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E.U. TARIFF PAUSE:
THE TRADE WAR IS FAR FROM OVER

May 2025

The U.S. postponed a planned 50% tariff on European Union (E.U.) imports from June 1 to July 9. This
likely serves as a strategic move but underscores the challenges of reaching an agreement between the
U.S. and larger economic blocs. If implemented, the 50% tariff rate will bring the global tariff level to
around 21%, up from the current 15%.

IMPACT TO BOTH THE E.U. AND THE U.S.

Trade talks between the E.U. and U.S. have intensified, but slow progress led President Trump to
propose a 50% tariff on E.U. imports starting June 1. The tariff increase was soon suspended until July
9 for the parties to negotiate.

While not our base case, if enacted, a 50% tariff from July could severely impact both economies in
the second half of the year. For the E.U., exports to the U.S. represent more than 3% of GDP. The
direct effects alone could reduce economic growth by at least 1.5% and can potentially push the E.U.
into recession. For the U.S., the hit would also be substantial, with E.U. imports accounting for roughly
2% of GDP and a direct hit of close to 1%, at least.

US-Effective Tariff Rate

25 .
Assuming 50% on E.U.
from current levels
20
Current tariff levels
o 15 cecvefecscocecscscnscncscnsancsencancsencancesscancesseancassessoasresssasresssassenssase
[
9]
O
—
o
- 10
5
0
O M VO AN O —<NOMOVOOANMHOO T NOMOVOOOANLL O —ENOMWVWO-AN W
N AN N ANOOOO ST TOWOLWMW O O ONNIMNMOOGDODWMODODOEONONOO OO v« v— — «— AN N
(o) NN NN e e e e e e e e NNe e e NN e e e e NNe e e e NNe NN N e o o e e lololNololNolNo o)
o e - - N NNNNAANNN

BNY Investment Institute, Macrobond. Data as of 5/27/25. Chart is for illustrative purposes only.
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OUR VIEWS ON THE NEWS AND ITS IMPLICATIONS

Our base case remains that an agreement will be reached, though the path is likely to be
challenging. We expect minor compromises from both sides. The E.U. is likely to respond
moderately to avoid provoking further retaliation from the U.S. We believe this would likely result in
a tariff rate on E.U. imports of around 15%.

We do not view the recent U.K.-U.S. deal - broadly described as 10% tariffs, several sector
carveouts, and no retaliation - as a model for the U.S.-E.U. negotiation outcome. Such an outcome
would be a meaningful upside surprise.

If anything, risks are skewed to the downside given the E.U.’s resolve to respond forcefully with
retaliation. The primary obstacle is the differing perspectives on existing tariffs: the U.S. sees current
levels as a starting point requiring E.U. concessions to avoid further tariffs, while E.U. officials view
them as a ceiling that must be lowered to prevent retaliation. In this scenario, the U.S. would impose
the 20% reciprocal tariffs, and the E.U. would respond more aggressively - raising the likelihood of a
rapid escalation.

With sectoral tariffs also likely to be delivered in the coming weeks and the remaining unresolved
conflict with Asia coming to the fore, the trade war is far from over.

Though the market reacted positively to the postponement, the situation remains fluid and BNY
Investments will continue to monitor the situation.

GO FURTHER

Please visit BNY Investment Perspectives for more analysis on tariffs:
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About the BNY Investment Institute

Drawing upon the breadth and expertise of BNY Investments, the Investment Institute generates thoughtful insights on
macroeconomic trends, investable markets and portfolio construction.


https://www.bny.com/investments/us/en/intermediary/perspectives/all-perspectives.html
https://www.bny.com/investments/us/en/intermediary/articles/markets-and-economy/the-us-and-china-tariff-pause.html
https://www.bny.com/investments/us/en/intermediary/articles/equities/tariff-watch-eyes-on-fiscal-intervention.html
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BNY Investment Institute consists of our macroeconomic research, asset allocation, manager research and operational due diligence
teams. BNY Advisors is the brand name under which BNY Mellon Advisors, Inc. conducts its investment advisory business. BNY Mellon
Advisors, Inc. is an investment adviser registered as such with the U.S. Securities and Exchange Commission pursuant to the
Investment Advisers Act of 1940, as amended. BNY Mellon Advisors, Inc. is a subsidiary of The Bank of New York Corporation.

Gross domestic product (GDP) is the total monetary or market value of all the finished goods and services produced within a
country's borders in a specific time period.

FOR INSTITUTIONAL, PROFESSIONAL, QUALIFIED INVESTORS AND QUALIFIED CLIENTS. FOR GENERAL PUBLIC DISTRIBUTION
IN THE U.S. ONLY.

This material should not be considered as investment advice or a recommendation of any investment manager or account arrangement,
and should not serve as a primary basis for investment decisions. Any statements and opinions expressed are those of the author as at
the date of publication, are subject to change as economic and market conditions dictate, and do not necessarily represent the views of
BNY. The information has been provided as a general market commentary only and does not constitute legal, tax, accounting, other
professional counsel or investment advice, is not predictive of future performance, and should not be construed as an offer to sell or a
solicitation to buy any security or make an offer where otherwise unlawful. The information has been provided without taking into
account the investment objective, financial situation or needs of any particular person. BNY is not responsible for any subsequent
investment advice given based on the information supplied. This is not investment research or a research recommendation for
regulatory purposes as it does not constitute substantive research or analysis. This information may contain projections or other forward-
looking statements regarding future events, targets or expectations, and is only current as of the date indicated. There is no assurance
that such events or expectations will be achieved, and actual results may be significantly different from that shown here. The information
is based on current market conditions, which will fluctuate and may be superseded by subsequent market events or for other reasons.
References to specific securities, asset classes and financial markets are for illustrative purposes only and are not intended to be and
should not be interpreted as recommendations. Charts are provided for illustrative purposes only and are not indicative of the past or
future performance of any BNY product. Index performance does not reflect any management fees, transaction costs or expenses.
Indexes are unmanaged and one cannot invest directly in an index. Past performance is no guarantee of future results. Information and
opinions presented have been obtained or derived from sources which BNY believed to be reliable, but BNY makes no representation to
its accuracy and completeness. BNY accepts no liability for loss arising from use of this material.

All investments involve risk including loss of principal.

Not for distribution to, or use by, any person or entity in any jurisdiction or country in which such distribution or use would be
contrary to local law or regulation. This information may not be distributed or used for the purpose of offers or solicitations in any
jurisdiction or in any circumstances in which such offers or solicitations are unlawful or not authorized, or where there would be, by virtue
of such distribution, new or additional registration requirements. Persons into whose possession this information comes are required to
inform themselves about and to observe any restrictions that apply to the distribution of this information in their jurisdiction.

Issuing entities

This material is only for distribution in those countries and to those recipients listed, subject to the noted conditions and
limitations: For Institutional, Professional, Qualified Investors and Qualified Clients. For General Public Distribution in the U.S.
Only. ¢ United States: by BNY Mellon Securities Corporation (BNYSC), 240 Greenwich Street, New York, NY 10286. BNYSC, a registered
broker-dealer and FINRA member, has entered into agreements to offer securities in the U.S. on behalf of certain BNY Investments firms.
¢ Europe (excluding Switzerland): BNY Mellon Fund Management (Luxembourg) S.A., 2-4 Rue EugéneRuppertL-2453 Luxembourg. ®
UK, Africa and Latin America (ex-Brazil): BNY Mellon Investment Management EMEA Limited, BNY Mellon Centre, 160 Queen Victoria
Street, London EC4V 4LA. Registered in England No. 1118580. Authorised and regulated by the Financial Conduct Authority. ® South
Africa: BNY Mellon Investment Management EMEA Limited is an authorised financial services provider. ® Switzerland: BNY Mellon
Investments Switzerland GmbH, Barengasse 29, CH-8001 Zurich, Switzerland. ® Middle East: DIFC branch of The Bank of New York
Mellon. Regulated by the Dubai Financial Services Authority. ® Singapore: BNY Mellon Investment Management Singapore Pte. Limited
Co. Reg. 201230427E. Regulated by the Monetary Authority of Singapore. ® Hong Kong: BNY Mellon Investment Management Hong
Kong Limited. Regulated by the Hong Kong Securities and Futures Commission. ® Japan: BNY Mellon Investment Management Japan
Limited. BNY Mellon Investment Management Japan Limited is a Financial Instruments Business Operator with license no 406 (Kinsho) at
the Commissioner of Kanto Local Finance Bureau and is a Member of the Investment Trusts Association, Japan and Japan Investment
Advisers Association and Type Il Financial Instruments Firms Association. ® Brazil: ARX Investimentos Ltda., Av. Borges de Medeiros, 633,
4th floor, Rio de Janeiro, RJ, Brazil, CEP 22430-041. Authorized and regulated by the Brazilian Securities and Exchange Commission
(CVM). » Canada: BNY Mellon Asset Management Canada Ltd. is registered in all provinces and territories of Canada as a Portfolio
Manager and Exempt Market Dealer, and as a Commodity Trading Manager in Ontario. All issuing entities are subsidiaries of The Bank of
New York Mellon Corporation.
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BNY COMPANY INFORMATION

BNY Investments is one of the world's leading investment management organizations, encompassing BNY's affiliated investment
management firms and global distribution companies. BNY is the corporate brand of The Bank of New York Mellon Corporation and may
also be used to reference the corporation as a whole and/or its various subsidiaries generally. ¢ Mellon Investments Corporation (MIC)
is a registered investment advisor and subsidiary of The Bank of New York Mellon Corporation. MIC is composed of two divisions:
Mellon, which specializes in index management, and Dreyfus, which specializes in cash management and short duration strategies. ®
Insight Investment - Investment advisory services in North America are provided through two different investment advisers registered
with the Securities and Exchange Commission (SEC) using the brand Insight Investment: Insight North America LLC (INA) and Insight
Investment International Limited (llIL). The North American investment advisers are associated with other global investment managers
that also (individually and collectively) use the corporate brand Insight. Insight is a subsidiary of The Bank of New York Mellon
Corporation. * Newton Investment Management - “Newton” and/or "Newton Investment Management” is a corporate brand which
refers to the following group of affiliated companies: Newton Investment Management Limited (NIM), Newton Investment Management
North America LLC (NIMNA) and Newton Investment Management Japan Limited (NIMJ). NIMNA was established in 2021, NIMJ was
established in March 2023. NIM and NIMNA are registered with the Securities and Exchange Commission (SEC) in the United States of
America as an investment adviser under the Investment Advisers Act of 1940. Newton is a subsidiary of The Bank of New York Mellon
Corporation. ® ARX is the brand used to describe the Brazilian investment capabilities of BNY Mellon ARX Investimentos Ltda. ARX is a
subsidiary of The Bank of New York Mellon Corporation. ® Walter Scott & Partners Limited (Walter Scott) is an investment management
firm authorized and regulated by the Financial Conduct Authority, and a subsidiary of The Bank of New York Mellon Corporation. ®
Siguler Guff - The Bank of New York Mellon owns a 20% interest in Siguler Guff & Company, LP and certain related entities (including
Siguler Guff Advisers LLC). « BNY Mellon Advisors, Inc. (BNY Advisors) is an investment adviser registered as such with the U.S.
Securities and Exchange Commission (“SEC") pursuant to the Investment Advisers Act of 1940, as amended. BNY Advisors is a subsidiary
of The Bank of New York Mellon Corporation.

No part of this material may be reproduced in any form, or referred to in any other publication, without express written permission. All
information contained herein is proprietary and is protected under copyright law.

NOT FDIC INSURED | NO BANK GUARANTEE | MAY LOSE VALUE |

©2025 THE BANK OF NEW YORK MELLON CORPORATION

Not FDIC-Insured. Not Bank-Guaranteed. May Lose Value.

MARK.745611-2025-05-27 > BNY | INVESTMENTS

GU-645-31December2025




	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4

