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A strong rebound of the economy in 2021 

Following a deep recession in 2020, the 

improvement of the epidemiological situation and 

the opening of borders, both in Montenegro and in 

tourism originating countries, contributed to a 

strong rebound of the economy in the second and 

third quarters of 2021. The recovery is being 

driven by a surge in private consumption and 

exports, in particular of tourism and transport 

services. On the other hand, government 

consumption growth eased as the economic 

support measures are being gradually phased out. 

Investment came back into positive territory in 

2021, after declining in the previous two years. 

However, capital formation growth is set to remain 

weak after the works on the Bar-Boljare highway 

conclude towards the end of 2021 or early 2022. 

   

Post-pandemic growth path 

The forecast baseline scenario assumes a gradual 

normalisation of the sanitary situation and a full 

recovery of tourism to pre-pandemic levels in 

2022, which is projected to underpin a still high 

rate of economic growth next year. Considering 

fiscal space constraints the forecast projects only 

some modest increase in government consumption, 

in particular on spending on the health sector. 

Public and private companies have announced 

important investments in renewable energy 

projects, totalling around 20% of GDP. However, a 

precise timeline for their implementation is not 

known yet. Thus, a decline in capital formation is 

foreseen for 2022, reflecting a base effect 

following the completion of the highway works. 

Later on, some mature windmill farm projects and 

the preliminary deployment of the 5G 

telecommunication network could be expected to 

start in 2023. Meanwhile, exports, in particular of 

services, are expected to continue their rebound in 

2022, before their growth eases in 2023 due to 

base effects. Import growth is set to be slower, in 

particular in 2022 as the end of the highway works 

reduces demand for construction material. This 

trend for imports is forecast to start reversing in 

2023 with the stronger implementation of new 

green and digital investment projects. 

Outlook risks 

There is an upside risk for stronger private 

consumption and thus economic growth in case the 

government’s plans for reducing the tax wedge on 

salaries and increasing the minimum wage and 

pensions materialise in 2022. Given the very 

strong dependence of the Montenegrin economy 

on tourism, the key downside risk facing the 

economy relates to a resurgence of the pandemic 

and a reintroduction of travel restrictions. 

A delayed recovery in labour activity 

The strong growth of the economy during the 

summer tourist season has not been reflected in a 

comparable improvement of the labour market 

situation especially in terms of employment 

growth. One reason for this is the short-term and 

seasonal aspect of the employment offer, with 88% 

of job vacancies in the first nine months of 2021 

related to temporary jobs. The contraction of 

investment in 2022 following the end of the 

highway works will also remove an important 

source of job creation. However, the recovery of 

investment and sustained growth activity in 2023 
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The strong rebound of the economy in 2021 is driven by a quicker than expected resumption of tourism, 

boosting a surge of private consumption. Supported by further growth of tourism, the economy is 

expected to recover its pre-pandemic level in 2022, but the labour market will likely require some more 

time to leave the crisis fully behind. Public finances are forecast to improve in the medium term as the 

economy recovers and debt-financed highway works are concluded. A new investment cycle is set to 

commence in late 2022, broadening the current account deficit. 
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is set to bring the unemployment rate back to its 

pre-pandemic level. 

Domestic inflation on the rise 

The rise of global energy and commodity prices in 

2021 is set to increase inflation in the first half of 

2022, before base effects fade out in 2023. 

However, Montenegro could be confronted with 

more persistent price pressures due to a possible 

increase in households’ disposable income 

resulting from a planned two-digit reduction of the 

tax wedge in early 2022. Moreover, the recently 

endorsed increase of the minimum wage by the 

social council would generate some second-round 

inflationary effects also in 2022, due to its knock-

on effects on pensions and public sector salaries. 

A more sustainable path for public finances 

The economic recovery improved Montenegro’s 

fiscal performance. Thus, in the first eight months 

of 2021, the central government deficit fell to 1.2% 

of GDP (compared to 7.4% of GDP in the same 

period a year before). Taking into account these 

improvements, the 2021 deficit is forecast to fall 

below the 3% of GDP target of the budget plan. 

The forecast projects the budget to be close to 

balance in 2022, and to register a small surplus in 

2023 on the assumption that no further large debt-

financed public investment projects start during the 

forecast period. Overall, the improvement of the 

primary balance, combined with the use of 

government deposits to repay maturing bonds 

would lead to a significant decline in the public 

debt ratio over the forecast period. The 

government announced for 2022 the introduction 

of progressive taxation of corporate and personal 

income, and a hike in the tax on dividends to 

compensate for the reduction of the tax wedge on 

salaries by eliminating health contributions. A 

major risk will be for the authorities to reach a new 

fiscal strategy well calibrated to avoid revenue 

shortfalls feeding into higher deficits. 

 
 

      
 

 

 

mio EUR Curr. prices % GDP 02-17 2018 2019 2020 2021 2022 2023

4185.6 100.0 3.0 5.1 4.1 -15.3 10.7 6.4 3.2

3399.7 81.2 : 4.6 3.1 -4.6 4.4 3.4 2.9

946.0 22.6 : 6.3 1.0 0.8 0.8 1.3 0.7

1166.1 27.9 : 14.7 -1.7 -11.9 2.0 -1.0 4.9

: : : : : : : : :

1088.1 26.0 : 7.0 5.8 -46.2 58.4 18.7 4.3

2553.6 61.0 : 9.2 2.7 -20.1 14.5 5.0 3.7

4253.5 101.6 : 4.2 3.2 -14.2 9.9 6.6 3.2

4.5 8.5 1.9 -6.4 4.3 2.6 3.5

-0.4 -0.3 1.5 -1.0 0.0 0.0 0.3

-1.2 -3.1 0.7 -7.2 6.3 3.8 -0.6

: 3.2 2.6 -10.1 3.5 2.3 2.5

18.6 15.5 15.4 18.3 19.3 18.5 17.2

: : : : : : :

: : : : : : :

: : : : : : :

: : : : : : :

: : : : : : :

3.0 2.9 0.5 -0.8 3.3 2.5 1.5

: : : : : : :

-45.0 -43.9 -41.7 -39.2 -41.0 -36.5 -37.6

-22.1 -17.0 -15.0 -26.0 -17.8 -15.8 -16.8

: : : : : : :

-3.0 -3.9 -1.9 -11.1 -3.4 -0.5 0.2

: : : : : : :

: : : : : : :

49.1 70.1 74.9 103.5 87.3 77.8 71.7

General government balance (c)

Cyclically-adjusted budget balance (d)

Structural budget balance (d)

General government gross debt (c)

 (a) as % of total labour force. (b) gross saving divided by adjusted gross disposable income.  (c) as a % of GDP. (d) as a % of potential GDP.

Net lending (+) or borrowing (-) vis-a-vis ROW (c)

Employment

Unemployment rate (a)

Compensation of employees / head

Unit labour costs whole economy

Real unit labour cost

Saving rate of households (b)

GDP deflator

Consumer price index

Terms of trade goods

Trade balance (goods) (c)

Current-account balance (c)

Contribution to GDP growth: Domestic demand

Inventories

Net exports

GNI (GDP deflator)

Table II.29.1:

Main features of country forecast - MONTENEGRO

2020 Annual percentage change

GDP

Private Consumption

Public Consumption

Gross fixed capital formation

of which: equipment

Exports (goods and services)

Imports (goods and services)




