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TRUMP’S TARIFF CHAOS
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Executive Summary

The re-emergence of Donald Trump’s economic doctrine —
engineered by U.S. Treasury Secretary Scott Bessent and
economic strategist Stephen Miran — signals a deliberate
realignment of the post-WWII global trade architecture. Their
coordinated effort, referred to here as Trump’s Plan, represents
a phased transformation designed to reindustrialize the U.S.,
convert trade into a tool of coercive diplomacy, and rebalance
currency dynamics in favour of American sovereignty.

Canadian businesses face immediate and long-term structural
risk — including new tariffs, altered cross-border rules, and
redefined strategic eligibility. This report outlines the
foundational ideology behind the plan, dissects its phased implementation, and proposes clear legal, commercial,
and geopolitical strategies to navigate the transition.

Ideological Foundation: Trade as a Tool of Statecraft

Scott Bessent’s doctrine fuses monetary policy, trade regulations, and military commitments into a singular matrix
of national power. His belief system includes the following tenets:

e Theinternational order subsidizing allies through U.S. trade deficits is no longer viable'.

e Economic policy must support industrial strength to enable military resilience?.

e Tariffs, currency manipulation charges, and financial access are tools — not endpoints —for coercing foreign
alignment®.

This philosophy reframes trade from a domain of mutual benefit to one of conditional reciprocity*, where
compliance with U.S. objectives determines access to markets and privileges®.

Strategic Framework: The Four Phases of Trump’s Plan

Phase 1: Tariff Chaos — Shock as Leverage

T Politico (Feb 2025), “Trump’s Trade & Budget Deficits Hit Record Highs”; Yahoo Finance (Jan 2025), “US Government Now Paying $3B per Day in Interest”.
2 Viice President J.D. Vance, Remarks on Industrial Mobilization, Feb 2025.

% Bessent, S. (2025), World Economic Forum Keynote.

4 Miran, S. (2023). A User’s Guide to Restructuring the Global Trading System.

5 Bessent, S., Treasury White Paper, “The Traffic Light Doctrine”, 2025.
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The first phase of Trump’s Plan involves the imposition of a blanket 25% tariff on Canadian manufactured goods,
including steel and vehicles, alongside a 10% tariff on energy exports®. The intent behind this approach is not merely
economic — it is strategic. The aim is to deliberately disrupt global stability to create negotiating leverage in
forthcoming bilateral and multilateral discussions. As Scott Bessent explained, “Tariffs have become a tool for
reordering our international relations”.

Phase 2: Reciprocity Enforcement — The “Traffic Light Doctrine”

In the second phase, countries are classified into three categories under what has been termed the “Traffic Light
Doctrine.” Nations designated as green are fully aligned with U.S. economic and security interests and therefore
receive preferential treatment, including low or zero tariffs. Yellow countries are partially alignhed and are offered a
path to green status through structural policy reforms. Red countries are considered adversarial or non-cooperative
and are subjected to punitive tariffs, capital restrictions, and strategic exclusion. Canada is presently categorized as
a yellow-status country, and its future access to U.S. markets will depend on its willingness to align with American
priorities.

Phase 3: Currency Accord - The Mar-a-Lago Framework

Phase three focuses on monetary realignment. Miran and Bessent propose a successor to the Plaza Accord of 1985
— an informal agreement referred to as the “Mar-a-Lago Accord”’. This framework envisions allied countries
voluntarily appreciating their currencies relative to the U.S. dollar in order to reduce trade imbalances®. Compliance
with this currency realighment would be rewarded with full financial access to U.S. capital markets and exemptions
from punitive trade measures®.

Phase 4 (Optional): Industrial Reconstruction

The optional final phase envisions a comprehensive reindustrialization of
the United States. If the preceding measures succeed in realigning global
trade flows, Trump’s team anticipates a revitalization of domestic
manufacturing through reshored supply chains and renewed capital
investment'®. Allied countries that support this vision may be incorporated
into U.S.-centered production networks — provided they accept U.S.-
structured trade terms and policy alignment.

Implications for Canadian Industries
A. Transportation & Automotive

e Tariff Exposure: 25% on vehicles and parts™’.
e Strategic Risk: Ontario’s sector threatened; limited USMCA
protection.
e Recommendations:
o Diversify toward CPTPP and EU markets.
o Use cross-border assembly and rules-of-origin strategies.

8 Department of Commerce, Tariff Schedule, March 2025.

7 Morningstar, “The Mar-a-Lago Accord Explained”, March 2025.

8 Interview with Bloomberg Economics, Dec 2024.

® GroveWhite Policy Memo, “Monetary Alignment and the Dollar’s Role”, 2025.
' Heritage Foundation Brief, “The New American Industrial Strategy”, Feb 2025.
" Transport Canada Industry Bulletin, March 2025.
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B. Manufacturing

e Tariff Exposure: Broad 25% across categories.

e Strategic Risk: Displacement by “green” states, logistic

volatility2.

¢ Recommendations:
o Embrace digital transformation.
o Enter alternate markets (UK, EU).

C. Steel & Aluminum

o Tariff Exposure: 25% and 10% respectively'®.

e Strategic Risk: Margin pressure and retaliatory fallout.

¢ Recommendations:

o Pursue North American defense carveouts.
o Develop niche value-added products for other allies.

D. Oil & Gas

e Tariff Exposure: 10% on crude and gas'.

e Strategic Risk: U.S. reliance offers limited leverage.

¢ Recommendations:
o Expand Asia-facing infrastructure.

o Maintain strategic ambiguity while pursuing export

diplomacy.

Interest Rate Impacts of Trump’s Plan
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Time Horizon

Impact on U.S. Interest Rates

Key Drivers

Short-Term
(612 months)

™ Higher

Import inflation, tariff shocks, Federal Reserve
tightening

Medium-Term
(1-3 years)

-/ 1 Slightly higher or stable

Capital reshoring, currency realignment, foreign
exchange volatility

Long-Term
(8-5+ years)

M or v Divergent paths

Industrial growth vs. de-dollarization and debt
sustainability

Canada’s Legal and Strategic Response

Canada responded to the tariff escalation by imposing C$30 billion in reciprocal duties’, while simultaneously
securing temporary USMCA exemptions through diplomatic channels®. Legal challenges were filed under USMCA
Chapter 31 and the WTO, asserting the U.S. tariffs violate international obligations'’. Domestically, a strategic shift
appears underway, with Mark Carney influencing a more technocratic response framework focused on targeted
alignment with U.S. demands"®.

2 Reuters, “Canadian Supply Chains Reconfigure”, April 2025.

3 Global News, “Steel, Aluminum Tariffs Return”, March 2025.

4 U.S. Energy Administration, Cross-Border Tariff Report, March 2025.
S Government of Canada Retaliation Schedule, March 2025.

6 Commerce Department Memo on USMCA-Exempt Goods, April 2025

"7 WTO Filing DS612, March 2025.

8 CBC, “Carney Succeeds Trudeau Amid Trade Crisis”, March 2025.
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Bessent’s Vision: A Neo-Mercantilist Realighment

SOCIAL SECURITY

Scott Bessent’s long-term strategy seeks to
reindustrialize the U.S. through tariffs and targeted
investment, arguing national security depends on
domestic production capacity. Under the “Traffic Light c TEXT TRUMP
Doctrine,” countries are categorized — green, yellow, or

red — based on alignment with U.S. interests. Currency | SoCiAL SECURITY
realignment, via the proposed “Mar-a-Lago Accord,”
would require allies to appreciate their currencies in
exchange for market access.

TEXT TRUMP
TO 88022

Inthe shortterm (2025-2026), the U.S. intends to expand
tariffs, initiate status-based trade talks', and lay the
groundwork for a new currency framework. Medium-term goals (2026-2028) include formalizing green status for
strategic allies, redirecting capital to domestic industries, and restricting outbound investments in red-status
jurisdictions. Ultimately, Bessent envisions a bundled system where trade, currency, and military access are
contingent on policy compliance®.

SOCIAL SECURITY

Strategic Roadmap for Canadian Businesses

Canadian companies must act swiftly. In the next 6-12 months, businesses should map tariff exposure, apply
USMCA exemptions, hedge currency risk, and prepare for logistical disruptions. Over 1-3 years, firms should localize
U.S. production, expand into CPTPP, UK, and EU markets, and invest in product and service innovation. Over the long
term (3-5 years), companies should integrate into friend-shored supply chains, support strategic resource
diplomacy, and align industrial strategies with North American defense priorities®'?2.

Conclusion: Preparing for a Conditional Order

Trump’s economic doctrine is not disorderly
protectionism — it is a structured, leverage-driven
realignment of global trade. For Canada, the
imperative is strategic flexibility: shifting from
defensive posture to anticipatory engagement.
Achieving “Green Status” is no longer a diplomatic
nicety — it is a business survival strategy. The
alignment of defense policy, trade conduct, and
economic planning will determine whether
Canadian companies thrive in the new architecture
or are relegated to peripheral markets.?®

9 Miran, S., ibid, Section on Reciprocal Tariff Enforcement.

20 Bessent, S., International Affairs Forum, Jan 2025.

21 Office of the USTR, “Conditions for Tariff Reduction”, April 2025.

22 \World Economic Forum, Davos Panel Transcript, 2025.

23 U.S. Bureau of Economic Analysis, 2024 Q4 Trade Report.

Congressional Research Service (2023). “U.S. Manufacturing as a Share of GDP”.
Miran, S., ibid, discussion of Triffin Dilemma and monetary strategy.

White House Press Briefing, Feb 2025; Commerce Secretary Lutnick’s statement.
Trump, D. (Feb 2025), Press Conference, White House Briefing Room.



