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Introduction

The landscape of global trade has undergone a profound reshaping in recent years, with the United States'
tariff strategy undergoing profound transformations, particularly under the administration of President Donald
Trump. These shifts have initiated a complex interplay of economic forces and diplomatic negotiations
worldwide. This article aims to provide a comprehensive overview of the current US tariff strategy, examining
its historical underpinnings, the pivotal changes introduced, and the ripple effects on major trade partners.

We will delve into the multifaceted economic impacts and other broader consequences that have emerged
from these policies. Furthermore, we will explore the potential long-term implications for future trade
agreements and the dynamics of international commerce. To offer a tangible perspective, a dedicated case
study on India will illustrate precisely how these tariff policies have influenced one of the US's increasingly vital
trade partners. Finally, we will consider various policy responses adopted by nations and conclude with an
overarching assessment of this complex and evolving trade environment.

Historical context

Tariffs, essentially taxes on imported goods, have historically served as a foundational instrument of US trade
policy, primarily utilised to safeguard domestic industries and generate government revenue. In fact, before the
establishment of income taxes, tariffs were a primary source of federal income.

Over the course of the 20th and early 21st centuries, the role and application of US tariffs have dramatically
evolved. Significant shifts occurred during the turbulent period of the Great Depression, when tariffs reached
extraordinary heights as nations attempted to protect their ailing economies. The post-World War Il era saw a
move towards trade liberalisation, aimed at fostering global economic recovery and cooperation. This trend
was further cemented with the establishment of the World Trade Organisation (WTO), which advocated for
reduced trade barriers and a rules-based international trading system.

As depicted in Figure 1: Historical US tariff rates (Average, %), average US tariff rates have fluctuated
considerably over time. We can observe notable peaks during the Great Depression era around 1930, where
average rates approached 60%. Following this, there was a consistent decline, reaching historical lows around
the year 2000. However, the recent shift towards protectionism, visible as an uptick towards 2025 in the chart,
signifies a notable departure from the more liberal trade policies that characterised the latter half of the 20th
century and the early 21st century. This recent re-emphasis on tariffs marks a strategic recalibration in US trade
philosophy.

Figure 1: Historical US tariff rates (Average, %)
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(Source: US Department of Commerce, Bureau of the Census, U.S. International Trade Commission)
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Key changes

Under President Donald Trump's administration, the United States implemented a series of sweeping tariffs
with the explicit goals of protecting American industries, fostering domestic manufacturing, and reducing
persistent trade deficits. These changes were not incremental but represented a significant strategic pivot. Key
changes included (See appendix for detailed timeline of Trump 2.0's tariff announcements until June 2025):

Universal tariff: A broad 10% universal tariff was imposed on virtually all imports, effective April 5, 2025,
signalling a wide-ranging application of trade protectionism.

Reciprocal tariffs: Beyond the universal tariff, substantial tariffs (11% to 50%) were levied on goods from
over 50 specific countries, often to counter perceived unfair trade practices, though most are currently
paused for 90 days.

Sector-specific tariffs: Targeted tariffs were selectively applied to specific industries deemed critical or
vulnerable, most notably on steel, aluminium, and a wide array of technology products. These measures
aimed to bolster domestic production and competitiveness in these strategic sectors.

Country-specific adjustments: While the overarching strategy involved widespread tariffs, there were
instances of temporary suspensions and adjustments. These changes were often contingent on ongoing
trade negotiations, acting as leverage in diplomatic discussions with various trading partners.

Major trade partners affected

The assertive US tariff strategy had a profound and quantifiable impact on several of the United States' most
significant trade partners. The consequences are varied in intensity but generally leading to reconfigurations of
global supply chains, highlighted in the case study on India below, and trade relationships.

China: As the largest trading partner and a primary target of the new tariff regime, China faced
exceptionally high tariffs across a vast spectrum of its exported products. This aggressive tariff imposition
led to a substantial reduction in the overall trade volume between the two economic giants.

European Union (EU): The EU, another critical trade partner, was also significantly impacted. Goods
ranging from industrial products to digital services faced tariffs, leading to trade friction and calls for
negotiations to resolve the disputes.

Canada and Mexico: Despite being integrated through the USMCA (United States-Mexico-Canada
Agreement) — the successor to NAFTA — these neighbouring countries were not entirely immune. While
some tariffs were exempted under the new agreement, they were still affected by specific sector-wide
tariffs, particularly those on steel and aluminium.

The visible impact of these tariffs is clearly illustrated in Figure 2: Trade volume changes (US with major
partners) on the following page.

For countries like China and the EU, there is a clear and noticeable reduction in trade volume, highlighting the
direct effect of the tariff imposition. While Canada and Mexico also show a slight reduction, the impact appears
less drastic than for China and the EU, likely due to the USMCA agreement providing some protective
measures.
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Figure 2: Trade volume changes (US with major partners)
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(Source: International Trade Administration and Bureau of Economic Analysis)

Economic impacts for the US and global economies

The economic consequences of the US tariff strategy have been complex and multifaceted, generating both
intended and unintended outcomes across domestic and global economies.

Domestically, the effects on the US economy have been mixed. While some American industries, particularly
those directly protected by the tariffs, experienced benefits from reduced foreign competition, many others
faced significant challenges. These challenges included higher input costs due to tariffs on imported raw
materials and components, as well as the adverse effects of retaliatory tariffs imposed by other countries on US
exports.

Globally, the increased trade tensions and the pervasive uncertainty generated by the tariff strategy
contributed to a measurable slowdown in economic growth. Projections indicate an estimated 1% reduction in
global GDP growth attributed to these tariffs. This highlights the interconnectedness of the global economy and
how protectionist measures can cascade through international supply chains.

Figure 3: IMF economic growth projections (Jan 2025 vs Apr 2025 - %)
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For consumers, tariffs often translate into higher prices for imported goods, which, in turn, affected consumer
spending patterns and contributes to inflationary pressures within the economy.

Other consequences

Beyond the direct economic impacts, the US tariff strategy is having broader, non-economic ramifications,
altering diplomatic relationships, global supply chain configurations, and market stability.

Diplomatic strains: The imposition of tariffs, particularly against long-standing allies, often leads to
increased tensions in diplomatic relations. These strains frequently manifest as challenging discussions in
international forums and a general souring of bilateral relationships with key trading partners.

Supply chain disruptions: Companies worldwide were compelled to re-evaluate and often relocate their
manufacturing and sourcing operations to mitigate the impact of tariffs. This has led to significant
disruptions in established supply chains, forcing businesses to seek new suppliers and manufacturing
locations, sometimes at higher costs or with longer lead times.

Market volatility: The unpredictable nature of tariff announcements and trade negotiations contributed
to significant fluctuations in global stock markets. This uncertainty also had a chilling effect on business
confidence, as companies became hesitant to make long-term investment decisions in an environment of
shifting trade policies.

Impact on future trade agreements

The current US tariff strategy is likely to have profound implications for future trade agreements. Key areas of
concern include:

Negotiation dynamics: Aggressive tariff measures have altered negotiation dynamics. The process is often
influenced by tariffs, where US imposition can lead to trade partner reactions (engaging in talks or
imposing retaliatory tariffs), resulting in new agreements or prolonged tensions. Countries may approach
future trade talks with heightened caution and a stronger emphasis on securing protections against
sudden tariff hikes, potentially leading to more complex and prolonged negotiations.

Shift towards bilateral agreements: There may be a shift towards bilateral agreements, given the
unpredictability of multilateral trade agreements in the current climate. Recent years (e.g., 2010-2025) have
shown a trend of increasing bilateral agreements relative to multilateral ones. These agreements can offer
more tailored terms and quicker resolutions.

Retaliatory measures: The imposition of US tariffs has led to retaliatory measures from affected
countries, with various regions and nations imposing such tariffs. Future trade agreements will likely
include provisions to manage and mitigate such actions, potentially involving dispute resolution
mechanisms.

Focus on strategic sectors: Future agreements may increasingly focus on strategic sectors heavily
impacted by tariffs, such as technology (semiconductors, software), steel & aluminium (domestic
protection, input costs), and agriculture (market access challenges). Countries will aim to protect these
sectors through specific clauses.

Regional trade blocs: The rise in tariffs may encourage the formation or strengthening of regional trade
blocs, such as in the EU, ASEAN, USMCA, and Mercosur, as countries collaborate to counterbalance US
tariffs. This trend is visible in regions like Asia-Pacific and Europe.

Supply chain reconfiguration: Tariff-induced disruptions have compelled companies to reconfigure
supply chains, often shifting production to new sources (e.g., from China to India) for lower costs or
diversification. Future agreements will need to address these evolving patterns.
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Case study: India's strategic advantage

President Donald Trump's tariff agenda, including a 50% duty on steel and aluminium imports by June 2025,
has significantly reshaped global trade. While these protectionist measures are projected to negatively impact
the US economy and invite retaliation, they have inadvertently accelerated supply chain diversification among
multinational corporations. India has strategically capitalised on this turbulence, emerging as a viable
alternative manufacturing and sourcing destination.

The primary driver for India's recent gains is the intense pressure on companies to de-risk their China-centric
supply chains. US tariffs have led to a dramatic collapse in direct US imports of Chinese goods, with some
projections indicating a fall of approximately 90%. This has compelled businesses to seek alternative
manufacturing hubs. For instance, Apple is actively shifting a significant portion of its smartphone production
for the US market to India. While some PC production has moved to Vietnam (e.g., Dell and HP), India has
attracted substantial new investments in specific sectors. It's important to note that Chinese products are also
being re-routed indirectly to the US via intermediary countries like Mexico, Korea, and Vietnam.

Figure 4: India Industrial Production
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(Source: LSEG Datastream and Yardeni Research, and MOSPI, India)

India's benefits are amplified by its proactive domestic policies and infrastructure investments. The
government's Production Linked Incentive (PLI) Schemes, with an outlay exceeding $24 billion across 14 critical
sectors, offer substantial incentives for local production, significantly boosting Foreign Direct Investment (FDI)
in manufacturing. India's flexible Foreign Trade Policy (FTP) 2025 emphasises duty remissions, enhanced "Ease
of Doing Business" through digitisation, and collaborative export promotion, targeting $2 trillion in exports by
2030. Complementing these policies, India is undertaking a transformative infrastructural upgrade, including
the X100 trillion Gati Shakti National Master Plan and the Delhi-Mumbai Expressway, designed to reduce
logistics costs and enhance connectivity. India also offers competitive labour costs and a strategic geographical
location.

These shifts have translated into tangible economic benefits. India's electronics sector, particularly smartphone
manufacturing, has seen remarkable growth, transforming the country into the world's second-largest
smartphone manufacturer. Mobile phone exports surged from virtually zero in 2016 to $20.4 billion in 2024, a
44% year-on-year increase. Similarly, the Indian textile and apparel industry is experiencing a revival, with
exports increasing by 6.3% in FY25, driven by 10% growth in apparel exports. American apparel buyers are
increasingly rerouting orders to India, which benefits from comparatively lower tariffs than traditional textile
powerhouses. Industry estimates suggest up to 15% of US-bound orders have shifted from China to India in
recent months.
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Foreign Direct Investment (FDI) inflows have shown a consistent upward trend, reaching $81.04 billion in FY
2024-25, the highest in three years and a 14% increase over the previous fiscal year. Manufacturing FDI alone
grew by 18% in FY 2024-25. This surge is directly attributable to investor-friendly policies and global supply
chain reconfigurations. India's consistent economic growth, projected at 6.3% for 2025, and its vast domestic
market further enhance its appeal, suggesting these benefits are more enduring structural gains than transient
responses to trade policy.

In conclusion, former President Trump's tariff agenda has inadvertently created a significant opportunity for
India by accelerating global supply chain diversification. Through proactive policy reforms, strategic
infrastructure development, and inherent competitive advantages, India has successfully attracted substantial
foreign direct investment and boosted manufacturing exports in key sectors like electronics and textiles. This
realignment is positioning India as an increasingly vital node in the evolving global trade architecture, driven by
broader geopolitical de-risking strategies and the desire for supply chain resilience.

Policy responses

In the wake of the US tariff strategy, countries worldwide have adopted a range of policy measures designed to
mitigate negative impacts, rebalance trade relationships, and ensure economic stability. These responses
highlight a global effort to adapt to the new protectionist environment:

Ongoing trade negotiations: Many nations have engaged in continuous trade negotiations with the
United States to reduce tariffs and address existing trade imbalances. These talks often involve detailed
discussions on specific product categories, market access, and broader trade practices. For example,
following the implementation of US tariffs on steel and aluminium imports in 2018 under Section 232, the
European Union engaged in extensive and ongoing negotiations with the United States. These talks aimed
to secure exemptions from the tariffs or to find alternative solutions to address US concerns, often
involving discussions about specific quotas for EU steel and aluminium products entering the US market.
While a complete resolution wasn't immediate, these negotiations continued for an extended period,
reflecting an ongoing effort to mitigate the impact of the tariffs.

Retaliatory tariffs: A common response from affected countries has been the imposition of their own
retaliatory tariffs on US goods. These measures aim to create leverage in negotiations, protect domestic
industries, and signal a strong stance against perceived unfair trade practices. For example, when the
United States imposed tariffs on a wide range of Chinese goods under Section 301, China responded by
implementing its own retaliatory tariffs on various US products, including agricultural goods like soybeans,
pork, and automobiles. This was a clear example of using retaliatory tariffs to create leverage in the trade
dispute and to signal its opposition to the US actions.

New and strengthened trade agreements: Countries have actively pursued efforts to establish new
bilateral and multilateral trade agreements or to strengthen existing ones. This strategy helps diversify
trade partners, reduce reliance on any single market, and create more stable and predictable trade
environments. For instance, the renewed focus on regional blocs mentioned earlier falls under this
category. For example, in response to the US withdrawal from the Trans-Pacific Partnership (TPP) and the
imposition of tariffs, Japan played a leading role in pushing forward with the remaining eleven countries to
form the Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP). This
strengthened multilateral trade agreement, which came into effect in late 2018 and early 2019, served to
deepen economic ties among its members, diversify trade away from the US, and reinforce a commitment
to open trade in the Asia-Pacific region, despite the US protectionist shift.
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Conclusion

The current US tariff strategy unequivocally marks a significant and impactful shift towards protectionism in
global trade policy. Its widespread implementation has generated complex and far-reaching consequences,
affecting both the domestic economy of the United States and the broader global economic landscape.

While it is true that some domestic industries have experienced benefits from reduced foreign competition, this
has often come at the cost of higher input costs for other sectors and the imposition of retaliatory measures by
affected nations. Beyond economic figures, the strategy has also been a catalyst for increased diplomatic
strains with key allies and has contributed to unsettling periods of market volatility.

It is also crucial to acknowledge the inherent lag times in observing the full impact of these tariffs. Economic
data, such as inflation and GDP growth, typically manifest the effects of trade policy shifts with a significant
delay, often months after implementation. This lag can lead to a false sense of security or misinterpretations of
the true economic consequences. Similarly, global shipping cycles inherently involve long lead times, meaning
that changes in trade volumes due to tariffs may not be immediately apparent in real-time shipping statistics.
Furthermore, the substantial restocking of inventory that occurred in anticipation of the "Liberation Day" tariffs,
where businesses pulled forward purchases to avoid future increased costs, has already had a notable, albeit
temporary, effect on trade volumes. This pre-tariff inventory buildup artificially inflated trade figures in the
short term, and as these buffers are depleted, a subsequent slowdown in trade activity may become evident,
further complicating the analysis of tariff impact.

Navigating this increasingly intricate and often unpredictable global trade landscape demands continuous and
adaptive policy responses. Ongoing negotiations, strategic policy adjustments, and a willingness to compromise
are essential to mitigate the adverse impacts of these trade tensions and to foster a path towards sustainable
economic growth for all nations involved. These collective efforts will undoubtedly play a crucial role in shaping
the future trajectory of international commerce for many years to come.

Authored by Rob Finch Noyes and Hudson de Lucchi
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Appendix:

Donald Trump began his second, non-consecutive presidency on January 20, 2025. This is a timeline of
significant tariff announcements and actions under his current administration:

January 20: President Trump is sworn into office and in his inaugural address, reiterates his promise to
"tariff and tax foreign countries." He also instructs cabinet secretaries to develop reports on trade practices
and tariff recommendations by April 1, 2025.

February 1: Trump signs executive orders to impose tariffs on imports from Mexico, Canada, and China,
invoking national emergency powers related to drug trafficking and undocumented immigration.

10% tariffs on all imports from China (to take effect February 4).
25% tariffs on most imports from Mexico and Canada (to take effect February 4).

February 3: Trump agrees to a 30-day pause on tariff threats against Mexico and Canada as negotiations
proceed on border security and drug trafficking.

February 4: The new 10% tariffs on all Chinese imports to the U.S. go into effect. China immediately
retaliates with its own countermeasures.

February 10: Trump announces plans to increase steel and aluminium tariffs, effective March 12. This
includes removing exemptions from his 2018 tariffs, making all steel imports subject to a minimum 25%
tax, and raising aluminium tariffs from 10% to 25%.

February 13: Trump announces a plan for "reciprocal tariffs," aiming to match U.S. tariffs to the rates other
countries charge on U.S. imports.

February 25: Trump signs an executive order directing the Commerce Department to investigate whether
a tariff on imported copper is needed for national security.

March 1: Trump signs an executive order instructing the Commerce Department to investigate tariffs on
lumber and timber, citing national security.

March 3: Trump raises tariffs on Chinese goods to 20%.
March 4: China's Ministry of Finance responds with retaliatory tariffs on various U.S. agricultural products.

April 2 ("Liberation Day"): Trump announces "reciprocal tariffs" on all countries not subject to other
sanctions, setting a baseline 10% tariff on nearly all U.S. imports, effective April 5. He also announces higher
tariffs (11% to 50%) on imports from 57 trading partners, to take effect April 9.

April 4: China retaliates by announcing a 34% tariff on all imports from the U.S., starting April 10.
April 8: Trump issues an executive order effectively raising tariffs on imported goods from China to 104%.

April 9: China hikes its tariffs on U.S. imports from 34% to 84%. Hours later, Trump responds on Truth
Social, raising the tariff charged to China by the U.S. to 125%, effective immediately, bringing the total tariff
rate on China's exports to the U.S. to 145%. He also announces a 90-day reduction of his universal tariffs on
other countries to 10%.

April 10: The country-specific reciprocal tariffs are suspended for 90 days for all countries except China,
with imports from those trading partners subject to the 10% baseline reciprocal tariff rate.

April 11: China's Ministry of Finance adjusts its tariff rate against U.S. exports to 125%. Trump, in an
executive order, removes reciprocal tariffs on a range of electronics products and parts, including from
China, though Chinese electronics remain subject to the 20% tariff.

April 29: The White House issues a proclamation and executive order to address "stacking" of tariffs on
certain auto-related imports, aiming to avoid cumulative effects of overlapping tariffs.

May 12: The U.S. lowers certain additional tariffs on China from 125% to 10%. China also announces a
reduction in its retaliatory tariffs against the U.S.

May 14: China's country-specific reciprocal tariff rate is suspended until August 12, with imports from
China subject to the 10% baseline reciprocal tariff rate during this time.

Barratt & Cooke
The US tariff strategy: Navigating global trade shifts [June 2025] Page 8 of 9



May 23: The EU announces it will increase tariffs to 50% but delays the implementation.
May 30: Steel and aluminium tariffs are increased to 50%, effective June 4.

June 1 (as of): The average effective U.S. tariff rate is 15.1%, down from an estimated 27% (the highest level
in over a century) due to rollbacks of the "Liberation Day" tariffs.

June 4: Higher steel and aluminium tariffs (50%) go into effect.

June 10: Senior U.S. and Chinese officials reach a "framework" deal in London. The Court of Appeals for the
Federal Circuit stays sweeping tariffs until July 31.
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