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THE EUROPEAN ‘NEIGHBOURHOOD": AN IMPORTANT GROWTH DRIVER FOR EU EXPORTS
Guillaume Derrien
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Fewer exports to China... Market opportunities in China are shrinking dramatically due to the country's shift towards higher-end products and its
import substitution policy. 2025 marked an unprecedented turning point in this regard: European exports to China fell by 14% in nominal terms and by
10.2% in volume, as the country’'s share of total EU exports (7.5%) reached its lowest level in nearly fifteen years.

... but more exports between European partners and neighbours. European exports outside the EU area, however, grew in 2025, posting a nominal
increase of 2.0%, alongside a rebound in intra-zone trade (up 2.5%). Strong demand in the pharmaceutical sector led to a resurgence in exports to
Switzerland (+13.5%). At the same time, European exporters have been exploring alternative markets in their immediate vicinity since 2020, and
increased access to these markets is now timely. Tirkiye, Morocco, Ukraine and the Balkans! are capturing a growing share of European exports.
A pivotal moment was reached in 2023, when the total exports to these countries exceeded those to China? This bloc now accounts for nearly 10%
(9.4% in 2025) of total EU exports, excluding intra-zone trade.

The machinery and equipment sector is benefiting most from this trend (despite experiencing a sharp decline in its markets in China). These
developments are closely linked to rising European investment in these countries, which are therefore eligible for EU funding (notably from the
European Investment Bank or, in the future, under Readiness 2030).

A structural reinforcement that is set to increase. Economic ties between the EU and its neighbours are strengthening: trade in goods (total exports
and imports combined) has reached 8.5% of the EU’s overall trade, excluding intra-zone trade. This shift in European trade patterns is structural and
reflects the industrial transformation of these countries, which are becoming increasingly integrated in the European value chain. TUrkiye and Morocco
are importing more intermediate goods from the EU and re-exporting more finished goods back to the EU, particularly in the automotive sector. For
Ukraine, the dynamics are different. However, current demand for equipment, particularly military equipment, along with the demand that is expected
during reconstruction, will bolster European exports. The Balkan countries, meanwhile, are benefiting from the EUR 6 billion European Growth Plan and
greater integration into the EU single market.

These growth drivers for European companies are set to strengthen in the coming years, with initiatives aimed at relocating some industrial activities
closer to the European market (nearshoring). This trend is anticipated to develop in tandem with the expected strengthening of intra-EU trade, driven
by increased investment efforts. It should also benefit those who qualify for access through the advancement of European preference policies, which are
central to the Industrial Accelerator Act introduced by the European Commission on 4 March.

Guillaume Derrien

guillaume.a.derrien@bnpparibas.com

1 Includes Serbia, Albania, Montenegro, Bosnia and Herzegovina, North Macedonia and Kosovo.
2 Specifically, between 2019 and 2025, EU exports grew by 68% to Turkiye, 58% to Morocco, 92% to Ukraine and 57% to the Balkans.
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The information and opinions contained in this document have been obtained from, or are based
on, public sources believed to be reliable, but there is no guarantee of the accuracy, comple-
teness or fitness for any particular purpose of such information and such information may not
have been independently verified by BNPP or by any person. None of BNPP any of its subsidiary
undertakings or affiliates or its members, directors, officers, agents or employees accepts any
responsibility or Liability whatsoever or makes any representation or warranty, express or im-
plied, as to the accuracy and completeness of the information or any opinions based thereon
and contained in this document and it should not be relied upon as such. This document does
not constitute research, as defined under MIFID II, or form any part of any offer to sell or issue
and is not a solicitation of any offer to purchase any financial instrument, nor shall it or any
part of it nor the fact of its distribution form the basis of, or be relied on, in connection with
any contract or investment decision. Information and opinions contained in this document are
published for the information of recipients, but are not to be relied upon as authoritative or
taken in substitution for the exercise of judgment by any recipient, are subject to change without
notice. In providing this document, BNPP does not offer investment, financial, legal, tax or any
other type of advice to, nor has any fiduciary duties towards, recipients. Any reference to past
performance is not indicative of future performance, which may be better or worse than prior
results. Any hypothetical, past performance simulations are the result of estimates made by
BNPP, as of a given moment, on the basis of parameters, market conditions, and historical data
selected by BNPP, and should not be used as guidance, in any way, of future performance. To
the fullest extent permitted by law, no BNPP group company accepts any liability whatsoever
(including in negligence) for any direct or consequential loss arising from any use of or reliance
on material contained in this document even when advised of the possibility of such losses. All
estimates and opinions included in this document are made as of the date of this document. Un-
less otherwise indicated in this document there is no intention to update this document. BNPP
may make a market in, or may, as principal or agent, buy or sell securities of any issuer or person
mentioned in this document or derivatives thereon. Prices, yields and other similar information
included in this document are included for information purposes however numerous factors will
affect market pricing at any particular time, such information may be subject to rapid change
and there is no certainty that transactions could be executed at any specified price. BNPP may
have a financial interest in any issuer or person mentioned in this document, including a long
or short position in their securities and/or options, futures or other derivative instruments based
thereon, or vice versa. BNPP, including its officers and employees may serve or have served as
an officer, director or in an advisory capacity for any person mentioned in this document. BNPP
may, from time to time, solicit, perform or have performed investment banking, underwriting
or other services (including acting as adviser, manager, underwriter or lender) within the last
12 months for any person referred to in this document. BNPP may be a party to an agreement
with any person relating to the production of this document. BNPP may to the extent permitted
by law, have acted upon or used the information contained herein or in the document, or the
analysis on which it was based, before the document was published. BNPP may receive or
intend to seek compensation for investment banking services in the next three months from or
in relation to any person mentioned in this document. Any person mentioned in this document
may have been provided with relevant sections of this document prior to its publication in order
to verify its factual accuracy.
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BNP Paribas is a société anonyme incorporated in France, licensed and supervised as a credit
institution by the European Central Bank (ECB) and as an investment services provider by the
Autorité de controle prudentiel et de résolution (ACPR) and Autorité des marches financiers
(AMF), and having its registered office at 16, boulevard des Italiens, 75009 Paris, France.

Some or all of the information contained in this document may already have been published on
https:/globalmarkets.bnpparibas.com.
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