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Overview and Economic Implications for Canada

The United States is set to impose 25% tariffs on all steel and aluminum imports beginning March 12. This
action follows an executive order signed by President Trump on Monday, citing the 2018 Commerce
Department report under Section 232 of the Trade Expansion Act, which concluded that steel and aluminum
imports pose a threat to U.S. national security.

The move rescinds all previous trade agreements, including the USMCA, and represent an escalation relative
to the 2018 tariffs. Indeed, U.S. aluminum imports, which previously faced a 10% tariff, will be subject to a
higher rate. Additionally, the U.S. Customs and Border Patrol will “dramatically increase its oversight” and
tariffs will extend to imports of downstream products, such as fabricated structural steel and prestressed
concrete strand.

While these tariffs, if implemented, are expected to weigh on the Canadian economy, we estimate the direct
effect will be limited, reducing GDP by no more than 0.2-0.3 percentage points. For one, Canadian steel and
aluminum exports to the U.S. are modest as a share of GDP. The U.S. is also highly dependent on Canadian
imports to meet domestic consumption requirements. This is particularly true for aluminum. A likely
reduction in Canadian imports from the U.S. will also provide some offset.

There are also unresolved questions regarding implementation. Notably, the March 12 implementation date
falls after the March 4 deadline, which Trump set for the 30-day delay of the 25% tariff on all Canadian and
Mexican exports to the U.S. Additionally, it remains unclear whether the steel and aluminum tariffs will be
applied on top of the 25% tariff on all Canadian exports.

What does Canada’s trade relationship with the U.S. look like?

Canada is the U.S’s largest supplier of both steel and aluminum, accounting for one-fifth of total U.S. steel
imports and more than half of its aluminum imports - far exceeding any other nation.
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Source: U.S. Census Bureau, Cl Global Asset Management. U.S. imports measured for the calendar year 2024.



The true extent of this reliance is likely understated in trade statistics. A large portion of US-Canada trade
consists of intermediate goods — 63% of Canadian exports to the US fall into this category — meaning Canadian
steel and aluminum are integral to the production of many finished products across various U.S. industries.

CANADIAN EXPORTS TO THE U.S. BY CATEGORY
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Source: Statistics Canada. Canadian exports measured for the calendar year 2023.

Are U.S. industries reliant on steel and aluminum imports?

The ripple effects of these tariffs will affect multiple key sectors in the US. Industries such as construction,
automotive production, technology, and military equipment are all dependent on imported steel and
aluminum.

According to the recently published 2024 U.S. Geological Survey’s Mineral Commodity Summaries, the U.S. is
highly dependent on steel and aluminum imports to meet the needs of these industries, making them
vulnerable to disruptions caused by the tariffs.

In 2024, U.S. steel consumption reached approximately 93 million tons, with net imports fulfilling about 13%
of this demand. The largest sectors consuming steel include construction (28%), steel service centers (23%),
and automotive production (15%).
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Source: U.S. Geopolitical Survey, Cl Global Asset Management. Consumption measured for the calendar year 2024.


https://pubs.usgs.gov/periodicals/mcs2024/mcs2024.pdf

The U.S. has an even higher import dependency for aluminum. Domestic consumption of aluminum totaled
4.3 million tons, with net imports meeting 47% of this demand. The transportation sector alone accounts for
36% of U.S. aluminum use, with significant portions also going to packaging, building, and electrical
applications.

U.S. ALUMINUM CONSUMPTION BY INDUSTRY (% OF NET SHIPMENTS)
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Other Economic Implications

With such a heavy reliance on imports, the tariffs are expected to increase domestic prices of steel and
aluminum in the U.S., which will have a cascading effect on the cost of many products.

For context, when the U.S. imposed a 25% tariff on steel in 2018, the producer price index for iron and steel
rose sharply. Given this precedent, similar price hikes are expected to follow the implementation of tariffs,
driving up costs for manufacturers and consumers across a wide range of industries. In a 2019 study, the New
York Federal Reserve found that aggregate CPI inflation was 0.3 percent higher than it would have been
without the tariffs.

The Tax foundation performed a further review of the 2018 tariffs on steel and aluminum. In it, they
concluded that tariffs on imports of steel and aluminum raised the cost of production for manufactures,
reduced employment in those industries, raised prices for consumers, and weighed on exports. Estimates
suggest US job losses stemming from the tariffs reached up to 75,000.

The Road Ahead

While tariffs on U.S. steel and aluminum imports will disrupt Canadian activity, they are also likely to have
significant negative effects on the U.S. economy, especially for industries dependent on Canadian steel and
aluminum. As such, we anticipate the U.S. will aim to strike an eventual deal with Canada, though the exact
outcome may differ from what was seen in 2019.

Trade uncertainty and market volatility remain elevated, reinforcing the need for disciplined risk management
and a long-term perspective. While risks persist, economic shifts will also present opportunities as businesses
adapt. Our priority is maintaining stability while identifying areas of resilience, ensuring portfolios are well-
positioned for a changing trade environment.


https://libertystreeteconomics.newyorkfed.org/2019/01/the-impact-of-import-tariffs-on-us-domestic-prices/
https://taxfoundation.org/research/all/federal/section-232-tariffs-steel-aluminum/
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IMPORTANT DISCLAIMERS

This document is provided as a general source of information and should not be considered personal, legal, accounting, tax or investment
advice, or construed as an endorsement or recommendation of any entity or security discussed. Every effort has been made to ensure that the
material contained in this document is accurate at the time of publication. Market conditions may change which may impact the information
contained in this document. All charts and illustrations in this document are for illustrative purposes only. They are not intended to predict or
project investment results. Individuals should seek the advice of professionals, as appropriate, regarding any particular investment. Investors
should consult their professional advisors prior to implementing any changes to their investment strategies.

The opinions expressed in the communication are solely those of the author(s) and are not to be used or construed as investment advice or as
an endorsement or recommendation of any entity or security discussed.

Certain names, words, titles, phrases, logos, icons, graphics, or designs in this document may constitute trade names, registered or unregistered
trademarks or service marks of Cl Investments Inc., its subsidiaries, or affiliates, used with permission. All other marks are the property of their
respective owners and are used with permission.

Certain statements contained in this communication are based in whole or in part on information provided by third parties and Cl Global Asset
Management has taken reasonable steps to ensure their accuracy. Market conditions may change which may impact the information contained
in this document.

Certain statements in this document are forward-looking.

Forward-looking statements (“FLS”) are statements that are predictive in nature, depend upon or refer to future events or conditions, or that
include words such as “may,” “will,” “should,” “could,” “expect,” “anticipate,” “intend,” “plan,” “believe” or “estimate” or other similar
expressions. Statements that look forward in time or include anything other than historical information are subject to risks and uncertainties,
and actual results, actions or events could differ materially from those set forth in the FLS. FLS are not guarantees of future performance and are
by their nature based on numerous assumptions. Although the FLS contained herein are based upon what Cl Global Asset Management and the
portfolio manager believe to be reasonable assumptions, neither Cl Global Asset Management nor the portfolio manager can assure that actual
results will be consistent with these FLS. The reader is cautioned to consider the FLS carefully and not to place undue reliance on FLS. Unless
required by applicable law, it is not undertaken, and specifically disclaimed that there is any intention or obligation to update or revise FLS,
whether as a result of new information, future events or otherwise.
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