent in 
the last quarter of 2019. This was primarily 
driven by a decline of 1.7 percent in em-
ployment in tourism related industries due 
to the drastic drop in visitor arrivals. How-
ever, the unemployment rate peaked at 4.8 
percent in the fourth quarter of 2020 and 
started to decline since then due to the miti-
gating impact of the financial assistance for 
job retention program implemented by the 
government of Seychelles. 

 

Outlook 
 
Economic growth is projected to recover 
to 1.8 percent in 2021 contingent on the 
recovery of the tourism sector which is 
heavily reliant on external developments 
such as the revival of the global economy 
and the rate of vaccination, particularly in 
key tourism markets. The performance of 

the economy in 2021 is also dependent on 
the government reaching its target of vac-
cinating 70 percent of the population. In 
the medium-term, economic growth is 
expected to recover as global travel re-
sumes. Inflationary pressures are antici-
pated to be higher in the short to medium 
term on account of the depreciation of the 
domestic currency, a trend that is ex-
pected to persist if foreign exchange de-
mand continues to exceed supply.  
The fiscal deficit is expected to contract 
over the medium-term, as the increase in 
spending associated with COVID-19 sub-
sides. Revenue collection will increase in 
the medium-term driven by a resump-
tion of economic activities although gen-
erous loss-carry forward provisions and 
gradual recovery in tourism will likely 
continue to suppress VAT and business 
tax collection below pre-crisis levels for 
several years to come. Meanwhile, ex-
penditure is projected to remain higher 
than pre-crisis levels in 2021 as the 
spending associated with COVID-19 con-
tinues until the end of the first half of the 
year. The debt to GDP ratio will remain 
above the debt target <50 percent of GDP 
in the medium-term (that was to be 
reached by 2021), by several years. The 
fiscal position faces risks from interlinked 
domestic factors such as fiscal and debt 
sustainability.  

Poverty is projected to slowly continue to 
decline to 5.9 percent by 2022 ($5.5 a day 
per capita line), following an increase to 
6.5 percent in 2020 due to COVID-19. Nev-
ertheless, this depends on the ability of the 
tourism and services sectors to bounce 
back over the next few years. Finally, the 
high level of social spending undertaken 
by the GoS is expected to become unsus-
tainable in the wake of a rapidly aging 
population and in the context of COVID-
19 which has led to an increase in fiscal 
pressures. Thus, a cut in social spending is 
likely to lead to an increase in both pov-
erty and inequality in the post-COVID 
stage. 
 
 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 4.1 2.0 -13.3 1.8 4.3 4.2

Private Consumption 3.3 4.8 -10.8 6.7 5.8 5.3

Government Consumption 8.8 -0.2 4.3 4.1 2.3 -1.5

Gross Fixed Capital Investment 3.8 -2.7 -37.7 22.1 3.1 8.3

Exports, Goods and Services 2.9 2.0 -39.6 30.9 7.5 7.4

Imports, Goods and Services 4.0 0.9 -38.2 38.2 6.5 6.5

Real GDP growth, at constant factor prices 4.1 1.8 -13.4 1.8 4.3 4.2

Agriculture 0.9 1.1 -0.2 1.0 1.1 1.1

Industry 2.4 2.1 0.7 2.0 2.4 2.0

Services 4.4 1.7 -15.4 1.8 4.7 4.6

Inflation (Consumer Price Index) 3.7 2.0 1.2 3.7 2.5 3.0

Current Account Balance (% of GDP) -19.6 -18.8 -29.7 -36.9 -34.9 -29.2

Net Foreign Direct Investment (% of GDP) 17.2 17.7 10.1 16.3 18.7 22.6

Fiscal Balance (% of GDP) -0.2 1.0 -17.8 -15.7 -12.4 -9.0

Debt (% of GDP) 59.7 58.7 102.3 114.3 112.1 106.4

Primary Balance (% of GDP) 2.9 3.6 -14.3 -11.3 -7.8 -4.6

International poverty rate ($1.9 in 2011 PPP)a,b 0.5 0.5 0.7 0.6 0.6 0.5

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 1.1 1.1 1.5 1.5 1.3 1.2

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 5.2 5.0 6.5 6.4 5.9 5.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 8-HBS. Actual data: 201 8. Nowcast: 201 9-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 8)  with pass-through = 0.87  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 

 
Sierra Leone’s long-term growth perfor-
mance has oscillated due to its vulnerabil-
ity to both domestic and external shocks. 
Growth averaged 4.4 percent over the past 
decade, despite sharp economic contrac-
tions in 2015 and 2020 following the 2014 
Ebola and COVID-19 pandemics, respec-
tively. The country’s reliance on commod-
ity exports has caused economic growth to 
be highly volatile. The collapse of com-
modity prices in 2014/15 due to weak 
global demand resulted in closure of the 
two largest iron ore mines and a 74.6 per-
cent reduction in mineral exports. Income 
per capita grew by just 2.8 percent per 
annum during the last ten years, reflecting 
low investments in physical and human 
capital and faster population growth (at 
2.2 percent per annum), indicating that the 
economy is not growing fast enough to 
significantly reduce poverty. At the cur-
rent rate it would take a generation to 
double income to substantially reduce the 
rate of poverty. Low human and physical 
capital accumulation due to low national 
savings and limited access to long-term 
capital have resulted in negative total fac-
tor productivity (TFP) growth. Over the 
past decade, Sierra Leone made significant 
progress in reducing extreme poverty 
(living on less than $1.9-a-day in 2011 
PPP) from over 60 percent in 2009 to 40.5 
percent in 2019. However, the global pan-
demic reversed these gains and in 2020, 

poverty increased sharply to 43.4 percent. 
Economic growth and incomes fell in 2020 
following disruptions in supply chains, 
travel restrictions and border closures, 
and lower demand in advanced econo-
mies and emerging markets. In the first 
three months of the pandemic, the vast 
majority of households saw decreases in 
self-employment, wage, and non-labor 
income. Between July and November 
2020, self-employment and wages saw a 
rebound, while non-labor income contin-
ued to decline. The government devel-
oped a Quick Action Economic Response 
Program (QAERP), which combined mon-
etary and fiscal stimulus measures to 
maintain macroeconomic stability and 
help mitigate the COVID-19 impact on 
businesses and households.   
 
 

Recent developments 
 
Sierra Leone’s economy contracted by 2.2 
percent in 2020 – 0.9 percentage point less 
than the World Bank’s October 2020 fore-
cast, reflecting easing of COVID-related 
restrictions in the second half of the year 
and the implementation of the QAERP. 
The contraction was driven mainly by a 
10.0 percent decline in services, especially 
trade, travel and tourism. The pandemic 
related restrictions and supply chain dis-
ruptions also slowed activities in agricul-
ture. Industry also declined by 1.8 percent 
largely reflecting the deceleration of min-
ing activities due to the pandemic. On the 
demand side, lower gross fixed invest-
ments and net-exports out-weighed the 

SIERRA LEONE 

FIGURE 1 Sierra Leone / Real GDP growth and contributions 
to real GDP growth 

FIGURE 2  Sierra Leone / Actual and projected poverty rates 
and real GDP per capita  

Sources: Sierra Leone authorities and World Bank staff estimates and  
projections. 

Source: World Bank. Notes: see table 2. 

Sierra Leone’s economy contracted by 2.2 

percent in 2020, reversing recent poverty 

reduction gains. Despite monetary accom-

modation, inflationary pressures eased as 

nonfood prices fell. The current account 

deficit narrowed with increased official 

transfers to support government’s re-

sponse to the COVID-19 pandemic. But 

the fiscal deficit widened on revenue 

shortfalls and health-related spending 

pressures. Spurred by investments in 

mining and agriculture, the economy is 

expected to recover over the medium-term 

with growth averaging 3.6 percent sup-

porting a gradual decline in poverty.  

Table 1 2020

Population, million 8.0

GDP, current US$ billion 3.8

GDP per capita, current US$ 471 .8

International poverty rate ($1.9)
a 43.0

Lower middle-income poverty rate ($3.2)
a 76.0

Upper middle-income poverty rate ($5.5)
a 92.7

Gini index
a 35.7

School enro llment, primary (% gross)
b 1 43.7

Life expectancy at birth, years
b 54.3

(a) M ost recent value (201 8), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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increase in public consumption attributa-
ble to government’s COVID-19 response. 
Average inflation fell to 13.5 percent in 
2020 from 14.8 percent in 2019, as nonfood 
prices declined, reflecting lower demand 
during the pandemic. Food inflation in-
creased to 13.8 percent from 8.8 percent in 
2019, indicative of the prolonged impact 
of COVID-19 on domestic food supply. 
The Bank of Sierra Leone (BSL) lowered its 
policy rate by 100 basis points to 14.0 per-
cent in December 2020 to support aggre-
gate demand. This followed the 150 basis 
points cut in March 2020 and the roll out of 
a US$50 million Special Credit Facility to 
ease supply chain problems. Interest rate 
fell as monetary conditions eased with the 
interbank rate falling below the policy rate 
for the first time since December 2018. 
Money supply (M3) grew by 35.8 percent 
(yoy), reflecting a sharp increase in net 
foreign asset (NFA) as gross external re-
serves rose sharply with increased budget-
ary and balance of payment support from 
development partners. The current account 
deficit narrowed to 14.9 percent of GDP in 
2020 from 22.3 percent in 2019, driven 
mainly by increased official transfers, as the 
trade deficit widened on account of lower 
exports. The Leone depreciated by 5.9 per-
cent against the US dollar compared to the 
15.2 percent depreciation in 2019, reflecting 
the central bank’s intervention to provide 

forex for the importation of essential com-
modities (food and fuel). However, forex 
restrictions imposed by the BSL early in 
2020 helped push transactions to the paral-
lel market, widening the premium between 
the official and parallel exchange rates. On 
the fiscal front, the budget deficit increased 
to 5.5 percent of GDP in 2020 from 3.1 per-
cent in 2019, reflecting shortfalls in tax and 
nontax revenues as the economy contracted 
and increased spending on health to re-
spond to the crisis and support households 
and businesses under the QAERP. Public 
debt increased to 72.0 percent of GDP from 
70.0 percent in 2019 reflecting borrowings 
to finance the larger fiscal deficit. A recent 
joint World Bank and IMF Debt Sustaina-
bility Analysis assessed the risks of external 
and overall debt distress to be “high” while 
public debt was deemed sustainable over 
the medium-term.  

 

Outlook 

 
Sierra Leone’s economy is expected to 
recover over the medium-term with an 
anticipated uptick in domestic and exter-
nal demand as the COVID-19 pandemic 
recedes. Economic growth is projected to 
reach 4.0 percent by 2023, driven mainly 
by investments in mining (gold and iron 

ore) and agriculture. The outlook assumes 
the resumption of iron ore production in 
2021 along with large-scale investments in 
agriculture following government’s policy 
to promote private sector participation. 
The COVID-19 pandemic will continue to 
affect Sierra Leone’s growth outlook. New 
COVID-19 strains have caused a resur-
gence of the pandemic, which could hin-
der recovery of external demand and pro-
long the disruptions in supply chains, 
increasing domestic food prices.  An out-
break of the Ebola Virus Disease (EVD) in 
Guinea in February, 2021 poses additional 
risks to the economic outlook. Inflation is 
expected to decline gradually to single 
digits by 2023, supported by increased 
domestic food production. The current 
account deficit is expected to remain large, 
declining slightly to 13.0 percent of GDP 
by 2023, as higher mineral exports are 
offset by increased demand for imports of 
capital goods and fuel. Restoring fiscal 
consolidation in 2021 could prove chal-
lenging with depressed revenues, but the 
fiscal deficit is expected to decline gradu-
ally to 2.4 percent of GDP by 2023 as 
COVID-19 related spending is reduced 
and revenue mobilization improves as the 
economic recovery gains momentum. 
Against this improved backdrop, the pov-
erty rate is expected to gradually decline 
over the medium term.  

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.4 5.6 -2.2 3.0 3.7 4.0

Private Consumption 13.5 4.5 4.1 8.0 8.5 7.8

Government Consumption -1.3 2.7 14.9 9.5 18.3 6.2

Gross Fixed Capital Investment -22.0 -10.9 -8.5 24.9 34.8 10.8

Exports, Goods and Services -34.9 64.6 -21.8 19.8 12.1 23.2

Imports, Goods and Services -11.5 16.5 -3.0 24.6 22.2 19.0

Real GDP growth, at constant factor prices 3.3 5.4 -2.2 3.0 3.7 4.0

Agriculture 3.9 5.6 3.2 3.2 3.4 3.6

Industry -2.5 10.9 -1.8 4.1 4.5 4.7

Services 4.1 3.8 -10.0 2.4 4.0 4.5

Inflation (Consumer Price Index) 16.0 14.8 13.5 11.8 10.2 9.6

Current Account Balance (% of GDP) -18.5 -22.3 -14.9 -14.2 -13.6 -13.0

Fiscal Balance (% of GDP) -5.6 -3.1 -5.5 -4.3 -2.8 -2.4

Debt (% of GDP) 69.0 70.0 72.0 71.6 70.6 69.0

Primary Balance (% of GDP) -4.7 1.1 -1.5 0.3 1.4 1.3

International poverty rate ($1.9 in 2011 PPP)a,b 43.0 40.5 43.4 43.0 41.5 40.2

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 76.0 74.7 76.3 76.0 75.4 74.6

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 92.7 92.1 92.9 92.7 92.4 92.1

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 8-SLIHS. Actual data: 201 8. Nowcast: 201 9-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 8)  with pass-through = 0.87  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Somalia is continuing to rebuild economic 
governance institutions amidst challeng-
ing circumstances. Continuous reform 
implementation enabled Somalia to reach 
the Decision Point of the Heavily Indebted 
Poor Countries (HIPC) Initiative in March 
2020, facilitating full reengagement with 
the international community. The federal 
structure created under the 2012 Provi-
sional Constitution remains incomplete, 
with discussions on resource and power 
sharing ongoing. As Somalia prepares for 
elections, the strength of institutions and 
intergovernmental cooperation is being 
tested in a context of rising security ten-
sions.  
Not with standing progress, economic 
growth has been persistently low. Be-
tween 2012 and 2019, Somalia only 
reached average growth levels of around 2 
percent, insufficient to keep up with pop-
ulation growth. A projected growth rate of 
3.2 percent in 2020 was interrupted by a 
combination of floods, locust’s infestation 
and COVID-19—a ‘triple crisis’ that 
caused the economy to contract by an esti-
mated 1.5 percent. The economic down-
turn has placed further pressure on job-
lessness and poverty, in a country where 
healthcare and education systems are 
weak. In 2020, 21 percent of Somalis had 
to stop their work activity following the 
outbreak of COVID-19 and 78 percent of 
households reported some reduction in 

their income from wages. The slower pace 
of growth in 2019 and contraction in 2020 
has pushed more people in to poverty. 
The international poverty estimate 
(measured using the $1.90/person/day 
poverty line) was 71 percent in 2020, 2 
percentage points higher the latest actual 
data in 2017. 
The latest shocks in an election context 
expose Somalia’s dependence on volatile 
external financial flows to support the 
recovery from fragility. With limited ex-
ports and only nascent investment plans, 
Somalia’s economy is driven by consump-
tion financed largely by remittances and 
official grants—which together average 
more than 75 percent of GDP (Table 2). 
Limited revenue mobilization constrains 
the government from financing more than 
basic security and administration from its 
own resources. This leaves Somalia de-
pendent on external grants for responding 
to shocks as well as long-term investments 
in human capital and public infrastruc-
ture.  
 
 

Recent developments 
 
The Somali economy is tenuously re-
bounding from the crisis, supported by 
the easing of mobility restrictions in Au-
gust 2020 and rising credit to the private 
sector. While official remittance inflows 
have risen y-o-y by an estimated 18 per-
cent in 2020 largely due to improvements 
in the recording of official flows, it is like-
ly that informal remittances have de-
clined. With limited domestic production 

SOMALIA 

FIGURE 1 Somalia / Domestic revenue performance FIGURE 2  Somalia / Actual and projected poverty rates and 
real private consumption per capita  

Sources: FGS (2021) and World Bank & IMF (2020). Source: World Bank. Notes: see Table 2. 

The Somali economy was affected by a 

triple crisis of COVID-19, locust’s infes-

tation and floods, which caused an eco-

nomic contraction to the tune of 1.5 per-

cent in 2020, pushing more people into 

poverty. The economy in 2021 is showing 

signs of a tenuous recovery, with growth 

projected at around 2.9 percent, support-

ed by the continuous flow of remittances 

and official development assistance. How-

ever, the prolonged preparation of elec-

tions may have implications for external 

grant financing and broader stability.    
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Table 1 2020

Population, milliona 1 5.0

GDP, current US$ billion 4.9

GDP per capita, current US$ 327

International poverty rate ($1.9)b 69

Gini coefficientb 37.0

School enro llment, primary (% gross)c 33.0

Life expectancy at birth, yearsd 57.1

Sources: World Development Indicators (WDI), IM F, UNFPA

(a) Est imates based on 201 3 populat ion est imates 

by UNFPA and assumes an average annual 

populat ion growth of 2.9%.

(b)M ost recent value (201 7).

(c) Somali Poverty and Vulnerability Assessment 

Report (World Bank, 201 9).

(d) Life expectancy for 201 8 from WDI. 

Notes:
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capabilities, overall import values were 
estimated to have risen 3.8 percent y-o-y 
in 2020, although food imports fell by 25 
percent, signaling lower household con-
sumption. With the added effects of the 
floods and locust infestation, approxi-
mately 2.7 million people are experiencing 
rising food insecurity.  
While import spending has risen, Soma-
lia’s export receipts have declined, as de-
mand fell for Somalia’s major export com-
modity—livestock. The trade balance is 
estimated to have reached 91 percent of 
GDP in 2020, which is financed by re-
mittances and grants. However, it may be 
possible that a reversal of a Saudi import 
ban of Somali livestock could provide a 
boost to livestock exports. These data re-
main subject to change in a context of con-
tinuous efforts to improve the quality and 
reliability of statistics.  
The government responded to the crisis 
through approving a budget which esti-
mated lower tax revenues (partly reflect-
ing tax exemptions introduced on basic 
staples) and higher grants. Domestic reve-
nue mobilization surpassed expectations, 
reaching around 90 percent of original 
2020 budget targets, as trade-related taxes 
were boosted by imports. External grants 
increased to support the crisis, coming 
close to 60 percent of total revenue, com-
pared to 32 percent in 2019. Higher grants 

have supported the roll-out of pro-poor 
programs, including the “Baxnaano” cash 
transfer scheme and the “Gargara” lend-
ing facility to small and medium enter-
prises. However, the central bank has lim-
ited monetary policy instruments to re-
spond to shocks, as widespread dollariza-
tion supports price stability.  

 

Outlook 
 

A moderate economic recovery is project-
ed over the medium term with growth 
anticipated to reach 3.2 percent in 2022 
and 3.4 percent in 2023. This outlook is 
based on the continuous flows of re-
mittances and official development assis-
tance. Planned investments in sectors such 
as energy, ports, and the financial sector 
are expected to gradually shift the drivers 
of growth from consumption to invest-
ment, to harness Somalia’s potential in 
sectors such as fisheries, agriculture and 
renewable power generation, which can 
help to diversify the export base. The out-
look assumes that a vaccine will be rolled-
out in mid-2021.  
With a modest recovery, per capita private 
consumption is projected to stagnate in 
2021. The international poverty rate is 
projected to remain at 71 percent; a trend 

expected to continue in 2022 and 2023. 
Accelerating the pace of poverty reduction 
will require policy interventions to raise 
productivity, create jobs, and expand pro-
poor programs. 
However, there are risks to the growth 
outlook, which are largely related to polit-
ical developments. If agreements on elec-
toral modalities are further protracted 
there may be waning support from the 
international community to provide offi-
cial development assistance at comparable 
levels, especially in the absence of im-
provements to the security situation. If the 
COVID-19 crisis further affects diaspora 
communities, remittance flows could start 
to decline, while further delays to the 
rollout of the vaccine may undermine 
planned investment activities. In this 
downside scenario, the economy could be 
in a low growth scenario of around 0.5 to 
1 percent. However, if election-related 
challenges are overcome, there is an up-
side scenario of greater stability, which 
could increase trade and cooperation in 
the region.  
 
 

TABLE 2  Somalia / Macro poverty outlook indicators (percent of GDP unless indicated otherwise) 

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 2.8 2.9 -1.5 2.9 3.2 3.4

CPI Inflation, annual percentage change 3.2 3.1 3.0 2.5 2.2 2.2

Current account balance -7.5 -10.5 -12.8 -12.9 -12.9 -13.2

Trade balance -84.8 -83.0 -91.4 -86.8 -88.2 -85.0

Private remittances 31.4 31.9 31.4 31.0 31.4 30.8

Official grants 46.6 41.3 47.9 43.7 44.6 41.6

Fiscal balancea 0.1 0.5 0.2 0.3 -0.2 -0.2

Domestic revenue 3.9 4.6 4.3 5.0 5.0 4.9

External grants 1.8 2.2 6.0 7.7 5.2 6.5

Total expenditure 5.7 6.3 10.1 12.4 10.3 11.6

Compensation of employees 3.0 3.3 4.6 4.7 4.0 3.8

External debt 112.8 108.8 40.7 38.0 36.7 30.5

International poverty rate ($1.9 in 2011 PPP)b,c 69.2 68.4 70.8 70.9 70.7 70.6

Lower middle-income poverty rate ($3.2 in 2011 PPP)b,c 89.2 88.8 90.0 90.0 90.0 89.9

Upper middle-income poverty rate ($5.5 in 2011 PPP)b,c 97.9 97.8 98.1 98.1 98.1 98.1

Source: World Bank and IM F (2020) and FGS (2021 ).
Notes: e =  estimate, f = forecast, (a) Federal Government of Somalia (FGS).
NA
(b) Calculations based on 201 7 SHFS-wave 2. Actual data: 201 7. Nowcast: 201 8-20. Forecast are from 2021 -23. 

(c) Projection using neutral distribution (201 7) with pass-through = 1 based on private consumption per capita in constant US$.
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Key conditions and 
challenges 
 
South Africa’s economy has started to 
recover from the crisis, but growth will 
remain hampered by pre-existing struc-
tural constraints. GDP growth averaged 
0.8 percent annually over 2015-19. Busi-
ness confidence has been low for several 
years, driven by a deteriorating fiscal out-
look and a weakening business environ-
ment, and recurrent electricity shortages. 
This and high uncertainty around the evo-
lution of the pandemic are likely to result 
in persistently weak private investment. 
Long-term damage from the pandemic 
could also limit South Africa’s growth 
potential as the future of sectors like tour-
ism remains highly uncertain. Inequalities 
in terms of access to quality education and 
health services, jobs and decent living 
conditions have been further exposed by 
the pandemic.  
The COVID-19 crisis has put additional 
pressure on public finances which have 
been on a deteriorating trajectory for sev-
eral years and has made restoring fiscal 
sustainability more urgent. Revenue col-
lection – which is relatively high as a 
share of GDP – has suffered from weak 
economic growth. At the same time, gov-
ernment’s expenditures have increased, 
leading to growing deficits and debt. In-
terest payments have been the fastest 
growing budget expenditure. Political 
consensus on expenditure consolidation 
has proved difficult to achieve, especially 

on public sector compensation and trans-
fers to SOEs.     
South Africa witnessed a second wave of 
infections over December-January 
2020/21. Daily cases were brought under 
control rapidly allowing the government 
to ease restrictions to their lowest level 
since the start of the pandemic end-
February. However, the death toll of the 
second wave was significant: more than 
half of total COVID-19-related deaths 
have happened since early-December.  
There is uncertainty around the outlook. 
Repeated infection waves and longer 
than expected vaccination timelines glob-
ally and domestically will weigh nega-
tively on the global and domestic recov-
ery. The strength and sustainability of 
the recovery will depend on these evolu-
tions as well as domestic policies and 
their implementation. 
 
 

Recent developments 
 
The economy contracted by 7 percent in 
2020. All sectors contracted except agricul-
ture and government services. Manufac-
turing, trade and hospitality, and trans-
portation services sectors had the largest 
negative contributions to growth (-1.4, -1.3 
and -1.3 percent respectively). PMI releas-
es early-2021 have stayed above but close 
to 50, signaling that the recovery contin-
ues but is moderate. Although fiscal out-
comes are set to outperform mid-year 
forecasts on the back of higher revenue, 
the fiscal situation remains very weak. 
The deficit is expected to reach 14 percent 

SOUTH AFRICA 

FIGURE 1 South Africa / Real GDP growth and employment 
to working-age population ratio 

FIGURE 2  South Africa / Actual and projected poverty rates 
and real GDP per capita  

Sources: Stats SA and World Bank staff.  Source: World Bank. Notes: see table 2.  

South Africa has started to recover but 

momentum remains fragile as uncertainty 

about the pace of vaccination and vaccine 

effectiveness to the local COVID-19 vari-

ant persist. Pre-existing structural con-

straints also weigh on the recovery. GDP 

contracted by 7 percent in 2020 and is 

projected to rebound by 3.0 percent this 

year. Public finances deteriorated signifi-

cantly, and fiscal consolidation will be 

critical to preserve macroeconomic stabil-

ity. An additional 1.9 million people fell 

into poverty in 2020 and poverty risks 

increasing further. 

Table 1 2020

Population, million 59.3

GDP, current US$ billion 301 .9

GDP per capita, current US$ 5090.7

International poverty rate ($1.9)
a 1 8.7

Lower middle-income poverty rate ($3.2)
a 37.3

Upper middle-income poverty rate ($5.5)
a 56.9

Gini index
a 63.0

School enro llment, primary (% gross)
b 98.5

Life expectancy at birth, years
b 63.9

(a) M ost recent value (201 4), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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of GDP and public debt 80.5 percent of 
GDP at the end of 2020/21.   
Inflation slowed to 3.3 percent last year 
allowing the Reserve Bank to adopt an 
accommodative monetary policy stance, 
lowering the key repo rate to a historical 
low of 3.5 percent last July. Amid un-
precedented global liquidity and decreas-
ing risk aversion, the rand has been resil-
ient and government bond yields have 
been hovering close to pre-pandemic 
levels. However, after having recorded 
portfolio outflows throughout 2020, 
South African financial markets have 
remained volatile and affected by shifts 
in risk sentiment at the global level. In a 
context of depressed domestic demand 
and favorable export prices (gold, plati-
num), the current account registered a 
surplus – the first since 2002 – at 2.2 per-
cent of GDP.  
The economic and social impacts of the 
pandemic are high. The unemployment 
rate reached 32.5 percent in 2020. Real 
GDP per capita is back to its 2005 level 
and 60.2 percent of the population is 
estimated to live in poverty, with less 
than $5.5 daily (2011 PPP). The number 
of poor in the past year increased by 1.9 
million people. In response to the severe 
social impact of the crisis and the persis-
tence of the global pandemic, the gov-
ernment extended the Special COVID-19 

grant and the Temporary Employer-
Employee Relief Scheme benefit until April. 
 
 

Outlook 
 

The persistence of the pandemic at the 
global and domestic levels will continue 
to constrain economic recovery during 
the first half of 2021. In addition, as eco-
nomic activity restarts, pre-existing struc-
tural constraints, such as electricity short-
ages, are becoming binding again. GDP 
growth is expected to rebound to 3.0 per-
cent in 2021 driven by the easing of re-
strictions on economic activity and favor-
able base effects. This moderate recovery 
will be insufficient to counter the social 
impact of the crisis as job creation is like-
ly to remain muted. 
South Africa does not have a lot of room 
for maneuver to provide additional stimu-
lus to the economy. While monetary policy 
is likely to remain accommodative as long 
as inflationary pressures are contained, the 
overall policy mix will be constrained by 
the deteriorated fiscal position. The govern-
ment will continue to face spending pres-
sures related to the persistence of the pan-
demic, the public service compensation 
triennial agreement negotiation and  
financially weak SOEs. With some  

containment of these pressures, the defi-
cit is expected to reach 9.6 percent of 
GDP in 2021/22 and public debt is pro-
jected to increase to 83.4 percent of GDP. 
Interest payments are estimated to rise to 
5.4 percent of GDP this year.  
Accumulated cash balances and favora-
ble global liquidity conditions, if they 
persist, will reduce the pressure on the 
government’s high financing require-
ment. However, sound implementation 
of planned reforms – in particular much-
needed reforms to boost growth – will be 
key to maintain investors’ confidence in 
the government’s ability to restore debt 
sustainability. In addition, given the so-
cial toll of the pandemic, preserving so-
cial spending and improving its effective-
ness in the context of a constrained budg-
et envelope will be necessary to mitigate 
the risk of additional increases in poverty 
and inequalities. 
 
 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 0.8 0.2 -7.0 3.0 1.9 1.5

Private Consumption 1.8 1.0 -5.4 2.5 3.5 3.0

Government Consumption 1.9 1.5 0.5 -0.5 -2.2 -1.8

Gross Fixed Capital Investment -1.4 -0.9 -17.5 5.5 5.0 4.1

Exports, Goods and Services 2.6 -2.5 -10.3 5.0 1.0 1.0

Imports, Goods and Services 3.3 -0.5 -16.6 13.2 3.5 3.5

Real GDP growth, at constant factor prices 0.7 0.2 -6.8 3.0 1.9 1.5

Agriculture -4.8 -6.9 13.1 3.3 3.0 3.0

Industry -0.1 -1.5 -12.0 3.0 1.5 1.0

Services 1.3 1.2 -5.4 2.9 2.0 1.6

Inflation (Consumer Price Index) 4.5 4.1 3.3 4.0 4.5 4.5

Current Account Balance (% of GDP) -3.5 -3.0 2.2 -1.0 -2.0 -2.5

Net Foreign Direct Investment (% of GDP) 0.4 0.4 0.2 0.2 0.3 0.4

Fiscal Balance (% of GDP) -4.0 -6.4 -14.0 -9.6 -7.8 -6.8

Debt (% of GDP) 56.7 63.5 80.5 83.4 87.3 90.2

Primary Balance (% of GDP) -0.1 -2.4 -9.3 -4.2 -2.2 -1.0

International poverty rate ($1.9 in 2011 PPP)a,b 19.3 19.7 21.9 21.4 21.3 21.2

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 38.1 38.5 41.3 40.7 40.5 40.4

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 57.6 57.8 60.2 59.8 59.6 59.4

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 4-LCS. Actual data: 201 4. Nowcast: 201 5-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 4)  with pass-through = 0.87  based on GDP per capita in constant LCU. 
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Table 1 2020

Population, million 1 1 .2

GDP, current US$ billion 5.1

GDP per capita, current US$ 459.8

International poverty rate ($1.9)
a 76.4

Lower middle-income poverty rate ($3.2)
a 91 .6

Upper middle-income poverty rate ($5.5)
a 97.8

Gini index
a 44.2

School enro llment, primary (% gross)
b 73.0

Life expectancy at birth, years
b 57.6

(a) M ost recent value (201 6), 201 1 PPPs.

(b) WDI for school enrollment (201 5); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
A decade after independence, South Sudan 
remains caught in a web of fragility, eco-
nomic stagnation, and instability. Poverty 
is ubiquitous and has been reinforced by a 
history of conflict, displacement, and 
shocks. The signing of the latest truce in 
September 2018 and subsequent formation 
of a unity government in February 2020 
had provided hope for recovery and peace 
building. Conflict events decreased signifi-
cantly in 2019, allowing some refugees pre-
viously dispersed in the region to return.  
At the same time, a resumption of oil pro-
duction in oil fields previously shutdown 
due to conflict had raised hopes for an oil-
led recovery. However, the country faces 
the risk of reversal of these gains, with in-
creasing incidents of subnational violence 
in 2020 and COVID-19 pandemic exacer-
bating an already dire situation. 
Legacy of economic mismanagement and 
resistance to reform have resulted in a 
distorted macroeconomic environment. 
Monetization of the fiscal deficit led to 
soaring inflation and widening exchange 
rate premium.  At the same time, recur-
ring cycles of internal conflict and vio-
lence have eroded the economic base, with 
output contracting for consecutive years 
during 2015 - 2018. Consequently, real 
household disposable income declined, 
contributing to an increase in poverty 
headcount ratio from 44 percent in 2009 to 
about 76 percent in 2016. 

The authorities have accelerated dia-
logue on key economic and public finan-
cial management reforms amidst a dou-
ble health and economic crisis. Discus-
sions with the IMF have included the 
possibility of a Staff Monitored Program 
with a focus on macroeconomic stabili-
zation, exchange rate and monetary poli-
cy reform, and public financial manage-
ment support. Coupled with economic 
diversification, strengthening service 
delivery institutions will be critical as 
the country seeks to build resilience to 
future shocks, providing building blocks 
for an inclusive and sustainable growth 
path. 
 
 

Recent developments 
 
The economy had picked up strongly 
before the COVID-19 pandemic, with 
GDP real growth reaching 9.5 percent in 
FY2019/20. The oil sector has continued 
to be the primary driver of growth, with 
estimated oil production of 62.1 million 
barrels in FY2019/20, representing a 26.5 
percent increase on the 49.1 million bar-
rels realized in FY2018/19.  In the agri-
cultural sector, cultivated area increased 
by 6 percent in 2020 compared to the 
previous year, but it is still far from 
reaching the pre-conflict levels. Howev-
er, living standards deteriorated as the 
pandemic disrupted livelihoods. High-
frequency surveys conducted in June 
2020 showed that 51.2 percent of re-
spondents reported reduced earnings 
from their main income source. The situ-

SOUTH SUDAN 

FIGURE 1 South Sudan / Real GDP growth and sectoral  
contributions to real GDP growth  

FIGURE 2  South Sudan / Actual and projected poverty 
rates and real GDP per capita  

Source: World Bank. Source: World Bank. Notes: see Table 2. 

South Sudan’s economy is set to contract 

by 3.4 percent in FY2020/21 as concur-

rent shocks including COVID-19, floods, 

and subnational conflict have constrained 

economic activity. Low oil prices have led 

to large fiscal and external imbalances. 

Living standards have deteriorated. More 

than 6 million people are facing crisis-

level food insecurity, with 1.4 million 

children under 5 years expected to be 

acutely malnourished in 2021. Long term 

economic growth prospects critically de-

pend on sustainability of peace and  

commitments to reform. 
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ation has since improved somewhat, 
with 50.7 percent of the  
respondents reporting reduced incomes 
by October 2020.  
The FY2019/20 budget deficit is estimat-
ed to have widened to 6.8 percent of 
GDP compared to 3.2 percent of GDP 
that was budgeted, driven by large 
shortfalls for oil revenue. Budget plan-
ning and execution challenges have led 
to persistence of expenditure arrears. 
The authorities estimate cumulative out-
standing obligations at the end of 
FY2019/20 amounting to SSP 896 billion 
(108 percent of GDP) and salary arrears 
estimated at SSP 18.45 billion (2.2 per-
cent of GDP).  The current account defi-
cit is estimated to have increased to 6.1 
percent in FY2019/20 from 5.0 percent in 
FY2018/19 as export growth weakened 
relative to imports. 
Monetization of the fiscal deficit result-
ed in significant pressure on prices and 
the exchange rate. Inflation rose to an 
average of 72.2 percent during 
FY2019/20 from 63.6 during FY2018/19. 
The parallel exchange rate depreciated 
by 36 percent from an average of SSP 
297 during 2019 to SSP 404 during 2020. 
By December 2020, the spread between 
the official and parallel rates had wid-
ened to 242 percent from 100 percent in 
December 2019.  

 

Outlook 
 

South Sudan’s economy is set to contract 
by 3.4 percent in FY2020/21 primarily 
due to a decline in oil production and 
slower recovery of the non-oil economy. 
The Covid-19 pandemic has delayed new 
investments in the oil sector, with oil 
production expected to decline by 5.8 
percent to 58.4 million barrels in 
FY2020/21.  The non-oil economy is ex-
pected to contract by 1.9 percent owing 
to a combination of conflict and Covid-
19, with new lockdown measures im-
posed in early February 2021.  
A gradual recovery is expected in the near 
term, assuming a rebound in the global 
economy and domestic containment of the 
pandemic. In addition, commitment to a 
credible reform process, sustainability of 
peace, and resilience to climatic shocks will 
play a critical role.  Inflation is expected to 
decline in the medium term as economic 
and public financial management reforms 
mature and government commits to a cred-
ible fiscal consolidation plan. Given the 
large economic fallout from Covid-19 and 
other concurrent shocks, poverty at $1.90 
per person per day is projected to increase 
to 78.2 percent in FY2020/21 from 76.8 per-
cent in FY2019/20. 

The budget process has been significantly 
delayed and complete fiscal data are not 
available. Nevertheless, fiscal revenue is 
projected to decline to 25.8 percent of GDP 
in FY2020/21 relative to the pre-pandemic 
projection of 34.8 percent.  However, the 
fiscal deficit is expected to reduce to about 
2.4 percent of GDP in FY2020/21 from 6.8 
percent in FY2020 as the authorities com-
mit to fiscal prudence. Fiscal consolidation 
will benefit from cuts to investment ex-
penditures, which are expected to decline 
from 3.0 percent of GDP in FY2019/20 to 
1.8 percent of GDP in FY2020/21. The cur-
rent account balance is expected to widen 
to 6.3 percent of GDP from 6.1 percent in 
FY2019/20 reflecting lower oil export per-
formance.  
 
 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices -3.5 3.2 9.5 -3.4 1.5 3.0

Real GDP growth, at constant factor prices -3.5 3.2 9.5 -3.4 1.5 3.0

Agriculture -2.5 9.9 6.0 3.5 3.5 3.5

Industry 15.0 20.9 27.5 -5.8 0.5 2.9

Services -14.6 -12.1 -9.6 -1.3 2.5 3.0

Inflation (Consumer Price Index) 121.6 63.6 72.2 32.2 24.4 18.7

Current Account Balance (% of GDP) -9.6 -5.0 -6.1 -6.3 -5.8 -3.5

Net Foreign Direct Investment (% of GDP) -0.5 -1.6 -0.3 1.0 1.0 0.9

Fiscal Balance (% of GDP) -3.3 -0.9 -6.8 -2.4 -1.1 2.9

Debt (% of GDP) 44.7 29.9 42.9 40.8 33.1 30.0

Primary Balance (% of GDP) -3.0 -0.4 -4.8 -1.3 0.3 3.8

International poverty rate ($1.9 in 2011 PPP)a,b 79.5 78.9 76.8 78.2 78.4 78.2

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 92.8 92.6 91.8 92.3 92.4 92.3

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 98.3 98.2 97.9 98.1 98.1 98.1

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 6-HFS-W3. Actual data: 201 6. Nowcast: 2017-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 6)  with pass-through = 0.7  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Following the popular revolt in 2019, a 
new Government has been pursuing stabi-
lization and structural reforms under ex-
ceedingly difficult circumstances. Over 
US$ 50 billion in accumulated external 
arrears continues to severely limit access 
to external finance at a time when the 
country is struggling to correct major mac-
roeconomic imbalances. By 2019, the cost 
of fuel subsidies alone reached the equiva-
lent of 100 percent of all government reve-
nues. The monetary financing of large 
public sector deficits has pushed inflation 
into triple digits. The Government took 
important measures to reduce fuel subsi-
dies in 2020, and pursued fiscal consolida-
tion to slow the pace of monetary expan-
sion, but these efforts were offset by the 
impact of the COVID-19 pandemic and 
massive flooding in parts of the country. 
The economic recession in Sudan deep-
ened in 2020, government revenues plum-
meted, and inflationary pressures mount-
ed. While the current government has 
enjoyed a significant level of political le-
gitimacy in the eyes of the population, the 
patience of the Sudanese people is being 
tested, and social protests became wide-
spread in early 2021.  
Since July 2020, Sudan’s reform program 
has been supported by an IMF staff-
monitored program (SMP) and more re-
cently by a World Bank Development Poli-
cy Financing Operation. These programs 

can support Sudan toward a path to stabili-
zation, resolution of the country’s external 
debt problems and restoration of access to 
development financing. Economic stabili-
zation, together with measures to mitigate 
the impact of the current economic crisis on 
the welfare of the population, remain the 
highest priorities in 2021. Given the current 
level of distortions in the Sudanese econo-
my, there is a potential for a strong revival 
of economic growth provided that initial 
stabilization efforts will be successful. Ma-
jor risks to economic outlook include the 
recent socio-political turmoil, uncertainty 
around COVID-19, external shocks (bad 
weather, flooding), and potential instability 
of money demand in the context of excep-
tionally high inflation.  
 
 

Recent developments 
 
GDP growth declined from -2.5 in 2019 to 
-3.6 percent in 2020 in the context of the 
COVID-19 crisis and severe flooding that 
disrupted economic activity. Despite some 
efforts to rein in excessive public expendi-
tures, particularly on fuel subsidies, the 
economic downturn, COVID-19 crisis, and 
increasingly overvalued exchange rate 
had a very negative fiscal impact in 2020.  
Delayed exchange rate adjustment pushed 
foreign inflows, including grants, to rec-
ord low levels, while the economic down-
turn also depressed tax revenues.  At the 
same time, additional emergency spend-
ing was needed in health care due to the 
COVID-19 crisis.  Given the current virtu-
al absence of debt markets and con-

SUDAN 

FIGURE 1 Sudan / Fiscal Balance and inflation rate FIGURE 2  Sudan / Actual and projected poverty rates and 
real GDP per capita 

Sources: WDI, IMF and World Bank staff estimates. Source:  World Bank. Notes: see Table 2. 

External shocks, including massive flood-

ing and the COVID-19 pandemic, hin-

dered stabilization efforts by the Govern-

ment. The economy contracted by 3.6 

percent in 2020. The monetization of the 

large fiscal deficit drove inflation into 

triple digits. Living conditions continued 

to deteriorate.  A combination of key re-

forms, stabilization efforts, and external 

support give hope for 2021.  

 

Table 1 2020

Population, million 43.8

GDP, current US$ billion 21 .2

GDP per capita, current US$ 482.5

International poverty rate ($1.9)
a 1 2.2

Lower middle-income poverty rate ($3.2)
a 44.0

Upper middle-income poverty rate ($5.5)
a 79.3

Gini index
a 34.2

School enro llment, primary (% gross)
b 76.8

Life expectancy at birth, years
b 65.1

(a) M ost recent value (201 4), 201 1 PPPs.

(b) WDI for school enrollment (201 7); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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strained access to external finances, the 
fiscal and quasi-fiscal deficit was mone-
tized, adding to inflation pressures that 
increasingly threatened destabilization.  
The pace of annual CPI inflation accelerat-
ed to 269 percent in December 2020.   
The current poverty level is unknown 
because data from the latest household 
survey (2014/15) do not reflect the impact 
of the recent economic decline, high infla-
tion, and the impact of COVID-19 in Su-
dan. Poverty projections based on GDP 
growth suggests that poverty rates may 
have increased consistently in recent 
years, to reach in 2020 an estimated 17.7 
percent at $1.90/day PPP and 52.6 percent 
at $3.20/day PPP. A new household sur-
vey, under preparation, would provide a 
more accurate estimate of poverty. 

 

Outlook 
 

Sudan has conducted major reforms, in-
cluding exchange rate adjustment and 
fuel subsidy reduction, that put the coun-
try on a potential path toward recovery 
and restoration of access to external fi-
nancing in 2021. In this context, the de-
cline in GDP of the past three years is 
projected to stabilize in 2021, leading into 
a period of positive economic growth. The 

2021 budget envisions a reduction in the 
fiscal deficit to around 2 percent of GDP, 
thus allowing for a significant slowdown 
in the monetary expansion that has been 
fueling inflation. Sudan aims to accom-
plish arrears clearance with IFIs in 2021 
and obtain access to over US$ 2 billion in 
external support from development part-
ners. 
The risks to economic outlook in 2021 are 
high. As the country borders hyperinfla-
tion and the patience of the population is 
being tested, the success of Sudan’s bold 
efforts to achieve stabilization in 2021 is 
far from guaranteed.   The COVID-19 pan-
demic is still raging in the country and 
negative external shocks, such as the 
flooding experienced in 2020, could com-
pound what is already an exceedingly 
difficult situation.  2021 should be decisive 
year for the future of the country.    
Poverty outlook remains negative. Pov-
erty rates are projected to increase to 19.5 
percent by 2022 at $1.90/day PPP, and 
54.8 percent at $3.20/day PPP. The con-
tinued rise in inflation, shortage of fuel 
and other basic commodities and COVID
-19 are expected to continue adversely 
affecting living conditions. Results from 
the Bank’s ongoing high frequency sur-
vey on COVID-19, suggest that about one
-third of respondents had stopped work-
ing in September 2020 mainly due to the 

COVID-19pandemic; and that over 20 
percent of households were unable to buy 
bread and cereals as well as milk and milk 
products as price increases were felt by 
most households. The recent economic 
stabilization reforms are expected to take 
time to deliver positive results on poverty. 
The Government has launched a family 
support program that aims to reach a sig-
nificant proportion of households with 
cash transfers to cushion the impact of the 
reform.  
 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices -2.3 -2.5 -3.6 0.5 1.1 2.6

Private Consumption -3.2 -2.5 -3.5 0.5 2.0 2.4

Government Consumption -4.9 -15.3 1.2 8.6 3.2 1.4

Gross Fixed Capital Investment 3.8 11.4 -13.1 8.4 3.3 1.8

Exports, Goods and Services 10.7 11.9 5.2 15.4 29.0 21.8

Imports, Goods and Services 11.9 23.8 -13.8 26.6 21.3 11.0

Real GDP growth, at constant factor prices -2.3 -2.5 -3.6 0.4 1.1 2.6

Agriculture -1.5 -1.0 -2.5 0.4 1.2 2.7

Industry -1.7 -0.7 -5.7 0.7 2.1 3.4

Services -3.2 -4.8 -2.9 0.2 0.4 2.0

Inflation (Consumer Price Index) 63.3 51.0 163.3 207.9 36.8 21.0

Current Account Balance (% of GDP) -8.7 -11.5 -13.2 -7.2 -9.8 -7.5

Net Foreign Direct Investment (% of GDP) 1.4 3.0 4.7 6.7 4.2 1.9

Fiscal Balance (% of GDP) -7.9 -10.8 -5.9 -2.4 -2.3 -2.2

Debt (% of GDP)a 186.6 200.3 249.1 205.2 197.9 189.9

Primary Balance (% of GDP) -7.8 -10.6 -5.9 -2.1 -2.1 -2.1

International poverty rate ($1.9 in 2011 PPP)b,c 12.9 14.9 17.7 18.7 19.5 19.4

Lower middle-income poverty rate ($3.2 in 2011 PPP)b,c 45.2 48.3 52.6 54.0 54.8 54.7

Upper middle-income poverty rate ($5.5 in 2011 PPP)b,c 79.9 82.5 84.7 85.4 85.8 85.8

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Debt pro jections do not include any restructuring achieved during the HIPC process. 

(b) Calculations based on 201 4-NBHS. Actual data: 201 4. Nowcast: 201 5-2020. Forecast are from 2021  to  2023.

(c) Projection using neutral distribution (201 4)  with pass-through = 1  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Tanzania became a lower middle-income 
country (LMIC) in July 2020 thanks to the 
solid income growth over two decades, 
averaging 6.5 percent per year, and mac-
roeconomic stability. Inflation rates have 
been low, and fiscal and current-account 
deficits have remained manageable. In-
vestment has been a key driver of growth, 
consistently contributing two-thirds to it. 
About three quarters of total investment 
was from private sources, but lately this 
ratio has shifted with waning extractives 
FDI and a more challenging business envi-
ronment.  
Poverty response to rapid economic 
growth was moderate and has slowed in 
recent years, and growth became less 
inclusive. Half of Tanzanians live below 
the international extreme poverty line of 
US$1.90/day in 2011 PPP as compared to 
30 percent average for the first-year 
LMICs. Since 2012, income and consump-
tion growth among the wealthiest house-
holds has outpaced growth among the 
poorest. High population growth, insuffi-
cient level of education, low agricultural 
productivity, and slow and uneven crea-
tion of more productive income earning 
opportunities have hindered the inclu-
siveness of growth. The COVID-19 pan-
demic has further exacerbated existing 
challenges, reversing some of the gains in 
poverty reduction achieved over the last 
decade.  

National aspirations laid out in the Tanza-
nia Development Vision 2025 are to be-
come a middle-income country with well-
developed human capital, an ample sup-
ply of high-quality livelihood opportuni-
ties, and broad-based gains in living 
standards. Realizing the vision will re-
quire concerted efforts to restore the econ-
omy’s growth momentum while expand-
ing access to economic opportunities for 
low-income households. Policy priorities 
include accelerating productive invest-
ments, prioritizing human capital devel-
opment, enabling agricultural transfor-
mation, leveraging digital technologies, 
and building public sector institutions and 
capabilities. As the pandemic continues to 
depress global economic activity, Tanza-
nia will need to endure a slump in exter-
nal demand regardless of the effectiveness 
of its domestic health response. 
 
 

Recent developments 
 
Although Tanzania avoided a recession 
in 2020, real GDP growth decelerated to 
an estimated 2.0 percent from 5.8 percent 
in 2019. Tourism, a major contributor to 
GDP growth, declined significantly de-
spite the country reopening for tourism 
in June, and exports of tourism-related 
services fell by 44.4 percent in 2020. Pri-
vate sector credit growth plunged to 3 
percent in December 2020 from 11.1 per-
cent a year earlier. Imports of capital 
goods dropped by 14.8 percent in 2020 
due to diminished orders for construc-
tion materials and machinery. Demand 

TANZANIA 

FIGURE 1 Tanzania / Real GDP growth rate forecasts under 
alternative scenarios  

FIGURE 2  Tanzania / Actual and projected poverty rates 
and real private consumption per capita 

Source: WB staff estimates based on NBS data. Source: World Bank. Notes: see Table 2. 

Shocks from the global pandemic slowed 

Tanzania’s growth to 2.0 percent in 2020. 

Tanzania’s growth outlook is highly un-

certain with risks tilted to downside. The 

major risks are primarily external, though 

delayed policy response and reform slip-

pages could negatively impact the recov-

ery. The international poverty headcount 

ratio is estimated to have increased by 1.2 

percentage points to 50.5 percent in 2020. 

The pandemic has underscored the need to 

accelerate inclusive private investment-

driven growth for achieving Tanzania’s 

development vision.  
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Table 1 2020

Population, million 59.7

GDP, current US$ billion 61 .8

GDP per capita, current US$ 1 035.6

International poverty rate ($1.9)
a 49.4

Lower middle-income poverty rate ($3.2)
a 76.8

Upper middle-income poverty rate ($5.5)
a 91 .8

Gini index
a 40.5

School enro llment, primary (% gross)
b 98.8

Life expectancy at birth, years
b 65.0

(a) M ost recent value (201 8), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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for durable goods weakened significantly, 
and imports of services declined on the 
back of lower demand for travel and 
transportation. The current-account deficit 
narrowed to an estimated 1.6 percent of 
GDP in 2020 due to the offsetting effects of 
the pandemic-induced shocks on Tanza-
nia’s balance of payments. Higher gold 
prices partially alleviated the decline in 
other exports and falling oil prices re-
duced the import bill. Official gross re-
serves dropped by 20 percent to US$4.8 
billion but remained at a relatively healthy 
level of 5.6 months of projected imports. 
Tanzania’s policy response to COVID-19 
in the first half of 2020 was moderate and 
relatively short-lived. In the context of low 
inflation and slowing economic activities, 
the Bank of Tanzania pursued an accom-
modative monetary policy to boost liquid-
ity in the financial sector. However, aver-
age commercial lending rates declined 
only marginally. Fiscal policy response 
included expediting clearance of domestic 
arrears and expanding the coverage of 
social security schemes. In the wake of 
spending pressure and declining reve-
nues, the government has tightened con-
trol over expenditures.  
Real per capita GDP declined for the first 
time in over 25 years. The poverty rate 
based on the international extreme pov-
erty line is estimated to rise from 49.3 

percent in 2019 to 50.5 percent in 2020. 
The most affected households are those 
relying on self-employment and informal 
microenterprises in urban areas.  

 

Outlook 
 

Tanzania’s real GDP growth rate is pro-
jected to rebound to 4.5 percent in 2021 
conditional on successful global rollout of 
a COVID-19 vaccine and improvement in 
the business environment and prudent 
fiscal management to foster a swift recov-
ery. The global economic recovery is ex-
pected to bolster demand for Tanzanian 
exports and financing of the infrastructure 
projects. The current account is expected 
to improve but remain at about 1.5 per-
cent of GDP, as the growth of capital-
goods imports will outpace export 
growth. The financing of capital projects is 
expected to widen the fiscal deficit to 
about 2.9 percent of GDP, while recurrent 
expenditures are expected to remain con-
trolled.  
The current outlook is highly uncertain 
with risks are tilted to the downside. GDP 
is projected to grow by between 3.0 and 
5.3 percent in 2021, below its long-run 
potential growth rate of about 6 percent. 
Even without an uncontrolled domestic 

outbreak, an ongoing global health crisis 
would continue to undermine external 
demand, especially for tourism. A persis-
tently weak global economy would also 
limit the availability of capital inflows, 
including to private and financial sectors.  
The international poverty rate is projected 
to fall to 49.8 percent in 2021 but remain 
above the pre-crisis level. To sustainably 
reduce poverty, the recovery must create 
jobs, including for the low-skilled work-
ers, enable growth of small and medium 
enterprises, and foster productivity of 
agriculture, on which three-quarters of 
poor households depend. To bolster 
household consumption and accelerate 
poverty reduction, the government must 
further strengthen the implementation of 
social assistance programs such as Pro-
ductive Social Safety Nets Program and 
ensure adequate coverage in urban areas. 
The government will need to maintain 
prudent macroeconomic and fiscal man-
agement to ensure that adequate fiscal 
space is available to finance major invest-
ments in physical, human, and institution-
al capital. 
 
 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 5.4 5.8 2.0 4.5 5.5 6.0

Private Consumption 5.6 3.1 1.0 3.3 3.8 4.1

Government Consumption 2.0 2.3 7.4 8.1 8.0 7.8

Gross Fixed Capital Investment 7.7 8.0 2.4 4.2 9.5 10.0

Exports, Goods and Services -1.7 19.0 -8.6 8.2 8.5 8.7

Imports, Goods and Services 16.7 -1.4 -7.6 5.1 14.2 13.3

Real GDP growth, at constant factor prices 5.4 5.8 2.0 4.5 5.5 6.0

Agriculture 3.4 3.5 3.1 3.6 3.5 3.5

Industry 9.7 10.3 2.5 7.4 8.2 9.4

Services 3.8 4.2 0.9 2.9 4.6 4.7

Inflation (Consumer Price Index) 3.5 3.5 3.4 3.5 3.7 4.0

Current Account Balance (% of GDP) -3.7 -2.3 -1.6 -1.5 -2.4 -3.3

Net Foreign Direct Investment (% of GDP) 1.7 1.6 1.0 1.2 1.4 1.6

Fiscal Balance (% of GDP) -2.5 -1.4 -2.0 -2.9 -3.2 -3.5

Debt (% of GDP) 39.7 38.1 38.1 37.3 36.9 36.5

Primary Balance (% of GDP) -0.9 0.4 0.2 -0.8 -1.0 -1.2

International poverty rate ($1.9 in 2011 PPP)a,b 49.4 49.3 50.5 49.8 48.3 46.8

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 76.8 76.7 77.6 77.1 76.1 75.0

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 91.8 91.8 92.2 92.0 91.5 91.0

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 2007-HBS and 201 8-HBS. Actual data: 201 8. Nowcast: 201 9-2020. Forecast are from 2021  to  2023.

(b) Projection using annualized elasticity (2007-201 8)   with pass-through = 1 based on private consumption per capita in constant LCU. 
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Key conditions and 
challenges 
 
COVID-19 halted Togo’s strong growth 
momentum and exacerbated structural 
constraints that hinder economic growth 
and economic transformation. Between 
2017 and 2019, growth was robust, averag-
ing 5 percent (2.4 percent in per capita 
terms), supported by stable macroeco-
nomic conditions and significant improve-
ments in the business climate. However, 
the country has yet to take full advantage 
of its potential, as GDP growth was lower 
than WAEMU peers and did not lead to 
improvements in living standards. While 
critical Doing Business reforms have 
been achieved, efforts to shift the devel-
opment model towards private sector led 
growth are constrained by poor infra-
structure, notably in energy and telecom-
munications and weak governance. Bur-
densome custom procedures and logis-
tics weaknesses also prevent Togo from 
fully harnessing its potential as a 
transport and logistics platform. Finally, 
the potential of digital technology re-
mains untapped and prevents innovation 
in key economic sectors. 
These constraints have been worsened by 
COVID-19, which brought the economy to 
a near halt, reversing gains made in pov-
erty reduction. The path to an inclusive 
and sustained post-COVID recovery re-
mains uncertain and depends on the 
depth and the duration of the pandemic. 
While the rollout of vaccines and a  

recovering global economy could help 
GDP expand, several downside risks re-
main (including virus mutation and rising 
security risks in neighboring countries), 
which could weigh on investment, trade, 
and public finances. Also, unfavorable 
weather conditions and the unavailability 
of inputs could negatively affect agricul-
tural productivity, while the relative 
weakness of administrative capacity could 
limit the implementation of reforms and 
private investment. Finally, contingent 
liabilities associated with a delay in re-
structuring two state-owned banks could 
pose a risk to financial stability and fiscal 
sustainability.  
 
 

Recent developments 
 
Growth decelerated sharply to 0.7 per-
cent in 2020 (-1.7 percent in per capita 
terms), as private consumption fell from 
a decline in household incomes and busi-
ness activity as social-distancing 
measures were implemented. Also, travel 
restrictions negatively impacted tourism, 
while the agriculture sector remained 
resilient, as the Government provided 
subsidized agriculture inputs. Inflation 
rose to 1.8 percent in 2020, driven by 
higher food prices from supply chain 
disruptions.  
The current account deficit widened to 3.7 
percent in 2020 from lower exports and 
higher imports of health products to com-
bat COVID-19. Lower demand from key 
trading partners, combined with a signifi-
cant drop in the prices of Togo’s main 

TOGO 

FIGURE 1 Togo / Evolution of fiscal indicators  FIGURE 2  Togo /  Actual and projected poverty rates and 
real GDP per capita 

Sources: INSEED and World Bank staff estimates.  Source: World Bank. Notes: see Table 2.  

Growth decelerated in 2020 as the con-

tainment and mitigations measures to 

curb the spread of COVID-19 negatively 

affected private consumption, tourism 

and economic activity at Togo’s main 

port.  External and fiscal balances also 

worsened, while poverty rose. Growth and 

poverty reduction are expected to gradu-

ally recover over the medium term. 

Downside risks to the outlook include 

larger-than-expected COVID-19 effects, 

political uncertainty, heightened insecuri-

ty in neighboring countries, and banking 

sector vulnerability.  

Table 1 2020

Population, million 8.3

GDP, current US$ billion 7.4

GDP per capita, current US$ 888.2

International poverty rate ($1.9)
a 51 .1

Lower middle-income poverty rate ($3.2)
a 74.2

Upper middle-income poverty rate ($5.5)
a 90.8

Gini index
a 43.1

School enro llment, primary (% gross)
b 1 24.3

Life expectancy at birth, years
b 60.8

(a) M ost recent value (201 5), 201 1 PPPs.

(b) WDI for school enrollment (201 9); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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commodities (including phosphate and 
coffee) lowered exports.  
The fiscal deficit widened to 6.1 percent of 
GDP in 2020, reflecting a significant con-
traction of government revenues, as eco-
nomic activity declined and due to tax 
breaks for firms, and a sharp increase in 
expenditures to address the COVID-19 
crisis and promote economic recovery. 
Public debt as a percent of GDP increased 
to 57.5 percent in 2020.  
External reserves reached an estimated 5.5 
months of imports in 2020 due to large 
donor support and reduced imports dur-
ing the pandemic. Between March and 
October 2020, the REER appreciated by 6.4 
percent y/y, reflecting the nominal appre-
ciation of the Euro against the USD. To 
support regional economy and COVID-19 
related extra spending, the BCEAO an-
nounced a set of monetary and macropru-
dential measures since March 2020, in-
cluding a policy rate cut and extended 
refinancing operations of the 3-month 
COVID-19 bonds to support governments 
and businesses. 
Poverty remain high and concentrated in 
rural area. Although poverty has declined 
in recent years, more than two fifths of the 
population still live in poverty. The pov-
erty rate (using the national poverty line 
of 743.2 CFAF per day) was 45.5 percent 
in 2018-19, suggesting a continued  

decrease. Because of the COVID-19 pan-
demic, the extreme poverty rate is esti-
mated to have increased to 46.3 percent 
in 2020. Poverty worsened mainly in ur-
ban areas from job losses and increases in 
prices of basic consumption goods.  

 

Outlook 
 

Real GDP is projected to grow by 3.4 per-
cent (1 percent in per capita terms) in 
2021, rising to 5.0 percent in 2023. Growth 
will be supported by higher exports, as 
economic activity gradually resumes in 
key trading partners and by the continu-
ous improvements in public infrastructure 
and the business climate. Also, plans to 
build or rehabilitate rural roads will boost 
activity in the construction sector, while 
the re-opening of borders will improve 
access to agricultural inputs, thereby in-
creasing productivity. 
The current account deficit will improve 
slightly in 2021, from 3.7 percent of GDP in 
2020 to 3.6 percent of GDP in 2021, as re-
covering export growth outstrips rising 
import demand.  In the medium-term, the 
external deficit is expected to stabilize at 
around 3.6 percent of GDP, balancing a 
continual recovery of exports with increas-
es in imports as investments and private 

consumption rebounds. The current ac-
count deficit will be financed by grants, 
savings from the Debt Suspension Initia-
tive and concessional loans. 
The fiscal deficit is projected at 6.1 percent 
of GDP in 2021, before gradually declining 
to reach the WAEMU convergence criteria 
of 3 percent in 2023. Revenues are ex-
pected to rise in line with GDP growth 
and from an end of the tax holidays to 
support firms in 2020. Total expenditure 
as a percent of GDP will remain un-
changed, as the decrease in current ex-
penditures is fully offset by the rise in 
capital expenditures. Public debt will in-
crease to 60 percent of GDP in 2021, before 
declining over the medium-term as the 
primary fiscal deficit is gradually reduced. 
The risk of external debt distress is moder-
ate, while the risk of overall debt distress 
is high due to increases in regional debt. 
Extreme poverty will remain high at 45.9 
percent in 2021, as food prices remain 
high, reflecting a rebound in consumption 
demand and persisting supply chain dis-
ruptions. Extreme poverty is projected to 
return to the pre-COVID trajectory in 2022 
and follow a downward trend in the me-
dium-term supported by the scaling-up of 
Government cash transfer programs to the 
poorest and most vulnerable.   
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 5.0 5.5 0.7 3.4 4.6 5.0

Private Consumption 2.8 3.0 -4.9 3.7 3.6 3.6

Government Consumption 23.1 -2.9 21.1 -26.3 19.0 1.1

Gross Fixed Capital Investment 16.8 20.2 8.6 36.2 12.3 20.4

Exports, Goods and Services 2.0 1.0 3.6 5.0 3.6 3.6

Imports, Goods and Services 5.3 1.2 4.1 13.0 13.0 13.0

Real GDP growth, at constant factor prices 5.2 4.4 0.7 3.4 4.6 5.0

Agriculture 3.2 1.9 4.0 6.0 5.9 5.9

Industry 3.9 6.5 0.8 6.5 7.5 8.1

Services 6.6 4.5 -0.7 0.9 2.7 3.1

Inflation (Consumer Price Index) 0.9 0.7 1.8 2.0 2.2 2.0

Current Account Balance (% of GDP) -1.9 -2.5 -3.7 -3.6 -3.6 -3.8

Net Foreign Direct Investment (% of GDP) 3.5 4.0 2.2 2.7 2.0 1.9

Fiscal Balance (% of GDP) -0.6 -0.9 -6.1 -6.1 -4.1 -3.0

Debt (% of GDP) 57.3 53.5 57.5 60.0 60.0 58.9

Primary Balance (% of GDP) 1.2 1.2 -3.2 -3.6 -1.9 -0.5

International poverty rate ($1.9 in 2011 PPP)a,b 47.0 45.7 46.3 45.9 45.3 44.3

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 71.9 70.3 71.3 70.5 69.5 68.5

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 89.0 88.5 88.8 88.7 88.3 87.7

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 5-QUIBB. Actual data: 201 5. Nowcast: 201 6-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 5)  with pass-through = 0.87  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Prior to the COVID-19 outbreak, structur-
al transformation was driving a decline in 
poverty, despite a slowdown in trend eco-
nomic growth over the last decade. The 
transformation was characterized by a 
sizable reduction in the workforce em-
ployed in agriculture to between 60–
65 percent from 75 percent a decade ago, 
and a take-off in industrial production, 
largely in agro-processing. Notwithstand-
ing shifts to higher productivity jobs, per 
capita real GDP growth decelerated to 
1.3 percent in the five years prior to the 
COVID-19 crisis, from 2.2 percent between 
2010 and 2015, as population growth 
climbed to 3.7 percent per year. Neverthe-
less, poverty is projected to have declined 
from 41.3 to 40.2 percent between 2016 
and 2019.  However, the poor remain 
highly vulnerable to shocks, as seen in the 
temporary rise in poverty following the 
2016/17 drought.  
COVID-19 may reverse the declining 
poverty trend from the past decade, with 
widespread closures of firms, permanent 
layoffs in industry and services, and a 
rapid slowdown of economic activity, 
especially in the urban informal sector. 
The economic scarring is likely to persist 
over the long run as real per capita in-
come will struggle to catch up with levels 
expected before the crisis (Figure 1). The 
lack of social safety nets has resulted in 
the displacement of labor from urban 

employment back to low-productivity 
farming. Meanwhile, rising debt vulnera-
bilities curtail fiscal measures to accelerate 
growth and improve the quality of public 
investment in human and physical capital 
that is needed to enhance productivity. 
The government could use the crisis to 
replace inefficient spending programs 
such as, for example, Operation Wealth 
Creation, with better approaches to boost 
productivity. Furthermore, the agricultur-
al supply chain would benefit from invest-
ments in post-harvest storage facilities 
that would improve the quality and relia-
bility of supply for the domestic manufac-
turing sector.  
 
 

Recent developments 
 
With the full impact of the COVID-19 
shock in FY21, real GDP growth is ex-
pected to decline to 1–2 percent compared 
to 2.9 percent in FY20. Growth contracted 
in the first quarter of FY21 (July–
September 2020) by 2.2 percent (yoy)—the 
third consecutive quarter of negative 
growth—driven by a sharp decline in ser-
vices, mostly tourism, and was offset in 
part by a mild recovery in industrial pro-
duction. Meanwhile, inflationary pres-
sures have abated, despite expansionary 
monetary policy and financial policies 
aimed at easing liquidity for banks and 
businesses. Lower growth narrowed the 
current account deficit by 1 percentage 
point to 5.9 percent of GDP in FY20, as 
both exports and imports declined by 
US$3.3 billion and outflows of investment 

UGANDA 

FIGURE 1 Uganda / Evolution of real GDP per capita (US$) 
as projected pre- and post-COVID 

FIGURE 2  Uganda / Actual and projected poverty rates and 
real private consumption per capita 

Sources: UBOS and UN, WB staff calculations through MFMOD. Source: World Bank. Notes: see Table 2. 

The COVID-19 crisis pushed the econo-

my into three consecutive quarters of 

GDP contraction and revealed weaknesses 

in Uganda’s path towards industrializa-

tion. Consequently, revenue shortfalls 

deepened, while current spending rose 

compared to last fiscal year, and inflation-

ary pressures abated. Growth is expected 

to worsen in FY21 before recovering in 

FY22–23 with the rollout of COVID-19 

vaccines. Extreme poverty is also expected 

to rise, especially in urban areas.  
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Table 1 2020

Population, million 45.7

GDP, current US$ billion 30.7

GDP per capita, current US$ 671 .8

International poverty rate ($1.9)
a 41 .3

Gini index
a 42.8

School enro llment, primary (% gross)
b 1 02.7

Life expectancy at birth, years
b 63.0

(a) M ost recent value (201 6), 201 1 PPPs.

(b) WDI for school enrollment (201 7); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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income and employee compensation de-
celerated. 
Despite a near full recovery of employ-
ment after lockdown measures were lifted 
by August 2020, household incomes have 
not returned to their pre-pandemic levels. 
Private consumption per capita is project-
ed to shrink 2.7 percent between 2019 and 
2021, resulting in a 1.5 percentage point 
increase in poverty by end-2021 (Figure 2). 
The transmission channel for the impact 
on household incomes is largely employ-
ment and income losses in service and 
industry sectors.  
The fiscal deficit is estimated to have wid-
ened to 9 percent of GDP in the first half 
of FY21 from 6.6 percent during the same 
period of FY20. The decline in direct taxes 
reflects tax deferments and business clo-
sures, while the drop in VAT and excise 
duties mirrors the slowdown in private 
consumption and imports. The govern-
ment’s spending response to the crisis has 
included an acceleration in military ex-
penditures, which rose 45 percent since 
the start of the crisis (March to November) 
compared to the same period the year 
before. Spending on health and education, 
meanwhile, increased 30 and 15 percent, 
respectively, which included the hiring of 
temporary workers to help manage the 
pandemic.  
 

 
Outlook 
 

The displacement of labor and an uncer-
tain post-election period will slow the 
recovery from the ongoing COVID-19 
crisis, with real GDP growth expected to 
pick up in FY22–23. This rebound, averag-
ing 5.6 percent in FY22–23, is predicated 
on a pick-up in private consumption and 
investment, supported by higher growth 
in exports as the global economy recovers. 
The latter is assumed to benefit from the 
global rollout of COVID-19 vaccines in 
2021. A more prolonged downturn in 
tourism revenues, further subdued in-
flows of remittances, and delays in the 
final investment decision by companies in 
the oil sector could result in growth drop-
ping to 4.5 percent over FY22–23. 
Accompanied by rising debt vulnerabili-
ties over the medium term, the fiscal defi-
cit is projected to remain above 5 percent 
on average in FY22–23. Despite an ex-
pected correction in the primary deficit to 
2 percent of GDP by 2023, public debt is 
likely to exceed 51 percent of GDP by 
2023. Debt risks will become more pro-
nounced if there is a bigger than expected 
reliance on domestic borrowing, where  
1-year treasury bill yields have averaged 

around 13 percent since July 2020. On the 
upside, oil prices have recovered more 
than expected, with Brent crude above 
US$60 in February 2021. This increases the 
likelihood of oil companies taking the 
final investment decision, which would 
unlock large FDI inflows and an invest-
ment boom.  
The expected slow recovery in private 
consumption means the poverty rate is 
unlikely to return to pre-COVID levels 
before 2023. According to the World 
Bank’s projections, poverty will be 40.6 
percent in 2023, still 0.4 percentage points 
higher than in 2019. The size of the in-
crease in poverty may change given that 
the full impact of the pandemic is still 
unknown and will also depend on gov-
ernment’s handling of the ongoing crisis. 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 6.2 6.8 2.9 2.0 4.7 6.4

Private Consumption 6.0 6.2 1.2 2.3 3.4 4.0

Government Consumption 11.6 6.9 6.0 11.2 -1.6 5.6

Gross Fixed Capital Investment 5.5 9.9 0.7 2.0 8.9 10.1

Exports, Goods and Services 9.3 6.8 0.4 3.2 14.6 14.2

Imports, Goods and Services 8.8 8.1 -6.2 8.3 10.2 9.1

Real GDP growth, at constant factor prices 6.2 6.8 2.9 2.0 4.7 6.4

Agriculture 4.4 5.3 4.8 3.5 4.1 4.2

Industry 6.5 10.1 2.2 2.8 5.3 7.6

Services 7.1 5.7 2.3 0.7 4.6 6.9

Inflation (Consumer Price Index) 3.4 3.1 3.0 4.0 4.5 5.0

Current Account Balance (% of GDP) -5.3 -6.8 -6.1 -8.3 -7.7 -7.0

Net Foreign Direct Investment (% of GDP) 2.8 3.5 2.6 2.3 2.8 3.1

Fiscal Balance (% of GDP) -4.1 -4.9 -7.2 -8.3 -5.6 -4.9

Debt (% of GDP) 36.2 37.3 41.1 47.5 50.6 51.4

Primary Balance (% of GDP) -2.1 -2.8 -4.5 -5.5 -2.8 -2.0

International poverty rate ($1.9 in 2011 PPP)a,b 41.6 40.2 41.4 41.7 41.4 40.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 6-UNHS. Actual data: 201 6. Nowcast: 201 7-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 6)  with pass-through = 0.87  based on private consumption per capita in constant LCU. 
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Key conditions and 
challenges 
 
Zambia’s economic challenges in recent 
years have highlighted the need to diver-
sify away from a mining-led development 
model. Zambia experienced a period of 
unprecedented growth averaging at 7.4 
percent per annum over 2004-2014. This 
raised GDP per capita levels by nearly 53 
percent, with the country becoming a low-
er middle-income country in 2011. These 
successes followed debt relief under HIPC 
in 2005, increased production in agricul-
ture and mining along with rising global 
copper prices and investment in the social 
sectors. However, delays to unwind ex-
pansionary fiscal policies over the past 
decade in the face of copper price fluctua-
tions and weather vagaries led to increas-
ing macroeconomic and debt vulnerabili-
ties. Debt to GDP increased from 23.8 per-
cent in 2014 to 141.3 percent by 2020. 
The Zambian economy was already at its 
weakest point at the onset of the COVID-
19 pandemic. Growth in 2019 slumped to 
the lowest in two decades (1.4 percent), 
with drought conditions impacting agri-
culture, electricity and copper production. 
Expansionary fiscal outturn in 2019– an 
overall deficit of 11.4 percent of GDP, fur-
ther constricted the country’s fiscal space. 
Inflation started rising above the authori-
ties’ target band of 6-8 percent beginning 
June 2019 and the Kwacha depreciated by 
18.3 for the year, leading to a tightening of 
monetary policy. By 2019, Zambia’s debt 

was assessed to be at high risk of debt 
distress and unsustainable. Combined, 
these macroeconomic pressures led to a 
liquidity crisis by the end of 2019 and un-
derlined the need for significant fiscal 
consolidation and diversification beyond 
mining. 
 
 

Recent developments 
 
The COVID-19 pandemic pushed into 
contraction an economy that was already 
weakened by recent persistent droughts, 
falling copper prices and unsustainable 
fiscal policies. Economic activity through 
Q3 of 2020 contracted by 1.7 percent, as 
declines in industry and services out-
weighed growth in agriculture. Mining 
and services suffered from lower global 
demand and social distancing measures 
earlier in the year, respectively. However, 
relaxation of the lockdown measures in 
second half and a global pick-up of copper 
prices helped activity to recover. Overall, 
the economy is estimated to have contract-
ed by 1.2 percent in 2020 - the first reces-
sion for Zambia since 1998. Inflation re-
mained in double digits throughout 2020--
averaging 15.7 percent --and reached a 
high of 21.5 percent in January 2021.  
The COVID-19 pandemic has also deep-
ened Zambia’s fiscal and debt vulnerabili-
ties. Falling revenues and COVID-related 
expenditures saw the fiscal deficit increase 
to 10.3 percent of GDP compared to an 
approved budget of 6.5 percent. The Kwa-
cha depreciated by over 50 percent while 
reserves declined to $1.2bn even as the 

ZAMBIA 

FIGURE 1 Zambia / Interest payments on debt as a share of 
domestic revenues 

FIGURE 2  Zambia / Actual and projected poverty rates and 
real GDP per capita 

Sources: Zambian authorities and World Bank Staff estimates and projections. Source: World Bank. Notes: see Table 2. 
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measures and external shocks due to the 
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increased by just over 1 percentage point 
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Table 1 2020

Population, million 1 8.4

GDP, current US$ billion 1 9.4

GDP per capita, current US$ 1 055.9

International poverty rate ($1.9)
a 58.7

Lower middle-income poverty rate ($3.2)
a 75.4

Upper middle-income poverty rate ($5.5)
a 88.1

Gini index
a 57.1

School enro llment, primary (% gross)
b 98.7

Life expectancy at birth, years
b 63.5

(a) M ost recent value (201 5), 201 1 PPPs.

(b) WDI for school enrollment (201 7); life expectancy (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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government accumulated over US$840mn 
in external arrears through December 
2020—a clear reflection of increasing debt 
service pressures (figure 1). By September 
2020, the government stopped servicing 
all external debt except for multilaterals 
and some priority projects; this was fol-
lowed by a default on the Eurobond re-
payments in November. As debt became 
unsustainable, the authorities embarked 
on a debt restructuring process in early 
2020 and in May hired legal and financial 
advisors to help them with the negotia-
tions. The country’s participation in the 
Debt Service Suspension Initiative (DSSI) 
has helped free up resources for the 
COVID-19 response. The government has 
also requested debt treatment under the G
-20 Common Framework, agreement of 
which could help frame and support the 
debt restructuring process with all credi-
tors. Restoring Zambia’s external debt to 
sustainable levels will require significant 
debt restructuring, including debt reduc-
tion to reduce the present value of debt, 
and fiscal consolidation. 
Poverty and vulnerability have increased 
due to the pandemic. The national poverty 
headcount rate is expected to increase by 
around 1.1 percentage points from 58.6 
percent in 2019 to 59.9 percent by 2021. 
This is largely driven by increases in pov-
erty in urban areas, and among those 

relying on employment income from the 
informal sector. A World Bank Household 
Monitoring phone survey found that 4 in 
5 households reported a drop-in income 
from nonfarm business, and that 1 in 3 
reported a reduction or disappearance of 
wages. Core recurrent spending, includ-
ing social benefits, has suffered in recent 
years, with only about one third percent 
of the government’s budget on social cash 
transfers (SCT) disbursed in FY20. While 
the government has budgeted for a higher 
amount in SCT in FY21, this could be fur-
ther affected by the increasing fiscal pres-
sures due to the crisis, with a substantial 
impact on the most vulnerable households 
in the population.  

 

Outlook 
 

A gradual recovery is expected, with GDP 
growth projected at 1.8 percent in 2021 and 
averaging 2.8 percent over 2021-23. Higher 
copper prices, the commissioning of a new 
hydro power station, and a return to nor-
mal rainfall patterns are expected to sup-
port growth in agriculture and electricity 
production, key contributors to Zambia’s 
industry and service sectors. However, the 
impact of COVID-19 will continue to 
dampen activity, especially in tourism 

(about 7 percent of GDP) and retail and 
wholesale trade (20 percent of GDP). 
While the recent uptick in copper prices 
could help in ramping up mining activity 
in the short-term, a stable fiscal regime 
and clarity on the role of the state will be 
critical for regaining and increasing in-
vestment in the sector for longer-term 
benefits. Absent decisive policy interven-
tions and in the face of fiscal pressures, 
poverty is expected to peak in 2022 at 
60.0 percent. 
The risks to this outlook are balanced. 
Timely achievement of macroeconomic 
stability will largely depend on progress 
on debt restructuring and to fiscal consoli-
dation and the availability of the COVID-
19 vaccines. However, a prolonged fallout 
from COVID-19 could amplify fiscal and 
domestic liquidity challenges, deepen 
exchange rate pressures, further weaken 
the base on which the Zambian economy 
is expected to recover, and lengthen the 
time for Zambia to embark on key macro-
economic and structural reforms. Rainfall 
variability remains a key structural risk to 
Zambia’s sustainable growth, affecting 
key sectors like agriculture and electricity, 
and highlights the need to incorporate 
climate-smart solutions in the country’s 
long-term growth strategy. 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 4.2 1.4 -1.2 1.8 2.9 3.8

Private Consumption 1.2 2.3 3.1 3.6 4.5 4.5

Government Consumption -14.9 -10.1 10.8 -15.8 -11.4 -4.4

Gross Fixed Capital Investment 9.9 -14.3 -29.9 8.9 6.1 12.6

Exports, Goods and Services 8.7 -7.2 10.8 8.6 9.8 6.9

Imports, Goods and Services 4.9 -13.7 -9.8 16.1 14.3 13.1

Real GDP growth, at constant factor prices 4.0 1.5 -1.2 1.8 2.9 3.8

Agriculture -21.2 7.7 18.2 4.5 4.0 4.0

Industry 4.6 -3.3 -1.5 1.0 1.8 3.6

Services 7.3 3.5 -3.1 1.8 3.3 3.9

Inflation (Consumer Price Index) 7.5 9.1 15.7 21.0 19.0 10.0

Current Account Balance (% of GDP) -1.3 1.1 8.4 6.5 5.9 3.5

Net Foreign Direct Investment (% of GDP) 1.4 -1.0 2.0 2.0 3.1 3.0

Fiscal Balance (% of GDP) -10.1 -9.5 -10.1 -8.1 -5.6 -2.2

Debt (% of GDP) 77.8 88.4 84.2 76.0 73.1 100.3

Primary Balance (% of GDP) -5.5 -5.6 -7.0 -3.7 -2.2 0.4

International poverty rate ($1.9 in 2011 PPP)a,b 58.3 58.6 59.7 59.9 60.0 59.9

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 74.9 75.3 76.0 76.2 76.4 76.2

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 87.7 88.0 88.5 88.6 88.8 88.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 5-LCM S-VII. Actual data: 201 5. Nowcast: 201 6-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 5)  with pass-through = 0.7  based on GDP per capita in constant LCU. 
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Key conditions and 
challenges 
 
Macroeconomic challenges and natural 
disasters have kept Zimbabwe’s growth 
volatile. High inflation, unstable ex-
change rates, and unsustainable debt 
have constrained macroeconomic stabil-
ity and productivity growth. Trade inte-
gration has declined and foreign direct 
investment (FDI) remained low, limiting 
transfer of new technologies and invest-
ment in modernizing the economy. In-
creased frequency of unfavorable weath-
er events, including a drought persisting 
for almost three years and the devastat-
ing Cyclone Idai, downsized rain-fed 
agriculture, electricity and water produc-
tion with ripple effects to other economic 
sectors and social conditions. As a result, 
after growing at 6.8 percent in 2010–14, 
Zimbabwe’s economy contracted by 1.3 
percent in 2015–20.  
With no access to concessional external 
financing, Zimbabwe has relied on mobi-
lizing domestic resources, donor assis-
tance, and expensive external loans to 
mitigate the impact of natural disasters 
and the pandemic. To contain inflation, 
fiscal policy remained tight which has 
weakened delivery of basic social services.  
As a result of low or negative economic 
growth and natural disasters, extreme 
poverty has steadily increased over the 
last decade, rising from 21 percent in 2011 
to 39.5 percent in 2019 (based on $1.90 
poverty line). With the onset of the 

COVID-19 pandemic, the number of ex-
treme poor is estimated to have reached  
42.3 percent in 2020 (based on $1.90 pov-
erty line) of the population in 2020. Bring-
ing the pandemic under control so that 
economic activity can resume as normal 
remains the priority in the near term. Zim-
babwe’s recovery needs to be underpinned 
by policies promoting productivity growth, 
such as reducing state intervention in the 
economy; lessening the regulatory burden; 
strengthening governance and anti-
corruption efforts; lowering barriers to 
regional trade integration; and removing 
forex retention requirements. Service deliv-
ery needs to be strengthened and house-
hold vulnerability reduced through robust 
social safety net programs. 
  
 

Recent developments 
 
GDP is estimated to have contacted by 8 
percent for a second year in a row as the 
pandemic halted economic recov-
ery. Containment measures depressed 
manufacturing, non-mineral exports, and 
the hospitality, trade, and transport sec-
tors. Sales of manufacturing and services 
firms in July 2020 were about half the level 
of the previous year. Supply-side shocks 
subsided after mobility restrictions were 
eased, but domestic demand was weak in 
an environment of triple-digit inflation, 
loss of productive jobs and income losses. 
Several years of drought necessitated in-
creased imports of maize and electricity, 
while the pandemic presented new de-
mands for lab equipment and medical 

ZIMBABWE 

FIGURE 1 Zimbabwe / Official and parallel-market exchange 
rates  

FIGURE 2  Zimbabwe / Actual and projected poverty rates 
and real private consumption per capita 

Sources: Reserve Bank of Zimbabwe and World Bank Staff estimates. Source: World Bank. Notes: see Table 2. 
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pre-pandemic levels until after 2023. In-

flation though declining is projected to 
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international oil and food prices. Fiscal 

deficit is projected to be within sustaina-
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while non-wage expenditure is con-
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continued elevated prices, and a slow re-
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Table 1 2020

Population, million 1 4.9

GDP, current US$ billion 1 7.0

GDP per capita, current US$ 1 1 45.1

International poverty rate ($1.9)
a 39.5

Lower middle-income poverty rate ($3.2)
a 63.8

Upper middle-income poverty rate ($5.5)
a 82.8

Gini index
a 50.4

School enro llment, primary (% gross)
b 1 09.9

Life expectancy at birth, years
b 61 .2

(a) M ost recent value (201 9), 201 1 PPPs.

(b) M ost recent WDI value (201 8).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Poverty rate (%) Real private consumption per capita (LCU constant)

0

200

400

600

800

1000

1200

1400

1600

0

20

40

60

80

100

2011 2013 2015 2017 2019 2021 2023

International poverty rate Lower middle-income pov. rate
Upper middle-income pov. rate Real priv. cons. pc



297 MPO Apr 21 

supplies. High inflows of remittances and 
a positive trade balance kept the current 
account in surplus. 
The need to contain inflation limited fiscal 
and monetary policy responses to the pan-
demic. Fiscal policy remained tight—with 
a small deficit of 1.2 percent of GDP—
despite wage pressures and additional 
spending needs to respond to the pan-
demic and growing number of poor. In 
June 2020, the Reserve Bank of Zimbabwe 
operationalized the reserve money target-
ing framework, floated the exchange rate, 
and introduced a foreign currency auc-
tion. These measures helped to stabilize 
the parallel market exchange rate and 
reduce the parallel market premium (see 
Figure 1), although the auction exchange 
rate system remained distortionary. As a 
result, inflation slowed to 322 percent in 
February 2021 from its peak of 838 percent 
in July 2020.  
The economic disruption continues to 
undermine household welfare. More 
than a quarter of households were se-
verely food insecure in July 2020, while 
the coverage of the social assistance pro-
gram remains low, and 28 percent of ag-
ricultural households are unable to sell 
their farm products. Nationally, 16 per-
cent of non-farm business owners report-
ed temporary or permanent closure of 
businesses in July 2020, and 58 percent 

had no, or lower revenue compared to 
the previous month.  
 
 

Outlook 
 
After two difficult years, Zimbabwe’s 
economy is set to return to positive 
growth in 2021 amid downside risks. 
GDP is projected to grow by 2.9 percent 
in 2021, led by a recovery in agriculture, 
and due to base effects. The impact of a 
second wave of the pandemic and uncer-
tainty about the roll out of vaccines are 
expected to weigh on recovery of domes-
tic and external demand. Domestic de-
mand is projected to remain weak on the 
back of continuing high inflation, limited 
fiscal space for expansion, and weak la-
bor market due to the pandemic. Eco-
nomic recovery is expected to strengthen 
in 2022 with GDP growing at around 5 
percent as the deployment of vaccines 
intensifies and consistent implementation 
of the recently approved National Devel-
opment Strategy reforms start bearing 
fruit. However, a more prolonged pan-
demic, weaker global demand, and 
heightened macroeconomic instability 
could delay economic recovery, increase 
poverty, and worsen human capital de-
velopment outcomes. If risks materialize, 

economic growth could be lower than 2 
percent in 2021. Recovery of tourism, 
trade, and transport is unlikely to occur 
until 2022.  
Despite renewed economic activity, pov-
erty is likely to remain high as the scars 
from two years of recession, food insecuri-
ty, natural events, and the economic dislo-
cations of the pandemic linger. The num-
ber of extreme poor is expected to remain 
at 6.3 million in 2021 amid elevated prices, 
risk of more surges in coronavirus cases, 
and a slow recovery of jobs and wages in 
the formal and informal sectors. Given 
limited social safety nets for protecting the 
growing number of poor, household vul-
nerability will likely remain high with 
continuing negative coping strategies such 
as depleting assets, compromising on 
quantity and quality of food, forgoing 
precautionary health care, and keeping 
children out school. Delayed economic 
recovery will further deepen poverty and 
social exclusion.   
 
 
 

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

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 4.8 -8.1 -8.0 2.9 5.1 5.0

Private Consumption -6.7 -13.4 -5.2 3.0 6.4 5.9

Government Consumption 9.2 -19.2 15.9 4.7 22.2 22.6

Gross Fixed Capital Investment 25.8 -4.3 -18.9 3.2 -35.3 -70.4

Exports, Goods and Services -29.3 -5.1 -1.4 3.0 5.3 5.5

Imports, Goods and Services -25.3 -21.0 3.0 4.5 6.1 5.8

Real GDP growth, at constant factor prices 5.1 -8.1 -8.0 2.9 5.1 5.0

Agriculture 18.3 -21.1 -5.2 6.8 8.1 9.3

Industry 3.2 -10.2 -2.7 6.7 10.2 11.8

Services 4.0 -5.1 -10.4 0.8 2.4 1.2

Inflation (Consumer Price Index) 10.6 255.1 556.6 150.0 30.0 20.0

Current Account Balance (% of GDP) -5.7 6.3 6.2 4.2 2.0 0.9

Net Foreign Direct Investment (% of GDP) -3.0 -1.5 -0.9 -2.1 -2.7 -2.9

Fiscal Balance (% of GDP) -6.0 0.3 -1.2 -2.2 -2.5 -3.0

Debt (% of GDP) 72.4 88.5 88.6 87.2 85.6 81.7

Primary Balance (% of GDP) -4.6 1.3 -0.2 -0.6 -0.5 -1.0

International poverty rate ($1.9 in 2011 PPP)a,b 39.5 42.3 41.7 39.8 37.9

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 63.8 66.2 65.8 64.0 62.6

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 82.8 84.2 83.9 82.9 82.0

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on 201 7-PICES. Actual data: 201 7. Nowcast: 201 8-2020. Forecast are from 2021  to  2023.

(b) Projection using neutral distribution (201 7)  with pass-through = 0.87  based on private consumption per capita in constant LCU. 
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