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The U.S. administration announced broad reciprocal tariffs targeting imports from nearly all U.S. trading 
partners. The tariffs will be implemented under the International Emergency Economic Powers Act (IEEPA) 
of 1997, declaring the U.S.’s persistent trade deficit as a national emergency. 

Starting April 5, a 10% baseline tariff will be applied to all U.S. imports. Higher country specific reciprocal 
tariffs will take effect on April 9, targeting countries with which the U.S. has a large trade deficit. These 
include China (54% tariff, combining a 34% increase with the 20% tariff imposed earlier in the year), the 
European Union (20%), Vietnam (46%), among others.

Notably, Canada and Mexico are exempt from both reciprocal tariffs and the 10% baseline tariff as both 
nations will continue to pay tariffs under the IEEPA order related to border security. As per the executive 
order, this equates to 25% tariffs on all non-USMCA compliant exports. 

In 2024, only 38% of Canadian exports claimed the “USMCA rate provision” although it’s estimated that 
~90% of Canadian exports are eligible. Canada would also continue to be subject to steel and aluminum 
tariffs that have been in place since March 12 as well as auto tariffs, effective today.

Our estimates suggest this announcement increases the US’s average tariff rate to above 20%, a level not 
seen since the early 1900’s (See Exhibit 1).

What  Happened  and  What ’s  Nex t?

E x h i b i t  1 :  U . S .  A v e ra g e  Ta r i f f  R a t e
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The situation remains fluid, with trade policy developments expected to continue to evolve in the coming 
weeks and months. President Trump indicated that tariff rates could be reduced if other countries lower trade 
barriers on U.S. exports. That said, there is also still room for further escalation. The executive order states 
that retaliation by U.S. trading partners could result in even higher U.S. tariffs.

Assess ing  the  Econom ic  I m pact

While there is now greater clarity on the depth and 
breadth of the U.S. administration’s tariff policy, the 
big unknown – and arguably the most important 
factor – remains the duration for which these tariffs 
will remain in place. 

The broad tariffs introduce meaningful risks for the 
global economy, creating uncertainty around 
growth, business investment, and market stability. 
Tariffs increase costs, disrupt supply chains, and 
force businesses to adapt in ways that could 
reshape trade and production patterns.

U.S. consumer sentiment has already deteriorated 
on the back of elevated trade policy uncertainty 
(see Exhibit 2), and spending is tracking below 1.0% 
QoQ annualized for Q1 following the roughly 4.0% 
pace of growth in the second half of 2024.

Tariffs announced this week will only exacerbate 
headwinds for the U.S. consumer. Indeed, the 
immediate economic impact of these tariffs are 
expected to be significant as higher prices for 
consumers become a reality. A pickup in inflation 
could lead to negative real income growth in the 
coming quarters and further weigh on 
consumption.

Imports have also surged in recent months as firms 
attempt to front run the implementation of tariffs 
(see Exhibit 3). This is also expected to weigh on Q1 
GDP growth and could have long-lasting effects as 
businesses may not need to restock inventories for 
several months. 

Other countries may also begin to retaliate against 
the U.S., which would hurt exporters and place 
additional strain on economic growth in the months 
ahead.

E x h i b i t  2 :  U . S .  C o n s u m e r  C o n f i d e n c e  a n d  
S e n t i m e nt  I n d i c e s

E x h i b i t  3 :  U . S .  G o o d s  I m p o r t s

U n i t e d  S t a t e s
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E x h i b i t  4 :  C a n a d a  E c o n o mi c  Po l i c y  
U n c e r ta i nt y  I n d e x

An economic slowdown in the U.S. poses challenges 
for Canada, which remains highly dependent on 
U.S. economic performance despite the announced 
tariffs. While Liberation Day was better than feared 
for Canada, the extreme uncertainty (see Exhibit 4) 
over the past four months has weighed on both 
business and consumer sentiment in Canada. We 
expect Canadian business investment will remain 
depressed over the medium term with the Bank of 
Canada’s recent survey of businesses revealing 
nearly 50% of respondents are decreasing capital 
expenditures in response to uncertainty from tariffs 
(see Exhibit 5). This uncertainty is likely to prevail 
until the USMCA trade agreement is renegotiated. 
The first review of the agreement is scheduled for 
July 2026 but may be moved earlier.

In contrast to the U.S., that has seen a surge in 
imports, Canadian exports have spiked in Q1 
leading to a significant increase in the trade surplus 
with the U.S. (see Exhibit 6). While this will support 
real GDP growth in Q1, it will act as a headwind to 
growth in Q2 and beyond given the expected pull-
back in exports.

As such, the Canadian economy is in for a 
considerable slowdown entering Q2 with certain 
sectors bearing the brunt of the pain. Although 
fiscal support will lessen the impact, it is unlikely to 
prevent near-term economic stagnation as the 
labour market absorbs the policy shock. 

C a n a d a

E x h i b i t  5 :  %  o f  C a n a d i a n  B u s i n e s s e s  
D e c r e a s i n g  E m p l o y me nt / C a p e x
I n  r e s p o n s e  t o  u n c e r t a i n t y  f r o m  r i s i n g  t a r i f f s

E x h i b i t  6 :  C a n a d a / U. S .  Tr a d e  B a l a n c e

While further interest rate cuts may be forthcoming, 
the Bank of Canada has indicated that monetary policy 
cannot offset the impacts of a trade war suggesting 
the response will not mirror the pandemic experience. 
This is particularly true given the upward pressure on 
inflation from higher costs stemming from retaliatory 
tariffs.
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I nvestm ent  I m pl i cat ions :  Manag ing  R i sk  Whi le  I dent i f y ing  O pportun i t ies

For investors, trade policy uncertainty and market volatility will remain high, requiring disciplined risk 
management. Sectors most exposed to U.S. tariffs - particularly manufacturing and export-driven industries - 
face heightened risks.

That said, not all businesses will be negatively impacted. Some firms may find ways to adapt supply chains, 
develop alternative markets, or take advantage of government incentives aimed at maintaining domestic 
production.

Navigating this environment requires a measured, long-term approach. While risks are front and center, 
economic and market adjustments will create pockets of opportunity as businesses reposition.

The coming months will be critical in determining whether tariffs remain in place, escalate, or de-escalate. Our 
approach remains focused on protecting capital while identifying areas of strength amid volatility, ensuring 
portfolios are well-positioned for an uncertain but evolving trade landscape.
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For more information, 
please visit ci.com.

IMPORTANT DISCLAIMERS
This document is provided as a general source of information and should not be considered personal, legal, accounting, tax or investment 
advice, or construed as an endorsement or recommendation of any entity or security discussed. Every effort has been made to ensure that the 
material contained in this document is accurate at the time of publication. Market conditions may change which may impact the information 
contained in this document. All charts and illustrations in this document are for illustrative purposes only. They are not intended to predict or 
project investment results. Individuals should seek the advice of professionals, as appropriate, regarding any particular investment. Investors 
should consult their professional advisors prior to implementing any changes to their investment strategies. 

The opinions expressed in the communication are solely those of the author(s) and are not to be used or construed as investment advice or as 
an endorsement or recommendation of any entity or security discussed.

Certain names, words, titles, phrases, logos, icons, graphics, or designs in this document may constitute trade names, registered or unregistered 
trademarks or service marks of CI Investments Inc., its subsidiaries, or affiliates, used with permission.  All other marks are the property of their 
respective owners and are used with permission.

Certain statements contained in this communication are based in whole or in part on information provided by third parties and CI Global Asset 
Management has taken reasonable steps to ensure their accuracy. Market conditions may change which may impact the information contained 
in this document.

Certain statements in this document are forward-looking.

Forward-looking statements (“FLS”) are statements that are predictive in nature, depend upon or refer to future events or conditions, or that 
include words such as “may,” “will,” “should,” “could,” “expect,” “anticipate,” “intend,” “plan,” “believe” or “estimate” or other similar 
expressions. Statements that look forward in time or include anything other than historical information are subject to risks and uncertainties, 
and actual results, actions or events could differ materially from those set forth in the FLS. FLS are not guarantees of future performance and are 
by their nature based on numerous assumptions. Although the FLS contained herein are based upon what CI Global Asset Management and the 
portfolio manager believe to be reasonable assumptions, neither CI Global Asset Management nor the portfolio manager can assure that actual 
results will be consistent with these FLS. The reader is cautioned to consider the FLS carefully and not to place undue reliance on FLS. Unless 
required by applicable law, it is not undertaken, and specifically disclaimed that there is any intention or obligation to update or revise FLS, 
whether as a result of new information, future events or otherwise.

CI Global Asset Management is a registered business name of CI Investments Inc.

© CI Investments Inc. 2025. All rights reserved. 
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