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EXECUTIVE SUMMARY

Amid the continued blockade of Yemen’s
oil exports by the Houthis and escalating
conflict in the Middle East including the Red
Sea, Yemen navigates between glimmers of hope and
a grim reality. The economic rebound in 2022 was
short-lived, with 2023 witnessing a sharp 24 percent
decline in nominal US$ GDP per capita (WB estimate).
The outlook remains uncertain, with stalled peace
negotiations and regional conflict further threatening
hopes for recovery. The risk of increased economic
fragmentation between Houthi-controlled and IRG-
controlled areas is escalating due to recent currency
and banking developments. While Yemen faces
massive humanitarian and financing needs, hopes for
a better future for the Yemeni people hinge on the
resolution of the internal conflict and confrontations
in the Red Sea, support from development partners,
and the commitment of all parties to reconstruction.
Yemen’s conflict, exacerbated by regional
tensions and compounded by a Houthi imposed
blockade, has resulted in a significant economic
and humanitarian downturn (Chapter 1). Between
2015 and 2023, the country experienced a staggering
54 percent contraction in real GDP per capita. This has
left a vast majority of Yemenis living in extreme poverty,
grapplingwith food insecurity, and facing dire challenges
in accessing basic education and healthcare. The
economic situation worsened following the expiration
of the UN-brokered truce in October 2022, which
briefly provided a glimmer of hope but failed to yield a
permanent political settlement. The subsequent Houthi-
imposed blockade on the Internationally Recognized
Government’s (IRG) oil exports significantly hampered
national growth in 2023, exacerbating fiscal and

monetary challenges especially for the IRG. Structural
issues such as reliance on external aid, remittances,
and vulnerability to climate change further compound
Yemen's economic woes, while deepening poverty
pushes households to extreme coping measures
such as child labor. The confrontations in the Red Sea
since October 2023 and resulting slowdown in peace
talks, have pushed the Yemeni economy further in a
downspin. They have also had significant impacts on
regional shipping and trade.

Yemen’s future economic trajectory is
highly uncertain, in part due to the escalating
regional tensions and persistent conflict (Chapter
2). The resumption of oil exports, unrestricted internal
transport, trade, and finance, and broader economic
recovery seem remote in the current climate.
Additionally, the United States sanctions on the Houthis
introduce further layer of complexity, prompting follow-
up reactions from the Central Bank of Yemen in Aden
(CBY-Aden). These developments have the potential
to disrupt critical sectors such as banking and aid.
The risks of bifurcation between Houthi-controlled and
IRG-controlled areas are also escalating, with political
tensions driving greater economic and financial
fragmentation, which in turn could deepen the social
and humanitarian divide. Nevertheless, amidst these
formidable challenges, the possibility of peace stands
as a beacon of hope. World Bank analysis shows that
sustained peace agreement holds the promise of
rapid economic rebound and benefits for the Yemeni
people, facilitated by external support, reconstruction,
and post-conflict reforms. However, the realization of
this potential hinges crucially on achieving a lasting
truce and peace agreement.
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Joint Statement from the Governments of Australia, Bahrain, %
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