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How can Europe respond to an 
increase in tariffs on American 
imports? 

Economic agenda of the second presidency of Donald Trump, 
whose inauguration will take place in a few days, presents 
significant challenges for the European Union (EU), particularly 
in terms of trade. Despite political fragmentation, political 
uncertainties in certain countries, and heterogeneous 
economic situation with significant growth disparities among 
member states, the EU must develop a common strategic 
response. 

Given the importance of trade between the two regions, 
deteriorated trade relations would be detrimental for both, but 
likely more for the United States than for the EU, especially for 
the manufactured goods sector. 

In the short term, in the face of potential or actual American 
threats, the EU must act collectively using its trade tools. If 
negotiations fail, an emergency aid plan will be necessary to 
support vulnerable sectors. However, it is also crucial to 
maintain ongoing dialogue with the new government of the 
United States.  

In the long term, a strategic response to more conflictual 
transatlantic relations appears necessary, as well as the revival 
of the competitiveness of the European single market through 
an integrated industrial policy and, finally, a diversification of 
trade to reduce dependence on the United States and China. 

With a market of 450 million inhabitants, rapidly growing trade, 
and a network of trade agreements that has strengthened in 
recent years, the EU seems capable of providing a firm response 
to the United States; the most challenging part will be doing so 
while preserving a resilient relationship. 
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The second presidency of Donald Trump is shaping up to be difficult for the European 
Union (EU), particularly on the trade front. At the end of December, already elected 
(but not yet in office) he threatened the EU with massive tariffs if it did not purchase 
more American oil and gas... The EU must therefore develop a common strategic 
response to the increased risk of higher tariffs. While the EU currently appears more 
fragmented, both politically (although the Christian Democrats of the European 
People's Party, or EPP, remain the leading political force, Eurosceptic parties gained 
momentum) and economically (with heterogeneous situations among the member 
states), the trade policy agenda of Trump's second term represents a test for European 
cohesion. This challenge will require strong responses in the short term and medium 
to long term. Recent years have shown that the EU is capable of responding to a 
health crisis and to unfair practices from China. Will it be able to present a united front 
against the United States? 

European Union and the United States: some indicators of 
trade dependence 

The significance of trade between the two regions demonstrates how detrimental 
deteriorated trade relations would be for both areas, but likely a bit more so for the 
United States. 

Dependence Ratio 

The United States have a higher dependence ratio on the EU (the ratio of trade in 
goods with the EU to total trade in goods) than the EU has on the United States. In 
2024, this ratio reached an average of 18.3% in the United States, compared to 6.7% for 
the EU based on total trade and 17.3% when considering only EU trade with non-EU 
countries. 

Dependence ratio 

  
Sources : NATIXIS, US Census Bureau, FMI 
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Relation between the EU and the United States from the Perspective 
of Value Added 

The analysis of trade in value added terms provides a complementary view on the EU-
U.S. relations. It measures the value that each trade partner adds to the production 
process of goods and services consumed respectively in the United States and in the 
EU. To present a quick overview of these relations, we use the OECD's TiVA indicators1 
(the latest available data refers to 2020), specifically the foreign value added contained 
in final domestic demand (FDFVA). By considering the origin of the value added in 
final consumption (households and public administrations) and in business 
investment, the FDFVA indicates where this foreign value added comes from. 
According to the OECD, this indicator shows how foreign sectors (upstream in the 
value chain) are linked to local consumers, even in the absence of a direct commercial 
relationship. 

From the perspective of the value added and considering all sectors of activity, the 
dependence of the United States on the EU is lower than that of the EU on the United 
States. The value added from the United States (from the EU) contained in the final 
domestic demand of the EU (of the United States) reaches 2.4% of total value added 
(2.1%). 

Foreign value added in domestic final demand (FDFVA) as a percentage of total VA 
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Sources : NATIXIS, OCDE TiVA 

 

 

 
1 https://www.oecd.org/en/topics/sub-issues/trade-in-value-added.html 
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This advantage of the United States over the EU is explained by three sectors: services, 
mining and quarrying, and manufacturing of computer, electronic, and optical 
products, as well as of the electrical equipment. 

In contrast, in all other major branches of manufacturing, the share of EU value added 
in the final demand of the United States is significantly higher. It reaches 10% in 
machinery and equipment in 2020, and 9% in chemical products and non-metallic 
minerals. 

These figures from 2020 have likely evolved. In this regard, the change in the 
dependence ratio presented earlier suggests an intensification of relations in terms of 
value added. Indeed, the merchandise trade of the United States indicates a 
decoupling of trade from China. While trade between the United States and the rest 
of the world, as well as between the United States and Europe, has tended to stabilize 
during the 2022-2024 period, trade between China and the United States has 
significantly decreased, signalling a decoupling between the two economies, likely to 
the benefit of the EU. 

Merchandise Trade: United States (100 = Jan. 2018) 

 
Sources : NATIXIS, Census Bureau 

For comparison, we present below the FDFVA data considering the EU and the United 
States on the one hand, and China on the other. Unsurprisingly, the data shown in the 
table below highlights the significant weight of China. The value added from China 
contained in the U.S. domestic demand reached an average of 17.7% in 2019-2020 for 
all sectors, and 15.9% in the domestic demand of the EU. This share rises to 26% and 
29.6% for the manufacturing sector, respectively. 

Another noteworthy element concerns the significant imbalance that existed at the 
time between the United States and China, with U.S. FDFVA towards China being 
barely 11%, much lower than the 17.7% of China's FDFVA towards the United States. In 
contrast, the EU's position appears more balanced, with the EU's FDFVA towards 
China rising to 16.1% during the considered period, which is almost identical to that of 
China. 
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Foreign value added in domestic final demand, Avg 2019-2020, as percentage of Total VA 

 
Sources : NATIXIS, OCDE TiVA 
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In the short term, establish a common response to the 
unilateral (aggressive) measures of the United States 
using the available tools 

Trade policy is an exclusive competence of the EU authority. The EU, and not the 
member states, legislates on trade matters and concludes international trade 
agreements (Article 207 of the Treaty on the Functioning of the European Union). The 
EU's ability to speak with one voice on the global stage places it in a strong position 
regarding international trade. 

This strength has been reinforced in recent years with the establishment of a range of 
new trade policy instruments: 

► The Anti-Coercion Instrument (ACI) came into force in December 2023. Primarily 
designed as a protection against economic coercion, it provides a framework for 
responding with a wide range of countermeasures when a country refuses to lift 
imposed coercive measures (tariffs, trade restrictions on services, access to foreign 
direct investment, or public procurement, etc.). 

► The Foreign Subsidies Regulation (FSR) came into effect in January 2023 to 
prevent competition distortions arising from subsidies granted by third countries 
to companies operating (or to products circulating) on the internal market. 

► The International Procurement Instrument (IPI), in effect since August 2022, is a 
trade policy tool aimed at ensuring that EU companies have fair access and 
competitive conditions in the public procurement markets of third countries. The 
IPI thus aims to promote greater reciprocity in the opening of public procurement 
markets. 

The EU currently has instruments that can be directly used to respond to American 
pressures. In 2018, in response to the first wave of U.S. tariffs, the EU had already 
responded progressively with two regulations2 concerning certain trade policy 
measures targeting specific products from the United States. In the face of a new U.S. 
action on tariffs, the EU's response, being more structured and faster, can be 
significantly stronger (for more information on the trade reinforcement tools available 
to the EU, see here). 

By using deterrence mechanisms to defend its interests, the EU has the opportunity 
to bring the United States to the negotiation table and thus avoid an escalation of 
coercive measures. 

Beyond the trade policy response that the EU is capable of providing, it should also 
prepare to respond to the economic consequences of failed negotiations with the 
United States. An emergency aid plan to mitigate the potential economic impact of 
the U.S. "aggression" in trade, including financial support for the most vulnerable 
industries, would contribute to the economic resilience of the EU. 

Finally, in the short term (as well as in the medium term), the EU will need to focus on 
maintaining continuity in dialogue and coordination between the EU and the United 
States by extending and strengthening the Transatlantic Trade and Technology 
Dialogue (EU-US Trade and Technology Council, TTC 2021-2024). 

 
2 https://eur-lex.europa.eu/legal-content/ENG/TXT/PDF/?uri=CELEX:32018R0724&from=ES; 
https://eur-lex.europa.eu/legal-content/ENG/TXT/HTML/?uri=CELEX%3A32018R0886 

https://www.consilium.europa.eu/en/policies/trade-policy/
https://eur-lex.europa.eu/legal-content/ENG/TXT/PDF/?uri=CELEX:32018R0724&from=ES
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Long-Term: Reducing Vulnerability to Trade Disruptions 
and Building Economic Resilience 

In the longer term, the EU's response should focus on three axes: 

► A defensive axis in response to more conflictual transatlantic relations. This 
axis could revolve around a common long-term strategic position of the EU 
towards the United States, similar to the "Strategic Vision of the Union on EU-
China Relations" from 20193. 

► An axis to strengthen the competitiveness of the single market and long-
term economic resilience, notably through a more integrated common 
industrial policy. The EU's industrial policy currently relies heavily on a national 
approach (in terms of funding, project selection), which creates risks of unfair 
competition and market fragmentation within the single market. In this regard, 
the 27 EU leaders approved a new twelve-point competitiveness agreement on 
November 8, 2024, calling for a "comprehensive and coherent" mobilization of 
all instruments and policies. However, the specific instruments have not been 
detailed at this stage, and the issue of financial solidarity remains challenging. 

► An axis to diversify trade flows with alternative markets through new trade 
agreements that reduce excessive dependence on the U.S. market as well as 
China (see our Report). The "Global Gateway" strategy also illustrates the EU's 
willingness to contribute to the development of partner countries in Africa, Asia, 
and Latin America. This strategy constitutes the "EU's contribution to the global 
investment deficit" in quality infrastructure that adheres to the highest social 
and environmental standards, in line with the EU values and norms. More 
broadly, the Commission views trade agreements as factors of growth and 
prosperity. The annual report on the EU's trade policy published last October4  
reveals that in 2023, the value of the EU's trade with 74 partners exceeded 
€2,300 billion, representing an increase of more than 30% over five years. EU 
exports to these partners, thanks to preferential agreements, have progressed 
more steadily, providing greater resilience in a more challenging environment. 
The Commission has removed 140 trade barriers, generating an additional €6.2 
billion in exports for 2023. 

The EU is a global trading power, well-armed and responsive, with a market of nearly 
450 million inhabitants (335 million in the United States) and a vast network of trade 
agreements. In the face of a more aggressive American trade policy, the EU seems 
capable of providing a firm response and holds a favorable position for negotiating 
with the United States. The challenge is to prepare a common response while 
maintaining a resilient relationship with the United States. In facing this challenge, 
the main risk may well come from the EU itself, with some member states showing a 
desire for restraint in their response. 

 
3 https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX%3A52019JC0005 
 
4 https://ec.europa.eu/transparency/documents-register/detail?ref=COM(2024)385&lang=fr et voir ici 

https://research.natixis.com/Site/en/publication/mTDjFIpnAq97j4JQaPmjPA%3D%3D?from=share
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX%3A52019JC0005
https://ec.europa.eu/transparency/documents-register/detail?ref=COM(2024)385&lang=fr
https://circabc.europa.eu/ui/group/7fc51410-46a1-4871-8979-20cce8df0896/library/a916bdee-d5a2-40df-8848-e128775f6701/details?download=true
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is factual information and does not reflect any opinion or judgment by Natixis. The information contained in this research material should not be 
construed as offer, marketing, solicitation or investment advice with respect to any financial investment products mentioned in this material. 
In Australia, Natixis has a wholly owned subsidiary, Natixis Australia Pty Limited ("NAPL"). NAPL is registered with the Australian Securities & 
Investments Commission and holds an Australian Financial Services License (No. 317114) which enables NAPL to conduct its financial services 
business in Australia with "wholesale" clients. Details of the AFSL are available upon request. 
Natixis S.A. is not an Authorised Deposit-Taking Institution under the Australian Banking Act 1959, nor is it regulated by the Australian Prudential 
Regulation Authority. Any references made to banking in the document refer to Natixis activities outside of Australia. 
Natixis is authorized by the ACPR and regulated by the Dubai Financial Services Authority (DFSA) for the conduct of its business in and from the 
Dubai International Financial Centre (DIFC). The document is being made available to the recipient with the understanding that it meets the DFSA 

definition of a Professional Client; the recipient is otherwise required to inform Natixis if this is not the case and return the document. The recipient 
also acknowledges and understands that neither the document nor its contents have been approved, licensed by or registered with any regulatory 
body or governmental agency in the GCC or Lebanon. 
In Oman, Natixis neither has a registered business presence nor a representative office in Oman and does not undertake banking business or 
provide financial services in Oman. Consequently, Natixis is not regulated by either the Central Bank of Oman or Oman’s Capital Market Authority. 
This document has been prepared by Natixis. 
The information contained in this document is for discussion purposes only and neither constitutes an offer of securities in Oman as contemplated 
by the Commercial Companies Law of Oman (Royal Decree 4/74) or the Capital Market Law of Oman (Royal Decree 80/98), nor does it constitute 
an offer to sell, or the solicitation of any offer to buy non-Omani securities in Oman as contemplated by Article 139 of the Executive Regulations 
to the Capital Market Law (issued vide CMA Decision 1/2009). 
Natixis does not solicit business in Oman and the only circumstances in which Natixis sends information or material describing financial products 
or financial services to recipients in Oman, is where such information or material has been requested from Natixis and by receiving this document, 
the person or entity to whom it has been dispatched by Natixis understands, acknowledges and agrees that this document has not been approved 
by the CBO, the CMA or any other regulatory body or authority in Oman. 
Natixis does not market, offer, sell or distribute any financial or investment products or services in Oman and no subscription to any securities, 
products or financial services may or will be consummated within Oman. 
Nothing contained in this document is intended to constitute Omani investment, legal, tax, accounting or other professional advice. 
In Qatar, The information contained in this document has been compiled in good faith with all reasonable care and attention and, to the best of our 
knowledge and belief, is correct at the time of publication and does not omit any data available to us that is material to the correctness of such 
information. Any opinions expressed herein have been formed in good faith on the relevant facts available at the time of its formation.. 
Natixis Saudi Arabia Investment Company, licensed and regulated by the Capital Market Authority (Number: 19205-31), located in Alfaisaliah 
Tower, 16th Floor, King Fahad Road, Riyadh – KSA. 
Argentina: In accordance with laws and regulations in force, the representative office of a foreign financial institution not licensed to operate in 
Argentina is prohibited from receiving funds from the public for itself or for the foreign financial institution it represents.  The unlicensed 
representative office is not authorized to perform foreign exchange transactions reserved to licensed entities pursuant to Law No. 18,924 on 
Brokerage Firms and Agencies.  Any violation of the laws related to the unauthorized taking of funds shall be punishable consistent with Section 
41 of Law 21,526 on Financial Institutions (Ley de Entidades Financieras), while violations of laws relating to foreign exchange transactions shall 
be punishable under the Criminal Exchange Regulations (Régimen Penal Cambiario) set forth in Law 19.359 (as amended and restated by Decree 
480/1995). 
Colombia: By receiving this document you confirm that you have requested us to provide you this document and information on described in it. 
You also confirm that your interest in requesting such documents and information arose out of your own private interest and was not the result of 
any direct or indirect solicitation, promotion or offering of services or products by Natixis or by any of its representatives. Accordingly, the information 
contained in this document is not intended and should not be construed as constituting onshore promotion, marketing or solicitation of securities-
market services or products. The distribution of the information contained in this document is restricted by law and persons who access it are 
required to comply with all such restrictions. The information is not intended to be published or made available to any person in any jurisdiction 
where doing so would contravene any applicable laws or regulations. By receiving this document, you confirm that you are aware of the laws in 
Colombia relating to the promotion and marketing of financial services products and you warrant and represent that you will not pass on or utilize 
the information contained in this document in a manner that could constitute a breach of such laws by Natixis, its affiliates or any other person. 
Any securities or products mentioned in this document have not been and will not be registered with the National Register of Securities ("Registro 
Nacional de Valores y Emisores") maintained by the Colombian Financial Superintendency ("Superintendencia Financiera de Colombia") and may 
not be publicly offered or sold in Colombia. This information does not constitute and should not be construed as an offer to enter into any agreement, 
or to purchase or subscribe any securities. The information is provided for information purposes only and does not constitute investment, legal, 
tax or other advice or any recommendation to buy, sell or otherwise transact in any of the funds or securities mentioned. Prospective investors 
should take appropriate professional advice before making any investment decision. 
Chile: This communication and any accompanying information (the "Materials") are intended solely for informational purposes and do not constitute 
(and should not be interpreted to constitute) the selling, or conducting of business with respect to such products or services in Chile (this 
"Jurisdiction"), or the conducting of any brokerage, banking or other similarly regulated activities in this Jurisdiction. Natixis ("Bank") is not registered 
(or intended to be registered) in this Jurisdiction.  The Materials/information is/are private, confidential and are sent by the Bank only for the 
exclusive use of the addressee. The Materials must not be publicly distributed and any use of the Materials by anyone other than the addressee 
is not authorized.  The addressee is required to comply with all applicable laws in this Jurisdiction, including, without limitation, tax laws and 
exchange control regulations, if any.  
Peru: The products/information mentioned here has/have not been registered under the Peruvian Securities Market Law (Supreme Decree N° 
093-2002-EF) or before the Superintendencia del Mercado de Valores (SMV). There will be no public offering of the shares in Peru The SMV has 
not reviewed the information provided to the investor. This material is only for the exclusive use of Institutional investors in Peru and is not for 
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Panama: This document and its content are for information purposes and shall not be interpreted as banking or financial intermediation, business 
solicitation and/or public offering of any kind. Any and all services provided by Natixis are provided on a cross border basis outside of Panama.   
Natixis is not authorized by the Superintendence of Banks nor the Superintendence of the Securities Market to carry out any activities locally in 
Panama. 
Brazil: There are no products mentioned here which have been issued, placed, distributed or offered in the Brazilian market.  Documents relating 
to these products, as well as information contained therein, may not be supplied to the public in Brazil nor be used in connection with any offer for 
subscription or sale of financial products or services to the public in Brazil.  These products will not be offered in Brazil, except in circumstances 
which do not constitute any breach or noncompliance with the Brazilian applicable legislation.   
Mexico: “As per your request, this information is delivered to you, which strictly pertains to activities performed by Natixis, a Foreign Financial 
Entity in its country of origin, such institution is herein represented by its Representation Office in Mexico. This information is being delivered to 
you for information purposes only. Please note that the Representation Office in Mexico is prevented from negotiating, executing, or participating 
in (i) operations related to listed derivatives; and (ii) securing funds from the general public in Mexico.” 
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