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Supreme Court Strikes Down IEEPA

Tariffs; Admin Imposes Alternatives
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* The Supreme Court struck down tariffs imposed under the International
Emergency Economic Powers Act (IEEPA, eliminating the Administration’s Rayhan Momin
most flexible tariff authority. These tariffs generated over half of the rayhan.momin@pnc.com
incremental tariff revenue raised over the past year. However, the Court did
not address refunding the duties collected under IEEPA and the issue was
remanded to lower courts.

PNC Economics
economics@pnc.com

* The Administration moved quickly, imposing a temporary 10% blanket tariff
under Section 122 that we estimate replaces roughly 55% of lost IEEPA tariff
revenue. While President Trump later threatened to raise the rate to 15% -
the statutory maximum under Section 122, which would replace about 70%
of forgone revenues - this has not been implemented, and prediction
markets continue to price effective tariff rates consistent with the 10% level.

= |nthe interim, the Trump Administration is expected to pursue more
permanent and legally durable sectoral tariffs, which it has signaled would
keep the effective tariff rate close to current levels once the 150-day
temporary measures expire.

= |Importantly, the newly issued tariffs do not appear to close the substantial
carveouts and exemptions that have lessened the blow of tariffs over the
past year. Nearly 60 percent of all goods imports into the U.S. are still exempt
from paying tariffs. That doesn’t appear to be changing anytime soon.

*  We estimate the IEEPA tariff refund pool at roughly $175bn. While prediction
markets expect courts to order refunds before July 2026, administrative
resistance and the complexity of tariff remedies raise the risk of delays into
2027 and partial refunds for claimants.
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Is the tariff headwind behind us?

As widely expected, the Supreme Court ruled
against  tariffs the Trump  Administration
implemented under IEEPA. These tariffs accounted
for more than one-half of the incremental tariff
revenue raised over the past year. The decision was
clear and unambiguous, removing the
Administration’s most flexible legal authority for
rapidly implementing broad-based trade measures.

Figure 1: Tariff revenue raised since President
Trump took office*
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In response, the Trump Administration moved
quickly to replace lost tariff revenue by imposing a
temporary global tariff under Section 122 authority
at a rate of 10%. While President Trump later
threatened to raise the tariff rate to 15% - the
statutory maximum under Section 122 - no
executive order has been filed to implement such an
increase, and the tariff remains at 10%. Section 122
tariffs may remain in effect for up to 150 days
absent congressional extension, with the current
measures scheduled to expire in late July.

Over this period, the Administration is expected to
pursue more permanent and legally durable sectoral
tariffs, which it has indicated would keep the
effective tariff rate near current levels once the
temporary measures lapse. However, absent IEEPA
authority, new tariffs require formal investigations
that can take six to twelve months, making any
transition gradual.

From a macroeconomic perspective, the netimpact
appears limited. The replacement tariffs are likely to
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reduce the overall effective tariff rate only modestly,
implying little change to the expected effects on
GDP and inflation. While tariff-related effects are
expected to linger through 2026, most of the
macroeconomic adjustment has already occurred.
We expect passthrough into consumer goods prices
to continue through the first quarter but fade
thereafter.

Figure 2: Effective tariff rate with 10% Section 122
tariffs (currently implemented)
12%

% 11.0%
10% -456
bps
8% +251 9.0%
6%
4%
2%
0%

25Q4 IEEPA Repeal Section 122 (10%)  Estimated
Source: CBP, PNC

Figure 3: Effective tariff rate with 15% Section 122
tariffs (threatened but not implemented)
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Importantly, the Section 122 tariffs do not close the
carveouts, exemptions, and loopholes that have
kept the effective tariff rate well below the
statutory rate. Roughly 60% of goods entering the
United States remain duty-free, and there is no
indication that this share will decline meaningfully.
As a result, the effective tariff increase facing the
economy remains substantially smaller than
headline policy changes might suggest.
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We therefore do not anticipate meaningful changes
to our near-term growth or inflation forecasts
stemming directly from the ruling or its replacement
policies. That said, policy uncertainty remains an
important transmission channel. The temporary
nature of the Section 122 tariffs and the prospect of
future sector-specific actions may encourage firms
to delay investments or only cautiously adjust supply
chains, weighing modestly on business sentiment
even if direct macroeconomic effects remain
limited.

Figure 4: Nearly 60% of all imports are exempt from
tariffs
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Figure 5: Estimated impact of tariffs on core CPI
inflation (percentage points)
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Looking ahead, upside risks to tariffs appear
contained. The Administration has shown increasing
reluctance to follow through on tariff threats, as
affordability has become a central political issue.
The decision not to close existing exemptions
suggests comfort with current tariff levels and a
preference to avoid further escalation.

While the Supreme Court invalidated the IEEPA
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tariffs, it did not rule on refunds of previously
collected revenue. That issue was remanded to
lower courts. We estimate the potential refund pool
to total around $175bn, though the scope, timing,
and mechanism remain unclear. While prediction
markets anticipate refunds before July 2026, any
repayment process would likely be protracted and
could involve partial reimbursement.
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Disclosures

The material presented and the views expressed herein are of a general nature and does not constitute the provision of
investment or economic advice to any person, or a recommendation of any particular securities, financial instruments,
strategies or banking services. Opinions and forecasts expressed herein are subject to change without notice. Relevant
information was obtained from sources deemed reliable. Such information is not guaranteed as to its accuracy. You should
seek the advice of an investment professional to tailor a financial plan to your needs. To the extent that these materials
reference PNC data, such materials are not intended to be reflective or indicative of, and should not be relied upon as, the
results of operations, financial condition or performance of PNC.

Forward-looking statements are necessarily subject to numerous assumptions, risks and uncertainties, which change over
time. Future events or circumstances may change our outlook and may also affect the nature of the assumptions, risks and
uncertainties to which our forward-looking statements are subject. Forward-looking statements speak only as of the date
made. We do not assume any duty and do not undertake any obligation to update forward-looking statements. Actual
results or future events could differ, possibly materially, from those anticipated in forward-looking statements, as well as
from historical performance. As a result, we caution against placing undue reliance on any forward-looking statements.

“PNC” is a registered mark of The PNC Financial Services Group, Inc.

© 2026 The PNC Financial Services Group, Inc. All rights reserved.
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