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MNI POLITICAL RISK ANALYSIS-US Tariff Reactions
Home & Abroad

by Adam Burrowes and Tom Lake

On 2 April, US President Donald Trump unveiled his long-awaited ‘reciprocal’ tariffs. The
tariffs went deeper and broader than many analysts expected, levying an immediate 10%
universal tariff on all countries and teeing up an additional ‘reciprocal’ tariff to be imposed on
countries according to their own ‘non-tariff trade barriers’ on April 9. (Executive Order link)

e Here are the key lines from a White House fact sheet: “Using his IEEPA authority,
President Trump will impose a 10% tariff on all countries. This will take effect April 5,
2025 at [00:01 ET 05:01 BSTY”

e President Trump “will impose an individualized reciprocal higher tariff on the
countries with which the United States has the largest trade deficits. All other
countries will continue to be subject to the original 10% tariff baseline. This will take
effect April 9, 2025 at [00:01 ET 05:01 BST].”

o The fact sheet notes: “These tariffs will remain in effect until such a time as President
Trump determines that the threat posed by the trade deficit and underlying
nonreciprocal treatment is satisfied, resolved, or mitigated.”

¢ The White House notes the reciprocal tariff will not apply to steel/aluminium, copper,
pharmaceuticals, semiconductors, and lumber articles, or any products that may be
subject to future Section 232 tariffs like bullion, energy and, “certain minerals that are
not available in the United States.”

The order notes that Canada and Mexico will not be subject to the 10% base rate as they
have already been targeted by measures to address fentanyl and migration: “USMCA
compliant goods will continue to see a 0% tariff, non-USMCA compliant goods will see a
25% tariff, and non-USMCA compliant energy and potash will see a 10% tariff.”

e Bloomberg notes: “90% of imports from Mexico and close to 80% from Canada
entered the US free of duty in 2024, of which about half as USMCA compliant. We
expect most of the other half, as well as most Canadian crude oil, will be registered
as compliant too.”

The following countries will only face the 10% base rate: United Kingdom, Singapore, Brazil,
Australia, New Zealand, Turkey, Colombia, Argentina, El Salvador, United Arab Emirates,
and Saudi Arabia.

e Key US trading partners that will be subject to customised rates include the
European Union: 20%, China: 54%, Vietnam: 46%, Thailand: 36%, Japan: 24%,
Cambodia: 49%, South Africa; 30%, Taiwan: 32%.

o Semafor notes: “...impacts likely to be felt unequally: Britain appears better off than
the EU, while within Asia, exemptions will spare India and Japan the worst while
Vietnam was hammered. Huge tech companies with China-centric supply chains are
also at risk, Apple chief among them.”
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https://www.whitehouse.gov/presidential-actions/2025/04/regulating-imports-with-a-reciprocal-tariff-to-rectify-trade-practices-that-contribute-to-large-and-persistent-annual-united-states-goods-trade-deficits/
https://www.whitehouse.gov/fact-sheets/2025/04/fact-sheet-president-donald-j-trump-declares-national-emergency-to-increase-our-competitive-edge-protect-our-sovereignty-and-strengthen-our-national-and-economic-security/
https://www.bloomberg.com/graphics/trump-tariffs-tracker/
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How do countries escape tariffs? That is unclear. A senior administration official told
reporters yesterday, "This is not a negotiation. This is a national emergency."

o The official added: "Any country that thinks that they can simply make an
announcement promising to lower some tariffs is ignoring the big central problem of
their massive non-tariff barriers.”

¢ Andy Rothman, head of the China-focused firm Sinology, said: “What is finally clear
is that Trump doesn’t see tariffs as a negotiating tool for other issues such as
fentanyl or immigration. There’s no clear off-ramp regarding tariffs and it's not clear
how any country can act to have Trump lower the tariffs.”

Figure 1: "Reciprocal" Tariff Map (Link)
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Immediate Reaction

Trade experts at free market think tank the Cato Institute noted yesterday, per NYT: “With
today’s announcement, U.S. tariffs will approach levels not seen since the Smoot-Hawley
Tariff Act of 1930, which incited a global trade war and deepened the Great Depression.”

e Olu Sonola, head of research on the U.S. economy at Fitch Ratings, wrote in a note:
“The U.S. tariff rate on all imports is now around 22 percent from 2.5 percent in 2024.
That rate was last seen around 1910,” adding: “This is a game changer, not only for
the U.S. economy but for the global economy. Many countries will likely end up in a
recession. You can throw most forecasts out the door, if this tariff rate stays on for an
extended period of time,”

e The Yale Budget Lab noted: “The tariffs would translate into a 2.3 percentage point
increase to overall inflation this year or about a $3,800 impact for the average
household, per Axios.

e The Hill noted immediately after the announcement that after-hours trading of stocks,
“showed a decisively negative response to the news... S&P 500 futures were down
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more than 3.6 percent in after-hours trading... Dow Jones Industrial Average futures
were down more than 2.5 percent, and tech-heavy Nasdag composite futures were
down more than 4.6 percent.”

e The New York Times notes: “Stocks in Asia and Europe fell sharply [this morning],
while futures on the S&P 500 slumped over 3 percent. The initial market reaction
suggested that the scale of President Trump’s tariffs had come as a surprise to
investors.”

Figure 2: Share of Global Manufacturing Capacity
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International Reaction

Asia

Few Asian nations appear to have retaliatory measures 'locked and loaded', despite being
among the hardest hit by Trump’s reciprocal measures.

¢ Axios notes: “Any manufacturers who shifted production to Vietnam to avoid China
tariffs are out of luck: That country will now face a 46% tariff.”

Japan

Japanese Prime Minister Shigeru Ishiba said Thursday: “It's very disappointing that these
measures were taken despite our requests. If it's appropriate to do so | won't hesitate at all
to directly talk to President Trump.”

e Bloomberg notes the levies against Japan are “more than many had expected”,
despite promises from Japan to “boost investment into the US to $1 trillion and other
steps taken in an effort to appease Trump.”

e Trade Minister Yoji Muto said, “We’ll need to think about what is most effective when
considering various options for Japan.”
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https://www.bloomberg.com/news/articles/2025-04-03/japan-calls-trump-s-24-tariff-regrettable-pushes-for-exemption
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e Takeshi Minami, chief economist at Norinchukin Research Institute, said: “The tariffs
could shave Japan’s economic growth by around 0.5 percentage point or more.
That’s not small for an economy with a low potential growth rate.”

India

The Indian Trade Ministry (India hit with 26% ‘reciprocal’ tariff) said that they are "engaged
with all stakeholders [and] taking feedback of their assessment of tariffs and assessing the
situation.”

e The Ministry added that ongoing US-India bilateral trade talks “are focused on
enabling both nations to grow trade, investments, and tech transfers," and noted that
Indian officials expect to talk to US counterparts, “in the coming days".

Figure 3: New Tariffs for Select Countries
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Southeast Asia

The Philippine Finance Secretary, Ralph Recto, claimed this morning that the economy is
"relatively resilient against trade wars" (the Philippines hit with 17% 'reciprocal' tariff) but that
"We won't be spared from the expected decline in international trade and possible slowdown
of global growth."

o Earlier, Undersecretary of the Presidential Communications Office Claire Castro said:
"We will accept this; whatever the impact will be, of course we will respond
accordingly. But as of the moment, its impact is very minimal,"

e Thai Prime Minister Paetongtarn Shinawatra said: "We won't let it get to where GDP
will miss the target, [...] We have prepared several steps, including sending our
permanent secretary to talk with them...I think we can still negotiate." Deputy Finance
Minister Julapun Amornvivat said the rate (Thailand hit with 36% 'reciprocal’ tariff)
was higher than expected.

China
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In addition to baseline tariffs and steep reciprocal tariffs, which will result in an effective tariff
rate as high at 54% on China, Trump also signed an Executive Order eliminating duty-free
de minimis treatment for low-value imports from China. The order will come into effect on
May 2.

e According to Chad Bown, a senior trade fellow at PIIE, when the new tariffs are
stacked on those imposed during the first Trump administration, the average US tax
on Chinese imports will be 76%.

e Experts on Chinese production told The Hill that, “a 10 to 20-percent tariff could
largely be absorbed by the country through a combination of currency devaluation,
private sector subsidies and margin adjustments... But the higher-level tariffs
announced Wednesday could have an impact on Chinese domestic production...”

o Bloomberg reports: “China has taken steps to restrict local companies from investing
in the US, according to people familiar with the matter, in a move that could give
Beijing more leverage for potential trade negotiations with the Trump administration.”

e Semafor reports: “Beijing has been scrutinizing outbound deals more closely this
year, as a rash of capital flight put pressure on the yuan amid slowing economic
growth.”

¢ Nikkei reports that, “Equal tariffs, yuan devaluation and mineral curbs seen as
possible responses” from Beijing.

e The Chinese Ministry of Commerce in a statement on Thursday: “China urges the
U.S. to immediately revoke its unilateral tariffs and address disputes with trade
partners through equal dialogue,” it stated, noting the approach based on “subjective
and self-serving assessments” violates international trade rules, infringes on the
rights of affected parties, and epitomises bullying.

Europe

European officials are continuing to deliberate on deploying a policy tool called the anti-
coercion instrument. The tool, colloquially known as a “bazooka” has never been used since
it was adopted in 2023 and it considered a last resort if diplomacy is exhausted.

e A source close to EU trade policymakers told MNI that EU retaliation against the
reciprocal tariffs may take about a month and a half to implement at the earliest.

o Brussels could theoretically use the tool to pursue a ‘nuclear option’, targeting US
tech giants and financial institutions. The New York Times reports that one outside
plan includes, “limiting American banks’ access to the European Union’s enormous
public procurement market, which would mean partly cutting off the banks from
projects worth roughly 2 trillion euros ($2.2 trillion) each year.”

e Other proposals include targeting European investment in US companies, totalling
roughly USD$320 billion annually, or increasing tax and regulation on American
digital platforms.

e Joachim Klement at Panmure Liberum, said: “Tariffs on services, just like tariffs on
goods, hit consumers and businesses directly... You are just putting fuel on the
stagflationary fire,”

Business Address — MNI, 3rd Floor, 1 Great Tower Street, London, EC3R 5AA
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French Prime Minister Francois Bayrou said: "This decision is a catastrophe for the
economic world. It is a huge challenge for Europe. | believe it is also a catastrophe for the
United States and for American citizens.” He added that we are living in “grave times”.

e Germany's caretaker Chancellor Olaf Scholz said Trump's decision on tariffs is
"fundamentally wrong", and that "the entire world economy will suffer from this".

e Scholz added: "Europe will respond appropriately and proportionately... Even if we
did nothing in response, the tariffs will cause problems for the US economy...There
are intricate supply chains that you can't simply sever."

¢ ltalian PM Giorgia Meloni has cancelled all engagements today as she focuses on
potential responses and actions the government can take to protect the Italian
economy. US Vice President JD Vance is scheduled to visit Rome 18-20 April with
Meloni likely to use a meeting to try and argue the case for a loosening of measures.

e Spanish Prime Minister Pedro Sanchez delivered among the most forceful European
comments this morning. He said: "US' return to 19th century protectionism is not an
intelligent move."

e Sanchez added: "We have asked the European Commission to reinforce trade links
with the rest of the world... Europe needs to deploy a package of counter-tariffs and
other measures."

e The Wall Street Journal reports: Volkswagen will add an “import fee” to the stickers
on its cars that are affected by the 25% vehicle tariff, the German automaker told its
dealers.

Brazil

As noted in yesterday’s edition of his newsletter, Brazil appears likely to be one of the few
beneficiaries of a global trade war.

e Semafor notes: “Latin America’s biggest economy has already benefited from
Chinese buyers stockpiling soybeans to shift away from American alternatives. The
commodities-heavy Brazilian stock market is up more than 9% this year, in sharp
contrast to US stock indexes.

e “The surge reflects how Brazil has positioned its economy to meet China’s soaring
demand, in turn receiving foreign capital essential to improving its aging
infrastructure, The Wall Street Journal reported. The boost could provide a reprieve
to the country’s president, whose approval ratings have plummeted, largely over the
state of the economy.”
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Figure 4: Brazil Exports by Country
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US Political Reaction
Congress

Shortly after Trump’s tariff announcement, four Republican Senators joined with Democrats
to pass a resolution that would ‘undo’ Trump’s tariffs on Canada by challenging the national
security basis of the order.

o While the four Senators Mitch McConnell (R-KY), Susan Collins (R-ME), Rand Paul
(R-KY), and Lisa Murkowski (R-AL) are the ‘usual suspects’ who have challenged
Trump’s agenda there is likely a sizeable group of farm and agricultural-state
Republican who are privately concerned over the scope of the new tariffs.

e The resolution will be killed in the House of Representatives by House Speaker Mike
Johnson (R-LA), but the vote shows there is a workable coalition of Republican
Senators who could feasibly band with Democrats in future votes to block Republican
legislation.

Axios reports that Senate Republicans, “doubted President Trump would follow through on
tariffs. Now they're having to swallow them whole,” adding that “Skeptical Republicans are
willing to give Trump some time to prove that across-the-board tariffs can lead to an
American manufacturing renaissance — but not too much time.”

e Senator Cynthia Lummis (R-WY) told Axios in August: "I don't know if across-the-
board truly means across-the-board."

e Yesterday, she said: "l think he came up with a reasonable compromise between
across-the-board, using the 10% number, but identifying certain trade partners where
the tables are really tipped against the U.S."
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e Senator John Kennedy (R-LA) said, more candidly: "In the long run, | think it will
work. But as I've also said, in the long run, we're all dead. The short run matters too."

e Senator John Hoeven (R-ND): "Hopefully the short-term disruption is truly short term,
like less than a year, and the long-term benefits are real and lasting."

e Sen. Ron Johnson (R-WI): "l think it's kind of a high-risk bet he's making on the
economy. | think the stock market thing is somewhat high risk. He may be right."

¢ Senate Majority Leader John Thune (R-SD), from export-heavy South Dakota, said:
"I do appreciate the president's focus on making sure that we're getting better deals
and giving businesses an incentive to do business here."

Tech

Punchbowl News reports that the tariffs “is set to send much of the tech industry into a
tailspin,” as the rates for some Asian countries that are critical for tech supply chains are
much higher than the global average.

¢ Punchbowl notes: “This spells trouble for consumer electronics titans like Apple,
Google and Microsoft that produce most of their smartphones, laptops and video
game consoles in those countries. Amazon is also expected to take a hit. You can
expect many tech companies to ramp up their lobbying on Capitol Hill and the White
House, asking for exemptions.”

e Punchbowl adds: “What happens to semiconductors, which are used in everything
from cars to Al model training, is unclear. Trump raised tariffs on Taiwan, the world’s
leading producer, to 32%. According to the White House, semiconductors are
exempted from the reciprocal tariffs, so theoretically this wouldn’t apply to them. But
there may be a special rate coming for chips as Trump has often talked about
imposing high tariffs on them.”

e CEO of the Consumer Technology Association Gary Shapiro said: “President
Trump’s sweeping global and reciprocal tariffs are massive tax hikes on Americans
that will drive inflation, kill jobs on Main Street, and may cause a recession for the
U.S. economy. These tariffs will raise consumer prices and will force our trade
partners to retaliate. Americans will become poorer because of these tariffs.”
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