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The Baltic States are currently facing serious economic
challenges. Russia’s war against Ukraine has disrupted the supply of
goods and services and caused inflation to rise sharply. Although
inflation rates have already decreased, production costs remain
higher than the eurozone average, which negatively affects the
competitiveness of the economy. The small open economies of these
countries are heavily dependent on exports. At the same time, the
ability of different regions to adapt to common economic shocks
differs significantly.

Even the effects of the COVID-19 pandemic did not impact
Latvian goods exports as significantly as the war in Ukraine. On the
contrary, exports in 2020-2021 showed growth and exceeded the
levels of previous years. While the period from 2012 to 2018 did not
exhibit a clear dynamic, a stable upward trend in exports was
observed from 2019 to 2022. In particular, the export of goods
amounted to USD 19 152 million in 2021 and USD 21 759 million in
2022, indicating a recovery in economic activity after the pandemic.
However, in 2023, a decline to USD 20 170 million was recorded, and
in 2024 it fell further to USD 19 754 million, which may be a
consequence of geopolitical changes, disruptions in supply chains,
and decreased demand for certain categories of goods [1].

The trend in Latvian imports reflects a similar pattern: in 2022
imports peaked at USD 26 073 million, followed by a decline to USD
24 119 million in 2023, with a continued decrease observed in 2024.
These data indicate a gradual cooling of foreign trade activity. It is
important to note that the trade balance for goods remained
consistently negative between 2012 and 2024, with the lowest
recorded deficit reaching USD -4 312 million in 2022 [1].

During the war in Ukraine, the share of services in total trade
increased in Estonia and Lithuania, while in Latvia it slightly declined.
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The indicator of services exports in Latvia remained relatively stable
with moderate fluctuations between 2012 and 2019, but a decrease
was observed in 2020 due to the effects of the pandemic. However,
in 2021-2024, services exports have been showing growth, mirroring
the general trend in goods exports. Transport and financial services
remain important sectors of the Latvian economy, although their share
in the overall volume of services has decreased due to changes in
global logistics and general economic instability. Despite these
challenges, the trade balance for services remains positive. A cause
for concern, however, is the decline in the growth rate of services
exports, which could lead to a decrease in future performance and a
potential negative trade balance. Nevertheless, the slowdown in the
growth rate of services imports partially mitigates the potential
negative impact on the foreign trade [2, p. 16].

Estonia’s economy has demonstrated significant development
over the past two decades, supported by integration into EU economic
processes, market-oriented policies, export growth, and a favorable
business environment. However, in recent years, production costs
have risen substantially as wage growth outpaced labor productivity.
These factors led to a slowdown in external trade dynamics, a
decrease in export profitability, and slower export growth. These
negative trends have been further reinforced by the war in Ukraine,
accompanied by inflationary shocks, supply chain disruptions, and a
decline in external demand [3, p. 5].

The full-scale invasion is expected to have long-lasting effects
on Estonia’s economy. In the medium term, a return to pre-crisis
growth rates appears unlikely without the implementation of stricter
fiscal policies and proactive structural reforms aimed at boosting
productivity. Trade routes for imported goods have been reshaped
since the onset of the war; in particular, the reconfiguration of trade
relations with Russia and Belarus has necessitated the procurement
of timber and metals from more expensive markets. Following a
period of strong export growth within global trade, Estonia’s
competitiveness has gradually declined since the global financial
crisis. Recent economic shocks have only accelerated this downward
trend. Estonia’s share of global exports has continuously decreased
over eight consecutive quarters, falling by 23% between Q3 2021 and
Q4 2023 [4, p. 6].
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A decline in exports similar to that observed in Latvia was
recorded in Estonia in 2023. In 2021, the value of goods exports
amounted to USD 19 390 million, increasing to USD 21 611 million in
2022, but then falling to USD 19 474 million in 2023. This downward
trend continued, with exports reaching USD 19 123 million in 2024.
Service exports did not show a decline; however, a significant concern
is the slowdown in the growth rate of service exports. In 2020, Estonia
experienced a recession, but the economy recovered quickly, with
services exports reaching USD 10 135 million in 2021. The figures for
2022, 2023, and 2024 were USD 11 567 million, USD 12 673 million,
and USD 13 514 million, respectively. The loss of export market share
has a regional character. However, in Latvia and Lithuania, the scale
of the decline in exports is less pronounced compared to Estonia, and
overall, the issues with competitiveness in these countries are notably
less severe [1].

Compared to the other Baltic states, Lithuania has the highest
level of service exports, which provides a certain degree of economic
stability. While Estonia and Latvia are more specialized in the wood
processing industry, Lithuania’s advantage lies in its large oil refining
sector, which is directly dependent on oil imports that slowed down
following the full-scale invasion [2, p. 8]. Lithuania's goods exports
demonstrate the highest values among the Baltic states; however, the
overall trends remain broadly similar. There was a sharp increase in
2021, reaching USD 37 264 million, followed by moderate growth in
2022 to USD 43 184 million, and a decline in 2023-2024. Service
exports also show the highest levels in the region and, despite the
pandemic and the war, continue to follow an upward trajectory with
solid growth rates. The figures amounted to USD 18 264 million in
2022, USD 21 440 million in 2023, and USD 24 197 million in 2024
[1].

An analysis of external trade dynamics in the Baltic region
reveals that these economies remain vulnerable to external shocks.
Notably, the COVID-19 pandemic had a less significant impact on
goods and services exports compared to the full-scale invasion of
Ukraine. The resulting economic shock, manifested through
inflationary pressure and a decline in external demand, has been
most pronounced in Estonia. In contrast, Lithuania — due to its
diversified export structure — has maintained the strongest
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performance in the region. Despite a positive trade balance in
services, the slowdown in both export and import growth rates
indicates a gradual cooling of overall economic activity in the region.
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