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INCREASE IN US TARIFFS: EUROPE FARES BEST

Guillaume Derrien

ESTIMATED SURCHARGES LINKED TO US TARIFF POLICY VS. PRE-EXISTING TARIFFS
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* The average effective external tariff is defined here as the amount of customs duties paid by each country on all of its exports, not just those to the United States,
relative to its total exports. Unlike the approach focused on US imports, which offers only a limited view of the tariff shock, this measure extends it to all of each
country’s trading partners. The green bars show the average external tariffs before 2025 (WITS data for 2023) and the grey bars show the estimated increase in the
average external tariff linked to the introduction of the new US tariffs (as of 15 August). These changes are based on constant export structures, using 2024 as the
benchmark. Countries are ranked in ascending order of average external tariffs.

What is the impact of the new US tariffs on the customs duties imposed on each country’s exports as a whole? Estimates of the "average effective external
tariff” show that the shock remains relatively limited for the European Union and the United Kingdom. The framework agreement signed on 27 July between
the EU and the US imposes a uniform tariff of 15%, incorporating pre-existing tariffs, and includes a most-favoured-nation (MFN) clause for certain strategic
sectors (aeronautics, certain pharmaceutical and chemical products). The United Kingdom has agreed on a basic tariff of 10% with some exemptions,
particularly for automobiles (quotas) and aerospace (0%). This will lead to an increase in the average export tariff of up to 1.5 percentage points for the EU
member states most affected - Italy and Germany - while it will be limited to less than one percentage point for the majority of the 27 member states. For
the United Kingdom, this increase amounts to 1.1 pp. Thus, US tariffs are more of an additional barrier to exports than a major competitive disadvantage
(since all competitors are also subject to tariffs, which are often higher).

Asian economies are experiencing larger increases in average effective external tariffs. For some countries, starting from a relatively low level of external
tariffs (the Philippines and Taiwan), this brings them closer to European levels, while others are now above them (Japan, Thailand and China). India,
targeted by the United States in retaliation for its purchases of Russian oil, has been hit the hardest (US customs duties have risen from 6% to 50%).

Canada and Mexico, which are highly dependent on the US market, are also experiencing a sharp increase (4.2 and 4.5 percentage points respectively).
However, this increase is limited by the significant share of exports that are USMCA-compliant and are therefore exempt from customs duties.

The relatively limited increases in average external tariffs for Europe therefore put into perspective the scale of the shock linked to the rise in US customs
duties. While the latter had an immediate impact on the evolution of trade flows, leading to rapid and significant rerouting effects (see a recent Chart of the
Week?), it has not, so far, derailed global trade, which remains on an upward trajectory in line with 2024. This topic will be explored in greater depth in our
next EcoPerspectives focus, to be published very soon.

1 See J.L. Proutat, The first effects of the Trump tariffs are measurable, and they are massive, BNP Paribas, 16 July 2025.
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The information and opinions contained in this document have been obtained from, or are based
on, public sources believed to be reliable, but there is no guarantee of the accuracy, comple-
teness or fitness for any particular purpose of such information and such information may not
have been independently verified by BNPP or by any person. None of BNPP any of its subsidiary
undertakings or affiliates or its members, directors, officers, agents or employees accepts any
responsibility or Liability whatsoever or makes any representation or warranty, express or im-
plied, as to the accuracy and completeness of the information or any opinions based thereon
and contained in this document and it should not be relied upon as such. This document does
not constitute research, as defined under MIFID Il, or form any part of any offer to sell or issue
and is not a solicitation of any offer to purchase any financial instrument, nor shall it or any
part of it nor the fact of its distribution form the basis of, or be relied on, in connection with
any contract or investment decision. Information and opinions contained in this document are
published for the information of recipients, but are not to be relied upon as authoritative or
taken in substitution for the exercise of judgment by any recipient, are subject to change without
notice. In providing this document, BNPP does not offer investment, financial, legal, tax or any
other type of advice to, nor has any fiduciary duties towards, recipients. Any reference to past
performance is not indicative of future performance, which may be better or worse than prior
results. Any hypothetical, past performance simulations are the result of estimates made by
BNPP, as of a given moment, on the basis of parameters, market conditions, and historical data
selected by BNPP, and should not be used as guidance, in any way, of future performance. To
the fullest extent permitted by law, no BNPP group company accepts any liability whatsoever
(including in negligence) for any direct or consequential loss arising from any use of or reliance
on material contained in this document even when advised of the possibility of such losses. All
estimates and opinions included in this document are made as of the date of this document. Un-
less otherwise indicated in this document there is no intention to update this document. BNPP
may make a market in, or may, as principal or agent, buy or sell securities of any issuer or person
mentioned in this document or derivatives thereon. Prices, yields and other similar information
included in this document are included for information purposes however numerous factors will
affect market pricing at any particular time, such information may be subject to rapid change
and there is no certainty that transactions could be executed at any specified price. BNPP may
have a financial interest in any issuer or person mentioned in this document, including a long
or short position in their securities and/or options, futures or other derivative instruments based
thereon, or vice versa. BNPP, including its officers and employees may serve or have served as
an officer, director or in an advisory capacity for any person mentioned in this document. BNPP
may, from time to time, solicit, perform or have performed investment banking, underwriting
or other services (including acting as adviser, manager, underwriter or lender) within the last
12 months for any person referred to in this document. BNPP may be a party to an agreement
with any person relating to the production of this document. BNPP may to the extent permitted
by law, have acted upon or used the information contained herein or in the document, or the
analysis on which it was based, before the document was published. BNPP may receive or
intend to seek compensation for investment banking services in the next three months from or
in relation to any person mentioned in this document. Any person mentioned in this document
may have been provided with relevant sections of this document prior to its publication in order
to verify its factual accuracy.
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BNP Paribas is a société anonyme incorporated in France, licensed and supervised as a credit
institution by the European Central Bank (ECB) and as an investment services provider by the
Autorité de controle prudentiel et de résolution (ACPR) and Autorité des marches financiers
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