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Tariffs are back: What do they mean for firms?

After decades of low trade barriers
— the U.S. started increasing import tariffs in 2018
— and again in 2025

Many open questions about their effects:

— pass-through into consumer prices
— real effects on employment or investment
— effects on firms’ profitability and financial conditions

v

v

v

Firm-level decisions are relatively understudied
Q: What is the impact of tariffs on US firms’ outcomes?
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What we do

1. We build firm-level exposure measures for both tariff episodes

— Combine multiple datasets to construct import and export tariff exposures
— Three channels:
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e Supplier cost: suppliers import tariffed goods

o Export retaliation: foreign governments retaliate with tariffs on U.S. goods
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What we do

1. We build firm-level exposure measures for both tariff episodes

— Combine multiple datasets to construct import and export tariff exposures
— Three channels:

e Direct import cost: firm imports tariffed goods
e Supplier cost: suppliers import tariffed goods
o Export retaliation: foreign governments retaliate with tariffs on U.S. goods

2. We validate those measures with stock returns and earnings calls

3. We trace effects on sales, costs, profits and investment
4. Main messages:
— 2025 is bigger and broader

— supplier exposure is more pervasive than direct importing
— sales and costs decline, while profits and investment barely move

e This holds across all channels
e No significant differences in qualitative patterns between 2018 and 2025
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Related Literature

» Pass-through: tariffs show up quickly in prices
Amiti et al. (2020); Cavallo et al. (2020, 2025); Fajgelbaum et al. (2020); Barbiero et al. (2026); Stumpner et
al. (2025)

» Reallocation: firms and supply chains adjust sourcing and trade flows
Handley et al. (2025); Gopinath et al. (2025); Fajgelbaum et al. (2025); Freund et al. (2025); Alfaro et al.
(2025); Flaaen et al. (2025)

» Real effects: returns, investment, and employment weaken after tariff shocks
Amiti et al. (2023); Flaaen—Pierce (2024)

» Our paper

— measures firm exposure to tariffs

— validates those measures
— studies their effects on sales, costs, profit, and investment
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Data and exposure construction
Stylized facts: 2018 vs. 2025
Validation: markets and managers
Effects on firm outcomes
Conclusion
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Panijiva: bill-of-lading data for firm-product-country imports
e Maritime imports + non-maritime Mexico trade
U.S. Census: monthly duties paid and imports
e construct observed HS-country tariff rates (A7ep,)
Compustat: quarterly outcomes for public firms
CRSP: stock returns around tariff-announcement dates
Earnings-call transcripts: tariff mentions and sentiment
FactSet Supply Chain: suppliers of listed firms
FactSet GeoRev: foreign revenue exposure for retaliation

» Sample focus:

— public firms, quarterly frequency
— balanced panels around 2018 and 2025 episodes

e 2016—2019 for 2018 episode
e 20232025 for 2025 episode

» Today: observed tariffs only
— Statutory rates give similar results
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How We Construct Firm-level Exposures

» Pre-shock weights at #, € {2017,2024}
» Import cost: firm-specific tariff change scaled by pre-shock variable costs

PP Zp ImportSprJO ATept
COGSy 4,

Import Cost; ; =
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How We Construct Firm-level Exposures

» Pre-shock weights at #, € {2017, 2024}
» Import cost: firm-specific tariff change scaled by pre-shock variable costs

Yoo Zp Importsp 1, ATep,t

Import Cost; ; = COGS,
50

» Suppliers’ cost: average of suppliers’ tariff exposure scaled by supplier sales

1 Z e zp Inrlportsscp’lf0 ATep t

Suppliers’ Cost; ; = ——
ppl f,t #Sf,tg . Saless,to

€St 1,

» Export retaliation: foreign-revenue-weighted tariff on the firm’s primary industry

*
> ¢ Revenuer ¢ 1, ATf(,-)’t

Export Retaliation; ; =
’ > - Revenuer
c ,Clo
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Stylized Facts



Fact 1: 2025 Is Much Bigger

Average exposure (%) 2018 2025

A tariff rate 3.46 14.06
Direct import cost 0.10 0.54
Supplier cost 0.05 0.22
Export retaliation 0.34 0.59

» 2025 is much bigger on average

7121



Fact 1: 2025 Is Much Bigger

Import Cost

Supplier Cost

Export Retaliation

Manufacturing - * o
Wholesale Trade -j*®
Retail Trade - o
Mining -
Utilities
Agriculture
Other Services
Construction -
Transportation -
Real Estate
Arts & Recreation -
Health Care
Information
Prof. Services -
Acc. & Food Svc.
Support Services -
Education -
Finance
Unclassified 4 ® .

T
0% 0.2% 0.4%

e 2018

» The increase is broad across industries and channels

0%

0.2%

2025

0.4%

0%

T
1.0%

1.7%
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Fact 2: Supplier Exposure Is Broader Than Direct Importing

Share with exposure (%) 2018 2025
Direct import cost 385 48.8
Supplier cost 63.7 68.4
Export retaliation 24.3 23.9

» Most firms have an affected supplier
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Fact 2: Supplier Exposure Is Broader Than Direct Importing

Import Cost

Supplier Cost

Export Retaliation

Manufacturing |
Wholesale Trade
Retail Trade
Mining -

Utilities
Agriculture
Other Services
Construction -
Transportation |
Real Estate -

Arts & Recreation -
Health Care
Information -

Prof. Services -
Acc. & Food Svc.
Support Services -
Education -
Finance -
Unclassified

0%

25% 50% 75% 100%

e 2018

0%

25% 50% 75% 100%

(]

2025

0%

25% 50% 75% 100%

» Supplier exposure is broader than direct importing across industries
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Fact 3: Exposure and Firm Size

Episode Employment size bin Import cost Supplier cost Retaliation

2018  p0-50 0.05
p50-75 0.13
p75-90 0.17
p90-100 0.21
2025  p0-50 0.36
p50-75 0.67
p75-90 0.85
p90-100 0.83

0.03
0.03
0.03
0.04

0.25
0.15
0.20
0.20

0.08
0.20
0.27
0.30

0.40
0.62
0.89
1.05

» Bigger firms import more and sell more abroad
» Supplier exposure is broad at every size
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Validation



What We Validate

» Validation I: do managers talk more about tariffs when exposure is higher?

— tariff, negative, and risk mentions in earnings-call text
— cross section: regress mentions on firm exposures
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What We Validate

» Validation I: do managers talk more about tariffs when exposure is higher?

— tariff, negative, and risk mentions in earnings-call text
— cross section: regress mentions on firm exposures

» Validation II: do markets price tariff exposure?

— 1-day CRSP returns around tariff-announcement dates
— parent-firm returns aggregate subsidiaries by market-cap weights
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Validation I: Earnings Calls, Time Series
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» Tariff mentions jump when tariffs hit
» The 2025 spike is bigger
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Validation I: Earnings Calls, Cross Section

2018 Episode

2025 Episode

(1) (2) )

(4)

(5)

(6)

Exposure Negative Risk Exposure Negative Risk
Import Cost 0.315***  0.380*** 1.008***  0.090***  0.105"** 0.247***
(0.034)  (0.047)  (0.142)  (0.006)  (0.010)  (0.026)
Suppliers’ Cost 0.962***  1.160"** 3.334***  0.053*** 0.067"** 0.144™
(0.161)  (0.232)  (0.595)  (0.019)  (0.026)  (0.069)
Export Retaliation ~ 0.078***  0.127*** 0.276*** 0.029***  0.039*** 0.122***
(0.025)  (0.037) (0.075)  (0.004)  (0.007)  (0.024)
R? 0.104 0.095 0.114 0.210 0.141 0.090
Firms 2,804 2,804 2,804 2,462 2,462 2,462
» Higher exposure means more tariff mentions
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Validation Il: Stock Returns

2018 Episode 2025 Episode
() 4)

Returnsy Returns;
Import Cost -0.069*** -0.020***
(0.012) (0.004)
Suppliers’ Cost -1.038*** 0.025
(0.287) (0.055)
Export Retaliation -0.063*** -0.010***
(0.011) (0.003)
R? 0.039 0.019
Firms 2,745 2,334

» More exposed firms underperform on tariff news
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Effects on Firm Outcomes



Empirical Strategy

» We estimate

Viteh — Yri1 = ar + aip + I'Zp + BIC Import Costy , + B5¢ Suppliers’ Costy
+ 847 Export Retaliation; ; + ef.¢1n

— firm fixed effects and industry-time fixed effects
— Z; y:four lags of outcomes and shocks
» We exploit variation across firms within industries

» Dependent vars: sales, variable costs, profits, and investment
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Result 1: Direct Import Costs Move Sales and Costs Together

(a) Sales Response (b) Costs Response

2.0 2.0
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Quarters after Shock Quarters after Shock

» Both sales and costs decline after a direct import shock, especially in 2025
» For the average exposed firm in 2025
— sales decline by 0.92%

— variable costs decline by 0.66% o



Result 2: Supplier Exposure Moves Sales and Costs Too

(a) Sales Response (b) Costs Response
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Quarters after Shock Quarters after Shock

» Both sales and costs decline after a supplier cost shock, especially in 2025
— Inline with the direct import cost channel

» For the average exposed firm in 2025
— sales decline by 0.85%

— variable costs decline by 0.4% 18721



Result 3: Retaliation Is Narrower but Still Inportant

(a) Sales Response
10.0

—e— 2018 —— 2025
7.51

5.01
2.5
0.0

Response, %

-2.54
=5.0 1

=7.51

-10.0

0 1 2 3 4 5 6
Quarters after Shock

Response, %

10.0

7.51
5.0 1

2.5

0.0

-2.5
—5.0 1

-7.5

-10.0

(b) Costs Response
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» Retaliation tends to push sales and costs down together
» Estimates are directionally consistent, but noisier, especially for 2025

» For the average exposed firm in 2025
— sales decline by 0.78%
— variable costs increase by 0.5%

19/21



How Should We Read These Results? Work in Progress

» What do typical trade models predict?
» Constant-markup models predict sales and variable costs move together

— With sufficiently elastic demand, both can decline after an input-cost shock
— The model then predicts profit margins barely move

» So far, the results are in line with typical models

20/21



Conclusion

vV vy VvYy

We construct firm-level measures of tariff exposure
We compare two episodes: 2018 and 2025
We validate those measures with stock returns and earnings calls

We found

— sales and costs decline
— profits and investment barely move

The 2025 episode is much bigger and broader than the 2018 episode
— but the qualitative patterns are similar across episodes

Results are, so far, in line with predictions of constant-markup models

21/21



Thank you

https://asilvub.github.io
Comments welcome


https://asilvub.github.io

Average Tariff Rates
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Three Exposure Channels

( Export retaliation )
Direct import cost Supplier cost TEIEE g
L S ernments im-
Firm imports Suppliers import .
. , pose tariffs on
tariffed goods tariffed goods
I I U.S. goods
: . . . [}
higher input cost higher input cost weaker for-
eign demand

Idea: empirically measure each channetand
assess their importance for firm outcomes
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Validation lI: Stock Returns Full Table

2018 Episode 2025 Episode
(1) 2 3) (4)

Returns;; Returns; Returns;; Returns;

Import Cost -4.500*** -0.069*** -0.181** -0.020***
(0.492)  (0.012)  (0.073)  (0.004)

Suppliers’ Cost  -20.087*** -1.038*** -0.754**  0.025
(6.035)  (0.287)  (0.328)  (0.055)

Export Retaliation  -0.330  -0.063***  -0.018 -0.010***
(4.173) (0.011) (0.012) (0.003)

R? 0.238 0.039 0.462 0.019
Within R? 0.006 ) 0.001

Time FE ve v

N 16,324 2,745 13,982 2,334

Firms 2,745 2,745 2,334 2,334
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Validation I: E-Calls Panel

2018 Episode

2025 Episode

(1)

()

(3)

(4)

(5)

(6)

Exposure  Negative Risk Exposure  Negative Risk

Import Cost 4.043"** 4337 11.716"** 1.566"** 1.691"** 4.139"**

(0.370) (0.481) (1.805) (0.096) (0.158) (0.433)
Suppliers’ Cost ~ 7.592***  7.820***  26.322***  1.142***  1.298*** 3.838""*

(0.958) (1.383) (5.885) (0.247) (0.355) (1.214)
Retaliation 0.823"**  1.045"**  2.649""*  0.648""* 0.864"" 2.262"""

(0.149) (0.219) (0.616) (0.069) (0.121) (0.383)
R? 0.398 0.279 0.144 0.511 0.366 0.287
Within R? 0.067 0.031 0.014 0.185 0.091 0.041
Time FE v v v v v v
Firm v v v v v v
FE 49,499 49,499 49,499 52,512 52,512 52,512
N 2,762 2,762 2,762 2,452 2,452 2,452
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Venn Diagrams of Exposure

(a) 2018 Episode

Import Costs Supplier Costs

Not exposed: 94

Export Retaliation

Import Costs

(b) 2025 Episode

Export Retaliation

Supplier Costs

Not exposed: 58
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Correlation across exposures in 2018

Extensive (who is exposed) Intensive (how much exposure)
Export Retaliation - 0.05*** --
Suppliers' Cost =~ 0.17*** 0.06*** 0.04*** 0.01*
Import Cost 0.17** - - 0.10%**
5 s o e « & 5 o IS > e@\&\‘d\
R W o

Coefficient

0.5
0.4
0.3
0.2
0.1
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Correlation across exposures in 2025

Extensive (who is exposed) Intensive (how much exposure)
| I
Suppliers' Cost 0.03** 0.03*** —0.04***
Import Cost
3 05\ Q . ’\\0(\
« & s© 5% WO e o\
\«\QO % Q\\e\ (\?\e\ \‘(\QO " Q\\e\ ‘\'?\e\,
< Q;#QO ) +°
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Profits

Response, %

(a) Direct Import Exposure
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Investment

(a) Direct Import Exposure (b) Supplier Exposure
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