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The recent and ongoing tariff discussions have once again brought international trade into the
headlines. Tariffs(a tax imposed by governments on imports) have long been a prominent instrument in
international trade policy, but they represent just one of many tools governments can employ to
manage economic relationships. Beyond traditional tariffs, countries utilise a range of trade policy
mechanisms, including non-tariff measures and environmental regulations.

With the recent changes in the United States (US) trade policy, particularly concerning tariffs, the
effects on different countries and their businesses vary significantly based on their market
diversification. Trade diversification has emerged as a critical strategy in response to the complex
global trade landscape when trade policy changes. It involves expanding the variety of goods and
services a country exports and imports, as well as broadening its network of trading partners. By
reducing dependency on a limited number of products or markets, countries and businesses can
enhance their economic stability and resilience, particularly during periods of international
uncertainty.

To gain a deeper understanding of how these trade policy changes impact various economies, this
article examines the current state of export market diversification, or the lack thereof, among five
specific countries, namely: Australia, Bangladesh, Canada, the US, and Viet Nam. The insights into the
export structures and trading relationships of these nations highlight how differing levels of
diversification mayinfluence theirresilienceandadaptabilityinthe face of evolving UStrade policies.

Market Diversification of Australia, Bangladesh, Canada, the United States and Viet Nam

All countries are members of the World Trade Organisation (WTO)and have heavily engaged in regional and
preferential trading agreements to increase their export market opportunities, their input sourcing
and participation in the global value and supply chain. As of today, the US has a total of 21 preferential
trade agreements (PTAs) in place, as compared to 18 by Australia, 17 by Viet Nam and 16 for Canada.
Bangladesh, although having only a few PTAs, has enjoyed preferential access under the Generalised
System of Preferences (GSP) offered by many importing countries due to its status as a least-
developed country; however, the GSPis slowly being phased out.



https://www.imf.org/en/Publications/WP/Issues/2019/05/14/Understanding-Export-Diversification-Key-Drivers-and-Policy-Implications-46851
https://ustr.gov/trade-agreements/free-trade-agreements
https://ustr.gov/trade-agreements/free-trade-agreements
https://ustr.gov/trade-agreements/free-trade-agreements
https://www.austrade.gov.au/en/how-we-can-help-you/australian-exporters/free-trade-agreements
https://wtocenter.vn/fta
https://international.canada.ca/en/global-affairs/services/trade/agreements-negotiations/investment-agreements#dataset-filter1
https://international.canada.ca/en/global-affairs/services/trade/agreements-negotiations/investment-agreements#dataset-filter1
https://www.bangladeshtradeportal.gov.bd/index.php?r=site/display&id=740
https://unctad.org/topic/trade-agreements/generalized-system-of-preferences
https://unctad.org/topic/trade-agreements/generalized-system-of-preferences
https://gsphub.eu/news/opinion-bangladesh-gspplus

R\/2

AIB REVIEW

By the Australian Institute of Business

In order to get a better understanding of the countries’ export markets and the potential impacts of
trade policy changes, we have investigated available trade data from the United Nations Comtrade
database. For Australia, Canada and the US, data presented is from 2024 as per their reports. The last
available datafor Viet Nam is from 2023. Bangladesh’s data as reported by the country is not available for
the last two years. Accordingly, mirror data from the 2024 reporting countries was used. Figure 1
provides the export market diversification of the beforementioned countries in per cent of total
exports. Trading partners with at least 3 per cent of the country’s total exports are reported. Trading
partnerswithlessthan 3 percenttare combinedinthe category‘Other’.

The international export markets presented in Figure 1 reveal a complex tapestry of economic
interdependence, characterised by varying degrees of market concentration and strategic trade
relationships. Some nations demonstrate pronounced dependencies on specific trading partners, with
Canadaand Bangladesh standing out as prime examples of highly concentrated export markets.

Canada'sexportsare overwhelmingly directed towards the US, which absorbs nearly three-quarters of its
total exports, creating an economic landscape almost entirely defined by its North American
neighbour. Similarly, Bangladesh shows an extreme reliance on the European Union (EU), which
accounts for more than half of its total exports, complemented by a significant but smaller
contribution from the US.

In contrast, countries like the US and Viet Nam display more balanced and diverse export portfolios,
spreading their economic risks across multiple significant markets. The US, for instance, maintains
robust trade relationships with the EU, Canada, Mexico, China, the United Kingdom, Japan, and South
Korea, creating a multifaceted export ecosystem.

Regional dynamics play a crucial role in shaping these export landscapes. North American economies
demonstrate strong interconnectedness, while Asian economies reveal complex regional supply
chains that extend beyond traditional bilateral arrangements. The EU emerges as a consistently
important export market, though its significance varies across different economies.

Emerging economies appear to be strategically diversifying their export markets, recognising the risks
of over-reliance on a single trading partner. Countries like Australia and Viet Nam exemplify this
approach, maintaining significant relationships with multiple economic regions and major global
markets.

These export market patterns reflect broader geopolitical and economic strategies, highlighting how
international trade is not merely an economic mechanism but a complex interplay of historical
relationships, geographic proximity, and strategic national interests. The stark contrast between
highly concentrated markets like Canada and Bangladesh and more diversified economies
underscores the varied approaches to global trade in the contemporary economic landscape.


https://comtradeplus.un.org/
https://comtradeplus.un.org/
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Figure 1:
Export market diversification of various economies (2024)
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What Does This All Mean?

The export market analysis reveals significant differences in the trade market dependencies and
diversificationsamong Australia, Bangladesh, Canada, the US, and Viet Nam. Canadais heavily reliant on
the US as more than 76 per cent of its exports are destined for that country, and Bangladesh relies on
trade withthe EU, followed by exports to the US. Thishighlights a deep economic integration that poses
significant risks for Canada and Bangladesh. Similarly, Viet Nam depends relatively heavily on exports
to the US. In contrast, Australia has a significant dependency on China, while still managing to maintaina
relatively diverse trading portfolio with substantial contributions from other markets. The US stands
out with the most diverse export market, benefiting from a broad range of partners with the with the EU,
Canada, and Mexico leading the way.

These dynamics underscore the importance of mitigating risks associated with trade dependencies,
particularly in the context of changing trade policies. Countries with heavy reliance on a single market
may face vulnerabilities, while those with more diversified export strategies can better navigate
potential economic fluctuations. PTAs are one of those strategies, and they still matter. The US
administration has announced that further tariffs will be increased by 1 August 2025. Currently, the
application of the tariffs as it relates to PTAs is ambiguous. For example, Executive Order 02 April 2025
specifically excludes goods traded under the Canada-US-Mexico (CUSMA) trade agreement. This
shows that trade deals such as PTAs make a significant difference. However, this also shows that
countries without trade deals are significantly worse off than those who hold trade deals. For example,
Bangladesh or Viet Nam currently do not hold PTAs with the US, and Bangladesh with neither the EU nor
the US.

Interestingly, however, was Canada’'s immediate response to the tariff by the US stating that the
“Government of Canada has a comprehensive plan to fight back against the unjustified US tariffs
imposed on Canadian goods while supporting Canada's interests, industries, and workers”. As shown in
the earlier section, Canada exports more than 76 per cent of their total exports to the US, so general
concerns are justified. However, considering that Canada’s exports under the existing CUSMA are
exempt from the increasing tariffs, there should be no problem. However, it seems that CUSMA itself
seems too complex for many Canadian businesses that seem to be trading under standard non-PTA
trade, hence businesses that do not currently trade under the PTA will face and feel the full force of the
tariff.

Considering that the US administration is using the tariff pressure argument to advocate for new trade
deals could indicate a level of acceptance that the current trade agreements under the WTO are not
appropriate fortoday’s dynamic international trading environment. For example, the executive order of
02 April 2025 refers to ever increasing non-tariff barriers and other trade measures such as
environmental policies (e.g. EU’s Carbon Border Adjustment Mechanism, which taxes imports to the
EU from carbon-emitting industries). It is common for those measures to be significantly more



https://www.whitehouse.gov/fact-sheets/2025/07/fact-sheet-president-donald-j-trump-continues-enforcement-of-reciprocal-tariffs-and-announces-new-tariff-rates/
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.canada.ca/en/department-finance/programs/international-trade-finance-policy/canadas-response-us-tariffs.html
https://www.canada.ca/en/department-finance/programs/international-trade-finance-policy/canadas-response-us-tariffs.html
https://www.canada.ca/en/department-finance/programs/international-trade-finance-policy/canadas-response-us-tariffs.html
https://www.cfib-fcei.ca/en/site/us-tariffs#FAQ2
https://www.cfib-fcei.ca/en/site/us-tariffs#FAQ2
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.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.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://taxation-customs.ec.europa.eu/carbon-border-adjustment-mechanism_en
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expensive than tariff rates. Equalling out the costs of non-tariff barriers through tariffs would be a
simple approach and explain the actions of the US administration.

But what this also seems to show is that the WTO lacks the ability to address the trade concerns as
they relate to ongoing tariffs around the world and the ever-increasing non-tariff measures. The
announcements of trade deals between the US and many of its trading partners also show that the US
administration’s trade policy change seems to be justified. On 30 June, the United Kingdom and on 5
July, Viet Nam announced new deals. On 24 July, Australia has amended their trade rules with the US in
preparation for trade deal talks. In mid-July, Indonesia agreed to a trade deal that allows the US tariff free
market access to Indonesia and the US to charge 19 per cent tariffs on Indonesian imports. A similar
agreement was struck with the Philippines. Japan and the EU agreed to provide US market access to
their countries under significantly low tariffs, or even duty free, and the EU and Japan agreed to pay 15 per
cent tariffs on their exports into the US. And Canada was aiming to finalise a deal before 1August 2025;
however, this has not yet been achieved, likely also due to ongoing legal challenges to the tariffs and
trade dealsinthe US, which are now headed to the USSupreme Court.

Conclusion

The exact details of these deals will likely not be revealed until after a decision by the US Supreme,
however, seeing that trading partners are signing up to these new trade deals seems to indicate that
the Trump tariffs’ are justified after all. From a global perspective, where these trade deals lead to
remains unclear. An ideal outcome for businesses and consumer around the world would be trade deals
that ultimately eliminate all tariff and non-tariff barriers. This would make trading simple and equal and in
return make any trade agreements obsolete. Until then, the most practical immediate solution for
businesses may be to seek new markets, diversify trading partners and for governments to unilaterally
simplify trade requlations.
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https://www.gov.uk/government/news/uk-us-trade-deal-kicks-into-gear-immediate-tariff-cuts-for-uk-auto-and-aerospace-sectors
https://www.straitstimes.com/opinion/us-vietnam-trade-deal-has-serious-implications-for-south-east-asia-former-us-deputy-trade-rep
https://www.farmonline.com.au/story/9023882/australia-lifts-us-beef-import-ban-amid-trump-tariffs/
https://www.reuters.com/world/asia-pacific/indonesia-says-us-trade-deal-reached-after-extraordinary-struggle-2025-07-16/
https://fortune.com/asia/2025/07/23/trump-announces-philippine-trade-deal-19-tariffs-president-marcos-jr/
https://www.newsweek.com/donald-trump-trade-deal-japan-2102885
https://www.msn.com/en-us/money/markets/us-eu-trade-deal-winners-and-losers/ar-AA1JqDFs
https://www.cfib-fcei.ca/en/site/us-tariffs#FAQ2
https://www.msn.com/en-us/money/markets/trump-says-us-may-have-to-unwind-trade-deals-and-will-suffer-greatly-if-it-loses-tariff-case/ar-AA1LQp7B
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