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HBL Pakistan Manufacturing PMI”

Surging inflationary pressures amid war in the Middle
East weigh on operating conditions in April

Output and new orders fall for first time since October
2025

Input prices rise at fastest pace in 20 months

Business confidence at series low

Pakistan's manufacturing sector saw operating conditions broadly stall
at the start of the second quarter.

Firms noted that production levels fell at a modest rate amid a similar
deterioration in new order intakes. Demand conditions were also
reportedly weakened by a renewed fall in export sales - the first in

three months. Firms often linked the decline to the effects of rising raw
material prices due to the war in the Middle East. In fact, manufacturing
input costs were pushed to their highest since August 2024, which
pushed companies to pass expenses on to clients to the greatest

extent in 21 months. Looking forward, the conflict weighed on business
optimism regarding the coming year, as confidence slipped to the lowest
in the series’ two-year history.

The seasonally adjusted HBL Pakistan Manufacturing Purchasing
Managers’ Index™ (PMI®), compiled by S&P Global, fell from 52.9 in
March to 49.9 in April. The latest index reading was the lowest since
October 2025, and indicative of a broad stagnation in the health of the
manufacturing sector.

For the first time in six months, manufacturing production fell in April.
The rate of decrease was modest, and attributed to falling new orders,
supply shortfalls and higher material prices due to the war in the Middle
East.

Moreover, new orders received by Pakistani manufacturers decreased
for the first time since last October, with demand conditions similarly
hampered by the impact of the conflict in the Middle East. That said,
some companies mentioned that electricity load shedding had also
hindered firms’ ability to accept new sales intakes at the start of the
second quarter. International sales also had a negative impact on overall
demand, as new export orders fell for the first time in three months,
albeit only fractionally.

Muted sales also eased capacity pressures on manufacturing firms, as
indicated by steeper depletion in outstanding business.

Higher raw material prices, especially for fuel, were cited as a primary
factor behind surging cost pressures during April. Overall operating
expenses rose at a robust rate that was the fastest since August 2024
and among the strongest in the 24-month series history. In response,
firms looked to pass higher expenses on to clients through a marked
increase in selling prices that was the steepest in 21 months.

Supply constraints were also cited as having constrained the sector’s
performance in April. The average time taken for input deliveries
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Comment

Kumail Chevelwalla at HBL:

"The HBL Manufacturing PMI came in at 49.9 during April 2026, down from
52.9 in the previous month and the first sub-50.0 print since the countrywide
floods in October 2025. In our view, the latest data points to the emergence
of broad-based stagflationary headwinds emanating from Middle East War.

"The Output and New Order Indices were down for the first time in six
months with firms attributing the decline to rising raw material prices from
the impact of the US-Iran war. The downturn also encompassed the external
sector as new export orders fell for the first time in three months, albeit only
fractionally. Manufacturers commented that higher orders due to quality
improvements were mostly offset by the impacts of the war in the Middle
East on key export partners.

"The deterioration in demand translated into lower employment levels and a
notable reduction in work backlogs. Simultaneously, inventory levels fell for
the first time since the start of the year, the sharpest contraction in the series’
history as manufacturers opted to fulfil orders using existing stocks. Input
delivery times lengthened significantly, reaching their highest since January
2025 with anecdotal evidence suggesting that elevated gas and fuel prices,
driven by the Middle East conflict, have strained suppliers’ operating capacity.

"There are clear signs that the surge in fuel costs is feeding into broader
inflationary pressures. Input prices surged to a series high with increased
cost burdens widely linked to higher raw material prices, particularly fuel. In
response, manufacturers opted to raise their own selling prices at the fastest
pace in 21 months.

"Business confidence in the expansion of output fell to a record low, reflecting
uncertainty over the eventual resolution of the conflict and the potential
timing of any easing in inflation. Consistent with the stagflationary signals in
the PMI, the State Bank of Pakistan, in its recent Monetary Policy Committee
meeting, raised the policy rate by 100 bps to 11.5%, defying consensus
expectations. Pakistan thus emerges as one of the first economies to tighten
monetary policy in response to the shock. We view this move as proactive,
given the rising likelihood of a higher for longer oil price environment, and
thus the rate increase will likely anchor inflation expectations and limit
second round inflation follow throughs."
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lengthened sharply on the month and to the greatest extent since
January 2025. Higher fuel and gas prices were often cited as weighing
heavily on supplier capacity, anecdotal evidence showed. At the same
time, input purchases were lowered for the first time in six months,
while holdings of both pre- and post-production inventories also fell on
the month, as goods producers looked to utilise existing stocks amid
difficulties sourcing materials.

Meanwhile, companies continued to express confidence regarding
the year-ahead outlook for output. That said, the degree of optimism
eased from that in March to reach the lowest in the series history
amid concerns regarding longevity of price and supply constraints
stemming from the war in the Middle East. Downbeat expectations
also discouraged hiring activity at Pakistani manufacturers, with
employment levels falling modestly, and for the first time since last
October.

Methodology

The HBL Pakistan Manufacturing PMI” is compiled by S&P Global from responses to questionnaires sent to
purchasing managers in a panel of around 300 manufacturers. The panel is stratified by detailed sector and
company workforce size, based on contributions to GDP. Data collection began in May 2024.

Survey responses are collected in the second half of each month and indicate the direction of change compared
to the previous month. A diffusion index is calculated for each survey variable. The index is the sum of the
percentage of ‘higher’ responses and half the percentage of ‘unchanged’ responses. The indices vary between 0
and 100, with a reading above 50 indicating an overall increase compared to the previous month, and below 50
an overall decrease. The indices are then seasonally adjusted.

The headline figure is the Purchasing Managers’ Index™ (PMI). The PMI is a weighted average of the following
five indices: New Orders (30%), Output (25%), Employment (20%), Suppliers’ Delivery Times (15%) and Stocks
of Purchases (10%). For the PMI calculation the Suppliers’ Delivery Times Index is inverted so that it moves in a
comparable direction to the other indices.

Underlying survey data are not revised after publication, but seasonal adjustment factors may be revised from
time to time as appropriate which will affect the seasonally adjusted data series. For surveys with short data
histories, particularly less than three years, revisions to seasonally adjusted indices are more likely as more
information on seasonal trends becomes available.

For further information on the PMI survey methodology, please contact economics@spglobal.com.

PMI by S&P Global

Purchasing Managers’ Index™ (PMI®) surveys are now available for over 40 countries and also for key
regions including the eurozone. They are the most closely watched business surveys in the world, favoured
by central banks, financial markets and business decision makers for their ability to provide up-to-date,
accurate and often unique monthly indicators of economic trends.
www.spglobal.com/marketintelligence/en/mi/products/pmi
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If you prefer not to receive news releases from S&P Global, please email press.mi@spglobal.com. To read
our privacy policy, click here.

HBL

HBL was the first Pakistani commercial bank to be established in Pakistan in 1947. Over the years, HBL has
maintained its position as the leading private sector bank in Pakistan through its 128,00+ touchpoints,
including 1,700+ branches, 2,300+ ATMs, 45,500+ Konnect by HBL agents (branchless banking platform),
37,600+ QR locations, 40,000+ POS Terminals and 728 IPG Merchants serving over 37 million clients
worldwide. With a presence across major trade zones in the world, the Bank is recognized as the leading
financial institution of the country for its client-centric innovation in financial services.

www.hbl.com

S&P Global

S&P Global (NYSE: SPGI) provides essential intelligence. We enable governments, businesses and
individuals with the right data, expertise and connected technology so that they can make decisions with
conviction. From helping our customers assess new investments to guiding them through ESG and energy
transition across supply chains, we unlock new opportunities, solve challenges and accelerate progress for
the world.

We are widely sought after by many of the world’s leading organizations to provide credit ratings,
benchmarks, analytics and workflow solutions in the global capital, commodity and automotive markets.
With every one of our offerings, we help the world’s leading organizations plan for tomorrow, today.
www.spglobal.com

The intellectual property rights to the data provided herein are owned by or licensed to S&P Global and/or its affiliates. Any unauthorised use, including but not limited to copying, distributing, transmitting or otherwise
of any data appearing is not permitted without S&P Global’s prior consent. S&P Global shall not have any liability, duty or obligation for or relating to the content or information (“Data”) contained herein, any errors,
inaccuracies, omissions or delays in the Data, or for any actions taken in reliance thereon. In no event shall S&P Global be liable for any special, incidental, or consequential damages, arising out of the use of the Data.
Purchasing Managers’ Index™ and PMI® are either trade marks or registered trade marks of S&P Global Inc or licensed to S&P Global Inc and/or its affiliates.

This Content was published by S&P Global Market Intelligence and not by S&P Global Ratings, which is a separately managed division of S&P Global. Reproduction of any information, data or material, including ratings
(“Content”) in any form is prohibited except with the prior written permission of the relevant party. Such party, its affiliates and suppliers (“Content Providers”) do not guarantee the accuracy, adequacy, completeness,
timeliness or availability of any Content and are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the use of such Content. In no event shall
Content Providers be liable for any damages, costs, expenses, legal fees, or losses (including lost income or lost profit and opportunity costs) in connection with any use of the Content.
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