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Preface

The Jordan Economic Monitor provides an update on key economic developments and policies
over the past six months. It also presents findings from recent World Bank work on the Jordan.
It places them in a longer-term and global context, and assesses the implications of these
developments and other changes in policy for the outlook for the country. Its coverage ranges
trom the macro-economy to financial markets to indicators of human welfare and development.
It is intended for a wide audience, including policy makers, business leaders, financial market
participants, and the community of analysts and professionals engaged in Jordan.

The Jordan Economic Monitor is a product of the World Bank’s Global Practice for
Macroeconomics & Fiscal Management, (GMFDR) team. It was prepared by Samer Matta
(Economic Analyst), under the general guidance of Eric Le Borgne (Lead Economist) and
Bernard Funck (Practice Manager). May Ibrahim (Senior Executive Assistant) provided Arabic
translation and Zeina El Khalil (Communications Officer) print-produced the report.

The findings, interpretations, and conclusions expressed in this Monitor are those of World
Bank staft and do not necessarily reflect the views of the Executive Board of The World Bank
or the governments they represent.

For information about the World Bank and its activities in Jordan, including e-copies of this
publication, please visit www.worldbank.org.jo

To be included on an email distribution list for this Jordan Economic Monitor series and related
publications, please contact Nada Abou Rizk (nabourizk@worldbank.org). For questions and
comments on the content of this publication, please contact Wissam Harake
(wharake@worldbank.org) or Eric Le Borgne (eleborgne@worldbank.org). Questions from the
media can be addressed to Mona Ziade (mziade@worldbank.org).
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Executive Summary

1. Regional tensions and their recent extension to Iraq are bearing down on the Jordanian
economy, causing a widening of the trade deficit and a weakening of investor confidence. A
deceleration in exports due to the recent developments in Iraq coupled with a surge in energy imports
are expected to widen the trade deficit in the second half of the year. Growth this year would however
be supported by buoyant private consumption and increased government investment. While the
tormer is partly due to the presence of more than 618,000 UNHCR-registered Syrian refugees (9.5
percent of the population), the latter reflects the GCC-financed program earmarked to capital projects.
Although easing, unemployment, especially among youth and women, remains high.

1i. Fiscal pressures persist due to the large losses incurred by the National Electric Power
Company (NEPCO), resulting from the disruption of gas supply from Egypt. Excluding grants,
Jordan’s government (non-financial public sector) deficit is expected to widen by 0.6 percentage points
(pp), to 14.7 percent of GDP in 2014. The deterioration is mainly due to a 2 pp projected rise in
NEPCO losses as a result of the severe shortfall in the Egyptian gas supplies that forced NEPCO to
run its gas designed power stations on more expensive diesel oil. As a result, gross public debt is
projected to increase to 90.6 percent of GDP in 2014

iii. In order to stimulate the sluggish economy, the central bank of Jordan (CBJ) maintains
its expansionary monetary policy. In an effort to close the persistent negative output gap observed
since Q1-2011, the central bank lowered its key policy rates by 125 bps since August 2013 amid a drop
in headline inflation (despite some temporary pressures on core inflation, which are expected to abate
in the last quarter of 2014), and a substantial increase in foreign reserves. This monetary policy easing
has not yet translated into higher lending as credit to the private sector remained subdued, possibly on
account of the testing and uncertain regional climate.

iv. Looking forward, a reduced energy bill and higher government investment will boost
economic activity in 2015 and 2016 to 3.4 and 3.9 percent, respectively. The upward projected
growth path for the next two years is assumed to be driven by (i) higher capital expenditures,
reflecting the continued implementation of the GCC grants (e.g., funding large development projects
such as LNG terminals) and (ii) a lower trade deficit mainly reflecting an expected drop in energy
imports as the country is diversifying its energy sources. However, Jordan faces short-term challenges
due to the Syrian conflict and the recent crisis in Iraq. Reforms to diversity Jordan’s energy supply in
the medium term and reduce the dependence on volatile foreign aid, will be indispensable in order to
reduce the large twin deficits and macroeconomic vulnerabilities.
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Recent Economic and Policy Developments
Output and Demand

1. Following the financial crisis, economic activity has been picking up gradually in
Jordan, albeit slowly due to regional tensions. The 2.7 percent average growth rate experienced
between 2010 and 2014 is, nonetheless, far below the robust expansion achieved during the 2000-
2008 period (where the average growth rate was 6.6 percent) (Figure 1). While the large growth rate
deceleration is mainly due to the spillovers of the 2008 global financial crisis, the slow pick-up in
economic activity is partly due to the numerous exogenous shocks that hit the country since 2011,
such as the disruption of cheap gas flow from Egypt, the spillovers of the Syrian crisis that erupted in
2011 and, finally, the deteriorating security conditions in Iraq since June 2014. Regionally, Jordan’s
growth performance was slightly better than the average rate achieved in the Middle East and North
Africa region (Figure 2).

Figure 1. Growth trajectory significantly affected by Figure 2.Jordan outperformed the MENA region in
external shocks terms of growth rates
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Source: Department of Statistics and World Bank staff calculations Source: World Bank Global Economic Prospects, June 2014
2. On a yearly basis, real GDP growth accelerated from 2.8 percent in Q1-2013 to 3.2

percent in Q1-2014, primarily due to an improvement in net exports (Figure 3).The trade
deficit narrowed by an estimated 26.9 percent (yoy) in Q1-2014 as a result of a 17.6 percent (yoy) rise
in exports and a 2.7 drop (yoy) in imports. The sharp rebound in export primarily stemmed from
phosphate exports, as repeated labor strikes halted production in 2013. The improvement in the
external sector was partly offset by a 9.3 percent fall in real private demand (private investment plus
private consumption) which was historically the linchpin of growth. This weak performance was
driven by private investment and in particular foreign direct investment, which contracted by 66

percent (yoy).

3. From the production side, growth was driven by the agriculture and mining and
quarrying sectors (Figure 4).The contribution to real GDP growth of these two sectors increased
by respectively 0.4 and 0.5 percentage points (pp) in Q1-2014 compared to same period of last year.
The rise in the value added of the former is attributable to a 24 percent (yoy) increase in exports of
vegetables and fruits, while the improvement in the latter is primarily due to a low base effect, as
detailed above. On the other hand, the contribution of the wholesale and retail trade sector to real
GDP growth dropped by 0.5 pp (yoy) in Q1-2014 partly reflecting the deceleration in the influx of



Syrian refugees!. In addition, the construction and manufacturing sectors experienced, respectively,
0.04 and 0.05 pp drops in their contribution to real GDP growth in Q1-2014, reflecting lower private
investment.

Figure 3. In Q1-2014. Net export drove the growth rate Figure 4.... while, agriculture and mining and
from the expenditure side, ... quarrying led growth from the production side
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4. Notwithstanding the Q1-2014 growth performance, real GDP growth for 2014 has
been revised down to 3 percent, on account of a wider trade deficit and weaker investor
sentiment in H2-2014. Exports to Iraq, which is the largest export market for Jordanian goods,
accounting for 18.4 percent of total exports in 2013, are expected to contract noticeably in the
second half of 2014 (latest data available is up to June 2014) as Islamic State (IS) militants seized the
Iraq border crossing with Jordan in June 2014. In addition, crude oil imports, which are used as
substitutes for Egyptian gas, are projected to surge in 2014 as the supply of the latter was repeatedly
interrupted in 2014. In addition, weaker investors’ sentiment, as evidenced by the recent
deterioration in the equity market observed since June 2014 (see below), could further weigh down
on economic growth.

Labor and Employment

5. Unemployment remains a chronic problem despite recent (but volatile) signs of
improvement. Official data published by the department of statistics (DoS) show that the
unemployment rate for the first half (H1) of 2014 reached 11.9 percent, dropping on average by 0.8
pp compared to the same period of 2013 (Figure 5). Notwithstanding this improvement, the labor
market in Jordan still suffers from structural weaknesses as the seasonally adjusted (sa) quarterly
unemployment rate has never been below 11 percent during the 215t century (Figure 6). Two groups
that are particularly affected are women and youth. Unemployment among women stood at 21
percent in H1-2014 while that among youth between 15-19 and 20-24 years stood at 36.8 and 29.4
percent, respectively. On a regional basis, the northern governorates of Ajloun and Balqa registered
the highest unemployment rates at about 15.2 and 19 percent while the lowest were recorded in
Zarqa and Amman (Capital) governorates at 8.3 and 10.1 percent, respectively.

" During Q1-2014 6,800 Syrian refugees entered the Kingdom compared to 254.400 in the same period of 2013.
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Figure 5.Despite dropping in the first half of 2014..... Figure 6.... Unemployment remains a chronic problem.
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Fiscal Policy

6. With the support of the IMF SBA program, the central government is making progress
towards fiscal consolidation, albeit at a slower pace due to the difficult regional environment.
Progress so far includes a series of revenue raising measures and efficiency-driven cuts in
government expenditures. In particular, subsidies on petroleum products were also broadly
eliminated in November 2012 with the exception of LPG cylinders for private consumption (rising
tuel prices have also generated increased tax receipts for the government). These were replaced with
an annual cash transfer to each household earning less than JD10,000 annually, in the amount of
JD70 per household member for a maximum of six members. The government tightened, in 2014,
the eligibility criteria to better target those who more genuinely need those cash transfers by proxy
means testing looking not only into wage income, but also at consumption and asset indicators such
as the possession of cars, lands and real-estate.Additionally, the revised income tax law, which has
been endorsed by the cabinet in February 2014, is currently being discussed by the parliament for
approval. The draft proposes to raise the personal income tax rates from 7 to 10 percent and 14 to 20
percent. Furthermore, it increases the corporate income tax rate from 14 to 20 percent. If passed by
the parliement, the more progressive income tax law is planned to raise additional revenues of 0.7
percent of GDP per year.

7. In paralel however, losses incurred by the National Electric Power Company (NEPCO),
are continuing to weigh heavily on the Kingdom’s overall public finances. In response, the
government has begun to raise tariffs, first, on select businesses in 2013, and in January 2014, on
households and industries who consume respectively over 600 and 10000 kilowatt-hours (KWh).
These tarift increases fall however far short of what would be needed for achieving cost recovery. As
a result, Jordan’s (non-financial public sector) government deficit (excluding grants) is expected to
widen by 0.6 percentage points (pp), to 14.7 percent of GDP in 2014.

8. Sizeable grants from the Gulf Cooperation Council (GCC) are helping to finance this
widening public sector deficit (Figure 7). Grants from the Gulf Cooperation Council (GCC) are
projected to rise to 5.2 percent of GDP in 2014, compared to 2.7 percent a year ago. Most of this
amount is expected to be disbursed in the last quarter of 2014, as it is earmarked towards capital
spending and is disbursed once the spending has taken place.



9. High fiscal deficits coupled with subdued GDP growth continue to drive Jordan’s debt
to GDP ratio upwards for the seventh year running (Figure 8). Gross public debt is projected to
reach US$32.6 billion (90.6 percent of GDP) at end-2014 compared to US$29.1 billion (86.7 percent
of GDP) at end-2013. Despite being mostly denominated in local currency, the share of external debt
out of total public debt has been rising steadily over the last two years, increasing from 28 percent at
end-2012 to 38 percent by June 2014. However, and in order to take advantage of the low
International interest rates, Jordan issued in June 2014 a second US backed Eurobond valued at
US$1 billion at a low coupon rate of 1.9 percent (only 25 basis points over the comparable U.S. rate)
with a maturity of five years.

Figure 7.Fiscal Balances improve thanks to an expected — Figure 8. Debt to GDP ratio has been rising since 2008
surge in foreign grants.
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External Position

10.  The trade in goods balance deteriorated in H1-2014 due to rising energy imports as a
result of the shortfalls of cheap gas supply from Egypt. The tense security situation in the Sinai
Peninsula, and the multiple explosions that targeted the pipeline used to import gas from Egypt, lead
the Egyptian gas holding company (EGAS) to announce the indefinite suspension of natural gas
supplies to Jordan since April 2014. As a result, and in order to meet the shortage in energy, Jordan
had to increase its imports of expensive Gas Oil and Fuel Oil-Mazout in H1-2014 by respectively 73
and 81.4 percent (yoy).This lead to a 27.3 percent rise in energy imports and a 9.2 percent (yoy)
subsequent increase in total imports of goods. From the export side, total exports of goods, increased
by 6.8 percent during H1-2014 attributable to an 8.6 percent rise in domestic exports, which more
than offset the 3.3 drop in re-exports. Subsequently, the trade in goods deficit widened by 10.5
percent (yoy) during H1-2014 compared to a 3.6 percent increase in H1-2013 (Figure 9).



Figure 9. Trade deficit widened in the first half of 2014 Figure 10.Current account deficit widened as a result
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11.  The current account balance worsened nonetheless in Q1-2014 mainly due to a large

drop in public current transfers (Figure 10). The current account deficit widened by 52.6 percent
in Q1-2014 (yoy) recording US$339.1 million (0.9 percent of GDP) compared to the US$222 million
(0.7 percent of GDP) in Q1-2013. The deterioration, despite a 18.7 percent (yoy) drop in the trade in
goods and services deficit during Q1-2014, is attributable to a 28 percent (yoy) contraction in the
secondary income balance as a result of a 74.6 percent (yoy) drop in public transfers.

12. The Central Bank of Jordan continued nonetheless to accumulate foreign reserves.
These rose compared to end-2013 to US$14.5 billion in August 2014 (equivalent to 7.5 months of
imports). This rise is mainly attributable to (i) the disbursement of US$264.7 million from the IMF
as part of the Stand-by-Arrangement (ii) US$ 145 million GCC grants during H1-2014.

Monetary Policy and Finance

13.  Headline inflation is subsiding while temporary pressures on core inflation still persist
(Figure 11). After peaking at 7.8 percent in February 2013, due to the removal of oil subsidies in
November 2012, Jordan’s 12-month headline inflation declined to 2.9 percent (yoy) in August 2014.
On a cumulative basis, the inflation rate during the first eight months of 2014, halved compared to
the same period of 2013, averaging 3.1 percent. On the other hand, the 12-months core inflation rate,
which excludes food and energy products, continued its upward trend observed since June 2013,
reaching 5.1 percent in August 2014, compared to 3.4 percent in July 2013.This surge is driven by (i)
4.8, 6.4 and 8.2 percent (yoy) respective rises in education, housing rents, and medical care all
reflecting the already high demand stemming from the large influx of Syrian refugee and (ii) a 10.1
percent (yoy) increase in the prices of clothing and footwear as a result of the government’s decision
in September 2013 to increase the customs duty on imported clothes from 5 to 20 percent. However,
core inflation is expected to decrease in the last quarter of 2014 as (i) the inflationary effects from the
increase in clothes prices are anticipated to wane off, and (ii) the lower demand observed in the real-
estate sector in the first half of 2014, reflected by a 16.5 (yoy) drop in the number of construction
permit in H1-2014 (Figure 12), is expected to relieve price pressures later this year. This is, in part,
reflecting the lower increase in demand for housing as the influx of Syrian refugees has sharply
abated since mid-2013.



Figure 11.Headline inflation dropped while core Figure 12. Lower demand in the real-estate market
inflation is still temporarily rising
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14.  The drop in inflation and the substantial increase in foreign reserves prompted the
central bank to adopt an expansionary monetary policy aimed at promoting growth. In order to
stimulate the economy and close the negative output gap observed since Q1-2011 (Figure 13), the
CBJ lowered its key policy rates by 125 bps since August 2013. Nonetheless, this did not translate
into higher lending as credit to the private sector remained subdued relative to previous years
growing by only 1.1 percent between June 2014 and end-2013, down from a 4.9 percent average in
the same period of 2011-2013. This weak lending environment likely reflects the uncertain regional
security environment. Notwithstanding the drop in local interest rates, and despite a small uptick in
June, the dollarization rate maintained its downward trend observed since November 2012, dropping
by 1.8 pp compared to end-2013, to 18.2 percent in July 2014. This reflects the increased confidence
in the local currency.

15.  The recent developments in Iraq have weakened investors’ sentiment. On the equity
market, the pick-up in the Amman Stock Exchange Index (ASEI) observed during the first five
months of 2014 dissipated in the subsequent three months (June-August 2014) as the surprise surge
from the Islamic State militants into Iraq weighed down on investors’ sentiment in Jordan. The
ASEI dropped by 5 percent during the June to August period, after increasing by 5.4 percent
between May 2014 and end-2013 (Figure 14). Consequently, the ASEI grew, on a cumulative basis,
by only 0.1 percent during the first eight months of 2014.



Figure 13.Starting in August 2013, the CBJ cut its key Figure 14.The recent developments in Iraq had an
policy rates to stimulate the economy impact on the equity market
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16.  The banking sector is recovering from the 2007-08 financial crisis, albeit at a slow

pace due to the sluggish economic activity.® In 2013, commercial banks’ nonperforming loan
(NPL) ratio fell for the third consecutive year to 7 percent after peaking at 8.5 percent in 2011 (Table
1). However, a modest economic recovery is not sufficient for the NPL ratio to return to its pre-crisis
level of 4.1 percent (achieved in 2007). Meanwhile, banks” performance improved in 2013, as both the
Return on Equity (ROE) and Return on Assets (ROA) reached 9.9 and 1.2 percent, respectively,
compared to 8.6 and 1.1 percent in 2012. In addition, Jordanian banks are well capitalized with an
18.4 percent capital adequacy ratio, higher than the minimum threshold set by the Basel III and the
CBJ requirements. However, the banks’ exposure to sovereign debt,® has been increasing (lately
accounting for 88.8 percent of total assets in July 2014, up from 36.6 percent in July 2013).

? The recent U.S. lawsuit against Arab Bank is not likely to have a grave impact on the banking sector because (i) the case
is not new and has been in courts for a while, (ii) according to the CBJ, which strongly backs Arab Bank, the financial
health of this bank is good as it enjoys a high level of capitalization with a capital adequacy ratio of 15 percent, and is able
to withstand the likely repercussions of this litigation (iii) Arab Bank is currently in appeal and it will take some time for
the final verdict to be issued.

? Banks’ sovereign debt exposure is computed as the ratio of commercial banks’ aggregate investment in claims on public
sector and deposits at CBJ relative to total assets.



Table 1. Financial Soundness Indicators (in percentage unless otherwise indicated)

2007 2008 2009 2010 2011 2012 2013
Nonperforming Loans/Total Loans 4.1 4.2 6.7 8.2 8.5 7.7 7.0
Coverage Ratio 67.8 63.4 52.0 52.4 52.3 69.4 77.0|
NPLs net of provisions/Equity 4.3 5.7 10.6 12.6 13.4 8.3 5.6
Capital Adequacy Ratio 20.8 18.4 19.6 20.3 19.3 19.0 18.4
Leverage Ratio 13.3 12.9 13.0 13.1 13.1 13.3 12.9|
ROE 12.6 11.5 8.8 8.8 8.3 8.6 9.9
ROA 1.6 1.4 1.1 1.1 1.1 1.1 1.2
Net Profits After Taxes (JD millions) 400 400 333 366 382 414 502
Liquidity Ratio 157.5 141.2 159.1 161.4 152.9 143.5 149.1
Growth Rate of Total Assets 10.9 11.4 7.4 9.6 7.9 4.3 9.1
Growth Rate of Customer Deposits 9.6 13.2 12.1 10.9 8.3 2.4 10.5]
Growth Rate of Credit Facilities 16.1 17.2 2.1 8.6 9.8 12.5 6.3

Source: Central Bank of Jordan.




PROSPECTS

17.  In spite of the recent deteriorating security conditions in Iraq, growth could pick up
slightly in 2015 and 2016 to 3.4 and 3.9 percent, respectively. The upward projected growth path
tor the next two years is expected to be driven by (i) higher capital expenditures, reflecting the
continued implementation of the GCC grants (e.g., funding large development projects such as LNG
terminals), and (ii) a lower trade deficit, mainly reflecting an expected drop in energy imports as
Jordan is diversitying its energy sources.

18.  The current account deficit is expected to widen in 2014 but could improve in
subsequent years on account of lower energy imports. The current account deficit in 2014 will be
driven by a deteriorating trade balance and lower external assistance. Total imports are expected to
increase from 71.3 percent of GDP in 2013 to 71.8 percent in 2014, due to increased energy imports
as we anticipate repeated disruption of imported Egyptian gas in the remainder of 2014. In addition,
and as a result of the Iraqi crisis, exports are expected to slightly decrease as a share of GDP from
42.5 percent in 2013 to 42.3 percent in 2014. Moreover, current transfers are expected to drop by 0.9
pp as a ratio of GDP between 2013 and 2014, showcasing the structural weakness of relying on
unsustainable external financing as a mean to solve the current economic problems. For 2015 and
2016, a significant improvement in Jordan’s energy balance will help the current account narrow.

19.  Jordan faces significant short-term challenges due to the Syrian conflict and its recent
extension into Iraq. In a recent study that predates the Islamic State surge into Iraq, the IMF*
estimated that the Syrian crisis had an overall negative impact on economic activity, with losses to
output growth at around 1 pp in 2013 and increased rental prices by 5 pp by year-end. Even though,
the spillovers from the Iraqi crisis have been limited to the trading sector and weaker investors’
confidence so far, a prolonged conflict could further adversely impact Jordan’s growth prospects.

20.  Jordan is making notable progress in diversifying its gas energy sources; this is critical
to the country’s medium-term plan to reduce its large twin deficits. Jordan, which imports 96
percent of its energy demand, has been in the grip of an energy crisis since 2011, after imports of
cheap natural gas from Egypt have been disrupted repeatedly due to the sabotage of the pipeline
carrying Egyptian gas to Jordan following the ousting of President Hosni Mubarak in January 2011.
To diversity its energy sources and to contain NEPCO losses (estimated at 7.1 percent of GDP in
2014), the Government of Jordan announced plans to buy gas from Noble, an American oil company
that is exploiting gas from the Levant basin, over a period of 15 years for a total cost of US$15
billion. This deal is expected to be effective by the end of 2017. It will provide Jordan with
significantly cheaper source of energy than its current fuel imports and would also contribute to
Jordan’s diversification of its energy suppliers. In addition, Jordan selected Russia’s state energy
utility, Rosatom, to build two 1,000 MW nuclear plants by 2022. On the other hand, the plan of
building a US$18 billion pipeline used to export crude oil from Basra (in Iraq) to the port city of
Aqaba may be impacted by the recent unrest in Iraq.

21. Meanwhile, the country continues to rely heavily on volatile foreign aid as the major
source of financing. The fiscal policy in Jordan is over-reliant on foreign grants,” mainly from the

* International Monetary Fund, (2014) “Jordan: Selected issues”, Country Report No. 14/153, Washington DC.
> The share of foreign grants as a ratio of GDP is very high, averaging 4.4 percent between 2000 and 2013.
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US and the GCC countries, hence creating a moral hazard problem and undermining the need for
fiscal adjustment. This dependence on external financing, which is generally volatile and
unpredictable, creates a permanent fiscal policy risk, as it exposes Jordan to changes in the political
and economic fortunes of its partners.
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Data Appendix

Table 2. Jordan: Selected Economic Indicators, 2011-16

Real sector
Real GDP
Real GDP per Capita

Agriculture (share of GDP)
Industry (share of GDP)
Senvices (share of GDP)

Money and prices
CPI Inflation (p.a)
Money (M2)

Investment & saving
Total Investment
Gross National Savings

Government finance
Total revenues and grants

Domestic Revenue (excluding grants and privatisation)

o/w. tax revenue
Foreign Grants
Total expenditure and net lending
Current*
o/w wages and salaries
o/w interest payment

o/w Transfer to utilities (NEPCO and WAJ)

Capital & NL
Ovwerall balance (deficit (-), excl. grants)**
Overall balance (deficit (-), incl. grants)
Primary Balance (deficit (-), excl. grants)
Primary Balance (deficit (-), incl. grants)

External sector
Current Account
Net Exports
Export FOB
Import FOB
Net Income and transfers

Net Private Investments (FDI and Portfolio)
Gross Reserves (Months of Imports GNFS)

Total Debt

Total Debt Stock

Gross Debt to GDP Ratio (%)
Debt to GDP Ratio (%)***

Memorandum Items:
Nominal GDP (Billion JD)
GDP (in million US$)

2011 2012 2013 2014 2015 2016
Act. Act. Act. Proj. Proj. Proj.
(annual percentage change, unless otherwise specified)
2.6 2.7 2.8 3.0 3.4 3.9

0.4 0.4 0.6 0.8 1.1 1.6

3.8 3.3 3.1 3.0 2.9 3.1

25.6 25.1 25.0 25.6 24.8 25.7
70.6 71.5 71.9 71.4 72.3 71.2

(annual percentage change, unless otherwise specified)

4.4 4.7 5.6 3.1 2.8 2.5
8.1 3.4 9.7 10.0 9.4 8.1
(percent of GDP, unless otherwise specified)
25.5 26.9 28.0 27.9 26.5 23.0
15.2 11.7 18.0 16.5 17.1 15.1
(percent of GDP, unless otherwise specified)
26.4 23.0 24 .1 27.6 25.3 25.7
20.5 21.5 21.5 22.4 22.6 22.7
15.0 15.3 15.3 15.9 16.0 16.0
5.9 1.5 2.7 5.2 2.7 3.0
33.2 32.0 35.6 37.9 33.0 31.9
28.0 289 313 33.1 28.3 27.1
4.6 5.0 5.0 5.0 5.0 4.9
2.1 2.7 3.1 3.6 3.8 41
0.0 0.3 5.9 7.1 2.2 0.9'
5.2 3.1 4.3 4.7 4.8 4.8
-12.7 -10.5 -14.1 -14.7 -8.9 -6.1
-6.8 -9.0 -11.5 -9.6 -6.2 -3.1
-10.6 -7.8 -11.0 -11.1 -5.1 -2.1
-4.7 -6.3 -8.4 -5.9 2.4 1.0
(percent of GDP, unless otherwise specified)
-10.2 -15.2 -10.0 -11.3 9.4 -7.9
-26.2 -28.0 -28.8 -29.5 -27.5 -26.2
47.7 46.2 42.5 42.3 42.6 43.4
73.9 74.3 71.3 71.8 70.1 69.6
16.0 12.8 18.8 18.2 18.1 18.4
6.0 5.8 10.1 10.2 9.7 10.1
6.3 4.1 6.5 7.0 6.8 6.7
(in million US$, unless otherwise specified)
20,450 24,864 29,192 32,664 35,337 37,249
70.7 69.6 68.9 67.8 67.1 66.0
70.7 80.2 86.7 90.6 91.3 89.9
20.5 22.0 23.9 25.5 27.4 29.3
28,913 31,015 33,679 36,042 38,721 41,438

Source: Government Data and World Bank Staff Calculation.
* Includes adjustment to other receivables for 2012 (0.4% of GDP) and transfers to NEPCO and WAJ
** Includes Additional measures needed for 2014 (0.7% of GDP) 2015 (1.5 % of GDP) and 2016 (3.1% of GDP)

*** Government and guaranteed gross debt
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Table 3. Jordan at a Glance

M. East Upper
Key Development Indicators & North middle o .
Jordan Africa  income Age distribution, 2012
7
(2013) Male (..) Female (..)
Population, mid-year (millions) 6.5 340 2,391 7579
Surface area (thousand sqg. km) . 8,775 43,472 s0-60
Population growth (%) 11 17 0.8
Urban population (% of total population) 83 60 61 4549
303
GNI (Atlas method, US$ billions) 32.0 1113 16,661 151
GNI per capita (Atlas method, US$) 4,950 3,450 6,969
GNI per capita (PPP, international $) 5,980 7,062 10,621 0-4
5 o 5
GDP growth (%) 28 19 5.0 percent of total population
GDP per capita growth (%) 17 0.2 4.2
(most recent estimate, 2005-2012)
Poverty headcount ratio at $125 aday (PPP, %) < 2 8.4 .
Poverty headcount ratio at $2.00 aday (PP P, %) < 2 9.5 Under-5 mortality rate (per 1,000)
Life expectancy at birth (years) . 71 74
Infant mortality (per 1,000 live births) . 21 16 80
Child malnutrition (%of children under 5) . 6 3 70
60
Adult literacy, male (%of ages 15 and older) 98 85 96 50
Adult literacy, female (% of ages 15 and older) 94 70 91 40
Gross primary enrollment, male (% of age group) 105 109 m 30
Gross primary enrollment, female (% of age group) 83 101 110 20 H
10
Access to animproved water source (% of population) . 90 93 o+ 190 195 2000 2012
Access to improved sanitation facilities (% of population) . 87 74
OJordan O Middle East & North Africa
Net Aid Flows 1980 1990 2000 2013 °
(US$ millions) i
Net ODA and official aid 1576 952 553 1417 Growth of GDP and GDP per capita (%)
Top 3donors (in2012):
United States 50 58 188 557 25
France 4 7 7 126 20
European Union Institutions 1 7 81 24 15
10
Aid (%0f GNI) 39.9 24.1 4.9 4.6 5
Aid per capita (US$) 723 300 90 222 2
-10
Long-Term Economic Trends -15
95 05
Consumer prices (annual % change) 1.0 16.1 13 5.6
GDP implicit deflator (annual % change) -0.4 °7 -0.4 5.6 o— GDP GDP per capita
Exchange rate (annual average, local per US$) 03 0.7 0.7 0.7
Terms of trade index (2000 = 100)
1980-90 1990-2000 2000-13
(average annual growth %)
P opulation, mid-year (millions) 22 3.2 5.0 6.5 3.7 4.5 22
GDP (US$ millions) 3,910 4,160 8,986 33,679 25 53 59
(%of GDP)
Agriculture 79 77 23 34 6.8 -2.5 6.6
Industry 241 26.2 25.8 29.7 19 54 59
M anufacturing 8.9 3.6 5.7 0.4 05 54 6.7
Services 68.0 66.0 720 66.9 23 5.1 53
Household final consumption expenditure 78.5 749 810 811 19 4.5 52
General gov't final consumption expenditure 29.2 240 229 0.7 19 5.0 5.0
Gross capital formation 37.2 30.8 211 28.0 -19 0.7 7.3
Exports of goods and services 404 59.8 421 425 4.8 27 4.1
Imports of goods and services 85.3 89.6 67.2 713 12 11 39
Gross savings 311 210 20.8 18.0

Note: Figures in italics are for years other than those specified. ..indicates data are not available.
Fa. Aid data are for 2012.

Development Economics, Development Data Group (DECDG).
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Jordan

Balance of Payments and Trade 2000 2013
Governance indicators, 2000 and 2012
(US$ millions)
Total merchandise exports (fob) 2,297 7,931 . -
Total merchandise imports (cif) 4,877 21919 Voice and accountabiity
Net trade in goods and services -2,248 -9,712 . ]
Political stability
Current account balance -25 -3,367 Regulatory quali ]
as a%of GDP -0.3 -10.0 eg ydq ty_
R Rule of law
Workers' remittances and |
compensation of employees (receipts) 1,845 3,574 Control of corruption
Reserves, including gold 3,177 13,626 0.0 250 500 750 100.0
R 2012 Count il k (0-100;
Central Government Finance B2000 %;hg,?/aﬂ’fg%,}?bggrémgs )
(%0f GDP) ] ; o
Current revenue (including grants} 316 240 Source: Worldwide Governance Indicators (www.govindicators.org)
Taxrevenue 5.7 5.3
Current expenditure 29.0 313
Technology and Infrastructure 2000 2012
Overall surplus/deficit 24 -11.5
Pavedroads (%of total) 100.0 100.0
Highest marginal tax rate (%) Fixed line and mobile phone
Individual . . subscribers (per 100 people) 21 134
Corporate 25 25 High technology exports
(% of manufactured exports) 8.0 25
External Debt and Resource Flows
Environment
(US$ millions)
Total debt outstanding and disbursed 7,634 17,238 Agricultural land (% of land area) 12 11
Total debt service 663 817 Forest area (%of land area) . .
Debt relief (HIPC, MDRI) - - Terrestrial protected areas (%of land area) 19 19
Total debt (%of GDP) 83.8 512 Freshwater resources per capita (cu. meters) 35 110
Total debt service (% of exports) 1.6 4.4 Freshwater withdrawal (% of internal resources) 1“4.3 138.0
Foreign direct investment (net inflows) “8 1,787 CO2 emissions per capita (mt) 3.2 34
Portfolio equity (net inflows) -285 1,601
GDP per unit of energy use
(2005 PP P $ per kg of oil equivalent) 3.5 4.6
Composition of total external debt, 2012
Energy use per capita (kg of oil equivalent) 1014 1143
IBRD, 1,092. IDA, 27 IVE, 642
Other multi- World Bank Group portfolio 2000 2012
lateral, 1,434
(US$ millions)
Bilateral, 2755 IBRD
Short-term, Total debt outstanding and disbursed 886 1,092
10,595 Disbursements 61 283
Principal repayments 55 115
Interest payments 50 1B
US$ millions IDA
Total debt outstanding and disbursed 55] 27
Disbursements o [¢]
Private Sector Development 2000 2012 Total debt service 3 3
Time required to start a business (days) - 12 IFC (fiscal year)
Cost to start a business (% of GNI per capita) — 23.4 Total disbursed and outstanding portfolio 77 755
Time required to register property (days) - 21 of which IFC own account 77 512
Disbursements for IFC own account 4 204
Ranked as a major constraint to business 2000 2012 Portfolio sales, prepayments and
(% of managers surveyed who agreed) repayments for IFC own account 26 “
na.
n.a. MIGA
Gross exposure 40 204
Stock market capitalization (% of GDP) 70.3 87.0 New guarantees 39 200
Bank capital to asset ratio (%) 7.0 10.1
Note: Figures in italics are for years other than those specified. 9/4/14

..indicates data are not available. —indicates observation is not applicable.

Development Economics, Development Data Group (DECDG).
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Lg

Millennium Development Goals Jordan
With selected targets to achieve between 1990 and 2015
(estimate closest to date shown, +/- 2 years) Jordan
Goal 1: halve the rates for extreme poverty and malnutrition 1990 1995 2000 2012
Poverty headcount ratio at $125 aday (PP P, %of population) 28 < <
Poverty headcount ratio at national poverty line (% of population) 5.0 17
Share of income or consumption to the poorest qunitile (%) . 7.6
Prevalence of malnutrition (% of children under 5) 6.4 6.4
Goal 2: ensure that children are able to complete primary schooling
Primary school enroliment (net, %) 66 67 91 o
Primary completion rate (% of relevant age group) 96 95 101 93
Secondary school enrollment (gross, %) 76 84 86 89
Youth literacy rate (%of people ages 15-24)
Goal 3: eliminate gender disparity in education and empower women
Ratio of girls to boys in primary and secondary education (%) 93 102 01
Women employed in the nonagricultural sector (% of nonagricultural employment) 23 22 21
Proportion of seats held by women in national parliament (%) 1
Goal 4: reduce under-5 mortality by two-thirds
Under-5 mortality rate (per 1000) 43 37 33
Infant mortality rate (per 1000 live births) 35 31 27
M easles immunization (proportion of one-year olds immunized, %) 87 92 99
Goal 5: reduce maternal mortality by three-fourths
M aternal mortality ratio (modeled estimate, per 100,000 live births) . . -
Births attended by skilled health staff (% of total) 87 97 100
Contraceptive prevalence (% of women ages 15-49) 35 50 56
Goal 6: halt and begin to reverse the spread of HIV/AIDS and other major diseases
Prevalence of HIV (% of population ages 15-49) .
Incidence of tuberculosis (per 100,000 people) . . 9 .
Tuberculosis case detection rate (%, all forms) 91 97 80 82
Goal 7: halve the proportion of people without sustainable access to basic needs
Access to animproved water source (%of population) 97
Access to improved sanitation facilities (% of population) 98
Forest area (%of land area) 10 . . .
Terrestrial protected areas (%of land area) 0.7 11 19 19
CO2 emissions (metric tons per capita) 3.3 3.2 3.2 34
GDP per unit of energy use (constant 2005 PPP $ per kg of oil equivalent) 3.2 34 85 4.6
Goal 8: develop a global partnership for development
Telephone mainlines (per 100 people) 7.3 7.3 13.0 6.2
M obile phone subscribers (per 100 people) 0.0 0.3 8.2 128.2
Internet users (per 100 people) 0.0 0.0 26 410
Households with a computer (%) 9.8 54.6
Education indicators (%) Measles immunization (% of 1-year ICT indicators (per 100 people)
olds)
125 100 160
140
100
g 75 120
75 10
50 50 80
25 60
25 40
o+
2000 2005 2010 20
0+ 4 ! ! 4 0
1990 195 2000 2012 2000 2005 2010
—9— Primary net enrollim ent ratio
O Fixed + mobile subscribers
o ) ) R ' )
nglgazfoilrls to boysin primary & secondary OJordan BOMiddle East & North Africa B |nternet users
Note: Figures initalics are for years other than those specified. ..indicates data are not available. 9/4/14

Development Economics, Development Data Group (DECDG).
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SELECTED SPECIAL FOCUS FROM RECENT JORDAN
ECONOMIC MONITORS

Spring 2014 JEM: “Resilience amid Turmoil”

Updating Poverty Estimates at Frequent Intervals: Preliminary Results from Jordan: (Special Focus 1) Jordan,
not unlike many countries, relies on infrequent household expenditure and income surveys (HEIS) to estimate
poverty in the country. In Jordan, the last HEIS survey dates from 2010 so that the last official poverty
estimates is also from that year. When policy decisions are made in 2014, they are therefore based on rather
dated estimates of poverty. Not only has Jordan suffered from a series of negative shocks, the Government has
also introduced major mitigation programs (e.g., the petroleum cash compensation transfer). Have these
programs been successful in protecting the poor? Is Jordan still progressing in its fight against poverty? To help
answer these questions, World Bank staff developed an alternative method for estimating poverty by imputing
household consumption data into the Employment-Unemployment Survey, which is conducted every quarter.
This approach offers alternate annual poverty estimates for Jordan. Based on this new approach, estimates for
2011 and 2012 point to a small decrease in the poverty rate compared to 2010. Previous Bank research revealed,
however, that a third of the population lived below the poverty line in at least one quarter of the year. Hence,
while progress continues in tackling chronic poverty, transient poverty affects a large swath of the population,
which points to a large share of vulnerable Jordanians.

Syrian Refugees and Labor Market Outcomes in Jordan: (Special Focus 2) A large influx of refugees into a
country occurring over a relatively short time is bound to have a major impact on the host country’s labor
market. While in principle both positive and negative impacts could arise from such a shock, ultimately the net
impact on the Jordanian labor market remains an empirical question. Official data are utilized to examine the
impact on three labor market indicators — labor force participation, the employment rate and the unemployment
rate - while accounting for economic activity through using construction permits as a control variable, at the
level of governorates. The Vector Autoregression (VAR) methodology has been adopted on panel data that
involves a cross-section of governorates in Jordan, during the time period Q42007 to Q3 2013. We find
evidence suggesting that the Syrian refugees are causing a reduction in the national labor force participation rate
of Jordanians. Preliminary analysis reveals this could be the result of refugees willing to work for relatively low
wages, causing a large increase in discouraged Jordanian workers (as these have a reservation wage that they
perceive cannot be satisfied under the current environment and therefore prefer to drop out of the labor force
altogether; since these discouraged workers are no longer searching for jobs, they are not counted in the rank of
the unemployed). Given Jordan’s previously low labor force participation rate prior to the Syrian conflict, the
recent drop in the participation rate is a source of concern.

Fall 2013 JEM: “Moderate Economic Activity with Significant Downside Risk”

Impact of Syrian Crisis on Jordan’s Health Sector and Subsidies: (Special Focus 1) The large influx of Syrian
refugees into Jordan, currently at over 8 percent of the Jordanian population, is having a significant and
palpable socio-economic impact. Jordan’s open door policy and the authority’s generous decision to allow the
refugees access to basic services rendered to nationals have generated large direct fiscal costs. This Special
Focus provides quantified estimates of the cost of some of the most significant services provided to the
refugees—drugs and vaccines administered and bread and LPG fuel subsidy programs—for the period 2012-
2014. We find that drugs and vaccines are projected to cost the Jordanian budget USD 71.5 million during that
time period. The bread and LPG subsidy programs are among the principal subsidies extended by the authorities
to enable all Jordanian households access to basic necessities. As these are universal/untargeted subsidies, they
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have also been accessible to the Syrian refugees and possibly to Syrians back in Syria. Using econometric
analysis, we estimate the cost to the bread subsidy program due to increased demand by the refugees during the
period 2012-2014 to be USDS55 million. As for the LPG subsidy, we find that the additional cost comes out to
be USD 24.9 million during that same period.

The Incidence and Importance of Transient Poverty in Jordan: (Special Focus 2) According to annual official
estimates, 14.4 percent of the population in Jordan lived in poverty during 2010. A within-year profile of
poverty, however, indicates that a third of the population in Jordan lived below the poverty line in at least one
quarter of the year. In other words 18.6 percent of the population which is classified as non-poor based on
annual poverty estimated did experience transient poverty, including some lower-middle and middle income
households. Further analysis is needed to understand the complex chronic and transient dimensions of poverty
in Jordan as policy interventions will differ in effectiveness to reduce poverty versus vulnerability.
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Selected recent World Bank publications on Jordan

(for an exhaustive-e list, please go to: http://www.worldbank.org/en/country/jordan/research)

Title

Jordan Economic Monitor: Resilience amid turmoil
Jordan country opinion survey report (July 2013 - June 2014)

Jordan Economic Monitor: Moderate Economic Activity
With Significant Downside Risk

Soft skills or hard cash? : the impact of training and wage
subsidy programs on female youth employment in Jordan

Mitigate the Impact of Syrian Displacement on Jordan

Jordan Economic Monitor: Maintaining Stability and
Fostering Shared Prosperity Amid Regional Turmoil

Developing micro, small and medium enterprises
in Jordan : the route to shared prosperity (English)

Do wage subsidies help young
women get jobs?

Doing business 2013 : Jordan — smarter regulations for
small and medium-size enterprises : comparing business

regulations for domestic firms in 185 economies

Soft skills or hard cash? What works for female
employment in Jordan?

The Patterns and determinants of household
weltare growth in Jordan : 2002-2010

PPIAF assistance in Jordan
Health equity and financial protection datasheet: Jordan
Privatization: lessons from Jordan

Soft skills or hard cash ? the impact of training and wage
subsidy programs on female youth employment in Jordan

The Jordan education initiative: a multi-stakeholder
partnership model to support education reform

Who needs legal aid services? Addressing demand in Jordan

Jordan - Carbon Capture and Storage (CCS): capacity
building technical assistance

Are Jordan and Tunisia's exports becoming more
technologically sophisticated? Analysis using highly
disaggregated export databases

Jordan student aid reform : opportunities for a new generation

Are Jordan and Tunisia's exports becoming more
technologically sophisticated? And why it matters

Jordan - First Programmatic Development Policy Loan
Project: country partnership strategy - summary of discussion
Doing business in a more transparent world 2012

- economic profile: Jordan - comparing regulation

for domestic firms in 183 economies

Assessment testing can be used to inform
policy decisions: the case of Jordan

Jordan - Reproductive health at a glance
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