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Navigating Global Trade Amidst Rising International Economic and Political Risk

Brief Summary

With Donald Trump as president, politics and tariffs have significantly changed;
as a consequence; Nordic-American trade will be and is already affected. All these
major political changes will impact the world economy, and it remains to be seen how
China-EU trade relations will develop.

So far (February 2025), there have been threats of tariffs on Mexico, Canada, and China,
such as 25% on Mexican and Canadian goods (later another 10% on Mexican and
Canadian goods), 10% on Canadian petroleum, and 10% on all Chinese goods. Later in
February, global 25% steel and aluminum tariffs were announced, along with a 25% EU
tariff threat and plans for copper tariffs. On March 7th, tariffs on goods from Mexico and
Canada covered by USMCA were paused (~50% of trade). To sum up, tariffs are central
to the new Trump administration, and since actions are taken quickly, we don’t know
what is next. More than a plan for ‘reciprocal’ tariffs is expected to be published in the
near future.

Trump has favored tariffs from the start. Already back in 1988, Trump said, “America
is being ripped off. We’re a debtor nation, and we have to tax, we have to tariff, we have
to protect this country,” followed by “Our trade with China is more than just a little
one-sided” (2000) and “... am a Tariff Man. [ Tariffs] will always be the best way to max
out our economic power” (2025).

Trump is threatening tariffs to achieve political goals, which means leaving behind
traditional trade policy motivated by economic efficiency and informed by analysis
grounded in theory. Instead, the new US approach is motivated by fiscal goals and
political positioning, applying pressure for policy goals (fentanyl, illegal migration, and
the ‘border crisis’). It also works as political messaging (Trump as ‘dealmaker’, punishing
‘unfair’ partners) as well as raising revenue (‘$1 trillion’) and reducing trade deficits.

This creates high tension and explosive rhetoric - uncertainty and volatility needed
to create ‘deals’ with tariff threats that can be applied in almost any situation. With this
ongoing situation, a return to the pre-2016 era of free global trade is unlikely. We are
moving towards a rule-based world order to a multipolar one where geopolitical tension
will redefine economic relationships; trade within regional blocs will grow as barriers
between blocs rise, and cross-border investments and FDI are threatened by uncertainty.

The Nordic countries are exposed to US trade. The United States is a key trading
partner for all Nordic countries, with 5% of total trade volumes in goods. Finland and
Sweden are particularly exposed, with the US accounting for 9% of all goods exports —
Norway and Denmark less so at 5% and 2%. This also supports and accounts for many
jobs. Europe is in Trump’s crosshairs, and at least five factors mean EU tariffs are likely
to come at some point: hostility to EU institutions and values; significant US-EU trade
deficit; anti-trust, competition, and tax policy affecting US tech players; ‘reciprocal’
tariffs; tax and VAT climate policy.

The recent assessment of Trump tariffs by the Swedish National Board of Trade gives
an understanding of the impact on the Nordics. Although the impact on the Swedish
economy is relatively limited, exporters could be hit hard: Swedish exports to the US
could fall by 16%, as goods are redirected to the EU and other countries; manufacturing,
vehicles, and industrial machinery are most impacted; the Swedish economy is resilient,
with medium-term output decreasing by -0.1%.
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Brief Summary Continue

Could the EU respond to Trump’s tariffs by moving closer to China? Two
opportunities could enable an opening of China-Europe relations this year: the

EU is planning a Brussels summit to celebrate the 50th anniversary of EU-China
diplomatic relations on May 6th. There is a possibility to revive the paused EU-China
Comprehensive Agreement on Investment; a deal to improve investment conditions
between the EU and China; negotiations started in 2014 and were finalized in 2020 in
response to the first Trump trade war, which was paused after 2020 when Biden entered
the White House.

However, some factors also make it difficult, to mention five of them: EU-China political
friction; Chinese threat to strategic European industry; Russian threat and NATO; lack of
Chinese demand for EU exports.

Impact on the world economy: What will the future hold? The future is very
unpredictable. However, based on economic theory and past experiences, we expect
three things: continued escalation and political fireworks throughout the next 3-4
years; redirection of global trade, with import/export volumes shifting to intermediaries;

Key takeaways and actions
Risks are up, but new opportunities for value creation are emerging:

» Keep calm
— tariff levels and implementation timelines are highly uncertain, as are costs.

 Reassess trade exposure and build resilience:

Estimate tariff impact and identify key risks in supply chains and customer bases.
Explore diversification, near- and friendshoring, currency hedging, and new markets.
Develop backup plans and scenarios to manage risk.

» Invest in agility:

Leverage technology and flexible supply chain strategies to reduce cost and shorten
adjustment time.

 Turnrisk to value:
Utilize local production and secure supply chains as value-add for customers.
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