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After enduring a prolonged and unprecedented series of 

shocks, the global economy appeared to have stabilized, with 

steady yet underwhelming growth rates. However, the 

landscape has changed as governments around the world 

reorder policy priorities and uncertainties have climbed to new 

highs. Forecasts for global growth have been revised 

markedly down compared with the January 2025 Update, 

reflecting effective tariff rates at levels not seen in a century 

and a highly unpredictable environment. Global headline 

inflation is expected to decline at a slightly slower pace than 

what was expected in January.

Intensifying downside risks dominate the outlook. The swift 

escalation of trade tensions and high levels of trade policy 

uncertainty are expected to have a significant impact on global 

economic activity, both short- and long-term. 

Divergent and swiftly changing policy positions and 

deteriorating sentiment could lead to even tighter global 

financial conditions. Scaling back international cooperation 

and eroded policy buffers could jeopardize progress toward a 

more resilient global economy. Demographic shifts and a 

shrinking foreign labor force may curb potential growth and 

threaten fiscal sustainability. The resilience shown by many 

large emerging market economies may be tested as servicing 

high debt levels becomes more challenging.

Source: GEI – February 2025; IMF World Economic Outlook April 2025

Global 
Summary
Geopolitical and trade uncertainty 

stayed elevated in March, with 

inflation back in focus as consumers 

and producers expect higher prices; 

industry sentiment is still positive 

despite slow growth.

Read the full report here
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Food and services are the key contributor to Eurozone inflation; 
goods have continued their declining inflationary trend

Contribution to Eurozone annual inflation of 2.2%

Percentage points contribution

Source: Eurostat
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Eurozone inflation was 2.2% in March, down from 

August's reading. 

Driven by a drop in energy inflation (-1.0%) and a 

slowdown in core inflation (+2.4%) as services inflation 

cooled to 3.5%. Meanwhile, producer prices continued 

rising, with a 2.6% month-on-month increase in 

February.

IMF projections show inflation is expected to be 2.1% in 

2025, 1.9% in 2026, and 2.0% in 2027. For core 

inflation, ECB staff projections are: 2.6% in 2025 (+0.3% 

pp), 2.1% in 2026 (+0.2 pp), and 2.0% in 2027.

ECB cut key interest rates by 25 basis points on April 

17, 2025. 
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ECB continued its lowering cycle in April 
amid announced fiscal stimulus

Source: European Central Bank; Tullett Prebon Information; McKinsey analysis 

Eurozone: 10-year bond yield and the ECB main interest rate

Percent, monthly through April 2025
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April’s 25 bp cut was expected and 

confirmed ECB’s confidence in

Europe‘s disinflation process. It 

marked the sixth cut in this cycle 

leaving the deposit rate at 2.25%, 

down from a peak of 4.0%.

On the other hand, the effects of 

tariffs and trade policies on inflation 

remain uncertain. Stronger euro, 

lower commodity prices and negative 

demand shock should mitigate price 

growth. 

However, potential disruption to 

supply chains and direct impact of any 

EU retaliation would push prices up.

McKinsey & Company 6
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Nominal wage growth in the Eurozone still has 
been high; however, is slowing

Source: National Statistical Institute of Italy, UK Office for National Statistics; BLS; German Central Bank; French Ministry of Labor/INSEE; European Central 

Bank; Haver Analytics; McKinsey analysis 

4.6% nominal wage 

growth for 2024 in 

Eurozone translated in 

2.2% of real growth.

3.4% ECB forecast of 

nominal wage growth for 

20252 in Eurozone. 

Compared to expected 

consumer inflation of 

2.3%, indicates positive, 

but slowing real wage 

growth.
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Wage recovery started to translate into 
higher consumption amid high savings
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Real wages have improved towards 

end of 2025 as nominal wage are 

catching up with high inflation of the 

last years. 

Household consumption started to 

recover in Q3 and Q4 as purchasing 

power is improving.

Savings are edging up (~15-16% in 

2024) due to positive real wage 

growth and slow dynamics in 

consumption expenditures.
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Long-term consumption volumes trended above disposable income 
growth, which only recently caught up amid lower inflation
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Consumer sentiment consistently suggests 
lack of robust recovery in spending

-10

0

10

20

30

40

50

60

70

-30

-20

-10

0

2005 2007 2009 2011 2013 2015 2017 2019 2021 2023 2025

Source: European Commission; McKinsey analysis

Consumer confidence, left scale

Neutral = 0, through March 2025

Expected inflation, next year, right scale

Percent, through March 2025

McKinsey & Company 10

Consumer confidence 

undermined by several factors:

• Softening labor market with 

slowing wage growth

• High price levels reached 

between 2020-24

• Still high interest rates, with 

recent easing only gradually 

boosting consumer credit

• Political risk remain, including 

looming US tariffs
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Reported

“US fiscal reset” or negative reaction by consumers to tariff-driven 
price increases could trip Eurozone into recession
McKinsey Integrated Scenarios, updated April 15, 2025

Source: National statistics agencies; McKinsey analysis, in partnership with Oxford Economics; McKinsey Value Intelligence Platform
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McKinsey Integrated Scenario narratives – Eurozone
McKinsey Integrated Scenarios (co-developed with Oxford Economics), updated April 15, 2025

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information

CA

Global tensions remain heightened as 

the US raises tariffs and trade 

partners retaliate in kind. 

Despite the new tariffs, near-term 

growth is largely unimpeded with the 

eurozone  expanding 1.0% in 2025 as 

monetary easing supports recovery in 

consumer spending and investments. 

Fiscal expansion, with gradually 

increasing military spending, also 

adds to growth. In the mid-term, 

technology and infrastructure 

investment support productivity growth 

and Eurozone grows at 1.5-1.6% 

annually.

Inflation remains around the 2% target 

in 2025, partially raised directly by 

tariffs and below it in the next years. In 

turn, the ECB continues lowering 

interest rates in its process towards 

neutrality. 

No real disruption

Global conditions become more 

favorable. Amid limited tariffs 

countries pivot towards multipolar 

stability. Successful implementation 

of structural reforms driving 

competitiveness and productivity 

accelerates the eurozone’s growth to 

1.9% in 2025 and ~3% in 2026-30. 

Improved supply-side conditions help 

to keep inflation below the 2% target. 

Those factors contribute to better 

consumer confidence and 

acceleration of their willingness to 

spend.

Increased activity allow the ECB to 

keep interest rates above near-zero 

levels from 2000’s. Growth helps to 

gradually restore fiscal stability and 

generate the income required to 

finance a sustainable energy 

transformation and to ameliorate the 

impact of aging populations.

Productivity 

      acceleration

The US administration radically cuts 

the fiscal deficit. This move tips the 

US into recession in 2025. As a result, 

consumers and businesses are more 

cautious globally. The eurozone 

stagnates in 2025-26 and ECB cuts 

interest rates amid weak demand.

In the mid-term, improved global 

coordination interplays with supporting 

economic policies. Structural reforms 

aimed at competitiveness and 

productivity are implemented in line 

with expansionary fiscal policy, driven 

by defense spending. This supports 

consumer confidence and willingness 

to spend. As a result, growth 

accelerates to ~3% in 2027-30.

After initial demand-driven decline, 

improved supply-side conditions help 

to keep inflation below the 2%. The 

ECB normalizes monetary policy and 

holds interest rates stable at ~3%.

US fiscal resetB

Global conditions turn less favorable. 

The US moves in early 2025 to raise 

tariffs on all imported goods and most 

other trading partners retaliate in 

kind. Eurozone’s prices jump ~3.5%. 

The ECB interprets this as a one-time 

price increase and raises interest 

rate, but only marginally. However, 

price-sensitive consumers abruptly 

shrink spending and 2025 Q2 marks 

the beginning of a ~3% recession.

The geopolitical landscape remains 

fraught. Innovation fails to deliver 

productivity, slowing the post-

recession recovery. The eurozone 

economy slows down, with growth 

slipping to below 1% annually. The 

ECB cuts interest rates to ~0.5% and 

restarts quantitative easing in a vain 

attempt to boost growth. As a result, 

inflation remains is close to the 2% 

target, despite the weak demand.

Global tensions 

      escalate

D
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2025Q2 US 70% on China; China 60% on US

2025Q3-2026Q2 both 30%

2026Q3 both 17%

2026Q4+, both 10%

Tariff outcomes vary depending on geopolitical conditions
Updated April 15, 2025

Source: McKinsey analysis, in partnership with Oxford Economics

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information
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aluminum, and motor 

vehicles
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US-Japan 10% tariffs on metals and 

motor vehicles. 

Japan reciprocates
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Korea

10% tariffs on metals and 

autos, 25% tariff on steel & 

aluminum. 

N/A
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Vietnam
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and solar panels. 

Vietnam 
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Real 
Disposable 
Income

In 2024, nominal disposable income grew strongly, driven by 

continuously robust labour markets and ongoing disinflation. Strong 

labour markets have facilitated nominal wage growth exceeding 4.5%, 

which translated into 2.2% of real growth.

Unemployment in 2024 was at 21st century lows of around 6.5%. 

Labor markets are expected to remain resilient, albeit cooling in 2025. 

Recent high-frequency data indicates further declines in 

unemployment.

​ As a result, real incomes are anticipated to continue rising, however 

at slower pace. Consumer inflation forecast stable at around 2.0-2.5% 

and slowing nominal wage growth points to still positive, but lower real 

wage growth and enhanced purchasing power. 
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Real disposable income (1/2)
Real incomes have recovered in 2024 as nominal wage growth has exceeded inflation; some slowdown for 2025

Source: Oxford Economics, National Federal Statistical Office
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Real disposable income (2/2)
Real incomes have recovered in 2024 as nominal wage growth has exceeded inflation; some slowdown for 2025

Source: Oxford Economics, National Federal Statistical Office

1. Poland, Sweden: data for Q1 2024 estimated by Oxford Economics; 2.  All European Union Member States in the euro area       3. Index data for Russia not available

90

95

100

105

110

115

120

2019 20 21 22 23 2024 2025

Europe2

Poland

United 

Kingdom      

Sweden

Russia3

Spain

Switzerland    

Personal disposable income, real1

Index (2019 Q1=100), Quarterly

1.1

-0.5

7.3

3.4

-2.6

0.1

1.0

2.4

7.4

6.4

5.8

0.5

1.8

3.7

1.4

3.4

2.9

4.3

1.4

2.1

2.0

2024

Change (%)

Q1 22 – Q1 23

Change (%)

Q1 23 – Q1 24

Change (%)

Q1 24 – Q1 25



McKinsey & Company 17

Consumer 
Confidence

Eurozone consumer confidence has been undermined, declining in Q4 

2024 and all months in 2025, signalling challenges for consumer 

recovery. Purchase intentions have worsened.

Consumer confidence is being undermined by softening labor market 

with slowing wage growth, and price levels reached during heightened 

inflation period 2020-24, not yet caught up by incomes. This negative 

sentiment has been recently strengthened by increasing geopolitical 

risks, including looming US tariffs.

Over the next months, gradual recovery in consumer confidence could 

be supported by tamed inflation, decreasing interest rates, and still 

improving (albeit at slower pace) real incomes. Still, given the 

uncertain outlook and rising geopolitical tensions, more cautious 

consumer spending behaviour may continue.



McKinsey & Company 18

Consumer Confidence (1/2)
Consumer confidence has been declining amid softer wage growth and geopolitical risks  

Source: OECD

1. All European Union Member States in the euro area; to December 2023
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Consumer Confidence (2/2)
Consumer confidence has been declining amid softer wage growth and geopolitical risks

Source: OECD

1. All European Union Member States in the euro area; 2. Until May 2023; 3. Until February 2024
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Private 
Consumption

In the fourth quarter of 2024, the Eurozone's real private consumption 

increased by 1.5% year-over-year, and 0.4% quarter-over-quarter. Full year 

growth reached 1.1%.

More dynamic recovery towards end of 2024 robustly supported GDP growth. 

This reflected signs of consumers starting to deploy real income gains and the 

impact of lower interest rates. 

The pace of consumer recovery is likely to align with possible further 

strengthening of real incomes and easing of ECB policy lowering borrowing 

costs. Still, consumption growth is expected to remain muted amid high 

uncertainty and subdued confidence. Perceived downside risks include 

softening labor market and the prospect of US tariffs weighing on the 

confidence and spending intentions.
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Private Consumption (1/2)
Private consumption accelerated towards end of 2024, while several downside risks weigh on outlook

Source: Oxford Economics, National Federal Statistical Office
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Private Consumption (2/2)
Private consumption accelerated towards end of 2024, while several downside risks weigh on outlook

1. All European Union Member States in the euro area; index data for Russia not available
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Retail Sales

At the end of 2024, the Eurozone's real retail sales volume has started to spot 

a glimpse of recovery and closing the year growing at 2.0%, yet recent trade 

policy uncertainty is likely to weight on 2025 outlook despite promising start. 

Retail sales volumes remain slightly above pre-pandemic levels but have not 

returned to the "post-lockdown" highs of 2021-22. Meanwhile, nominal 

spending, previously boosted by rising prices, has experienced only modest 

growth.

The subdued growth in retail sales reflects continued weak household 

sentiment. Despite a slowdown in inflation, consumers remain cautious due to 

the higher cost of living that may or may not deteriorate further. Additionally, 

lower interest rates only gradually translate into more accessible credit.

Any improvement in retail sales dynamics is likely to depend on a further 

recovery in purchasing power, easing of monetary policy and a more certain 

future in terms of tariffs.
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Retail Sales (1/2)
Gradual recovery in retail sales volume across most countries towards end of 2024 and slowdown in early 2025

1. All European Union Member States in the euro area 
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Retail Sales (2/2)
Gradual recovery in retail sales volume across most countries towards end of 2024 and slowdown in early 2025

Source: Eurostat, Haver, ONS

1. All European Union Member States in the euro area 
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Consumer 
Prices

Eurozone inflation was 2.2% in March, slightly down from February's reading. 

This was driven by both declines in volatile energy prices and core inflation 

cooling to 2.4%, helped by services which drop to 3.5% and transport in 

negative territory. 

Headline inflation is nearly on target. IMF projections show that inflation is 

expected to be 2.1% in 2025, 1.9% in 2026, and 2.0% in 2027. For core 

inflation, ECB staff projections are: 2.2% in 2025 (revision -0.1 pp compared 

to previous projections), 2.0% in 2026 (+0.1 pp), and 1.9% in 2027. The 

projected moderation is due to a gradual decline in services inflation and 

cooling of labor markets.

ECB cut its main rates by 25bps in April, where its key rate1 is at 2.25% down 

from 4.0% in September 2023. Bond markets expectations have rebounded 

recently amid trade policy uncertainty and its inflation impact

1. ECB main deposit rate 
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Consumer Prices (1/2)
Disinflation in the Eurozone has continued with recent numbers approaching European Central Bank’s target

Source: Oxford Economics, National Federal Statistical Office
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Consumer Prices (2/2) 
Disinflation in the Eurozone has continued with recent numbers approaching European Central Bank’s target

Source: Oxford Economics

1. All European Union Member States in the euro area
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Macroeconomic context

Macroeconomic context
Value creation in European Consumer  Retail

Value creation in European Consumer & Retail

• CPG
Retail

• Retail
Margin recovery in a post-inflation world: CPG and Retail compared

• Margin recovery in a post-inflation world: CPG and Retail compared
Spotlight perspective – Tariffs and the potential impact on Consumer  Retail

Spotlight perspective – Tariffs and the potential impact on Consumer & Retail
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Value creation 
drivers

Main developments 
(TSR)

Global stock markets are down -2% in 2025 YTD through end-March and -11% through April 7, 

reversing the positive trend of 2024 (+18%). Compared to other industries, CPG has been more 

resilient, with flat TSR in 2025 YTD. Despite this, all CPG subsectors saw negative TSR in early April. 

The sector remains one of the higher-valued industries, supported by strong returns on capital, which 

provide resilience amid recent market downticks.

Following a modest recovery in 2024 after a tough 2023, CPG subsegments are once again 

experiencing TSR slowdowns in 2025. Early signs of recovery seen last year have faded, except for 

Tobacco, which continues to lead TSR in both 2024 and YTD, while Alcoholic Beverages lags. 

Notably, subsector TSRs in Europe have been less impacted than their global counterparts YTD.

Most CPG subsegments’ growth, globally and in Europe, rebounded in 2024 vs. 2023. Globally, Soft 

Drinks and Tobacco led with the highest absolute growth in 2024, while Leisure Products posted the 

strongest rebound. However, top-line growth is expected to decelerate again in 2025, falling short of 

late 2024 consensus expectations, with margins expected to stay flat to slightly positive.

In the last earnings season, most companies met or beat consensus, particularly on EBITDA, 

prompting upward forecast revisions two-years ahead. Alcoholic Beverages was a notable exception, 

with more misses on both Revenues and EBITDA, leading to downward estimate revisions.

CPG companies that attract high valuations generally have higher growth and margin expectations – 

both in the short and long term – continuing their superior historical performance. 

Growth currently is generally the biggest value driver for CPG companies, even for companies with 

currently low Return on Invested Capital (ROIC). Packaged Foods is an exception, where margin is 

the biggest value driver for low ROIC companies, given its low spread to the cost of capital.

Q2 2025 in CPG
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Global markets are down -2% YTD through the end of March 
and -11% through early April
W. Avg. shareholder return in %, 2010 – 20251
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Multiples are below 2024 but still above long-term averages
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CPG remains one of the higher-valued industries, driven by its high 
returns on capital
Industries analyzed based on 15-year average ROIC (%) & latest 1- Yr Forward P/E (x)1
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Globally, CPG subsegments saw some recovery in 2024, but YTD 
TSR in 2025 has been modest or negative, except for Tobacco
Tobacco leads TSR in 2024 and YTD, while Alcoholic Beverages trails

Total shareholder returns (TSR) since Dec 2018 

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence
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Globally, all CPG subsegments saw negative TSR in early April 2025
Since November, only Tobacco has posted positive TSR, while Leisure Products saw the steepest decline

Total shareholder returns (TSR) since Oct 2024

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence
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Subsector TSRs in Europe have been less impacted than their global 
counterparts YTD
Only Soft Drinks CPGs surpassed global peers in TSR for both 2024 and 2025 YTD

Total shareholder returns (TSR) since Dec 2018 

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence
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In Europe, all CPG subsegments turned negative in early April 
2025, though losses were slightly less severe than globally
Despite negative returns in early April, Tobacco, Soft Drinks, and Packaged Food posted positive TSR since November

Total shareholder returns (TSR) since Oct 2024

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence

Nov24 Dec24 Jan25 Feb25 Mar25 Apr25
0

95

100

105

110

115

120

125

90

130

135

Oct 31, 2024 =100. Ending Apr 8, 2025. Daily

-6

14

-2

2

-4

21

Alcoholic 

Beverages

Europe

1. N = 351

Soft Drinks

Europe

Home & 

Personal Goods

Europe

Packaged Food

Europe

Leisure 

Products

Europe

Tobacco

Europe

-3

-4

-2

-2

-10

-3

Subperiod:

Oct 31, 2024 – 

Mar 31, 2025

%

-4

18

0

5

6

25

Full period:

Oct 31, 2024 – 

Apr 8, 2025

%

Subperiod:

Mar 31, 2024 – 

Apr 8, 2025

%



McKinsey & Company 40

Globally, most CPG subsectors saw stronger growth in 2024, but are 
expected to slow in 2025, with margins mixed flat, up or down
Growth is expected to decelerate in 2025, falling short of prior late 2024 consensus expectations

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence

1. N = 339 (Alcoholic Beverages 51, Soft Drinks 27, Home & Personal Goods 63, Packaged Food 157, Leisure Products 28, Tobacco 13); only includes companies for which 2025 & 2026 estimates are available

2. 2024 based on latest analyst consensus if actuals not available yet; 2025 & 2026 based on latest analyst consensus estimates
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In Europe, 2025 growth is expected to vary by industry, falling short 
of prior estimates, while margins improve in most subsectors
In 2025, Tobacco, Alcoholic Beverages see the lowest growth, but highest margins; Soft Drinks, highest growth, lowest margins

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence

1. N = 54 (Alcoholic Beverages 9, Soft Drinks 5, Home & Personal Goods 8, Packaged Food 25, Leisure Products 4, Tobacco 3); only includes companies for which 2025 & 2026 estimates are available

2. 2024 based on latest analyst consensus if actuals not available yet; 2025 & 2026 based on latest analyst consensus estimates

3. Driven by rising consensus estimates and higher-than-expected revenue growth across all 3 companies
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The most recent earnings announcements revealed relatively 
positive revenue and EBITDA surprises across industries
Notably, only for Alcoholic Beverages, relative more players missed both the revenue estimate -and the EBITDA estimate
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Forward EBITDA estimates adjusted upwards for most subsectors, 
while revenue revisions are mixed
Alcoholic beverages expected to see more companies facing negative revisions in estimates
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1. N = 322 (Alcoholic Beverages 48, Soft Drinks 25, Home & Personal Goods 61, Packaged Food 150, Leisure Products 26, Tobacco 12); 2. EV and analyst estimates as on March 31, 2025; 3. Medians within quartiles; Companies categorised 

into quartiles based on Valuation Multiple as on March 31, 2025; 4. Estimated using a simple DCF model by company. Revenues and margins for 2025 based on analyst consensus. 2026+ implied growth rate solves for March 31, 2025 

company Net Enterprise Value. 2026+ margin set equal to 2026 expected margin and capital turnover set equal to median of last 3 years. Continuing Value starts in 2039, where growth is capped at 4.5%. 4. Based on a smaller sample size 

(n=287) because meaningful results could not be generated for all 322 companies; other results on this page are robust to using this smaller sample size

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence
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Growth is the key value driver for CPG companies, with ROIC for 
most categories well above WACC
Even low ROIC companies are generally creating value in CPG by generating returns above cost of capital
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Macroeconomic context

Macroeconomic context
Value creation in European Consumer  Retail

Value creation in European Consumer & Retail
CPG

• CPG

• Retail
Margin recovery in a post-inflation world: CPG and Retail compared

• Margin recovery in a post-inflation world: CPG and Retail compared
Spotlight perspective – Tariffs and the potential impact on Consumer  Retail

Spotlight perspective – Tariffs and the potential impact on Consumer & Retail
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Value creation 
drivers

Main developments 
(TSR)

Q2 2025 in Retail

Global stock markets are down -2% in 2025 YTD through end-March and -11% through April 7, reversing 

the positive trend of 2024 (+18%). January saw positive TSR across most industries, followed by a mixed 

performance in Feb and March, then a sharp drop in early April across all industries. Retail's -5% TSR YTD 

was relatively less negative than most industries, while Apparel, Fashion & Luxury saw a steeper decline of 

-18%. Overall, valuation multiples remain near long-term averages.

Following a strong recovery in 2023, globally most Retail subsegments continued to deliver positive TSR in 

2024 – except Sportswear & Sports Retail. While Europe rebounded more strongly in 2023, only 

Department Stores and Sports subsectors outperformed their global counterparts in 2024. In early April 

2025, all subsectors posted negative TSR, though European declines were milder than global ones.

Globally, for 2024, most Retail subsegments saw improved top-line growth, except AF&L and Specialty 

Retail. In Europe, only 2 of 8 subsegments matched this trend. For 2025, growth expectations have shifted 

down (with Europe hit less than globally), as analysts now project a slower pace than they estimated back 

in 2024. Still, consensus for 2026 points to renewed optimism. Margins are expected to stay relatively flat – 

a sign of Retailers’ ability to pass on inflation- and supply-driven cost pressures.

In last quarter’s earnings season, most companies met or beat EBITDA consensus, leading to upward 

revisions in two-year forward estimates. The revenue picture was more mixed. Share price reactions were 

limited on earnings day, though some stocks moved over 10%.

Retail companies that attract high valuations have higher long-term growth expectations, continuing their 

strong historical performance. The margin picture is more diverse across sub-sectors. 

Even though valuations of companies with relatively high ROICs are typically more sensitive to changes in 

growth than margin, margin is considered the key value driver for both low and high ROIC companies 

within Mass, Grocery & Drug, Department Stores and Wholesale.

…
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Global markets are down -2% YTD through the end of March 
and -11% through early April
W. Avg. shareholder return in %, 2010 – 20251
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3. 2025 year-to-date, ending April 7th 2025

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence
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April to date TSR dipped industry-wide, with Retail less affected 
and Apparel, Fashion, and Luxury hit harder
Weighted average TSR performance by Industry in %, 2025

As of April 7, 2025
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Multiples are below 2024 but still above historical levels
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Retail and Apparel, Fashion & Luxury remain valued just above the 
median across all industries, driven by their high returns on capital
Industries analyzed based on 15-year average ROIC (%) & latest 1- Yr Forward P/E (x)1
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Globally, most Retail subsegments stayed positive in 2024 but 
turned negative YTD, except Specialty Retail
Sportswear & Sports Retail was the only subsector down in 2024 and again the weakest in 2025 YTD

Total shareholder returns (TSR) since Dec 181 

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence
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Globally, all Retail subsectors experienced TSR declines within just 
a few days in early April 2025
Despite negative returns in April, Specialty Retail was the only subsector with positive TSR since November

Total shareholder returns (TSR) since Oct 2024

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence
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While Europe rebounded more strongly in 2023, only Department 
Stores and Sports outperformed their global counterparts in 2024
YTD through end-March, European declines were less severe than global ones

Total shareholder returns (TSR) since Dec 181 

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence
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In Europe, all Retail subsectors posted negative TSR in early April 
2025, tough declines were milder than those in global Retail
Sportswear & Sports Retail and Apparel, Fashion & Luxury were hit the hardest in April

Total shareholder returns (TSR) since Oct 2024

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence
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Globally, most Retail subsegments saw improved growth in 2024, but 
2025 growth expectations have shifted down for all segments
Despite inflationary challenges margins remained stable

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence

1. N = 325 (AF&L 84, Department Stores 26, Specialty retail 19, Sportswear & Sports Retail 22, Internet and Direct Marketing Retail 32, Mass, Grocery & Drug 118, Home & DIY 18, Wholesale and Cash & Carry 6); only includes companies for 

    which a forward-looking estimate is available;     2. 2024 based on latest analyst consensus if actuals not available yet; 2025 & 2026 based on latest analyst consensus estimates     
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In Europe, around half of Retail subsectors expect 2025 growth to 
align with consensus projections made in 2024
For 2025 growth, fewer European Retail subsectors saw downward revisions (3 of 8) compared to global counterparts (8 of 8)

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence
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Across subsectors, EBITDA surprises were more positive than 
revenue surprises in latest earnings announcements
Department Stores, Specialty Retail, and Home & DIY beat EBITDA expectations despite lower-than-expected revenues
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Following positive EBITDA surprises, two-year forward EBITDA 
estimates were revised upward
For Department Stores, Specialty Retail, and Home & DIY, most revenue estimates were revised downward

< -5% -5% to 0% 0% to 5% > 5%

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence
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High-valued Retail companies have higher long-term growth 
expectations, continuing their strong historical growth (1/2)
Margin picture is more diverse across subsectors

1. N = 262 (AF&L 69, Department Stores 17, Specialty Retail 16, Sports Retail 20, Internet Retail 22, Mass, Grocery and Drug 99, Home & DIY 16, Wholesale 3); 2. EV and analyst estimates as on March 31, 2025; 3. Medians within quartiles; 

Companies categorized based on EV/EBITA 2025E Multiple as of March 31, 2025; 4. Estimated using a simple DCF model by company. Revenues and margins for 2025 based on analyst consensus (2024 as well if actuals not available yet). 

2025+ implied growth rate solves for March 31, 2025 company Net Enterprise Value. 2026+ margin set equal to 2026 expected margin and capital turnover set equal to median of last 3 years. Continuing Value starts after 2038, where growth is 

capped at 4.5%. Only includes companies for which a long-term implied growth can be calculated

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence
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High-valued Retail companies have higher long-term growth 
expectations, continuing their strong historical growth (2/2)
Margin picture is more diverse across subsectors

1. N = 262 (AF&L 69, Department Stores 17, Specialty Retail 16, Sports Retail 20, Internet Retail 22, Mass, Grocery and Drug 99, Home & DIY 16, Wholesale 3); 2. EV and analyst estimates as on March 31, 2025; 3. Medians within quartiles; 

Companies categorized based on EV/EBITA 2025E Multiple as of March 31, 2025; 4. Estimated using a simple DCF model by company. Revenues and margins for 2025 based on analyst consensus (2024 as well if actuals not available yet). 

2025+ implied growth rate solves for March 31, 2025 company Net Enterprise Value. 2026+ margin set equal to 2026 expected margin and capital turnover set equal to median of last 3 years. Continuing Value starts after 2038, where growth is 

capped at 4.5%. Only includes companies for which a long-term implied growth can be calculated

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence
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Key value drivers differ across Retail subsectors and ROIC profiles
For Department, Mass, Grocery & Drug and Wholesale high ROIC companies see large(st) value potential from margin
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Global

Wholesale and Cash 

& Carry 

Global

Department  

Stores 

Global 13 8 +5

38
8

+30

14 7 +7

19 8
+11

16

7
+9

ROIC WACC

17 8
+9

17 8
+9

Margin

Growth

Margin

Growth

Growth/Margin

Margin

Margin

Growth
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Macroeconomic context

Macroeconomic context
Value creation in European Consumer  Retail

Value creation in European Consumer & Retail
CPG

• CPG
Retail

• Retail

• Margin recovery in a post-inflation world: CPG and Retail compared
Spotlight perspective – Tariffs and the potential impact on Consumer  Retail

Spotlight perspective – Tariffs and the potential impact on Consumer & Retail
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Many CPG companies have been able to pass on cost pressures driven by inflation 

and supply issues. Despite gross margins decreasing for roughly half of all CPG 

companies since pre-inflation, most CPG companies were able to at least partially 

offset gross margin declines through cost reductions in SG&A. 

Since 2022, a marginal majority of CPG companies have improved their gross 

margins and EBITA margins at the end of Q4/2024, surpassing pre-inflation (2021) 

levels. Yet for Retail, despite improvements since 2022, most companies still reported 

lower gross margins and EBITA margins at the end of Q4/2024 compared to pre-

inflation (2021).

In comparison to Retailers, there is some evidence that European CPGs have been 

better at limiting inflation impact on margins – particularly in the early quarters of the 

high-inflation period. 

Over the full 2021-2024 period margin development and mitigation success has 

aligned more closely for CPG and retail.

Margin 
recovery in a 
post-inflation 
world
European CPG and retail compared
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≤-5

-4

-3

-2

-1

0

1

2

3

4

≥5

Δ Gross margin

LTM 2024 Q4 vs. 2021, %-points

Δ EBITA margin1

LTM 2024 Q4 vs. 2021, %-points

In Europe, there is some evidence that CPGs have been better at 
limiting inflation impact on margins compared to Retailers
The share of CPGs that saw gross margins increase versus pre-inflation (2021) has almost tripled from 2022 to now

CPG Retail

Bubble size = Revenues 2021

Δ EBITA margin = Δ Gross margin

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence

1. CPG n=54 and Retail n=60; only includes companies for which both a gross margin and EBITA margin delta 

can be calculated

Δ EBITA margin better than gross 

margin decline 

(CPG n=21; 38%)

(Retail n=21; 35%)

18

31

53

x2.9

28
36

45

2022 23 2024 Q4

Share of companies that saw 

gross margin increase vs 

pre-inflation (2021), %

Gross margin increased 

(CPG n=29; 53%)

(Retail n=27; 45%)

Δ EBITA margin worse than 

gross margin decline 

(CPG n=5; 9%)

(Retail n=12; 20%) 

CPG

Retail

Exhibit
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Despite some catch-up effects, CPGs and Retailers that experienced 
greatest gross margin hits in 2022 still trail pre-inflation margins
Over the full 2021-2024 period margin development and mitigation success has aligned more closely for CPG and Retail 

CPG

Europe

Retail

Europe

Gross margin 

increased

Δ EBITA margin 

better than gross 

margin decline

Δ EBITA margin 

worse than gross 

margin decline 

Gross margin 

increased

Δ EBITA margin 

better than gross 

margin decline

Δ EBITA margin 

worse than gross 

margin decline 

Δ Gross margin

Δ EBITA margin

2022 vs 2021 

Median, ppt

1.4

1.0

-2.3

-0.6

-1.9

-3.2

1.0

0.4

-1.5

-0.1

-1.3

-2.7

Δ Gross margin

Δ EBITA margin

Δ Gross margin

Δ EBITA margin

Δ Gross margin

Δ EBITA margin

Δ Gross margin

Δ EBITA margin

Δ Gross margin

Δ EBITA margin

1.2

0.7

0.7

0.2

0.8

-0.6

0.5

0.3

0.3

-0.1

0.7

-0.1

0.1

0.6

1.0

0.3

0.3

1.4

0

0.5

0.3

-0.3

0.5

-0.1

1. CPG n=54 and Retail n=59; 2. For this analysis, we follow the groups as they were per 2022 over time; 3. On last 12 months basis

Groups2 Sector1 Metric

2.7

2.3

-0.6

-0.1

-0.8

-2.4

2.0

0.7

-0.9

-0.5

-0.1

-2.9

Full period:

2024 Q43 vs 2021

Median, ppt

2023 vs 2022 

Median, ppt

2024 Q43 vs 2023

Median, ppt

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence
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Macroeconomic context

Macroeconomic context
Value creation in European Consumer  Retail

Value creation in European Consumer & Retail

Spotlight perspective – Tariffs and the potential impact on Consumer & Retail
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Disclaimer

Current administration’s policies and public statements about 

policy positions made before and following the US presidential 

election outcome

What impact could this have on the consumer sector

What potential actions companies could consider taking

Purpose of document is to provide a fact-based view on: Disclaimer:

McKinsey does not provide legal or 

technical regulatory advice. This 

analysis is based on public statements 

and prior government actions. 

McKinsey is not able to analyze the 

likelihood of any potential future policy 

changes.

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information
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What CPG & Retail companies should know

Current as of 24 April 2025

1. US Trade Representative, 2. Reuters, 3. JP Morgan Research

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information

Tariff announcements (new universal tariffs and reciprocal tariffs as of April 4, 2025) that raised the US trade-

weighted rate from ~2%1 to 22-27%2,3 (the highest since 1910) have resulted in market turmoil around the 

world and across industries. In the US, the stock market lost $6.6T in value on April 3 & 4, surpassing 

previous $4.4T drop in March 20203. Similar declines were observed across Europe, South America, Asia

The magnitude of potential direct impact on the consumer sector is clear: ~$65B+ on Apparel, ~$34B+ on 

Food, ~$6B+ on Beauty / Personal care and ~$220B+ on Non-food retail, in terms of increase in cost of 

finished goods

The indirect impact, particularly from shifts in consumer sentiment and behavior, is also material, 

leaving no brand or retailer – regardless of COGS exposure – unaffected. J.P. Morgan raised likelihood of a 

US recession to 60%3 and early consumer pulse points to intent to spend less, potential delayed purchases 

and trade down, with 50-70% of consumers indicating they expect to potentially reduce spending across most 

consumer categories as a result of tariff impacts on prices

Evidence is clear that companies entering this crisis from a position of strength are more likely to 

better navigate under such volatility, making the next 60-90 days critical for action. 

https://ustr.gov/issue-areas/industry-manufacturing/industrial-tariffs#:~:text=The%20United%20States%20currently%20has,the%20United%20States%20duty%20free.
https://www.reuters.com/markets/us/us-tariff-rate-rockets-22-highest-since-1910-fitch-economist-says-2025-04-02/
https://privatebank.jpmorgan.com/apac/en/insights/markets-and-investing/tariff-update-and-what-they-mean-for-markets
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Guiding principles and fact base of recent announcements   

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information

Administrations’ announced principles guiding U.S. 

tariff use and trade policy actions1

1 Reducing the U.S. trade deficit and re-balancing 

“unfair” trade relationships  

2 Re-building American domestic industry and 

manufacturing capacity to create jobs and drive 

economic “revitalization”

3 Protecting national security and shoring up the 

defense industrial base

Helpful resources:

• Interview with Howard Lutnick, Commerce Secretary

• Interview with Oren Cass on Trump’s tariff logic

37% Imported final goods as % of total U.S. gross 

domestic purchases of manufactured goods5

Fact base

~2%
U.S. trade-weighted 

tariff rate pre April 4, 

20252

Top 3 U.S. industries by import exposure 

(% imported manufactured final goods, 2023): apparel 

(88%), electronics (71%), electrical equipment / 

appliances / components (59%)5

~22-27%
Estimated U.S. trade-

weighted average tariff rate 

post April 4, 20253,4 

Current as of 18 April 2025

1. America First Trade Policy, 2. US Trade Representative, 3. Reuters, 4. JP Morgan Research, 5. Purchased in America, 2023,  U.S. Department of Commerce 

~29%
U.S. trade-weighted average 

tariff rate as of 4/113,4

https://www.youtube.com/watch?v=182ckTL2KBA
https://www.youtube.com/watch?v=MZtH-cAvATs
https://www.whitehouse.gov/presidential-actions/2025/01/america-first-trade-policy/
https://ustr.gov/issue-areas/industry-manufacturing/industrial-tariffs#:~:text=The%20United%20States%20currently%20has,the%20United%20States%20duty%20free.
https://www.reuters.com/markets/us/us-tariff-rate-rockets-22-highest-since-1910-fitch-economist-says-2025-04-02/
https://privatebank.jpmorgan.com/apac/en/insights/markets-and-investing/tariff-update-and-what-they-mean-for-markets
https://www.commerce.gov/sites/default/files/2025-01/Purchased-in-America-2023.pdf
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Mar 26

Trump signs 

Executive Order 

levying 25% tariff 

on imported 

autos and 

components to 

take effect Apr 216

The US has enacted multiple new tariffs in 2025, with a significant 
round of reciprocal tariffs announced on April 2nd  

1. America First Trade Policy 2. Canada Tariffs EO 3. Mexico Tariffs EO 4. Chinese Tariffs EO 5. AP News 6. NYT 7. NYT 8. CNBC 9. CNN 10. Time, 11.CNBC, 12.Market Watch 13. AP News 14. Reuters, 

15.WHEO, 16. Auto Tariffs, 17. The de minimis threshold allowed goods valued at or under $800 (per person, per day) to enter the United States exempt from duty and import taxes 18. CNBC, 19. MSN, 20. ABC, 

21. CBP 

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information

Changes in policy 

approach

The 2018-2020 tariffs 

targeted China and 

specific industries 

(e.g., aluminum and 

steel), and there were 

months-long “grace 

periods” before the 

tariffs became effective, 

as well as various 

exemptions available

Thus far in 2025, many 

newly-announced tariffs 

have taken effect 

within days after their 

initial announcement. 

The Administration has 

been consistent that 

exemptions will not be 

offered beyond the 

carve-outs included in 

the Executive Orders 

(e.g., for certain 

pharmaceuticals with 

respect to the reciprocal  

tariffs)

Non-Exhaustive

Feb

Feb 4-7

Incremental 10% 

tariff on US 

imports from 

China takes effect. 

De minimis 

threshold 

reinstated.

Feb 26-27

US 

announces 

additional 

10% tariff 

on China

Jan 20

The America First Trade Policy outlines the Trump administration’s intent to review trade agreements with Mexico and Canada, reassess US 

trade policy with China, consider tariff adjustments based on a variety of economic factors, and update de minimis import thresholds to 

protect US industries and national security interests

Mar 4

 Canada enacts 

25% retaliatory 

tariffs   

 China enacts 10-

15% retaliatory 

tariffs on various 

goods

Mar 5-6 

Tariffs on goods covered by USMCA 

suspended until Apr 210,11

Feb 1

US announces tariffs 

on Canada, Mexico, 

and China.

De minimis threshold 

eliminated on Chinese 

imports

Feb 3

Canada and Mexico Tariffs 

suspended through March 3rd 6 

Feb 13

Trump announces potential 

“reciprocal tariffs” depending 

on non-tariff trade barriers 

(e.g., VAT taxes abroad, 

subsidies, environmental or 

health barriers) to be specified 

Apr 2

Mar 12

• Canada enacted 25% 

reciprocal tariffs on steel 

products and raised taxes 

on various goods

• EU announces retaliatory 

tariffs on various goods

Mar 24

Trump signs 

Executive Order 

authorizing 25% 

tariff on countries 

importing 

Venezuelan oil15

Feb 5-7

China announces 

retaliatory tariffs on coal, 

natural gas, agricultural 

products and more US 

goods, and restricts 

exports on critical 

minerals

Mar 4

25% tariffs on 

Canada and 

Mexico, and 

additional 10% 

on China take 

effect8,9

Mar 12

25% tariff on 

steel & 

aluminum 

imports takes 

effect13,14

Apr 2

Reciprocal tariffs announced 

and de minimis threshold 

eliminated for China17

Mar

Current as of 14 April 2025

Apr 4

China responds to US 

tariffs with 34% 

uniform tariff as well 

as additional non-

tariff measures (e.g., 

new export controls on 

rare earth metals)

Apr 7 – Apr 11

China and the US respond to 

each others’ increasing tariffs, 

• China imposes 125% tariff on 

US imports

• US imposes a 145% tariff on 

Chinese imports

• China imposes global export 

restrictions on rare earth 

heavy metals and magnets

Apr 9

US paused 

new tariff over 

10% for 90 

days for most 

countries and 

increased tariff 

on China

Apr

Apr 11

US exempts 

electronics 

(e.g., 

smartphones, 

computers, 

chips)  from 

April 2nd tariffs

https://www.whitehouse.gov/presidential-actions/2025/01/america-first-trade-policy/
https://www.whitehouse.gov/presidential-actions/2025/02/imposing-duties-to-address-the-flow-of-illicit-drugs-across-our-national-border/
https://www.whitehouse.gov/presidential-actions/2025/02/imposing-duties-to-address-the-situation-at-our-southern-border/
https://www.whitehouse.gov/presidential-actions/2025/02/imposing-duties-to-address-the-synthetic-opioid-supply-chain-in-the-peoples-republic-of-china/
https://apnews.com/article/trump-tariffs-canada-mexico-retaliation-trudeau-sheinbaum-70e067b092a3af72c2eb7ca37d532c91
https://www.nytimes.com/live/2025/02/03/us/trump-tariffs
https://www.nytimes.com/live/2025/02/04/us/trump-tariffs-news
https://www.cnbc.com/2025/03/04/trumps-tariffs-start-global-trade-live-updates.html
https://www.cnn.com/2025/03/04/economy/trade-mexico-canada-china-tariffs-trump-hnk-intl/index.html
https://time.com/7264924/big-3-automakers-trump-tariffs/
https://www.cnbc.com/2025/03/06/trump-tariffs-live-updates-businesses-warn-of-ripple-down-effects-from-tariffs-because-of-rising-costs.html
https://www.marketwatch.com/story/trump-retreats-from-50-tariffs-on-canadian-metals-heres-what-comes-next-0db766bf?utm_source=chatgpt.com
https://apnews.com/article/trump-eu-tariffs-countermeasures-806a3b9bcc9cd4e45817e672d95f0070
https://www.reuters.com/markets/commodities/trumps-steel-aluminum-tariffs-take-effect-us-canada-trade-war-intensifies-2025-03-12/
https://www.whitehouse.gov/fact-sheets/2025/03/fact-sheet-president-donald-j-trump-imposes-tariffs-on-countries-importing-venezuelan-oil/#:~:text=President%20Trump%20is%20levying%20a,if%20officials%20deem%20it%20appropriate.
https://www.barrons.com/articles/trump-auto-tariff-announcement-today-news-0d9b4de6
https://www.cnbc.com/2025/04/09/trump-announces-90-day-tariff-pause-for-at-least-some-countries.html
https://www.msn.com/en-in/money/technology/trump-tariffs-china-s-rare-earth-export-curb-may-take-toll-on-lockheed-martin-tesla-and-apple-here-s-how/ar-AA1CTgdm?ocid=finance-verthp-feeds
https://abcnews.go.com/US/live-updates/trump-tariffs-live-updates-semiconductor-tariffs-coming-trump/?id=120778811
https://content.govdelivery.com/bulletins/gd/USDHSCBP-3db9e55?wgt_ref=USDHSCBP_WIDGET_2
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US trade deficits were one of the variables used 
to define reciprocal tariff rates

2. Subject to certain industry- or product-specific exceptions

2. Subject to certain industry- or product-specific exceptions

US imports and exports with top 15 US trade deficit countries, 2024, $ billions

-506

-439

-413

-160

-148

-137

-132

-116

-103

-87

-76

-63

-63

-53

-28

334

144

349

76

80

13

66

42

17

42

32

25

18

28

10

Mexico

China (Mainland)

Thailand

Canada

Malaysia

Germany

Japan

Indonesia

-3,285 2,084Overall total

Vietnam

South Korea

Taiwan, China

Ireland

India

Italy

Switzerland

Key insights

 The US has a total trade 

deficit of ~$1.2T, of which 

~44% is from its top three 

trading partners – Mexico, 

China, and Canada

 Imports from Mexico and 

Canada may fall within the 

USMCA agreement (and 

thus be exempted from the 

25% tariff rates1 currently in 

place), with ~38% of US 

imports from Canada and 

~50% from Mexico estimated 

as being USMCA compliant

-$172B

-$295B

-$64B

-$85B

-$68B

-$123B

-$66B

-$46B

-$38B

-$1.2T

-$25B

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information

-$74B

-$87B

-$44B

-$46B

-$18B

US Exports US Imports

US deficit

Source: UNCTAD, Bureau of Economic Analysis – US Department of Commerce

Source: UNCTAD, Bureau of Economic Analysis – US Department of Commerce

Current as of 13 April 2025

https://www.acea.auto/files/EU-US_automobile_trade-facts_figures.pdf
https://www.acea.auto/files/EU-US_automobile_trade-facts_figures.pdf
https://www.bea.gov/data/intl-trade-investment/international-trade-goods-and-services
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‘Reciprocal’ tariffs above 10% ‘universal’ baseline were paused for 
most countries for 90 days effective April 9th (expiring on July 10th)

20

25

25

20

24

46

25

32

20

26

20

10

31

36

20

7.5-1005125China

Canada

Mexico

Germany

Japan

Vietnam

South Korea

Taiwan, China

Ireland

India

Italy

United Kingdom

Switzerland

Thailand

France

1453

Source: White House briefing documents, The Guardian, WSJ, White House Fact Sheet 

Tariffs above MFN rates announced April 21,2

% for top 15 countries by US import value   

Not exhaustive

1. Reuters, 2. JP Morgan Research,  Comprehensive list of 185 tariff announcements can be found in the appendix 3. Per Peterson Economic Institute, The US MFN tariff rate on China is ~3.1%. The trade-weighted average tariff on China ended at 

~19% following the first Trump administration, resulting in a pre-existing tariff of ~16% above MFN rates. 2. No other countries besides China had tariffs above MFN rates; tariffs are expected to become effective from July 10, 2025 4. White House 

Executive Order 5. Based upon guidance outlined in April 14 White House Fact Sheet, industry still seeking government clarity on total tariff rate as it incorporates pre-2025 tariffs, and pre-2025 tariff rates vary significantly by industry

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information

Initial IEEPA tariffs Reciprocal tariff Prev. Section 301 Tariffs  

20

25

25

10

10

10

10

10

10

10

10

10

10

10

10

7.5-1005125China

Canada

Mexico

Germany

Japan

Vietnam

South Korea

Taiwan, China

Ireland

India

Italy

United Kingdom

Switzerland

Thailand

France

1453

Tariffs above MFN rates enforced on April 104

% for top 15 countries by US import value   

Tariff rates prior to 90-day pause ending July 10

Applies only to non-

USMCA compliant goods

Applies only to non-

USMCA compliant goods

Current as of 15 April 2025

https://www.whitehouse.gov/presidential-actions/2025/04/regulating-imports-with-a-reciprocal-tariff-to-rectify-trade-practices-that-contribute-to-large-and-persistent-annual-united-states-goods-trade-deficits/
https://www.theguardian.com/us-news/2025/apr/09/trump-tariffs-list-pause
https://www.wsj.com/livecoverage/stock-market-trump-tariffs-trade-war-04-10-25/card/trump-tariffs-on-china-actually-145-says-white-house-3vTUxU4R2ZHKFMcEsoW6?mod=article_inline
https://www.whitehouse.gov/fact-sheets/2025/04/fact-sheet-president-donald-j-trump-ensures-national-security-and-economic-resilience-through-section-232-actions-on-processed-critical-minerals-and-derivative-products/
https://www.reuters.com/markets/us/us-tariff-rate-rockets-22-highest-since-1910-fitch-economist-says-2025-04-02/
https://privatebank.jpmorgan.com/apac/en/insights/markets-and-investing/tariff-update-and-what-they-mean-for-markets
https://www.piie.com/research/piie-charts/2019/us-china-trade-war-tariffs-date-chart
https://www.whitehouse.gov/presidential-actions/2025/04/modifying-reciprocal-tariff-rates-to-reflect-trading-partner-retaliation-and-alignment/
https://www.whitehouse.gov/presidential-actions/2025/04/modifying-reciprocal-tariff-rates-to-reflect-trading-partner-retaliation-and-alignment/
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Australia

Mexico

Thailand

Brazil

Malaysia

EU

Singapore

Canada

Vietnam

Japan

Indonesia

UK

Tariff asymmetries across geographies and sectors (prior to 
January 19th) 
Weighted average tariff1 difference between the US and its trade partners, by sector and overall, in January 19th2  2025 

Partner 

economy 

India

1 to 2 2 to 5 5 to 10 10 to 20 Over 20

US tariffs are higher than partner Partner tariffs are higher than US
Difference between US and 

partner tariffs, pp

1. Tariffs of January 20, 2025, weighted by 2024 trade with the US. Sectors are ordered by highest average tariff difference with the US. 2. Tariff data relies on WTO/WITS for standard comparison; South Korea disputes reported figures when 

FTA rates differ from MFN rates.2. Effectively applied tariff, including previous 232 and 301 tariffs and the 2024 4-year review

Source: UN Comtrade, US Census Bureau and USTR, WITS; McKinsey Global Institute analysis

0

0

6.7

4.6

4.3

2.3

2.3

1.8

1.4

0.2

0.1

-0.2

-0.4

-0.5

-0.9

Overall weighted tariff 

difference, pp

South Korea2

China 14 13 14 6 -3 3 4 2 3 -5 1 -1 2 1 -7 -16

7 5 10 15 12 2 4 6 5 3 10 10 8 0 11 1

36 18 8 4 7 7 8 16 10 3 3 4 3 1 4 3

7 38 0 0 0 0 0 0 0 0 0 0 0 0 0 0

24 21 4 1 2 3 3 0 3 12 2 0 0 0 -4 0

5 0 3 11 0 2 1 1 0 4 0 0 1 0 1 0

0 1 5 4 3 5 2 2 1 3 0 4 1 0 2 0

7 0 2 -1 1 -1 0 0 0 1 0 0 0 0 0 0

13 1 -1 4 -1 -2 1 -2 0 -2 0 0 -1 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0 -1 0 0 0

2 0 10 -3 1 4 0 -2 0 0 0 0 -1 2 -3 1

2 1 1 2 0 -2 0 0 0 0 0 0 0 0 -1 0

5 1 9 -1 5 5 3 1 3 2 5 0 1 5 -1 1

7 3 5 -6 2 9 7 -3 1 0 -1 -1 -1 2 -5 1

Less than –30 – 30 to – 15 – 15 to – 1 ±1

Current as of 15 April 2025This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information



McKinsey & Company 75

Australia

Mexico

Thailand

Brazil

Malaysia

EU

Singapore

Canada

Vietnam

Japan

Indonesia

UK

Tariff asymmetries across geographies and sectors (if full set of 
April 2nd reciprocal tariffs were to be implemented)
Weighted average tariff1 difference between the US and its trade partners, by sector and overall, April 2nd2 2025 

Partner 

economy 

India

1 to 2 2 to 5 5 to 10 10 to 20 Over 20

US tariffs are higher than partner Partner tariffs are higher than US
Difference between US and 

partner tariffs, pp

1. Tariffs of January 20, 2025, weighted by 2024 trade with the US. Sectors are ordered by highest average tariff difference with the US. 2. Tariff data relies on WTO/WITS for standard comparison; South Korea disputes reported figures when FTA 

rates differ from MFN rates. 2. Includes all Pre-April 2nd policies as well as the April 2nd policies which are applied as announced (though some will be delayed in implementation).  This includes adjustments such as exclusions to reciprocal 

tariffs (ie. pharma, minerals, energy) and for USMCA compliant imports between US and Mexico and Canada. Includes China retaliation in force and applies 34% tariff on USA exports

Source: UN Comtrade, US Census Bureau and USTR, WITS; McKinsey Global Institute analysis

-1.6

-4.3

-5.3

-7.4

-7.6

-8.2

-11.5

-14.4

-16.5

-19.2

-20.3

-22.2

-30.1

-30.1

-44.0

Overall weighted tariff 

difference, pp

South Korea2

China

0 -3 0 -1 4 0 -8 3 9 -1 -4 -3 -1 -2 -9 -8

0 1 -5 0 -3 -8 3 -8 5 -5 0 0 -5 -8 -6 -9

0 0 -9 -2 -10 0 -3 -10 -10 -10 -11 -10 -12 -10 -10 -12

0 0 -9 -4 -10 -1 -5 -5 -6 -7 -8 -10 -11 -14 -9 -13

0 0 -1 -4 -1 0 -3 0 -1 -12 -7 0 -3 -3 -15 -15

22 14 1 1 -6 -13 -12 -6 -14 -19 -22 -19 -16 -17 -15 -19

0 0 -9 -5 -8 -8 -4 -10 -8 -12 -11 -11 -15 -12 -11 -19

0 0 -20 -7 -13 -16 -14 -19 -21 -19 -19 -20 -20 -21 -20 -22

1 10 -9 3 9 -9 -17 -19 -23 -20 -20 -24 -24 -20 -19 -23

2 -1 -3 -18 -22 -23 -10 -14 -27 -18 -23 -24 -18 -20 -24 -24

0 -1 12 -19 -19 -16 -23 -26 -26 -21 -26 -26 -24 -26 -26 -25

0 0 -23 -17 -11 -8 -18 -25 -20 -21 -25 -24 -23 -26 -24 -27

0 -1 -4 -23 -13 -20 -25 -26 -36 -29 -33 -35 -33 -33 -32 -18

5 -27 -13 -28 -27 -29 -19 -19 -33 -21 -25 -27 -30 -27 -28 -27

2 -42 -42 -33 -39 -10 -30 -36 -52 -30 -42 -46 -44 -37 -37 -32

Less than –30 – 30 to – 15 – 15 to – 1 ±1

Current as of 15 April 2025This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information
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US effective applied tariff1

%

1860 80 1900 20 40 60 80 2000  25E

Reciprocal tariffs announced on April 2nd would bring US tariffs to 
the highest level in one hundred years
US tariffs and goods imports, 1900–2025

Source: Irwin (2003), US Census Bureau, US ITC; MGI analysis

1. Defined as customs revenue as a share of total imports. Note that as per Irwin (2003), this may overstate duties collected and the average tariff rate in certain circumstances, as it does not exclude duty drawback provisions. It also may 

under-represent trade restrictiveness as actual imports may tend towards items with lower tariff rates. However, this measure allows for a consistent historical time series.

2. Indicative value based on announced tariffs on April 2nd, 2025, and 2024 import figures;  does not consider subsequent US policy adjustment (e.g., subsequent increases or pauses)

Fordney-

McCumber 

Act

Smoot-Hawley 

Act

~22-27%
Average tariff 

resulting from April 2 

announcement2 

Morrill and 

War Tariffs

Dingley 

tariff

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information Current as of 03 April 2025
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The April 2nd reciprocal tariff package would affect trade across a 
wide range of partners and sectors

Asia-Pacific exc. China

Europe

Mexico

China (Mainland)

Canada

LatAm

ME + Africa 

Total

910

782

506

439

413

159

77

3,285

US 2024 total value of imported goods2 by 

partner region, $ billions 

Trade-weighted tariffs on 

imports, % 

X

Source: US Census (USA trade online), UN Comtrade, MGI Global Trade Dispute database (GTDD)

1. Assumes all announced tariff as of April 2, 2025, are enforced (incl. retaliatory measures announced by partners)

2. Only considers goods. Excludes chapter 93 of the HS Code (arms and ammunition,, etc.)

3. Includes manufacturing not elsewhere classified, including things like toys, luxury goods, etc.

X

 1.8 

 1.4 

 0.0

 11.3 

 0.0 

 0.5 

 0.5 

 2.4 

 27.1 

15.9 

5.9 

 61.7 

 4.1 

 8.1 

 11.4 

 21.7 

Average tariff as of December 2024

Average tariff if enacted as announced on April 2, 20251

Transportation equipment

Chemicals

Machinery

Miscellaneous3 

Electrical equipment

Oil & Gas extraction 

Primary Metals

Food

Fabricated metal

All other

424

379

342

308

203

176

134

121

103

1,087

US 2024 total value of imported goods2 by 

sector, $ billions  

Trade-weighted tariffs on 

imports, % as of 2024 

 3.0  27.1 

 6.1  33.9 

 2.6  16.5 

 3.2  15.5 

 0.0  0.0 

 4.2  31.7 

 1.3  25.9 

 2.4  24.4 

 1.3  6.6 

 1.3  20.6 

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information Current as of 13 April 2025
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Several trading partners have indicated intentions to retaliate, not 
retaliate, or negotiate in response to reciprocal tariffs

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information

Tariff reaction

Not exhaustive – subject to change

ResponseTrading partner

Planning to 

retaliate

China called the tariffs "unilateral bullying" and vowed to take "resolute counter-measures" to safeguard its rights 

and interests, noting that many countries have expressed “strong dissatisfaction and clear opposition”1,2,3

China

Canadian Prime Minister Mark Carney announced plans to “unveil a full set of countermeasures” in response to 

the US tariffs, emphasizing “we will fight these tariffs with purpose and with force”1,2,3

Canada

The French government described the tariffs as an "imperialist posture" and indicated that the EU would issue 

countermeasures in mid-April and late April1
France

Saying they will 

not retaliate

Prime Minister Anthony Albanese stated that the tariffs were a “hostile act against an ally” and “not the fact of a 

friend”, but ruled out retaliatory tariffs against the US2,3

Australia

The Malaysian government stated it is not considering reciprocal tariffs and is engaging with US policymakers to 

seek solutions that uphold free and fair trade3

Malaysia

Prime Minister Keir Starmer emphasized the need for a new trade agreement with the US to secure long-term 

trade certainty1,2

United Kingdom

Wanting to 

negotiate / 

postpone 

decision

The EU has postponed its initial round of counter tariffs until mid-April, expressing a preference for negotiation but 

also readiness to retaliate if necessary. As of now, the EU plans to reinstate previously suspended tariffs on a 

range of US goods and apply higher counter tariffs on various products1,4

European Union

South Korea's acting President Han Duck-soo ordered emergency support measures for industries and 

businesses impacted by the tariffs and urged aggressive negotiations with the US1,2,3

South Korea

Prime Minister Christopher Luxon expressed concern over the $900 million tariff impact on New Zealand exporters 

and emphasized the need for discussions with US officials2

New Zealand

Prime Minister Jonas Gahr Støre expressed that the 15% tariff on Norwegian goods will “have consequences for 

many Norwegian companies” and indicated they will “try to negotiate with the US”1,3

Norway

Source: 1. CNBC, 2. Guardian, 3. NYT, 4. ING, 5. Reuters

Source: 1. CNBC, 2. Guardian, 3. NYT, 4. ING, 5. Reuters 

Current as of 06 April 2025

https://www.reuters.com/markets/view-investors-react-trump-tariff-announcement-2025-04-02/
https://www.cnbc.com/2025/04/02/trump-tariffs-live-updates.html
https://www.theguardian.com/us-news/2025/apr/03/donald-trump-global-trade-tariff-rates-by-country-breakdown-asia
https://www.nytimes.com/live/2025/04/02/business/trump-tariffs-liberation-day
https://think.ing.com/articles/europes-worst-economic-nightmare-has-just-really-come-true/
https://www.reuters.com/markets/view-investors-react-trump-tariff-announcement-2025-04-02/
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The biggest impacts of new US tariffs will 
likely be on globally-integrated industries

Origins of US gross domestic purchases by sub-industry 2023, % Key takeaways

Note: Perspective as of 12/23/2024. Subject to change based on Administration actions, policy changes, the macroeconomic environment, and further analysis.

Source: Purchased in America, 2023,  US Department of Commerce

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information

Low domestic content 

industries such as apparel 

and electronics may be 

the most vulnerable to 

potential tariff impacts on 

finished goods

Numerous industries (e.g., 

autos) face tariffs on both 

finished goods (which 

account for ~40% of US 

consumption) and 

imported inputs on 

domestically-finished 

goods (another ~17% of 

US auto purchases)

11

29

34

42

41

43

45

51

50

51

43

49

52

70

78

78

77

81

68

52

7

4

8

9

8

5

9

8

17

11

15

13

9

10

12

9

27

11

88

69

59

54

51

48

47

44

41

41

40

40

33

17

13

12

11

10

5

37

1Apparel and leather and allied products

2Computer and electronic products

Electrical equipment, appliances, and components

Miscellaneous manufacturing

Textile mills and textile product mills

Plastics and rubber products

Furniture and related products

Nonmetallic mineral products

Chemical products

Fabricated metal products

Motor vehicles, bodies and trailers, and parts

Machinery

Primary metals

Other transportation equipment

Wood products

Food and beverage and tobacco products

Paper products

Printing and related support activities

Petroleum and coal products

Total

Share of Domestic Content Imported Inputs in Domestic Output Share of Imported Final Goods

100%

Current as of 13 April 2025

Consumer and adjacent sub-industries

https://www.commerce.gov/sites/default/files/2025-01/Purchased-in-America-2023.pdf
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Mapping average tariff rates of consumer sub-sectors highlights 
impact of recent policy changes 

Current as of 06 April 2025
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World weighted average tariffs on US Exports, %

Apparel Food GM BeautyTariff levels by Consumer sub-sector between the US and World (weighted average) 

19 January 2025 02 April 2025

67% of US consumer 

goods imports have US 

tariffs lower than world avg. 

tariff

28% of US consumer goods 

imports have US tariffs are higher 

than world avg. tariffs

13% of US consumer 

goods imports have US 

tariffs lower than world 

avg. tariff 86% of US consumer goods 

imports have US tariffs are higher 

than world avg. tariffs

5% of US consumer goods imports 

are products where US tariffs are 

same as world avg. tariffs

~1% of US imports are products where 

US tariffs are same as world avg. tariffs

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information

Source: UN Comtrade, US Census, US International Trade Representative, World Bank, World Trade Organization

Exhibit
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Retail and consumer sector may see weighted average tariff rates 
increase from 6% to 49% if paused tariff rates take full effect

Current as of 11 April 2025

Consumer sector

Total imports to the 

US, $B USD 

Baseline 

weighted avg. 

tariff, %

New weighted avg. 

tariff, %

Total impact, $B 

USD Top 5 countries

439

189

108

22

758

6%

2%

14%

2%

6%

51%

59%

42%

15%

22%

56%

20%

74%

30%

49%

198

25

49

4

276

221

34

65

6

325Total

Example sub-sectors

Non-food & 
General 
Merchandise

China, Vietnam, Mexico, EU, 

India

Consumer electronics, home 

goods, toys, furniture, paper 

goods, appliances

Food & Grocery
Mexico, Canada, EU, Chile, 

Brazil

Produce, beverages, fish and 

seafood, meat and poultry, 

dairy, cereals and dry goods

Apparel, 

accessories, and 

footwear

China, Vietnam, Bangladesh, 

India, Indonesia

Tops, bottoms, intimates, 

accessories, running shoes

Beauty & 

Personal Care

EU, Canada, Mexico, China, 

Korea

Cosmetics, perfumes, 

personal care items, hair and 

body care

Note: China rates current as of April 11th; subject to change with ongoing negotiations

Source: World Integrated Trade Solution, U.S. Trade Representative, International Trade Centre

Details follow 90 day pause Reciprocal rates take full effect (July 10th)

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information
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Deep dive I: Potential $65B impact to the apparel sector (including 
footwear), driven primarily by recent tariff updates on China

Current as of 11 April 2025

Overview of largest apparel (including footwear) exporters to the US, current trade deficit, and current observed US tariffs

China

Vietnam

Bangladesh

India

Indonesia

Cambodia

Mexico3

Honduras

EU

Pakistan

-300

-109

-6

-18

-220

-47

-12

-157

1

-3

27.8 (26%)

22.4 (21%)

7.5 (7%)

6.6 (6%)

5.7 (5%)

5.1 (5%)

4.2 (4%)

3.7 (3%)

2.6 (2%)

2.1 (2%)

20%

14%

12%

13%

12%

12%

13%

14%

11%

0%

1

22

2

–

3

14

13

9

18

4

26%

9%

1%

2%

19%

4%

1%

14%

0%

0%

10 countries/ 

blocks 

contribute to 

81% of US 

apparel 

imports. Same 

countries 

contribute to 

76% of US 

trade deficit

Country

% of US trade 

deficit

Trade deficit

USD B

Country rank 

in US deficit

Baseline average 

tariff1, % 

Exports to the US

USD B (% of total)

Overall trade deficit, 2023 US apparel (including footwear), 2023

Sum= 81% Sum= 76%

Apparel, accessories, 

and footwear imports: 

$108B 

Trade deficit:

$872B 
US TOTAL 

(2023)

Other trade deficit contributorsPartner with US trade surplus/minimal trade deficit Top 5 US trade deficit contributor

1. Calculated as a weighted average with the USD value of exports of the subcategory of apparel from the partner country to the US used as weights 

2. Source: Public news articles, White House briefing documents.

3. Assumes for Mexico 50% of import are USMCA compliant based on total imports across sectors, and therefore 25% tariff is only applied to 50% of imports

165%

60%

21%

45%

32%

38%

62%

13%

24%

40%

New tariff2, %

Updates

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information

Weighted average 

tariff of 74%

Weighted average 

tariff of 14%

Impact => 60 pps increase x 108B => $65B

Note: China rates current as of April 11th; subject to change with ongoing negotiations

https://www.whitehouse.gov/presidential-actions/2025/04/regulating-imports-with-a-reciprocal-tariff-to-rectify-trade-practices-that-contribute-to-large-and-persistent-annual-united-states-goods-trade-deficits/
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Deep dive I: Potential $65B impact to the Apparel (incl. footwear); 
footwear and accessories facing largest rate increases

Current as of 11 April 2025

Apparel sub-

category Top 5 countries

40.6

26.8

19.1

6.6

2.6

0.4

12.3

108.4

14%

17%

11%

13%

13%

13%

15%

14%

49%

77%

40%

60%

83%

63%

77%

59%

63%

93%

58%

78%

93%

69%

89%

74%

14.2

16.1

5.5

3.1

1.8

0.2

7.6

48.8

19.9

20.4

9.0

4.3

2.1

0.2

9.1

65.0Total
China, Vietnam, Bangladesh, India, 

Indonesia

Example

Tops
China, Vietnam, India, 

Bangladesh, Indonesia

T-Shirts, pullovers, light 

jackets and coats, jerseys

Bottoms
Vietnam, Bangladesh, China, 

Mexico, Indonesia
Denim Jeans, trousers, shorts

Intimates and 

nightwear

China, Vietnam, Sri Lanka, 

Bangladesh, India

Nightshirts, pajamas, slips, 

underwear, nightdresses

Accessories
China, Pakistan, Vietnam, Sri 

Lanka, Italy

Gloves, mittens, shawls, 

scarves

Suits
China, Italy, Canada, Turkey, 

Vietnam
Wool suit, cotton suits, vests

Other
China, Vietnam, India, Mexico, 

Bangladesh

Swimwear, track suits, 

bathrobes, ties

Note: China rates current as of April 11th; subject to change with ongoing negotiations

Source: World Integrated Trade Solution, U.S. Trade Representative, International Trade Centre

Footwear
China, Vietnam, Italy, Indonesia, 

Mexico

Running shoes, boots, dress 

shoes

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information

90 day pause Reciprocal rates take full effect (July 10th)

Total imports to the 

US, $B USD 

Baseline 

weighted avg. 

tariff, %

New weighted avg. 

tariff, %

Total impact,

$B USD
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Deep dive II: Potential $34B impact to the food and grocery sector

10 countries/ 

blocks 

contribute to 

73% of US 

Food Imports. 

These same 

countries 

contribute to 

77% of US 

trade deficit

Country

Country rank 

in US Deficit

Trade deficit

USD B

% of US trade 

deficit, %

Baseline Average 

tariff1,%

Exports to the US

USD B (% of total)

Overall trade deficit, 2023 US Food, 2023

Sum= 73% Sum= 77%

Food imports: 

$189B 

Trade deficit:

$1,153B 

US TOTAL 

(2023)

1.   Calculated as a weighted average with the USD value of exports of the subcategory of food from the partner country to the US used as weights 

2.   Source: Public news articles, White House briefing documents

3.   Assumes for Mexico 50% of import are USMCA compliant based on total imports across sectors, and therefore 25% tariff is only applied to 50% of imports

4.   Assumes for Canada 60% of import are USMCA compliant based on total imports across sectors, and therefore 25% tariff is only applied to 40% of imports

New tariff2

%

China

Vietnam

Chile

India

Australia

Peru

Mexico3

Brazil

EU

Canada4

45 (24%)

32 (17%)

27 (14%)

7 (4%)

5 (3%)

5 (3%)

5 (2%)

4 (2%)

4 (2%)

4 (2%)

4%

4%

2%

14%

2%

0%

0%

0%

0%

0%

13%

10%

24%

10%

14%

28%

10%

10%

48%

159%

-157

-78

-220

-30034

-109

2

4

-47

17

3

3

4

–

–

1

9

-

-

2

5

14%

7%

19%

26%

9%

0

0

0

0

0

Updates

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information

Weighted average 

tariff of 20%

Weighted average 

tariff of 2%

Impact => 18 pps increase x 189B => $34B

Overview of largest food and grocery exporters to the US, current trade deficit, and current observed US tariffs

Other trade deficit contributorsPartner with US trade surplus/minimal trade deficit Top 5 US trade deficit contributor

Current as of 11 April 2025

https://www.whitehouse.gov/presidential-actions/2025/04/regulating-imports-with-a-reciprocal-tariff-to-rectify-trade-practices-that-contribute-to-large-and-persistent-annual-united-states-goods-trade-deficits/
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Deep dive II: Potential $34B impact to the food sector, with food 
prep, produce, and beverages likely most impacted

39.7

31.0

21.0

12.5

4.0

3.6

3.2

2.8

71.2

188.8

3%

1%

1%

2%

13%

2%

1%

2%

0%

0%

18%

12%

11%

19%

12%

23%

14%

18%

12%

15%

24%

15%

17%

25%

13%

30%

22%

22%

15%

20%

10.7

4.4

3.1

4.0

1.2

0.4

0.4

0.6

0.3

24.5

15.0

5.6

5.0

5.3

1.4

0.7

0.7

0.7

0.4

34.3Total
Mexico, Canada, Italy, Chile, 

France

Food 

preparations 
Canada, Mexico, Brazil, 

Singapore, Italy
Cooking ingredients, broths

Produce
Mexico, Canada, Peru, Chile, 

Guatemala
Apples, lettuce, onions

Mexico, France, Italy, UK, 

Canada
Beverages Juice, soda, beer, wine

Fish and seafood
Chile, Canada, India, Ecuador, 

Norway
Salmon, shrimp, tuna

Canada, Australia, Mexico, New 

Zealand, Brazil
Meat and poultry Beef, pork, lamb

New Zealand, Italy, Ireland, 

France, Canada
Dairy, eggs, and 

honey
Cheese, butter, honey

Canada, Thailand, India, 

Germany, Argentina
Cereals Rice, corn, barley

Oilseed and nuts
Canada, India, Brazil, China, 

Chile
Cashews, soybeans, peanuts

Canada, Australia, Mexico, 

Germany, Turkey
Milled products Wheat flour, cornmeal

Note: China rates current as of April 11th; subject to change with ongoing negotiations

Source: World Integrated Trade Solution, U.S. Trade Representative, International Trade Centre

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information

Food sub-

category Top 5 countries

90 day pause Reciprocal rates take full effect (July 10th)

Total imports to the 

US, $B USD

Baseline 

weighted avg. 

tariff, %

New weighted avg. 

tariff, %

Total impact,

$B USDExample

Current as of 11 April 2025
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What CPG & Retail companies should consider

Current as of 24 April 2025

Stand up (or further empower) a Tariff nerve center to serve as the source of truth (on policy 

developments, scenarios, competitor actions, consumer demand) and control tower for all tariff-related 

actions and communication (to customers, suppliers, employees)

Get crystal clear on your relative exposure to direct and indirect impact vs. peers and your broader 

competitive set. This will uncover where you must mitigate risk and, critically, where you can create value 

(e.g., through share gain)

Take a proactive, surgical approach to revenue management (pricing, promo, assortment), understanding 

margin impact and elasticities at the SKU and SKU-family level, and evolve your assortment accordingly

Focus on cost excellence in product development and supply chain, taking no-regret near-term actions 

(e.g., creating greater cost transparency with suppliers, reviewing tariff pass-through terms, expediting high 

risk orders) and building a longer-term plan (e.g., shifting supply footprint, redesigning product)

1. US Trade Representative, 2. Reuters, 3. JP Morgan Research

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information

https://ustr.gov/issue-areas/industry-manufacturing/industrial-tariffs#:~:text=The%20United%20States%20currently%20has,the%20United%20States%20duty%20free.
https://www.reuters.com/markets/us/us-tariff-rate-rockets-22-highest-since-1910-fitch-economist-says-2025-04-02/
https://privatebank.jpmorgan.com/apac/en/insights/markets-and-investing/tariff-update-and-what-they-mean-for-markets
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CPG & Retail companies should consider moving quickly across 
four fronts, anchored by a ‘Tariff Nerve Center’

This analysis does not constitute legal or regulatory advice; it is based solely on publicly available information

Front

Assess total landed cost and should-cost to understand renegotiation and shifting 

opportunities with existing suppliers
C. Product cost

Set up active price monitoring to understand market and competitor pricing / 

assortment moves

Identify categories / products where pricing flexibility exists

B. Pricing and 

assortment

Priority actions 

Execute on no-regrets moves in immediate buys (e.g., pause buys, expedite 

shipments)

Conduct assessment of supplier locations and develop shortlist of alternative 

actions to pursue (e.g., dual sourcing, near-shoring)

D. Supply chain

Rapidly assess strategic posture: build fact-base of expected tariff impact across 

products / categories / suppliers and exposure relative to competitors

Use moment to create transparent communication with consumers on potential 

price/assortment changes

A. Strategy and 

communication

Tariff Nerve Center

To mobilize against all 

four fronts, we advise 

standing up a central 

operation tasked with the 

integrated strategy and 

action planning

A

B

C

D

Detailed immediate and near-term levers and actions to take per front available upon request
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Disclaimer

These are suggested practices, in many cases adopted by companies across sectors. 

We do not offer recommendations on sufficiency, adequacy or effectiveness of these measures. 

You can derive no rights or make decisions based on this material.

We do not provide legal, accounting, tax, medical or other such professional advice normally 

provided by licensed or certified practitioners and will rely on you and your other advisors to define 

applicable legal and regulatory requirements and to ensure compliance with applicable laws, rules 

and regulations. We do not intend to supplant management or other decision-making bodies, and 

you remain solely responsible for your decisions and actions, including those relating to 

manufacturing, product release, regulatory reporting and market action. We make no 
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In Europe, 2025 growth is expected to vary by industry, falling short 
of prior estimates, while margins improve in most subsectors

Source: McKinsey Value Intelligence Platform, S&P Global Market Intelligence

1. CPG N = 54 (Alcoholic Beverages 9, Soft Drinks 5, Home & Personal Goods 8, Packaged Food 25, Leisure Products 4, Tobacco 3); Retail N = 61 (AF&L 22, Department Stores 2, Specialty retail 5, Sportswear & Sports Retail 5, Internet and 

Direct Marketing Retail 6, Mass, Grocery & Drug 17, Home & DIY 3, Wholesale and Cash & Carry 1; only includes companies for which 2025 & 2026 estimates are available; 

2. 2024 based on latest analyst consensus if actuals not available yet; 2025 & 2026 based on latest analyst consensus estimates

3. Driven by rising consensus estimates and higher-than-expected revenue growth across all 3 companies
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