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PRESS RELEASE

PR 26/04

IMF Executive Board Concludes 2025 Article IV Consultation
with The Sultanate of Oman

FOR IMMEDIATE RELEASE

e Oman’s economy has demonstrated strong resilience to shocks, with economic activity
expanding amidst low inflation and fiscal and external positions remaining strong.

o Despite heightened uncertainty and declining oil prices, the outlook remains favorable.
Growth and fiscal and external balances are expected to remain robust over the medium
term, while risks to the near-term outlook are tilted to the downside.

o Reforms are advancing to achieve the envisioned economic transformation under Oman
Vision 2040. Policies are being implemented to develop the financial sector, tackle labor
market bottlenecks, enhance the business environment, improve SOE transparency and
performance, pursue renewable energy production, and scale up the digital initiatives.

Washington, DC — January 15, 2026: The Executive Board of the International Monetary
Fund (IMF) completed the Article IV Consultation for The Sultanate of Oman." This also
included a discussion of the findings of the Financial Sector Assessment Program (FSAP)
exercise for Oman.?

Oman’s reform agenda is advancing, strengthening resilience and supporting a favorable
economic outlook. Economic growth turned out at 1.6 percent in 2024 before accelerating to
2.3 percent (year on year) in the first half of 2025, supported by expansions in the
nonhydrocarbon economy. While OPEC+ production curbs continued to weigh on
hydrocarbon output, nonhydrocarbon growth reached 3.5 percent (year on year) in the first
half of 2025, reflecting strong activity in construction, agriculture and fishing, tourism, and
logistics. Over the medium term, growth is expected to strengthen further as oil production
gradually returns to capacity and the nonhydrocarbon economy remains robust, supported by
ongoing reforms under Vision 2040 and the rollout of large-scale investment projects. Inflation
remained subdued, edging up to 0.9 percent during January-October 2025 from 0.6 percent in
2024, amid contained price pressures across most categories.

" Under Article IV of the IMF's Articles of Agreement, the IMF holds bilateral discussions with members,
usually every year. A staff team visits the country, collects economic and financial information, and
discusses with officials the country's economic developments and policies. On return to headquarters,
the staff prepares a report, which forms the basis for discussion by the Executive Board.

2 Under the FSAP, the IMF assesses the stability of the financial system, and not that of individual
institutions. The FSAP assists in identifying key sources of systemic risk and suggests policies to help
enhance resilience to shocks and contagion. In member countries with financial sectors deemed by the
IMF to be systemically important, it is a mandatory part of Article IV surveillance, and supposed to take
place every five years.

700 19th Street NW
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Prudent fiscal management has helped maintain the fiscal balance in surplus despite declining
oil prices, with the overall balance estimated at 0.7 percent of GDP in 2025. The
nonhydrocarbon primary deficit is estimated to have narrowed by 2 percent of nonhydrocarbon
GDP in 2025, reflecting expenditure restraint and improved nonhydrocarbon revenue
collection. Government debt stood at 36.1 percent of GDP by September 2025. The current
account balance is estimated to have turned into a deficit of 1.1 percent of GDP in 2025,
weighed down by softer oil prices. The 2025 Financial Sector Assessment Program (FSAP)
found the financial sector to be resilient against severe shocks as banks remain sound, with
ample capital and liquidity buffers and robust profitability.

Risks to the near-term outlook are tilted to the downside. An escalation of trade tensions and
deepening geoeconomic fragmentation would weaken global demand and dampen oil prices,
dragging down Oman’s economic growth and fiscal and external positions. Renewed regional
geopolitical tensions could disrupt trade and dampen tourism and investment. On the upside,
higher oil prices could arise from a global growth upturn or intensified geopolitical tensions
affecting oil supply, and accelerated structural reforms would bolster confidence and enhance
economic diversification.

Executive Board Assessment?®

Executive Directors agreed with the thrust of the staff appraisal. They commended Oman’s
economic resilience, underpinned by steady reform implementation under Vision 2040.
Directors highlighted the robust expansion of nonhydrocarbon economic activities, alongside
the continued strengthening of fiscal and external positions. While noting that the outlook
remains favorable, Directors emphasized the importance of sustaining prudent policies and
the reform momentum, particularly to continue diversifying the economy and enhance
potential growth.

Directors welcomed the authorities’ continued commitment to prudent fiscal management and
intergenerational equity. They emphasized the need to further advance tax policy and
administration reforms, phase out untargeted subsidies while protecting the most vulnerable,
and rationalize non-essential spending. Directors also underscored the importance of
reinforcing fiscal frameworks as well as governance and transparency, including developing a
fiscal rule and strengthening public investment management as well as budget preparation
and execution. Consolidating stabilization funds, strengthening debt management, and
developing sovereign asset-liability management are key priorities going forward.

Directors agreed that the exchange rate peg remains an appropriate and credible policy
anchor for Oman. They stressed the importance of implementing the Treasury Single Account
and transitioning to an active liquidity management framework to strengthen monetary policy
transmission. Directors also underscored the need to continue to ensure that the Central Bank
of Oman’s expanded development mandate remains anchored in the objectives of price and
financial stability.

3 At the conclusion of the discussion, the Managing Director, as Chair of the Board, summarizes the
views of Executive Directors, and this summary is transmitted to the country's authorities. An explanation
of any qualifiers used in summings up can be found here:

http://www.IMF .org/external/np/sec/misc/qualifiers.htm.
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Directors welcomed the progress in financial sector reforms and the findings of the Financial
System Stability Assessment that the banking system is well capitalized and broadly resilient
to shocks. They recommended additional efforts to safeguard financial stability and further
develop the financial sector. Directors called for operationalizing a macroprudential strategy,
continuing to enhance supervision and regulation, improving AML/CFT frameworks, and
further strengthening the financial safety net and crisis management frameworks. They also
emphasized the importance of deepening capital markets and addressing structural
impediments to SME financing.

Directors welcomed the authorities’ strong efforts to advance structural reforms and their
continued commitment to transition toward a more sustainable and diversified economy. They
called for additional measures to narrow the public private-sector wage gap, increase female
labor force participation, and boost educational and vocational training outcomes. Directors
recommended improving the business environment, SOEs’ transparency, and data provision.
They agreed that deeper trade integration as well as advancing digitalization and Al readiness
would help develop a competitive nonhydrocarbon tradable sector.



Table 1. Oman: Selected Economic Indicators, 2022-30

2022 2023 2024 2025 2026 2027 2028 2029 2030
Oil and Gas Sector
Average crude oil export price (US$/barrel) 95.4 823 81.2 70.6 62.1 62.2 63.2 64.4 65.3
Crude and condensates oil production (in millions of barrels/day) 1.064 1.049 0.995 1.005 1.048 1.090 1.140 1.176 1.201
of which: Crude QOil (in millions of barrels/day) 0.848 0.815 0.762 0.770 0.810 0.849 0.889 0.917 0.937
Natural gas production (in millions of cubic meters per day) 137.2 142.5 149.2 152.3 155.5 159.3 163.1 167.0 171.0
National Accounts
Nominal GDP (US$ billions) 109.9 106.2 107.1 106.5 107.5 1124 118.2 1245 130.9
Nominal GDP (in billions of Omani rials) 422 40.8 41.2 41.0 413 432 45.5 479 50.3
Real GDP 8.0 14 16 2.8 38 38 39 36 34
Real hydrocarbon GDP 1/ 8.7 0.3 -1.9 1.1 4.0 37 4.2 29 2.1
Real nonhydrocarbon GDP 7.7 20 33 35 37 38 38 39 4.0
Consumer prices (average) 2.5 1.0 0.6 1.0 1.2 15 17 1.8 2.0
GDP Deflator 16.5 -4.7 -0.7 -3.2 -2.8 0.8 12 16 17
Investment and Saving
Gross capital formation 27.3 26.7 26.0 26.5 27.3 283 283 283 283
Public 71 73 8.6 9.2 9.1 9.0 8.9 8.8 8.7
Private 20.2 193 174 173 182 193 194 19.5 19.6
Gross national savings 31.0 29.2 29.2 25.4 24.2 26.8 28.5 29.0 29.5
Public 20.7 16.5 139 1.1 9.6 9.8 103 10.5 10.7
Private 10.3 127 154 143 146 17.0 182 18.5 189
Central Government Finances
Revenue and grants 414 342 319 29.5 283 278 276 273 269
Hydrocarbon 337 25.6 234 204 19.2 18.8 19.0 189 185
Nonhydrocarbon and grants 7.7 8.6 8.5 9.1 9.1 9.0 8.6 84 84
Expenditure 30.9 274 28.6 28.8 28.2 27.2 259 25.2 24.2
Current 27.8 24.1 25.0 25.1 25.0 24.2 23.0 224 21.6
Capital 3.1 33 3.6 37 3.1 3.0 29 2.8 2.7
Overall balance (Net lending/borrowing) 10.5 6.8 33 0.7 0.1 0.6 17 2.1 2.7
(p:‘rse":g' i;‘:\f;ﬁ;fgrz:::sxb(;asgce 317 -29.1 -309 -289 -269 -255 238 227 215
Central government debt, of which: 417 374 354 35.8 35.9 347 333 32.0 29.8
External debt 315 27.7 24.6 23.8 23.6 21.9 204 19.1 172
Public debt, of which: 729 69.3 66.2 68.7
SOEs debt 31.2 319 30.8 329
Net financial assets -129 -74 -1.9 -14 -1.9 -1.9 0.1 2.5 5.2
Monetary Sector
Net foreign assets -0.8 353 15.0 5.5 -7.1 -1.8 6.4 6.5 79
Net domestic assets 1.0 6.6 55 -1.7 132 8.9 5.6 6.0 43
Credit to the private sector 42 4.7 5.9 6.1 5.7 5.9 5.9 6.1 6.1
Broad money 0.6 131 8.1 0.4 7.0 6.0 5.8 6.1 5.2
External Sector
Exports of goods 65.7 59.5 65.2 59.7 58.1 60.3 62.9 65.2 68.0
Oil and gas 456 404 44.5 38.6 36.0 364 376 384 39.8
Other 20.1 19.2 20.6 21.2 22.0 239 253 26.8 28.2
Imports of goods 347 352 395 399 39.8 40.0 40.7 417 431
Current account balance 4.0 24 35 -1.2 -3.4 -1.7 0.2 09 16
Percent of GDP 37 23 32 -1.1 -3.1 -1.5 0.2 0.7 12
Central Bank gross reserves 17.6 17.5 184 19.3 17.8 174 184 194 209
In months of next year's imports of goods and services 44 4.0 4.2 44 4.0 38 39 4.0 4.1
Total external debt 70.0 65.8 62.2 62.0 614 60.7 59.2 58.6 573
Percent of GDP 63.7 61.9 58.0 58.2 57.1 54.0 50.1 47.0 438

Sources: Omani authorities; and IMF staff estimates and projections.
1/ Includes crude oil, refining, natural gas, and LNG production.
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KEY ISSUES

Context. As its reform agenda advances, Oman has demonstrated strong resilience to
heightened global uncertainty, renewed geopolitical tensions, and oil price fluctuations
in 2025. Nonhydrocarbon economic activities continue expanding, while inflation
remains low. Fiscal and external positions remain solid despite lower oil proceeds. Public
sector deleveraging continues. With heightened uncertainty and weaker oil prices, the
premium on strengthening resilience and accelerating the country’s economic
transformation has increased, underscoring the importance of sustaining the reform
momentum.

Fiscal policy. Accelerating tax administration reforms, optimizing tax policy, and
rationalizing spending—including by phasing out untargeted subsidies, while protecting
the most vulnerable—are essential to reinforce fiscal sustainability and ensure
intergenerational equity. Strengthening fiscal frameworks, by rolling out a
comprehensive medium-term fiscal framework, adopting a credible fiscal rule after
satisfying all prerequisites, and developing a sovereign asset-liability management
framework are key to bolstering fiscal credibility and sustainability.

Monetary and financial sector policies. The peg to the US dollar remains appropriate.
Considering the CBO's expanded mandate, reaffirming the primacy of price and financial
stability objectives is essential. Advancing the Monetary Policy Enhancement Project and
implementing a full-fledged Treasury Single Account system will strengthen monetary
policy transmission. Strengthening the macroprudential framework, enhancing banking
regulation and supervision, improving the financial safety net and crisis management,
and deepening financial markets will safeguard financial stability and foster financial
sector development. These priorities align with the recommendations of the 2025 FSAP.

Structural policies. Sustaining the reform momentum will be key to achieving the
economic transformation envisaged under Vision 2040. Tackling remaining labor market
bottlenecks, further improving the business environment, advancing regional trade
integration, and stepping up digital infrastructure and Al readiness, while continuing to
pursue renewable energy initiatives, would enhance productivity and competitiveness,
foster private sector development, and support the transition toward a more sustainable
and diversified economy.
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Approved By Discussions were held in Muscat during November 9-24, 2025. The

Zeine Zeidane (MCD) team comprised Abdullah AlHassan (head), Mohamed Belkhir,

and Cemile Sancak Muhammed Ejaz, and Haytem Troug (all MCD). Zeine Zeidane (MCD)

(SPR) and Dimitrios Laliotis (MCM) participated in the concluding meetings.
Executive Director, Mohamed Maait, attended the concluding meeting
with the Central Bank virtually. Advisor to the Executive Director,
Ms. Fadhila Al Faraj, accompanied the mission. The team met with the
Central Bank Governor Al-Musalmi, Minister of Finance Al-Habsi,
Chairman of the Tax Authority Al-Jashmi, other senior officials,
Members of the Economic and Financial Committee at the Shura
Council and State Council, representatives of the private sector, civil
society, and academia. Esther George, Dalia Kadissi, and Nareg
Mesrobian (all MCD) provided excellent support for the preparation of

the report.
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BACKGROUND

1. Oman’s economy remains resilient amid a challenging global and regional
environment. With limited spillovers from trade tensions and regional conflicts, nonhydrocarbon
activities continue expanding, supported by strong project and reform implementation. Fiscal and
external positions remain solid, notwithstanding lower oil prices. Nonhydrocarbon exports and
foreign direct investment inflows have been strong. Sovereign spreads narrowed further, reflecting
increased confidence in the economy’s outlook.
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2. Sustaining the reform momentum is essential to strengthen resilience and accelerate

economic transformation. Oman has made important strides in diversifying its economy, but
progress has lagged the GCC average. With heightened global uncertainty and lower oil prices,
there is a premium for Oman to accelerate its economic transformation, thereby strengthening its
resilience and diversifying into higher-value-added activities, with strong employment and growth
potential. The upcoming 11t Five-Year Development Plan (2026-2030) provides a timely
opportunity to strengthen resilience, sustain nonhydrocarbon growth, and accelerate diversification.
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Selected Oman Vision Targets Hydrocarbon Dependence
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Note: Present observations refer to 2024 figures or the latest available.

Y RECENT DEVELOPMENTS

3. Economic growth remained strong. Nonhydrocarbon growth stood at 3.3 percent in 2024
(2 percent in 2023) and 3.5 percent in 2025H1, reflecting expansions in manufacturing, wholesale
and retail, logistics, and construction, agriculture and fishing. Overall growth turned out at 1.6
percent in 2024 (1.4 percent in 2023) and 2.3 percent in 2025H1, notwithstanding contractions in
hydrocarbon GDP due to OPEC+ oil production curbs.

Contributions to Nonhydrocarbon GDP Growth Contributions to GDP Growth

(Cumulative, Percent, y-o-y) (Cumulative, Percent, y-o-y)
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Sources: Country authorities, Haver Analytics, NCSI, and IMF staff calculations.

Notes: GDP growth and contributions are reported on cumulative basis throughout each calendar year. Services
activities include wholesale and retail trade, transport, accommodation and food, financial, real estate, public
administration and defense, and other services.

4. Inflation is low. Headline inflation decelerated to 0.6 percent in 2024 and has remained
contained at 0.9 percent during January—October 2025, reflecting subdued price pressures across
most categories, prevalence of administrative price controls and caps on selected fuels.

5. The labor market continues to be dynamic. After growing 6.7 percent in 2023,
employment contracted slightly in 2024 by 0.5 percent, driven by reductions in private sector
employment affecting both Omani and expatriate workers. Employment expanded by 1.1 percent at
end-2025Q3, supported by job creation by public and private sectors. The unemployment rate rose
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slightly to 3.3 percent in 2024 (3.2 percent in 2023). Youth unemployment (ages 15-24) remained
elevated at 12.5 percent.
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6. The fiscal position moderated but remained resilient. Despite lower hydrocarbon
revenues, the overall fiscal balance stood at 3.3 percent of GDP in 2024 (6.8 percent in 2023). The
nonhydrocarbon primary deficit widened by 1.9 percentage points of nonhydrocarbon GDP, largely
reflecting higher social transfers under the new social protection law implemented in 2024, followed
by additional capital spending for critical infrastructure and public service projects. The overall fiscal

balance turned out at 4.5 percent of GDP in January-September 2025, helped by expenditure
restraint.

Contribution to Fiscal Surplus Reduction Fiscal Balance and Components
(2024, percent of GDP) (Percent of GDP)
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resment mm Hydrocarbon revenue Non-hydrocarbon revenue
o - 60 Current spending B Capital spending
Interest payments — —Overall balance = =Non-hydrocarbon balance
Transfers — 40 |
Subsidies 1]
Goods and services [ 20
Wages and benefits 1 0
Non-Tax & Grants u 20 F B BN B BN BN == - -5
L - — _—
Taxes 1 = ol -s - - f—
Non-Hydrocarbon Revenue [ | 40 i
Hydrocarbon Revenue | 60
25 2 15 B 05 0 05 2018 2019 2020 2021 2022 2023 2024
Source: Country authorities and IMF staff calculations.
7. Public sector deleveraging continues. The government repaid $1.5 billion in debt,

contributing to a further decline in the debt-to-GDP ratio from 37.5 percent at end-2023 to 36.1
percent by end-September 2025. Government net financial asset position strengthened further,
improving from 7.4 percent of GDP in 2023 to —1.9 percent in 2024. SOEs’ debt declined to 30.8
percent of GDP at end-2024 (32 percent at end-2023), before edging up to 32 percent by end-
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September 2025, driven by expansion-related borrowings —primarily to finance developmental
projects in the utilities and logistics sectors.

8. Oman’s investment grade status has been affirmed. Sovereign spreads declined

markedly to an average of 129 basis points during January-October 2025 —down from 310 basis
points in 2022 —and are now below the GCC average.

Sovereign Credit Ratings Emerging Market Sovereign Bond Spreads
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9. The external position continues to improve. The current account posted a surplus of

3.2 percent of GDP in 2024 (2.3 percent in 2023), supported by strong performance in refined oil and
nonhydrocarbon exports. CBO international reserves rose to $18.4 billion by end-2024 (4.2 months
of prospective imports and 68 percent of the ARA metric). Considering the liquid foreign assets held
by Oman Investment Authority (OIA), overall liquid external buffers remain adequate at $28.4 billion
(106 percent of the ARA metric). CBO reserves stood at $19.3 billion at end-September 2025. Staff

assess Oman'’s external position to be in line with the level implied by fundamentals and desired
policies (Annex II).
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10. The banking sector in Oman remains sound. Capital and liquidity buffers are well above
regulatory requirements. Banking system remains profitable, supported by healthy margins. Though
asset quality issues persist in some sectors—reflected in the significant share of restructured and
Stage 2 loans—NPLs remain contained, with total provisioning covering 121.9 percent of NPLs as of
September 2025. Banks' net foreign asset position remains positive but varies significantly across
banks. Private sector credit grew by 5.7 percent (y-o-y) in September 2025, underpinned by a robust
deposit base.

Capital Adequacy and Liquidity Asset Quality and Profitability
6
2 B CR (rhs) 300 [ Non-performing Loans to Total Gross Loans
20 ——Regulatory Capital to Risk-Weighted Assets 250 5 —Return on Assests
200 4
15
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2019 2020 2021 2022 2023 2024 2025Q3 2019 2020 2021 2022 2023 2024 2025Q3
Source: Central bank of Oman (CBO).

I OUTLOOK AND RISKS

11. The medium-term outlook remains favorable:

e GDP growth is projected to accelerate to 2.8 percent in 2025 and strengthen further starting in
2026, underpinned by sustained nonhydrocarbon activity and unwinding of OPEC+ production
cuts. Nonhydrocarbon GDP is expected to remain robust, growing at 3.5 percent in 2025 and
3.7 percent in 2026, supported by continued expansions in manufacturing, agriculture and
fishing, services, and construction before accelerating to 4 percent by 2030, as investments and
Oman Vision 2040 advance. Inflation is set to remain slightly above 1 percent in the near term,
before gradually converging to 2 percent over the medium term.

8 INTERNATIONAL MONETARY FUND
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Oman: Selected Economic Indicators, 2024-2030

Proj.
2024 2025 2026 2027 2028 2029 2030
Real GDP growth (percent) 1.6 2.8 38 3.8 39 3.6 34
Nonhydrocarbon GDP growth (percent) 33 35 37 3.8 38 3.9 4.0
Inflation (percent) 0.6 1.0 1.2 1.5 1.7 1.8 2.0
Fiscal balance (percent of GDP) 33 0.7 0.1 0.6 1.7 2.1 2.7
Nonhydrocarbon primary balance -30.9 -28.9 -26.9 -25.5 -23.8 -22.7 -21.5
(percent of nonhydrocarbon GDP)
Central government debt (percent of GDP) 354 358 35.9 347 333 320 29.8
Central government net financial assets (percent of GDP) -1.9 -1.4 -1.9 -1.9 0.1 2.5 5.2
CA balance (percent of GDP) 32 -1.1 -3.1 -1.5 0.2 0.7 1.2
CBO reserves (in US$ billion) 18.4 19.3 17.8 17.4 184 19.4 20.9
In months of next year's imports of goods and services 4.2 44 4.0 3.8 39 4.0 4.1
Memorandum items:
Average crude oil export price (US$/barrel) 81.2 70.6 62.1 62.2 63.2 64.4 65.3
Crude and condensates oil production (in millions of barre 1.00 1.00 1.05 1.09 1.14 1.18 1.20
Natural gas production (in millions of cubic meters per da»  149.2 152.3 155.5 159.3 163.1 167.0 171.0

Sources: Country authorities and IMF staff estimates.

e The fiscal surplus as a share of GDP is estimated to moderate to 0.7 percent in 2025 and
0.1 percent in 2026, before gradually rising to around 2.5 percent of GDP in 2030, reflecting
higher oil production, controlled expenditures, and improved tax collection. Government net

financial assets are expected to exceed 5 percent of GDP by 2030. Oman continues to be

assessed at low risk of sovereign
debt distress, backed by strong
financial buffers that mitigate

liquidity and solvency risks (Annex ’

). °

4

e The current account balance is 5
projected to shift into a deficit during 0

2025-2027, primarily weighed down
by lower oil prices. A gradual return
to surplus is anticipated thereafter, 4
supported by a recovery in oll

production toward potential capacity

2023

2024 2025

2027

@ Current Account Balance

Current Account Balance and Fiscal Balance
(Percent of GDP)

:
§ o

Y
o

N

-

2026

2028 2029

Fiscal Balance

Sources: Country authorities and IMF staff calculations.

2030

and stronger growth in

nonhydrocarbon exports. CBO reserves are projected to increase to around $21 billion by 2030,
covering about 4 months of prospective imports and 73 percent of the ARA metric.
Incorporating OIA’s liquid foreign assets raises projected overall liquid external buffers to 116

percent of the ARA metric by 2030.

12. Risks to the near-term outlook are tilted to the downside. An escalation of trade
tensions and deepening geoeconomic fragmentation would weaken global demand and dampen oil
prices, weighing down on Oman’s economic growth and fiscal and external positions. Renewed
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regional geopolitical tensions could disrupt trade and dampen tourism and investment. On the
upside, higher oil prices could arise from a global growth upturn or intensified geopolitical tensions
affecting oil supply, and accelerated structural reforms would bolster confidence and enhance
economic diversification.

13.

Downside scenario. A temporary shock to oil prices—falling to $40 per barrel in 2026—would

lower nonhydrocarbon GDP growth by 1.1 percentage points and drive the fiscal and external
balances into deficits of 7.3 and 14.5 percent of GDP, respectively (Annex V). Fiscal space and

financial buffers could be deployed to support the economy.

Impact of tariffs. The 10 percent tariff imposed by the U.S. on non-energy imports and the

increase of tariffs on steel and aluminum to 50 percent in June 2025 increased the effective tariff

rate on US imports from Oman to about 20 percent—up from virtually zero until early-March,

owing to the U.S.-Oman Free Trade Agreement. However, with merchandise exports to the U.S.

representing only around 2.3 percent of
total merchandise exports to the world
and 1.3 percent of GDP in 2023, the
direct impact of these tariffs is expected
to be minimal. Higher global tariffs
could, nevertheless, affect Oman
indirectly given its reliance on
hydrocarbon exports. Global demand
from key trading partners—China being
the largest importer of Omani oil,
accounting for about 95 percent—could
be dampened by the higher U.S. tariffs,
and, more broadly, by elevated global
economic and policy uncertainty.

Global uncertainty. Oman has
demonstrated resilience to heightened
global uncertainty. Empirical estimates
suggest that increases in financial
uncertainty —proxied by shocks to the
VIX—have only a moderate impact on
Oman'’s sovereign yield spreads, CDS,
and equity flows.

Authorities’ views. The authorities

agreed with staff's assessment of the
economic outlook, risks, and tariff impacts.
They emphasized that prudent policies and

progress on structural reforms have supported the rebuilding of policy buffers to better withstand
shocks, while strengthening economic resilience and fostering inclusive growth. They highlighted

10
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Exposure and Impact of Tarrifs on Oman's Economy
(Percent)
@ Exports to the U.S. / GDP

@ Exports to US/Total Exports
1.45 34

Long Run Impact (rhs)

1.40

135

1.30

OMN GCC Avg. Oman

Source: IMF 2025 GCC Surveillance Note

Note: Estimates capture only the direct effects of the announced U.S. tariff on Oman's
exports to the United States, based on a partial-equilibrium framework.

GCC Avg. excludes Oman
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Note: The estimates show five-day cummulative impact of one-standard-deviation increase in VIX
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in percent change.
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upside risks from the upcoming 11" Five-Year Development Plan, which they expect to foster
economic diversification, create more jobs for Omanis, and further enhance resilience.

I POLICY DISCUSSIONS

The policy discussions focused on: (i) pursuing fiscal reforms, while remaining agile to recalibate fiscal
policy in the event of sustained lower oil prices; (i) enhancing monetary policy frameworks;

(iti) safeguarding financial stability and advancing financial sector development; and (iv) sustaining
reforms to accelerate the economic transformation.

é Fiscal Policy A é Structural Policies
Sustain non-hydrocarbon Accelerate economic
revenue mobilization efforts. transformation.
Phase out untargeted subsidies. Tackle labor market bottlenecks.
Strengthen fiscal frameworks. Enhance the business

Accelerate public financial environment.

management reforms. Increase trade integration

Develop a sovereign asset and
&ability management framework.

Advance digitalization and Al
readiness.

Strengthen

Resilience and 7
Accelerate
4 N Economic . ial lici
Transformation Financial Sector Policies
Strengthen macroprudential
Monetary Policy framework
Advance reforms to improve Enhance banking regulation and
monetary policy transmission. supervision
Continue aligning policy rates Improve the framework for
with the Fed. safety net and crisis
management

Enhance SMEs' access to finance

\, .

A. Fiscal Policy

General Government Fiscal Impulse
14. Fiscal stance in 2025 reflects (Percentage Points of Non-Hydrocarbon GDP)

continued commitment to fiscal discipline. ]ﬁ BOMN  BGCC Avg. (excl. OMN)
The nonhydrocarbon primary deficit is estimated 8

to have narrowed by 2 percent of
nonhydrocarbon GDP in 2025, supporting the
gradual adjustment required to achieve
intergenerational equity. This improvement is
driven by reductions in fuel subsidies due to oll
prices remaining below the $75 cap, restraint in
non-wage expenditures, and higher
nonhydrocarbon revenues.

§IN o o g

.
NodAhbANONMO®

2021 2022 2023 2024 2025

Sources: Country authorities and IMF staff calculations.
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15. The 2026 budget is expected to continue fiscal adjustment. The nonhydrocarbon
primary deficit is expected to shrink by 2 percentage points of nonhydrocarbon GDP, driven by
compressed spending, namely on wages, energy subsidies, and capital expenditures. The overall
fiscal surplus is set to narrow to 0.1 percent of GDP, while government debt is anticipated to remain
at around 36 percent of GDP. In this context, Oman continues to have some fiscal space for
temporary, targeted economic support should adverse shocks materialize.

16. Ensuring intergenerational equity calls for additional fiscal measures. Staff estimates
based on the Permanent Income Hypothesis (PIH) indicate that the nonhydrocarbon primary deficit
consistent with intergenerational equity stands at around 10 percent of nonhydrocarbon GDP.
Under current policies, the nonhydrocarbon
primary deficit is expected to shrink by
around 15 percent of nonhydrocarbon GDP
by 2035—including to a compression of

Projected and Sustainable Nonhydrocarbon Primary Deficit
(Percent of Nonhydrocarbon GDP)
35

30

roughly 7.4 percent during 2026-2030, s

driven by broad-based spending restraint. e

Achieving the PIH-based fiscal anchor over 15 _

a 10-year horizon will ensure an orderly 0 e el

fiscal adjustment. Additional measures of
around 3 percent of nonhydrocarbon GDP ,
ar-e required over the medium term and Can 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035

Sources: IMF staff estimates.

be secu red prl ma ri Iy by red ucing the taX Note: “Sustainable level” refers to the nonhydrocarbon primary deficit derived using the Permanent Income

Hypothesis, where sovereign wealth remains constant in real per capita terms. The sustainable level assumes no
additional oil or gas discoveries beyond 2024—a conservative assumption that does not account for the fact that

gap: rationaIiZing non_essential Current proven reserves have remained broadly stable since 2005.
spending, and phasing out untargeted
energy subsidies, while protecting the most vulnerable.

Oman: Nonhydrocarbon Primary Balance and Composition
(Percent of nonhydrocarbon GDP, unless otherwise indicated)
2024 2025 2026

Budget 1/ Est. Budget 1/ Proj.
Nonhydrocarbon primary balance -30.9 -27.6 -28.9 -27.3 -26.9
Nonhydrocarbon revenues 10.2 9.9 10.6 9.8 10.3
Tax revenues 6.9 6.5 71 6.4 6.9
Non-tax revenues 2/ 33 34 35 33 34
Primary Expenditures 41.1 375 395 37.1 37.2
Wage Bill 134 134 13.6 12.9 12.9
Goods and Services 34 2.7 2.8 2.8 2.8
Subsidies and Transfers 7.3 6.2 6.8 5.9 6.1
o/w: energy subsidies 3.0 2.0 24 1.9 2.0
o/w: social safety net 24 24 2.6 2.5 2.5
Defense 11.3 11.1 10.9 10.9 10.9
Capital Expenditures 5.7 4.1 54 4.5 4.5
Memorandum items
Hydrocarbon revenues (in percent of GDP) 234 19.0 204 19.1 19.2
o/w: oil revenues 19.0 147 16.4 143 15.2
o/w: gas revenues 44 4.3 4.0 4.7 4.0
Overall fiscal balance (percent of GDP) 3.3 -2.2 0.7 -1.6 0.1
Qil price 81.2 60.0 70.6 60.0 62.1
Sources: Country authorities and IMF staff estimates.
1/ Excluding the authorities’ provision for debt repayment and including expected oil revenue transfers to special funds.
2/ Non-tax revenues exclude investment income (received from OIA).
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¢ Mobilizing Nonhydrocarbon Revenues. Tax revenues have increased by only 1.9 percent of
nonhydrocarbon GDP between 2019 and 2024, leaving a large tax gap estimated at 14 percent
of nonhydrocarbon GDP. Developing a medium-term revenue strategy is needed to narrow it.

» Tax Policy. The authorities are transitioning toward a stronger tax policy framework to
support revenue diversification. The recently enacted Personal Income Tax (PIT) law, set for
implementation in 2028, is commendable (Box 1). Staff estimate PIT revenues at about
0.3 percent of
nonhydrocarbon GDP

Tax Potential, Tax Revenue, and Tax Gap
(In percent of GDP or in percent of non-oil GDP)

in the early 35 B Tax revenue

implementation years. | 30 21 Tax gap

The introduction of 25 ATexpotental E——

the Qualified S ISR — e
Domestic Minimum 1s : ’
Top-up Tax and 0

Income Inclusion . ’ -

Rule, aligned with ﬁ [ _______________

Pillar Two rules 0 OMN acc AE EME

H H Sources: 2022 MCD/FAD departmental paper '‘Revenue Mobilizations for a Resilient and Inclusive Recovery in
sta rtlng from 2025’ IS the Middle East and Central Asia,' 2025 FAD departmental paper 'Building Tax Capacity for Growth and

also welcome. The Development: Evidence-Based Analysis for DRM,' country authorities, and IMF staff calculations.
. Notes: For Oman and the GCC, tax revenue is measured as non-oil tax revenue as a share of non-oil GDP. For
authorities ag reed AEs and EMEs, it is measured as total tax revenue as a share of total GDP. Tax potential for Oman and the GCC

th t ff t d ” is based on 2019 estimates (2022 MCD/FAD paper), while actual revenue is from 2024; the tax gap is the
wi sta O gradually difference between the two. For AEs and EMEs, all figures—revenue, potential, and gap—are from 2022 (2025

transition to a fully- FAD papen).
fledged Tax Policy Unit within the MoF to better align with fiscal objectives, while continuing
interim coordination with the OTA to guide tax reforms.

» Tax Administration. In its third year, the four-year Tax Administration Modernization
Program has made notable progress, including restructuring of Oman Tax Authority (OTA)
and establishing a compliance risk management unit. To ensure these achievements translate
into sustained revenue gains, staff underscored the need to accelerate efforts to strengthen
OTA staffing, modernize IT systems, establish a comprehensive taxpayer registry, enhance
performance monitoring, and implement risk-based compliance measures effectively.
Implementing VAT e-invoicing as scheduled in 2026, alongside the planned expansion of the
digital tax stamp, will be critical to strengthening compliance and boosting tax collection.

o Rationalizing spending. Energy subsidies accounted for about 2 percent of GDP in 2024-2025.
The current environment of lower international oil prices provides an opportunity to lift fuel
price cap, thereby reducing untargeted subsidies. Staff recommended phasing out untargeted
electricity subsidies by 2030, in line with the authorities’ previous commitments, and emphasized
that clear communication of timeline and measures will enhance predictability and policy
credibility. Further rationalization of non-essential current spending would support fiscal

INTERNATIONAL MONETARY FUND 13



OMAN

consolidation. Recent capital spending overruns underscore the need to strengthen the public
investment management framework.

Box 1. Oman: Enhancing Progressivity through Personal Income Tax

Oman’s introduction of a Personal Income Tax (PIT) marks a milestone in revenue diversification and fiscal
sustainability under Oman Vision 2040. With a phased rollout supported by strong administrative planning,
the PIT sets a regional precedent for modern tax policy and broader economic resilience.

Progressive Design. The PIT applies a 5 percent rate on net annual income above OMR 42,000 (about USD
109,000), targeting roughly the top 1 percent of earners. It covers income from employment, self-
employment, investments, and capital gains (excluding the primary residence), and incorporates deductions
for housing, education, healthcare, charitable contributions, and work-related expenses. Residents are taxed
on global income; non-residents are taxed on Oman-sourced income.

Equity and Resilience. By focusing on high-income earners and aligning deductions with social priorities,
the PIT enhances progressivity and reinforces confidence in the fairness of the tax system. It also contributes
to fiscal resilience by creating a more stable revenue base less vulnerable to oil price fluctuations.

Implementation Foundations. Effective in 2028, the PIT reflects the authorities’ commitment to a phased,
well-managed rollout supported by ongoing investments in digital tax administration. Successful rollout will
require strengthening tax administration capacity—through staff training, IT upgrades, and the creation of a
comprehensive taxpayer registry—alongside a clear communication strategy to support compliance.

17. The authorities’ work on contingency planning to safeguard fiscal sustainability is
welcome. For a temporary oil price shock, drawing on fiscal buffers and external borrowing—while
preserving investment-grade status—would be appropriate. Any drawdown of government deposits
should be carefully calibrated to avoid financial stability risks. For a sustained decline in oil prices,
stronger fiscal consolidation would be needed through revisiting the VAT rate, phasing out
untargeted energy subsidies while strengthening safety nets, and reducing other non-priority
spending. Staff commended the development of contingency planning frameworks within the OIA
and Energy Development Oman (EDO) to strengthen public sector resilience and sustainability.

18. Strengthening fiscal frameworks and governance is essential to reinforce fiscal
sustainability.

e Updating and strengthening the Medium-Term Fiscal Plan (MTFP). Timely preparation and
publication of the MTFP for 2026-2030 is essential. The updated MTFF should include clear fiscal
objectives, multi-year rolling projections of realistic revenues and expenditures, and a
comprehensive analysis of fiscal risks. Endorsing the MTFP at the highest level (Council of
Ministers) would enhance fiscal credibility. Reinforcing the Macro-Fiscal Unit's capacity will be
key to enhancing fiscal planning.

» Adopting a fiscal rule. The authorities are working on designing a fiscal rule with previous IMF
technical assistance. Staff recommended a rule targeting a sustainable nonhydrocarbon primary
deficit based on the PIH, shielding the budget from commodity price volatility, complemented
by the current debt ceiling (60 percent of GDP). The authorities agreed with staff's
recommendation that satisfying all necessary prerequisites—a credible MTFP, stronger public
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financial management institutions, sufficient fiscal buffers, and robust institutional capacity to
monitor and enforce the rule—are critical to ensuring successful implementation of the rules.

Enhancing budget
preparation and Budgeted vs Actual Current and Capital Spending

. (Millions of OMR)
execution processes. Staff |1,000

reiterated the importance 1
of integrating the MTFP 10000 — ]
into the budget 8000
preparation process, and
establishing a formal

supplementary budget 4000
system, particularly in light
of recent capital 2000
expenditure overruns. The 0 % % % % % % %
authorities’ ongoing 2018 2019 2020 2021 2022 2023 2024

efforts to improve public O Budgeted Current Spending
O Actual Current Spending

6000

financial management W Budgeted Nonhydrocarbon Capital Spending
(PFM) incIuding the B Actual Nonhydrocarbon Capital Spending

Sources: Country authorities.

planned roll out of the
government financial system (Maliya) FY2026-2030, are welcome, as this will improve fiscal
management and reporting, and strengthen governance and efficiency.

Reinforcing transparency, cash management, and fiscal risk analysis. Staff welcome recent
efforts made to improve fiscal transparency, including through publishing more detailed budget
documents, fiscal risks, and domestic annual borrowing plans. Staff encouraged the authorities
to resume publishing a pre-budget statement to promote transparency, accountability, and
credibility. Staff called for accelerating work towards rolling out the Treasury Single Account
(TSA) and stressed the importance of deepening fiscal risk analysis, considering oil prices’
increased volatility.

Establishing a framework for stabilization and saving objectives. The authorities have
multiple funds and accounts for stabilization and saving for future generations. They agreed with
staff that a clear framework guiding the allocation of fiscal resources between a stabilization
fund and saving funds is essential to enhancing fiscal policy counter-cyclicality and ensuring
intergenerational equity. Staff recommended consolidating the current pools of assets owned by
the MoF into a dedicated stabilization fund, with clearly laid-out rules for the deposit and
withdrawal of resources to insulate the budget and economy from commodity price volatility
and external shocks.
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Oman: Fiscal Reforms 2020-2025

Expansion of Treasury Single Account
(TSA)

New Financial Management System
iyah)

t of Supply Chain
f Program-Based

ment of Joint Forecasting
(CBO, MoF, MoE) Establishment of the Social Protection
Medium Term Fiscal Plan 2020-2024 Fund
Establishment of a Strategic
SOE ownership transferred to OIA Procurement Unit

Introduction of the National Asset New Financial Law
Register system

Personal | Income Tax Law
New Public Debt Law
Introduction of Qualified Domestic
New Debt Management Information Top-Up Tax and Income Inclusion Rule
System
Law on the Collection of State Dues
Introduction of a TSA (pilot 2 major
LM budgets)

Establishment of Integrated Gas
Company

"
Modernization Program

Source: IMF staff

19. Publishing the debt strategy and developing a sovereign asset-liability management
(SALM) frameworks is increasingly important amid oil price volatility and global uncertainty.
Staff commended the authorities for the
notable success of their debt management

Cummulative Change in Debt-to-GDP
(2020-2024, In percentage points)

strategy, leading to a sharp decline in the 10

debt-to-GDP ratio, and welcomed the 5 ]
ongoing work on establishing a National 0 (I ] i

Assets Registry. Looking ahead, it will be 12

important to ensure that the Medium-Term 15

Debt Management Strategy is regularly -20

updated and published. Steady progress is 2

also needed in developing a comprehensive 22

SALM framework—Ileveraging the Oman AE GOC (excl. Oman)  EMDE
recommendations of an IMF technical
assistance—and promoting an integrated
view of the public sector balance sheet.

Sources: World Economic Outlook and IMF staff calculations.

20. Authorities’ views. The authorities reaffirmed their continued commitment to fiscal
prudence and a growth-friendly consolidation, emphasizing a gradual approach to fiscal adjustment
is essential to enhance resilience to oil price fluctuations, safeguard social spending and priority
investments, and continue building buffers. Following substantial debt reduction achieved under the
preceding plan, the MTFP (2026-2030) shifts emphasis toward fostering growth, improving spending
efficiency, reducing the tax gap, and strengthening PFM. The authorities clarified that ongoing
measures aim to lower the cost of electricity generation, transmission, and supply, while increasing
the share of renewables in the energy mix to contain subsidy level despite rising demand. They
reiterated their commitment to phasing out untargeted subsidies by 2030.

16 INTERNATIONAL MONETARY FUND



OMAN

B. Monetary Policy

21. The exchange rate peg remains appropriate given Oman’s economic structure. The peg
has provided a credible monetary anchor, helping to deliver low and stable inflation. The CBO
should continue aligning its policy rate with the U.S. Federal Reserve. Official foreign reserves, fiscal
prudence, and structural reforms would continue to reinforce the peg.

22. Reforms to the monetary policy and liquidity management framework are critical to
improving policy transmission. The CBO has developed a roadmap under its Monetary Policy
Enhancement Project (MPEP) to transition to an active liquidity management framework. Key
milestones for 2026H1 include first introducing an OMR standing deposit facility (including for
Islamic banks), setting a target policy rate within the interest rate corridor, and moving to cash-only
reserve requirements. Work is also ongoing to develop collateral and emergency liquidity
frameworks and re-introduce certificates of deposit for open market operations. Staff urged
continued efforts to establish a full-fledged TSA framework—including remunerating TSA at the
CBO—in coordination with the MoF, to bolster liquidity management and enhance policy
transmission. Staff support the authorities’ gradual and well-coordinated approach in implementing
the TSA, including with the banking sector. Remunerating required reserves would also further
strengthen the implementation of monetary policy.

23. Authorities’ views. The authorities acknowledged the need to strengthen the monetary
policy transmissin mechanism and noted progress on key elements of the MPEP. They recognized
that further developing a liquidity management system, including a full-fledged TSA, will take time
to overcome existing challenges. They reiterated their commitment to implementing the MPEP and
TSA in coordination with stakeholders to ensure adequate banking system liquidty.

C. Financial Sector Policies

24. The banking sector remains resilient. Total assets expanded to 108 percent of GDP in
2024, underpinned by sustained credit growth to the private sector. The 2025 Financial Sector
Assessment Program (FSAP) provides a detailed assessment of the sector. Under adverse scenarios,
most banks maintain capital buffers above regulatory thresholds; however, few banks would fall
under the CET1 and total capital hurdle rates, with the total CAR and CET1 shortfalls amounting to
(0.03 and 0.19 percent of GDP, respectively). Based on the results of sensitivity analyses, some banks
fell below capital requirements, highlighting vulnerabilities related to borrower and sectoral
concentrations and elevated levels of Stage 2 restructured loans. While banks have liquidity buffers
to absorb potential liquidity pressure, liquidity metrics appear volatile due to frequent short-term
movements in U.S. dollar positions. Staff emphasized enhancing the granularity of regulatory data,
strengthening the monitoring of risks, and introducing Pillar Il measures to address concentration
risks and bank idiosyncratic and business model associated vulnerabilities.
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Solvency Stress Tests for the Banking System
Total Capital Ratio CET1 Ratio
(Percent of RWA) (Percent of RWA)
= Baseline Adverse = === Hurdle rate (adverse) = Baseline Adverse = === Hurdle rate (adverse)
25.0% 20%
20.0%
15%
15.0%
______________________________ 10%
10.0%
5.0% 5%
0.0% 0%
2024 2025 2026 2027 2024 2025 2026 2027
Sources: CBO supervisory data, and IMF staff calculations.

25. Systemic macro-financial risks remain low, albeit certain areas could contribute to risk
accumulation over time. The CBO is the designated macroprudential authority, with appropriate
legal powers and tools. However, the absence of a formal macroprudential strategy calls for further
strengthening the macroprudential policy framework. Within this framework, the FSAP recommends
gradually introducing a positive neutral countercyclical capital buffer (CCyB), reviewing FX net open
position (NOP) limits, and removing interest rates caps on personal loans. The authorities should
consider reassessing borrower-based and real estate exposure limits to ensure alignment with peers,
while prioritizing expanded toolkit, improved data and risk monitoring, and stronger institutional
coordination. The state footprint on the liability side of banks remains material, along with the
absence of an active liquidity management framework and the lack of a full-fledged TSA account,
warranting continued vigilance.

26. Enhancing banking regulation and supervision is essential to safeguarding financial
stability. The 2025 Banking Law expanded supervisory powers and introduced a more risk-based
approach to supervision. However, as the Law is newly enacted, the CBO should review the
prudential framework and revise and update regulations and circulars to ensure that they remain
effective and aligned with evolving industry practices and international standards. The CBO
completed the D-SIB designation of the second biggest bank in the country. Full designation of all
systemically important banks as D-SIBs and alignment of surcharges with Basel standards are
needed. The CBO's newly expanded mandate, which includes developmental objectives, should
preserve the primacy of price and financial stability objectives.
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Credit and Deposit Exposures

Credit to GDP Cap on Loan-To-Value Ratio _ ein
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1/ Figures include credit/financing and investments in government securities as percent of total credit.

27. The 2025 FSAP underscores progress made in improving the financial safety net and
crisis management, which needs to ensure full operational effectiveness. The resolution and
deposit insurance functions currently lack dedicated staffing, autonomy, and formal coordination
mechanisms. The CBO should fully operationalize recovery and resolution planning, by expanding
the framework to cover all systemic banks at the time of resolution, and address capacity and
governance constraints within its resolution function. The FSAP recommends strengthening the Bank
Resolution Framework (BRF) by integrating the CBO's BRF into the Banking Law and ensuring full
alignment with the Financial Stability Board Key Attributes. These efforts should be complemented
by strengthening the legal framework of the Financial Stability Committee, enhancing inter-agency
coordination, and expanding the deposit insurance scheme mandate to a paybox-plus model.
Securing formal public backstop funding arrangements will be essential to ensure an effective crisis
response.

28. Deepening capital markets remains essential. Staff supported the authorities’ efforts to
develop capital markets through regular issuance of government securities and initial public

INTERNATIONAL MONETARY FUND 19




OMAN

offerings, reducing reliance on bank-based financing and fostering economic diversification. The
immediate priority for capital market reforms is establishing a market-based government yield
curve. This is critical for broader financial market development, supporting market-making activity,
corporate bond issuance, and investor base diversification. Accelerating ongoing reforms to develop
financial market infrastructure and facilitate foreign investor participation will be key to achieving
these objectives.

29. SME financing is constrained by structural weaknesses in credit programs. A high NPL
ratio of about 24 percent in government credit programs reflects inadequate risk assessment at
origination and weak monitoring and management practices. Elevated default risks and a rigid
insolvency framework further deter private sector lending. Staff emphasized the need to strengthen
credit risk management practices, and reform insolvency laws to facilitate timely resolution of
defaults. The authorities launched the National SME Funding Strategy to close the financing gap.
Enhancing SME finance will also require shifting from direct government lending and scaling up the
partial guarantee program to mobilize private capital, alongside promoting the use of fintech by
banks.

30. Oman is making progress in strengthening the integrity of its financial system.
AML/CFT supervision has improved, with increased focus on enforcement and compliance across
financial institutions. The beneficial ownership (BO) registry is operational, facilitating greater
transparency, though challenges remain regarding verification processes and access by competent
authorities. Staff called for monitoring evolving ML/TF risks, leveraging data, continuing to
strengthen risk-based supervision by aligning supervisory practices with the identified risks,
strengthening enforcement, enhancing inter-agency coordination, and fully operationalizing the
central BO registry through verification of submitted information, sanctions and public access.

31. Authorities’ views. The authorities emphasized that safeguarding financial and price
stability remains the primary mandate of the CBO, notwithstanding the development objective. They
noted that directing bank lending toward priority sectors under Vision 2040 is intended to support
economic diversification and broaden banks’ lending portfolios in a manner consistent with
maintaining financial stability. The authorities indicated that they will assess the need to introduce a
positive neutral CCyB. They added that work is ongoing to enhance the crisis management
framework. They emphasized that maintaining the interest rate cap on personal loans is appropriate
to deter undue indebtedness and support social protection. They also underlined that the current
banking system'’s aggregate FX NOP ratio remains well below the regulatory limit, reflecting low
exchange rate risk given the predominance of U.S. dollar exposure. The authorities highlighted that
reforms to deepen the capital market have significantly boosted liquidity and investor participation.
They noted that the Financial Stability Committee was established pursuant to a Royal Directive, with
representation from relevant stakeholders.
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D. Structural Reforms

32. Accelerating the economic transformation is key for securing Oman'’s long-term
prosperity. Amid heightened global uncertainty, there is renewed urgency to deepen and expedite
structural reforms. Despite some progress, economic activity remains concentrated in low value-
added, non-tradable sectors generating limited productivity gains, few quality jobs for highly
educated Omanis, and foreign currency earnings (Selected Issues Paper). Pursuing diversification
efforts toward higher value-added, export-oriented sectors with strong potential for job creation
and growth—as identified under Vision 2040—uwiill be key to placing the economy on a more
resilient and inclusive path.

33. The 11*" Five-Year Development Plan (2026-2030) provides an opportunity to
reinvigorate the reform momentum and address structural bottlenecks. In its final review stage,
the Plan will be issued in January 2026. Anchored in Vision 2040, it aims to accelerate economic
diversification through targeted investment in priority sectors, while reinforcing social development
through education, healthcare, and infrastructure upgrading. The Plan involves mobilizing important
additional capital spending from both public and private sectors, with OlA-affiliated SOEs planning
investments of around OMR 12 billion and the budgetary government increasing capital
expenditure by about OMR 1 billion. Ensuring this expansion crowds in the private sector and is
complemented by structural reforms will be key to maximizing economic and social returns.

34. Sustaining and prioritizing reforms will be critical for achieving the targeted economic
transformation.

e Labor market. The authorities are advancing reforms to address labor market bottlenecks,
including expanding vocational and training programs, permitting temporary sectoral mobility
for expatriates to meet seasonal demand, and regulating part-time and remote work to
encourage participation by women, students, and retirees. Sectoral committees—comprising
government, private sector, and labor unions—have been established to align workforce needs.
Under the National Employment Program, initiatives provide on-the-job training and reskilling

Labor Market Indicators

Public Wage Premium

) Average Scores of Grade 8 Students on TIMSS
(In precent, 2024 or latest available data)

Mathematics and Science Scales (2019)
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Sources: NCSI, IMF FAD Expenditure Assessment Tool and IMF staff calculations. staff calculations.

Note: The wage premium for GCC countries is calculated for citizen workers only. The private
sector in Oman includes SOE entities.
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for jobseekers, supporting greater work readiness and stronger absorption of Omanis,
particularly youth and female, into the private sector. Policies should continue to narrow the
public—private wage gap. Improving educational outcomes and strengthening the pipeline of
STEM and vocational graduates will be key. Expanding nationwide access to early childhood
education would boost learning outcomes, improve long-term workforce quality, and reinforce
gains in female participation, which remains low relative to regional peers.

¢ Regulatory and Business Environment. Extensive reforms have been initiated to create a
business-enabling environment, including the recent establishment of a court with a mandate to
settle business-related disputes. Further efforts are warranted to strengthen product market
competition, streamline administrative and regulatory procedures—including for trade
facilitation—and foster investment in research and development to enhance the competitiveness
and productivity of the nonhydrocarbon tradable sector. The authorities have made notable
strides toward fostering a knowledge-based economy and strengthening the national
innovation ecosystem, including by launching the National Intellectual Property (IP) framework
and the Oman Digital Triangle initiative, as well as expanding SME financing. Looking ahead,
deepening collaboration between research institutions and the private sector would help
accelerate innovation, attract investment, and enable Omani firms to move up the value chain.

* The Role of the State. FSAP analysis highlights the resilience of public enterprises, with limited
vulnerabilities, supported by recent reforms undertaken by OIA. Despite this, planned SOE
expansions by OIA under the 11™ Development Plan should be carefully assessed and
appropriately calibrated to serve as a catalyst for crowding in private investment rather than
displacing it. Enhancing transparency by regularly publishing SOE's financial statements would
strengthen accountability and investor confidence.

Corporate Sector Analysis 1/

Debt at Risk Interest Coverage Ratio
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Source: FSAP 2025 stress test results.
Note: Public sector debt-at-risk in the left-hand chart is identical under both scenarios.

1/ Based on the impact of higher interest rates and lower economic growth assumptions.

e Trade Integration. Oman'’s integration into global value chains (GVCs) remains limited,
particularly in backward linkages, reflecting its narrow export base concentrated in
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renewable energy production are
ongoing. Pursuing this strategy,
through phasing out energy

OMAN

hydrocarbons. Advancing export diversification and deeper GVCs integration could be
supported by further opening Oman'’s trade and investment regimes, and leveraging its strategic
location and well-established Special Economic Zones (SEZs). Ongoing government efforts to
strengthen economic and trade ties with various countries, particularly in Asia and East Africa,

are a welcome step in this direction.
Accelerating efforts to strengthen
linkages between SEZs and the
domestic economy through industrial
clustering, enhanced support for local
suppliers, and targeted human capital
development will be essential (Selected
Issues Paper).

Digitalization and Al readiness. On
the IMF's Al Preparedness Index, Oman
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ranks broadly in line with other GCC economies and performs above emerging economies
average in the human capital and labor market policies dimension. Oman launched the National
Program for Al and Advanced Digital Technologies (2024-2026). Accelerating these efforts
would position the economy to benefit from productivity gains and increased value-added in
non-hydrocarbon sectors. Staff's empirical estimates indicate that Al could boost Oman'’s labor
productivity by up to 1 percentage point over the medium term (Annex VII). However, digital
transition entails labor market challenges, underscoring the need for policies that facilitate
workforce adaptation through education and training, while strengthening social protection to

support vulnerable workers.

Efforts to scale up

8.0

subsidies and directing 25 percent of 60
the savings as transfers to targeted
households and 75 percent to scale 40
up capital spending—including to
enhance adaptation to extreme 20
weather events— will help achieve

00

Oman'’s sustainability goals and
support higher growth. Model-based
simulations suggest that the GDP
effects are positive. The impact is
strongest under a scenario with only
subsidy reforms and public
investment (s1), while the combined

2040 Real GDP Effects

(Percent change wrt BaU)

Subsidy reform(s1) NDC Targets met(s2)  Renewable investment (s3)

Notes: BaU is set to 2021 GHG emissions level/Oct-2025 WEO baseline macro
assumptions. s1 assumes phasing out subsidieds over 2025-2030 with 75 percent
going to public saving while 25 percent to household transfers. s2 combines
subsidy phase out in Oman and other countries meeting their NDC while s3
combines s2 with 7 percent committed NDC target by 2030 and in creasing share
of renewables to 40 percent by 2040.

Source: IMF Staff Calculations

scenario (s3)—involving subsidy reforms, public investment, and fulfilment of Nationally Determined
Contributions (NDC) commitments by Oman and other countries—shows a smaller but still positive
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effect as global demand for oil and gas declines due to other countries undertaking climate
transition policies aligned with their NDC.

36. Data provision remains broadly adequate for surveillance (Annex VIII). The authorities’
commitment to improving data quality and provision, including National Statistics and Information
Strategy (2025-2030), is welcome. Current initiatives aim to compile quarterly balance of payments
data, produce quarterly GDP by expenditure, align fiscal data compilation and reporting with GFSM
2014, and publish financial soundness indicators. Staff encouraged the authorities to take additional
measures to improve the timeliness, frequency, comprehensiveness, and dissemination of national
accounts, external, and fiscal data. The IMF stands ready to further support the authorities’ progress
in these areas through additional capacity development.

37. Authorities’ views. The authorities reiterated their commitment to structural reforms, with
the aim being advancing economic transformation. The overacrching objective remains to foster the
emergence of vibrant nonhydrocarbon, export-driven sectors, capable of creating enough jobs for
Omanis. They noted that confidence in Oman’s longer-term growth prospects continued to improve
on the back of the Government’s commitment to reforms. They pointed to bottlenecks facing SMEs'
capacity to grow, including access to finance, labor skill mismatches, and competition from larger
foreign players, suggesting the need for government targeted support.

STAFF APPRAISAL

38. Oman’s reform agenda is advancing, enhancing resilience and supporting a favorable
economic outlook. The economy has weathered global uncertainty, renewed geopolitical tensions,
and oil price fluctuations. Nonhydrocarbon growth is expected to strengthen further in the medium
term, driven by investment implementation and progress on reforms under Oman Vision 2040. The
fiscal balance is set to remain in surplus, supported by higher oil production and fiscal reforms. The
current account balance is projected to shift into deficit in the near term on softer oil prices, before
turning to surplus as nonhydrocarbon exports expand. Risks to the near-term outlook are
nonetheless tilted to the downside.

39. Oman’s recent fiscal performance reflects continued commitment to prudence and
intergenerational equity. The nonhydrocarbon primary deficit is estimated to narrow further in
2025-2026 driven by lower fuel subsidies, spending restraint, and stronger nonhydrocarbon
revenues. Ensuring intergenerational equity will require additional medium-term consolidation
through mobilizing nonhydrocarbon revenues, phasing out untargeted energy subsidies while
protecting the most vulnerable, and rationalizing non-essential spending. Advancing tax policy and
administration reforms will be essential to narrowing the tax gap. Continued improvements in public
investment management and clear communication of subsidy reform plans will help enhance fiscal
efficiency.

T Oman's NDC targets a 7 percent reduction in greenhouse gas and increases the share of renewables in its energy
mix to 40 percent by 2040.
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40. Strengthening fiscal frameworks and governance is key to entrenching fiscal
sustainability. Publishing the 2026-2030 MTFP, underpinned by realistic multi-year projections and
comprehensive fiscal risk analysis, will bolster credibility. Progress on developing a fiscal rule,
strengthening budget preparation and execution, and rolling out the government financial
management system will enhance fiscal planning and governance. Greater transparency—through
broader public sector reporting, TSA implementation, and deeper fiscal risk assessments—remain
critical. Consolidating stabilization funds under a clear rule-based framework, strengthening debt
management, and developing sovereign asset-liability management will help Oman better navigate
oil price volatility, safeguard financial buffers, and reinforce fiscal sustainability.

41. The exchange rate peg remains an appropriate and credible policy anchor for Oman.
Transitioning to an active liquidity management framework, including by introducing an OMR
standing deposit facility, setting a target policy rate within the interest rate corridor, and moving to
cash-only reserve requirements, while rolling out a full-fledged TSA in coordination with the MoF
and the banking sector will be key to enhance monetary policy transmission.

42. The financial system remains resilient, supported by solid banking fundamentals and
ongoing reforms. Banks’ balance sheets continue to expand, underpinned by private-sector credit
growth, and stress-test results indicate that the system can generally withstand severe shocks,
though few banks would fall under capital hurdle rates. Liquidity buffers remain adequate, while
funding concentrations—particularly to the public sector—warrant close monitoring. Progress
continues in strengthening macro-financial oversight, though operationalizing a comprehensive
macroprudential strategy, introducing a positive neutral CCyB, recalibrating borrower-based
measures, and reviewing FX NOP limits remain priorities to reinforce resilience. The 2025 Banking
Law marks an important step toward more risk-based supervision. Ensuring that the CBO'’s
expanded development mandate remains anchored in price and financial stability will be crucial.
Further strengthening the financial safety net and deepening capital markets will be essential to
support long-term financial development and stability. Addressing structural impediments to SME
financing will help mobilize private capital

43. Oman'’s long-term prosperity hinges on sustaining reforms. The 11™ Five-Year
Development Plan (2026-2030) provides an opportunity to reinvigorate reform momentum. Key
priorities include narrowing the public—private sector wage gap, boosting educational and
vocational training outcomes, and increasing female labor force participation, alongside improving
the business environment. Regular publication of SOEs' financial statements would enhance
transparency and investor confidence. Creating a competitive nonhydrocarbon tradable sector
requires further trade integration, deeper linkages between SEZs and the domestic economy, scaling
up R&D spending, and advancing digitalization and Al readiness. Data provision is broadly adequate
for surveillance, though further progress is needed to improve the timeliness, frequency,
comprehensiveness of data.

44. Staff proposes that the next Article IV consultation with Oman follow the standard 12-
month cycle.
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Overall growth accelerated in 2024 despite contraction in
the hydrocarbon sector...

Real GDP Growth
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The current account balance remained in comfortable
surplus...
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Sources: Country authorities and IMF staff calculations.

Figure 1. Oman: Recent Economic Developments

...supported by robust nonhydrocarbon activities.
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...leading to subdued headline inflation.
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..while effective exchange rates started depreciating lately,
primarily driven by a depreciating US dollar.
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Figure 2. Oman: Fiscal Sector Developments
Total revenues moderated in 2024, weighed down by even as expenditures picked up sliaht!
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Central government net financial assets improved . L
g f p ...concurrent with a further decline in government debt.
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Sources: Country authorities and IMF staff calculations.
1/ Central government deposits at depository corporations and Oman Investment Authority’s liquid assets less
government debt.
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Figure 3. Oman: Monetary and Financial Developments
Banks reserves continued declining, reflecting expanding

Policy rates broadly followed the US Fed. investment opportunities

Interest Rates Bank's Reserves and Interbank Activity
7 (Percent) 58 (Percent of total deposits (lhs), RO million (rhs)) 140
6 gg 16 mmmmm Average monthly interbank amount (RHS)
5 f! : N\ 5.5 = = = = Total reserves 120
4 54 14 Required reserves 1
3 52 A 80
> D\ 5.1 10 Vv oL [/
. 50 R e ISV A "
12 29 8 v v Y% .6 e 60
0 =T = 48 6 il il
~ © o o — ™ < n . 40
by - hay o (o} [aV} [aN} [aV} [V} 4 |
1<) o o o o o o o o
Oman (overnight interbank rate) 2 | | ||| | mm hm || ” m ‘
= = =« U.S. Federal Funds Rate 0 0
Oman (Repo rate) = e 2 8 5 84 8 3 &
X " o o o o o o o o o
Lending rate (weighted avg, rhs) NN A A
Note: Data for 2025 is as of September. Note: Data for 2025 is as of September.
Public sector deposits at commercial banks remains ..while credit to the private sector continued to grow,
significant... albeit at a slower pace relative to other GCC and EMs...
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Figure 4. Oman: External Sector Developments 1/

The current account balance remained in surplus in 2024,

. . . ...further improving Oman’s net international investment
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Nonhydrocarbon exports resumed growth in 2024... ..while imports grew faster than in 2023.
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1/ The coverage of non-hydrocarbon trade data has been expanded in 2020 to include international transactions
in free-trade zones. Therefore, data from 2020 and beyond is not comparable with non-hydrocarbon trade data
from previous years.
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Figure 5. Oman: Banking Sector Soundness Indicators
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Table 1. Oman: Selected Economic Indicators, 2022-30
Proj.
2022 2023 2024 2025 2026 2027 2028 2029 2030
Oil and Gas Sector
Average crude oil export price (US$/barrel) 95.4 823 812 70.6 62.1 62.2 63.2 64.4 65.3
Crude and condensates oil production (in millions of barrels/day) 1.064 1.049 0.995 1.005 1.048 1.090 1.140 1.176 1.201
of which: Crude Oil (in millions of barrels/day) 0.848 0.815 0.762 0.770 0.810 0.849 0.889 0917 0.937
Natural gas production (in millions of cubic meters per day) 137.2 1425 149.2 1523 155.5 159.3 163.1 167.0 171.0
National Accounts (Annual percentage change, unless otherwise indicated)

Nominal GDP (US$ billions) 109.9 106.2 107.1 106.5 107.5 112.4 118.2 124.5 130.9

Nominal GDP (in billions of Omani rials) 422 40.8 41.2 41.0 413 432 455 479 50.3

Real GDP 8.0 14 1.6 2.8 38 38 39 3.6 34
Real hydrocarbon GDP 1/ 8.7 03 -1.9 1.1 4.0 37 42 29 2.1
Real nonhydrocarbon GDP 7.7 2.0 33 35 37 38 3.8 39 4.0

Consumer prices (average) 25 1.0 0.6 1.0 1.2 1.5 1.7 1.8 20

GDP Deflator 16.5 -4.7 -0.7 -32 -2.8 0.8 12 16 1.7

Investment and Saving (Percent of GDP)

Gross capital formation 273 26.7 26.0 26.5 27.3 283 283 283 283
Public 71 73 8.6 9.2 9.1 9.0 89 8.8 8.7
Private 20.2 19.3 174 173 18.2 19.3 194 19.5 19.6

Gross national savings 31.0 29.2 29.2 254 242 26.8 28.5 29.0 29.5
Public 20.7 16.5 13.9 1.1 9.6 9.8 10.3 10.5 10.7
Private 103 12.7 154 143 14.6 17.0 18.2 18.5 18.9

Central Government Finances (Percent of GDP)

Revenue and grants 414 342 319 295 283 278 276 273 269
Hydrocarbon 337 256 234 204 19.2 18.8 19.0 189 18.5
Nonhydrocarbon and grants 7.7 86 8.5 9.1 9.1 9.0 8.6 84 84

Expenditure 309 274 28.6 288 282 27.2 259 252 242
Current 27.8 241 25.0 25.1 25.0 242 23.0 224 21.6
Capital 31 33 36 37 3.1 30 29 28 27

Overall balance (Net lending/borrowing) 10.5 6.8 33 0.7 0.1 0.6 17 21 27

Nonhydrocarbon primary balance

(percent of nonhydrocarbon GDP) -31.7 -29.1 -30.9 -28.9 -26.9 -25.5 -23.8 -22.7 -21.5

Central government debt, of which: 4.7 374 354 358 359 347 333 320 29.8
External debt 315 277 24.6 238 236 219 204 19.1 17.2

Public debt, of which: 729 69.3 66.2 68.7
SOEs debt 312 319 30.8 329

Net financial assets -12.9 -74 -1.9 -14 -1.9 -1.9 0.1 2.5 5.2

Monetary Sector (Annual percentage change, unless otherwise indicated)

Net foreign assets -0.8 353 15.0 55 -7.1 -1.8 6.4 6.5 79

Net domestic assets 1.0 6.6 55 -1.7 132 89 5.6 6.0 43

Credit to the private sector 4.2 47 5.9 6.1 57 59 59 6.1 6.1

Broad money 0.6 13.1 8.1 04 7.0 6.0 5.8 6.1 5.2

External Sector (In billions of U.S. dollars, unless otherwise indicated)

Exports of goods 65.7 59.5 65.2 59.7 58.1 60.3 629 65.2 68.0
Oil and gas 45.6 404 445 386 36.0 364 376 384 398
Other 20.1 19.2 20.6 212 22.0 239 253 26.8 282

Imports of goods 347 352 395 399 398 40.0 40.7 41.7 43.1

Current account balance 4.0 24 35 -1.2 -34 -1.7 0.2 0.9 1.6
Percent of GDP 37 23 32 -1.1 -3.1 -15 0.2 0.7 1.2

Central Bank gross reserves 176 175 184 19.3 17.8 174 184 194 20.9
In months of next year's imports of goods and services 44 40 42 44 40 38 39 40 4.1

Total external debt 70.0 65.8 62.2 62.0 614 60.7 59.2 58.6 57.3
Percent of GDP 63.7 619 58.0 58.2 57.1 54.0 50.1 47.0 438

Sources: Omani authorities; and IMF staff estimates and projections.

1/ Includes crude oil, refining, natural gas, and LNG production.
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Table 2a. Oman: Government Finances, 2022-30 1/
(Millions of Omani Rials, unless otherwise indicated)

Proj.

2022 2023 2024 2025 2026 2027 2028 2029 2030

Revenue and Grants 17,506 13,981 13,160 12,094 11,689 12,020 12,549 13,059 13,530
Taxes 2/ 1630 1,827 1,832 1,955 1,990 2,101 2,281 2395 2,531
Grants 14 12 20 25 20 20 20 20 20
Property income and others 15,862 12,142 11,308 10,114 9,679 9,899 10,248 10,644 10,978

Qil 10688 8594 7,835 6724 6,281 6427 6832 7,181 7434
LNG and natural gas 3/ 3,548 1,875 1,822 1,643 1635 1692 1818 1,845 1,888
Public services and utilities 1 2 1 1 1 1 1 1 1
Investment income 813 805 805 800 800 800 600 600 600
Others 812 866 845 946 962 980 997 1,018 1,056

Expenditure 13,058 11,185 11,799 11,797 11,640 11,758 11,777 12,051 12,190

Expense 11,752 9,822 10,301 10,297 10,340 10458 10477 10,731 10,850
Compensation of employees 3,403 3,506 3,531 3,747 3,722 3,771 3,822 3,929 4,026
Use of goods and services 2,413 841 902 762 816 834 859 888 911
Interest payments 1,076 1,044 936 905 878 893 863 932 887
Subsidies and social benefits 1,922 1,523 1,935 1,873 1,754 1,784 1,748 1,782 1,808
o/w: energy subsidies 1,276 870 797 656 585 577 503 500 497
o/w: social transfers 221 206 624 718 716 741 767 795 824
Grants to other countries 10 14 10 10 10 10 10 10 10
Other expense 2928 2,894 2987 3,000 3,160 3,166 3,174 3,190 3,208

Defense 2928 2894 2987 3000 3,160 3,166 3,174 3,190 3,208

Net Acquisition of Nonfinancial Assets 1,306 1,363 1,498 1,500 1,300 1,300 1,300 1,320 1,340

Acquisitions of nonfinancial assets 1,306 1363 1498 1500 1,300 1,300 1,300 1,320 1,340
Civil 1306 1363 1498 1500 1,300 1,300 1,300 1,320 1,340

Disposals (sales) of nonfinancial assets - - - - - - - - _

Gross Operating Balance 5,754 4,159 2,858 1,797 1,349 1,561 2,071 2,328 2,679
Net Lending (+)/Borrowing (-) (Overall Balance) 4/ 4,448 2,796 1,360 297 49 261 771 1,008 1,339
Net Acquisition of Financial Assets 5/ 1,284 436 709 380 187 430 923 1,162 1,026
Net Incurrence of Liabilities -3,164  -2,360 -651 83 138 169 152 154 -313
Domestic debt -855 -370 523 469 138 427 347 308 142
External debt -2,308  -1,990 -1,174 -386 0 -258 -195 -154 -455

Memorandum Items:
Total government debt, of which 17,611 15251 14,600 14,683 14,820 14,989 15,141 15295 14,982
External debt 13,284 11,294 10,120 9,734 9,734 9476 9,281 9,126 8,671

Sources: Ministry of Finance; and IMF staff estimates and projects.

1/ Table covers central government operations. Starting 2023, gas-related revenues are reported net of the cost of gas purchase
and transportation (previously included under use of goods and services) as gas-related operations were hived off to Integrated
Gas Company after its creation at the beginning of 2023.

2/ Taxes refer to non-hydrocarbon taxes.

3/ Includes the dividend from Oman Liquefied Natural Gas Company (OLNG).

4/ Excludes 'net lending and equity" .

5/ Includes 'net lending and equity'.
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Table 2b. Oman: Government Finances, 2022-30 1/
(Percent of GDP)

Proj.

2022 2023 2024 2025 2026 2027 2028 2029 2030

Revenue and Grants 414 342 319 29.5 28.3 27.8 27.6 27.3 26.9
Taxes 2/ 39 45 4.4 4.8 48 49 5.0 5.0 5.0
Grants 0.0 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.0
Property income and others 37.6 29.7 27.5 24.7 23.4 22.9 22.5 222 21.8

Oil 253 211 19.0 16.4 15.2 149 15.0 15.0 14.8
LNG and natural gas 3/ 8.4 46 4.4 4.0 4.0 39 4.0 39 38
Investment income 1.9 2.0 2.0 2.0 1.9 1.9 13 13 1.2
Others 19 2.1 2.1 2.3 2.3 23 2.2 2.1 2.1

Expenditure 30.9 274 28.6 28.8 28.2 27.2 259 25.2 24.2

Expense 27.8 241 25.0 25.1 25.0 24.2 23.0 224 21.6
Compensation of employees 8.1 8.6 8.6 9.1 9.0 8.7 84 82 8.0
Use of goods and services 57 2.1 2.2 19 2.0 19 19 19 18
Interest payments 2.5 2.6 23 2.2 2.1 2.1 1.9 19 18
Subsidies and social benefits 4.6 37 4.7 4.6 4.2 4.1 38 37 3.6
o/w: energy subsidies 3.0 2.1 1.9 1.6 14 13 1.1 1.0 1.0
o/w: social transfers 0.5 0.5 15 1.8 1.7 1.7 1.7 1.7 1.6
Other expense 6.9 7.1 73 73 7.6 73 7.0 6.7 6.4

PDO operations 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Defense 6.9 7.1 73 7.3 7.6 7.3 7.0 6.7 6.4

Net Acquisition of Nonfinancial Assets 3.1 33 36 37 3.1 3.0 29 2.8 2.7

Acquisitions of nonfinancial assets 3.1 33 3.6 37 3.1 3.0 29 2.8 2.7
Civil 3.1 33 3.6 37 3.1 3.0 2.9 2.8 2.7

Disposals (sales) of nonfinancial assets - - - - - - - _ -

Gross Operating Balance 13.6 10.2 6.9 4.4 33 3.6 4.6 49 53
Net Lending (+)/Borrowing (-) (Overall Balance) 4/ 10.5 6.8 33 0.7 0.1 0.6 17 2.1 2.7
Net Acquisition of Financial Assets 5/ 3.0 1.1 17 0.9 0.5 1.0 2.0 24 2.0
Net Incurrence of Liabilities -7.5 -5.8 -1.6 0.2 0.3 0.4 0.3 0.3 -0.6
Domestic debt -2.0 -0.9 13 1.1 0.3 1.0 0.8 0.6 03
External debt -5.5 -4.9 -2.9 -0.9 0.0 -0.6 -0.4 -0.3 -0.9

Memorandum Items:

Total government debt, of which 1.7 374 354 35.8 359 347 333 320 29.8

External debt 31.5 277 246 23.8 23.6 21.9 204 19.1 17.2
Nonhydrocarbon revenue (percent of nonhydrocarbon GDP) 13.1 13.7 13.2 134 13.0 12.8 121 11.9 11.7
Break-even oil price (fiscal, U.S. dollars) 55.4 54.1 57.6 60.8 54.4 54.4 51.2 50.7 49.1

Sources: Ministry of Finance; and IMF staff estimates and projects.

1/ Table covers central government operations. Starting 2023, gas-related revenues are reported net of the cost of gas purchase
and transportation (previously included under use of goods and services) as gas-related operations were hived off to Integrated
Gas Company after its creation at the beginning of 2023.

2/ Taxes refer to non-hydrocarbon taxes.

3/ Includes the dividend from Oman Liquefied Natural Gas Company (OLNG).

4/ Excludes 'net lending and equity'.

5/ Includes 'net lending and equity".
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Table 3. Oman: Monetary Survey, 2022-30
(Millions of rial Omani, unless otherwise indicated, end of period)

Proj.
2022 2023 2024 2025 2026 2027 : 2028 2029 2030
Foreign Assets (Net) 4,615 6,245 7,184 7,576 7,041 6,916 7,356 7,832 8,449
Central Bank 6,055 6,049 6,350 6,704 6,127 5954 6,341 6,758 7311
Commercial banks -1,440 196 834 871 914 963 1,016 1,073 1,138
Domestic Assets (Net) 15720 16,755 17,685 17,383 19676 21418 22,622 23990 25,023
Claims on government (net) -3,624 -3,898 -4,396 -4,145 -3,081 -2,671 -3,234  -3,924  -4,950
Central Bank -1536  -1095 -1746  -1944  -2118  -2292  -2470  -2650  -2834
Claims 0 0 0 0 0 0 0 0 0
Deposits 1/ 1,536 1,095 1,746 1,944 2,118 2,292 2,470 2,650 2,834
Commercial banks -2,088 -2,803 -2,651 -2,202 -963 -379 <764 -1273  -2,116
Claims 4,278 3778 4,344 4,575 5426 5,866 6,227 6,699 6,699
Loans 845 516 670 670 670 670 670 670 670
Bills and bonds 3,434 3,261 3,673 3,905 4,755 5,196 5,557 6,029 6,029
Deposits 6,366 6,581 6,994 6,777 6,389 6,245 6,991 7972 8,815
Claims on Public Enterprises 3,910 4318 4,711 5116 5,383 5,686 6,019 6,383 6,791
Claims on Private Sector 24,656 25819 27,496 29,179 30844 32,670 34598 36,696 38936
Credit to the private sector 24423 25567 27,065 28721 30360 32,157 34,055 36,120 38,325
Other Items (Net) -9,221  -9484 -10,126 -12,767 -13470 -14268 -14,760 -15166 -15754
Central Bank -3276  -3,745 -3580 -3,736 -2985 -2,637 -2,847 -3,083 -3453
Commercial banks -5946  -5739 -6546  -9031 -10485 -11631 -11914 -12082 -12301
Broad Money 20335 23001 24869 24959 26718 28334 29979 31822 33472
Money 5,606 5,981 7,095 7,121 7,623 8,084 8,553 9,079 9,550
Currency outside banks 1,243 1,210 1,025 1,025 1,025 1,025 1,025 1,025 1,025
Demand deposits 4,363 4771 6,071 6,096 6,598 7,059 7,529 8,054 8,525
Quasi-money 2/ 14,729 17,019 17,773 17,838 19,095 20250 21425 22,743 23922
Of which: Foreign currency deposits 1,843 3,267 3,338 3,350 3,586 3,803 4,024 4,272 4,493
Memorandum Items:
Broad money multiplier (ratio) 6.5 6.9 8.6 8.5 89 9.1 9.2 9.3 9.4
(Annual percentage change, unless otherwise indicated)
Broad Money 0.6 131 8.1 04 7.0 6.0 5.8 6.1 5.2
Net Foreign Assets -0.8 353 15.0 55 -7.1 -1.8 6.4 6.5 79
Domestic Assets 1.0 6.6 55 -1.7 13.2 8.9 5.6 6.0 43
Of which: Credits to the private sector 42 47 59 6.1 5.7 59 5.9 6.1 6.1
Claims on Private Sector / GDP 584 63.2 66.7 712 746 75.6 76.1 76.7 773
Claims on Private Sector / Nonhydrocarbon GDP 99.2 101.1 104.1 105.8 106.7 107.4 108.0 1084 108.6

Sources: Country authorities, Central Bank of Oman, and IMF staff estimates and projections.
1/ Includes mainly Ministry of Finance Deposits.
2/ Includes foreign currency deposits and deposits relating to letters of credit.
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Table 4. Oman: Balance of Payments Summary, 2022-30 1/
(Millions of $USD)

Proj.
2022 2023 2024 2025 2026 2027 2028 2029 2030
Trade Balance 30,975 24377 25662 19,819 18303 20,253 22,213 23,555 24,884
Exports 65,722 59,547 65,152 59,742 58,055 60,263 62917 65239 68,013
Hydrocarbons, of which: 45,620 40,362 44,510 38,591 36,023 36,381 37,615 38441 39,821
Crude oll 30,315 25576 25769 19,371 17,822 18,557 19,760 20,773 21,486
LNG 7,951 6,702 6,575 5,575 5,012 5,015 5,097 5,245 5,369
Other exports 16,674 15319 16,200 16,430 17,031 18634 19,781 21,052 22,210
Re-exports 3,428 3,867 4,442 4720 5,001 5,248 5,520 5,746 5,982
Imports, f.0.b. 34,746 35170 39490 39923 39,752 40,009 40,704 41,684 43,129
Services (Net) -8515  -6624  -7,134 -7,191 -7,159 -7,004  -6529 -6514  -6,683
Income (Net) -9334 5839 -5766 -4,476 -4728  -4,676  -4,635 -4,737  -4,459
Credit 993 1,131 1,092 3,355 2,946 2,948 2,985 2,973 3,347
Debit 10,328 6,970 6,858 7,831 7,674 7,624 7,620 7,709 7,806
Current Transfers, including Official Grants (Net) -9,116 -9,482 -9,293  -9,320 -9,769 -10,274 -10,826 -11,436 -12,116
Current Account Balance 4,010 2,432 3,469 -1,168 -3,353 -1,700 224 869 1,625
Capital Account 10 -5 26 63 49 48 47 46 45
Financial Account 3,280 1,402 4,681 -1,105 -3,304  -1,652 271 915 1,670
Foreign direct investment, Net -7176  -12,723 -9,439 -7,89%4 -8,253 -8,674 -9,000 -9,034 -9,094
Portfolio investment, Net 1,464 7,248 4,489 1,720 1,003 1,031 2,496 1,668 1,938
Other investment, Net 10,094 6,965 9,118 4,147 5,447 6,442 5,768 7,195 7,387
Change in Official Reserves 1/ -1,103 -91 510 921 -1,500 -452 1,007 1,086 1,438
Errors and Omissions -741 -1,025 1,186 0 0 0 0 0 0
Memorandum Items:
Current account balance (in percent of GDP) 37 2.3 32 -1.1 -3.1 -1.5 0.2 0.7 1.2
Central Bank gross reserves (in million of USD) 17,621 17,499 18,383 19,304 17,804 17,352 18,359 19,445 20,883
In months of next year's imports of goods and services 4.4 4.0 42 4.4 4.0 3.8 39 4.0 4.1
Total external debt (in million of USD) 69,950 65754 62,189 62,004 61359 60,739 59223 58571 57,302
Percent of GDP 63.7 61.9 58.0 58.2 57.1 54.0 50.1 47.0 43.8

Sources: Central Bank of Oman, Ministry of Finance, and IMF staff estimates and projections.
1/ Historical flows include CBO and SGRF reserve accumulation.
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Table 5. Oman: Financial Soundness Indicators of the Banking Sector, 2018-2025

(Percent)
2018 2019 2020 2021 2022 2023 2024  Sep-2025

Capital Adequacy

BIS Capital 1/ 17.9 18.5 18.8 19.4 19.7 18.9 18.2 18.0

Core capital 2/ 16.6 17.4 17.7 18.5 18.9 18.1 17.6 17.5

Bank Capital to Assets 15.8 159 15.8 15.6 16.0 14.8 145 144
Loan Quality

NPLs 2.7 35 4.2 4.2 4.4 4.5 4.5 4.5

Net NPLs 3/ 1.0 14 1.6 13 14 14 14 14

Restructured/ rescheduled loans to total loans 23 3.8 43 5.8 12.1 1.1 10.6 10.1

Provisions to NPLs 118.1 97.5 98.0 107.3 1141 117.4 121.9 121.9

Loan loss provisions to NPLs 65.8 61.0 63.4 68.8 68.7 69.7 70.2 70.5

Related party loans to total capital 10.9 7.8 74 8.0 94 9.2 12.5 121
Profitability

Return on Assets 4/ 1.6 14 0.9 1.1 12 13 15 15

Return on Equity 5/ 10.6 9.4 5.7 6.8 7.9 8.6 10.5 10.1
Liquidity

Lending Ratio 77.7 79.8 79.7 77.5 80.7 79.2 78.9 78.9

Customer Deposits to Total Assets 54.6 45.8 50.0 47.8 47.8 51.3 53.1 53.9

Net Stable Funding Ratio 114.6 116.3 116.7 118.6 115.1 1203 118.2 1133

Liquidity Coverage Ratio 253.6 220.1 196.3 2121 190.2 2218 190.6 153.0
Market Risk

Foreign Currency Assets to Foreign Currency Liabilities 112.9 116.9 120.3 1239 118.9 109.4 112.6 115.5

Foreign Currency Loans to Foreign Currency Deposits 119.6 147.6 160.5 184.6 161.6 819 96.0 110.2

Net Forex Open Position to Capital 12.2 9.4 15.3 13.9 10.8 8.4 17.0

Sources: Central Bank of Oman (CBO)

1/ BIS Capital Ratio = (Tier 1 + Tier 2 capital)/ Total risk weighted assets.

2/ Core Capital Ratio = Tier 1 capital/ Total risk weighted assets.
3/ Net NPLs = Ratio of Gross NPLs net of Reserve Interest & specific provision to gross advances net of reserve interest & specific

provisions.

4/ Return on Assets = Net profit before taxes/ Total assets.
5/ Return on Equity = Net profit before taxes/ Total equity.

... per CBO, banks require more time for reporting after a new template was introduced.
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Annex l. Implementation of 2024 Article IV Recommendations

Recommendation

Status

Fiscal

Advance nonhydrocarbon revenue
mobilization and continue
rationalizing spending.

A personal income tax law was passed in June 2025, with implementation
expected in 2028. The implementation of the minimum global tax of 15
percent is expected to take effect from January 1, 2025, following the Royal
Decree introducing a Domestic Minimum Top-Up Tax and an Income
Inclusion Rule in line with OECD Pillar 2 rules. The executive regulations for
the implementation are yet to be issued. The Tax Administration
Modernization Program continues to advance, including the launch of the e-
invoicing project in May 2025, with implementation expected in late 2026.

Efforts to reduce energy subsidies continue, underpinned by reforms to
lower electricity costs and increase renewables energy, which now account
for 12 percent by mid-2025—up from 5 percent in 2024.

Strengthen fiscal institutions.

Fiscal risks have been identified and incorporated in the 2025 Budget
document. Work is underway on the new Medium-Term Fiscal Plan for 2026-
2030, alongside effort to develop a fiscal rule and align fiscal reporting with
GFSM 2014,

Develop a full-fledged sovereign
assets and liability management
(SALM) framework.

Efforts are spearheaded by the Debt Management Committee to establish a
SALM framework in line with the recommendations of a recent Fund TA. A
national asset registry has been established.

Publishing a Medium-Term Debt
Management Strategy (MTDS).

The MTDS is yet to be published.

Monetary

Strengthen the monetary policy
framework and reduce excess
liquidity.

Supported by Fund TA in late 2024, CBO's Monetary Policy Enhancement
Project is advancing, including work to adopt an interest rate corridor and
launch open market operations. The liquidity forecasting model is expected
to be operationalized during 2026. Work on the ELA framework is almost
complete.

Financial

Strengthen regulatory and
supervisory frameworks.

A new Banking Law was passed in January 2025, bringing the supervisory
framework more in line with international standards and providing more
flexibility to the CBO to set prudential requirements. Regulatory
requirements on promoting sustainable and green financial practices have
been published and will come into effect in 2026.

Lift the interest rate cap on
personal loans.

The cap remains in place.

Develop the financial sector.

The new Banking Law supports fintech development by setting the
regulatory framework for digital banks, including licensing categories and
capital requirements.

Structural

Improve the quality of institutions.

Ongoing SOE governance reforms are strengthening governance and
transparency in public asset management.

Increase trade integration

Progress continues on regional connectivity and trade. The UAE-Oman
cross-border railway (Hafeet Rail) advanced with contracts awarded in early
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Recommendation

Status

2025 and construction underway. Negotiations on the India-Oman FTA have
concluded and are now pending formal signing.

Address labor market bottlenecks.

Introduced a new framework for part-time employment (January 2025).

Enhance the business environment.

The Court of Investment and Commerce was established in March 2025 to
resolve business-related disputes. OIA continued its planned divestments
throughout 2025, while OIA’s Future Fund Oman began operations,
supporting venture capital, SMEs, and startups.

Develop SMEs for job creation and
growth

The Small and Medium Enterprises Development Authority developed
several initiatives in 2025, including allocating at least 10 percent of
government tenders to SMEs, reducing registration fees at the Tender Board
by 50 percent, and paying SME invoicing within 15-28 days for government
projects.

Stepping up digitalization

In May 2025, a general Al policy was published by Ministry of Transport,
Communications, and Information Technology mandating, among others:
responsible use of Al, human oversight in sensitive areas, bias mitigation.
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Annex ll. External Sector Assessment

Overall Assessment: Oman’s external position improved further in 2024, supported by favorable hydrocarbon
revenues, continued external debt repayments, mainly by the public sector, accumulation of foreign assets, and
strong performance in nonhydrocarbon exports and FDI inflows. The current account is assessed to be in line
with the level implied by fundamentals and desired policies. Lower hydrocarbon export revenues (mainly due
to weakened outlook on oil prices) and investment-driven imports are expected to shift the current account
into a deficit in 2025-2026. A return to surplus is expected thereafter.

Potential Policy Responses: Sustaining fiscal adjustment, together with implementation of the structural
reform agenda under Oman Vision 2040 to diversify the economy and create a dynamic export sector
beyond oil and gas, will help improve the current account position and attract FDI to nonhydrocarbon
sectors, supporting the accumulation of FX reserves.

Foreign Assets and Liabilities: Position and Trajectory

Background. Oman’s Net International International Investment Position
Investment Position (NIIP) continued to (US$ million annual flows and percent of GDP for net IIP stock)
. . . 20000 , , 50
|mprove N 2024, reaChlng -183 percent Of @ Direct Investment (net) [@ Portfolio Investment (ne;
GDP from -26.2 percent of GDP in 2023. 15000 @Otherimvestment ety WReserves o
30
Large FDI inflows to the hydrocarbon sector 10000 2
were more than offset by sizable portfolio 5000 10
and other investments and CBO reserve 0 ez 0
assets. The significant increase in net 5000 I I 10
portfolio and other investments were driven -20
B B -10000 Net IIP (RHS)
by both an accumulation of foreign assets -30
by resident entities (banks and non-banks) 13000 -40
and a large decline in debt liabilities (from ~20000 -50
41 t of GDP in 2023 to 34 t of 2020 2021 2022 2023 2024
percent o in ° percent o Sources: CBO and IMF staff estimates.

GDP in 2024), particularly reflecting
continued deleveraging in the public sector. External assets grew by 8.0 percent at end-2024, reaching
$114.4 billion from $106 billion at end-2023, outpacing external liabilities which remained broadly
unchanged at 134 billion.

Assessment. The recent positive trend in net IIP is expected to persist over the medium term despite lower
oil prices in the near term. Expected improvements in net IIP reflect scheduled sovereign debt amortization,
still favorable hydrocarbon revenues, and expanding nonhydrocarbon goods and services exports, which are
also expected to support the buildup of foreign assets. However, the improvement in the portfolio and
other investments positions is expected to be partially offset by increases in FDI liabilities, reflecting ongoing
efforts to improve the business environment, expansion of regional investment, and ramp up of bilateral
free trade agreements.

CBO Res. Assets:
2024 (% GDP) NIIP: -18.3 Gross Assets 114.4 $1:S4 bise > Gross Liab.: 134 Debt Liab.: 34
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Current Account

Background. The current account posted a surplus of 3.2 percent of GDP in 2024 (2.3 percent in 2023),
supported by strong performance in both hydrocarbon—particularly refined oil—and nonhydrocarbon
exports. The CA balance is expected to shift into deficit in 2025-2027, particularly weighed down by lower oil
prices. A return to surplus is expected to take place starting from 2028, bolstered by a recovery in il
production toward capacity and stronger nonhydrocarbon exports’ growth, but somewhat dragged by the
expected rise in investment-related imports. However, the CA baseline projections are subject to high
uncertainty due to elevated global uncertainty, including deepening geoeconomic fragmentation and
escalating trade tensions, commodity price volatility, and potential delays in structural reforms.

Assessment. The EBA-lite CA model estimates no CA gap in 2024 (0 percent of GDP)—an improvement
from the -0.7 percent of GDP gap assessed in 2023—, suggesting that the external position for the country
in 2024 continues to be in line with the level implied by fundamentals and desired policy. The fiscal surplus
in 2024 was the main driver of the nil CA gap, highlighting the continued impact of fiscal restraint on the
country’s external position. Using the estimated -0.4 elasticity for Oman, the results from the CA model
suggest that Oman's real effective exchange rate (REER) is in equilibrium.

Annex Il. Table 1. Oman: EBA-lite Model Results, 2024
CA model 1/ REER model 1/
(in percent of GDP)
CA-Actual 3.2
Cyclical contributions (from model) (-) 0.5
Additional temporary/statistical factors (-) 2/ 0.0
Natural disasters and conflicts (-) 0.0
Adjusted CA 2.8
CA Norm (from model) 3/ 2.8
Adjustments to the norm (+) 0.0
Adjusted CA Norm 2.8
CA Gap 0.0 24
o/w Relative policy gap 3.7
Elasticity -04
REER Gap (in percent) 0.1 -6.9
1/ Based on the EBA-lite 3.0 methodology
2/ No additional adjustments are justified to be made.
3/ Cyclically adjusted, including multilateral consistency adjustments.
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Real Exchange Rate

Background. The Omani rial has been External Competitiveness

pegged to the US dollar at a rate of 0.3845 | (Index, 100=2010)

since 1986. The Nominal Effective 1300 et
Exchangg Rate (NEER) app.reC|ated 1.6 125.0 ---SZaT;r:‘?ecEtivzcg;lfhzcg::ZfeRate
percent in 2024, mainly driven by the 120.0

appreciation of the US dollar. Despite this,

the Real Effective Exchange Rate (REER) 1150

depreciated by 1 percent in 2024, 1100

accumulating a total depreciation of 3.7 105.0

percent since 2015, boosting Oman's 1000

external competitiveness. The REER

depreciation is due to inflation being lower 90

in Oman than in key trading partners, on 90.0

the back of continued universal subsidies 2015 2016 2017 2018 2019 2020 2021 2022 2023
on energy products and basic food items. Source: IMF International Financial Statistics.

Assessment. The CA gap, as estimated by the EBA-lite REER model, indicates a 6.9 percent undervaluation.
However, this estimate is at odds with the findings from the CA model and depends heavily on the choice of
parameter values.

Capital and Financial Accounts: Flows and Policy Measures

Background. The financial account registered positive net acquisition of foreign assets in 2024, despite
continued high FDI inflows —mainly in the hydrocarbon sector — at around 9 percent of GDP. The positive
net acquisition of assets primarily stemmed from a continued decline in liability acquisitions across both
portfolio and other investments, owing to debt and loan repayments by the public sector, and accumulation
of foreign assets by residents.

Assessment. A continued policy of public sector deleveraging, particularly through external debt
repayments is expected to enhance Oman's external financial position and further reduce vulnerabilities.
This policy is set to alleviate interest payments and further improve the primary account balance. Further
structural reforms could boost FDI inflows into sectors beyond hydrocarbons. It is anticipated that the net
acquisition of foreign assets will moderate in the near term, reflecting lower oil revenues amid softening
global oil prices.

INTERNATIONAL MONETARY FUND 41




OMAN

FX Intervention and Reserves Level

Reserves Adequacy
(Months of prospective imports, percent)
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potential shocks.

Background. Despite continued debt repayments and the accumulation of foreign assets by residents,
international reserves increased to $18.4 billion at end-2024—from $17.5 billion at end-2023, boosted by
large FDI inflows and the current account surplus. At this level, reserves covered 4.2 months of imports (4
months in 2023) and represented 28 percent of broad money (about the same as in 2023). This led to
reserves increasing to 68 percent of the Fund's ARA metric, compared to 66 percent at end-2023.
Assessment. CBO reserves remain below the recommended adequacy range of 100-150 percent of the
IMF's ARA metric. However, adding liquid external assets held by Oman Investment Authority (OIA), overall
liquid external buffers in 2024 remained at the lower end of the adequate range (106 percent of the ARA
metric). Current trends in commodity prices, the growth of nonhydrocarbon exports, and anticipated fiscal
reforms suggest that CBO's foreign reserves are projected to improve over the medium term, reaching 73
percent of the ARA metric and covering about 4 months of prospective imports by 2030. Nonetheless, amid
heightened global economic uncertainty, these projections are subject to great uncertainty, and maintaining
additional reserves in alignment with ARA metric thresholds would shield economic stability against any
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Annex lll. Sovereign Risk and Debt Sustainability Analysis

Annex Ill. Table 1. Oman: Risk of Sovereign Stress

. Mechanical )
Horizon . Final assessment Comments
signal
Overall Low The overall risk of sovereign stress remains low, supported by limited
wulnerabilities across the near, medium, and long term, and reinforced by
substantial liquid financial buffers maintained by the central government.
Near term 1/ Low Low Staff continue to assess near-term sovereign risk as low, consistent with
mechanical risk indicators. Ongoing fiscal discipline, low central government
debt and gross financing needs, continued market access at favorable
sovereign spreads, and the recent credit upgrade mitigate immediate
sovereign stress risks.
Medium term Moderate Low Medium-term risks are assessed as low as ample liquid financial buffers held
by the central government mitigate liquidity and solvency risks. This rating is
Fanchart oderate further supported by Oman's political and institutional stability, committed
GFN Low fiscal discipline and reforms, the depth of the investor pool, and low debt and
Stress test Comm. Prices gross financing needs levels.
Cont. Liabty.
Long term Low Long-term risks are assessed as low. The principal long-term debt risk stems

from potential declines in hydrocarbon revenues due to resource depletion
or an accelerated energy transition. Sustained implementation of reforms
under Oman Vision 2040—aimed at reinforcing fiscal sustainability, building
financial buffers, and diversifying the economy away from
hydrocarbons—should mitigate these fiscal risks.

Not required Not required for

Sustainability : .
for surveillance surveillance

assessment 2/ . K
countries countries

Debt stabilization in the baseline Yes

DSA Summary Assessment

Commentary: Oman’s overall risk of sovereign stress is assessed as low. Public (general government) debt is projected to decline from an
estimated 36 percent of GDP in 2025 to less than 30 percent by 2030. Substantial liquid financial buffers available to the central
government, mitigate both liquidity and solvency risks. In addition to the Central Bank of Oman'’s international reserves, the budgetary
government holds liquid, unencumbered financial assets totaling 32 percent of GDP. These include 22 percent of GDP in deposits within
the domestic banking system and approximately 10 percent of GDP in liquid assets held by the Oman Investment Authority (OIA). These
buffers cover around 89 percent of government debt and 131 percent of its foreign-currency debt. Despite the depth of these buffers, the
debt trajectory remains sensitive to oil market volatility. Nonetheless, medium-term liquidity risks—assessed using the GFN Financeability
Module—remain low.

Source: Fund staff.

Note: The risk of sovereign stress is a broader concept than debt sustainability. Unsustainable debt can only be resolved through
exceptional measures (such as debt restructuring). In contrast, a sovereign can face stress without its debt necessarily being
unsustainable, and there can be various measures—that do not involve a debt restructuring—to remedy such a situation, such as fiscal
adjustment and new financing.

1/ The near-term assessment is not applicable in cases where there is a disbursing IMF arrangement. In surveillance-only cases or in
cases with precautionary IMF arrangements, the near-term assessment is performed but not published.

2/ A debt sustainability assessment is optional for surveillance-only cases and mandatory in cases where there is a Fund arrangement.
The mechanical signal of the debt sustainability assessment is deleted before publication. In surveillance-only cases or cases with IMF
arrangements with normal access, the qualifier indicating probability of sustainable debt ("with high probability" or "but not with high
probability") is deleted before publication.
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Annex lll. Table 2. Oman: Debt Coverage and Disclosures

Comments
1. Debt coverage in the DSA: 1/ @6 NFPS | cps Other
1a. If central government, are non-central government entities insignificant? n.a.

2. Subsectors included in the chosen coverage in (1) above:

Local governments

Public nonfinancial corporations

Subsectors captured in the baseline Inclusion
s 1 |Budgetary central government
b 2 |Extra budgetary funds (EBFs) Not applicable
]
§ % 3 |Social security funds (SSFs)
n| Z[L 4 |State governments
a o
e 5
6
7

Central bank

8 |Other public financial corporations No

3. Instrument coverage: Currency Debt Oth acct.

IPSGSs 3
& deposits - securities payable 2/ s3/

4. Accounting principles: Basis of recording Valuation of debt stock
Non-cash | Nominal [FEe=NEINEH  Market
. Cash basis
basis 4/ value 5/ 6/ value 7/

5. Debt consolidation across sectors: Consolidated Non-consolidated

Color code: [ chosen coverage [ Missing from recommended coverage Not applicable

Reporting on Intra-Government Debt Holdings

Holder Budget. Extra- Social
central budget. security ~ State govt. Local govt.
govt funds funds

Nonfin. Central  Oth. pub.

Total
pub. corp. bank fin corp ota

Issuer

Budget. central govt
Extra-budget. funds
Social security funds
State govt.

g
v
8
%]

e 5
el
(U]

wv
o
9

Local govt.

Nonfin pub. corp.
Central bank

0 N o A W N =

Oth. pub. fin. corp

O|O0O O © ©O O O O o

Total 0 0 0 0 0 0 0 0

1/ CG=Central government; GG=General government; NFPS=Nonfinancial public sector; PS=Public sector.

2/ Stock of arrears could be used as a proxy in the absence of accrual data on other accounts payable.

3/ Insurance, Pension, and Standardized Guarantee Schemes, typically including government employee pension liabilities.

4/ Includes accrual recording, commitment basis, due for payment, etc.

5/ Nominal value at any moment in time is the amount the debtor owes to the creditor. It reflects the value of the instrument at creation and subsequent
economic flows (such as transactions, exchange rate, and other valuation changes other than market price changes, and other volume changes).

6/ The face value of a debt instrument is the undiscounted amount of principal to be paid at (or before) maturity.

7/ Market value of debt instruments is the value as if they were acquired in market transactions on the balance sheet reporting date (reference date). Only
traded debt securities have observed market values.

Commentary: Oman’s state and local governments are consolidated within the budgetary central government (BCG) and are not authorized to issue debt. There are no
extra-budgetary funds, and social security funds—managed by the Social Protection Fund—are in surplus and excluded from the BCG. Potential contingent liabilities
from the social security system are mitigated by recent pension reform, which has strengthened the Fund’s financial position. Staff continues to support efforts to expand
fiscal data coverage to the broader public sector, including through a recent Technical Assistance mission.
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Annex lll. Figure 1. Oman: Public Debt Structure Indicators
(Debt by currency, percent of GDP)
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Commentary: Oman continues to maintain market access, with gradual progress in developing the local currency debt market.
The share of domestic currency debt is projected to rise as market infrastructure deepens. Short-term debt (on a residual
maturity basis) declined markedly in 2022, reflecting the government’s repayment of maturing domestic instruments—including
treasury bills—and external obligations, supported by liability management operations. The average time to maturity is expected to
lengthen in line with the authorities’ debt management strategy.
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Annex lll. Table 3. Oman: Baseline Scenario
(Percent of GDP unless indicated otherwise)

Actual Medium-term projection Extended projection
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034
Public debt 354 358 359 347 333 320 298 299 288 282 282
Change in public debt -1.9 0.4 00 -12 -14 14 22 02 -12 -0.5 -0.1
Contribution of identified flows -39 -1.0 -1.2 -1.4 -1.6 -1.4 -2.2 0.1 -1.2 -0.6 -0.1
Primary deficit -3.6 -0.9 0.0 -0.8 -2.3 -2.8 -3.2 -3.8 -3.8 -2.5 -2.4
Noninterest revenues 29.9 27.5 26.0 25.9 26.2 26.0 257 25.1 24.5 22.5 21.8
Noninterest expenditures 26.3 266 260 251 240 232 224 213 207 200 194
Automatic debt dynamics 1.6 0.6 02 -01 -04  -02 -0.2 0.0 00 -01 -0.1
Real interest rate and relative inflatiol 14 1.6 1.5 1.1 0.9 1.0 0.8 0.8 0.8 0.7 0.7
Real interest rate 2.2 3.0 2.7 1.4 1.1 1.0 0.8 0.9 0.9 0.8 0.8
Relative inflation -0.8 -1.4 -1.2 -0.2 -0.2 0.0 0.0 -0.1 -0.1 -0.1 -0.1
Real growth rate -0.6 -0.9 -1.3 -1.3 -1.3 -1.2 -1.1 -0.8 -0.8 -0.8 -0.8
Real exchange rate 0.8
Other identified flows -2.0 -0.7 -1.3 -0.5 1.1 1.6 1.2 3.9 2.6 1.9 2.4
Contingent liabilities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Interest Revenues -2.0 -2.0 -1.9 -1.9 -1.3 -1.3 -1.2 -1.1 -1.1 -1.0 -1.0
Other transactions 0.0 1.2 0.6 14 2.4 2.8 2.4 5.1 37 3.0 34
Contribution of residual 2.0 14 1.2 0.2 0.2 0.0 0.0 0.1 0.1 0.1 0.1
Gross financing needs 1.6 -1.3 39 2.8 0.6 0.5 -0.2 -0.9  -1.1 -0.5 -0.6
of which: debt service 71 1.6 5.8 5.4 4.2 4.5 4.2 4.1 3.8 3.0 2.8
Local currency 2.9 2.4 2.1 1.3 1.0 1.2 1.5 0.7 1.1 0.7 1.3
Foreign currency 42 -0.8 3.8 4.2 32 33 2.7 34 2.7 2.3 15
Memo:
Real GDP growth (percent) 1.6 2.8 3.8 38 3.9 3.6 34 2.8 2.9 2.9 2.9
Inflation (GDP deflator; percent) -0.7 -3.2 -2.8 0.8 1.2 1.6 1.7 14 14 14 1.5
Nominal GDP growth (percent) 0.9 -0.6 0.9 4.6 5.2 53 5.2 43 43 44 4.4
Effective interest rate (percent) 53 5.2 4.8 49 4.6 4.8 4.5 4.6 4.4 43 4.4
Contribution to Change in Public Debt
(Percent of GDP) 40 B Primary deficit
40 30
30 —D O] @ CtIO m— 11 Real Interest rate
20 and relative
inflation
20 10 . P B Real GDP growth
10 0
W Exch. rate
0 -10 depreciation
-20 s Other flows
-10
-30
-20 Residual
-40
-30 Cumulative in h i bubli
. : == ange in public
2015 2017 2019 2021 2023 2025 2027 2029 2031 2033 the projection debt geme

period

Commentary: General government debt is projected to decline over the medium term before stabilizing in the long run, supported by sustained
primary surpluses, stable macroeconomic conditions, and a policy of steady, gradual debt repayment. “Other transactions” primarily capture
below-the-line operations, reflecting the accumulation of government assets.
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Annex lll. Figure 2. Oman: Realism of Baseline Assumptions
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Commentary: Realism tests do not point to concerns. Past forecast errors do not reveal any systematic bias and the projected fiscal
adjustment and debt reduction are well within norms. The forecast of general government debt to GDP ratio in the past few years
appeared optimistic, reflecting the impact of the pandemic shock on the debt trajectory. Among debt creating flows, the residual is
set to contribute positively to the debt-to-GDP ratio over the next 5 years, as the government partly uses the projected fiscal
surpluses to build up financial buffers.

Source : IMF Staff.

1/ Projections made in the October and April WEO vintage.

2/ Calculated as the percentile rank of the country's output gap revisions (defined as the difference between real time/period ahead
estimates

3/ The Laubach (2009) rule is a linear rule assuming bond spreads increase by about 4 bps in response to a 1 ppt increase in the
projected debt-to-GDP ratio.

OMAN
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Annex lll. Figure 3. Oman: Medium-Term Risk Assessment

Value Contrib 1/ Percentile in peer group 2/
_Final Fanchart (Percent of GDP) Debt fanchart module
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25-50 pct (percent of GDP) |
100 [ 50-75 pct . L I L L |
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L 1 | | |
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institutions index |
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‘., | 1 | I |
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0 T
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—&— Medium-term index ) . ) )
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Commentary: Medium-term risks are assessed as low despite a mechanical moderate signal, supported by Oman’s sizable liquid and unencumbered
financial assets that mitigate liquidity and solvency risks. The rating also reflects the country’s political and institutional stability, strong fiscal discipline
and reform commitment, a broad investor base, and low debt and gross financing needs. The relatively wide fan chart reflects historical oil price
volatility, underscoring uncertainty around the debt-to-GDP baseline. As Oman’s hydrocarbon exports dominate its earnings, a commodity price
stress test is automatically triggered, calibrated as a 30-percent oil price decline in the second projection year relative to baseline. The contingent
liability stress assumes a one-time call on guaranteed debt equal to 10 percent of banking sector assets in the same year. Both shocks lead to a
moderate increase in gross financing needs and debt-to-GDP ratios compared to baseline projections.

Source: IMF staff estimates and projections.

1/ See Annex IV of IMF, 2022, Staff Guidance Note on the Sovereign Risk and Debt Sustainability Framework for details on index calculation.
2/ The comparison group is emerging markets, commodity exporter, surveillance.

3/ The signal is low risk if the DFI is below 1.13; high risk if the DFI is above 2.08; and otherwise, it is moderate risk.

4/ The signal is low risk if the GFl is below 7.6; high risk if the DFI is above 17.9; and otherwise, it is moderate risk.

5/ The signal is low risk if the GFl is below 0.26; high risk if the DFI is above 0.40; and otherwise, it is moderate risk.
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Annex lll. Figure 4. Oman: Long-Term Risk Assessment: Large Amortization Incl. Custom
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Commentary: Long-term risk related to large amortization scenarios is assessed as low. The custom scenario assumes the
authorities maintain international market access while advancing the development of the domestic bond market through
continued debt issuance. By contrast, the historical average scenario reflects elevated debt risks driven by historically high
gross financing needs amid adverse macro-fiscal conditions following the 2014-15 oil price shock and the COVID-19

pandemic.
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Annex Ill. Figure 5. Oman: Natural Resources
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Commentary: A key long-term debt risk for Oman stems from potential declines in hydrocarbon revenues due to resource
depletion or an accelerated energy transition. Sustained reforms under Oman Vision 2040—aimed at reinforcing fiscal
sustainability, building financial buffers, and diversifying the economy away from hydrocarbons—are critical to mitigating
these risks. Notably, several committed investments in green hydrogen have begun to materialize, supporting the
diversification agenda and enhancing fiscal resilience.
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Annex IV. Risk Assessment Matrix’

Nature/
Source of Main Risks

Likelihood

Expected Impact on the
Economy if Risk is Realized

Policy Response

Global Risks (Conjunctural)

Geopolitical Tensions.
Intensification of conflicts,
coupled with the weakening of
multilateralism, may trigger
commodity price volatility,
increase migration pressures,
reignite inflation, and weigh on
growth by undermining
confidence, investment, tourism,
trade, and supply chains.

Medium

Global geopolitical tensions and
regional conflicts have not
materially impacted Oman's
economy. However, further
escalation and spread of regional
conflicts could disrupt trade and
reduce FDI and tourism in Oman,
which would weigh down on
economic growth and external and
fiscal balances. On the other hand,
a significant regional geopolitical
shock could push oil prices higher,
resulting in increased oil revenues
and a strengthening of external
and fiscal buffers.

In a scenario where the adverse effects of
an intensification of geopolitical events
outweigh positive spillovers from higher
oil prices, the authorities could utilize
existing fiscal space to cushion the impact
on the economy. They would also need to
recalibrate macroprudential policies and
reinforce prudential oversight to safeguard
financial stability.

Escalating Trade Measures and
Prolonged Uncertainty. Rising
trade barriers and prolonged
policy uncertainty could reduce
trade, investment, and growth.
Inflationary pressures may re-
emerge, especially in countries
imposing tariffs. These effects can
be amplified by strategic
complementarities or bottlenecks
in global value chains or
inventory overhang.

Medium

A global economic slowdown is
likely to weigh on Oman'’s
economy by depressing
hydrocarbon revenues due to
lower oil prices and dampening
nonhydrocarbon activities,
including tourism and logistics.
This would put a drag on FDI
inflows, growth, and fiscal and
external positions.

Use available fiscal space to mitigate the
impact of the shock on the economy,
while strengthening prudential oversight
and adjusting macroprudential policies as
needed to safeguard financial stability.
Accelerate regional trade integration,
including by strengthening trade with GCC
and other neighboring countries.

Commodity Price Volatility.
Shifts in supply and demand—
driven by geopolitical tensions
and conflicts, OPEC+ actions, or
the green transition—may fuel
commodity price swings,
intensifying external and fiscal
pressures, social unrest, and
macroeconomic instability.

Medium

A decline in international oil and
gas prices would reduce Oman'’s
export and fiscal revenues and
weaken growth. A prolonged
period of low oil and gas prices
could deplete the fiscal and
external buffers that have recently
been rebuilt and result in another
cycle of indebtedness. SOEs’
financial positions would also
weaken, while the reform

Expedite the pace of fiscal reforms to
mobilize nonhydrocarbon revenues and
rationalize expenditures, particularly
accelerating energy subsidy reforms.
Continue building fiscal buffers
underpinned by a credible medium-term
fiscal framework. Accelerate structural
reforms to diversify the economy and
enhance its resilience to oil price
fluctuations.

" The Risk Assessment Matrix (RAM) shows events that could materially alter the baseline path. The relative likelihood is the staff's
subjective assessment of the risks surrounding the baseline ("low” is meant to indicate a probability below 10 percent, “medium” a
probability between 10 and 30 percent, and "high” a probability between 30 and 50 percent). The RAM reflects staff views on the
source of risks and overall level of concern as of the time of discussions with the authorities. Non-mutually exclusive risks may
interact and materialize jointly. The conjunctural shocks and scenarios highlight risks that may materialize over a shorter horizon
(between 12 to 18 months) given the current baseline. Structural risks are those that are likely to remain salient over a longer

horizon.
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Nature/
Source of Main Risks

Likelihood

Expected Impact on the
Economy if Risk is Realized

Policy Response

momentum could slow down.
Declining fiscal revenues may
decrease government deposits in
the banking sector, adversely
affecting credit supply and growth.
An increase in oil prices would
have the opposite effect.

Cyberthreats. Cyberattacks on
physical or digital infrastructure,
technical failures, or misuse of Al
technologies could trigger
financial and economic instability.

Global Risks (Structural)

Medium/Low

Large scale cyberattacks on banks,
payment systems of CBO could
interrupt financial transactions,
cause data breaches affecting
liquidity, capital flows and payment
system outages thus leading to
loss of confidence in the financial
system. Attacks on critical energy
infrastructure (refineries, pipelines,
ports) halting production are less
likely since Oman maintains a
balanced geopolitical stance in the
region.

Mandate regular cyber stress testing and
robust risk management frameworks for
banks and financial institutions. Enhance
supervisory oversight of the financial
system and require more vigilance in
incident reporting.

Domestic Risks

Weaker reform momentum. Medium Medium
While the authorities have so far -
shown strong commitment to Weaker reform momentum could Adopt a fiscal §tr§tegy anc.hored by ‘?
their reform agenda, the recent adversely affect growth and credible and binding medium-term fiscal
improvement in macroeconomic employment prospects. Fiscal and framework, endorsed at the highest level
fundamentals could reduce the external vulnerabilities would re- of policymaking. Sustain reform
sense of urgency about economic emerge, whic.h vx./oul.d be implementation to boost nonhydrocarbon
diversification, leading to a exacerbated if oil prices recede growth and labor market reforms to
slowdown in reform momentum. further, and investor confidence increase the competitiveness of Omani

could deteriorate, resulting in nationals in the private sector.

rising external borrowing costs.

The failure to turn reforms into

jobs for Omanis in the private

sector could lead to pressures to

increase public employment, with

negative implications for fiscal

sustainability.
Extreme climate events. Medium Medium

Extreme climate events driven by
rising temperatures cause loss of
life, damage to infrastructure,
food insecurity, supply
disruptions, lower growth, and
financial instability.

While extreme climate events, such
as cyclones, flooding, and dust-
storms, have become more
frequent in Oman, their impact on
the economy remains limited and
manageable. Yet, adaptation costs
are likely to increase rapidly,
adding to government spending.

Expedite implementation of the climate
agenda, particularly by rolling out the
adaptation actions of the National
Strategy for Adaptation and Mitigation to
Climate Change (2020-2040).
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Annex V. Downside Oil Price Scenario’

This annex simulates the macroeconomic impact on Oman’s economy of a temporary significant oil
price shock.? The scenario assumes oil prices fall to an average of $40 per barrel in 2026, before
gradually reverting to baseline. The shock would dampen nonhydrocarbon growth by 1.1 percentage
points, drive the fiscal and external balances into deficits of 7.3 and 14.5 percent of GDP, and reduce
government net financial assets by 9.8 percentage points. As oil prices begin to recover starting in
2027, nonhydrocarbon growth strengthens, and the fiscal balance turns into surplus in 2028, while the
external balance turns positive from 2029 onward.

1. Oil price shock. Oil prices are assumed to fall to an average of $40 per barrel in 2026,
before gradually approaching their baseline level of $67.3 per barrel by 2030. This shock
corresponds to a decline in oil prices of about 36 percent compared to the baseline under
November 2025 IMF staff macroeconomic framework. This shock is roughly equivalent to half the
loss in oil prices recorded at the onset of the Global Financial Crisis. For simplicity, this simulation
assumes that hydrocarbon GDP remains at its level under the baseline scenario. Similarly, growth in
trading partners is maintained at its baseline level and the authorities are assumed to undertake no
active policy response. The fiscal and current account balances are impacted through the decline in
oil prices and the adjustment in nonhydrocarbon activities.

2. Macroeconomic impact:

¢ Non-hydrocarbon GDP growth is estimated to weaken to 2.6 percent in 2026 and 3.5 percent
in 2027 (a reduction of 1.1 percentage points below baseline in 2026 and 0.3 percentage points
in 2027), owing to a decline in real income and weaker sentiment. As the oil price shock
dissipates, nonhydrocarbon growth approaches its baseline level of 4.0 percent by 2030.

e The fiscal balance deteriorates in 2026 before recovering gradually over the medium term. It
turns into a deficit of 7.3 percent of GDP in 2026 (compared to a surplus of 0.1 percent of GDP
under the baseline), particularly weighed down by the large decline in government hydrocarbon
revenues. The fiscal balance remains in deficit in 2027 (-1.6 percent of GDP) before returning to
surplus from 2028 onward.

e Government’s net financial assets decline, assuming that the authorities utilize buffers to
smooth the shock.? Drawing down deposits to finance the fiscal deficit while continuing transfers
to FFO lowers net financial assets to about -12.0 percent of GDP in 2026 (-1.9 percent of GDP
under the baseline) gradually improving to 4.6 percent in 2027, as fiscal balance recovers. As the

' Prepared by Mohamed Belkhir and Muhammad Ejaz.

2 The analysis is conducted within a partial equilibrium framework and does not account for potential spillovers from
a sharp decline in oil prices on trading partners

3 It is assumed that the authorities would utilize available government cash deposits to finance the temporary fiscal
deficit.
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fiscal position improves, the government is expected to rebuild its buffers, driving net financial
assets to improve by 7.2 percentage points over 2025-2030 — still 9.8 percentage points below

their baseline level in 2030.

The current account balance worsens markedly in 2026 before gradually improving. It posts a
large deficit of 14.5 percent of GDP—estimated 11.4 percentage points wider than under the

baseline— driven by significantly lower hydrocarbon revenues with a transition to near balance
in 2028 and surplus from 2029 onward as oil prices recover.

Nonhydrocarbon GDP growth slows down, amid

Annex V. Figure 1. Oman: Macroeconomic Effects of Lower Oil Price Scenario

deteriorating sentiment...

Non Hydrocarbon growth (percent)

10

...and the external account posts a large deficit.

2020
2021
2022
2023
2024
2025
2026
2027
2028
2029

Baseline == ee<Downside

Current Account Balance (Percent of GDP)

2030

2022
2023
2024

2020
2021
2025
2026
2027
2028
2029

Baseline = e=e=<Downside

Source: IMF staff calculations.
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Annex VI. 2025 FSAP Key Recommendations

OMAN

Topic

Agency

Priority

Timeline'

Systemic Risk Analysis

1. Collect granular asset class data, enhance the horizontal capacity to
assess solvency risks, and introduce Pillar Il requirements to address
concentration risks in the construction sector and large group
exposures. Strengthen the monitoring and supervision of corporate
sector vulnerabilities (permanent post-COVID scarring) and support
reforms targeting corporate restructuring and debt resolution
efficiency.

CBO

High

ST

2. Enhance the granularity of liquidity data and implement automated
validation processes to improve accuracy and reduce operational
burden. Strengthen monitoring of liquidity risks stemming from
funding concentrations, and volatile liquidity metrics and consider
introducing Pillar Il measures to address such risks.

CBO

High

ST

3. Assess data gaps and improve data availability for climate risks;
enhance analytical capacity for comprehensive climate-related risk
analysis at CBO and FSA; and integrate that into regular financial
sector risk monitoring and supervision.

CBO, FSA

Medium

MT

Macroprudential Policy Framework

4. Publish a macroprudential strategy document and prepare a
financial systemwide interconnectedness map.

CBO

High

ST

5. Introduce a positive neutral CCyB; re-evaluate the maximum limits
for household Debt Service-to-Income (DSTI), Loan-to-Value (LTV)
and FX net open position; remove interest rate ceilings on personal
loans.

CBO

Medium

ST

Banking Supervision and Regulation

6. Review the prudential framework and revise, update, and withdraw
regulations and circulars to ensure that they remain effective and
aligned with evolving industry practices and international
standards.

CBO

High

MT

7. Prioritize the safety and soundness of banks and the banking
system over the development mandate including by eliminating
preferential risk weights for targeted economic sectors.

CBO

High

ST

8. Strengthen the CBO's independence and accountability in the
medium term by excluding government officials from its Board,
introducing term limits and cooling-off periods and communicating
supervisory priorities publicly; in the short term the CBO should
review budgetary processes to ensure that they do not create any
operational challenges for banking supervision.

CBO

High

ST/MT

Systemic Liquidity

9. Implement measures to strengthen CBO's liquidity management
framework, including the methodology for assessing country risk
premium, governance issues covering the management of
international reserves and the operational framework (including for
Sharia-compliant facilities).

CBO

High

ST

1/ I: Immediately; ST: short term = less than 1 year; MT: medium term = 1-5 years
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10. Finalize outstanding ELA policy issues, complete and publish the
regulation and prepare detailed internal procedures.

CBO

High

Financial Integrity

11. Continue efforts to fully operationalize the central Beneficiary
Ownership (BO) registry by establishing and implementing
verification mechanism of the submitted BO information, enforcing
proportionate and dissuasive sanctions for non-compliance to
reporting obligations, and ensuring public access.

MOCIP

High

ST

12. CBO and FSA should, in cooperation with the Financial Intelligence
Unit (FIV), identify and disseminate sector-specific ML/TF
typologies for more in-depth understanding of ML/TF risks. CBO
and FSA should also continue monitoring evolving ML/TF risks
leveraging data and align their supervisory practices with the
identified risks, along with applying proportionate and dissuasive
sanctions for non-compliance.

CBO; FSA;
FIU

Medium

ST

Payment Systems

13. Publish a National Payments System strategy and CBO Oversight
Policy framework and conduct a self-assessment of the RTGS
system as a financial market infrastructure.

CBO

Medium

MT

Financial Safety Nets and Crisis Management

14. Support the JCFS by securing legislative backing, formalizing an

inter-agency MoU to clarify roles and enhance information sharing.

Implement a multi-year crisis simulation exercise (CSE) program at
both inter- and intra-agency levels.

MOF; CBO;
FSA; MOE;
OIA JCFS

High

ST

15. Strengthen the legislative foundation of the bank resolution
framework by formally integrating the CBO’s BRF into the Banking
Law and ensure full alignment with the FSB's Key Attributes. Fully
operationalize the BRF, establish an autonomous and well-
resourced resolution function covering any bank systemically
critical in its failure, and relocate the DIS function alongside it.

CBO

High

MT

16. Strengthen the Deposit Insurance System (DIS) by establishing the
Takaful Fund, operationalizing the framework for both funds to
cover all deposit-taking institutions, expanding the DIS mandate to
a paybox plus model, and securing formal public backstop funding
arrangements.

MoF; CBO

Medium

ST

Financial Sector Development

17. Eliminate mandatory lending quotas and adopt market-friendly
alternatives such as partial credit guarantee products for priority
sectors.

CBO, DB

High

MT

18. Continue efforts to enhance the transparency and predictability of
government securities issuances.

MOF, CBO

Medium

MT
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Annex VII. Artificial Intelligence: Readiness and Potential
Economic Effects’

Al is rapidly emerging as a pivotal driver of improving productivity. Oman recognized this potential and,
under Vision 2040, has put in place a robust institutional framework to harness artificial intelligence (Al)
as part of its broader economic transformation agenda. While Oman’s readiness for Al adoption
compares favorably with GCC and EMs—patrticularly in human capital and policy dimensions—, further
progress is needed to deepen digital access, quality, and usage. Against this background, this annex
examines Oman’s evolving Al ecosystem and assesses the degree to which various occupations are
exposed to Al and whether these roles are complemented or risk being displaced by Al. While overall Al
exposure in Oman’s labor market remains modest but favorable, Al adoption in high skill jobs
(managerial roles) and among female employees could potentially improve labor productivity.

A. Context: Oman’s Al Readiness

1. Oman'’s digital transformation program is a
key enabler under Oman Vision 2040. It aims to

Al Preparedness Index 2023
(1=more favorable Al Preparedness)
Innovation and Economic Integration
X Digitial Infrastructure
+ Human Capital and Labor Market Policies

transition into a knowledge-based economy and establish

a digital society with robust e-governance. The o Overall Al Preparediness -ths

Government Digital Transformation Program (2025-2021) om TS 050
encompasses all essential components—from developing oo + +
human capital and building the necessary infrastructure to o1 ; K >’( 050

0.10 0.40
0.08 0.30

sub-indicators

implementing e-government practices, fostering trust, and

overall Preparedness Index

H H 0.06
creating a comprehensive legal and regulatory or = 0 N RE
framework. Against this backdrop, Oman has embarked 002 -
on its Al journey, positioning itself to harness Al-driven A€ EM  GCCMedian  Oman
.. . . . . Sources: IMF, staff calculations
Opportunltles, Whlle managlng aSSOCIated rISkS, Note: On a scale from O to 1. Higher values represent more favorable Al
2. Oman has put in place an institutional framework to pursue a national program for

Al. The National Program for Artificial Intelligence and Advanced Digital Technologies (2024-2026)
is a cornerstone of Oman's strategy to build a future-ready digital economy. The program aims to
develop Al capabilities through research centers, talent development, and support for startups, while
promoting economic diversification by integrating Al across key sectors and fostering public-private
partnerships. It also focuses on improving productivity through data-driven governance and
industrial automation. Through initiatives such as the Oman Digital Triangle, Al Studio, Green Al
Alliance, and the Fourth Industrial Revolution Center, the program seeks to position Oman as a
regional hub for innovation, sustainability, and advanced technology adoption, aligned with Oman
Vision 2040.

' Prepared by Muhammad Ejaz and Nareg Mesrobian.
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3. Active efforts have positioned Oman ahead of its emerging market (EM) peers in Al
readiness. On the IMF’s Al Preparedness Index, Oman ranks broadly in line with other GCC
economies—above the EMs average but below advanced economies (AEs). Notably, Oman performs
above EM average in the human capital and labor market policies dimension, reflecting relatively
stronger digital skills, greater workforce adaptability, and more comprehensive social protection
coverage.

4. Digitalization is a key enabler for effective Al adoption, and Oman has significant
opportunities to further enhance digital access, EDAl Performance by Sub-inder, 2021722
quality, and knowledge to strengthen overall (Index, higher=better)

readiness. The Enhanced Digital Access Index B

(EDAI) presents a mixed picture: Oman scores o0 SAE mOCCAversge © Oman
above both GCC and AE averages in digital 08

infrastructure but remains below the GCC average .

in affordability and digital knowledge, while

lagging quality of access and internet usage. These "

gaps limit the full potential of Al integration, o2 I

making improvements in digital access and 04

utilization essential to support Oman’s broader Al Sources:” ;.D;:m Tansormation nthe 6CC Ecomomics TME" ‘?5;5 st
readiness efforts. celclaione

B. Quantifying the Impact of Al Adoption on Oman’s Labor Market

5. Oman'’s labor market exhibits relatively low overall exposure to Al, yet reveals notable
complementarities in managerial roles and female workforce. Staff analysis indicates that
Oman'’s overall Al exposure remains modest at 26 percent—below the averages for EM (33 percent)
and AEs (58 percent), and lower than leading GCC peers (Figure 1, Panel 1 and Panel 2). Between
2014 and 2023, employment in high-exposure, high-complementarity occupations such as
“technicians” and "professionals” remained stagnant or declined, except for “managerial” positions,
which recorded growth (Figure 1 Panel 3).2 Moreover, employment in highly exposed but low-
complementarity jobs has increased, reflecting the relatively limited dynamism of the private sector,
as private sector employment grew by only 27.7 percent compared to about 86.5 percent in the
public sector over the same period. By nationality, about 70 percent of Omani nationals’ jobs are
exposed to Al, much higher than that among non-Omani workers (30 percent) (Figure 1, panel 4). A
positive dimension to this trend is that female employees are more concentrated in occupations
with high-exposure and high-complementarities, signaling untapped potential for inclusive Al-
driven female labor market transformation (Figure 1 Panel 4). The private sector has been the main
driver of Oman'’s expanding high-skilled workforce. Between 2020 and 2024, Oman'’s total workforce

2 Exposure refers to the extent to which an occupation’s tasks overlap with current Al capabilities, thereby reflecting
potential substitutability of Al for human labor. Complementarity captures the extent to which Al technologies can
augment a worker's productivity in that occupation by automating routine components and enabling higher-value
tasks. (Cazzaniga et al.,, 2024).
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increased by 23 percent, with 81 percent of this growth in high-skilled, Al-benefiting occupations in
the private sector (Figure 1 Panel 5).

6. Staff's empirical estimates suggest that Al could uplift Oman’s labor productivity by
up to 1 percentage point over medium term. Global estimates indicate that Al could add between
0.7 to 1.3 percentage points to annual productivity growth in emerging markets (Comunale and
Manera, 2024). While these estimates are subject to uncertainty and are highly context-specific, they

provide a useful benchmark for L
Oman. Apolving these lower and Labor Productivity in Oman
- APPlYINg (GDP per Worker, thousand OMR)

upper bounds on Al-led productivity 165
enhancement yields a plausible

spectrum of potential productivity
gains from Al adoption in Oman over | 155
the medium term. Under a

Baseline Productivity
===« Lower Bound (Al Adoption)
e Upper Bound (Al Adoption)

16.0

15.0
conservative scenario (lower bound), | \ S __oe=--
Al adoption could raise labor 145
productivity growth by about 0.5 140

2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030

percentage points by 2030, while
under an optimistic scenario (upper
bound), the gains could reach
around 1 percentage point by 2030.

Sources: IMF World Economic Outlook, and IMF staff calculations.

7. Staff analysis indicates that . .. . .
. Potential Productivity Gains from Al Technologies
a few sectors are most poised to (Higher = more exposure/complementarity)

benefit from Al-driven 07
productivity gains. Mapping current

/ Construction
.

T Mmu.
occupations in the labor market * Amwg_ ﬂm@\%m.m
across economic sectors in Oman, 2 o ° I"il""'" pover @i”““““
using Al exposure-complementarity g d Il]l’ﬂ' 1 T ————
matrix, reveals enabling sectors - — 04 ‘lﬂ“l‘ “H"“Mi .
concentrate in health, education, ICT, Y\ oot e "
and professional scientific and < o
technical activities are better g ot Am:zdam"
positioned to benefit from Al driven 00 02 o4 06 08 10

.. . Complementarity

productivity gains. Moreover, Sources: NCSI, IMF, and IMF staff calculations.

1/ Bubble size represents share in employment

employment in these sectors remains
low, thus offering an opportunity for growth.
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C. Conclusion

8. Oman’s progress in building a robust institutional and policy framework has laid a
foundation for advancing its Al ambitions under Vision 2040. The National Program for Artificial
Intelligence and Advanced Digital Technologies aims to harness artificial intelligence to drive
economic diversification and enhance productivity, paving the way for a future-ready digital
economy. While Oman performs well on Al readiness—particularly in human capital and labor
adaptability—, gaps in digital access and quality remain key constraints. Strengthening digital
infrastructure and connectivity will be essential to fully realize the country’s Al-driven growth
potential.

9. Oman'’s evolving labor market dynamics reveal both challenges and opportunities in
the context of Al adoption. Although overall Al exposure remains low compared to peers, the
expansion of some high-skill jobs—particularly managerial positions—and the concentration of
women in high-complementarity occupations point to areas of promising transformation. At the
same time, the rising share of clerical positions, which are more susceptible to automation,
underscores potential displacement risks. With targeted policies to stimulate private-sector
dynamism and support workforce reskilling, these trends could translate into meaningful
productivity gains, lifting Oman'’s labor productivity by up to 1 percentage point by 2030.
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Annex VII. Figure 1. Oman: Al Exposure and Complementarities
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Pizzinelli (et. Al) adopted in IMF Selected Issues Paper (SIP/2025/018).
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Annex VIIl. Data Issues

Annex VIII. Table 1. Oman: Data Adequacy Assessment for Surveillance

Data Adequacy Assessment Rating 1/

B
Questionnaire Results 2/
. Monet: d
National X Government External Sector or_1e ar){ an Inter-sectoral ) X
Prices . L L Financial R Median Rating
Assessment Accounts Finance Statistics! Statistics L Consistency
Statistics
C B C B B B
Detailed Questionnaire Results

Data Quality Characteristics
Coverage C© B

C B
Granularity 3/

B

Consistency B
Frequency and Timeliness B B

Note: When the questionnaire does not include a question on a specific dimension of data quality for a sector, the corresponding cell is blank.

1/ The overall data adequacy assessment is based on staff's assessment of the adequacy of the country’s data for conducting analysis and formulating policy advice, and takes
into consideration country-specific characteristics.

2/ The overall questionnaire assessment and the assessments for individual sectors reported in the heatmap are based on a standardized questionnaire and scoring system
(see IMF Review of the Framework for Data Adequacy Assessment for Surveillance , January 2024, Appendix I).

3/ The top cell for "Granularity" of Government Finance Statistics shows staff's assessment of the granularity of the reported government operations data, while the bottom
cell shows that of public debt statistics. The top cell for "Granularity" of Monetary and Financial Statistics shows staff's assessment of the granularity of the reported
Monetary and Financial Statistics data, while the bottom cell shows that of the Financial Soundness indicators.

The data provided to the Fund are adequate for surveillance.
B The data provided to the Fund have some shortcomings but are broadly adequate for surveillance.
C The data provided to the Fund have some shortcomings that somewhat hamper surveillance.

The data provided to the Fund have serious shortcomings that significantly hamper surveillance.

Rati le for staff Data provision to the Fund has some shortcomings but is broadly adequate for surveillance purposes.

National Accounts. While quarterly expenditure-based GDP and a detailed public-private investment breakdown are not yet available.

Prices. The coverage and timeliness of CPI data are generally satisfactory. However, it is recommended to update the weights to better reflect changes in
the consumption basket, as the last update occurred in 2019.

Government Finance and Statistics. The coverage of fiscal data is currently restricted to the government budget. The publicly reported fiscal statistics
have yet to be aligned with the Government Finance Manual (GFSM) 2014 standards, but the authorities provide all relevant non-publicly available fiscal
data to align fiscal reporting for surveillance purposes broadly in line with GFSM 2014 standards. These include transactions through shareholder bridge
facility with Energy Development Oman (EDO) and the allocation of oil revenues to dedicated government funds, among others. MoF consistently
provides fiscal operations data and granular debt and debt services statistics at a quarterly frequency.

External Sector. The external sector data reported by the CBO is generally consistent with BPM6. However, this data is available only on annual basis and
is subject to considerable delays, albeit adequate for External Sector Assessment. The treatment of Free Trade Zones (FTZs) activities in the external
sector statistics remains unclear, complicating the classification of related transactions as either goods or services. The financial account lacks detailed
information, and data on the private sector external debt is not available. The CBO does not submit the Coordinated Direct Investment Survey (CDIS) and
Coordinated Portfolio Investment Survey (CPIS), limiting the team's ability to verify the consistency of financial account data.

Monetary and Financial Sectors. The available statistics are sufficient for the team's assessment of financial stability risks. While data is broadly
adequate, it lacks granularity, which is necessary to improve analysis of the monetary and financial sector. For instance, data on the non-banking financial

sector, currently limited, would help assess emerging trends and policy options for financial sector development. FSI are provided on a quarterly basis to
the team but they are not published.

Changes since the last Article IV consultation. CBO is actively working on compiling and publishing quarterly BoP data while NCSI is undertaking a GDP
rebasing to 2025.

Corrective actions and capacity development priorities. The authorities expressed interest in receiving technical assistance on the Producer Price Index
(PPI) and on measuring the digital economy. They reaffirmed their commitment to aligning fiscal compilation and reporting with GFSM 2014 and to
expanding the coverage of government finance statistics to the wider public sector, in line with the Fund's technical assistance recommendations. In line
with previous Article IV committment, authorities presented an experimental quarterly BoP to Fund Staff as part of their efforts to improving the frequency
of External Sector Statistics. The CBO also plans to enhance the compilation and dissemination of Financial Soundness Indicators (FSls). The authorities
have launched the National Strategy for Statistics and Information 2025-2030, to establish a comprehensive national framework to strengthen the
statistical and information ecosystem in the Sultanate.

Use of data and/or estimates in Article IV consultations in lieu of official statistics available to staff. Staff does not use any data and/or estimates
in the staff report in lieu of official statistics.

Other data gaps. More granular labor market data (including revisions to historical data in case of methodological and coverage changes), historical
and sectoral data on SME activity, and an updated Household Income and Expenditure Survey would help enrich surveillance and assessing the impact of
reforms.

Annex VIII. Table 2. Oman: Data Standards Initiatives

Oman participates in the Enhanced General Data Dissemination System (e-GDDS) and publishes the data on its National Summary Data Page since August 2018.

OMAN
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Annex VIIl. Table 3. Oman: Table of Common Indicators Required for Surveillance
As of Nov 18, 2025

Publication under the Data Standards Initiatives through the
National Summary Data Page

Data Provision to the Fund

Date of Latest . Frequency of Frequency of Expected Expected
R Date Received . e 7 Oman® e 67 Oman®
Observation Data Reporting Frequency™ Timeliness™
Exchange Rates Real time Real Time D D D M ™
International Reserve Assets and Reserve Liabilities
] Sep-25 Nov-25 M M M M ™M 45D
of the Monetary Authorities
Reserve/Base Money Sep-25 Nov-25 M M M 2M
Broad Money Sep-25 Nov-25 M M M 1Q
Central Bank Balance Sheet Sep-25 Nov-25 M M M 2M
Consolidated Balance Sheet of the Banking System Sep-25 Nov-25 M M M 1Q
Interest Rates? Sep-25 Nov-25 M M M M 45D
Consumer Price Index Oct-25 Nov-25 M M M M 2M ™
Revenue, Expenditure, Balance and Composition of
} . 4 Sep-25 Nov-25 M M A A 3Q 3Q
Financing®-General Government
Revenue, Expenditure, Balance and Composition of
R Sep-25 Nov-25 M M Q M 1Q 3M
Financing®-Central Government
Stocks of Central Government and Central
5 Sep-25 Nov-25 Q Q Q Q 2Q 2Q
Government-Guaranteed Debt
External Current Account Balance Jun-25 Nov-25 A A Q A 1Q 6M
Exports and Imports of Goods and Services Jun-25 Nov-25 A A M M 12W 3M
GDP/GNP Jun-25 Nov-25 Q Q Q Q 1Q 3M
Gross External Debt Sep-25 Nov-25 A A Q Q 2Q 2Q
International Investment Position Dec-24 Aug-25 A A A A 3Q 3Q

"Includes net market value of derivative positions.

2 Both market-based and officially determined, including discount rates, money market rates, rates on treasury bills, notes and bonds.

 Foreign, domestic bank, and domestic nonbank financing.

* The general government consists of the central government (budgetary funds, extra budgetary funds, and social security funds) and state and local governments.

° Including currency and maturity composition.

© Frequency and timeliness: ("D") daily; ("W") weekly or with a lag of no more than one week after the reference date; (“M") monthly or with lag of no more than one month after the reference date; ("Q")
quarterly or with lag of no more than one quarter after the reference date; (“A”) annual.; ("SA") semiannual; ("I") irregular; ("NA") not available or not applicable; and (‘NLT") not later than.

" Encouraged frequency of data and timeliness of reporting under the e-GDDS and required frequency of data and timeliness of reporting under the SDDS and SDDS Plus. Any flexibility options or
transition plans used under the SDDS or SDDS Plus are not reflected. For those countries that do not participate in the IMF Data Standards Initiatives, the required frequency and timeliness under the
SDDS are shown for New Zealand, and the encouraged frequency and timeliness under the e-GDDS are shown for Eritrea, Nauru, South Sudan, and Turkmenistan.

°Based on the information from the Summary of Observance for SDDS and SDDS Plus participants, and the Summary of Dissemination Practices for e-GDDS participants, available from the IMF
Dissemination Standards Bulletin Board (https://dsbb.imf.org/). For those countries that do not participate in the Data Standards Initiatives, as well as those that do have a National Data Summary Page,
the entries are shown as "..."
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I FUND RELATIONS

(As of October 31, 2025)

Membership Status: Joined December 23, 1971; Article VIII.

General Resources Account:

Quota

MF's holdings of currency

Reserve tranche position

SDR Department:
Net cumulative allocation

Holdings

Outstanding Purchases and Loans: None

Latest Financial Commitments: None

Projected Payments to the Fund

(SDR Million; based on existing use of resources and present holdings of SDRs)

SDR Million
544.40
402.74
141.70

SDR Million
700.60
72113

Forthcoming

% Quota
100.00
73.98
26.03

% Allocation
100.00
102.93

2025 2026 2027
Principal
Charges/interest 0.0 0.0 0.0
Total 0.0 0.0 0.0

Lending to the Fund and Grants:

RST. Oman contributed SDR 40 million to the RST in 2023.

2028

<
o

©
o

PRGT subsidy resources. In 2023, Oman also finalized its contribution agreement for SDR

18 million from net investment earnings to be generated by an investment in the amount of

SDR 29 million with the PRGT's Long-Term Investment Strategy.

Implementation of HIPC Initiative: Not applicable.

Implementation of Multilateral Debt Relief Initiative (MDRI): Not applicable.

Implementation of Catastrophe Containment and Relief (CCR): Not applicable.
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OMAN

Exchange Rate Arrangements

The de jure and de facto exchange rate arrangements in Oman are classified as a conventional peg.
The Omani rial is pegged to the U.S. dollar at a rate of RO 1 = $2.6008. The central bank maintains
fixed buying/selling rates (RO 1 = $2.5974/2.6042) for the U.S. dollar.

Oman accepted the obligations under Article VIII, Section 2(a), 3, and 4 of the IMF's Articles of
Agreement and maintains an exchange system free of multiple currency practices and restrictions on
the making of payments and transfers for current international transactions other than restrictions
notified to the Fund in accordance with Decision No. 144(52/51).

Article IV Consultations

Oman is on the standard annual consultation cycle. The previous Article IV consultation was held
during October 30-November 13, 2024. The staff report was considered on a lapse of time basis and
published by the Executive Board on January 22, 2025 (Country Report/25/13).

FSAP Participation, ROSCs, and OFC Assessments

A joint IMF-World Bank team visited Oman in May and August to conduct a Financial Sector
Assessment Program (FSAP), providing an updated assessment of the financial sector since the
previous FSAP undertaken in 2011 (SM/11/26). A Data ROSC was conducted by STA in February

2004, and a ROSC reassessment mission took place in November 2014.

Fund Technical Assistance (since 2015)

LEG  AML/CFT Framework January 2015
STA  National Accounts Statistics March 2015
STA  Import Price Index November 2015
STA  Balance of Payments Statistics December 2015
LEG  AML/CFT Framework January 2016
STA  National Accounts Statistics April 2016

FAD  Medium-Term Fiscal Framework August 2016
LEG AML/CFT Framework December 2016
FAD  Tax Administration March 2017
STA National Accounts Statistics May 2017

LEG AML/CFT Framework July 2017

MCM  Monetary Policy Operations April 2018

STA e-GDDS April 2018

FAD  Tax Administration April 2018

LEG AML/CFT Framework January 2019
MCM  Government Debt Management June 2021

FAD  Strengthening the Macro-Fiscal Unit June 2021

MCM Debt Management Strategy February 2022
STA External Sector Statistics March 2022
FAD  Tax Administration May 2022
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ICD

MCM
ICD
MCM
FAD
LEG
MCM
ICD
FAD
STA
FAD
MCM
ICD
MCM
STA
ICD
FAD
MCM
ICD
STA
FAD

Macroeconomic Forecasting

Macroprudential Stress Testing
Macroeconomic Framework
Debt Management
Medium-Term Fiscal Frameworks
AML/CFT Framework

Asset and Liability Management
Macroeconomic Framework
Macro-Fiscal Forecasting
Government Finance Statistics
Tax Policy

CBO Transparency Assessment
Macroeconomic Framework
ELA and collateral frameworks
National Accounts Statistics
Macroeconomic Framework
Fiscal Rules and PFM

Liquidity Management and Forecasting

Macroeconomic Framework
External Sector - BOP
TADAT - workshop

October 2022

February 2023

March 2023

May 2023

July 2023

September and October 2023
December 2023

April 2024

April 2024

May 2024

May-June 2024
June-July 2024

July 2024
August-September 2024
August-September 2024
October 2024
November 2024
December 2024

January 2025

December 2025
December 2025

Resident Representative: No resident representative is stationed in Oman.
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N RELATIONS WITH THE WORLD BANK GROUP

(As of November 17, 2025)
World Bank Country Page:

https://www.worldbank.org/en/country/gcc/brief/oman-country-program
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Statement by Mohamed Maait, Executive Director for Oman, and Fadhila Alfaraj,
Adyvisor to Executive Director
January 12, 2026

On behalf of the Omani authorities, we thank Mr. Alhassan and his team for the constructive policy
discussions during the mission and the insightful Article IV consultation report. We also thank Mr.
Laliotis and the FSAP mission team for the dynamic engagement and valuable recommendations. The
authorities value the mission’s productive discussion and exchange of views and look forward to
continuing engagement with the Fund.

Recent Economic Developments and Outlook

Oman’s economy has demonstrated strong resilience, supported by robust non-hydrocarbon
growth amid multiple shocks and heightened uncertainty. The authorities have maintained their
commitment to sustainable development through prudent fiscal discipline, strong governance and
regulatory frameworks, and enhanced economic diversification. The overall economic growth was 1.6
percent in 2024 and 2.2 percent by September 2025. Notably, nonhydrocarbon growth reached 3.3 percent
in 2024, up from 2 percent in 2023, and accelerated further to 3.4 percent by September 2025. This robust
performance was fueled by expansions in manufacturing, wholesale and retail trade, logistics,
construction, agriculture, and fishing. Inflation remained subdued at 0.6 percent in 2024 and 0.9 percent
through November 2025, due to effective fiscal and monetary policies. Fiscal balance stood at 3.3 percent
of GDP in 2024, improving to 4.5 percent by September 2025. Debt repayments maintained the debt-to-
GDP ratio at 35.8 percent by September 2025.

On the external front, Oman achieved a current account surplus of 3.2 percent of GDP in 2024,
driven by solid exports and increased reserves. The external position is set to strengthen over the
medium term reinforcing external sustainability and the credibility of the USD peg. These gains
contributed to the restoration of Oman’s investment-grade rating by all three major agencies, signifying
renewed investor confidence and macroeconomic stability.

In January 2026, Oman launched its 11th Five-Year Development Plan (2026-2030), a
comprehensive economic roadmap designed to advance the nation’s objectives under the Oman
2040 Vision. The plan marks a pivotal phase, built on a stable foundation using a collaborative and
integrated approach. Central to this plan is the prioritization of high-impact sectors that promote trade
diversification and generate employment, while simultaneously bolstering essential domains such as
mining, food security, health and education, and renewable energy. Monitoring and accountability will be
strengthened through advanced indicator dashboards, developed in partnership with ESCWA and the
Decision Support Unit, to track progress and measure outcomes.

Looking forward, Oman’s GDP growth is expected to accelerate, underpinned by strong policy
buffers, prudent fiscal management, and ongoing reform momentum. Nevertheless, the authorities
recognize that downside risks persist, particularly those stemming from oil price volatility and regional
instability and remain vigilant in strengthening resilience through adaptive fiscal and economic strategies.



Fiscal Policy

The Omani authorities remain committed to prudent fiscal management and growth friendly
consolidation. Phase one of the financial system “Maliya” was lunched in December 2025, introducing
enhancement of the budgetary processes and overall Public Financial Management. Efforts continue to
balance fiscal discipline with supportive economic development. The fiscal deficit of 15.7 percent of GDP
in 2020 was reversed to a surplus of 1.9 percent in 2024 and is expected to maintain a positive fiscal
balance of 0.7 percent in 2025. The authorities prioritized reducing the nonhydrocarbon primary deficit
through targeted expenditure restraint and further phasing out of subsidies. Moving forward, the Medium-
Term Fiscal Plan (MTFP) for 20262030, which is integrated into the //th Development Plan, aims to
establish robust fiscal objectives with multi-year projections anchored by a fiscal rule designed to
maintain public debt within safe limits and strengthen reserves.

Expenditure rationalization is a central pillar of Oman’s MTFP, with targeted measures to
moderate public sector wages, operational costs, and improve subsidy efficiency. Significant
restructuring has already reduced electricity subsidies to 43 percent of the total subsidy bill, while fuel
subsidies have been largely phased out and expenditure ceilings established for water and sanitation
services. The authorities remain committed to gradually phasing out remaining subsidies, emphasizing the
importance of careful implementation to protect vulnerable groups through robust social protection
programs. The recently introduced universal social protection scheme was designed for long-term
sustainability and resilience, featuring automatic adjustment mechanisms to maintain fiscal balance and
comprehensive coverage for all worker categories. The scheme expands benefits to include disability,
sickness, and unemployment support, and incorporates advanced governance structures and full
automation to promote transparency and efficiency. Substantial investments are being made to streamline
operations and integrate data systems, with regular actuarial assessments and asset-liability evaluations
planned to ensure evidence-based reforms and continuous improvement.

Revenue reforms are progressing under the Tax Administration Modernization Program (TAMP).
Phases one and two completed and phase three now focus on operational, monitoring, and evaluation
frameworks. In 2025, significant progress was made, including restructuring of the Oman Tax Authority,
the adoption of advanced compliance risk management strategies, and the introduction of the Personal
Income Tax focused on high-income earners (targeted for 2028). Tax revenues rose by 3 percent in Q3
2025, driven by expanded registrant numbers and improved compliance. Key ongoing initiatives include
establishing a comprehensive taxpayer registry, implementing risk-based compliance measures, and
upgrading IT systems to close collection gaps. E-invoicing is set to be completed by end-2026. Additional
interim measures, such as human capital development and process enhancements, are aligned with IMF
recommendations. In 2025, Oman also enacted legislation to implement Pillar II of the OECD/G20 BEPS
framework, introducing a Domestic Minimum Top-Up Tax and Income Inclusion Rule, with further
efforts are underway to fully align compliance and framework requirements. The OECD Global Forum on
Transparency and Exchange of Information for Tax Purposes rated Oman as “Largely Compliant” in June
2025.

The authorities placed a strong emphasis on reducing public debt by implementing a
comprehensive Debt Sustainability Framework. As a result, they achieved a significant decrease in the
debt-to-GDP ratio, bringing it down from 67.9 percent in 2020 to 35.8 percent by September 2025.
Interest payments also declined significantly, averaging 9 percent of total government expenditure
between 2021 and 2024. The MTFP targets maintaining the debt-to-GDP ratio in the range of 31-40
percent of GDP through fiscal discipline and prudent financial management. The authorities are



developing an asset-liability management framework, with progress expected through 2026. Oman's
external position is stable, standing at 106 percent of the ARA metric, but the authorities remain
committed to continuing to accumulate additional buffers.

Monetary and Financial Policy

The exchange rate peg remains appropriate for Oman’s economic framework, serving as a reliable
monetary anchor that supports inflation. The Central Bank of Oman (CBO) is maintaining the
alignment of the policy rate with the U.S. Federal Reserve. Sustained official foreign reserves, ongoing
fiscal discipline, and comprehensive structural reforms will further strengthen the credibility and
resilience of the peg.

In January 2025, Oman enacted a new Banking Law that significantly expands the CBO’s statutory
mandate, providing a comprehensive and modern legal foundation for regulation and supervision. This
legislation enhances the alignment of banking oversight with global standards, increases regulatory
flexibility in setting prudential rules, and transitions supervisory inspections to a risk-based approach.
Additionally, it establishes a consolidated supervision framework and strengthens the regulatory
environment for financial institutions.

While maintaining monetary and exchange rate stability as core objectives, the new Banking Law
introduces development objectives supporting broader financial stability and economic
diversification. This is achieved by reducing market concentration and channeling credit toward non-oil
sectors. Complementing these reforms, the 2025 Banking Law and the 2024 Bank Deposit Protection
Law (BDPL) have further enhanced Oman’s financial safety nets by incorporating international best
practices, boosting depositor confidence, and reinforcing systemic stability. These legislative
advancements have enhanced Oman’s crisis management framework, including the establishment of a
Financial Stability Committee, which is responsible for monitoring systemic risks, coordinating financial
sector policies, and ensuring the overall stability and resilience of the financial system.

The 2025 voluntary FSAP assessment was initiated to further strengthen the resilience of Oman’s
financial sector. The assessment was conducted against the revised Basel Core Principles issued in April
2024 at the authorities’ request, which introduced more rigorous standards within a compressed
timeframe. Simultaneously, CBO is making significant progress in modernizing the regulatory landscape,
with a clear focus on achieving full compliance with the latest Basel IV requirements. The ongoing
Monetary Policy Enhancement Project (MPEP) features a systematic, phased transition toward an active
liquidity management framework and enhancing the effectiveness of monetary operations. Efforts also
continued to improve the monetary policy transmission through the implementation of the Treasury
Single Account and the development of a local bond market.

The banking sector is well-capitalized, liquid, and largely resilient to severe shocks. Stress tests based
on the Liquidity Coverage Ratio showed that most banks maintained strong liquidity, although a few had
a minor overall shortfall. The Basel III frameworks including the LCR, NSFR, definition of capital,
leverage ratio and a D-SIB framework have been implemented by the CBO. The CBO considers
maintaining the interest rate cap on personal loans crucial for protecting individuals and households from
excessive indebtedness and promoting financial well-being. This approach not only supports social
protection, but it is also contingent upon ongoing enhancements to the credit rating framework and the
effective activation of credit rating systems, ensuring that responsible lending practices are upheld and
access to credit remains fair and sustainable. In the capital market, the authorities have advanced
development by boosting liquidity and investor participation through increased non-bank corporate



issuance through SOE IPOs and regulatory reforms. Efforts are also underway to enhance secondary
market liquidity and promote initiatives such as the Alternative Investment Market.

Oman has strengthened its AML/CFT framework, as recognized by the 2024 FATF Mutual
Evaluation Report. Key actions include deploying the Central Bank’s STRIX risk assessment tool and
improving geographic risk understanding in banking. Moreover, the CBO has modernized the National
Payment System, introducing multi-currency RTGS, instant mobile payments, and Open Banking
framework to support its Fintech Roadmap.

Structural Policy

Oman’s State-Owned Enterprises (SOEs) have experienced substantial transformation, marked by
robust governance reforms, enhanced transparency, and an active privatization agenda that has
reduced full state ownership within its portfolio. These reforms have enabled SOEs to strengthen their
fiscal positions, particularly through targeted deleveraging. Overall debt remains reasonable at 32.9
percent of GDP in 2025. However, Oman Investment Authority continues to demonstrate vigilant
oversight and a focused commitment to improving the debt sustainability of these enterprises. Ongoing
efforts are also underway to further advance governance standards and financial disclosure. In addition,
SOE:s are clearly mandated to support the development of the small and medium-sized enterprise (SME)
ecosystem, attract foreign direct investment, and help deepen capital markets through multiple issuances,
thereby contributing to broader economic diversification and resilience.

The Omani authorities’ development of SME:s is crucial for job creation and economic
diversification. Towards this end, on December 2025, they launched the National SME Funding Strategy
to improve access to finance and drive growth potentials of SMEs. The strategy introduces digital lending
channels, government-backed guarantees, and a centralized accreditation system to improve access to
both debt and equity financing. These measures specifically target closing the OMR 1.6 billion SME
funding gap and are expected to advance financial inclusion, stimulate innovation, and generate new
employment opportunities. Additionally, the development of an SME credit scoring system, currently
underway by Mala’a (the Credit Bureau), will further support responsible lending and provide SMEs with
fairer access to credit.

Oman’s labor policies are advancing with new regulations and an automated labor clearance
system. Labor union strength has reached level 3, placing Oman among the top performers in the MENA
and GCC regions. Efforts to regularize informal workers, in coordination with partner countries, have
reduced expatriate numbers without impacting growth, as these workers were not formally integrated. The
Wage Protection System (WPS) now covers 70 percent of the workforce, cutting noncompliance by 20
percent y-o-y as of June 2025. Additional reforms to boost women’s participation include expanding
flexible work options and extending maternity and parental leave. Moving forward, a key priority is
partnering with the private sector to integrate vocational training into education, addressing skills
mismatches and aligning workforce competencies with Oman 2040 Vision, particularly for sectors like
green hydrogen and renewables.

Oman is well-positioned to advance its energy transition, capitalizing on abundant renewable
resources and an ambitious national hydrogen program. This progress is underpinned by a
strengthened climate governance framework, notably through the National Strategy for Adaptation and
Mitigation to Climate Change (2020-2040) and the National Strategy for an Orderly Transition to Net
Zero by 2050. The energy transition is being driven by an export-oriented strategy that is closely
integrated with Oman’s broader economic diversification agenda under the 11" Development Plan. Key



initiatives include localizing supply chains, developing facilities for green hydrogen production, and
reinforcing all supporting supply networks to minimize operational delays. As part of these efforts, Oman
is committed to generating 40 percent of its total power from renewables by 2040, up from over 20
percent in 2025. This is expected to support sector-wide efficiency gains and result in significant cost
reductions. The 2025 FSAP assessment underscored the need for robust climate adaptation and continued
risk monitoring. It is worth noting that, Oman had already launched its National Adaptation Plan with
support from the Green Climate Fund prior to this assessment, demonstrating proactive commitment to
climate resilience. Disaster risk reduction has also been strengthened through the implementation of a
sophisticated National Multi-Hazard Early Warning System (NMHEWS).

Conclusion

Oman values its partnership with the Fund, recognizing its role in supporting the country’s economic
transformation. Despite some challenges, Oman’s economy has shown resilience and sustained robust
growth. The authorities remain committed to sound fiscal and monetary policies, financial system
stability, and structural reforms aligned with Oman Vision 2040. These efforts advance inclusive growth,
maintain macroeconomic stability, and address global and regional challenges.
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