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US tariffs in emerging countries: is the picture clearer now?

US TARIFFS AS OF AUGUST 27TH TARIFF SHOCK AND EXPOSURE TO US MARKET
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On August 1, the United States published an updated list of its “reciprocal” tariffs. While this new version provides some clarity,
it does not offer a long-lasting explanation of the Trump administration’s protectionist policy. In the short term, it changes the
game for certain countries, particularly India and China.

The apparent logic of the new tariff schedule

For countries having a trade deficit with the United States, the 10% floor rate introduced on April 2 remains in place. Therefore, there is no
change for most countries in Latin America, Africa, and the Middle East, or for Singapore. Brazil is a major exception with a 50% tariff - a
punitive tax motivated by political reasons.

For countries having a trade surplus with the United States, reciprocal tariffs now range from 15% to 50%. A 15% tax is applied to countries
that either have reached a compromise with the United States (such as the European Union and South Korea) or have a limited bilateral
trade surplus and/or have at least begun discussions with Washington. These include various countries such as Turkey, Ecuador, Nigeria, and
African textile-exporting countries such as Madagascar.

Asian countries posting large trade surpluses with the US were among those most affected by the announcements on “Liberation Day”
on April 2. Most have begun negotiations, and agreements with Vietnam, Indonesia, and the Philippines have been announced. The new
reciprocal tariffs remain high, set at 19% or 20% for Taiwan (vs. 32% announced in April) and ASEAN countries (vs. 46% initially planned for
Vietnam and 36% for Thailand) - with the exception of Myanmar and Laos (40%).

A few special cases. For India, the new tariff is 25%, but a 25% penalty has been added since August 27, pending a possible agreement with
Washington. This surcharge is officially intended to punish India for its purchases of Russian oil. South Africa has also failed to reach an
agreement, and its 30% tariff is maintained. Finally, for China (current tariff of 30%) and Mexico (25%, applied to goods traded outside the
USCMA), the truce will last another 90 days, allowing negotiations to continue.
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All uncertainties regarding the evolution of tariffs are far from being resolved. First, discussions between Washington and Beijing, as well as
negotiations to finalize all bilateral trade agreements, are ongoing. Reversals by the Trump administration are also possible for political or
legal reasons (for instance if the US Supreme Court invalidates the tariffs justified by the IEEPA). Secondly, the implementation of tariffs on
goods originating in China but transiting through third countries (a 40% surcharge is planned) remains highly uncertain and complex (how can
“transshipped” goods be identified?). Finally, Washington continues to modify sectoral taxes!. The average effective tariff rates applied to each
country are therefore likely to continue to evolve.

The hierarchy of the main winners and losers has changed

The Mexican and Asian economies presently remain the most vulnerable to the tariff shock? due to their heavy dependence on exports, their
exposure to the US market, and the relatively large increase in their effective tariff rates.

However, the picture of the big winners and losers of US protectionist policy has changed (temporarily?). Brazil, first of all, has suffered a
much harder tariff shock than expected; however, it should benefit from numerous sectoral exemptions and continue to increase its exports to
China to offset losses in the US. Meanwhile, India will be the new big loser if the 50% tariff is maintained (the pharmaceutical and electronics
sectors are currently exempt). Its exports to the US account for only 2% of GDP, but the impact on its economic growth prospects will be
exacerbated by the repercussions of the new tariffs on foreign direct investment flows - whereas India was considered well positioned to
benefit from the reorganization of production chains.

Finally, China could emerge as the winner from the latest tariff decisions. The relative price competitiveness of its exports should improve
with the new increase imposed on neighbouring countries (the average effective tariff rate for ASEAN-5 rose from 2.5% at the end of 2024 to
11% in June and 17% at the end of August). In addition, the additional tariff on Chinese goods transiting through third countries could call into
question strategies aimed at diversifying value chains in the region.

Christine Peltier
christine.peltier@bnpparibas.com

1 For example, the 50% tax on steel and aluminum has just been extended to derivative products, the Llist of which will be reviewed three times a year; the 50% tax on copper was
introduced on August 1 but does not ultimately apply to refined metal; the pharmaceutical sector and semiconductors, which have been spared until now, are threatened with
tariffs of at least 25%, with exemptions; sectoral tariffs are expected to be capped at 15% for the EU but could be structured differently in other agreements.

2 See EcoPerspectives-Emerging Economies, June 2025: Tariff shock: what effects on global trade and what consequences for emerging countries?
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https://economic-research.bnpparibas.com/html/en-US/Editorial-Tariff-shock-effects-global-trade-consequences-emerging-countries-6/26/2025,51680
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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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You will find the answer in our economy broadcast.
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