Middle East conflict threatens to disrupt APAC corporate credit outlook into 2026, warns Fitch

[image: ]
Fitch says the Middle East conflict could weigh on Asia-Pacific corporate credit in the second half of 2026, with higher oil and gas costs, shipping delays and weaker trade flows likely to hit a wide range of sectors even if the fighting ends before then. In its first APAC Corporates Credit Trends Monitor, the ratings agency said the shock may take time to work through the energy market, logistics networks and consumer sentiment, leaving lingering pressure on businesses well into the latter part of the year.
The warning comes against a broader backdrop of geopolitical strain that the International Monetary Fund says is already disturbing energy production, exports, air traffic, logistics and financial markets across the Middle East and nearby regions. In an April outlook, the IMF said prolonged hostilities could keep energy prices elevated, deepen trade disruptions and sap confidence, reinforcing the risk that the economic fallout extends beyond the immediate conflict zone.
Fitch also pointed to continuing tariff uncertainty, sanctions and shifting trade patterns across Asia, with "China+1" diversification and stronger intra-Asian commerce redirecting production towards Vietnam, Malaysia, India and Indonesia. At the same time, the agency said growth across the region is increasingly uneven: China is still grappling with weak domestic demand, intense price competition and excess capacity, while India and parts of South-East Asia are being supported by infrastructure spending and firmer household consumption.
Despite those headwinds, Fitch expects APAC corporate earnings to hold up better than might be expected. The agency said aggregate EBITDA margins should rise above 15% in 2026, helped by moderating capital spending in some industries, although free cash flow is still projected to remain negative. The main risk to that view is a fresh surge in energy and commodity prices, which Fitch said could stay above pre-conflict levels well into the second half of the year.
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