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Trump tariffs deeper and broader than expected

Financial markets have sold off overnight as US President Donald Trump unveiled broader and
more aggressive tariffs. Remarkably, China now faces additional tariffs exceeding 50%, with a
20% rate on lIrish and EU exports imposed. However, a key development for Ireland is that
pharmaceuticals are excluded. This means that 80-90% of Irish exports to the United States will
not be affected, so the first round negative impact of tariffs onto GDP will be negligible, albeit
very difficult for some sectors. Looking forward, much will depend on whether EU/US
negotiations can bear fruit. Here, the risk the EU's retaliatory response could include measures
targeting US ‘'big-tech’ firms poses another risk for Ireland's important ICT sector.

Trump's tariff proposals deeper than expected: Yesterday, US President Donald Trump announced
a 10% uniform tariff will apply across all countries from April 5th, with additional 'reciprocal' tariffs from
April 9th. Remarkably, this means China will face additional tariffs with the total rate now circa. 50%,
with Asian counties also seeing heavy tariffs; Taiwan (32%), Thailand (36%), Vietham (46%). The EU
will face tariffs of 20% and UK 10%. The moves mean the average US tariff rate on its imports will be
close to 20%, well above market expectations. However, that copper, pharmaceuticals and semi-
conductors are exempt, somewhat dilutes their impact.

Markets sell-off on recession risk: The magnitude of Trump's tariff proposals are now close to his
campaign commitments (10-20% universal, 60% on China). These were seen as so extreme,
potentially reducing US GDP by 1-2%, and risking recession, to be taken at face value. Hence,
European equity markets have sold-off this morning; EuroStoxx50 (-3.0%), Dax (-2.3%), CAC40
(-3.0%), FTSE100 (-1.5%). Options prices are now fully pricing in two further ECB deposit rate cuts to
2% by July, with a 85% probability of a further cut to 1.75% by end-2025. The dollar remains under
pressure, the exchange rate vis-a-vis the euro breaking through $1.11 this morning, set for the largest
one-day move since 2015.

Pharmaceutical exclusion key for Ireland: That pharmaceuticals will be excluded from the tariffs
means that 80-90% of the nominal value of Irish exports to the US will not be affected. However, the
US government has been expected to launch 'Section 232" investigations into the sector, which could
lead to tariffs at a later stage. Hopefully, there is some consideration of the reality that pharmaceutical
production takes years to relocate, and any tariffs will have to be borne by consumers. Of course, other
exporters (outside of the pharma sector) face a difficult adjustment to the tariffs. However, that only 1-
2% of Irish exports could be affected means the 1st round impact onto Irish GDP will be small.

EU-US negotiations will hopefully bear fruit: Speaking this morning Ursula von der Leyen said the
EU's approach will be to negotiate first, whilst finalising the EU's retaliatory measures. One risk here for
Ireland is that a hardening of opinion could lead to the EU targeting US 'big-tech' / ICT companies
operating in Ireland. EU trade ministers are due to meet April 7th to discuss a response. Of course, the
uncertainty created by US President Trump's tariffs will likely delay many companies' employment and
investment plans, also acting to soften demand in the Irish economy.

Watch Group Chief Economist Conall Mac Coille discuss what do Trump's tariffs mean for the Irish
economy and financial markets: https://youtu.be/QjbTX4iKlg0
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Disclaimer

This document has been prepared by the Economic Research Unit at The Governor and Company of the Bank of Ireland (“BOI”) for
information purposes only and BOI is not soliciting any action based upon it. BOI believes the information contained herein to be accurate
but does not warrant its accuracy nor accepts or assumes any responsibility or liability for such information other than any responsibility it
may owe to any party under the European Union (Markets in Financial Instruments) Regulations 2017 as may be amended from time to
time, and under the Financial Conduct Authority rules (where the client is resident in the UK), for any loss or damage caused by any act or
omission taken as a result of the information contained in this document. Any decision made by a party after reading this document shall be
on the basis of its own research and not be influenced or based on any view or opinion expressed by BOI either in this document or
otherwise. This document does not address all risks and cannot be relied on for any investment contract or decision. A party should obtain
independent professional advice before making any investment decision. Expressions of opinion contained in this document reflect current
opinion as at 3rd April 2025 and is based on information available to BOI before that date. This document is the property of BOI and its
contents may not be reproduced, either in whole or in part, without the express written consent of a suitably authorised member of BOI.
Bank of Ireland is regulated by the Central Bank of Ireland. In the UK, Bank of Ireland is regulated by the Central Bank of Ireland and
authorised by the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from us on
request. The Governor and Company of the Bank of Ireland is incorporated in Ireland with limited liability. Registered Office 2 College
Green, Dublin, D02 VR66. Registered Number C1.
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