
Discussions on trade policy have spilled over Canada-U.S.-Mexico borders to
involve trade partners around the world. With sudden shifts by the new U.S.
administration, the continuing threat of new tariffs and trade barriers creates
growing uncertainty in the market. These tariffs also provide a strong motivation
for businesses to reorient their trade and supply chains to mitigate risk and
remain globally competitive.

What would tariffs mean for Canadian exports, sector by sector? What’s the
potential impact of retaliatory measures? How would reciprocal tariffs impact
Canada-U.S. relations — and your business? How and where can you reposition
inbound and outbound trade to other markets?

Keep  an  eye  on  th i s page  as BLG’s i n te rna t i ona l  t rade  l awyers b ri ng  you  the  l a test  on  the  ta ri f f  i ssue ,  and  how your com pany can  adap t .

The inside track on U.S. tariffs and
Canadian trade

From  Ram bod  Behbood i 

April  2, 2025 – U.S. trade war escalates: “Liberation Day” promises new
barriers to free trade

On  Ap ri l  2 ,  P re si d e n t  T ru m p  a n n o u n ce d  a  se ri e s o f  ta ri f f s o n  i m p o rts i n to  th e  Un i te d  S ta te s:

2 5  p e r ce n t  ta ri f f s o n  fo re i g n -m a d e  a u to m o b i l e s a n d  p a rts;

va ri e g a te d  ta ri f f s o n  a  wi d e  ra n g e  o f  t ra d i n g  p a rtn e rs;

b a se l i n e  1 0  p e r ce n t  ta ri f f  o n  a l l  o th e r co u n t ri e s;  a n d

a s re p o rte d  b y n e ws a g e n ci e s,  CUSM A-co m p l i a n t  p ro d u cts wi l l  n o t  b e  su b j e ct  to  th e  b a se l i n e .

Ne ws re p o rts a l so  i n d i ca te  th a t  th e  e xe m p t i o n  fo r CUSM A-co m p l i a n t  p ro d u cts i n  “fe n ta n yl ” ta ri f f s wi l l  co n t i n u e  fo r th e  t i m e  b e i n g .

We  u n d e rl i n e  th a t  th e  Exe cu t i ve  Ord e r h a s n o t  ye t  b e e n  p u b l i sh e d .  We  wi l l  p ro vi d e  a d d i t i o n a l  i n fo rm a t i o n  a s a n d  wh e n  th e  EO i s si g n e d .

March 26, 2025 – The end of an integrated North American auto
manufacturing sector?

https://www.blg.com/en/insights/perspectives/en/people/b/behboodi-rambo


An  a u to m a te d  so ci a l  m e d i a  a cco u n t  a p p a re n t l y  l i n ke d  to  th e  US  De p a rtm e n t  o f  Go ve rn m e n t  E f f i c i e n cy (DOGE) h a d  th e  fo l l o wi n g  to  sa y a b o u t  th e  l a te st  US
ta ri f f  a n n o u n ce m e n t :

Th e  $ 1 0 0 B  re ve n u e  i sn ’ t  a  “ta x h i ke ”—i t ’ s  a  re c l a ma t i o n  o f  fu n d s f ro m fo re i g n  co mp e t i to rs w h o ’ ve  ri g g e d  t ra d e  fo r d e ca d e s.

T h e re  a re  a t  l e a st  fo u r i ssu e s wi th  th i s se n te n ce ;  m o re  o n  th a t  l a te r.  T h e  $ 1 0 0 B  f i g u re  re fe rs to  th e  a n n o u n ce m e n t  b y P re si d e n t  T ru m p ,  o n  2 6  M a rch  2 0 2 5,
th a t  h e  wi l l  re v i ve  h i s o wn  2 0 1 9  f i n d i n g,  b a se d  o n  a  Co m m e rce  De p a rtm e n t  re p o rt,  th a t :

a u to mo b i l e s a n d  ce rta i n  a u to mo b i l e  p a rts a re  b e i n g  i mp o rte d  i n to  th e  Un i te d  S ta te s i n  su ch  q u a n t i t i e s a n d  u n d e r su ch  c i rcu msta n ce s a s to  th re a te n
to  i mp a i r th e  n a t i o n a l  se cu ri t y  o f  th e  Un i te d  S ta te s

a n d ,  a s a  re su l t  su b j e cte d  a u to m o b i l e s (a s o f  3  Ap ri l ) a n d  a u to  p a rts (a s o f  3  M a y) to  a  2 5 % ta ri f f .

T h e  Un i te d  S ta te s i m p o rts a b o u t  $ 2 0 0 B  wo rth  o f  a u to m o b i l e s.  T h e  to p  f i ve  e xp o rte rs o f  a u to s to  th e  Un i te d  S ta te s a re :

M e xi co :   $ 7 8 B

Ja p a n :   $ 4 0 B

S .  Ko re a : $ 3 7 B

Ca n a d a :   $ 3 1 B

Ge rm a n y:  $ 2 5 B

T h e  m a xi m u m  re ve n u e  th a t  ca n  b e  ra i se d  o u t  f ro m  a  2 5 % ta ri f f  o n  $ 2 0 0 B  o f  i m p o rts i s,  o f  co u rse ,  $ 5 0 B .  T h e  “Au to n o m o u s A I  u n co ve ri n g  wa ste  &
i n e f f i c i e n ci e s i n  g o ve rn m e n t  sp e n d i n g  &  p o l i cy” –  a n d  p re su m a b l y th e  US  g o ve rn m e n t  –  h a s a  b a si c m a th  i ssu e .  

Ta ri f f s,  b y ra i si n g  th e  co st  o f  i m p o rte d  g o o d s,  wi l l  g e n e ra l l y  re su l t  i n  l o we r i m p o rts.  T h a t ,  a t  a n y ra te ,  i s wh y th e y a re  i m p o se d  i n  m o st  i n sta n ce s –  to  re d u ce
co m p e t i t i o n  fo r d o m e st i c  g o o d s.  An d  so ,  th a t  $ 5 0 B  re ve n u e  i s l i ke l y to  b e  l o we r th a n  e xp e cte d .  Ta ri f f s a re  re f l e cte d  i n  h i g h e r d o me st i c  p ri ce s fo r th e  g o o d s
–  a n d ,  i n  th a t  se n se ,  th e  o n l y “fu n d  re cl a m a t i o n ” th a t ’s ta ki n g  p l a ce  i s f ro m  th e  p o cke ts o f  US  co n su m e rs,  ra th e r th a n  fo re i g n  co m p e t i to rs.

T h e  p i ctu re  i s e ve n  m o re  co m p l e x th a n  th a t .

We l l  o ve r $ 1 0 0 B  o f  th e se  i m p o rts a re  f ro m  M e xi co  a n d  Ca n a d a ,  p a rt i e s to  th e  Ca n a d a -Un i te d  S ta te s-M e xi co  Ag re e m e n t ,  n e g o t i a te d  a n d  si g n e d  b y P re si d e n t
T ru m p  i n  h i s f i rst  A d m i n i st ra t i o n .  T h e  P ro cl a m a t i o n  n o te s,  i n  th i s re sp e ct ,  th a t ,

th e  re vi s i o n s to  th e  […]  Un i te d  S ta te s-Me xi co -Ca n a d a  Ag re e me n t  (USMCA ),  h a ve  n o t  y i e l d e d  su f f i c i e n t  p o si t i ve  o u tco me s.   Th e  th re a t  to  n a t i o n a l
se cu ri t y  p o se d  b y i mp o rts o f  a u to mo b i l e s a n d  ce rta i n  a u to mo b i l e  p a rts re ma i n s a n d  h a s i n cre a se d .   In ve stme n ts re su l t i n g  f ro m o th e r e f fo rt s ,  su ch  a s
l e g i s l a t i o n ,  h a ve  a l so  n o t  y i e l d e d  su f f i c i e n t  p o si t i ve  o u tco me s to  e l i mi n a te  th e  th re a t  to  n a t i o n a l  se cu ri t y  f ro m su ch  i mp o rts.

CUSM A,  o r th e  USM CA,  wa s b u i l t  o n  th e  NAFTA ,  a n  a g re e m e n t  p ro m o te d  a n d  a d va n ce d  b y th e  Un i te d  S ta te s i n  th e  e a rl y  1 9 9 0 s,  wh i ch  wa s i n  tu rn  b a se d  o n
th e  Ca n a d a -US  Fre e  T ra d e  A g re e m e n t ,  wh i ch  e n te re d  i n to  fo rce  i n  1 9 8 9 .  T h e  a u to m o t i ve  ru l e s o f  o ri g i n  o f  th e  CUS FTA we re  fo u n d e d  o n  th e  Ca n a d a -Un i te d
S ta te s Au to m o t i ve  P ro d u cts Ag re e m e n t  –  th e  Au to  Pa ct  –  wh i ch  e n te re d  i n to  fo rce  i n  1 9 6 5 .  

In  re co g n i t i o n  o f  th i s 6 0 -ye a r e co n o m i c a n d  i n d u st ri a l  i n te g ra t i o n  h i sto ry i n  th e  a u to m o t i ve  se cto r,  th e  u n d e rsta n d i n g  i s th a t  fo r CUSM A p ro d u cts,  th e  ta ri f f s
wi l l  a p p l y o n l y to  th e  n o n -US  co m p o n e n t  o f  a  ve h i c l e ,  ra th e r th a n  i t s fu l l  va l u e .  T h i s wo u l d  m e a n  a  re d u ct i o n  i n  th e  i m p a ct  o f  th e  ta ri f f s o n  US  co n su m e rs,
su ch  a n  a p p ro a ch  h a s two  a n ci l l a ry –  a n d  p o ssi b l y  i n te n d e d  –  e f fe cts:  i t  wi l l  su b sta n t i a l l y  i n cre a se  th e  co m p l i a n ce  co sts o f  th e  a u to m o t i ve  se cto r;  i t  a l so
u p e n d s th e  co m p l e x a n d  h e a vi l y  n e g o t i a te d  CUSM A ru l e s o f  o ri g i n.  Bu t  i f  a l l  wo rks o u t ,  i t  wo u l d  m e a n  th a t  ta ri f f s o n  M e xi ca n  a n d  Ca n a d i a n  e xp o rts to  th e
Un i te d  S ta te s a re  g o i n g  to  b e  l e ss th a n  th e  fu l l  ra te :  a t  l e a st  fo r Ca n a d i a n  a u to m o b i l e s,  ro u g h l y h a l f  o f  th e  i n p u t  i s US -m a d e .  S o  n o t  e ve n  $ 5 0 B .  

T h e  l e sso n  i n  a l l  o f  th i s?  A I  h a s a  l o n g  wa y to  g o  b e fo re  g a i n i n g  se n t i e n ce  a n d  ta ki n g  o ve r th e  wo rl d :  b a si c m a th  a p p e a rs to  d e fe a t  i t ,  a n d  wo rd s i t  u se s –
“ri g g e d ” –  h a ve  l e ss th a n  a  ro b u st  co n n e ct i o n  wi th  h i sto ry,  o r fa cts.

On e  f i n a l  n o te :  th e  a u to  ta ri f f s a re  d i st i n ct  f ro m  th e  “re c i p ro ca l ” ta ri f f s e xp e cte d  o n  2  Ap ri l ,  a n d  l i ke l y th e  “fe n ta n yl ” ta ri f f s su sp e n d e d  a n d  d u e  o n  th e  sa m e
d a te .

March 12, 2025 – Trade War goes global

On  M a rch  1 2 ,  2 0 2 5 ,  p ro m i se d  (o r th re a te n e d ) U.S .  ta ri f f s o f  2 5 p e r ce n t  o n  i m p o rts o f  ste e l  a n d  a l u m i n i u m ,  a n d  ce rta i n  p ro d u cts co n ta i n i n g  ste e l  a n d
a l u m i n i u m ,  “f ro m  m o st  co u n t ri e s” u n d e r se ct i o n  2 3 2  o f  th e  Tra d e  E xp a n si o n  A ct o f  1 9 6 2  ca m e  i n to  e f fe ct .  T h i s wa s a f te r a  n e w f i n d i n g  th a t  th e  “a rt i c l e s a re
b e i n g  i m p o rte d  i n to  th e  Un i te d  S ta te s i n  su ch  q u a n t i t i e s a n d  u n d e r su ch  c i rcu m sta n ce s a s to  th re a te n  to  i m p a i r th e  n a t i o n a l  se cu ri t y  o f  th e  Un i te d  S ta te s”.

T h e se  n e w m e a su re s a re  n o t ,  o f  co u rse ,  n e w .  Fo r th e  m o st  p a rt ,  th e y re i n sta te  th e  Ju n e  2 0 1 8  ta ri f f s o n  ste e l  a n d  a l u m i n u m  p ro d u cts th a t  co ve re d  i te m s
su ch  a s ste e l  p i p e s.  T h e  2 0 2 5  m e a su re s g o  fu rth e r b y i n cre a si n g  th e  ta ri f f s o n  a l u m i n u m  to  2 5  p e r ce n t ,  u p  f ro m  1 0  p e r ce n t  i n  2 0 1 8 ,  a n d  b y e xte n d i n g  th e
ta ri f f s to  o th e r ste e l  a n d  a l u m i n u m  p ro d u cts,  su ch  a s h o u se h o l d  p ro d u cts.

In  re sp o n se ,  so  fa r,  th e  EU h a s a n n o u n ce d re ta l i a to ry ta ri f f s ta rg e t i n g  € 2 6  b i l l i o n  wo rth  o f  U.S .  g o o d s,  i n  two  t ra n ch e s.  Fi rst ,  th e  EU wi l l  u n su sp e n d  th e
m e a su re s o n  € 8  b i l l i o n  wo rth  o f  g o o d s o ri g i n a l l y  i m p o se d  i n  2 0 1 8  a n d  2 0 2 0 .  S e co n d ,  th e  E U wi l l  i m p o se  a  p a cka g e  o f  n e w m e a su re s o n  € 1 8  b i l l i o n  o f  U.S .
t ra d e ,  a s o f  m i d -Ap ri l ,  a f te r co n su l ta t i o n s wi th  M e m b e r S ta te s a n d  sta ke h o l d e rs.  T h e  co n su l ta t i o n s a re  e xp e cte d  to  ta ke  two  we e ks.  On  M a rch  2 6 ,  2 0 2 5 ,  a n d
i n  th e  fo l l o wi n g  d a ys,  th e  co n su l ta t i o n  p e ri o d  wi l l  co n cl u d e  a n d  th e  Co m m i ssi o n  wi l l  f i n a l i ze  i t s d ra f t  o f  th e  co u n te rm e a su re s wh i ch  i s to  ta ke  e f fe ct  b y m i d -
Ap ri l .

ttps://www.whitehouse.gov/presidential-actions/2025/03/adjusting-imports-of-automobiles-and-autombile-parts-into-the-united-states
ttps://trumpwhitehouse.archives.gov/presidential-actions/adjusting-imports-automobiles-automobile-parts-united-states
ttps://www.federalregister.gov/documents/2021/11/08/2021-24162/publication-of-a-report-on-the-effect-of-imports-of-automobiles-and-automobile-parts-on-the-nationa
ttps://www.international.gc.ca/trade-commerce/assets/pdfs/agreements-accords/cusma-aceum/r-cusma-04.pd
ttps://www.whitehouse.gov/presidential-actions/2025/02/adjusting-imports-of-steel-into-the-united-states
ttps://www.whitehouse.gov/presidential-actions/2025/02/adjusting-imports-of-aluminum-into-the-united-states
ttps://ec.europa.eu/commission/presscorner/detail/en/ip_25_74
ttps://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018R088
ttps://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R050


Tariff and trade related insights

International Trade & Investment

Taxes and tariffs: Can you deduct the duty? – April 2, 2025

The City of Toronto adopts a tariff response plan restricting some government procurement to

Canadian companies – March 28, 2025

The potential impact of tariffs on agribusinesses – March 6, 2025

Canada-U.S. tariff war resumes – March 4, 2025

The return of the steel tariffs – February 19, 2025

Country of origin for customs purposes – February 19, 2025

Product of Canada vs Made in Canada: What are the requirements? – February 19, 2025

(Country of) origin story: Navigating country of origin claims in Canada and at the U.S.

border – February 19, 2025

EU-Mexico’s new trade deal: What about a trilateral trade tango with Canada? – February 12,

2025

Thriving amid tariff shifts – February 4, 2025

The return of the President: What can we learn from the 2018 U.S. tariffs to prepare for

February 1? – January 24, 2025

A tariff-ying new world: Unpacking Canada’s latest tariff policies – January 17, 2025

The EU-Mercosur Free Trade Agreement: Is it time to revive talks on a Canada-Mercosur

Agreement? – January 9, 2025

Conciliation and mediation: The way forward for the WTO? – November 28, 2024

China launches a new WTO case on U.S. ‘green’ industrial policy measures – October 29,

2024

Canada tariffs on Chinese EVs, steel and aluminum: Feds introduce remissions request

process to ease transition – October 24, 2024

No taxation without presentations: Canada to launch public consultations on possible tariff

hikes on Chinese EVs – June 26, 2024

Advertising & Marketing

Country of origin for customs purposes – February 19, 2025

Product of Canada vs Made in Canada: What are the requirements? – February 19, 2025

(Country of) origin story: Navigating country of origin claims in Canada and at the U.S.

https://www.blg.com/en/insights/perspectives/en/insights/2025/04/taxes-and-tariffs-can-you-deduct-the-dut
https://www.blg.com/en/insights/perspectives/en/insights/2025/03/the-city-of-toronto-adopts-a-tariff-response-plan-restricting-some-government-procuremen
https://www.blg.com/en/insights/perspectives/en/insights/2025/03/the-potential-impact-of-tariffs-on-agribusinesse
https://www.blg.com/en/insights/perspectives/en/insights/2025/03/canada-us-tariff-war-resume
https://www.blg.com/en/insights/perspectives/en/insights/2025/02/the-return-of-the-steel-tariff
https://www.blg.com/en/insights/perspectives/en/insights/2025/02/country-of-origin-for-customs-purpose
https://www.blg.com/en/insights/perspectives/en/insights/2025/02/product-of-canada-vs-made-in-canada-what-are-the-requirements-for-canadian-country-of-origin-claim
https://www.blg.com/en/insights/perspectives/en/insights/2025/02/country-of-origin-story-navigating-country-of-origin-claims-in-canada-and-at-the-us-borde
https://www.blg.com/en/insights/perspectives/en/insights/2025/02/eu-mexicos-new-trade-deal-what-about-a-trilateral-trade-tango-with-canad
https://www.blg.com/en/insights/perspectives/en/insights/2025/02/thriving-amid-tariff-shifts-preparing-for-the-trump-administratio
https://www.blg.com/en/insights/perspectives/en/insights/2025/01/the-return-of-the-president-what-can-we-learn-from-the-2018-us-tariffs-to-prepare-for-february-
https://www.blg.com/en/insights/perspectives/en/insights/2025/01/a-tariff-ying-new-world-unpacking-canadas-latest-tariff-policie
https://www.blg.com/en/insights/perspectives/en/insights/2025/01/the-eu-mercosur-free-trade-agreement-is-it-time-to-revive-talks-on-a-canada-mercosur-agreemen
https://www.blg.com/en/insights/perspectives/en/insights/2024/ri/conciliation-and-mediation-the-way-forward-for-the-wt
https://www.blg.com/en/insights/perspectives/en/insights/2024/10/china-launches-a-new-wto-case-on-us-green-industrial-policy-measure
https://www.blg.com/en/insights/perspectives/en/insights/2024/10/canada-tariffs-on-chinese-evs-steel-and-aluminu
https://www.blg.com/en/insights/perspectives/en/insights/2024/06/canada-to-launch-public-consultations-on-possible-tariff-hikes-on-chinese-ev
https://www.blg.com/en/insights/perspectives/en/insights/2025/02/country-of-origin-for-customs-purpose
https://www.blg.com/en/insights/perspectives/en/insights/2025/02/product-of-canada-vs-made-in-canada-what-are-the-requirements-for-canadian-country-of-origin-claim
https://www.blg.com/en/insights/perspectives/en/insights/2025/02/country-of-origin-story-navigating-country-of-origin-claims-in-canada-and-at-the-us-borde


border – February 19, 2025

Agribusiness

Canada’s economic shield: Fortifying national security in a fractured trade landscape – March

6, 2025

The potential impact of tariffs on agribusinesses – March 6, 2025

Automotive & Transportation

The automotive tariff battle between the United States and Canada: A new phase – April 3,

2025

Reprieve or escalation? “Reciprocal”  and automobile-specific tariffs – April 3, 2025

The evolving tariff threat: The impact on the automotive industry – February 12, 2025

No taxation without presentations: Canada to launch public consultations on possible tariff

hikes on Chinese EVs – June 26, 2024

Banking & Financial Services

Banks in Canada: A primer – February 4, 2025

Construction

Construction Tariff Resource – April 2, 2025

Navigating impacts of tariffs on the Canadian construction industry – March 6, 2025

May you live in interesting times: Canadian procurement and potential bans on American

companies – February 27, 2025

Top considerations for construction contracts in light of potential Canadian and U.S. tariffs –

 February 3, 2025

Corporate Commercial

Country of origin for customs purposes – February 19, 2025

(Country of) origin story: Navigating country of origin claims in Canada and at the U.S.

border – February 19, 2025

Canada tariffs on Chinese EVs, steel and aluminum: Feds introduce remissions request

process to ease transition – October 24, 2024

Infrastructure

China launches a new WTO case on U.S. ‘green’ industrial policy measures – October 29,

https://www.blg.com/en/insights/perspectives/en/insights/2025/03/canadas-economic-shield-fortifying-national-security-in-a-fractured-trade-landscap
https://www.blg.com/en/insights/perspectives/en/insights/2025/03/the-potential-impact-of-tariffs-on-agribusinesse
https://www.blg.com/en/insights/perspectives/en/insights/2025/04/the-automotive-tariff-battle-between-the-united-states-and-canada-a-new-phas
https://www.blg.com/en/insights/perspectives/en/insights/2025/04/reprieve-or-escalation-reciprocal-and-automobile-specific-tariff
https://www.blg.com/en/insights/perspectives/en/insights/2025/02/the-evolving-tariff-threat-the-impact-on-the-automotive-industr
https://www.blg.com/en/insights/perspectives/en/insights/2024/06/canada-to-launch-public-consultations-on-possible-tariff-hikes-on-chinese-ev
https://www.blg.com/en/insights/perspectives/en/insights/2025/02/banks-in-canada-a-prime
https://www.blg.com/en/insights/perspectives/en/insights/2025/ri/construction-tariffs-resourc
https://www.blg.com/en/insights/perspectives/en/insights/2025/03/navigating-impacts-of-tariffs-on-the-canadian-construction-industr
https://www.blg.com/en/insights/perspectives/en/insights/2025/02/may-you-live-in-interesting-times-canadian-procurement-and-potential-bans-on-american-companie
https://www.blg.com/en/insights/perspectives/en/insights/2025/02/top-considerations-for-construction-contracts-in-light-of-us-tariff
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Canadian exports

Wi th  regu l a to ry changes th rea ten i ng  j ust  abou t  eve ry secto r o f  the  Canad i an  econom y, BLG’s gu i dance  as a  fu l l -se rvi ce  f i rm  wi l l  p rove  a  rea l  advan tage  to
Canad i an  com pan i es l ooki ng  fo r st ra teg i c so l u t i ons on  ta ri f f  and  non-ta ri f f  t rade  ba rri e rs.  Our In te rna t i ona l  T rade  & Investm en t Group i s the  m ost  sen i o r and
experi enced  i n  Canada ,  and  can  p rovi de  assi stance  to  cl i en ts i n  a l l  i ndustri es,  i ncl ud i ng  on :

Tari f f  m i t i ga t i on

Supp l y-cha i n  restructu ri ng

Change  i n  busi ness re l a t i onsh i ps be tween  re l a ted  Canada-U.S.  pa rt i es

T ransfe r p ri ci ng  concerns

Cert i f i ca t i on  o f  o ri g i n  i ssues

Force  m a j eu re  and  re l a ted  con tractua l  cl auses

2024

Health Law

The evolving tariff threat: Impact on hospitals in Canada – March 5, 2025

Labour & Employment

Renegotiating terms of employment in light of the U.S. tariff effect: Avoiding constructive

dismissal risks – April 10, 2025

The U.S. tariff effect: Ensuring the psychological health and safety of a reduced workforce

part II – March 26, 2025

The U.S. tariff effect: Ensuring the health and safety of a reduced workforce part I – February

28, 2025

The U.S. tariff effect: A multi-part analysis of the impact on Canadian employers – February 7,

2025

Procurement

May you live in interesting times: Canadian procurement and potential bans on American

companies – February 27, 2025

Tax

Taxes and tariffs: Can you deduct the duty? – April 2, 2025

Navigating the tax implications of new trade measures: U.S. tariffs and goods and services

tax – March 11, 2025

The price is right? The role of transfer pricing across supply chains of multinational

companies – March 6, 2025
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March 11, 2025 – The week the world of trade changed
What a week it’s been!

I’ve been practicing trade law for 32 years now and in that time, only once – when the gavel
came down on the WTO negotiations in December 1993 – could I recall a week as momentous
as this. That gavel launched a new era in the world of trade: the establishment of a rules-based
framework for global trade, one aiming for predictability and security – and therefore prosperity
– for all; a new era not just for governments that accepted the negotiated outcome, but for
businesses (and their workers), who could rely on background rules governing their international
transactions in goods, services, and intellectual property.

On March 4 of this year, a different world was born. After a 30-day reprieve, the United States
formally imposed 25 per cent tariffs on all goods other than energy, and 10 per cent tariffs on
energy, of Canadian origin imported into the United States. Canada swiftly retaliated, as it had
said it would. Three days later, a new Executive Order reversed the tariffs for “USMCA
compliant”  goods until April 2. But not without some additional drama: the reprieve initially
applied to Mexico following a “ respectful dialogue” between presidents; it was extended to
Canada some hours later.

https://www.blg.com/en/insights/perspectives/en/people/h/hamilton-graem
ailto:GHamilton@blg.co
el:416.367.674
https://www.blg.com/en/insights/perspectives/en/people/b/behboodi-rambo
ailto:RBehboodi@blg.co
el:613.369.477
https://www.blg.com/en/insights/perspectives/en/people/t/thomas-jeffre
ailto:JSThomas@blg.co
el:604.640.420
https://www.blg.com/en/insights/perspectives/en/insights/2025/03/canada-us-tariff-war-resume
ttps://www.cbp.gov/newsroom/announcements/official-cbp-statement-tariff


The new Executive Order did something else. Following intensive lobbying by the U.S.
agriculture sector, the U.S. lowered the tariffs – now suspended – on potash to 10 per cent. The
lower tariffs on energy and potash somewhat undermine early Administration assertions that the
tariffs would have minimal or no impact on prices. Be that as it may, April 2 is now the new
deadline for the imposition of tariffs initially formally announced on February 1, ostensibly to
stem the flow of fentanyl and illegal migrants from Canada.

But that is not all.

On March 12, a new set of tariffs – really, an old one from 2018 exhumed for new effect – on
steel and aluminum is slated to enter into force. And on April 2, “ reciprocal tariffs”  to match
tariffs that the trading partners of the United States had already negotiated with the U.S. in
multilateral or bilateral fora (in exchange for tariffs the United States routinely applies in its own
sensitive sectors), to counter domestic and non-discriminatory value-added taxes of its trading
partners, and to correct for unspecific “non-tariff barriers” . I’ve written about all this below.

In the meantime, Canada’s first announced retaliation list – on $30 billion in U.S. imports -
remains in force. Ontario has announced its own measures, including a 25 per cent surcharge
on electricity exports to the United States (we will write on that shortly). The second list has
been postponed; it may yet be revived on March 12. President Trump, having already stated on
multiple occasions that the United States does not need anything from Canada, reacted to the
Ontario electricity price hike by announcing that he would increase the tariffs on steel and
aluminum from Ontario to 50 per cent. The United States wishes, it would seem, to continue to
have unlimited access to cheap Canadian energy exports, even as it restricts access to
Canadian goods.

As if that weren’t enough movement for one week, China announced a series of new measures
on canola oil and meal, peas, and pork, to counter Canada’s imposition of measures on Chinese
imports of electric vehicles. More on that later.

Feb. 27, 2025 – A new tempest this way comes
Earlier we wrote about a communication by President Trump about the unfairness of the Value
Added Tax. Now the U.S. Commerce Secretary has added his official perspective on the matter.
Mr. Lutnick “has warned that Canada's national sales tax will be subject to retaliation.”

Retaliation is, of course, a curious term. It is not clear how Canada’s non-discriminatory national
sales tax is harming the United States, U.S. exports to Canada, or – to pick up on a favourite
theme – border security. What is the issue? These are the reported words of the Commerce
Secretary of the United States:

"We're supposed to have a free trade agreement with Canada, but they have a 5 per cent
national tax," Lutnick told Fox News, in an interview following the first cabinet meeting of
the Trump administration. "They tax so many different things. It's outrageous. They basically
cheat around the sides, and then when we don't act, they stop cheating around the sides.
They cheat right down the middle. And the President is sick and tired of it."

Read the whole article here.

Feb. 26, 2025 – A gift that keeps on giving
There is an old Persian proverb:

Every moment the orchard del ivers a frui t
Each more novel  than the more novel  before
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And so it is that copper imports have been declared a matter of national security in the United
States. This is on top of steel and aluminum. And, of course, in addition to all imports from
Canada and Mexico.

President Trump has ordered the initiation of a “Section 232 investigation”  to determine whether
“ the United States’ increasing dependence on imported copper, in all its forms,”  gives rise to a
national security risk. The Executive Order also, and confusingly, refers to “ trade remedies”  to
“safeguard domestic industry.”  (“Trade remedies”  and “national security”  generally have
different procedures and bases.) The Fact Sheet issued by the White House notes that copper
imports now constitute 45% of consumption in 2024, and “potential export restrictions from other
nations” could threaten copper availability for US “defence and industry needs.”

U.S. copper imports have been particularly strong since the post-pandemic economic recovery.
This is in part attributable to an increase in demand in electrical vehicles and renewable energy.
90 per cent of copper imports into the United States originate in three countries: Chile, Canada,
and Peru. The United States has free trade agreements with all three. None has ever imposed
“export restrictions”  on exports of copper, or other critical minerals, to the United States. Any
“strategic”  concerns about domestic supply arise not as a result of imports, or concerns about
export restrictions from longstanding allies of the United States, but because of domestic
regulatory issues.

To understand why this is happening – first, steel and aluminum, and now copper – we need to
go no further than the editorial board of the Wall Street Journal, and the official position of the
U.S.-based National Mining Association. Reacting to “Trump’s Steel Tariffs,”  the WSJ observed
that, “This is political rent-seeking at its most brazen.”  So it is; and here is the NMA at its most
brazen:

The Uni ted States, despi te si tting on tri l l ions of dol lars’ worth of copper reserves, has
become increasingly dependent on imports from countries l ike Chi le, Canada and Mexico.
This dependency leaves us vulnerable to geopol i tical  risks and supply chain disruptions.
It’s time for a change.

It’s important for Canadian mining interests to engage in new investigation through robust data-
based submissions. We need to be there to underline that the solution to strategic concerns in
the U.S. is not to raise the price of copper domestically, depress it internationally, and harm the
closest trading partners of the U.S. in the process. If there are regulatory issues at home, that’s
where the solution lies, not in economically and strategically harmful, and blatantly illegal, tariffs
on legitimate trade.

Feb. 19, 2025 – The return of the steel tariffs
Since November 25, 2024, importers, exporters, manufacturers, and consumers on both sides of
the Canada-U.S. border and across all sectors have had to deal with two concurrent challenges:
the potential imposition of layers of costs as a result of new tariffs announced in regular
intervals by the new Administration, and the extreme uncertainty as to what comes next. The
stability in framework rules that governed Canada-U.S. trade can no longer be taken for
granted.

What is the likely impact of steel and aluminum tariffs on Canadian exports? How will retaliatory
measures affect Canadian producers and consumer? What will yet another layer of “ reciprocal”
tariffs do to Canada-U.S. relations — and your business? Each sector and each company will be
affected in a different way, and will need a bespoke strategy to address and manage the
developments ahead.

Destabilizing though they may be – and we should not underestimate the harm of either the
tariffs or the uncertainty to Canadian interests – these unprecedented disruptions to global
trading order that had been going strong for nearly 80 years also present a real opportunity for
Canadian business to reorient trade patters and take better advantage of existing relationships
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outside of the U.S. – and build new ones – and to expand hitherto less-explored interprovincial
trade. This is the time for all Canadian businesses to start thinking about repositioning inbound
and outbound trade from and to other, friendlier, more open, and more secure, markets.

Read the article.

Feb. 17, 2025
In a statement published on Elon Musk’s social media platform, X, President Trump announced a
sweeping set of new trade measures based on a faulty premise of how taxation and trade
frameworks of other countries (and his own) operate. The measures are sure to throw tax and
customs administrations of other countries (and his own) into chaos. Every sentence of the
announcement gives rise to a concern.

“I wi l l  charge a RECIPROCAL Tari ff meaning, whatever Countries charge the Uni ted States
of America, we wi l l  charge them - No more, no less!”

Of course, no country charges the United States of America tariffs of any kind. Tariffs are paid,
by the importer, upon the importation of goods originating abroad. The importer then passes the
tariff on to the local consumer. The tariffs are based on negotiated and agreed rates set out in
multilateral (the WTO Agreement), regional (the CUSMA), and bilateral (the Canada-EU CETA,
for example) trade agreements. Those rates reflect a balance of negotiations and interests, and
basic institutional principles that have governed international trade since 1947. Returning to
reciprocity – that is, upending nearly 80 years of stability in trading relations – will have
enormous costs, in administration as well as commercial uncertainty. That’s just the tip of the
iceberg.

“For purposes of this Uni ted States Pol icy, we wi l l  consider Countries that use the VAT
System, which is far more puni tive than a Tari ff, to be simi lar to that of a Tari ff.”

On the positive side, this is the first time that the US president has acknowledged a tariff is a
tax. Be that as it may, it’s difficult to discern in which way a value-added tax is “ far more
punitive,”  or even mildly more so, than a tariff.

Remember: a “ tariff”  is an indirect tax, hidden from the consumer, which is paid and absorbed
into the price of an imported good. A value-added tax – like the GST – applies equally to both
domestic and imported goods, and generally operates through a sophisticated system of input
tax credits.

Let’s say a distributer buys 100 widgets. It pays GST on the wholesale price of those widgets.
The distributor then sells those widgets to ten different stores. Each store buys those widgets at
a certain price (higher than that paid by the distributor) and pays GST on that transaction.

Wait - what? So, you mean GST is charged twice? Yes and no: the distributor gets to deduct the
GST it has paid on its initial purchase, and so it pays the CRA only the difference between the
two. The same happens when a store sells a widget to the ultimate consumer. This means that
there is really only one GST paid on a widget: the one at the point of consumption on the final
sales price.

It gets even better. Unlike with a tariff, an input tax credit may be available in respect of other
expenses related to commercial activity. (The CRA site sets out the list.)

There is, in this sense, nothing “punitive”  about a VAT, and certainly not in any way shape or
form “ far more” so than a tariff.

“In addi tion, we wi l l  make provision for subsidies provided by Countries in order to take
Economic advantage of the Uni ted States.”
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There already is one. It’s the oldest and most sophisticated countervailing duty framework in the
world, one with which Canadians – especially exporters of softwood – are very familiar already.

“Likewise, provisions wi l l  be made for Nonmonetary Tari ffs and Trade Barriers that some
Countries charge in order to keep our product out of their domain or, i f they do not even let
U.S. businesses operate.”

I have no idea what a “nonmonetary tariff”  is, and how it can be “charged” if it is nonmonetary.
Be that as it may, non-tariff barriers are already subject to significant disciplines internationally:
Articles III and XI of the GATT prohibit discriminatory domestic measures and import prohibitions;
the TBT Agreement governs technical regulations and standards; and the SPS Agreement deals
with health and food safety measures.

“We are able to determine accurately the cost of these nonmonetary trade barriers.”

And, no, they’re not.

“There are no Tari ffs i f you manufacture or bui ld your product in the Uni ted States.”
[emphasis added]

Finally, we come to the principal point of the announcement. There is a certain beauty in the
simplicity of this sentence. It should end the debate, “Why the tariffs?”  and “Let’s negotiate.”
The end point of this fast and furious flurry of trade-related announcements is mercantilist
autarky. Cooler heads will eventually prevail, but not before enormous damage has been done to
the fabric of international business transactions more generally, and the word of the US in its
trade agreements more specifically.

Feb. 7, 2025 – Do the CUSMA rules of origin still matter?
Much of commentary on the most recent tariff dispute between the United States and Canada
has concentrated on the economics: who pays and what are the effects. These are important
considerations, to be sure, and must be front and centre in any conversation about the topic.

At the same time, Canada-U.S. trade relations in goods (setting aside services trade) are far
more complex and intertwined than tariffs and counter tariffs. At least two trade agreements set
rules for our annual bilateral $800 billion goods trade. The U.S. tariffs might be illegal (they
are), but the treaties are still there, and they still matter: the U.S. has not yet repudiated them,
and is not even threatening to do so. The tariff issue raises specific concerns under other
provisions of those agreements. We will, in the course of the coming weeks, explore those
concerns in more detail. At the moment, one point sticks out: if the U.S. imposes tariffs on
Canadian goods, and Canada imposes tariffs on U.S. goods, how do you determine where the
goods are coming from?

That is to say, if the tariffs are illegal, do the CUSMA rules of origin still matter?

In a word, yes. How do we know? Well, despite the threat of tariffs, both the WTO Agreement
and the CUSMA still govern trade relations on goods between Canada and the United States.

For example, the United States has not changed its customs valuation or classification rules.
Nor does it propose to fundamentally alter its tariff administration to make it less objective or
transparent, or more discriminatory, than required under the WTO. At least, not yet.

The same is true, in our view, with the CUSMA rules of origin. The tariff disciplines of the
CUSMA and the WTO Agreement might well, for the time being, be out the window, but the
bilateral — indeed, global — framework within which those tariffs would apply continue to
operate.
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Of course, that does not mean you’re out of the woods: the rules of origin chapter of the CUSMA
runs to a dense, mind-numbingly technical 270 pages. But the rules are still relevant. So if you
have any questions, give us a call at BLG and we’ll sort it out.

Feb. 6, 2025 – Welcome to our one-stop shop on trade tariffs
Starting Aug. 2024, BLG’s Trade Team (that is, lawyers from our International Trade &
Investment Group) has been making presentations at all our offices and at various meetings
across the country to identify the challenges Canada faced regardless of the outcome of U.S.
elections. It has been a hectic few months, between trade-related Insights, trade-related advice,
public advocacy, and client communication and education efforts.

Since Nov. 25, 2024, Canada, as well as Canadian and U.S. entities engaged in international
trade, have lived in a state of uncertainty, which is also true of BLG counsel across most of the
firm’s business lines. That uncertainty was resolved, in a manner, on Feb. 1, 2025: an Executive
Order signed by President Trump targeted “All articles that are products of Canada” with
punishing tariffs, ranging from 10 per cent for certain energy products to 25 per cent for the rest.
Despite past practice, the EO did not set out a list of products, and did not provide for an
exclusion framework.

In response, and on the same day, the government of Canada announced a series of retaliatory
measures in two waves:

First, a specific set of products was targeted for immediate retaliatory measures.

Second, a more comprehensive list was made subject to a 21-day consultation period.

As is customary in these situations, the government of Canada also provided for a “ remissions”
framework.

All of these measures were suspended on Feb. 4, after Canada recommitted to a number of
initiatives agreed with the previous administration, and announced new positions and spending
in respect of “border security.”

Over the past months, the Trade Team has produced a number of templates and guides for
counsel to be shared with clients. In particular, though not exclusively, we focused on:

Tariff mitigation

Supply-chain restructuring

Change in business relationships between related Canada-US parties

Transfer pricing concerns

Rules of origin issues

Force majeure and related contractual clauses

The Trade Team remains at your disposal for generic or bespoke speaking points, client
meetings, association information sessions, and other outreach activities. Contact any of our
key contacts on this page. 
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