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World Bank predicts Pakistan DGP growth at -0.2pc next fiscal 
ISLAMABAD: While projecting Pakistan’s GDP growth contracting second consecutive year in 
the next fiscal year 2020-21 and touching negative 0.2 percent, the World Bank has pointed out 
that the benefits of decreased oil prices might be offset by falling remittances inflows in 
Pakistan and India. 
 
According to Global Economic Prospects Report released from Washington DC, Pakistan’s GDP 
growth would continue shrinking in next fiscal year and it might touch negative 0.2 percent of 
GDP in fiscal year 2020-21 against revised projection of negative 2.6 percent for the outgoing 
fiscal year 2019-20. 
 
However, Pakistani authorities have estimated GDP growth shrinking to negative 0.38 percent 
for the outgoing fiscal year. Pakistan’s economic managers envisage real GDP growth at 
positive 2.3 percent for next fiscal year 2020-21 but the WB’s projection shows that the effects 
of COVID-19 pandemic would continue to persist for next fiscal year so economy could not be 
revived. 
 
It states that Pakistan and Afghanistan are both projected to experience contractions in 2020. 
Mitigation measures imposed in these countries are expected to weigh heavily on private 
consumption, contributing to output contractions of -2.6 percent (FY-2019/20) and -5.5 
percent, respectively. Key labour-intensive export sectors like textiles are expected to contract 
sharply and subsequently recover slowly. 
 
“The sharp decline in oil prices in 2020 could provide some support to the region, given sizable 
oil imports in Pakistan and India, and help cushion fiscal and current account balances,” the 
WB report stated and added that this positive effect may be offset by falling remittance inflows 
from oil-exporting economies. These flows are expected to decline by about one-fifth in the 
SAR region this year (World Bank 2020l). 
 
International travel bans and school closures have been widespread in SAR economies. Public 
transport has also been closed in two-thirds of countries. Near total lockdowns in several 
regional economies severely hindered mobility and impeded delivery of essential services. In 
Bangladesh, large sections of the workforce left major cities to return to their villages. Non-
essential businesses have been closed in Pakistan, and airports have been shut for arrivals in 
Sri Lanka. 
 
Several central banks in SAR have also lowered policy interest rates, aided by an impending 
drop in inflation due to falling oil prices (Bangladesh, India, Pakistan, Sri Lanka). These 
monetary policy actions have been complemented with measures to provide liquidity to 
financial markets and banking systems in several economies. 
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In SAR, Pakistan, India and Bangladesh have announced fiscal, liquidity and loan support 
measures, ranging from 3 to 10 percent of GDP. In Pakistan, measures also include additional 
spending on healthcare, cash transfers and relief of utility payments. 
 
The WB statement issued from its headquarters stated that the swift and massive shock of the 
coronavirus pandemic and shutdown measures to contain it have plunged the global economy 
into a severe contraction. According to World Bank forecasts, the global economy will shrink 
by 5.2 percent this year. That would represent the deepest recession since the Second World 
War, with the largest fraction of economies experiencing declines in per capita output since 
1870, the World Bank says in its June 2020 Global Economic Prospects. 
 
Economic activity among advanced economies is anticipated to shrink 7 percent in 2020 as 
domestic demand and supply, trade, and finance have been severely disrupted. Emerging 
market and developing economies (EMDEs) are expected to shrink by 2.5 percent this year, 
their first contraction as a group in at least 60 years. Per capita incomes are expected to decline 
by 3.6 percent, which will tip millions of people into extreme poverty this year. 
 
The blow is hitting hardest in countries where the pandemic has been the most severe and 
where there is heavy reliance on global trade, tourism, commodity exports and external 
financing. While the magnitude of disruption will vary from region to region, all EMDEs have 
vulnerabilities that are magnified by external shocks. Moreover, interruptions in schooling and 
primary healthcare access are likely to have lasting impacts on human capital development. 
 
“This is a deeply sobering outlook, with the crisis likely to leave long-lasting scars and pose 
major global challenges,” said World Bank Group Vice President for Equitable Growth, Finance 
and Institutions, Ceyla Pazarbasioglu. 
 
“Our first order of business is to address the global health and economic emergency. Beyond 
that, the global community must unite to find ways to rebuild as robust a recovery as possible 
to prevent more people from falling into poverty and unemployment.” 
 
Under the baseline forecast -- which assumes that the pandemic recedes sufficiently to allow 
the lifting of domestic mitigation measures by mid-year in advanced economies and a bit later 
in EMDEs, that adverse global spillovers ease during the second half of the year, and that 
dislocations in financial markets are not long-lasting — global growth is forecast to rebound to 
4.2 percent in 2021, as advanced economies grow 3.9 percent and EMDEs bounce back by 4.6 
percent. However, the outlook is highly uncertain and downside risks are predominant, 
including the possibility of a more protracted pandemic, financial upheaval, and retreat from 
global trade and supply linkages. A downside scenario could lead the global economy to shrink 
by as much as 8 percent this year, followed by a sluggish recovery in 2021 of just over 1 
percent, with output in EMDEs contracting by almost 5 percent this year. 
 
The US economy is forecast to contract 6.1 percent this year, reflecting the disruptions 
associated with pandemic-control measures. Euro area output is expected to shrink 9.1 percent 
in 2020 as widespread outbreaks took a heavy toll on activity. Japan’s economy is anticipated 
to shrink 6.1 percent as preventive measures have slowed economic activity. 
 
“The COVID-19 recession is singular in many respects and is likely to be the deepest one in 
advanced economies since the Second World War and the first output contraction in emerging 
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and developing economies in at least the past six decades,” said World Bank Prospects Group 
Director Ayhan Kose. 
 
“The current episode has already seen by far the fastest and steepest downgrades in global 
growth forecasts on record. If the past is any guide, there may be further growth downgrades 
in store, implying that policymakers may need to be ready to employ additional measures to 
support activity.” 
 
Analytical sections in this edition of Global Economic Prospects address key aspects of this 
historic economic shock: “How deep will the COVID-19 recession be? An investigation of 183 
economies over the period 1870-2021 offers a historical perspective on global recessions. 
 
Scenarios of possible growth outcomes: Near-term growth projections are subject to an 
unusual degree of uncertainty; alternative scenarios are examined. How does informality 
aggravate the impact of the pandemic? The health and economic consequences of the pandemic 
are likely to be worse in countries with widespread informality. 
 
The outlook for low-income countries: The pandemic is taking a heavy human and economic 
toll on the poorest countries. 
 
Regional macroeconomic implications: Each region is faced with its own vulnerabilities to the 
pandemic and the associated downturn. 
 
Impact on global value chains: Disruptions to global value chains can amplify the shocks of the 
pandemic on trade, production, and financial markets. 
 
Lasting scars of the pandemic: Deep recessions are likely to do long-term damage to 
investment, erode human capital through unemployment, and catalyse a retreat from global 
trade and supply linkages. 
 
The implications of cheap oil: Low oil prices that are the result of an unprecedented drop in 
demand are unlikely to buffer the effects of the pandemic but may provide some support 
during a recovery.” 
 
The pandemic highlights the urgent need for health and economic policy action, including 
global cooperation, to cushion its consequences, protect vulnerable populations, and 
strengthen countries’ capacities to prevent and deal with similar events in the future. It is 
critically important for emerging market and developing economies, which are particularly 
vulnerable, to strengthen public health systems, address challenges posed by informality and 
limited safety nets, and enact reforms to generate strong and sustainable growth once the 
crisis passes. 
 
Emerging market and developing economies with available fiscal space and affordable 
financing conditions could consider additional stimulus if the effects of the pandemic persist. 
This should be accompanied by measures to help credibly restore medium-term fiscal 
sustainability, including those that strengthen fiscal frameworks, increase domestic revenue 
mobilisation and spending efficiency, and raise fiscal and debt transparency. The transparency 
of all government financial commitments, debt-like instruments and investments is a key step 
in creating an attractive investment climate and could make substantial progress this year. 


