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Understand the impact of Trump tariffs on the US economy

@ Micro — variation across firms/sectors
@ Macro — GDP, welfare
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This paper: impact of tariff shocks on COMPUSTAT firms in both 2018 and 2025

Examine empirically multiple channels of tariff propagation
@ Imported intermediates — directly and indirectly
@ Retaliation in foreign markets

@ Protection from import competition



Understanding the micro results: Sales vs. COGS
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Sales and COGS:
SALESft = mftCOGSft

Therefore:
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Taking coefficients at face value: dlncy, —0.2to —0.5
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Understanding the micro results: COGS elasticity

Demand and price, firm f, sector j, country c:

Xje
dfjet = 71 ant Pyt = MjyiCre
P]ct
COGS:
—0 o 'X C
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Therefore:
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Markup elasticity

Atkeson-Burstein markup elasticity (textbook, Cournot):
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COGS elasticity

COGS elasticity
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Possibilities?

@ Inelastic demand? o < 1
H . 2 —o l1—oc po—p Xsct
@ Incorrect sectoral aggregation/fixed effects? COGSy: = my ey TP x pi-v
sct
Ost
. dln Pj.q o—1
o Would require (const. m) —- C]ft =
1—0o X
R Xjet Teelje ric't
@ COGS of exports? COG Sy x T = e =
jet jelt

o Would require positive (firm-level) demand shift in foreign markets

Timing? COGS refers to a different time period than when tariffs were incurred?




Towards macro/aggregation

Demand, firm f, sector j, country c:
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Towards macro/aggregation

Demand, firm f, sector j, country c:

Xje
Afjet = Pl gpft Pfe = MmyiCre
jet
Production:

1

1—e i X

Cft = (1 — w) Wclt7€ + w (P;i) :| Pﬁ = Zﬁf/fs (Tc’cjtpf/ft)17X
f/

Expenditure:
cht = Qy (Wctht + Hct + Tct)

Need to know: elasticities + GE — Could make progress on elasticities?



Taking stock

o Exciting effort, impressive data collection, rich set of results

@ Micro: benefit from understanding micro findings better

@ Macro: still some distance

... but may make some progress to put micro estimates in service of macro





