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In brief

What happened?

President Trump announced a trade agreement with China on May 12, marking a major step in de-escalating the
ongoing trade tensions between the two nations. As part of this agreement, the United States will remove the
additional tariffs it imposed on China on April 8 and April 9, but will retain all tariffs imposed on China prior to April
2, including Section 301 tariffs, Section 232 tariffs (e.g., steel, aluminum, automobiles, and auto parts), tariffs
imposed in response to the fentanyl national emergency invoked pursuant to the International Emergency
Economic Powers Act, and Most Favored Nation tariffs. As a result, the United States will reduce tariffs on many
Chinese goods from a peak rate of 145% to a baseline of 10%, with an additional 20% layered tariff, effectively
bringing the additional tariffs to 30% during a 90-day pause period. If an agreement on future steps is not reached
before the 90-day pause, the baseline 10% rate will increase to 34% to become an effective rate increase of 54%
for certain products.

In turn, China will lower its tariffs on American goods to 10% and agreed to eliminate recent retaliatory tariffs and
non-tariff measures. The United States and China implemented these actions on May 14. Both countries agreed to
establish a formal mechanism for ongoing trade discussions. Additionally, the agreement includes joint efforts to
curb the flow of fentanyl and its chemical precursors from China to North America (See the \White House fact
sheet and US-China joint statement).

Why is it relevant?

The newly announced agreement directly impacts supply chain costs, market access, and regulatory predictability.
By reducing US tariffs on certain Chinese goods to as low as 30% and reducing China’s tariffs on American
products to 10%, the agreement alleviates a significant financial burden on companies operating cross-border,
especially in manufacturing, technology, and consumer goods. The elimination of Chinese retaliatory and non-tariff
barriers offers US companies expanded opportunities in the Chinese market, while the 90-day tariff pause and
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https://www.whitehouse.gov/fact-sheets/2025/05/fact-sheet-president-donald-j-trump-secures-a-historic-trade-win-for-the-united-states/
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formal dialogue mechanism provide a window of stability for business planning. Additionally, the agreement's
emphasis on enhanced customs enforcement and fentanyl control may signal broader regulatory scrutiny,
prompting companies to reassess compliance and risk mitigation strategies.

Action to consider

With temporary tariff reductions now in effect — lowering US duties on Chinese goods from 145% to 30% and
China's tariffs on US products from 125% to 10% — companies should assess the impact on their supply chains
and cost structures and explore opportunities to enhance sourcing and production strategies. The 90-day pause
offers short-term relief but retains elevated tariff levels, making it critical to monitor ongoing negotiations and
prepare for future policy changes. Companies also should evaluate compliance processes in light of increased
customs enforcement and new regulatory focus on controlled substances such as fentanyl. Proactive planning and
internal coordination will be key to navigating the evolving landscape and maintaining alignment with US trade
policy developments.

In detalil

Current tariff analysis: Understanding the potential impacts

Considering the recent trade agreement announcement between the United States and China, PwC updated its US
Industry Analysis from its April 22 Tax Insight to reflect the change in China tariffs that was implemented by the
United States as of May 14.

Figure 1: US annual imports (January 2024 through December 2024): Comparison of “Dutiable” vs. "Non-
dutiable" goods pre-election vs. the potential impact of Trump’s base IEEPA Fentanyl and Reciprocal tariffs

Pre-election Imposed and potential Trump tariff impact
: Total
Type Import Adg’? ;'(?,;Hlﬁus Mexico Canada Relzio:’:cal Additional Total
of Goods Value nact £ p (IEEPA) (IEEPA) p Prospective  Impact*
reciprocal 10% Amount I .
mpact
Dutiable $981B $76B $81B $6B $14B $58B $158B $234B
Non-
Dutiable $21T $0 $45B $57B $46B $122B $270B $2708B
Total* $31T $76B $126B $63B $60B $180B $428B $505B

*Differences in total amounts are due to rounding

Source: PwC's US Tariff Industry Analysis: What the reciprocal tariffs and current tariffs may mean for US companies — April 22, 2025. Updated to reflect
changes in China rate as of May 14, 2025.

Based on the latest figures, the estimated annual total tariff amount could increase from $76 billion to $505 billion
— which is a 6.6-fold increase — with $234 billion derived from “Dutiable” goods and $270 billion derived from
“Non-dutiable” goods (the latter reflecting an increase from zero tariffs today). The implied average tariff rate would
jump from 2.5% to 16.3% on US imports. Although, if an agreement on future steps between the United States and
China are not reached before the 90-day pause expires, the impact on US imports from China would increase.


https://www.pwc.com/us/en/tax-services/publications/insights/assets/pwc-what-reciprocal-and-current-tariffs-may-mean-for-us-companies.pdf
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Top impacted industries

Taking into consideration the current trade agreement announcement between the United States and China, Figure
2 summarizes the prospective annual impact for the top industries with the largest incremental increase of potential
tariffs as of May 14.

Figure 2: Top industries — total potential annual tariff increase by industry
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Source: PwC's US Tariff Industry Analysis: What the reciprocal tariffs and current tariffs may mean for US companies — April 22, 2025. Updated to reflect changes in China rate as of May
14, 2025.

The 90-day trade agreement between the United States and China offers temporary relief by reducing tariffs that
impact key industries reliant on Chinese imports (from 145% to 30%) and on US exports to China (from 125% to

10%).

The takeaway

The meeting in Geneva, Switzerland between senior level representatives of both governments appears to have
achieved the primary stated goal of de-escalation of trade tensions, leaving both time and space for future
collaborative and productive trade negotiations. This progress may offer more certainty for business executives as
they consider near- and long-term strategies.
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Let’s talk

For a deeper discussion of how the US-China trade deal might affect your business, please contact:

Customs and International Trade — US

Chris Desmond Kristin Bohl Anthony Tennariello
christopher.desmond@pwc.com Kristin.m.bohl@pwc.com Anthony.tennariello@pwc.com
Mark Truchan Everson Ascencio Sharon Martin
mark.truchan@pwc.com everson.ascencio@pwc.com sharon.martin@pwc.com
Maytee Pereira Craig Pinkerton

maytee.pereira@pwc.com craig.j.pinkerton@pwc.com

Global Trade

Scott McCandless
scott.mccandless@pwc.com
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