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Panama

The Economic Commission for Latin America and the Caribbean (ECLAC) forecasts
8.4% growth for the Panamanian economy in 2022, following growth of 15.3% in 2021.
This significant slowdown is mainly the result of the end of the statistical impact of a
low baseline and of a complex international scenario characterized by sluggish growth.
However, the inertia of both strong performance in a range of the country’s key
economic activities and in goods and services demand, both domestic and global,
suggests that its GDP growth rate will be among the highest in Latin America in 2022.
The non-financial public sector deficit is expected to hover near the ceiling set for the
year by the Fiscal Social Responsibility Act (4.0% of GDP). The current account
balance deficit is expected to widen to 4.5% of GDP by end-2022 (2.2% in 2021), driven
by both higher import volumes and higher international prices for a range of
commodities and energy products. Following a marked increase at the beginning of the
year, inflation has cooled and is expected to close out 2022 slightly above the prior-year
rate (2.6%). The open unemployment rate in April was 8.2% (8.5% in October 2021).

The central government deficit in the first half of 2022 stood at 3.8% of GDP (compared with 4.1% in
the year-earlier period). Total revenues grew at a real-term year-on-year rate of 6.2%. Notably, growth
in tax revenues was strong at 21.6%, driven mainly by higher receipts from corporate income tax and
movable goods and services transfer tax (ITBMS), owing to payments of amounts owing from 2021 and
2022, amidst a significant economic recovery, and to receipts related to surging imports. Total
expenditure rose by 1.8%, including a notable increase of 4.0% in capital expenditure, while current
expenditure grew by 0.9%, even though wages fell by 0.7%.

Total public debt in the third quarter of 2022 was equivalent to 63.8% of GDP (US$ 43.516
billion), an increase of 0.2 percentage points relative to end-2021. External debt, which accounts for
81.8% of total public debt, grew by 8.4% between December 2021 and September 2022, while domestic
debt grew by 3.5%.
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Goods imports over the first eight months of 2022, excluding the Colén Free Zone, rose by
42.1% year-on-year. The largest increase was in consumer goods (45.9%), although imports of
intermediate and capital goods also grew significantly (37.8% and 38.9%, respectively). The rise of
118.0% in the value of fuel and lubricant imports, largely the result of higher international prices, was
particularly noteworthy. Foreign direct investment (FDI) flows, despite a sharp year-on-year increase in
the first quarter from US$ 236.1 million in 2021 to US$ 716.1 million in 2022 (with reinvested earnings
accounting for 67.8%), have yet to regain pre-pandemic levels.

GDP grew by 11.8% in the first half of the year. Except for private education services (down
2.7%), which continued to feel the effects of lower enrolment, all other sectors grew during the first six
months of the year. The fastest-growing categories were betting services (49.2%) and hotels and
restaurants (48.2%). Also performing well were trade (19.6%), transport and communications (14.1%),
and construction (18.9%), the sectors that account for the largest proportions of aggregate output. The
monthly index of economic activity (IMAE), in its original series, showed a year-on-year increase of
10.9% on average for January to August.

In October 2022, the consumer price index (CPI) showed a year-on-year increase of 1.7% in
urban areas, with the largest rises in the hotel and restaurant and the food and non-alcoholic beverages
categories, at 4.6% in both cases. The largest year-on-year increase of 5.2% was seen in June. However,
measures aimed at freezing fuel prices and controlling prices for some medicines and food led to
negative rates in July and August (-1.2% and -1.4%, respectively), while in September and October rates
were close to zero. Beginning on 16 January 2022, the minimum wage was increased for activities which
had shown signs of recovery in 2021, ranging from 1.0% (construction) to 13.0% (banana production).
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In April, the labour market participation rate was 62.3% (up 1.9 percentage points from the October
2021), although 48.2% of workers —outside of the agriculture sector— were employed in the informal
market.

ECLAC estimates that Panama’s GDP will grow by around 4.2% in 2023. The slowdown in the
country’s economy at the end of 2022 will continue into early 2023, in line with a complex global
economic situation, including forecasts of slower growth in the United States and China, which are
important trading partners. However, some sectors are expected to display resilience, maintaining the
growth seen in 2022. This includes trade, mining, construction, tourism and betting, and transport and
communications. The current account deficit is expected to widen, driven by import growth that
outpaces that of exports and by lower copper prices. Despite an annual increase of 9% in the General
State Budget for 2023, the public sector will have to adhere to the fiscal deficit ceiling (3.0% of GDP).
As subsidies are discontinued —including direct support from the State, such as the Vale Digital
voucher— and price controls for fuel, food and medicines are lifted, the consumer price index could be
driven up.



