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Rising Tensions and Tariffs: Elevated Duties on Mexico, Canada
and the Future of the USMCA

By DELLA HELWIG*

While the Trump Administration has repeatedly made headlines for bold policy changes
and executive orders since the beginning of President Trump’s second term, one of the most
controversial developments currently underway is the imposition of “reciprocal tariffs” on nearly
every country in the world. Among the most impacted are Mexico and Canada—our closest trading
partners—raising serious concerns about the balance between national security and economic
diplomacy.

Regarding Mexico and Canada, a specific tariff for these two countries and China was
announced as a sweeping 25% tariff on all imports.! The Administration tied the move to issues
like illegal immigration and drug trafficking.” After a period of speculation, an amended executive
order clarified that these tariffs would apply only to products not protected under the United States-
Mexico-Canada Agreement (USMCA), allowing compliant goods to maintain a 0% rate.’
However, non-USMCA compliant goods from Mexico and Canada will still face a 25% tariff, and
non-compliant energy and potash will see a 10% tariff.* President Trump has caused further strain
to “the USMCA, stating in a recent statement that the USMCA is much better than NAFTA, but
the problem is” Mexico and Canada “cheat like crazy.” Along with this, there has been further
strain on the relationships with both Mexico and Canada due to other statements the President has
made in office, including his idea of making Canada the 51° state.®

These and the worldwide tariffs are being implemented under the President’s authority
through the International Emergency Economic Powers Act (IEEPA), and their application is
highly discretionary. As for the rest of the world, a 10% flat tariff on all countries took effect April
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5, 2025, followed by a scheduled higher, individualized reciprocal tariff on countries with the
largest trade deficits beginning April 9.” However, mere hours after the higher individualized tariffs
were supposed to take effect, the Trump Administration announced a 90-day delay on these tariffs,
excluding China.® At this time and during the delay, other countries will remain at the 10% rate.’
The President also retains the authority to increase tariffs if there is retaliation or to reduce them if
a country takes significant steps to address the trade imbalance.

Several items are categorically excluded from these tariffs, including:

Articles subject to 50 U.S.C. § 1702(b),

Steel, aluminum, autos, and auto parts already subject to Section 232 tariffs,
Copper, pharmaceuticals, semiconductors, and lumber,

Any articles that may become subject to future Section 232 tariffs,

Bullion, and

Energy and certain minerals not available in the United States.'”
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In the case of Mexico and Canada, previously issued IEEPA orders relating to fentanyl and
migration remain in effect.'’ If the USMCA were not in place, these countries would face additional
tariffs on all products due to the increased tariffs to combat migration and drugs. Along with this,
if the 25% tariffs are terminated against Canada and Mexico, they will still be subject to 12%
tariffs.!”> As it stands, during the temporary 90-day pause on the full reciprocal tariff
implementation, officials have stated that the 10% global flat rate will not apply to Mexico and
Canada but that they are subject to the 25% individual tariffs.'?

The initial announcement and proposed implementation caused a significant drop in U.S.
stock markets, sending United States citizens into distress and causing noticeable impacts on
domestic and global markets.'* Following President Trump’s decision to remove some of the tariffs,
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markets responded positively, reflecting deep concern over the economic impact of such aggressive
trade actions should President Trump continue with this implementation after the 90 days expires.'

The imposition of further tariffs—especially those not originally contemplated under the
USMCA—<can potentially undermine the agreement itself. While safeguarding national security
and economic interests is important, leveraging tariffs against our closest allies may result in more
harm than good. Rather than using punitive tactics, the United States could build collaborative
frameworks with allies to reinforce mutual economic goals and security concerns.

As of when this article was written, Mexico, Canada, and China remain subject to elevated
tariffs, and President Trump has not signaled any intention to remove them. Whether this policy
remains firm or continues to evolve will determine the long-term impact on trade, economic
diplomacy, and the strength of the USMCA.
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