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High-quality free trade agreements with Australia
and New Zealand
The EU's future free trade agreements (FTAs) with Australia and New Zealand will be based on the
strong and longstanding economic relationship between these countries and the Union. Through
enhanced market access, trade diversification and full exploitation of export possibilities, these
FTAs could help to offset the potential negative impact of trade agreements on the EU, both those
being pursued and those which have already been concluded in the Asia-Pacific region.

Important trade and investment partners
In 2014, Australia was the 21st largest goods trading partner of
the EU, total trade in goods amounting to €38.8 billion. The EU's
share in Australia's trade in goods represented the 3rd largest,
with 11% of the country's total trade in goods. The EU was
Australia's largest trading partner in services in 2014 and the
most significant direct investor in the country, representing 25%
of all foreign direct investment (FDI) in 2013.
As regards New Zealand, it was the EU's 51st largest goods
trading partner in 2014, with the total trade in goods worth €7.9
billion. In comparison, the EU represented the country's third-
ranked trading partner regarding trade in goods, accounting for
13.6% of the country’s total trade in goods. The EU was New
Zealand's second largest direct investor with 10% of all FDI in 2014.
Current level of cooperation
EU-Australia and EU-New Zealand trade and economic relations are
built on a number of cooperation agreements, such as the
EU-Australia Partnership Framework of 2008, the EU-New Zealand
bilateral agreement for mutual recognition (MRA) (1998,
subsequently amended in 2012), and the EU-New Zealand
Veterinary Agreement (updated in 2015). Both countries have
concluded negotiations with the EU for a political Framework
Agreement. The EU, Australia and New Zealand are like-minded
partners and already cooperate closely on many issues on the
international trade agenda, such as the Trade in Services
Agreement (TiSA) and the WTO trade negotiations, although Australia and New Zealand (with Russia and
China) are among the six WTO members that do not have an FTA with the EU.

Impact of the dense web of trade agreements established in the Asia-Pacific region
The Asia-Pacific region is now the global economic powerhouse and its economic growth is expected to
remain strong for the foreseeable future. Australia and New Zealand have already concluded a number of
bilateral FTAs in the region, and other agreements are to follow. They are also participating in the
negotiations for the Regional Comprehensive Economic Partnership (RCEP), and are members of the
Trans-Pacific Partnership (TPP), for which negotiations were concluded in October 2015. It can be expected
that by diverting trade and facilitating market access, the TPP and other FTAs would place the EU's exporters
and investors at a disadvantage in the region relative to major competitors which enjoy preferential trade
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arrangements. Moreover, there is the risk that TPP member countries could use the TPP as a standard-setter
both during their FTA negotiations with the EU and in TTIP negotiations.

Tackling new economic realities to bolster the EU's position in the region
The Australia and New Zealand FTA talks fit into the EU’s new trade and investment strategy (see box) which
aims to 'provide a solid platform for deeper integration with wider Asia-Pacific value chains'. The three
parties strive for deep and comprehensive agreements that aim to go beyond traditional tariff cuts and cover
areas such as trade in services and investment, public procurement, regulatory standards, intellectual
property rights, and digital economy. A 2015 policy brief by the European Centre for International Political
Economy (ECIPE) suggested that the free trade area established by these FTAs would have an economic
output equivalent to that of the North American Free Trade Agreement (NAFTA).
Some examples of potential benefits for Australia and New Zealand
Although the two countries’ economic relationships are focused on the Asia-Pacific region, EU FTAs would
offer the opportunity for trade partner diversification. The agreements would provide increased access to EU
agricultural markets through tariff cuts and reductions in technical barriers, as trade in agricultural goods is
less liberalised than in other sectors. Important opportunities would arise particularly in facilitating trade in
services and investment, and in overcoming regulatory divergences. Some other issues considered by
Australia as key elements to be placed on the agenda of the negotiations are: mutual recognition of
qualifications and licences, investor-state dispute settlement (ISDS) clause and support of digital economy.
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What would the EU gain?
The FTAs would above all strengthen links with the markets in the Asia-Pacific region and help to advance
the trade policy interests of the EU in the region. The agreements would rebalance the competitive
disadvantages which the TPP and other trade agreements are likely to create. In addition to facilitating goods
export (for example, through lifting regulatory barriers such as sanitary and phytosanitary measures for
agricultural imports) the FTAs would provide better market access for services suppliers and investment
businesses by removing some non-trade barriers.
Potentially problematic points
Negotiations are expected to progress smoothly as trade relations between the EU and these countries are
already relatively liberalised; the EU applies duty free and preferential treatments for some goods and
regulatory cooperation exist in some areas including MRAs, among others. However, issues which may be
sensitive for the EU include those related to agricultural goods, cross border data flow and ISDS. In addition,
the EU is highly committed to an ambitious trade and sustainable development chapter, to high labour and
environmental standards and transparency. Therefore, some difficulties may arise, particularly as the two
other negotiating partners also have their sensitivities, such as the issue of the protection of geographical
indications (currently there is only a wine trade agreement with Australia on geographical indications).
In its October 2015 trade and investment strategy for the EU, the European Commission recognised that the
'[Asia-Pacific] region is crucial to European economic interests' and stated that 'the Commission will request
authorisation to negotiate FTAs with Australia and New Zealand, taking into account EU agricultural sensitivities'.
Leaders of the EU and New Zealand (on 29 October 2015) and of Australia (on 15 November 2015) agreed to work
towards starting negotiations for an FTA. The Commission will conduct an impact assessment before asking the
EU Council's authorisation to launch negotiations. In January 2016, the EP Committee on International Trade
(INTA) is due to vote on a draft motion for an EP resolution on opening negotiations on both FTAs.

http://trade.ec.europa.eu/doclib/press/index.cfm?id=1381
http://www.ecipe.org/app/uploads/2015/07/ECIPE_Policy-Brief_New-Zealand.pdf
http://www.euractiv.com/sections/trade-society/eu-urged-launch-trade-talks-tpp-countries-starting-new-zealand-318204
https://polcms.secure.europarl.europa.eu/cmsdata/upload/282a7f49-1d3d-4bcd-b77b-6247f5a5ec02/Mr Brown_INTA Hearing_AUNZ.pdf
http://madb.europa.eu/madb/sps_product_description_form.htm
http://www.ecipe.org/app/uploads/2015/07/ECIPE_Policy-Brief_New-Zealand.pdf
http://ec.europa.eu/growth/single-market/goods/international-aspects/mutual-recognition-agreements/index_en.htm
http://europa.eu/rapid/press-release_IP-10-1078_en.htm?locale=en
http://europa.eu/rapid/press-release_STATEMENT-15-5947_en.htm
http://europa.eu/rapid/press-release_STATEMENT-15-6088_en.htm
http://www.europarl.europa.eu/sides/getDoc.do?type=COMPARL&reference=INTA-OJ-20160125-1&language=EN

	Important trade and investment partners
	Current level of cooperation

	Impact of the dense web of trade agreements established in the Asia-Pacific region
	Tackling new economic realities to bolster the EU's position in the region
	What would the EU gain?


