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On April 2™, 2025, the United States (US) announced a new trade policy that introduces “reciprocal tariffs
reaching 31% for India and ranging from 12% to 48% on all imported goods from the SAARC region as from
9t April. However, on that same day, the US declared a 90-day suspension on applying tariffs, for all
countries except China, which faces a 125% tariff increase. The analysis presented in this brief utilises a
Trade Simulation Model to explore the potential impact of “reciprocal” tariffs announced on SAARC trade
with a focus on India.
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Simple AVG actual tariff applied by US

B New tariff applied by US
Exposure of SAARC Exports to the US market, 2023
Note: New tariff is calculated by adding the existing tariff and retaliatory tariff;

Source: |IEC Calculations; White House Executives Order, April 2, 2025; ITC MacMap
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Greatest exposure across SAARC member states are:

-Sri Lanka, where 23.8% of the country’s total exports
were destined for the US market.
- Pakistan with 17.4% exports to the US.
! - Bangladesh with 15.0% exports to the US.

' ‘5";;_’;“ -On average, these tariffs threaten almost 17.3% of
e SAARC exports which are directed towards the US.

Note: Exposure is calculated as the share of the country’s exports
to the US market; Source: IEC Calculations; ITC TradeMap

The simulation was conducted using applied tariffs and projected tariffs as of 9 April, using a partial equilibrium model in two-stages.
The first stage calculates the impact of bilateral tariffs applied to all partners to estimate trade creation and diversion effects. The
trade diversion effects were then allocated the tariffs that would be faced by those suppliers, to calculate the adjusted trade
diversion values. Final flows are estimated using the total trade effects. See the Methodology. Access the Trade Simulation Tool.

Disclaimer: The views expressed in this brief are those of the International Economics Consulting only. Care has been taken in the preparation of this Brief, but all
advice, analysis, calculations, information, forecasts and recommendations are supplied for the assistance of readers and are not a substitution for the exercise of
judgement by readers. While every care has been made with trade flow analysis and modelling, any errors remaining are the sole responsibility of the author.


https://tradeeconomics.com/tocaqit/uploads/Methodology-note.pdf
https://tradeeconomics.com/dashboard-and-tool/trade-simulation-tool/
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Impact of US tariff rate increase on India and SAARC Member States
Simulated trade loss by SAARC countries to the US

<+ India’s exports to the US fall the most india @ 52088 (5000

across the SAARC region, by US$ 29.8  Bangladesh ® s338(s8.68)

billion. Pakistan ~ —@ $1.7B($5.18)
4 Other SAARC members also show trade srilanka  —@ $1.4B($2.98)
losses to the US: Bangladesh’s exports fall Nepal @ $0.08($0.18)

by USS 3.3 billion and Pakistan’s exports  afghanistan @ $0.08 ($0.08)
fall by US$ 1.7 billion. Maldives @ $0.08 ($0.0B)

Bhutan @ $0.0B ($0.08B)

Note: Number in bracket is total country exports to US in 2024
Product level impacts in India Source: International Economics Consulting Trade Simulation Tool

e Electrical machinery such as electronics and electrical products contract the most, by USS 5.3 billion.

e Mineral fuels and oils follow with US$ 3.3 billion lost.
e Other impacted products are Mechanical machinery, Knitted and unknitted Apparel and Furniture.
Simulated trade loss by product (HS2) from US tariff increase — India

Electrical machinery and equipment and parts thereof; sound recorders and Machinery and mechanical appliances,
reproducers; television image and sound recorders and reproducers, parts and boilers, nuclear reactors; parts thereof
accessories of such articles HS 84

HS 85 Exports fall by $1.9 bn

Exports fall by $5.3 bn USA Imports: $6.7 bn

USA Imports: $12.1 bn

Apparel and Apparel and Furniture;
clothing clothing bedding,
accessories; not accessories;

knitted or knitted or

crocheted crocheted

HS 62 HS 61

Exports fall by  Exports fall

$S0.7 bn by 50.6 bn

USA Imports: USA

Rubber and Optical,
articles thereof
HS 40
Exports fall by

Note: USA imports include all imports from India in that category in 2024

Source: International Economics Consulting Trade Simulation Tool $0.1bn $5.3 bn

Implications Way Forward
Reduced competitiveness, Costlier access to the US Diversify trade partners, Promote domestic value

market, Impact on MSMEs reliant on US demand, Shift addition, Support exposed sectors and SMEs, Enhance
in global supply chains, Currency volatility, Depressed trade facilitation, Push value-added exports, Pursue
global prices. strategic trade negotiations.
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