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EXECUTIVE SUMMARY

conomic activity eased in 2025 but remained

strong, with real GDP growth estimated at 6.5%

(down from 7.0% in 2024) and per-capita growth
at 4.6%. Growth remained firmly service-led, reflecting
Djibouti’s role as a logistics hub. Services contributed
3.5 percentage points to 2025 growth (from 4.5 points
in 2024), while industry held at 2.4 points and agricul-
ture remained marginal (0.2 point). On the demand
side, growth became more balanced and increas-
ingly driven by the private sector. Private consumption
strengthened (contribution rising to 4.2%, supported
by lower inflation), gross fixed investment rebounded
(8.3%, mainly private and donor-supported), and net
exports shifted from a large drag in 2024 (-7.9%)
to a positive contribution in 2025 (+1.7%) as import
growth eased.

The external backdrop in 2025 was defined
by elevated geopolitical and trade-policy uncertainty,
including tariff escalation and heightened security
risks along Red Sea routes. Djibouti’s direct exposure
to shifts in trade policy was limited given its trade
structure, as imports are concentrated among a few
suppliers (China, India, UAE) and exports overwhelm-
ingly go to Ethiopia (83.55), but second-round effects
through partners and shipping conditions mattered.
Port activity eased from a high base in early 2025,
with softening of port throughput in the second quar-
ter of 2025. The sharpest disruption followed the June
13 escalation of regional conflict, with 2025Q3 falling
to roughly one-quarter of its 2024 peak, led by steep
drops in transshipment and exports. These dynamics

underscore the economy’s high sensitivity to global
trade policy and maritime security conditions.

Inflation remained subdued and imported price
pressures were largely contained by the currency
board, with headline CPI easing sharply from 2.2% in
2024 into near-zero/negative territory in early 2025,
driven mainly by food disinflation. Cross-country
comparisons show that Djibouti’s inflation remained
among the lowest in the region. Nonetheless, imported
inflation exposure is asymmetric, driven less by China
and more by higher-inflation partners such as Japan
and India, reinforcing vulnerability to inflation spikes in
a narrow set of suppliers despite the currency board.

Fiscal performance strengthened in 2025,
returning to a surplus (0.9% of GDP), supported by
improved revenue performance (notably VAT) and
continued discipline on current spending. Expenditure
composition suggests stabilization rather than expan-
sion. Current spending declined to 14.4% of GDP in
2025, helped by a prolonged wage freeze and stream-
lined hiring, while capital spending rebounded to
8.8% of GDP, largely reflecting grant-financed donor
disbursements rather than debt-funded scaling-up.
Current transfers increased modestly, to 3.3% of GDP
in 2025, consistent with expanded support for social
protection.

Djibouti’'s fiscal stance remains strongly
procyclical, with public spending tending to amplify
rather than smooth economic fluctuations. Despite
the absence of natural resource windfalls, spend-
ing dynamics resemble those of many commodity



exporters, reflecting limited fiscal buffers and a policy
framework still closely tied to short-term activity, par-
ticularly through dependence on Ethiopian trade and
transit flows. Strengthening fiscal institutions, particu-
larly mechanisms that enable saving during upswings
and protect priority spending during downturns, will
support macroeconomic stabilization and reduce
vulnerability to external shocks.

Debt dynamics improved, with total public debt
falling to below 65% of GDP in 2025, supported by
consolidation, lower borrowing, and a more cautious
debt stance, partly supported under the World Bank
SDFP-PPA framework. However, vulnerabilities remain.
Debt is still assessed as in distress in the August 2025
IMF-World Bank DSA, reflecting legacy infrastructure
liabilities and sensitivity to shocks. Debt service is rising
again, reaching 3.8% of GDP in 2025, its highest level
since 2019, and tightening the trade-off between ser-
vicing obligations and human development spending,
shifting the policy question from whether debt supports
growth to whether marginal returns remain sufficient as
debt service competes with social priorities.

The monetary and financial sectors remained
broadly stable but warrant close monitoring. Indicators
point to weakening buffers underpinning the currency
board, as foreign asset positions have deteriorated, and
reserve coverage has declined. The banking sector
gained momentum in 2025. Credit to the private sector
expanded and the loan-to-deposit ratio rose, signaling
a shift toward supporting the real economy, but capital
and provisioning buffers have begun to soften.

Looking ahead, the baseline outlook remains
favorable. Under the baseline scenario of sustained
higher oil prices associated with the conflict in the
Middle East, real GDP growth is projected to reach
5.9% in 2026 and to average around 6.4% in 2027-28,
driven by robust private consumption and a recovery
in investment. Inflation is projected to remain moder-
ate, averaging about 2.0% during 2026-28. Fiscal
consolidation is expected to continue, with declining
debt and a modest surplus averaging 0.2% of GDP in
2026-28 under ADEEG (2025-30), even as revenues
fall with lower grants. External surpluses are expected
to remain large, with the current account balance
projected to widen to around 19.2% of GDP in 2026,
before stabilizing near 21.3% in 2027-28.

The medium-term outlook is subject to sig-
nificant downside risks arising from the conflict in the
Middle East, including prolonged maritime disrup-
tions, heightened regional insecurity, shifts in regional
port competition, and greater uncertainty surrounding
external financing flows. Ethiopia’s strong growth
outlook is expected to partly mitigate these risks by
sustaining corridor demand. Over the medium term,
deepening institutional reforms and broadening
domestic spillovers remain essential to translate
resilient growth into jobs and shared prosperity, as
inequality has remained high and growth has been
associated with only marginal employment gains.

Djibouti’s labor market is characterized less
by a shortage of working-age individuals than by
low participation. More than half of the working-age
population (51.8%) is out of the labor force, with stark
gender disparities. While 41.2% of men are employed,
just 20.9% of women hold a job, and 64.1% of working-
age women are inactive. Geography reinforces the
divide. Outside Djibouti City, inactivity reaches 65.1%,
compared with 47.4% in the capital, as in many cases
people in rural areas eventually stop looking for a job
due to lack of opportunities.

Unemployment is high and is heavily con-
centrated among the youth and among women.
The national unemployment rate' stands at 36.2%,
but the burden intensifies for people below 35 (i.e.,
48.1% for young men and 53.5% for young women).
Even among men, unemployment among those aged
16-34 is nearly twice as high as for those aged 35-64
(25.9% versus 13.8%). Among individuals aged 65
and above, employment-to-population ratios drop to
17.8% for men and 7.0% for women, reflecting both
limited opportunities and reduced participation.

Education improves labor market outcomes,
but it does not ensure employment, particularly for
younger cohorts. While 50.6% of employed workers

' Unemployment rates reported here and in Chapter 3 are
based on the first national Labor Force Survey and draw
directly on survey microdata, allowing for detailed disag-
gregation by age, gender, education, and region. These
rates are not directly comparable to the ILO-modeled
unemployment estimates used in the macroeconomic
tables in Chapter 1, which are designed for cross-country
comparability.



have no formal education, 40.3% of the unemployed
hold upper secondary or tertiary degrees, pointing
to weak demand for skills and limited private-sector
absorption. The schoolto-work transition is par-
ticularly challenging, 46.2% of youth aged 16-24 are
NEET (not in education, employment, or training),
with higher rates among women (50.5%) than men
(41.6%). Unemployment among educated youth is
particularly high in Djibouti City. Among young peo-
ple with lower secondary education, unemployment
reaches 63.5% in the capital, compared to 41.7%
elsewhere. Among those with tertiary education it
remains elevated at 50.2% in Djibouti City compared
with 27.5% in other regions.

The structure of employment helps explain why
labor market progress remains slow. Employment is
dominated by wage work, with employees account-

ing for nearly 80% of workers, yet informality is wide-
spread, affecting 52.7% of all workers and an even
higher share of women (60.7%, compared to 47.6%
for men). The private sector is the main employer
but is overwhelmingly informal, with 77.9% of private-
sector jobs lacking formal arrangements, while for-
mal employment is concentrated in the public sector
and international organizations. Regional differences
further reflect this dual structure: services dominate
employment in Djibouti City (70.4% of jobs), whereas
employment outside the capital is more diversified,
with a larger role for agriculture (17.1%) and com-
merce. Together, these patterns point to the need for
policies that ease school-to-work transitions, reduce
informality, and expand private-sector job creation
beyond a narrow urban-services core.
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RESUME

"activité économique a ralenti en 2025 tout en
restant robuste. La croissance réelle du PIB est
estimée a 6,5 % en 2025 (contre 7,0 % en 2024),
et la croissance par habitant a 4,6 %. Lexpansion
demeure tirée par les services, reflet du réle de
Djibouti comme plateforme logistique. Les services
ont contribué a hauteur de 3,5 points de pourcentage
a la croissance en 2025 (contre 4,5 points en 2024),
tandis que l'industrie a apporté 2,4 points et I'agricul-
ture 0,2 point. Du c6té de la demande, la croissance
est devenue plus équilibrée et davantage portée
par le secteur privé : la consommation privée s’est
renforcée, l'investissement fixe brut a rebondi et les
exportations nettes sont passées d’une contribution
fortement négative en 2024 (-7,9 points) a une contri-
bution positive en 2025 (+1,7 point), a mesure que la
croissance des importations ralentissait.
Lenvironnement extérieuren 2025 a été marquée
par une forte incertitude géopolitique et commerciale,
notamment I'escalade tarifaire et I'aggravation des
risques sécuritaires sur les routes de la mer Rouge.
Lexposition directe de Djibouti aux changements de
politique commerciale est restée limitée, compte tenu
de la structure de ses échanges : les importations
sont concentrées auprés de quelques fournisseurs
(Chine, Inde, Emirats arabes unis) et les exportations
sont principalement destinées a I'Ethiopie (83,5 %).
Les effets de second tour, via les partenaires com-
merciaux et les conditions de transport maritime, ont
toutefois compté. Lactivité portuaire s’est tassée a
partir d’'un niveau élevé au début de 2025, avec un

ralentissement au deuxieme trimestre. La perturbation
la plus marquée a suivi I'escalade du conflit régional
du 13 juin : au troisieme trimestre 2025, le trafic est
retombé a environ un quart de son pic de 2024,
sous l'effet de fortes baisses du transbordement et
des exportations. Ces évolutions soulignent la forte
sensibilité de I'économie a la politique commerciale
mondiale et aux conditions de sécurité maritime.

Linflation est restée modérée et les pressions
liees aux prix importés ont été largement contenues
par le régime de caisse d’émission. LIPC global est
passeé de 2,2 % en 2024 a des niveaux proches de
zéro, voire négatifs, au début de 2025, principalement
sous l'effet de la désinflation alimentaire. Les com-
paraisons internationales montrent que linflation a
Djibouti est restée parmi les plus faibles de la région.
Néanmoins, I'exposition al'inflation importée demeure
asymetrique : elle est moins liée a la Chine qu’a des
partenaires ou linflation est plus élevée, comme le
Japon et I'Inde, ce qui accroit la vulnérabilité a des
hausses de prix concentrées chez un nombre limité
de fournisseurs.

La performance budgétaire s’est améliorée
en 2025, avec un retour a I'excédent (0,9 % du
PIB), soutenu par une meilleure mobilisation des
recettes — notamment de TVA — et par le maintien
de la discipline sur les dépenses courantes. La
structure des dépenses suggére une stabilisation
plutét qu’'une expansion. Les dépenses courantes ont
reculé a 14,4 % du PIB en 2025, sous l'effet du gel
prolongé des salaires et d’une gestion plus resserrée
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des recrutements, tandis que les dépenses d’inves-
tissement ont rebondi a 8,8 % du PIB, principalement
grace aux décaissements de bailleurs financés par
des dons. Les transferts courants ont augmenté
modérément, a 3,3 % du PIB, en cohérence avec
I'élargissement du soutien a la protection sociale.
Lorientation
fortement procyclique, les dépenses publiques ayant
tendance a amplifier plutét qu’a lisser les fluctuations
économiques. Malgré I'absence de rentes issues des

budgétaire de Djibouti reste

ressources naturelles, la dynamique des dépenses
ressemble a celle de nombreux pays exportateurs
de matieres premieres, du fait de faibles marges de
sécurité budgétaires et d’'un cadre de politique encore
étroitement lié a I'activité de court terme, en particulier
via la dépendance au commerce et au transit éthio-
piens. Le renforcement des institutions budgétaires
— notamment des mécanismes permettant d’épargner
en période d’expansion et de protéger les dépenses
prioritaires en période de ralentissement — favoriserait
la stabilisation macroéconomique et réduirait la vulné-
rabilité aux chocs extérieurs.

La dynamique de la dette s’est améliorée,
la dette publique totale passant sous 65 % du PIB
en 2025, grace a l'assainissement budgétaire, a la
baisse des emprunts et a une gestion plus prudente
de I'endettement, partiellement soutenue par le cadre
SDFP-PPA de la Banque mondiale. Les vulnérabilités
demeurent toutefois importantes. La dette reste
évaluée comme étant en situation de surendettement
dans l'analyse conjointe de viabilit¢ de la dette
realisee par le FMI et la Banque mondiale en aodt
2025, en raison du poids des engagements hérités
des infrastructures et de sa sensibilité aux chocs.
Le service de la dette repart a la hausse, atteignant
3,8 % du PIB en 2025, son niveau le plus élevé depuis
2019, ce qui renforce l'arbitrage entre le paiement
des obligations et le financement du développement
humain. La question de politique économique se
déplace ainsi : il ne s’agit plus seulement de savoir si
|la dette soutient la croissance, mais si les rendements
marginaux restent suffisants lorsque le service de la
dette concurrence les priorités sociales.

Les secteurs monétaire et financier sont restés
globalement stables, mais nécessitent un suivi étroit.
Les indicateurs montrent un affaiblissement des

coussins qui soutiennent la caisse d’émission, les
positions en actifs extérieurs s’étant détériorées et
la couverture des réserves ayant reculé. Le secteur
bancaire a gagné en dynamisme en 2025. Le crédit
au secteur privé s’est accru et le ratio crédits/depots
a augmenté, signalant une orientation plus marquée
vers le soutien a I'économie réelle, mais les coussins
de capital et de provisionnement ont commencé a
s’éroder.

A moyen terme, le scénario de référence
demeure favorable. Dans I'hypothése de prix du
pétrole durablement plus élevés en lien avec le
conflit au Moyen-Orient, la croissance du PIB réel
devrait atteindre 5,9 % en 2026, puis s'établir en
moyenne autour de 6,4 % en 2027-2028, portée par
la vigueur de la consommation privée et la reprise de
I'investissement. Linflation devrait rester modérée, a
environ 2,0 % en moyenne sur la période 2026-2028.
La consolidation budgétaire devrait se poursuivre,
avec une baisse de la dette et un excedent modeste
de 0,2 % du PIB en moyenne entre 2026 et 2028
selon I'ADEEG (2025-2030), méme si les recettes
diminuent en raison de la baisse des subventions.
Les excédents extérieurs devraient rester importants,
le solde du compte courant devant s’élargir pour
atteindre environ 19,2 % du PIB en 2026, avant de se
stabiliser autour de 21,3 % en 2027-2028.

Les perspectives a moyen terme restent toute-
fois exposées a d'importants risques baissiers liés au
conflit au Moyen-Orient, notamment des perturbations
maritimes prolongées, une aggravation de I'insécurité
réegionale, des changements dans la concurrence
portuaire régionale, ainsi qu’'une incertitude accrue
entourant les flux de financement extérieur. Les fortes
perspectives de croissance de I'Ethiopie devraient
atténuer partiellement ces risques en soutenant
la demande sur le corridor. A moyen terme, I'ap-
profondissement des réformes institutionnelles et
I'élargissement des retombées domestiques restent
essentiels pour transformer une croissance résiliente
en emplois et en prospérité partagée, alors que les
inégalités demeurent élevées et que la croissance ne
s’est traduite que par des gains d’emploi limités.

Le marché du travail djiboutien se caractérise
moins par une pénurie de population en age de
travailler que par une faible participation. Plus de la



moitié de la population en age de travailler (51,8 %) est
hors de la population active, avec de fortes disparités
de genre. Alors que 41,2 % des hommes occupent
un emploi, seules 20,9 % des femmes en ont un, et
64,1 % des femmes en age de travailler sont inactives.
Les écarts géographiques renforcent cette fracture :
hors de Dijibouti-ville, I'inactivité atteint 65,1 %, contre
47,4 % dans la capitale, ce qui souligne la faiblesse des
opportunités d’'emploi au-dela du principal pdle urbain.

Le chémage est élevé et fortement concentré
chez les jeunes et les femmes. Le taux de chémage
national® s'établit a 36,2 %, mais la charge est plus
lourde pour les moins de 35 ans (48,1 % pour les
jeunes hommes et 53,5 % pour les jeunes femmes).
Méme parmi les hommes, le chémage des 16-34 ans
est prés de deux fois plus élevé que celui des 35-64
ans (25,9 % contre 13,8 %). Chez les personnes de
65 ans et plus, les ratios emploi-population chutent
a 17,8 % pour les hommes et 7,0 % pour les femmes,
reflétant a la fois la rareté des opportunités et le recul
de la participation.

L'éducation améliore les résultats sur le mar-
ché du travail, mais elle ne garantit pas I'emploi, en
particulier pour les jeunes cohortes. Alors que 50,6 %
des travailleurs occupés n‘ont aucune instruction
formelle, 40,3 % des chémeurs détiennent un dipléme
du secondaire supérieur ou de I'enseignement
supérieur, ce qui indique une faible demande de
compeétences et une capacité d’absorption limitée
du secteur privé. La transition entre I'école et 'emploi
est particulierement difficile : 46,2 % des jeunes de
16 a 24 ans sont PEEF (pas aux études, ni en emploi,
ni en formation), avec des taux plus élevés chez les
femmes (50,5 %) que chez les hommes (41,6 %).
Le chémage des jeunes instruits est particulierement
élevé a Djibouti-ville. Parmi les jeunes ayant un niveau

du premier cycle du secondaire, il atteint 63,5 % dans
la capitale, contre 41,7 % ailleurs. Parmi ceux ayant
un dipldbme de l'enseignement supérieur, il reste
élevé a 50,2 % a Djibouti-ville, contre 27,5 % dans les
autres régions.

La structure de I'emploi contribue a expliquer la
lenteur des progrés du marché du travail. Lemploi est
dominé par le salariat : les salariés représentent pres
de 80 % des travailleurs, mais l'informalité demeure
tres répandue, touchant 52,7 % de I'ensemble des
travailleurs et une part encore plus importante des
femmes (60,7 %, contre 47,6 % pour les hommes).
Le secteur privé est le principal employeur, mais il
reste largement informel, avec 77,9 % des emplois
privés dépourvus de formalisation, tandis que
I'emploi formel est concentré dans le secteur public
et les organisations internationales. Les différences
régionales refletent également cette dualité : les
services dominent I'emploi a Djibouti-ville (70,4 % des
emplois), tandis qu’en dehors de la capitale 'emploi
est plus diversifié, avec un rdle plus important de
I'agriculture (17,1 %) et du commerce. Ensemble, ces
tendances soulignent la nécessité de politiques faci-
litant la transition école-emploi, réduisant I'informalité
et favorisant la création d’emplois privés au-dela d’'un
noyau étroit de services urbains.

2 Lestaux de chdmage présentés ici et au chapitre 3 sont
calculés d’aprés la premiére enquéte nationale sur la
population active et s’appuient directement sur les micro-
données de cette enquéte, ce qui permet une ventilation
détaillée par age, sexe, niveau d’éducation et région.
Ces taux ne sont pas directement comparables aux esti-
mations du chémage modélisées de I'OIT utilisées dans
les tableaux macroéconomiques du chapitre 1, qui sont
congues pour permettre des comparaisons entre pays.
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INTRODUCTION

he World Bank’s Djibouti Economic Monitor

(DEM) provides a regular review of major

recent economic developments in Djibouti
and the key structural challenges the country must
address to achieve faster, more sustained, and more
inclusive growth and development. Each edition
summarizes recent developments in growth, infla-
tion, the external sector, public finances, debt, and
the monetary and financial sectors, while situating
Djibouti's trajectory within regional and structural
comparators.

This edition, covering the period 2020-2025,
examines how Djibouti’s main macroeconomic aggre-
gates evolved in response to the global recovery and
recent swings in commodity prices. It also addresses

the persistent tightness of fiscal space by assessing
efforts to mobilize domestic revenues with a view to
increasing government’s capacities to boost growth
and foster shared prosperity while improving the
country’s resilience to external shocks. The last part
of the report analyzes labor market structure, skills
development, and gender disparities, drawing on
the first two quarters of Djibouti’s pioneering Labor
Force Survey (EDST) conducted in 2025 by the
National Institute of Statistics (INSTAD). This chapter
provides new evidence on some aspects of Djibouti’s
labor market including: patterns of inactivity, youth
unemployment, the schoolto-work transition, the
prevalence of informal employment, and the structural
mismatches that constrain inclusive job creation.
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RECENT ECONOMIC
DEVELOPMENTS

KEY MESSAGES

U Economic activity eased in 2025 but remained resilient amid heightened global uncertainty. However,

.1. Economic activity moderated

growth is still increasingly concentrated in services, while industry cools and agriculture barely registers.
After outperforming peers in 2023, growth has converged toward averages, while per-capita GDP growth,
at 4.6% in 2025, still trails aspirational peers as population growth.

Stability holds, but the cushions are thinner. Inflation remains low under the currency board, fiscal balances
are improving, and debt is edging down. At the same time, reserve coverage is weakening, debt service is
rising, and banking buffers are softening, leaving less room for error.

The outlook remains solid, but the risks are external and rising. Medium-term growth, near 6.4%, looks
achievable, anchored in trade and investment. Yet, heavy exposure to global trade tensions, the conflict
in the Middle East, the associated risk of Red Sea disruptions, and Ethiopia-linked transit flows means
durability will depend on diversifying growth and making it more employment-rich.

in 2024, with the deceleration largely reflecting a softer
impulse from services after a strong previous year.
The composition of growth also remains more service

in 2025 but remained resilient
amid heightened global

uncertainty

Growth in economic activity eased in 2025 but
remained strong and is still heavily concentrated in
trade-related services, leaving Djibouti vulnerable
to global trade policy uncertainty. Output is
estimated to expand by 6.5% in 2025, easing from 7.0%

driven. Services contributed about 3.5 percentage
points to 2025 growth (down from 4.5 in 2024), industry
held at 2.4% and agriculture remained marginal at
0.2%, with a small residual likely reflecting net taxes
and subsidies (Figure 1.1a). Compared with the
pre-pandemic years (2017-2019), the headline pace
remains broadly similar, but the reliance on services



FIGURE 1-1 « GDP growth (sectoral and aggregate demand contributors, %)

a. Real growth remains firmly service-led...
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FIGURE 1-2 « Real GDP growth and growth per capita in Djibouti and peers (%)

a. Growth has remained solid, even after the post-rebound normalization phase...

b. ...per-capita growth has also recovered since COVID but remains uneven
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is more pronounced, echoing the 2023 surge when
services contributed 5.4 points. Per capita GDP growth
is estimated at 4.6% in 2025 (below the 5.4% and 4.9%
recorded in 2024 and 2023, respectively), suggesting
that solid headline expansion is still translating into
rising living standards, though the gains now appear
steady rather than exceptional.

Private consumption, gross fixed invest-
ment (mainly private), and next exports have
been the main growth drivers in 2025 on the
demand side. Private consumption strengthened,
contributing 4.2 percentage points compared to 3.4 in

2024, supported by lower inflation that helped restore
household purchasing power. Gross fixed investment
rebounded markedly, contributing 3.3 percentage
points after being broadly neutral (0.1%) in 2024,
reflecting renewed capital spending, including private
and donor-supported projects (Figure 1.1b). At the
same time, net exports shifted from a significant drag
in 2024 (-7.9 percentage points) to a positive contri-
bution in 2025 (+1.7), consistent with lower import
growth and an improved trade balance. In contrast,
government consumption turned negative (-0.8 per-
centage points), reflecting continued fiscal restraint.

DJIBOUTI ECONOMIC MONITOR - LABOR MARKET STRUCTURE AND THE SCHOOL-TO-WORK TRANSITION



Benchmarked against peers,® Djibouti’s
post-pandemic rebound remains robust. The
country outperformed regional and structural com-
parators in 2023, reflecting a sharp cyclical upswing
in port activity, particularly transshipment, logistics,
and infrastructure-related services (Figure 1-2a). This
underscores a growth model capable of delivering
swift recovery relative to peers. However, its narrow
concentration and limited domestic spillovers mean
that sustaining this momentum will be critical as
external demand and transit flows normalize. Despite
a more challenging global environment, real GDP per
capita growth remained strong at an estimated 4.6%
in 2025, moderating slightly from 5.1% in 2024 but
still well above regional (1.0%), structural (3.7%), and
aspiration peers (3.5%) (Figure 1-2b).

The global trade environment in 2025
was marked by heightened uncertainty. Major
economies have engaged in tariff escalations, tight-
ened export restrictions, and recalibrated industrial
policies reshaping global supply chains. The linger-
ing effects of pandemic-era disruptions, coupled with
slowing global growth, have amplified protectionist
tendencies. At the same time, maritime trade routes,
particularly in the Red Sea and Suez Canal, are facing
security threats and rising insurance costs, driven
in part by the conflict in the Middle East and related
regional tensions. These dynamics have continued to
reconfigure shipping routes, drive up costs, and create
both risks and opportunities for countries strategically
positioned along key transit corridors. Against this

backdrop, the global uncertainty index rose sharply
from 31.1 to 128.2 in the first half of 2025, an increase
of 311.6% year-on-year. Uncertainty escalated further
in the second half of 2025, reaching 342.2%, y-o-y,
underscoring the persistence of global trade and
geopolitical tensions (Figure 1-3a). Similarly, trade
uncertainty has mirrored the broader surge in global
uncertainty, reflecting the implementation of US recip-
rocal tariffs and the resulting escalation in trade policy
tensions. (Figure 1-3b).

These uncertainties have not been fully
neutral for Djibouti’s economy, which is uniquely
exposed to global trade and geopolitical shifts
given its strategic location at the mouth of the
Red Sea and its heavy reliance on port, logistics,
and transit services, particularly those serving
landlocked Ethiopia. International trade policy
changes can directly affect Djibouti through fluc-
tuations in cargo volumes, shifts in shipping routes,
and changes in the cost and reliability of maritime
transport. Similarly, geopolitical instability in the
region can influence investor sentiment, increase
operational risks, and alter the flow of goods through
its ports. While trade diversion resulting from tariffs
and route disruptions could boost port activity, such
gains may be offset by broader slowdowns in global

3 Regional peers = Egypt, Jordan, Lebanon, Morocco,
Tunisia; Structural peers = Benin, Cabo Verde, The
Gambia, Sri Lanka, Togo; Aspirational peers = Jamaica,
Mauritius, Panama, Rwanda, Trinidad and Tobago.

FIGURE 1-3 « World uncertainty and world trade uncertainty index, Q1-1990-Q4-2025

a. The World Uncertainty Index increased markedly in 2025...
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FIGURE 1-3 « World uncertainty and world trade uncertainty index, Q1-1990-Q4-2025 (continued)

b. ...partly driven by a surge in the World Trade Uncertainty Index, following the escalation of trade policy tensions and the implementation of new tariff measures

GDP weighted average

300

250

200

150

100

50

O__/\ /\ /\.
B O© I~ 0 0O O — A MO I 1B O© >~ 0 OO O — N OO - IO O© M~ 0O OO O — N OO < W
o OO O O O O O O O O O O OO O 99 =~ — — ™ ™ ™ ™ ™ — T o &N o N N v
D OO OO O OO O O O O O O O O O O O O O O O O O O O o o o o o o O
o o o § § § g §f § g g § §f g § § g § § & § § & § § & & & &f
B S A o o S~ A S S~ S~ S~ S~ S~ O~ O~ A S~ A A~ S S~ S S~ S~ S~ S S~ S~ S S SR
g o o o o o oo oo oo oo oo oo oo o oo oo oo oo oo oooooo

Source: Ahir, H, N Bloom, and D Furceri (2022), “World Uncertainty Index”, NBER Working Paper.

trade and reduced investment appetite if uncertainty
persists.

The direct impact of the ongoing global
trade tariff disputes on Djibouti’s economy was
limited, given its relatively modest direct trade
exposure to the major economies engaged in
tariff escalations. As shown in the import structure,*
while China (17.7%), India (14.5%), and the United

The import profile reflects Djibouti’s role as a regional
trade and logistics hub, with many imports likely intended
for re-export or transit to neighboring countries, espe-
cially Ethiopia. Smaller shares from partners such as the
European Union, Japan, Oman, and Singapore indicate
some diversity, but the reliance on a few major Asian
and Gulf suppliers exposes Djibouti to potential external
shocks, such as tariff hikes, supply chain disruptions,

FIGURE 1-4 - Djibouti’s top import sources and exports destinations (% of total imports and total

exports in 2023)

a. Djibouti’s trade is highly concentrated, with imports sourced from a few key partners...
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FIGURE 1-4 - Djibouti’s top import sources and exports destinations (% of total imports and total

exports in 2023) (continued)

b. ...while exports are overwhelmingly destined for Ethiopia
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Arab Emirates (11.4%) are key suppliers (Figure 1-4a).
Djibouti’s exports are overwhelmingly concentrated
in a single market, Ethiopia, accounting for 83.5% of
total exports (Figure 1-4b). This concentration means
that any direct tariff measures targeting Djibouti’s
exports to other partners would have a relatively small
immediate effect.

The potential knock-on effects through
Ethiopia and other key trading partners could
have been far more pronounced. Djibouti's
port volumes surged through 2024, led by a

transshipment-heavy upswing, then eased from that
high base in early 2025. Following the United States’
across-the-board imposition of reciprocal tariffs on
April 5, 2025, trade-related uncertainty rose among
Djibouti’'s main import partners (Figure 1-5a). This

or geopolitical tensions in those economies. This con-
centration means that global trade policy changes or
disruptions in these top suppliers could have outsized
effects on Djibouti’s import prices, availability of goods,
and overall economic stability.

FIGURE 1-5 « Production indices by major sector and logistics trade performance (2023Q1-2025Q3)

a. Trade uncertainties among Djibouti’s major trading partners have increased in 2025...
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FIGURE 1-5 « Production indices by major sector and logistics trade performance (Q1-2023-Q3-2025) (cont.)

b. ...and have coincided with a moderation in port traffic, reflected in a gradual softening of overall throughput
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episode coincided with a modest decline in port
throughput in the second quarter of 2025, consistent
with Djibouti’s limited direct exposure to US-bound
cargo and the predominantly regional orientation of
its trade corridor. (Figure 1-5b). The decisive shock
arrives with the June 13, 2025, start of the Israel-Iran
war. In the third quarter, throughput fell sharply to
roughly one-quarter of its 2024 peak, with the steep-
est declines recorded in transshipment and exports
cargos, while imports throughput also retreated.
This contraction also followed the large-scale air
and naval strikes launched by the United States
against Houthi targets in Yemen, which heightened
security risks and disrupted shipping flows through
the corridor.

1.2. Inequality has barely budged
since 2017, and in the post-
COVID era growth has translated
into only marginal gains in
employment

Djibouti’s position in the distribution of Gini coef-
ficients highlights the persistence of relatively
high income inequality. With a Gini coefficient
of 0.38 (2017), Djibouti sits well above many coun-
tries in the sample, where coefficients cluster in the

low-to-mid 0.30s, and closer to economies exhibit-
ing pronounced income concentration (Figure 1-6a).
This level of inequality suggests that a large share
of national income accrues to a relatively small seg-
ment of the population. The structure of growth helps
explain this outcome. Capital-intensive sectors such
as ports, logistics, and major infrastructure proj-
ects account for a significant share of value added,
yet absorb only a limited portion of the labor force.
As a result, while headline GDP growth has aver-
aged around 3-4% in recent years, the distributional
impact has been muted, leaving inequality high rela-
tive to peers.

The growth-employment relationship
between 2020 and 2024 reinforces this
diagnosis, albeit with some nuance. Over this
period, Djibouti’s economic growth was associated
to a cumulative 0.24 percentage point decline in
the unemployment rate, indicating a modest but
positive relationship between output expansion
and labor-market gains (Figure 1-6b). However, this
improvement is modest compared with peers that
achieved larger reductions in unemployment at
growth rates. Djibouti’s position in the growth-unem-
ployment scatter plot suggests that job creation
has lagged output expansion, reflecting capital
intensity, skills mismatches, and a narrow private-
sector base. While growth has helped stabilize labor

DJIBOUTI ECONOMIC MONITOR - LABOR MARKET STRUCTURE AND THE SCHOOL-TO-WORK TRANSITION



FIGURE 1-6 - Shared prosperity in Djibouti compared to African countries, 2017-2025
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market outcomes, it has not been strong or inclusive
enough to significantly lower unemployment or
reduce inequality, underscoring the need for a more
employment-rich growth model. A job-rich growth
model should reduce barriers for MSMEs by simpli-
fying regulation, expanding access to finance, and
clearing public arrears. In addition, Djibouti should
envision to turn ports and logistics into a broader
domestic jobs engine through supplier linkages,
skills upgrading, and local service contracts, while
accelerating economic
intensive sectors, digital services, tourism, fisheries,
renewable energy, and light manufacturing, where
private firms can create jobs at scale.

diversification into labor-

1.3. Inflation remains subdued in
2025, shielded by the currency
board despite global trade
uncertainty

Inflation dynamics in 2025 point to a sharp
cooling. Headline CPI eased from about 3.5-4% y/y
in H1-2024 to near zero in H2-2024, before turning
mildly negative in H1-2025 (around -1% vy/y). This
disinflation was driven primarily by food and non-
alcoholic beverages, where inflation swung from
roughly +5% y/y in H1-2024 to about -2.5% in H1-
2025, reflecting lower global food prices and rapid
pass-through to domestic markets (Figure 1-7a).

RECENT ECONOMIC DEVELOPMENTS



FIGURE 1-7 « Consumer price index in Djibouti compared to peers (% year-on-year)

a. Inflation remains subdued...
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By H2-2025, headline inflation is estimated to
edge back into positive territory at around 0.5% y/y,
as food prices stabilize. Inflation in housing, water,
gas, and electricity continues its steady deceleration
from about 3% y/y in early 2024 to close to zero.
Prices for furniture and household maintenance rise
gradually to around 2% y/y, but remain insufficient to
materially lift overall inflation.

The cross-country comparison under-
scores the relatively modest nature of Djibouti’s
inflationary pressures. While regional inflation
surged above 55% in 2022-2023 and, despite
easing, is still estimated at around 9-10% in 2025,
Djibouti’'s CPI has stayed below 2% throughout and
is estimated at roughly 1% in 2025, broadly aligned
with structural and aspirational peers (Figure 1-7b).
This gap reflects the disciplining role of Djibouti’s
currency board arrangement, which anchors the
Djiboutian franc to the US dollar, tightly constrains
monetary expansion,
through of global disinflation. Heightened global
trade policy uncertainties, including tariff increases

and ensures swift pass-

and supply-chain re-routing, have had only a mar-
ginal impact, as Djibouti’'s small, open economy
continues to import price stability through the
exchange-rate peg and subdued domestic demand
(Figure 1-8a and 1-8b).

1.4. Fiscal discipline has been
maintained and needs to be
consolidated

The fiscal position in 2025 reflects a cautious
recovery after several years of strain, with
headline balances improving but vulnerabilities
still evident. The overall fiscal balance improved
in 2025 compared with the trough in 2023-2024,
driven by a modest rebound in revenues and some
restraint on expenditure growth (Figure 1-9a). While
total revenues trend upward after bottoming out in
2023, spending also rises in parallel, limiting the pace
of consolidation. The result is a fiscal stance that is
more stable than in previous years but still exposed to
shocks, as deficits remain sensitive to fluctuations in
activity and financing conditions.

The overall fiscal balance has traced a vola-
tile butimproving path relative to peers since 2020.
The deficit widened to around 2-3% of GDP in
2020-2021, before narrowing sharply in 2022, when
it briefly moved close to balance (around 0% of GDP),
outperforming both regional and structural compara-
tors that remained in deficits of 5-7% (Figure 1-9b).
The improvement was short-lived, as the deficit dete-
riorated again to roughly 3% in 2023 and 4% in 2024,
reflecting renewed spending pressures and slower



FIGURE 1-8 - Price trends in major import partners (2025) and their CPI contributions (2020-2025)

a. Inflation pressures vary widely across Djibouti’s import partners
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FIGURE 1-9 - Overall fiscal balance in Djibouti and peers (% of GDP), 2020-2025

a. Fiscal consolidation has improved headline balances, but underlying
pressures remain

30 2
25 !
0
20 1
15 -2
10 B
-4
° -5
2020 2021 2022 2023 2024 2025 Est )
M Overall fiscal balance W Overall fiscal balance, excl grants

—Total revenues and grants ~ — Total expenditures

b. Djibouti outperforms peers by returning to fiscal surplus, but sustainability
risks persist

: N

-10

-12

-14
2020 2021 2022 2023 2024 2025 Est

—Djibouti  —Regional = Structural — Aspirational

Source: Authors’ estimates based on MFMOD and WEOQ database, accessed January 25, 2026.

revenue growth. In 2025, the balance is estimated
to edge back into surplus at about 0.9% of GDP, set-
ting Djibouti apart from regional peers and structural
peers. The 2025 outcome underscores a notable fiscal
adjustment relative to peers, though its sustainability
will depend on sustaining revenue gains and contain-
ing expenditure pressures beyond the short term.

On the revenue side, figures point to a
gradual strengthening of Djibouti’'s tax base
in 2025, albeit with uneven dynamics across
instruments. VAT continues to be the backbone
of domestic revenue, posting a noticeable increase
in 2025 compared with the previous two years,
suggesting improved compliance and a pickup in

RECENT ECONOMIC DEVELOPMENTS



consumption (Figure 1-10a-b). Income taxes also
edge higher, while non-tax revenues recover after
a dip, reflecting stronger fee and administrative
charge revenue. By contrast, taxes on property
and excise duties remain relatively small and volatile,
underscoring the limited diversification of revenue
sources and the continued reliance on a narrow set
of taxes.

The expenditure profile in 2025 suggests
stabilization after a period of sharp adjustment,
rather than a renewed expansion. Total spend-
ing fell decisively from 25.4% of GDP in 2020 to a
trough of 18.8% in 2022, before recovering modestly
and flattening at about 20.6-20.7% in 2023-2025
(Figure 1-11a).
dominant component but has been brought down
structurally, from 18.4% of GDP in 2020 to 14.4% in
2025, reflecting restraint in recurrent outlays, freeze
in public wage increases, and the recruitment of
new civil servants. Wage spending has continued

Current expenditure remains the

to ease gradually, declining from 6.2% of GDP in
2021 to 5.2% in 2025, while interest costs remain
low and stable at around 0.2%, helping contain
immediate fiscal pressures despite limited buffers
(Figure 1-11b).

Capital expenditure follows a more cau-
tious and cyclical path. After contracting from 7.2%

of GDP in 2020 to 5.5% in 2024, capital expenditure,

largely grant-financed, rebounded to 8.8% of GDP in
2025. This increase primarily reflected the disburse-
ment of externally financed investment projects rather
than a shift toward debt-funded expansion. As such, it
signaled a measured resumption of public investment
activity, anchored in donor-supported infrastructure
programs, rather than a return to the earlier period
of domestically or non-concessionally financed infra-
structure scaling-up.

Current transfers remained broadly stable
between 2021 and 2024, averaging around 3.1%
of GDP, before rising modestly in 2025. After hold-
ing at 3.2% of GDP in 2021-2022, transfers eased
slightly to 3.0% in 2023 and remained there in 2024,
reflecting a period of expenditure restraint. In 2025,
however, current transfers are estimated to increase
to 3.3% of GDP, a 0.3 percentage point uptick relative
to 2024. This marginal increase reflects expanded
support for social protection programs, likely aimed at
cushioning vulnerable households amid external and
domestic pressures.

Djibouti stands out as a clear case of per-
sistent fiscal procyclicality. The country lies in the
upper-right quadrant, indicating that public spending
has tended to amplify rather than smooth economic
cycles both historically (2013-19) and more recently
(2019-24) (Figure 1-12a).
countries that have gradually shifted toward counter-

This contrasts with

FIGURE 1-10 -« Revenue sources and composition (% of GDP, 2020-25)

a. Revenue recovery since 2023 is driven by taxes, while grants and other revenues
remain volatile
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FIGURE 1-11 « Public spending trends and composition (% of GDP, 2020-25)

a. Public spending is stabilizing after earlier cuts, but remains dominated by current
expenditures...
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cyclical policies as macro frameworks strengthened.
The country’s position suggests that spending con-
tinues to rise during upswings and adjusts downward
during slowdowns, limiting the role of fiscal policy as
a stabilizer. Also, Djibouti appears among the more
procyclical countries, reinforcing the picture of a fis-

cal stance that remains closely tied to shortterm
economic conditions rather than medium-term stabi-
lization objectives (Figure 1-12b).

When compared with oil-rich and mineral-
exporting economies, the country’s experience is
mixed but revealing. Several resource-rich countries,

FIGURE 1-12 - Djibouti’s fiscal policy procyclicality in a cross-country perspective, 2013-2024

a. Djibouti sits firmly in the procyclical quadrant, with limited countercyclical capacity
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FIGURE 1-12 - Djibouti’s fiscal policy procyclicality in a cross-country perspective, 2013-2024 (continued)

b. Spending patterns confirm Djibouti’s procyclical bias
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such as oil exporters benefiting from windfall rev-
enues, also exhibit strong procyclicality, reflecting the
political and institutional difficulty of saving during
booms. However, some peers with hydrocarbons or
minerals have moved closer to the center or even
toward countercyclicality, often supported by stabiliza-
tion funds, fiscal rules, or stronger budget institutions.
Djibouti, despite lacking natural resource windfalls,
mirrors the procyclical bias seen in many commodity
exporters, largely reflecting its structural dependence
on Ethiopian trade and transit activity. The compari-
son underscores a missed opportunity. Without oil
or minerals to cushion shocks, procyclical spending
leaves Djibouti more exposed than resource-rich
peers, highlighting the importance of building fiscal
institutions that can delink public spending from
short-term fluctuations.

1.5. Debt burden is easing, but the
trade-offs are growing

Djibouti’s public debt trajectory in 2025 marks
a gradual easing after years of elevated levels.
Recent data shows general government debt declin-
ing steadily from its 2020 peak, with both external and

domestic components trending downward. In 2025,
total debt declined to below 65% of GDP, reflecting a
combination of fiscal consolidation, lower borrowing,
and a more cautious approach to new debt accumula-
tion, partly supported by the World Bank’s SDFP-PPA
framework (Figure 1-13a). The slight reduction in both
external and domestic debt suggests a balanced
adjustment rather than a simple shift between financ-
ing sources.

Seen in a longerterm perspective,
Djibouti’s debt dynamics look stronger in 2025
than during the pandemic and immediate post-
pandemic years. After peaking at 74.0% of GDP in
2020 and remaining elevated through 2021, debt has
declined steadily to an estimated 63.7% in 2025, fall-
ing below the regional average (65.9%) and well below
structural peers (73.5%), while also edging below
aspirational benchmarks (64.6%) (Figure 1-13b).
This marks a clear break from 2020-2022, when
Djibouti’s debt trajectory closely tracked the most
adverse regional trends and reflected a period of
exceptional stress.

Data also suggest that improved metrics
do not eliminate underlying vulnerabilities. While
the downward trend is encouraging, the legacy of
externally financed infrastructure continues to weigh
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FIGURE 1-13 « Djibouti’s public debt trends and patterns compared to peers (% of GDP, 2020-25)

a. Public debt is on a declining path, driven mainly by lower external borrowing...
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on the balance sheet, leaving debt sustainability
sensitive to growth, exports, and financing conditions.
In this sense, 2025 appears more a transition year
than an endpoint. Debt risks have eased materially,
but durable sustainability will depend on maintain-
ing fiscal discipline and ensuring that both past and
future borrowing delivers stronger and more reliable
economic returns.

The recent improvement in headline indica-
tors does not alter the overall risk assessment.
The latest joint IMF-World Bank DSA of August 2025
continues to classify Djibouti’s debt as in distress and
unsustainable,
despite the declining debt ratio. The assessment
underscores that high debt service obligations,
exposure to external shocks, and limited fiscal buffers
still constrain policy space, confirming that debt risks
have not disappeared and that sustained adjustment
and stronger growth dividends from past investments
remain critical to restoring sustainability.

The current debt model is anchored in
public and publicly guaranteed (PPG) borrowing,
reflecting a strategy focused on state-backed
investment rather than broad fiscal expansion.
From 2018 through 2025, guaranteed debt con-
sistently represents around 75-80% of total public
debt, while public debt (non-guaranteed) remains
contained at roughly 20-25% (Figure 1-14a). This
composition has remained strikingly stable over time,

reflecting persistent vulnerabilities

signaling a deliberate reliance on externally financed
and government-backed projects. The structure
suggests that borrowing has been channeled toward
large-scale infrastructure and strategic investments,
rather than recurrent spending, helping to support
growth while limiting direct budgetary exposure.

Between2017-2024,Djiboutioutperformed
its peers on average, despite operating in a global
environment in which debt has been associated
with only marginal returns to growth. With average
debt growth of about 35-40% between 2017-2024,
Djibouti records around 51% average real GDP
growth, well above 2.7% implied by the cross-country
trend line. Most countries see little payoff from borrow-
ing. A 10-percentage-point increase in debt growth
raises GDP growth by just 0.05 percentage points on
average (Figure 1-14b). Peers with similar debt dynam-
ics, such as Nigeria or Algeria, post growth closer to
2%, while high-debt growers like Zambia exceed 100%
debt growth yet achieve only around 4% GDP growth.
Djibouti’s relative success indicates that debt has been
more productive than elsewhere, though it remains the
exception rather than the rule.

That growth dividend, however, is increas-
ingly tempered by a rising debt service burden.
After peaking at over US$ 420 million (an equivalent
14.0% of GDP) in 2018, total debt service fell sharply
to single-digit levels between 2019 and 2023, before
rebounding to around 2.6% of GDP in 2024 and an
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FIGURE 1-14 - Debt has supported growth, but with diminishing returns and rising constraints

a. Publicly guaranteed debt continues to anchor Djibouti’s debt profile...
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estimated 3.8% in 2025 (figure 1-15a). Guaranteed
debt continues to account for the bulk of servicing
costs, but payments on non-guaranteed debt are also
rising. This upward trend signals a shift from a period
of relative breathing space to one where servicing
obligations are becoming more binding, even as new
borrowing slows.

The tension between debt service and
social spending underscores the limits of debt-led

growth. In 2018, debt service absorbed around 14%
of GDP, far exceeding social sector spending of about
5.5% (Figure 1-15b). Although debt service fell to
around 1-2% of GDP between 2019 and 2022, it has
since climbed back toward 3-4% in 2025, converging
with, and potentially overtaking, spending on health,
education, and social protection, which has edged
down to around 3.5-4% of GDP. The narrowing fiscal
space suggests that while debt has been positively

FIGURE 1-15 - Debt service pressures are rising again, narrowing fiscal space for social spending

a. After a temporary reprieve, debt service obligations (% of GDP)
are climbing sharply
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correlated with growth, its benefits are increasingly
offset by servicing costs that risk crowding out social
investment. For Djibouti, the policy challenge is no lon-
ger whether a positive relationship between debt and
growth exists, but whether the returns from additional
borrowing remain sufficient once rising debt service
begins to compete directly with human development
priorities. Djibouti should shift from debt-financed
expansion toward reforms that create fiscal space and
raise returns on public investment. Key priorities are
to mobilize more domestic revenue, strengthen SOE
oversight to contain hidden fiscal risks, and fast-track
economic diversification so that debt service does not
crowd out spending on health, education, and social
protection.

1.6. External accounts have improved
and remain sustainable

The external position strengthened in 2025
compared to 2024, as lower commodity prices
reduced import bills while investment-related
imports eased. The current account surplus wid-
ened markedly from 11.8% of GDP in 2024 to 16.8%
in 2025, driven primarily by a stronger trade balance,
while primary and secondary income balances
remained broadly stable (Figure 1-16a). Despite

softer port traffic, the trade surplus increased from
10.4% of GDP to 15.4%, reflecting a normalization
of import growth following earlier investment-heavy
peaks and the easing of global commodity prices,
which helped compress the import bill. Export per-
formance remained resilient, supported by stable
services receipts linked to logistics and related
activities. By contrast, the combined primary and
secondary income balance held steady at around
1.4% of GDP. Within this aggregate, remittance
inflows declined to 1.2% of GDP in 2025, down from
1.6% in 2024, partially offset by stable official trans-
fers and income flows.

Compared with peers, Djibouti’s external
position remains an outlier. While regional, struc-
tural, and aspirational peers continue to run current
account deficits, estimated at 4.0%, 3.3%, and 2.6%
of GDP, respectively, in 2025, Djibouti maintains a
large surplus (Figure 1-16b). This places the economy
firmly in a category of managed vulnerability rather
than acute stress. External pressures have eased from
their 2021 peak, but sustainability hinges on main-
taining trade performance. Without broader export
diversification or reduced reliance on import-intensive
growth, the current surplus risks proving cyclical
rather than structural, reinforcing the need for reforms
that deepen domestic value addition and strengthen
the resilience of foreign exchange earnings.

FIGURE 1-16 - The current account balances in Djibouti and peers countries (% of GDP, 2020-25)

a. External pressures have eased, and vulnerabilities persist...

b. ...but Djibouti continues to outperform peers
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Source: Authors’ estimates based on data from MFMOD, and the IMF-WEOQ database, accessed January 25, 2026.
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1.7. The monetary sector remains
broadly adequate but warrants
close monitoring

Reserves position in 2025 improved in the second
half of the year and need to be sustained. In H1-
2025, reserve coverage of broad money fell to 65.6%,
down from 81.6% in H1-2024, as a sharp expansion in
M2 (12.7%) more than offset the slower contraction in
foreign assets. The picture improved in H2-2025. As
logistics performance strengthened and economic
activity firmed, reserve coverage of M2 rose from
71.5% in H2-2024 to 92.2% in H2-2025 an increase of
20.7 percentage points and a clear rebound from the
low reached in the first half of the year. This recovery
appears to reflect the stronger performance of foreign
assets, whose year-on-year contraction moderated
from 31.6% in H2-2024 to 16.7% in H2-2025. This
improvement in reserve coverage is broadly consistent
with stronger port activity and firmer overall economic
conditions in H2-2025, both of which supported
foreign-exchange inflows and helped rebuild part of
the reserve buffer. Still, this improvement should not be
overstated. At 92.2%, reserve coverage of broad money
remains below full one-to-one backing suggesting
that vulnerabilities in the reserve position have eased
but not disappeared. Preserving confidence in the
currency board will therefore continue to require
prudent monetary oversight and firm fiscal discipline,
particularly to limit recourse to monetary financing and
protect reserve adequacy.

1.8. Commercial banks gained
momentum in 2025; however,
safety buffers are starting
to fray

Djibouti’s banking sector enters 2025 in better
shape than a year earlier, but the improvement

FIGURE 1-17 « Djibouti: Selected monetary
indicators (H1-2021-H2-2025)
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Source: Authors’ estimates based on data from the Central Bank of Djibouti.

is more qualified than it first appears. The system
remains broadly stable, supported by ample liquidity,
steady deposit growth, and a strong pickup in lending,
with the loan-to-deposit ratio rising from 45.7% in Q1-
2024to 60.4% in Q1-2025 as credit to customers
expanded by nearly 40%. Yet some of the buffers that
helped absorb shocks in 2024 are thinning. Capital
adequacy has eased, with the main regulatory ratio
falling from 20.99% in March 2024 to 17.93% in March
2025, as risk-weighted assets grew faster than capital.
Asset quality has also softened. Non-performing loans
increased from DJF 9.0 billion to DJF 10.7 billion,
while provisioning weakened, pushing NPL coverage
down by 14.7%, year-on-year, in Q1-2025. Profitability,
meanwhile, has cooled sharply, with ROA falling from
nearly 6% to 2.18%, ROE dropping from 70% to 26.33%,
and net income declining from DJF 36.9 billion to DJF
14.4 billion over the same period. The sector still looks
resilient, but the margin for error is narrower than it
was a year ago.



MEDIUM-TERM
OUTLOOK AND RISKS

2.1. Short- and medium-term
prospects remain favorable
with persistent vulnerabilities

2.1.1. Baseline scenario

Djibouti’s growth outlook remains solid, with real
GDP projected to expand steadily through 2028.
Growth is expected to slow to 5.9% in 2026, hindered
by the conflict in the Middle East, prior to stabilizing
at around 6.4% in 2027-2028. Private consumption,
which is projected to grow by about 9.5% annually, and
a rebound in investment, are expected to be the main
drivers. Gross fixed investment, after a contraction of
2.5% in 2026, is anticipated to recover to 3.7% growth
in 2027-28. External trade will continue to underpin
activity, with exports expanding by about 2.1% annually
over 2026-28, although imports are also expected to
increase alongside domestic demand and investment
needs. Despite this favorable headline performance,
gains at the household level are likely to remain
constrained. GDP per capita growth is projected to
ease slightly from 4.6% in 2025 to around 4.4% in
2026-28, while unemployment is expected to remain
elevated at 25.9%. This underscores the enduring
challenge of translating macroeconomic expansion

into broad-based employment gains and improved
living standards.

On the fiscal front, the outlook points
to gradual consolidation, underpinned by
expenditure restraint and declining public debt.
Government spending is projected to increase in
2026, as higher oil prices put pressure on the budget,
before easing from 21.7% of GDP in 2025 to 16.4% over
2026-28, while revenues are also expected to decline,
from 22.6% of GDP in 2025 to 18.0%, reflecting lower
donor grants amid heightened uncertainty surround-
ing external financing. Despite this compression on
both sides of the budget, revenues are projected to
remain slightly above expenditures as the authorities
maintain strict consolidation efforts under the third
National Development Plan (ADEEG, 2025-30), yield-
ing a modest fiscal surplus of about 0.2% of GDP over
2026-28. This trend points to a gradual improvement
in fiscal space. However, with growth still heavily
reliant on trade and investment, the policy challenge
will be to deploy that space toward structural reforms
that enable private sector development, without
reversing hard-won gains in debt sustainability. In this
context, external public debt is projected to continue
its decline, from 59.5% of GDP in 2026 to 53.7% by
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2028, as authorities prioritize concessional financing
under the World Bank’s SDFP-PPA framework and
continue clearing external arrears.

Externally, Dijibouti’'s outlook is shaped
more by the scale of trade flows than by structural
rebalancing, with large export and import volumes
sustaining a strong current account position. The
current account surplus is projected to remain sub-
stantial at 19.2% of GDP in 2026, before stabilizing at
around 21.3% on average in 2027-28. Exports of goods
and services are expected to stay elevated throughout
the forecast horizon, reflecting Djibouti’'s continued
role as a regional logistics and services hub. Imports
are likewise projected to remain high, though growing
more moderately than exports, resulting in a gradual

strengthening of the trade balance over 2026-28. The
primary and secondary income balance is projected
to narrow from 1.5% of GDP in 2025 to about 0.2%
over 2026-28, partly reflecting a decline in remittance
inflows. At the same time, World Bank disbursements
under ongoing World Bank Program-for-Results
(PforR) operations are expected to support an increase
in official transfers over the forecast horizon, partially
offsetting the moderation in private inflows.
Inflationary pressures are expected to
increase but remain contained, despite higher
international oil prices. Inflation is projected to
remain low and well anchored, with consumer prices
averaging about 2.0% over 2026-28. Monetary condi-
tions are expected to stay broadly accommodative

TABLE 1 - Key macro indicators (2021-2028)

Recent History and Projections 2023 2024 2025¢ 2026f 2027f 2028f

Annual % change unless indicated otherwise

Real GDP Growth, at constant market prices 6.8 7.0 6.5 59 6.3 6.5
Private Consumption 53 4.3 55 10.3 9.5 9.5
Government Consumption -14.2 38 -45 -2.8 =319 =319
Gross Fixed Capital Formation -8.3 0.5 12.9 -2.5 37 37
Exports, Goods and Services 21 -96 =13 21 21 2.1
Imports, Goods and Services 19 -55 -29 15 2.0 2.0

Real GDP Growth, at constant factor prices 6.7 7 6.5 29 6.3 6.5
Agriculture 35 141 75 7.6 75 74
Industry 5.8 16.7 15.3 14.5 13.4 12.7
Services 71 59 4.6 3.8 4.5 4.8

Inflation (Consumer Price Index) 14 2.2 0.0 2.0 2.0 2.0

Gurrent Account Balance (% of GDP) 16.4 1.8 16.8 19.2 20.8 219

Fiscal Balance (% of GDP) -35 -2.7 0.9 -0.6 0.6 0.7

Revenues (% of GDP) 181 18.6 22.6 18.0 172 151

Debt (% of GDP) 72.9 68.4 63.7 59.6 55.6 53.7

Primary Balance (% of GDP) -3.3 -24 1.0 -0.7 04 0.4

GHG emissions growth (mtC02e) 2.6 14 1.7 24 2.7 30

Energy related GHG emissions (% of total) 217 276 272 26.9 26.6 264

GDP nominal in US$ (millions) 3898 4152 4625 5098 5628 6202

International poverty rate ($3 in 2021 PPP) 209 20.0 19.4 18.5 172 16.5

Lower middle-income poverty rate ($4.2 in 2021 PPP) 371 354 33.8 32.0 30.7 294

Source: World Bank estimates, based on data from MFMO-Fall 2025.
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yet prudent, with real base money growth stabilizing
at around 2.3% during the same period. Within the
framework of Djibouti’s currency board arrangement,
these trends reinforce macroeconomic stability and
price discipline. At the same time, they underscore
the structural constraint of the regime. Monetary
policy plays a largely passive role, limiting the scope
for active countercyclical stimulus and placing
greater emphasis on fiscal and structural policies to
support growth.

2.1.2. Major Risks
The economic outlook is clouded by rising
regional and geopolitical risks that could test
its resilience over the medium term. Escalating
tensions in parts of the Horn of Africa raise the risk of
renewed instability, which could translate into higher
security costs, disrupted trade routes, and increased
refugee inflows. At the same time, a scaling back
of humanitarian assistance would place additional
pressure on public services and the labor market,
particularly given already high unemployment. While
Djibouti has historically benefited from its role as a
stable hub in a volatile region, a deterioration in the
regional security environment could dampen investor
confidence and strain fiscal and social resources.

Risks to macroeconomic outlook also hinge
on the persistence of the conflict in the Middle East.
A prolonged conflict could place additional strain on
the economy through sustained higher oil prices,
increasing import costs and putting further pressure
on the budget. It could also lead to higher freight
costs, which may translate into rising domestic prices,
particularly for essential food items, thereby eroding
household purchasing power and potentially pushing
more people into extreme poverty.

External competition also poses a growing
challenge, as trade diversion toward alternative

regional ports could erode Dijibouti’s transit
revenues over time. The expansion of port capacity
elsewhere in the region raises the risk that Djibouti’s
dominance as a logistics gateway could gradually
weaken. This risk is partly offset by Ethiopia’s rapid
economic growth (averaging around 9% over the
medium-term), which continues to underpin strong
demand for Djibouti's port and transport services, and
by ongoing joint infrastructure projects that further
lock in cross-border integration. If effectively imple-
mented, these projects could deepen trade linkages
and reinforce Djibouti’s strategic position, but delays
or coordination failures would leave the economy
more exposed to shifting regional trade patterns.
Sustained institutional reform will be
critical over the medium term to mitigate the
impact of overlapping chocks. Djibouti's World
Bank CPIA score has remained broadly stable over
the past two decades, demonstrating resilience even
as regional benchmarks deteriorated. The country’s
average score rose modestly to 3.13 in 2020-24,
up from 3.04 in 2015-19, returning to and slightly
surpassing its mid-2000s level of 3.11 (Figure 2-1a).
This stands in sharp contrast to the regional average,
which declined steadily from 2.9 in 2005-09 to 1.9
in 2020-24, reflecting a marked weakening in policy
and institutional quality. Although Djibouti still trails the
IDA and Sub-Saharan Africa averages (both around
3.2), it has preserved a solid institutional baseline in
a challenging environment. Closing the remaining
gap with stronger peer groups will require renewed
reform momentum to convert stability into sustained
improvement. Notably, higher CPIA scores are typi-
cally associated with stronger growth outcomes, and
Djibouti stands above the trend line, combining real
GDP growth of about 5% with a CPIA score near 3.2,
outperforming many peers with similar or even higher
institutional ratings during 2020-24. (Figure 2-1b).
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FIGURE 2-1 - Average CPIA performance compared with peers (2005-24)

a. Since 2005, Djibouti’s CPIA scores have remained broadly stable, while regional averages have steadily declined
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LABOR MARKET
STRUCTURE:
UNEMPLOYMENT,
GENDER GAPS, AND
SKILLS MISMATCH?®

KEY MESSAGES

o Labor market pressures reflect low participation as much as unemployment. Over half of the working-age
population (51.8%) is out of the labor force, with inactivity particularly high outside Djibouti City (65.1%),
limiting the extent to which strong aggregate growth translates into employment gains.

. Unemployment is high and appears concentrated among youth and women. Survey evidence indicates
that unemployment is particularly elevated among people below age 35, especially women, pointing to
persistent barriers to labor market entry even among active job seekers.

o Education improves labor market outcomes but does not ensure employment. While half of employed
workers have no formal education, 40.3% of the unemployed hold upper-secondary or tertiary degrees,
suggesting skills mismatches and limited absorption of educated youth, especially in urban areas.

. The school-to-work transition is prolonged. Nearly half of youth aged 16-24 (46.2%) are Not in Education,
Employment or Training (NEET), with higher incidence among young women, increasing the risk of persis-
tent inactivity and informality.

. Employment is largely wage-based but remains predominantly informal. Informal jobs account for 52.7% of
employment and nearly 78% of private-sector jobs, constraining productivity, household security, and the
domestic tax base.

Sections 1 and 2 document strong recent growth
9 9 5 The analysis in this chapter is based on the first two

and a favorable medium-term outlook, while also quarters of the EDST 2025 and is intended to provide

highlighting rising external risks and persistent a descriptive snapshot rather than an assessment of
vulnerabilities. Heightened geopolitical tensions and trends or causal relationships.
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sustained disruptions to maritime trade through the
Red Sea are already affecting Djibouti’s trade flows,
port activity, and fiscal space, with implications that
extend beyond macroeconomic aggregates.

These shocks are likely to transmit to the
labor market through multiple channels, including
slower activity in trade-related services, increased
uncertainty for private investment, and rising
pressures on household purchasing power. In this
context, understanding the structure of Djibouti’s labor
market, including who works, who remains excluded,
and how young people transition from school-to-
work is critical for assessing the economy’s ability to
absorb shocks and translate growth into employment.
Drawing on early results from the first two quarters of
Djibouti’s Labor Force Survey (Enquéte Djiboutienne
sur les Statistiques du Travail—EDST, 2025), this
chapter provides a descriptive snapshot of labor
market participation, unemployment, informality, and
school-to-work transitions. As the first nationally rep-
resentative labor force survey conducted in Djibouti,
the EDST establishes an important baseline for
documenting participation, employment, and job
characteristics. Once data from all four quarters are
available, the survey will offer a stronger basis for more
detailed analysis while allowing future assessment to
build on this initial analysis.

Djibouti’s labor market is characterized
by high inactivity and unemployment, with pro-
nounced gender disparities. More than half of the
working-age population remains outside the labor
force, and women are particularly affected, with only
about one in five employed and nearly two-thirds inac-
tive. Unemployment is especially acute among adults
below age 35 and women, with rates exceeding
50% for young women. These patterns describe the
distribution of labor market participation observed in
the survey and point to structural differences by age,
gender, and location.

Educational attainment plays a critical role
in shaping employment outcomes. While half of
employed individuals have no formal education, a
significant share of the unemployed hold advanced
degrees, pointing to a mismatch between qualifica-
tions and available job opportunities. In Djibouti,
the schoolto-work transition presents significant

challenges, as many young people struggle to move
from education into employment. Nearly half of
those aged 16 to 24 are classified as NEET (Not
in Education, Employment, or Training), with rates
higher for females. Although education offers some
protection against inactivity, structural barriers such
as limited job creation, weak private sector absorp-
tion, and social norms continue to hinder progress,
especially for women and married individuals.

The workforce is predominantly composed
of wage employees, with notable regional differ-
ences in self-employment and entrepreneurship.
The private sector represents the largest employer,
particularly outside the capital, while informal employ-
ment is widespread, affecting more than half of all
workers and disproportionately impacting women
and rural populations. Higher education levels are
associated with greater access to formal employment,
reducing the likelihood of informal work.

Workplace patterns vary by region, age, and
gender. Private businesses dominate employment in
urban areas, while farms and household-based activi-
ties are more common in rural regions. A preliminary
sectoral analysis reveals a service-driven urban labor
market and a more diversified rural economy, where
livestock herding and subsistence farming are central
to livelihoods. These findings highlight the dual struc-
ture of Djibouti’'s economy and the need for policies
that address unemployment especially for people
aged below 35, gender disparities, and the mismatch
between education and labor market needs.

3.1. High inactivity, unemployment,
and gender gaps

Djibouti’s labor market is characterized by high
inactivity, low employment rates, and pronounced
gender disparities. Over half of the working-age
population (51.8%) is out of the labor force (inactive).
Among those active in the labor force, 63.8% are
employed, while 36.2% are unemployed (Figure 3-1a).
The share of people out of labor force is much higher
outside Djibouti City (65.1%), compared to the capital
(47.4%). When looking at employment as a share of
the total working-age population, the picture is starker:
41.2% of men are employed compared to only 20.9%



FIGURE 3-1 - Working-age population composition
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Source: Enquéte Djiboutienne sur les Statistiques du Travail, Quarters 1 and 2, 2025.

of women. Inactive women also account for 64.1% of
all women in the working age, underscoring persistent
barriers to female labor force participation (Figure 3-1b).
These figures are aligned with regional averages.
In MENA, the active population is around 48.3%,
and roughly 30.8% of the working-age population is
employed, showing similar shares as in Djibouti.
Unemployment below the age of 35 remains
elevated, and female inactivity is consistently
high across age groups. Employment is largely
concentrated among men aged 35-64, while younger
cohorts particularly those under 35, face higher unem-
ployment and lower participation. Among men aged
16-34, 25.9% are unemployed, compared to 13.8% for
those aged 35-64. Women remain significantly under-
represented in the labor market across all age groups.
Inactivity among young women (61.1%) is similar to
middle-aged women (64.4%), whereas young men
(46%) turn out to be more inactive than their older
counterparts (23.9%). For those aged 65 and above,
employment-to-population ratios are very low: 17.8% of
men and 7% of women employed (Figure 3-2). These
patterns reflect a combination of factors, including

retirement norms, limited opportunities for older work-
ers, and health-related constraints that reduce labor
force participation at advanced ages.

Most employed workers in Djibouti are
concentrated in the middle-aged group, while
unemployment and inactivity levels are more prev-
alent among younger populations. This pattern,
also shown in Figure 3-3, suggests that labor market
opportunities are skewed toward mid- to late-career
individuals, leaving younger cohorts, particularly
those under 35, facing significant barriers to entry.
These barriers can lead to prolonged unemployment,
underutilization of skills, and increased vulnerability
to informal work, limiting productivity and access to
social protection.

Educational attainment patterns highlight
further structural challenges. One-half of employed
individuals (50.6%) have no formal education at all
(i.e., no completed primary, secondary, or tertiary
education), while more than one-third (34%) have
upper secondary or tertiary degrees. Among the
unemployed, only 36.7% lacks formal education, while
a larger proportion (40.3%) holds advanced degrees,

LABOR MARKET STRUCTURE: UNEMPLOYMENT, GENDER GAPS, AND SKILLS MISMATCH
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FIGURE 3-2 - Working-age population composition by age and gender
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Source: Enquéte Djiboutienne sur les Statistiques du Travail, Quarters 1 and 2, 2025.
Note: The sample size is 3,339 for males aged 16-34, 2,993 for males, 35-64, 459 for males over 65, 3,529 for females, 16-34, 2,947 for females, 35-64, and 455 for females
aged above 65.

BOX 1: BRIEF DESCRIPTION OF THE DATA USED

The analysis in this section is based on the first two quarters of the Djibouti’s first Labor Force Survey, officially titled Enquéte Djiboutienne
sur les Statistiques du Travail (EDST). The survey was implemented by the National Institute of Statistics of Djibouti (INSTAD) under the
World Bank-financed Economic Management and Statistics Development for Policy Making (GEDES) project, which aims to strengthen
national statistical capacity and improve the availability of reliable data for evidence-based policymaking. The EDST benefited from
technical support from the International Labour Organization (ILO) throughout survey design, data collection, processing, and validation,
thereby ensuring alignment with international best practices.

The survey employs a stratified, multi-stage sampling design to ensure national representativeness across urban and rural areas, with
oversampling in key demographic strata to enable robust disaggregation by age, gender, and region.

The survey universe comprises individuals aged 16 and above, reflecting Djibouti’s labor legislation and the minimum legal age for entry
in the labor market. As a result, the working-age population in this chapter is defined as ages 16+, rather than 15+ as is common in labor
force surveys. Aside from the age threshold, survey concepts, classifications, and indicators follow ILO standards, allowing for international
comparability where appropriate.

Data collection utilized standardized questionnaires and interviewer-administered modules, capturing detailed information on labor force
status (employed, unemployed, inactive), employment type (wage employment, self-employment, employer), sector of activity (public,
private, non-profit, international), workplace characteristics, and educational attainment. Employment and unemployment definitions
follow ILO guidelines, with NEET (Not in Education, Employment, or Training) calculated for the 16-24 age cohort. The survey instrument
incorporates modules for informal employment, sectoral classification (ISCO), and workplace formality, with post-stratification weights
applied to correct for non-response and sampling bias.

highlighting a possible mismatch between qualifica- and insufficient private sector absorption. Even tertiary
tions and available job opportunities (Figure 3-4). education does not guarantee employment, risking
These results point to limited demand for skilled labor wasted human capital and growing frustration among
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FIGURE 3-3 - Working-age population
composition over age
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Source: Enquéte Djiboutienne sur les Statistiques du Travail, Quarters 1
and 2, 2025.

educated people, especially those aged below 35.
These findings highlight labor market issues that merit
closer attention as additional data become available.

Gender and age intersect strongly in out-
of-labor force patterns. Among women of working
age (16-64) inactivity is disproportionately high and
is primarily associated with household responsibilities
and limited alignment between skills and available job

opportunities. Among younger men, inactivity more
often reflects discouragement and prolonged job
search. These trends do not apply to older cohorts.
For individuals aged 65 and above, inactivity is largely
driven by retirement and health-related limitations
rather than labor market barriers (Figure 3-5).
Djibouti faces high unemployment, with pro-
nounced challenges among people aged below
35 and persistent gender disparities across age
groups. Based on the EDST, the national unemploy-
ment rate stood at 36.2%,° in the first half of 2025.
Unemployment is particularly high among youth, reach-
ing 48.1% among men and 53.5% among women aged
below 35 (Figure 3-6). Among middle-aged individuals,
women experience higher unemployment than men,
while the trend reverses among older adults (65+),
with men showing higher joblessness. This may reflect
higher rates of continued job search among older men
remain compared to women in the same age group.

6 Unemployment rates reported in this chapter are based
on the national Labor Force Survey and draw directly on
survey microdata, allowing for detailed disaggregation by
age, gender, education, and region. These rates are not
directly comparable to the ILO-modeled unemployment
estimates used in the macroeconomic tables in Chapter 1,
which are designed for cross-country comparability.

FIGURE 3-4 - Educational attainment: Employed vs unemployed and out of labor force
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Source: Enquéte Djiboutienne sur les Statistiques du Travail, Quarters 1 and 2, 2025.
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FIGURE 3-5 - Reasons for being out of the labor force by age groups and gender
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FIGURE 3-6 - Unemployment rate by age group
and gender
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Unemployment remains a pressing con-
cern, particularly among adults aged 16-34
and women, and these patterns persist even
as educational attainment improves. Individuals
aged 16-34 with secondary or higher education
face unemployment rates often exceeding 50%, with

rates in Djibouti City consistently higher than in other
regions. For example, among young people with
lower secondary education, unemployment reaches
63.5% in Djibouti City compared to 41.7% elsewhere.
Even among those with tertiary education, labor
force inactivity among people under age 35 remains
high, reaching 50.2% in Djibouti City and 27.5% in
other regions. This pattern suggests that education
alone does not guarantee entry into the labor market
for younger cohorts, especially in the city where com-
petition for skilled jobs is more intense and private
sector absorption remains limited. In contrast, higher
educated individuals aged 35-64 have substantially
lower unemployment rates, compared to people with
lower secondary education or lower. For older work-
ers (65+), education appears to have little influence,
reflecting low participation and limited opportunities
at later stages of life (Figure 3-7). Marginal effects
analyses confirm these findings: age and educa-
tion are key determinants of unemployment, with
middle-aged and tertiary educated individuals being
less likely to be unemployed, compared to younger
cohorts or less educated people (Figure 3-8a). As for
other factors, living in Djibouti City and being married
increase the likelihood of employment. Gender adds
another dimension to these disparities: being female

DJIBOUTI ECONOMIC MONITOR - LABOR MARKET STRUCTURE AND THE SCHOOL-TO-WORK TRANSITION



FIGURE 3-7 - Unemployment rates by age group and education level in Djibouti City and other regions
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Note: The education level variable has been constructed based on the highest year of education achieved, defining primary education as 6 years before the 2001 reform and 5 years
after the reform, secondary education as the following three years, tertiary education as high school, and higher education as college and university level.

FIGURE 3-8 - Determinants of unemployment
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FIGURE 3-8 - Determinants of unemployment contined)
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Note: Results show marginal effects estimated through logistic regressions using robust standard errors. Figure a shows marginal effects of all controls, while Figure b shows marginal

effects of education for women.

consistently increases the probability of being unem-
ployed, regardless of education level, with the effect
most pronounced among women with secondary
education (Figure 3-8b). These patterns underscore
the need for targeted interventions beyond expand-
ing education.

3.2. The school-to-work transition:
Barriers and NEET dynamics in
Djibouti

The transition from school-to-work in Djibouti
is marked by significant challenges for young
people, especially women. Despite gains in
educational attainment, many young Djiboutians
encounter difficulties moving from education into
productive employment. Structural factors, including
the shortage of entry-level jobs, weak private sector
absorption, mismatches between skills and labor
market needs, and social norms limiting female
participation make this transition even more difficult.
Existing support job search,
vocational training, and entrepreneurship remain

mechanisms for

limited in reach and effectiveness, which prolongs
periods of inactivity or discouragement among
young people seeking work. Figure 3-9 provides a
visual overview of how young people aged 16-34
move from education into the labor market. The
graph shows that the proportion of people below
35 in education declines steadily with age, while
the share in employment rises only gradually.
Notably, a substantial segment remains outside both
education and employment for extended periods,
indicating delayed or unsuccessful transitions. This
pattern is particularly pronounced for women, who
experience higher rates of inactivity and slower entry
into employment compared to men. These patterns
highlight that the school-to-work transition in Djibouti
is not a linear orimmediate process, with many young
people facing extended periods of inactivity after
leaving education.

These challenges are reflected
high prevalence of NEET (Not in Education,
Employment, or Training) among Djibouti’s youth.
Among individuals aged 16-24, nearly half (46.2%)
fall into the NEET category, with rates substantially
higher for females (50.5%) than males (41.6%)

in the



FIGURE 3-9 - The school-to-work transition for population aged 16-34
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Note: The NEET indicator for Djibouti uses the age range 16-24 to align with national survey design and labor laws. Age 16 marks the typical end of compulsory schooling and the
legal entry point into the labor market, ensuring the measure reflects realistic transition dynamics.

(Figure 3-9). NEET prevalence is lowest among the
youngest cohorts, particularly those aged 16-20
and rise steadily with age reaching its peak at 24
(Figure 3-10a). This pattern suggests that as young
people leave school, many struggle to secure employ-
ment or training opportunities, which can discourage

continued job search and increase the risk of long-
term inactivity. Taken together, these patterns provide
a snapshot of how young people are positioned in
relation to employment at the time of the survey and
establish a baseline for monitoring school-to-work tran-
sitions as additional survey rounds become available.

FIGURE 3-10 « Sociodemographic characteristics of the NEET
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FIGURE 3-10 - Sociodemographic characteristics of the NEET (continueq)
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Note: The sample size is 1,839 for unmarried males, 90 for married males, 1,642 for unmarried females, and 346 for married females. By education level, the sample includes
420 males and 705 females with no education; 14 males and 24 females with primary education; 283 males and 255 females with secondary education; 734 males and 584 females

with tertiary education; and 283 males and 259 females with higher education.

The gender gap in the school-to-work tran-
sition is particularly pronounced. While young men
tend to move into employment more quickly, women
face persistent inactivity that limits their participation
in the labor market. Structural barriers such as limited
childcare options, prevailing social norms, and skills
mismatches disproportionately affect young women,
resulting in higher NEET rates and lower labor force
participation.

Education emerges as a critical determinant
of youth inactivity. The risk of being NEET is concen-
trated among those with low educational attainment,
especially those with no schooling. Women without
education account for nearly double the NEET rate
of men (13.3% vs. 7.5%), while primary education is
associated with negligible NEET rates for both sexes
(Figure 3-10c). At the lower secondary level, NEET rates
remain consistent (around 4.4% for men and 4.3% for
women), but non-NEET shares begin to rise. The shift
becomes most pronounced at upper secondary and
tertiary levels, where non-NEET far outweigh NEET rates,
with 15.5% of men and 12.3% of women who are non-
NEET at upper secondary compared to 5.6% and 4.9%
who are NEET, respectively. At the tertiary level, 8% of
men and 5.6% of women are non-NEET versus just 2%

and 3.2% of NEET. The protective effect of education is
further confirmed by marginal effects analysis showed
in Figure 3-10d. Adolescents aged 16-19 are about
30% less likely to be NEET if they have lower secondary
education and nearly 60% less likely with upper second-
ary education. While this effect diminishes slightly with
age, tertiary education consistently reduces NEET risk
across all groups. Despite the benefits of education,
structural barriers persist. Gender and marital status
amplify these disparities: 82.9% of married women are
NEET compared to 45.7% of unmarried women, while
men’s NEET rates remain relatively stable across marital
status (around 41-43%) (Figure 3-10b). These figures
highlight how social norms and household responsi-
bilities disproportionately limit women’s participation in
education and employment.

3.3. Analyzing Djibouti’s labor
market structure

Djibouti’s labor market is largely composed of
wage employees with smaller shares of indepen-
dent workers and employers. Employees represent
nearly 80% of all workers, while independent workers

DJIBOUTI ECONOMIC MONITOR - LABOR MARKET STRUCTURE AND THE SCHOOL-TO-WORK TRANSITION



FIGURE 3-11 « Employment status in the country and in Djibouti region
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Note: Dependent refers to dependent contractors.

account for 17.5%, and employers just 3.1% of the work-
force (Figure 3-11a). The concentration of employees
is higher in Djibouti City, where 84.5% are employ-
ees, compared to 57.2% in other regions. In contrast,
rural and regional areas rely more on self-employ-
ment and entrepreneurship, with independent workers
making up 32.8% of the workforce and employers’
accounting for 6.3%—both significantly higher than the
shares in the capital of 12.8% and 2.1%, respectively
(Figure 3-11b). These regional differences highlight dis-
tinct employment structures across the county. In the
capital, policies that improve job quality and productiv-
ity through skills upgrading, better working conditions,
and private sector development as well as policies
that encourage business formalization could sustain
growth and competitiveness. Meanwhile, other regions
would benefit from initiatives that foster entrepreneur-
ship and support business development.

Djibouti’s labor market is shaped by dis-
tinct workplace structures that vary by region,
age, and gender, with the private sector employ-
ing the majority of the workforce, particularly
outside the capital. Outside Djibouti City, the pri-
vate sector employs a greater share of the workforce
compared to the public sector, with 67.2% of workers
engaged in private sector jobs compared to 31.5%
in the public sector. This gap is less pronounced
in Djibouti City, where the difference between

public and private employment is about 13 percent-
age points. Jobs in international
represent a small but notable share of employment
(1.4%), and are mostly concentrated in Djibouti City
(1.6%) compared to other regions (0.6%). Other
regional areas exhibit a much wider disparity— pri-

organizations

vate sector employment is roughly twice as prevalent
as public sector jobs (Figure 3-12a). Outside the
capital, farms play a larger role, employing 18.3% of
workers compared to just 1% in the capital. These
figures reflect some urban-rural differences: while
urban areas rely heavily on private and public sector
jobs, rural economies depend more on small-scale
farming and livestock herding. Crop production is
limited to drought-resistant staples such as sorghum,
millet, and maize, along with small vegetable plots
near water sources. Livestock herding, including
goats, sheep, camels, and cattle, is more significant,
providing meat, milk, and hides and serving as a key
source of income and resilience for rural households.
Herding is often nomadic or semi-nomadic, with
families moving seasonally in search of grazing land
and water (Figure 3-12b). Younger women are mainly
involved in household-based activities, with 33.7%
engaged as domestic workers, a share far higher
than that of men (3.2%) and older cohorts. Public
institutions employ more men than women across all
age groups, and this gap persists over time: among
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FIGURE 3-12 « Job sectors by region and formal employment and workplaces by region, gender, and age
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workers aged 16-34, 29.1% of men work in public
institutions compared to 18.2% of women; for those
aged 35-64, the shares are 29.9% versus 20.7%,
and among older workers, the difference widens
further (28.2% versus 6.6 %). At the other end of the
spectrum, international organizations and foreign
military bases employ a small but notable share of
older men, with 4.1% and 3.6%, respectively.
Informal employment represents a defining
feature of Djibouti’s labor market. More than half of
all workers (52.7%) are engaged in informal jobs, while

48.3% hold formal positions (Figure 3-13a). A higher
share of women is informally employed (60.7%), com-
pared to men (47.6%), and many of these roles are
concentrated in household-based activities. Age also
matters with clear regional differences. In Djibouti
City, younger workers (16-34) are more likely to hold
formal jobs (21.3%) than informal ones (13.9%), while
among older workers (35-64), the share of informal
jobs rises to 27.8%. Outside the capital, the contrast
is sharper, with informal employment among work-
ers aged 35-64 reaching 41.7%, nearly double the
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FIGURE 3-13 « Characteristics of informal workers and sector of employment
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share of formal jobs among the same workers (22%)
(Figure 3-13b). Education plays a critical role in reduc-
ing informality. AlImost one worker in two (46.5%) has
no formal education, and nearly three-fourths of them
(34.6%) are in informal employment. As education
levels rise, the composition shifts noticeably. Among
those with primary education, the shares of people
with informal and formal employment are equal (2.9%
of the total workers each). Workers with lower sec-
ondary education show a similar balance, with 5.7%
of total workers in informal jobs, and 5.2% in formal
ones. At the upper secondary level, the balance
between informal and formal jobs reverses: more than
two thirds (corresponding to 13.3% of total workers)
are formally employed, while the rest (6.3% of total

workers) are informally employed. Among those with
higher education, informal employment accounts
for 2.9% of total workers, while formal employment
is a much higher share (14.4% of total workers)
(Figure 3-13c). These patterns underscore the strong
association between educational attainment and
access to formal employment opportunities. Sectoral
differences, shown in Figure 3-13d, reveal where
formal jobs are concentrated and where informality
persists. As expected, public sector employment is
predominantly formal—85.8% of public sector workers
hold formal jobs—but the presence of 14.2% share
of informal employment within the public sector
is striking. In most economies, public employment is
almost entirely formal, so this figure suggests gaps
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in enforcement and contract regularization even in
state institutions. In contrast, the private sector is
overwhelmingly informal with 77.9% of private sector
workers in informal employment, and only 22.1%
formal. Non-profit organizations also lean toward
informality, with 56.8% informal compared to 43.2%
formal, while international organizations show a more
balanced structure—62.5% formal and 37.5% informal.
This sectoral insight highlights that formal employ-
ment opportunities are concentrated in public and
international institutions, while informality dominates
private and non-profit sectors (Figure 3-14).
Workplace composition also reflects the
degree of formality. Sectoral patterns reveal the
dominance of services in the capital, where 70.4%
of jobs are in service activities in the capital, followed
by industry (16.5%) and commerce (11.9%). In other
regions, services remain important but less domi-
nant (50.3%), while agriculture, including small-scale
farming and pastoralism, accounts for a much larger
share (171%) alongside commerce (20.5%) and
industry (12.1%) (Figure 3-15). The workplace and
sectoral patterns observed in the EDST highlight the
dual structure of Djibouti’'s labor market, character-
ized by a service-oriented urban economy and a
more diversified but largely informal rural economy.

As the first nationally representative labor force sur-
vey, the EDST provides an important reference point
for understanding these patterns and for tracking
future changes as additional survey rounds become
available.

The analysis of this chapter is based on the
first two quarters of Djibouti’s Labor Force Survey
and should therefore be interpreted as indicative
rather than definitive. Nonetheless, the consistency
of the observed patterns across age, gender, educa-
tion levels, and regions provides useful signals for
policy dialogue. In particular, labor market pressures
appear to be driven as much by low participation and
high inactivity as by open unemployment, suggesting
that policies narrowly focused on job matching or
unemployment reduction are unlikely to be sufficient
on their own. Barriers to labor force entry, especially for
women and young people, emerge as a central feature
of Djibouti’s labor market.

At the same time, persistently high unem-
ployment among educated youth points to weak
labor demand and limited absorption by the pri-
vate sector, rather than a skills deficit alone. This
highlights the importance of linking labor market out-
comes to broader constraints affecting job creation,
firm dynamics, and the schoolto-work transition.

FIGURE 3-14 - Workplaces by formality of employment
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FIGURE 3-15 « Distribution of workers by sector and region
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Finally, the high prevalence of informal employment provide a diagnostic baseline to inform ongoing
underscores the limited reach of stable wage jobs policy discussions and will be revisited once the full
and social protection, reinforcing that employment four quarters of survey data become available, allow-
growth, even when it occurs, may not translate auto- ing for a more comprehensive assessment of trends
matically into improved job quality. These findings and policy options.
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