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ABSTRACT

The global trading system is facing unprecedented strain. The resilience and
foundational principles of the trading system are being tested. This study analyzes
tariff announcements made in the lead-up to the current administration. These
announcements outlined plans to impose a 25% tariff on imports from Canada and
Mexico and 10% tariff on all U.S. imports, aiming to strengthen domestic industries
and rectify trade imbalances. This tariff plans are expected to impact U.S. wood sector
which is closely integrated with the Canadian and Mexican markets. Two scenarios
were modeled using the FOrest Trade Equilibrium Model (FOTEM), which utilizes a
general equilibrium model framework. The first scenario considered the U.S.
imposing tariffs without retaliation from Canada and Mexico, and the second scenario
considers a retaliatory measure by Canada and Mexico. The results show varying
impacts across countries. Notably, while Canada and Mexico face substantial declines
in GDP and sector outputs, the U.S. economy appears relatively insulated, with
minimal impacts on GDP. Most of the U.S. sectoral output declined after retaliatory
measures by Canada and Mexico, but the impact of the tariffs remains minimal. When
the dollar value of the wood sector is aggregated and considered, a retaliatory tariff
on the U.S. wood sector tends to severely worsen the overall U.S. wood output.
Significant decline in import volumes was observed and the potential for retaliatory
tariffs could disrupt the intricate interdependencies that define North American trade.
The tariff policies are anticipated to increase production costs, disrupt supply chains,
and negatively affect wood-dependent sectors, particularly the U.S. housing industry.
A balanced approach that promotes domestic growth while mitigating adverse effects
on trade partners may yield more favorable outcomes for all stakeholders in the wood
sector.
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