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For Yemen’s economy, 2018 was a year of hardship 
where the economy has experienced new shocks and 
existing crises have deepened, leaving a severe impact 
on the living situation of all citizens, consumers, pro-
ducers and traders. Consequences of this year will be 
engraved in the memory of the Yemeni economy.

An important part of the national economy in Hodeida 
has been crippled by the escalating military operations 
since mid-2018. The US dollar exchange rate peaked at 
a record and amounted to about YER800/ US dollar at 
the end of September 2018, increasing by 33.3% in just 
two weeks. The repercussions of this shock have been 
reflected on the prices of goods and services, where the 
inflation rate was estimated at 20.7% in 2018(1).

In parallel, the fuel crisis has re-emerged and the 
cooking gas crisis has worsened. The crisis of state 
employees’ salaries continued in most of the gover-
norates, putting millions of people at risk of poverty 
and deprivation, amidst a deepening liquidity crisis in 
public finance and the banking sector and disruption of 
hydrocarbon exports. Yemen’s economy ranked among 
the lowest four countries on the world’s doing business 
map(2). 

The prospects of the Yemeni economy are based on 
the hope of accelerating peace efforts and giving prior-
ity to the economic file to allow the resumption of hy-
drocarbon exports and the flow of more donor support 
to meet the humanitarian needs, support the national 
currency and improve livelihoods, with a focus on pay-
ing salaries of state employees and cash transfers on a 
regular basis and providing operation expenses to ba-
sic social services. Otherwise, Yemenis may see more 
tragic situations in 2019.
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The real GDP growth rate was estimated at about 0.8% 
in 2018(1). It is the first time where the economic activity 
is likely to achieve a positive change (though slight) since 
2014. This growth was supported by the increased donor 
support for Yemen, exceeding $4.7 billion(A), to mitigate 
the severe humanitarian crisis and soothe the exchange 
rate fluctuations, and thus supporting consumer spending. 
In addition to the coping mechanism taken by some resi-
dents and economic activities to adapt to the repercussions 
of the ongoing war. For example, there  has been a relative 
improvement in construction, electric power generation 
and microfinance activities, as well as the return of OMV 
company to Yemen to increase oil production from Hab-
ban oil field to about 10,000 - 12000 barrels / day(3).

The real economic growth rate (0.8%) is lower than the 
expected rate (2.5%)(1). The economic stagnation in 2018 
is attributed to several factors, mainly the armed conflict 
in Amanat Al-Asemah in late 2017 and the escalating 
military operations in many areas, especially in Hodeida 
governorate, since the beginning of the second half of 
2018. This had serious damages on the physical, human 
and economic capital and strengthened uncertainty about 
development future in Yemen. In addition to the exchange 
rate shock that peaked late September 2018 and its effects 
on the prices of goods and services still exist even after 
the end of the year. As well as the ongoing salary crisis of 
state employees in most of the Yemeni governorates, ero-
sion of people’s remaining savings, soaring fuel prices and 
worsening cooking gas crisis.

Gross Domestic Product:

Gross Domestic Product

Rising inflation

Currency Crisis 2018

Consolidated Banking Sector Budget

Public Finance Crisis

Doing business

Facts and IndIcators

The parallel exchange rate 
in January 2019.

Self-sufficiency ratio of wheat 
in 2017

YER 544/ USD 2.8%

people in need of humanitarian              
assistance in 2018 *.

people displaced (IDPs & 
returnees) as of June 2018 .

22.2 million 3.3 million *

People facing severe acute food 
insecurity in December 2018.

Cumulative decline in real 
GDP during 2015-2018.

15.9 million 46.1%

90% of the population lack 
access to public electricity.

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

24.3 million **
(A)As of 15 January 2019, the 2018 Yemen Humanitarian Response Plan (HRP) 

received $ 2.44 billion. The other funds were in the form of a $ 2.2 billion 
deposit and grant at the Central Bank of Yemen in Aden and a $60-million fuel 
grant per month to operate power stations. The fuel grant has been provided 
twice as of November 2018.
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Figure (1): Estimates of Real GDP Growth Rate %

Figure (2): Estimates of GDP per capita at current prices (U.S.dollars per capita) in 2018

Figure (3): Lost Opportunity Cost in Real GDP (billion US dollar)

The lost 
opportunity 
cost in real 
GDP was 

estimated at 
$49.8 billion  
during 2015-

2018

As a result, GDP per capita at the current prices shrank from $481 in 2017 to $364 during 2018, decreasing by 
24.3%(1&4). This means that more people are sliding below the Poverty Line. Figure (2) indicates the decrease in 
GDP per capita in Yemen at the current prices, compared to the average per capita income worldwide and in the 
countries within the region, including war-stricken countries such as Libya, Sudan and Afghanistan(5).

Based on the updated estimates of the 
national accounts data, the cumulative real 
GDP contraction was estimated at 46.1% 
during 2015-2018(1&4). The lost opportunity 
cost in GDP at the constant prices for 2010 
was estimated at $49.8 billion during 2015-
2018. The situation is further complicated 
with the division in the economic institu-
tions; disruption of the hydrocarbon sec-
tor; worsening poverty, food insecurity and 
malnutrition and the deterioration of basic 
social services. Unless immediate, fair and 
sustainable peace is achieved, the economic 
losses are likely to increase and the gap be-
tween Yemen, the countries of the region 
and the world will continue to widen. 

Source: CSO, National Accounts Bulletin until 2017. And MOPIC, forecasts of 2018-2019.

Source: GDP Estimates 2018, the Ministry of Planning and International Cooperation.
IMF database:  http://www.imf.org/external/datamapper/NGDPDPC@WEO/MEQ/MENA/EGY/SDN/YEM/LBY/TUN/WEOWORLD

Source: MOPIC, 2019.
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The Yemeni riyal has gone through tough times during 2018 and its collapse accelerated at unprecedented 
levels in the second half of September 2018, when the exchange rate peaked at YER800/ US dollar on 30 
September and 1 October 2018 compared to YER600/ US dollar in mid-September 2018, increasing by 
33.3% within two weeks only.

In a country that relies mainly on imports to cover most of its food and non-food needs, the rapid collapse 
of the national currency has confused all citizens, both consumers and producers, and forced large busi-
nesses to close their doors for several days. There was a severe fuel shortage, the economic activity was 
paralyzed, prices skyrocketed and food insecurity crisis worsened. The most important emerging factors 
that triggered the exchange rate crisis are probably as follows:

In response to the currency crisis, several fruitful measures have been taken to curb the dollar’s surge 
and forced it to decrease to about YER500.3/ US dollar on average in December 2018 (Figure 5). The 
most important of these measures are:

● Failure to hold peace negotiations that were scheduled to take place in Geneva on September 6, 2018, 
thereby increasing uncertainty about the political situation and causing disappointment among Yemenis. 

● Increase of oil global prices during August-September 2018, and the tendency to increase imported quan-
tities in anticipation of any implications of the escalating military operations in Hodeida.

● Soaring speculations in the exchange market under the influence of political and economic variables.

● Poor timing of certain economic decisions and delay in funding basic food commodity imports at an of-
ficial rate(B).

 ●Financing the basic commodity imports (wheat, , rice, sugar, infant formula and cooking oil) from the 
Central Bank of Yemen in Aden at an official exchange rate that declined gradually from YER585/ US dol-
lar early November 2018 to YER440/ USD at the beginning of December 2018, thanks to the $2 billion 
Saudi deposit, a $200 million grant and the fuel grant to power plants at about $60 million per month. As 
of the end of the third week of January 2019, the amounts disbursed from the deposit to cover documentary 
credits for the import of basic commodities amounted to $441 million, of which 47% was used to cover 
wheat imports(6).

Currency Crisis 2018:

Figure (4): Key economic factors affecting foreign exchange rate
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(B) On September 3, 2018, the Economic Committee in Aden endorsed a package of measures to address the currency crisis and activate the monetary cycle, 
including the prevention of basic commodities and fuel entry to Yemen without a bank certificate endorsed by the CBY in Aden as of October 9, 2018. 
This raised concerns among some importers who feared that such decision might restrict their activities. Consequently, their demand for foreign exchange 
increased in order to import larger quantities of such goods before the end of the time limit. It should be noted that this measure was not implemented at all.
Some analysts believe that the delay in financing the basic commodity imports at the official exchange rate by the CBY in Aden made importers accumulate 
large amounts in Yemeni riyal while waiting for the enforcement of the commodity import coverage mechanism announced by the bank in July 2018. As a 
result of the US dollar appreciation, traders rushed to purchase large amounts of US dollar directly from the exchange market within a short period to avoid 
any losses. This has coincided with the increase in the issuance of banknotes during August 2018. The Payment and Foreign Exchange Committee in Sanaa 
had regulated the process of financing the basic commodity imports to June 2018.
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 ●Withdrawal of a part of the circulating cash liquidity by the CBY through the use of domestic debt instru-
ments, as well as selling US dollar to basic commodity importers who withdrew the local currency from the 
parallel market to open documentary credits and sold the hard currency that they had. 

 ●Pledges of international parties to support the inflow of foreign exchange to Yemen’s economy, which 
gave assurances to the exchange market, including the World Bank announcement in mid-December 2018 
of a $140-millon grant to continue the provision of social welfare cash transfers to 1.5 million poor cases, 
45% are women. The grant covers a period of six months. In addition to the agreement between the CBY 
and the International Finance Corporation (IFC) to provide a $500-million credit facility to finance wheat 
and rice imports. Arrangements are scheduled to begin in February 2019(7).

 ●Holding political talks in Stockholm, Sweden, and reaching agreement on the files of Hodeida and captives 
and detainees, which are the most complicated files on the agenda of the talks, with postponing the central 
bank’s issue for next round, raising hopes to reach an economic and political settlement.

 ●The decline in global oil prices, which reduces demand for foreign currency and eases pressure on the 
exchange rate.

 ●The state of panic that happened in the market due to the devaluation of US dollar during November 
2018, where many people rushed to sell their foreign currency savings to avoid any losses. The US dollar 
reached its lowest level (YER379/ US dollar) at the end of November 2018(8), and then increased to more 
than YER550 / US dollar at the end of January 2019 affected by, among other factors, the slow political 
settlement and increased demand for foreign exchange to finance the imported goods of Ramadan and Eid 
al-Fitr (Figure 5).
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Figure (5): Parallel Exchange Rate duing 2015-2018 (YER/USD)

Source: CBY, 2019.

Remittances made by Yemenis working abroad and hydrocarbon exports were the main source of ex-
ternal financing to finance imports and support the exchange rate stability during the transition period 
2012-2014. The government’s share of the hydrocarbon exports used to flow to the CBY to be used to 
finance basic commodity and fuel imports at the official exchange rate, while remittances used to flow 
to exchange dealers and banks to meet the foreign exchange needs of importers.

However, the hydrocarbon exports have been disrupted during the ongoing war, except limited quan-
tities from Shabwa and Hadhramaut. It was expected that the remittances made by Yemenis working 
in Saudi Arabia would be adversely affected by the Saudi labor market reforms program that resulted 
in imposing surcharges on expatriate workers and their dependents and nationalization of several oc-

Remittances ... Hydrocarbon Exports ... Currency Crisis
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The inflation rate was estimated at 20.7% in 2018(1), influenced by, among other factors, the exchange 
rate crisis, increasing tax burdens, duplication of customs duties and restrictions on the movement of goods 
internally between governorates and externally to and from Yemen. The prices of goods and services have 
reached unprecedented levels during mid-September— mid-November 2018. There has been an ongoing 
scarcity of cooking gas in most of the Yemeni governorates, resulting in an increase in demand for firewood 
as an alternative fuel for cooking and, consequently, an random cutting of trees that endangers the environ-
ment and vegetation.

The improvement in the national currency value since November 2018 has led to a relative decrease in 
prices and alleviated the severity of the humanitarian crisis in the country. The large-scale campaigns car-
ried out by trade and industry offices in Sana’a and Aden to control commodity prices and punish traders 
who violate the declared price lists have also helped in price reduction.

Rising inflation:

cupations, but these remittances are still the last resort - along with external support - which is in high 
demand by importers, including fuel importers in the exchange market to cover the imports bill, avoid-
ing the most dangerous scenarios of the economic and humanitarian situation in Yemen and taking into 
consideration the critical circumstances in the country. It is hoped that the Yemeni expatriates will be 
exempted from these procedures, as well as the resumption of the hydrocarbon exports.
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Figure (6): Increase of Prices of Basic Commodities in November 2018 compared to the beginning of The Crisis

However, commodity prices are still higher than prices during the pre-war time. The national average 
retail price of wheat flour, red beans, sugar and cooking oil in November 2018 was higher by about 130%, 
163%, 86% and 75% respectively, compared to the pre-war time(9). The national average price of cooking 
gas, oil and diesel in November 2018 was higher than the pre-war period by 168%, 202%, and 232%, re-
spectively, with wide variation between governorates (Figure 6). The average minimum food basket cost 
was 127% higher over the same period. This reflects the continuous difficulties in living conditions of large 
population groups, especially in light of the depletion of savings, income scarcity and the collapse of pur-
chasing power over the years of war.
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Figure (7): Structure of Assets of Commercial and 
Islamic Banks in October 2018

Available data on the consolidated budget of commercial and Islamic banks indicate that the assets of 
these bank increased from YER3,183 billion in December 2017 to YER3,409 billion in October 2018, with 
an increase of 7.1%, due to the increase in reserves, loans and advances(8). However, the details of the bud-
get show that the bulk of bank assets remain out of control and are not available for use because they are in 
the form of government securities, balances at the CBY (Deposits and required reserve), and loans to the 
private sector that are at risk of default. This has exacerbated the liquidity crisis and the lack of confidence 
in the banking sector (Figure 7).  

The foreign assets of the banking sector declined by 
about 7.6% during December 2017- October 2018 due 
to the decline in available foreign currency in banks and 
their investments abroad, in addition to the decrease in 
their foreign exchange reserves in foreign banks due to 
the difficulty to transfer accumulated liquidity abroad 
and the low incoming remittances and transactions with 
international financial institutions.

During the same period, banks’ reserves have increased 
by about 18.2% as a result of the accumulation of their 
deposits at the CBY, which are considered frozen. Also, 
the increase of local currency in banks because they no 
longer place their deposits in the CBY. In parallel, loans 
and advances of the banking sector increased by 8.6% 
during the same period due to the increase in credit grant-
ed to the private sector by about 17.6%, as well as the in-
crease of loans to the government by about 6% as a result 
of including the local government debt service to banks 
in registers while it’s not available in cash, in addition to 
the provision of new loans.

Consolidated Banking Sector Budget:

43%

14%
Loans to private sector 

(almost half at risk)

Credit to Government
 (out of control)

8%
Other Foreign

Assets

Local Currency
in bank valuts

Balances at the CBY
(out of control)

15%

16%

4%

Source: CBY, 2019.

Source:Central Bank of Yemen, 2018

Table (1) Growth Rate of Commercial and Islamic Banks Assets during 2014- October 2018 (%)

Description/Year 2014 2015 2016 2017 October-2018

Assets 1.2 -1.5 7.0 7.5 7.1

Foreign Assets: -8.3 0.4 14.9 -8.5 -7.6

            Foreign currency -5.1 85.4 -8.1 -46.6 -23.3

              Banks abroad 5.3 -13.4 21.9 -1 -89

              Foreign investment -20.7 -3.5 17.9 -3.4 -1.7

Reserves: -6.1 27 14.7 29.8 18.2

              Local currency 19.7 -30.5 -11.1 133 90.6

              Deposits with CBY -9.4 36.8 17.0 23.0 9.2

Loans & Advances: 7.1 -8.2 2 5.3 8.6

              Government 8.9 -1.8 3 6.6 6

              Public Enterprises 14 -47.5 8.2 -29.3 -2.6

              Private sector 2.6 -21.5 -1.5 3 17.6

Other Assets -12.8 17.1 15.2 22.5 2.1
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Source:Central Bank of Yemen, 2018

Table (2) Annual Growth Rate of Commercial and Islamic Banks’ liabilities during 2014- October 2018  (%)

Description/Year 2014 2015 2016 2017 October 2018

Liabilities 1.2 -1.5 7.0 7.5 7.1

Deposits: 0.0 -3.4 5.6 4.5 6.8

         Government 35.1 181.2 -35.8 49.9 -25.3

          Demand 3.0 51.0 0.4 9.8 29.8

           Time 3.0 -18.3 4.0 2.5 3.8

           Saving 5.4 -6.8 12.8 2.4 2.4

           Foreign currency -3.7 -7.2 10.4 4.1 -1.5

           Earmarked -20.0 -2.5 -3.6 -10.2 32.8

Foreign liabilities: 3.0 -25.8 0.3 -7.7 -10.8

           Banks abroad 3.6 -25.5 -0.7 -7.5 -12.5

           Non-residents -5.6 -30.2 17.3 -9.9 13.8

          Borrowing from banks 0.0 0.0 0.0 0.0 0.0

Other liabilities: 6.3 8.1 12.2 18.3 8.6

           Loans from CBY 77.4 85.0 36.2 9.0 24.6

           Capital &Reserves 5.1 4.3 1.0 11.6 2.2

           Other liabilities 7.0 10.5 19.6 22.2 11.8

In terms of liabilities, foreign liabilities to the banking sector declined by about 10.8% during Decem-
ber 2017— October 2018. This is mainly due to the decline in credit /deposit granted by foreign banks to 
Yemeni banks, reflecting the weak confidence of foreign banks in local banks as Yemen is classified as a 
high-risk zone, which reduces the ability of local banks to grant credit and finance imports.

Total deposits in commercial and Islamic banks grew by 6.8% during December 2017— October 2018, 
supported by an increase in demand, time and saving deposits, while foreign currency deposits declined by 
about 1.5%, reflecting the increasing liquidity scarcity of foreign exchange in banks.

Figure (8) indicates that the banking sec-
tor consists of 17 banks, including 4 Islamic 
banks. The banking market is concentrated, 
where three banks control 52% of the bank’s 
total deposits: International Bank of Yemen 
(19%), Tadhamon International Islamic Bank 
(17%) and Cooperative Agricultural Credit 
Bank (16%)(10). The coverage of bank branch-
es in Yemen is limited to urban areas, while 
70.8% of the population lives in rural areas. 
This hampers the access of a large segment of 
the population to banking services, in addition 
to the high costs of delivering some humani-
tarian assistance, such as the cash transfers 
provided by international humanitarian orga-
nizations, through banks.
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Figure (8): Deposits Structure of banking sector in Yemen in Febru-
ary 2018

Source: Tadhamon International Islamic Bank, Performance evaluation of commercial and 
Islamic banks in Yemen and distribution of deposits among banks, June 2018.
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The public sector played a vital role in turning the wheel of economic and social activity in Yemen until 
2014. Then, the public finance indicators deteriorated gradually due to the repercussions of the ongoing 
war. The situation worsened with the division of the public finance management following the relocation of 
the CBY to Aden in September 2016.

The public finance crisis, that had a severe shock on Yemen’s economy in 2017, continued more strongly 
in many parts of Yemen in 2018, influenced, among other factors, by the disruption of hydrocarbon rev-
enues – which were the largest public budget resources - the suspension of donor support for the public 
budget; limited other revenues, mainly the surplus profits of some public institutions and limited taxes due 
to the disruption of income taxes on salaries of state employees; the physical damage to private sector insti-
tutions; restriction of foreign trade and the contraction of economic activity in general.

As a result, the public budget in many of the governorates has been experiencing a severe liquidity crisis 
for more than two years, unable to carry out its basic social and developmental functions and leaving cata-
strophic effects on public and private activities and various groups of society: men, women and children. 
These effects include:

● Suspension of the social welfare payments and salaries of state employees, who have millions 
of dependents in most of the Yemeni governorates. 

● Disruption of the operating expenses of public service facilities in many areas nationwide, in-
cluding education, health, water and electricity through the public grid. 

● Freezing the projects of the Public Investment Program, which has greatly affected the con-
tracting sector and its related activities.

● Non-payment of due amounts to contractors and suppliers, which amount to the hundreds of 
billions.  

● Non-payment of domestic public debt interests and instalments, exposing the banking sector to 
the risks of a severe liquidity crisis.

● Placing more tax and customs burdens on the private sector and undermining confidence be-
tween the public and private sectors.

Public Finance Crisis:

There are no data available for publication on the state budget since 2016. However, the annual report of 
Sana’a Center for Strategic Studies indicated that the actual total public expenditure in the public budget 
in Aden at the end of September 2018 amounted to about YER900 billion, of which 60% was allocated for 
wages and salaries, 17% for central operating expenses and 14% for social benefits, while the rest was spent 
on assets and payment of obligations. In November and December 2018 pensions were paid to the General 
Authority for Social Security and Pensions in all governorates, including retirees in the northwestern gov-
ernorates whose salaries have been suspended since the second quarter of 2017.

Efforts in 2019 are aimed at implementing several measures, including(11): reducing the budget deficit to 
safe limits by rationalizing the current expenditures and eliminating unnecessary expenditures, enhancing 
the public revenues by increasing the collection of central resources through the CBY such as the oil sales, 
grants, taxes and customs. As well as supporting the exchange rate stability to contain inflation, strength-
ening the capacities of commodity markets and prices monitoring and focusing on providing projects and 
services to improve the living conditions and alleviate the suffering of citizens, stressing the importance of 
donor support to bridge the budget deficit and restore macroeconomic stability in the short term.
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The investment climate and doing business of the private sector are as important as grass and water for 
birds. The Doing Business Report 2019 measures the level of the ease of doing business which is reflected 
on a rank from 1 to 190, where 1 represents the best and 190 represents the lowest performance. In this 
context, Yemen ranked 187 out of 190 countries in the ease of doing business ranking in 2019 (figure 9). It 
placed Yemen among the lowest four countries on the world’s doing business map. Venezuela ranked (188), 
Eritrea (189) and Somalia (190). Yemen’s rank dropped significantly from 129 in 2013 to 187 in 2019(2). 
This doesn’t only hinder Yemen from attracting foreign investments, but also make it difficult to bring back 
the national capital and foreign companies that have left the country

Doing business:
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Figure (9): Yemen Rank in Doing Business Indicator at World level during (2013-2019)

Source: World Bank Group, Doing Business Report 2019.        http://www.doingbusiness.org/Custom-Query
Note: Data published for 2019 was collected in 2018, and this is the same for other year.                            -Yemen data has covered Sana’a city 

With regard to the detailed indicators of doing business, Yemen ranked among the lowest five countries 
out of 190 countries worldwide in trading across borders, getting electricity, getting credit and dealing with 
construction permits (Figure 10). This reflects the magnitude of the difficulties sustained by the private sec-
tor in Yemen.
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Figure (10): Ranking on Doing Business topics - Yemen, Rep.

Source: World Bank Group, Doing Business Report 2019.        http://www.doingbusiness.org/Custom-Query
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Comparing Yemen’s rank with countries of the Middle East and North Africa (MENA) region, Yemen 
had the lowest score of the ease of doing business across the region. It ranked even lower than countries 
experiencing similar conflicts such as Syria and Libya.
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Figure (11): Ease of doing business rank -MENA Region in 2019

Source: World Bank Group, Doing Business Report 2019.        http://www.doingbusiness.org/Custom-Query
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