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EXECUTIVE SUMMARY

i. Jordan’s economic performance remains
tempered in 2017 while the fiscal adjustment is
in progress; yet there are positive signs on the
horizon. Real GDP growth for 2017 is expected to
reach 2.1 percent, just a 0.1 percentage point (pp)
increase from 2016. On the supply side, services
continue to be the principal driver of GDP growth,
and these are propelled by a robust performance
in tourism. Jordan’s industrial sector is expected to
regain momentum based on a recovery in mining
and quarrying as the effect of the drop in potash
prices starts dissipating. On the demand side,
private consumption and investment in addition
to net exports of goods and services are projected
to lead GDP growth. The combination of public
consumption and public investment are expected
to be a drag on GDP growth. The reliance of GDP
growth on private demand, as opposed to public
demand, is a welcomed change from growth
patterns since 2014. As a result of the progress in
net exports, the current account deficit is projected
to narrow slightly to 8.8 percent of GDP.

ii. Jordan’s fiscal and monetary policies are
taking a contractionary stance, though the year end
outcomes are expected to be mixed. On the fiscal
side, despite the restraint complemented by financing
from the International Monetary Fund Extended Fund
Facility (IMF-EFF), the overall fiscal deficit is expected
to reach 6.4 percent of GDP (excluding grants), owing
to stagnant performance on the revenue side following
a weaker than expected economy. On the monetary
policy side, the peg to the US$ has led to an increase
in interest rates, tracking the FED. The Central Bank of
Jordan raised interest rates four times since December
2016 in attempts to maintain the attractiveness of
the Jordanian Dinar. This was in the context of lower
foreign inflows and higher dollarization rates putting
downward pressures on central bank foreign reserves
which declined to US$11.7 billion by end-October
2017 (equivalent to 6.6 months of imports, excluding
re-exports). Meanwhile, headline consumer prices
showed a significant recovery, although largely due to
low-base effects.
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iii. The labor market continues to face high
unemployment and low participation as the
economy remains in a low growth equilibrium. A
new methodology by the Department of Statistics as
of Q1-2017 revealed that unemployment averaged
18.1 percentin the first half of 2017 (H1-2017), while
labor force participation averaged 39.7 percent. Both
indicators continue to reflect acute gender-based
heterogeneity and youth marginalization in Jordan’s
labor market.

iv. With a challenging regional outlook and
contractionary fiscal and monetary policies in
place, it is difficult to foresee a strong recovery
in GDP growth without continuation of structural
economic reforms. The reopening of trade routes
with Iraq bodes well in improving consumption and
investment sentiments. However, given that the
orientation of the Jordanian economy is outward
looking and geared to supporting markets in the
Gulf Cooperation Council (GCC), Syria and lIraq,
the regional downturn will continue to affect the
economy. Jordan’s long-term macroeconomic
vulnerability stems from sizable internal and external
imbalances that generate large financing needs,
which are typically met via international assistance.
In order to ensure financial and economic stability,
Jordan needs to deepen its equitable growth and job
creation reforms to enhance the efficiency of the
economy and shift the burden of job creation to the
private sector. Expanding Jordan’s export revenues
with new partners or higher quality products will
need to be part of that agenda as well.

V. To gauge Jordan’s exporting aptitude,
we undertake an assessment that quantifies the
potential for expanding the quantity and quality of
some specific industrial, apparel and agricultural
exports (Special Focus). The most striking result
is that investing in the agricultural sector could
generate four times the value added of the sector in
the economy.
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