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Motivation
• For much of the period since the Second World War, tariffs appeared to be a largely

settled issue in advanced economies

• Multilateral and regional trade liberalization under the General Agreement on Tariffs
and Trade (GATT) and the World Trade Organization (WTO) reduced the average
import-weighted tariff in the United States to less than 2 percent by mid-2010s

• During 2018–2019, and again in 2025–2026, United States imposed tariff waves that
raised protection to levels not seen since the Smoot–Hawley Tariffs of 1930s
– IEEPA tariffs ruled unconstitutional by the Supreme Court, but the Trump administration

plans additional tariffs, and levels of trade policy uncertainty remain high

• Concerns about national security and resilience of supply chains with rising
geopolitical tensions
– Russia–Ukraine
– China–United States
– Middle–East
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U.S. Tariffs FIGURE 1: U.S. TARIFFS ON IMPORTS AND EXPORTS

Panel A: U.S. Import Tariffs, 1915–2025
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Panel B: Foreign Tariffs on U.S. Exports, 1995–2025
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Notes: Panel A reports the annual average applied tariff from 1915-2024. For 2025, we report the year-to-date average and note tariff as of 2025m12,
the latest available data. Sources: 1915-2016 tariffs and 1915-1946 goods imports USITC (2025); 2017-2025 tariffs and 2025 goods imports (Census MITD);
1947-2024 goods imports from FRED series NA000343Q; 1915-1946 GDP data from Gordon (2019). Panel B plots the weighted average statutory tariff faced
by U.S. exporters, using time-varying export shares as weights. Data for 1995-2017 are from the Global Tariff Database (Teti, 2024); data for 2018-2025
extend this series using Census MITD, TRAINS, and authors’ compilation of retaliatory tariffs. Goods exports from 1988-2024 from FRED NA000353Q,
goods exports for 2025 from Census MITD, and GDP from FRED series GDP.

10

• Fajgelbaum and Khandelwal (2025) “Tariffs in 2025: Short-run Impacts on the U.S.
Economy,” Brookings Papers on Economic Activity
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Foreign Tariffs

FIGURE 1: U.S. TARIFFS ON IMPORTS AND EXPORTS

Panel A: U.S. Import Tariffs, 1915–2025

2025m12

0.66% 0.83%

0

2.5

5

7.5

10

12.5

15

17.5

20

Pe
rc

en
t (

%
)

19
15

19
25

19
35

19
45

19
55

19
65

19
75

19
85

19
95

20
05

20
15

20
25

avg tariff (%)
imported goods to GDP (%)
tariff revenue to GDP (%)

Panel B: Foreign Tariffs on U.S. Exports, 1995–2025

0

5

10

15

20

25

30

Av
er

ag
e 

Ta
rif

f (
%

)

19
95

20
00

20
05

20
10

20
15

20
20

20
25

China
ROW
exported goods to GDP (%)

Notes: Panel A reports the annual average applied tariff from 1915-2024. For 2025, we report the year-to-date average and note tariff as of 2025m12,
the latest available data. Sources: 1915-2016 tariffs and 1915-1946 goods imports USITC (2025); 2017-2025 tariffs and 2025 goods imports (Census MITD);
1947-2024 goods imports from FRED series NA000343Q; 1915-1946 GDP data from Gordon (2019). Panel B plots the weighted average statutory tariff faced
by U.S. exporters, using time-varying export shares as weights. Data for 1995-2017 are from the Global Tariff Database (Teti, 2024); data for 2018-2025
extend this series using Census MITD, TRAINS, and authors’ compilation of retaliatory tariffs. Goods exports from 1988-2024 from FRED NA000353Q,
goods exports for 2025 from Census MITD, and GDP from FRED series GDP.

10• Fajgelbaum and Khandelwal (2025) “Tariffs in 2025: Short-run Impacts on the U.S.
Economy,” Brookings Papers on Economic Activity
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Applied v. Statutory U.S. TariffsFIGURE 2: U.S. IMPORT TARIFFS, 2017 - PRESENT

Panel A: Tariffs on Trading Partners
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Panel B: Import Composition by Rate Provision
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Notes: Figure reports monthly weighted average applied and statutory tariff rates from January 2017 through 2025m12. Statutory rates (lighter lines) are
constructed from USITC tariff schedules and trade-weighted using contemporaneous monthly import values. Applied rates (darker lines) are the ratio of
collected duties to customs value. Panel A reports the overall tariff across all partners (black) and for China (red) and Rest of World (navy). Note the //
denotes a switch from semi-annual to monthly ticks. Panel B shows the share of U.S. imports entering duty free, subject to general tariffs, and subject to
special tariffs. Source: U.S. Census MITD and USITC.

13

• Fajgelbaum and Khandelwal (2025) “Tariffs in 2025: Short-run Impacts on the U.S.
Economy,” Brookings Papers on Economic Activity
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Duty Free

FIGURE 2: U.S. IMPORT TARIFFS, 2017 - PRESENT

Panel A: Tariffs on Trading Partners
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Panel B: Import Composition by Rate Provision
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Notes: Figure reports monthly weighted average applied and statutory tariff rates from January 2017 through 2025m12. Statutory rates (lighter lines) are
constructed from USITC tariff schedules and trade-weighted using contemporaneous monthly import values. Applied rates (darker lines) are the ratio of
collected duties to customs value. Panel A reports the overall tariff across all partners (black) and for China (red) and Rest of World (navy). Note the //
denotes a switch from semi-annual to monthly ticks. Panel B shows the share of U.S. imports entering duty free, subject to general tariffs, and subject to
special tariffs. Source: U.S. Census MITD and USITC.

13• Fajgelbaum and Khandelwal (2025) “Tariffs in 2025: Short-run Impacts on the U.S.
Economy,” Brookings Papers on Economic Activity
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Great Reallocation of Imports990 THE AMERICAN ECONOMIC REVIEW APRIL 2024

in their investigations of the price and volume effects of the Trump tariffs.6 We 

6 See also Figure B.4 in online Appendix B. There, we provide evidence that relocation of US imports from 
China to Other Asia took place on the product extensive margin. To draw that figure, we began with the set of 

Figure 1. Share of China and Other Asia in US Imports

Note: Black solid line shows share of US imports from China; gray solid line shows share of US imports from Other 
Asia (Bangladesh, Cambodia, Hong Kong, India, Indonesia, Malaysia, Pakistan, the Philippines, Singapore, Sri 
Lanka, Taiwan, Thailand, and Vietnam); dashed vertical line shows the date of the first Trump tariff wave on China; 
both series seasonally adjusted by removing month fixed effects.

Table 1—US Imports from China and Other Asia

log US  
imports from 

China

log US  
imports from 
Other Asia

log US  
imports from 

China

log US  
imports from 
Other Asia

(1) (2) (3) (4)

All goods All goods Excluding 
consumer 

goods

Excluding 
consumer 

goods

log relative tariffs −1.713 0.339 −1.538 0.259
(0.093) (0.088) (0.122) (0.110)

Product fixed effects Yes Yes Yes Yes

Month fixed effects Yes Yes Yes Yes

​​R​​ 2​​ 0.87 0.86 0.87 0.86

Observations 297,980 297,980 183,236 183,236

Notes: Observations are at the source-HTS10-month level from January 2016 to October 
2019, where source is either China or Other Asia. Columns  1 and 2 include all goods.  
Columns 3 and 4 exclude consumption goods. Regressions include only products with positive 
imports from both sources. “log relative tariffs” is the log difference between one plus the ad 
valorem tariff rate on imports from China and one plus the weighted-average ad valorem tariff 
rate on imports from Other Asia. The weighted-average tariffs use the annual import values in 
2017 as weights. Standard errors are clustered at the HTS8 level.
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• Grossman, Helpman and Redding (2024) “When Tariffs Disrupt Global Supply
Chains,” American Economic Review
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Patterns of Import Reallocation
Figure 2: Cumulative Share of US Imports by Top Trade Partners

Notes: Based on US Census Bureau data; cumulative import share of the US market accounted for by the top n countries is
illustrated, for n ≤ 30. For each cumulative plot, each point adds a trade partner (as labeled) in descending order of US import
market share until the top 30 is reached.

month of data was July 2025, and these indicate that the policy declarations on Liberation Day

have, if anything, extended this push toward diversification in US import sources.9 Of note,

China no longer stands as the largest source of US imports; it was overtaken by Mexico in 2023,

and then also by Canada by July 2025.

Several qualifying remarks are warranted. First, even as Mexico has become the US’ top

source of goods from abroad, its US import market share as of July 2025 was markedly lower than

the 21% held by China prior to the US-China tariff war. In other words, the US’ largest import

trade partners no longer have as dominant a share of the US market compared to that captured by

China at its high-water mark. Second, the diversification has largely been a reshuffling among the

US’ top-20 trade partners, with the cumulative import share held by economies ranked outside

the top-20 remaining virtually the same throughout the sample period. Also, between 2017 and

July 2025, only one country (the Netherlands) broke into the list of top-20 import partners. The

US’ cross-border sourcing has so far not extended in a significant way to new countries in the

rest of the world, underscoring the stability in the cast of trade partners that the US continues to

be sourcing from. We moreover find similar patterns when we restrict attention to key subsets of

goods, namely automobile parts, automobiles, electronics, and semiconductors (see Figures B.1-

9. The release of data for subsequent months (i.e., August 2025 and after) was delayed due to the US federal
government shutdown that commenced on 1 October 2025.

8

• Alfaro and Chor (2025) “An Anatomy of the Great Reallocation in U.S. Supply Chain
Trade,” Harvard University

• U.S. remains indirectly exposed to China through imported inputs in third countries
(Baldwin and Freeman 2023)
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Implications for Trade Imbalance?
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Implications for Trade Imbalance?

States a less attractive production location, and reduce the return to investment in the United States.
Together these forces lead to an initial fall in investment in the United States (black dotted line in
Panel (b)).

The increase in the final goods price index also reduces the real return to saving in the United
States, which leads to an initial fall in savings (Panel (b)). However, with open capital markets, the
reduction in the real return to saving is smaller than the reduction in the domestic return to invest-
ment, because the representative consumer can save overseas. Therefore, savings fall by less than
investment, which leads to an initial improvement in both the trade balance and the current account
(Panel (a)). This differential response of savings and investment, and hence the adjustment in the
trade balance, can only occur because of open capital markets, as otherwise savings and investment
necessarily equal one another under capital autarky.

Figure 5: Impulse Responses for U.S. Balance of Payments and Savings and Investment for an Increase
in U.S. Trade Frictions with all Foreign Countries (Elasticities)
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Note: Impulse responses for an increase in U.S. trade frictions with all foreign countries (τUSAi and τiUSA for all i ̸= USA).
Impulse responses computed using the linearized model and the 2017 steady-state trade and capital share matrices; im-
pulse responses show changes in a variable’s transition path relative to that before the change in U.S. trade frictions (such
that zero is no change). Vertical axis corresponds to a semi-elasticity (such that 0.10 implies that a 1 percent increase in
trade frictions leads to a 0.10 percentage-points increase in the variable). Panel (a) shows changes in the U.S. balance of
payments and its components; black solid line shows the change in the current account as a share of GDP; blue dashed
line shows change in trade balance as a share of GDP; red dotted line shows the change in net investment income as a
share of GDP; Panel (b) shows the change in U.S. saving as a share of GDP (orange dashed line) and the change in U.S.
investment as a share of GDP (black dotted line).

In the long run, saving and investment must balance, and the current account converges to zero.
Long-run rates of saving and investment as a share of GDP are both largely unchanged in response to
trade shocks, resembling the invariance of these ratios to productivity shocks in a closed-economy
neoclassical growth model. However, the long-run composition of the current account does change:

39

• Kleinman, Liu, Redding and Yogo (2026) “Neoclassical Growth in an Interdependent
World,” Stanford University
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Impact on Price Level?

• Cavallo, Llamas and Vazquez (2026) “Tracking the Short-Run Price Impact of US
Tariffs,” Harvard University
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Dollar Exchange Rate
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Oil Price
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U.S. Inflation
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Conclusions

• Return of protectionist trade policies and heightened concerns about the resilience of
supply chains have returned trade policy to the center stage

• A central insight from neoclassical economics is that international trade operates like
an improvement in production technology
– Trade generates mutual aggregate welfare gains but creates winners and losers within

countries

• Recent U.S. tariffs
– Incidence has largely fallen on U.S. firms and consumers rather than foreign exporters
– Led to a great reallocation of patterns of import sourcing
– Modest impact on level of U.S. consumer prices

• Looking ahead the evolution of U.S. consumer prices is likely to be more driven by
– Conflict in the Middle East and oil prices
– Movements in the dollar exchange rate
– Federal Reserve policy priorities
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Thank You
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