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Winter forecast for Eastern Europe:

Solid growth despite uncertainties

e Structural change in Central Eastern Europe is in full swing

o Trump, budget deficits and a dictated peace in Ukraine pose risks
e Ukraine faces a difficult future

o Russia is in stagnation

Even though US President Donald Trump continues to cause turmoil and the international
environment remains difficult, most economies of Central, East and Southeast Europe are
showing solid growth. However, the EU members of the region will continue to perform at
below their potential. The continued weakness of industry in Germany, high budget deficits
and structural problems are all weighing on growth for some of them. Both Russia (the
aggressor) and Ukraine (the victim) are facing economic difficulties, though for very different
reasons. These are the main findings of the new winter forecast by the Vienna Institute for
International Economic Studies (wiiw) for 23 countries of the region.

Structural change is taking place in the Eastern member states of the European Union. ‘The
main driver of growth there has been private consumption as a result of strong real wage
increases. This is losing momentum, with private and public investment gaining in importance,’
says Richard Grieveson, Deputy Director of wiiw and lead author of the winter forecast. ‘In
view of the acute loss of competitiveness in Central Eastern Europe’s export-oriented industry
due to a steep rise in unit labour costs, the previous model of success as an extended
workbench for Western corporations is increasingly undermined. Investment in greater
productivity is therefore urgently needed.’

In principle, the region is benefiting from the sharp rise in defence spending by NATO members
there. ‘However, significant growth momentum can only be expected if a larger proportion than
before is invested in the procurement of weapons and equipment, and if these goods are also
produced locally, rather than being imported from the United States and other third countries,
such as South Korea,’ says Grieveson.

For 2026, wiiw forecasts average growth of 2.6% for the EU members of the region, which is
the same as was expected last autumn. Growth is also likely to be similarly high in 2027, at
2.7%. Compared to the autumn forecast, this represents a slight upward revision of 0.2
percentage points for 2027. Despite some difficulties, these countries are likely to grow almost
twice as fast as the euro area both this year and next (2026: 1.4%; 2027: 1.5%). Poland is
once again the growth leader among the Eastern EU member states, both this year (3.7%)
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and next (3.2%), followed by Lithuania (2026: 3%) and Croatia (2026: 2.8%). In Hungary,
where the landmark parliamentary election due to be held in April could cost Prime Minister
Viktor Orban his post, the economy is picking up again after stagnating last year (2026: 2.2%;
2027: 2.5%).

The six countries of the Western Balkans are expanding at a comparatively rapid rate (2026:
3.1%; 2027: 3.5%), even though Serbia’s forecast has been revised downwards on account of
the ongoing protests. Things are also going quite well in Turkey, which is expected to grow by
3.9% this year and 4.4% next year.

By contrast, the outlook for war-torn Ukraine continues to deteriorate. For 2026, wiiw expects
growth of 2.5%, a further downward revision of 0.5 percentage points on the autumn forecast.
Economically, too, much will depend on the form of Western security guarantees in the wake
of a possible peace agreement. In the case of aggressor Russia, near-stagnation will continue
both this year (1.2%) and next (1.5%), due to high interest rates, low oil prices and meagre
investment.

Trump, high budget deficits and a dictated peace in Ukraine as downside risks

The biggest downside risk to the forecast is further disruption from new US trade policy
measures initiated by Donald Trump. These could have an adverse impact on exports.
‘Although direct trade flows between the US and Central Eastern Europe are negligible, lower
US demand for European industrial products due to further tariffs on imports from the EU could
indirectly drag the region down, as it is closely intertwined with Western European industry,’
explains Richard Grieveson.

Added to this are the high budget deficits in some countries, particularly Romania, Hungary,
Poland and Slovakia, which could force them to implement growth-dampening austerity
measures in the event of turmoil on the bond markets. Romania is already having to pursue
such a policy.

A dictated peace in Ukraine in favour of Russia could also have a negative impact on the
region. ‘The lack of credible security guarantees for Ukraine is likely to deter investors and lead
to considerable uncertainty, as Moscow can be expected to destabilise the entire region in this
event,”’ warns Grieveson.

Ukraine faces a difficult future

The Russian escalation of attacks on Ukraine against the backdrop of ongoing negotiations is
increasingly affecting the country economically. For 2026, wiiw forecasts growth of 2.5% for
Ukraine, a downward revision of 0.5 percentage points compared to the autumn. The huge
destruction of energy infrastructure caused by massive Russian air strikes and the resultant
widespread power outages are increasingly undermining economic activity in the country.
Added to this are the loss of those production facilities that have been destroyed and the
rampant labour shortage caused by emigration and military mobilisation.

In its forecast, wiiw assumes that the war will continue until 2028 despite the current
negotiations, though a political solution is still possible in the meantime. ‘Economic recovery
and reconstruction will depend entirely on whether the West provides Ukraine with credible



security guarantees,’ says Olga Pindyuk, Ukraine expert at wiiw. ‘If the security guarantees
are watertight, that could lead to an economic boom throughout the region. Otherwise, foreign
investors will probably think twice about investing in Ukraine, which means that not enough
private capital will flow into the country for reconstruction and a sustainable economic upturn.’

Even with firm security guarantees, however, recovery after the war is likely to be difficult —
despite the fact that in this case Ukraine would probably be integrated more rapidly into the
EU, with all the positive effects that would bring. In its new forecast, wiiw has taken a more
detailed look at the prospects for recovery after the war. Its conclusion: even with a peace
agreement favourable to Ukraine, the economic outlook for the country is not very bright. This
is evident from historical examples: in most cases, a country has only been able to recover
rapidly after a war if it already had strong economic growth and stable democratic institutions
before the war; if the war did not last too long; if the economic slump during the war was limited;
and if there was no resurgence of armed conflict.

‘Unfortunately, Ukraine does not fare particularly well on any of these points. This makes
credible security guarantees, a meaningful prospect of EU membership and massive financial
support for the country’s reconstruction all the more important,’ insists Pindyuk.

Russia in stagnation

A possible end to the war would also have an impact on the economy of aggressor Russia,
which is currently stagnating. In the short term, the elimination of spending on soldiers’ wages
and compensation for their families, which accounts for around 2% of GDP, could lead to a
demand shock. In the medium term, however, the economy is likely to benefit from the easing
or partial lifting of US sanctions. ‘Above all, renewed access to Western high technology for oil
and gas production or aircraft engines would be of great importance for the Russian economy,’
says Vasily Astrov, Russia expert at wiiw.

For 2026, wiiw forecasts growth of just 1.2% for the country, a slight downward revision of 0.2
percentage points compared to the autumn. Next year, growth is likely to be similarly low, at
1.5%. However, these forecasts are based on the assumption that the war against Ukraine will
continue and that there will be no easing of US sanctions.

‘The main reason for Russia’s current economic slump is the Central Bank’s restrictive
monetary policy,” explains Astrov. ‘With interest rates currently as high as 16%, borrowing has
become expensive, which in turn is stifling economic activity. This is exacerbated by the low
oil price, in combination with US sanctions against the energy sector and the far too low level
of investment, which is likely to decline further.’ Astrov is convinced that low investment activity
will probably damage the growth potential of the Russian economy in the longer term.



About the wiiw Forecast Report for Central, East and Southeast Europe

The report analyses the economies of 23 countries in Central, East and Southeast Europe
(CESEE) and provides a detailed forecast of the macroeconomic indicators for the following
countries: Albania, Belarus, Bosnia and Herzegovina, Bulgaria, Croatia, Czechia, Estonia,
Hungary, Kazakhstan, Kosovo, Latvia, Lithuania, Moldova, Montenegro, Northern Macedonia,
Poland, Romania, Russia, Serbia, Slovakia, Slovenia, Turkey and Ukraine.

The full winter forecast 2026 is available upon request.

About the Vienna Institute for International Economic Studies (wiiw)

Founded in 1972, the Vienna Institute for International Economic Studies (wiiw) is an economic
think tank that produces economic analyses and forecasts on 23 countries in Central, East and
Southeast Europe. In addition, wiiw conducts research in the areas of European integration,
macroeconomics, international economics, industrial studies, labour markets and regional
development. www.wiiw.ac.at
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OVERVIEW 2024-2025 AND OUTLOOK 2026-2028

GDP Consumer prices Unemployment (LFS) Current account Fiscal balance
real change in % against prev. year average change in % against prev. year rate in %, annual average in % of GDP in % of GDP

2024 2025" 2026 2027 2028 2024 2025 2026 2027 2028 2024 2025" 2026 2027 2028 2024 2025" 2026 2027 2028 2024 2025" 2026 2027 2028

BG Bulgaria 3.4 31 27 26 26 26 35 33 32 30 4.2 35 36 37 37 -1.4 20 17 -15 -13 -3.0 3.0 -31 -42 -30
CZ Czechia 1.3 23 24 25 23 27 23 22 22 23 2.6 28 30 31 30 1.7 13 12 12 12 -2.0 1.7 21 23 -24
EE Estonia -0.1 14 23 27 24 37 48 39 32 29 7.6 76 71 68 6.5 -1.2 12 20 -21 -20 -1.7 23 -32 -38 -37
HR Croatia 3.8 30 28 27 27 40 44 33 29 27 5.0 49 49 50 49 -2.2 3.0 -30 -20 -1.0 -1.9 28 -20 -19 -19
HU Hungary 0.6 03 22 25 28 37 44 38 36 31 4.5 44 43 42 41 1.5 16 14 20 25 -5.0 53 -50 -40 -35
LT Lithuania 3.0 28 30 24 27 09 34 30 25 22 71 70 65 63 6.1 3.2 20 15 10 09 -1.3 26 -28 -27 -25
LV Latvia 0.0 12 24 25 26 13 38 30 25 23 6.9 69 68 65 6.2 -1.6 26 -30 -32 -35 -1.8 29 -26 -23 -25
PL Poland 3.0 35 37 32 29 37 33 30 27 25 29 31 30 30 3.0 0.3 -0.8 -1.0 -08 -0.6 -6.5 69 6.2 -6.0 -57
RO Romania 0.9 12 10 22 27 58 68 65 40 40 5.4 61 62 6.0 56 -8.2 -80 -68 -6.5 -6.0 -9.3 -85 65 -55 -48
S| Slovenia 1.7 08 20 22 21 20 25 23 21 21 3.7 37 36 35 35 4.5 35 41 45 48 -0.9 23 23 -21 -21
SK Slovakia 1.9 07 11 19 24 32 42 35 25 25 5.3 55 57 55 54 -4.6 43 -40 -28 -23 -5.5 5.0 -45 -48 -43
EU-CEE11 72 2.1 23 26 27 27 37 40 37 30 28 4.1 4.2 42 42 4.0 -1.0 -1.5 -1.5 -1.2 -09 -5.3 -54 -48 -46 -4.3
AL Albania 4.0 37 38 39 37 26 23 25 24 23 8.5 84 83 82 81 -2.4 -3.0 -31 -32 -35 -0.7 05 -13 -1.0 -1.0
BA Bosnia and Herzegovina 3.2 22 27 30 30 1.7 38 28 22 18 12.6 131 127 122 121 -3.5 44 -43 -42 -38 -1.8 20 -13 -1.0 -1.0
ME Montenegro 3.2 33 32 30 31 36 4.1 36 34 27 11.5 95 95 94 093 171 -17.8 -17.1 -16.0 -15.0 -3.1 -34 -37 -38 -40
MK North Macedonia 3.0 34 34 33 32 42 43 38 35 32 12.4 11.5 11.0 10.5 10.0 -2.2 -35 -34 -33 -32 -4.5 40 -40 -3.0 -30
RS Serbia 3.9 20 28 36 4.0 48 41 35 32 30 8.6 85 83 80 77 -4.7 41 40 -42 -45 -2.0 -1.0 -20 -3.0 -20
XK Kosovo 4.6 36 38 41 42 16 39 28 20 20 10.8 10.7 10.6 10.5 10.3 -84 -100 -90 -85 -85 -0.3 0.3 -05 -05 -0.2
wB6 V2 3.7 26 31 35 37 36 38 32 29 26 10.0 9.8 96 93 9.1 -4.7 5.0 -48 -48 -4.8 -1.9 -1.4 -20 -23 -1.8
MD Moldova 0.1 20 22 30 35 47 78 48 45 45 4.0 40 38 36 35 -16.6  -21.0 -18.0 -17.0 -16.0 -3.9 42 -45 -45 -40
UA  Ukraine 3.2 20 25 35 40 65 127 80 7.0 6.0 14.0 120 100 90 7.0 -8.0 -16.0 -16.0 -14.0 -13.0 -17.6 -20.0 -18.0 -15.0 -12.0
New EU accession 2"? 3.0 20 25 35 40 64 124 78 68 59 13.5 11.7 9.7 87 638 -8.7 -14.0 -16.2 -14.3 -13.3 -164 -18.6 -16.8 -14.1 -11.3
TR Turkey 3.3 34 39 44 46 585 349 240 16.0 11.0 8.7 85 85 83 83 -0.8 -1.8 21 -28 -3.0 -4.8 -3.6 -33 -37 -36
BY Belarus 4.3 1.3 13 13 11 57 66 69 62 538 3.0 27 28 30 3.0 -2.5 29 43 34 -32 1.3 01 -05 -05 -0.8
KZ Kazakhstan 5.0 65 45 50 50 87 114 100 80 6.0 4.7 46 46 45 45 2.7 40 -43 -45 -45 -2.6 25 -25 -20 -15
RU Russia 4.3 07 12 15 15 84 87 61 44 39 25 22 24 26 27 29 16 11 12 15 -1.6 27 22 -15 -15
CIS3"2 4.4 1.3 16 19 19 84 89 65 48 42 2.8 25 27 28 29 2.1 07 04 04 07 -1.6 -26 -22 -1.5 -15
V4+S1 72 2.2 25 30 28 27 34 33 30 27 25 3.3 34 35 34 34 0.5 -0.2 -03 00 02 -5.1 -6.3 49 47 -45
BALT3 "2 1.5 21 27 25 26 16 38 32 27 24 7.1 71 67 65 62 0.9 06 -05 -08 -09 -1.5 26 -29 -29 -28
EU-SEE3 "2 1.8 1.8 1.6 23 27 49 58 54 37 36 5.1 55 5654 53 5.1 -5.9 -6.0 -52 -48 -43 -7.0 -6.6 -52 -47 -4.0
EU accession 812 3.3 22 27 35 39 53 9.0 6.0 53 46 12.4 111 97 89 75 -6.8 -9.7 -10.7 -9.7 -9.2 -9.7 -10.5 -9.7 -84 -6.7
non-EU12 V2 4.0 20 23 27 28 228 165 116 82 6.2 5.8 53 62 51 60 0.4 -1.2 -1.5 -1.7 -1.5 -3.4 -36 -32 -29 -28
CESEE23"? 3.4 21 24 27 28 175 131 94 6.7 53 5.3 51 49 49 47 -0.1 -1.3 -1.5 -1.5 -1.3 -4.1 -42 -38 -35 -33
EA23 0.9 14 14 15 15 24 21 179 19 19 6.4 63 62 61 6.1 34 25 24 23 23 -3.1 3.0 -32 -33 -32
EU272% 1.1 16 1.6 1.7 1.7 26 25 21 21 21 5.9 57 56 55 55 3.2 25 24 23 23 -3.1 -26 -28 -29 -28

1) wiiw estimates. - 2) Current account data include transactions within the region (sum over individual countries). - 3) Forecasts estimated by wiiw.
Note: Consumer prices refer to HICP for EU-CEE countries, Turkey and WB6 countries except for Bosnia and Herzegovina.
Source: wiiw, Eurostat. Forecasts by wiiw. Cut-off date for historical data and forecasts: 19 January 2026.



