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Key Takeaways

> It's challenging to be certain about anything regarding trade with the U.S. at present. Alternating tariff threats
and delays by the Trump administration are sowing deep trade confusion and uncertainty in North America,
with negative implications for Canadian equities.

> With the days of trusting trade deals in North America behind us, Canada should be prepared for additional
tariff and trade-related actions with broad potential impacts to the Canadian economy and financial markets,
including potentially pervasive second-order effects.

» Tariff headwinds could pave the way for the Canadian government to implement some form of economic
stimulus through more favorable monetary or fiscal policy to help soften the blow to the domestic economy.

Alternating Threats and Delays

The Canadian equity market tumbled on February 3 with the original announcement of tariffs by U.S. President
Donald Trump, threatening to snarl trade and abruptly hurl the already tepid Canadian economy into a recession.
The levies were initially delayed by one month to allow for negotiation on shoring up border security by both
Canada and Mexico, a ploy used by the Trump administration in its first term to gain the upper hand on specific
geopolitical and trade issues. As we explained last month, we believe the true concern for Trump remains the
U.S.’s trade deficit with Canada.

Following the implementation of tariffs on Canadian goods on March 3, Canadian equities saw renewed weakness
as the reality sunk in. However, another Trump delay in implementation was announced on March 6 for those
goods covered under the existing USMCA trade agreement, creating further confusion and uncertainty. Canadian
leaders have responded with resolve, indicating retaliatory tariffs will remain in place and escalate until the original
tariffs are fully removed — not delayed. Market participants should also recall the possibility of the Canadian
government using tools to implement some form of economic stimulus through more favorable monetary or fiscal
policy to help soften the blow to the economy.

While vague and inconsistent threats of tariffs had been bandied about since prior to the U.S. election in early
November 2024, the targeted implementation of 25% tariffs on all goods and commodities from Canada except
for Canadian energy resources (as well as potentially other “critical minerals” and fertilizer products), which would
be subject to a 10% tariff, remain destabilizing threats for Canadian businesses and consumers.


https://www.clearbridge.com/blogs/2025/tariff-threats-hang-over-canadian-equities
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With the days of trusting trade deals in North America behind us, current additional U.S. threats include sector-
specific carveout targets with different timing for implementation, including steel and aluminum, lumber,
agriculture, automotive, the potential for additional U.S. reciprocal tariffs and a slew of additional Trump
administration trade reports due early April that could trigger further actions. Canadian manufacturing companies,
particularly those in automotive parts and consumer discretionary industries that directly export to the U.S., would
be most impacted by tariffs (barring any exemptions). Despite the fumbling U.S. implementation, the broad
potential impacts to the Canadian economy and second-order effects could be much further reaching. In addition,
uncertainty of this magnitude can be paralyzing for capital investment as companies deter investments and are
less likely to proceed with the marginal ambitious project.

Regardless of the details and timing of the current trade war, uncertainty and disruption are their own taxes that
do immediate damage.

Exhibit 1: Top Five U.S. Imports by Value from Canada and Mexico
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Note: Data from 2023; for Canada imports. U.S. goods returned and reimports are excluded. Source: U.S. Census Bureau, Bloomberg.
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