FedEx faces near $1 billion hit as tariffs and trade policies reshape global shipping landscape
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FedEx Corp. anticipates a $1 billion reduction in adjusted operating profit for the current fiscal year due to persistent trade volatility, largely resulting from the recent tariffs imposed on low-value goods and shifting trade policies under the Trump administration. According to the company’s Chief Financial Officer, John Dietrich, the majority of this impact stems from a sharp decline in shipments from China to the United States—a historically profitable shipping corridor that has suffered significantly under new tariff regulations. Additionally, increased customs clearance costs are expected to add approximately $300 million to FedEx's operational challenges.
This outlook reflects the broader economic uncertainty triggered by the Trump administration’s trade war, which has introduced sweeping and sometimes unpredictable tariff changes. Most notably, the termination of the longstanding "de minimis" tariff exemption, which previously allowed packages valued under $800 to enter the US duty-free, has had far-reaching consequences across e-commerce, logistics, and consumer sectors. The exemption ended entirely on August 29, 2025, following an earlier phase-out for shipments from China and Hong Kong in May. This policy shift has forced FedEx and other carriers to navigate a new landscape of customs duties and increased processing complexity, altering the composition and profitability of global trade lanes.
Industry analysts estimate that the removal of this tariff exemption will cost FedEx around $170 million in the most recent quarter alone, accounting for roughly 0.8% of its revenue, with projections indicating the annual revenue impact could approach $1 billion. This dramatic change has disrupted around 75% of the 1.4 billion packages that had been eligible for duty-free entry, impacting not only large retailers but also smaller e-commerce businesses and consumers. Furthermore, the US Customs and Border Protection agency has imposed standard duties on all parcel imports, adding a temporary flat-rate duty system ranging between $80 and $200 depending on the country of origin.
Despite these headwinds, FedEx reported stronger-than-expected quarterly earnings, exceeding analyst expectations through aggressive cost-cutting measures and resilience in its domestic delivery segment. The company posted an adjusted profit of $0.91 billion, or $3.83 per share, on revenues of $22.24 billion, outstripping forecasts. Operating margins improved to 6%, bolstered by a $1 billion initiative aimed at permanent cost reductions, including merging separate air and ground networks, facility closures, and fleet adjustments. FedEx's recent share repurchase programme, which has seen $500 million of stock bought back in the first quarter, signals management’s confidence in the company’s long-term strategy despite near-term shocks.
Nevertheless, FedEx’s full-year forecast reflects cautious optimism. It projects revenue growth between 4% and 6% for the fiscal year and adjusted earnings per share between $17.20 and $19.00—figures that, while ahead of some estimates, sit just below the average analyst consensus. The forecast notably assumes no further deterioration in global trade conditions, underscoring the prevailing uncertainty from ongoing tariff policies and global economic dynamics.
Several market experts have expressed reservations about the company’s ability to sustain momentum into the crucial holiday shipping season, given the dampened volume outlook following changes to de minimis rules. Bank of America analysts recently downgraded FedEx and its key rival, United Parcel Service, citing anticipated lacklustre demand. This concern aligns with broader trends of declining air freight demand and softness in industrial shipping activity, which have pressured FedEx's overall volumes despite strong growth in domestic parcel shipments.
The elimination of the low-value tariff exemption also prompted operational upheaval beyond FedEx. Several foreign postal services have temporarily suspended US-bound shipments in response to the new tariffs and customs duties, adding further logistical complexity. Industry observers point out that full ad valorem duties on all shipments are set to be implemented by February 2026, potentially tightening the screws further on cross-border trade. Domestic manufacturing groups have welcomed these changes, viewing them as a measure to level the playing field with foreign competitors that previously benefited from tariff loopholes.
FedEx continues to adapt its business model amidst these headwinds, including plans to spin off its freight division by mid-2026, aiming to sharpen focus on core parcel services. This strategic recalibration, coupled with cost-control initiatives and share repurchase activities, suggests management’s intent to mitigate the ongoing challenges stemming from an increasingly complex global trade environment.
In sum, FedEx’s recent financial performance and guidance illustrate the tangible impact of trade policies on corporate profitability in the logistics sector. The loss of tariff exemptions for low-value goods has disrupted volumes and increased costs, compelling companies like FedEx to adjust expectations and implement significant operational changes. While domestic strengths and cost efficiencies have helped offset some pressures, the company’s outlook remains clouded by the unpredictability of global trade relations, making the upcoming quarters critical for assessing whether these risks will stabilise or exacerbate.
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