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Europe must brace for impact 
 

 

For a long time, the world speculated, hoped, and feared: did 

Donald Trump really mean all the things he said during his elec-

tion campaign? Mass deportations of undocumented immi-

grants? Tariffs against trading partners? The answer, after just 

over two weeks of his presidency, is evidently: Yes, he is follow-

ing through, albeit more erratically and aggressively than ex-

pected. Instead of "America first," it looks like "America alone".  

Multilateralism is a thing of the past. Trump is leveraging the eco-

nomic and military weight of the U.S. to force other countries to 

comply with what his Mar-a-Lago-centric MAGA worldview dic-

tates. The doggedness with which Trump and his sycophants 

are willfully dismantling the soft power the U.S. has built over 

decades is nothing short of breathtaking. The playground bully 

Donald clearly does not care whether he has friends. The main 

thing is that he is "respected". 

"Here, everyone is free to do what I want!" 

Tariffs are the weapon of choice – regardless of the goal at hand. 

Under Trump, the U.S. uses the threat of tariffs to put other coun-

tries in a chokehold and extract concessions that may have noth-

ing to do with trade. The first country to receive a tariff offer it 

couldn't refuse was Colombia. A country with which the U.S. ac-

tually has a trade surplus! But Bogotá was not sufficiently sub-

missive to U.S. conditions when receiving its deported citizens. 

It is clear who lost out in this confrontation. 

The law of the strongest also applies to dealings with neighbor-

ing Mexico and Canada, with whom the U.S. is actually bound 

by a free trade agreement. Trump suspended the already de-

creed tariffs of 25% (!) for a month a few hours before they took 
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effect, after the neighbors had been bullied into making conces-

sions. Again, it was never about trade. Trump demanded better 

border controls to stop illegal immigrants and a crackdown on 

drug trafficking. What will he demand next month? 

The first official trip of the new Secretary of State, Marco Rubio 

(mocked by Trump as "Little Marco" before his conversion to the 

church of MAGA), led him to Panama, where he demanded con-

trol over the canal without excessive regard for diplomatic con-

ventions. "By hook or by crook, we want it back!" was Rubio's 

main argument, acting as Trump’s messenger boy. And so, it 

continues: the Palestinians are to disappear from the Gaza Strip 

to make way for a US-owned "Riviera of the Middle East". Kiev 

is blackmailed as Trump promises further military aid only if 

Ukraine pledges its reserves of rare earth metals to the U.S. 

Next stop: "Europe"?  

Since taking office, Trump has repeatedly stated that the Euro-

pean Union is an “atrocity” on trade, treating the U.S. "terribly". 

The charge: Europe buys too few American goods (see chart). 

The fact that his ire is particularly stirred by the alleged omni-

presence of European cars on American roads is not a good 

omen. For the German economy, America is the most important 

export destination. The dependence on the U.S. is particularly 

high in the sectors of pharmaceuticals, mechanical engineering, 

and automobiles. According to LBBW Research, it has been very 

likely since the election that Trump will make good on his tariff 

threats against Europe. This is the main reason why we are fore-

casting a third year of economic stagnation for Germany in 2025.  

Brussels will try to negotiate. But its position is weak: the U.S. is 

far less dependent on exports to Europe than vice versa. And 

the EU is more divided than ever. And its two most important 

economies, Germany and France, currently lack fully functioning 

governments. Europe, brace yourself! Expect the unexpected. 

Trump keeps 
Mexico and 
Canada on a 
short leash 
 
 
 
 

 
 

 
 
 
 

U.S.-EU bilateral trade 
balance ($bn. quarterly) 

 
Source: BEA, LBBW Research 
Last observation: Q3/2024 

Disclaimer: 2025-02-07 08:42 
This publication is addressed exclusively at recipients in the EU, Switzerland, Liechtenstein and the United Kingdom.  

This report is not being distributed by LBBW to any person in the United States and LBBW does not intend to solicit any 

person in the United States. 

LBBW is under the supervision of the European Central Bank (ECB), Sonnemannstraße 22, 60314 Frankfurt/Main (Ger-

many) and the German Federal Financial Supervisory Authority (BaFin), Graurheindorfer Str. 108, 53117 Bonn (Ger-

many) / Marie-Curie-Str. 24-28, 60439 Frankfurt/Main (Germany). 

This publication is based on generally available sources which we are not able to verify but which we believe to be reliable. 

Nevertheless, we assume no liability for the accuracy and completeness of this publication. It conveys our non-binding 

opinion of the market and the products at the time of the editorial deadline, irrespective of any own holdings in these 

products. This publication does not replace individual advice. It serves only for informational purposes and should not be 

seen as an offer or request for a purchase or sale. For additional, more timely in-formation on concrete investment options 

and for individual investment advice, please contact your investment advisor. 

We retain the right to change the opinions expressed herein at any time and without prior notice. Moreover, we 

retain the right not to update this information or to stop such updates entirely without prior notice. 

Past performance, simulations and forecasts shown or described in this publication do not constitute a reliable indicator 

of future performance. 

The acceptance of provided research services by a securities services company can qualify as a benefit in supervisory 

law terms. In these cases LBBW assumes that the benefit is intended to improve the quality of the relevant service for the 

customer of the benefit recipient. 

Additional Disclaimer for recipients in the United Kingdom: Authorised and regulated by the European Central Bank (ECB), 

Sonnemannstraße 22, 60314 Frankfurt/Main (Germany) and the German Federal Financial Supervisory Authority 

(BaFin), Graurheindorfer Str. 108, 53117 Bonn (Germany) / Marie-Curie-Str. 24-28, 60439 Frankfurt/Main (Germany). 

Deemed authorised by the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Authority and 

limited regulation by the Prudential Regulation Authority. Details of the Temporary Permissions Regime, which allows 

EEA-based firms to operate in the UK for a limited period while seeking full authorisation, are available on the Financial 

Conduct Authority’s website. 

  

0

20

40

60

80

100

120

140

160

2000 2005 2010 2015 2020

US Trade Deficit

US Exports
US Imports

https://www.bea.gov/data/intl-trade-investment/international-trade-goods-and-services

