Trump’s tariffs may generate $400bn in revenue while reshaping trade deals, says economist
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A recent reassessment of President Donald Trump’s tariff policies by a prominent Wall Street economist suggests that these measures may have been more strategically calculated than initially thought. Torsten Sløk, chief economist at Apollo Global Management, initially warned that the tariffs could trigger a recession by the summer, particularly affecting small businesses and disrupting trade flows from China to the United States. However, in his updated analysis, Sløk posits that the tariffs could be used not only as a negotiating tool but also as a substantial source of federal revenue.
Sløk’s latest evaluation highlights the possibility that Trump could lower tariffs on many U.S. trading partners while maintaining levies on others to boost federal income. This approach could generate approximately $400 billion annually in revenue for U.S. taxpayers. Furthermore, by extending the July 9 deadline for reciprocal tariffs by a year, the administration could reduce uncertainty for businesses, thereby enhancing planning, employment prospects, and financial market stability.
This perspective gained traction as the U.S. and China announced they had reached the framework of a trade agreement, with China committing to deliver rare-earth minerals, a critical resource. This development came shortly after Trump imposed his tariff deadline, designed to compel countries into better trade deals. White House press secretary Karoline Leavitt mentioned that the tariff deadline is flexible and could be extended, underscoring the administration’s willingness to tailor tariffs to what it sees as mutually advantageous outcomes for the U.S. and American workers. She said during a press briefing aired on Newsmax that the president "can pick a reciprocal tariff rate that he believes is advantageous for the United States and for the American worker."
Despite the emerging narrative of tariffs as a strategic revenue tool, there remains criticism about the broader economic impact. Analysts in the Financial Times contended that while tariffs might reduce imports, they also harm exports, which can shrink overall trade volumes and potentially widen the U.S. trade deficit rather than reduce it. This view challenges the administration’s narrative and suggests a more nuanced picture of the tariffs’ economic consequences.
The administration has faced judicial pushback as well. A federal trade court recently invalidated many of Trump’s tariff measures, a ruling that the White House strongly opposed. Press secretary Leavitt described the court’s decision as "judicial overreach" and insisted that trade policy decisions should remain in the executive branch’s purview.
Amid escalating trade tensions, the Trump administration has defended its tariff stance even as consumer confidence showed signs of decline. Leavitt expressed optimism about a potential trade agreement with China but emphasized that the administration would not relent if China continued retaliatory actions.
Overall, while initially feared to precipitate economic downturns, the tariffs appear to have evolved into a complex instrument, balancing between trade negotiations, revenue generation, and domestic economic stability. The coming months, particularly with the potential extension of the tariff deadline and ongoing negotiations with trade partners including China, will be critical in determining the long-term impacts of this policy approach.
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