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TRANSATLANTIC RELATIONS: THE US AND CANADA

The EU, the US and Canada share the values of democracy, human rights, the rule
of law, and economic and political freedom, and have overlapping foreign policy and
security concerns. Close cooperation and strategic relations with the US and Canada
remain a priority for the EU.

EU-US FOREIGN POLICY RELATIONS

The close cooperation and strategic relations between the European Union and its
Member States and the United States are built on common history and a shared set
of democratic values. These are key to both partners’ security and prosperity. The EU
and the US closely cooperate in a number of foreign policy areas and geographical
contexts, such as security, energy and technology cooperation, Russia, Ukraine, the
Western Balkans and counter-terrorism.
Joe Biden’s inauguration as President of the US on 20 January 2021 brought impetus
to the EU-US relationship, which had deteriorated during President Trump’s term. An
ambitious EU-US agenda for global change, identifying areas of cooperation, was
published in December 2020 by the European Commission and the Vice-President of
the Commission / High Representative of the Union for Foreign Affairs and Security
Policy (VP/HR). This momentum continued with the EU-US security and defence
dialogue, as well as the Trade and Technology Council (TTC) launched at the EU-US
Summit on 15 June 2021. The TTC was launched to advance transatlantic regulatory
convergence and create closer synergies in policy stances and standard-setting. The
second meeting of the TTC, which took place in May 2022, drew conclusions on
Russia’s aggression against Ukraine, the establishment of a tripartite Trade and Labour
Dialogue, technology standards and the security of supply chains.
In October 2021, the European Parliament adopted a resolution on EU-US relations,
which acknowledged ongoing transatlantic divergences but called on both sides to
strengthen multilateralism and work together on shared foreign policy, security and
economic objectives, including the pandemic, human rights and global tax reform.

INTERPARLIAMENTARY DIALOGUE – THE TRANSATLANTIC
LEGISLATORS’ DIALOGUE PROCESS

Relations between Parliament and the US Congress date back to 1972. The
relationship was upgraded and institutionalised with the establishment of the
Transatlantic Legislators’ Dialogue (TLD) in 1999. The dialogue brings together
Members of the European Parliament and members of the US House of
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Representatives at biannual interparliamentary meetings (IPMs) that alternate between
the US and Europe. Both sides regard IPMs as a good forum for positive and
constructive collaboration. Legislators attending these meetings exchange views on
key political issues of mutual concern, such as trade and economic cooperation,
foreign policy challenges and security and defence, among others. The importance of
transatlantic political dialogue is substantial given Congress’s legislative responsibility
and power to authorise US intervention in global crises and shape US participation
in global governance institutions. The 84th EU-US IPM was held in Paris, France, in
May 2022. The topics discussed included transatlantic support to Ukraine, the EU and
US policy stances towards Russia and China, the TTC, energy security and climate.
A joint statement signed at the end of the meeting further defined the outcome of the
discussion and scope for transatlantic dialogue and cooperation in the future. The 85th
EU-US IPM is scheduled for early December 2022.

EU-US ECONOMIC RELATIONS

The EU and the US are the world’s major global traders and investors. The EU is the
largest economy in the world, representing 25.1% of global GDP and 17% of trade. The
US is the second-largest economy, with 24% of global GDP and 11% of trade.
With the Biden administration, the EU wishes to work closely with the US to solve
bilateral trade irritants, including those that arose during the previous administration,
through negotiated solutions like in the Airbus/Boeing World Trade Organization (WTO)
case, as well as spearheading WTO reform and developing the new TTC. With the
inaugural event of the council on 29 September 2021, the US and the EU embarked
on a series of specific dialogues to address the responsibility of online platforms and
big tech, to work together on fair taxation and market distortions, and to develop a
common approach to protecting critical technologies. Artificial intelligence, data flows
and cooperation on regulation and standards also form part of the EU’s proposals for
a more positive agenda with the US administration.
The 21 August 2020 agreement on tariff reduction (‘lobster deal’) between the US
Trade Representative and the EU Trade Commissioner represents a step towards
renewed cooperation between the two sides. Parliament endorsed the agreement
on 26 November 2020. The Airbus/Boeing civil aircraft dispute is nearing a positive
conclusion. The WTO Dispute Settlement Body has found both the EU and the US to
be at fault for continuing to provide unlawful subsidies to their aircraft manufacturers.
On 5 March 2021, President Biden and Commission President Ursula von den Leyen
announced a mutual four-month temporary suspension of the tariffs imposed in 2020.
This followed a 16-year legal dispute at the WTO. At the June 2021 EU-US Summit,
the parties reached a five-year agreement (valid until 11 July 2026) on the long-running
dispute. They agreed to the Understanding on a cooperative framework for Large
Civil Aircraft, which focuses on approaches to competition policy and enforcement,
increases cooperation in the tech sector, avoids future litigation and more effectively
addresses the challenge posed by non-market economies.
On another impasse resulting from the imposition of tariffs by the US on imports
of steel and aluminium under Section 232 of the Trade Expansion Act (imports
threatening national security), the EU and the US have agreed on the temporary (until
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October 2023) removal of the Section 232 tariffs on historic volumes of EU exports of
steel and aluminium. The two blocks also agreed to seek an arrangement to facilitate
the decarbonising of the steel and aluminium industries, as well as addressing the issue
of overcapacity in these industries caused by non-market practices in some economies.
The US was the EU’s primary export destination in 2021, absorbing 18.3% of total EU
goods exports (compared with China’s 10.3%). The US ranked second among the EU’s
import partners and supplied 11% of the EU’s imported goods.

EU-US trade in goods 2019-2021 (EUR billion)

Year EU goods
imports from US

EU goods
exports to US

EU balance
(goods)

2019 235.2 384.6 + 149.4
2020 203 353.2 + 150.2
2021 232.5 399.6 + 167.1

Source: European Commission, DG TRADE
The US is the EU’s main partner for international trade in services. Taken together,
the economies of both territories amount to more than 40% of global GDP and more
than 40% of global trade in goods and services. However, since 2016, the balance of
trade has shifted to a trade deficit for the EU in services, which currently amounts to
EUR 75.3 billion.

EU-US trade in services 2019-2021 (EUR billion)

Year EU service
imports from US

EU service
exports to US

EU balance
(services)

2019 229 208.5 - 20.5
2020 2461.3 1783.2 - 678.1
2021 305.4 220.8 - 84.6

Source: European Commission, DG TRADE
The EU and the US are each other’s largest investors, with total US investment in
the EU three times higher than in the whole of Asia. EU investment in the US is
around eight times higher than EU investment in India and China combined. In recent
years, however, there have been some drawbacks, with negative investment flows
both from the US into the EU and from the EU into the US in 2018. This resulted in a
rebalancing of the EU stock balance, which amounted to a deficit of EUR 4227.1 billion
in 2021 compared with a surplus of EUR 260.5 billion in 2018. It could be argued that
bilateral direct investment – which is, by nature, a long-term commitment – is the driving
force behind transatlantic commercial relations. This is reinforced by the fact that trade
between parent companies and affiliates in the EU and the US accounts for more
than one third of all transatlantic trade. Estimates indicate that EU and US companies
operating on one another’s territory provide jobs for more than 14 million people.

EU-US bilateral investment stocks 2018-2020 (EUR billion)
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Year
US foreign direct
investment (FDI)
stocks in the EU

EU FDI stocks in the US Balance

2018 1859.1 2119.6 + 260.5
2019 2003.1 2161.5 + 158.4
2020 2317 2089.9 - 227.1

Source: European Commission, DG TRADE

EU-CANADA POLITICAL DIALOGUE

Canada is one of the EU’s oldest and closest partners. The collaboration between the
EU and Canada, based on shared values, a long history of close cooperation, and
strong people-to-people ties, has been considerably strengthened in the last few years.
Bilateral relations started in the 1950s on an economic basis and have since evolved
into a close strategic partnership. The EU and Canada work closely together on
global challenges such as the environment, climate change, energy security and
regional stability, and are close partners in the G7 and G20 context. Canada is a
regular contributor to the EU’s Common Security and Defence Policy missions and
has participated in 24 of the EU’s election observation missions since 2005. On
14 December 2021, Canada was officially invited to participate in individual Permanent
Structured Cooperation (PESCO) Military Mobility projects, further enhancing EU-
Canada military collaboration.
The EU-Canada Strategic Partnership Agreement (SPA), which replaced the
1976 Framework Agreement, is a comprehensive political agreement aimed at
strengthening bilateral cooperation in a number of foreign policy and sectoral fields,
including international peace and security, counter-terrorism, crisis management,
maritime security, global governance, energy, transport, research and development,
health, the environment and climate change, and the Arctic.
The SPA was signed by Canada and the EU on 30 October 2016 at the EU-Canada
Summit and received Parliament’s backing in February 2017. Large parts of the
agreement have been in force provisionally since 1 April 2017. In July 2022, Belgium
became the 22nd EU Member State to ratify the SPA. The agreement will be fully
applied after ratification by all Member States. In order to facilitate cooperation in this
framework, a number of joint institutions have been set up and an intensive dialogue
has been taking place at civil servant and ministerial levels. On 16 May 2022, the third
meeting of the EU-Canada Joint Ministerial Committee took place in Brussels and was
chaired by VP/HR Josep Borrell and Canadian Foreign Minister Mélanie Joly (see joint
statement). The most recent EU-Canada Summit between the Canadian Prime Minister
and the Presidents of the European Council and the European Commission took place
in person in Brussels on 14 June 2021 (see joint statement and press conference).
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INTERPARLIAMENTARY DIALOGUE

For more than 40 years, Members of the European Parliament and their Canadian
counterparts have been meeting annually in IPMs, alternating between venues in the
EU and Canada, to discuss political developments in Canada and the EU and exchange
views on issues of mutual concern such as trade, climate change and migration.
Parliament’s Delegation for Relations with Canada (D-CA), which is composed of
MEPs in the IPM, meets stakeholders regularly throughout the year to prepare for
these interparliamentary meetings. Building on the agreement, the 38th IPM adopted
a joint statement in which both parliaments undertook to transform the IPM into an
uninterrupted dialogue through regular additional meetings and agreed that it would act
as a counterpart to the other bodies set up under the SPA. The 40th IPM took place in
Strasbourg in March 2019. During the COVID-19 pandemic, many informal exchanges
of views took place virtually. In August 2022, D-CA held a successful joint meeting with
the International Trade Committee, with experts on the five-year implementation of the
Comprehensive Economic and Trade Agreement (CETA).

EU-CANADA ECONOMIC RELATIONS

The Comprehensive Economic and Trade Agreement (CETA) is the result of the
positive developments in EU-Canada trade relations that have taken place over the past
decade. It has considerably improved the economic, trade and investment relationship
between the EU and Canada, opening up the markets to one another’s goods, services
and investments, including public procurement. CETA has also created opportunities
for sustainable growth and reflected shared values through its Trade and Sustainable
Development Chapter and its broad range of dialogues, including its regular civil society
forum. CETA is the first of the EU’s bilateral economic agreements to incorporate a
special investment court system for the settlement of investment disputes between
investors and states.
The text was signed at the EU-Canada Summit on 30 October 2016 and Parliament
gave its consent on 15 February 2017. Provisional application of the parts falling
within the EU’s competence began on 21 September 2017. CETA will be fully applied
after ratification by all Member States. In December 2020, Romania became the 15th
Member State to ratify the agreement. On 21 September 2022, the EU and Canada
celebrated the fifth anniversary of CETA with a cleantech summit and a hybrid public
event on the impacts of and opportunities created by CETA.
On 25 March 2021, the CETA Joint Committee held its second meeting to oversee
progress on the implementation of the CETA Agreement, noting how CETA has helped
the EU and Canada to mitigate the economic impact of COVID-19 (see the overview
on trade performance).
Building on the closer relationship brought about by CETA, the EU and Canada
also signed the EU-Canada strategic partnership on raw materials on 21 June 2021
to further advance the integration of raw material value chains and enhance
collaboration on science, technology and innovation, as well as environmental, social
and governance criteria, and standards between the parties.
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Both Canada and the EU were hit by the US tariffs on steel and aluminium, and shared
the view that they were neither justified economically nor compatible with WTO rules.
As a consequence, the EU and Canada, together with other defenders of the rules-
based trade order, have intensified their dialogue on trade issues.
In 2020, the EU was Canada’s third-largest trading partner after the US and China,
accounting for 8.2% of Canada’s total combined exports and imports of goods. In 2020,
the EU exported goods worth EUR 33.3 billion to Canada and absorbed Canadian
goods valued at EUR 20 billion. Canada ranked 11th among the EU’s international
trading partners in 2021. Machinery, mineral products, transport equipment and
chemicals are among the main goods traded between the two partners.

EU-Canada trade in goods 2019-2021 (EUR billion)

Year EU goods imports
from Canada

EU goods exports
to Canada

EU balance
(goods)

2019 20.9 38.3 + 17.4
2020 20.4 33.5 + 13.1
2021 23.6 37.3 + 13.7

Source: European Commission, DG TRADE
Trade in services is an important part of the EU-Canada trade relationship. In 2021,
the value of EU exports of services to Canada increased to EUR 16.2 billion, while the
EU’s imports of services from Canada remained level at EUR 12.3 billion. Transport,
travel, insurance and communications are some examples of services traded frequently
between the EU and Canada. In 2020, owing to the COVID-19 pandemic, trade in
services from Canada to the EU and from the EU to Canada shrunk by 21% and 33%
respectively.

EU-Canada trade in services 2019-2021 (EUR billion)

Year EU service imports
from Canada

EU service
exports to Canada

EU balance
(services)

2019 14.3 21.7 + 7.4
2020 11.7 15.5 + 3.8
2021 12.3 16.2 + 3.9

Source: European Commission, DG TRADE
In terms of FDI, the EU and Canada invested almost equal amounts in each other’s
economies in 2018. In 2019 and 2020, in the light of the COVID-19 pandemic, Canadian
stocks in the EU were valued 35% lower at EUR 239.4 billion, while EU stocks in
Canada contracted by 25% in 2020.

EU-Canada bilateral investment stocks 2018-2020 (EUR billion)

Year Canadian FDI
stocks in the EU

EU FDI stocks
in Canada Balance

2018 368.0 369.4 + 1.4
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2019 239.4 399.3 + 159.9
2020 241.3 296.8 +55.5

Source: European Commission, DG TRADE

Tuula Turunen
10/2022
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