


















The world is reeling 
from US President 
Donald Trump’s 
“Liberation Day”, when 

he announced the highest US 
tariffs in more than a century. 
The United States is hiking taxes 
on imports from almost every 
country in the world. Shoes 
made in Bangladesh and sold 
to American wholesalers for 
$20 will now cost at least $27. 
A machine part that General 
Motors imports from Europe 
for $200 will now cost at least 
$240. The White House’s new, 
supposedly “reciprocal” tariff 
increases range from 11% for 
the Democratic Republic of 
the Congo (DRC) to 50% for 
Saint Pierre and Miquelon and 
Lesotho. 

For the European Union and 
China, which already faced 
US tariffs, the rate is rising by 
an additional 20% and 34%, 
respectively. In the immediate 
aftermath, global markets have 
plunged, triggering fears of a 
global recession. 

The Trump administration 
says that the tariffs are part of a 
plan for bringing manufacturing 
jobs and production back to 
the US, and to balance US 
trade, which is currently in 
deficit. While economists 
and policymakers have mixed 
feelings about whether, and 
when, trade deficits actually 
matter, it is worth noting 
that the US deficit, which has 
persisted since 1976, did grow 
at a faster rate after the North 

American Free Trade Agreement 
in 1994.

But the White House’s 
explanation of how it set the 
new tariff rates was based on 
unfounded premises and wrong 
assumptions. First, it simply 
assumes that all trade deficits 
are due to unfair trade practices. 
If Canada sells more to the US 
than the US sells to Canada, the 
Canadians must be “ripping off” 
Americans. But this premise 
ignores natural economic forces. 
While US policymakers have 
accused China of devaluing 
its currency and subsidising 
its exporters, and the EU of 
using regulation as a non-
tariff barrier, trade deficits can 
also arise from comparative 
advantage and multilateral 
relationships.

For example, the US buys raw 
materials and critical metals 
from the DRC, but the DRC buys 
cheap manufactured goods from 
India, because it cannot afford 
the higher-quality, relatively 
more expensive US-made 
products. These trade flows 
imply a bilateral deficit for the 
US vis-à-vis the DRC, even 
in the absence of any unfair 
practices. Switzerland has 
almost no tariffs, but the Trump 
administration will now impose 
a 32% tariff on its exports to the 
US.

Similarly, the White House 
assumes that every bilateral 
trade deficit should be zero, 
which makes no sense in a 
multilateral global economy. 
If Canada sells timber to the 
US, and the US sells services 
to Europe, and Europe sells 
machines to Canada, each 

bilateral trade relationship 
will exhibit an imbalance, 
despite perfectly fair, mutually 
beneficial rules and practices. 

Making matters worse, the 
White House’s tariff formula 
assumes that factors like 
exchange rates and US exports to 
other countries will not change 
after the tariffs take effect. This 
would have been a reasonable 
supposition only if the US 
had imposed limited, targeted 
tariffs on select countries. 
Instead, the White House 
rolled out sweeping, massive, 
indiscriminate tariffs, and the 
US dollar duly suffered a record-
breaking loss of value relative to 
other currencies. 

The administration also 
seemed to assume that other 
countries would not impose 
retaliatory tariffs, even though 
they obviously must do so, if only 
for domestic political reasons. 
The EU, Canada, and China have 
already announced counter-
measures, and others are likely 
to follow. The result will be a 
reduction in US exports.

Yet another faulty assumption 
is that tariffs are mostly paid for 
by foreign exporters. The White 
House claims that Americans 
will shoulder only 25% of the 
additional costs. But the well-
known study used to justify this 
number actually finds that, in 
the trade war with China during 
the first Trump administration, 
Americans paid for almost 100% 
of the tariff hikes. So, even by 
the White House’s own formula, 
tariffs should be one-fourth 
of what was announced. In 
fact, nearly all of the economic 
researchers cited by the White 

House have said that their work 
has been misrepresented.

The introduction of such 
a radically disruptive policy 
using made-up numbers and 
no cogent economic rationale 
has pulled the US and global 
economy into uncharted 
territory. 

For the Trump administration, 
the key question is whether 
manufacturing jobs and 
production will return to 
America. When the Reagan 
administration targeted 
Japanese autos in the 1980s, 
it did succeed in getting 
Japanese carmakers to move 
some production to the US. 
But the current tariffs are 
unlikely to help Americans. 
Manufacturing, which is much 
more automated now than it 
was in the 1980s, requires fewer 
workers. And since the current 
tariffs have been applied to the 
entire world, they can motivate 
other countries to deepen their 
own trading relationships and 
weaken the US’ bargaining 
position.

Trump’s “Liberation Day” 
tariffs have undermined 
America’s biggest advantage. 
The US may be the world’s 
largest economy, but it is only 
26% of the global economy. It 
cannot win if the rest of the 
world is united against it. — 
Project Syndicate

• Nancy Qian, Professor of 
Economics at Northwestern 
University, is Co-Director of 
Northwestern University’s 
Global Poverty Research Lab and 
Founding Director of the China 
Econ Lab.

Just as the carnage in financial markets worsened on Monday, 
taking the three-day wipeout in global equity value to about 
$9.5tn, Tesla Inc’s stock extended losses with shares having fallen 
55% from a record high reached in mid-December. 

Tesla’s stock had surged following President Donald Trump’s 
election victory, which many expected to be a boon for the 
company, given CEO Elon Musk’s proximity to the then president-
elect. 

Instead, Musk’s involvement in political controversies both 
in the US and abroad has repelled some car buyers and spurred 
protests against the company.

Tesla has reported first-quarter vehicle deliveries that failed to 
meet drastically lowered expectations, falling to the lowest level 
since 2022. 

Several analysts had lowered their estimates for Tesla’s sales and 
earnings in recent weeks, even before the company reported weak 
vehicle-delivery numbers. 

While Tesla is seen as relatively insulated from the 25% tariffs 
announced by Trump on imported autos, Musk has warned the 
company won’t be unscathed.

Tesla sales had started slowing even before Musk really threw his 
weight around in US politics. Since he’s taken a starring role in the 
Trump administration and become a cheerleader for Europe’s far-
right, the company’s fortunes have taken a turn for the worse.

The electric vehicle maker’s deliveries fell to a three-year 
low in the first quarter as Musk went to work, dismantling US 
government agencies and went all-in to support anti-immigrant 
populist politicians.

A decentralised 
movement called Tesla 
Takedown has emerged 
with organisers calling for 
a boycott of the company’s 
products.

At the same time, Musk 
says he’s having “great 
difficulty” running his 
businesses while also 
tending to his work in 
Washington. 

The most dramatic 
declines in Tesla sales have 
happened in Europe, where 
sales fell 43% in the first 
two months of the year. 

In Germany, the situation was particularly stark, with sales 
plummeting 62% through March — likely the result of potential 
buyers being put off by Musk’s vocal support for the far-right 
Alternative for Germany party.

In China, the world’s biggest EV market, shipments from 
Tesla’s Shanghai plant — destined for elsewhere in the country as 
well as for export — plunged 49% in February to the lowest since 
July 2022. 

For the time being, numbers for the US, where Tesla derives 
almost half of its revenue, are harder to come by. Kelley Blue Book, 
an American market researcher, estimates that the company sold 
only 43,650 vehicles in February, among its lowest monthly totals 
over the last three years.

While Tesla is still the most popular EV brand in the US, its 
market share has fallen from more than 75% in 2022 to under 50% 
as of 2024, according to KBB.

One company that’s defying Tesla’s current trajectory — China’s 
BYD, short for Build Your Dreams — is on a tear, with sales soaring 
58% in the first quarter.

Musk has taken a less-is-more approach to Tesla’s lineup. BYD, 
by contrast, offers more models, and most of them sell for less than 
Musk’s most popular vehicles. 

And then there’s the impact of Musk’s political activities.
The starkest sign that Musk’s close links to Trump and the 

Republican Party were beginning to drag on Tesla came from 
California — a Democratic stronghold — where its registrations fell 
in all four quarters last year.

Since the US election in November, the backlash has only grown. 
One of Wall Street’s most bullish Tesla analysts slashed his price 

target for the stock by 43%, citing a brand crisis created by Musk 
and Trump’s trade policies.

“Tesla has essentially become a political symbol globally,” 
says Daniel Ives, a Wedbush Securities analyst who’s rated the 
carmaker’s shares a buy for the last four years. “It is time for 
Musk to step up, read the room, and be a leader in this time of 
uncertainty.”
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Americans can’t win from 
Trump’s trade war
By Nancy Qian
Rome

US President Donald Trump delivers remarks on tariffs in the Rose Garden at the White House in Washington, DC. (Reuters file photo)

Plunging sales and 
stock rout: Tesla has 
problems galore

China’s BYD, 
short for Build 
Your Dreams — 
is on a tear, with 
sales soaring 
58% in the first 
quarter
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Donald Trump’s ‘Liberation Day’ tariffs have undermined  
America’s biggest advantage. The US may be the world’s largest 
economy, but it is only 26% of the global economy. It cannot win  

if the rest of the world is united against it
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