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Context

On February 13, President Trump announced plans to implement "reciprocal tariffs" on U.S.
trading partners, stating that countries imposing high tariffs on U.S. goods would face
matching rates on their exports to the U.S. This action aims to address America's growing trade
deficit through a direct measure-for-measure approach to international trade policy. This new
measure could fundamentally reshape/alter U.S. trade dynamics, particularly affecting
relationships with developing economies like Nigeria, where existing import duties on
American products often exceed U.S. tariff levels on foreign goods.

The Big Picture

A dramatic shift looms in U.S-Nigeria trade relations as this reciprocal tariff policy takes shape,
given the significant disparity in existing tariff structures between the two nations. Nigeria
maintains an average tariff rate of 12.5% on U.S. imports, while U.S. duties on Nigerian goods
average only 1% —a differential that exceeds the U.S.-India tariff gap. This 11.5 percentage
point difference indicates that Nigerian exports to the U.S. could face substantially higher
tariffs under the proposed policy, potentially reshaping bilateral trade patterns and economic

relations between the two countries.
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Trade Context & Expected Changes

If proposed tariff adjustments are implemented, the $9.9 billion US-Nigeria trade relationship
could significantly change. While Nigerian exports to the U.S. ($5.7 billion), mainly consisting
of crude oil, cocoa, cashew nuts, and animal feed, are expected to remain relatively unaffected
due to already low U.S. tariffs, imports from the U.S. ($4.2 billion), including vehicles, wheat,
machinery, fuels, and plastics, could become substantially cheaper due to potential reductions
in Nigerian tariffs. Nigeria also benefits from low tariffs on its exports to the U.S. under the
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African Growth and Opportunity Act (AGOA), which is set to expire in 2025. Under the
proposed changes, tariffs on industrial machinery would decrease from 20% to approximately
5%, vehicle duties would fall from 35% to 6.5%, and consumer goods tariffs would drop from
20% to around 3-4%. Agricultural produce exports from Nigeria to the U.S., already enjoying
low tariffs under AGOA, would likely see minimal further change.

Nigeria-US Trade Composition by Sector (2024)
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Potential Impact of the New Policy Measure

If Nigeria adopts reciprocal tariff policies in response to President Trump's new stance, several
sectors could benefit significantly. Companies in Nigeria importing U.S. equipment might
experience substantial cost reductions, boosting their profitability. Vehicle importers could see
an expanded market reach as lower costs make their products more affordable to consumers.
Businesses reliant on U.S. raw materials would gain a competitive edge through reduced input
costs. However, local manufacturers could face increased competition as cheaper U.S. imports
flood the market, potentially challenging their market share and pricing strategies.

However, an immediate challenge will be managing the estimated 465 billion shortfall in
customs revenue, which is approximately 7 percent of Nigeria's non-oil revenue and requires
urgent fiscal adjustments. The government might need to accelerate its efforts at tax reforms,
particularly in expanding the VAT base and improving tax collection efficiency. The projected
reduction in annual customs revenue might lead to the introduction of new taxes or fees.
Companies heavily invested in protected industries may need to improve efficiency rapidly.
Current industrial policies will require significant revision, particularly in the automotive,
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agriculture, and manufacturing sectors. The government may need to shift its approach from
tariff protection to more direct industrial support mechanisms such as grants, tax incentives,
and infrastructure development.

A Nigerian decision to reject U.S. reciprocal tariffs would create significant economic ripples,
though with varying sectoral impacts. While oil exports ($5.7 billion) would remain relatively
stable due to specialized U.S. refinery demand, agricultural exports like cocoa and cashew nuts
would face severe challenges, potentially seeing their trade value cut by half as U.S. buyers
seek alternatives. This, combined with the expiration of AGOA benefits, could reduce total
exports by $800m - $1.2 billion annually, pressuring Nigeria's foreign exchange reserves and
employment in export sectors. Nigeria would avoid the immediate 3465 billion customs
revenue loss from matching U.S. tariffs. However, the longer-term consequences of reduced
export earnings and the potential cooling of U.S.-Nigeria economic cooperation could affect
Nigeria's economic diversification efforts.

The Way Forward

Nigerian policymakers must take decisive action regardless of their stance on U.S. reciprocal
tariffs. If maintaining current tariff levels, the focus should be on strengthening export
competitiveness through agricultural modernization, market diversification, and value-added
processing to offset potential U.S. tariff impacts. Alternatively, if implementing reciprocal
tariffs, priority must be given to managing the 3465 billion customs revenue shortfall through
expanded tax collection while supporting domestic manufacturers through the transition. In
either scenario, success hinges on enhancing institutional capacity, improving trade
infrastructure, and maintaining close consultation with private sector stakeholders to ensure
effective policy implementation.
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