
  

 

Let's Get Real About Tariffs 

July 18, 2025 
 

Wall Street seems to be convinced that tariffs aren’t going to contribute to rising inflation, they 

won’t do any damage to the economy, they will be easily absorbed, and all will be well in the 

world. Based on how the stock market has reacted the past couple of months that should be 

easy to believe. It would be fantastic if it turns out to be true, but I’ve had nagging doubts for 

months.  

 

If tariffs are so good for the U.S. why can’t the President tell the truth 

about what they are? 

 

Trump has framed tariffs as a tax paid by foreign exporters, and evidently a lot of Americans 

believe him. Just to do a little fact checking here are a few quotes from him.  

 

• “We’re going to be a tariff nation. It’s not going to be a cost to you. It’s going to 

be a cost to another country.”  

Said at a Wisconsin rally in September (during the 2024 campaign). 

Wikipedia+12FactCheck.org+12Axios+12 

         

• “I’m not raising your taxes. I’m raising China and all of these countries in Asia 

and all over the world … and they’re going to have to pay a price now…” 

https://sq6bttcab.cc.rs6.net/tn.jsp?f=001J0rDKeDHlWqy3wIpvTVgtWd0wqzCuFAfnDP1ZfClzhY1CmBU7XHPqyfdPQbznlbR8AlgRmnbiEKWKluzAXJ2Rs5rLIXem3DIuscYsEr81FlbMmig7HWZibZuI-mXNo-gsUz6eZmwT5eCHtiVsIBTrK56-Z8isgcg6_kMt4qQX5R6ZafrclzHR3p4fa7tQrz6jJhlIvPLHrfRL9zS0xagdQfuOvRjGtYhbYGDCAwaxfy6U76xyEnphA==&c=oDEE5j1YwjWQnr_Uj7l4GjWhjQ2Qw7AMFyFu5dWUVtoJc3aM7XqnBQ==&ch=fXzcf71zFNFn_lPfHmPyu9XOglWEY_oO8VsaovIefOF-p-pBew_8-w==


Same rally, further reiterating his position. FactCheck.org 

 

• “Instead of taxing our citizens to enrich other countries, [we] will tariff and tax 

foreign countries to enrich our citizens.”  

Declared during his inaugural address for a second term on January 20, 2025. 

FactCheck.org+14Wikipedia+14U.S. News & World Report+14 

 

Nothing could be further from the truth. Tariffs on imported goods are paid by the importer of 

record, here in the United States. In the unlikely case that a foreign company or government is 

shipping goods to itself, it will pay the tariff. But in the much more likely case that it is shipping 

goods to an American company, the American company will pay the tariff at the port of entry. 

They must pay before the shipment will be released to them. The payments go to the U.S. 

Customs and Border Protection (CBP) agency, operated by the Department of Homeland 

Security, and ultimately to the U.S. Treasury. Therefore Trump is correct when he says that 

government revenues will increase a lot under this tariff regime. But that money is coming out 

of the pockets of American importers. We will not “tariff and tax foreign countries to enrich our 

citizens”! Let’s get real about the tariffs. They are a tax on American importers.  

 

The importer may choose to absorb the tariff and therefore reduce their profit margin. They may 

choose to absorb part, and pass part onto their customers, therefore sharing the cost with their 

customers. They may also pass the entire tariff onto their customers, who then pay even higher 

prices. Rest assured, no one from the country where the goods came from pay the tariff, unless 

they shipped to themselves!!  

 

The rules on when and how tariffs are applied are way too complicated to detail in this letter. 

The current U.S. Customs manual is several hundred pages long. For the purposes of this letter, 

you only need to understand that most tariff impact has not yet hit the real economy. Exporters 

and shippers all over the world have been racing to get goods to the United States before the 

tariffs take effect. Simply stated, we haven’t yet felt the cost of most of the tariffs. 

 

https://sq6bttcab.cc.rs6.net/tn.jsp?f=001J0rDKeDHlWqy3wIpvTVgtWd0wqzCuFAfnDP1ZfClzhY1CmBU7XHPqyfdPQbznlbR8AlgRmnbiEKWKluzAXJ2Rs5rLIXem3DIuscYsEr81FlbMmig7HWZibZuI-mXNo-gsUz6eZmwT5eCHtiVsIBTrK56-Z8isgcg6_kMt4qQX5R6ZafrclzHR3p4fa7tQrz6jJhlIvPLHrfRL9zS0xagdQfuOvRjGtYhmy6rd9mzZ-OsL1nRwmZNmw==&c=oDEE5j1YwjWQnr_Uj7l4GjWhjQ2Qw7AMFyFu5dWUVtoJc3aM7XqnBQ==&ch=fXzcf71zFNFn_lPfHmPyu9XOglWEY_oO8VsaovIefOF-p-pBew_8-w==
https://sq6bttcab.cc.rs6.net/tn.jsp?f=001J0rDKeDHlWqy3wIpvTVgtWd0wqzCuFAfnDP1ZfClzhY1CmBU7XHPqyfdPQbznlbRbQ-7v9yRKcnrzoon_zlTWeHaxDHp3KPUJaxr7z9LxhOaGoKgnol0oZoviIILHp-pqyWOynRjR7sTZ_jyaa-5IK95fbNuA7yZkS3EWwrOpijUgKYeKYwdoqpq6aRa-PrYnCxuWSMxOolreKmkbXOlSmlB7LVD_zHfD_W4FqTkSnW7B-TVVGTRXqjnD9Hsm79yRAEZMV8vh0s=&c=oDEE5j1YwjWQnr_Uj7l4GjWhjQ2Qw7AMFyFu5dWUVtoJc3aM7XqnBQ==&ch=fXzcf71zFNFn_lPfHmPyu9XOglWEY_oO8VsaovIefOF-p-pBew_8-w==


  

 

  

 

Despite best efforts to get goods to the United States before the full tariff impact is felt, customs 

duties (tariffs) are rising. In June 2025 the U.S. Treasury collected $27 billion in customs 

revenue (tariffs), $20 billion more than a year ago. (Source: Wall Street Journal, July 14, 2025) 

That would all be fine and dandy except that it's being paid by U.S. companies while Trump is 

telling us that it’s being paid by the exporters!!! 

 



Now you may ask, “Who cares?” U.S. companies benefited from extensions of huge tax breaks 

in the Big Beautiful Bill (BBB). That is true. But don’t kid yourself. All the money that flows into 

the U.S. Treasury from tariffs is a wealth transfer from the private sector to the public sector. A 

tariff is a tax, “and when you tax something you get less of it”. Tariffs can restrain trade and 

drive up prices. Some portion of that rise in price is getting passed on to you. The Wall Street 

Journal reports… “domestic producers will also take advantage of the tariffs to raise prices. This 

is what happened after Mr. Trump slapped tariffs on washing machines in his first term. While 

imports fell by a third in the year after the tariffs took effect, prices rose 12% for washers and 

dryers.” 

 

What is Trump’s real intention regarding tariffs? 

 

We’ve all been guessing whether Trump intends to keep tariffs in place or is just using them as 

a bargaining tool. It’s seeming more likely that he intends to keep them in place. If income to 

the Treasury stays at June 2025 levels and is annualized, about $325 billion per year would be 

available to offset debt. Or, it could be invested in the U.S. economy to assist in bringing critical 

manufacturing back to the U.S. 

Just a few days ago, the Department of Defense (DOD) made a $400 million equity investment 

and provided a $150 million loan to MP Materials, a publicly traded company that is “at the 

center of U.S. strategic efforts to re-establish a domestic rare-earth supply chain.” Continuous 

revenues from tariffs could give Trump the source of capital he needs to create a sovereign 

wealth fund which provides capital to companies, projects, and industries of strategic 

importance to the U.S.  

 

Truth be told, we still don’t know what the total impact of the tariffs will be. We may not for a 

while. Some mock the President by calling him TACO (Trump Always Chickens Out). The 

President defends himself by calling it “negotiation”. Financial Times reported Tuesday 

morning  “Donald Trump reaps $50 billion tariff haul as world chickens out. America’s trading 

partners have largely failed to retaliate…allowing a president taunted for always chickening out 

to raise nearly $50 billion in extra customs revenues at little cost”. 

So far only China and Canada have retaliated in any way. Despite aiming for 90 deals in 90 

days as of early July 2025, only a few have been announced. Two are with Indonesia and 

Vietnam. A “mini-trade deal” has been made with the United Kingdom. A “framework deal” was 

announced with China. We can expect updates as the August 1st deadline looms.  

  



Copper tariffs are especially confusing 

 

I’m very skeptical about the 50% tariff on imported copper and frankly think it’s a mistake. 

Trump’s stated motive is to increase domestic production of copper, which I agree should 

happen. Here is some background on the subject.  

 

• In February 2025, Trump initiated a Section 232 investigation, arguing that high U.S. 

dependence on foreign copper posed a national security risk. The Times of 

India+15U.S. News+15Bloomberg.com+15.  

 

• Copper is vital to defense (radar, missile systems, hypersonic weapons, ammunition) 

and critical infrastructure (semiconductors, batteries, electric grid). CBS 

News+2Reuters+2The Economic Times+2.  

  

• The U.S. currently imports about 45–53% of its refined copper; the tariff aims to rebuild 

domestic mining and processing capacity, reducing reliance on countries like China, 

Chile, Canada, and Mexico.  

 

The only problem is that new copper production in the United States is projected to be at least 

5 years away, by none other than Jakob Stausholm, CEO of Rio Tinto. (Stausholm was 

interviewed Tuesday by Bloomberg) Rio Tinto happens to control the biggest proposed copper 

mining project in the United States. In the meantime, copper prices have skyrocketed as a result 

of the 50% tariff proposed on July 9, 2025, with an effective date of August 1, 2025.  

 

On July 14, 2025 the Wall Street Journal reported, "More expensive copper will boost the cost 

of making everything from automobiles to electronics as well as building houses. There are 

hundreds of pounds of copper in the typical American home between electrical wiring, plumbing 

and appliances. The average car contains nearly a mile of copper wiring alone." 

 

In a social-media post Wednesday night, Trump cited copper’s use in semiconductors, aircraft, 

ships, ammunition, radar systems and other military assets as reason for the tariff. 

“Copper is the second most used material by the Department of Defense!” the President wrote. 

“America will, once again, build a DOMINANT Copper Industry.”  

 

https://sq6bttcab.cc.rs6.net/tn.jsp?f=001J0rDKeDHlWqy3wIpvTVgtWd0wqzCuFAfnDP1ZfClzhY1CmBU7XHPqyfdPQbznlbRvpw1TlzgIISM4AQ_FkLg7Prssyv2IfYSM5UtAQmca2mSCFjzWk_yrplZCBwfH4lrQ270cyj4cLISU2axcknSdls5OxaKOUtb7D0gkMVwXyuvCOahkbHTz6K0tzxBO7GEIitgORw6k8r6KOTkBHydAjaJBmNAPljKY-XPvRF6Xz7wHW8_6i_T_YdZP6HkarELQ1VZ2dlfmMiOCuLIufqgkMGrJEpG4evMZI5xSw7UudXb_3puwoO-xcaz8ms0IrasXezRpCuyciY=&c=oDEE5j1YwjWQnr_Uj7l4GjWhjQ2Qw7AMFyFu5dWUVtoJc3aM7XqnBQ==&ch=fXzcf71zFNFn_lPfHmPyu9XOglWEY_oO8VsaovIefOF-p-pBew_8-w==
https://sq6bttcab.cc.rs6.net/tn.jsp?f=001J0rDKeDHlWqy3wIpvTVgtWd0wqzCuFAfnDP1ZfClzhY1CmBU7XHPqyfdPQbznlbRvpw1TlzgIISM4AQ_FkLg7Prssyv2IfYSM5UtAQmca2mSCFjzWk_yrplZCBwfH4lrQ270cyj4cLISU2axcknSdls5OxaKOUtb7D0gkMVwXyuvCOahkbHTz6K0tzxBO7GEIitgORw6k8r6KOTkBHydAjaJBmNAPljKY-XPvRF6Xz7wHW8_6i_T_YdZP6HkarELQ1VZ2dlfmMiOCuLIufqgkMGrJEpG4evMZI5xSw7UudXb_3puwoO-xcaz8ms0IrasXezRpCuyciY=&c=oDEE5j1YwjWQnr_Uj7l4GjWhjQ2Qw7AMFyFu5dWUVtoJc3aM7XqnBQ==&ch=fXzcf71zFNFn_lPfHmPyu9XOglWEY_oO8VsaovIefOF-p-pBew_8-w==
https://sq6bttcab.cc.rs6.net/tn.jsp?f=001J0rDKeDHlWqy3wIpvTVgtWd0wqzCuFAfnDP1ZfClzhY1CmBU7XHPqyfdPQbznlbRrhoSaFr610nRXEHL6YxPxO4VYWYaGhNC5BqR2rfJfIzTvA2k9DeEugd7bN1FxwXU-iKSsUstz0xhKz1oGV9-Ha8x3fN81mljFlk9-RxnPicsQH56m-L6ihEf1EjJ-Bl1t0-nuLFzeOTE3vULTuSFVkkEToLXKnxFKJaB5uEdUzJ0tP9atCkClLLVTg128KIg0_MzXCbrHnKexnra_2zTxmYEG32AR4M2&c=oDEE5j1YwjWQnr_Uj7l4GjWhjQ2Qw7AMFyFu5dWUVtoJc3aM7XqnBQ==&ch=fXzcf71zFNFn_lPfHmPyu9XOglWEY_oO8VsaovIefOF-p-pBew_8-w==
https://sq6bttcab.cc.rs6.net/tn.jsp?f=001J0rDKeDHlWqy3wIpvTVgtWd0wqzCuFAfnDP1ZfClzhY1CmBU7XHPqyfdPQbznlbRrhoSaFr610nRXEHL6YxPxO4VYWYaGhNC5BqR2rfJfIzTvA2k9DeEugd7bN1FxwXU-iKSsUstz0xhKz1oGV9-Ha8x3fN81mljFlk9-RxnPicsQH56m-L6ihEf1EjJ-Bl1t0-nuLFzeOTE3vULTuSFVkkEToLXKnxFKJaB5uEdUzJ0tP9atCkClLLVTg128KIg0_MzXCbrHnKexnra_2zTxmYEG32AR4M2&c=oDEE5j1YwjWQnr_Uj7l4GjWhjQ2Qw7AMFyFu5dWUVtoJc3aM7XqnBQ==&ch=fXzcf71zFNFn_lPfHmPyu9XOglWEY_oO8VsaovIefOF-p-pBew_8-w==


I agree with the President on the need to develop more copper mining in the United States. But 

why raise prices five years before significant new production can come online? Rio Tinto, and 

others, were already making progress on opening new mines. Why not help them clear out 

some of the regulatory hurdles that are holding them up, rather than raising the price of this vital 

metal? The 50% tariff, years before we have new production, makes no sense to me. Any tariff, 

years before we have new production, also makes no sense to me.  

 

The U.S. imported around 1 million metric tons of refined copper in 2024, covering nearly half 

of our total consumption. That copper comes from Peru (70%), Canada (17%), Peru (7%), 

Democratic Republic of the Congo (2-3%) and Mexico (1-2%). The U.S. also buys copper ore 

and copper scraps, primarily from Canada and Mexico. None of those countries are going to 

pay the tariffs! U.S. buyers will pay the tariffs, for the next several years until we can ramp up 

domestic production. Please explain how that makes any sense.  

 

The Fed might have cut interest rates if not for the tariffs. Lesson to President Trump, 

“Don’t Fight the Fed” 

 

In 1970, renowned investor Martin Zweig coined the phrase “Don’t Fight the Fed” and it has 

been gospel for investment managers ever since. Blackrock Wealth Management states, “This 

phrase underscores the idea that when the Federal Reserve aims to stimulate the economy, 

reduce inflation, or increase employment, it has the necessary tools to achieve these goals. 

Historical evidence supports this notion.” 

 

President Trump “fights the Fed” every day, both by disparaging Chair Jerome Powell 

and raising prices through tariffs. 

 



  

 



We all know that the President will replace Powell at the end of his term in May 2026. In fact, 

while I was drafting this newsletter yesterday, this headline appeared. 

 

  

 

The President denied this almost as soon as the headline appeared, But this morning 

(Thursday, July 17, 2025) the New York Times is reporting that “Trump has actually drafted a 

letter for Powell’s dismissal."  

 

J.P. Morgan’s chief U.S. economist, Michael Feroli, is warning, “Any reduction in the 

independence of the Fed would likely add upside risks to an inflation outlook that is already 

subject to upward pressures from tariffs and somewhat elevated inflation expectations. 

Moreover, market participants could demand greater compensation for inflation and inflation 

risks, thereby increasing longer-term interest rates, weighing on the outlook for economic 

activity, and worsening the fiscal position.” (Source: CNBC.com) 

 

Undoubtedly, any new Fed Chair will be required to acquiesce to the President’s will, 

reminiscent of Arthur Burns relationship with President Nixon in the 1970’s. Burn’s tenure as 

Fed chief was a disaster in many ways, and he never lived it down. For those of you not familiar 

with Burn’s term as Chair of the Fed, here is a little history from ChatGPT 4o: 

 

Background Context: Arthur Burns and Richard Nixon 

 

Arthur Burns was the Chairman of the Federal Reserve from 1970 to 1978, appointed by 

President Richard Nixon. Burns was a respected economist and a former adviser to Nixon. Their 



relationship was personal and political: Nixon saw Burns as a key figure to help ensure 

economic conditions that would support Nixon's re-election in 1972. 

 

At the time, inflation was rising, and Nixon was deeply concerned about the political 

consequences of tight monetary policy leading to a recession before the election. Nixon’s 

approach to economic policy included considerable pressure on Burns and the Fed. 

 

Did Burns Acquiesce to Nixon’s Will? 

 

The short answer: Yes, to a significant extent, Burns did acquiesce to Nixon’s wishes, 

though not without some internal conflict and reservations. Here’s a breakdown: 

 

Political Pressure and Personal Manipulation 

• Nixon was notorious for applying direct pressure on Burns. Taped conversations from 

the Nixon White House (later revealed in the Watergate investigations) show Nixon 

berating Burns and insisting that the Fed pursue a loose monetary policy to stimulate 

the economy before the 1972 election. 

 

• Nixon saw monetary policy as a tool for electoral gain and made it clear to Burns that 

he expected cooperation. 

 

Burns’ Policy Response 

• In the early 1970s, the Fed under Burns did pursue an expansionary policy: it kept 

interest rates low and increased the money supply, contributing to short-term economic 

growth and low unemployment, which helped Nixon politically. 

 

• However, this policy came at a long-term cost, exacerbating inflationary pressures that 

became central to the 1970s "stagflation" crisis. 

 

Burns’ Justification 

• Burns was not simply Nixon’s puppet; he struggled with his responsibilities as an 

independent central banker and his loyalty to Nixon. 

 

• In his later writings and speeches, Burns expressed regret over the period, 

acknowledging the inflationary consequences of his accommodative stance, but he also 

defended his actions as having been constrained by the political environment, wage-



price controls, and international pressures (especially after Nixon ended the Bretton 

Woods system in 1971). 

 

Historical Interpretation 

• Many historians and economists interpret Burns’ tenure as an example of a Fed 

compromised by political interference. 

 

• The episode is one reason why subsequent reforms reinforced the Federal Reserve's 

independence from the White House. 

 

Conclusion 

 

In summary: Arthur Burns did acquiesce to Nixon’s will, implementing a loose monetary 

policy that suited Nixon’s political needs, despite his understanding of the risks. Burns faced 

extraordinary pressure from Nixon personally, and his response has been widely criticized as 

contributing to the inflation of the 1970s and undermining the Fed’s credibility. 

 

This period is now often cited as a cautionary tale about the dangers of political interference in 

central banking and is part of the reason the principle of Federal Reserve independence is so 

strongly emphasized today. 

 

We continue to move further and further into uncharted territory. In the meantime, markets seem 

perfectly sanguine. Martin Zweig had another favorite phrase, it was "don't fight the tape." 
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