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The Levy Lowdown: Liberated again?

By Ethan Currie

“We’re gonna win so much, you may even get tired of winning. And
you'll say, ‘Please, please. It's too much winning. We can'’t take it
anymore.” — Donald Trump, May 26", 2016

Well, we're tired alright. But there should be plenty more ‘winning’ left
to do, considering we are only 12% through Trump 2.0. From tariffs to
tax bills, Truth Social to Tesla, TikTok to trade treaties, it's been an
eventful first half to 2025 as the White House has pushed an agenda
that has spiked economic uncertainty and put geopolitics back in vogue.
In this Market View, we present 13 charts which aim to contextualize
and quantify the impacts of this year's U.S. trade policy renovations.

With turbulence picking up once again (as more leve tariff assignment
letters are sent), we provide an assessment of how policy has evolved
and how trade regimes are shifting as a result. While moving targets,
tariff exposures should be considered in the context of uninterrupted
trade compositions. To assess the true potential impact of these levies,
data on customs revenues, changes in trade behaviour, and headline
tariff rate figures must all be considered simultaneously. Tariffs — longed
for by the president, lamented by most, and liberating (for whom
exactly?). Read on to see how we’re tracking it all.

“Thank you for your attention to this matter!”— NBC Econ & Strategy

Chart 1: Volatility and uncertainty have been two-stepping to the tariff tempo in Trump 2.0
U.S. average effective tariff rate (AETR), Bloomberg Global Trade Policy Uncertainty Index, CBOE Volatility Index (VIX), year-to-date
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Source: NBC, Bloomberg, U.S. Census Bureau | Note: AETR calculated using 2024 trade weights; Red = escalation, green = de-escalation; BBG Uncertainty scaled by 3 for visualization purposes

Markets have whipsawed on tariff threats, implementations, and deferrals this year. Early April's ‘Liberation Day’ announcements were quickly paused after financial conditions derailed, allowing
time for U.S. trading partners to negotiate deals with the White House. Those deals were few and far between, however, and tariff rates are back on the rise as the July 9t deadline just passed.
After a series of front-loaded trading ahead of Trump’s ‘reciprocal’ levy assignments, trade with the U.S. is starting to shift. The drop in imports from top trading partners is not seasonal, but structural,
as businesses contemplate how to best adapt. That adaptation may come in the form of further-rearranged trade — Canada and China thought leaders in this regard, so far.
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“BE COOL! Everything is going to work out well. The USA will be bigger and better than ever before!” — Donald Trump, April 9", 2025, 9:33am ET

Chart 2: Trade is beginning to retreat from the U.S....
Y/Y chg in U.S. nominal imports vs. total U.S. goods balance
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Source: NBC, Bloomberg, U.S. Census Bureau

Chart 3: ... as tariff revenues begin to pile up
Daily U.S. customs revenue
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Source: NBC, Bloomberg, USITC

Tariffs have been imposed without much discrimination, as some of the U.S.’s largest trade partners have been assigned import tax rates. Indeed, levies on China, Canada, and Mexico can explain
roughly half of the shock to the U.S. AETR this year. It's understandable then, why these countries are making up less of the U.S. import basket, as tariff revenues accumulate.

Chart 4: Customs duties are climbing to reflect policy...
Duties collected as a share of customs value (monthly tariff rates)
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Source: NBC, Bloomberg, USITC

Chart 5: ... as tariffs the highest in a near century

U.S. AETR and implied tariff rates via policy announcements and customs revenue
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Tariff revenues — while increasing rapidly and implying historically elevated tariff levels — are yet to reflect the full impact of White House policies. The lagged nature of collection and temporary shift
in trade behaviour could minimize the ‘headline’ figures for now. If trade flows normalize, implied tariff rates will continue to rise (consistent also with fresh threats to Canada and a universal ‘baseline’.

Chart 6: Tariff revenue rates are ticking up quick...

U.S. duties collected as a share of customs value, by country — 2024 vs 2025 (May)
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Chart 7: ... in what is usually low-vol. data for the USMCA
U.S. duties collected as a share of customs value from Canada & Mexico
509 o

%

4.5 1
4.0 1
3.5 A
3.0 1
2.5 1
2.0 A I
1.5
1.0 1
0.5 1 | !'§
0.0 +

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024
Source: NBC, Bloomberg, USITC

Mexico

Canada

Canada has enjoyed some apparent niceties in the trade war so far. Tariff rates on U.S.-bound exports, based on customs revenue, suggest a relatively favorable position—thanks in part to USMCA.
Still, there’s room for effective rates to rise as the effects of front-loading wear off. And while the overall level is low, the recent spike in typically stable data shouldn’t be overlooked.
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“THIS IS A GREAT TIME TO BUY!!! DJT” — Donald Trump, April 9%, 2025, 9:37am ET

Chart 9: ... export declines are led by non-compliant sectors
Y/Y chg in U.S. nominal imports from CA by sector USMCA compliance rate (May)

Chart 8: USMCA compliance shares are ticking up...
U.S. imports from Canada under USMCA as a share of total imports from Canada
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With rising threats, USMCA compliance is becoming vital for managing Canada'’s tariff exposure. Compliance has improved, reflected in lower duties collected. However, a shift away from trade in
less compliant sectors may be temporarily easing pressure. If trade patterns revert, some tariffs (sector specific, or those on non-compliant goods) might be harder to avoid.

Chart 10: We await tariff impacts on economic data...
Simulated tariff impact on GDP, PCE based on AETR

Chart 11: ... in Canada, tariff-led inflation less of a worry
AETR applied to imports in Canada, U.S. — 2022 vs current implied
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The magnitude of tariff impacts is difficult to predict, however the directional impact is agreed upon by most. In the U.S., a higher AETR will be consistent with a larger hit to growth, and increased
cost pressures. It's understandable, then, why the FOMC is keen to be patient as they await consumer price impacts. In Canada, relatively muted retaliation should mean less tariff-led inflation.

Chart 12: Effective tariff exposure varies across Canada...
Exports to the U.S. as a % of GDP vs estimated effective tariff rate

Chart 13: ... lower duties not meaning lower pain so far
Manufacturing, services PMI measures by country (June)
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The trade war is far from over, and Canada, despite some preferential treatment, is far from spared. Provincial pain points vary across the nation, and export-exposed sectors like manufacturing are
buckling under new policies and associated uncertainty. An already weak industrial base in Canada is more exposed than ever, though an opportunity exists to Make Canada Investable Again, by
reducing regulatory burdens, leveraging comparative advantages in energy, and rearming factories, all with a view to spur productivity and regain a meaningful role in global supply chains.
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