m® Doski

s |Nstytut
mmmmsmm Ekonomiczny

Warszawa, April 22, 2025 r.

American tariffs on imports from the EU may slightly reduce Poland’s
GDP by 0.11 to 0.43 percent

The tariff policy announced by Donald Trump will impact the Polish economy,
although the effects will be moderate. While the United States is only Poland’s
8th largest trading partner, it is the second-largest recipient of Polish value
added after Germany—57% of the $23 billion of Polish value added consumed
in the U.S. reaches the country indirectly through other nations. Overall, 2.6% of
Poland’s GDP is generated thanks to U.S. demand for Polish value added. If the
U.S. imposes 25% tariffs on imports from the EU, Poland’s GDP could fall by 0.38-
0.43%. These are the findings of a report by the Polish Economic Institute titled
“Potential consequences of changes in U.S. trade policy for the Polish economy.”

U.S. tariffs on the EU will negatively affect the Polish economy

Tariffs proposed by Donald Trump’s administration could have negative effects
on most economic sectors and the GDP of European countries, including Poland.
The scale of the impact depends on the specific trade policy scenario and the
economic structure of the country in question.

The Polish Economic Institute developed three scenarios to reflect potential
escalations of U.S. trade policy:

a. Base Scenario (announced before March 26):
Imposes tariffs on steel and aluminum imported into the U.S. from
around the world and a 20% tariff on all goods from China.
b. Extended Scenario — Automotive Sector:
a. (2a) Same as Scenario 1, plus a 25% tariff on all automotive
imports into the U.S. from around the world.
b. (2b) Extends 2a with retaliatory tariffs (25%) imposed by all
countries on U.S. automotive products.
c. Severe Trade War with the EU:
a. (3a) In addition to tariffs in Scenario 1, the U.S. introduces a
25% tariff on all products imported from the EU.
b. (3b) EU countries retaliate with a 25% tariff on all products
imported from the U.S.




m® Poski

s |nstytut
mmmmmmm Ekonomiczny

d. W tym wariancie przewidziano dodatkowo, ze kraje UE odpowiedza
wprowadzeniem cet (25 proc.) na wszystkie produkty importowane
z USA.

“The most severe consequences for the Polish economy would arise from a scenario
of trade war escalation, involving comprehensive tariffs between the U.S. and EU,
along with retaliatory measures. Implementing this scenario would reduce
Poland’s GDP by 0.43% and decrease exports in most analyzed sectors. While
Trump’s proposed tariffs will negatively affect Poland in every scenario, the overall
impact on GDP remains modest. The greatest risks concern sectoral impacts and
increasing economic uncertainty,” explains Aleksandra Sojka, senior analyst at the
Polish Economic Institute (PIE).

Chart 8. Estimated Impact of Different Trade Policy Scenarios on Poland’s GDP (preliminary results, %)
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Source: Prepared by PEI based on EIGARO (Eurostat, 2022) and WITS (World Bank, 2022).

Mining, transportation, and automotive sectors will be most affected

Depending on the U.S. trade policy scenario, various sectors will experience
different levels of export decline. Excluding the severe trade war scenario, the
sectors with the largest expected export drops are:

e Mining and extraction (3—4% decrease), likely due to the use of coking coal
in steel production, which is targeted by tariffs.

e Transportation services (1.5% decrease), due to a general reduction in
international trade.

e Automotive sector (1.5% decrease).

In the most heavily impacted sector—basic metal production—exports are
projected to fall by 1%.
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Under severe trade war scenarios, nearly all sectors in Poland would experience
export declines between 0.5% and 4%. The most affected sectors (with export
declines over 1.5%) include:

e Transportation services

e Manufacture of computers, electronic, and optical products
e Basic metal production

e Machinery and equipment manufacturing

e Electrical equipment production

Diversifying export markets will be one way to mitigate the potential economic
costs of U.S. tariffs on Polish exports.

Chart 5. Final Demand from the US for Polish Value Added in 2023 by Sector (in USD million, current prices)

BUSINESS SERVICES MEDIUM- AND HIGH-TECHNOLOGY MANUFACTURING
Real Estate, Rental, and Business Activities Heavy Manufacturing

Other Business Activities Metals and Metal Products Machinery
4141 1364 699
08

Transport Chemicals
Equipment 348

Optical and Electrical 733

Equipment

1012
Fuels and Coke
163

Trade jiansport LOW-TECHNOLOGY MANUFACTURING PERSONAL AND PUBLIC SERVICES
Wholesale Trade Land Transport

1948 se Rubber and Paper and = Food and

Transport Services Air
1 Transport
52
Retail Trade Automotive and Water Transport 12
1248 Fuels
514 Finance Telecom- -
munica- AGRICULTURE AND MINING
Finance :
875 toss Mining

509

Hotels and
Restaurants
138

Source: Prepared by PEI based on data from ADE MRIO.

Goals of U.S. trade policy remain unclear

The U.S. administration appears to be pursuing multiple objectives, which may
reduce the effectiveness of its actions and negatively affect both the U.S. and
global economies. The three main goals often cited are reducing the trade deficit,
redirecting government revenue from taxes to tariffs, strengthening U.S.
negotiating power with trade partners. Acommon additional goal is enhancing the
competitiveness of the U.S. industrial sector.
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“Trying to achieve any of these goals with tariffs is problematic. For instance, the
U.S. trade deficit with the EU cannot be permanently reduced through tariffs alone
because macroeconomic imbalances play a key role. Similarly, expecting tariffs to
meaningfully increase federal revenue is unrealistic. In 2024, tariff revenue totaled
S77 billion, which accounted for just 1.6% of U.S. federal revenue and 0.3% of GDP.
Even if a 50% tariff were imposed on all U.S. imports, potential revenue of 5780
billion would cover just 16% of the U.S. budget and fall short of the $1.8 trillion
deficit. In reality, revenues would likely be much lower due to the economic
slowdown caused by sharply rising import costs and reduced import value,”
notes Marek Wgsinski, head of the global economy team at PIE.
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The Polish Economic Institute is a public economic think tank with a history
dating back to 1928. Its main research areas include macroeconomics, energy
and climate, the global economy, economic foresight, digital economy,
sustainable development, and behavioral economics. The Institute prepares
reports, analyses, and policy recommendations on key areas of the Polish
economy and society, taking into account the international context.
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