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Major Risks to the Economy

» Policy Uncertainty

» Large business and consumer purchases depend on views about the future, including the
future of economic policy

» When there is significant uncertainty about economy policy, businesses and
consumers hold back

» Tariffs
» Tariffs are taxes
» Tariffs are paid by importers, but the tax burden may vary across products and industries
» Current tariff levels are a significant increase in taxes on consumers and businesses

» Mass Deportations

» In already tight labor markets, significant increases in deportations will create and
exacerbate labor shortages

» Federal spending and job cuts

» Reduced federal purchases of goods and services and reduced federal employment will
put downward pressure on economic activity
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A Huge Increase in Economic Policy Uncertainty
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A Huge Increase in Tariffs

U.S. Average Effective Tariff Rate

Customs duty revenue as a percent of goods imports
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* Assumes revised April 9 tariffs stay in place.
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A Huge Increase in Tariffs

Current U.S. Tariffs

U.S. Tariffs

Retaliatory Tariffs

20% broad tariff on all Chinese imports
(effective February 4; increased March 4)

10% tariff on Canadian potash and energy
(effective April 2)

25% tariff on all Mexican imports and other Canadian imports*
(effective March 4)

25% tariff on all automobiles, with an exemption for US content**
(effective April 3)

25% tariff on all steel and aluminum imports
(effective March 12)

Modified April 2 announcement: 10% minimum tariffs on all countries ex.
China, Canada, & Mexico; 125% tariff on China
(effective April 9, modified April 9, 90-day duration)***

China 10%/15% list
(announced February 4)

Canada 25% list
(announced March 4)

China 10%/15% list
(announced March 4)

Canada 25% list
(announced March 13)

China broad 125%
(announced April 4)

China suspension of exports of minerals and magnets
(announced April 11)r***
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Tariffs Will Adversely Impact the Economy

» Arizona will feel the impact of tariffs on Mexico more than most states
» Arizona ranked 315 in the nation in the importance of international trade (12.3% of GDP)
» Arizona ranked 6™ in the nation in the importance of trade with Mexico (3.8% of GDP)
» Lower after-tax income for households, higher costs for businesses importing inputs
» Short-run burst of inflation followed by higher price levels that linger

» May incentivize capital investment in the U.S., resulting in increased

manufacturing output (long run)

» But probably not much job impact since firms invest in state-of-the-art automation

» Raises the value of the U.S. dollar, other things the same
» Offsets some of the price/inflation impact
» But hurts exports of goods and services

» Retaliatory tariffs
» Hurt U.S. exporters, including those in Arizona
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Percent of Total Imports from the World

Millions of
Dollars

Arizona Merchandise Imports in 2024
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All
Countries 42,243
Mexico 11,615
China 5,374
Taiwan 3,554
Canada 2,698
Japan 2,382
Malaysia 1,897
Germany 1,831
Thailand 1,808
Singapore 1,043
South
Korea 1,011
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Top 10 By Industry, 2024, Dollars

Imports from Mexico

111 Agricultural Products

334 Computer & Electronic Products
335 Electrical Equipment, Appliances & Components T
336 Transportation Equipment
333 Machinery, Except Electrical
339 Miscellaneous Manufactured Commodities 481.1M
112 Livestock & Livestock Products 4212M
980 Goods Retured (exports For Canada Only) 4224M
311 Food & Kindred Products
332 Fabricated Metal Products,Nesoi e

A

Eller College
of Management

Arizona Merchandise Imports

Imports from China

335 Electrical Equipment, Appliances &

228
Components
334 Computer & Electronic Products 799.1M

980 Goods Returned (exports For Canada 642.7M
Only)

339 Miscellaneous Manufactured

Commodities m

332 Fabricated Metal Products, Nesoi [ JJJJJJij 2084m

333 Machinery, Except Electrical I 2755y
336 Transportation Equipment - 152.4M
314 Textile Mill Products W om

326 Plastics & Rubber Products . 108.6M

325 Chemicals [l ss2v
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Percent of Total Exports to the World

Millions of | Share of All States
Dollars Total (%) Share (%)
All
Countries 32,223 == =
Mexico 8,950 27.8 16.2
Canada 2,770 8.6 16.9
Netherlands 1,935 6.0 4.3
China 1,719 5.3 7.0
United
Kingdom 1,385 4.3 3.9
Taiwan 1,322 4.1 2.1
Japan 1,321 4.1 3.9
Singapore 971 3.0 2.2
Malaysia 895 2.8 1.3
Germany 844 2.6 3.7

Arizona Merchandise Exports in 2024

10

George Hammond, Director

Economic and Business Research Center

ghammond@arizona.edu



MAP Talk Webinar 4/23/2025

Arizona Merchandise Exports

Top 10 By Industry, 2024, Dollars

332 Fabricated Metal Products, Nesoi 332 Fabricated Metal Products, Nesol 77.2M

326 Plastics & Rubber Products 335 Electrical Equipment, Appliances &
Components TLEM
324 Petroleum & Coal Products

Exports to Mexico Exports to China
334 Computer & Bctonc Products e 334 Computer & Electronic Products
212 Minerals & Ores _ 336 Transportation Equipment
335 Electrical Equipment, Appliances & Components 333 Machinery, Except Electrical
336 Transportation Equipment m 111 Agricultural Products
325 Chemicals om | 311 Food & Kindred Products
333 Machinery, Except Electrical m 990 Other Special Classification Provisions m
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Main Takeaways

» The U.S. and Arizona face increased risks of recession
» Increased policy uncertainty is the biggest risk to the economy this year
» Tariffs will adversely impact the economy

» Tariffs are taxes that reduce after-tax household income and raise business
costs

» Increased tariffs on Mexico will impact Arizona more than most states
» Mexico is by far Arizona’s most important trading partner

» But Arizona trades with many countries around the world, including
Europe and Asia
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