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Executive Summary

Key Takeaways

Economic Contraction Risk: U.S. economy contracted 0.3% in Q1 2025, with recession probability estimates
between 55-90% if tariffs remain, threatening business planning and investment decisions across sectors.

« Inflation Pressure: Tariffs expected to increase inflation by 2.4% overall, with sector-specific spikes (apparel
+17%, food +2.6%), forcing businesses to decide between absorbing costs or passing them to consumers.

+ Supply Chain Disruption: Ocean container bookings from China to U.S. dropped 60% with carriers canceling
25% of sailings, requiring immediate supply chain reconfiguration and threatening product availability in
furniture, toys, and consumer goods.

» Market Fragmentation: Global trade architecture is fragmenting into competing economic blocs, with al-
ternative arrangements like BRICS expansion and RCEP creating parallel structures that bypass Western-
dominated institutions.

« Consumer Impact: Average U.S. household projected to lose $1,170 in income from tariffs, with consumer
confidence at pandemic-era lows, threatening the 70% of GDP that depends on consumer spending.

 Strategic Adaptation: Companies implementing defensive measures including postponed expansion, re-
gionalized production models, and accelerated automation to offset tariff costs will likely outperform those
maintaining traditional globalized models.

Key Findings and Market Overview

The global tariff landscape has undergone significant fransformation since President Donald Trump’s administration
implemented sweeping trade policies. These changes have created ripple effects across international markets,
reshaping supply chains and altering economic trajectories for major economies worldwide. This section examines the
critical insights emerging from recent tariff implementations and provides an assessment of their economic impact on
both domestic and international scales.

Critical Insights on Global Tariff Trends

The recent wave of tariffs represents the most sweeping trade policy shift since the Smoot-Hawley Tariff Act of 1930,
with the average effective U.S. tariff rate reaching approximately 24%, surpassing even Depression-era levels. President
Trump’s reciprocal tariff’strategy has established a baseline 10% levy on most global imports, with significantly higher
rates for specific countries—China facing 145%, Canada and Mexico 25%, and varying rates for other trading partners
based on their trade surpluses with the U.S. This approach has triggered retaliatory measures, most notably China’s 34%
countervailing duty on American goods, creating a cascading effect across global markets. The tariff implementation
has been strategically staggered, allowing negotiation windows for some countries while maintaining firm pressure on
others, particularly China, which has been targeted for both trade imbalances and concerns over fentanyl trafficking.
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Economic Impact Assessment

The economic consequences of the current tariff regime are multifaceted and potentially far-reaching. Initial data
shows the U.S. economy contracted by 0.3% in the first quarter of 2025, with imports shaving 5 percentage points off
growth and consumer spending slowing sharply. Forecasters at major financial institutions have raised recession
probabilities to between 55% and 90% if tariffs remain in place, with inflation expected to rise by 2.4% overall and specific
sectors seeing much steeper increases—apparel prices jumping 17% and food costs rising 2.6%. Global supply chains have
experienced significant disruption, with ocean container bookings from China to the U.S. dropping by 60% and carriers
reducing capacity by canceling 25% of sailings. The International Monetary Fund has downgraded its global growth
forecast to 2.8% for the year, which would be the slowest expansion since 2020 and the second-worst figure since 2009,
while warning that further escalation could trigger a worldwide recession reminiscent of the 2008 financial crisis.

The ripple effects of these tariffs extend beyond immediate economic indicators. Manufacturing activity in the U.S.
dipped back into contraction territory in March, with the Institute for Supply Management’s Purchasing Managers’Index
registering 49%, down 1.3 percentage points from February. New orders dropped as suppliers and customers faced
disagreements over which party would absorb tariff-driven price increases. The uncertainty surrounding tariff policies
has overshadowed other economic factors, creating a challenging environment for business planning and investment
decisions.

Consumer confidence has also deteriorated significantly, falling for five consecutive months to its lowest level since the
COVID-19 pandemic began. Nearly one-third of consumers now expect hiring to slow in the coming months,
approaching levels last seen during the Great Recession of 2009. This pessimism could further dampen consumer
spending, which accounts for approximately 70% of U.S. GDP, potentially creating a negative feedback loop that
exacerbates economic contraction.

The labor market, which had remained resilient despite other economic headwinds, is showing signs of weakening. A
report from payroll provider ADP revealed that companies added just 62,000 jobs in April, about half of what
economists expected and down from 147,000 in March. This suggests businesses are adopting a more cautious
approach to hiring amid uncertainty over trade policy direction and potential cost increases.

Global markets have reacted violently to the escalating trade tensions. The S&P 500 has fallen 6% since January 21, the
first trading session of Trump’s term. Oil prices plummeted 8% following China’s announcement of retaliatory tariffs,
heading toward their lowest close since the peak of the COVID-19 pandemic in 2021. The dollar has experienced its
worst performance during the first 100 days of a U.S. presidency since the Nixon era, losing about 9% of its value. These
market reactions reflect deep concerns about the sustainability of global economic growth under current trade policies.

The sectoral impact varies significantly across industries. Retailers like Macy’s, Walmart, and Ford have already raised
prices to offset increased operational costs. The automotive industry faces a particularly severe disruption, with some
analysts warning that the tariff package could effectively shut down the auto sector in both the U.S. and Canada due to
the integrated nature of North American supply chains. The Canada Automotive Parts Manufacturers’Association has
noted that 25% tariffs are four times the typical 6-7% profit margins of companies in the sector.

For developing economies, especially those heavily dependent on exports to the U.S., the consequences could be
devastating. Countries like Vietnam, Cambodia, and Bangladesh—which face tariffs of 46%, 49%, and 37%
respectively—rely heavily on manufacturing exports to the U.S. Bangladesh’s apparel sector, which employs around 4
million workers and exported $7.34 billion worth of goods to the U.S. last year, has already seen U.S. buyers halting
orders. Vietnam, which manufactures half of Nike's footwear and 39% of Adidas’s products, could lose as much as 40%
of its total goods exports according to OCBC estimates.

The housing market is also feeling the effects, with Fitch Ratings reporting that housing starts in the U.S. fell 2.9%
year-over-yedr in February. The credit rating agency expects that full-year starts and completed homes will either
remain flat or decline slightly, citing both cost pressures from tariffs and labor concerns related to immigration
restrictions. This could further exacerbate housing affordability issues in an already constrained market.

Economists at Yale University’s Budget Lab estimate that the average U.S. household will lose the equivalent of $1,170 in
income from the tariffs if they remain in place. Their research also indicates that economic growth would slow
significantly and inflation would worsen, especially if Canada, Mexico, and China continue to implement retaliatory
measures. The Peterson Institute for International Economics has emphasized that steep, across-the-board tariffs will
prove costly to U.S. consumers and producers, are unlikely to revive manufacturing, will have minimal effect on the
bilateral trade deficit, and will generate negligible revenues while raising prices.
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The global trade landscape is being fundamentally reshaped as countries seek to diversify their trading patterns and
engage more broadly with partners they consider more reliable. This shift could accelerate the formation of competing
economic blocs, with one centered around China and another around the U.S., potentially fragmenting the integrated
global economy that has developed over decades. Such a scenario would likely lead to reduced economic efficiency,
higher costs for consumers worldwide, and slower technological innovation due to limited knowledge sharing across
borders.

Strategic Implications for Stakeholders

The implementation of sweeping tariffs by the Trump administration represents a fundamental shift in global trade
dynamics with far-reaching consequences for various stakeholders. These protectionist measures, characterized by
baseline tariffs of 10% on most imports and higher targeted rates for specific countries like China (up to 145%), are
reshaping international commerce and creating both immediate disruptions and long-term structural changes.
Understanding these implications is crucial for businesses, investors, and policymakers as they navigate an increasingly
complex and uncertain global economic landscape marked by retaliatory measures, supply chain realignments, and
shifting competitive advantages.

Short-term Market Disruptions

The immediate impact of Trump’s tariff policies has manifested in significant market volatility and economic uncertainty.
Global stock markets have experienced substantial declines, with some estimates suggesting approximately $4.9 trillion
in market value was erased shortly after the tariff announcements. This massive wealth evaporation occurred within
days of the April 2nd "Liberation Day” tariffs, triggering alarm bells across financial centers worldwide and prompting
several central banks to reassess their monetary policy stances in anticipation of potential economic disruption.

Supply chains are already showing signs of severe strain, with ocean container bookings from China to the United States
dropping by 60% and carriers reducing capacity by canceling 25% of sailings. Port executives, including Gene Seroka of
the Port of Los Angeles, have warned that arrivals could drop by 35% within weeks as shipments from China for major
retailers and manufacturers have essentially ceased. This disruption extends beyond Chinese imports, with cargo from
Southeast Asia also reporting significantly softer volumes as the ripple effects of tariff policies spread throughout
regional trade networks.

Businesses across sectors are implementing defensive measures in response to the uncertain trade environment. Many
companies have postponed expansion plans, canceled orders from affected countries, and scrambled to secure
inventory ahead of implementation dates. This has created artificial demand spikes that will likely be followed by
potential shortages in categories where U.S. manufacturing cannot quickly fill the gap. Furniture, baby products, plastic
goods, and toys are particularly vulnerable to supply disruptions, with companies like Basic Fun already pausing
shipments of popular products such as Tonka trucks and Care Bears from China.

The retail sector faces particular challenges as businesses reconsider their growth strategies. According to Naveen
Jaggi, president of retail advisory services at JLL, retailers have put store expansion plans on hold for the coming year
as they monitor consumer reactions to potential price increases. This hesitation in commercial real estate investment
represents a significant slowdown in what had been a recovering sector post-pandemic, with potential downstream
effects for property developers, construction firms, and local employment markets.

Consumer sentiment has deteriorated markedly, with confidence falling to its lowest level since the COVID-19 pandemic.
The Conference Board reports that nearly one-third of consumers expect hiring to slow in the coming months,
approaching levels last seen during the Great Recession of 2009. This widespread economic anxiety could further
dampen spending and investment, creating a negative feedback loop that threatens the broader economy. With
consumer spending accounting for approximately 70% of U.S. GDP, sustained pessimism among shoppers poses a
significant risk to economic growth.

Manufacturing activity has already begun to contract, with the Institute for Supply Management’s Purchasing
Managers’Index registering 49% in March, down 1.3 percentage points from February and falling below the 50%
threshold that signals economic growth. Industry respondents cited tariff uncertainty as overshadowing all other
concerns, with disagreements between suppliers and customers over who would absorb tariff-driven price increases.
This hesitation in production planning and investment decisions could lead to further economic contraction if not
resolved quickly.
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The labor market, which has remained resilient throughout recent economic challenges, may soon feel the impact of
trade disruptions. Logistics experts predict significant layoffs in trucking firms and retail operations as early as late May,
as the slowdown in goods entering U.S. ports works its way through the supply chain. This potential employment
contraction would come at a particularly sensitive time, as many households are already struggling with elevated costs
for housing, food, and other essentials despite moderating headline inflation.

Long-term Structural Changes

Beyond immediate disruptions, Trump’s tariff policies are catalyzing profound structural shifts in the global economic
order. The traditional rules-based trading system is being challenged as countries increasingly pursue bilateral
arrangements and regional trade blocs, potentially fragmenting the global economy into competing spheres of
influence. Manufacturing and supply chain configurations are undergoing significant realignment, with companies
adopting more regionalized production models to mitigate tariff exposure. Financial systems may also face
restructuring as countries reduce dependence on the dollar-based international monetary system, with potential
development of alternative payment mechanisms and reserve currencies. The balance of economic power could shift as
emerging economies forge stronger trade relationships among themselves, reducing reliance on Western markets.
These changes will likely accelerate technological innovation and automation as businesses seek to offset higher labor
and import costs, fundamentally altering competitive dynamics across industries and potentially widening economic
disparities between nations that can adapt quickly and those that cannot.

The fragmentation of global trade architecture is already becoming evident as nations form strategic economic
alliances outside traditional frameworks. The BRICS coalition (Brazil, Russia, India, China, and South Africa) hasits
membership and economic cooperation mechanisms, creating parallel structures that bypass Western-dominated
institutions. Similarly, the Regional Comprehensive Economic Partnership (RCEP) in Asia represents the world’s largest
trading bloc, deliberately excluding U.S. participation. These emerging arrangements signal a multipolar economic
landscape where power is more diffused and negotiated through complex regional relationships rather than through
global consensus.

Supply chain reconfiguration has moved beyond theoretical planning to concrete implementation as multinational
corporations adapt to the new tariff environment. Aequs, a Karnataka-based manufacturing company specializing in
aerospace and consumer durables exports, has positioned itself to benefit from the trade disruptions by offering "supply
chain efficiencies” to global customers through its integrated manufacturing ecosystems. This exemplifies how some
enterprises are turning trade barriers intfo competitive advantages by creating more resilient and localized production
networks that can navigate tariff complexities.

The financial implications extend beyond trade flows to the very foundations of the international monetary system. Ray
Dalio, founder of Bridgewater Associates, has warned that the world is approaching "a collapse of not only the financial
framework but also internal political stability and the global diplomatic balance.” His assessment highlights how
countries are increasingly questioning the reliability of dollar-denominated trade settlements when U.S. policy can
abruptly impose significant costs on international transactions. This sentiment is driving exploration of alternative
payment systems and currency arrangements, particularly among nations targeted by U.S. tariffs.

The economic power redistribution is particularly evident in how smaller economies are repositioning themselves.
Vietnam, Bangladesh, and other Southeast Asian nations initially benefited from the first round of U.S.-China trade
tensions by capturing manufacturing that relocated from China. However, Trump’s broader tariff strategy now targets
these countries as well, with Vietnam facing a 46% tariff rate. This has prompted these nations to diversify their export
markets beyond the U.S., accelerating trade integration with China and other regional powers. Kenya'’s economy is
projected to surpass Ethiopia’s to become East Africa’s largest this year, illustrating how regional economic hierarchies
are being reshaped as trade patterns evolve.

Technological adaptation has become imperative as businesses face margin pressures from tariffs. The automotive
industry provides a telling example, with tariffs driving unprecedented investment in automation and digital
manufacturing capabilities. According to a report from Autovista24, global light-vehicle sales growth projections have
been revised downward to just 1.2% for 2025, down from 1.9% in March, largely due to tariff uncertainties. This economic
pressure is accelerating the industry’s technological transformation, with manufacturers investing in advanced
manufacturing technologies that reduce labor dependency and increase production flexibility.

The environmental consequences of these economic realignments present both challenges and opportunities. Ironically,
as noted by economist Yirui Deng and colleagues, tariffs may inadvertently accelerate innovation in less
carbon-intensive sectors as companies seek alternative growth strategies in response to trade barriers. Chinese
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manufacturers, facing restricted access to traditional export markets, have doubled down on renewable energy
technologies where they maintain competitive advantages, potentially accelerating global decarbonization despite the
trade tensions.

The long-term implications for global governance extend beyond economics to geopolitical realignment. As Jayant
Menon of the ISEAS-Yusof Ishak Institute observes, "In a matter of a few months, the U.S. has thrown away decades of
goodwill with its allies by taking on this kind of ludicrous stance.” This erosion of trust in U.S. leadership creates space for
alternative governance models and international arrangements, potentially accelerating the transition to a more
fragmented global order where multiple centers of power compete for influence through economic rather than military
means.

For businesses navigating this transformed landscape, strategic flexibility has become the paramount virtue.
Companies that can rapidly reconfigure their operations, diversify their market exposure, and leverage technological
innovation to offset tariff costs will likely emerge as winners. Those that remain wedded to traditional globalized models
may find themselves increasingly vulnerable to policy shifts and geopolitical tensions that show little sign of abating in
the foreseeable future.
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