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DJIBOUTI

Djibouti's economy relies heavily on port activity, leaving
growth exposed to global trade shocks, US tariffs, and re-
gional tensions. Despite weaker porttrafficinearly 2025, GDP
growthwas revised upward, supported by construction gains
from DDID FTZ developments and steady trade flows with
Ethiopia. Inflation at 1.6 percent, anchored by the currency
peg, ensures stability, but high debt, costly energy, weak re-
serves, climate risks, and stalled reforms cloud the outlook.

Key conditions and challenges

Djibouti’s economic fortunes hinge on the cranes and car-
go flows of its ports. As the country's lifeline, the logistics
sector dominates GDP, fills government coffers, and provides
jobs. Yet, this reliance on re-exports and transshipment
leaves the economy exposed to global trade turbulence. Un-
certainty over US tariffs and escalating regional tensions,
particularly near the Bab el-Mandeb strait, could pose risks
to port activity.

Climate change compounds this fragility. The World Bank's 2024
Country Climate and Development Report warns of rising seas,
droughts, and water scarcity, which endanger both vulnerable
households and critical port infrastructure.

Domestically, high electricity costs stifle private sector growth and
deter potential investors in industry and services. Finance remains
scarce, and a small domestic market limits opportunities for pri-
vate sector growth. Together with the elevated public debt burden
and exposure to regional instability, these factors can slow
progress toward inclusive development.
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Welfare gaps and subsistence-level incomes remain structural
features of the economy. Inequality is one of the highest in the
Middle East, North Africa, Afghanistan, and Pakistan (MENAAP),
with a Gini index of 41.6 (2017). Human capital development is
constrained, with the Human Capital Index at 0.41 (2022), imply-
ing large productivity losses without improvements in health and
learning. These figures underscore substantial disparities in ac-
cess to services and the labor market: indeed, as of 2025Q1, un-
employment stood at 36.4 percent, with persistent gender gaps.
Building resilience will require time and targeted reforms, tack-
ling energy costs, accelerating climate adaptation, and expanding
space for private investment to grow.

Recent developments

Djibouti's port activity is cooling in 2025 after a remarkable surge in
2024. Port throughput, the country’s economic heartbeat, slipped
by 7 percent in 2025Q1 year-on-year, driven by weaker transship-
ment. The throughput downturn reflects global trade uncertainty
tied to US tariff risks and shipping disruptions in the Red Sea due to
regional tensions. By mid-2025, total port traffic dropped 10.5 per-
cent year-on-year, driven by a 26 percent fall in transshipment and

FIGURE 1 / Real GDP growth, fiscal and current account balances
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Sources: Government of Djibouti and World Bank staff projections.

FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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a one-third decline in restow volumes, underscoring the economy’s
vulnerability to global shocks.

Despite this, the broader growth trajectory has shifted upward. The
GDP forecast for 2025 has been revised upwards to 6 percent, an
increase of 0.8 percentage point relative to the spring forecast.
The DDID free-trade zone expansion fueled a surge in activity, with
the construction sector expanding by 12 percent year-on-year in
2025H1 as infrastructure projects advanced; telecoms grew 7 per-
cent amid rising digital demand; tourism edged up 3.4 percent; and
fisheries surged 42 percent, buoyed by new facilities and exports.
These gains, alongside fresh investment in logistics and energy cor-
ridors, have fueled domestic demand and softened global head-
winds. Ethiopia's steady trade flows have added further stability,
signaling a gradual diversification of Djibouti's growth base.

Poverty has declined in recent years: the share of people living be-
low $3.00/day fell from 25.4 percent to an estimated 19.3 percent
between 2017 and 2025, while the $4.20/day poverty rate dropped
from 43.7 to 33.8 percent over the same period, and is projected
to decrease to 30.3 percent by 2027. Still, poverty remains wide-
spread. The 2024 Population Census, the 2025 household survey,
and Djibouti's first labor statistics survey are expected to sharpen
measurement and guide targeted, evidence-based policies.

In 2025, Djibouti posted a fiscal surplus, breaking years of deficit,
thanks to tighter spending discipline and improved revenue mobi-
lization, aided by the dissolution of the SWF and increased revenue
from military base leases. This enabled a modest reduction in pub-
lic debt, though debt sustainability pressures remain. On the exter-
nal side, softer port earnings weigh on the current account, while
import dependency persists. Inflation is projected to stay moderate
at 1.6 percent, supported by lower oil prices and confidence in the

currency peg. While reserve coverage remains low, prudent moni-
toring will be critical to safeguard monetary stability.

Qutlook

Djibouti's medium-term outlook is cautiously optimistic, an-
chored in its ports and logistics backbone, with throughput ex-
pected to stabilize after the recent downturn. Public investment
in transport and energy infrastructure should sustain momentum,
but unless electricity costs fall the private sector may struggle to
gain competitiveness.

Djibouti's fiscal balance is projected to shift from a 0.8 percent sur-
plus in 2025 to a deficit of 0.3 percent in 2026, before recovering to
0.3 percent in 2027, amid revenue fluctuations and spending pres-
sures linked to the planned port expansion and renewable energy
projects. Debt sustainability remains a concern, with external debt
service absorbing a large share of government income. Balancing
fiscal prudence with adequate social spending will be key to easing
poverty. Inflation is projected to stay moderate, helped by stable
oil prices and the currency peg, though susceptible to potential ex-
ternal shocks in global fuel and food markets. The current account
balance is projected to average 14.7 percent of GDP over 2026-27,
partly supported by steady revenue from military bases.

Downside risks include regional tensions affecting Red Sea ship-
ping, global trade and tariffs uncertainty, climate shocks - especial-
ly droughts and water scarcity, and slow progress on energy and
private sector reforms. Yet an upside path exists. A global trade re-
bound, paired with reforms to lower energy costs and build climate
resilience, could unlock investment, generate jobs, and accelerate
poverty reduction.

Recent history and projections 2022 2023 2024 2025e 2026f 2027f
Real GDP growth, at constant market prices 3.7 6.7 6.0 6.0 6.1 6.0
Private consumption -0.6 4.4 5.4 6.7 6.7 6.7
Government consumption -14.3 8.1 12.6 -7.6 -1.3 0.5
Gross fixed capital investment 2.7 12.4 9.4 4.3 -0.1 6.4
Exports, goods and services -12.5 8.4 9.4 13.9 15.0 12.5
Imports, goods and services -6.2 10.4 12.5 13.5 14.5 13.7
Real GDP growth, at constant factor prices 4.0 6.7 6.0 6.0 6.1 6.0
Agriculture -0.5 5.9 5.9 5.9 5.9 5.9
Industry 7.2 10.0 9.7 8.3 8.0 7.8
Services 3.4 6.0 5.2 5.5 5.6 5.5
Employment rate (% of working-age population, 15 years+) 23.6 23.7 23.8 23.8 23.8 23.8
Inflation (consumer price index) 5.1 1.4 2.2 1.6 1.5 1.4
Current account balance (% of GDP) 17.9 15.6 11.5 12.7 15.0 14.3
Fiscal balance (% of GDP) 0.2 -3.3 -2.6 0.8 -0.3 0.3
Revenues (% of GDP) 19.1 17.3 18.1 21.4 18.1 18.9
Debt (% of GDP) 66.5 69.4 66.4 61.4 57.8 54.9
Primary balance (% of GDP) 1.0 -3.1 -2.3 0.9 -0.2 0.5
International poverty rate ($3.00 in 2021 PPP)'2 221 20.8 20.0 19.3 18.2 17.1
Lower middle-income poverty rate ($4.20 in 2021 PPP)'2 39.1 36.9 35.4 33.8 32.0 30.3
Upper middle-income poverty rate ($8.30 in 2021 PPP)'2 76.9 75.1 73.5 71.4 69.9 68.0
GHG emissions growth (mtCO2e) 5.1 2.0 0.9 1.3 2.0 2.5

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on 2017-EDAM. Actual data: 2017. Nowcast: 2018-2024. Forecasts are from 2025 to 2027.
2/ Projection using neutral distribution (2017) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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