Impacts and responses to
a global trade war

The benefits of a multilateral ASEAN
response
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. O EABER
ASEAN can ameliorate all the effects of a trade war

through RCEP cooperation and unilateral non-participation in tariff rises B
EABER and CSIS have partnered to model the likely effects of the Change in ASEAN GDP Under Scenarios (%)
prospective US tariff regime, a global trade war and the possible
responses by ASEAN to that war. We find: @

The US tariffs will have material impacts 3.0 3-5

* The current US tariff regime and response by China and Canada is likely to result in 1.9 . l
a -0.6% decline in GDP across ASEAN nations (Scenario A). In line with current -
policy, there is limited rationale for large-scale retaliation by ASEAN nations. 06

Raising tariffs in response will worsen the impacts

* Underaglobal contagion (Scenario B) where all nations erect 15% tariffs on each
other, ASEAN GDP will fall dramatically (-11.1%) and employment effects will be
very substantial (-24.7%). AILASEAN countries will be negatively affected.

RCEP’s best response is to work multilaterally

* By unilaterally holding current tariffs levels to the rest of the world and fully and -11.1
immediately implementing RCEP agreements within the bloc (Scenario C1 -
Fully Implement), ASEAN’s GDP is estimated to be +13.0% higher compared to
the global contagion trade war scenario.

* Further liberalisation by RCEP establishing bilateral FTAs with India and the EU
(Scenario C2) can provide for further growth (+14.1% GDP compared to trade war).

* RCEP undertaking broader bilateral liberalisation (Scenario C3) with the rest of the
world (minus US) unlocks further gains (+14.6% GDP compared to trade war).

A - Current State
B - Global Contagion
C 3 - RCEP Global FTA

C2-RCEP + EU +India

* Note that changes in GDP are presented as percentage changes relative to the alternative future case absent each shock,
not changes relative to today’s GDP.

C1- RCEP Full Implemention



We studied three key policy questions for ASEAN through
scenario analysis and CGE trade modelling

1. What are the likely effects of 2. What would happen if all . . .
. J . i . . 3. What is the best response for ASEAN nations, using
the current US tariffs and nations responded by raising . . .
. .. . . RCEP as a vehicle for multilateral action?
selected retaliation? tariffs on all other nations?
ScenarioA ScenarioB Scenario C1
Forthcoming State Global Contagion RCEP Full Implementation

* Current US tariff and “rules of * Scenario Aapplied * Scenario B applied

origin” schedule, including sector- + Allnations respond with 15% tariffs » RCEP holds current tariffs externally, does not join in trade war

specific tariffs (e.g. auto sector) as on all other nations, including RCEP » RCEP implements current tariff and NTM elimination plans in zone

at 1 October 2025 members
« Chinaand Canada retaliation Scenario C2

RCEP India EU FTA

* Scenario C1 applied
* RCEP nations also establish a tariff-only FTA with India and EU

Scenario C3
RCEP Global FTA

* Scenario C2applied
* RCEP nations also enact tariff-only FTA with rest of world (minus US)



US tariff shocks Key Points
and initial * The imposition of new US tariffs (and

retaliation by China and Canada) will
impact ASEAN GDP (-0.6%), exports (-
0.2%) and employment (-1.6%)

 AULASEAN nations will be negatively
impacted, as will most regions around
the world

e Some ASEAN nations, such as Vietham,
(-1.4% GDP and -2.25% employment)
and Indonesia (-2.2% employment) will
see worse effects than others.

response

Scenario A




Scenario A - Current State

The US imposes tariffs as per October 2025, and China and

Canada respond

Shock

US applies new tariffs to imported goods

1 from each country, as well as Rules of Origin
for Chinese goods transhipped via third
countries.

Additional US tariffs applied to sectors:
2 vehicles, auto parts, metal products and
electrical products

China and Canada retaliate with tariffs on
US goods exports

Details

As per White House schedule Oct
2025 plus additional tariffs for
China (30%) and Canada (25%).

40% on transhipped goods.

See appendix for details

Vehicles and parts: 25% tariffs;
steel and aluminium 50%; energy
10%

China: 10% tariff on US goods;
Canada: 25% tariff on US goods

OEABER
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CSIS
INDONESIA

This scenario represents a
simulation of the current
scenario of US tariffs as per
October 2025, alongside major
sector-specific tariffs (noting
that tariffs change frequently).

Rules of Origin apply additional
tariffs (40%) on transhipped
goods from China to the US via
Asian countries.

Our model captures stated
retaliation from China and
Canada only, and covers
general tariff retaliation to the
exclusion of sector-specific
retaliation and non-tariff
retaliation.

* Note that Mexico is not separatelyidentifiable in our regional aggregation; analysis does not reflect the fact that higher tariffs and retaliation are also relevant for Mexico.



Scenario A - Current State

: ceg - @ EABER
ASEAN GDP declines -0.6% under current US tariff rises and

China/Canada response; most regions see negative GDP impacts b

INDONESIA

% change in GDP across regions, scenario A Key points

0.0 ’_‘ ,El e Tariffsimposed by USA, with retaliatory

] L L measures from China and Canada, lead to a
U -0.1 decline in aggregate GDP by 0.6% for ASEAN

03 countries.

-04
-0.5

L | 06 * The adverse impact on ASEAN nations stems
-0.8 — -0.8 from (a) direct tariff effects and (b) indirect
restrictions on transshipment trade from China
— (“certificate of origin” requirements).

=T = 1.4 14 * Potential trade diversion and investment

“2.9 el reallocation partially offset these negative
effects by redirecting economic activity within
the region.

China
Australia
Indonesia
Vietham
Thailand
Malaysia
Korea
Japan
India

EU
ASEAN
RCEP

e As per current policy, no retaliation by ASEAN
and RECP nations (excluding China) is
assumed, which dampen secondary effects.

Philippines
Rest of ASEAN
Rest of World

New Zealand

Source: EABER and CSIS modelling, October 2025



Scenario A - Current State

i e OEABER
ASEAN exports decline by -0.2% under current US tariff rises, =~ ==

with variable impacts across the ASEAN region Csis

INDONESIA

% change in exports across regions, scenario A Key points

1.8
13 * The negative export (-0.2%) effects at the

0.9 aggregate level for ASEAN hide notable
0.7 differences in export effects for some ASEAN

0.5 0.6 . . : o
0.1 0 nations, especially Indonesia, Philippines and
0 : the Rest of ASEAN.
|
-0.2 . o .
05 * The heaviest decline in exports occurs in
-0.7 10 Vietham and Malaysia, but exports vary across
o 1.2 the whole ASEAN region.
-1.5
—— 1.9 « Trade diversion and potential investment
: reallocation effects provide some mitigation,
'42'3 with the extent of relief varying based on each
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Source: EABER and CSIS modelling, October 2025



Scenario A - Current State

By Employment | ASEAN employment declines by -1.6% under current US = =&
tariff rises; all ASEAN nations are negatively impacted "

7 INDONESIA

% change in employment rate across regions, scenario A Key points

0.5

* The effects of the Trump tariffs and China,
Canada retaliation would have widespread
negative employment effects, with ASEAN
countries amongst the worst affected globally.

 AUWLASEAN nations would experience negative
impacts, in line with most countries around
the world.

* Both skilled and unskilled workers would be
similarly impacted on average across ASEAN
countries.

China
Australia
New Zealand
Indonesia
Vietnam
Thailand
Malaysia
Philippines
Rest of ASEAN
Korea

Japan

India

EU

Rest of World
ASEAN

RCEP

Source: EABER and CSIS modelling, October 2025
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Key Points

GlObal trade * |f all nations choose to respond by
contagion imposing a flat 15% tariff on all other

nations under a global trade war, a
global contagion scenario will result.

. * ASEAN nations would see a -

ALY [ 11.1%reduction in GDP, -17.4%drop in
exports and a catastrophic -24.7%drop
in employment

 Other nations and regions would all see
significant negative impacts across all
indicators.




Scenario B - Global Contagion

EABER
The rest of the world responds by lifting 0

tariffs on all other nations, leading to global contagion Csis

INDONESIA

Shock Details * This scenario represents a
simulation of the scenario in
which all nations implement

Assume Scenario A shocks and responses _ D EELLEUTE n?tlons asa

1 As per Scenario A response to ScenarioA-a

are enacted globaltrade war “contagion”.

* Among other things, this
Global contagion of tariffs

All countries impose a flat import tariff on S L=
2 0 ds f th ti § 15% Tariffs on all trade are set at 15% abandonment of the RCEP free
altgoodsiirom othernationso 0 between all nations trade agreement (alongside
other multilateral and bilateral
agreements).

US maintains tariffs at Liberation Day

3 See appendix for details
levels



Scenario B - Global Contagion

. . OEABER
ASEAN GDP decreases by -11.1%under a global contagion, with

consistently negative outcomes across ASEAN and the world CsIs

INDONESIA

% change in GDP across regions, scenario B Key points

u U u * Beyondthe U.S. tariffs and retaliatory

measures from China and Canada, a global

-1.8 .
ol 28 contagion would further depress GDP across
-3.6 the ASEAN region, where trade and cross-
;5 -5.4 o country value chains serve as critical drivers of
8 economic growth.
o 8.2 . L 8.4 . .
: — 9.3 9.2 * Real investment outflows from the region
A exacerbate the economic downturn,
s — -11.1 ini
i % — 11.8 undermining g.rovx./th prospects for ASEAN as a
155 whole and for individual member countries.
e
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Source: EABER and CSIS modelling, May 2025
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Scenario B - Global Contagion

O EABER

ASEAN exports drop markedly (17.4%) under a global contagion, =«

with all ASEAN nations and the rest of the world negatively affected

% change in exports across regions, scenario B

-9.2
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Source: EABER and CSIS modelling, May 2025

-16.6

Thailand

-26.2

Malaysia

[ ]

-2.9

Philippines

-9.5

Rest of ASEAN

-24.3

Korea

-21.4

Japan

-23.2

India

EU

-7.9
-13.3

Rest of World

-17.4

ASEAN

-16.3

RCEP

CSIS
INDONESIA

Key points

The export decline in ASEAN countries
surpasses the reduction in GDP, particularly
driven by the region’s heavy reliance on
componenttrade over the past two decades.

Global contagion disrupts cross-ASEAN trade
diversification, undermining regional
economic integration. This effect compounds
the adverse impacts stemming from disrupted
trade linkages with China.

The countries which are more integrated into

the value-chain tend to suffer more (i.e.
Vietnam, Malaysia)

11



Scenario B - Global Contagion

EABER
By Employment | ASEAN employment declines by -24.7% under forthcoming

US tariff rises; all ASEAN nations are negatively impacted Csis

INDONESIA

% change in employment rate across regions, scenario B Key points

* The effects of a global trade war would be
catastrophic on employment outcomes
s 82 around the world, with ASEAN countries

-4.9
amongst the worst affected.
-10.1 -10.3 11.0 * Overall employment would drop 24.7% across
) ASEAN, with Malaysia and Thailand showing
14.2 -18.7 133 -13.3 159 drops approaching -40%.
-21.2 -21.2 . .
' * Both skilled (-25.4%) vs unskilled (-24.2%)
-24.7 workers would be dramatically impacted.
-25.8
-37.6-37.5 * The substantial negative employment effects
©T « ®© ®© VW ®© £ T ®©& © Zz ®© c © S T z Ao P
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Source: EABER and CSIS modelling, July 2025
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RCEP fully
implements
current

agreement

Scenario C1

Key Points

If RCEP responds to a global contagion
by keeping current tariffs levels in place
and immediately implementing the full
RCEP agreement on tariffs and NTMs
within the bloc, major benefits arise
ASEAN would see a 1.9%rise in GDP and
2.1%rise in employment, reversing the
effect of a global contagion, even as
other regions contract.

However, RCEP action would have
negative impacts on India and the EU

13



Scenario C1 - RCEP Full Implementation

EABER
RCEP reduces tariffs and O

reforms NTMs within the bloc, while rest of the world continues trade war oI5

INDONESIA

Shock Details * This scenario represents a
RCEP-based responseto a
global contagion, further

Assume Scenario A and B shocks and As per.Scenar.loA ar.1c.| Scenario B, a'ccele'ran'ng plr—jmr?ed
1 including the imposition of 15% liberalisation within the bloc

responses are enacted : .
tariffs on all nations

* Withinthe bloc, RCEP countries
would immediately enact the
full scope of planned reforms
under the RCEP agreement,
including eliminating tariffs and
reforming NTMs among the
member countries

L . . RCEP countries immediately
) RCEP countries immediately implement implement current tariff reduction

the full RCEP agreement within the bloc and NTM liberalisation plans in full

RCEP countries do not participate
; RCEP countries unilaterally hold existing in the trade war, instead the simply

tariff levels with all non-RCEP countries maintain existing tariffs on all non-
RCEP countries

* RCEP countriesdo not enter the
trade war — they maintain
existing tariffs even when other
countries raise them

14



Scenario C1 - RCEP Full Implementation

; : . OEABER
ASEAN GDP increases by 1.9% by RCEP accelerating to eliminate =~ ==

tariffs within the RCEP area and holding tariffs on other nations CsIs

INDONESIA

% change in GDP across regions, scenario C1 Key points

4.3

* A“RCEP Fulllmplementation” scenario, would

3.6 3.5
19 deliver a 13.0% turnaround to ameliorate
10 08 ’1_5‘ global contagion. GDP would grow for ASEAN

0.1 and most member countries, driven by more
ﬁ on u market integration and strengthened value-
e U U chain within the region.
1.2
-1.9 510 . .
-2.6 ’ * Holding tariffs and NTMs bolster mutual
37 & -3.5 demand, enabling the absorption of excess
4.2 production capacities.
= - .
6.3 « Strengthened cross-country linkages enhance
. el production capacities and increase
@© @© @© @© g ona o o .
£ ‘§ 3 = = ?U ] o § S o % % substitutability in production for China and the
= C —_ o C o .
O s B 2 T < ¥ ] = T EU (constrained by Trump tariffs).
o 2 5 £ =

Indonesia
Philippines

Rest of ASEAN
Rest of World

New Zealand

* India and EU would face adverse trade and
investment diversion effects.

Source: EABER and CSIS modelling, May 2025
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Scenario C1 - RCEP Full Implementation

EABER
ASEAN exports marginally increase under Scenario C1, with O s
mixed effects across ASEAN; India and EU negatively affected

CSIS
INDONESIA

% change in exports across regions, scenario C1 Key points

0p 28
0.6 |_| ﬁ ,_l |_| IEI 0.2  Underan “RCEP Full Implementation”
u _0 > _0.3 B = scenario, exports from ASEAN as awhole

1.7 1.3 would grow marginally, but with mixed effects
-3.5 -3.9 across ASEAN countries.

* Withinthe region, component trade would be
= bolstered by strengthened industrial linkages
20.5 across countries.

\\

\

* Globally, enhanced production capacities,
facilitated by current RCEP tariff and NTM
arrangements, would drive trade and
investment diversion effects, mitigating the
adverse impacts of U.S. tariffs (and the
retaliation from Canada and China).

¥)
® |
©

e -
-61.4

EU

<
2}
-

China
Canada
Australia
Indonesia
Vietnam
Thailand
Malaysia
Philippines
Rest of ASEAN
Korea

Japan

India

Rest of World
ASEAN

RCEP

New Zealand

* Non-ASEAN countries may face negative
consequences from trade diversion effects.

Source: EABER and CSIS modelling, May 2025
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Scenario C1 - RCEP Full Implementation

By Employment | ASEAN employment rises 2.1% through multilateral
cooperation in the face of a trade war; ASEAN nations negatively impacted "

7 INDONESIA

% change in employment rate across regions, scenario C1 Key points

 ASEAN countries are largely able to avoid
negative employment impacts by fully
implementing the RCEP agreements and not
participating in a trade war.

* Both skilled (2.6%) and unskilled (1.7%) labour
show employment rises under this scenario.

* Depending on their different industrial
structure, there are differentemployment

effects.
-13.0
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Source: EABER and CSIS modelling, July 2025
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Key Points

RC EP enaCtS  |f RCEP responds to a global contagion
FTAS With India by fully implementing RCEP agreements

and establishing a tariff-only FTA with
EU and India, further benefits arise.

a nd E U * ASEAN would see a 3.0% rise in GDP,
3.1% rise in exports and 4.8% rise in
employment

* Establishing new FTAs would reduce or
remove the negative impacts on EU and
India compared to the “RCEP Full
Implementation” scenario

* China would also benefit more than
other scenarios.

Scenario C2

18




Scenario C2 - RCEP + India + EU

Shock

Assume Scenario A and B shocks and
responses are enacted

RCEP countries immediately implement
the full RCEP agreement within the bloc

RCEP countries unilaterally hold existing
tariff levels with all non-RCEP countries

4 RCEP countries establish FTA with EU and
India

RCEP countries hold current
arrangements within RCEP area and establish FTA with India and EU

Details

As per Scenario A and Scenario B,
including the imposition of 15%
tariffs on all nations

RCEP countriesimmediately
implement current tariff reduction
and NTM liberalisation plans in full

RCEP countries do not participate
in the trade war, instead the simply
maintain existing tariffs on all non-
RCEP countries

RCEP enacts bilateral FTAs with
India and EU (tariffs only)

No change to NTMs

OEABER

East Asian Bureau of Economic Research

CSIS
INDONESIA

This scenario represents an
RCEP-based response to the
trade war of further
liberalisation of trade

Instead of raising tariffs, RCEP
countries would complete the
implementation of existing
RCEP agreements within the
blocimmediately AND
establish tariff-only FTAs with
EU and India

All other nations would

participate in a global tariff
contagion

19



Scenario C2 - RCEP + India + EU

EABER
ASEAN GDP increases by 3.0% by establishing bilateral FTAs with O

EU and India

% change in GDP across regions, scenario C2 Key points

6.7

5.5 * Bothtrade and GDP of ASEAN countries will
further increase with the bilateral reduction of

tariffs on India and the EU
3.2 3.0

N
N
°

The production capacity of ASEAN as a whole
would be further improved, given its existing
strong linkages with China, the EU and other

‘ ‘ u |_, - u -0|_.6|3 countries

S 1.3 o * Trade and investment diversification effects
-4.5 will be strengthened, with improved

confidence and the newly created

consumption from zero tariff policies

o

—
o
w

] .

)
w

Canada
EU

China
USA
Korea
Japan
India
ASEAN
RCEP

* BothlIndia and the EU are materially better off
compared to the “RCEP Full Implementation”
scenario (C1).

Australia
Indonesia
Vietham
Thailand
Malaysia
Philippines
Rest of ASEAN
Rest of World

New Zealand

Source: EABER and CSIS modelling, May 2025
20



Scenario C2 - RCEP + India + EU

OEABER

ASEAN exports increase by 3.1% under Scenario C2, with most -~

ASEAN nations sharing in export growth; India exports rise and EU steady

% change in exports across regions, scenario C2

66 64
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Source: EABER and CSIS modelling, May 2025

CSIS
INDONESIA

Key points

Exports rise substantially through bilateral
tariff elimination with India and EU

The advantage of connecting the ASEAN
industries with the rest of the world make the
production capacities of the region more
resilient

India and the EU gain from the industrial
diversification as well, which in turn promote
their trade with the region

The ongoing connection with China and
industrial diversification can be maintained,
since the free trade policy offsets or mitigates
the impact of Trump tariffs

21



Scenario C2 - RCEP + India + EU

OEABER

By Employment | ASEAN employment rises 4.8% through extending FTAs to  ~=-wmes

India and EU, while Vietnam still lags ASEAN averages

% change in employment rate across regions, scenario C2

China
USA
Vietham

©
ie]
©
c
®©
©)

Australia
Indonesia

New Zealand

Source: EABER and CSIS modelling, July 2025

14.7
-

=

Thailand

9.4
=

Malaysia

Philippines

Rest of ASEAN

Korea

Japan

India

EU

Rest of World

4.8

ASEAN

RCEP

CSIS
INDONESIA

Key points

ASEAN countries can further drive
employment growth by fully implementing the
RCEP agreements and agreeing FTAs with India
and the EU

Both skilled (5.1%) and unskilled (4.5%) labour
show notable employment rises under this
scenario.

Vietham remains the only ASEAN country
experiencing a notable negative employment
impact, primarily due to industrial structural
adjustment—characterised by a contraction in
labour-intensive industriesand a
simultaneous expansion in capital-intensive
sectors.
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RCEP enacts
multilateral
global trade

liberalisation

Scenario C3

East Asian Bureau of Economic Research

2 CSIS
7 INDONESIA

Key Points

If RCEP responds to a global contagion
by liberalising internally and enacting
bilateral FTAs with the rest of the world
(minus USA) further benefits are seen.
ASEAN would see a 3.5% rise in GDP,
3.2% rise in exports and 6.1% rise in
employment

Notable gains for India and Rest of the
World would also result from this
scenario

23



Scenario C3 - RCEP Liberalise Multilateral

Shock

Assume Scenario A and B shocks and
responses are enacted

RCEP accelerates to adopt zero-tariffs and
NTMs within RCEP area

RCEP countries unilaterally hold existing
tariff levels with all non-RCEP countries

4 RCEP countries establish FTA with rest of
the world, minus USA

RCEP countries enact
multilateral tariff-only FTAs with the rest of world, (minus USA)

Details

As per Scenario A and Scenario B,
including the imposition of 15%
tariffs on all nations

As per Scenario C1

RCEP countries do not participate
in the trade war, instead the simply
maintain existing tariffs on all non-
RCEP countries

RCEP enacts bilateral FTAs with
RoW aside from USA (tariffs only)

No change to NTMs

OEABER

East Asian Bureau of Economic Research

CSIS
INDONESIA

This scenario represents an
alternative RCEP-based
response to the global
contagion of further, significant
liberalisation of trade globally

Instead of raising tariffs, RCEP
countries would liberalise
within the bloc and enact FTAs
droppingtariffs to zero in all
directions, without adjusting
NTMs

USA does not participate in
trade liberalisation / FTAs

24



Scenario C3 - RCEP Liberalise Multilateral

ASEAN GDP increases by 3.5% by RCEP countries enacting global

tariff liberalisation (excluding USA)

% change in GDP across regions, scenario C3

7.8
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Source: EABER and CSIS modelling, May 2025

O EABER
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CSIS
INDONESIA

Key points

Under a bilateral tariff-only liberalisation
scenario involving RCEP countries and the rest
of the world (excluding the USA), ASEAN GDP
reaches the highest level among modelled
scenarios.

The production ASEAN would be enhanced,
leveraging its robust existing linkages with
China, the EU, and other global partners.

Trade and investment diversion effects would
be amplified, driven by increased confidence
and new consumption opportunities created
by zero-tariff policies.

India would also experience notable economic
gains, benefiting from trade diversion and

investment reallocation effects.

25



Scenario C3 - RCEP Liberalise Multilateral

: . . EABER
ASEAN exports increase by 3.2% under Scenario C3, with most

ASEAN nations sharing in export growth; India and China benefit CsIs

INDONESIA

% change in exports across regions, scenario C3 Key points
/8 7.1
6.2 ] s * Under global liberalisation, most ASEAN
4.2 4.3 nations experience robust export growth.
25 2.7 2.5 32 21
1.6 H H ’_‘ ’_‘ '8 I ’—‘ « Integration of ASEAN industries with global
l—l s = o1 markets enhances the region’s production
4241'/ 0.0 capacities, fostering greater exports.

* Industrialdiversification (due to
complementarity) in India and the EU
stimulates their trade with ASEAN, amplifying
regional export opportunities.

\

== -10.8
'52'7 * |India and China also see substantial export
© @© @© @© o] @© (72] @© c © ) o 0 o o 9
g & 3 3 3 £ e g ¢ g g T o E i gains, capitalising on the expanded market
— (= —_— o= ona . . .
@) (c)% 3 S 3 & 7 8 ¥ 8 = Q < access facilitated by global liberalisation.
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Rest of ASEAN
Rest of World

New Zealand

Source: EABER and CSIS modelling, May 2025
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Scenario C3 - RCEP Liberalise Multilateral

EABER
By Employment | ASEAN employment rises further 6.1% through extending 0

FTAs to rest of the world (minus USA), while Vietnam still lags CSIS

INDONESIA

% change in employment rate across regions, scenario C3 Key points
17.0
—Ch « ASEAN countries can further drive
employment growth by fully implementing the
5.7 6.1 RCEP agreements and agreeing FTAs with the

rest of the world (minus USA)

* Both skilled (6.5%) and unskilled (5.8%) labour
show notable employment rises under this

scenario.
18 ~ 1.5 * Vietnam remains the only ASEAN nation with a
2.8 = 28 -2.5 notable negative employment impact, largely
-6.2 due to industrial structure.
-7.3

®© <€ ® ® he} ] £ §o) @© 7] = @® c ® ) ke =z o
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Source: EABER and CSIS modelling, July 2025
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Additional information — Changes in output by sector

Change in output by sector, (ASEAN aggregate), all scenarios, %
Key points

Scenario A

Inthe Global Contagion
(B) scenario there is
widespread negative
impacts across sectors.

The in the three RCEP-led
recovery scenarios, there

0.2 -0.6 0.5 -4.9 0.4 -1.3 -2.9 1.4 -2.1 1.7 -3.0 -0.2 -0.5 i :
T S arewinners and losers:
Scenario B Textiles and Apparel,
Global -2.6 3.2 -1.3 -13.8 -1.3 -8.5 -19.7 -9.6 -13.5 -15.7 -33.4 -7.1 -2.6 Chemical Products and
Contagion Other Manufacturing see
Scenario C1 reduced outputin all
RCEP Fully -0.2 -0.7 -0.8 -14.5 -6.1 -2.1 0.3 9.3 5.9 -10.5 2.0 2.8 1.9 recovery scenarios.
Implement

Scenario C2 Electrical Products, Motor
RCEP +India 0.6 -2.1 0.4 -8.5 -5.1 2.1 8.4 14.0 12.2 -6.9 2.7 2.7 2.4 Vehicles and Other

+EU Machinery see notable
Scenario C3 gains in all recovery
RCEP Global 0.5 -2.6 0.1 -8.6 -6.5 2.2 11.7 22.5 15.6 -7.9 4.1 3.2 2.9 scenarios.

FTA

Source: EABER and CSIS modelling, July 2025
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Additional information — Aggregate employment by scenario

Change in employment, (ASEAN aggregate), all scenarios, %

+26.8%

-24.7

A - Current State
B - Global Contagion

C1- RCEP Full Implemention

Source: EABER and CSIS modelling, July 2025

C2-RCEP + EU +India

6.1

C 3 - RCEP Global FTA

OEABER

East Asian Bureau of Economic

| CSIS
| INDONESIA

Key points

In Global Contagion (B)
scenario, there is
widespread and
substantial negative
impacts on employment.

Negative employment
impacts are likely in the
current state (A) too.

The in the three RCEP-led
recovery scenarios there
is widespread
employment growth.
Employment growth is
seen in all ASEAN nations.
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Model notes and limitations/ 2
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1. Benchmark Setting and Model Setup Sectoral Aggregation: 13 sectors are aggregated as follows:

Agricultural Products, Extractive Industries, Processed Model Closure: A short-run static closure is adopted where
Database Use: The analysis utilizes the GTAP v11 database Foods, Textiles and Apparel, Chemical Products, Metal employment is endogenous with fixed real wages, and
(2017), updated to reflect a 2023 simulation baseline. The Products (including aluminium), Electrical Products, Motor capital stock is fixed while returns to capital respond
study employs the GTAP V7 model, the latestversion Vehicles and Road Transportation (including electric endogenously to trade shocks.
available. vehicles), Other Machinery (e.g., shipbuilding, trains), Other

Manufacturing, Public Utilities, Transportation and Tariff policies affect trade volumes and patterns at the
We use 2017-2023 real GDP growth, population, and factor Communications, and Other Services. industry level, influencing employment, investment, and
supply as targets, endogenising technological progress and taxation (supply side), as well as GDP via household income
economic structure. Starting from the 2017 GTAP database,Sector and regional aggregation approach balances (demand side). Increased tariff revenues are assumed to
we simulate the 2023 baseline by adjusting these factors to computationalfeasibility with the need to reflect key fund public expenditure in each country.
align with observed economic indicators. This approach sectoral dynamics relevant to the tariffs’ effects.
follows standard practice in CGE modelling to ensure the The rationale for adopting a short-term closureis toisolate
baseline broadly reflects current economic conditions. 2. Simulation model the direct impacts of trade barriers, such as tariffs, from the

effects of longer-term investment reallocation. By fixing

Country Aggregation: The model includes 16 regions: Trade Diversion Effect: Tariff policies alter the relative prices capital at the industry level within each country, the model
China, USA, Canada, Australia, New Zealand, Indonesia,  of tradable goods in global markets, reshaping trade captures immediate trade shock effects on employment
Vietnam, Thailand, Malaysia, Philippines, the rest of ASEAN, patterns and generating trade diversion and destruction and GDP.
Korea, Japan, India, European Union, and Rest of the World. effects. Cross-country industrial linkages are incorporated

into the simulation results. This approach allows us to analyse the transmission
For Regional Comprehensive Economic Partnership (RCEP) channels through which tariff-induced trade effects impact

countries (China, Japan, Korea, ASEAN and Australia and Investment Effects: Investment allocation across countries GDP and economic growth, providing clearer insights into
NZ), the analysis captures both intra-RCEP interactions and follows the rate of capital return (World Bank methodology). short-term economic adjustments.
RCEP as an integrated bloc. Tariff policies influence these returns, driving the

reallocation of investment globally.
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Model notes and limitations/ 2

3. Non-trade Measures (NTMs)

NTMs are quantified using the iceberg trading cost method
(Walmsley and Minor, 2015), which estimated the ad
valorem tariff-equivalent for delayed transaction days in
bilateral trade, to capture their trade-restrictive effects
across a wide range of commodities and countries.

While this approach is less precise than econometric
methods for estimating NTMs, it provides a consistent and
broadly representative framework for cross-country
analysis. In the GTAP model, these transaction costs are
modelled as the changes in trading efficiency, which are
scenario-tested to confirm their minimal impact on overall
results.

We will elaborate on the specific NTM values, their

4. Estimating Rules of Origin Effects

We estimate the effects of the Rules of Origin (ROO)
principle (also known as Certificate of Origin) by allocating
tariffs imposed by the United States on Chinese goods to
third-country exports based on the proportion of Chinese
inputs in their production processes. Specifically, the tariff
rate levied on US imports from a third country is adjusted
according to the share of Chinese intermediate inputsin
that country’s industry.

Forinstance, if Chinese products constitute 10% of the
imported inputs in Viethnam’s electronics industry, and the
US imposes a 58% tariff on Chinese goods, a proportional
tariff of 5.8% would be applied to Vietnam’s electronics
exports to the US.

estimation methodology, and the rationale for their minimal This approach accounts for the indirectincorporation of

impactin the forthcoming paper to ensure transparency.

Chinese inputs in global supply chains, ensuring that tariffs
reflect the origin of value-added components. However,
further work to fully distinguish the Chinese imported
contentfor re-export from own-purpose consumption is
required to refine the estimates.

OEABER

ureau of Economic Research

B CSIS
INDONESIA

5. Known limitations

Given the changing nature of US policy, this study may not
reflect the latest tariff intentions — its focus is on ASEAN,
RCEP and the Asian region. It reflects only “Liberation Day”
announcements updated for ASEAN, RCEP, EU, Canada
and India tariff regimes implemented rules of origin as per 1
October 2025. Only sectoral tariffs for autos and parts, steel
and aluminium and energy are considered.

Unless specified, the model does not address other country
responses (e.g. retaliation beyond China and Canada) and
non-tariff responses.

Due to the limits of the GTAP environment, the model
excludes consideration of exchange rate effects. Over time,
changes in currency values (especially USD) may have
material effects on results.
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US tariff schedule used for this modelling exercise

Country,

China
European Union
Canada
Vietnam
Taiwan
Japan

India

South Korea
Thailand
Switzerland
Indonesia
Malaysia
Cambodia
United Kingdom
South Africa
Brazil
Bangladesh
Singapore
Israel
Philippines
Chile
Australia
Pakistan
Turkey

Sri Lanka
Colombia
Peru
Nicaragua
Norway
CostaRica
Jordan
Dominican Rep.

Modelled US tariffs, %

30
15
25
20
32
15
50
15
19
31
19
19
19
10
30
10
37
10
17
19
10
10
29
10
44
10
10
18
15
10
20
10

Utd Arab Emirates
New Zealand
Argentina
Ecuador
Guatemala
Honduras
Madagascar
Myanmar
Tunisia
Kazakhstan
Serbia

Egypt
SaudiArabia
El Salvador
Cote d’Ilvoire
Laos
Botswana
Trinidad & Tobago
Morocco
Algeria
Oman
Uruguay
Bahamas
Lesotho
Ukraine
Bahrain
Qatar
Mauritius

Fiji

Iceland
Kenya
Liechtenstein

10
10
10
10
10
10
47
40
28
27
37
10
10
10
21
40
37
10
10
30
10
10
10
50
10
10
10
40
32
10
10
37

Guyana
Haiti

Bosnia and Herz
Nigeria
Namibia
Brunei
Bolivia
Panama
Venezuela
North Macedonia
Ethiopia
Ghana
Moldova
Angola

DR Congo
Jamaica
Mozambique
Paraguay
Zambia
Lebanon
Tanzania
Iraq

Georgia
Senegal
Azerbaijan
Cameroon
Uganda
Abania
Armenia
Nepal

Sint Maarten
Falkland Islands

38
10
35
14
21
25
10
10
15
33
10
10
31
32
11
10
16
10
17
10
10
39
10
10
10
11
10
10
10
10
10
41

Source: White House (2 April 2025) plus selected updates for 1 October 2025in bold

Gabon

Kuwait

Togo

Suriname

Belize

Papua New Guinea
Malawi

Liberia

British Virgin Is.
Afghanistan
Zimbabwe
Benin

Barbados
Monaco

Syria
Uzbekistan
Republic Congo
Dijibouti

French Polynesia
Cayman Islands
Kosovo
Curagao
Vanuatu
Rwanda

Sierra Leone
Mongolia

San Marino
Antigua & Barbuda
Bermuda
Eswatini
MarshallIslands
St Pierre

10
10
10
10
10
10
17
10
10
10
18
10
10
10
41
10
10
10
10
10
10
10
22
10
10
10
10
10
10
10
10
50

Saint Kitts & Nevis
Turkmenistan
Grenada
Sudan

Turks & Caicos
Aruba
Montenegro
Saint Helena
Kyrgyzstan
Yemen

St Vincent & Gren
Niger

Saint Lucia
Nauru
Equatorial Guinea
Iran

Libya

Samoa

Guinea
Timor-Leste
Montserrat
Chad

Mali

Maldives
Tajikistan
Cabo Verde
Burundi
Guadeloupe
Bhutan
Martinique
Tonga
Mauritania

10
10
10
10
10
10
10
10
10
10
10
10
10
30
13
10
31
10
10
10
10
13
10
10
10
10
10
10
10
10
10
10

OEABER

East Asian Bureau of Economic Research

Dominica 10
Micronesia 10
Gambia 10
French Guiana 10
Christmas Island 10
Andorra 10
Central African Rep 10
Solomon Islands 10
Mayotte 10
Anguilla 10
Cocos (Keeling)ls 10
Eritrea 10
Cook Islands 10
South Sudan 10
Comoros 10
Kirib ati 10
Sédo Tomé 10
Norfolk Island 29
Gibraltar 10
Tuvalu 10
British Indian Ocean 10
Tokelau 10
Guinea-Bissau 10
Svalbard 10
Heard Islands 10
Reunion 73

CSIS
INDONESIA
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East Asian Bureau of Economic Research

The East Asian Bureau of Economic Research is aforum for high-quality economic
research focussing on issues facing the economies of East Asia. It comprises
representatives from Japan, China, South Korea, Vietnam, Cambodia, Laos, Thailand,
Malaysia, the Philippines, Indonesia and Australia. The rapid development of the East
Asian economies, the growth of intra-regional trade, financial and other economic
interaction, and East Asia’s new role in the global economy all underline the need for
access to a vastly increased range of quality economic analysis on East Asia.

https://eaber.org

CSIS Indonesia

The Centre for Strategic and International Studies (CSIS) in Jakartais an independent, non-
profit organisation focusing on policy-oriented studies on domestic and international
issues. CSIS undertakes research in economics, politics and social change, and
internationalrelations. In the area of foreign policy, CSIS research is complemented and
strengthened by its relations with an extensive network of research, academic, and other
organizations worldwide. Regional Partnerships In the wider Asia-Pacific region, CSIS is
actively involved with regional and international networks of Track-Two institutions and
think-tanks that interact with intergovernmental activities.
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