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Overview of the talk
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Outline

• Tariffs: A Primer
• Trump’s tariffs 2.0
• POTUS, TACO and Tt2.0 consequences

• Uncertainty
• Financial markets
• The dollar and long terms US government bonds
• The Grievance doctrine and the US Current Account
• CA = S - I
• Productivity
• Openness

• What’s next
• What trade economists have to say?
• Best strategies
• Multi-level games and Geoeconomics
• Rules of law
• The end of multilateralism?
• de-Globalization?

• Open discussion
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Tariffs: A Primer
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Free trade: Partial equilibrium
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Free trade: Welfare maximization
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Tariff: Small country case
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Tariff: Large country case
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Tariff: A Prohibitive tariff leads to Autarky
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Tariff: extra stuff

• Partial equilibrium results can be generalized to General equilibrium
• Exceptions: (1) optimal tariff with no retaliation; (2) infant industry
• Relevant elements:

• Intermediate goods and I-O linkages
• Elasticities of substitution
• Pass-through, mark-ups and inflation
• Fragmentation of production and FDI
• Delocalization and Third country effect
• Trade and Services
• Long-term consequences of de-specialization (e.i. innovation)
• Selection effect and market concentration (e.i. small firms exit)
• Tariffs as regressive taxes

• Policy space
• Violations of WTO rules: sectoral and country discrimination
• Potential violation of domestic rules: International Emergency Economic

Powers Act (IEEPA) vs Articles 201, 232, 301
• Retaliation

Luca De Benedictis US trade policy and the new wave of de-Globalization 11



Trump’s tariffs 2.0
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Tt2.0

April 2nd, 2025: "Liberation day" and "Reciprocal Tariffs."
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Tt2.0

April 2nd, 2025: Where do "Reciprocal Tariffs" come from?

Luca De Benedictis US trade policy and the new wave of de-Globalization 15



Tt2.0

April 2nd, 2025: The algebra of "Reciprocal Tariffs."
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Tt2.0

April 2nd, 2025: Directionality in "Reciprocal Tariffs."
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Tt2.0 in historical context

Source: IMF (2025).
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US-China tariffs ping pong announcements

Source: PIIE (2025); Chad Bown:
https://www.piie.com/research/piie-charts/2019/us-china-trade-war-tariffs-date-chart.

Luca De Benedictis US trade policy and the new wave of de-Globalization 19

https://www.piie.com/research/piie-charts/2019/us-china-trade-war-tariffs-date-chart


POTUS, TACO and Tt2
consequences
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Uncertainty

Source: IMF (2025).
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Financial markets

Source: IMF (2025).
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The dollar and long term US government bonds

Source: IMF (2025).
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The Grievance doctrine and the US Current Account

Source: IMF (2025).
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CA = S - I

The fundamental identity in macroeconomics links the current account (CA) to
national saving (S) and investment (I). This identity is derived from the national
income identity in an open economy:

Y = C + I + G + CA (1)

where: Y = national income (GDP), C = consumption, I = investment, G =
government spending, CA = net exports (exports − imports).

National saving is defined as:
S = Y − C − G (2)

Substituting this into the income identity:

Y − C − G = I + CA (3)

S = I + CA (4)

⇒ CA = S − I (5)

US case:

• If the country is a net borrower from the rest of the world (S < I), it runs a
current account deficit.
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CA = S -I

Source: IMF (2025).
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Productivity

Source: IMF (2025).
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Openness

Source: IMF (2025).
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What’s next
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What’s next

• What’s next
• What trade economists have to say?
• Best strategies
• Multi-level games and Geoeconomics
• Rules of law
• The end of multilateralism?
• de-Globalization?
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What trade economists have to say? Richard Baldwin

Source: https://www.linkedin.com/in/richard-baldwin-imd/.
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What trade economists have to say? Caliendo, Kortum and Parro

Source: NBER.
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What’s that next generation of economist can do

• What’s next
• What trade economists have to say?

• Topics for future research
• Political uncertainty in economic models: theory and empirics
• Best strategies
• Pareto optimality and relative gains
• Multi-level games and Geoeconomics
• The end of multilateralism (rules of law)

• Global public goods and fairness
• Global issues: environment and global warming; migration;

pandemics; AI and technological shocks; anti-trust
• de-Globalization? Winners and losers (and measurement).

• China
• A trade regime without the US
• EU: cohesion, leadership and the role of the Euro
• Emerging countries and LDCs
• Services
• Shocks: Financial crisis, Covid19, International conflicts
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Open discussion
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