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EU-China trade talks: time to show results

8 October 2026

The EU’s goods trade deficit with China has reached EUR 1bn a day. Without
some progress in the trade talks taking place today and tomorrow, pressure
for tougher EU action and the risk of Chinese countermeasures would rise.

THE EU RUNS A LARGER TRADE DEFICIT WITH CHINA THAN THE US
GOODS TRADE BALANCE WITH CHINA (% OF RESPECTIVE GDP, FOUR-QUARTER MOVING SUM)
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Source: Eurostat, US Census Bureau, BEA, The Investment Institute by UniCredit
Note: positive values in the chart indicate trade deficits

THE CONTEXT

Today, EU Trade Commissioner Maros Sefcovic and Chinese Minister of Commerce Wang Wentao are due to begin
two days of trade talks in Beijing. This is the second meeting of the new EU-China Trade and Investment Consultations
launched in June to tackle four areas: trade and investment balancing, export controls, intellectual property rights
and WTO reform. With more than 20 working-level consultations having taken place since the first meeting, Brussels
now wants to move from talking to delivering. In her State of the Union address in mid-September, European
Commission President Ursula von der Leyen dot to the heart of it by saying that “[...] this dialogue must now lead to
results.” This week, Berlin and Paris also called for a tougher trade policy by empowering the European Commission
to exclude companies that do not play by the rules from the EU Single Market under an accelerated procedure. While
EU policymakers have moved toward a tougher stance on China, US-China trade tensions have eased somewhat.
Washington and Beijing recently extended their trade truce until 10 January and agreed to lower tariffs on USD 60bn
of bilateral trade.
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THE DATA

Europe enters the talks from a different economic position than the US. Relative to the size of
the economy, the EU’s deficit in trade goods is now much larger than America’s. This has not
always been the case. During the 2010s, the EU deficit hovered at around 1% of GDP; recently,
it has been about 2%. As Mrs. von der Leyen put it in September: “Our trade deficit with China
is now EUR 1bn — a day.” While the spike in 2022 was caused by special circumstances due to
the post-pandemic import boom from China, the upward trend is indeed hard to miss.
Especially the imports of EVs, inputs for the energy transition (batteries, solar panels, etc.),
chemicals and plastics have further widened the trade imbalances with China.

OUR VIEW

A grand bargain is unlikely in the EU-China trade talks. The more realistic question is whether
Beijing will offer small but measurable steps. Brussels is looking for progress on several fronts.
Besides reducing trade imbalances, Europe wants better access to the Chinese market and
more reliable export licensing for rare earths and other critical inputs.

Unsurprisingly, China sees the problem differently. Beijing rejects the EU’s overcapacity
argument and is concerned about European trade-defence measures and local-content
requirements. It has warned against further restrictions on Chinese firms and ardues that
investment, rather than new barriers, should be part of the solution.

Bottom line: this round of trade talks is not about solving the whole relationship but about
demonstrating traction. A clearer rare-earth licensing process, specific market-access
concessions or credible steps to moderate specific export flows, such as autos, could keep the
dialogue moving. A vague communiqué would do the opposite: it would strengthen calls for
tougher EU trade-defence measures — and increase the risk of Chinese countermeasures.
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Ledal Notices

Glossary

Terms used in the report are available on our website: Our glossary

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with ledal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and
truthfulness of which the UniCredit Group makes no duarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changes in exchande rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo significant price fluctuations following any downdrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. Inthe presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this
document, including, but not limited to, damades due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, imades, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless
otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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