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Abstract 

This paper explores the effectiveness of Central Bank of Oman’s (CBO) monetary policies in 

fostering economic stability. By analysing data from annual reports and policy outcomes, the 

study assesses key measures such as interest rate adjustments, liquidity management, and 

inflation control. The findings indicate that the CBO’s policies have been instrumental in 

maintaining economic stability, especially during periods of global economic uncertainty. The 

paper concludes with strategic recommendations to further enhance the effectiveness of 

monetary policy in ensuring long-term financial stability and economic growth. 
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1. Introduction 

A central bank plays a crucial role in ensuring a country's economic stability by managing 

monetary policy, controlling inflation, regulating interest rates, and maintaining liquidity in 

the financial system. As the primary authority overseeing the nation's money supply and 

financial institutions, the central bank employs various tools such as open market operations, 

reserve requirements, and policy interest rates to stabilize the economy. By adjusting interest 
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rates, it influences borrowing and investment, while open market operations help regulate 

money supply and liquidity. Controlling inflation remains a key objective, as unchecked 

inflation erodes purchasing power and disrupts economic growth. Additionally, maintaining 

adequate liquidity ensures that banks function efficiently, preventing financial crises. 

Through these mechanisms, the central bank fosters a stable economic environment, 

promoting sustainable growth and financial confidence. 

The Central Bank of Oman (CBO) serves as the country's primary monetary authority, 

responsible for maintaining financial stability and fostering sustainable economic growth. 

Established in 1974, the CBO regulates the banking sector, manages the Omani rial, and 

implements monetary policies to control inflation, interest rates, and liquidity. Through key 

instruments such as open market operations, reserve requirements, and exchange rate 

policies, the CBO ensures a stable financial environment, promoting investor confidence and 

economic resilience. Its role is particularly vital in navigating global economic fluctuations 

and supporting long-term national development objectives. 

Monetary policy plays a crucial role in ensuring economic stability by regulating money 

supply, controlling inflation, and influencing interest rates. Implemented by a country's 

central bank, it helps maintain price stability, foster economic growth, and manage 

unemployment levels. One of the primary objectives of monetary policy is inflation control. 

High inflation erodes purchasing power, while deflation can lead to economic stagnation. By 

adjusting interest rates and using tools like open market operations and reserve requirements, 

central banks can manage inflation and ensure stable prices. Interest rate regulation is another 

key aspect, as it directly affects borrowing, spending, and investment. Lower interest rates 

encourage economic activity by making loans more affordable, while higher rates help 

control excessive inflation. Liquidity management is essential for maintaining a well-

functioning banking system. Through various mechanisms, central banks ensure that 

commercial banks have adequate liquidity to meet public, and business demands while 

preventing financial crises. Overall, effective monetary policy supports sustainable economic 

growth, enhances investor confidence, and stabilizes the financial system, making it a 

cornerstone of long-term economic stability. 

2. Literature Review 

Monetary policy of the Central Bank of Oman (CBO) and its impact on economic growth and 

stability. The primary objective of CBO’s monetary policy is to maintain price stability while 
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supporting economic growth through interest rate adjustments, open market operations, and 

macroprudential measures. The study highlights Oman’s dependence on oil revenues, noting 

that while hydrocarbon growth has driven economic expansion, diversification efforts are 

crucial for long-term stability. Employment trends show a growing private sector and 

increased foreign workforce participation, aligning with Oman Vision 2040. Inflation 

remained under control due to administrative actions and currency stability, despite global 

economic challenges. Interest rate adjustments impacted loan and deposit rates, affecting 

credit accessibility. The study recommends strengthening financial sector resilience, 

supporting SMEs, enhancing workforce skills, and improving policy frameworks to ensure 

sustainable economic growth and stability in Oman. Khan.U.A, Jain.V. (2024).   

This study examines how monetary policy and financial stability interact with Gulf 

Cooperation Council (GCC) nations between 2006 and 2020. It presents a composite 

financial stability index that is specific to each GCC country and provides information on 

vulnerable and stressful financial times. The study calculates the monetary policy reaction 

functions for Bahrain, Kuwait, Saudi Arabia, and the United Arab Emirates (UAE) using the 

Nonlinear Autoregressive Distributed Lag Model (NARDL). The findings show that different 

GCC countries have different monetary authorities' reactions to variations in inflation, the 

production gap, and exchange rate fluctuations. The study is noteworthy for highlighting 

important responses to either positive or negative shocks to financial stability, demonstrating 

differences between short- and long-term viewpoints. Financial stability is given priority in 

the monetary policy goals of Bahrain, the United Arab Emirates, and Kuwait, but Saudi 

Arabia has a unique reaction pattern. The analysis presents an enhanced method, questioning 

the suitability of conventional linear Taylor rules for GCC nations and stressing the 

importance of including financial stability as a critical factor. The observed differences in 

monetary policy responses are a result of the GCC countries' varied financialization and 

liberalization strategies, as well as their varying economic performances and susceptibilities 

to both internal and external shocks. Elsayed, A. H., Naifar, N., & Nasreen, S. (2023) 

The primary focus of the article is the monetary policy of Brazil's central banks. It also 

discusses Brazil's economic expansion. To clarify the points of view, the article makes use of 

a number of analytical techniques, including comparing the economic indicators of Brazil and 

the United States, examining exchange rate policy, and examining government fiscal debt. 

This analysis's main conclusions of the subjects covered are as follows: (1) Indicators 
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including the Human Development Index, poverty rates, access to healthcare and education, 

the efficacy of governance, and levels of corruption must be evaluated when assessing social 

and institutional quality. (2) By strengthening regulatory frameworks, enabling market 

access, building infrastructure, boosting investor education, and encouraging foreign 

participation, policymakers can put measures into place to improve the perceptions of 

international investors. Siyu Qian (2023) 

Monetary policy plays a vital role in economic planning and strategy, aiming to foster an 

environment conducive to public welfare and overall economic progress. One common way 

to measure the success of such policy is by examining how interest rates influence GDP 

growth, inflation, and investment. The traditional liquidity preference–money supply (LM) 

curve is often used to depict the relationship between monetary policy and these economic 

variables. For monetary policy to be effective, the nominal GDP growth rate should at least 

match the inflation rate. If monetary easing causes inflation to rise more than it boosts GDP, 

it can lead to increased poverty levels. In essence, a successful monetary policy is reflected in 

a positive real GDP growth rate. This can be achieved when increased money supply 

enhances business activities. A higher rate of GDP growth can help reduce poverty, while 

growth in international trade and the creation of new businesses signal improvements in the 

economic environment. Mehar, M.A. (2023) 

This essay looks at the significant impact that monetary policy has on the economy and the 

critical role that central banks play in implementing it. It offers a thorough examination of the 

goals, instruments, and tactics used by central banks to manage inflation, control monetary 

conditions, and advance economic stability. It also looks at the channels via which decisions 

on monetary policy affect the economy, affecting investment, employment, consumption, 

interest rates, and exchange rates. The study also emphasizes the difficulties and constraints 

central banks encounter when implementing efficient monetary policy, particularly in a time 

of financial interdependence and economic globalization. All things considered, this research 

advances our understanding of the complex interactions among monetary policy, 

macroeconomic results, and central bank activities. Atharva Singh (2023) 

This research paper investigates the impact of monetary policy on economic growth in Oman 

during the pre-COVID-19 and COVID-19 periods. The study utilizes data from 2016 to 2021, 

analysing how variables such as interest rates, money supply, fiscal policies, and oil prices 

affect economic growth. The paper finds that monetary policy significantly influences 

https://www.researchgate.net/scientific-contributions/Siyu-Qian-2264144336?_sg%5B0%5D=a9iVZNVtdyyAUdMcX79bvcvBlPt4bscBOiRGRSqVwqdsWKMUdj7XoAeJS71bnWOeKKc6FJY.bgVa4j-wzjpMgr1eYCyDT1m9whJKRpGqc7axwLYJN9235ph46be_LU1A0zh8qZI78pr1PgWMm1PAgrcoy8mvCw&_sg%5B1%5D=7hyF5k_uJZ-e5z6yqFsZmwPtwhQA1GbW5tNvg5oWFVutE96qE1mX_J5bt52eKgld0H4yPhM.SawPNUaDk6EziAzX1lIHHvioTV_N-I3AjrNbJdN5odns04YDugTIBcV5fHmwAEUxeavClsrgChiEoQDVC8JGDw&_tp=eyJjb250ZXh0Ijp7ImZpcnN0UGFnZSI6InByb2ZpbGUiLCJwYWdlIjoicHVibGljYXRpb24iLCJwb3NpdGlvbiI6InBhZ2VIZWFkZXIifX0
https://www.emerald.com/insight/search?q=Muhammad%20Ayub%20Mehar


Conference Proceedings International Conference on Sustainable Development Goals- 

Challenges, Issues & Practices by TMIMT- College of Management, Teerthanker Mahaveer 

University, Moradabad 25th & 26th April 2025. TMIMT International Journal (ISSN: 2348-

988X) 

 

5                                                        ICSDG-CIP-2025                            25th- 26th April 2025 

economic growth, with interest rates and changes in oil prices playing crucial roles during 

both periods. During COVID-19, the Central Bank of Oman’s policies, including reducing 

interest rates, helped stabilize the economy despite external shocks. The study highlights the 

importance of diversifying Oman’s economic portfolio, emphasizing youth empowerment 

and reducing dependence on oil and tourism. The findings suggest that proper monetary 

policy adjustments can mitigate the effects of crises like the pandemic on economic growth. 

Recommendations include further diversification, VAT application, and support for small and 

medium enterprises. Khan U.A, Al-Rashdi A.S, Al-Balushi I.R, Al-fulaiti M.A & Alhabsi 

M.H (2022) 

This study focuses on analyzing the influence of both monetary and macro-prudential policies 

within the GCC economies between 2000 and 2013. The key findings indicate that macro-

prudential measures have a stronger impact than monetary policy. Specifically, shocks from 

macro-prudential policies account for 14.2% of credit fluctuations and 10.3% of output 

variability, whereas monetary policy shocks explain only 5.5% of credit and 6.4% of output 

changes. Based on these outcomes, the paper suggests that GCC nations should accelerate 

efforts to diversify their economic structures and enhance data accessibility. Achieving this 

may involve the creation of a financial stability coordination body to better manage and 

analyze relevant data. Abdelbaki, Hisham H (2018) 

This study analyzes the efficiency and stability of Islamic and conventional banks in the GCC 

from 2005 to 2014, using data from 76 banks and employing SFA, OLS regression, and 

financial ratios. Results show conventional banks are more cost-efficient, while Islamic banks 

have stronger short-term solvency and crisis resilience due to their risk-sharing models. 

Long-term stability is similar across both types. Larger banks face diseconomies of scale, and 

well-capitalized banks are stable but less efficient. The study suggests improving efficiency 

in Islamic banks, resizing large conventional banks, and optimizing capital structures, 

offering valuable insights for regional financial policymakers. Miah, M. D. & Uddin, H. 

(2017). 

This research employs empirical analysis to examine the impact of Iran’s monetary policy on 

economic growth over the period from 1971 to 2011. Utilizing methodologically consistent 

time series data for this timeframe, the study incorporates the most suitable variables into the 

regression model to ensure credible outcomes. The regression findings reveal that the money 

supply, exchange rate, and inflation rate significantly influence economic growth over the 
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long term. Additionally, short-run results derived from the error-correction model indicate 

that both the money supply and exchange rate play a crucial role in shaping short-term 

economic performance. Alavinasab.S.M. (2016) 

Monetary policy is a crucial tool used by central banks to regulate money supply, control 

inflation, stabilize currencies, and promote economic growth. The design and implementation 

of monetary policies vary across countries depending on economic structures, exchange rate 

regimes, and institutional frameworks.  

Overview of Monetary Policy framework adopted by different Central banks based on 

their economic goals and constraints 

 

Country and 

Central Bank 

Monetary Policy 

Framework 
Key Instruments Policy Goals 

USA Federal 

Reserve (Fed) 

Dual Mandate 

(Inflation + 

Employment) 

Interest rates, Open 

Market Operations 

(OMO), Quantitative 

Easing (QE) 

Price stability, Full 

employment 

Eurozone 

European Central 

Bank (ECB) 

Inflation Targeting 

(2% CPI) 

Interest rates, QE, 

Forward Guidance 
Price stability 

UK Bank of 

England (BoE) 

Inflation Targeting 

(2%) 

Interest rates, Asset 

Purchases 
Price stability 

China People’s 

Bank of China 

(PBoC) 

Managed Exchange 

Rate, Liquidity 

Control 

Reserve requirements, 

FX intervention 

Economic growth, 

Exchange rate 

stability 

Japan Bank of 

Japan (BoJ) 

Inflation Targeting 

+ Yield Curve 

Control 

Negative rates, QE 
Price stability, 

Growth 

India Reserve 

Bank of India 

(RBI) 

Inflation Targeting 

(4% ±2%) 

Repo rate, Open Market 

Operations 

Inflation control, 

Growth 

Saudi Arabia 

Saudi Central 

Fixed Exchange 

Rate (Peg to USD) 

Repo rates, Liquidity 

support 

Currency stability, 

financial sector 
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Bank (SAMA) resilience 

Brazil Central 

Bank of Brazil 

(BCB) 

Inflation Targeting 

(3.5% ±1.5%) 

Interest rates, FX 

intervention 

Inflation control, 

Growth 

 

The Gulf Cooperation Council (GCC) countries—Saudi Arabia (KSA), Oman, UAE, Kuwait, 

Qatar, and Bahrain—have similar economic structures, primarily driven by oil revenues. 

However, their monetary policies vary based on their exchange rate regimes, economic 

diversification efforts, and financial sector development. This analysis compares the key 

monetary policy frameworks of each GCC central bank, highlighting their similarities and 

differences in managing inflation, liquidity, and economic stability. 

 

Country 

and 

Currency 

Central 

Bank 

Exchange 

Rate 

Regime 

Key Monetary 

Policy Tools 

Monetary 

Policy’s Role 

in Growth 

Challenges 

Kuwait 

(KWD) 

Central 

Bank of 

Kuwait 

(CBK) 

Pegged to a 

basket of 

currencies 

(USD-

dominant) 

Discount rate, 

open market 

operations, repo 

rates 

Supports 

diversification 

through credit 

availability 

Dependence 

on fiscal 

spending 

Bahrain 

(BHD) 

Central 

Bank of 

Bahrain 

(CBB) 

Fixed peg to 

USD 

Interest rates, 

liquidity 

management, 

Government 

bonds 

Promotes 

stable banking 

sector to 

attract 

investment 

Small 

economy, 

limited 

monetary 

tools 

Oman 

(OMR) 

Central 

Bank of 

Oman 

(CBO) 

Fixed peg to 

USD 

Interest rates, 

liquidity 

facilities, reserve 

requirements 

Facilitates 

credit flow to 

non-oil 

sectors 

Budget 

deficits, 

limited policy 

flexibility 

Qatar 

(QAR) 

Qatar 

Central 

Fixed peg to 

USD 

Policy interest 

rates, liquidity 

Uses liquidity 

management 

Need for more 

diversified 
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Bank (QCB) injections, 

treasury bills 

to support 

investment 

credit 

allocation 

KSA 

(SAR) 

Saudi 

Central 

Bank 

(SAMA) 

Fixed peg to 

USD 

Repo rates, 

reserve 

requirements, 

liquidity 

management 

Supports 

Vision 2030 

with financial 

reforms 

High oil 

dependency, 

need for non-

oil sector 

growth 

UAE 

(AED) 

Central 

Bank of the 

UAE 

Fixed peg to 

USD 

Interest rates, 

reserve ratios, 

certificates of 

deposit 

Encourages 

financial 

innovation 

and credit 

expansion 

Balancing 

economic 

growth with 

inflation 

control 

 

3. Monetary Policy Framework of the Central Bank of Oman 

In most economies, the central bank is tasked with formulating and implementing monetary 

policy, a responsibility that involves carefully balancing the demand and supply of money. 

This is typically achieved by adjusting the interest rate—the price of money—to either 

stimulate economic growth or curb inflation. On one hand, an oversupply of money can 

trigger inflation, while on the other, excessive liquidity tightening may constrain economic 

activity. 

As financial systems evolve, money supply has increasingly become demand-driven, and the 

relationship between money, prices, and output has grown more complex due to ongoing 

financial innovation. Consequently, central banks now rely more heavily on interest rate 

adjustments as signals of their monetary policy stance. A contractionary policy, marked by 

higher interest rates, aims to control inflation and overheating, while an expansionary policy, 

involving lower rates, is used to counter slowdowns in economic growth. 

However, the framework and tools of monetary policy vary by country, influenced by local 

economic structures and policy preferences. In Oman, the Central Bank of Oman (CBO) 

operates within a fixed exchange rate regime, where the Omani Rial (RO) is pegged to the 

US Dollar. This peg is central to Oman’s monetary policy, as maintaining exchange rate 

stability is essential for achieving broader macroeconomic goals such as stable inflation, 

sustainable growth, and financial stability. 
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To sustain the fixed peg—established at USD 2.6008 per RO since 1986—the CBO relies on 

sound liquidity management, strong foreign exchange reserves, and a well-regulated banking 

sector. The government's prudent fiscal policy also reinforces the peg. However, the peg 

limits Oman’s ability to conduct an independent monetary policy, as domestic interest rates 

must closely follow movements in the U.S. Federal Reserve’s rates, often reflected through 

LIBOR. 

Liquidity Management under a Pegged Regime 

Within this constrained environment, the CBO actively manages domestic liquidity to 

maintain stability. Mismatches in liquidity—whether surplus or deficit—must be carefully 

balanced to avoid speculative capital flows that could destabilize the fixed exchange rate. The 

CBO uses various tools to achieve this: 

• Open Market Operations (OMO): These include absorbing excess liquidity through 

the issuance of short-term instruments like Central Bank Certificates of Deposit 

(CDs), Government Treasury Bills, and Government Bonds. While helping to manage 

liquidity, these government instruments also support fiscal financing. 

• Liquidity Injection: When liquidity is tight, the CBO provides funds through 

Repurchase Agreements (Repos) using its own CDs or government securities. These 

operations are typically initiated by commercial banks. The repo and CD rates broadly 

follow U.S. interest rate trends, with slight adjustments based on domestic liquidity 

assessments and auction results. 

• Additional Instruments: Tools such as currency swaps and rediscounting facilities 

are also employed periodically. To address structural liquidity challenges, the CBO 

may adjust the reserve requirement ratio or the lending ratio, and enforce specific 

prudential regulations for banks to ensure broader monetary and financial stability. 

Through these interventions, the CBO also works to deepen Oman’s money market and 

enhance its efficiency. Given Oman’s open and oil-dependent economy, the fixed exchange 

rate regime has been considered the most suitable for fostering macroeconomic stability and 

investor confidence. 

Impacts of the Fixed Exchange Rate on Monetary Conditions 

As Oman’s monetary policy is tethered to the U.S. dollar, the monetary base (Reserve 

Money) is largely influenced by changes in the Balance of Payments and the corresponding 
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shifts in net foreign assets held by the CBO. Meanwhile, variations in GDP, fiscal 

expenditure, and aggregate demand influence the growth of Broad Money and Credit within 

the economy. Despite the limited autonomy in adjusting interest rates, the CBO remains 

proactive in shaping domestic monetary and credit conditions through a combination of 

regulatory, monetary, and credit policy measures, tailored to evolving economic needs. 

Interest Rate Structure and Market Forces 

Oman’s interest rate regime operates in a deregulated environment, where market dynamics 

and external benchmarks such as LIBOR play a significant role. The CBO does not impose a 

general interest rate cap but sets a ceiling only on personal loans, which is adjusted based on 

macroeconomic developments. 

4. Methodology 

This research employs secondary data analysis approach, utilizing annual reports from the 

Central Bank of Oman (CBO) as the primary data source. The study examines 

macroeconomic indicators such as money supply, credit growth, deposit trends, interest rates, 

and foreign assets to evaluate the impact of monetary policies on economic stability. A 

quantitative research design is used, analysing time-series data from 2019 to 2023. Statistical 

and trend analysis methods are applied to identify patterns and assess the effectiveness of 

monetary interventions. The reliability of CBO data ensures accuracy and credibility, making 

it a robust foundation for evaluating Oman’s financial landscape. 

5. Objectives 

1. A comprehensive review of the tools utilized by the CBO in managing the national 

economy, including its approach to setting interest rates, controlling money supply, 

and implementing credit-related regulations. 

2. An evaluation of critical macroeconomic indicators—such as inflation, GDP growth, 

unemployment levels, and the performance of the financial sector—to measure the 

effectiveness and impact of the CBO’s monetary policy actions. 

3. Study the effectiveness of CBO’s policies Implementation in achieving price 

stability, controlling inflation, and ensuring liquidity in the banking sector. 

4. Examine the domestic and global economic conditions, oil price fluctuations, and 

fiscal policies Influencing the effectiveness of CBO’s monetary policies. 

5. Analyse historical data to track changes in economic stability and the responsiveness 

of monetary policies. 
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6. Providing insights for enhancing monetary policy effectiveness in sustaining long-

term economic stability for attaining Oman Vison 2040. 

6. Scope 

1. This study will focus on a specific period for the past 5 years to observe trends and 

policy effectiveness. 

2. Examination of essential macroeconomic variables – which includes inflation rates, 

interest rates, exchange rate dynamics, monetary aggregates (M1 and M2), and the 

level of foreign exchange reserves—to understand the influence and response to 

monetary policy and overall economic performance. 

3. Analyse the changes in Interest rate policies, reserve requirements, liquidity 

management, and exchange rate policies. 

4. Benchmarking Oman’s monetary policies with other GCC countries to assess 

regional effectiveness. 

5. Evaluating how monetary policies influence banking stability, credit growth, 

investments, and overall economic resilience. 

7. Analysis of Annual Reports Findings, Results, Discussion and Conclusion Money 

& Banking 

MACROECONOMIC INDICATORS 

Money & Banking 
2019 2020 2021 2022 2023 

% % % % % 

Narrow Money Supply Growth (M1) 8.400% 4.100% 

3.300

% -2.400% 6.700% 

Broad Money Growth (M2) 2.000% 8.900% 

4.600

% 0.600% 

13.100

% 

Total Credit Growth 3.100% 3.300% 

4.500

% 4.800% 4.300% 

Total Deposit Growth 1.700% 2.100% 

6.000

% 1.100% 

12.300

% 

Weighted Average OMR Deposit Rate 2.006% 2.013% 

1.976

% 1.993% 2.636% 

CBO's Gross Foreign Assets - - 3.100 - -0.600% 
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4.200% 9.900% % 10.700% 

Weighted Average OMR Lending 

Rate 5.461% 5.511% 

5.568

% 5.543% 5.514% 

 

 

Oman's money and banking sector experienced fluctuations in liquidity, credit, and deposits. 

Narrow money (M1) and broad money (M2) growth showed volatility, with M2 surging in 

2023, indicating increased liquidity. Total credit and deposit growth remained stable, with 

deposits rising sharply in 2023, suggesting improved confidence in the banking system. The 

weighted average deposit rate increased in 2023, making savings more attractive, while 

lending rates remained steady, ensuring credit accessibility. However, CBO’s foreign assets 

declined in most years, indicating external pressures. Overall, the banking sector remained 

resilient, but external challenges and liquidity fluctuations require cautious monetary policy 

adjustments. 

Foreign Trade & Balance of Payment 

MACROECONOMIC INDICATORS 

Foreign Trade & Balance of 

Payment 

2019 2020 2021 2022 2023 

% % % % % 

Current Account Balance (1.6 Bn) (3.3 Bn) 

(1.66 

Bn) 5.000% 2.400% 

Net Import Cover of the FOREX 

Reserves 

7.8 

Months 

7.8 

Months 

6.8 

Months 

4.9 

Months 

4.1 

Months 

-15.000%

-10.000%

-5.000%

0.000%

5.000%

10.000%

15.000%

Narrow
Money
Supply

Growth (M1)

Broad
Money

Growth (M2)

Total Credit
Growth

Total
Deposit
Growth

Weighted
Average

OMR
Deposit

Rate

CBO's
Gross

Foreign
Assets

Weighted
Average

OMR
Lending

Rate

Money & Banking



Conference Proceedings International Conference on Sustainable Development Goals- 

Challenges, Issues & Practices by TMIMT- College of Management, Teerthanker Mahaveer 

University, Moradabad 25th & 26th April 2025. TMIMT International Journal (ISSN: 2348-

988X) 

 

13                                                        ICSDG-CIP-2025                            25th- 26th April 2025 

NEER Growth 0.400% 0.400% 4.300% 6.300% 1.300% 

Non-Oil Export Growth 

-

13.300% -6.200% 41.400% 30.200% 1.100% 

Workers Remittance Increases         4.000% 

 

 

The foreign trade and balance of payment data indicate significant fluctuations in Oman's 

economic stability. The Current Account Balance improved significantly in 2022 and 2023, 

moving into a surplus after consecutive deficits from 2019 to 2021. However, the Net Import 

Cover of Foreign Exchange Reserves declined steadily, suggesting reduced external stability. 

Non-oil export growth was highly volatile, peaking in 2021 but slowing in 2023, indicating 

potential market shifts. Meanwhile, NEER (Nominal Effective Exchange Rate) growth 

remained positive, showing exchange rate stability. The rise in workers' remittances in 2023 

reflects stronger labour market performance. Overall, Oman’s external sector shows 

resilience but faces liquidity concerns. 

Output Employment & Prices 

MACROECONOMIC INDICATORS 

Output Employment & Prices 
2019 2020 2021 2022 2023 
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Hydrocarbon Real GDP Growth 0.200% -2.300% 3.800% 

10.200

% 0.400% 

Non-Hydrocarbon Real GDP Growth 0.400% -3.500% 2.600% 1.600% 2.400% 

Nominal GDP Growth 

-

4.300% 

-

17.000% 

16.200

% 

30.000

% -2.800% 

Hydrocarbon Nominal GDP Growth 

-

8.400% 

-

27.300% 

33.100

% 

61.600

% 

-

11.900% 

Non-Hydrocarbon Nominal GDP 

Growth 

-

1.500% 

-

12.000% 8.400% 

16.900

% 1.700% 

Real GDP Growth 

-

0.800% -2.800% 3.100% 4.300% 1.300% 

 

 

The output, employment, and price indicators reveal notable volatility in Oman's economic 

growth. Hydrocarbon GDP growth surged in 2022 but declined significantly in 2023, 

reflecting oil price fluctuations. Non-hydrocarbon GDP growth remained stable but modest, 

indicating a slow pace of diversification. Nominal GDP growth peaked in 2022 but turned 

negative in 2023, suggesting a contraction in economic activity. The hydrocarbon sector 

drove economic growth, while non-hydrocarbon contributions remained weaker. Real GDP 

growth, though positive, slowed in 2023, implying economic stabilization after strong post-

pandemic recovery. Overall, Oman’s economy remains reliant on hydrocarbons, highlighting 

the need for further diversification efforts. 

-40.000%

-30.000%

-20.000%

-10.000%

0.000%

10.000%

20.000%

30.000%

40.000%

50.000%

60.000%

70.000%

Output Employment & Prices



Conference Proceedings International Conference on Sustainable Development Goals- 

Challenges, Issues & Practices by TMIMT- College of Management, Teerthanker Mahaveer 

University, Moradabad 25th & 26th April 2025. TMIMT International Journal (ISSN: 2348-

988X) 

 

15                                                        ICSDG-CIP-2025                            25th- 26th April 2025 

Public Finance 

MACROECONOMIC INDICATORS 

Public Finance 
2019 2020 2021 2022 2023 

% % % % % 

Oil Production Growth -0.800% -1.800% 1.900% 9.600% -1.500% 

Total Revenues Growth -3.300% -19.700% 31.700% 29.300% -13.300% 

Total Expenditures Growth -2.900% -2.200% 3.900% 7.300% -12.900% 

Fiscal Balance (2.6 Bn) (4.4 Bn) 1.2 Bn 1.1 Bn 936 Mn 

Debt to GDP Ratio Growth 55.900% 67.700% 61.300% 40.200% 36.500% 

Oil Price (BBL/USD) Growth -8.700% -27.600% 39.700% 48.400% -13.700% 

 

 

Oman's public finance indicators highlight significant fluctuations in oil-dependent revenues 

and expenditures. Total revenue growth surged in 2021-2022 due to rising oil prices and 

production but contracted in 2023 as oil prices declined. Expenditures followed a similar 

trend, increasing in 2021-2022 and decreasing in 2023, likely as a fiscal consolidation effort. 

The fiscal balance improved after 2021, reflecting better revenue management. Debt-to-GDP 

ratio declined post-2021, suggesting reduced borrowing needs. However, Oman's financial 

stability remains vulnerable to oil price volatility, emphasizing the importance of 

diversification and sustainable fiscal policies to ensure long-term economic resilience. 

7. Challenges and Limitations 
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• Constraints of the fixed exchange rate regime. 

• Dependence on oil revenue and its impact on monetary policy. 

• Challenges in liquidity management and financial sector development. 

• External economic shocks and global financial market fluctuations. 

8. Recommendations for suggestions for future work 

• Enhancing monetary policy flexibility within the fixed exchange rate framework. 

• Strengthening coordination between fiscal and monetary policies. 

• Encouraging financial sector innovation to support economic diversification. 

• Improving transparency and public communication on monetary policy decisions. 

9. Conclusion 

The Central Bank of Oman (CBO) plays a pivotal role in ensuring economic stability through 

its monetary policy tools, including interest rate regulation, money supply control, and credit 

regulations. By analyzing key economic indicators such as inflation, GDP growth, and 

financial sector performance, this study has evaluated the effectiveness of CBO’s policies in 

maintaining price stability, controlling inflation, and ensuring liquidity in the banking sector. 

External challenges such as oil price volatility and global economic fluctuations highlight the 

need for adaptive policy measures. While CBO’s strategies have contributed to economic 

resilience, further enhancements in policy flexibility, coordination between fiscal and 

monetary policies, and financial sector innovation are essential for long-term sustainability. 

Strengthening transparency and communication in policy decisions will also foster investor 

confidence and economic growth. Moving forward, continuous evaluation and strategic 

adjustments will be crucial in achieving Oman Vision 2040’s objectives. 
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