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Recent Developments: The sharp drop in oil prices and conflict are holding back economic growth in the
region.

In additional to slowing growth, most oil-exporting countries have experienced a significant worsening of fiscal
and current account balances as a result of the oil price plunge. Budget adjustments are underway,
predominantly through cuts in infrastructure spending, fuel and utility subsidies, and government wage bills.
While public debt ratios remain at manageable levels in most countries, other signs of fiscal vulnerability have
risen and sovereign credit ratings of Bahrain, Oman, and Saudi Arabia have been downgraded in 2016.

Economic activity in the Arab Republic of Egypt, the largest oil-importing economy in the region, was supported
by strengthening domestic demand, but net exports were weak due in part to restrictions on dollar deposits in
banks. To support the economy, the central bank devalued the currency in March 2016 and announced that it
would adopt a more flexible exchange rate policy.

The extended period of low oil prices has not provided a significant boost to growth to oil importers in the
region, and unemployment, particularly among the young, is high. Although low oil prices allowed several
countries to adjust policies to contain deterioration in public finances, fiscal deficits remain above 3 percent of
GDP in all oil-importing countries in the region.

Outlook: Growth in the region is forecast to pick up slightly to 2.9 percent in 2016, albeit 1.1 percentage points
less than expected in the January outlook and even further below the average pace during 2000-13. The
downward revision comes as average oil prices are expected to track lower for the year. The outlook also
assumes no worsening of negative spillover effects from the war in Syria, continued gradual improvement in
the security situation in Irag, and that a new government takes office in Libya, as established in a political
agreement outstanding since the start of the year.

The marginal acceleration in regional economic activity expected in 2016 largely reflects stronger growth in
the second-largest economy, the Islamic Republic of Iran, after the lifting of economic sanctions. Iran’s
economy is expected to advance at a 4.4 percent pace in 2016 after expanding by 1.6 percent last year. The
country’s crude oil production has increased sharply in recent months, and by April was 25 percent higher than
average monthly production in 2015. Iraq, as well, is expected to see growth surge to 7.2 percent in 2016,
reflecting rapidly rising oil production and continued success in regaining territory from ISIS.

For Gulf Cooperation Council (GCC) countries, low oil prices and tightening fiscal policy are expected to slow
growth to 2.0 percent in 2016, from 2.9 percent in 2015.

Growth is forecast to ease in Egypt, to 3.3 percent in fiscal year 2015/16 (ending June 30, 2016), 0.5
percentage point below the pace expected in January. Moderating growth comes as tourism is contracting,
business sentiment is soft, and businesses faced a foreign currency shortage for much of the year.

Risks: Threats to economic growth are a further slide in oil prices, escalation of conflicts, and further negative
effects from security challenges or social unrest in countries not enmeshed in an active war.

For oil exporters, a further leg down in oil prices would likely lead to slower growth and bring about a deepening
of fiscal vulnerabilities and pressure on exchange rate pegs.

Despite some positive security developments, the potential for conflict-related spillover effects in the region
remains high. Fighting has resulted in significant loss of human and physical capital not only in countries
actively engaged in conflict but in neighboring countries. A worsening of domestic security conditions in
countries not grappling with widespread conflict could also sap business and investor confidence and
undermine economic activity.
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Middle East and North Africa forecast summary
(annual percent change unless indicated otherwise) Est. Forecast

2013 2014 2015 2016 2017 2018

GDP at market prices (2010 US$)

Algeria 2.8 4.1 2.9 3.4 3.1 2.7
Bahrain 5.4 4.5 2.9 2.2 2.0 1.9
Djibouti 5.0 6.0 6.5 6.5 7.0 7.0
Egypt, Arab Rep. 1.4 4.0 3.6 3.8 4.4 4.6

Fiscal year basis 2.1 2.2 4.2 3.3 4.2 4.6
Iran, Islamic Rep. -1.9 4.3 1.6 4.4 4.9 4.7
Iraq 6.6 2.1 2.4 7.2 4.7 5.2
Jordan 2.8 3.1 2.4 3.0 3.3 3.6
Lebanon 3.0 1.8 15 1.8 2.3 2.5
Kuwait 1.2 -1.6 -1.3 1.3 1.6 2.4
Libya -13.6 -24.0 -10.2 14.0 40.0 20.0
Morocco 4.7 2.4 4.4 1.7 3.4 3.6
Oman 3.9 2.9 3.3 1.6 1.9 2.6
Qatar 4.6 4.1 3.9 3.3 3.5 4.0
Saudi Arabia 2.7 3.6 3.4 1.9 2.0 2.3
Tunisia 2.4 2.3 0.8 1.8 2.5 3.0
United Arab Emirates 4.3 4.6 3.4 2.0 2.4 3.0
West Bank and Gaza 2.2 -0.2 3.5 3.3 3.5 3.6

Source : World Bank.

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 momentin time.



