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USMCA

* Review July 1,2026

 Canada and Mexico ready to
renew, United States says no

* Business shifts supply chains to
USMCA compliance

* What is missing? Political
recommitment, updates to text




Canada and Mark
Carney

Elbows Up election, April 28, 2026

Plan A: A new Security and Economic Agreement

Plan B: USMCA review and renew
Plan C: No deal is better than a bad deal

Now what?




U.S. Tariffs Currently
Applied to Canadian Goods

Today, Canadian exports face a 10 percent Section
301 tariff where they do not qualify for USMCA
treatment; new 50 percent Section 338 tariffs on
specified Canadian products; and an expanding
series of Section 232 sectoral tariffs covering
metals, vehicles, lumber and wood products,
semiconductors, and certain pharmaceuticals.




U.S. Tariffs Currently Applied to Canadian Goods: Sections 301 & 338

Authority Products / Scope

Effective

Section 301 Most Canadian goods not qualifying for USMCA preferential 10%
Trade Act of 1974 treatment; specified exclusions apply °
Section 338 Specified Canadian products targeted in actions concerning 50
Tariff Act of 1930 alcoholic beverages, dairy & motor vehicles °

Key distinction:
e USMCA-originating goods are exempt from the Section 301 tariff, but not from Section 338.
e The previous IEEPA tariffs and temporary Section 122 tariff are no longer in effect.

Current as of August 31, 2026. Prepared for presentation use.

July 24, 2026

Aug. 22, 2026



U.S. Tariffs Currently Applied to Canadian Goods: Section 232

Steel, aluminum & copper, including specified derivatives 15-50%; some U.S.-content products 10% Apr. 6, 2026

Passenger automobiles 25%; USMCA vehicles: non-U.S. content only Apr. 3, 2025

Automobile parts 25%; qualifying USMCA parts currently exempt May 3, 2025

Medium/heavy trucks & specified parts 25%; USMCA content rules/exemptions apply Nov. 1, 2025
Buses 10% Nov. 1, 2025
Softwood timber & lumber 10% Oct. 14, 2025
Upholstered wooden furniture 25% Oct. 14, 2025
Kitchen cabinets & vanities 25% Oct. 14, 2025
Certain advanced semiconductors & derivatives 25%; substantial end-use exemptions Jan. 15, 2026
Certain patented pharmaceuticals & ingredients Up to 100%; specified exemptions July 31, 2026

Section 232 measures are sectoral tariffs that apply to Canadian exports; exemptions and content rules vary by product.



Canada Retaliates

Canada currently maintains 25 percent retaliatory
tariffs on U.S. steel, aluminum, and automobiles.
On September 8, it will expand its retaliation to

C$27.6 billion of U.S. goods, imposing tariffs of 15,

25, or 50 percent designed to match the
corresponding new U.S. tariffs rate for rate.
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And without them, what friends do we have left?
By SIMON VAN ZUYLEN-WO0OD



U.S. Tariffs Currently Applied to Canadian Goods: Section 232

Steel, aluminum & copper, including specified derivatives 15-50%; some U.S.-content products 10% Apr. 6, 2026

Passenger automobiles 25%; USMCA vehicles: non-U.S. content only Apr. 3, 2025

Automobile parts 25%; qualifying USMCA parts currently exempt May 3, 2025

Medium/heavy trucks & specified parts 25%; USMCA content rules/exemptions apply Nov. 1, 2025
Buses 10% Nov. 1, 2025
Softwood timber & lumber 10% Oct. 14, 2025
Upholstered wooden furniture 25% Oct. 14, 2025
Kitchen cabinets & vanities 25% Oct. 14, 2025
Certain advanced semiconductors & derivatives 25%; substantial end-use exemptions Jan. 15, 2026
Certain patented pharmaceuticals & ingredients Up to 100%; specified exemptions July 31, 2026

Section 232 measures are sectoral tariffs that apply to Canadian exports; exemptions and content rules vary by product.



A Trade Civil War?

Retaliation to include firms that are USMCA
compliant following the rules

Uncertainty impacts investment, new hires

Unpacking impacts along supply chains

Escalation risk
Role of U.S. courts versus USMCA

HELP AMERICA

FIGHT THE CANADIANS
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USMCA Initiative

e USMCA Tracker

e State and Provincial Trade Data

« USMCA Scenarios with the University of
Calgary

* Brookings Trade Lab
e USMCA Forward —annual in March




USMCA: Shelter in the Storm

Share of exports to the United States meeting USMCA rules of origin

MEXICO CANADA

49.5% — 76.1% 35.9% — T78.7%

Dec. 2024 July 2025 Dec. 2024 July 2025

When tariffs increased, firms used USMCA.
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Making North America's Economy Visible
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NUEVO LEON

The United States-Mexico-Canada Agreement (USMCA) governs trade among the US, Canada and Mexico worth
around 1.8 trillion dollars, where each country is each other’s largest exports partners, supporting around 17 million
jobs. The Brookings USMCA initiative measures the effectiveness and implementation of the USMCA, as well as its
impact on the policies and economies of the partner nations through forward-looking research, data, and analyses.
"

QUEBEC EXPORTS OF ALL GOODS

The United States-Mexico-Canada Agreement (USMCA) governs trade among the US, Canada and Mexico worth
around 1.8 trillion dollars, where each country is each other’s largest exports partners, supporting around 17 million
jobs. The Brookings USMCA initiative measures the effectiveness and implementation of the USMCA, as well as its
impact on the policies and economies of the partner nations through forward-looking research, data, and analyses.

The United States-Mexico-Canada Agreement (USMCA) governs trade among the US, Canada and Mexico worth
around 1.8 trillion dollars, where each country is each other’s largest exports partners, supporting around 17 million
jobs. The Brookings USMCA initiative measures the effectiveness and implementation of the USMCA, as well as its
impact on the policies and economies of the partner nations through forward-looking research, data, and analyses.

NUEVO LEON EXPORTS OF ALL GOODS

ILLINOIS EXPORTS OF ALL GOODS
Rest of World:
Canada: $30B USD $62B USD $6.38 USD $60B USD
$1SB uUsD Illinois exports of all goods to Rest of world: Quebec exports of all goods to the % Nuevo Ledn exports of all goods to
57,075 jobs supported Canada and Mexico. $23B USD United States and Mexico. Canada: Canada and the United States.
Ush: $2.1B USD USA: 91%
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$54B USD inois' Mexico: 1% ; of all Quebec's goods exports are 672,492 jobs supported of all Nuevo Ledn's goods exports
Mexico: of all lllinois' goods exports are to 72% 330,634 jobs supported N v are to Canada and the United
$IZB Usb Canada and Mexico. $1.2B usD to the United States and Mexico. 86% States.
6,355 jobs supported
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ILLINOIS TOP GOODS EXPORTS TO USMCA PARTNERS

QUEBEC TOP GOODS EXPORTS TO USMCA PARTNERS
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Raw aluminum Aircraft Turbines & parts. Raw aluminum Car parts Pork Computers Car parts Cars Cars Computers Engine parts
Non-crude oil Medicaments Farm machinery Corn Medical tools Car parts
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#1 GOODS EXPORT TO USMCA PARTNERS

For Nuevo Ledn, computers accounted for 11% of goods exports to USMCA partners in 2025.
Nationally, 16% of exports to Canada and the United States were computers.

For Quebec, raw aluminum accounted for 9% of goods exports to USMCA partners in 2025.
For lllinois, non-crude oil accounted for 5% of goods exports to USMCA partners in 2025. Nationally, just 2% of exports to the United States and Mexico were raw aluminum.
Nationally, 7% of exports to Canada and Mexico were non-crude oil. 9% 11%
5%
articles/usmca-trade-tracker
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All data are for 2025 Explore more data at: https://www.brooki d
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What Brookings Is Building

SEE IT TESTIT SHAPE IT

50 STATES - 50 DAYS USMCA SCENARIOS USMCA FORWARD 2027
USMCA Tracker Economic modeling China < Al « Environment
Make North America's Test alternative Develop ideas for
economy visible futures what comes next

See the evidence. Test the choices. Shape what comes next.
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