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Overview

= Trump’s renewed tariffs on allies (EU, Canada, Mexico, Brazil) mark a return to aggressive
protectionism, ignoring WTO rules and threatening the global trade system.

= Individual retaliation is weak—only a coordinated coalition (EU, Canada, Mexico, Brazil, South
Korea) can impose meaningful economic pressure on the U.S.

= A joint response would be WTO-compliant, targeted at politically sensitive U.S. sectors (autos,
pharma, agriculture), and framed as a defense of free trade, not punishment.

= Time is critical: delaying action risks further fragmentation and lasting damage to the rules-

based global trade order.
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= Trumps neue Zolldrohungen gegen enge Verbiindete (EU, Kanada, Mexiko, Brasilien) stellen
eine Riickkehr zum aggressiven Protektionismus dar — ohne Riicksicht auf WTO-Regeln und
mit Gefahr fiir das globale Handelssystem.

= Individuelle GegenmaBnahmen reichen nicht aus — nur eine koordinierte Koalition (EU, Kanada,
Mexiko, Brasilien, Siidkorea) kann echten wirtschaftlichen Druck auf die USA ausiiben.

= Eine gemeinsame Antwort wire WTO-konform, wiirde gezielt politisch sensible US-Sektoren
(Autos, Pharma, Landwirtschaft) treffen und als Verteidigung des Freihandels statt als Strafe
kommuniziert werden.

= Zeit zum Handeln ist jetzt — Zogern fiihrt zu weiterer Fragmentierung und langfristigem

Schaden fiir die regelbasierte globale Handelsordnung

Schliisselworter: US-Handelspolitik, Zollpolitik, Trump, Handelskrieg, Freihandel
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An Alliance for Open Trade: How to Counter
Trump'’s Tariffs

Julian Hinz, Keith Head, Isabelle Méjean, Emanuel Ornelas, Moritz Schularick

The White House revived its favorite economic weapon last week, threatening to impose sweeping
new tariffs on many of the United States’ closest allies. The proposed duties — 30 percent on goods
from the European Union and Mexico, 35 percent on those from Canada, 50 percent on imports from
Brazil — signal a renewed embrace of aggressive unilateralism and misunderstood economics. The
move follows a tense trade skirmish with China in April that saw tariffs spike to an unprecedented 145
percent before a fragile truce was reached, set to expire in mid-August. Disturbingly, and unlike in
President Trump's first administration, the U.S. now does not even attempt to justify its violations of
World Trade Organization rules or its own free trade agreements. Thus, the world is now on notice:

the main architect of the postwar global economic order seems intent on dismantling it.

For leaders in capitals from Brussels to Seoul, this presents a daunting challenge. The impulse to
de-escalate, or for each capital to seek its own separate accommodation with Washington, is strong.
But appeasement or fragmented, go-it-alone retaliation would be a strategic error. Such actions
would only embolden further protectionism and accelerate the erosion of the rules-based system.
The only effective response is a coordinated one. The United States’ allies must form a united front,

demonstrating that the principles of free and fair trade are not theirs to abandon.

This moment calls for a strategic coalition, led by the EU and including Canada, Mexico, Brazil,
and South Korea. Acting in concert, these powers can answer Washington's tariffs with a proportional,
unified, and clearly communicated counter-response. The goal would not be to win a trade war, but
to prevent one, by making the costs of American isolationism prohibitively high. In turn, this would
help sustain the rules-based system — a key driver of global economic integration over the past 80

years.

Alliance of the like-minded

On its own, any single country — or even the EU as a bloc — has limited leverage against the United
States. The U.S. market is simply too large and important. Retaliatory tariffs from one partner,

while painful, can be weathered through trade diversion. Washington can absorb the hit from one
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front while its trade with others continues, mitigating the overall economic damage and weakening
the retaliator's resolve. This creates a classic collective action problem, where the fear of being
isolated and economically damaged can lead to a race to the bottom, with countries undercutting

one another to secure a better deal from Washington.

This is not a theoretical risk; it is already happening. Just this week, Japan agreed to a deal
that sees its exports to the US fall under 15 percent tariffs while largely opening its own market
to US exporters. Similarly, the Philippines agreed to a lopsided deal that subjects its own exports
to 19 percent U.S. tariffs while eliminating its own duties on American imports entirely. Such an
arrangement, which Vietnam also earlier in July agreed to, violates the bedrock WTQ principle of
non-discrimination and sets a disastrous precedent. It is a clear signal that, when acting alone,
smaller economies will be pressured into deals that undermine their own interests and the global
trading system itself. The recent U.S. bilateral deal with the United Kingdom, while less extreme,
points in the same direction of appeasement through fragmentation — or viewed from the U.S.
side of divide and conquer. This is not without historical precedent either; it closely resembles the

bilateral deals forged in the 1930s, which proved highly detrimental to the global economy.

A coalition of like-minded countries, made up of the EU, Canada, Mexico, Brazil, and South Ko-
rea, would fundamentally alter the strategic calculus. Together, these economies are the destination
for more than 50 percent of all U.S. goods exports. A unified retaliation from this group would there-
fore be impossible for Washington to ignore. Instead of facing scattered pockets of resistance, the
United States would confront a single, massive economic bloc capable of imposing symmetric costs.
Calculations show that a coordinated retaliation by this group of countries would account for over

two-thirds of the costs that a hypothetical global retaliation would entail, wielding immense leverage.

The coalition’s strategic advantage lies in a fundamental asymmetry of leverage. While the allied
group accounts for the majority of U.S. goods exports, for most individual members, the United
States represents a significantly smaller share of their export markets (with the notable exceptions
of Canada and Mexico with US export shares of more than 75 percent). This imbalance gives the
coalition a powerful lever. The U.S. economy is far more dependent on the coalition for its exports
than most coalition members are on the U.S. market. Together, they can exert pressure that is

impossible for any of them to apply alone.






