The EU-Mercosur -
- Agreement = §

Fresh Momentum for European-
Latin American Relations

In a Nutshell

The EU-Mercosur Agreement marks an important step
towards deepening relations between Europe and
Latin America and sends a political signal in favour

of free trade as well as multilateral cooperation.

By gradually eliminating around 90 per cent

of mutual tariffs, the agreement strengthens
bilateral trade and improves market opportuni-
ties for European companies in particular.

Safeguard clauses and accompanying measures
seek to limit negative effects on the European
agricultural sector and to ensure fair competition.
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The agreement contributes to the diversifi-
cation of supply chains and reduces the EU's
dependence on individual third countries,
especially China and the United States.

Beyond trade, the agreement promotes closer coop-
eration on global challenges such as climate protec-
tion, sustainability, democratic governance, and the
strengthening of the rules-based international order.

Overall, the agreement opens new economic,
development-policy, and geopolitical
opportunities for both regions.
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The trade component of the agreement between
the European Union and the South American eco-
nomic bloc and customs union Mercado Comun
del Sur (Mercosur)* - which was under negotia-
tion for a quarter of a century - is being provision-
ally applied as of 1 May 2026. The EU officially
transmitted the necessary instrument to the
Mercosur states after they had swiftly completed
their national ratification procedures in March.
EU Trade Commissioner Maro$ Sef¢ovié stressed
that this was “an important step in demonstrating
our credibility as a major trading partner”.?

Earlier, the vote in the European Parliament in
January had sparked a political debate over the
so-called firewall against the AfD. In the vote, the
Greens and the Left Party joined forces with far-
right AfD members in supporting a legal review
of the agreement by the European Court of Jus-
tice, thereby significantly delaying its entry into
force. This prompted accusations that the firewall
had been weakened and also triggered internal
controversy within the Greens.?

The rocky road to agreement

The vote in the European Parliament was
preceded by what was a historic moment for
European-Latin American relations: After
around 26 years of negotiations, the agreement
between the South American economic bloc and
the European Union was signed at the Mercosur
summit in Asuncion, Paraguay, on 17 January
2026 in the presence of European Commission
President Ursula von der Leyen. This marked the
decisive milestone on the path towards a compre-
hensive agreement between the European Union
and the Mercosur founding states of Argentina,
Brazil, Paraguay, and Uruguay. A brieflook back
at the process — which lasted decades - not only
illustrates the complexity of such a far-reaching
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agreement - with its continual advances and
setbacks - but also shows how closely these
dynamics are linked to the prevailing geopolitical
climate of the time.

Bilateral trade agreements with the Mercosur
states have existed since the 1990s. At the EU
summit in Madrid in 1995, the parties signed the
Interregional Framework Cooperation Agree-
ment between the European Community and
Mercosur, which entered into force in 1999. Its
aim was to promote trade and economic relations
as well as political dialogue. After years of nego-
tiations, the European Union and Mercosur con-
cluded a free trade agreement in June 2019 that
formed part of a broader association agreement.
It was the most extensive trade agreement the EU
had ever concluded. Beyond trade, the agreement
seeks to deepen political dialogue and improve
cooperation in areas such as migration, the digi-
tal economy, corporate and social responsibility,
environmental protection, maritime policy, and
the fight against terrorism, money laundering,
and cybercrime. However, the signing failed in
2019 due to additional EU demands relating to
climate and environmental policy. One reason
for this was the massive increase in deforestation
in the Amazon region under the government of
Brazilian President Jair Bolsonaro. This in turn
prompted fresh demands on the part of the Mer-
cosur states. It has since been possible to negoti-
ate an additional protocol addressing protection
against deforestation and the rights of Indige-
nous populations, thereby paving the way for the
political breakthrough at the Mercosur summit in
Montevideo with the signing of the strategic asso-
ciation agreement between the EU and Mercosur
on 6 December 2024.

In September 2025, the European Commission
initiated the pending ratification process with
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the Mercosur bloc and submitted two parallel
but legally distinct instruments to the European
Parliament and the member states. Ratification
of the full agreement requires a qualified major-
ity in the Council (15 of 27 states, representing at
least 65 per cent of the EU population) as well as
the approval of the European Parliament. After
approval by both institutions, the agreement
must also be ratified by the national parliaments
of the EU and by the Mercosur member states. To
accelerate this process, the European Commission
adopted a splitting strategy: The agreement was
divided into a trade component and a political
component: the Partnership Agreement (EMPA)
and the Interim Trade Agreement (iTA). As the
EU has exclusive competence for the common
commercial policy, the trade agreement can be
adopted in advance by the EU institutions without
requiring ratification by the national parliaments
of the EU member states. Once the full agreement
has been ratified by the national parliaments and
enters into force, the iTA will be repealed and
replaced by the EMPA.

The next important step came at the beginning
of 2026, when a qualified majority of member
states supported the Mercosur Agreement in the
Council of the EU. France, Poland, Austria, Hun-
gary, and Ireland voted against it, while Belgium
abstained. Italy voted in favour, having previously
also expressed concerns about possible negative
consequences for its own agricultural sector.* This
cleared the way for Commission President Ursula
von der Leyen and European Council President
Antonio Costa to travel to Paraguay in mid-Janu-
ary for the signing ceremony.

However, it was just a few days after the signing
that the above-mentioned setback occurred: By a
narrow margin, the European Parliament decided
to refer the agreement to the Court of Justice of
the European Union for review. A total of 334
MEDPs voted in favour of a review, and 324 voted
against it, while eleven abstained.® Critics particu-
larly objected to the splitting of the agreement,
arguing that it circumvented national parliaments.

In February, the European Parliament voted by a
large majority in favour of additional protection
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and safeguard clauses for European agriculture
in order to prevent damage to the EU agricultural
sector resulting from trade liberalisation. In the
meantime, the four Mercosur countries com-
pleted ratification in their national parliaments
within a matter of weeks, thereby placing the EU
under pressure to provisionally apply the trade
agreement. Political support for this approach
came from German Chancellor Friedrich Merz,
among others.” There are still hurdles to be over-
come, however: As noted above, only the trade
component of the agreement has entered into
force provisionally. What is more, full imple-
mentation of the entire partnership agreement
will depend on ratification by the national parlia-
ments of the EU member states.

Opening up new markets could
offset potential business losses
resulting from US tariffs.

What opportunities does the agreement offer?

With the trade agreement’s entry into force, the
European Union and the four Mercosur states of
Argentina, Brazil, Uruguay, and Paraguay are cre-
ating one of the world’s largest economic areas.
The participating states represent more than
700 million consumers, generate around 20 per
cent of global economic output, and account for
31 per cent of worldwide goods exports. With a
combined population of around 270 million peo-
ple, the Mercosur countries alone constitute the
world’s sixth-largest economy. In terms of trade
in goods, the EU is Mercosur’s second-most
important trading partner, after China and ahead
of the United States. Almost 17 per cent of Mer-
cosur’s total trade in 2024 was with the EU. By
the same token, the Mercosur region ranks tenth
among the EU’s most important trading partners
in goods trade. In the same year, EU trade with
Mercosur amounted to more than 111 billion
euros (55.2 billion euros in exports and 56 billion
euros in imports). More than 80 per cent of these
trade flows were accounted for by trade between
the EU and Brazil.®
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Effective protest: Farmers gathered with their tractors outside the European Parliament in Strasbourg to
protest against the EU-Mercosur free trade agreement. France voted against signing the agreement in the EU

Council on 9 January 2026.

The most immediately visible benefit of the
agreement lies in its tariff reductions. Once the
agreement enters into force, the two economic
blocs will gradually eliminate more than 90 per
cent of mutual tariffs (91 per cent of export tariffs
to the Mercosur states and 92 per cent of import
tariffs into the EU). Long transition periods never-
theless apply to sensitive industrial sectors, with
full tariff liberalisation in the automotive sector
planned over a period of 15 years, for example.
This will give domestic markets time to adjust
and will create planning certainty. According to
estimates, European companies could save up
to 4 billion euros annually in tariffs as a result of
the agreement. Thus far, the Mercosur countries
have imposed high tariffs, including up to 35 per
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cent on cars, up to 20 per cent on machinery, and
20 per cent on chocolate. As a result, European
products and services on the large Mercosur mar-
ket will become significantly more competitive,
as will goods from the Mercosur states within the
EU. Supporters in the EU - including Germany
and Spain - argue that opening up new markets
could offset potential business losses resulting
from US tariffs. Experts view mechanical engi-
neering, the automotive industry, green energy,
and chemicals in particular as major beneficiar-
ies of the agreement. Germany’s SME sector will
also benefit considerably: More than 70 per cent
of the approximately 12,500 German companies
that export to the Mercosur countries are small
and medium-sized enterprises.®
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In addition to tariffs, non-tariff trade barriers
such as duplicate product certification require-
ments are also to be reduced, and protected
geographical indications are likewise to be rec-
ognised - including Bavarian beer and Swabian
Spdtzle. In addition, European providers in the
field of public procurement will gain significantly
improved access to markets, just as companies
from the Mercosur states will do in the EU. This
will secure European access to important raw
materials from South America while also enabling
supply chains to be diversified in order to reduce
dependence on China. At the same time, the EU
will be able to exert influence in order to ensure
higher standards in areas such as sustainability
and employment. For the Mercosur countries,
meanwhile, the agreement will provide easier
access to urgently needed investment, including
in infrastructure.

Criticism: European agricultural interests
and environmental standards

Opponents of the agreement within the EU -
above all, France - fear that imports of inex-
pensive food products such as beef, poultry,
and sugar will rise sharply, thereby placing
European agriculture under considerable com-
petitive pressure. For this reason, the EU has
introduced comprehensive bilateral safeguard
clauses for agricultural products. These make
it possible to suspend imports of sensitive prod-
ucts and to tighten controls, particularly with
regard to pesticide residues; in addition, there
will also be a crisis fund, accelerated support
payments, and lower import tariffs on fertilisers.
Protective measures of this kind have existed
for years, but the aim of the new framework is
to create a faster, clearer, and more predictable
system. One key feature is an automatic trigger
threshold that obliges the Commission to act
as soon as there is suspicion of serious harm.
In addition, a system of continuous and struc-
tured monitoring will be introduced, with the
Commission having to report every six months
on the quantities and prices of sensitive agri-
cultural products.’® Comprehensive measures
to protect European agriculture have thus been
introduced, though these have in part been
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criticised by the Mercosur countries as an unfair
adjustment after the fact.

In South America, European
environmental arguments are
frequently perceived as a form
of protectionism.

Public debate often overlooks the fact that Asia
is likely to remain the principal export market for
agricultural products from Mercosur and that a
“flood of beef” into Europe is therefore unlikely.
To support this argument, the Mercosur states
point out that the additional beef import quota
0f 99,000 tonnes set out in the trade agreement
amounts to only around 200 grams per EU citi-
zen per year.

Environmental and human rights organisations
in particular criticise the lack of environmental
protection standards, the clearing of rainforest
for pastureland, and possible consequences for
Indigenous communities; however, these argu-
ments often overlook realities on the ground. If
the EU is not available to the Mercosur states as
a trading partner, this is unlikely to halt defores-
tation activities; rather, these states would
primarily export their agricultural products to
China. In addition, the fact that many unused
areas exist in the South American countries that
could be used productively for agriculture with-
out requiring further deforestation is often over-
looked. For this reason, European environmental
arguments are frequently perceived as patronis-
ing in South America and as a form of EU pro-
tectionism concealed behind a “green agenda”.

A driver for a new orientation in
development cooperation?

The European Union maintains a long-standing
strategic partnership with Latin America and the
Caribbean based on shared values. After Europe
and North America, Latin America is regarded
as one of the world’s most democratic regions.
The two sides view themselves as key partners
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in strengthening a rules-based international
order. There are also close trade and investment
ties between them as well as a shared objective
of promoting sustainable growth and economic
resilience based on the 2030 Agenda. Within the
framework of the Global Gateway investment
strategy, the two sides are additionally commit-
ted to a fair, green, and digital transformation.**

Europe and Latin America are closely linked
culturally, as well. In many countries in the
region - especially Argentina and Brazil - mil-
lions of people have European roots, which
forms the basis for deep social and cultural ties.
Regular summits between the EU and the states
of Latin America and the Caribbean (CELAC)?
have taken place since 1999, with EU-CELAC
summits alternating between venues in Latin
America and Brussels since 2013. At the fourth
EU-CELAC summit in November 2025 in
Santa Marta, Colombia, German Foreign Min-
ister Johann Wadephul emphasised Germany’s
strong interest in deeper economic cooperation
as well as in strengthening and expanding trade
partnerships. Even though economic develop-
ment in some countries has stagnated in recent
years, Latin America continues to be regarded
as a growth region with considerable potential.
The European Union has concluded a number of
trade agreements with countries in the region,
including bilateral agreements with Chile and
Mexico.

The economic structures
of Mercosur and the EU
complement each other.

After the United States and China, the EU is Latin
America’s third-largest trading partner, with
trade volume approaching 370 billion dollars
and continuing to rise. With investments totalling
741 billion euros, the EU is also the largest foreign
investor in Latin America and the Caribbean.*3
The EU-Mercosur trade agreement highlights
the extent to which the economic structures of
Mercosur and the EU complement each other.
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European companies primarily export machin-
ery, automobiles, and chemical products, while
the Mercosur states can supply Europe with raw
materials essential for the energy transition, such
as coppet, lithium, and rare earths. For the Mer-
cosur countries, Europe is viewed less as a market
for agricultural products and more as a partner
for investment, modernisation, and increasing
the productivity of their economies. Since Mer-
cosur is one of the most protectionist markets
in the world, there has thus far often been a lack
of innovation pressure that more intense for-
eign competition could generate. Therefore, the
states in the region are hoping for an increase in
European direct investment, be it through equity
stakes, acquisitions, joint ventures, or the estab-
lishment of local operations. Economic engage-
ment on the part of European companies in the
region is generally regarded as long-term, inno-
vation- and growth-oriented, and sustainable.

Similar priorities emerge for the two largest Mer-
cosur economies: Brazil and Argentina. The focus
in Brazil is on the anticipated economic stimulus
for national development. President Luiz Inacio
Lula da Silva has explicitly stressed that the
agreement must not cement his country’s role
as merely a raw materials exporter: Instead, it is
to strengthen the international competitiveness
of Brazilian industry and to facilitate exports of
industrial goods to the EU. The modern agricul-
tural sector also expects benefits through new
market access and diversification away from
dependence on China and the United States.
Brazil additionally hopes that European require-
ments for imported products will positively
impact working conditions, environmental stan-
dards, and anti-corruption efforts, for example,
through certification processes.

The Argentine government likewise expects pos-
itive economic effects. It views the agreement
as an opportunity to expand or simplify access
to the EU market and to diversify the country’s
export basket more broadly. Alongside growth
in agro-industrial products, Argentina is hoping
for momentum in industrial exports - such as
petrochemical raw materials - as well as for new
impetus in the energy and mining sectors. The
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government also expects positive effects in the
area of foreign direct investment in strategic sec-
tors of the economy, especially given that the EU
is already the country’s largest foreign investor.
The services sector could additionally benefit, as
could an adaptable and innovative start-up scene
in fintech, agtech, e-commerce, and software
development.

The geopolitical significance of the agreement
is particularly evident in the case of Bolivia,
which became a full Mercosur member in 2024:
It is currently in a transitional phase for imple-
menting Mercosur law and is not covered by the
EU-Mercosur Agreement. Nevertheless, the new
government under President Rodrigo Paz trav-
elled to Paraguay for the signing ceremony in
January in order to signal its future orientation
towards Europe and its openness to Western
partners after two decades of close relations with
China, Russia, and Iran. Bolivia is particularly
interested in deeper cooperation with the EU

both in terms of development policy through EU
programmes and in terms of economics due to
the urgently needed investment required to sta-
bilise its crisis-ridden economy.

These examples illustrate that the agreement
between the EU and the Mercosur states is more
than merely an economic one; rather, it opens up
new prospects for stronger development coop-
eration, thereby reconnecting with the original
guiding principle of development cooperation:
namely to promote the economic development
of democratic partner countries.

Geopolitical imperative

Alongside the economic benefits already out-
lined, the Mercosur Agreement sends out an
important signal in support of multilateral trade
agreements, free trade, and international cooper-
ation among partners that share common values -
and this at a time when protectionism is once

Coveted partners: The EU, China, and the US are increasingly competing for political and economic influence,
as well as strategic interests, within Mercosur and Latin America. Pictured are heads of state and government
at a meeting during the MERCOSUR and Associated States Summit in Buenos Aires in mid-2025.
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again gaining ground worldwide. In so doing, the
agreement counters the aggressive tarifft policy
pursued by US President Donald Trump. Not
least, the Trump administration’s trade policy
towards Europe likely helped secure the quali-
fied majority required for the agreement within
the European Council. Europe and the Mercosur
states are sending out a clear political message: At
a time of global instability, two regions are join-
ing forces and deliberately opting for cooperation
rather than confrontation. They are demonstrat-
ing that free trade and shared values are more
effective pathways to prosperity and stability than
are isolation and protectionist measures.

Beyond this, the Mercosur Agreement strength-
ens the EU’s strategic sovereignty, promotes the
formation of new alliances, and reduces depen-
dencies on other major powers - fully in line with
the de-risking strategy formulated by Commis-
sion President Ursula von der Leyen in order to
strengthen European resilience. Russia’s war of
aggression against Ukraine has further sharp-
ened awareness that the EU must broaden both
its sources of key raw materials and energy as
well as its export markets.

Argentina and Uruguay
have joined China’s
Belt and Road Initiative.

At the same time, China’s economic influence
in Latin America continues to grow. Chinese
engagement is particularly pronounced in South
America, while the United States continues to
dominate in Central America and the Carib-
bean. The EU lost its position as Mercosur’s most
important trading partner to China as early as in
2017. Within the space of two decades, China
became the leading trading partner for countries
including Brazil, Chile, and Peru as well as - since
last year - Argentina, thereby overtaking Brazil
as Argentina’s principal trading partner. In other
countries, such as Mexico and Colombia, China
is now the second-most important trading part-
ner, after the United States.
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Many Latin American countries have also joined
China’s Belt and Road Initiative (BRI), including
the Mercosur states of Argentina and Uruguay,
whereas Brazil and Paraguay are not participat-
ing. This can be explained by the traditionally
pragmatic foreign policy approach adopted by
many Latin American states - particularly Bra-
zil - that maintain close relations with a range of
global actors. The most populous and geograph-
ically largest country in Latin America, Brazil, is
amember of the BRICS+ grouping, for example,
but not part of the Chinese BRI. Nevertheless,
following the G20 summit in Rio de Janeiro in
November 2024, President Luiz Inacio Lula da
Silva and President Xi Jinping signed a total of
37 new bilateral agreements aimed at deepening
economic cooperation.

During the election campaign, Argentine Pres-
ident Javier Milei stressed that he did not wish
to cooperate with “communists”; nevertheless,
immediately after taking office, his government
acknowledged the need for close economic rela-
tions with China and opened the market to Chi-
nese imports and investment in the strategically
important lithium mining sector.

Uruguay has also deepened its cooperation with
China in recent years through numerous bilat-
eral agreements, and negotiations on a com-
prehensive free trade agreement are currently
underway. Mercosur member Paraguay is the
exception: It is the only South American country
that maintains diplomatic relations with Taiwan,
and as a result of this foreign policy positioning,
it has only very limited economic ties with China.

However, the issue here is not only China:
Indeed, under Donald Trump, the United States
is also increasingly emerging as a geopolitical
competitor to Europe. Considerable irritation
arose within the EU following the announce-
ment - shortly after the conclusion of the EU-
Mercosur Agreement - of a bilateral trade and
investment agreement between the United States
and Argentina that establishes different stan-
dards in several areas - including protected geo-
graphical indications - from those agreed on with
the Europeans. In addition, the United States has
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secured privileged access to critical minerals and
rare earths in Argentina - an area in which the EU
had hoped to gain substantial economic advan-
tages.™*

Furthermore, the new US National Security Strat-
egy of November 2025 underlines Washington’s
strategic ambition to invest more heavily in
Latin American economies, which it regards as
part of the Western Hemisphere and therefore
as being within its own sphere of influence. The
document explicitly states that every conceivable
effort should be made to displace foreign com-
panies that build infrastructure in the region'® -
including European companies that operate in
key markets. The United States is increasingly
aligning all its development cooperation with the
promotion of its own economic interests.

Consequences and a look ahead

For all the political debate surrounding the
benefits and potential disadvantages of (free)
trade agreements, one point must be clear from
a European perspective: If the EU fails to con-
clude such agreements, partner countries will
turn to other actors instead.*® For Europe, access
to both major export markets and strategically
important raw materials is at stake. In order to
counter resistance within the EU, the negative
connotations that are often associated with trade
agreements should be met with a positive narra-
tive that clearly communicates not only the ben-
efits for companies, but also the tangible positive
effects for citizens. Alongside tariff reductions,
greater emphasis should therefore additionally
be placed on other beneficial elements of the
agreement, such as strengthening the compet-
itiveness of the EU services sector. Overall, it is
important to remember that the EU’s efforts are
aimed not at “laissez-faire free trade”, but rather
at arules-based trade pact that emerged through
a lengthy and detailed negotiation process that
had taken account of a wide range of interests
and that will ultimately contribute to greater
prosperity on both sides.

One item that is frequently overlooked in the
debate is that the Mercosur states are democratic
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systems shaped by Western traditions and should
actually be regarded as Europe’s natural part-
ners for this reason. This relationship is recip-
rocal: Indeed, political decision-makers in Latin
America regularly emphasise that Europe is their
preferred partner. Nevertheless, the EU remains
underrepresented in the region. The lengthy
negotiations and repeated additional demands
made by the EU have also weakened Europe’s
standing in Latin America. As a result, impor-
tant opportunities to strengthen alliances with
democracies in an increasingly unstable geopo-
litical environment have been missed.

Europe must therefore not only declare its inter-
est in deeper cooperation with Latin America,
but also give concrete substance to that commit-
ment. A key instrument for achieving this is the
EU-Mercosur Agreement. Its ratification should
now be concluded swiftly and as a priority so
that at least the trade component can definitely
enter into force and begin to deliver its economic
impact.

- translated from German -
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