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Growth across CAREC countries remains robust while inflation has
decelerated

Inflation has come down and a loosening cycle has also

Across CAREC economies, growth has remained robust : :
begun in a few countries

CAREC: Real GDP Growth CAREC: Headline CPI and Change in Policy Rate
(Year-over-year percent change, simple average) (Year-over-year percent change)
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Some fiscal consolidation but weaker external positions

. .y 4 . . ... While current account balances deteriorated, but reserve
Fiscal consolidation took place in a few countries ...

positions remained mostly adequate

Change in Primary Balances (excluding grants), 2022-23

_ : Change in Current Account Balance and Import Cover, 2023
(Percent of GDP; percent of non-oil GDP for oil exporters, average)

(Current account balance in percent of GDP, import cover in months of imports
covered by reserves)

4 m 2022-23 change in current account balance 16
. . : 16 |
m Change in Primary Balance (non-oil for OEs) ° ® 2023 import cover (right scale)
3 1 12
12
L]
2 8} ° 418
4 ) ¢
L Py 4 a2
1 ® o ® °
0 pP—==
: 1] N 1°
4 L
-1 8}
2 -12 b
-16 T
-3
20 F -
4 | PAK GEO CHN ARM UzZB KGZ MNG TIK TKM KAZ AZE
KGZ | PAK | GEO | CHN | UzB | MNG | TJK KAZ | AZE | TKM ol OF
Ol OE
Sources: IMF, World Economic Outlook database; and IMF staff calculations. Sources: IMF, World Economic Outlook database; and IMF staff calculations.
Note: Country abbreviations are Intemational Organization for Standardization country codes. Ol = oil importers; Note: Country abbreviations are Intemational Organization for Standardization country codes. Ol = oil importers;
OE = oil exporters. OE = oil exporters.

INTERNAL. Thisinformation is accessible to ADB Management and Staff. It may be shared outside ADB with appropriate permission.



Outiook

IMF | Middle East and Central Asia Department



Growth is projected to remain robust in the short-term but declining for
some countries in the medium-term. Inflation to continue declining

Growth is expected to remain robust and broad-based but .. : : .
Inflation is projected to continue declining

subject to uncertainty and reform implementation

CAREC: Aggregate GDP Growth CAREC: Headline Inflation
(PPP 2021 international dollars, Percent change, year-over-year) (Percent change, year-over-year, simple average)
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Uncertainty surrounding the outiook is high and risks are tilted
to the downside

DOWNSIDE RISKS
GLOBAL UPSIDE RISKS

Increasing geoeconomic GLOBAL
fragmentation

Higher economic uncertainty in Easing trade tensions

major economies

Stronger recovery in investment
in advanced economies

CAREC

Increased commodity price
volatility

CAREC

Continued growth-enhancing
spillovers for Caucasus and
Central Asia

Recurrent climate shocks

Escalation or expansion of

e e Permanent resolution of the war

in Ukraine

Slow pace of reforms
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CAREC economies are highly exposed to climate-related disasters

Impact of Extreme Climate Events in the CAREC region, 2015-2023
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Sources: EMDAT database; and IMF staff calculations.
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Acceleration of reforms needed to foster convergence

While CAREC growth has been driven historically by TFP
growth, this has slowed substantially in recent years

Convergence with advanced economies has slowed...

Real GDP per Capita Relative to High Income Countries CAREC ex CHN: Contributions to Real GDP per Capita
(Average year-over-year percent gzragg‘gzt;r::ontributions in percentage points)
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Sources: International Labour Organization; Penn World Table version 10.01; United Nations, World Population Prospects;
and IMF staff calculations.

Note: Countries within group weighted using purchasing power in international dollar weights. Contributions of capital
deepening and employment per capita reflect the shares of the respective factor inputs in output and their growth rates. Labor
productivity is real GDP per employed worker.

Sources: IMF, World Economic Outlook database; and IMF staff calculations.
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Policy flexibility is essential amid shifting headwinds

Structural Policies
Boost job creation and promote
competition
Strengthen governance

Continue climate adaptation and
mitigation efforts

Support private sector investment

Improve regional cross border
payments infrastructure

Navigating the

evolving
geoeconomic
landscape

Monetary Policy Fiscal Policy

: : Conserve fiscal bufers and
Remain focused on price debt sustainability

stabili . o
vy Fiscal consolidation needed
Ensure central bank to support disinflation

independence :

: Strengthen fiscal
Accompany with prudent institutions, improve PFM
fiscal policy and PIM
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The IMF remains strongly engaged in supporting the region

CAREC: IMF Financing since the Pandemic Capacity Development Spending for CAREC (millions USD)
(March 2020-September 2024, millions of US dollars) FY2024: 121 projects, 11 countries, 21 workstreams, $11.9 million
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Source: IMF staff calculations.
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IMF-Middle East and Central Asia Department recent
climate-related analytical work on the region

INTERNATIONAL MONETARY FUND

MIDDLE EAST AND CENTRAL ASIA DEPARTMENT

INTERNATIONAL MONETARY FUND
A Low-Carbon Future
for the Middle East and
Central Asia

What Are the Options?

MIDDLE EAST AND CENTRAL ASIA DEPARTMENT
INTERNATIONAL MONETARY FUND

Feeling the Heat

Adapting to Climate Change in the
Middle East and Central Asia

MIDDLE EAST AND CENTRAL ASIA DEPARTMENT

Prepared by Gareth Anderson, Jiayi Ma, Tokhir Mirzoev,
Ling Zhu, and Karlygash Zhunussova
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Preparedby IMF team|ed by Christoph Duenwald, Yasser
Abdih, Kerstin Gerling, and Vahram Stepanyan, and
including Lamiae Agoumi, Abdullah AlHassan, Gareth
Anderson, Anja Baum, Mehdi Benatiya Andaloussi, Chen
Chen, Sahra Sakha, Sergejs Saksonovs, Faten Saliba, and
Jesus Sanchez

43dVd TVINIWNLIVd3d

Paving the Way to More
Resilient, Inclusive, and

Greener Economies in the
Caucasus and Central Asia

Prepared by a team led by Nikoloz Gigineishvili and
including lulia Ruxandra Teodoru, Narek Karapetyan,
Yulia Ustyugova, Jean van Houtte, Jiri Jonas,

Shant Arzoumanian, Kalin Tintchev, Maxwell Tuuli,
Saliba, Farid Talishli, Moataz El Said, and Fernanda Brollo

DP/2023/004

2023
JUN

43dVd TVLININLIVd3IA

Climate Challenges in Fragile and
Conflict-Affected States

Laura Jaramillo, Aliona Cebotari, Yoro Diallo, Rhea Gupta,
Yugo Koshima, Chandana Kularatne, Daniel Jeong Dae Lee,
Sidra Rehman, Kalin Tintchev, and Fang Yang

IMF STAFF CLIMATE NOTE 2023/001
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INTERNATIONAL MONETARY FUND

MIDDLE EAST AND CENTRAL ASIA DEPARTMENT

Preparing Financial Sectors
for a Green Future

Managing Risks and Securing
Sustainable Finance

Prepared by an IMF team led by Bozena Radzewicz-Bak
and Jérdme Vacher and comprising Gareth Anderson,
Filippo Gori, Mahmoud Harb, Yevgeniya Komiyenko, Jiayi
Ma, Moheb Malak, Dorothy Nampewo, and Sahra Sakha

DP/2024/002
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