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Trump Tariffs Ruled Unconstitutional

Trump Administration Announces Alternative Tariffs

Limited Impact Expected on Japanese Equities

On February 20, the US Supreme Court ruled that tariffs imposed under the International Emergency
Economic Powers Act (IEEPA), including reciprocal tariffs and fentanyl-related tariffs, are unconstitutional.
The ruling stated, “While IEEPA grants the President economic tools such as import restrictions, it does not
grant the authority to impose tariffs. The US Constitution vests the authority to impose tariffs solely in
Congress.” The Court did not rule on whether tariffs collected to date should be refunded. Sector-specific
tariffs on automobiles, steel, and other products imposed under the Trade Act are not affected by this ruling.

In response to the ruling, the Trump administration announced on February 20 that it would impose a
10% tariff on imports under Section 122 of the Trade Act, followed by an announcement on February 21
raising the tariff rate to 15%. Section 122 allows tariffs of up to 15% to be imposed for a maximum of 150
days, with the possibility of extension subject to congressional approval. Although Section 122 has a time
limit, it is expected that preparations will be made during this period to rely on other provisions of the Trade
Act, such as Sections 232 or 301, allowing tariffs to continue under alternative legal grounds.

If tariffs are eliminated, lower tariff costs would directly benefit corporate earnings. Should previously
collected tariffs be refunded, this would also provide an additional boost to earnings. US import prices are
expected to decline, easing inflationary pressures and supporting US consumer demand. On the other
hand, the loss of tariff revenue could raise concerns about fiscal deterioration, potentially pushing up long-
term interest rates. In such a scenario, higher interest rates would pose a headwind to equity valuations,
particularly for growth stocks. Nevertheless, we believe that the overall impact on the Japanese equity
market is likely to be limited.
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X Latest confirmed data are as of end-2024; the most recent figures are estimates as of February 21, based on
the assumption that tariffs imposed under the IEEPA are abolished and that Section 122 of the Trade Act is
introduced and expires after 150 days

Source: The Budget Lab at Yale; Compiled by Daiwa Asset Management
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Tariffs on steel, aluminum, and Japan’s core industries—automobiles and auto parts—are based on
laws separate from the IEEPA, as mentioned earlier, and their tariff rates remain unchanged. Furthermore,
reciprocal tariffs are expected to be replaced by alternative provisions such as Section 122 or Section 301.
While this ruling may slightly lower the effective US tariff rate, it is unlikely to significantly alter the earnings
outlook for Japanese companies. The reaction in the US bond market has been limited, as tariffs will
continue to be collected through alternative legal measures. While it is true that tariffs imposed by the
Trump administration have served as leverage in negotiations with trading partners, the Japan-US Trade
Agreement and the planned $550 billion investment in the US are expected to remain in place.

From a market perspective, the key point is that the US Supreme Court’s unconstitutional ruling and the
Trump administration’s subsequent response were widely anticipated. As the market had largely priced this
in, no significant price movements accompanied the ruling. However, it is true that uncertainty surrounding
tariff policy has risen again. Companies may adopt a more wait-and-see stance, potentially leading to
stagnation in capital spending and M&A activity. Caution is warranted as this heightened uncertainty could
weigh on the stock market. Regarding the refund of tariffs already collected, President Trump has stated he
will contest this in court, and we will continue to monitor developments closely .
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Important Information

This Presentation (“Presentation”) is furnished to its intended recipient (the “Recipient”) and is not for redistribution or public use. The
data and information presented are for informational purposes only. The information contained herein should be treated in a confidential
manner and may not be transmitted, reproduced or used in whole or in part for any other purpose, nor may it be disclosed without the
prior written consent of Daiwa Asset Management. By accepting this material, the Recipient agrees not to distribute or provide this
information to any other person.

This Presentation is intended for use by professional investors only. Investors should independently evaluate particular investments and
strategies and seek their own investment advice. Daiwa Asset Management may not be held responsible for any consequences
resulting from any investment in any strategy or products discussed in this Presentation. No investment strategy can guarantee
performance results. Past performance is no guarantee of future results. All investments are subject to investment risk, including loss of
principal invested. For more detailed information, in particular a description of the mentioned funds’ risks and rewards, please refer to
the prospectus of the UCITS, the key investor information document (KIID) and the most recent published annual and semi-annual
report.

This Presentation was made to provide information about the investment capability of Daiwa Asset Management. It should not be
construed as an offer or a solicitation to purchase or subscribe to the funds mentioned in this material. This is a marketing
communication. Potential investors should refer to and read the prospectus of the UCITS and KIID for more detailed information prior to
their investment decision.

The information, statements, forecasts and projections contained in this Presentation, including any expressions of opinion, are based
upon sources believed to be reliable, but their accuracy, correctness or completeness are not guaranteed. The performance of
investments, if referred to herein, is based on past data and is neither necessarily an indication nor a guarantee of future performance
of such investments. The performance data in this material does not consider any tax or fees if there were any, and will not provide a
final return for potential investors. Daiwa Asset Management made all reasonable efforts to ensure that the information contained herein
is current, but it is subject to change without notice. Daiwa Asset Management, or any of its respective affiliates, accepts no liability
whatsoever for any direct or consequential loss arising from any use of this material or its content.

The TOPIX Index Value and the TOPIX Marks are subject to the proprietary rights owned by JPX Market Innovation & Research, Inc. or
affiliates of JPX Market Innovation & Research, Inc. (hereinafter collectively referred to as "JPX") and JPX owns all rights and know-how
relating to TOPIX such as calculation, publication and use of the TOPIX Index Value and relating to the TOPIX Marks. JPX shall not be
liable for the miscalculation, incorrect publication, delayed or interrupted publication of the TOPIX Index Value. No Licensed Product is
in any way sponsored, endorsed or promoted by JPX, and JPX shall not be responsible for any damage resulting from the issue and
sale of the Licensed Product.

Daiwa

Asset Management

Daiwa Asset Management



	スライド 1
	スライド 2
	スライド 3

