
Wiener Institut für 

Internationale 

Wirtschaftsvergleiche

The Vienna Institute for

International Economic

Studies

wiiw.ac.at

Mario Holzner, wiiw Director

(Customs) Unity as Strength: How the EU 

and Its Partners Can Respond to Tariff Threats

59th FIW lecture

BMWET, Vienna, 22 May 2025

@MarioHolzner @marioholzner.bsky.social



©

2



©

3



©

4



©

5



©

6



©

7



©

8

Source: The Budget Lab at Yale, 15 April 2025.

U.S. average effective tariff rate, 1915-2025, in %

Trump has ended decades of U.S. advocacy for free trade, reminding 

us of the last U.S.-led global trade war during the 1920s and 1930s
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Source: Own calculations using the partial equilibrium GSIM model.

Simulated trade war effects in terms of inflation, output and net welfare, upper baseline scenario

Upper baseline scenario: Disruptive effects of full “reciprocal” tariffs
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Source: Own calculations using the partial equilibrium GSIM model.

Simulated trade war effects, upper CA-EU-JP-MX-UK cooperation scenario

Upper cooperation scenario: Trade surplus economies benefit
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An EU customs union with major trade partners would also 

complement ongoing trade agreement negotiations and ratifications
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• EU common market perspective: EU budget, Eurobonds, 

investment in European public goods, capital market integration

• EU extended enlargement perspective: Accelerate EU 

enlargement also for new potential candidates e.g. IS, NO, GL, …

• EU close partnership perspective: Invite key like-minded global 

partners – such as UK, CA, JP, MX – to form a customs union

• EU global neighbourhood perspective: Broaden concept of 

neighbourhood to a global scale, strengthening ties with e.g. IN …

Policy recommendation: A call for more cooperation at every level
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