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European Economic Growth Stalls at 0.1% as
Impact of U.S. Tariffs Deepens
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Europe’s economy saw virtually no growth in the second quarter of 2025, as an earlier push
to move exports ahead of new U.S. tariffs faded and economic momentum slowed across
several major countries. According to Eurostat, the European Union’s statistics agency,
gross domestic product (GDP) in the euro area expanded by just 0.1% from April to June

compared to the previous quarter, with year-on-year growth at 1.4%. The slowdown reflects



weakening demand, ongoing trade pressures, and persistent structural challenges,

particularly in Germany.

The sluggish performance follows a stronger first quarter, when companies rushed to export
goods in advance of a fresh round of tariffs from the United States. The tariff measures,
announced by President Donald Trump on April 2, imposed a 15% import tax on a broad
range of European products. That urgency helped drive an unexpectedly high 0.6% GDP
growth rate in the first quarter, a pace that has proven unsustainable. With the new tariffs
now in effect, European exports are under increased pressure, facing either higher prices for

American consumers or reduced profit margins for producers.

Germany, the continent’s largest economy, contracted by O.1% in the second quarter, its
second negative performance in three quarters. Italy matched that O.1% decline, while
France saw modest growth of 0.3%, mostly attributed to rising inventories in the automotive
and aerospace sectors. However, French domestic demand remained flat. Spain stood out
among the eurozone’s largest economies, reporting O.7% growth, driven by stronger internal

consumption and investment activity.

The outlook for the rest of 2025 remains cautious. Franziska Palmas, senior Europe
economist at Capital Economics, projected that the 15% U.S. tariff alone could shave about
0.2% off the eurozone’s annual GDP. In her assessment, “growth is likely to remain weak in
the rest of this year,” particularly as core exporters like Germany feel the brunt of diminished

trade activity.

Germany’s economy remains approximately the same size as it was before the COVID-19
pandemic six years ago, hampered by structural issues that continue to weigh on
competitiveness. The export-heavy industrial sector is grappling with a range of long-term
challenges, including growing competition from Chinese manufacturers, a skilled labor
shortage, elevated energy costs, delayed infrastructure upgrades, and regulatory burdens

that have slowed investment and innovation.

Palmas further noted that Germany is likely to endure a greater impact from the current tariff
regime than other major European economies. However, she pointed to potential recovery in
the medium term, with the new administration under Chancellor Friedrich Merz preparing
increased public investment in infrastructure. These measures, if fully implemented, are
expected to take effect by 2026 and could provide a much-needed boost to economic

activity and industrial modernization.



As Europe contends with the ripple effects of global trade shifts and internal inefficiencies,
the near-term path remains uncertain. The combination of protectionist policies abroad and
unresolved structural issues at home continues to test the resilience of the eurozone

economy.



