I‘AXIS BANK

Economic Research | Global

Section 301 tariffs: Revenue > deals > facts; more volatility ahead

The US government’s proposed Section 301 tariffs on 60 nations based on forced labor
findings (effective post public hearings) are timed to replace the 10% Section 122 tariffs
that expire 24-July, i.e., retain revenues. Differentiation is being attempted: 14 aligned
nations get a 10% rate (others 12.5%), Section 232 metals tariffs have been tweaked to
enable partner-specific rates, and the still ongoing excess-capacity probe against 16
partners can be used for leverage in bilateral deals. However, the risks of legal challenges
are intact: concluding investigations on 60 countries in four months means significant
scope for procedural lapses. Trade-policy uncertainty is likely to continue, though with
lower differentiation attempted, it is a smaller risk for market volatility than last year.

Exhibit 1: Forced labour tariffs set to replace Sec. 122 tariffs; effective rate 11%
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Source: Global Trade Alert; Axis Bank Research

Section 301 (labour) tariffs on 60 countries meant to preserve tariff revenues
The US Trade Representative (USTR) had two ongoing probes under Section 301 tariff
authority i.e. (i) forced labours; (i) excess capacity. Under the first, it has recommended 10/
12.5% tariffs on 60 countries. As we anticipated (link), these tariffs are set to be effective
just in time to replace the existing 10% baseline tariffs under Section 122, expiring on 24-
July. Awide net (99% of US trade) and a hurried timeline confirm that the intent is revenue
continuity (Fig 1). Tariff-exempt electronics, agri products, goods under USMCA and Section
232 tariffs (metals, pharma) and apparel/textiles under CAFTA-DR are out of scope (Fig 3).

Aligned partners got a 2.5pp preference (carrot); tariffs could still go up (stick)
All 60 countries under investigation were found to be deficient, but 14 (Canada, Mexico, EU,
UK, Taiwan, Malaysia, Indonesia, Cambodia, Bangladesh, Pakistan, Argentina, Ecuador, El
Salvador and Guatemala) received a 2.5pp tariff preference, i.e. 10% rate. This appears to be
based on their closer alignment with the US administration on trade deals/geopolitics.
Metals tariffs (Sec. 232) were also tweaked recently allowing country-specific concessions
(link), confirming this bias. While it signals the US trying to use carrots to rebuild leverage
with trading partners, the gap by itself is not meaningfully dis/advantageous (Fig 2). Add-on
tariffs under the (still ongoing) second excess capacity probe targets 16 countries (all major
trading partners ex-UK; including India) could be the ‘stick’ in trade negotiations.

Legal challenges are likely; trade and tariff uncertainty to rise once again

During the 2017 Section 301 probe on China, launch to public hearing took ~2 months; and
findings took another 5 months (Fig 5). In this instance, public hearings for 60 countries are
happening in less than 4 months from the date of initiation, with indicative tariffs already
announced. While more durable than IEEPA authority, Section 301 tariffs could still be
legally challenged on procedural lapses given a crunched timeline, especially because: (i)
Section 122 tariffs have also been legally challenged (link); (i) with the blanket use of these
tariffs, the constitutional question on ‘delegated authority’ will resurface. Even as markets
await certainty around the US-Iran war, trade/tariffs linked volatility could rise once again.
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https://ustr.gov/trade-topics/enforcement/section-301-investigations/section-301-failure-impose-and-effectively-enforce-prohibition-importation-goods-produced-forced
https://ustr.gov/trade-topics/enforcement/section-301-investigations/section-301-structural-excess-capacity-and-production-manufacturing-sectors
https://research.axiscapital.co.in/ResearchPortal/Download?E=bbdhakjj
https://www.cnbc.com/2026/03/04/bessent-says-global-15percent-tariff-starts-this-week-move-back-to-prior-rates-within-5-months.html
https://www.whitehouse.gov/presidential-actions/2026/06/further-adjusting-the-tariff-regimes-for-imports-of-aluminum-steel-and-copper-into-the-united-states/
https://ustr.gov/sites/default/files/USTR%20301%20Fact%20Sheet.pdf
https://www.reuters.com/world/us-trade-court-rules-against-trumps-10-global-tariff-2026-05-07/
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Exhibit 2: Proposed tariffs do not benefit/hurt countries in relative terms
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Effective tariff rate: By country
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Source: Global Trade Alert; Axis Bank Research
Exhibit 3: Most current exemptions stand; little change in sectoral tariff burden
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Source: Global Trade Alert; Axis Bank Research
Exhibit 4: Implied tariff rate based on April collections Exhibit 5: For 60 countries, the investigation timeline
is 7.4% vs. an effective (headline) rate of 11.1% has been extremely crunched
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Exhibit 6: Legal authorities to apply tariffs (ex-IEEPA)
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Legal Authority
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Source: Axis Bank Research
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Disclaimer: The report and information contained herein is of confidential nature and meant only for the selected recipient and should
not be altered in any way, transmitted to, copied, or distributed, in any manner and form, to any other person or to the media or
reproduced in any form, without prior written approval of Axis Bank. The material in this document/report is based on facts, figures and
information that are obtained from publicly available media or other sources believed to be reliable and hence considered true, correct,
reliable and accurate but Axis Bank does not guarantee or represent (expressly or impliedly) that the same are true, correct, reliable
and accurate, not misleading or as to its genuineness, fitness for the purpose intended and it should not be relied upon as such. Artificial
Intelligence tools may have been used (i) during the information gathering stage for compiling or collating data from (a) publicly available
sources, (b) databases to which Axis Bank subscribes, and (c) internally generated research data; and/or (ii) for compiling summaries of
this report. The opinion expressed (including estimates, facts, figures and forecasts) is given as of the date of this document is subject
to change without providing any prior notice of intimation. Axis Bank shall have the rights to make any kind of changes and alterations
to this report/ information as may be required from time to time. However, Axis Bank is under no compulsion to maintain or keep the
data/information updated. This report/document does not mean an offer or solicitation for dealing (purchase or sale) of any financial
instrument or as an official confirmation of any transaction. Axis Bank or any of its affiliates/ group companies shall not be answerable
or responsible in any way for any kind of loss or damage that may arise to any person due to any kind of error in the information
contained in this document or otherwise. This document is provided for assistance only and should not be construed as the sole
document to be relied upon for taking any kind of investment decision. The recipient is himself/herself fully responsible for the risks of
any use made of this information. Each recipient of this document should make his/her own research, analysis and investigation as
he/she deems fit and reliable to come at an independent evaluation of an investment in the securities of companies mentioned in this
document (including the merits, demerits and risks involved), and should further take opinion of own consultants, advisors to determine
the advantages and risks of such investment. The investment discussed or views expressed herein may not suit the requirements for all
investors. Axis Bank and its group companies, affiliates, directors, and employees may: (a) from time to time, have long or short positions
in, and deal (buy and/or sell the securities) thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction
involving such securities and earn commission/brokerage or other compensation or act as advisor or lender/borrower to such company
(ies) or have other potential conflict of interest with respect to any recommendation and related information and opinions. The
applicable Statutory Rules and Regulations may not allow the distribution of this document in certain jurisdictions, and persons who
are in possession of this document, should inform themselves about and follow, any such restrictions. This report is not meant, 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 not be in conformation to the law, regulation or which
would require Axis Bank and affiliates/ group companies to obtain any registration or licensing requirements within such jurisdiction.
Neither Axis Bank nor any of its affiliates, group companies, directors, employees, agents or representatives shall be held responsible,
liable for any kind of consequential damages whether direct, indirect, special or consequential including but not limited to lost revenue,
lost profits, notional losses that may arise from or in connection with the use of the information. Prospective investors and others are
cautioned and should be alert that any forward-looking statements are not predictions and may be subject to change without providing
any notice. Past performance should not be considered as a reference to future performance. The disclosures of interest statements if
any included in this document are provided only to enhance the transparency and should not be construed as confirmation of the views
expressed in the report. The views expressed in this report reflect the personal views of the author of the report and do not reflect the
views of Axis Bank or any of its associate and group companies about the subject company or companies and its or their securities.

Disclaimer for Singapore clients: This document is published by Axis Bank Limited, India (“Axis Bank”) and is distributed in Singapore
by Axis Bank. This document is not a research analysis or report concerning any investment product. This document does not provide
or purports to provide individually tailored investment advice, commentary or opinion. The contents in this document have been
prepared and are intended for general distribution strictly to accredited investor, expert investor or institutional investor. A recipient
of this document shall not provide or circulate this document to any other person. The contents in this document do not take into
account the specific investment objectives, financial situation, or particular needs of any particular person. The instruments and
product types mentioned in this document may not be suitable for all investors. You should independently evaluate particular
investments or product types and seek independent advice from a financial adviser regarding the suitability of such instruments or
product types, taking into account your specific investment objectives, financial situation and particular needs, before making a
commitment on any instruments or product types. This is because the appropriateness of a particular instrument or product type will
depend on your individual circumstances and investment objectives, financial situation and particular needs. The instruments and
product types mentioned in this document may not be suitable for all investors, and certain investors may not be eligible to purchase
or participate in some or all of them.

Disclaimer for DIFC clients: Axis Bank Limited (DIFC branch) is duly licensed and regulated in the Dubai International Financial Centre
by the Dubai Financial Services Authority (“DFSA”). This document is intended for use only by Professional Clients (as defined in the
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