
 

 
Economics and Strategy website 1 

U.S. Announces New Reciprocal Tariffs:  

Canada and Mexico Largely Spared 
By Stefane Marion / Matthieu Arseneau

The U.S. administration today announced the implementation of so-called reciprocal tariffs, which will vary by country—ranging from a 
minimum of 10% to a maximum of 49%. These tariffs do not apply to steel, aluminum, or vehicles and parts, which are already subject 
to a separate 25% tariff. 

Canada and Mexico: Exceptions and Continuing Measures 

For Mexico and Canada, existing IEEPA (International Emergency Economic Powers Act) orders related to fentanyl and migration 
remain in effect. Under these orders: 

▪ USMCA-compliant goods remain tariff-free (0%). 

▪ Non-USMCA-compliant goods face a 25% tariff. 

▪ Non-USMCA-compliant energy and potash are subject to a 10% tariff. 

If the IEEPA orders are lifted, USMCA-compliant goods would continue to receive preferential treatment, while non-compliant goods 
would face a uniform 12% reciprocal tariff. 

Key Takeaways 

While today's announcement is undoubtedly bad news for the global economy, Canada and Mexico, as USMCA partners, were 
largely spared from the new tariff list. Furthermore, tariffs imposed for border security-related issues may eventually be replaced by 
the 12% reciprocal tariff on non-compliant goods. 

Notably: 

▪ 40% of Canadian exports are already USMCA-compliant, and this figure could potentially double following the completion of 
compliance recognition processes. 

▪ As a result, Canada’s exposure to new tariffs remains relatively limited, primarily affecting steel, aluminum, and the automotive sector. 

▪ For motor vehicles that meet USMCA criteria, a 25% tariff will apply to the value of non-U.S.-produced components, beginning April 3. 

▪ For automotive parts, tariffs begin May 3. However, USMCA-compliant parts will be exempt until a yet-to-be-announced later date. 
Given the complexity of North American supply chains, it is uncertain whether this exemption may eventually be revoked. 

▪ Importantly, USMCA-compliant energy exports—Canada's largest export category to the U.S.—remain tariff-free. 

While it is impossible to calculate an exact figure—given the unknown share of USMCA-compliant versus non-compliant goods by 
product category, as well as the proportion of U.S.-made components in Canadian-assembled vehicles—we estimate that, under 
the current measures, the effective trade-weighted tariff rate on Canadian exports remains below 5%. 

However, this short-term relief may be fleeting. The breadth and severity of tariffs imposed on other countries significantly heighten 
the risk of stagflation in the United States and raise the likelihood of a global economic slowdown or recession. 

Unless the U.S. administration reverses course, the Canadian economy remains on track for a noticeable deceleration throughout 
the remainder of 2025. 

 

April 3, 2025 

Special Report 
Economics and Strategy 

https://www.nbc.ca/about-us/news-media/financial-news/financial-analysis.html


Disclosures 
 

 
Economics and Strategy website 2 

Subscribe to our publications: NBC.EconomicsStrategy@nbc.ca – To contact us: 514-879-2529 

General 

This Report was prepared by National Bank Financial, Inc. (NBF), (a Canadian investment dealer, member of CIRO), an indirect wholly owned subsidiary of National Bank of Canada. National Bank of 
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The particulars contained herein were obtained from sources which we believe to be reliable but are not guaranteed by us and may be incomplete and may be subject to change without notice. The 
information is current as of the date of this document. Neither the author nor NBF assumes any obligation to update the information or advise on further developments relating to the topics or securities 
discussed. The opinions expressed are based upon the author(s) analysis and interpretation of these particulars and are not to be construed as a solicitation or offer to buy or sell the securities mentioned 
herein, and nothing in this Report constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual circumstances. In all 
cases, investors should conduct their own investigation and analysis of such information before taking or omitting to take any action in relation to securities or markets that are analyzed in this Report. 
The Report alone is not intended to form the basis for an investment decision, or to replace any due diligence or analytical work required by you in making an investment decision. 

This Report is for distribution only under such circumstances as may be permitted by applicable law. This Report is not directed at you if NBF or any affiliate distributing this Report is prohibited or 
restricted by any legislation or regulation in any jurisdiction from making it available to you. You should satisfy yourself before reading it that NBF is permitted to provide this Report to you under relevant 
legislation and regulations.  

National Bank of Canada Financial Markets is a trade name used by National Bank Financial and National Bank of Canada Financial Inc.  
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otherwise. NBF and its affiliates may make a market in securities mentioned in this Report. This Report may not be independent of the proprietary interests of NBF and its affiliates. 

This Report is not considered a research product under Canadian law and regulation, and consequently is not governed by Canadian rules applicable to the publication and distribution of research 
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This Report is a marketing document. This Report has not been prepared in accordance with EU legal requirements designed to promote the independence of investment research and it is not subject 
to any prohibition on dealing ahead of the dissemination of investment research. In respect of the distribution of this Report to UK residents, NBF has approved the contents (including, where necessary, 
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NBF is not authorised by the Prudential Regulation Authority and the Financial Conduct Authority to accept deposits in the United Kingdom. 

EU Residents 

With respect to the distribution of this report in the member states of the European Union (“EU”) and the European Economic Area (“EEA”) by NBC Paris, the contents of this report are for information 
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