— T

s Economic
e |Nstitute

25/2025

PEI Economic
Weekly

June 27, 2025



Moderate Reaction of Financial Markets
to the Conflict in the Middle East

10.1%

Decline in Brent crude oil price
since 2 January 2025
(year-to-date, from the first

trading day of the year)

0.5%

Increase in the WIG index
since the start of the Israeli
operation (night of 12-13 June)

0.7%

Strengthening of the US dollar

between 12 and 20 June
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» Destabilisation in the Middle East could significantly impact not only physical oil trade
but also global financial flows. Typically, increased geopolitical risk triggers a ‘risk-off’ re-
sponse — investors move away from risky assets towards safe havens. This usually results
in capital outflows from emerging stock markets and Europe towards the US, a shift from
equities to bonds, falling oil prices, and depreciation of most currencies against reserves
like gold and the US dollar (Forbes and Warnock, 2012).

» However, the actual scale of market reactions was much weaker and short-lived. Oil
prices fluctuated sharply but have now returned to pre-operation levels (see text: Polish
Energy Security is not Threatened Despite Dependence on Oil Imports from Saudi Ara-
bia). Similarly, most stock indices weakened slightly in response to the air strikes — the
French CAC by 1.0%, the German DAX and US S&P 500 by 11%, and the Polish WIG by 1.5%.
The US dollar’s appreciation was modest, strengthening by 0.7% (compared to 8.6% after
the COVID-19 pandemic outbreak).

Fig. 1. Stock market indices and oil prices during the conflict in the Middle East
(30.05.2025 = 100)
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Note: Closing prices refer to the prices at the end of trading on a given day. The WIG index includes all
shares listed on the Warsaw Stock Exchange, not just the 20 largest companies (WIG20).

Source: Prepared by PEI based on data from Stooq.



https://www.sciencedirect.com/science/article/abs/pii/S0022199612000566

» These declines were short-lived, with Polish and US stock markets quickly recovering
their losses. Markets appear to anticipate that the conflict’s negative impact on the global
economy will be limited. Moreover, even at the conflict’s height, the blockade of the Strait
of Hormuz was considered unlikely and did not significantly affect financial valuations.
The largest increase in commodity prices occurred on 13 June, immediately after Israel’s

actions — not after the Iranian parliament’s approval' of closure or during media discus-

sions. The limited market impact of the US bombing on 22 June may relate to its timing
— a Sunday morning when most markets were closed - and Iran’s lack of immediate retal-
iation, which suggested a preference for de-escalation. By contrast, Bitcoin prices, which
trade continuously, dropped sharply on Sunday 22 June but recovered the following day.

» Rising number of military conflicts and heightened global uncertainty may eventually
trigger capital outflows from developing countries, with potentially long-term conse-
quences. In less developed economies characterized by undiversified trade and heavy reli-
ance on foreign debt, this could result in corporate bankruptcies and balance of payments
crises - that is, the inability to service foreign debt combined with pressure to depreciate

the local currency (Eichengreen and Gupta, 2016). Egypt provides a notable example, hav-

ing faced eight such crises since 1952, the most recent of which was partly triggered by
the invasion of Ukraine (Agarwal and Mazarei, 2022). Conversely, Du and Schreger (2016)

observe that an increasing number of developing countries prefer to issue debt in local
currencies. The advantage of this approach is reduced sensitivity to global risk fluctuations
and generally lower credit risk premiums. However, a drawback is the tendency to issue

bonds with shorter maturities (Aizenman et al., 2021).

(Marcin Klucznik)

Polish Energy Security Is Not Threatened Despite Dependence
on Oil Imports from Saudi Arabia

98%

Share of crude oil consumed
in Poland in 2024 that was
imported

89.8%

Share of crude oil supplied
to Polish refineries in 2024
originating from Saudi Arabia
(50.7%), Norway (31.2%),

and the US (7.9%)

8%

Share of crude oil imports
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by sea through the Strait of
Hormuz, which Iran threatened
to block
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» The Iranian-Israeli armed conflict unsettled global oil markets. Brent crude oil futures
began to fluctuate sharply following the conflict escalation on 12 June 2025. On 13 June,
prices surged by 7% to USD 74 per barrel, nearing the average price for the year prior to?
the escalation. After the US authorities announced a ceasefire on 23 June, prices dropped
by 8.5% to USD 70.5 per barrel. These were the largest daily price swings for Brent crude
since August 2022.

» Iran’s declaration of a blockade of the Strait of Hormuz has escalated the conflict and
caused oil prices to rise, but has not threatened the security of oil supplies to the EU. In
Q1 2025, approximately 27% of global maritime oil trade passed through this waterway,
located between Iran, Oman, and the United Arab Emirates, but only 5% of that volume
reached the European market. Of the 9.2 million barrels of oil imported daily by the EU in
2024, less than 8% was transported through this strait. The security of supplies to the EU

is supported by mandatory stocks of oil and petroleum products maintained for energy

1 The Iranian parliament’s approval is largely formal. Actual decision-making authority rests with the
National Security Council or the Islamic Revolutionary Guard Corps (IRGC). The absence of a full block-
ade does not mean that shipping through the Strait is without obstacles (see PISM analysis).

2 Period covered: 24 June 2024 to 23 June 2025.



https://www.reuters.com/world/middle-east/irans-top-security-body-decide-hormuz-closure-press-tv-reports-2025-06-22/
https://documents1.worldbank.org/curated/en/877591468186563349/pdf/WPS7639.pdf
https://www.piie.com/sites/default/files/2024-08/pb24-6.pdf
https://onlinelibrary.wiley.com/doi/abs/10.1111/jofi.12389
https://www.nber.org/system/files/working_papers/w27030/w27030.pdf
https://www.ice.com/brent-crude
https://www.investing.com/commodities/brent-oil
https://www.politico.com/news/2025/06/23/israel-iran-ceasefire-trump-00419364
https://www.politico.eu/article/iran-reportedly-moves-shut-strait-hormuz-us-attacks/
https://www.eia.gov/todayinenergy/detail.php?id=65504
https://www.britannica.com/place/Strait-of-Hormuz
https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Oil_and_petroleum_products_-_a_statistical_overview
https://eur-lex.europa.eu/legal-content/PL/TXT/HTML/?uri=CELEX:02009L0119-20200101
https://www.pism.pl/publikacje/konsekwencje-uderzen-usa-na-wybrane-osrodki-nuklearne-iranu
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security purposes. In April 2025, Poland’s oil reserves — accumulated, among other things,

under the Act on Reserves, exceeded the equivalent of 94 days of domestic oil imports.

Fig. 2. Brent crude oil futures prices from 2 to 23 June 2025 (in USD)
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Note: The chart shows opening and closing prices (rectangles) and the highest and lowest contract
prices on a given day (vertical segments). Missing data for some days result from weekend breaks in
stock exchange trading.

Source: Prepared by PEI based on data from investing.com.

» In 2024, Poland imported 51% of its crude oil from Saudi Arabia, for which the Strait of
Hormuz is an important, though not the only, export route. The remaining imports came

mainly from Norway (31%) and the US (8%). Overall, imports accounted for 98% of Poland’s

annual domestic crude oil demand in 2024 (25 out of 25.4 million tonnes), representing

the highest share among all fossil fuels.

Fig. 3. Share of selected countries in crude oil supplies to Poland, 2020-2024 (%)
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https://www.rars.gov.pl/media/attachments/2023/05/16/ustawa-o-zapasach.pdf
http://www.jodidb.org/
https://www.investing.com/commodities/brent-oil
https://popihn.pl/wp-content/uploads/2025/04/RAPORT-ZA-ROK-2024.pdf
https://www.are.waw.pl/badania-statystyczne/wynikowe-informacje-statystyczne
https://popihn.pl/raporty-i-konferencje/

» The unstable situation on the oil market should not lead to a long-term increase in fuel
prices, as these depend not only on current fluctuations in raw material costs. According
to European Commission data, gross prices of E10 petrol (Euro Super 95) rose by only 1%
between 2 and 19 June 2025. Besides the global oil price, petrol prices at the pump are
influenced by other charges, including excise duty, VAT, and fuel tax, which in 2024 ac-

counted for as much as 46% of the retail price of this fuel in Poland.

(Wojciech Zelisko, Kamil Lipinski)

Residents of Countries Besieged by Tourists
Are Less Likely to Go on Holiday

747 million

Tourists from outside Europe
who visited European countries
in 2024

» Europe remains the world’s most visited region, with 747 million travellers in 2024.

Western and southern European countries such as France, Spain, Malta, Italy, Portu-
gal, and Greece are experiencing a significant surge in visitor numbers, surpassing even

pre-pandemic levels of 2019. Notable growth in foreign visitors is also observed in Bulgaria

and Serbia. Correspondingly, tourist spending is on the rise, with the World Travel and
Tourism Council estimating expenditures to reach USD 838 billion in 2025, an 11% increase

USD 838 billion

Estimated expenditure of foreign

tourists in Europe in 2025

39.67%

Share of EU residents who did not
participate in tourism in 2022

40.89%

Share of Poles who did not

participate in tourism in 2022
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from the previous year.

Fig. 4. Percentage of EU residents who do not participate in tourism (2022 data)
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Source: Prepared by PEI based on Eurostat data.

» Meanwhile, Eurostat data shows that 39.67% of EU residents did participate in tour-
ism in 2022. The highest share of non-travellers is found in Bulgaria (72.2%) and Romania
(71.77%), followed by Italy (59.25%), Greece (56.05%), Portugal (54.48%), Estonia (53.41%),
and Croatia (51.8%). Estonia stands out as an exception within this group, as the share

of non-travellers has doubled since before the pandemic. Conversely, countries with the



https://energy.ec.europa.eu/data-and-analysis/weekly-oil-bulletin_en
https://www.ure.gov.pl/pl/paliwa-ciekle/charakterystyka-rynku/12096,2023.html
https://popihn.pl/wp-content/uploads/2025/04/RAPORT-ZA-ROK-2024.pdf
https://www.unwto.org/un-tourism-world-tourism-barometer-data
https://apnews.com/article/europe-mass-tourism-france-spain-italy-overtourism-fc99da0aa610dca84b8a2753645a0d6a
https://etc-corporate.org/news/european-tourism-reaches-new-highs-in-2024-as-travellers-plans-diversify/
https://etc-corporate.org/news/european-tourism-reaches-new-highs-in-2024-as-travellers-plans-diversify/
https://www.reuters.com/en/international-tourist-spending-europe-seen-up-11-this-year-report-says-2025-05-29/
https://www.reuters.com/en/international-tourist-spending-europe-seen-up-11-this-year-report-says-2025-05-29/
https://ec.europa.eu/eurostat/databrowser/view/tour_dem_npsex/default/table?lang=en

lowest share of non-travellers include Norway (10.88%), the Netherlands (16.28%), and
Finland (16.93%). Poland aligns closely with the EU average, with 40.89% of people not

engaging in tourism.

» The dominant reason for not engaging in tourist activities is a lack of financial resourc-
es: 50% of non-travellers in Bulgaria, Romania, Portugal, Greece, and Poland cite finan-
cial constraints as the cause. In Portugal, as many as 68% of non-travellers simply lack
interest in tourism. However, this is not common among residents of tourist-attractive
countries. Among non-travellers in Spain and Malta, only around 27% are uninterested
in tourism; in Croatia and Italy, about 20%; in Cyprus, 13%; and in Bulgaria less than 2%.
In Poland, a quarter of non-travellers declared no interest in tourism (matching the EU
average), compared to 30% in Germany, 35% in the Netherlands, 43% in Sweden, and 55%

in Austria.

» Lack of time due to family commitments or work was indicated by an average of 13.4%
and 18.8% of EU residents, respectively. Family commitments were the most common
obstacle in Germany, Austria, Slovakia, and Croatia (18-28% of non-travellers), while work
was the primary obstacle in Bulgaria and Portugal (over 30% of non-travellers). In Poland,

11% of non-travellers cited family commitments, and 25% cited work.

» On average, 8% of non-travellers in the EU cite health reasons for not participating in
tourism. This reason is most commonly reported by Germans, Croatians, Austrians, Lat-
vians, Dutch, and Slovaks (around 30%). Safety concerns and other unspecified reasons

are mentioned much less frequently.

(Agnieszka Wincewicz-Price)

Consumption Is Rising in Poland, But Purchasing
Power of Wages Remains Below the EU Average

84%

Actual individual consumption
per capita in Poland in 2024
(EU=100)

72%

Price level index in Poland
(EU=100)

66

Relative wage purchasing power
index of Poles compared
to the EU (WWSN)
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» Actual individual consumption (AIC) in Poland rose from 83% to 84% of the EU av-

erage in 2024, continuing the ongoing convergence with living standards in wealthier
member states. According to the latest data from Eurostat, Poland’s AIC reached 84%
of the EU average in 2024, up from 83% in 2023. While the increase is modest, it marks
meaningful progress in narrowing the gap. AIC measures the value of goods and servic-
es actually consumed by residents, regardless of whether these are paid for directly or
funded publicly, including services such as healthcare and education. Poland now sur-
passes Portugal (80%) and Hungary (75%) and is closing in on Spain (85%) and Slovenia
(88%). Western European countries continue to record the highest AIC levels, led by
Luxembourg (137%), Germany (116%) and Austria (115%). The growth in AIC is driven by
rising wages, indexed social benefits (such as the ‘800+’ programme), and improvements
in the labour market. Poland has already overtaken Spain and Portugal and is steadily

approaching Western European levels.

» Poland’s relatively low price levels remain a key advantage, with the average consumer
basket costing only 72% of the EU average, meaning that Polish consumers pay less for
most goods and services compared to their Western counterparts. Food, energy, and ca-
tering services remain particularly affordable, allowing each zloty to purchase significantly

more than in higher-cost countries. Although rising wages and closer economic integration



https://ec.europa.eu/eurostat/en/web/products-eurostat-news/w/ddn-20250618-1
https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Comparative_price_levels_of_consumer_goods_and_services
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with the EU are gradually eroding this price advantage, it continues to provide substantial

support to Polish households.

Fig. 5. Consumer price levels (HFCE) in EU countries (2024, EU=100)

160
140
120
100
72.2
80
60
40
20
0
D X T W T £ 9 c 8 0 >8>0 d c 8 0 g o8 s s s >7T I C
c 5 c T O C O € £ ® O B 5 £ = O % 'S £ b = c £ T
e §3§2cocbcad5ITEFTE8GTPoE3SREIEGSE S
E g 92 ™wE o 2 s £ 8 = 2= 2 35 o S @ o = ap
L O <© = = S5 - > = 0 Qt's_ J 3 £ € o g =
c 2 = 0 = 2 Z L = @ O [¢] o 6 8 £ O 5 o >
o — EL 3 o G o uw = 0 @ =] T S A
[a] 7] < (0] 0w x o 5 o
> -
=} 1} _‘c)
a =z 9
N
O

Source: Prepared by the authors based on Eurostat data.

» Earnings in Poland remain low compared to the EU average - the purchasing power of
the average Pole is only 66% of the EU average. Although prices are lower, wages still lag
far behind the European average. The relative purchasing power index (RPPI) shows how
much can be bought with the average national salary, taking into account the price level.
In Poland, the RPPI is only 66, meaning that in real terms, people can afford about one-
third less than the average European. For comparison, Romania scores 73 and Germany

over 120.

» Why, despite this, are we living better in real terms? The key is the effective use of
economic growth. Poland has a clear ‘prosperity surplus’ — GDP (total production of goods
and services) is around 79% of the EU average, but actual individual consumption (AIC)
— real consumption potential — is as high as 84%. This means economic growth is excep-
tionally effective in improving everyday life. The state supports households, and low prices
combined with access to basic public services (such as education and healthcare) allow

Poles to make better use of their available income.

(Sebastian Sajnog)



https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Comparative_price_levels_of_consumer_goods_and_services

First Five Months of 2025 Show Declines
in the Residential Construction Market

14.2%

Decrease year-on-year in building
permits issued for housing

between January and May 2025

24%

Decrease year-on-year in building
permits issued to residential

developers in the same period

6.2%

Decrease year-on-year in housing
construction starts between

January and May 2025
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» Between January and May 2025, the residential construction market experienced year-

on-year declines. Building permits were issued for 103,000 dwellings during this period,

representing a 14% decrease compared to the same period in 2024. Construction began
on 95,000 dwellings, a 6% year-on-year decline. While the number of construction starts
aligned with the five-year average, the volume of permits issued was 15% lower than the

average for the same period from 2021 to 2025.

» The development segment saw significant decreases. Residential developers obtained
building permits for 65,000 flats in the first five months of 2025, marking a 25% year-on-
year decline. The monthly decline was 15% in May and 37% in April compared to the re-
spective months in 2024. Construction starts by residential developers also fell by 10.5%
year-on-year, with 59,500 dwellings commenced. Conversely, the individual investor mar-
ket showed growth early in 2025, with permits increasing by 5.8% and construction starts

by 1.7% year-on-year.

Fig. 6. Residential investment starts in the first five months of the year (in thousands)
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Source: Prepared by PEI based on data from the Central Statistical Office (GUS).

» Homes built by individual investors take on average twice as long to complete as those

built by residential developers. According to data from the Central Statistical Office, the

average construction time for individual investors in 2024 was 52 months, compared to
26 months for residential developers. This difference is largely due to the larger floor area
of homes built by individual investors, who primarily construct single-family houses aver-
aging 140 m?, whereas residential developers mainly build flats in multi-family buildings
averaging 61 m2.

» As a result, despite relatively strong construction starts by individual investors, these

homes are not expected to enter the market until around 2029. Conversely, given the low



https://stat.gov.pl/obszary-tematyczne/przemysl-budownictwo-srodki-trwale/budownictwo/budownictwo-mieszkaniowe-w-okresie-styczen-maj-2025-r-,5,164.html
https://stat.gov.pl/obszary-tematyczne/przemysl-budownictwo-srodki-trwale/budownictwo/budownictwo-w-2024-r-,13,25.html

number of development starts in 2025, a limited supply of flats is anticipated in the sec-
ond half of 2027.

» The number of municipal flats under construction is increasing, though volumes remain
low. Between January and May 2025, building permits were issued for 1,439 municipal
flats, a year-on-year increase of 247%. Construction starts also rose by 180% year-on-

year, reaching 468 flats.

(Tomasz Madry)

EU Digital Targets for 2030 May Prove Too Ambitious

18%

Level of achievement in 2023
for the target of companies
using Al in the EU

5%

Current share of ICT specialists
in the EU workforce, representing
50% of the 2030 target
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» In 2023, the European Union launched the programme A Path to a Digital Decade by
2030, setting ambitious targets for digital transformation and technological sovereignty.
However, despite nearly half of the decade having elapsed, Poland and other EU member
states continue to face challenges that may impede the full realisation of these goals.

A critical barrier remains the persistent shortage of ICT specialists.

» The EU aims to double the number of ICT specialists to 20 million by 2030, representing
10% of the total workforce. Yet, according to the latest European Commission data (June
2025), in 2024 there were 10.3 million ICT specialists, making up only 5% of the workforce.
The average annual growth rate over recent years has been around 0.2 p.p. — five times

slower than the 1 p.p. per year needed to meet the target. Poland reflects this trend,
though its national goal of 6% ICT specialists by 2030 is less ambitious than the EU-wide
target. At the current pace, Poland is projected to reach approximately 5.9% by decade’s
end. This more modest ambition, however, suggests a correspondingly weaker driver for

economic modernisation.

» The employment structure within the ICT sector also presents challenges. Women con-
stitute 17.5% of ICT specialists in Poland, compared to 19.5% across the European Union.
Moreover, Poland has experienced a year-on-year decline of 1.6 p.p. in this ratio. Accord-
ing to the Digital Decade 2030 strategy, gender balance should be achieved by 2030, with
Poland’s target set at 29%. The decreasing share of women reduces the available talent

pool and may impede the growth of innovative industries.

» These barriers are contributing to delays in digital transformation. Although Member
States are witnessing dynamic growth in the adoption of technologies such as artificial
intelligence, big data, and cloud solutions, their overall usage still falls short of the EU
target. By 2030, 75% of enterprises are expected to use these technologies. Specifically
for Al, this target has been reached at 18% across the EU, with 13.5% of all companies
currently using Al-based solutions - a year-on-year increase of 5.8 p.p. Poland remains
below the EU average but is experiencing rapid growth: the share of companies using Al
rose from 3.7% in 2023 to 5.9% in 2024. If this pace continues, the national target of (10%)

could be achieved as early as 2026.

» Despite visible progress, the targets set by the European Commission may prove over-
ly ambitious, particularly in light of staffing shortages that could delay key investments.
An additional challenge lies in the low adoption of advanced technologies within the SME

sector. Small and medium-sized enterprises face multiple barriers, including insufficient



https://digital-strategy.ec.europa.eu/en/policies/2025-state-digital-decade-package#ecl-inpage-main-report-and-staff-working-documents
https://digital-strategy.ec.europa.eu/en/policies/2025-state-digital-decade-package#ecl-inpage-main-report-and-staff-working-documents
https://monitorpolski.gov.pl/M2024000098901.pdf

skills, limited access to finance, and a lack of awareness regarding the benefits of digital-
isation. Effectively addressing these issues will be essential to achieving the objectives of

the Digital Decade 2030 and maintaining the competitiveness of the EU economy.

Fig. 7. Number of companies using Al solutions in the EU (2023 vs 2024, %)
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Source: Prepared by PEI based on the State of the Digital Decade 2025 report.

» Poland is making good progress toward meeting its national digitalisation targets. How-
ever, it is important to note that these targets are considerably less ambitious than those
set at the EU level. To align fully with the EU strategy, Poland will need not only to sustain
current momentum but also to intensify educational and investment initiatives that ac-

celerate and deepen the digital transformation.

(Maciej Baranowski)

Libraries Promote Reading and Social Integration

PEI Economic Weekly June 27, 2025

» According to Eurostat data, in 2023, 54.6% of Poles read at least one book in the past
twelve months, slightly above the EU average of 52.8%. Nearly 24% of Polish readers read
fewer than five titles, 13.5% read 5 to 9 books, and over 17% read more than ten books.
As in other countries, women in Poland read significantly more often (66.7%) than men
(40.5%). Poles spend an average of 12 minutes per day reading, ranking third in the EU, just

behind Estonia and Finland.

» In 2024, there were 7,541 public libraries in Poland, serving nearly 5.4 million readers
(up from approximately 5.3 million in 2023), who borrowed a total of 98.8 million books,

according to the Central Statistical Office. On average, each reader borrowed 18 volumes



https://ec.europa.eu/eurostat/web/products-eurostat-news/w/ddn-20240809-2
https://stat.gov.pl/obszary-tematyczne/kultura-turystyka-sport/kultura/biblioteki-publiczne-w-2024-r-,14,9.html

54.6%

Share of Poles who read at least
one book in 2022

Over 7,500

Number of libraries operating
in Poland at the end of 2024

Over 177,000

Number of cultural events held
in libraries in 2024
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per year. The number of active library cardholders in 2024 reached 6.4 million, an in-
crease of 1.3 million year-on-year, signaling a positive trend toward more balanced leisure

activities.

Fig. 8. Number of public library readers per year (in millions)
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Source: Prepared by PEI based on data from the Central Statistical Office.

» The latest report from the National Library highlights an encouraging stabilisation in

reading levels in Poland. After a decline during the pandemic to 34% - reflecting peo-
ple who read at least one book per year — largely due to library closures and the rise of
streaming platforms, there was a clear rebound to 43% in 2023. In 2024, readership stood
at 41%. This positive trend reflects the impact of support for library infrastructure and

book collections under the National Programme for the Development of Readership 2.0.

» In an era marked by increasing social isolation, libraries are becoming vital local cen-

tres for integration and education. By offering attractive, modern spaces, they provide an

alternative to the world of social media. Libraries are gaining importance as ‘third spac-
es’ — neither home (first place) nor work (second place), but places that offer welcoming
environments for relaxation, socialisation, and meetings. In 2024, libraries hosted 177,300
cultural events attended by 5.6 million people, organising on average 54 hours of educa-

tional activities per year.

» Libraries are also evolving into hubs for discussion and community building. Over

a quarter of visitors are adults aged 25-44, a demographic often grappling with burnout,
pressure to succeed, and a search for meaning. For them, libraries provide opportunities
to shape identity and foster social connections through workshops, author events, exhi-
bitions, and discussions. Additionally, libraries serve as intergenerational meeting places,

bridging gaps between age groups.

(Katarzyna Zybertowicz)
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