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The world is more uncertain than ever,
especially in the world of trade. In
addition to structural upheavals, such as
the growing importance of trade in
services and the increasing

Fig. 1: Trade policy uncertainty index
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geopolitical bloc formation, the current
trade conflicts in particular are shaping
the picture. The increased economic
uncertainty is reflected in the US Trade
Uncertainty Index,

which has skyrocketed by 361% since
the beginning of the year. This index
measures economic uncertainty as a
result of trade wars, tariffs and
geopolitical tensions.
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Source: Economic Policy Uncertainty available under

https://www.policyuncertainty.com/trade_uncertainty.html

In this new environment, the European
single market can play a stabilizing role.
Today, the EU is one of the largest
economic areas in the world; it
comprises more than 450 million
people, generates 14 percent
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of the world's gross domestic product
and has made a decisive contribution to
the fact that trade in goods and services
within the European Community has
doubled since the creation of the single
market.’

However, it is often overlooked that
even after 30 years, the internal market
is still not a truly homogeneous market.
According to an analysis by the
International Monetary Fund, there are
still many non-tariff barriers to trade,
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i.e. those that are not based on tariffs.
These trade barriers, such as divergent
regulatory requirements, different legal
practices or uncoordinated consumer
protection regulations, increase trade
costs for industry by up to 44% on
average. They are even higher for
services, averaging 110%.2

To realize the full potential of the single
market, these trade barriers must be
dismantled. This can stimulate
significant growth in intra-European
trade, thereby accelerating productivity
and economic growth, and increase
European autonomy

Fig. 2: The largest export regions for
German industry will continue to be in

Europe in the future. [German exports 2024

and 2035 in EUR billion, CAGR 2023-35]
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German industry exports 2024

Note: German exports 2024 are estimated.

Source: Destatis, Global Trade Analysis Project, Deloitte.
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Baseline scenario 2035

amid great international uncertainties.
In order to gain a better understanding
of the potential of intra-European trade,
the latest Deloitte trade simulation has
quantified this potential.?

The focus is on the German and
European industry, the period up to
2035 and three scenarios. In the first
scenario, the current trends in global
trade are extrapolated. In the second, it
is assumed that non-tariff trade barriers
in Europe are reduced by half. In the
third, they are completely dismantled,
so that Europe would be a
homogeneous market. On this basis, the
respective effects on the growth of

German industry exports to the EU-27

546

2035

intra-European and German exports to
the domestic market are estimated.

Deepening the internal market -
potential for German industry

The EU is of considerable importance to
German industry. In 2024, exports from
German industry to the EU amounted to
390 billion euros. In the context of rising
global protectionism, our calculations
show that these exports could rise to
501 billion euros in real prices by 2035.
This would correspond to an average
annual growth rate of 2.3% (see Figure
2), which underlines the continued
importance of the EU market for
German industry.
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In a positive vision of the future, in
which trade barriers in the EU are
reduced, there could be an even more
significant economic boost. If these
trade barriers were to be reduced by
half, exports could rise to up to 546
billion euros, which corresponds to
growth of 3.1 percent.

The result would be even more
impressive if all trade barriers between
EU member states were completely
removed. In this scenario, annual
growth in German exports could
increase by at least 3.9% by 2035.

Fig. 3: Change in total industry exports in
the EU internal market
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Source: Global Trade Analysis Project, Deloitte.

This considerable growth potential is
particularly significant given the threat
of tariff conflicts outside the EU. The
removal of all trade barriers in the
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Especially, the mechanical engineering

and electrical industries, the main pillars

of the German economy, would benefit
considerably from such liberalization.

In particular, exports to countries such
as the Netherlands, Italy, Austria, Spain

and the Czech Republic could increase at

an annual growth rate of 4.0 to 4.9

percent if all trade barriers within the EU

were to be removed. Such extensive
liberalization would not only strengthen
the German economy, but the entire
European economy in the long term.

3,4%

Plus halving of barriers to the EU internal market 2035 Plus removal of barriers to the EU internal market 2035

EU could almost double the increase in
sales of European industry on the EU
internal market. The impact of such a
strategy could be impressive, as almost

The economic potential for the
European Union as a whole is also very
high. In fact, it is slightly higher than the
growth figures for German industry,
which is already more internationalized
than the European average. In the
baseline scenario, intra-European
exports would increase by just under
1.9%. However, the removal of trade
barriers, specifically the halving of these
barriers, could increase growth to 3.4%
by 2035. A complete removal of trade
barriers would accelerate growth to 4.3
percent.

4,3%

all EU member states could see export
growth of at least 4 percent, a significant
increase on the 1.9 percent in the
baseline scenario.
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Fig. 4: Exports of the EU internal market [EU
exports CAGR 2023-35]
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Source: Global Trade Analysis Project, Deloitte.

If we take a closer look at the impact on
industry (Figure 4), we see that, across
sectors, the key industries of electronics
(growth in intra-European trade of 3.7%
and 4.7% respectively) and machinery
(3.8% and 4.9% respectively) would
particularly benefit from a reduction in
trade barriers. The removal of trade
barriers and the promotion of
integration measures are therefore
fundamental measures on the way to a
stronger and more resilient European
economy.

A comparison with other growth
markets such as Latin America and
South East Asia also provides interesting
insights. For example, EU industry
exports to Brazil could increase by 4.1%.
Exports to Vietnam are also expected to
increase by 3.3% and to the Philippines
by 5.6%. Compared to the EU internal
market in the positive scenario with the
removal of all trade barriers, the growth
is similar, but the basis in the EU is many
times higher.
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Political dynamics are crucial

In view of the uncertainty surrounding
the future role of Germany and Europe's
largest export markets, a focus on
deepening Europe's internal market and
new free trade agreements with new
partners would appear to be a logical
consequence. The deepening of the
single market nevertheless remains a
very challenging political task, as it
amounts to a harmonization of
regulation and thus often also affects
domestic policy concerns,
environmental and consumer protection
rules. Nevertheless, the current
geopolitical situation could generate the
necessary political momentum for this
goal. The EU's new internal market
strategy, which was published on May
21, points in this direction. However, its
effect and success will primarily depend
on how it is implemented.

"BMWK (2025), EU Internal Market, accessed on
14.05.2025

2 IMF (2025), Regional Economic Outlook: Europe
Note, Europe’s Declining Productivity Growth:

Diagnoses and Remedies, November 2024,
accessed on 21.05.2025

®m Machinery m Motor

3 The Deloitte Trade Foresight trade model, which
covers 141 economies and 65 sectors, serves as the
basis for the modeling. Four specific sectors
(machinery, electronics, automotive and chemicals)
and 55 countries are examined in more detail. Key
factors such as future GDP growth, tariffs and non-
tariff measures are taken into account in order to
analyze the impact on future trade. A baseline
scenario was created that considers the
implementation of tariffs announced and planned
by the US as well as countermeasures by the
countries concerned. In addition, existing trade
barriers in the EU internal market were modeled as
non-tariff trade barriers. A detailed description of
the model can be found in the latest Supply Chain
Pulse Check
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