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Executive Summary

The policies of the Trump administration continue to drive the outlook for the U.S.
economy in 2025. The threat of increased tariffs could lead to a pickup in inflation and

reduced investment, while an extension of the 2017 tax cuts and deregulation could
offer a — partial — offset.

This week we take a closer look at tariffs, the countries most likely impacted, and the
potential impact on various sectors of the economy.



Average Tariff Rate to Potentially Reach Highest Level Since 1940s
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The Tariff of 1828, or the Tariff of ——Average Tariff Rate on All Imports %
Abominations, sought to protect
northern and western agricultural
products from foreign competition.
The Smoot-Hawley Act of 1930
increased tariffs on foreign imports 25.2% Rate: 60%
to the U.S. by about ZO%IH order to tariff on China. 20%
protect farmers and businesses on rest of the world
from foreign competitors. r
10.7% Rate: 25%
tariff on Canada &
Mexico, 10% on China
Early in U.S. history, tariffs provided a major
source of federal revenue. However, with the
introduction of the federal income tax in 1913,
the reliance on tariffs for funding declined.
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Source: Tax Foundation/Financial Times/Bloomberg



Top U.S. Trading Partners
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Mexico, Canada, and China are
the three largest trading
partners with the U.S. and
make up about 41% of total
U.S. imports.

In 2024, the U.S. imported the
most goods from Mexico,
amounting to $505.9 billion,
followed by $439.0 billion from
China and $412.7 billion from
Canada.

Canada was the largest
purchaser of U.S. exportsin
2024, buying a total of $349.4
billion, followed by Mexico and
China at $334.0 billion and
$143.5 billion, respectively.



Spotlight: U.S. Trade with Mexico

Auto Industry: The top imports from Mexico to the U.S. are vehicles and
accessories with trade totaling $137 billion in 2024. Top buyers of these

ROCLI BTN EEEE 8 () kst UnS B imports include companies such as General Motors, Ford, Nissan,

purchased 2.5 billion Ibs. of avocados

- Volkswagen, and Toyota.
and S5 billion worth of Modelo beer

from Mexico.
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Machinery: U.S. machinery exports to Mexico
include John Deere and Kubota tractors with
sales totaling $7.7 billion in 2024.

Source: UN Commtrade Database (2024)




Spotlight: U.S. Trade with Canada

Lumber: Canada supplied 30% of U.S.
lumber and wood products, totaling
$11.6 billion in 2024.
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Petroleum & Crude Oil: Canada is the
top U.S. supplier of petroleum and crude
oil, supplying 99% of imported U.S.
natural gas in 2024.
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Vehicles: Canada purchased $63.8 billion of U.S. vehicles and
accessories in 2024, amounting to 16% of U.S. exports to Canada.
General Motors, for example, sold 294,000 vehicles to Canada last
year, representing the company’s third-largest market.




Spotlight: U.S. Trade with China

Consumer Electronics and Computers: The majority of Chinese
Toys and Games: The U.S. relies on China imports to the U.S. in 2024, roughly 27%, were consumer electronics
for many household goods, such as toys with 8% being servers and other computing equipment. In 2024, 85%
and games; 7% of all Chinese imports were of iPhones were manufactured in China.
toys and games in 2024.
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Source: UN Commtrade Database (2024
(2024) Agricultural Products: 11% of U.S. exports to China in

2024 were agricultural products, including $12.7 billion
worth of soybeans and $1.6 billion worth of beef.




Impact of Steel & Aluminum Tariffs
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Source: Bloomberg/USITC
*New tariff rate is the 25% proposed tariff plus any existing tax on steel/aluminum imports

In 2024, the U.S. imported $11.2 billion of steel from

Canada, followed by $6.5 billion from Mexico, and $5.2

billion from Brazil.

A typical new car has 1,000 Ibs. of steel, and according to
the Center for Economic and Policy Research, a 25% tariff

could raise the average car price by $1,500.

Source: U.S. Census Bureau

m U.S. Imports of Steel Mill Products (net tons, Mil.)

The U.S. imported $9.5 billion worth of aluminum from
Canada with $1.1 billion imported from the UAE.
Aluminum is commonly used in car engine blocks,
frames, and body panels with an average of 350 Ibs.
used per vehicle.

35

m U.S. Imports of Aluminum Products (tons, Mil.)

Source: U.S. Department of Commerce




Potential Revenue Raised from Tariffs

Revenue Raised from Proposed Tariffs

2025 2025-2035
10% Tariff, China $20B $200B
25% Tariff, Mexico $60B $750B
25% Tariff, Canada $40B $500B
Total Revenue (dynamic*) $120B $1.3T

Source: Committee for a Responsible Federal Budget

*Dynamic revenues take into account retaliatory tariffs and substitution effects
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Potential Impact on Consumers

B Net Income Increase Due to TCJA Extension, %
m Potential Income Loss from Tariffs, %

m Net Change in Income with TCJA Extension and Tariffs Implemented, %
23%
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Estimates show 25% tariffs
on Canada and Mexico,
along with a 10% tariff on
China could cost the average
U.S. household (Middle
Quintile*) $1,200 per year in
2025, ora loss of 0.5% in
income.

*Middle Quintile has an average
income after taxes of $66,606.

Lowest Quintile Second Quintile Middle Quintile Fourth Quintle  Top Quintile

Source: Peterson Institute for International Economics
*Assumes 25% tariffs on Canada and Mexico and 10% tariff on China
**Assumes zero substitution or modification in behavior

Top 1 Percent



Potential Reduction in GDP

A 2025 report from S&P ! m Annual GDP, % 6.1
Global estimated fully 6 | m Stifel Forecast, % '
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tariff on China could 4 Tariff
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Congressional Budget 2
Office estimates a 0.3%
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Source: Bloomberg/S&P Global/Stifel
*Assumes zero subsitution but factors in decreased consumption due to reduced real
income
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do so to comply with applicable law or regulation, express or implied, no warranty whatsoever, including but not limited to, warranties as to quality, accuracy,
performance, timeliness, continued availability or completeness of any information contained herein is made. Any historical price(s) or value(s) are also only as
of the date indicated.
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or other implications that should be discussed with your advisors and or counsel. The materials should not be relied upon for the maintenance of your books
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aspects of any potential transaction or structure described herein that are necessary to support any U.S. federal income tax benefits, without Stifel imposing
any limitation of any kind.
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timeliness, pricing, reliability, performance or completeness of the data or formulae provided herein or for any other aspect of the performance of this
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user using the data provided herein or this material. Derivative services provided through our affiliate, Stifel Interest Rate Products, LLC. Stifel Interest Rate
Products, LLC is registered with the CFTC and a member of NFA.
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