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The BLOM Lebanon PMI rose to 50.5 in September, from 50.1 in August, marking the fourth consecutive month of expansion and signaling a faster improvement in private sector activity. The month was shaped by a mix of gradually improving domestic conditions and continued regional uncertainty. By mid-September an IMF mission visited Lebanon and welcomed progress on budget management and amendments to the Bank Resolution Law, while discussions continued around the Financial Stabilization and Deposits Recovery Law and a possible future IMF-supported program. Similarly, the government advanced its 2027 draft budget, which targets a balanced fiscal position and introduces stronger tax compliance and digital administration measures, adding to broader efforts to restore confidence in the economy. Furthermore, output and new orders recorded their strongest growth since February, largely supported by the domestic market, while exports remained constrained by the Middle East conflict. Firms nevertheless stayed cautious, reducing employment and purchasing activity, while higher fuel, food, construction material, shipping and insurance costs pushed input inflation to a three and a half year high. Business expectations improved to their least pessimistic level since February, suggesting some easing in sentiment despite persistent uncertainty.
Moving to economic indicators, according to the Central Administration of Statistics, Lebanon’s annual inflation rate rose to 16.66% in August 2026 from 15.69% in July, reflecting renewed price pressures amid continued economic and security uncertainty. The sharpest yearly increases were recorded in recreation and culture, education, old rent, and water, electricity, gas and other fuels. The latter rose by 32.06% YoY and 7.15% MoM, highlighting continued pressure on essential household costs. On a monthly basis, the overall CPI increased by 1.4% in August.
As per the Lebanese Customs Administration, Lebanon’s cumulative trade deficit widened by 8.83% YoY to $10.2B by July 2026, as imports rose by 4.15% while exports fell by 16.55%. The widening deficit reflected the lingering impact of the conflict on production and export capacity, following disruptions to agriculture, supply chains and transport activity. At the same time, the June ceasefire supported a gradual recovery in domestic demand and encouraged businesses to replenish inventories, which supported imports. However, exports remained under pressure from regional instability and elevated shipping costs despite the reopening of the Saudi market to Lebanese products. China, Greece and Switzerland remained the main import sources, while Switzerland, the UAE and Turkey were the leading export destinations.
Furthermore, according to the Association of Banks in Lebanon, the total number of cleared checks fell by 37.17% YoY to 46,210 by August 2026, while their value declined slightly in Lebanese pounds and by 39.05% in foreign currency. Cleared checks in both LBP and foreign currencies also dropped sharply in volume, bringing the dollarization rate down to 4.02%. Returned checks decreased by 41.90% YoY to 233, although their value in local currency increased. Meanwhile, checks issued from fresh accounts reached 121,431, including 88,862 USD checks worth $1.12B and 32,569 LBP checks worth LBP 47,864B. This reflects the continued shift toward fresh-account clearing under BDL Circular 165, aimed at reducing cash dependence and supporting formal payment activity.
Moreover, the cumulative activity at Rafic Hariri International Airport declined by 24.17% YoY to 3.58M passengers by August 2026, as the conflict continued to weigh on travel demand and airline activity. Arrivals and departures both fell, while transit passengers increased from a low base. In August alone, passenger activity dropped 10.04% YoY but rose 15.78% MoM as flight operations gradually resumed and travel conditions improved.
Based on market sources, Lebanon’s cumulative car market increased by 23.32% YoY to 9,885 vehicles by August 2026. However, monthly sales fell by 18.62% to 1,521 cars in August, reflecting weaker demand amid challenging economic conditions. Japanese cars held the largest market share at 36%, while Toyota, MG and Hyundai were the leading sellers. Non-gasoline vehicles totaled 437 cars, mainly hybrids. Despite the improvement in registrations, the market remains well below 2019 levels due to weak purchasing power and limited financing options.
On the monetary front, Lebanon’s Balance of Payments recorded a cumulative deficit of $2.32B by July 2026, compared to a surplus of $8.92B a year earlier. BDL’s net foreign assets fell by $3.29B, while those of commercial banks increased by $967.7M. In July alone, NFAs improved at both BDL and commercial banks, rising by $367.9M and $168.8M respectively. The monthly improvement in banks’ NFAs was supported by higher claims on non-residents, foreign assets and securities holdings.
Alongside that, according to Banque du Liban, total assets declined by 1.52% YoY to $93.12B by mid-September 2026. The gold account rose by 17.05% to $39.32B, while foreign reserve assets fell by 2.97% YoY to $11.5B and declined by $86.99M during the first two weeks of September. On the liabilities side, financial sector deposits decreased by 5.40% to $79.9B, while public sector deposits increased by 30.72% to $10.5B. Currency in circulation outside BDL also fell by 23.74% annually to $634.9M.
In parallel, according to Lebanon’s consolidated commercial banks’ balance sheet, total assets declined by 2.18% YoY to $100.42B in July 2026. Currency and deposits with BDL, which represented nearly 75% of total assets, fell by 4.69%, while claims on resident customers declined by 7.79%. On the liabilities side, resident customer deposits decreased by 4.50% to $63.5B, mainly due to lower foreign currency deposits. Meanwhile, claims on the non-resident financial sector rose by 9.56%, and capital accounts increased by 12.59% YoY to $5.4B.
Moreover, Lebanon’s cumulative construction permits fell by 32.47% YoY to 3,315 by July 2026, mainly due to project delays following the February conflict, continued Israeli strikes and higher construction, transport and insurance costs. Activity declined across most governorates, particularly North Lebanon, Nabatiye and South Lebanon, while Beirut and Mount Lebanon recorded a rebound. Meanwhile, the cumulative construction area authorized by permits fell by 15.33% to 3.71M sqm.
In addition, cumulative container activity at the Port of Beirut rose by 7.60% YoY to 542,036 TEU by July 2026, supported mainly by a 29.23% increase in transshipment activity. The rise reflected sustained trade flows and relatively calmer security conditions, which helped cargo handling and regional shipping operations. However, total activity fell by 28.13% MoM in July to 70,399 TEU, partly due to normalization from June’s stronger activity. Ongoing military activity in southern Lebanon and broader regional tensions continued to weigh on shipping conditions and external trade flows.
Meanwhile, according to the General Directorate of Land Registry and Cadastre, cumulative real estate transactions reached 34,083 deals valued at $3.70B by August 2026. In August alone, 5,145 transactions were recorded worth $496.84M, down 11.64% YoY and 3.07% MoM. The annual decline reflected heightened uncertainty and weaker investor confidence following the renewed Israel-Hezbollah conflict. Beirut captured the largest share of transaction value at 23.54%, followed by Baabda and Metn.
On a separate note, in “Is VAT in Lebanon a Progressive or Regressive Tax?” we examine how the burden of Value-Added Tax (VAT) is distributed across income groups in Lebanon. Findings show that VAT is relatively progressive in the short term, as the tax burden rises from 4.82% of income for the lowest earners to 6.36% for the highest, mainly because poorer households spend more on exempt essentials while wealthier households consume more taxable goods and services. Average monthly VAT payments also rise sharply from $20.80 for the lowest-income households to $351.78 for the highest. While broader exemptions and differentiated VAT rates could improve fairness, such reforms would be administratively demanding. In the longer term, Lebanon’s tax system requires wider restructuring centered on stronger income taxation, improved administration and reduced tax evasion.
In a related development, the paper “IMF Delegation Wraps up Lebanon’s Visit”, the IMF assessed Lebanon’s economic conditions and reform progress during its September 15-18, 2026 mission. The economy is expected to contract in 2026, while inflation remains in double digits and the current account deficit has widened amid higher energy costs and conflict related damage. The IMF welcomed progress in budget management and amendments to the Bank Resolution Law, while stressing the need to advance the financial gap law and protect depositors. It also called for stronger tax compliance, implementation of the planned VAT increase, better control of spending and greater support for displaced persons. The Fund reaffirmed its support for Lebanon’s reform agenda and continued engagement toward a potential IMF arrangement.
More broadly, in “Beyond Paper Promises: Lebanon’s Fiscal and Economic Reform Program Structural Bottlenecks”, Lebanon’s recovery depends on coordinated financial, fiscal and economic reforms. Priorities include banking-sector restructuring, better tax collection, more efficient public spending, electricity reform and stronger private-sector participation. The article also highlights digitalization and closer economic ties with Arab countries as key growth drivers. Ultimately, lasting recovery depends on implementation, political commitment, security and continuity across governments.
Turning to banking sector reforms, in “The New Bank Restructuring Law: IMF Amendments and Main Features”, the 2026 amendments strengthened Lebanon’s bank restructuring framework following IMF recommendations, with greater depositor protection, clearer institutional responsibilities and stronger conflict of interest safeguards. The Higher Banking Commission was given a more defined role in assessing, restructuring or liquidating troubled banks, while viable banks may be recapitalized, merged or have assets and liabilities transferred. Losses are to follow a clear hierarchy beginning with shareholders, while broader loss-sharing remains linked to the upcoming financial gap law. The amendments also reinforced accountability and clawback mechanisms and shortened the appeal period from 30 to 10 days, with implementation remaining the key test for restoring confidence in the banking sector.
On the fiscal front, “Lebanese Government’s Draft Budget 2027: Figures and Main Measures”, the draft targets a balanced budget of $6.87B in revenues and expenditures, 14.2% higher than the 2026 budget, with taxes on goods and services accounting for the largest revenue share. The Ministry of Finance expects actual revenues of about $6.95B and expenditures of $6.09B, implying a budget surplus of roughly $900M. Key measures include broader tax disclosure, changes to real estate and VAT rules, stronger tax compliance, digital tax administration and higher administrative fees. The draft also centralizes port revenues and keeps public wages and pensions unchanged. However, the final outcome remains vulnerable to wage pressures and any renewed escalation in the conflict.
From a broader economic perspective, in “WB: From a 4% Projected Growth to a 6.4% Contraction in 2026”, the World Bank revised Lebanon’s 2026 outlook sharply downward, from 4% growth to a 6.4% contraction, as renewed conflict reversed the stabilization seen in 2025. Fiscal pressures, higher energy costs, weaker trade, declining reserves and double-digit inflation have all intensified, while the banking system remains impaired despite progress on restructuring laws. The 2025 rebound had been largely consumption- and tourism-led, making it particularly vulnerable to renewed security shocks. Ultimately, the outlook shows that reform progress alone cannot sustain recovery without lasting security and political stability.
Furthermore, in “Ministry of Finance Issues a Decision Related to Settlement of Taxes in Foreign Currency Via POS”, the Ministry of Finance introduced a mechanism allowing taxpayers to settle LBP-denominated taxes, fees and fines in U.S. dollars through POS terminals. Payments are converted using BDL’s official closing exchange rate from the preceding day, with the rate electronically recorded and monitored by the Ministry. The system also ensures receipts and accounting records reflect both the LBP amount and its USD equivalent. The measure formalizes an official channel for the Treasury to collect taxes in dollars and adapts tax collection to the widespread use of foreign currency in Lebanon.
Looking beyond Lebanon, in “Strait of Hormuz Conflict Sends Global Economic Shockwaves across Energy, Trade and Growth”, the conflict disrupted one of the world’s most important energy routes, sharply raising oil, gas, freight and insurance costs and transmitting inflationary pressures across the global economy. The impact has been uneven, with energy-importing and lower-income economies facing greater pressure while energy exporters and economies with stronger domestic energy or technology sectors proved more resilient. Global growth is projected at around 3.0% in 2026 and 2.9% in 2027, while world trade growth slows to 3.5% in 2026. Even if a durable settlement allows energy flows to recover, logistics, insurance and prices are expected to normalize more slowly, making a full return to pre-war conditions a gradual 2027-2028 process.
Lastly, in “Decision 773: BDL Tightens Oversight on Banks Investing in Startups and VCs”, Banque du Liban introduced stricter rules for banks’ startup and venture capital investments, including a 2% cap on management fees and tighter reporting requirements. Banks must submit detailed quarterly information on investments, financial performance, fees and exit plans, while major decisions affecting BDL-funded investments require prior Central Bank approval. The decision also strengthens governance, oversight and conflict of interest controls to better protect invested funds. BDL will no longer grant new loans or facilities under the amended framework.
In conclusion, September’s PMI suggests that Lebanon’s private sector is maintaining momentum, but the quality of the recovery remains fragile. The improvement continues to rely heavily on domestic demand, while export weakness, softer hiring and cautious purchasing decisions point to limited confidence beneath the headline expansion. At the same time, the sharp rise in operating costs risks squeezing margins and feeding further into selling prices, which could eventually restrain demand if these pressures persist. Looking ahead, the gradual improvement in business expectations is encouraging, especially as sentiment reached its strongest level since February. However, a more durable recovery will require broader-based growth beyond the domestic market, alongside greater stability in regional trade conditions and some easing in fuel, shipping and insurance costs. Until then, private-sector activity is likely to remain positive but vulnerable to renewed external shocks.
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Output and New Orders Rise at Fastest Rates since February
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