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The GDP growth estimate for the Bank›s region of operations is revised upwards to 4.2% y-o-y.
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Summary 5

SUMMARY

The global economy is entering a slowdown phase. Despite the end of the period 
of high interest rates, structural factors will constrain economic gains. Lower productivity 
growth rates, weakening foreign trade as a driver of economic growth, increasing 
fragmentation and unfavourable demographic trends will be the key reasons slowing 
down global economic activity. We forecast the US economy to slow its growth to 1.6% 
in 2025, the Eurozone economy to  recover to around 1.1%, and China’s economy 
to accelerate to 5% on the back of a stimulative fiscal policy and lower interest rates. 
Inflation in advanced economies has slowed, but price growth will remain elevated 
due to rising costs caused by the fragmentation of the global economy and continued 
pressure from a tight labour market. Leading central banks have begun a cycle of rate 
cuts, but risks of accelerating inflation remain high. This will make regulators cautious 
about cutting rates, which will remain above the average levels of the past decade.

The EDB region’s GDP growth of  4.2% in  2024 will be the highest since 2012, 
excluding the period of recovery from the coronavirus pandemic. We have raised our 
2024 economic growth forecast for the region by 0.8 p.p., and it is ahead of the global 
rate (3.2%). Expanding domestic demand, supported by the countries’ stimulative fiscal 
policy, together with improving export opportunities have fuelled strong growth in the 
region’s economies. We expect GDP growth in 2024 to be: 6.0% in Armenia, 4.3% 
in Belarus, 4.5% in Kazakhstan, 9.4% in Kyrgyzstan, 4.1% in Russia and 8.4% in Tajikistan.

In 2025, the region’s economy will grow by 2.9%. Domestic sources of growth 
will remain the key drivers of economic gains. Kazakhstan’s economic growth rate 
will steadily increase to 5.5% due to the launch of a new investment cycle. Budget 
stimulus will support domestic demand growth in Russia, where the economy will 
expand by 2.4% YoY. Growing demand from Russia and strong consumer activity 
will create conditions for  Belarus’ economy to  expand by  2.6%. High growth 
rates will continue in Armenia (5.5%), Kyrgyzstan (8.7%) and Tajikistan (8.4%) due 
to investment projects and increased exports.

Inflation in the EDB region will be around 6.4% for 2025. The inflation picture 
across countries remains mixed: in Armenia, and Tajikistan price growth is below 
the target ranges, in the Kyrgyz Republic in May-October 2024 it was below target, 
while in Belarus it remains within the target corridor, and in Russia and Kazakhstan 
it  remains above target. We forecast a gradual movement of  inflation towards 
the target levels in  2025. Against the background of  continuing high interest 
rates, inflation will start to slow down to 6.5% in Russia and 7.3% in Kazakhstan. In 
Armenia, inflation will rise towards the boundaries of the target range at 3.1%. Price 
growth in Tajikistan will return to the target range and in the Kyrgyz Republic it will 
stabilise within its boundaries. At the end of 2025, inflation in Kyrgyzstan will reach 
5.0%, while in Tajikistan it will reach 5.8%. Price growth in Belarus will moderately 
accelerate to 6.6%.

https://eabr.org/analytics/ceg-quarterly-reviews/makroekonomicheskiy-prognoz-eabr-2024-2026-June/
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EDB MEMBER STATES

	↓ Table 1. EDB Forecasts. Main macroeconomic indicators of the Bank’s member states (baseline scenario)
% growth year on year unless otherwise stated 

Indicator 2023 2024 F 2025 F 2026 F 2027 F

Republic of Armenia

GDP in constant prices 8.3 6.0 5.5 5.3 5.0

Inflation (at the end of the period) –0.6 1.8 3.1 3.0 2.5

IBL rate (the year’s average), % 10.4 8.3 7.0 6.8 6.0

Armenian dram to U.S. dollar exchange rate 
(the year’s average) 393 392 402 405 407

Republic of Belarus

GDP in constant prices 3.9 4.3 2.6 1.9 1.5

Inflation (at the end of the period) 5.8 5.9 6.6 7.9 7.4

Refinancing rate (the year’s average), % 9.5 9.5 9.5 9.5 9.5

Belarusian rouble to U.S. dollar exchange rate 
(the year’s average) 3.00 3.25 3.38 3.57 3.81

Republic of Kazakhstan

GDP in constant prices 5.1 4.5 5.5 5.5 5.5

Inflation (at the end of the period) 9.8 8.5 7.3 5.6 5.1

TONIA rate (the year’s average), % 16.4 14.0 12.3 9.5 8.0

Kazakhstan’s tenge to U.S. dollar exchange rate 
(the year’s average) 456.3 466 486 492 503

Kyrgyz Republic

GDP in constant prices 9.0 9.4 8.7 6.4 5.6

Inflation (at the end of the period) 7.3 5.6 5.0 5.5 6.3

7-day Repo rate (the year’s average), % 11.4 7.6 5.2 7.1 9.0

Kyrgyzstan’s som to U.S. dollar exchange rate 
(the year’s average) 87.9 87.1 87.4 89.7 93.1

Russian Federation

GDP in constant prices 3.6 4.1 2.4 1.7 1.5

Inflation (at the end of the period) 7.4 8.5 6.5 5.6 4.5

Key rate (the year’s average), % 9.9 17.5 21.1 15.5 11.5

Russian rouble to U.S. dollar exchange rate 
(the year’s average) 85.2 92.5 104 106 109

Republic of Tajikistan

GDP in constant prices 8.3 8.4 8.4 8.0 7.4

Inflation (at the end of the period) 3.9 3.9 5.9 6.7 6.8

Refinancing rate (the year’s average), % 10.5 9.2 9.2 9.9 10.6

Tajikistan’s somoni to U.S. dollar exchange rate 
(the year’s average) 10.8 10.8 11.0 11.5 12.1

Note: here and in the rest of the tables F = forecast 
Sources: national agencies of EDB member states, EDB analysts’ calculations.
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FROM THE CHIEF ECONOMIST

WORLD ECONOMY: CURRENT SITUATION, FORECASTS 
AND IMPACT ON THE EDB REGION OF OPERATIONS

The growth rate of the global economy will slow down, as evidenced by leading 
indicators. The Global Composite PMI fell to 52 p. in September, its lowest level 
for eight months, albeit recovering slightly in October to 52.3 p. The Conference 
Board Leading Economic Index for  the US as  well as  that for  the Eurozone are 
also steadily declining, having reached their lowest levels in eight and ten years, 
respectively.

Leading central banks are cutting interest rates amid slowing inflation and risks of a 
significant weakening of economic activity. The cycle of rate cuts will continue in 2025, 
but regulators will be cautious about easing monetary policy as risks of accelerating 
inflation persist. In the US and the Eurozone, interest rates in 2025–2027 will remain 
above the 2010–2019 averages. Nevertheless, central bank policies will have a positive 
impact on economic growth.

Structural factors linked to the increasing fragmentation of the global economy, 
demographic processes and  changes in  people’s preferences (both in  terms 
of consumption patterns and labour supply) also have a negative impact on the 
growth rate of the global economy.

Box 1. Structural factors of the global economic slowdown

The slowdown in productivity growth against the background of increasing 
labour remuneration (Figure 1) restrains economic growth. The coronavirus 
pandemic had a notable negative impact on productivity. During that period, 
companies raised wages despite production cuts in order to retain staff, even at 
the expense of investment and innovation spending. 

The efficiency of labour resource allocation is decreasing. This is explained, 
among other factors, by  demographic processes: an ageing population 
and decreasing labour supply (EDB, 2024c). We also observe a shift of labour 
resources to low-productivity sectors of the economy, such as trade, tourism 
and hospitality, catering and others. In the US, the service sector has accounted 
for 90 per cent of employment growth over the past three years, with medical 
and social services, hospitality and government services accounting for more 
than 60 per cent. At the same time, industrial production accounted for only 
5% of employment growth. In the EU, industrial employment fell by 2.6%, or 
0.9 million jobs, over 2019–2023, with total employment growth of more than 1%.

https://www.conference-board.org/topics/us-leading-indicators/press/us-lei-jan-2023-revision
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Labour productivity growth rates are also declining in emerging economies 
(Figure  2). However, their growth remains markedly more pronounced than 
in developed economies, as demographic trends and changing consumption 
patterns (in favour of  the services sector) have not yet fully developed. This 
creates a window of opportunity for accelerated industrialisation in a number 
of countries, including Central Asian countries in the EDB region.

	↓ Figure 1: Productivity and labour costs (2017Q1 = 100)
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	↓ Figure 2: Labour productivity growth, average % for the period
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	↓ Figure 3: Growth of world trade and world GDP, %
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Source: IMF.

Despite the influence of common structural factors, the performance of the world’s 
economies will be mixed.

The US economy has maintained high growth rates in 2024 (Table 2). According 
to our estimates, GDP will grow by 2.8% this year (growth in 2023 was 2.9%). The 
main driver of economic growth is consumer spending, supported by rising wages 
against the backdrop of an overheated labour market. However, signs of a slowdown 
in economic activity are already appearing, and this could affect growth rates as early 
as next year. Industrial production has been in decline since mid-2024 (minus 0.3% YoY 
in October). The leading indicators are not encouraging: the PMI for industry has been 
in the negative zone since March, falling to 46.5 p. in October — the lowest for this 
year. The GDP performance also suggests that the economy is gradually cooling: after 
peaking at 3% YoY in Q2, growth slowed to 2.4% YoY in Q3, and we expect the trend 
to continue until the end of the year. 

We forecast a  further slowdown of  the US economy to  1.6% in 2025 (Table 2). 
Consumer spending will decline, as evidenced by a drop in the consumer confidence 
index, primarily due to a worsening assessment of the current state of the economy. 
Public debt service costs have increased significantly (to 3.2% of GDP in this fiscal 
year), and  it is logical to expect a  reduction in  the fiscal stimulus to stabilise the 
budget deficit, which could have a negative impact on economic development.

The Eurozone economy has maintained low growth rates (Table 2). According to our 
estimates, GDP will grow by 0.7% this year. The services sector remains the growth 
driver: the PMI remains firmly above the neutral level, reaching 51.6 p. in October 2024. 

https://www.ismworld.org/supply-management-news-and-reports/reports/ism-report-on-business/pmi/october/
https://www.conference-board.org/topics/consumer-confidence
https://www.conference-board.org/topics/consumer-confidence
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Industrial production has been steadily contracting throughout 2024. In September, 
its decline was 2.8% YoY. Industrial PMI remains well below the neutral level of mid-
2022, coming in at 45.2 p. in November 2024.

Germany, the most industrialised economy in the Eurozone, has failed to achieve 
positive GDP growth for the fifth consecutive quarter. Labour costs are outpacing 
productivity growth, and this is one of the main reasons for the low growth of industry 
and the Eurozone economy as a whole. The drop in the efficiency of energy-intensive 
industries against the background of  high energy prices has led to  a reduction 
in output and, often, to the closure of some enterprises (examples: chemicals producer 
BASF in Germany and zinc producer Nurstar in the Netherlands). As these companies 
have higher productivity levels than the average for the economy, the fall in their 
output has also markedly reduced the overall performance of the Eurozone (ABN-
Ambro, 2024). At the same time, however, the increase in wages and salaries against 
the backdrop of falling interest rates has contributed to an improvement in consumer 
sentiment and a return to growth in  retail consumption. This is confirmed by the 
gradual recovery of economic activity. The GDP growth rate reached 0.9% YoY in Q3 
after 0.6% YoY in Q2 and 0.5% YoY in Q1. 

The recovery of  economic activity in  the Eurozone will continue (Table 2). We 
forecast GDP growth of 1.1% in 2025. The gradual reduction of interest rates will create 
conditions for the expansion of consumer demand. In addition, lower energy prices 
will be a positive factor for  industrial recovery and will give impetus to economic 
growth in the Eurozone.

Large emerging economies are showing a strong performance. In particular, India’s 
GDP grew by 6.7% YoY in Q2 2024 after 7.8% YoY growth in Q1. At the same time, 
leading indicators show a further expansion of business activity in India: the aggregate 
PMI in November totalled 59.5 p., which is close to the historical highs over the last 
14 years. The country’s economic growth is benefiting from the ongoing realignment 
of international trade flows as well as domestic structural reforms. In Brazil, another 
major emerging economy, GDP growth accelerated to 3.3% YoY in Q2 after 2.5% YoY 
in Q1 on the back of a key rate cut at the start of the year. The fact that economic 
activity continues to grow is evidenced by the services and manufacturing PMIs, which 
have been consistently above neutral since the start of  the year. In addition, the 
leading composite indicator has been growing steadily since March 2023, indicating 
an expansion of economic activity. 

The Chinese economy has slowed down somewhat, but maintains impressive 
growth rates (Table 2). The country’s GDP grew by 4.6% YoY in Q3 2024 — after 
4.7% YoY in Q2 and 5.3% YoY in Q1. The composite PMI stood at 51.9 p. in October, up 
for the first time in six months. Nevertheless, risks of a slowdown in growth this year 
remain. Weak consumer demand and structural problems in the construction sector 
are still holding back the economy, preventing it from crossing the 5% threshold. Retail 
sales growth has lagged behind economic growth for most of 2024. This trend was 

https://ec.europa.eu/eurostat/databrowser/view/teiis080/default/table?lang=en&category=t_sts.t_sts_ind.t_sts_ind_prod
https://tradingeconomics.com/germany/gdp-growth-annual
https://tradingeconomics.com/euro-area/retail-sales-annual
https://ec.europa.eu/eurostat/databrowser/view/teina011/default/table?lang=en&category=t_na10.t_namq_10.t_namq_10_ma
https://www.pmi.spglobal.com/Public/Home/PressRelease/b0aea1413cd64e3db0091482e880ea83
https://www.pmi.spglobal.com/Public/Home/PressRelease/8fb3329fbb4f400c8ff4d54ca1a72d01
https://ru.tradingeconomics.com/brazil/composite-leading-indicator
https://tradingeconomics.com/china/gdp-growth-annual
https://tradingeconomics.com/china/composite-pmi
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interrupted only in October, when retail sales rose by 4.8% YoY under the influence 
of  the authorities’ stimulus policy. At the same time, the consumer confidence 
indicator is not only below the neutral level (100 p.), but also continues to decline, 
coming close to its historical minimum level (November 2022, 85.5 p.). Low demand is 
also affecting the construction sector, with construction output declining since 2022. 
The high debt burden of the construction sector amid declining new home prices 
remains an unresolved problem for the Chinese economy. We estimate that China’s 
GDP will grow by 4.8% in 2024.

China’s economy is still driven by exports. Therefore, a shift in economic policy 
towards domestic consumption will require structural reforms, which could have 
a dampening effect on growth in the medium term. The severity of the challenges 
facing China’s economy is evidenced by the decline in foreign direct investment (FDI) 
inflows into the country to an all-time low (see Figure 4).

	↓ Figure 4: China: gross FDI inflows
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Against the backdrop of risks of economic slowdown, the Chinese authorities have 
taken a number of stimulus measures. The People’s Bank of China cut interest rates 
in September 2024, and the Ministry of Finance has prepared a plan for additional 
budget spending, which should amount to about 10 trillion yuan ($1.4 trillion), for the 
next few years. This will have a positive impact on economic activity — in  terms 
of both new investment and consumption. We expect Chinese growth to accelerate, 
but the main economic impact is likely to come next year. We forecast GDP growth 
of 5% in 2025. 

Inflation has slowed down significantly in developed countries, but it is premature 
to talk about defeating it. In the US, the growth rate of consumer prices decreased 
to 2.6% YoY in October 2024, largely due to the decline in energy prices (by 4.9% YoY). 

https://tradingeconomics.com/china/retail-sales-annual
https://tradingeconomics.com/china/consumer-confidence
https://tradingeconomics.com/china/property-investment
https://www.reuters.com/world/china/eyeing-us-election-china-considers-over-14-trillion-extra-debt-over-next-few-2024-10-29/
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At the same time, growth in prices for services remains high. Core inflation1 is falling 
more slowly and erratically, from 3.9% YoY in January to 3.3% YoY in October, remaining 
well above target. In the Eurozone, inflation fell to 2% YoY in October 2024 after 2.8% YoY 
at the start of the year. Lower energy prices (down 4.6% YoY) and low growth in non-
energy prices (0.5% YoY) were also key drivers. However, food (2.9% YoY) and services 
(4.0% YoY) remain above 2% YoY. Meanwhile, the sustainable part of inflation, after 
a significant decline in Q1, remains at around 2.7% YoY. Continued wage increases 
and  strong labour demand in  the services sector also complicate the disinflation 
process. Thus, it is not yet possible to claim that inflation is fully under control.

On the horizon for 2025–2027, inflation in the US and the Eurozone will remain 
above the targets (Table 2). The stability of  core inflation, growth of  wages 
and producers’ costs against the background of fragmentation of the global economy 
will support higher price growth. At the same time, the risks of inflation acceleration 
in the context of declining interest rates remain high.

US and Eurozone central banks will continue the cycle of interest rate cuts. The 
expected cooling of the US economy and subdued growth in the Eurozone against the 
background of relatively low inflation create conditions for further easing of monetary 
policy. Nevertheless, the risks of inflation reversal remain, which requires a cautious 
approach on the part of regulators when cutting interest rates. We expect interest 
rates to remain above the average levels of the past decade (Table 2).

	↓ Table 2. Forecasts of the main international trade indicators (baseline scenario)

Indicator 2023 2024F 2025F 2026F 2027F

Oil price ($/bbl annual average)

Brent 83 81 75 74 73

Urals 62.8 69 67 65 65

GDP growth (%) 

U.S. 2.9 2.8 1.6 1.1 1.5

Eurozone 0.5 0.7 1.1 1.4 1.3

China 5.2 4.8 5.0 4.1 4.0

Inflation (%, the year’s average)

U.S. 4.1 2.9 2.6 2.5 2.3

Eurozone 5.5 2.4 2.3 2.3 2.1

Key interest rates (%, the year’s average)

Fed 5.0 5.2 4.2 3.4 2.8

ECB 3.9 4.0 2.9 2.5 2.5

Sources: 2023–2024. — data from IMF, World Bank, US Federal Reserve System, ECB, 2024–2026. — EDB 
analysts’ forecasts.

1	 Does not take into account changes in the prices of volatile components of the consumer basket.
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The performance of commodity prices in the baseline scenario will be mixed: 
non-energy commodity prices will grow, while oil prices will decline. Restrained 
growth of the global economy and lower interest rates in developed countries will 
contribute to the growth of metal prices. At the same time, the increase in prices 
for precious metals will be additionally supported by increased demand for reserve 
assets in  the context of  geopolitical instability. Accelerating economic activity 
in China will increase demand for non-precious metals, the basis for low-carbon 
energy. Food prices, after declining in 2023–2024, will move upwards, in particular 
due to  the negative impact of climate change on crops. Oil, unlike non-energy 
feedstocks, will be cheaper than in  2024 on the back of  global supply growth 
and the low-carbon energy transition.

As a result, the average annual prices for Brent crude oil will reach $75 per barrel 
in 2025, $74 per barrel in 2026, and $73 per barrel in 2027. For comparison: in 2024, 
oil has cost an average of $81 per barrel (Table 2).

Projected trends in the global economy and commodity markets do not pose 
significant obstacles to economic growth in the region. A moderate decline in energy 
prices will be partly offset by higher prices for export commodities such as metals 
and food, and is therefore unlikely to significantly worsen the balance of payments 
in the Bank’s member countries. In addition, the negative effect of lower commodity 
revenues may be partly offset as the export offerings of the Bank’s member countries 
become more diversified. Lower interest rates in advanced economies are gradually 
opening up access to foreign capital for the region’s economies. This has become 
noticeable compared with the past two to three years, when high rates effectively 
closed external borrowing in hard currency for emerging economies. Thus, the risks 
of currency market volatility, inflationary pressures and reduced real economic activity 
from the outside world remain subdued.

Box 2. Central Asia is a large and dynamic region

In the report “The The Economy of  Central Asia: A Fresh Perspective”, we 
focused on a  fast- growing and promising region — Central Asia. The study 
found that, from 2000 to 2021, the region’s GDP grew at an average of 6.4% YoY 
in real terms, outpacing emerging market economies (5.2% YoY) and the global 
economy (3.6% YoY).

Central Asian economies have been growing strongly over the past two 
years despite external challenges. GDP growth averaged 4.8% YoY in 2022–
2023, while emerging markets grew by  4.2%  YoY and  the global economy 
by 3.4% YoY. Over the past 24 years, the region’s total GDP has increased 10.8 
times and its share of world GDP based on PPP terms has increased 1.9 times 
(see Figure 5A).

https://eabr.org/en/analytics/special-reports/the-economy-of-central-asia-a-fresh-perspective/
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In 2024, Central Asia’s nominal GDP could exceed $500bn. According to our 
estimates, it will increase by more than 10% and reach $519bn.

The population of Central Asia has reached 80 million, growing by 3.7% since 
2021 and 1.4 times in the last 24 years. Demographic trends are fuelling the 
growth of the economies of the Central Asian states. The age distribution of the 
population suggests that the labour force will grow in the future.

The volume of accumulated foreign investments from third countries has 
increased by 4.2% over the last two years and is estimated at $223bn at the 
end of 2023. A strong performance was also noted in foreign trade turnover, 
which has increased by 34.6% since 2021.

	↓ Figure 5A. Achievements and structural changes in the region

Increase in 2000-2023 2021 2023 2024F

77 80 821.4 x Population, millions

347 469 51910.8 x GDP, $ billions

0.7 0.79 0.801.9 x Share in global GDP (PPP), %

165.5 228.9 2357.7 x Turnover of foreign trade in goods, $ billion

Note: F = forecast.

Source: Compiled by EDB analysts based on data from national agencies, ADB, IMF, CEIC.

Central Asia is a diverse region with economies that vary in size and structure. 
Kazakhstan is the largest economy, accounting for 57 per cent of total GDP. 
Uzbekistan is the most populous country in the region, with 45 per cent of Central 
Asia’s population (see Figure 5B). The three largest economies — Kazakhstan, 
Uzbekistan and Turkmenistan — account for 95% of Central Asia’s total GDP 
and are net exporters of hydrocarbons. Kyrgyzstan’s and Tajikistan’s exports are 
chiefly metals and metal ores. All countries in the region have open economies, 
with the Kyrgyz Republic being the leader in terms of  involvement in foreign 
trade.

Macroeconomic policy is becoming noticeably more balanced. One of  its 
results is a decline in inflation (in the early 2000s, price growth exceeded 20 per 
cent). In the last five years, even against the backdrop of challenges from global 
markets, inflation has averaged around 10% in the region.

The strategic role of Central Asia in the vast Eurasian space is set to grow. 
The transit position of the region’s countries and their integration into emerging

https://eabr.org/en/analytics/special-reports/the-economy-of-central-asia-a-fresh-perspective/
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international transport corridors is an opportunity to access external markets 
and increase the potential of economies.

Coordinated development of the water and energy sector, including green energy, 
offers significant opportunities. In order to unlock the region’s potential, it  is 
important for countries to overcome other challenges, such as landlockedness, 
resource dependence, a  low level of financial development, and  the impact 
of climate change.

	↓ Figure 5B. Main macroeconomic indicators of the Central Asian region
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REPUBLIC OF ARMENIA

Armenia’s GDP growth is projected at 5.5% in 2025. Inflation in 2025 will accelerate 
to 3.1% in the context of a recovery in the growth of world food prices, a reduction 
in the refinancing rate and a moderate weakening of the dram exchange rate. The 
forecast for 2025 includes the stimulative effect of the budget policy on the economy.

Current situation

In 2024, the economic growth rate has slowed down but remained strong. 
In January-October, the indicator of economic activity increased by 8.1% YoY (4.2% YoY 
in  October). The sectors of  trade (18.8%  YoY), services (5.8%  YoY) and  industry 
(11.7% YoY) made the main contributions to economic growth in the first ten months 
of this year. At the same time, the performance of industry has been weakening since 
the end of the second quarter due to the slowdown in the growth of manufacturing 
industries. Whereas at the end of Q1 they accounted for almost 40% of economic 
activity, in the period from June to October the contribution was small (0.6 p.p., or 
about 10% of economic activity2). The slowdown in industry was largely offset by an 
acceleration in the services sector in the summer months and at the beginning of the 
fourth quarter. At the same time, the growth of the manufacturing industry (6.5% YoY 
in September after 3.8% YoY in August) was mainly driven by the production of base 
metals (including gold), which increased by 3.3 times YoY in  January-September 
(2.2 times YoY in September). Accelerated growth in services was driven by financial 
activities (7.4%  YoY in  September), entertainment and  recreation (29.8%  YoY 
in September) and accommodation and food services (14.7% YoY in September). The 
persistently high growth rate of construction (15.5% YoY in January-October) was 
supported by mortgage lending (28.5% YoY in October). At the same time, domestic 
demand is actively expanding as  a result of  stable growth in  household lending 
(22.9% YoY in October) and the implementation of planned government spending 
in Q4 2024. In January-September, household consumption growth was 7.4% YoY, 
while fixed capital investment grew by 13.6% YoY, acting as the main drivers of the 
economy in the same period (GDP growth was 6.0% YoY in January-September 2024).

GDP will increase by 6.0% YoY in 2024. The forecast has been downgraded taking 
into account the revision of Q1 2024 GDP data3 and the reduced contribution of the 
precious metals processing and export sector to value added (for details see EDB 
Macroeconomic Review. October 2024. Box 2).

The foreign trade deficit decreased in January-October 2024 to $3.1bn (in January-
October 2023 it was $3.8bn). In the first ten months, exports grew 1.9 times against 

2	 EDB estimate based on data from the Statistical Committee of the Republic of Armenia.
3	 Q1 2024 GDP was revised downward in August: 6.6% YoY instead of 9.2% YoY. For more details see: https://

armstat.am/ru/?nid=157&id=1072

https://eabr.org/analytics/ceg-quarterly-reviews/makroekonomicheskiy-prognoz-eabr-2024-2026-June/
https://eabr.org/analytics/monthly-review/makroekonomicheskiy-obzor-eabr-oktyabr-2024/
https://eabr.org/analytics/monthly-review/makroekonomicheskiy-obzor-eabr-oktyabr-2024/
https://armstat.am/ru/?nid=157&id=1072
https://armstat.am/ru/?nid=157&id=1072
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the background of  increased production and export of precious metals and gold 
products. These accounted for  66% of  goods exports (growth of  6.6 times YoY 
in January-September 2024). Together with sales of mineral products, these items 
ensured a positive trend in exports. Imports in 

January-October grew by  50.8%  YoY, mainly driven by  the import of  precious 
metals for processing and subsequent export (6.1 times YoY). The shares of vehicles 
and mineral products in imports significantly decreased. Excluding trade in precious 
metals, the performance of both imports and exports in January-September was 
negative (minus 7.6% YoY and minus 10.6% YoY, respectively).

Inflation remains below the target range of the Central Bank of Armenia (4±1.5%). 
The growth rate of consumer prices stabilised at 0.6% YoY in October. Prices in the food 
segment continued to decline — food products decreased by 0.5% YoY in October after 
declining by 1.0% YoY a month earlier. In October, the growth of prices for services 
also slowed down, to 3.3% YoY after 3.6% YoY a month earlier, while the decline 
in prices in the non-food segment intensified. The disinflationary impact of global 
prices for commodities and  raw materials, lower inflationary expectations and a 
stable dram exchange rate are limiting price growth in the country. At the same time, 
the reduction of the Central Bank’s refinancing rate and the stimulative budgetary 
policy act as pro-inflationary factors in 2024. We forecast price growth at 1.8% YoY 
by the end of the year.

The Central Bank continued the cycle of refinancing rate reduction in 2024. At 
the meeting on 29 October, the rate was lowered by 0.25 p.p., to 7.25%. The decision 
was made in the context of a weak inflationary background and lower inflationary 
expectations. Since the beginning of  the monetary easing cycle in H2 2023, the 
refinancing rate has decreased by  3.5 p.p. in  total. We expect that, against the 
backdrop of weak price growth and  slowing economic activity, the rate may be 
reduced by another 0.25 p.p. in December, and that by the end of the year it will 
amount to 7.0%.

The state budget recorded a deficit of 2.1% of GDP in January-October 20244 (in the 
same period of 2023 the deficit was 0.2% of GDP). Revenues increased by 9.1% YoY, 
while expenditures increased by  16.3% YoY. And this is 44 per cent of  the current 
year’s planned deficit level of 4.8 per cent of GDP (75 per cent of planned revenues 
and 71 per cent of planned expenditures), creating room for increased public spending 
at the end of the year.

4	 Relative to GDP of the last 4 quarters.
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Forecasts
	↓ Table 3: Armenia’s main macroeconomic indicators (baseline scenario)

Indicator 2023 2024F 2025F 2026F 2027F

GDP in constant prices 
(% growth YoY) 8.3 6.0 5.5 5.3 5.0

Consumer price index 
(% growth YoY at the end of the year) –0.6 1.8 3.1 3.0 2.5

IBL rate 
(%, the year’s average) 10.4 8.3 7.0 6.8 6.0

Armenian dram to U.S. dollar exchange rate  
(the year’s average) 393 392 402 405 407

Sources: national agencies, EDB analysts’ calculations.

Economic activity and inflation

Armenia’s GDP will grow by 5.5% in 2025. Economic growth will approach a balanced 
pace (Figure 6.A) after the strong performance of the last three years (for details, see 
EDB Macroeconomic Review. October 2024. Box 2). The stimulative impact of fiscal 
policy and easing monetary conditions will support demand in 2025. In 2026 and 2027, 
economic growth will be near the long-term rates of 5.3 per cent and 5.0 per cent, 
respectively (Table 3).

On the external demand side, a positive impact on the Armenian economy is 
expected. In 2025, China’s economic growth rates will accelerate and business activity 
in the Eurozone is expected to recover. In Russia and the United States, economic 
growth will moderate, but will still remain quite high.

Relatively stable external demand for exported goods, rising international copper 
prices, as well as the recovery of positive trends in net remittances after a decline 
in 2024 will support the Armenian economy over the entire forecast horizon.

Inflation is forecasted at 3.1% YoY at the end of 2025 (Figure 6.B). We expect inflation 
to  return to  the target range (4±1.5%) as early as Q1 2025. This will be facilitated 
by: a recovery of growth in global food prices, the impact of the refinancing rate 
cut over the last one and a half years, stimulative fiscal policy and a moderate 
weakening of the dram exchange rate. In 2026–2027, inflation will slow down slightly 
after recovery in 2025 and will be near the lower boundary of the target range of the 
Central Bank of Armenia, averaging 2.8% per year. This performance will be driven 
by stability of the dram exchange rate and world food prices, as well as by the return 
of the economy to long-term growth rates.

https://eabr.org/analytics/monthly-review/makroekonomicheskiy-obzor-eabr-oktyabr-2024/
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	↓ Figure 6. Forecast economic activity and inflation in Armenia
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Source: EDB analysts’ calculations.

Monetary policy and the Armenian Dram exchange rate

The interbank lending rate will be close to the refinancing rate and will amount 
to 7.0% on average in 2025 (Figure 7.A). With inflation returning to the CBR target 
range and domestic demand gradually strengthening, we expect the refinancing 
rate cut cycle to be completed in the first half of 2025. According to our estimates, 
monetary policy will have a stimulative effect on demand over the next year. In 2026–
2027, the rate will be near 6.5%, which will correspond to inflation remaining within 
the CBR’s target range and GDP growth rates at the long-term sustainable level.

The average annual exchange rate of the Armenian dram to the dollar is projected 
at 402 in 2025 (Figure 7.B). The value of  the dram will slightly decrease in 2025. 
Gradual moderate weakening of the Armenian dram compared to the current year 
will take place against the backdrop of declining money market rates and slowing 
economic growth. In addition, the dram exchange rate will also be affected by the 
growth of imports in the context of strengthening domestic consumer and investment 
demand. Recovery of  remittances to a net inflow after a decline in 2024 as well 
as steady growth of tourism will support the national currency. In 2026–2027, the 
average annual exchange rate will be around AMD 406 per dollar.

Stimulative nature of fiscal policy in 2025. We estimate that the impact of fiscal 
policy on demand in 2025 will be stimulative, given the government’s plans to widen 
the fiscal deficit to 5.5% of GDP after 4.8% in 20245.The widening of the deficit will 
be driven by an increase in the level of expenditure by 1.1 pp. to 31.5% of GDP, while 
revenues will increase by 0.3 p.p. to 26% of GDP in 2025. The government plans 
to increase the level of capital expenditure to 6.6% of GDP in 2025 and to 7.1% of GDP 

5	  The State Budget 2025 project
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in 2026. Successful implementation of  these plans will contribute to an increase 
in overall productivity, which will have a positive impact on the economy’s potential 
growth rate in the medium term.

In 2026–2027, we project a neutral impact of fiscal policy on demand, given a smooth 
decline in spending to 29.5% of GDP in 2027 accompanied by an increase in revenues 
to 26.5% of GDP.

	↓ Figure 7. Forecast interest rate and exchange rate of the Armenian dram
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Risks
The likelihood of a sharp capital and labour outflow and associated economic losses 
(see EDB Macroeconomic Outlook 2023–2025 for details) becomes a low-probability 
risk for the Armenian economy. The outflow process is likely to be spread over time 
and its impact will be gradual, so the economy should have time to adapt to the new 
conditions.

Deterioration of  the geopolitical situation in  the region. This increases the 
uncertainty of forecasts of key macroeconomic indicators. If unfavourable scenarios 
materialise, pro-inflationary risks, risks of weakening external demand and the country 
risk premium will increase.

https://eabr.org/analytics/monthly-review/makroekonomicheskiy-prognoz-eabr-2023-2025/
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REPUBLIC OF BELARUS

The economy will expand by  2.6% in  2025 on the back of  increased consumer 
activity and demand from Russia. As a consequence of expanding domestic demand 
and weakening price regulation, inflation will rise from 5.9% in 2024 to 6.6% in 2025. 
In the baseline scenario, we expect the refinancing rate to remain close to the current 
level (9.5%) over the entire forecast horizon.

Current situation

Belarus’ GDP growth will amount to 4.3% in 2024. The expansion of domestic demand 
and growth of exports to Russia have been the factors behind the increase in output. 
In the first ten months of the current year, the country’s GDP grew by 4.2% YoY. The 
expansion of lending and measures taken by the authorities to stimulate investment 
have had a significant impact on economic activity. The growth estimate for the 
current year has been raised by  1 p.p. compared with the previous forecast (EDB, 
2024b), and the main reason for the revision was the continued strong demand from 
the main trading partner — Russia. 

In terms of sectors, there has been an increase in output across all the key ones, but 
industrial production is still the main driver of economic growth. The industrial sector 
grew by 6.2% YoY in January-October 2024, and its contribution to GDP growth reached 
1.6 p.p. Almost 90% of the total industrial growth is the contribution of manufacturing 
industries, whose output increased by 6.3% YoY. The key factor of this performance 
was high demand from Russia. A significant contribution to GDP growth (about 0.9 p.p. 
in January-October 2024) was provided by the expansion of wholesale and retail trade, 
up 11.8% YoY and 4.6% YoY, respectively. 0.4 p.p. of GDP growth came from the 9.1% YoY 
increase in construction value added. The 3.2% YoY increase in agricultural production, 
mainly due to  livestock breeding, contributed another 0.2 p.p. to GDP growth. The 
emerging recovery in the Information & Communication sector after the downturn 
in 2022–2023 is also a positive signal. The emergence of new orders led to an increase 
in employment, with the sector growing by 1.2% YoY in January-October 2024.

Domestic demand has grown significantly in  the current year. The increase 
in household consumption was supported by the growth of real disposable household 
income by 9.4% YoY in January-September and the expansion of consumer lending 
by an average of 2.9% per month in January-September 2024. Investment activity 
also increased significantly (by 7.6% YoY in January-September 2024), which could 
have been facilitated, among other factors, by the introduction of tax incentives: VAT 
exemption on imports of production equipment which has no equivalent produced 
in the country, as well as components and spare parts. As a result, expenditures on 
capital investments in equipment grew by 13.4% YoY, accounting for 2/3 of the total 
investment growth. The increase in investment construction (+5.9%) also supported 
the growth of investments.

https://eabr.org/bitrix/redirect.php?event1=%D0%9C%D0%B0%D0%BA%D1%80%D0%BE%D1%8D%D0%BA%D0%BE%D0%BD%D0%BE%D0%BC%D0%B8%D1%87%D0%B5%D1%81%D0%BA%D0%B8%D0%B5%2B%D0%BF%D1%80%D0%BE%D0%B3%D0%BD%D0%BE%D0%B7%D1%8B&event2=%D0%94%D0%BE%D0%BA%D0%BB%D0%B0%D0%B4&event3=download&goto=%2Fupload%2Fiblock%2F39f%2FMakroprognoz_iyun_2024_RU.pdf
https://eabr.org/bitrix/redirect.php?event1=%D0%9C%D0%B0%D0%BA%D1%80%D0%BE%D1%8D%D0%BA%D0%BE%D0%BD%D0%BE%D0%BC%D0%B8%D1%87%D0%B5%D1%81%D0%BA%D0%B8%D0%B5%2B%D0%BF%D1%80%D0%BE%D0%B3%D0%BD%D0%BE%D0%B7%D1%8B&event2=%D0%94%D0%BE%D0%BA%D0%BB%D0%B0%D0%B4&event3=download&goto=%2Fupload%2Fiblock%2F39f%2FMakroprognoz_iyun_2024_RU.pdf


Republic of Belarus 25

Inflation remains on target. We expect consumer prices to increase by 5.9% in 2024. 
The indicator has remained at around 6% throughout the year, amounting to 5.9% YoY 
in October 2024 (5.8% YoY in December 2023). Continued price controls on almost 
the entire consumer basket, introduced at the end of 2022, are a key factor keeping 
inflation in check. Core inflation has been gradually rising over the year, reaching 
5.3% YoY in October 2024 (3.8% YoY in December 2023). An important role has been 
played by the weakening of  the Belarusian ruble exchange rate and a significant 
acceleration of inflation in Russia, which, together with rising wages, has led to higher 
costs for enterprises, and those in turn have translated into higher prices. An additional 
pro-inflationary impact was exerted by an 11% YoY increase in prices for seasonal 
fruits and vegetables in October.

Foreign trade in goods and services is no longer in surplus due to the growth 
of domestic demand. In January-September this year, the foreign trade deficit was 
$0.36bn, while in the same period last year the surplus was almost $0.53bn. The 
negative balance of trade in goods almost doubled, amounting to $2.94bn (a year 
earlier the deficit was $1.52bn) and was a factor behind the change in the foreign 
trade performance. The reason for this is the noticeably faster growth rates of imports 
(+7.6%  YoY) compared with exports (+3.1%  YoY). As before, deteriorating price 
conditions are still a factor driving the imbalance in foreign trade. Given the dominant 
share of the Russian market in exports of  industrial goods, the weakening of the 
Russian ruble against the dollar leads to a reduction in export revenues. At the same 
time, imports of goods are growing against the background of expanding domestic 
demand. The increase in  the surplus of  foreign trade in  services to  $2.58  billion 
against the background of the increase in exports of tourist and transport services 
made it possible to compensate for about 40% of the growth in the deficit of trade 
in goods.

Bank lending conditions have moderately tightened. Following the resumption 
of the National Bank’s liquidity dampening operations from January 2024, interbank 
market rates increased from 2.2% in  December 2023 to  5.5% in  January 2024 
and remained in the range of 4.5–5.8% on average throughout January-September 
this year. Reduced liquidity led to an increase in new deposit rates to 8.2% in September 
2024 after 4.9% in December 2023. As a result, rates on new BYR-denominated loans 
rose to  10.8% from 8.8%. The banks’ loan portfolio increased by 8.1% at the end 
of September 2024 compared with the beginning of the year, including in national 
currency by 15.9%.

The level of  gold and  foreign exchange reserves has noticeably increased 
and amounts to $8.93bn as of the beginning of November. The growth in reserves 
since the beginning of the year of $0.81bn was driven by a revaluation of gold in the 
portfolio of $1.16bn due to an increase in prices.
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Forecasts
	↓ Table 4: Main macroeconomic indicators of Belarus (baseline scenario)

Indicator 2023 2024F 2025F 2026F 2027F

GDP in constant prices 
(% growth YoY) 3.9 4.3 2.6 1.9 1.5

Consumer price index 
(% growth YoY at the end of the year) 5.8 5.9 6.6 7.9 7.4

Refinancing rate 
(% per annum, the year’s average) 10.1 9.5 9.5 9.5 9.5

Belarusian rouble to U.S. dollar exchange rate  
(the year’s average) 3.00 3.25 3.38 3.57 3.81

Sources: national agencies, EDB analysts’ calculations.

Economic activity and inflation

GDP will increase by 2.6% in 2025. Wage growth, taking into account both the 
planned increase in the public sector and the increase in the private sector amid 
a tight labour market, will support domestic demand. In addition, relatively loose 
monetary policy will boost demand. The growth in domestic demand will drive an 
increase in imports, which, according to our estimates, will roughly match the growth 
in exports. At the same time, exports in 2025 will maintain a positive performance 
on the back of the expected increase in demand from Russia. Export growth will be 
restricted by increased competition in the key market amid the expansion of import- 
substituting production in Russia. At the same time, the implementation of a common 
industrial policy for Belarus and Russia in terms of using measures and instruments 
of financial support of the two countries as well as increasing financial support for joint 
projects may become a  factor increasing the growth potential of  the Belarusian 
economy. In the context of high capacity utilisation, we expect capital investment 
to expand against the backdrop of a stimulative investment policy and continued 
availability of credit. Labour shortages and limited access to advanced technologies 
will hamper the expansion of the economy.

In 2026–2027, the gradual movement towards balanced growth rates will continue 
(Figure 8.A). The slowdown in GDP gains in the medium term will allow the economy 
to return to a balanced growth trajectory after a period of overheating. The expansion 
of  the economy’s potential will be constrained by  the deficit of  labour resources 
and the effect of the imposed restrictions on access to technology.

Inflation will accelerate to 6.6% in 2025. Inflationary pressures from domestic demand, 
wages and accelerating price growth in Russia are restrained by administrative price 
regulation. The passing on of accumulated costs to consumer prices will be stretched 
out over time due to the impossibility of a quick abandonment of the price regulation 
policy. We assume a gradual relaxation of price regulation in order to improve the 
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financial state of enterprises due to accumulated price costs. In addition, higher 
inflation in Russia will also have a pro-inflationary impact on the Belarusian market. 
Higher inflation will persist in 2026–2027 (Figure 8.B).

	↓ Figure 8. Forecast economic activity and inflation in Belarus
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Monetary policy and the Belarusian ruble exchange rate

Monetary conditions will remain soft in 2025. The refinancing rate of the National 
Bank may remain at 9.5%. There are no preconditions for  its decrease, given the 
forecasted acceleration of inflationary processes. At the same time, in real terms, its 
value will decrease due to higher price growth. We forecast the refinancing rate at 
the level of 9.5% throughout the forecast period (Figure 9.A).

	↓ Figure 9. Forecast refinancing rate and Belarusian ruble exchange rate

B) Belarusian Rouble to Dollar Exchange Rate

4.5

4

3.5

3

2.5

А) Refinancing Rate

20

15

10

5

0

%

21Q1	 22Q1	 23Q1	 24Q1	 25Q1	 26Q1	 27Q1 21Q1	 22Q1	 23Q1	 24Q1	 25Q1	 26Q1	 27Q1

Source: EDB analysts’ calculations.



Macroeconomic Forecasts28

The average annual exchange rate of the Belarusian ruble to the dollar is projected 
to be around 3.4 in 2025 (Figure 9.B). The foreign trade deficit may widen in 2025 
due to limited opportunities for export growth while the demand for imports persists. 
This will lead to a moderate weakening of the Belarusian ruble against the dollar. The 
exchange rate will be supported by the continued net supply of foreign exchange in the 
domestic foreign exchange market due to the sale of foreign exchange by individuals 
and non-residents. In the medium term, the downward trend in  the value of  the 
national currency will continue due to relatively low rates of potential GDP growth 
and elevated inflation.

Risks

A significant slowdown in  growth in  Russia remains a  risk for  the Belarusian 
economy. Given the high degree of  synchronisation of  business cycles of  the 
Belarusian economy with the Russian economy, a slowdown in GDP growth in Russia 
in the risk scenario will lead to a reduction in exports. Belarusia’s high concentration 
of exports to Russia limits the opportunity to redirect export flows to other countries, 
which will lead to a reduction in output. This will result in lower revenues, due to both 
the lower physical volumes of exports and the even more significant deterioration 
of the terms of trade compared with the baseline scenario. This will significantly limit 
the opportunity to support the growth of domestic demand. In order to maintain 
the competitiveness of Belarusian producers, the weakening of the Belarusian ruble 
exchange rate will be a  compulsory measure, which will create additional pro-
inflationary pressure. In the context of rising costs and declining profitability from 
export operations, strengthening price regulation will not be effective, and higher 
interest rates will be required to curb inflation. Under the risk scenario, the probability 
of stagnation in the Republic of Belarus increases significantly.

The risk of disruption of logistics chains and new serious sanctions restrictions 
against Belarus remains pertinent. The need to create new routes for the delivery 
of goods to countries outside the EAEU and to conduct foreign trade settlements 
with them will create additional costs for Belarusian companies. At the same time, 
an increase in sanctions pressure to the Russian level may lead to the loss of the 
remaining transit potential. As a consequence, the volume of foreign trade, primarily 
imports of components, will decrease, which will have a negative impact on the level 
of production and competitiveness of Belarusian enterprises.



Source: midjourney.com
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REPUBLIC OF KAZAKHSTAN

We forecast an increase in  economic growth to  5.5% in  2025, followed by  a 
steady growth trajectory in  the medium term. This becomes possible due to  the 
implementation of government initiatives aimed at developing strategically important 
infrastructure and socially significant projects. Inflation will slow down to 7.3% YoY 
by the end of 2025, which will create conditions for the continuation of the base rate 
reduction cycle.

Current situation

The economy is steadily recovering from the negative impact of  floods. GDP 
growth accelerated to 4.1% YoY in January-September after 3.2% YoY in January-
June 2024. In the second half of  2024, there has been an expansion of  activity 
in the construction sector, including due to the restoration of damage (EDB, 2024a) 
caused by floods. In the first 10 months of 2024, the key economic indicator6 grew 
by 5.3% YoY. Strong domestic demand provided the basis for growth in January-
October 2024. Thus, output in retail trade increased by 7.3% YoY, and fixed capital 
investment in the non-natural resources sector7 grew by 9.4% YoY. The growth of total 
investment (1.9% YoY in January-October 2024) was constrained by a decline in capital 
investment in the oil sector due to the completion of the upgrading of the Tengiz 
field (NBRK 2024). In Q4 2024, growth in the industrial sector is expected to slow 
down. The reason will be a decline in oil production due to scheduled maintenance 
at the Kashagan field as well as fulfilment of Kazakhstan’s OPEC+ commitments. The 
decline will be compensated by the implementation of government initiatives such 
as “Comfortable School”, “Tariff in exchange for investment”, “Accessible Internet”, 
as well as the expansion of investment activity in manufacturing industries. Therefore, 
we expect the GDP growth rate to increase to 4.5% for 2024 as a whole.

Inflation has continued to slow down in 2024. Price growth slowed to 8.5% YoY 
in October 2024, down from 9.8% YoY in December 2023. This has been facilitated 
by the moderately tight monetary policy pursued by the NBRK over the past two 
years. An additional factor in  reducing inflation has been the slowdown in price 
growth in world food markets. Thus, food inflation was 4.9% YoY in October 2024 after 
8.5% YoY in December 2023. The weakening of the tenge in the second half of 2024 
and the increase in tariffs for housing and communal services have hindered a more 
significant decline in  inflation. The effects of  the weakening tenge were reflected 
in the fact that the consumer price index for non-food products began to rise again 
from August 2024 after 16 months of steady decline, standing at 7.8% YoY at the 

6	 The calculation of the short-term economic indicator is based on changes in output indices for the basic 
sectors (agriculture, industry, construction, trade, transport and communications), which account for more 
than 60% of GDP.

7	 Excluding investments from the state budget.

https://eabr.org/upload/iblock/bc9/EDB_Review_2024_10.pdf
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end of October. As a result of tariff increases, inflation in paid services accelerated 
to 14.3% YoY in October 2024 (from 12.4% YoY in December 2023). The above factors 
will remain pertinent until the end of  2024 and  in early 2025. According to  our 
estimates, inflation at the end of 2024 will be 8.5%. 

Improvement in the current account. The current account deficit totalled $269.6 m 
in January-September 2024 ($6.4bn a year earlier). This trend is due to the $3.4bn 
expansion of the balance of goods and services surplus.

Trade surplus in 2024. Positive trade balance in January-September 2024 totalled 
$18.4bn and grew by $5.4bn YoY. The growth of the indicator was fuelled by a 5.6% YoY 
increase of exports and a 4.8% YoY decrease in imports. The key contribution to the 
increase in exports was made by sales abroad of energy resources (3.4 p.p.), chemical 
industry products (1.9 p.p.), as well as metals and metal products (1.3 p.p.). The export 
performance was restrained by the decrease in exports of foodstuffs, mainly grain 
(by 1.1 p.p.). The reduction in imports was mainly due to the fall in imports of machinery 
and equipment (by 4.5 p.p.) and mineral products (by 0.6 p.p.).

Smooth reduction of the base rate in 2024. The National Bank of  the Republic 
of Kazakhstan has followed a conservative approach in conducting monetary policy. 
In 2024, the regulator reduced the rate three times. As a result, the base rate has 
been reduced from 15.75% at the beginning of the year to 14.25%. Annual inflation 
is still above target and pro-inflationary risks remain pertinent. In particular, upward 
pressure from the external sector started to intensify again in the autumn months, 
while the growth of  tariffs for housing and communal services continues. All this 
increases the volatility of inflationary expectations of the population. In addition, the 
depreciation of the tenge exchange rate increased in the fall against the backdrop of 
increased volatility in regional financial markets. All this together required an increase 
in the base rate to 15.25% at the November meeting.

State budget deficit in 2024. The negative balance of the state budget of Kazakhstan 
in  January-September 2024 amounted to  KZT 3.0  trillion (a year earlier  — KZT 
2.2 trillion). Budget revenues grew by 5.1% YoY. The growth was due to an increase 
in non-tax revenues (by 3.7 times) and the volume of transfers from the National 
Fund (by 19.6% YoY). The increase in budget revenues was constrained by a decline 
in VAT, excise tax and corporate income tax revenues. State budget expenditures grew 
by 7.2% YoY against the backdrop of increased spending on education, social security 
and debt servicing.

Improvement of  the sovereign rating. International rating agency Moody’s has 
upgraded the long-term rating of the Republic of Kazakhstan from Baa2 to Baa1, 
with a stable outlook. The sovereign rating assigned to Kazakhstan is now the highest 
it has ever been since the Republic gained independence. Progress in reforming the 
sphere of public administration and the ongoing policy to diversify the economy 
are the key factors behind assigning the high rating. Meanwhile, Fitch Ratings has 
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affirmed Kazakhstan’s sovereign credit rating at BBB with a stable outlook, noting the 
country’s strong external buffers and financial flexibility. Both agencies emphasise the 
positive changes in the business climate and the development of the non-oil sector, 
which contributes to economic stability and investment attractiveness.

Forecasts
	↓ Table 5: Main macroeconomic indicators of the Republic of Kazakhstan (baseline scenario)

Indicator 2023 2024F 2025F 2026F 2027F

GDP in constant prices 
(% growth YoY) 5.1 4.5 5.5 5.5 5.5

Consumer price index 
(% growth YoY at the end of the year) 9.8 8.5 7.3 5.6 5.1

TONIA rate 
(% per annum, the year’s average) 16.4 14.0 12.3 9.5 8.0

Kazakhstan’s tenge to U.S. dollar exchange rate 
(the year’s average) 456 466 486 492 503

Source: national agencies, EDB analysts’ calculations.

Economic activity and inflation

In 2025, GDP growth will increase to 5.5% YoY. We have maintained the growth 
estimate given in our previous forecasts (EDB, 2024b) (Table 5). Government initiatives 
aimed at developing strategically important infrastructure and socially significant 
projects, as well as creating growth points in the regions (MF RK, 2024; Government 
of Kazakhstan, 2024) will be among the key drivers of the economy in 2025. A key 
premise of our forecast is that the economy’s potential will grow as a result of the 
launch of a new investment cycle aimed at increasing the stock of  foreign direct 
investment attracted to $150bn by 2029 ($143bn at end-June 2024). This will expand 
the potential of  the non-natural resources sector of  the economy, in  particular, 
in manufacturing. The economy will be further supported by the resumption of grain 
exports. In the second half of  the year, oil production and exports are expected 
to grow following the launch of new capacity at the Tengiz field. This will add an 
additional 0.4–0.6 p.p. to GDP growth. A base rate cut in 2025 will give a further 
impetus to the economy. 

Steady growth of  Kazakhstan’s economy at 5.5% in  2026–2027 (Figure  10.A). 
Unlocking the potential of non-natural resources sectors, especially manufacturing, 
through the implementation of the new investment policy, will support GDP growth 
in the medium term. The easing of monetary conditions will have an additional positive 
effect, while the stimulative effect of fiscal policy, on the contrary, will diminish.

Inflation will fall to 7.3% at the end of 2025. This figure is 1.0 p.p. higher than 
in the previous forecasts (EDB, 2024b), and this adjustment is explained by the more 
significant weakening of the tenge than anticipated in the spring of 2024. In 2025, 

https://eabr.org/en/analytics/ceg-quarterly-reviews/edb-macroeconomic-outlook-2024-2026-June/
https://eabr.org/en/analytics/ceg-quarterly-reviews/edb-macroeconomic-outlook-2024-2026-June/
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the next phase of tariff increases for housing and communal services is expected 
to be 10–15% on average. In addition, credit growth will continue to support domestic 
demand. These factors will impede a faster decline in inflation. On the other hand, 
maintaining moderately tight monetary conditions in  early 2025 will stabilise 
inflationary expectations and contribute to a further slowdown in price growth.

We forecast inflation at close to the targets. In 2026–2027, we expect a gradual 
decline in  inflation to  target levels against the background of  cooling consumer 
demand after the strong performance of previous years (Figure 10.A). By the end 
of 2027, we forecast the consumer price growth rate to be 5.1% YoY.

	↓ Figure 10. Forecast economic activity and inflation in the Republic of Kazakhstan
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Source: national agencies, EDB analysts’ calculations.

Monetary policy and the Kazakhstani tenge exchange rate 

Reduction of the base rate as inflationary pressures subside. Taking into account 
that pro-inflationary risks are still pertinent, we expect the NBRK to keep the rate 
above 15% until April 2025. A sustained slowdown in inflation will create preconditions 
for further easing of monetary policy. We forecast the base rate at 11.25% by the 
end of 2025. In the medium term, inflation approaching the 5% target will create 
conditions for a base rate cut to a neutral level of 8% by the end of 2027 (Figure 11.A).

Moderate weakening of the tenge in the medium term. In 2025, the exchange 
rate of  the national currency is estimated at an average of 486 tenge per dollar 
(Figure 11.B). In early 2025, the high base rate will continue to support the tenge. In 
addition, in 2025, the volume of transfers from the National Fund will remain at an 
elevated level of KZT 5.25 trillion, which will create an additional supply of foreign 
currency in  the domestic market. In 2025, export revenues are also expected 
to increase as a result of the resumption of grain sales and increased oil sales abroad. 
The return of the norm of mandatory sale of 50 per cent of foreign currency earnings 
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by quasi-public sector entities will also support the tenge. The factors driving a tenge 
weakening, on the other hand, will be the increase in  imports and payments on 
external debt servicing. In the medium term, a moderate decline in the value of the 
tenge is forecasted.

	↓ Figure 11. Kazakhstan tenge exchange rate and TONIA rate

B) Kazakhstan’s Tenge to Dollar Exchange Rate

500

490

480

470

460

450

440

430

A) TONIA Rate

16

14

12

10

8

%

21Q4	 22Q4	 23Q4	 24Q4	 25Q4	 26Q4	 27Q4 21Q4	 22Q4	 23Q4	 24Q4	 25Q4	 26Q4	 27Q4

Source: national agencies, EDB analysts’ calculations.

Risks
The risk of a slowdown in economic activity. A more significant reduction in global 
demand for oil may lead to a greater decline in global energy prices. This, in turn, will 
have a negative impact on oil production and export volumes, as well as reducing tax 
revenues to the budget. Another risk limiting economic activity could be a prolonged 
suspension of the Caspian Pipeline Consortium or a shift in the timing of the future 
expansion project at Tengiz.

Pro-inflationary risks remain pertinent. An increase in tariffs for services as well 
as stronger growth of global food prices may raise inflationary expectations of the 
population. In addition, there is still a risk of capital outflow from emerging markets, 
which may negatively affect the currencies of  those countries, including causing 
a more pronounced depreciation of the tenge compared with the baseline scenario.



Source: midjourney.com
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KYRGYZ REPUBLIC

We forecast GDP growth of  the Kyrgyz Republic at 8.7% in  2025 against the 
background of strong investment demand. Inflation in 2025 will be 5.0%. We assume 
a gradual increase in the policyrate as inflation steadily reaches the target range.

Current situation

Strengthening domestic demand has become a  key factor in  the expansion 
of economic activity. GDP of  the Kyrgyz Republic grew by 9.6% YoY in January-
October 2024. The trends in retail and wholesale trade explain 22% of output growth. 
The services sector, excluding domestic trade, and the construction sector provided 
an additional 21% each. The increase in consumer activity was accompanied by an 
increase in real wages (of 6.7% YoY in January-September 2024) and growth in credit 
to the trade sector, as well as consumer loans. High investment activity was observed 
in the extractive industries, transport, energy and manufacturing, including as part 
of the implementation of state development programmes. In the second half of 2024, 
the economy received an additional impetus from agriculture on the back of the poor 
harvest a year earlier. In Q4, we expect a decline in the output of base metals, which 
will slow down economic growth. We forecast GDP growth at 9.4% in 2024.

Inflation has been below target for most of 2024. In October 2024, the indicator 
stood at 4.8% YoY after 7.3% YoY in December 2023. The key factor behind the slowdown 
in the growth of the consumer price index, as we anticipated (EDB 2023), was the easing 
of pro-inflationary pressure from global food markets. Thus, price growth for  food 
products and non-alcoholic beverages slowed to 2.5% YoY in October 2024, from 
3.4% YoY in December 2023. Additional disinflationary impact was exerted by the KGS 
exchange rate, which by mid-November had strengthened by 3.8% compared to the 
beginning of the year. As a result, non-food inflation declined to 4.6% YoY in October 
2024 from 12.2% YoY in December of the previous year. Inflationary pressures came 
from both higher excise duties on tobacco products and higher electricity tariffs. In Q4 
2024, the disinflationary impact of external prices and exchange rate movements is 
expected to be exhausted, which will lead to an increase in the growth of the consumer 
price index. We forecast inflation at 5.6% YoY by the end of 2024.

Current account deficit in  2024. The negative current account balance of  the 
balance of payments of  the Kyrgyz Republic amounted to $3.9bn in the first half 
of 2024, according to the preliminary estimate of the NBKR. A year earlier, the figure 
was $3.3bn. The expansion of the negative balance was driven by the increase in the 
deficit of the balance of goods and services, as well as the growth of  investment 
income paid to non-residents. The secondary income surplus grew by 11.5% YoY due 
to stronger remittance inflows. Turning to financial account operations excluding 
reserve assets, there was a capital inflow in the first half of 2024 due to the inflow 
of foreign direct investments and the raising of debt instruments. 

https://eabr.org/en/analytics/ceg-quarterly-reviews/edb-macroeconomic-outlook-2024-2026/
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Expanded foreign trade operations in 2024. The foreign trade turnover of the Kyrgyz 
Republic grew by 8.4% YoY in January-September 2024. The growth of this indicator 
was caused by an increase in exports of 28.2% YoY and of imports by 3.7% YoY. The 
increase in export revenues was mainly due to a 37.8% YoY increase in  the value 
of  shipments of  base metals abroad. Imports grew mainly due to  an increase 
in imports from China (of 16.7% YoY). The largest shares of imports from China are 
accounted for by fabrics, machinery and equipment.

The National Bank has cut interest rates. Inflation has been below the target (5–7%) 
since May 2024. This created prerequisites for the reduction of the policy rate from 
13.0% (at the beginning of the year) to 9.0%, where it has been kept since the end 
of May 2024. In April 2024, the NBKR started to expand the interest rate corridor 
around the policy rate. At the beginning of 2024, the interest rate corridor was set at 
13% (+/-2 p.p.). Since August 2024, the lower threshold of the interest rate corridor — 
the overnight deposit rate — has been set at 4%. Thus, the new interest rate corridor 
is 9% plus 2 p.p. and minus 5 p.p.. As a consequence, the rate on the interbank credit 
market for seven-day REPO fell from 12.0% at the beginning of the year to 4.3% at 
the end of October. We estimate that the policy rate will remain at 9% at the end 
of the year. 

State budget surplus in 2024. The surplus amounted to 5.0% of GDP in January-
September 2024 (2.8% of GDP a year earlier). Revenues grew by 17.4% YoY, and half 
of  the growth was due to  the increase in  VAT revenues on imported goods. The 
21.7% YoY growth in non-tax payments to  the budget was driven by a 33.1% YoY 
increase in  property and  interest income. The 10.3%  YoY growth of  expenditures 
was mainly due to the increase in spending on economic development (2.8 times). 
In accordance with the Main Priorities of Fiscal Policy of the Kyrgyz Republic for 2025–
2029, the state budget surplus is expected to be 0.9% of GDP in 2024.

International rating agency Moody’s has confirmed the long-term rating of the 
Kyrgyz Republic at the level of  B3 and  improved the outlook, changing it  from 
negative to stable. The economy and state budget have demonstrated resilience 
to the negative impact of external shocks. According to the agency, financing from 
development partners, which reduces debt servicing costs, is a key factor supporting 
the rating.
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Forecasts
	↓ Table 6: Key macroeconomic indicators of the Kyrgyz Republic (baseline scenario)

Indicator 2023 2024F 2025F 2026F 2027F

GDP in constant prices 
(% growth YoY) 9.0 9.4 8.7 6.4 5.6

Consumer price index 
(% growth YoY at the end of the year) 7.3 5.6 5.0 5.5 6.3

7-day REPO rate 
(% per annum, the year’s average) 11.4 7.6 5.2 7.1 9.0

Kyrgyzstan’s som to U.S. dollar exchange rate 
(the year’s average) 87.9 87.1 87.4 89.7 93.1

Source: national agencies, EDB analysts’ calculations.

Economic activity and inflation

GDP growth in 2025 is forecasted at 8.7%. High investment activity will continue 
to  fulfil the role of a key driver of  the economy. In 2025, FDI is expected to flow 
into the mining sector (MJ KR, 2024). Investment activity will receive an additional 
impetus through the implementation of government initiatives in water supply, the 
energy sector and road infrastructure. These projects are financed by international 
development organisations. The economy will receive additional support as a result 
of increased production in manufacturing industries, including the production of base 
metals, oil products, textiles, and construction materials (MJ KR, 2024). Consumer 
activity will decline from the high values of 2024 by the end of the year (Table 6).

In the medium term, the growth rate will be 6.0%. The slowdown to  6.4%  YoY 
in 2026 will be due to a decline in  the production of base metals (MJ KR, 2024). 
Thereafter, the growth rate will tend towards the equilibrium level (Figure 12 A).

We forecast inflation of around 5.0% YoY at end-2025. The expected increase 
in global food prices as well as the planned increase in electricity tariffs (MJ KR, 2021) 
will put pressure on domestic prices. On the other hand, weaker domestic consumer 
demand and the higher policy rate will restrain consumer price growth (Figure 12 B).

Inflation to stay within the target range in the medium term. Rising global food 
prices will continue to put upward pressure on domestic prices. Further increases 
in the policy rate will stabilise inflationary expectations and keep inflation around 
5.9% on average over 2026–2027.

Increasing of the policy rate as inflation reaches the target level. According to our 
estimates, the policy rate will be around 9.25% at the end of 2025. In the medium 
term, we expect the interest rate corridor to shrink to +/-1 p.p. and the policy rate 
to reach the equilibrium level, which we estimate at around 9.75% (Figure 13 A). 
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	↓ Figure 12: Economic activity and inflation in the Kyrgyz Republic
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Source: national agencies, EDB analysts’ calculations.

Moderate weakening of the som in the medium term. We forecast the KGS exchange 
rate at the level of 87–90 per US dollar in 2025. The exchange rate will be supported 
by an increase in exports against the background of rising world gold prices, as well 
as a slowdown in the growth of imports. In the long term, we expect a weakening 
of the KGS exchange rate as the inflation differential between the Kyrgyz Republic 
and trading partner countries decreases (Figure 13 B).

	↓ Figure 13. Kyrgyz som exchange rate and repo rate
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Risks
Risks of economic growth slowdown. A deeper recession in the global economy than 
expected in the baseline scenario will primarily affect the international trade of the 
Kyrgyz Republic and will slow down economic growth. Another risk limiting economic 
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activity could be a  shift in  the timing of  implementation of  planned investment 
projects.

Risks of inflation acceleration. The risk of capital outflow from emerging markets 
remains, which may increase the volatility of the KGS exchange rate. This, in turn, 
will accelerate inflation and require a tighter monetary policy compared with the 
baseline scenario.



Source: midjourney.com
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RUSSIAN FEDERATION

High economic growth rates in 2025 will be supported by fiscal stimulus and increased 
exports to  China. At the same time, high interest rates and  limited capacity 
to increase production will continue to restrain the expansion of domestic demand. 
Stimulative fiscal policy will complicate the disinflation process, which will require the 
Bank of Russia to stick to the “pro-inflationary scenario”, which does not rule out the 
possibility of further key rate hikes. We expect the rate reduction cycle to start no 
earlier than in the second half of 2025 in the absence of new shocks. Under these 
conditions, we forecast inflation to slow down to 6.5% in 2025.

Current situation
Record economic growth this year. We expect GDP to expand by 4.1% in 2024, which 
will be the highest in the last 12 years, excluding the recovery from the lifting of covid 
restrictions in 2021. Nevertheless, there is a predictable cooling in the quarterly output 
performance due to the Central Bank’s policy to reduce inflation. The economy grew 
by 3.1% YoY in Q3 2024 after 4.1% YoY and 5.2% YoY in Q1 and Q2, respectively. Despite 
the slowdown in growth rates, their level remains high in the context of rising domestic 
demand. In Q4, output growth is likely to accelerate on the back of increased budget 
expenditures.

Industrial production is an important driver of economic growth. According to our 
estimates, the contribution of industry to GDP growth was about 1.3 p.p. in January-
September 2024, with output expanding by 4.4% YoY. The manufacturing sector, the 
largest industrial sector, grew output by 7.9% YoY in the face of expanding domestic 
demand. The exception was oil refining, where output fell by 2.4% due to the removal 
of some production capacity during unscheduled refinery repairs. Mineral extraction 
decreased by 0.6% YoY in  January-September, with a mixed performance within 
the industry. Production of  coal and metal ores grew by 0.4% YoY and  1.3% YoY, 
respectively, while production of other minerals declined by 2.6% YoY, primarily due 
to the commitments made to reduce oil production under the OPEC+ agreements. 

Domestic demand grew significantly. The increase in household consumption was 
supported by the 8.6% YoY growth of real disposable income in January-September 
as  well as  an expansion of  lending. An important source of  household income 
growth is the increase in wages and salaries, which in  real terms totalled 9% YoY 
in  January-September. The high growth of  labour remuneration is primarily due 
to the shortage of skilled workers in the context of the need to expand production 
capacity. Unemployment has remained at a historic low (2.4%) since June this year, 
with record levels of capacity utilisation — over 80%8. Companies’ optimism about 
the growth in demand for manufactured products is driving high rates of investment, 
supported by fiscal spending and lending. Investment activity increased by 8.6% YoY 
over January-September, despite difficulties with supplies and import payments.

8	 Bank of Russia’s monitoring of enterprises.
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Pro-inflationary processes prevail. The growth of domestic demand with limited 
opportunity to expand production leaves its handprint on prices. Inflation accelerated 
in the second half of the year, reaching double-digit rates9 in the third quarter. The rate 
of increase in consumer prices is more than double the inflation target. Rising logistics 
costs and the costs of cross-border payments have made imports more expensive, 
putting additional pressure on prices. Core10 inflation accelerated in the second half 
of the year, reaching 9.7%11 m/m in October. High sustained inflation is reinforced 
by rising inflationary expectations among both households and businesses. Inflationary 
expectations of the population12 returned to growth in May 2024 and reached 13.4% 
in  October, the highest since December 2023. Surveys of  professional analysts 
also showed an increase in expected inflation, but on a more moderate scale. The 
professional community’s expected inflation for the year ahead13 rose to 5.3%, from 
4.0% at the start of 2024. By October, businesses’ price expectations had added 1.5 p. 
to reach 23.3 p. compared with the start of the year.

The high inertia of inflationary processes and a possible increase in inflation against 
the background of growing budget expenditures require a tighter monetary policy. We 
expect the Bank of Russia to stick to the “pro-inflationary scenario” in its decisions, 
which indicates the possibility of a further increase in  the key rate. Our updated 
inflation estimate is 8.4% for 2024.

Tightening of  monetary conditions in  2024 as  a result of  an increase in  the 
key rate and tougher requirements for  loan issuance. Taking into account the 
strengthening of  pro-inflationary processes, the Bank of  Russia has raised the 
key rate by a total of 5 p.p. in three stages — to 21% in October 2024. In addition, 
changes in the conditions for granting favourable mortgages and macroprudential 
measures enhancing the stability of  the financial system have further tightened 
lending conditions. Demand for loans nevertheless remains strong, with banks’ loan 
portfolios growing by 14.2% from the beginning of the year to September 202414. The 
tightening of subsidised mortgage terms has had a dampening effect on mortgage 
growth since July, but the credit volume accumulated earlier has markedly expanded 
domestic demand. In addition, the expected increase in  the cost of cars against 
the background of the increase in the utilisation fee has caused a sharp increase 
in demand for car loans. We believe that the effect of the key rate hike will slow down 
lending growth in Q4 2024.

9	 Seasonally adjusted annualised growth rate of consumer prices against the previous quarter: 5.9% in Q1, 8.7% 
in Q2 and 11.2% in Q3. Source: Bank of Russia.

10	Core inflation is measured on the basis of the core consumer price index (CPI) and refers to the sustainable 
part of the overall inflation rate.

11	 Seasonally adjusted in annual terms. Source: Bank of Russia.
12	Median inflationary expectations of the population for the year ahead according to the data of the population 

surveys of LLC inFOM.
13	Median inflation forecast for  the end of 2025, according to the Bank of Russia’s macroeconomic survey 

for October.
14	Excluding SME loans.
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The current account surplus increased by more than 30% in January-October 
2024. More complicated foreign trade settlements, higher logistics costs and the 
expansion of  import-substituting industries led to  a 5.3%  YoY decline in  imports 
of goods in January-October 2024. Exports remained at the level of January-October 
2023, with the decline in oil prices partially offset by the growth of non-oil exports, 
which was largely due to the refocussing of supplies to friendly markets. In the first ten 
months of 2024, trade turnover between China and Russia grew by 2.8% YoY, and in 
2023 it  increased by a record 26.3%. Thus, the current account surplus was driven 
by a decrease in imports with relatively stable exports.

High volatility and  weakening of  the ruble towards the end of  the year. The 
introduction of new sanctions in the financial sector in the second half of the year 
has narrowed the opportunities to use foreign currencies in settlements. This has led 
to a decline in imports and was a factor in the ruble’s strengthening in July-August 
to an average of RUB 88 per dollar. However, the recovery of settlement operations 
for  imports, coupled with the loosening of  requirements to  sell foreign currency 
proceeds and a decline in export revenues in recent months amid low oil prices, has 
returned the ruble exchange rate to a weakening trajectory. We expect the exchange 
rate of the national currency to be around RUB 100 per dollar at the end of 2024.

Additional budget expenditures may increase the deficit to 1.7% of GDP in 2024. 
From January to October, the budget posted a defict of RUB 0.2 trillion compared with 
a deficit of RUB 1.1 trillion in the same period a year earlier. The decline in the deficit 
was due to 28.4% YoY growth in revenues in January-October compared with a year 
earlier, while expenditures grew by 23.7% YoY over the same period. However, the 
amendment to the budget law envisages a significant increase in budget expenditures 
in Q4, as a result of which expenditures may exceed revenues by RUB 3.3 trillion 
by year-end.

Forecasts
	↓ Table 7: Russia’s main macroeconomic indicators (baseline scenario)

Indicator 2023 2024F 2025F 2026F 2027F

GDP in constant prices 
(% growth YoY)

3.6 4.1 2.4 1.7 1.5

Consumer price index 
(% growth YoY at the end of the year)

7.4 8.5 6.5 5.6 4.5

Key rate  
(% the year’s average)

9.9 17.5 21.1 15.5 11.5

Russian rouble to U.S. dollar exchange rate 
(the year’s average)

85.2 92.5 104 106 109

Sources: national agencies, EDB analysts’ calculations.



Russian Federation 45

Economic activity and inflation

We forecast GDP growth of 2.4% in 2025. The increase in expenditures envisaged 
by the budget law for the next year to RUB 41.5 trillion (RUB 39.4 trillion in 2024) 
gives grounds to believe that the trajectory of output slowdown will be flatter and the 
reduction of overheating of the economy will be stretched out over time. Exports 
growth due to  increased sales volumes amid growing demand from key trading 
partners, primarily China, will support GDP growth. At the same time, high interest 
rates and a gradual decline in the growth rate of real disposable household incomes 
will be factors restraining economic activity (Table 7). We expect moderate growth 
of  imports in 2025 in  the context of  increasing domestic demand, which will be 
restrained by the weakening of the ruble exchange rate.

The economy will continue to  move towards balanced growth in  2026–2027 
(Figure 14.A). As the economy cools down from the overheating of previous years, 
it will tend towards its potential.

This will be largely facilitated by the return of the budget policy of setting expenditures 
within the framework of the budget rule. Structural factors will have a restraining 
effect on GDP, including negative demographic trends and a shortage of personnel 
in the labour market. The growth of  import-substituting industries, as well as the 
diversification of  trade routes and  export offerings, will partially compensate 
for structural constraints, thereby increasing the growth rate of the economy.

	↓ Figure 14. Forecast economic activity and inflation in Russia
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Inflation is above the target over the entire forecast horizon. We forecast 
a slowdown in price growth to 6.5% in 2025. The main effect of a significant tightening 
of monetary policy will materialise in 2025. A rapid slowdown in  inflation will be 
hindered by: a stimulative fiscal policy, high inflationary expectations, the planned 
indexation of housing and utilities tariffs (+11.9%) and an increase in the utilisation 
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fee15 for motor vehicles. The weakening ruble exchange rate will further complicate 
the disinflation process. Inflation will continue to slow down in 2026–2027, but will 
remain at elevated levels (Figure 14.B).

Monetary policy and the Russian ruble exchange rate

Monetary policy under the “pro-inflationary scenario”. Against the background 
of the factors discussed above, achievement of rapid disinflation seems unlikely. The 
Bank of Russia will keep the key rate unchanged until at least mid-2025, and in case 
of additional pro-inflationary shocks, an increase in the rate cannot be ruled out. In 
the baseline scenario, we expect the key rate to fall to 19% by the end of 2025. As the 
budget consolidates and inflation slows, the regulator will be able to ease monetary 
conditions more actively in 2026–2027. We forecast the key rate to decrease to around 
10% by the end of 2027 (Figure 15.A). 

The average annual exchange rate will be around 104 rubles per dollar in 2025 
(Figure 15.B). We expect a moderate weakening of the exchange rate. Strong domestic 
demand and budget expenditures will increase imports, which will be reflected in the 
demand for currency and will reduce the value of the ruble. At the same time, high 
interest rates and  growth of  export revenues will support the national currency. 
Looking into 2025–2026, in the absence of additional external shocks we expect the 
nominal exchange rate to weaken in line with the difference in inflation rates in Russia 
and abroad.

	↓ Figure 15. Forecast interest rate and Russian ruble exchange rate
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15	From 1 October 2024, the utilisation fee indexation was 70–85%, with further increases of 10–20% each year 
until 2030. The amount of indexation for passenger cars depends on engine size, while that for lorries depends 
on age and weight.
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Risks

A significant decline in oil prices remains a key risk for  the Russian economy. 
Demand for oil could decline in the context of a more significant slowdown in global 
economic growth than the baseline scenario assumes. The downside risk to  oil 
prices increases in  the event of  an increase in  oil supply in  non-OPEC countries. 
A decline in global oil prices in the risk scenario would lead to a squeeze on export 
revenues. This could become a serious challenge to the sustainability of both the 
budget and the currency market. Against the background of the expected growth 
of budget expenditures in 2025, the reduction of oil revenues will require the search 
for additional sources of financing. In the case of increasing government debt, the 
availability of financial resources for  the private sector will be limited. Under the 
current conditions of  increased importance of oil exports for  the stability of  the 
currency market, a decline in oil prices will lead to a significant weakening of the ruble 
exchange rate. This will intensify the growth of inflationary expectations and consumer 
prices. Against the backdrop of slowing wage growth, real incomes will fall, leading 
to a contraction in domestic demand. Additional tightening of monetary conditions 
against the background of already high interest rates will create preconditions for a 
significant decline in business activity.

The probability of new trade restrictions against Russia remains high. Additional 
restrictions on international settlements pose risks to both uninterrupted foreign 
exchange earnings and  imports of  equipment. Realisation of  such a  scenario 
would require additional restructuring of logistics chains, which would significantly 
increase exchange rate volatility and complicate the disinflation process. This may 
require a  longer period of  sustained high interest rates in  the economy and  will 
negatively affect economic growth. The establishment of alternative mechanisms 
for international settlements may be a way to mitigate this risk.



Source: midjourney.com
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REPUBLIC OF TAJIKISTAN

We forecast the economy to grow by 8.4% in 2025 under the conditions of strong 
domestic demand, as well as improved terms of foreign trade — higher gold prices 
and lower energy prices. Inflation will rise in 2025 and stabilise within the NBT’s target 
range (6±2%) in 2026–2027, influenced by strong consumer activity. The National 
Bank may start raising the interest rate in 2025 against the background of  rising 
inflation.

Current situation

High rates of economic growth in 2024. GDP grew by 8.4% YoY in January-September. 
The contribution of agriculture to GDP growth was 2.7 p.p. against the background 
of accelerated growth of the agricultural sector in Q3, which is explained by the shift 
in the timing of harvesting operations (EDB, 2024a) due to unfavourable weather 
conditions in spring of this year. The industrial sector contributed 1.0 p.p. in January-
September due to sustained high growth rates in mining. Trade and construction 
contributed 1.5 p.p. and 0.4 p.p. to GDP growth, respectively. 

Positive data on agriculture, which is performing better than in January-September 
2023, gives reason to expect a strong performance economy-wide for the year as a 
whole, as  the sector, together with the food industry, contributes approximately 
28% of GDP16. Taking into account that the contribution to output growth from the 
industrial sector, trade and construction remains quite high, we forecast that GDP 
growth will be 8.4% in 2024. 

The development of industry contributes to the rapid growth of the economy. The 
industrial sector increased production in January-October 2024. The highest growth 
was demonstrated by the extractive industry — 38.7% YoY due to the increase in ore 
extraction. Manufacturing industries grew by 8% YoY, largely due to a strong performance 
in food processing and metallurgy (5% YoY and 12.6% YoY output growth in January-
October, respectively), focused on both domestic and external demand. The production 
of non-metallic mineral products required in construction also showed significant growth 
(16.1% YoY in January-October). The production of electricity, heat and gas recorded 
low growth of 2.3% YoY in January-October. The energy sector overcame the recession 
observed in the first half of the year, caused by a drop in electricity generation at 
hydro power plants, but has not yet returned to sustainable growth. According to our 
estimates, the industrial sector will continue to deliver economic growth rates above 
the average for the EDB’s region of operations over the forecast horizon.

Trade and investment may reach double-digit growth rates this year. Retail sales 
and investments increased by 13.3% YoY and 6% YoY in January-October, respectively. 

16	EDB analysts’ estimate.

https://eabr.org/analytics/monthly-review/makroekonomicheskiy-obzor-eabr-oktyabr-2024/
https://eabr.org/analytics/monthly-review/makroekonomicheskiy-obzor-eabr-oktyabr-2024/
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Trade and investment growth rates may accelerate in Q4. In the case of trade, the 
acceleration may be driven by the mid-year increase in public sector wages (EDB, 
2024a). For investments, a possible acceleration may be driven by active financing 
of capital construction from the budget (the share of the state in the annual volume 
of investments consistently exceeds 40%). 

Import grows faster than export. In January-October, the country shipped $1.5 billion 
worth of  goods abroad, a  1.6%  YoY increase. By comparison, exports increased 
by  14.3%  YoY in  2023. Shipments increased to  foreign markets of  non-precious 
metals, as well as textiles. Shipments of precious metals decreased. Strong domestic 
demand in the economy contributed to a 24.2% YoY increase in imports to $5.8 billion 
in January-October. The foreign trade deficit in goods totalled $4.2 billion. A year 
earlier, this indicator was $3.1 billion.

The national currency appreciated in 2024. The somoni exchange rate strengthened 
gradually from an average of 10.96 somoni per dollar in December 2023 to 10.6 on 
the average in October. This was supported by an improving balance of payments — 
at the end of the first half of the year17 the current account surplus was $0.3bn (6.2% 
of GDP) after a deficit of $0.2bn (4.6% of GDP) in the first half of 2023 — mainly due 
to remittance flows into the country.

Consumer price growth has slowed down compared with last year. While 
in December 2023 inflation was 3.8% YoY, the rate of price growth has slowed since 
February 2024. In October, inflation was 3.6% YoY. The low inflation is attributed 
to the strengthening of the local currency and lower international prices of imported 
food and energy. Given the low monthly inflation rate in November last year, when 
prices fell by 0.2% m/m with consumer prices rising by an average of 0.9% m/m 
in November from 2018 to 2022, we can expect an acceleration in annual price 
growth by the end of 2024. We forecast that inflation will be 3.9% YoY in December 
2024 — close to the lower boundary of the National Bank’s target range (6±2%).

The National Bank reduced the refinancing rate by 1.0 p.p. to 9.0% in the period 
from the end of 2023 to October 2024. The rate will remain at this level until the 
end of the year — the last monetary policy meeting in 2024 was held on 25 October. 
Monetary policy easing has partially counterbalanced the impact of disinflationary 
factors on consumer price growth. The accumulated impact of successive interest 
rate cuts18 in 2024 will help accelerate inflation towards the target next year.

The state budget is recording a surplus. In January-September 2024, the surplus 
increased to TJS 2.9 billion or 2% of GDP, from TJS 1.9 billion in January-September 

17	Balance of payments data for January–September have not yet been released.
18	Monetary policy easing in  the country was more significant than can be concluded on the basis of  the 

refinancing rate reduction alone. While in  December 2023 the growth of  money supply M2 was minus 
4.3% YoY, by September 2024 it had accelerated to 36.8% YoY.

https://eabr.org/analytics/monthly-review/makroekonomicheskiy-obzor-eabr-oktyabr-2024/
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2023. Revenues grew by 10.9% YoY to TJS 33.3 billion, exceeding the planned level 
by 5.4% in the context of high growth of the economy and, consequently, the tax 
base. Expenditures increased by  9.3%  YoY to  TJS 31.3  billion. At the same time, 
financing of key investment areas other than energy and housing and utilities, such 
as agriculture, industry, transport and communications, decreased compared with the 
same period last year or stayed put. By the end of the year, we can expect19 growth 
of expenditures aimed at supporting most of these sectors to accelerate, and this will 
have a positive impact on the overall economic performance in 2024. 

Forecasts
	↓ Table 8: Main macroeconomic indicators of the Republic of Tajikistan (baseline scenario)

Indicator 2023 2024F 2025F 2026F 2027F

GDP in constant prices 
(% growth YoY)

8.3 8.4 8.4 8.0 7.4

Consumer price index 
(% growth YoY at the end of the year)

3.9 3.9 5.9 6.7 6.8

Refinancing rate 
(% per annum, the year’s average)

10.5 9.2 9.2 9.9 10.6

Tajikistan’s somoni to U.S. dollar exchange rate  
(the year’s average)

10.8 10.8 11.0 11.5 12.1

Sources: national agencies, EDB analysts’ calculations.

Economic activity and inflation

We raise our 2025 economic growth forecast by 0.4 p.p. to 8.4% (Table 8). The 
revision is driven by expectations of higher prices for gold and other metals, which are 
the key exports, as well as lower prices for imported energy and food products than 
we forecast in June (EDB, 2024b). Reducing the imports bill will free up additional 
funds that the country can use to finance consumption and investment, which will 
have a positive impact on economic growth.

We forecast a gradual slowdown in GDP growth in 2026–2027 (Figure 16.A). The 
influence of the factors driving rapid economic growth in 2024–2025 will weaken. 
The growth of metal prices will slow down, which will be reflected in a slower growth 
rate in the mining and metallurgical industry. The gradual slowdown of economic 
growth in Russia will negatively affect trends in  the textile industry, which are to 
considerable extent determined by demand in  the neighbouring countries of  the 
region, as well as hitting the inflow of remittances to Tajikistan. Nevertheless, GDP 
growth in Tajikistan will remain the highest among the EDB member countries due 
to the catch-up nature of development and the high rate of population growth in the 
country.

19	On the basis of the plans foreseen in the 2024 budget.

https://eabr.org/analytics/ceg-quarterly-reviews/makroekonomicheskiy-prognoz-eabr-2024-2026-June/
https://moliya.tj/Documents/Index/215
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	↓ Figure 16. Forecast economic activity and inflation in Tajikistan
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In 2025, inflation will return to the NBT target range (6±2%) and will be 5.9% 
for the year as a whole. Consumer demand, supported by wage growth, will ensure 
acceleration of price growth to target levels (Figure  16.B). Imported energy prices 
will have a restraining effect — we expect oil prices to decline by an average of 7.4% 
in 2025 compared to 2024.

In 2026–2027, inflation will stabilise near the middle of the target range. Consumer 
price growth of 6–7% per year will be driven by domestic demand trends and a gradual 
weakening of the somoni. Additional pro-inflationary impact on prices in 2026–2027 
will be caused by the growth of world food prices.

	↓ Figure 17. Refinancing rate and the somoni exchange rate
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Monetary policy and the somoni exchange rate

In 2025–2026, the somoni will return to its gradual weakening against the dollar 
(Figure 17.B). This will be facilitated by an increase in demand for foreign exchange 
in the context of increased imports caused by growth in consumption and investment. 
At the same time, the exchange rate of the somoni will be affected by a slowdown 
in exports due to the declining potential for building new production facilities in sectors 
focussed on external markets, as well as a decline in remittances.

In the second half of 2025 the NBT may start to increase the refinancing rate 
under conditions of stabilised inflation rates near 6% YoY. The rate will reach around 
11% by the end of 2027 (Figure 17.A), providing conditions for balanced growth of the 
country’s economy.

Risks

The key risks for Tajikistan’s economy are related to external factors. If weak 
growth in developed economies and a slowdown in long-term GDP growth in China 
lead to a more significant decline in commodity prices than in the baseline scenario, 
Tajikistan will face a decline in export revenues. At the same time, in the risk scenario, 
there may be a reduction in remittance inflows due to lower economic activity and a 
weakening of national currencies in key economic partners. As a result, the growth 
of household consumption and economic activity of the country as a whole will slow 
down.

A possible fall in gold prices is another external source of  risk for Tajikistan’s 
economy. The price of gold increased significantly in 2024, posting new historical 
highs during the year. In October 2024, the average monthly increase in gold prices 
was 41 per cent in annual terms — a  record high for  the past 13 years. However, 
a cheapening of gold is possible due to various factors, including the suspension 
of interest rate cuts by leading central banks or the easing of geopolitical tensions. 
Given that gold accounts for almost half of Tajikistan’s exports13, a decline in its price 
could lead to a significant reduction in export earnings. This, in turn, would have 
a marked negative impact on the country’s economic growth. 
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LIST OF ABBREVIATIONS
% per cent

% YoY annual growth rate

$ U.S. dollar

bbl oil barrel

bn billion

CBRA Central Bank of the Republic of Armenia

CBR Central Bank of the Russian Federation (Bank of Russia)

COVID-19 Coronavirus 2019, coronavirus infection

EDB / The Bank Eurasian Development Bank

EAEU Eurasian Economic Union

ECB European Central Bank

EU European Union

FDI foreign direct investments

GDP gross domestic product

KGS kyrgyz som

KR Kyrgyz Republic

KZT kazakh tenge

IBL interbank lending market

m million

MIACR Moscow Interbank Actual Credit Rate (actual rate on granted interbank loans)

NBKR National Bank of the Kyrgyz Republic

NBRK National Bank of the Republic of Kazakhstan

NBT National Bank of Tajikistan

OPEC+ Organisation of Petroleum Exporting Countries

p. point

p.p. percentage point

PMI Purchasing Managers’ Index (business activity index)

PPP purchasing power parity

RA Republic of Armenia

RB Republic of Belarus a type of transaction in which securities are sold and at the

REPO same time an agreement is made to repurchase them at a predetermined price

RK Republic of Kazakhstan

RT Republic of Tajikistan

RF Russian Federation

RUB Russian ruble

SWF Sovereign Wealth Fund

TONIA Tenge Overnight Index Average

U.S.A. / U.S. United States of America

U.S. FED U.S. Federal Reserve

VAT value added tax
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GLOSSARY

Budget (fiscal) reserves

The amount of available state budget funds available to finance expenditures.

Budget (fiscal) impulse

Describes the impact of fiscal policy on economic activity. A positive fiscal impulse 
indicates a positive contribution of fiscal policy to GDP.

Dollarization of bank deposits (loans)

Share of deposits (loans) in foreign currency in the total volume of deposits (loans) 
of commercial banks.

Neutral rate

An interest rate level that corresponds to inflation and inflationary expectations being 
sustainably at target levels, and GDP and the real exchange rate at equilibrium levels.

Potential (equilibrium) GDP

The volume of real GDP that would be produced in the economy in a certain time 
period under the most efficient use of  factors of  production. Potential GDP can 
also be understood as the volume of real GDP that the economy is able to produce 
sustainably without creating economic imbalances.

Equilibrium exchange rate

A real exchange rate that has neither additional inflationary nor disinflationary effects.

Output gap

Deviation of the volume of real GDP from its potential level. A positive output gap, 
as a rule, depicts excess demand in the economy and is an indicator of inflationary 
pressure. The opposite is true for a negative output gap.

Purchasing Managers’ Index (PMI)

An indicator depicting changes in business activity and operating conditions of private 
enterprises in manufacturing and services. The indicator is calculated on the basis 
of monthly surveys of purchasing managers. PMI values above 50 points signal an 
increase in business activity, while those below it signal a decrease.
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