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Thirty-five years ago, following the formation of Poland’s 
first noncommunist government post-World War II, Lawrence 
Eagleburger, then deputy U.S. secretary of state, sent a note 
to the American ambassador in Warsaw. He encouraged 
efforts to ensure economic prosperity in Poland, “full 
employment, low inflation, high productivity and a Mercedes 
(or equivalent) in every garage.” Though the memo ended on 
a humorous note, it also foreshadowed the Poland that was 
to emerge 30 years later.

Generating prosperity after years of central planning required shock 
therapy.  The government’s Balcerowicz plan (named after Polish 
Finance Minister Leszek Balcerowicz) attempted to revamp the 
economy by introducing wholesale free market reforms.  When the Iron 
Curtain came down in 1989, Poland teetered on the verge of bankruptcy, 
burdened by inefficient agriculture, outdated infrastructure and a 
high level of sovereign debt. Yet, defying expectations, the economy 
flourished after the government took bold actions to implement 
extensive supply-side reforms, privatize state-owned enterprises and 
rebuild its institutions, including a free press, democratic accountability 
and the rule of law. Poland’s strong education system continued to 
produce high-quality graduates, especially in mathematics and science. 
All were critical building blocks for an economy that would rely 
on innovation, entrepreneurship and hard work, rather than global 
commodity prices or financial engineering.

Poland experienced a significant economic boost when it joined the 
European Union (EU) in 2004, gaining full access to the common 
market and benefiting from EU development funds to overhaul its 
aging infrastructure. Since the fall of communism, Poland has seen its 
gross domestic product (GDP) increase more than tenfold.  Today, with 
an $840 billion economy, Poland is on the cusp of becoming a trillion- 
dollar economy. Over the last two decades, Poland’s GDP per capita 
has almost quadrupled, achieving a compound annual growth rate 
(CAGR) of 7%, outperforming all the top 15 emerging markets except 
China and India (Display 1). 
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Despite these improvements, last year presented 
challenges. Private consumption was impacted by the 
inflationary shocks and fall in confidence following Russia’s 
invasion of Ukraine, leading the economy into a technical 
recession during the first two quarters of 2023.  Inflation 
has declined following a peak of 18% in February 2023 to 
less than 4%, benefiting from lower commodity prices and 
a tighter monetary policy. The outlook has stabilized, and 
with wage growth outpacing inflation, consumption should 
return to solid growth in 2024.  

The political news is also positive. Last October, voters 
turned out in record numbers to eject the ruling populist-
nationalist Law and Justice party (PiS) that had run the 
country for the past eight years. Donald Tusk, a former prime 
minister who spent four years as president of the European 
Commission, now heads a coalition of centrist parties. One of 
Tusk’s key tasks will be to mend strained relations with the 
EU and unlock more than 137 billion euros in funds that had 
been frozen after PiS tried to limit judicial independence.

The highly divisive political climate under PiS hurt businesses, 
but since the election, consumer confidence has improved 
markedly. The new government remains firmly committed 
to the EU and North Atlantic Treaty Organization (NATO). 
Poland’s competitive labor force, strong institutions and a 
macroeconomic landscape with no major imbalances should 
continue to attract foreign investors. The country is now 
a crucial manufacturing hub for western companies - with 
28% of exports heading to Germany - benefiting from a 
network of supply firms, attractive tax rates and modernized 
infrastructure. It has also emerged as a key player in “ally-
shoring” strategies (Display 2). 

The macro picture also looks healthy. We expect the 
government’s fiscal deficit to hover around 5% of GDP 
this year after hitting a similar level in 2023. Military 
spending will increase sharply in the next few years, with 
the military’s modernization plan rising to 4% of GDP this 
year, a record among EU countries. Overall, the economic, 
political and earnings picture looks rosy, yet investors 

DISPLAY 1
GDP per Capita (Once It Crosses $5K)

Source: World Bank
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have overlooked the country’s progress, with Poland 
constituting less than 1% of the MSCI EM Index.

A few challenges remain, particularly in productivity and 
fiscal management. According to the World Bank, an average 
industrial firm in Poland needs three times more staff 
than a firm in Germany to produce the same product. The 
average Polish worker is generating around $30 of GDP 
per hour worked, almost half of the output of an average 
German employee. 

In time, productivity should improve. A thriving 
equity culture and deep capital markets allow Polish 
entrepreneurs to raise capital at home. Poland has more 
than 450 listed companies, on par with Brazil, and many 

more than Mexico. Foreign direct investment (FDI) is still 
strong at 3% of GDP, and the country will continue to be 
an attractive destination for future investments. Poland’s 
geographical location, historically a liability, is now a 
positive. Given political, economic and financial linkages 
to Europe, and longer-term opportunities from rebuilding 
war-torn Ukraine once the fighting stops.

What about Eagleburger’s aspirations for a Mercedes in 
every Polish garage? Car ownership in Poland has tripled 
since 1989, bringing the country in line with France or 
Germany. With so much going for it, we think investors 
are well advised to look at one of the most successful 
economies to emerge from the former Soviet bloc.

DISPLAY 2 
Slow But Steady Climb
Polish Share of German Imports

Source: Germany Federal Statistical Office, Bloomberg. Period to 12/31/2023.
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Risk Considerations
There is no assurance that a portfolio will achieve its investment objective. Portfolios are subject to market risk, which is the possibility 
that the market values of securities owned by the portfolio will decline and that the value of portfolio shares may therefore be less than 
what you paid for them. Market values can change daily due to economic and other events (e.g., natural disasters, health crises, terrorism, 
conflicts and social unrest) that affect markets, countries, companies or governments. It is difficult to predict the timing, duration and 
potential adverse effects (e.g., portfolio liquidity) of events. Accordingly, you can lose money investing in this portfolio. Please be aware 
that this portfolio may be subject to certain additional risks. In general, equities securities’ values also fluctuate in response to activities 
specific to a company. Investments in foreign markets entail special risks such as currency, political, economic, market and liquidity risks. 
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DEFINITIONS
Compound Annual Growth Rate (CAGR) is the year-over-year growth rate 
of an investment over a specified period. Gross Domestic Product (GDP) 
is the monetary value of all the finished goods and services produced 
within a country’s borders in a specific time period. It includes all private 
and public consumption, government outlays, investments and net exports.

INDEX DEFINITIONS
The MSCI Emerging Markets Index (EM) is a free float-adjusted market 
capitalization weighted index that is designed to measure equity market 
performance of emerging markets. 

IMPORTANT DISCLOSURES
Past performance is no guarantee of future results. The returns referred 
to herein are those of representative indices and are not meant to depict 
the performance of a specific investment.
There is no guarantee that any investment strategy will work under all 
market conditions, and each investor should evaluate their ability to invest 
for the long-term, especially during periods of downturn in the market.
A separately managed account may not be appropriate for all investors. 
Separate accounts managed according to the particular Strategy may 
include securities that may not necessarily track the performance of a 
particular index. Please consider the investment objectives, risks and 
fees of the Strategy carefully before investing. A minimum asset level 
is required.
For important information about the investment managers, please refer 
to Form ADV Part 2.
The views and opinions and/or analysis expressed are those of the author 
or the investment team as of the date of preparation of this material 
and are subject to change at any time without notice due to market or 
economic conditions and may not necessarily come to pass. Furthermore, 
the views will not be updated or otherwise revised to reflect information 
that subsequently becomes available or circumstances existing, or changes 
occurring, after the date of publication. The views expressed do not reflect 
the opinions of all investment personnel at Morgan Stanley Investment 
Management (MSIM) and its subsidiaries and affiliates (collectively “the 
Firm”), and may not be reflected in all the strategies and products that 
the Firm offers.
Forecasts and/or estimates provided herein are subject to change and may 
not actually come to pass. Information regarding expected market returns 
and market outlooks is based on the research, analysis and opinions of 
the authors or the investment team. These conclusions are speculative in 
nature, may not come to pass and are not intended to predict the future 
performance of any specific strategy or product the Firm offers. Future 
results may differ significantly depending on factors such as changes in 
securities or financial markets or general economic conditions.
This material has been prepared on the basis of publicly available information, 
internally developed data and other third-party sources believed to be 
reliable. However, no assurances are provided regarding the reliability 
of such information and the Firm has not sought to independently verify 
information taken from public and third-party sources.
This material is a general communication, which is not impartial and all 
information provided has been prepared solely for informational and 
educational purposes and does not constitute an offer or a recommendation 
to buy or sell any particular security or to adopt any specific investment 
strategy. The information herein has not been based on a consideration of any 
individual investor circumstances and is not investment advice, nor should it 
be construed in any way as tax, accounting, legal or regulatory advice. To that 
end, investors should seek independent legal and financial advice, including 
advice as to tax consequences, before making any investment decision.

The indexes are unmanaged and do not include any expenses, fees or sales 
charges. It is not possible to invest directly in an index. Any index referred 
to herein is the intellectual property (including registered trademarks) 
of the applicable licensor. Any product based on an index is in no way 
sponsored, endorsed, sold or promoted by the applicable licensor and it 
shall not have any liability with respect thereto.
This material is not a product of Morgan Stanley’s Research Department 
and should not be regarded as a research material or a recommendation.
The Firm has not authorised financial intermediaries to use and to distribute 
this material, unless such use and distribution is made in accordance with 
applicable law and regulation. Additionally, financial intermediaries are 
required to satisfy themselves that the information in this material is 
appropriate for any person to whom they provide this material in view of 
that person’s circumstances and purpose. The Firm shall not be liable for, 
and accepts no liability for, the use or misuse of this material by any such 
financial intermediary.
This material may be translated into other languages. Where such a 
translation is made this English version remains definitive. If there are any 
discrepancies between the English version and any version of this material 
in another language, the English version shall prevail.
The whole or any part of this material may not be directly or indirectly 
reproduced, copied, modified, used to create a derivative work, performed, 
displayed, published, posted, licensed, framed, distributed or transmitted 
or any of its contents disclosed to third parties without the Firm’s express 
written consent. This material may not be linked to unless such hyperlink 
is for personal and non-commercial use. All information contained herein 
is proprietary and is protected under copyright and other applicable law.
Eaton Vance is part of Morgan Stanley Investment Management. 
Morgan Stanley Investment Management is the asset management division 
of Morgan Stanley.

DISTRIBUTION
This material is only intended for and will only be distributed to persons 
resident in jurisdictions where such distribution or availability would 
not be contrary to local laws or regulations.
MSIM, the asset management division of Morgan Stanley (NYSE: MS), and 
its affiliates have arrangements in place to market each other’s products 
and services. Each MSIM affiliate is regulated as appropriate in the 
jurisdiction it operates. MSIM’s affiliates are: Eaton Vance Management 
(International) Limited, Eaton Vance Advisers International Ltd, Calvert 
Research and Management, Eaton Vance Management, Parametric 
Portfolio Associates LLC and Atlanta Capital Management LLC.
This material has been issued by any one or more of the following entities:

EMEA:
This material is for Professional Clients/Accredited Investors only.
In the EU, MSIM and Eaton Vance materials are issued by MSIM Fund 
Management (Ireland) Limited (“FMIL”). FMIL is regulated by the Central 
Bank of Ireland and is incorporated in Ireland as a private company limited 
by shares with company registration number 616661 and has its registered 
address at 24-26 City Quay, Dublin 2, DO2 NY19, Ireland.
Outside the EU, MSIM materials are issued by Morgan Stanley Investment 
Management Limited (MSIM Ltd) is authorised and regulated by the Financial 
Conduct Authority. Registered in England. Registered No. 1981121. Registered 
Office: 25 Cabot Square, Canary Wharf, London E14 4QA.
In Switzerland, MSIM materials are issued by Morgan Stanley & Co. 
International plc, London (Zurich Branch) Authorised and regulated by 
the Eidgenössische Finanzmarktaufsicht (“FINMA”). Registered Office: 
Beethovenstrasse 33, 8002 Zurich, Switzerland.
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Outside the US and EU, Eaton Vance materials are issued by Eaton Vance 
Management (International) Limited (“EVMI”) 125 Old Broad Street, London, 
EC2N 1AR, UK, which is authorised and regulated in the United Kingdom 
by the Financial Conduct Authority.
Italy: MSIM FMIL (Milan Branch), (Sede Secondaria di Milano) Palazzo 
Serbelloni Corso Venezia, 16 20121 Milano, Italy. The Netherlands: MSIM 
FMIL (Amsterdam Branch), Rembrandt Tower, 11th Floor Amstelplein 
1 1096HA, Netherlands. France: MSIM FMIL (Paris Branch), 61 rue de 
Monceau 75008 Paris, France. Spain: MSIM FMIL (Madrid Branch), Calle 
Serrano 55, 28006, Madrid, Spain. Germany : MSIM FMIL, Frankfurt 
Branch, Grosse Gallusstrasse 18, 60312 Frankfurt am Main, Germany 
(Gattung: Zweigniederlassung (FDI) gem. § 53b KWG). Denmark: MSIM 
FMIL (Copenhagen Branch), Gorrissen Federspiel, Axel Towers, Axeltorv2, 
1609 Copenhagen V, Denmark.

MIDDLE EAST:
Dubai: MSIM Ltd (Representative Office, Unit Precinct 3-7th Floor-Unit 
701 and 702, Level 7, Gate Precinct Building 3, Dubai International Financial 
Centre, Dubai, 506501, United Arab Emirates. Telephone: +97 (0)14 709 7158).
This document is distributed in the Dubai International Financial Centre by 
Morgan Stanley Investment Management Limited (Representative Office), 
an entity regulated by the Dubai Financial Services Authority (DFSA). It is 
intended for use by professional clients and market counterparties only. 
This document is not intended for distribution to retail clients, and retail 
clients should not act upon the information contained in this document. 
This document relates to a financial product which is not subject to any 
form of regulation or approval by the DFSA. The DFSA has no responsibility 
for reviewing or verifying any documents in connection with this financial 
product. Accordingly, the DFSA has not approved this document or any other 
associated documents nor taken any steps to verify the information set out 
in this document, and has no responsibility for it. The financial product to 
which this document relates may be illiquid and/or subject to restrictions 
on its resale or transfer. Prospective purchasers should conduct their own 
due diligence on the financial product. If you do not understand the contents 
of this document, you should consult an authorised financial adviser.
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| NOT A DEPOSIT
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