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Emerging markets

Emerging market confidence wanes despite a faster rise in output

Emerging market growth accelerated in June, according to
the latest PMI data. A renewed rise in manufacturing
production, attributed partly to stock-building efforts ahead
of the tariff deadline in July, helped to offset a slowdown in
the pace of services activity growth.

Meanwhile the Future Output Index reflected subdued
optimism among emerging market businesses ahead of
threatened tariff hikes, thereby indicating a more uncertain
outlook following the June acceleration in output growth.
Employment had also nearly stalled among emerging
markets with little interest in hiring despite the uptick in the
pace of business activity growth. Additionally, selling prices
increased only marginally as cost pressures eased amid
intense competition in June.

Emerging markets growth accelerates
alongside developed economies

The PMI surveys compiled globally by S&P Global indicated
that emerging markets continued to expand at the end of
the second quarter. The GDP-weighted Emerging Market
PMI Output Index posted 51.7 in June, up from 50.9 in May.
This extended the period of expansion that commenced in
January 2023. Despite picking up from May, the rate of
expansion in June was below the average in the first five
months of the year.

The improvement in growth pace was not exclusive to
emerging markets as developed economies’ output growth
also accelerated during June. Overall, the latest data
across both developed and emerging market was
associated with another boost for manufacturers from the
completion of orders ahead of the planned higher US
tariffs deadline (July 9™) rather than being viewed as
nascent signs of recovery. This had been evident on a
global level with the manufacturing upturn driven partly by
unusually high inventory building in the US amid tariff
worries. Meanwhile services activity remained in expansion
across both emerging and developed markets to aid in the
overall rise in services activity, albeit with the rates of
growth slowing since May.
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Data compiled July 2025 including PMI data to June.
PWMI (Purchasing Managers' Index) 50 = no change on prior month.
Source: S&P Global PMI with J.P. Morgan, S&P Global Market Intelligence.
© 2025 S&P Global.

Manufacturing rebound counters
softening of services growth pace

By sector across the emerging markets, both
manufacturing and service sectors recorded almost
comparable rates of growth amid a convergence in
conditions.

After posting the first fall in production in two-and-a-half
years in May, emerging market manufacturing output
returned to growth. The rate of expansion was modest but
close to the rates of growth seen in the first four months of
2025. This was triggered by a renewed, though marginal,
rise in new orders. Firms also worked through their existing
orders, as evidenced by a third successive monthly
reduction in the volume of outstanding orders as the
completion of orders were rushed ahead of the looming
tariffs deadline in early July.

Alook into global sector data further emphasised the
potential short-term nature of the latest boost to the
goods producing sector, as the performance of the basic
materials sector (crucial for economic development and
typically linked to changes in economic cycles) remained
subdued. In contrast, technology and industrials were the
key manufacturing industries to record higher outputin
June with firms, especially in the US, accumulating
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inventories with risk of higher tariffs in the upcoming
months.

Meanwhile, the emerging market service sector has started
to appear less resilient in June as activity growth softened
to the slowest pace in nine months. The rate at which
services new business increased had also eased since May
with exports falling for a second successive month - the
longest stretch seen since August 2022.

Emerging markets output
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Data compiled July 2025 including PMI data to June.

PMI (Purchasing Managers' Index) value of 50 = no change on prior month.
Source: S&P Global PMI with J.P. Morgan, S&P Global Market Intelligence.
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India leads growth by a wide margin
while mainland China output rises
modestly in June

Major emerging economies, output (manufacturing & services)
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Data compiled July 2025 including PMI data to June.
PMI (Purchasing Managers' Index) 50 = no change on prior month.
Source: S&P Global PMI, Caixin, HSBC.
© 2025 S&P Global.

The number of major ‘BRIC’ emerging market economies
posting output expansions remained at two in June, albeit
with mainland China replacing Russia with a modest rise in
activity.

India continued to lead the emerging market expansion by
a wide margin. The rate at which output rose was the
fastest in 14 months, supported by quicker expansions in
both the manufacturing and service sectors. Growth was
particularly steep in the manufacturing sector, as export
orders, especially from the US, surged.
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Meanwhile, business activity growth renewed in mainland
China following the first contraction in nearly two-and-a-
half years back in May. This was mainly attributed to a
renewed rise in manufacturing output while services
activity growth slowed. The average pace of production
growth in the second quarter notably paled in comparison
to the first quarter of the year, even with the acceleration
in growth rate to a one-year high in June.

On the other hand, a renewed fall in Russian private sector
output was observed amidst a steep drop in manufacturing
production and the first contraction in services activity
since last June.

Finally, Brazil recorded a sharper downturnin June. The
rate of deterioration was the strongest since January and
characterised by quicker drops in both manufacturing
output and services activity. A visible worsening of export
demand contributed to the decline in manufacturing
conditions in June.

Business confidence eases in June

While the acceleration in emerging market business activity
growth was deemed to remain stock-building driven in
June, alluding to the risk of a hangover into the second half
of the year, the only sentiment-based PMI subindex, the
Future Output Index, further told of uncertainty regarding
growth in the coming months. Specifically, expectations
regarding output in the next 12 months eased since May to
signal that emerging market firms are among the least
upbeat since the pandemic peak in early 2020. Confidence
levels among service providers matched that of
manufacturers, with the former being the joint-lowest in
five years.

Concurrently, employment growth softened to a fractional
levelin June despite a quicker rise in output, reflecting
apprehension regarding hiring. This was ahead of
additional tariff updates observed at the start of July,
which may well add to uncertainty for emerging markets in
the months ahead.
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Data compiled July 2025 with PMI data to June.
PWI index value of 50 = no change on prior month
Source: S&P Global PMI.
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Softest rise in emerging market selling
prices in nearly five years

Lastly, price pressures further eased across emerging
markets in June, contrasting with US-buoyed price inflation
for developed economies. The rates of input cost and
output price inflation across emerging markets dipped to
the lowest in 60 and 59 months respectively, signalling
muted rise in prices. Anecdotal reasons revealed that the
softening of inflationary pressures stemmed from a lack of
demand pressure. In fact, average output prices in the
emerging market manufacturing sector declined for a
second consecutive month in June. Although marginal, the
rate of discounting for goods was the most pronounced in
nearly two years, further reflecting the intense competition
among manufacturers.

Overall, the latest price trend again indicated a lack of
inflationary pressures in the emerging market and thereby
provide scope for regional central banks to further ease
rates in view of risks of greater pressure on growth from
trade policy uncertainty in the months ahead.

Developed vs emerging markets prices
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Data compiled July 2025 including PMI data to June.

PMI (Purchasing Managers' Index) 50 = no change on prior month.
Source: S&P Global PMI with J.P. Morgan, S&P Global Market Intelligence.
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Links to more resources

— Sign up to receive updated commentary in your
inbox here.

— Calendar of upcoming PMI releases

- Running commentary on the PMI survey findings

— PMI Frequently Asked Questions

- Background to the PMIs (video)

- Understanding the headline PMI and its
various subindices

- PMI data use-case illustrations, from nowcasting to
investment strategy

- PMI podcasts
- How to subscribe to PMI data

Asia-Pacific
+852-2533-3565
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