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Even with the new China-U.S. tariff adjustments 
and the U.K.-U.S. deal, tariffs remain very high

US Average Effective Tariff Rate, %
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Source: AC Cutts & Associates LLC, Yale Budget Lab. Pre substitution rate assumes all items bought in same proportion from same sources as before. Post-substitution assumes consumers and businesses will adjust 
with substitutions of items and sources.
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Current pre-substitution  
rate as of May 12, 2025

Current post-substitution 
rate as of May 12, 2025

The U.S. Dollar has weakened a bit recently but is still 
historically strong – Good for U.S. importers, not for exporters

Euro to one U.S. Dollar exchange rate, NSA

5/6/2025, 
¥7.22

5/8/2025, 
€ 0.89

€ 0.30

€ 0.50

€ 0.70

€ 0.90

€ 1.10

€ 1.30

¥6.0

¥6.5

¥7.0

¥7.5

¥8.0

¥8.5

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

20
08

20
09

20
10

20
11

20
12

20
13

20
14

20
15

20
16

20
17

20
18

20
19

20
20

20
21

20
22

20
23

20
24

20
25

Recession CHY to USD EU to USD

Source: AC Cutts & Associates LLC, Board of Governors of the Federal Reserve System (US); Federal Reserve Bank of St. Louis via FRED®
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Chinese Yuan Renminbi to One U.S. Dollar, exchange rate, NSA
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Markets signal when they sense higher risk

The U.S. CDS rates had hit 
their highest level ever on 
April 22 with the exception 
of the day before Speaker 
Johnson and President 
Biden announced a deal to 
avoid a default due to 
reaching the debt ceiling 
limit on May 28, 2023. The 
debt ceiling is not in play 
now. CDS prices remain 
high.

Source: AC Cutts & Associates LLC, Investing.com
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One day after Election

Speaker Johnson 
Elected

Trump launches 
tariff war

Liberation 
Day

House Republican 
Majority Decided

United States Credit Default Swap Prices since October 2024, 1-Year contracts, 
Euro denominated, in basis points

Global supply chain pressures are rising but just to 
mean levels through April

Global Supply Chain Pressure Index (GSCPI), Standard Deviations from Average Value
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Source: AC Cutts & Associates LLC, National Bureau of Economic Research, Federal Reserve Bank of New York. Data through April 2025
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A dramatic decline in the total number of containers 
arriving in the US as a result of tariff policies

Source: AC Cutts & Associates LLC, Vizion. TEU are twenty-foot equivalent unit containers.
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An even more dramatic decline has happened in the 
number of containers arriving in the US from China

Weekly Chinese TEU arrivals to the U.S., NSA

Source: AC Cutts & Associates LLC, Vizion. TEU are twenty-foot equivalent unit containers.
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Uncertainty - the biggest enemy of the markets

• Although trading companies thrive on volatility, there is something like ”too much of a 
good thing”

• Companies can deal with bad news and anticipate downturns, but we need a clear 
and steady direction

• In the absence of a clear direction, the markets will create their own direction by 
avoiding certain markets 

• Short term some goods can be stored in bonded warehouse to weather the storm

• Medium term we look for new markets and counterparts, but this carries a risk -
counterpart risk. Not only do we need to get comfortable with new counterparts, but 
we need to do this in murky waters. We do not know what exposure our counterparts 
hold in their books.

Uncertainty - the biggest enemy of the markets

• In times of a sudden crisis, banks will first check 
their own books against any exposure they might 
have against the affected market/counterpart. 
Secondly, they will check the exposure their 
clients or their client’s client might have. The 
latter one is the more difficult part, which usually 
results in “no business” until there is clarity 
again. 

• There will be opportunities. Fortune favors the 
bold - but don’t skip on your analysis and note 
that patience is a virtue. We saw the lightning 
and now are waiting for the thunder. In other 
words, we have not witnessed the full impact yet 
of all measures taken. 

To use another 
cliché  “it is 

better to sit still 
when you are 
being shaven.”
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Broad Tariffs Have a Wide Impact Across Industries

Services FirmsFinancial ServicesAgricultural ProducersRetailersManufacturers

• May be the least 
impacted, though 
some US-dominated 
service sectors may 
be targeted for 
retaliation

• Potential for US tariffs 
on foreign services if 
trade conflict 
escalates

• Are indirectly affected 
through borrower 
creditworthiness, 
macroeconomic 
impacts including 
volatility, and market 
disruptions linked to 
trade uncertainty

• Will be key targets for 
retaliatory tariffs, 
given their export 
dependence and 
political sensitivity

• This could significantly 
reduce international 
sales and revenue

• Are likely to face higher 
costs as importers raise 
prices, suppliers pass on 
input cost increases 
and/or domestic 
producers capitalize on 
reduced competition

• Can do some 
combination of either 
passing costs to 
consumers, risking lower 
sales, or absorbing them, 
reducing profit margins

• Face trade-offs between 
losing sales if they raise 
prices and lower margins 
if they absorb costs

• Domestic firms could 
gain share but face 
higher input costs, 
supply chain risks, and 
retaliatory measures

• Reduced foreign 
competition enables 
increased prices, but risk 
consumer backlash and 
demand loss

Source: Oliver Wyman, February 2025 
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Greater impact
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Non-payment or non-delivery of goods and services 
due to tariff-related price increases or other 
disruptions
 Potential for sudden loss in market demand or an increase in 

customer or supplier defaults

13

Navigating Tariffs and Trade War Risks

Retaliatory measures, beyond retaliatory tariffs, which 
impose restrictions on American companies operating in 
the country

 Selective discrimination towards American companies 
operating in the foreign country

 Government interference: Expropriation, government 
disputes, contract and license cancellation/revocation, 
target of political violence and riots, etc.

Immediate Near Term

Ongoing

Watchpoints

Integrate geopolitical and economic risk 
assessment into strategy 

› Marsh World Risk Review
› Sentrisk
› Tariff Simulator

Mitigate and transfer risks:
› Trade Credit Insurance: protects cash flow from customer non-

payment

› Supplier Default: the failure of a supplier to reimburse pre-
payment(s) made by a buyer that are contractually due following 
non-delivery of goods and/or services by the supplier. 

› Contract Frustration: Losses resulting from a cancelled or 
frustrated contract as result of political events in the host country, 
including non-payment due to political risk events

› Political Risk Insurance: protects assets against political 
motivated actions – government interfering with insured’s 
investment, political violence to assets, etc.

Key Actions to Take

In 2015, a trading system with a few major 
partners

More than 60% of US imports came from just 5 countries
14
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By 2024, a system of “connectors” developed
In response to geopolitical and market forces, China’s share of US imports has dropped 

significantly while other countries captured a growing share
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Growing US bilateral trade deficit, 18-23  

Source: US Census Bureau, National Bureau of Statistics of China, Marsh analysis
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Geopolitical risk analysis
Using Marsh’s World Risk Review platform as a guide

Marsh’s proprietary Country Risk analytics can support effective decision making regarding which product to use in which country. Client:  

RISK CATEGORY

Country
Strikes, Riots & 

Civil Commotion
Terrorism 

War & Civil 
War

Country 
Economic Risk

Currency 
Inconvertibility & 

Transfer Risk

Sovereign 
Credit Risk

Expropriation
Contractual 
Agreement 

Repudiation

Legal & 
Regulatory 

Risk

Singapore 1.4 1.7 1.8 2.4 1.1 1.1 1.0 1.0 1.7
Norway 2.4 2.2 2.1 3.1 1.1 0.7 1.1 2.1 1.9

Australia 3.5 2.4 2.0 3.4 1.2 1.2 1.2 2.4 2.0
Sweden 3.2 3.1 2.2 3.1 1.3 1.1 1.2 1.4 1.8
Denmark 2.5 2.7 1.9 2.9 1.3 0.8 1.4 1.6 2.6

Canada 4.0 2.5 2.3 3.5 1.5 1.3 1.5 2.1 2.5
Austria 3.2 2.7 2.1 3.5 1.6 1.3 1.8 2.3 3.1

USA 5.0 4.3 3.7 3.2 1.1 2.2 1.8 2.7 2.9
Germany 4.4 3.7 2.6 3.6 1.6 1.1 1.9 2.4 2.8
Belgium 4.2 3.6 2.5 3.3 2.2 1.9 2.1 2.3 3.1
France 5.4 4.2 2.6 3.7 1.5 2.0 2.4 3.0 3.4
India 6.2 5.9 4.9 3.8 4.0 3.3 2.7 4.4 5.3
Chile 4.7 4.2 2.7 3.6 3.8 2.8 2.9 3.5 3.2
Brazil 5.5 3.6 2.7 4.4 4.2 4.7 3.7 4.8 5.2

Thailand 5.0 5.4 4.8 3.4 3.4 3.5 3.8 4.2 5.3
Viet Nam 4.1 2.7 3.2 3.5 4.7 4.1 3.9 4.8 5.9
Argentina 6.3 3.8 2.5 6.3 7.4 7.4 4.7 5.4 5.1
Mexico 5.8 4.1 3.1 4.2 3.9 3.7 5.2 5.6 5.4
China 5.0 2.8 4.0 3.6 4.6 2.0 5.3 5.1 5.0

SECURITY ENVIRONMENT TRADING ENVIRONMENT INVESTMENT ENVIRONMENT

Better Suited for 
Political Violence / 
Terrorism coverage

More Appropriate for 
Comprehensive 

Political Risk Insurance

A business of Marsh McLennan

This document and any recommendations, analysis, or advice provided by Marsh (collectively, the “Marsh Analysis”) are intended solely for the entity identified as
the recipient herein (“you”). This document contains proprietary, confidential information of Marsh and may not be shared with any third party, including other
insurance producers, without Marsh’s prior written consent. Any statements concerning actuarial, tax, accounting, or legal matters are based solely on our
experience as insurance brokers and risk consultants and are not to be relied upon as actuarial, accounting, tax, or legal advice, for which you should consult your
own professional advisors. Any modeling, analytics, or projections are subject to inherent uncertainty, and the Marsh Analysis could be materially affected if any
underlying assumptions, conditions, information, or factors are inaccurate or incomplete or should change. The information contained herein is based on sources we
believe reliable, but we make no representation or warranty as to its accuracy. Marsh shall have no obligation to update the Marsh Analysis and shall have no
liability to you or any other party with regard to the Marsh Analysis or to any services provided by a third party to you or Marsh. Marsh makes no representation or
warranty concerning the application of policy wordings or the financial condition or solvency of insurers or reinsurers. Marsh makes no assurances regarding the
availability, cost, or terms of insurance coverage. All decisions regarding the amount, type or terms of coverage shall be your ultimate responsibility. While Marsh
may provide advice and recommendations, you must decide on the specific coverage that is appropriate for your particular circumstances and financial position. By
accepting this report, you acknowledge and agree to the terms, conditions, and disclaimers set forth above.

Copyright © 2024 Marsh USA LLC. All rights reserved.

Disclaimer

Opinions, estimates, forecasts and other views contained portions of this 
presentation attributed to AC Cutts & Associates LLC are those of AC 
Cutts & Associates LLC and are subject to change without notice.  
Although AC Cutts & Associates LLC attempts to provide reliable, useful 
information, it does not guarantee that the information is accurate, 
current or suitable for any particular purpose. 

© 2025 by AC Cutts & Associates LLC; data from private sources is 
copyrighted by the original publisher. Information from this portion of the 
presentation may be used with proper attribution. 

Contact
Amy@ACCutts.com          (703)786-3089


