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Canada

U.S.

• President Trump announced the re-imposition of steel and aluminum tariffs. This time both metals will face a 
25% tariff starting March 12th, with no carve-outs.

• The Bank of Canada’s Summary of Governing Council Deliberations highlighted concerns that tariff threats 
could dampen business investment.

• On inflation, policymakers noted that the BoC might look through a one-time price shock impact but warned 
on the risk that higher import prices could spill over into other costs, amplifying price pressures.

• President Trump announced a universal 25% tariff on all steel and aluminum imports, effective March 12th. 

• January CPI came in hotter than expected, with core inflation rising at its fastest monthly pace since 
March 2024. 

• Speaking at a semiannual congressional hearing, Chair Powell emphasized that policymakers were in no rush 
to cut rates.
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U.S., though they temporarily pushed U.S. consumer 
prices higher. This time, the backdrop is different. The 
higher aluminum tariff this round could have a more 
detrimental effect on Canada’s exporters. Addition-
ally, inflation was subdued in 2018, while now it’s a 
primary concern. 

Meanwhile, the uncertainty surrounding U.S. trade 
policy is already weighing on Canada’s economy. The 
Economic Policy Uncertainty Index for Canada hit a 
record high in January, before the first tariff announce-
ment (Chart 2). Research suggests that heightened 
policy uncertainty discourages business investment, 
as firms delay or scale back capital expenditures.  The 
Bank of Canada’s Summary of Governing Council De-
liberations, released Wednesday, reinforced this con-
cern, noting that tariff threats “would almost certainly 
damage business investment in Canada”.

Tariffs also increase inflation risks. Canada will likely re-
spond with countermeasures, raising prices for imported 
goods. While the Bank of Canada might look through a 
one-term impact, policymakers warned that “given the 
size of the shock, there was a risk that higher import 
prices could feed into other prices”. Supply chain disrup-
tions could further exacerbate these pressures, though 
a weaker global trade environment might curb demand 
and lower oil prices. Meanwhile, a weaker Loonie could 
help offset export losses but would also make imports 
more expensive. With these competing forces at play, the 
BoC faces a delicate balancing act, just like the rest of 
Canada, bracing for another week of tariff threats.

Canada – Another Week of Tariffs, And Counting.

Four weeks into the new U.S. administration, the con-
tinued stream of tariff orders has made assessing their 
economic impact feel like a Sisyphean task – every 
time progress is made, new complexities roll in to take 
its place. On Monday, President Trump announced the 
re-imposition of steel and aluminum tariffs, originally 
implemented in 2018 at 25% and 10%, respectively. This 
time both metals will face a 25% tariff starting March 
12th, with no carve-outs. If Canada and Mexico fail to 
meet U.S. demands on border security and drug traf-
ficking, these tariffs will be stacked on top of the previ-
ously announced blanket tariffs, pushing steel and alu-
minum to 50% each. Market reaction was mixed. Steel 
prices rose slightly, while stock and bond markets re-
mained relatively numb to tariff news, focusing on the 
hotter-than-expected U.S. CPI data. 

Canada is the most exposed to these tariffs as the larg-
est supplier of U.S. steel and aluminum, accounting 
for nearly 50% of aluminum and 20% of steel imports 
(Chart 1). However, these metals make up only 6% of 
Canada’s total merchandise exports. Regionally, Que-
bec dominates aluminum, while Ontario leads in steel 
exports, making both provinces most exposed. 

During the 2018 tariffs, Canada’s steel exports fell 
sharply and output only recovered to 2018 levels by 
early 2022. Aluminum exports fell by a smaller magni-
tude, however its output remained largely unaffected. 
The overall economic impact of steel and aluminum 
tariffs was limited last time both for Canada and the 

Maria Solovieva, CFA, Economist 
416-380-1195

https://economics.td.com/
https://economics.td.com/ca-update-steel-aluminum-tariffs
https://economics.td.com/ca-trump-tariffs-2025
https://economics.td.com/ca-trump-tariffs-2025


www.economics.td.com 3

Weekly Bottom Line

Tariffs remained the policy focus of the new administra-
tion this week, with President Trump announcing a uni-
versal 25% tariff on all steel and aluminum imports into 
the U.S., effective March 12th. Financial markets were 
largely unperturbed by the announcement, perhaps 
because the more targeted measures hinted towards a 
broader pivot on how the administration planned to im-
plement its tariff agenda. But a hotter-than-expected CPI 
reading for January and a firm commitment from Chair 
Powell that policymakers were in no hurry to cut rates, 
helped to temporarily sour the mood by mid-week. Trea-
sury yields across the curve briefly pushed higher only 
to completely retrace on Thursday, as President Trump’s 
threat of announcing further reciprocal tariffs showed 
no immediate action. The S&P 500 ended the week 1.6% 
higher, while Treasury yields were largely unchanged, 
with the 10-year currently sitting at 4.47% (Chart 1).

The steel and aluminum tariffs announced on Monday 
come just a week after Canada and Mexico were able to 
get a 30-day delay on the blanket 25% tariffs that were 
supposed to go into effect on February 1st. But unlike 
those tariffs, the administration has some historical pre-
cedence for the steel and aluminum tariffs, with President 
Trump having enacted similar measures back in 2018/19. 
For most countries, the previous tariffs had been lifted. 
However, this week’s announcement would reinstate the 
25% tariff on steel and ups the tariff on aluminum to 25% 
(previously 10%), with no country exemptions. 

The ratcheting up of trade tensions has come at par-
ticularly challenging time for policymakers, as the Fed’s 
fight to return price stability has hit a wall. The January 

CPI reading showed headline inflation rising at its fast-
est monthly pace in nearly a year and a half, while core 
inflation’s gain was the largest since March 2024 (Chart 
2). Residual seasonality looks to be at least partially re-
sponsible for January’s uptick – as it was in the early 
months of last year. This appears to be a legacy issue 
stemming from the pandemic. 

Historically, businesses tend to build in big price adjust-
ments at the beginning of each year, which would nor-
mally be corrected for with appropriate seasonal fac-
tors. But during the COVID pandemic, firms were much 
faster to pass on price increases, distorting the season-
al patterns, and biasing the January inflation readings 
higher in recent years. 

But it’s unlikely that residual seasonality is telling the 
whole story. Consumer spending remained incredibly 
strong through the second half of last year – averaging 
an impressive 3.6% annualized. Moreover, spending on 
both goods and services was very healthy in Q4, help-
ing to explain the breadth of price pressures last month. 
While the January retail sales data point to a sharp 
slowing in spending, those figures were likely impacted 
by inclement weather and the California wildfires – sug-
gesting some giveback in spending in February. 

At this point, the Fed appears to have plenty of runway 
to maintain its current policy rate and wait for more clar-
ity on the inflation front. This is unlikely to come with just 
the next few inflation readings, which means the Fed is 
on hold until at least the summer. 

U.S. – Hot CPI + Trade Uncertainties = Extended Fed Pause
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Disclaimer
This report is provided by TD Economics.  It is for informational and educational purposes only as of the date of writing, and may not be appropriate for other purposes.  
The views and opinions expressed may change at any time based on market or other conditions and may not come to pass. This material is not intended to be relied 
upon as investment advice or recommendations, does not constitute a solicitation to buy or sell securities and should not be considered specific legal, investment or 
tax advice.  The report does not provide material information about the business and affairs of TD Bank Group and the members of TD Economics are not spokesper-
sons for TD Bank Group with respect to its business and affairs.  The information contained in this report has been drawn from sources believed to be reliable, but is 
not guaranteed to be accurate or complete.  This report contains economic analysis and views, including about future economic and financial markets performance.  
These are based on certain assumptions and other factors, and are subject to inherent risks and uncertainties.  The actual outcome may be materially different.  The 
Toronto-Dominion Bank and its affiliates and related entities that comprise the TD Bank Group are not liable for any errors or omissions in the information, analysis or 
views contained in this report, or for any loss or damage suffered.
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