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1. Introduction

▷ On June 2019, the European Union (EU) and Mercosur (Argentina, Brazil,

Paraguay and Uruguay) signed a strategic partnership agreement after 20

years of negotiations.

▷ The EU undertakes to liberalize 92% of imports from Mercosur over a period

of up to 10 years.

▷ Mercosur undertakes to liberalize 91% of imports from the EU over a period

of up to 15 years.

▷ This analysis will focus exclusively on the impact of the agreement on Brazil.

This represents approximately ¾ of Mercosur's GDP, so the impact on this

member state would largely affect the rest of the trade block. 3
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2. Model and data

▷ Computable General Equilibrium (CGE)

▷ Static and Recursive dynamic setting of the Global

Trade Analysis Project (GTAP).

▷ GTAP 10 Data base (36 sectors, 9 regiones, 4

factors)

▷ The baseline projection is obtained by simulating

the model forward from the 2014 base year of the

dataset to 2038. It includes updates in GDP, GDP

per capita, population, and labor force.

▷ The tariff reduction was estimated in accordance

with the supply of goods (Annex I of the FTA).

4

▷ Updated trade data from ITC-Trademap and Most

Favored Nation (MFN) tariffs from ITC-Macmap

were used to estimate the tariff reduction.

▷ The information on the supply of goods was

negotiated in the Harmonized System nomenclature

and were converted to the sectors in the GTAP

database, using the correspondence files provided

by the GTAP website (2020).

▷ Regarding “non-tariff measures”.

○ For the “goods sectors”, we have used the

information estimated by the World Bank

(2019).

○ For the "services measures", estimates by

OECD researchers (Benz and Jaax, 2020)

and (Fontagné et al., 2016) were used.

▷ Regarding public procurement, a drop in the non-

tariff measure of 4% was estimated as negotiated in

the agreement.
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3. Data presentation
3.1. Outcomes on the Short-Term (Static Model) 
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▷ The benefits of the agreement for

both parties are clear.

▷ Variables such as GDP,

aggregate exports and imports

will have a greater impact on

Brazil.

▷ Private expenditure, which is a

measure of the welfare of the

population, has a positive impact

on both sides, especially in Brazil.

▷ Wages and capital reumeration

have a similar positive impact in

Brazil and EU 27.
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3. Data presentation
3.1. Outcomes on the Short-Term (Static Model) 
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Table 11. Impact on production, exports and imports by sector in the EU 27 

and Brazil under the Static Model (percentage change)
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3. Data presentation
3.2. Outcomes on the Long-Term 

Table 12. Macroeconomic Results under the Dynamic Model
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3. Data presentation
3.2. Outcomes on the Long-Term 

Table 13. Impact on production, aggregated exports, and imports by sector in the EU and Brazil with 

the Dynamic Model (percentage change)
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4. Conclusions 

▷ - For Mercosur, the agreement represents a great opportunity to achieve international and European standards 

in the trade of goods and services besides the positive impact in terms of GDP and sectoral production. 

▷ - For the EU 27, although the FTA does not provide as significant a benefit as it does for Mercosur members. 

This agreement consolidates the EU as the largest promoter of free trade in the world.

▷ - In Brazil, sectors such as live animals, meat and animal products, and vegetable oils and fats will be benefited 

from the trade agreement.

▷ Results form the recursive dynamic model are preliminary. 
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Thank you
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