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Recent developments: Growth in the region decelerated to an estimated three-year low of 2% in 2019,
reflecting a sharp slowdown in Turkey as a result of acute financial market pressure in 2018, as well as in the
Russian Federation amid weak demand and cuts in oil production. Sustained weakness in exports growth in
the region has continued amid slowing manufacturing activity and investment.

In Russia, softer-than-expected investment and trade, together with a continuation of international economic
sanctions, resulted in a growth slowdown to an estimated 1.2%. In Turkey, industrial production and
manufacturing data suggest that the economy began to stabilize in late 2019, following the disruptions from
acute financial market pressures in the previous year. Even so, growth slowed sharply for the year, falling to
near zero.

In Central Europe, the boost to private consumption in early 2019 from rising real wages and government
transfers helped to sustain above-potential growth. In the Western Balkans, a deceleration in public investment
in Kosovo, in manufacturing in Serbia, and in export growth in Albania and Serbia contributed to a moderation
in growth to an estimated 3.2% last year. Private consumption, strong manufacturing, and a recovery in mining
production in Armenia supported firming growth in the South Caucasus to an estimated 3.7%.

Outlook: Regional growth is expected to firm to 2.6% in 2020, assuming stabilization of key commodity prices
and Euro Area growth and recovery in Turkey (to 3%) and Russia (to 1.6%). In Russia, National Projects,
which include investment in infrastructure and human capital, are expected to buoy growth over the forecast
horizon. In Turkey, investment and imports are projected to recover from a deep contraction in 2019.

Economies in Central Europe are anticipated to slow to 3.4% this year as fiscal support wanes and as
demographic pressures persist. Progress on structural reforms is key to support private investment growth
over the medium term. Growth in the subregion is highly dependent on the continued absorption of EU
structural funds. Growth is projected to firm in the Western Balkans to 3.6%, assuming political instability and
policy uncertainty remain contained. The devasting earthquakes in the subregion in late 2019 took a heavy toll
on human life and physical infrastructure and could weigh on the growth outlook. Rising fiscal liabilities in the
subregion could reduce space for future fiscal stimulus and weaken the business climate, including in Kosovo,
Montenegro, and North Macedonia.

Growth in the South Caucasus is forecast to decelerate to 3.1%. Longer term growth depends on continuation
of domestic reforms to enhance private sector, as well as investment in human capital to boost the quality of
education and reduce skills mismatches.

Growth in Central Asia is anticipated to slightly moderate to 4.4% following agreed-upon oil production cuts by
Kazakhstan.

Risks: The regional outlook remains subject to significant downside risks, including slowing growth in major
trading partners, geopolitical turbulence, heightened policy uncertainty, exposure to disorderly financial market
developments, as well as weakening productivity growth over the long run.

A slowdown in the Euro Area could generate negative spillovers in economies with tightly linked trade and
financial ties. Slowing growth in China could be propagated through trade and commaodity price channels to
Central Asia, as well as metals exporters in the ECA region, which are increasingly reliant on China as an
export destination. The region’s energy exporters—Azerbaijan, Kazakhstan, and Russia—-remain vulnerable to
large swings in global commaodity prices, particularly when accompanied by heightened volatility.
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Europe and Central Asia Country Forecasts
(Annual percent change unless indicated otherwise)

2017 2018 2019e 2020f 2021f 2022f
GDP at market prices (2010 US$)
Albania 3.8 4.1 2.9 3.4 3.6 3.5
Armenia 7.5 5.2 6.9 5.1 5.2 5.2
Azerbaijan -0.3 1.4 25 2.3 2.1 2.1
Belarus 2.5 3.0 1.0 0.9 0.5 0.5
Bosnia and Herzegovina® 3.2 3.6 3.1 3.4 3.9 3.9
Bulgaria 35 3.1 3.6 3.0 3.1 3.1
Croatia 3.1 2.7 2.9 2.6 2.4 2.4
Georgia 4.8 4.8 5.2 4.3 4.5 4.5
Hungary 4.3 51 4.9 3.0 2.6 2.6
Kazakhstan 4.1 4.1 4.0 3.7 3.9 3.7
Kosovo 4.2 3.8 4.0 4.2 4.1 4.0
Kyrgyz Republic 4.7 3.5 4.2 4.0 4.0 4.2
Moldova 4.7 4.0 3.6 3.6 3.8 3.8
Montenegro 4.7 51 3.0 3.1 2.8 3.2
North Macedonia 0.2 2.9 3.1 3.2 3.3 3.1
Poland 4.9 5.1 4.3 3.6 3.3 3.1
Romania 7.1 4.0 3.9 3.4 3.1 3.1
Russia 1.6 2.3 1.2 1.6 1.8 1.8
Serbia 2.0 4.4 3.3 3.9 4.0 4.0
Tajikistan 7.1 7.3 6.2 5.5 5.0 5.0
Turkey 7.5 2.8 0.0 3.0 4.0 4.0
Turkmenistan 6.5 6.2 5.0 5.2 5.5 5.5
Ukraine 2.5 3.3 3.6 3.7 4.2 4.2
Uzbekistan 4.5 5.1 5.5 5.7 6.0 6.0

Source: World Bank.

Notes: e = estimate; f = forecast. World Bank forecasts are frequently updated based on new information

and changing (global) circumstances. Consequently, projections presented here may differ from those

contained in other Bank documents, even if basic assessments of countries’ prospects do not significantly

differ at any given moment in time.

a. GDP growth rate at constant prices is based on production approach.
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