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Emerging markets business confidence remains subdued heading into 2026

Although December PMI data pointed to sustained
improvements in output and new orders across emerging
markets at the end of 2025, companies remained relatively
cautious regarding the outlook for 2026. Business sentiment
has failed to recover from the drop in April 2025, when the
US announced widespread tariffs, with 2025 as a whole
seeing the lowest confidence since comparable data started
being collected in 2012.

The relatively subdued outlook meant that emerging
markets firms continued to cut back on staffing levels at the
end of 2025, with a reluctance to hire a key feature of the
PMI surveys from last year. These limitations on workforce
capacity potentially limit the pace of output growth as 2026
gets underway.

Sentiment in 2025 lowest on record

The PMI surveys compiled globally by S&P Global indicated
that emerging markets business confidence remained
relatively muted at the end of 2025. Although picking up to
a three-month high in December, sentiment was still well
below the average since the series began in 2012. In fact,
the average reading of the PMI’s Future Output Index for
2025 was the lowest annual average on record, even below
that seen over the whole of 2020, when business was
severely affected by the COVID-19 pandemic.
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Confidence in emerging markets has yet to recover the

ground lost when optimism dropped sharply in April 2025
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following the announcement of widespread tariffs by the
US, with sentiment remaining some way below the March
reading through the rest of the year.

Looking at the two principal sectors covered by PMI data,
there were some encouraging signs of improving
confidence in services in December. Here, optimism
strengthened to a nine-month high, driving the
improvement in overall sentiment at the end of 2025. On
the other hand, confidence dipped among emerging
markets manufacturers and was the lowest since June of
last year.

Overall business optimism in emerging markets has also
remained comfortably below that seen in developed
markets at the end of 2025, as has been the case for some
time. In contrast to the emerging markets picture,
sentiment in developed markets recovered to March 2025
levels quickly after the initial drop in April. Recent months
have seen an unusually large deficit of confidence among
emerging markets firms relative to their developed markets
counterparts.
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Across manufacturing, most of the emerging economies
covered by PMI data saw below-average business
sentiment in December. Optimism was particularly weak in
Kazakhstan, where firms face uncertainty around the
impact of a rise in VAT in January, and Mexico, where tariffs
continue to cloud the outlook. Relatively muted optimism
was also seen in Mainland China, India and Russia.



More positively, manufacturers in Thailand were buoyant
regarding the outlook for production in 2026 amid
accelerated growth of output and new orders at the end of
2025. Brazil, Turkey and South Korea also saw relatively
strong confidence heading into 2026.

Emerging Markets manufacturing PMI business confidence in December
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Lack of confidence hits hiring

Subdued confidence among emerging markets companies
contributed to a reluctance among them to take on extra
staff. Employment decreased for the fourth time in the
past five months in December. Although the pace of job
cuts was only marginal, it was still the sharpest since last
January. Over the course of 2025 as a whole, the seasonally
adjusted Employment Index averaged exactly 50.0,
pointing to a year of stagnation in emerging markets
staffing levels.
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Employment was down across both the manufacturing and
services sectors in December. In fact, manufacturing
workforce numbers increased in only two months of 2025

(March and October).

Falling staffing levels overall were recorded in December
despite some positive signs elsewhere in the survey data.
Both new orders and business activity continued to rise,
albeit at slower rates and backlogs of work increased for
the fourth time in the past five months. The latter is
something that would normally lead firms to take on extra
staff to be able to keep on top of workloads.
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Meanwhile, inflationary pressures remained muted, with
input cost inflation easing to a six-month low and output
prices increasing at the same marginal pace as recorded
last November.

The PMI data for January, released at the start of February,
will provide the first indication of whether emerging
markets business confidence has improved with the turn of
the new year, potentially providing the impetus for
companies to take on staff in line with rising workloads, or
whether sentiment will remain subdued, limiting growth.

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

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

- PMI podcasts
- How to subscribe to PMI data



https://www.spglobal.com/marketintelligence/en/mi/Info/0220/subscription-pmi-blog.html
https://www.spglobal.com/marketintelligence/en/mi/Info/0220/subscription-pmi-blog.html
https://www.pmi.spglobal.com/Public/Release/PressReleases
https://www.spglobal.com/marketintelligence/en/mi/research-analysis/pmi.html
https://www.spglobal.com/marketintelligence/en/mi/products/pmi-faq.html
https://www.spglobal.com/marketintelligence/en/mi/videos/pmi-101.html
https://www.spglobal.com/spdji/en/indices/research-analysis/understanding-the-headline-pmi-and-its-subindices.html
https://www.spglobal.com/spdji/en/indices/research-analysis/understanding-the-headline-pmi-and-its-subindices.html
https://www.spglobal.com/marketintelligence/en/mi/research-analysis/third-party-articles-illustrating-pmi.html
https://www.spglobal.com/marketintelligence/en/mi/podcasts/ecr.html?t=Purchasing%20Managers%E2%80%99%20Index%20(PMI)
https://www.spglobal.com/marketintelligence/en/mi/products/pmi.html
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