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Impact on international supply chains.

Exporters Brace
pact: Strategies
unter Trump's
)rocal Tariffs

The introduction of President Trump's reciprocal tariffs marks a seismic shift in global trade
dynamics, particularly for exporters in the Asia-Pacific (APAC) region. These tariffs, aimed at
equalising trade imbalances, impose significant duties on goods from nations with high tariffs
on U.S. exports. For APAC economies, which rely heavily on export-driven growth, this policy
threatens to disrupt supply chains, inflate costs, and erode competitiveness in key markets.

The Executive Order introduces a 10% rate to all
imports starting Saturday (April 5) and "Reciprocal”
rates from April 9.

The new tariffs are generally additive on top of
existing tariffs, such as U.S. MFN tariffs. Many
Chinese products, for example, will now be subject
to a 25% Section 301 tariff, 20% "fentanyl" tariffs;
and now a 34% "discounted reciprocal tariff," plus
whatever the US MFN rate is. E.g., total tariffs

of 79%-+.

As businesses brace for these challenges, exploring
duty mitigation strategies becomes essential to
safeguard profitability and maintain market access.

Tariff impact

The reciprocal tariffs are an ad valorem tariff
imposed as a percentage of goods value, vary
across countries based on existing trade imbalances
and protectionist policies.

Australia 10%
Bangladesh 37%
Brunei 24%
Cambodia 49%
China 34%
India 27%
Indonesia 32%
Japan 24%
Laos 48%
Malaysia 24%
Myanmar 45%
Pakistan 30%
Philippines 18%
Singapore 10%
Sri Lanka 44%
South Korea 26%
Taiwan 32%
Thailand 37%
Vietnam 46%
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Considerations:

When developing long-term trade strategies,
companies must recognize that reciprocal tariff
rates are inherently fluid and subject to change
based on ongoing negotiations between countries
and the U.S. While a country like Singapore may
currently maintain a 10% reciprocal tariff rate
compared to Cambodia’s 49%, these figures are
not static and could shift as nations work to address
trade imbalances. Basing major business decisions
solely on current tariff structures risks overlooking
the volatility of trade policies, particularly as

political leadership — such as potential adjustments
by President Trump — can influence tariff rates in
response to diplomatic or economic negotiations.

A comprehensive strategy should incorporate
flexibility, scenario planning, and an understanding
of broader regulatory and economic trends rather
than fixating on tariffs that may be revised in the
short term.

Duty Mitigation Strategies

Exporters in APAC are looking for ways to remain
competitive, we visit some strategies that can be
used in collaboration with your customers which
may be able to mitigate the effect of these duties
on goods imported into the United States.

Product exclusion process

The new Executive Order does not contain
provisions for the exclusion of reciprocal tariffs,
there, are however two major exceptions to the
new tariffs. First, products that are subject to 232
tariffs, such as steel and aluminum, and autos
and auto parts, or to planned 232 tariffs, such

as pharmaceuticals and semiconductors, are
*exempt* from the additional reciprocal/universal
baseline tariffs.

Here are some examples of tariffs that are
exempt from the duties.

e.g.

Pharmaceuticals — 30024100 Vaccines for
human medicine

Semiconductors — 85423100 Electronic
integrated circuits: processors and controllers.

Kindly refer to the link below for a detailed list.

Annex-I1l.pdf

US Content

For products that include US content, the US content
is exempt from the new tariffs, if the US content is at
least 20% of the value of the imported product. E.g.,
a Korean car that includes 30% US content will only
be tariffed at 70% of the import price. “U.S. content”
refers to the value of an article attributable to the
components produced entirely, or substantially
transformed in, the United States.

Strategic Approaches to Reducing Dutiable
Landed Costs

In the short term, companies can explore strategic
solutions to minimise their dutiable landed

cost when exporting to the U.S. Two effective
mechanisms include utilizing the "first sale for
export" principle, which allows importers to declare
the transaction value based on the initial sale

in a multi-tiered supply chain, thereby reducing
the customs value subject to duty. Additionally,
leveraging the provisions of HTS 9802.00.80 can
enable companies to pay duty only on the value

of processing performed outside the U.S., rather
than on the full value of the re-imported goods.
Implementing these strategies requires careful
documentation and compliance, but they can offer
immediate cost savings while businesses navigate
broader trade considerations.

First sale for export

The primary method for determining the value

for Customs purposes of imported goods is the
"transaction value". The transaction value of
imported goods is the actual price paid or payable
for the goods when it is sold for exportation to

the United States (subject to certain statutory
adjustments). In most instances, that price is the
total amount paid or payable by the United States
importer to the foreign seller for the goods.


https://www.whitehouse.gov/wp-content/uploads/2025/04/Annex-II.pdf

In a multi-tier procurement structure, however, it
may be possible to reduce the customs value of
goods imported from a country with a high tariff
rate, and therefore the amount that will be subject
to those duty rates, based on the "first sale for
export”. The opportunity to mitigate the effect of
the reciprocal duties on imported APAC goods may
therefore arise in circumstances in which an APAC
manufacturer sells the goods to an intermediary

in a third country, and that intermediary resells

the goods to the United States importer. In those
circumstances, the manufacturer's price of sale

to the intermediary, rather than the intermediary's
higher resale price to the United States importer,
may constitute a bona fide transaction value for
United States customs purposes when the goods
are imported into the United States.

9802.00.80 Duty preference

If a product does not meet the minimum 20% U.S.
content requirement, exporters may still explore
the option of utilising the duty preference under
9802.00.80.

Subheading 9802.00.80, HTSUS establishes

a special duty preference for certain imported
goods assembled abroad from United States
origin fabricated components. Ad valorem duties
on imported products that meet the requirements
of subheading 9802.00.80 are assessed on the

full customs value of those imported products, less
the value of the United States origin components.
Subheading 9802.00.80, HTSUS may, therefore,
provide some reciprocal duty mitigation for products
assembled in an APAC country from United States
origin components that meet the requirements

of that United States tariff provision and the
implementing provisions of the CBP Regulations.

Duty drawback
Section 313 of the Tariff Act of 1930, and Part 191
of the CBP Regulations, 19 authorize the drawback

of duties paid on importation of goods into the United
States when that good is subsequently exported
either:

1. asincorporated into products manufactured in
the United States (i.e., manufacturing
drawback); or

2. in the same condition as originally imported (i.e.,
unused goods or same condition drawback).

The drawback statute allows the recovery of 99
percent of the duties originally paid on the imported
goods, when the goods are subsequently exported,
subject to the various conditions and requirements
of the CBP Regulations.

Impacts beyond the US markets

Tariff increases on products from APAC are
expected to cause trade deflection, diverting APAC
and Rest of World exports from the U.S. market to
other regions, including the EU. This could trigger
protective measures within the EU and other
countries (i.e., anti-dumping or countervailing duties)
as they seek to manage the influx of redirected
goods, potentially leading to increased competition
and pricing pressures on local producers.

How we can help

The imposition of reciprocal tariffs on all products
exported from APAC presents enormous financial
and compliance challenges for companies and their
United States customers that rely upon them as key
elements of their supply chains.

Our supply chain tax experts can help you to
possibly mitigate the impact of these duty increases
by means of careful analysis of existing and
potential supply chains and consideration of

how any or all the foregoing and other mitigation
strategies might be applied to your manufacturing
and procurement operations.
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About our tax alerts

KPMG’s tax alerts highlight the latest tax developments, impending change to laws or regulations, current practices and potertial
problem areas that may impact your company. As certain issues discussed herein are time-sensitive, it is advisable to make plans
accordingly.

Tax alerts are issued exclusively for the information of clients and staff of KPMG Services Pte. Ltd. and should not be used or relied
upon as a substitute for detailed advice or a basis for formulating business decisions. Read more of KPMG in Singapore's insghts and
perspectives here.
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