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Resumption of reciprocal tariffs to affect near-term performance of Taiex            
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Event 

The outcome of reciprocal tariff negotiations with the US, scheduled for July 9, is 

expected to exert a substantial influence on the near- to medium-term performance of 

the Taiex. 

Analysis 

Tariff rates tentatively agreed upon by the US range from 10% to 20% for general 

imports; targeted rates for specific sectors include 50% for steel & aluminum and 25% 

for automobiles. To date, the Trump administration has concluded preliminary tariff 

negotiations with only four countries. Among them, the UK has secured a tariff rate of 

10%, while Vietnam’s rate has been set at 20%. Under the provisions of the United States-

Mexico-Canada Agreement (USMCA), goods originating from Canada and Mexico benefit 

from a 0% tariff rate, with over 80% of their exports to the US meeting USMCA 

compliance standards. In addition, the US has implemented comprehensive tariffs 

targeting specific sectors, including a 50% rate on steel and aluminum and a 25% rate on 

automobiles. Tariff rates for semiconductors and pharmaceuticals remain under active 

discussion. Market consensus currently anticipates that the tariff rate applied to Taiwan’s 

exports will fall within the 15-20% range. Given that the effective global US tariff rate is 

also expected to align with this range, a 15-20% benchmark serves as a reasonable basis 

for monitoring and comparative analysis. 

Taiwanese manufacturers maintain globally distributed production capacity, 

necessitating attention not only to Taiwan’s own tariff rates but also to those of China 

and Southeast Asia as approximately 56% of Taiwanese manufacturing capacity is 

concentrated in China, followed by 26% in Taiwan and 15% in Southeast Asia.  

Outcome of tariff negotiations will affect Taiex performance near term. We have 

conducted a scenario analysis on the near-term impact of different tariff outcomes on 

the Taiex: While a tariff rate between 15% and 20% may be in line with market 

expectations, it could still exert downward pressure on stock prices. A tariff rate 

exceeding 15-20% would be interpreted as a bearish signal, potentially prompting a sharp 

sell-off in equities. A tariff rate below 15-20% would likely be seen as an upside surprise, 

which could drive a short-term stock rally. However, the level of tariffs primarily affects 

the near-term trend of Taiwan stocks. For the medium to long term, the focus should 

shift to how tariffs impact corporate earnings. 

10-20% tariff could result in a corresponding 10-20% decline in corporate earnings. The 

impact of 10-20% tariffs on Taiwan’s corporate earnings can be broken down into two 

main types: direct impact, which occurs when companies absorb the additional tariff 

costs themselves; and indirect impact, which arises when these costs are passed on to 

consumers through higher product prices. This often leads to weakened demand and a 

reduction in customer orders. 

Direct impact. If companies are unable to pass on tariff costs to downstream customers, 

they will inevitably have to absorb the costs themselves, which erodes profits. We 

estimate a 10% global US tariff would erode Taiwan corporate earnings by approximately 

10%. Similarly, a tariff rate of 15% and 20% would correspond to an earnings impact of 

15% and 20%, respectively. This estimate is based on the baseline scenario where 

Taiwanese companies exported approximately US$116.3bn (around NT$3.8tn) to the US 

in 2024. 
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Indirect impact. This impact is assessed based on the drag that tariffs may have on the 

overall economy. If the Trump administration imposes a blanket tariff of 10-20% globally, 

and potential retaliatory measures from other countries are taken into account, it is 

expected to reduce US GDP growth by 0.9-1.8ppts. In other words, US economic growth 

could fall from the current market forecast of 1.8% to 0.9%, with the most pessimistic 

scenario approaching zero growth. 

Looking back over the past 20 years, the US has experienced three notable periods of 

economic slowdown, during which the earnings of Taiex-listed companies were generally 

revised down significantly, between 13-26%. Therefore, if the trade environment 

deteriorates and affects end-market demand, Taiwanese companies may face not only 

cost pressures but also the risk of earnings downgrades due to weakening demand.  

Conclusion & top picks 

The outcome of tariff rate negotiations will directly influence the near-term performance 

of the Taiex, with a 15-20% tariff level serving as a key reference point. However, while 

the tariff rate mainly affects near-term market movements, the impact on corporate 

earnings will be key over the medium-to-long term. We estimate a final tariff of 10% will 

erode Taiex earnings by around 10%, while a 15-20% rate would correspond to a 15-20% 

earnings impact. We recommend investors prioritize undervalued, high-dividend stocks 

in 3Q25, shifting to AI-related sectors in 4Q25. 
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