Honda profits plunge 76% amid US tariffs as production shifts to Indiana
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Honda Motor Co. has experienced a significant setback in its financial performance, with fourth-quarter operating profits dropping a staggering 76%. This decline reflects the broader challenges the company faces, particularly due to heightened trade tensions and newly imposed tariffs from the United States. For the fiscal year ending March, Honda reported revenues of 21.69 trillion yen, marginally exceeding analyst expectations of 21.63 trillion yen and marking a 6.2% increase from the previous year. However, the operating profit fell to 1.21 trillion yen, falling short of the anticipated 1.41 trillion yen, highlighting the stark contrast between revenue growth and profitability pressures.
The sharp decline in profits has been attributed primarily to the impact of a 25% tariff on foreign automobile imports implemented by the U.S. government. This significant tariff is anticipated to impose further strain on Honda's financial health, leading the company to forecast a 59% decrease in operating profit for the fiscal year ending March 31, 2026. Honda estimates a potential loss of 650 billion yen due to these tariffs alone, which includes a substantial 300 billion yen from taxes on around 550,000 vehicle imports. In response to these challenges, the automaker has indicated that it might only recover about 200 billion yen through various cost-offsetting strategies.
In what appears to be a strategic pivot in light of these new economic realities, Honda has decided to relocate production of its next-generation Civic hybrid from Mexico to Indiana. This move aims to mitigate potential tariff repercussions on one of its leading models. Observers note that more Asian automakers are gaining market share in the U.S.; in 2024, six of the top eight by sales volume were Asian brands, underscoring the competitive environment in which Honda operates.
The operational challenges have not only been financial but also strategic. Earlier this year, Honda and rival Nissan ended discussions regarding a potential $60 billion merger, which would have formed the world's third-largest automaker by sales. While both companies aim to maintain technological collaboration, the inability to merge suggests a more fragmented approach to addressing industry challenges.
As Honda grapples with these external pressures, it has also faced internal ones, including ongoing product recalls that have contributed to declining vehicle sales. In recent quarters, the automaker has seen a notable dip in automobile sales, particularly exacerbated by stagnant demand in Asian markets, especially China. While strong sales in North America have somewhat counterbalanced this decline, the overall numbers are disappointing.
CEO Toshihiro Mibe has acknowledged the challenges posed by increasing competition, particularly from fast-growing Chinese electric vehicle manufacturers. In addressing these pressures, Honda has announced a delay in establishing its electric vehicle supply chain in Ontario, Canada, citing uncertain demand and economic conditions.
The combination of soaring tariffs, strategic shifts in production, and the ongoing search for new growth avenues amidst fierce competition paints a complex picture for Honda’s future. While the company remains resilient in the face of adversity, its ability to adapt to these turbulent market conditions will be pivotal in the years to come.
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