


1890s

Tariffs were high to protect U.S. industry and raise

U.S. Imports Average Effective
federal revenue—especially under the McKinley

Tariff of 1890—before income tax existed.

Rates fell after WWI as revenue shifted to income

tax and global trade liberalized.
4 29.6%
1920s
Amid post-WW1 uncertainty, the 1922
Fordney McCumber Act raised tariffs to
protect farmers and manufacturers.

: 1930

' The Smoot-Hawley Tariff Act raised

i U.S. tariffs on over 20,000 imported

| goods—deepening the Great Depression
'; ! and sparking global retaliation.
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Trump

Tariff Policy

¥ 2025 projection with
Trump-imposed tariffs
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1947
General Agreement on Tariffs 2025
and Trade (GATT) signed by 23 President Trump announces
- hations to reduce trade barriers sweeping tariffs, aiming to reduce
/ and promote multilateral trade. U.S. trade and budget deficits.
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1994

The North American Free Trade Agreement
(NAFTA) eliminated most tariffs between
the U.S., Canada, and Mexico, deepening
regional trade integration.
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Source: U.S. Census Bureau, U.S. International Trade Commission, Tax Foundation
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Leverage




Government Distorted Trade Flows

* Non-reciprocity

Goals of + Section 232 of Trade Act 1962
Tariffs e

On-shoring Production

ERS replacing IRS Revenue Collection
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Non-Tariff Barriers

(N'Icﬁe)n equivalent to prohibitive Tariffs

* No entry

 Pharmaceuticals
« EU Price Controls are NTB
« US create most drugs but has large
drug trade deficit

« Example of governments distorting trade
flows




Trading oft
Tariffs for
NTB

Tariffs are Lowered in response
to Non-Tariff Gains

* FDI increased by trillions

* Relative to $300B/yr average
* Product specifications NTB:

* Agriculture in EU

* Trade tariff relief even for domestic
companies: Pfizer

The "TACO” labeling misleading



Chile & US Tariff Policy

Free Trade Agreement 2004-15

US has small trade surplus $5B with Chile
« $21B Imports/$26B Exports

Initial focus on top 4

* Mexico & Canada (USMCA 90%), EU,
China

* 80% of Overall Trade : $4.1T
Imports/$3.2T Exports
Avenues for Chile in lowering new tariffs
* Trade war seems not advisable
« Tariff and NTB that can be reduced
* QOutside FTA : Luxury goods, Alcohol
* Production feasible to move to US
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