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Executive Summary

e Former president and presidential candidate Donald Trump has proposed a 10 percent tariff on al imports
into the United States, which would result in average estimated additional costs per U.S. household of
between $1,700 and $2,350 annually.

e Thetop 10 U.S. import partners, which represent nearly 70 percent of all imports, would be hit with
tariffs up to 3 percent of their gross domestic product (GDP); retaliatory tariffs against the United States
could amount to $200 billion in the event of atit-for-tat trade war, with the aggregate impact of tariff
hikes reaching up to 5 percent of GDP for the country’ s largest trade partner.

o A targeted 60 percent tariff on China, as candidate Trump also proposed, would balloon additional U.S.
consumer costs from $300 billion to over $500 billion and on its own increase household costs by $1,950
annually.

I ntroduction

Former president and presidential candidate Donald Trump has proposed a uniform 10 percent tariff on all
imports into the United States, with the potential for a specific 60 percent tariff on Chinese imports.[1] Trump
doubled down on his proposals on June 13, when he floated the idea of replacing all income tax revenue with
tariff revenue.[2] Currently, the United States bringsin over $2 trillion in income tax revenue and roughly $99
billion in tariff revenue. To implement Trump’s income tax replacement proposal, the United States would need
atariff with arate of approximately 67 percent, the equivalent of imposing a new flat income tax of nearly 15
percent on all households.| 3]

Several estimates have projected the cost of a 10 percent tariff for U.S. consumers, ranging from $300 billion to
$500 billion on an annual basis. Less discussed iswhich U.S. allies would be most impacted by the imposition
of a 10 percent tariff and what retaliatory measures these countries might pursue. It is possible that many
countries would respond with similar tariff hikes on U.S. exports, potentially amounting to $200 billion
globally. The escalation of trade restrictions would presumably result in large-scal e tax increases on consumers
throughout the world, reducing global output, stunting economic growth, and eroding job market stability.

Impact in the United States

U.S. consumersimport roughly $1 trillion more into the country than U.S. producers export, meaning the United
States is a net importer of goods and services.|4] This trade deficit has long been a key talking point of former
President Trump, who during his presidency proposed and later enacted import tariffs as aremedy. The Trump
Administration increased tariffs by roughly $80 billion during its tenure, with the Congressional Budget Office
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estimating a cost of $1,300 for each U.S. household in 2020.5] While these efforts contributed to creating
thousands of domestic manufacturing jobs, the price tag for creating a single new position in the steel industry,
for example, came to $900,000, which came with severe knock-on effects for other domestic industries.[6]

A 10 percent tariff on al imports would have similar consequences for U.S. consumers, with middle-income
families facing upward of $1,700 in additional annual costs.[ 7] New tariffs could increase household costs by as
much as $2,350 annually if tariffs are fully passed on to consumers, resulting in a 3 percent decrease in income
for the median earner.[ 8] If a specialized 60 percent tariff were levied against China, costs would likely increase
by $3,900, an effective income loss of 5 percent for the median-income household. The desired objective of
creating U.S. jobs would be achieved in certain industries but the exact figure and cost per job would be difficult
to estimate.

The U.S. Trade PartnersHardest Hit by Tariffs

In response to a blanket tariff on all U.S. imports, American consumers would likely search for cheaper
domestic alternatives, thereby reducing total imports and reducing the profits of foreign exporters. The top 10
countries the United States imports from are displayed in Table 1 and represent 69 percent of total U.S. imports.
1 9] Of note, the United States imports from a highly concentrated set of nations, as the top 25 import partners
represent 88 percent of all imports. This suggests that the brunt of all tariff value would be imposed upon the top
10 importing partners (the majority of which are close U.S. alies) and particularly the top three.

Table 1: Top 10 U.S. Import Partners ($ billions)

Country Total Exportsto U.S. Per cent of Total Country Total ImportsFrom U.S. Per cent of Total Country
Exports Imports

Mexico $476 1% $323 56%
China $427 15% $148 %
Canada $421 75% $353 56%
Germany $160 10% $77 5%
Japan $147 19% $76 10%
South Korea $116 16% $65 11%
Vietnam $114 29% $10 3%
Taiwan $88 15% $40 10%
India $84 18% $40 %
Ireland $82 30% $18 16%
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Table 1 displaysthetop 10 U.S. trading partners by export value to the United States and the relative percentage
of exports sent to the United States.[ 10] Mexico, China, and Canada would be the most impacted by higher U.S.
tariffs in absolute terms. In terms of proportionality, Mexico and Canada would still be most impacted by higher
U.S. tariffs, but Ireland and Vietnam would shift up the list as a greater share of their exports would be targeted
compared to other U.S. trade partners.

Table 2: Top 10 U.S. Import Partners by GDP Impact of U.S. Tariffs

Country U.S. Import Tariff Value as Percent of GDP
Vietnam 3%
Mexico 3%
Canada 2%
Ireland 1%
Taiwan 1%
South Korea 1%
Germany 0.4%
Japan 0.4%
China 0.2%
India 0.2%

The median U.S. tariff value as a percent of atop 10 partner’s gross domestic product (GDP) would be 0.9
percent, compared to 0.4 percent for atop 25 import partner.[11] Vietnam would bear the heaviest tariff in terms
of its GDP, with Mexico and Canada not far behind. Each of these countries would likely suffer economic ripple
effects as many of their domestic industries heavily rely upon the U.S. market and would have trouble finding
replacement markets for the inevitable decline in demand.

Table 3: Top 10 Countries by GDP Impact of U.S. Tariffs

Country U.S. Import Tariff Value as Percent of GDP
Cambodia A%
Nicaragua 3%
Vietnam 3%
Mexico 3%
Guyana 2%
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Canada 2%

Honduras 2%
Ireland 1%
Bahamas 1%
Costa Rica 1%

When examining a broader context of 187 countries and territories, rather than just the top U.S. import partners,
numerous devel oping countries would face a proportionally high U.S. trade barrier. Cambodia and Nicaragua
would contend with a higher U.S. tariff as a percent of GDP compared to all U.S. trade partners. The overall
median tariff value for all 187 countries and territories would be 0.1 percent of GDP.[12] This means that
Cambodia, for example, would have a U.S. import tariff 31 times greater than the median impact on GDP.

Retaliatory M easures Against the United States

U.S. tariff increases would almost certainly push trade partners to respond with trade restrictions of their own,
whether those be additional tariffs on U.S. exports, quotas, or other industrial policies. It is difficult to predict
exactly how countries would respond, especially those that are alied with the United States. Precedent indicates
that many developed nations would respond to U.S. tariff hikes with similar if not identical tariffs.[13]
Developing nations have less of an ability to react dramatically given limited governmental and economic
capacity. If anew Trump Administration were to signal a serious intent to implement a 10 percent tariff, trade
partners would likely first attempt to negotiate exemptions before escal ation.

Table 4: Foreign Tariff Values and Their Domestic Costs (10 percent retaliatory rate)

Country Potential Retaliatory Tariff Value Retaliation Cost Per Household Annual Average Income Change
($ billions)

Mexico $32 $946 -6%
China $15 $28 -0.5%
Canada $35 $2,260 -3%
Germany $8 $189 -0.3%
Japan $8 $137 -0.3%
South Korea $6 $274 -0.8%
Vietnam $1 $38 -1%
Taiwan $ $430 -2%
India $4 $13 -0.3%
Ireland $1.7 $942 -2%
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Countries most impacted by U.S. tariffs would be likely to negotiate or retaliate. Assuming all countries were to
respond with a 10 percent tariff on goods imported from the United States, retaliatory tariff values could reach
$200 hillion. Thiswould result in major additional coststo households in each country, as shown in Table 4./ 14]

Table 5: Top 10 U.S. Import Partners by Retaliatory Tariff Impact to GDP

Country Total U.S. and Retaliatory Tariff Value as Percent of GDP
Mexico 4%
Canada 4%
Vietnam 3%
Taiwan 2%
Ireland 2%
South Korea 1%
Germany 0.5%
Japan 0.5%
India 0.3%
China 0.3%

If diplomacy failsto avert atrade war, retaliatory tariffs between the United States and its key import partners
would result in rather significant economic impacts given the total tariff values as a percent of GDP. While any
projection of the job, productivity, and standard of living losses that would arise from these distortionary trade
policies would be inherently speculative, these effects would certainly cause pain in global markets.

While it may be appealing to respond to new U.S. trade barriers with further restrictions, these countries would
have to consider the impact of increased tariffs on exchange rates. Increased tariffs tend to inflate that country’s
exchange rate, which ultimately lowers exports as consumers search for cheaper alternatives. Should the United
States impose a 10 percent tariff, the U.S. dollar would appreciate in value compared to other currencies,
thereby making the goods of U.S. trade partners “ cheaper” while U.S. exportsfall. This exchange rate
mechanism would eventually offset tariff values as American consumers would start to buy more foreign
products. If these countries were to impose their own tariffs, their domestic consumers would initially buy fewer
foreign goods, but as their currency appreciated, so too would their appetite for increasingly “cheaper”
aternatives. In the end, additional tariffs are likely to damage relations, markets, and global trade value, all
without producing their intended effect.

The 60 Percent China Tariff
Presidential candidate Trump has also proposed a targeted 60 percent tariff on imports from Chinathat would

drive new U.S. tariffs from an estimated $300 billion to $522 billion, having considerable ramifications for both
U.S. and Chinese households. As Table 6 indicates, the cost of atrade war would be significant for consumers,
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amounting to roughly 3 percent of median income for households in both countries. The true costs would likely
be even higher than the figures below given the ability for domestic firms to raise prices with the new tariff wall.

Table 6: 60 Percent Tariff on Chinese Imports

U.S. Tariff Value Cost Per U.S. Household Retaliatory 60 Percent Tariff Cost Per Chinese Household

$256 billion $1,950 $89 hillion $170

A situation where China and the United States place a 60 percent tariff on bilateral trade would likely drive the
global economy into a depression. The size of both economies would make replacing lost trade between the two
extremely difficult as well as upend current supply chainsthat would likely require yearsto repair. This scenario
is highly unlikely to occur given the still-interdependent economies of China and the United States but putsinto
perspective how these sorts of restrictive trade policies add up over time.

Conclusion

Presidential candidate Trump’s proposed 10 percent tariff would result in hundreds of billions of dollarsin
additional costs to U.S. consumers and would have severe consequences for U.S. trade partners. Given a 10
percent tariff, U.S. households would have nearly $2,350 in additional annual costs, while adding a 60 percent
tariff on Chinawould drive costs up to $3,900. The top 10 U.S. import partners would face most of the fallout
from U.S. tariffs, particularly Mexico, China, and Canada. In terms of the proportion of trade impacted by U.S.
tariffs, Ireland and Vietnam would replace Chinaon the list of countries most impacted. Cambodia, Nicaragua,
and Vietnam have the highest U.S. tariff values as a percentage of GDP, with many top U.S. trade partners
suffering sizeable tariff in terms of their respective GDPs. It is highly probable that countries hit with tariffs
would retaliate with similar trade barriers that harm U.S. exports and have a chilling effect on the entire global
economy.
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