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EU trade policy: More markets and closer 
cooperation would generate  

moderate growth effects 
 

US tariff policy, as well as intensifying competition from China, is dampening economic 

growth in Germany and many other export-oriented EU economies. In response, the EU is 

stepping up its efforts to conclude new trade agreements with additional countries and 

deepen existing agreements. Model calculations commissioned by Bertelsmann Stiftung 

however only show moderate growth effects overall, even under far-reaching assumptions: 

if the EU succeeds in concluding new agreements with 26 countries and deepening its  

existing agreements with 40 countries, German gross domestic product (GDP) could increase 

by up to 0.7 per cent in the long term. For the EU, the potential GDP growth would amount 

to slightly more than 0.6 per cent. 

 

Gütersloh, 27 November 2025. The strongest growth impulse would result if the EU were to 
conclude new agreements and deepen existing ones at the same time. For Germany, this 
would translate into a 0.7 per cent increase in GDP in the long term. Based on 2024 GDP fig-
ures, this would correspond to approximately 29 billion euros. For the EU, the corresponding 
figure would be slightly above 0.6 per cent. German industries that would benefit particularly 
from the removal of existing trade barriers are the automotive and metal sectors, electrical 
equipment, and mechanical engineering. 
 
However, the political obstacles to trade liberalisation in the scenario described are so high 
that it is not realistic to expect all the simulated agreements to be implemented. "Neverthe-
less, these calculations provide a useful benchmark for what the EU could achieve with more 
and deeper agreements. By concluding new free trade agreements and deepening existing 
ones, the EU can offer a constructive response to US tariff policy," says Thieß Petersen, eco-
nomic expert at Bertelsmann Stiftung. 
 
 
EU’s reliability makes it an attractive trading partner 
 
Combining new agreements with the deepening of existing ones would yield the largest ef-
fects, while effects are smaller when considering only parts of the scenario. A series of new 
trade agreements with some of the most important economies in Asia, South America and Af-
rica, as well as with Australia, could increase German GDP by 0.36 per cent in the long term – 
equivalent to approximately €15.5 billion, based on 2024 GDP figures. The corresponding fig-
ure for the EU is 0.3 per cent, or just over €54 billion.  
 
Deepening existing EU free trade agreements would have similar effects. There are currently 
very few trade barriers between the EU and South Korea. If the EU could bring all its existing 
free trade agreements up to this level, German GDP could be 0.3 per cent higher in the short 
term. However, such comprehensive trade agreements are also more difficult to negotiate 
than those focused primarily on tariff reductions.  
 



  

   

 

"We should not overestimate the growth effects of individual agreements, and even if many 
new ones were concluded, the overall effect would be rather moderate," comments Etienne 
Höra, trade expert at Bertelsmann Stiftung. "In uncertain times, however, trade agreements 
create stability and can also help reduce dependence on individual countries. This is of great 
interest to both the EU and its trading partners." 
 
Additional information:  
The simulations on the economic effects of new or deeper free trade agreements were car-
ried out using the Kiel Institute Trade Policy Evaluation (KITE) model. This model was devel-
oped specifically for the analysis of trade policy measures. It can analyse both trade-facilitat-
ing measures (e.g. tariff reductions and the removal of other trade barriers such as costly qual-
ity certification) and trade-restrictive measures (e.g. increases in existing import tariffs and the 
introduction of economic sanctions). The model currently covers over 100 countries and re-
gions and around 50 economic sectors.  
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