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The Economic Impact of CBAM

The EU’s Carbon Border Adjustment Mechanism (CBAM) is coming. Set to begin in
2026, it will require EU importers to pay for the carbon emitted in the production of
goods they bring into the bloc — effectively extending the ‘polluter pays’ principle to
imports. This series examines the implications of CBAM on the EU economy,
exporters into the EU, and climate policy in general.

The Economic Impact of CBAM
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1. EU’s CBAM takes carbon pricing global

The looming introduction of the EU’s Carbon Border Adjustment Mechanism (CBAM)
at the start of 2026 will finally extend the “polluter pays” principle to emissions
imported into the bloc. This report —...

14th October 2025 - 5 mins read


https://www.capitaleconomics.com/publications/climate-economics-update/eus-cbam-takes-carbon-pricing-global
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2. The macr oeconomic implications of CBAM in the EU

Ahead of the phase-in of the EU’s Carbon Border Adjustment Mechanism (CBAM)
from the start of 2026, and the associated phase-out of free carbon permits for EU
producers, this Focus assesses the...

14th October 2025 - 19 mins read


https://www.capitaleconomics.com/publications/climate-economics-focus/macroeconomic-implications-cbam-eu
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3. CBAM —which economies could be hit hardest?

The EU’s Carbon Border Adjustment Mechanism (CBAM) extends the EU’s carbon
pricing mechanism to the rest of the world through what is essentially a ‘carbon tariff’.
Many emerging markets have opposed...

14th October 2025 - 2 mins read


https://www.capitaleconomics.com/publications/climate-economics-focus/cbam-which-economies-could-be-hit-hardest
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Ukraine is by far the most
exposed to CBAM given that the
EU is a key buyer in these
sectors and that these trade
flows equate to almost 1.5% of
GDR

South Africa, India and China all
seare highly an carbon exposure
given that coal makes up over
50% of their total energy
supply.

Major oil and gas preducers like
Saudi Arabia and Kuwait
perform better as they use little
to na coal, despite fossil fuels
making up the majority of their
energy supply.
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CBAM Dashbhoard

CE CBAM Exposure Index

Country Name Trade Exposure Carbon Exposure CBAM Exposure

Ukraine
South Africa
Vietnam
India
Turkey
Kazakhstan
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China
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Australia
Korea
Japan
Philippines
Thailand
Azerbaijan
Saudi Arabia
Sm Lanka
Singapore
Qatar
Colombiea
Kunwait
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Our proprietary CBAM Exposure Indices provide an easy-to-interpret way to compare

the relative impact of CBAM across economies and identify where the most acute

risks lie.



https://www.capitaleconomics.com/data-and-charts/cbam-dashboard

Event: The economic
iImplications of CBAM

Watch this special online briefing on what CBAM will mean for the EU economies, its trading partne
and for European industrial competitiveness.

Watch here

Other Analysis on EU Carbon Policy
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EUROPE ECONOMICS UPDATE

How much will ETS2 add to eur o-zone inflation?

The introduction of the EU’s Emissions Trading System 2 will add only a small
amount to headline inflation in the euro-zone in 2027, perhaps just 0.1 percentage
points. So ETS2 is unlikely to be...

9th October 2025 - 3 mins read


https://www.capitaleconomics.com/events/drop-eus-looming-carbon-border-tax-what-it-means-growth-trade-and-competitiveness
https://www.capitaleconomics.com/publications/europe-economics-update/how-much-will-ets2-add-euro-zone-inflation
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EU carbon market surplus keeps pricesin check

The surplus in the EU carbon market dampened incentives to decarbonise in 2024,
and the likelihood that the surplus is maintained until 2027 will keep a lid on carbon
prices in the near term. Further...

29th May 2025 - 3 mins read


https://www.capitaleconomics.com/publications/climate-economics-update/eu-carbon-market-surplus-keeps-prices-check
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EU faces “ difficult second album” syndrome with ET S2

By seeking to extend the “polluter pays” principle to building owners and road users,
the ‘sequel’ to the EU’s Emissions Trading Scheme was always likely to run into
public and political opposition...

19th May 2025 - 4 mins read


https://www.capitaleconomics.com/publications/climate-economics-update/eu-faces-difficult-second-album-syndrome-ets2
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|sthe EU backdliding on climate policy?

The EU’s Clean Industrial Deal and Omnibus packages mark a shift in climate policy
as pushback against the costs of climate action grows. With the EU less willing to
impose costs on the private sector...

27th February 2025 - 4 mins read


https://www.capitaleconomics.com/publications/climate-economics-update/eu-backsliding-climate-policy
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1. A primer on the EU’s emissionstrading scheme

This first report of a three-part mini-series explains what an emissions trading scheme
(ETS) is and how the ETS has evolved since its introduction in 2005. It then explores
how reforms to the ETS...

22nd February 2024 - 13 mins read


https://www.capitaleconomics.com/publications/climate-economics-focus/primer-eus-emissions-trading-scheme
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2. Modelling mar ket fundamentals and price dynamics

This second report of a three-part mini-series establishes a framework for assessing
the outlook for the EU carbon price. It sets out our approach for modelling the
fundamental price of an EU carbon...

22nd February 2024 - 10 mins read


https://www.capitaleconomics.com/publications/climate-economics-focus/modelling-market-fundamentals-and-price-dynamics
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3. Forecasting near-term movesin the carbon price

This final report of a three-part mini-series establishes a framework for assessing the
outlook for the EU carbon price. It takes an in-depth look at the various factors that
typically drive the EU...

22nd February 2024 - 7 mins read


https://www.capitaleconomics.com/publications/climate-economics-focus/forecasting-near-term-moves-carbon-price




