Academic criticises flawed tariff calculations used by Trump administration
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An academic whose research significantly influenced the tariff rates implemented during Donald Trump's presidency has publicly stated that the calculations used by the White House were flawed. Brent Neiman, a professor of economics at the University of Chicago, expressed his concerns after the unveiling of the tariffs on imported goods during a ceremony described as "Liberation Day" held in the White House Rose Garden last week.
Neiman, alongside his colleagues, published a paper titled "Tariff pass-through at the border and at the store: Evidence from US trade policy," which was referenced by the Office of the US Trade Representative to justify the new tariff rates. In an opinion piece published in the New York Times, Neiman asserted that the Trump administration misinterpreted the methodology of their research. He remarked, "But they got it wrong. Very wrong," reflecting his astonishment at the scale of the tariffs compared to their findings.
The tariffs, which are expected to impact various nations exporting to the US, caused immediate upheaval in global financial markets. Following the announcement, stock indices around the world experienced significant declines, with the Dow Jones Industrial Average plummeting by 2,230 points, or 5.5 percent. Similarly, the S&P 500 dropped by six percent. Major European markets were also affected, with the FTSE 100 closing down by 4.4 percent, Germany's DAX decreasing by 4.1 percent, and France's CAC 40 falling by 4.8 percent.
Neiman emphasised that the rates imposed by the Trump administration should be significantly lower, potentially as much as 25 percent less than currently enforced. He questioned the rationale behind the 25 percent figure that has been adopted in the tariffs, stating, "Where does 25 percent come from? Is it related to our work? I don't know." His position reflects a broader concern among economists regarding the implications of such high tariffs on the economy, which could lead to increased tensions in international trade relations.
In response to the backlash against the tariffs, President Trump has indicated that his administration will continue to pursue aggressive trade policies. He has threatened to impose additional tariffs on China, potentially leading to cumulative tariffs exceeding 100 percent on select goods. Such an escalation could place further financial strain on US consumers and importers, raising concerns about inflation and economic stability.
As the situation evolves, the ramifications of the tariffs continue to ripple through domestic and global markets, leaving many economic experts scrutinising the administration’s approach and its long-term consequences.
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