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The Trump administration announced a new trade deal with the U.K. this month, amid ongoing uncertainty
around tariffs. We believe the deal is limited in scope and economic impact and could prove to be a unique
situation between the U.S. and the U.K.

The agreement keeps in place the 10% baseline tariffs announced on April 2. However, previously, British
car imports were subject to a 25% tariff and the deal now subjects the first 100,000 vehicles to a reduced
10% tariff. “The U.K. sent about 100,000 vehicles to the US in 2024, so the deal will effectively cap imports
at close to those levels, as any additional vehicles each year are subject to 25% rates,” points out Sebastian
Vismara, Head of Economic Research for the BNY Investment Institute.

Also expected are exemptions for steel and aluminum, but details are still being negotiated. The U.K.
government said tariffs on steel and aluminum will be reduced from 25% to 0%, although this will only
apply to an undisclosed volume of U.K. exports to the US.

In return, the U.K. agreed to remove a range of market access provisions such as removing non-tariff
barriers on machinery, chemicals, agriculture products and other goods, for a total of $5bn U.S. exports.
“This is a small number and could be spread over a number of years,” notes Vismara.

As for pharmaceuticals, which has been an area of contention, there was no additional clarity on whether
the U.K. can expect tariff exemptions.

Limited in Scope

Vismara considers the deal limited in scope and economic impact. “To put the deal in perspective, the U.S!
effective import tariff rate with the U.K. is now likely around 11%, down from 13% before the
announcement, but up from 1% last year,” he says. “If Trump were to place 25% tariffs on pharmaceuticals in
the future, as he has said he would, that would add another 3 percentage points or so and take the US
effective import tariff rate with the U.K. to around 14%.”

Overall, the biggest news within the U.S.-U.K. deal was the U.S. refusal to reduce the 10% baseline tariff,
potentially establishing a tariff floor for future trade deals. This is a clear signal that that the President views
the baseline tariff as non-negotiable and suggests tariff rates at double digits for the foreseeable future,
suggests Vismara.
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U.S.-U.K. TRADE DEAL: LIMITED WIN AMID
BIGGER DISCUSSIONS

“President Trump wants to show his administration is making progress on trade discussions and likely views the
U.K. as an early win,” says Vismara. The president pushed back when asked if this deal should be considered a
template for other trade deals.

In other developments, shortly after the U.S.-U.K. deal was announced, the Trump administration announced
that the U.S. and China will lower tariffs for 90-days on each other’s products, as negotiations continue. During
this period the U.S. is reducing its levies from 145% to 30% and China dropping its duties from 125% to

10%. Meanwhile, the U.S. has announced 50% tariffs on EU products, but that implementation date was
pushed back until July 9.

See more views on tariffs in our reports, A U.S.-China Tariff Pause and All Eyes on Fiscal Intervention.
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This material has been provided for informational purposes only and should not be construed as investment advice or
a recommendation of any particular investment product, strategy, investment manager or account arrangement, and should
not serve as a primary basis for investment decisions. Prospective investors should consult a legal, tax or financial professional

in order to determine whether any investment product, strategy or service is appropriate for their particular circumstances.

Views expressed are those of the author stated and do not reflect views of other managers or the firm overall. Views are

current as of the date of this publication and subject to change. This information may contain projections or other forward-
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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. Information contained herein has been
obtained from sources believed to be reliable but not guaranteed. No part of this material may be reproduced in any form, or

referred to in any other publication, without express written permission.
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