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Middle East, North Africa,
Afghanistan, and Pakistan

Recent developments

The conflict in the Middle East has had severe
direct effects on economies in the MNA region.
In addition to humanitarian losses, these impacts
include a slump in economic activity and
increased inflationary pressures due to higher
energy and food prices, as well as a rise in
transportation costs. While ceasefire agreements
have at times eased fears of further escalation,
uncertainty associated with the conflict

remains high.

Among hydrocarbon exporters, the conflict has
exacerbated already-weakened economic activity in
the Islamic Republic of Iran, following intensified
sanctions and heightened social unrest. Limited
ship transit through the Strait of Hormuz and the
destruction of energy-related infrastructure have
significantly disrupted oil and natural gas
production in other hydrocarbon exporters,
including Iraq and Gulf Cooperation Council
(GCC) countries. In some economies, non-
hydrocarbon activity has remained soft, alongside
tight financial conditions.

The conflict has also had repercussions for
hydrocarbon importers, with higher energy and
input costs and shipping disruptions weighing on
activity. In some economies, worsened security
conditions have led to currency depreciations,
capital outflows, and reduced tourist arrivals. To
combat supply shortages and price hikes, several
economies have implemented energy-saving
measures and increased subsidies.

Geopolitical tensions have been heightened across
economies in fragile and conflict-affected
situations (FCS), including Afghanistan, Lebanon,
and the Republic of Yemen. In West Bank and
Gaza, the October 2025 ceasefire opened a fragile
window for stabilization of the economy,
following unprecedented losses, with Gaza facing
near total destruction of physical infrastructure
and significant recovery needs. Economic activity
remains markedly below pre-October 2023 levels
amid severe labor market dislocation (World Bank
2026h).

Outlook

With forecasts for the Islamic Republic of Iran
excluded because of exceptionally high
uncertainty, growth in MNA is expected to
weaken to 1.6 percent in 2026, from 4 percent

in 2025, reflecting the adverse effects of the
regional conflict (table 2.7). This represents a
2.7-percentage-point downgrade from the January
projection. Assuming disruptions from the conflict
taper off by the end of this year, growth in the
region is projected to recover to an average of

4.5 percent over 2027-28. However, the outlook
is subject to significant uncertainty.

Growth in hydrocarbon exporters in the Middle
East is set to slow to 0.3 percent in 2026, with the
projection downgraded by 4.3 percentage points
since January (figure 2.6.A). This reflects
significant declines in hydrocarbon production,
alongside disruptions to trade, foreign investment,
and services activity, including tourism and
aviation. Inflation is forecast to pick up, partly as a
result of higher food import prices, with a rise in
shipping costs (figure 2.6.B). Hydrocarbon prices
will also be higher, but the materialization of such
benefits—particularly on the fiscal front—faces
heightened uncertainty on account of increasing
spending pressures in several economies, especially
on defense.

Across these economies, the effects of the conflict
are expected to vary depending on the extent of
damage, the degree of exposure to hostilities, and
the strength of policy buffers.

The sharp slowdowns projected for Iraq, Kuwait,
and Qatar will be associated with worsening fiscal
and current account balances stemming from
declines in hydrocarbon revenues and, in some
cases, increases in military spending (table 2.8). In
contrast, the deceleration in growth is expected to
be moderate in Oman, which is less exposed to the
conflict primarily because its major ports are
located outside the Strait of Hormuz. The
weakening of growth is anticipated to be less
pronounced in Saudi Arabia, mainly reflecting the
ability to reroute oil exports through the East-
West pipeline (World Bank 2026i).

The strengthening of growth in hydrocarbon
exporters in the Middle East over 2027-28 will be
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supported by a recovery in hydrocarbon output,
including infrastructure investment, alongside the
steady expansion of non-hydrocarbon activity. As
trade activity returns with lower cost pressures,
inflation is projected to recede. Current account
surpluses are forecast to shrink, with declines in
energy prices (figure 2.6.C). In contrast, the
expected improvement in fiscal balances reflects an
increase in hydrocarbon production and revenues
outpacing expenditure growth (figure 2.6.D).

Forecasts for 2026 have been upgraded since
January for hydrocarbon exporters not directly
involved in the conflict—namely, Algeria and
Libya—primarily because of higher energy prices.
Besides, a rise in hydrocarbon prices will improve
fiscal and external balances in 2026, before they
worsen amid the price decline over 2027-28.

Among hydrocarbon importers, growth is also set
to slow in 2026, reflecting higher hydrocarbon
prices, disruptions to shipping and tourism, and
weaker remittances. Primary surpluses are
anticipated to shrink in 2026, partly reflecting
increases in subsidies and other social protection
measures in several economies. In Djibouti, amid
limited access to external financing, revenues are
projected to moderate with lower donor grants
(World Bank 2026j). Higher import prices and
lower remittance inflows are expected to
contribute to widening current account deficits in
2026, although higher fertilizer prices are likely to
provide a partial offset for Jordan and Morocco
through stronger export revenues.

Growth in hydrocarbon importers is forecast to
recover in 2027-28, supported by lower energy
prices and recoveries in shipping, tourism, and
remittances. Waning inflationary pressures will
lead to monetary policy easing, which should
support activity. Primary surpluses are projected to
widen with fiscal consolidation efforts, notably in
the Arab Republic of Egypt, Pakistan, and
Tunisia. However, job creation will likely remain
subdued over the forecast horizon, partly reflecting
weak labor market conditions and structural
rigidities, with limited female labor force
participation.

The outlook for economies in FCS in the region
remains subdued and highly uncertain. The
conflict is projected to weigh on activity,

FIGURE 2.6 MNA: Outlook

A sharp decline in activity among hydrocarbon exporters in the Middle
East this year will be accompanied by rising inflation due to higher food
prices and shipping costs. This should be followed by a rebound in growth
over 2027-28, assuming the effects of the conflict wane. Higher
hydrocarbon prices in 2026 are projected to benefit hydrocarbon exporters
in North Africa, with improvements in their fiscal and current account
positions. Growth in hydrocarbon importers is also expected to slow in
2026 amid higher energy prices, disruptions to shipping and tourism, and
weaker remittances, before strengthening in 2027-28 alongside easing
inflationary pressures.
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Source: World Bank.
Note: e = estimate; f = forecast. MNA = Middle East, North Africa, Afghanistan, and Pakistan.
Forecasts for 2027-28 are shown as averages over the two years.

A. Aggregates are calculated as weighted averages, using GDP at average 2010-19 prices and
market exchange rates as weights. Diamonds for January 2026 refer to rates computed with data in
the January 2026 edition of the Global Economic Prospects report.

B. Aggregates are calculated as weighted geometric averages, using nominal GDP in U.S. dollars as
weights.

C.D. Aggregates are calculated as weighted averages, using nominal GDP in U.S. dollars as weights.

particularly exports and tourism, and worsen food
insecurity in Lebanon and the Syrian Arab
Republic. A recovery in West Bank and Gaza will
depend on the continuation of the ceasefire, while
growth in Afghanistan hinges on improved
absorption of returnees into the labor market
(World Bank 2026k). In the Republic of Yemen,
growth is forecast to remain subdued, reflecting
persistent domestic unrest, institutional
fragmentation, and the impacts of the conflict in
the Middle East, including higher energy and
food prices and worsened food insecurity (World
Bank 202061).


https://thedocs.worldbank.org/en/doc/2b672b3b0415d6b66c45b66579db4ef5-0050012026/related/GEP-June-2026-Chapter2-MNA.xlsx
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TABLE 2.7 Middle East, North Africa, Afghanistan, and Pakistan forecast summary Percentage-point

differences from January

(Real GDP growth at market prices in percent, unless indicated otherwise) 2026 projections

EMDE MNA, GDP* 2.0 2.9 4.0 1.6 5.0 4.0 -2.7 0.7

GDP per capita (U.S. dollars) 0.1 1.1 2.3 0.0 3.4 2.4 -2.6 0.7
(Average including economies that report expenditure components in national accounts) 2

EMDE MNA, GDP2 1.6 2.2 3.7 2.0 5.2 3.8 -2.1 1.2
Private consumption 5.1 5.0 4.9 4.3 4.3 4.4 0.1 0.3
Public consumption 3.1 25 3.3 2.6 3.0 2.9 -0.1 0.2
Fixed investment 1.8 4.9 2.6 3.5 4.3 5.7 2.2 -2.7
Exports, GNFS 1.0 1.4 3.5 -0.5 9.8 5.7 -7.9 2.7
Imports, GNFS 7.8 6.9 6.1 3.5 6.8 7.2 -4.1 -1.0
Net exports, contribution to growth -2.0 -1.8 -0.9 -1.4 0.8 -0.7 -1.3 1.1

Memo items: GDP

Hydrocarbon exporters 3 1.9 2.9 4.0 0.7 5.5 3.9 -3.8 1.1
GCC+* 1.4 3.3 4.5 1.3 5.2 4.0 -3.1 0.6
Non-GCC>* 3.5 1.2 2.0 -1.6 6.8 3.5 -6.4 3.2

Hydrocarbon importers & 2.2 3.0 3.9 3.7 3.9 4.1 -0.2 -0.2

Source: World Bank.

Note: e = estimate; f = forecast. EMDE = emerging market and developing economy; GCC = Gulf Cooperation Council; GNFS = goods and non-factor services; MNA = Middle East, North
Africa, Afghanistan, and Pakistan. World Bank forecasts are frequently updated based on new information and changing global circumstances. Consequently, projections presented here
may differ from those in other World Bank documents, even if basic assessments of countries’ prospects do not differ at any given moment in time.

1. GDP and expenditure components are measured in average 2010-19 prices and market exchange rates. Excludes the Islamic Republic of Iran, Lebanon, the Syrian Arab Republic, and
the Republic of Yemen because of the high degree of uncertainty. Aggregated growth rates based on data in the January 2026 edition of the Global Economic Prospects report are
recomputed by excluding data for the Islamic Republic of Iran and therefore do not necessarily match those reported in the January 2026 publication.

2. Aggregate includes all economies in notes 3 and 6 except Jordan, Qatar, and the United Arab Emirates.

3. Algeria, Bahrain, Irag, Kuwait, Libya, Oman, Qatar, Saudi Arabia, and the United Arab Emirates.

4. Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the United Arab Emirates.

5. Algeria, Iraq, and Libya.

6. Afghanistan, Djibouti, the Arab Republic of Egypt, Jordan, Morocco, Pakistan, Tunisia, and West Bank and Gaza.


https://thedocs.worldbank.org/en/doc/2b672b3b0415d6b66c45b66579db4ef5-0050012026/related/GEP-Jun-2026-Chapter-2-MNA-data.xlsx
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TABLE 2.8 Middle East, North Africa, Afghanistan, and Pakistan economy forecasts

(Real GDP growth at market prices in percent, unless indicated otherwise)

Percentage-point differences
from January 2026 projections

Calendar-year basis

Algeria 41 3.7 3.8 3.7 3.1 3.1 0.2 -0.2
Bahrain 3.9 2.9 3.5 1.3 2.8 3.1 -1.8 -0.1
Djibouti 6.8 7.0 6.5 5.9 6.3 6.5 -0.2 0.3
Iraq’ 0.5 -1.5 2.2 -8.9 12.2 3.5 -15.4 8.4
Jordan 3.1 2.6 2.8 2.7 2.9 3.0 -0.1 0.1
Kuwait -1.6 -1.5 2.6 -6.4 13.5 2.8 -9.0 11.0
Lebanon? -0.5 -5.2 4.2 . . . . .
Libya 10.2 1.9 13.4 4.5 4.0 6.0 1.0 0.1
Morocco 3.7 3.8 4.7 4.2 4.0 4.3 -0.2 -0.4
Oman 1.2 1.7 2.6 2.4 3.0 3.4 -1.2 -1.0
Qatar 1.2 3.0 3.0 -5.7 5.7 6.4 -11.0 -1.1
Saudi Arabia 0.5 2.6 4.5 3.1 4.9 3.7 -1.2 0.5
Syrian Arab Republic23 0.3 0.9 2.0 . . . . .
Tunisia 0.2 1.6 2.5 2.5 2.3 2.3 0.0 0.1
United Arab Emirates 4.3 6.6 6.2 2.4 4.1 4.2 -2.6 -1.0
West Bank and Gaza -1.0 -22.9 4.1 4.5 11.3 9.1 -0.6 -0.3
Yemen, Rep. 2 -2.0 -1.5 -1.5 -0.5 1.6 -0.5

Fiscal-year basis *
Afghanistan 2.3 1.9 4.8 4.0 3.9 3.8 0.2 0.4
Iran, Islamic Rep. 2 5.3 3.7 -2.8
Egypt, Arab Rep. 3.8 2.4 4.4 4.6 4.0 4.6 0.3 -0.8
Pakistan -0.2 2.6 3.1 3.0 3.2 3.7 0.0 -0.2

Source: World Bank.

Note: 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 in other World Bank documents, even if basic assessments of economies’ prospects do not significantly differ at any given moment in time.
1. Data are reported on a factor cost basis.
2. Forecasts for the Islamic Republic of Iran (beyond FY2025/26), Lebanon (beyond 2025), the Syrian Arab Republic (beyond 2025), and the Republic of Yemen (beyond 2027) are excluded

because of a high degree of uncertainty.

3. Growth estimate for 2025 ranges between 2.0 and 4.0 percent.

4. Fiscal year runs from March 21 to March 20 in Afghanistan and the Islamic Republic of Iran; and from July 1 to June 30 in the Arab Republic of Egypt and Pakistan.


https://thedocs.worldbank.org/en/doc/2b672b3b0415d6b66c45b66579db4ef5-0050012026/related/GEP-Jun-2026-Chapter-2-MNA-data.xlsx

GLOBAL ECONOMIC PROSPECTS | JUNE 2026

CHAPTER 2

81

References

ACLED (database). Armed Conflict Location &
Event Data Project. Accessed on May 29, 2026.
https://acleddata.com/conflict-data/data-export-
tool.

CDC (Centers for Disease Control and
Prevention). 2026. Ebola Outbreaks. Atlanta, GA:
CDC. https://cdc.gov/ebola/outbreaks/
index.html. Accessed on May 29, 2026.

Chrimes, T., M. A. Kose, and K. Stamm. 2026.
The Global Jobs Challenge. Washington, DC:
World Bank.

da Silva, F. A., R. V. R. Anderle, G. Barreix Sibils,
L. de O. F. de Sales, D. Pena, C. Monti, et al.
2026. “Impact of Two Decades of Humanitarian
and Development Assistance and the Projected
Mortality Consequences of Current Defunding to
2030: Retrospective Evaluation and Forecasting
Analysis.” The Lancet Global Health, published
online February 2. https://thelancet.com/journals/
langlo/article/P11S2214-109X(26)00008-2/
fulltext.

EM-DAT (Emergency Events Database) EM-
DAT: The International Disaster Database.
Centre for Research on the Epidemiology of
Disasters (CRED), UCLouvain, Brussels.
Accessed on June 2, 2026. https://emdat.be.

EBRD (European Bank for Reconstruction and
Development). 2026. Regional Economic Update in
the EBRD Regions: Potential Economic Impact of the
Conflict in the Middle East. March. London:
European Bank for Reconstruction and
Development.

FAO, IFAD, UNICEF, WFP, and WHO. 2025.
The State of Food Security and Nutrition in the
World 2025: Addressing High Food Price
Inflation for Food Security and Nutrition. Rome:

Food and Agriculture Organization of the United
Nations. https://doi.org/10.4060/cd6008en.

FAO (Food and Agriculture Organization of the
United Nations) 2026. “Crop Prospects and Food
Situation—Countries requiring external assistance

for food, March 2026. Rome: FAO Global
Information and Early Warning System

(GIEWS).” https://fao.org/giews/country-analysis/

external-assistance/en/.

FAO (Food and Agriculture Organization of the
United Nations). 2025. FAOSTAT (database).
Accessed on April 27, 2026. https://fao.org/
faostat/en/#data/RL.

Fitzgerald, D., S. Haller, and Y. Yedid-Levi. 2024.
“How Exporters Grow.” The Review of Economic

Studies 91 (4): 2276-306.

Gaulier, G., and S. Zignago. 2010. “BACI:
International Trade Database at the Product-
Level. The 1994-2007 Version.” CEPII Working
Paper 2010-23, Centre d’Etudes Prospectives et
d'Informations Internationales, Paris.

Global Trade Alert. 2026. “Chokepoint: Tracking
Trade Policy Responses to the Hormuz Crisis.”
https://globaltradealert.org/reports/chokepoint-
tracking-the-hormuz-oil-shock.

IEA (International Energy Agency). 2025. Global
Critical Minerals Outlook 2025. Paris:
International Energy Agency. https://iea.org/
reports/global-critical-minerals-outlook-2025.

Kohn, D., E. Luttini, M. Szkup, and S. Zhang.
2024. “International Trade Finance and Learning
Dynamics.” Working Paper 1031, Banco Central
de Chile, Santiago.

Kose, M. A, S. Kurlat, F. Ohnsorge, and N.
Sugawara. 2022. “A Cross-Country Database of
Fiscal Space.” Journal of International Money and
Finance 128 (November): 102682.

Leepipatpiboon, P., C. Castrovillari, and T.
Mineyama. 2023. “Macroeconomic Shocks and
Conflict.” IMF Working Paper 23/68,
International Monetary Fund, Washington, DC.

Loungani, P., E. Luttini, and H. Pallan. 2025.
“Buffering Recessions: Labor Market Asymmetries
and the Role of Self-Employment.” Policy
Research Working Paper 11089, World Bank,
Washington, DC.

Misra, A., J. Wang, S. McCullers, K. White, and
J. L. Ferres. 2025. “Measuring Al Diffusion: A
Population-Normalized Metric for Tracking
Global Al Usage.” https://arxiv.org/
abs/2511.02781.



82

CHAPTER 2

GLOBAL ECONOMIC PROSPECTS | JUNE 2026

OECD (Organisation for Economic Co-operation
and Development). 2025. “Cuts in Official
Development Assistance: OECD Projections for
2025 and the Near Term.” OECD Policy Brief,
Organisation for Economic Co-operation and
Development, Paris.

UNCTAD (United Nations Conference on Trade
and Development). 2025. Trade in Critical
Minerals Shapes the Energy Transition and Digital
Transformation. UNCTAD SDG Pulse. Geneva:
United Nations. Published June 26, 2025. https://
sdgpulse.unctad.org/critical-minerals/index.htm .

UNU-CPR (United Nations University Centre
for Policy Research). 2025. Climate Change, Food
Insecurity and Conflict. New York: United Nations
University. Published November 21, 2025.
hetps://unu.edu/cpr/report/climate-change-food-
insecurity-and-conflict .

World Bank. 2025a. Jobs in A Changing Climate:
Insights from World Bank Group Country Climate
and Development Reports Covering 93 Economies.

November. Washington, DC: World Bank.

World Bank. 2025b. Africa’s Pulse: Pathways to Job
Creation in Africa. October. Washington, DC:
World Bank.

World Bank. 2026a. Commodity Markets Outlook.
April. Washington, DC: World Bank.

World Bank. 2026b. East Asia and Pacific
Economic Update: Industrial Policy in the Digital
Age. April. Washington, DC: World Bank.

World Bank. 2026¢. Africa Economic Update:
Making Industrial Policy Work in Africa. April.
Washington, DC: World Bank.

World Bank. 2026d. Global Economic Prospects.
January. Washington, DC: World Bank.

World Bank. 2026e. Pacific Economic Update: The
Pacific Jobs Pathway. May. Washington, DC:
World Bank.

World Bank. 2026f. Europe and Central Asia:
Industrial Policy. April. Washington, DC: World
Bank.

World Bank. 2026g. Latin America and the
Caribbean Economic Update: Revisiting Industrial
Policy—Strategic Options for Today. April.
Washington, DC: World Bank.

World Bank. 2026h. Economic Update on the West
Bank and Gaza. May. Washington, DC: World
Bank.

World Bank. 2026i. Challenges of Conflict and
Industrial Policy for Development. Middle East,

North Africa, Afghanistan & Pakistan Economic
Update. April. Washington, DC: World Bank.

World Bank. 2026j. Djibouti Economic Monitor:
Labor Market Structure and the School-to-Work
Transition. Spring. Washington, DC: World
Bank.

World Bank. 2026k. Afghanistan Development
Update: The Private Sector in Afghanistan—
Resilient but Constrained. May. Washington, DC:
World Bank.

World Bank. 2026l. Yemen Economic Monitor:
Pushing against the Tide. Spring. Washington,
DC: World Bank.

World Bank. 2026m. South Asia Development
Update: Working with Industrial Policy. April.
Washington, DC: World Bank.

World Bank. 2026n. India Development Update.
April. Washington, DC: World Bank.

World Bank. 20260. Bangladesh Development
Update: Special Focus—A Business Environment
that Delivers Jobs. April. Washington, DC: World
Bank.

World Bank. 2026p. Nepal Development Update:
Growth under Pressure—Navigating Domestic and
Global Shocks. April. Washington, DC: World
Bank.

World Bank. 2026q. Bhutan Development Update:
Special Focus— Transforming Bhutan’s Agrifood
System for More and Better Jobs. Spring,.
Washington, DC: World Bank.

World Bank. 2026r. Sri Lanka Development
Update: Weathering the Storm. May. Washington,
DC: World Bank.



GLOBAL ECONOMIC PROSPECTS | JUNE 2026

CHAPTER 2

83

World Bank. 2026s. Quarterly food and nutrition
security update. Issue 121 (March). Washington,
DC: World Bank Group.

World Food Security Outlook (database).
Accessed on May 12, 2026. World Bank. https://
microdata.worldbank.org/catalog/6103.

WHO (World Health Organization). 2026. Ebola
disease caused by Bundibugyo virus, Democratic
Republic of the Congo & Uganda. Disease
Outbreak News, May 29, 2026. Geneva: WHO.
https://who.int/emergencies/disease-outbreak-
news/item/2026-DONG05.



	Summary of Contents
	Contents
	Executive Summary
	Ch. 1 Global Outlook
	Box 1.1 How much will AI affect global growth?
	Box 1.2 Unlocking private investment
	Ch. 2 Regional Outlooks
	Box 2.1 Low-income countries: Recent developments and outlook
	 -- East Asia and Pacific
	 -- Latin America and

the Caribbean
	 -- Europe and Central Asia
	Middle East, North Africa,

 -- Afghanistan, and Pakistan
	 -- South Asia
	 -- Sub-Saharan Africa
	Ch. 3 A Rising Challenge:  
Sovereign Debt Levels and Interest Rates in EMDEs
	Box 3.1 The costs of hidden debt
	Ch. 4 Navigating Volatility: Fiscal Policy and Commodity Price Swings
	Statistical Annex



