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Issue (44) August , 2019

Yemen is going through the most critical and complicat-
ed period of its history. The country faces uncertain future 
as it is being tossed by tremendous challenges that have di-
verted it away from the course to the safe port. Under these 
circumstances, the country has undergone severe econom-
ic shocks that dissipated its material and human resources.

To monitor and follow up on the latest developments, 
this Issue highlights major and current economic develop-
ments in Yemen. By the end of 2019, it is estimated that 
the cumulative contraction in real GDP would reach ap-
proximately 45%(1), while cumulative losses in economic 
activity (lost opportunity cost) would amount to around 
$66 billion(2). Due to the overall financial crisis, banking 
sector crisis, scarcity of foreign exchange, restrictions on 
overseas transactions, growing trade deficit and deteriorat-
ed investment climate, the value of the national currency 
further depreciated against the dollar. The exchange rate 
rebounded again surpassing 600 YR/USD in September 
2019. As a result, prices of goods and services went up, and 
the cost of the minimum food basket increased by approxi-
mately 112% between February 2015 and August 2019(3). 
This calls for urgent interventions with the emphasis on 
exerting efforts to restore sustainable peace and building 
strong, fair and transparent state institutions.

IntroductIon
 Macroeconomic Developments 
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The parallel exchange rate 
in August 2019.

Self-sufficiency ratio of wheat 
in 2017

YER 584/ USD 2.8%

people in need of humanitar-
ian assistance in 2019 *.

Cumulative inflation rate in 
December 2018 compared to 

December 2014

24.1 million 110.4%

Cumulative losses in real GDP 
during 2015-2019

Cumulative decline in real 
GDP during 2015-2019.

$ 66 billion 45%

90% of the population lack 
access to public electricity.

Sources: 
* UN Agencies.
** WB, June 2016. 

24.3 million **
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5. Banking Sector Consolidated Balance.

6. Trade Balance.

7. Selected priorities.

It is estimated that Real GDP growth amounted to approximately 
2.1% in 2019(2)(A). This growth is attributed to improved adaptation 
of private-sector economic activities. The fields of electricity and 
construction in particular are witnessing a remarkable growth as 
they maintain the purchasing power of those who still have local 
currency reserves. The projected increase in crude oil production 
grew by 24.6%(4), with lower fuel prices by contrast with the spike 
reached between mid-September and mid-November 2018. In ad-
dition, the aggregate economic demand improved as a result of 
resuming payment of salaries to public employees in the health 
sector and pensions to the retired employees across the country 
as well as maintaining social welfare cash transfers and teachers’ 
incentives.

(A) Real GDP forecasts were made in May 2019, before the recent events in Aden and its vicinity.

 Figure (1): Estimates of Real GDP Growth Rate%

Source: CSO’ National Accounts Bulletin until 2017& MOPIC forecasts of 2018-2019.
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 Figure (2): Lost opportunity Cost in Real GDP (billion US dollar)

Source: MOPIC, Economic Studies and Forecasting Sector, 2019. 
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However, the estimated cumulative 
contraction in real GDP reached 45% 
in 2019 compared to 2014(1). While the 
absolute value of cumulative real GDP 
losses (lost opportunity cost) was esti-
mated to be approximately $66 billion 
over the same period(1). Consequently, 
this has reduced job opportunities and 
income, and thereby aggravating the al-
ready high unemployment and poverty 
rates. 

It is difficult to obtain accurate facts, figures and analyses of the national consolidated budget owing to 
the existing division of state’s financial management since 2016. Public finance crisis represents one of the 
most serious challenges facing the economic, social and institutional situation in the country. Its serious 
repercussions include the persistent non-payment of salaries to the majority of state employees for more 
than two years, and the suspension of the payment of domestic public debt, that has exposed the banking 
sector to a severe liquidity crisis.

Domestic public debt increased from YR 3,180 billion in 2014 to YR 6,019 billion in June 2019, repre-
senting 44.5% and 94.1% of GDP for the same period respectively(5). This shows the rapid increase in the 
burden of public debt to alarming levels. Currently, state finance is unable to pay public debt in cash, and 
thereby exacerbating the liquidity crisis in the banking sector. The impact of accumulating public debt is not 
limited to the existing risks but also poses challenges in the long term; that is, the public debt expenditures 
will be at the expense of allocations for the social and development public expenditures.

Although the absolute value of external public debt stabilized at below $7 billion in 2014-2017, it in-
creased by $2 billion (Saudi Deposit) in 2018(5). Consequently, the external public debt to GDP ratio in-
creased from 22% in 2014 to 77% in June 2019 as a result of the depreciation of national currency value 
against the dollar(B). This has further undermined Yemen’s creditworthiness due to default to meet its exter-
nal debt service dues.

(B)  The ratio of public debt to GDP in June 2019 has been calculated based on the parallel exchange rate (559 YR/USD) in June 2019.

2- State Finance and Public Debt:
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Figure (3):  Domestic Public Debt (Billion YER) Figure (4): External Public Debt (Million USD) 

Source: CBY, 2019.
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3. Exchange Rate: 

4. Inflation:

Local currency depreciation has been one of the driving factors that negatively impacted on the living 
conditions of the people, particularly when the exchange rate crisis peaked between mid-September and 
mid-November 2018. Subsequently, the exchange rate relatively declined; nevertheless, it never stabilized. 

Over the past months of 2019, the average parallel exchange rate against the US dollar increased from 
537 YR/USD in January 2019 to more than 570 YR/USD in February and March 2019. It even reached 
nearly 600 YR/USD on some days of the first quarter of 2019; however, it declined to 513 YR/USD in April 
2019. The Central Bank in Aden exerted tremendous efforts to contain the exchange rate crisis through 
financing the imports of fuel and basic food commodities at a preferential exchange rate, putting in place a 
banking system for managing financial centers of banks, and activating monitoring and inspection, in ad-
dition to training compliance officers in banks on compiling and reviewing the required reports. It has also 
improved management of foreign currency and exchange service, including reporting exposure to risk of 
foreign exchange. Despite all that, the parallel exchange rate gradually amounted to 584 YR/USD in August 
2019; rising by 172% compared to the beginning of 2015 (Figure 5)(6). This has led to an upward move-
ment in consumer price inflation as well as a decrease in the purchasing power of the national currency. 
Consequently, the real value of savings, income and consumption has been reduced. Since Yemen relies on 
imports to cover most of its food and non-food needs, the levels of poverty, food insecurity and malnutrition 
further exacerbated in the country.

Cumulative consumer price inflation rate rose by 110.4% in December 2018 compared to December 
2014(7). It is expected to further increase by 10% in December 2019 compared to December 2018(2). Price 
hikes are due to the exchange rate crisis, increased tax burdens as a result of double taxation, imposed re-
strictions on internal and external movement of goods, and high transport and insurance costs; in addition 
to shortage of some basic commodities, such as fuel and Liquefied Petroleum Gas (LPG).

According to Food Security Technical Secretariat’s data, prices of basic food commodities in July 2019 
were higher than they were in February 2015 by 104.3% for wheat, 91.6% for wheat flour, 62.1% for sugar, 
113.9% for non-basmati rice, 108.6% for locally produced cooking oil(3). As a result, the cost of the mini-
mum food basket increased by approximately 112% over the same period(8). 
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Figure (5): Parallel Exchange Rate During 2015-August 2019 (YER/USD)

Source: CBY, 2019.

Table (1) Annual Inflation Rate – End of Year (%)

Description / Year 2015 2016 2017* 2018* 2019**

Consumer Price Index (end of period) % 23.9 11.9 18 30.7 10.0
Source:*CSO, 2018.  
**MOPIC, Economic Studies and forecasting Sector, Economic Forecasting Team, 2019.    *Estimates          **Projections 



GGDP $$$ YYEMENYEMEN SOCIO-EECONOMICSOCIO-EECONOMIC

UPDAATE

GDP $$ YEMENYEMEN
SOCCIO-ECONOMMICSOCIO-ECONOMIC

UPDATE

UUUPDATEGDP $$ YEMENYEMEN

SOCIO-ECONOMIC

Issue (44) August , 2019     Page 4 Yemen Socio-Economic Update

 Figure (6): National level trends of Minimum/ Survival Food Basket Cost for 7 persons per month 
(Feb 2015- August 2019)

 Figure (7): Local sales of liquified petroleum gas form January 2018 to May 2019 
(Cooking gas, in 1000 M.T)

Source:Food Security Technical Secretariat, Issue No. (49), August 2019.

Source:Ministry of Oil and Minerals, 2019.
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The local market occasionally witnesses shortage in gasoline and diesel supply. This includes the acute 
shortage of fuel supply in the second week of July and in the second half of September 2019, that occurred 
as a result of the dispute over importing mechanisms and vessel seizure. In many governorates, there is a 
shortage of cooking gas in the local market partly because of limited domestic production and growing 
domestic demand, let alone the growing number of vehicles fueled by cooking gas. This creates parallel 
markets with sharp price difference surpassing the double price. Prices of diesel, gasoline and cooking gas 
increased on average by 36%, 10% and 8% respectively in July 2019 compared to July 2018(3). In many 
governorates, the prices for gasoline and diesel were about 185% higher in August 2019 than in February 
2015(8). Recently, Marib Oil Company raised the retail price of the cooking gas cylinder (20 kilograms) 
from YR 1,500 to YR 2,200(8). High inflation rate makes it difficult for the poor and low-income people 
to have access to basic goods and services, thus exacerbating food insecurity and the already widespread 
poverty in the country.

5. Banking Sector Consolidated Balance: 

According to the available data, the assets of the consolidated balance sheet of Commercial and Islamic 
banks increased from YER3,509 billion in December 2018 to YER3,702 billion in July 2019, a growth rate 
of 5.5%(10). However, bank budget details show that the bulk of these assets remain out of reach as unavail-
able liquid assets in the form of government securities (deposits and required reserves at the Central Bank) 
and credit given to the private sector, largely at risk of default. This accounts for the ongoing liquidity crisis 
in the banking sector (Figure 8).



GGDP $$$ YYEMENYEMEN SOCIO-EECONOMICSOCIO-EECONOMIC

UPDAATE

GDP $$ YEMENYEMEN
SOCCIO-ECONOMMICSOCIO-ECONOMIC

UPDATE

UUUPDATEGDP $$ YEMENYEMEN

SOCIO-ECONOMIC

Issue (44) August , 2019     Page 5 Yemen Socio-Economic Update

Meanwhile, the banking sector’s foreign assets aug-
mented by 1.2% between December 2018 and July 
2019 as a result of foreign exchange availability at 
banks. This augmentation occurred despite the de-
cline in foreign currency reserves in banks abroad and 
in foreign investment due to restrictions imposed on 
cash transfers to and from Yemen as well as transac-
tions with international financial institutions. 

Bank reserves increased by about 11.6% over the 
same period as a consequence of the accumulation 
of the banks’ deposits with the Central Bank, most 
of which are deemed to be frozen assets. Moreover, 
these banks no longer deposit cash with the Central 
Bank, thereby increasing the amount of local curren-
cy held in their vaults. In parallel, the banking sector’s 
loans and advances rose by 1.2% due to the increase 

of the credit provided to public sector institutions. Similarly, the credit to the government increased by 6.4% 
because the government debt service to the banks is recognized on the books but not available in cash; in ad-
dition to making new loans. Unfortunately, credit to the private sector declined by around 13.5% despite the 
vital role such loans can play in stimulating economic activities and income-generating job opportunities.

In terms of liabilities, total deposits at Commercial and Islamic banks grew by approximately 5.6% be-
tween December 2018 and July 2019. This is mainly due to the considerable increase in demand and ear-
marked deposits.  In contrast, the banking sector’s external liabilities decreased by 57.4% during the same 
period owing to less credit/deposits from offshore banks, which reflects lack of confidence in local banks 
as Yemen is classified as a high-risk area. This, in turn, undermines local banks’ ability to extend credit and 
finance imports.

 Figure (8):Structure of Assets of Commercial and Islamic 
Banks in July 2019

Source: CBY, 2019.
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Table (2) Annual Change Rate of Commercial and Islamic Banks Assets 
during 2014- July 2019 (%)

Description / Year 2014 2015 2016 2017 2018 July 2019

Assets 1.2 -1.5 7.0 7.5 10.2 5.5

Foreign Assets: -8.3 0.4 14.9 -8.5 4.9 1.2

  Foreign currency -5.1 85.4 -8.1 -46.6 1.0 50.8

  Banks abroad 5.3 -13.4 21.9 -1.0 13.6 -5.2

  Foreign investment -20.7 -3.5 17.9 -3.4 -3.7 -0.4

Reserves: -6.1 27.0 14.7 29.8 11.3 11.6

  Local currency 19.7 -30.5 -11.1 133.0 13.2 40.9

  Deposits with CBY -9.4 36.8 17.0 23.0 11.1 7.8

Loans & Advances: 7.1 -8.2 2.0 5.3 12.6 1.8

  Government 8.9 -1.8 3.0 6.6 12.1 6.4

  Public Enterprises 14.0 -47.5 8.2 -29.3 -4.8 12.7

  Private sector 2.6 -21.5 -1.5 3.0 15.0 -13.5

Other Assets -12.8 17.1 15.2 22.5 2.2 28.2

Source: CBY, 2019.
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Table (3) Annual Change Rate of Commercial and Islamic Banks’ Liabilities 

during 2014- July 2019  (%)

Description / Year 2014 2015 2016 2017 2018 July 2019
Liabilities 1.2 1.5- 7.0 7.5 10.2 5.5

Deposits: 0.0 3.4- 5.6 4.5 8.9 5.6

  Government 35.1 181.2 35.8- 49.9 25.5- 31.6-

  Demand 3.0 51.0 0.4 9.8 30.3 15.6

  Time 3.0 18.3- 4.0 2.5 3.1 3.5

  Saving 5.4 6.8- 12.8 2.4 9.4 2.2

  Foreign currency 3.7- 7.2- 10.4 4.1 4.4 0.3

  Earmarked 20.0- 2.5- 3.6- 10.2- 3.0 54.1

Foreign liabilities: 3.0 25.8- 0.3 7.7- 97.9 57.4-

  Banks abroad 3.6 25.5- 0.7- 7.5- 103.4 59.4-

  Non-residents 5.6- 30.2- 17.3 9.9- 17.4 6.8-

  Borrowing from banks - - - - 1.0 2.0

Other liabilities: 6.3 8.1 12.2 18.3 11.2 9.0

  Loans from CBY 77.4 85.0 36.2 9.0 30.1 100.0-

  Capital &Reserves 5.1 4.3 1.0 11.6 7.2 13.7

  Other liabilities 7.0 10.5 19.6 22.2 13.1 7.8

Source: CBY, 2019.

6. Trade Balance:
Foreign trade was strongly shocked during the conflict, the value of merchandise exports declined by 80% 

and merchandise imports decreased by 20% in 2018 compared to 2014(11). Therefore, the trade balance defi-
cit soared from about $ 3.9 billion in 2014 to about 5.5% in 2018, and it is estimated to reach $ 5.8 billion 
in 2019 (Table 4)(11). The deterioration in foreign trade is due to several factors, most notably: the scarcity 
of foreign hard currency, the affected consumptive and productive capacity of the country, delayed entry 
and clearance of ships in Yemeni ports, and the closure of some of the main land and air ports that have 
been physically damaged. In addition to the departure of foreign oil and gas companies from Yemen. Sub-
sequently, Yemen was ranked the second worst in the cross-border trade index in the World Bank’s Doing 
Business Report released in January 2019(12). 

Hydrocarbon exports used to be the key source of the hard currency inflow that finance merchandise im-
ports, support foreign exchange reserves and stabilize exchange rate. Before the ongoing conflict, hydrocar-
bon exports constituted more than 80% of total merchandise exports. However, since the beginning of April 
2015, hydrocarbon exports have stopped, except for very small quantities of crude oil. As a result, foreign 
currency inflows sharply declined, leading to further depreciation of the national currency.

Table (2) Exports and Imports of Goods (Million USD)

Source: Central Bank of Yemen, 2019.                *Preliminary data    ** Estimates

Year / Items 2014* *2015 2016* 2017* 2018* 2019**

Exports of Goods 7862 1444 431 1301 1569 1,382.3

Imports of Goods 11,777 6,309 6,798 6,516 7,104 7,230
Trade Balance (Exports – 
Imports) -3,915 -4,865 -6,367 -5,215 -5,535 -5,848

Structure of Exports of Goods %

Exports of Goods 100.0 100.0 100.0 100.0 100.0 100.0

    Hydrocarbon Exports 81.4 68.2 19.5 63.6 78.8 80.0

    Non Hydrocarbon Exports 18.7 31.8 80.5 36.4 21.2 20.0

Structure of Imports of Goods %

Imports of Goods 100.0 100.0 100.0 100.0 100.0 100.0

    Oil product 16.3 13.5 16.1 25.2 29.7 28.7

    Non hydrocarbon 83.7 86.5 83.9 74.8 70.3 71.3
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In 2018, crude oil exports from Hadhramout and Shabwa amounted to approximately 10.8 million barrels, 
and the quantity is expected to rise to 13.5 million barrels in 2019, with an increase of 24.6% accounting for 
one third of the government’s share of crude oil production in 2014. The figure (9) shows the actual quanti-
ties of monthly crude oil exports from December 2017 to June 2019(4). While LPG, which is consumed lo-
cally for cooking, continues to be produced, LNG exports has been suspended since April 2015. Oil exports 
from Marib through Ras Isa terminal has also been on halt ever since.

 Figure (9): Monthly Oil Exports in Million Barrel During December 2017-June 2019

Source:Ministry of Oil & Minerals, Department of Crude Oil Marketing, 2019.
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Selected priorities:
1. Evaluating and reforming Economic Units to ensure efficient performance, and their surplus resources 

are to be used in sustainable investment.
2. Conducting studies to analyze domestic public debt and identify appropriate alternatives to reduce it.
3. Developing partnership with the private sector in areas of relative stability to provide some services 

through appropriate partnership formats.
4. Preparing feasibility studies for investment opportunities and presenting them to the private sector, such 

as manufacturing solar panels and recycling and manufacturing batteries.
5. Re-operating the suspended power plants and assigning the private sector to distribute the service in order 

to ensure sustained delivery of electricity services and payment of electricity bills at reasonable price.
6. Giving priority to the maintenance of cooking gas cylinders so as to save families’ lives.
7. Accelerating entry of fifth unit of liquefied petroleum gas to the service. 
8. Facilitating overseas transactions through easing restrictions on the movement of goods and transferring 

bank assets of foreign exchange and medicines through airports.
9. Maintaining funds for importing basic goods and fuel at a preferential exchange rate.
10. Developing mechanisms for collecting and utilizing Awqaf and Zakat resources (Religious Endow-

ments and Taxes) to alleviate poverty.
11. Scaling-up external aid and grants earmarked for livelihood and poverty reduction programs.
12. Giving priority to the maintenance of damaged asphalt roads to avoid further damage through pro-

viding adequate resources to Road Maintenance Fund.
13. Giving priority to payment of teachers’ salaries, addressing the phenomenon of cheating in public 

examinations, and covering the expenses of public examinations of students in basic and secondary edu-
cation.
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Contact Person
For more detailed information about items in this update please contact: 

Mr. Abdulmageed Albatuly     Email: aalbataly@gmail.com    Tel.:+967 771 555 730           
www.mpic-yemen.org
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