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EKOHOMIYHI HACJIAKH BOEHHOI'O KOH®JIKTY B YKPATHI
JJ EKOHOMIK €BPOIIEMCHKOI'O COIO3Y TA KUTAIO

Y 0ocnioscenni 30iticHeHo KOMNIEKCHUL AHANT3 eKOHOMIYHUX HACTIOKIG 8iliHU 6 YKpaini, wo posnouanacs 24 nromozo 2022
poky, ons €gponeticvroco Corozy ma Kumaiicvroi Hapoonoi Pecnyonixu — 060x nposionux c¢y6 'ekmie cyuachoi ceimogoi exo-
HOMIKU. 30pOuHUll KOHGAIKM CRPUNUHUE CUCTHEMHUI eKOHOMIYHUL WOK, AKULL NPOAGIAECMbCA Y (hopmi eHepeemuyHoi Kpusu,
NOCUNeH020 IHPAAYIiH020 MUCKYy ma decmadinizayii 2106aibHux nanytoeie nocmavauns. Li echexmu maroms acumempuyHuil
xapaxmep: ons €C gillHa 3yMOBUIA CMPIMKE 3DOCMAHHS YIH HA eHEPeOHOCIT, YNOBLIbHEHHA eKOHOMIYHOI OUHAMIKU MA NOCU-
JIeHHsL coyianbHoi HanpysceHocmi, modi sk Kumail, ompumyrouu 6ueoou 6i0 imnopmy oeuesux pociiicbKux pecypcie, 600Houac
3a3HA€E 0OMeNCEHb Y Chepi MIDCHAPOOHOT MOP2ieni ma mexHoI02IuH020 00MiHY. 0211510 HAYKOBOI Timepamypu OXoNIoe 0xicepend
MidicHapoOHux opearizayiti (3okpema MB® ma OECP), akademiuni nyonixkayii, npedocmaeneri na niamegpopmax ScienceDirect
ma Frontiers, ananimuuni 36imu npogionux docuionuyvbkux yenmpie (maxux 1k RAND i CFR), a makosc cmamucmuyuni Oami
E€spocmamy ma Hayionanvrozo b61opo cmamucmuxu Kumaro. 3asnaueni doicepena rpyHmosHo UCEIMII0I0Mb MAKPOEKOHOMIY-
Hi, enepeemudni ma mopeoeesbHi ACneKmuy 6NAUGYy GiliHU, OOHAK 3ANULUAIOMb HEOOCMAMHBLO POSKPUIMUMU 00820CTPOKOGI eKo-
HOMIYHI nepcnekmuéu Osi GION0GIOHUX Kpain ma pecionis. Memow 00CniONCeH s € CUCEMHE BUGHEHHS eKOHOMIYHO20 6NIUBY
NOGHOMACUMAOHO20 KOHGAIKIMY 3 YPAXYBAHHAM eHepeeMUUHUX, MAKPOCKOHOMIUHUX MA 2eONONIMUYHUX GUMIDIE, i3 GUOKpEM-
JeHHAM cneyugixu adanmayii ma pienie ekonomiunoi cmitikocmi €gponeticokoco Coio3y i Kumaro. Pezynomamu nopiensibioco
AHANI3Y 3aC8I0UYIOMb HAABHICMb CRITbHUX MEeHOeHYIll Y Ousepcudirayii enepeemuyHux 0xceper ma mopeoseibHux Mapupymie,
600HOUAC akyeHmylo4u Ha cymmeeux giominnocmax: €C 3iumosxyemocs 3 UCOKUMU eKOHOMIYHUMU UMPAMAamy, mooi 5K
Kumaii demoncmpye 6i0HOCHY SHYUKICHb ) 2e0EKOHOMIYHOMY NOZUYIOHYBAHHL. Y NIOCYMKY 00CHIONCEHHS OOIPYHMOBYE OOYilb-
Hicmb peanizayii cmpamezii eKOHOMIUHOL adanmayii, wo 6KIYaAms OUBEPCUPIKayio enepeemudHux oxcepen, 3aoe3neuents
MEXHONOCITUHO20 CYBEPEHIMenty ma NO2IUOLEHHS. MINCHAPOOHO20 CRIBPOOIMHUYMEA K KIIOUOBUX YMOE NOM SIKULCHHSL HACAIOKIE
60€HH020 KOHGNIKMY Ui 3a0e3neyents CImanoeo po3eUmKy 2100a1bHOi eKOHOMIKU.

Knrouosi cnosa: 2eoekonomira, enepeemura, mopeisis, mexHonozii, ppaemenmayis, inusayis, iHeecmuyii, pusuxu.

The study provides a comprehensive analysis of the economic consequences of the war in Ukraine, which began on 24 Feb-
ruary 2022, for the European Union and the People’s Republic of China — two leading players in the modern global economy.
The armed conflict has caused a systemic economic shock, manifesting itself'in the form of an energy crisis, increased inflation-
ary pressure and destabilisation of global supply chains. These effects are asymmetrical: for the EU, the war has led to a sharp
rise in energy prices, a slowdown in economic growth and increased social tensions, while China, benefiting from imports of
cheap Russian resources, is at the same time facing restrictions in international trade and technology exchange. The review of
scientific literature covers sources from international organisations (in particular the IMF and the OECD), academic publica-
tions presented on the ScienceDirect and Frontiers platforms, analytical reports from leading research centres (such as RAND
and CFR), as well as statistical data from Eurostat and the National Bureau of Statistics of China. These sources provide a thor-
ough overview of the macroeconomic, energy and trade aspects of the war's impact, but do not sufficiently address the long-term
economic prospects for the countries and regions concerned. The aim of the study is to systematically examine the economic im-
pact of a full-scale conflict, taking into account energy, macroeconomic and geopolitical dimensions, highlighting the specifics
of adaptation and levels of economic resilience in the European Union and China. The results of the comparative analysis reveal
common trends in the diversification of energy sources and trade routes, while highlighting significant differences: the EU faces
high economic costs, while China demonstrates relative flexibility in its geo-economic positioning. The study concludes that it
is advisable to implement economic adaptation strategies that include diversification of energy sources, ensuring technological
sovereignty and deepening international cooperation as key conditions for mitigating the consequences of military conflict and
ensuring the sustainable development of the global economy.

Keywords: geoeconomics, energy, trade, technology, fragmentation, inflation, investment, risks.
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Problem statement. Research into the impact of the
war in Ukraine, which began on 24 February 2022, on the
economic positions of the European Union and China is of
both theoretical and practical significance. The full-scale
conflict has been a geopolitical shock that has exposed
the vulnerability of the global economy, particularly
energy markets, trade flows, and supply chains. Analysing
these processes provides a deeper understanding of
the mechanisms by which the effects of the crisis are
transmitted and allows strategies to be developed to
mitigate them in order to ensure global stability and
sustainable development.

The EU and China were chosen as objects of comparison
because of their leading position in the global economy and
contrasting approaches to responding to the crisis. The war
triggered an energy crisis in the EU: a fourfold increase
in gas prices, inflation of up to 9.2% in 2022, recession
in Germany, a decline in production and growing social
tensions. At the same time, China benefited from cheaper
energy, but suffered a 5% decline in exports to the EU and
a slowdown in economic growth to 3%, accompanied by
technological sanctions.

The crisis effects of the war have shown how
important it is to control the spread of economic shocks.
Their uncontrolled unfolding can provoke cascading
consequences — from destabilisation of macroeconomic
indicators to exacerbation of socio-political tensions.
The EU faced the risks of political fragmentation, rising
populism and protest movements. China, in turn, faced the
challenge of strengthening its technological independence
and reorienting itself towards the Global South.

The asymmetry of the economic structures and
geopolitical strategies of the EU and China has proved
decisive for their resilience to the crisis. The EU remains
vulnerable to external shocks due to its high dependence
on imports, while China demonstrates flexibility but faces
long-term risks due to restrictions imposed by the West. A
comparative analysis shows that the effectiveness of crisis
adaptation depends on the ability to diversify strategically,
which is a key lesson for other regions of the world.

Controlling shocks makes it possible not only to
minimise economic losses but also to strengthen global
leadership. For the EU, this means maintaining its position
in green technologies and coordinating international aid;
for China, it means expanding its influence in Asia and
developing alternative financial systems such as China
Track. Research into these processes is the basis for
developing coordinated international measures, in particular
stabilising commodity markets and supporting supply
chains, which prevents further economic fragmentation
and promotes global prosperity. Therefore, studying the
impact of the war on the EU and China is necessary to
understand global economic dynamics, develop adaptive
strategies, and ensure resilience in the face of growing
geopolitical instability.

Analysis of recent research and publications. The
war in Ukraine has been actively analysed by international
organisations, academic institutions and think tanks, which
are studying its economic impact on the EU, China and
other countries at the global, regional, national and sectoral
levels.

The International Monetary Fund (IMF) and the
Organisation for Economic Co-operation and Development

(OECD) provide macroeconomic assessments of the war’s
consequences. In particular, the report The Long-lasting
Economic Shock of War highlights the impact of the war
on inflation and a global decline in GDP growth from 6.1%
in 2021 to 3.6% in 2022-2023 [18]. Particular attention is
paid to rising energy and food prices, as well as the risks of
deglobalisation. The OECD report Impacts of the Russian
invasion of Ukraine on financial market conditions and
resilience focuses on the destabilisation of financial
markets, food security and supply chain disruptions [23].
Both organisations analyse the consequences not only for
the EU and China, but also for the countries of the Global
South and the Middle East. The article The Russia-Ukraine
war and global trade reallocations in ScienceDirect shows
that Russia’s exports to Asia increased by $61.2 billion,
while Ukraine’s imports fell by 47.3% [1]. The study
Russia’s military conflict against Ukraine and its impact
on the European Union’s wealth points to an increase in
defence spending (up to 2% of GDP in 16 EU countries
by 2024) and large-scale migration (7.6 million Ukrainian
refugees), which creates both challenges and economic
opportunities for the EU [29]. These studies deepen our
understanding of the economic mechanisms of war and
their impact on different regions.

An interdisciplinary approach to analysing the
consequences of the war in Ukraine is demonstrated by
think tanks such as the RAND Corporation and the Council
on Foreign Relations (CFR). The report Consequences of
the War in Ukraine: The Economic Fallout highlights a
slowdown in global growth to 3% in 2022, growing trends
towards deglobalisation, and the reorientation of Russian
energy exports towards China and India [25]. It also
highlights the weakening of Russia’s position in Europe
and its increasing dependence on China. The publication
Russia-China-Ukraine: April 2025 analyses the deepening
of trade cooperation between Russia and China — China’s
share in Russia’s foreign trade is expected to grow from
18% in 2021 to 33% in 2023 [4]. Both centres provide
regional and global analysis taking into account economic,
political and security factors, including the impact on Asia
and the Middle East.

Government statistical agencies and universities are
studying the impact of the war at the level of individual
countries. According to the National Bureau of Statistics
of China, the country’s GDP growth slowed to 3%
in 2022 due to a 5% decline in exports to the EU and
technological restrictions [22]. According to Eurostat,
inflation exceeded 15% in Poland and Hungary in 2022,
causing social consequences, including protests over rising
food prices [6]. These studies focus on specific national
effects and allow for a comparison of economic dynamics
between EU countries.

Setting objectives. The aim of this study is to provide
a systematic and in-depth analysis of the economic
consequences of the war in Ukraine, which began on
24 February 2022, for the European Union and China, with
a focus on the scale, mechanisms and long-term effects of
this conflict. The study aims to show how the geopolitical
crisis affects key aspects of economic stability — energy
markets, trade flows, inflation and foreign economic
positioning — taking into account the differences in the
reactions of the world’s two leading economic centres.

The study aims to identify the macroeconomic
consequences of the war, in particular the slowdown in
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GDP growth, inflation and trade difficulties for the EU and
China, as well as to analyse the anti-crisis measures taken.
The study covers an assessment of the energy crisis in the
EU and China’s benefits from increased imports of Russian
resources, taking into account their impact on the formation
of new strategies for economic and energy sustainability.
Along with this, the study analyses geopolitical and trade
risks, including sanctions, investment restrictions and the
reorientation of global trade relations against the backdrop
of growing economic fragmentation.

In summary, the study aims to identify strategic
transformations in response to the war, particularly
in defence policy, energy transition and technological
independence, in order to formulate recommendations for
adaptation in conditions of global instability.

Research results. The war in Ukraine, which began
on 24 February 2022, has been a game changer for global
economic change, causing an energy crisis, inflation,
supply chain disruptions and geopolitical tensions. The
EU and China, as key economic actors with a combined
GDP of over $35 trillion, faced asymmetric challenges.
The study presents a comprehensive economic analysis
of their situation before the war, in 2025, and in the
context of four possible scenarios, ranging from escalation
to de-escalation. The analysis combines quantitative
macroeconomic data and qualitative interpretation of the
impact of the war on industry, trade and fiscal policy,
with the aim of identifying contrasts between regions and
justifying strategic adaptation decisions.

Before the war in Ukraine, the EU economy was in a
phase of post-pandemic recovery: in 2021, GDP grew by
5.4% to €17.1 trillion, driven by consumer revival, fiscal
stimulus (NextGenerationEU) and the easing of quarantine
restrictions [5]. Industry showed growth, especially
in energy-intensive sectors (chemicals, metallurgy,
automotive), which accounted for 30% of exports. The
EU’s energy system was highly dependent on Russia: gas
imports accounted for 40%, oil imports for 27% and coal
imports for 46% [16], which created structural vulnerability.
Despite the share of renewable energy sources growing to
22%, LNG infrastructure remained limited, and long-term
contracts with Gazprom hampered diversification. The key
partners in foreign trade were the United States, China and
the United Kingdom; there was a dependence on Chinese
goods (electronics, textiles, medical equipment). Fiscal
policy remained stimulative (deficit of 4.7% of GDP), and
the ECB’s policy was extremely soft. Inflation remained
within the target range (2.6%), unemployment fell to 7%,
and investment in R&D reached 2.3% of GDP, with an
emphasis on green and digital technologies [10].

The outbreak of war led to a deep energy crisis: Russian
gas supplies fell from 155 to 65 billion cubic metres, and
gas prices on the TTF rose fourfold to €300/MWh in August
2022 [6]. This led to a decline in production in energy-
intensive industries: the chemical industry decreased by
7.2%, metallurgy by 6.8%, and automotive by 4.5% [7],
with the loss of over 1 million jobs. Companies such as
BASEF partially relocated their production outside the EU.
To overcome the crisis, LNG imports from the United
States increased by 140% and from Qatar by 20% [17],
but high costs and insufficient infrastructure limited the
effectiveness of substitution. The REPowerEU programme
(€200 billion) contributed to capacity growth in solar,
wind and hydrogen energy, increasing the share of RES to
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25% in 2024 [10]. At the same time, the share of Russian
LNG in the import structure increased to 19%, especially
in France and Italy, which indicates the complexity of
achieving complete energy independence [4].

Economic growth in the EU slowed significantly: in
2023, GDP grew by only 0.5% (against the forecast of
2.5%), in 2024 — by 0.9%, and in the first quarter of 2025 —
by 0.3% [8]. Germany entered a recession with a 0.3%
decline in GDP caused by a drop in industrial production
and exports. A decline in production was also recorded in
Poland (-4.2%), Italy (-4.8%) and Hungary (-6.1%). EU
exports fell by 2.1% in 2023, mainly due to lower demand
in China (-3%) and the United States (-2%) [10]. Imports
from China fell by 4% due to price pressure and import
substitution policies in strategic sectors such as electronics
(+2%) and textiles (+1.5%) [10].

Inflation reached 9.2% in 2022, including a 13.8%
increase in food prices and a 40% increase in energy prices.
Inflation was higher in Eastern European countries: 16.1%
in Poland and 15.3% in Hungary [6]. This led to a 3.2%
decline in real household incomes and sparked social protests,
particularly in the Netherlands and Poland. As of April 2025,
inflation had fallen to 2.2% [8]. The ECB raised its key rate to
4.5% in 2023, which increased the cost of corporate lending
to 5—6% and caused a 2.5% decline in investment activity [9].
This limited access to financing for small and medium-sized
businesses, especially in Italy and Greece.

Fiscal burdens have increased due to higher military
spending: NATO countries in Europe have increased
their defence budgets by 20% in 2022-2024, reaching
$380 billion in 2024 [26]. Germany allocated €100 billion to
modernise its army, while Poland allocated 4% of its GDP.
Italy’s public debt reached 147% of GDP, while Greece’s
reached 165% [7]. Investment in social programmes fell
by 1.5%, exacerbating social tensions. At the same time,
the labour market remained stable: 1.7 million jobs were
created in 2024, with a forecast of 2 million in 2025 and an
unemployment rate of 5.7% in 2026 [11].

As for China’s economy before the war, China showed
steady growth until February 2022: GDP increased by
8.1% to $17.7 trillion, exports to $3.36 trillion, with the
EU as its largest trading partner [21]. Industrial production
grew by 9.6%, especially in electronics, automotive and
chemicals. Inflation remained low (0.9%), which allowed
for a stable monetary policy.

The energy sector was diversified: oil was supplied
by Saudi Arabia (17%), Russia (15%) and Iraq (10%);
gas was supplied by Australia, Qatar and Turkmenistan
[2]. Renewable energy sources accounted for 15% of the
energy balance. Foreign direct investment (FDI) grew by
14.9% to $173 billion, and R&D spending by 14% [19].
The fiscal deficit was 3.2% of GDP, and public debt was
68.1%. The development of the domestic market and the
Belt and Road Initiative contributed to the intensification
of trade with ASEAN and the Global South.

It should be noted that although the war in Ukraine
did not directly affect China, it changed foreign trade
flows and energy priorities. Oil imports from Russia
increased by 24% and gas imports by 62%, saving about
$10 billion [15]. In 2024, LNG imports from Russia also
increased [4]. This contributed to growth in industry:
chemical products grew by 4% and electronics by 3%. The
downturn in the EU economy reduced Chinese exports
by 5% in 2022 and slowed GDP to 3% [22]. In 2023,
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exports recovered somewhat, but EU restrictions reduced
the share of high-tech products by 8%. Exports to Russia
fell by 6.9% in 2025 [4]. In response, the NBK lowered its
discount rate to 3.7%, and investment grew by 5%. Due
to sanctions, FDI from China to the EU fell by 30%, and
technology spending rose by 15% [27]. At the same time,
China stepped up trade with Russia (up 10%) and invested
in ASEAN and Global South countries [20]. The share of
renewable energy in the energy balance increased to 17%.

Thus, the analysis allows us to outline four possible
scenarios for the EU and China: conflict freeze, escalation,
long-term war, and de-escalation with recovery. For each
of them, the likely trajectories of GDP, exports, investment,
and inflation for 20262028 are assessed.

The cessation of active hostilities without a formal peace
agreement will create the conditions for gradual economic
stabilisation in the EU. Energy prices are expected to fall
to €100—-150/MWh by 2026 thanks to increased LNG
imports from the US and Qatar and the expansion of LNG
infrastructure (+20 billion cubic metres by 2027) [11]. This
will help reduce inflation from 2.2% in 2025 to 3-4% in
2026-2027, which will ease price pressure on consumers
and industry [8].

EU GDP growth will recover to 1.5-2% in 20262027,
supported by the restoration of supply chains and
investments in renewable energy within the REPowerEU
framework (up to €250 billion by 2027) [10]. Industrial
production will grow by 2—-3%, although energy-intensive
industries such as chemicals and metallurgy will remain
vulnerable due to the high cost of LNG, which is 30% more
expensive than pipeline gas [17]. At the same time, exports
to China and the Global South will increase by 3—4% due to
growing demand for cars, machinery and pharmaceuticals.
At the same time, sanctions against Russia and restrictions
on Chinese technology (in particular, Huawei’s 5G
equipment) will hamper the development of high-tech
exports, reducing their share by 2% [4; 27]. Defence
spending will stabilise at 2% of GDP (approximately
$400 billion annually), but Italy’s public debt will reach
150% of GDP and Greece’s 168%, limiting the scope for
financing social and infrastructure programmes [7; 26].

Investment in R&D will remain at 2.3% of GDP, with a
priority on green technologies, which will help strengthen
the EU’s position in the global competition for climate
leadership [10]. At the same time, risks remain associated
with dependence on LNG imports and instability in Eastern
Europe, where local crises are possible.

The stabilisation of hostilities without a final peace
agreement will allow China to maintain access to cheap
Russian energy resources — Urals oil will remain within
the range of $60-65 per barrel, gas — $5—7 per MBtu [15].
This will contribute to the stability of energy supply to
industry, supporting growth in chemical production (+4%)
and electronics (+3%). China’s GDP will grow by 4-5%
in 2026-2027, mainly due to the recovery of exports to
the EU (+3—4%) and trade with ASEAN (+5%), which will
reach $600 billion [20].

Investment in technology will grow by 10%, with a
focus on the development of domestic semiconductor
production (7-14 nm), but US sanctions will limit access
to advanced lithography systems, slowing chip production
by 5% [27]. China’s FDI in ASEAN will increase by 8% to
$22 billion, strengthening the country’s position in regional
trade [20]. The People’s Bank of China will keep its key

rate at 3.7%, supporting domestic demand growth: retail
sales will grow by 12—-13% [22]. Trade with the Global
South will grow by 5% to $1.9 trillion, primarily due to
exports of consumer goods and projects within the Belt and
Road Initiative [20].

This scenario strengthens China’s role as a regional
economic leader, but leaves it vulnerable due to its dependence
on exports to the EU and geopolitical risks, including the
possibility of new sanctions from the US and EU.

Further expansion of hostilities or tightening of
sanctions against Russia could exacerbate the energy crisis
in the EU. Gas prices could reach €400/MWh by 2026,
triggering inflation of 10-12% and a 0.5-1% decline in
GDP [8; 10]. High energy costs will increase production
costs by 50%, leading to a decline in output in the chemical
industry (-10%), metallurgy (-8%) and automotive
manufacturing (-7%). Approximately 500,000 jobs are
expected to be lost in these sectors, which will exacerbate
social tensions, particularly in Eastern European countries
where inflation may exceed 20% (Poland, Hungary) [6].
EU exports will decline by 5% due to lower demand in
China (—6%) and the US (—4%), as well as trade barriers,
in particular additional duties on European goods [10;
27]. Defence spending will increase to $450 billion by
2027, increasing Italy’s public debt to 160% of GDP and
Greece’s to 170% [7; 26]. Investments in renewable energy
will decline by 20% due to fiscal constraints, which will
slow down the achievement of climate goals, in particular
carbon neutrality by 2050 [10]. Dependence on LNG
imports from the United States will increase by 10%,
raising annual costs by €12 billion [17].

Growing social discontent — due to strikes by farmers
and workers — is expected primarily in countries with high
inflation. This scenario highlights the EU’s vulnerability to
external shocks and its limited capacity for rapid economic
recovery due to energy costs and debt burdens.

The intensification of the conflict will be accompanied
by new sanctions against the aggressor country and,
indirectly, against China, which will slow down economic
growth. In 2026, GDP growth will slow to 2-3% due to
a 5-7% decline in exports to the EU, primarily in the
electronics (—10%) and textiles (—8%) sectors [22]. Foreign
direct investment from China to Europe will fall by 40% to
€4.7 billion as a result of tighter regulation of investment
in strategic sectors such as energy and technology [27].
Spending on developing proprietary technologies will
increase by 20% as US sanctions restrict access to
advanced microchips and equipment, forcing China to rely
on domestic solutions with a 14 nm process [20]. Energy
imports from Russia will increase by 10%, but logistics
problems and restrictions on Chinese banks using SWIFT
will lead to a 10% decline in bilateral trade [4; 15]. To
compensate for the losses, China’s investments in ASEAN
and Africa will increase by 15% to $25 billion, offsetting
about 70% of the losses in the European market [20]. Trade
with the Global South will grow by 7% to $1.95 trillion,
thanks to exports of consumer goods and projects under
the Belt and Road Initiative. Inflation will rise to 3%,
forcing the People’s Bank of China to raise its key rate to
4%, curbing domestic investment (-3%) and reducing retail
sales growth by 2% [22].

Thus, the scenario highlights China’s vulnerability to
Western sanctions, but at the same time confirms its ability
to reorient its foreign economic activity towards non-
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Western markets, partially mitigating the negative impact.

The following scenario examines the consequences of
a protracted war characterised by sustained high-intensity
hostilities and prolonged economicisolation of the aggressor
state. A long-lasting low-intensity conflict without political
resolution is expected to result in chronic economic
instability within the EU. Energy prices will likely remain
at a level of 200-250 EUR/MWh, maintaining inflation
at around 5-6% [8], [17]. GDP growth is projected to
remain subdued at 0.5—1% annually due to elevated energy
costs undermining industrial competitiveness. By 2028,
industrial output may decline by 5%, with Germany (—6%)
and Poland (-5.5%) being particularly affected; energy-
intensive sectors such as metallurgy may lose up to 15%
of capacity [6]. Exports to China could fall by 2-3% due
to heightened trade barriers, including tariffs on European
cars reaching 10% [4], [27]. Dependence on LNG imports
from the US and Qatar is expected to increase by 15%,
adding EUR 8 billion annually to energy expenditure [17].
Defence spending will stabilise at around USD 400 billion,
while long-term investments in renewable energy and
infrastructure are projected to decline by 10%, delaying the
transition to a green economy. The share of renewables may
remain at 25%, preventing achievement of the 32% target
by 2030 [10]. Social unrest is likely to persist, particularly
in Hungary and Romania, where food prices may increase
by over 10% [6]. Italy’s public debt is projected to reach
155% of GDP and Greece’s 170%, constraining fiscal
capacity for economic stimulus [7].

This scenario illustrates how prolonged conflict
systematically depletes the EU’s financial, energy, and
social resources, contributes to structural economic
stagnation, deteriorates the investment climate due to
increased risks and costs, and gradually erodes the region’s
global competitiveness, rendering it less attractive for
long-term investment and strategic partnership.

A protracted war will also generate chronic instability
for China, slowing its GDP growth to 3-4% annually
[22]. Exports to the EU may fall by 3—5%, particularly in
electronics (—7%) and machinery (—5%), due to reduced
demand and intensified trade barriers [10]. Sanctions
on technology will increase reliance on domestic
semiconductor production, raising R&D expenditures by
12%—up to CNY 3.2 trillion by 2027 [20]. While energy
prices are expected to remain relatively low (oil at USD
60—70/barrel), trade with the aggressor state could contract
by 5-7% amid its economic challenges, including a 10%
drop in demand for Chinese goods [4; 15]. Investment in
ASEAN countries is projected to rise by 10%, reaching
USD 23 billion, while trade with the Global South may
grow by 7-8%, reaching USD 2 trillion by 2028, supported
by consumer goods exports and infrastructure initiatives
[20]. The People’s Bank of China will likely maintain
interest rates at 3.8%, but domestic demand is expected
to fall by 2% due to rising prices for imported goods,
especially electronics and raw materials [22]. FDI inflows
to Europe are expected to remain low (EUR 5 billion),
limiting access to European markets [27]. This scenario
highlights China’s dependence on exports and the urgent
need to accelerate technological self-reliance to offset
losses in Western markets.

Thus, such developments underscore how a protracted
conflict exacerbates the structural vulnerabilities of
China’s economy—particularly its dependence on exports
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and imported technologies—while complicating access to
Western markets and technology, thereby increasing costs
of import substitution. Under these conditions, economic
growth slows, and the reorientation of trade and investment
flows towards ASEAN and the Global South only partially
compensates for losses, thereby increasing geoeconomic
fragmentation. As a result, while China retains its position
as a regional leader, it loses part of its global influence as
an attractive and technologically integrated economy.

The following scenario analyses the potential economic
effects of conflict de-escalation and gradual recovery,
characterised by partial lifting of restrictions, normalisation
of trade, and restoration of investor confidence.

De-escalation of the conflict, accompanied by partial
restoration of trade links—including limited gas supplies
from the aggressor state—would create favourable
conditions for economic stabilisation in the EU. Energy
prices may decline to 80-120 EUR/MWh by 2027,
contributing to reduced inflation levels of 2-3% [8; 17].
Between 2026 and 2028, GDP growth is projected at
2-2.5%, supported by a 4% recovery in industrial output
and increased exports to China (+5%) and the United
States (+4%) [10]. Investment in renewables is expected to
accelerate, reaching EUR 300 billion by 2030, raising the
share of renewables to 30% and reducing CO: emissions by
10% [10; 17]. Industrial growth is anticipated, particularly
in the chemical (+5%) and metallurgical (+4%) sectors,
potentially creating up to 300,000 new jobs. Export growth
will be driven by increased demand for automobiles (+6%)
and pharmaceuticals (+5%) [10]. Defence expenditure
will decline to USD 350 billion, allowing for increased
allocations to social programmes (+2%) and R&D (up to
2.5% of GDP) [26], [11]. Public debt in Italy and Greece
will stabilise at 145% and 160% of GDP, respectively,
thereby enhancing fiscal sustainability [7].

The next scenario explores the consequences of
a protracted war marked by sustained high-intensity
hostilities and the prolonged economic isolation of the
aggressor state. A long-term low-intensity conflict without a
political resolution will lead to chronic economic instability
within the European Union. Energy prices are projected to
remain at €200-250/MWh, maintaining inflation at 5-6%
[8], [17]. GDP growth is expected to remain constrained at
0.5-1% annually, as elevated energy costs erode industrial
competitiveness. By 2028, industrial output is forecast to
decline by 5%, with Germany (—6%) and Poland (-5.5%)
particularly affected, especially in energy-intensive
sectors such as metallurgy, which may lose up to 15% of
capacity [6]. Exports to China will decline by 2-3% due
to heightened trade barriers, including tariffs on European
automobiles reaching up to 10% [4], [27]. Dependence
on LNG imports from the US and Qatar will increase by
15%, raising annual costs by €8 billion [17]. Defence
expenditure will stabilise at $400 billion, but long-term
investments in renewables and infrastructure are likely to
decline by 10%, slowing the green transition. The share of
renewable energy will remain at 25%, impeding the target
of 32% by 2030 [10]. Social unrest will persist, notably
in Hungary and Romania, where food prices are projected
to rise by over 10% [6]. Public debt in Italy is expected to
reach 155% of GDP, and in Greece 170%, limiting fiscal
space for economic stimulation [7].

This scenario illustrates how prolonged conflict syste-
matically depletes the EU’s financial, energy, and social
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resources, resulting in a structural deceleration of economic
growth, deteriorating investment climate due to heightened
risks and costs, and gradually diminishing the region’s global
competitiveness—ultimately rendering it less attractive for
long-term capital allocation and strategic partnerships.

Protracted war would similarly generate chronic
instability for China, slowing GDP growth to 3-4%
annually [22]. Exports to the EU may contract by 3-5%,
particularly in electronics (=7%) and machinery (—5%)
owing to reduced demand and intensified trade restrictions
[10]. Technology-related sanctions will heighten reliance
on domestic semiconductor production, pushing R&D
expenditures up by 12%, reaching ¥3.2 trillion by 2027 [20].
Energy prices are expected to remain relatively low (oil:
$60—70/barrel); however, trade with the aggressor state is
projected to decline by 5—7% due to the latter’s economic
difficulties, including a 10% drop in demand for Chinese
goods [4], [15]. Investments in ASEAN will rise by 10%
to $23 billion, and trade with the Global South will grow
by 7-8%, reaching $2 trillion by 2028—driven by consumer
goods exports and infrastructure projects [20]. The People’s
Bank of China is expected to maintain the interest rate at
3.8%, yet domestic demand may decline by 2% due to
rising prices for imported goods—especially electronics and
raw materials [22]. Foreign direct investment in Europe
will remain low (€5 billion), limiting market access [27].

This scenario underscores China’s reliance on export-
led growth and highlights the urgent need to achieve
technological self-sufficiency to offset losses in Western
markets. Such developments reinforce China’s structural
vulnerabilities, notably its dependence on export and
technological imports, complicating access to Western
markets and resulting in elevated costs associated with
import substitution. Under these conditions, economic
growth decelerates, and the partial compensation via
increased trade and investment with the Global South
and ASEAN intensifies geoeconomic fragmentation.
Consequently, while China maintains its status as a regional
leader, it loses some of its influence as a globally integrated
and investment-attractive economy.

Conclusions. The war in Ukraine has become a catalyst
for profound transformations in the global economy,
exposing its vulnerabilities and highlighting the urgent need
for strategic adaptation. The analysis of its consequences
for the EU and China allows for the formulation of several
key conclusions.

The European Union has suffered significant losses
due to the reduction of gas supplies (from 155 to 65 billion

threats will intensify.

cubic metres) and a sharp increase in prices up to €300/
MWh, which led to a recession in Germany (—-0.3% GDP),
a 6.5% decline in industrial output, and inflation reaching
9.2% [6]. In contrast, China benefited from access to cheap
energy resources (Urals oil at $60/barrel, gas at $5-7/
MBtu), which enabled growth in the industrial sector
(+4% in chemicals, +3% in electronics) [15]. However,
technology-related sanctions increased R&D expenditures
by 15% [27]. These outcomes reflect the asymmetrical
nature of the war’s impact, rooted in differing economic
models and geopolitical strategies.

The war has also accelerated the fragmentation of the
global economy, dividing it into Western and non-Western
blocs. China has intensified cooperation with ASEAN,
Africa, and Russia [4], [20], while the EU has strengthened
ties with the United States and the Global South [17]. This
fragmentation is accompanied by the rise of tariff and non-
tariff barriers. Continued escalation will deepen the divide,
whereas de-escalation could provide opportunities for
partial trade recovery.

The energy crisis has acted as a catalyst for accelerating
the green transition. The EU has invested €200 billion
in the REPowerEU programme, increasing the share of
renewables to 25% [10]; China has committed ¥380 billion,
reaching a 17% share [20]. Nonetheless, the high cost of
LNG imports and related infrastructure projects has slowed
the EU’s transition, especially under fiscal constraints. In
an escalation scenario, investments in the energy transition
may fall by 20%.

To enhance economic resilience, both regions are
advised to diversify resource sources (EU through LNG and
renewables; China through imports from the Middle East and
Africa), strengthen technological autonomy (domestic chip
production in the EU, overcoming sanctions in China) [9],
[22], develop regional alliances (Global South for the EU, Belt
and Road Initiative for China), and maintain social stability
(social spending in the EU, monetary stimulus in China).

Escalation scenarios threaten stagnation (GDP growth
0f0.5-1% in the EU, 3—4% in China), rising social tensions,
increased fiscal burdens, and failure to meet climate targets.
Conversely, de-escalation offers the potential for recovery
and improved global cooperation.

In sum, the war in Ukraine represents a turning point in
the formation of a new economic architecture. The ability
of the EU and China to adapt to current challenges will
determine not only their own resilience but also the stability
of the global economy. Without coordinated responses,
the risks of fragmentation, stagnation, and climate-related
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