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US Trade War Reduces Prosperity: Study Warns of Billions in
Losses and Further Counter Tariffs

Global economy faces loss of 62 billion US dollars in total income

Prosperity could decline by an average of around 1%, in some cases up to 4%
Countries like Mexico & Canada particularly affected due to dependence on the
us

Study warns of further counter tariffs — mainly harming own economies
Long-term strategies and trade agreements needed to secure prosperity

Vienna, 16 July 2025 — Ongoing trade dispute with consequences: A recent study by the
Supply Chain Intelligence Institute Austria (ASCII) and the Austrian Institute of
Economic Research (WIFO) warns of the potential, far-reaching economic effects of the
ongoing global trade conflict: Globally, prosperity could decline by an average of 1.1 percent
within one year — this corresponds to an estimated loss of total economic income of around
62 billion US dollars due to rising prices. The study models the potential effects of the US
punitive tariffs on prosperity, production, and trade in 62 countries — based on the most
recently available bilateral tariff data from June 2025. The absolute losses could therefore be
significantly higher.

“The political protectionism of the USA is hitting many economies hard, as they are highly
dependent on US imports. The effects of the trade conflict could intensify significantly in the
coming months, as they cause disrupted supply chains, rising costs, and declining demand,
which slow down entire industries. This leads to lower production, depresses income and
consumption, and weakens prosperity,” explains Asjad Naqvi, ASCII researcher and Senior
Economist at WIFO.

Tariffs hit import-dependent countries hardest: potential welfare losses of up to -4.1%

According to the study's model calculation, the tariff conflict could lead to partially significant
global welfare losses of up to -4.1 percent — depending on the trade structure of individual
economies. Countries that are heavily dependent on now more expensive US imports and
can only with difficulty switch to other trading partners or products are particularly affected.
Mexico (-4.1%) and Canada (-3.4%), the two most important trading partners of the USA, are
estimated to suffer the greatest losses, as they import many intermediate and final products
from the US. The small island developing state of Fiji (-2.6%) and other, especially Asian,
emerging economies such as the Philippines (-1.55%), the Maldives (-1.85%), Sri Lanka (-
1.42%), India (-0.76%) and Bangladesh (-0.61%) must also expect partially significant
losses. In contrast, countries with a high level of domestic production such as Germany or
China prove to be much more resilient and record comparatively low losses (-0.49% and -
0.61%, respectively). In Europe, the average welfare loss is expected to be -0.7 percent.
While countries such as France (-0.48%) or Italy (-0.39%) lose comparatively little, others
such as Ireland (-2.31%), the Netherlands (-1.24%) or Denmark (-1.16%) are significantly
more affected due to their higher dependence on trade with the USA. The USA itself records
the lowest welfare loss at -0.15 percent — despite comprehensive retaliatory tariffs. The
reason is its relatively low import dependency: a large part of domestic demand is met by
domestic production, so rising import prices have little impact on welfare. At the same time,
the US benefits from the globally strong dependency of other countries on US exports.

“Many countries today are significantly more dependent on imported intermediate and final
products than just a few years ago — on average between 8 and 9 percent — because
domestic alternatives are lacking. This makes them particularly vulnerable to price shocks
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such as tariffs. When prices rise, there is often no quick way to switch to domestic
alternatives. In order to afford the more expensive imported products, companies and
consumers must reduce their domestic spending. This reduces purchasing power, slows
growth and production — and harms the entire economy,” says Naqvi.

Study warns against counter tariffs: hit own economy harder than the US

To cushion the effects of the US tariffs imposed since April 2025, several countries are
aiming to introduce counter tariffs. Based on a simulation in the study, counter-tariffs could
cause greater economic damage in their own countries than in the US. Export-dependent
countries in particular, for which the US is a key sales market, must expect revenue losses of
between 0.5 percent and 5 percent. For example, Canada is estimated to suffer the largest
revenue loss due to the retaliatory tariffs, at 5 percent, followed by Finland (-1.8%), Ireland (-
1.78%) and Denmark (-1.2%). In Germany and Austria, the estimated loss is -1.02 percent
and -0.48 percent respectively. The US itself is expected to experience only minimal
economic losses of just -0.03 percent despite the retaliatory tariffs. This is mainly because it
is less dependent on imports from abroad.

“‘Retaliatory tariffs often act like a boomerang — they are intended to put pressure on the US,
but in many cases, they hit the domestic economy harder. Particularly export-dependent
countries end up paying the highest price themselves,” explains Nagvi.

Study calls for long-term political strategies and fair trade agreements

The study outlines the economic policy steps needed to make countries more resilient and
safeguard their prosperity. It is essential to broaden supply chains, diversify export markets,
and strategically invest in domestic production of critical goods such as energy or medicines.
This can reduce dependencies, secure supply, and lower vulnerability to price shocks or
trade conflicts. At the same time, the study's authors warn against short-term political
reactions such as retaliatory tariffs: While they may create political pressure, they often harm
the domestic economy more than the trading partner and hinder the development of stable
trade relations. Instead of reflexive measures, data-based strategies are needed to show
how sensitive countries are to price and supply changes.

“Only those who understand how vulnerable their own economy is to price and supply
shocks can act with resilience and foresight. In an increasingly protectionist global economy,
international cooperation and fair trade agreements are the most reliable path to stability and
sustainable growth,” concludes ASCII Director Peter Klimek.

About the study

The current study uses the QUAIDS model in combination with the Multi-Region Input-Output
dataset from the Asian Development Bank to analyze, based on data from 62 countries and
35 sectors, how sensitive economies are to price and income fluctuations and what the
consequences are for trade, production, and prosperity. The focus is on current global trade
developments, particularly the US tariffs imposed to date (as of 17th June 2025). The study
will be updated regularly.

About the Supply Chain Intelligence Institute Austria (ASCII)
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The Austrian Supply Chain Intelligence Institute (ASCII) is a globally leading supply chain
institute for interdisciplinary, data-driven analyses of global production and logistics networks
— with the aim of shaping resilient, sustainable, and future-proof supply chains. The institute
was founded as a research joint venture by the Austrian Institute of Economic Research
(WIFO) together with the Complexity Science Hub (CSH), the Logistikum of the University of
Applied Sciences Upper Austria, and the Association Network Logistics (VNL).

Contacts:

e Scientific contact: Asjad Naqvi, Senior Economist at WIFO, asjad.naqvi@wifo.ac.at,
+43 1798 26 01 - 273
e Press contact: info@ascii.ac.at, +43 1 4230102600

Image material:

Fig. 1: USA Trade Dependence (Copyright: ASCIl / WIFO)
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Fig. 2: Welfare losses from tariffs on the import side (Copyright: ASCIlI / WIFO)
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Fig. 3: Welfare losses from tariffs on the export side (Copyright: ASCIl / WIFO)
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