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This report analyzes expectations of business growth during the second semester
(July-December) of 2026, assuming that the ceasefire is holding but no final resolution
to the war. Following two earlier surveys, this survey brings the final tally of losses and
challenges suffered by businesses outside the war-torn areas. It covers mostly Beirut
and Mount Lebanon, and some areas not directly impacted by the war in Beirut and
Mount Lebanon. Excluded are areas that needed to partially or totally evacuate such
as the Southern suburbs of Beirut (Dahieh) and the South.
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Executive Summary

The survey points to a broad business shock driven primarily by operational and
market disruptions rather than direct physical destruction. The dominant pattern
among active firms is operation below normal capacity, as the conflict has
weakened commercial activity through demand collapse, cost inflation, logistics
constraints, and cash flow strain.

Assuming a ceasefire holds, the forward-looking outlook reveals a clear
divergence in business confidence across key economic sectors. While the
threat of further contraction has largely subsided, the anticipation of a recovery
is heavily led by the service sector, where most businesses expect sales to
rebound. In contrast, industrial and retail operators remain much more cautious,
with the majority expecting their activities to merely stabilize. This uneven
sentiment suggests that any impending recovery will not be felt equally across
the economy.

Revenue losses represent the clearest indicator of distress. A clear majority
of firms reported lower revenue in the first semester of 2026 compared to
both the first and second semesters of 2025, with a severe average decline
among affected businesses. This indicates that the shock represents a deep,
systemic deterioration from previous performance levels. Sectorally, trade
and manufacturing show widespread exposure to revenue declines, logistics
bottlenecks, and cost pressures, while services show slightly more operational
resilience but face the deepest average revenue drops when affected.
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Overall Business Impact

Outlook

The forward-looking outlook for the second semester of 2026 is cautiously
optimistic, assuming a ceasefire holds. About half of all surveyed firms expect
their sales to increase, while almost all of the remaining firms expect sales to
stabilize at their current levels. Only a tiny fraction of businesses anticipate a
further decrease in sales.

Among the firms expecting growth, the average projected increase in production
is moderate. The optimism is strongest in the service sector, while manufacturing
firms expect a much more modest expansion. This suggests that while a recovery
is possible, it will likely be uneven and highly dependent on sustained stability.

Sector expectations vary significantly under a potential ceasefire scenario.
Service providers are the most optimistic, with a clear majority anticipating a
sales recovery. This optimistic segment also expects the fastest rate of expansion
compared to other industries. However, the very small portion of service firms
that still foresee a contraction expect the drop to be relatively sharp.

In the trade sector, business sentiment is almost evenly split between those
expecting sales to remain flat and those expecting an increase. Only a tiny
fraction of trade enterprises anticipate a further decline, and those expecting a
drop foresee a moderate contraction.

Manufacturing operators exhibit the highest level of caution. The dominant
expectation among manufacturers is for sales to flatten and remain at their
current levels. Even among those industrial firms that expect a positive
turnaround, the projected pace of their expansion is the most modest across
all sectors. On a positive note, no manufacturers expect a further drop in sales,
indicating a stable but stagnant floor for the industrial sector.
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Impact worse than in 2024

The conflict has produced a widespread contraction in business activity,
characterized by a sharp drop in revenues. The depth of these declines suggests
a systemic impact that goes far beyond temporary operational pauses. Most
firms continue to operate, but they are doing so below normal pre-war levels.

The current conflict has also imposed a severe psychological and operational toll.
A significant majority of firms rated the impact of the current war as more intense
than the 2024 conflict, with a large portion describing it as much more intense.
This points to high levels of cumulative operational pressure on businesses.

Direct physical damage to infrastructure, equipment, or inventory was
not the primary channel of impact for most enterprises. Only a small minor-
ity of firms reported direct physical damage, access restrictions, or se-
curity concerns. Instead, the damage has been operational, felt through
weaker market demand, cost increases, staff disruptions, and severe cash
flow pressures.

Business Constraints and Cost Pressures

The most critical bottleneck facing firms is weak market demand, with lower sales
cited as the most common business problem. Cost increases and cash flow or
financing difficulties also represent major hurdles, creating a double squeeze that
compresses margins and limits the ability of firms to maintain normal operations.
Other key constraints include staff absences, transport and logistics disruptions,
customs delays, and electricity or fuel shortages.

Firms have adopted various operational adaptations to navigate these pressures.
To combat rising input costs, a majority of firms raised their prices. Many also
reduced production or service delivery, altered transport routes, cut working
hours, drew down existing inventories, and temporarily closed parts of their
operations. A small minority resorted to relocating their operations or switching
to alternative suppliers.

Financial adaptations were also widely utilized to maintain liquidity. Many
owners relied on personal savings or delayed payments to suppliers. A
smaller fraction postponed tax payments, borrowed from informal sources, or
delayed rent, utilities, and loans. Nearly half of the surveyed firms managed
to avoid these specific financial delaying tactics entirely.
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Labor and Payroll Effects

The labor market impact of the conflict has been managed primarily through
softer operational adjustments rather than widespread dismissals. Hiring freezes
and reduced working hours were far more common than outright layoffs or
furloughs. Some firms also initiated or expanded remote work and provided
additional employee support such as financial assistance or counseling. A notable
portion of businesses made no significant changes to their workforce at all.

This soft adjustment strategy is reflected in operational choices, where over
a third of businesses reduced working hours or days. Crucially, only a small
portion of firms delayed or missed salary payments, indicating that employers
prioritized keeping their payroll obligations current to support their workforce
during the crisis.

Sector Differences

Sector-specific data reveals distinct profiles of vulnerability and resilience across

the economy.

e Manufacturing: This sector faced the most widespread revenue decline
when compared to the first semester of the previous year, with almost all
firms reporting lower sales. However, among those manufacturing firms that
saw a drop, the average percentage decline was the lowest of all sectors.
Manufacturers are also the most cautious about the future, with the majority
expecting sales to stay flat in the coming semester even if a ceasefire holds.

e Trade: Trade firms experienced significant stress across multiple timeframes.
Nearly three-quarters of trade businesses saw their revenues decline
compared to both the previous semester and the previous year, highlighting
their vulnerability to immediate drops in consumer demand and logistics
bottlenecks. Looking ahead, about half of the trade sector expects sales to
increase if a ceasefire holds, while the other half expects performance to
remain unchanged.

e Services: This sector demonstrated slightly more revenue stability, with a larger
portion reporting stable or increased revenues compared to the other sectors.
However, service firms that did experience a revenue drop suffered the deepest
average percentage decline. Despite this severe downside, the service sector
is the most optimistic about a recovery, with a clear majority expecting sales to
increase in the second semester of 2026.
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Implications

Because physical destruction is not the dominant challenge, recovery efforts
should focus primarily on operational support and liquidity facilitation rather
than asset reconstruction. Assistance programs should target working capital,
supplier obligations, and transport costs to help firms maintain operations.

The heavy reliance on personal savings and delayed supplier payments suggests
that cash reserves are depleted, making rapid liquidity tools and flexible credit
terms essential.

Sectoral assistance must be tailored to specific needs:
e Manufacturing firms require support to manage input costs and energy
constraints.
e Trade firms need transport and logistics assistance to overcome border
delays and supply chain disruptions.
e Service firms require measures that stabilize demand and support
workforce retention to capitalize on their strong potential for recovery.

The primary objective of all support measures must be to prevent temporary
operational disruptions from leading to a permanent loss of productive capacity.
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What industry representatives are saying

The first half of 2026 has dealt a devastating blow to the economy, leaving key
sectors reeling from the latest outbreak of war. A fragile ceasefire and major
regional trade breakthroughs offer a glimmer of hope for the remaining six
months of the year. Business leaders across commerce, tourism, agriculture, and
industry warn that a return to normal will be an uphill battle, plagued by deep
psychological scars, lost seasons, and structural damage.

First semester: Harsh contraction

The first six months of the year were characterized by a severe slump
across all economic indicators, particularly following the escalation of
hostilities in March.

According to Marwan Barakat, Group Chief Economist
and Head of Research at Bank Audi, the economy has
been under the adverse spillovers of war effects since the
beginning of March. “While the year 2026 started with a
buoyant macro performance, a trend reversal occurred
after the second month. All indicators turned from a growth
mode to contraction as a result of sluggish demand for
goods and services,” he said. Despite an inflationary price
effect, imports declined by six percent in March and April
relative to the same period last year, a sharp reversal from
the first two months of the year which recorded an annual growth of 33 percent
from the same period last year. Barakat said that the Balance of Payments (BoP)
saw a deficit of $200 million in March and April as a result of the decline in
all inflows to the country, especially remittances, FDI, touristic receipts, and
exports. BoP had a surplus of $300 million in January and February.
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Mohamed Choucair, Chairman of Economic Organizations,
described the period—especially March and April—as very
difficult and “truly lamentable across all sectors.” He said
that the nightlife sector completely died and a pervasive
fear among people to spend gripped the nation.

The retail and manufacturing sectors felt this contraction
acutely. According to Nicolas Chammas, Chairman of the
Beirut Traders Association, overall retail activity declined
by 30 percent to 40 percent compared to 2025, with
durable goods crashing by an estimated 50 percent.

In the industrial sector, Salim Zeenni, Chairman of the
Association of Industrialists, revealed a staggering sharp
decline in the markets. He said: “the local market dropped
by more than 60 percent” across the board, while exports
were cut by about half due to regional bottlenecks like the
Hormuz Strait and critical market closures.

No sector, however, experienced a more violent reversal of
fortune than hospitality. Hotel occupancy rates plummeted
to a dismal ten percent to 15 percent, according to Pierre
Achkar, Chairman of the Federation of Tourism Syndicates.
With hotels requiring a 40 percent to 50 percent occupancy
rate just to break even, the sector faced ruin, particularly in
the geography stretching from the airport to the southern
border and across the Bekaa, where many establishments
were destroyed or forced to shut down entirely.
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Tony Ramy, Chairman of the Syndicate of Owners of
Restaurants, Cafés, Night-Clubs, and Pastries, said that
the year began with a “mind-blowing start,” recording 25
percent growth in January and February. That momentum
evaporated instantly. “The resumption of the war on
March 2 abruptly reversed this positive trend,” Ramy said,
sending the restaurant sector into a sharp decline of more
than 85 percent over the next four months.

In the fields, agriculture faced literal and financial
scorching. Ibrahim Tarshishi, Chairman of the National
Farmers’ Union, reported massive physical destruction,
fleeing labor, and isolated agricultural regions. Major
distribution points like the Tyre (Sour) vegetable market
were completely destroyed, while the country’s largest
market in the Southern Suburb (Dahiyeh) suffered constant
operational instability due to evacuation warnings. Tarshishi said that farmers
faced a devastating double blow: “Cost increased by more than 100 percent on
fuel, seeds, and fertilizers, accompanied by a decrease in prices,” forcing many
to sell their crops at 50 percent of their production cost due to local market
stagnation and a displaced population estimated in the hundreds of thousands.

10
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Second semester: Slow recovery

Looking ahead to the next six months under the assumption that
the ceasefire holds, business leaders express a mix of structural
optimism and deep-seated caution.

Bank Audi forecasts real GDP to contract by five
percent in the full-year 2026 if the ceasefire persists.
Such a moderate contraction is tied to the short
conflict period that will allow the economy to stabilize
post-settlement and build on upcoming summer
and holiday seasons. Imports will revolve around
$20 billion and exports will come close to $3 billion,
helped by the recent Saudi decision to remove the
ban on Lebanese exports.

For tourism and hospitality, the immediate outlook
remains grim despite the haltin fighting. Pierre Achkar
said: “The summer season is practically lost,” pointing
to the total cancellation of major festivals in Baalbek,
the Cedars, and Beiteddine, alongside the fact that
50 percent of Diaspora expats from North America
and Australia canceled their bookings months ago.
Tony Ramy echoes this grim assessment, projecting
a remaining 60 percent to 70 percent decline for the
second half of the year. He cautions that the political
status quo without a final peace agreement is “a state
of clinical death... a cold war for us.” He said that
occasional weekend crowds on a few streets should
not be mistaken for a functioning tourist economy.

Nicolas Chammas expects the retail slump to ease
only slightly to a 15 percent to 25 percent decline,
as a tense political climate, diminished disposable
incomes, and the ongoing displacement crisis mean
“there is no momentum for a serious economic
recovery.” However, there are profound reasons for
hope in the trade and manufacturing sectors, driven
primarily by major diplomatic breakthroughs as Saudi
Arabia officially reopened its markets and land routes
to Lebanese products after a five-year ban.

11
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For agriculture, which relies entirely on exporting
surplus crops like potatoes, apples, and bananas
to survive, this is a monumental lifeline. Ibrahim
Tarshishi called it “very good news,"” expressing hope
that “maybe our Lord is compensating us a little, and
the farmer will return to his normal life and his good
days.” Mohamed Choucair also emphasized that
the Saudi opening, alongside recent positive travel
decisions from the UAE, has provided a major morale
boost that could help save thousands of seasonal
businesses from total disaster by September.

In industry, Salim Zeenni believes that while “it won't
be easy to pick up this time” because the damage
from this war has accumulated on top of multiple
consecutive past crises, a sustained truce will allow
manufacturers to recover part of the losses. Zeenni
forecasts that by the end of the year, a stable market
could successfully narrow its cumulative losses from a
50 percent drop down to an overall 20 percent or 25
percent decline.

The consensus among business leaders is clear: a maintained ceasefire is a
necessary baseline, but true economic revival hinges on internal political stability
and permanent peace. Choucair said: “We hope that everyone wakes up and
puts Lebanon first, and thinks about our interest, our state, and our country.”

12
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If the ceasefire holds, what is your sales outlook
for the second semester (July-Dec) 20267

Will increase 51% 4%

(by 34%) . :

Will stay Will
the same decrease

Sales outlook by sector

Will Expected to Will stay Will
increase increase by the same decrease

Manufacturing 38% 25% ) -

Trade 48% 30% 49% 3%

Services 58% 40% 37% 5%

Company’s total revenue in first semester (Jan-June) 2026
compared with first semester (Jan-June) 2025

(by 45%

Stayed the same in revenues)

Revenues by sector
Increased Stayed the same Decreased

Manufactuing | - | ~ 14% |  86% —-(by38% inrevenues)

(by 43% in revenues)

Services (by 54% in revenues)

Company’s total revenue in first semester (Jan-June) 2026
compared with second semester (July-Dec) 2025

(by 43%

Stayed the same in revenues)

Revenues by sector
Increased Stayed the same Decreased
Manufacturing — (by 32% in revenues)
(by 42% in revenues)
Services (by 47% in revenues)
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Compared to the 2024 war, how would you assess the impact
of the current war on this company so far?

Much less intense f' 4%
Less intense _ 11%
Roughly the same - 22%
More intense than the 2024 war - 26%
Much more intense than the 2024 war _ 34%
The company was not affected m 3%

Compared with the last month before the outbreak of the current war,
what is this company’s current operating status overall?

Operating at or above its pre-war level _ 35%
Operating below its pre-war level _ 64%
Temporarily closed ﬂ 1%

Workforce changes due to the conflict

No significant Reduced hours Provided employee Increased / Started
changes support remote work

D

Reduced pay Layoffs or furloughs Hiring freezes
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What are the main business problems caused by the current conflict?

Lower demand or sales _— 72%
Transport or logistics disruption _ 31%
Input or raw material shortages _ 30%

Staff absence or inability to work _ 33%

Physical damage or security concerns - 14%

Cash flow or financing problems _ 41%

Electricity, fuel, or internet disruption _ 22%

Cost increases / prices are unaffordable _ 55%

Delays in customs and border clearance - 25%
No major conflict-related problem ' 2%

Since the start of the current war, has this
company adopted any of the following : &
operational adaptation measures? A S —ran

Reduced production or service delivery
Reduced working hours or days
Temporarily closed part of the business
Temporarily relocated operations
Switched to alternative suppliers
Changed transport or delivery routes
Drew down existing inventories
Changed products or services offered

Increased prices

Increased use of digital tools, online
platforms, or remote coordination
Invested in generators, fuel storage,
or alternative energy sources

Delayed or missed any salary payments
to employees because of the conflict
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_ Since the start of the current war, has
W =N\ this company used any of the following
& Ly financial adaptation measures?

Delayed payment of supplier dues _ . 24%

Delayed payment of rent _ 10%
Delayed payment of loans ' 6%
Delayed payment of utility bills ' 6%
Borrowed from family or friends - 12%
Used the owner's savings _ 30%
Sold assets ﬂ 3%
Tax postponement ﬂ 3%

other (D 13%
None of the above _ 47%

16
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Methodology

The sample is composed of 250 businesses and companies that have agreed to respond to the
survey by telephone, and/or by responding to an email and followed by on-the-phone support
in responding. The survey was conducted during the period of July 2-10 2026. The sample is
concentrated geographically in Mount Lebanon and Beirut (86%). Areas excluded from the survey
are those directly impacted by the war, i.e. those that needed to partially or totally evacuate such
as the Southern Suburbs of Beirut (Dahieh) and South or around the Litani. These areas suffered
total loss, either physically damaged or total loss of business activity. They are currently being
accounted for by the aerial and other surveys by various government ministries and agencies.

The analysis focuses on the overall results and uses the breakdowns by firm size and sector to
identify where the shock appears to be concentrated. The results should be read as descriptive
evidence from the surveyed firms. Differences by size and sector are treated as substantive
differences rather than formal statistical significance tests.

What is your company’s primary industry?

)

o©

Agriculture

Manufacturing H @’ Real Estate

Finar_10ia| (1) Consulting / Shippi_ng /
Services (4] Accounting
Trade - Retail
Technology Trade -

Hospitality

Construction

/ Engineering Wholesale

At the end of January 2026, how many employees did your company have?

48% 37% 4%

X Y T R Y . s
1-9

10-49 250+




THANK YOU FOR YOUR PARTICIPATION

We are grateful to all the companies that have participated in the three war-impact surveys we
have conducted since March 2026. Several companies requested not to be identified

Members of LeadersClub

ADIR Insurance ¢ Arope Insurance ® Assiyana ® Bank of Beirut ® Banque Audi ® Bureau d’Etudes Rodolphe Mattar
Chateau Ksara ® Crowe ¢ Deloitte ¢ FDC ¢ IFP Group e LIA Assurex ® Macsons ® Masri Holding ® Medgulf Insurance
Phoenix Machinery e Photogravure Vartan ¢ Saccal Sigma ® Socrate Catering ¢ T. Gargour & Fils e The Net Holding ® Topcrete
Widriss — Ets Wafic Idriss ¢ Wooden Bakery

Other participating companies

3 CD Int’l ® 3S Group Supplies ® A.E.C. Fibres & Chemicals ® Abdelhadi Mhaissen Est. ® Abdelkader Moustafa Zaccour
Abdelkhalek Trading ® Abdelrahman Dabbous & Sons e Abou Kassem Trading Co. ® Abou-Zeid Trading Establishment
Acecraft e Achour Development e Adam Export Offshore e ADS Est. e Afak Electronic Supplies
Afco Co. for Contracting e Afif Nabbout and His Sons e Aftim Establishment e Agec ® Agronor ¢ Agrotica ® Ahmad Abla Co.
Ahmad Hmeidani & Co. ¢ Fouad Metlej for Trade ¢ Ahmad Kahil Company e Ahmad Shouaib for General Trade ® Aidco
Ajaltouni e AJR ¢ AK Group ® Akar & Tabet e Akiki Electronic e Akil Bros ¢ Akl Company e Akram & Ali Riz
Al Ajyal for Commerce and Construction e Al Amina e Al Jazira Restaurant e Al Maaz Elevators & Electric Co.
Al Mashewe e Al Sabil Restaurant e Al Sakr Trading e Al Sindos for Trade & Investment e Al Taghziah
Alam Khoury Alam for Contracting & General Tarde ¢ Al-Antabli ¢ Albert Abela Catering ¢ Albonian Group
Alem Johnson Controls ¢ Al-Fays Restaurant e Al-Guthmi - Etoffes & Maison e Alissar Pharmacy e Alliance Projects
Allied Trading Co. ® AlMourad Est. ® Alpha Co. ¢ Al-Rawabi for Electronic Systems & Cables e Alumina Tech
Always Fast Food ® American Marketing & Trading Group ® AMG Medical ® Amin Developers Company ® Amin M. Atwi Est.
Ammar Brothers Trading Co. ® Ammoun Trading Company ® Anata Design ¢ Ant Ventures ¢ Applied Machinery
Ariss Lumiere e ARLI - G. Jarrache & Co. ¢ Armada Hair Cosmetics ® Aschkar Real Estate & Tourism
Arrow Trading e Article Trading ® Arz Radiator Co. ® ASCO e Asmida e Assaf for Animal Nutrition e Assaf Ltd e Atalco
Atria Solutions e Attoué Freres e Atwi Group ® Audi Lumber Co. Trading & Manufacturing ¢ Automation & Controls
Ayanian Group ¢ Azar Fréres e Azatrade ¢ Baby & Kid e Bachir Hanbali Est. ® Badr & Chehab Co. for Clothes
Bakhos Trading & Marketing Co.  Bakri Bros Trade & Industry e Baladi Freres ¢ Banna Market ¢ Baroody Bros
Beam Developers ® Beam International ® Bear Foot (Karim Knaider &co) ® Beauty Home ¢ BEET General Contractors
Beirut Golden Plaza ¢ Bella Napoli ® Berytus for Construction & Development ¢ Beta Lubes e Beydoun Store
BJ Side e Bijouterie Farah e Black Box ve Bonsai Flowers ¢ Boubouffe ¢ Boujikian Bros Co ¢ Boustany Sport
Business Equipment Co. ® Bureau Hamid Kairouz ® Burgundy e Butec ® Byblos Comfort Hotel ® Byblos Food International
Byblos Records ® Camiceli ® Caramel Suites ® Carlos Abou-Jaoudé Est. e Carpet Plus ® Cat&Mouth e Chaddad Group
Charara Est. ® Charles Hotel e Chartouni Brothers for Trade e Chateau Kefraya e Chez Zakhia ¢ Chidiac Motors
Choucair Group Overseas ¢ Choueiry Multi Packaging e Clear Shield Glass Technology e City Star Café
CMM Supplies & Services ® Colpogrosso Sport ® Comptoir d’Orient ¢ Comptoir National pour le Commerce
Comptoir D’Orient ¢ Computel ¢ Computer Echo ¢ Confidence Trading Co. ¢ Contractors ¢ Country Lodge
Coverline Middle East ® Cryogenic Technology ¢ Cybertech e Cynthia Jewelry  Dagher & Co. ® Daher Naim Commercial Est
Daher Trading Establishment ¢ Daouk Beauty Store ¢ Dawha Medical ¢ Dawtec Energy ¢ DCP Lebanon
Debbane Saikali Group ¢ Dernaika and Hwalla ¢ Diamond Store e Dreams Suites Hotel ¢ EBCO Bitar
Golden Food - Treegroup e Eiwan United Trading and Constructing ¢ El Khazen Trading e El Sayed e Electrical Services Co
Electro Distribution e Electronics and Appliance Stores e Elegant Suites e Elegate International e Elinks e Elio Tech e Elissa
E-Net Mid East Net Connect ¢ Engineer Charles Saad e Equipower Trading e ESS ¢ Etablissement Nakhoul Pour Le Commerce
F.N. Abi-Aad ¢ Fabritex ® Falcon Trade & Industry ® Fox Wholesale Club ® FOZ e Fresenius Medical Care - Lebanon
Fun Café ¢ G. Ayanian & Sons ® General Technology Associated Computers ® Georges Abou Habib Est  Georges Elie Baz Est.
Georges James and Co. ® Ghourani Home ¢ GlobalCom Lebanon ¢ Gold Seat ® Golden e Golden Tulip e Gravitas
Green Med ¢ Hani Annane Commercial ® Home Depot ® Hoteit Shoe  Hotel Chalalat Anjar e Hotel Chbat ¢ Hotel Colibri
Howayek e ICC Group ¢ JAT Jubaili Agrotec ® Joseph Raad & Son ¢ Mario Tex ¢ Master Park ¢ Mechel Group
Middle East Packing & Trading ® Middle East Car Rental ¢ Mindware ¢ New Horizons e Patchi ¢ Douaihy Patisserie
Place De L’Etoile * Rafic Bawab & Co. * Right Click ® Risetex e Risetex Co ¢ Sa7se7 café e Saccal Sigma ¢ SADCO
Saint Gobain Middle East ®« SMB Machinery Co. e Teleferique du Liban e Trade & Services ® Vizco ® W. Salamoon & Sons



