
�� Forward-looking indicators suggest continued 
momentum in global activity, even as oil prices have 
increased, rising above $108/bbl in mid-September amid new 
strikes on oil supply routes in the Middle East and on oil 
infrastructure in the Russian Federation.

�� Bond yields have surged, with 10-year government bond 
yields reaching multiyear highs across major advanced 
economies in September.

�� Global goods trade expanded by 5.6 percent (y/y) in the 
second quarter of 2026, its fastest pace since 2021, although 
supply chain pressures and trade policy uncertainty remained 
elevated in August.

�� Since conflict in the Middle East erupted in February 
2026, headline inflation has risen in 80 percent of 
economies.

�� Median headline inflation in advanced economies rose 
from 2.0 percent in February to 2.9 percent in July. In 
emerging market and developing economies (EMDEs), 
median inflation picked up from 2.8 percent to 4.0 percent 
over the same period. 

�� Core inflation has also risen in a majority of economies 
since February 2026, albeit to a lesser extent than headline 
inflation.

Sources: Haver Analytics; World Bank.
Note: EMDEs = emerging market and developing economies. Chart shows the median headline 
and core inflation rate in February 2026 and in July 2026 for a consistent sample of 33 
advanced economies and 43 EMDEs. Whiskers show interquartile range.

�� Energy- and metal-exporting economies generally see improved fiscal balances during price booms, whereas agricultural 
exporters tend to spend more, limiting buffer accumulation.

�� Fiscal frameworks have become more widespread: sovereign wealth funds are used most often by energy exporters, 
whereas fiscal rules are more common among metal and agricultural exporters.

�� Sovereign wealth funds appear to support countercyclical spending among energy exporters, and fiscal rules play a 
similar role among metal exporters; however, fiscal rules provide no comparable stabilization among agricultural exporters.
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Monthly Highlights

Global activity: momentum amid uncertainty. Leading 
indicators suggest continued momentum in global activity. The 
global composite PMI rose from 52.7 in July to 53.5 in August, 
its highest reading in 27 months. The index has remained in 
expansionary territory for 43 consecutive months, having last 
fallen below 50 in January 2023. The global services PMI has 
been particularly strong in recent months after recovering from a 
sharp decline in early 2026 (figure 1.A). The employment 
component of the composite PMI reached 51.5, its highest level 
since June 2023. Resilient economic activity was reflected in 
robust investor sentiment, with the Sentix global economic index 
showing investors feeling optimistic about economic conditions. 
This was particularly notable around the assessment of the current 
situation, with the sub-index readings in August and September, 
both at 16.6, the highest recorded since February 2022.

Global trade: firming momentum despite supply chain 
pressures. Growth in global goods trade strengthened to 7.5 
percent (y/y) in June, from 4.9 percent in May, led by strong 
exports from China and other Asian economies (figure 1.B). 
Trade expanded by 5.6 percent (y/y) in the second quarter of 
2026, its fastest pace since the 2021 recovery, driven by strong 
AI-related demand. In August, the manufacturing PMI subindex 
for new export orders rose to 51.4 and the services subindex to 
50.3, both six-month highs, indicating continued trade 
momentum. Advanced economies led the improvement in 
manufacturing orders, with the index reaching its highest level 
since February 2022, while EMDEs led the pickup in services. 
Trade remained resilient despite elevated trade policy uncertainty 
and supply disruptions related to conflict in the Middle East and 
weather-related delays in Asia. Global supply chain pressures also 
remained elevated in August, reflecting long supplier delivery 
times and high ocean freight rates.

Commodity markets: rising prices. Commodity prices increased 
by 6 percent (m/m) in August, primarily because of higher energy 
prices, and remained under upward pressure in September. Brent 
crude rose above $108/bbl in mid-September, its highest level 
since May and up from about $80/bbl in early August (figure 
1.C). Renewed conflict between the United States and the Islamic 
Republic of Iran, Houthi attacks on Red Sea supply routes, and 
strikes on Russian infrastructure heightened supply concerns and 
drove up prices, particularly for diesel. European natural gas 
prices continued to rise in September after increasing by 17 
percent (m/m) in August, amid concerns about supply 
disruptions, geopolitical tensions, and below-seasonal-average 

FIGURE 1.A Global PMIs

FIGURE 1.B Growth in goods exports, June 2026

FIGURE 1.C Brent crude price

Sources: Haver Analytics; CPB Bureau for Economic Policy Analysis; Bloomberg; 
World Bank.
Note: AEs = advanced economies; EMDEs = emerging market and developing 
economies.
A. Purchasing managers' index (PMI) readings above (below) 50 indicate expansion 
(contraction). Last observation is August 2026.
B. Regional aggregates are based on the CPB Netherlands Bureau for Economic 
Policy Analysis classification. The figure shows year-on-year growth in goods export 
volumes. Last observation is June 2026.
C. Two-day moving average of Brent front month futures price. Last observation is 
September 23.



FIGURE 2.A Decomposition of U.S. 10-year nominal 
yields

FIGURE 2.B EMDE capital flows

FIGURE 2.C U.S. inflation and gasoline price

Sources: FRED (database); IIF (database); World Bank.
Note: A. Real yield is the 10-year TIPS yield and breakeven inflation is the difference 
between the 10-year nominal yield and the real yield. Last observation is September 
21, 2026.
B. Panel shows net portfolio inflows and outflows. Last observation is August 2026.
C. Headline inflation is shown in percent change year-on-year, while gasoline prices 
are a weighted average in dollars per gallon of regular gasoline based on sampling 
of approximately 900 retail outlets. The gap in the data in October 2025 is due to the 
federal government shutdown. Last observation is August 2026.

inventories. Agricultural prices also rose in early September after 
gaining about 1.7 percent (m/m) in August, against a backdrop of 
concerns about an exceptionally strong El Niño and escalating 
attacks on Black Sea ports and grain infrastructure. Metal prices 
also increased, as global supply uncertainty and geopolitical 
concerns supported tin and copper prices, which rose by 4.6 
percent and 6.0 percent, respectively, in August; production 
disruptions in China also contributed to zinc prices reaching a 
four-year high.

Global financial conditions: rising borrowing costs. Long-term 
bond yields in advanced economies continued to rise in 
September, reaching multiyear highs. In the United States, the 
increase in long-term yields this year has been driven by rising real 
yields, while breakeven inflation rates have remained broadly 
stable (figure 2.A). The Bank of Japan, the European Central 
Bank, and the Federal Reserve all raised policy rates in September 
in response to inflationary pressures. Equity markets and 
currencies in EMDEs have remained largely resilient, although 
the renewed escalation of the conflict led to pockets of weakness, 
particularly in Asia. Debt and equity flows to EMDEs were 
muted in July and August as investors weighed geopolitical 
uncertainty against the relative attractiveness of EMDE assets 
(figure 2.B).

United States: powering ahead. Despite geopolitical and policy 
uncertainty and sharp swings in commodity prices, the U.S. 
economy remained resilient in the second quarter of 2026. 
Consumption growth rebounded to 3.4 percent (q/q saar), and 
strong investment helped lift growth in final domestic demand to 
3.3 percent. Nevertheless, overall GDP growth was 1.5 percent in 
2026Q2, as net exports and inventories subtracted 1.8 percentage 
points from growth. More recent data have been mixed. U.S. 
personal consumption expenditures were flat in July, while the 
labor market showed unexpected resilience in August: nonfarm 
payrolls increased by 162,000, with private industries accounting 
for 127,000 of the gain. Other high-frequency indicators pointed 
to a robust recent pickup in activity, with the U.S. September 
flash PMI jumping to 58.4, a level last seen in mid-2021, when 
the economy was rebounding from the pandemic shock. 
Consumer inflation remained elevated at 3.4 percent in August, 
as resurgent gasoline prices raised consumer energy costs (figure 
2.C).

Other advanced economies: signs of further firming. In the 
euro area, growth accelerated to 2.6 percent (q/q saar) in the 
second quarter of 2026, supported by exports and consumption 
despite a contraction in investment. Spain continued to 
outperform other large European economies, while France 



returned to modest growth after contracting in the first quarter 
(figure 3.A). Euro area consumer confidence edged down in 
September, interrupting an upward trend that had been in place 
since confidence fell to a record low in April. The services PMI 
moved firmly into expansionary territory over the summer after 
remaining below 50 throughout the second quarter, while 
manufacturing conditions continued to improve through 
September. In Japan, upward revisions showed that second-
quarter GDP expanded by 1.4 percent (q/q saar), as strong net 
exports offset weak private consumption and a second consecutive 
quarterly decline in investment. Japan’s manufacturing and 
services PMIs both remained comfortably in expansionary 
territory in August, while improving consumer confidence and 
retail sales suggested that consumption may be gaining 
momentum.

China: trade acceleration. Export and import growth 
strengthened in August to 25 percent (y/y) and 28 percent (y/y), 
respectively, driven by strong AI-related demand for high-tech 
products and intermediate inputs used in their production (figure 
3.B). The official manufacturing PMI edged up to 49.8 in August 
from 49.2 in July but remained in contractionary territory, as 
strength in high-tech manufacturing was offset by weakness in 
energy-intensive industries and consumer goods. The non-
manufacturing PMI was unchanged at 49.0 in August, as the 
services and construction subcomponents remained weak. 
Consumer price inflation rose to 0.8 percent (y/y) in August from 
0.5 percent in July, reflecting renewed pressure from higher 
global oil prices.

Other EMDEs: inflation pressures. Since conflict in the Middle 
East  erupted in February, headline inflation has trended upward 
in many EMDEs, although developments have varied across 
countries. Core inflation has also risen in most economies, but by 
less than headline inflation. Oil-exporting EMDEs have not been 
immune to these pressures, although outcomes have again varied 
across economies (figure 3.C). The composite PMI for EMDEs 
excluding China rose to 53.0 in August from 51.9 in July. 
Developments in the largest economies in this group were mixed. 
In Brazil, the composite PMI remained in contractionary territory 
but edged up to 49.1 from 48.8 in July. In India, the composite 
PMI was unchanged at 54.3. Russia recorded its first 
expansionary reading in six months, with the index rising to 50.6 
in August from 49.6 in July.

FIGURE 3.A Quarterly GDP growth in major 
economies

FIGURE 3.B China goods trade growth

FIGURE 3.C Changes in headline inflation in EMDEs 
between February 2026 and July 2026

Sources: Haver Analytics; World Bank.
Note: EMDEs = emerging market and developing economies. 
A. Chart shows annualized real growth for selected economies in indicated quarters.
B. Year-on-year change of value of goods exports and imports in U.S. dollars. Last 
observation is August 2026.
C. Chart shows the changes in headline inflation between February 2026 and July 
2026 for a sample of 41 EMDEs. The smaller sample relative to the Chart of the 
Month is due to the exclusion of China, in line with the focus of this subsection, and 
the Islamic Republic of Iran, due to an outsized conflict-related inflation increase.



Commodity price volatility makes prudent fiscal management 
essential for commodity exporters. The oil price shock triggered 
by the conflict in the Middle East underscores how quickly fiscal 
outlooks in commodity exporters can change. For governments 
benefiting from higher energy prices, the immediate windfall can 
create room for priority public investment, but it can also fuel 
spending commitments that may be difficult to unwind when 
prices fall. Sudden shocks, however, are only part of the fiscal 
challenge. Less visibly, commodity prices move through multiyear 
booms and slumps that repeatedly reshape public revenues across 
commodity exporters. These cycles may move in tandem across 
energy, metals, and agricultural commodities, but each group has 
distinct turning points and degrees of volatility. Governments 
therefore need policies that help manage commodity-related 
revenues through these shifts by saving in good times and 
protecting essential spending when conditions worsen.

Fiscal outcomes over commodity price cycles differ sharply 
across exporter groups. The June 2026 Global Economic 
Prospects report shows that energy-exporting EMDEs generally 
strengthen their fiscal positions during booms: the median 
primary balance improves by about 0.9 percentage point of GDP 
per year, compared with a deterioration of 1.1 percentage points 
during slumps (figure 4.A). These large swings reflect the 
economies’ heavy reliance on commodity-related revenues, which 
rise rapidly with energy prices and weaken sharply when prices 
fall. Spending growth across energy exporters remains broadly 
stable over the cycle, indicating some restraint during booms and 
helping preserve room to spend when commodity prices weaken 
(figure 4.B). Metal-exporting EMDEs follow a similar but less 
pronounced pattern. Their primary balances improve by about 
0.4 percentage point of GDP during booms and weaken by 0.3 
percentage point during slumps, consistent with their lower—
though still substantial—dependence on commodity income. 
Their spending pattern is more countercyclical, however: real 
primary expenditure grows by 4.2 percent during booms and 5.5 
percent during slumps. Agricultural-exporting EMDEs fare less 
well. Revenue gains in good times are largely absorbed by faster 
spending growth, leaving primary balances broadly unchanged 
across booms and slumps. Real primary expenditure grows by 6.0 
percent during booms, compared with 4.2 percent during slumps, 
limiting the accumulation of buffers.

Commodity exporters have strengthened their fiscal 
frameworks using multiple instruments. Commodity exporters 
have increasingly adopted two types of instruments: fiscal rules, 
which set numerical limits on fiscal variables to reinforce 

FIGURE 4.A Change in primary balance

FIGURE 4.B Primary expenditure growth

FIGURE 4.C Fiscal frameworks in commodity 
exporters

Sources: Alonso et al. (2025); International Monetary Fund; World Bank.
Note: EMDEs = emerging market and developing economies; SWF = sovereign 
wealth fund. ***, **, and * denote differences between boom and slump episodes that 
are statistically significant at the 1, 5, and 10 percent levels, respectively, based on a 
non-parametric k-sample test. A boom in commodity markets is defined as a trough-
to-peak rise in commodity prices; a slump is a peak-t-trough decline. Refer to the June 
2026 Global Economic Prospects report for details on the identification of commodity 
price booms and slumps. 
A.-B. Panels shows median changes in fiscal variables during commodity price 
booms and slumps. Sample includes 34 energy exporters, 24 metal exporters, and 37 
agriculture exporters.
C. Panel shows the share of countries that have adopted SWFs and fiscal rules. 
Sample includes 35 energy-exporting EMDEs, 25 metal-exporting EMDEs, and 38 
agricultural-exporting EMDEs.
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discipline and safeguard debt sustainability; and sovereign wealth 
funds (SWFs), which channel public revenues into dedicated 
funds to promote saving and curb immediate spending pressures. 
Since 2000, the number of commodity exporters with at least one 
fiscal rule has risen from 16 to 50, while the number with an 
operational SWF has tripled to 54. Preferred instruments, 
however, differ across groups. Energy exporters overwhelmingly 
favor SWFs: by 2024, 83 percent had one, reflecting the scale and 
concentration of hydrocarbon revenues (figure 4.C). Metal 
exporters rely more heavily on fiscal rules, which have been 
adopted by nearly 60 percent of countries. Agricultural exporters 
also favor fiscal rules over SWFs, but both instruments remain 
less prevalent than among energy and metal exporters.

The benefits of fiscal instruments are concentrated among 
energy and metal exporters. Among energy exporters, the 
broadly stable spending pattern for the group masks a sharp 
divide. Countries with SWFs exhibit countercyclical spending: 
median real primary expenditure growth is significantly lower 
during commodity price booms than during slumps (figure 5.A). 
This pattern is consistent with the intended role of SWFs—saving 
resource revenues rather than converting them into recurrent 
spending commitments. In countries without SWFs, however, 
spending growth is procyclical, reaching 5.8 percent during boom 
years and only about half that rate during slumps. Metal exporters 
show a comparable pattern around fiscal rules. Where rules are in 
place, expenditure growth is 3.1 percent during booms, compared 
with 5.8 percent during slumps (figure 5.B). Exporters without 
rules show flatter spending growth across the cycle. Agricultural 
exporters, by contrast, show no comparable stabilization. Even 
where fiscal rules are in place, primary spending grows by 6.2 
percent during booms but only 3.9 percent during slumps—an 
even more procyclical pattern than in countries without rules 
(figure 5.C).

The key policy lesson is that fiscal institutions must guide 
policy makers’ decisions rather than simply exist on paper. 
Fiscal frameworks should help governments resist political 
pressure to turn temporary revenue windfalls into permanent 
spending commitments—and impose meaningful consequences 
when governments fail to do so, whether through automatic 
corrective actions or the reputational and political costs of visible 
non-compliance. SWFs and fiscal rules appear to play this role 
among energy and metal exporters, respectively, but the broader 
experience of agricultural exporters illustrates that formal 
adoption does not automatically translate into fiscal discipline. 
Clear operational guidance, transparent reporting, independent 
oversight, and credible enforcement are needed to turn formal 
frameworks into effective constraints. Because commodity cycles 
are unavoidable, the payoff is greater fiscal space to protect 
priority spending when revenues fall.

FIGURE 5.A SWFs and primary expenditure growth 
in energy exporters

FIGURE 5.B Fiscal rules and primary expenditure 
growth in metal exporters

Sources: Alonso et al. (2025); Global SWF; International Monetary Fund; World Bank.
Note: EMDEs = emerging market and developing economies; SWF = sovereign wealth 
fund. ***, **, and * denote differences between boom and slump episodes that are 
statistically significant at the 1, 5, and 10 percent levels, respectively, based on a non-
parametric k-sample test. A boom in commodity markets is defined as a trough-to-
peak rise in commodity prices; a slump is a peak-t-trough decline. Refer to the June 
2026 Global Economic Prospects report for details on the identification of commodity 
price booms and slumps. 
A. Panels show median primary expenditure growth during commodity price booms 
and slumps. Results distinguish between commodity exporters with and without 
SWFs. Sample includes 33 energy-exporting EMDEs.
B.-C. Panels show median primary expenditure growth during commodity price booms 
and slumps. Results distinguish between commodity exporters with and without fiscal 
rules. Sample includes 24 metal-exporting EMDEs and 37 agricultural-exporting 
EMDEs.
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