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The economic recovery will moderate in 2022 

After a COVID-19 related output drop by 4.5% 
in 2020, the economy rebounded by 4% in 
2021. The main driver was domestic demand, 
in particular private consumption, but also 
exports, which recovered rapidly at the 
beginning of last year. However, towards the 
end of 2021, growth dynamics slowed down, 
partly as a result of weakening external 
demand and a strong increase in food and 
energy prices, which brought annual inflation to 
3.2% in 2021. Inflows from remittances were 
slightly weaker than a year before, but 
continued to bolster households’ disposable 
incomes. Investment was slightly above its 
level of one year earlier, but remained below 
the outturn of the second half of 2020. Import 
growth was rather strong, reflecting solid 
domestic demand. High frequency indicators for 
the first two months of 2022 send mixed 
signals about the resilience of the economy in 
the face of rising price pressures and 
protracted ruptures of supply chains.  

Over the forecast horizon, domestic demand is 
projected to be the main source of growth, 
benefitting from pent-up demand and 
increasing investment. Household spending is 
expected to grow by some 3% in 2022 and 
2023, benefitting from a recovery in 
remittances and from government support to 
employment and wages at least throughout 
2022. Based on the assumption that the 
international environment will remain subdued 
in 2022 and 2023, export growth is expected to 
slow down during the forecast period. Due to 
less buoyant private consumption and 
investment, import growth will also remain 
more moderate, leading to a largely neutral 
growth contribution of net exports to total 
growth. The deficit in merchandise trade is 
likely to narrow as a result of weaker imports.   

   

Employment growth to accelerate  

After a moderate employment decline in 2020, 
the number of employees increased slightly in 
2021, in particular in the second half of the 
year, benefitting from public employment 
support measures. However, brain drain 
continues to be an important issue. During the 
forecast period, employment growth is 
expected to accelerate, in particular in 2023, 
reflecting higher investment and government 
support to employers.  

Price pressures set to increase markedly 

Inflation is projected to pick up significantly in 
2022, mainly due to rising global prices for 
energy and food, and to global supply chain 
disruptions. Energy prices over the forecast 
horizon are expected to track futures and hence 
remain elevated. Spillovers to core inflation are 
already discernible in various sectors. Further 
price pressures might arise from a renewed 
push to wage growth, given the 18.5% rise in 
the minimum wage as of March this year.  
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North Macedonia’s economic recovery is expected to lose some momentum in 2022, reflecting a 
deteriorating external environment, but also weaker domestic demand due to increasing domestic 
inflationary pressures, and more cautious investment in view of increased international 
uncertainty and possible supply chain interruptions. Real GDP growth is projected to slow down to 
3.0% in 2022, but to accelerate slightly to 3.1% in 2023. Financing needs for continued 
implementation of anti-crisis measures, in particular to mitigate the impact of high energy prices 
on households and companies, are likely to entail sustained high fiscal deficit levels.  
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Fiscal consolidation likely to be interrupted in 
2022 

Revenue increased by 15.3% y-o-y in 2021, 
largely reflecting the phasing out of pandemic-
related restrictions and consumers’ pent-up 
demand. Current expenditure increased by 
2.9% in 2021, down from a pandemic-related 
increase of 13.9% in the preceding year. The 
general government deficit turned out at 5.4% 
of GDP, below the revised target of 6.5%.  

   

The government’s original target to reduce the 
fiscal deficit to 3.5% by 2023 seems unlikely in 
view of an anticipated rise in financing needs 
due to the government’s response to the 
energy crisis. While revenue is expected to 
outperform original plans, partly due to 
inflation, expenditure may be much higher, on 

account of the government’s March package of 
measures aimed to cushion the economy from 
the repercussions of higher energy and food 
prices. The government also pays large 
subsidies to the state-owned electricity 
producer ESM to cover losses in the regulated 
market. Moreover, the recent rise in minimum 
wages has fiscal implications, notably raising 
wage subsidies. It will also impact the pension 
budget, as the formula for pensions indexation 
has been changed in order to consider wage 
developments besides CPI. Sustained high 
deficits make debt stabilisation elusive over the 
forecast horizon. General government debt is 
projected to rise further at least until 2023, yet 
to remain below 60% of GDP.  

Risks to the forecast are on the downside 

The growth outlook could be challenged if the 
Russia-Ukraine conflict aggravates global trade 
and energy prices further. A prolonged 
disruption of supply chains could also impact 
negatively on exports. To bolster fiscal 
sustainability, the government will need to 
carefully calibrate the gradual withdrawal of 
pandemic-related crisis support, cushioning the 
energy shock, and implementing its ambitious 
investment agenda, while resuming reforms in 
fiscal governance and in public investment 
management.  
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bn MKD Curr. prices % GDP 02-17 2018 2019 2020 2021 2022 2023

723.2 100.0 3.1 2.9 3.2 -4.5 4.0 3.0 3.1

476.3 65.9 3.4 3.7 3.5 -5.6 5.0 2.9 3.1

117.7 16.3 -0.9 1.5 -0.8 10.1 4.1 1.4 0.2

129.7 17.9 4.4 -6.4 8.0 -6.1 8.0 4.7 6.4

476.8 65.9 7.6 12.8 7.2 -10.9 12.3 5.8 7.2

592.2 81.9 7.2 10.7 8.9 -10.9 13.9 4.6 6.0

688.5 95.2 2.8 2.6 2.4 -3.2 2.9 3.0 3.1

3.5 1.2 3.8 -3.5 5.6 3.0 3.3

0.9 2.0 1.5 -2.7 1.1 0.0 0.0

-1.1 -0.4 -2.1 1.5 -2.8 0.1 -0.1

1.8 2.5 5.1 -0.4 1.1 0.8 2.3

Unemployment rate (a) 31.6 20.7 17.3 16.4 15.5 15.3 15.2

: 3.3 7.8 5.8 5.6 8.6 4.4

: 2.9 9.8 10.5 2.7 6.2 3.6

: : : : : : :

2.6 3.9 1.6 -0.8 6.1 2.9 1.9

1.7 1.4 0.8 1.2 3.2 6.7 3.9

0.9 2.2 -0.2 -0.6 -5.8 -0.4 -0.2

-22.4 -16.2 -17.5 -17.0 -20.3 -21.4 -21.2

-3.4 -0.1 -3.3 -3.4 -3.5 -4.1 -3.9

-1.5 -1.1 -2.1 -8.3 -5.4 -6.1 -4.4

: : : : : : :

32.6 40.4 40.5 51.9 51.8 54.6 56.4

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.

General government balance (c)

Employment

Compensation of employees / head

Unit labour costs whole economy

Saving rate of households (b)

GDP deflator

Trade balance (goods) (c)

Current-account balance (c)

Consumer price index

Terms of trade goods

Contribution to GDP growth: Domestic demand

Inventories

Net exports

GNI (GDP deflator)

Table II.30.1:

Main features of country forecast - NORTH MACEDONIA

2021 Annual percentage change

GDP

Private Consumption

Public Consumption

Gross fixed capital formation

Exports (goods and services)

Imports (goods and services)




