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On April 2", 2025, the United States (US) announced a new trade policy that introduces "reciprocal tariffs"
of 21% on the Philippines and 11% to 55% on all imported goods from the ASEAN region as from 9% 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 ASEAN trade, with a focus on

the Philippines.

Current vs projected average tariff rates
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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 the Philippines and ASEAN Member States
Simulated trade loss by ASEAN countries to the US
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Source: International Economics Consulting Trade Simulation Tool

Product level impacts

e Electrical machinery such as electronics and electrical products witness the largest contractions, of USS$
1.8 billion.

e Mechanical machinery such as printing tools, data processing machines, engines and motors follow
with losses of USS 0.5 billion.

e Other impacted products are: Articles of leather, Preparation of vegetables, Optical machinery,
Furniture, and Pearls.

Simulated trade loss by product (HS2) from US tariff increase on the Philippines

Electrical machinery and equipment and parts thereof; sound recorders and Machinery and mechanical appliances, boilers, nuclear
reproducers; television image and sound recorders and reproducers, parts and reactors; parts thereof

accessories of such articles HS 84

HS 85 Exports fall by $S0.5 bn

Exports fall by $1.8 bn USA Imports: $2.2 bn

USA Imports: $6.3 bn

Articles of leather; Preparations Natural,
saddlery and harness; of cultured
travel goods, handbags  vegetables, pearls;
and similar containers; fruit, nuts or  precious,
articles of animal gut other parts

of plants
Optical, photographic,

cinematographic,
measuring, checking,

Rubber and articles

dical ical thereof
medical or surgica HS 40
Furniture; bedding,
mattresses, mattress Apparel and
supports, cushions and  clothing
similar stuffed accessories; knitted
Note: USA imports include all imports from The Philippines in that category in 2024 B |
Source: International Economics Consulting Trade Simulation Tool $0mn $1.8bn
Implications Way Forward

Electrical and electronic exports hit; Reduced demand Diversify export markets; Upgrade product quality and
for low-cost exports; Supply chain realignment; Risk of compliance; Support exposed sectors and SMEs; Enhance
job losses; Lower FDI attractiveness; Export revenue  trade facilitation; Leverage ASEAN policy dialogue instead
decline, Depressed global prices. of bilateral channels; Develop risk mitigation strategies.
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