
After more than five of years and 15 rounds of intense negotiations,
the European Union and Australia on 29 October decided to suspend
talks on a bilateral trade agreement. The negotiations, which had been
expected to conclude positively before the end of this year, will
probably not reopen before 2025, after the European election of June
2024 and the next Australian general election due sometime the
following year. 

Why this sudden hiccup in the trade relations between the two
partners, which have much in common economically and politically?

Seen from Brussels, Australia is a relatively small partner, which is
normal since it is a relatively small economy (one tenth the size of the
EU) and very distant geographically. In 2022, it accounted for barely
1.5 percent of the EU’s exports and 0.6 percent of its imports of
goods.

Seen from Canberra, the EU is a somewhat bigger partner, ranking fifth
among its export destinations (but only 4 percent in terms of value)
and second among its import origins (14 percent in terms of value). 
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This would be to forget another aspect of the EU-Australia trade talks.
The EU has an interest in securing access to Australia’s large reserves
of critical raw materials, in particular lithium, of which Australia is the
world’s largest producer at the extraction stage. Australia sells most
of its lithium to China for processing. 

Australia’s strong position in critical raw materials, which the EU
needs for its green industrial transformation, is a golden opportunity
for the country to prize open the EU market for beef and sheep, which
it has long eyed with, until recently, little hope of succeeding. This is
probably why the EU baulked at the level of market access for beef
and sheep that Australia was seeking to conclude the deal. The EU
must also have thought that freer access for Australian agricultural
products would pose a problem in its current efforts to conclude a
trade deal with Mercosur, the Latin American bloc, which will also
involve opening its agricultural market, including for beef. 

But ultimately the current hiccup is likely to be just that. The EU has an
interest in trading some beef for critical raw materials, and Australia
has an interest in depending less on China, its number one export
market and source of imports. Once elections are out of the way,
expect a resumption of EU-Australia trade talks. 
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