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Trump Tariffs: Historic ruling renews uncertainty  

The Supreme Court of the United States (SCOTUS) ruled President Trump’s (POTUS) IEEPA 
tariffs as illegal by a 6-3 decision. The court said that the POTUS exceeded his authority 
by invoking the International Emergency Economic Powers Act (IEEPA) to justify his 
“reciprocal” tariffs, targeting major trading partners, as well as separate levies (Fentanyl) 
aimed at China, Canada and Mexico. Later, as an alternative, POTUS imposed a 10% tariff 
on every trading partner of the US under Section 122 and confirmed that tariffs under 
Sections 232 and 301 will stay in effect.   

The developments flare up renewed uncertainties for global trade, and in our view tariffs 
are turning more sector specific than overall aggregated economy wide. Section 122 
comes with a 150-day cap, post which key concerns are: 1) which tariffs will be in effect, 
and 2) what will be the rate of tariffs. We expect the administration to utilize the next five 
months to finish investigation under Section 232 (pharma, semiconductors), 201 (solar, 
large residential washers) and 301 (digital services taxes, maritime and shipbuilding 
practices, e-commerce platform discrimination) research. Tariffs applied under these 
sections are more durable, and come with no rate cap (excluding 201). Following the IEEPA 
ruling, we estimate that the administration could be required to refund ~USD 150-155bn 
in lieu of tariffs collected (no clarification yet on this) under the now-invalid IEEPA 
framework. This can increase the fiscal deficit by ~50bps as a percentage of GDP.  

Incremental relief for India: The developments are primarily positive for India as India 
previously was supposed to pay 18% under IEEPA but post the cancellation and imposition 
of Section 122, India pays 10% on almost 60% of the exports to the US. Our calculation 
indicates that the policy implied effective tariff rate on India is 9.1% versus 13.7% following 
the first-week February 2026 trade deal, and peak rate of 32.7% in CY25. At 9.1%, India’s 
rate is at par and in some cases lower than Vietnam (9.3%), Cambodia (11.8%), Thailand 
(9.6%) and Bangladesh (10%). As we write, India’s 34.2% of exports to the US are exempted 
from any kind of tariffs amounting to 0.7% of nominal GDP.   

Asia overall is likely to see some incremental relief. As per Budget Lab at Yale, policy 
implied effective tariff rate (export weighted) by the US on the world is likely to come 
down to 13% from 16.9% after imposition of Section 122. Data from Fitch indicate, policy 
implied effective tariff for China was at 18.5% pre-SCOTUS ruling and Section 122 
imposition, hence is expected to come down further. If only reciprocal tariffs under IEEPA 
is considered, countries like Thailand, Indonesia, India, Bangladesh that were facing 18-
20% tariffs, are now slated to face 10% tariffs – a big positive. 

Uncertainty is likely to rise: While the SCOTUS ruling removes a critical event for the 
markets, we remain skeptical about the next steps the administration may take. The 
intertemporal lag until the next move by the administration, (new sections, tariffs etc.) is 
likely to raise uncertainty among US importers and may frontload business spending and 
imports in 1HCY26 to take advantage of 10% tariffs, getting into wait and watch mode in 
2HCY26. Section 122 has significant demerits. The 150-day hard ceiling makes it 
structurally weak as a durable negotiating tool unless the Congress cooperates on 
extension, which is politically uncertain. The 15% rate cap severely limits its punitive 
reach. It is also narrowly justified on balance of payments (BoP) grounds, which is harder 
to credibly invoke for countries that do not pose a systemic BoP threat to the US. Hence, it 
remains legally exposed. 

Concerns persist over how tariff pause on China will be handled in the current scenario. 
This will be a key monitorable when the POTUS visits China in late Mar-25. While there 
are provisions to raise tariffs on China, given the geopolitical sensitivity and Trump’s 
favorable rhetorics for China, we see less chances of China facing higher US tariffs. 
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Tariff developments in past 12 hours 

1. IEEPA tariffs (18% that India negotiated in the 

trade deal) is ruled out by the US Supreme Court. 

2. President Trump imposed a 10% tariff on every US 

trading partner under Section 122 as an 

alternative.      

3. Tariff on India is now at 10% instead of 18%. This 

has come down from 50% (Reciprocal 25% + 

Russia-related penalty 25%) before the deal.           

4. Section 232 stays i.e., tariffs on metals (ex-used in 

aircraft), auto.      

5. Exclusions under IEEPA tariffs stay. Pharma, 

electronics, critical minerals/metals used in 

energy products, agri products 

Source: White House, Elara Securities Research 

 

India retains tariff differential 

Country Policy implied effective rate, % 

China* 18.5 

Cambodia 11.8 

South Korea 11.1 

Indonesia 10.4 

Bangladesh 10.0 

Thailand 9.6 

Vietnam 9.3 

India 9.1 

The Philippines 8.5 

Malaysia 6.1 

Taiwan 4.6 
 

Note: Assumed everyone faces 10% under Section 122. *Pre-

ruling and before Section 122 imposition. Source: Elara 

Securities Estimates for India; Fitch, BEA for rest of the countries’ 

underlying data.  
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As usual, the randomness of the tariff announcements leaves some questions unanswered – Notably, 
what will happen to the negotiated trade deals, and the related subsections. Another key issue is 
refunds. If refunds are delayed or face procedural hurdles, the political fallout could be significant, 
potentially increasing the risk of Republicans losing control of both houses of Congress. 

Asset classes – We retain our projection of US Dollar (DXY Index) in CY26 at 95-100 range. Near term, 
there may be some upside bias, driven by the Fed’s pause and resilient growth, but the cancellation of 
IEEPA tariffs acts as a supportive tailwind for the Euro, the British Pound, and Asia FX. Hence, we see 
the index oscillating near the spot levels (97+) with +/-2% range. Our Behavioral Equilibrium Exchange 
Rate model (BEER) based estimation for the DXY Index is at 95-96 for the long term.  

Among FX and equities, we expect EM Asia to receive an incremental tailwind due to IEEPA tariff 
cancellation and imposition of lower 10% tariffs under Section 122. With existing tailwinds – AI-
related demand, valuation comfort, softer inflation, and resilient growth – we remain positive on Asia 
EMFX and equities. Until new tariff dynamics are revealed, we do not rule out Asian equities 
(including Japan) outperforming US equities. The USDJPY too may see downside capped. On the 
yields side, mild steepener conditions are likely to prevail with duration seeing near-term downside.  

Overall, IEEPA cancellations and lower tariffs under Section 122 are positive for Asia assets.   

Continue to see 75bps cut from Fed: Our analysis shows the tariffs may have injected a 84bps upside 
in core PCE through CY25E. Primarily, ruling by the SCOTUS is positive for inflation. Now that majority 
of the tariffs are ruled out, unless new tariffs and sections are sounded out, some reprieve is likely. But 
the inflation in the pipeline due to pass-through of the tariffs may keep the downside capped at 2.5%. 
On near term basis, front loading of US imports to take advantage of lower tariffs can keep trade deficit 
elevated, adversely impacting growth.            

The labor market remains fragile as labor demand continues to remain weak. If renewed 
uncertainties related to tariffs surface, and businesses hold back on hiring, the fragility may sustain 
if not increase. Hence, given the downward direction of inflation from current levels, existing and 
potential fragility in the labor market, we continue to see 75bps cut by the Fed in CY26E, with majority 
of the cut coming in H2CY26.  

Exhibit 1: Options for the Trump Administration 

Statute Reason for imposing Investigation required? Limit on duration Limit on rate Sectoral or country-wise? 

Section 122 (Trade Act of 

1974) 

International 

payments/balance-of-

payments problems 

No 150 days (requires Congress 

for extension) 

15% Country-wise (applied 

broadly/across-the-board, but 

can target specific countries 

with surpluses) 

Section 201 (Trade Act of 

1974) 

"Escape Clause" for injury to 

domestic industry 

Yes (by Int'l Trade 

Commission) 

Four years (can be extended to 

eight years) 

50% increase (phasedown 

required after one year) 

Sectoral (applies to specific 

products/industries globally) 

Section 301 (Trade Act of 

1974) 

Discrimination or violation of 

US rights 

Yes (by US Trade 

Representative) 

Four years (can be extended 

indefinitely) 

None Country-wise (specifically 

targets offending countries) 

Section 232 (Trade Expansion 

Act of 1962) 

Threat to national security Yes (by Commerce Dept.) None None Both (can be applied to specific 

products or entire countries) 

Section 338 (Tariff Act of 1930) Discrimination against US 

commerce 

No (Presidential "finding of 

fact") 

None 50% Country-wise (targets specific 

"foreign countries" and their 

subdivisions) 
 

Source: CRS, Bloomberg, Elara Securities Research 
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Disclosures & Confidentiality for non U.S. Investors 

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information purposes. The sole purpose of this Note is to provide 

preliminary information on the business activities of the company and the projected financial statements in order to assist the recipient in understanding / evaluating the Proposal. 

Nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of companies referred to in this document. Each recipient of this 

document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document 

(including the merits and risks involved) and should consult its own advisors to determine the merits and risks of such an investment. Nevertheless, Elara Securities (India) Private 

Limited or any of its affiliates is committed to provide independent and transparent recommendation to its client and would be happy to provide any information in response to specific 

client queries. Elara Securities (India) Private Limited  or any of its affiliates have not independently verified all the information given in this Note and expressly disclaim all liability for 

any errors and/or omissions, representations or warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this information. Elara 

Securities (India) Private Limited  or any of its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in or deal as 

principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for or solicit investment banking or 

other business from any company referred to in this Note. Each of these entities functions as a separate, distinct and independent of each other. This Note is strictly confidential and 

is being furnished to you solely for your information. This Note should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, 

copied, in whole or in part, for any purpose. This Note is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any 

locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Elara Securities (India) 

Private Limited or any of its affiliates to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted 

by law, and persons in whose possession this document comes, should inform themselves about and observe, any such restrictions. Upon request, the Recipient will promptly return 

all material received from the company and/or the Advisors without retaining any copies thereof. The Information given in this document is as of the date of this report and there can 

be no assurance that future results or events will be consistent with this information. This Information is subject to change without any prior notice. Elara Securities (India) Private 

Limited or any of its affiliates reserves the right to make modifications and alterations to this statement as may be required from time to time. However, Elara Securities (India) Private 

Limited is under no obligation to update or keep the information current. Neither Elara Securities (India) Private Limited  nor any of its affiliates, group companies, directors, employees, 

agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or in connection 

with the use of the information. This Note should not be deemed an indication of the state of affairs of the company nor shall it constitute an indication that there has been no change 

in the business or state of affairs of the company since the date of publication of this Note. The disclosures of interest statements incorporated in this document are provided solely to 

enhance the transparency and should not be treated as endorsement of the views expressed in the report. Elara Securities (India) Private Limited generally prohibits its analysts, 

persons reporting to analysts and their family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. The analyst for 

this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their securities, and no 

part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report. 

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed to Elara Securities (India) Private Limited. It is important 

to note that any dispute with respect to this research report, would not have access to stock exchange investor redressal forum or arbitration mechanism. 

Elara Securities (India) Private Limited was incorporated in July 2007 as a subsidiary of Elara Capital (India) Private Limited. 

Elara Securities (India) Private Limited is a SEBI registered Stock Broker in the Capital Market and Futures & Options Segments of National Stock Exchange of India Limited [NSE] and 

BSE Limited [BSE] and a Depository Participant registered with Central Depository Services (India) Limited [CDSL].  

Elara Securities (India) Private Limited’s business, amongst other things, is to undertake all associated activities relating  to its broking business.  

The activities of Elara Securities (India) Private Limited were neither suspended nor has it defaulted with any stock exchange authority with whom it is registered in last five years. 

However, during the routine course of inspection and based on observations, the exchanges have issued advise letters or levied minor penalties on Elara Securities (India) Private 

Limited for minor operational deviations in certain cases. Elara Securities (India) Private Limited has not been debarred from doing business by any Stock Exchange / SEBI or any other 

authorities; nor has the certificate of registration been cancelled by SEBI at any point of time. 

Elara Securities (India) Private Limited offers research services primarily to institutional investors and their employees, directors, fund managers, advisors who are registered or 

proposed to be registered. 

Details of Associates of Elara Securities (India) Private Limited are available on group company website www.elaracapital.com 

Elara Securities (India) Private Limited is maintaining arms-length relationship with its associate entities. 

Research Analyst or his/her relative(s) may have financial interest in the subject company. Elara Securities (India) Private Limited does not have any financial interest in the subject 

company, whereas its associate entities may have financial interest. Research Analyst or his/her relative does not have actual/beneficial ownership of 1% or more securities of the 

subject company at the end of the month immediately preceding the date of publication of Research Report. Elara Securities (India) Private Limited does not have actual/beneficial 

ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research Report. Associate entities of Elara 
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publication of Research Report. Research Analyst or his/her relative or Elara Securities (India) Private Limited or its associate entities does not have any other material conflict of 

interest at the time of publication of the Research Report. 

Artificial Intelligence (AI) tools may have been used only for compilation or collating publicly available research data or internally generated research data during the information 

gathering and/or summarizing the final report. 

Research Analyst or his/her relative(s) has not served as an officer, director or employee of the subject company. 

Research analyst or Elara Securities (India) Private Limited have not received any compensation from the subject company in the past twelve months. Associate entities of Elara 

Securities (India) Private Limited may have received compensation from the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or 

its associate entities have not managed or co-managed public offering of securities for the subject company in the past twelve months. Research analyst or Elara Securities (India) 
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Disclaimer & Standard warning 

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or 

provide any assurance of returns to investors. 

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. 

Disclaimer for non U.S. Investors 

The information contained in this note is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide 

accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one 
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Disclosures for U.S. Investors 

Rule 15a6 Disclosure: This research report (“Report”) was prepared, approved, published, and distributed by Elara Securities (India) Private Limited a company located outside of 

the United States (the "Foreign Counterparty"). Avior Capital Markets US LLC ("Avior US"), a US registered broker-dealer, distributes this Report in the US on behalf of the Foreign 

Counterparty.  Only major U.S. institutional investors (as defined in Rule 15a-6 under the US Securities Exchange Act of 1934 (the "Exchange Act") may receive this Report under the 

exemption in Rule 15a-6.  A US institutional investor must effect any transaction in the securities described in this Report through Avior US.  

Neither the Report nor any analyst who prepared or approved the Report is subject to US legal requirements or the Financial Industry Regulatory Authority, Inc. ("FINRA") or other US 

regulatory requirements concerning research reports or research analysts. The Foreign Counterparty is not a registered broker-dealer under the Exchange Act nor is it a member of the 

Financial Industry Regulatory Authority, Inc., or any other US self-regulatory organisation.  

Disclosures on Subject Companies: Analysts of the Foreign Counterparty produced this material solely for informational purposes and the use of the intended recipient.  No person 
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Avior US distributes this Report in the United States of America.  The Foreign Counterparty distributes this Report elsewhere in the world. This document is not an offer, or invitation 

by or on behalf of Avior US, the Foreign Counterparty, their affiliates, or any other person, to buy or sell any security.  

Avior US and the Foreign Counterparty and their affiliates obtained the information contained herein from published information and other sources, which Avior US and the Foreign 

Counterparty and their affiliates reasonably consider to be reliable.  

Avior US and the Foreign Counterparty accept no liability or responsibility whatsoever for the accuracy or completeness of any such information. All estimates, expressions of opinion 

and other subjective judgments contained herein are valid as of the date of this document. Avior US assumes responsibility for the Report content with regards to research distributed 

in the US.   

Neither Avior US nor the Foreign Counterparty has managed or co-managed a public offering of securities for the subject company in the past 12 months, have not received 

compensation for investment banking services from the subject company in the past 12 months and do not expect to receive and does not intend to seek compensation for investment 

banking services from the subject company in the next three months. Avior US and the Foreign Counterparty have not owned any class of equity securities of the subject company. 

There are no other actual, material conflicts of interest of Avior US and the Foreign Counterparty at the time of the publication of this Report. As of the publication of this Report, Avior 

US nor the Foreign Counterparty makes a market in the subject securities. 

Avior US and its affiliates, to the fullest extent permissible by law, accept no liability of any nature whatsoever for any claims, damages or losses arising from, or in connection with, the 

contents of this Report or the use, reliance, publication, distribution, dissemination, disclosure, alteration or reproduction of this Report, or any views or recommendations recorded 

therein.  

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (i) exchange rates can be volatile and are subject to large fluctuations; 

(ii) the value of currencies may be affected by numerous market factors, including world and national economic, political and regulatory events, events in equity and debt markets and 

changes in interest rates; and (iii) currencies may be subject to devaluation or government imposed exchange controls which could affect the value of the currency. Investors in 

securities such as ADRs, whose values are affected by the currency of an underlying security, effectively assume currency risk. 

Subject to the applicable laws, all transactions should be executed through Avior US.  Aside from within this Report, important conflict disclosures can also be found at 

https://aviorcapital.us/us-regulatory-disclosures/and Investors are strongly encouraged to review this information before investing. 

Additional Disclaimer for UK Investors 

Note that Elara Securities (India) Private Limited ("Foreign Counterparty") has concluded a MiFID II research intermediary agreement with Avior Capital Markets International Limited 

(“Avior UK”), regulated by the Financial Conduct Authority (FRN: 191074), pursuant to which Avior UK distributes the Foreign Counterparty’s research in the UK, in return for which the 

Foreign Counterparty pays Avior UK a percentage of the income received in relation to such research. This research report including any recommendations recorded therein (“Report”) 

have been prepared by the Foreign Counterparty, and not by Avior UK. 

The Report: (a) has been objectively prepared from public sources which are believed to be reliable and therefore constitutes independent investment research and is presented as 

such; and (b) may only be distributed to, and relied on by, qualifying investors, who are permitted to receive same in the UK.  

Securities, money market instruments, strategies, financial or investment instruments mentioned in this Report may not be suitable for all investors. The information and opinions 

provided in this Report do not constitute a personal recommendation/investment advice and take no account of the investor's individual circumstances. Investors should consider this 

Report as only a single factor in making any investment decisions and, if appropriate, should seek advice from an investment advisor. This Report is not an offer, or invitation by or on 

behalf of Avior UK, the Foreign Counterparty, their affiliates, or any other person, to buy or sell any security. 

Save as disclosed otherwise, the Foreign Counterparty’s relationship with Avior UK is not reasonably expected to impair the objective presentation of the recommendations in the 

Report, including any interests or conflicts of interest concerning any financial instruments or the issuers to which the recommendations, directly or indirectly, relate. The Report is 
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request. A list of the Foreign Counterparty’s research reports disseminated in the UK over the past 12 months is also available on request. 
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recommendation in respect thereof and disclaims any such liability. 
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