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END OF USAID AND TRADE WAR: A DOUBLE SHOCK FOR DEVELOPING COUNTRIES

Since January 2025, the United States has announced major reversals in its foreign and trade policies. For developing countries that

depend on international aid, the suspension of USAID' and the increase in tariffs on US imports create a double shock that will
durably weaken their economic prospects.

DEVELOPING COUNTRIES: EXPORTS TO THE US AND USAID INFLOWS
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The developing countries of Central America are particularly vulnerable, more so than the average Latin American country? Their exports to the
United States account for a large proportion of their GDP (see chart), particularly steel, aluminium and car parts (tariffs of 25%). These countries
could, however, offer to tighten their migration policies and fight drug trafficking more effectively in order to obtain more advantageous customs tariffs.

Sub-Saharan Africa is doubly exposed. The region is the largest recipient of USAID flows, both in current dollars and as a proportion of GDP: in 2024,
they amounted to 0.7% of GDP on average. The interruption of USAID will considerably worsen the region’s health, security and economic prospects.
Sub-Saharan Africa is also vulnerable to the slowdown in world trade. At first glance, the direct impact of a uniform 10% US tariff may seem limited.
Only 5% of the region’s exports are destined for the United States, and most of these are raw materials exempt from customs duties. However, with
the end of the AGOA®, 32 African countries have lost preferential access to the US market for many goods. Among these countries, Lesotho is by far the
most vulnerable, given the high proportion of its exports, particularly textiles, to the United States. To a lesser extent, Kenya and Madagascar are in a

similar situation. In addition, countries exporting raw materials (with the exception of gold) are likely to face a slowdown in global demand and falling
prices. Angola, Nigeria and the CEMAC region are particularly vulnerable.

Sub-Saharan Africa has very limited room for manoeuvre. The region does not have the capacity to increase its imports from the United States with a
view to reducing a trade surplus that is very meagre in any case (USD 11.3 billion in 2024, or 0.04% of US GDP). There is little or no budgetary leeway

to increase spending to replace USAID. Finally, ability of central banks to ease monetary policy is also limited: inflationary pressures remain high
(regional inflation accelerated to 18.3% in 2024) and public debts are exposed to exchange rate risk.

1 United States Agency for International Development
2 See Chart of the Week Latin America: how vulnerable is it beyond tariffs?
3 African Growth and Opportunity Act
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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
(AMF), and having its registered office at 16, boulevard des Italiens, 75009 Paris, France.

Some or all of the information contained in this document may already have been published on
https:/globalmarkets.bnpparibas.com.

For country-specific disclaimers (United States, Canada, United Kingdom, Germany, Belgium,
Ireland, Italy, Netherlands, Portugal, Spain, Switzerland, Brazil, Turkey, Israel, Bahrain, South
Africa, Australia, China, Hong Kong, India, Indonesia, Japan, Malaysia, Singapore, South Korea,
Taiwan, Thailand, Vietnam) please type the following URL to access the applicable legal notices:
https:/globalmarkets.bnpparibas.com/gm/home/Markets_360_Country_Specific_Natices.pd.

© BNP Paribas (2025). ALl rights reserved.

Subscribe to our publications:

ECONOMIC RESEARCH

gl BNP PARIBAS

La banque
d’'un monde
qui change



