
 

 
◆ The US has announced a 10% baseline tariff effective from 5 April, 

along with individual reciprocal tariffs of up to 49% on some economies 

from 9 April 

◆ US tariffs are rising in a way that FX markets deem to be a concern 

◆ With US tariff plans known, the FX focus will likely switch to retaliation 

measures by others and how the US and global economy evolves 
 
In the lead up to, and on, 2 April 2025, i.e., “Liberation Day”, US President Donald 
Trump announced the US will: (1) implement a 10% baseline tariff on all imports 
effective from 5 April, (2) subsequently implement higher individual reciprocal duties 
on partners the US has the largest trade deficits with (see the table below) effective 
from 9 April, and (3) impose a 25% tariff on imports of automobiles effective from 3 
April, along with a 25% tariff on imports of autos parts that will take effect by 3 May. 

For Canada and Mexico, the White House said that existing fentanyl/migration 
International Emergency Economic Powers Act (IEEPA) orders remain in effect and 
are unaffected by the latest announcements. United States–Mexico–Canada 
Agreement (USMCA) compliant goods will continue to see a 0% tariff, non-USMCA 
compliant goods will see a 25% tariff, and non-USMCA compliant energy and potash 
will see a 10% tariff. 

Individual reciprocal US tariff rates, for key markets 

 Tariffs changed to the US, including 
currency manipulation and trade barriers 

US discounted reciprocal tariffs 

Australia 10% 10% 
Argentina 10% 10% 
Brazil 10% 10% 
Mainland China 67% 34% 
Chile 10% 10% 
Colombia 10% 10% 
Indonesia 64% 32% 
India 52% 26% 
Israel 33% 17% 
Japan 46% 24% 
South Korea 50% 25% 
Malaysia 47% 24% 
Philippines 34% 17% 
Saudi Arabia 10% 10% 
Singapore 10% 10% 
Switzerland 61% 31% 
Taiwan 64% 32% 
Thailand 72% 36% 
United Kingdom 10% 10% 
Vietnam 90% 46% 
European Union 39% 20% 

Source: The White House 

 

As for FX markets, we believe there was truly little priced into exchange rates given 
the range of outcomes and how the US Dollar Index (DXY) was largely moving in 
line with its yield differential (Chart 1, overleaf). The DXY dropped by c0.7% to 103.1 
(Bloomberg, 3 April 2025 at 9:45am HKT) and we believe the main FX driver is 
likely to come through the risk channel (Chart 2, overleaf). In a “risk off” 
environment, “safe haven” currencies are likely to outperform “risk on” currencies.  
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One important issue for the broad USD, which could take a few weeks, if not longer, to 
decipher, relates to US and global growth. The path of each will determine whether the USD 
can strengthen further, becomes bifurcated or stages a continued fall across the board. So, we 
need to be mindful of currencies that are more closely linked to the US economy (Chart 3), and 
how others could perform as the market anticipates the path for global growth. Relative 
performance may also hinge on how (or if) countries retaliate, how long it takes to 
negotiate an exit from US tariffs, and how their economy is placed to weather the tariff damage 
in the meantime. 

3. Exposure to a slowdown in the US economy 

 
Source: Bloomberg, HSBC 

 

The tariff plan announced for Asia is also arguably more punitive than expected − all except 
Singapore face more than 10% reciprocal tariffs, ranging from 24% to 46%. We expect Asian 
currencies to come under depreciation pressure as a result.  USD-CNY fixing rate is 
relatively steady at 7.1889 today, and as the trading is allowed within 2% of the fixing rate, the 
trading band range is 7.0451 to 7.3327 (Bloomberg, 3 April 2025). We believe the Chinese 
authorities have their own motivations for keeping USD-RMB reasonably stable, but some 
moderate and gradual adjustment may still be warranted to alleviate the impact on exporters. 
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   1. DXY and its yield differential  2. Sensitivity to risk sentiment 

 

 

 

Source: Bloomberg, HSBC 
 

Note: Correlation is computed based on weekly changes in the period from 2014 to 
2025. 
Source: Bloomberg, HSBC 
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appropriateness of the information, having regard to their objectives, financial situation and needs. If necessary, seek professional 
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Certain investment products mentioned in this document may not be eligible for sale in some states or countries, and they may 

not be suitable for all types of investors. Investors should consult with their HSBC representative regarding the suitability of the 

investment products mentioned in this document and take into account their specific investment objectives, financial situation or 

particular needs before making a commitment to purchase investment products.   

The value of and the income produced by the investment products mentioned in this document may fluctuate, so that an investor 
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that could equal or exceed the amount invested.  Value and income from investment products may be adversely affected by 

exchange rates, interest rates, or other factors.  Past performance of a particular investment product is not indicative of future 

results. 
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Whether, or in what time frame, an update of this analysis will be published is not determined in advance. 

Additional disclosures 
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2 All market data included in this report are dated as at close 02 April 2025, unless a different date and/or a specific time of 

day is indicated in the report. 

3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its 
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payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the 

price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument, 
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