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Executive summary 

On 02 April 2025, the US government issued an Executive Order under the 

International Emergency Economic Powers Act (IEEPA) announcing 

‘reciprocal’ tariffs across nearly all of their trading partners. The measure 

signalled a clear shift in US trade policy of maintaining minimal Customs 

duties to one of high import tariffs aligned with their stated objective of 

promoting domestic manufacture, strengthening domestic industry and 

recalibrating trade imbalances faced by the US. 

Consequently, many Indian exports faced tariffs of up to 50%. On 07 

February 2026, the US and India jointly announced a framework for an 

interim agreement on reciprocal and mutually beneficial trade. The 

framework included reduction of the reciprocal tariffs on Indian exports to 

18% while India would reduce or eliminate its Customs Duty on a variety of 

US exports. It also announced both countries’ intent to continue negotiations 

toward a comprehensive U.S.-India Bilateral Trade Agreement (BTA), 

originally launched on 13 February 2025. 

However, on 20 February 2026 the reciprocal tariffs announced by the US 

government on 02 April 2025, was struck down by the US Supreme Court, 

ruling that the IEEPA does not confer any authority to the Executive to 

impose tariffs.



 

 

Date of Events of levy of Tariffs by US 

Date Event  

13 February 
2025  

India US negotiations launched. 

02 April 
2025 

The US announced a reciprocal tariff 
on various countries. For India 26% 
tariff was announced under the IEEPA 
vide Executive Order 14257. 
However, these rates were deferred, 
and 10% tariffs were imposed on all 
imports into the United States, 
regardless of the country of origin 
from 5 April 2025 including India 

31 July 
2025 

The US imposed a 25% tariff on Indian 
goods, effective 07 August 2025. 

6 August 
2025 

The US imposed an additional 25% 
tariff on Indian goods due to import of 
Russian oil by India effective 27 
August 2025 thereby increasing the 
total applicable rate to 50%. 

06 February 
2026 

Executive Order issued by US 
withdrawing 25% tariff imposed on 
India for importing Russian oil. 
Hence, now applicable rate is 25% 

07 February 
2026 

United States-India issued Joint 
Statement for framework for an 
Interim Agreement regarding 
reciprocal and mutually beneficial 
trade (Interim Agreement) containing 
the coverage of tariff 
reduction/elimination, commitments 
for preferential market access etc. 
India US trade deal discussions 
started in February 2025. 

09 February 
2026 

Fact Sheet issued by the United 
States on the Trade Deal containing 
largely the same information as the 
US-India joint statement. 

Litigation on Reciprocal Tariffs in US Courts 

Date Tariff Announcement 

28 May 2025 U.S. Court of International Trade 
(CIT) ruled that the tariffs imposed 
under the International Emergency 
Economic Powers Act (IEEPA) are 
unlawful and exceeded the 
President’s authority. 

29 August 
2025 

The U.S. Court of Appeals for the 
Federal Circuit ruled that 
President Trump exceeded his 
authority in invoking the 
International Emergency Economic 
Powers Act (IEEPA) to impose 
these tariffs.  
The court has agreed not to put 
the ruling into effect until October 
14, allowing Trump and his 
administration to appeal to a 
higher court. 

5  November 
2025 

Hearing concluded 

20  February 
2026 

US Supreme Court decision on 
Reciprocal tariff: 

• In a 6–3 ruling written by 
Chief Justice John Roberts, 
the Supreme Court held that 
the International Emergency 
Economic Powers Act (IEEPA) 
does not give the President 
authority to impose tariffs. 

• The Court struck down tariffs 
imposed under IEEPA on 
goods from Canada, Mexico, 
and China, including global 
and country-specific tariffs. 
However, the national 
emergency declarations 
remain valid.  The IEEPA can 
still be used for other non-
tariff measures.  

• Tariffs imposed under Section 
232 of the Trade Expansion 
Act of 1962 and Section 301 
of the Trade Act of 1974 
remain valid. 

• The Court ruled that tariffs 
are taxes, and only Congress 
has constitutional authority 
over them. If Congress wants 
to give the President tariff 
powers, it must do so clearly. 

• The ruling does not address 
how companies can recover 
tariffs already paid. In dissent, 
Justice Kavanaugh noted that 
refunding billions of dollars 
could significantly affect the 
U.S. Treasury and create 
practical difficulties. Further 
guidance is expected on this. 

   



 

 

Proclamation dated 20 February 2026 

Following the US Supreme Court ruling, The US has now 
issued a Proclamation imposing an additional import 
duty to address what the Administration describes as 
fundamental international payment problems and to 
advance efforts to rebalance U.S. trade relationships to 
benefit American workers, farmers, and manufacturers. 
This proclamation imposes an additional 10% ad 
valorem import duty on articles imported into the US, 
with effect from February 24 at 12:01 a.m. The 
Proclamation invokes Section 122 of the Trade Act of 
1974 (relevant text is reproduced below), under which 
the President may address such payment imbalances 
through surcharges and special import restrictions. 

 

“SEC. 122. Balance-Of-Payments Authority, Trade Act 
of 1974 (as amended) 

(a) Whenever fundamental international payments 
problems require special import measures to restrict 
imports: 

(1) to deal with large and serious United States balance 
of-payments deficits, 

(2) to prevent an imminent and significant depreciation 
of the dollar in foreign exchange markets, or 

(3) to cooperate with other countries in correcting an 
international balance-of-payments disequilibrium, the 
President shall proclaim, for a period not exceeding 
150 days (unless such period is extended by Act of 
Congress): 

(A) a temporary import surcharge, not to exceed 15 
percent ad valorem, in the form of duties (in addition to 
those already imposed, if any) on articles imported into 
the United States;….” 

 

Exclusions: 

This Proclamation shall not apply to the products, as 
further detailed in Annexes I and II to the Proclamation 
which inter alia includes: 

▪ Critical minerals, metals used in currency and 
bullion; energy and energy products; certain 
natural resources and fertilizers 

▪ Certain agricultural products such as beef, 
tomatoes, and oranges 

▪ Pharmaceuticals and pharmaceutical ingredients 

▪ Certain electronics 

▪ Passenger vehicles, specified light, medium and 
heavy-duty vehicles, buses, and certain related 
parts 

▪ Certain aerospace products 

▪ Informational materials, donations, and 
accompanied baggage  

 
Additionally, the duty does not apply to: 

▪ Articles subject to Section 232 actions 

▪ USMCA-compliant goods of Canada and Mexico 

▪ Specified textiles and apparel entering duty-free 
under the Dominican Republic-Central America Free 
Trade Agreement. 

 

Conclusion: 

1. The 18% reduction under the February 2026 
interim framework was premised on the IEEPA 
based reciprocal regime, which the Supreme Court 
invalidated.  The new global 10% additional duty 
(effective 24 February 2026 under Section 122) 
applies instead, but the US administration has 
signalled that negotiated deals like the US-India 
framework remain on track, with expectations that 
both sides honour their commitments amid the 
changed tariff baseline.  

2. In other words, the immediate impact for India is 
that the currently applicable 25% reciprocal tariff 
will be replaced by a 10% additional duty, effective 
24 February 2026. This will be temporary (150 
days max without congressional extension) and in 
addition to any MFN tariff applicable on that 
product. Hence, there is a marginal relief for the 
Indian exporters.   

3. Section 232 tariffs on Automobiles, Heavy Trucks, 
Steel and Copper remain in force and are 
unaffected by the ruling. 

4. The Supreme Court ruling is silent on refund of 
duties already paid under IEEPA by companies. 
However, during discussions announcing the new 
measures with media, it was indicated that the 
refund matter will be litigated and will be decided 
by the US Courts in the coming year.  

5. This development may recalibrate the framework 
for discussions between India-US on the Interim 
Trade Deal as the baselines have changed 

 

Given these dynamic changes, stakeholders should 
closely monitor further developments, seek 
clarifications for details as they emerge, and plan their 
business accordingly. 

 
 

 

 

 

 

 

 

 



 

 

 

 
 

 
 

Our offices 
Ahmedabad 
22nd Floor, B Wing, Privilon 
Ambli BRT Road, Behind Iskcon Temple  
Off SG Highway, Ahmedabad - 380 059 
Tel: + 91 79 6608 3800 
 
Gandhinagar 
8th Floor, Building No. 14A 
Block 14, Zone 1 
Brigade International Financial Centre 
GIFT City SEZ 
Gandhinagar – 382 355, Gujarat 
Tel: + 91 79 6608 3800  
 
Bengaluru 
12th & 13th Floor 
“UB City”, Canberra Block 
No.24 Vittal Mallya Road 
Bengaluru - 560 001 
Tel: + 91 80 6727 5000  
  
Ground & 1st Floor 
# 11, ‘A’ wing 
Divyasree Chambers 
Langford Town 
Bengaluru - 560 025 
Tel: + 91 80 6727 5000 

3rd & 4th Floor 
MARKSQUARE 
#61, St. Mark’s Road 
Shantala Nagar 
Bengaluru - 560 001 
Tel: + 91 80 6727 5000 

1st & 8th Floor, Tower A 
Prestige Shantiniketan  
Mahadevapura Post   
Whitefield, Bengaluru - 560 048 
Tel: + 91 80 6727 5000 

Ecospace  
1st Floor, Campus 1C  
Ecospace Business Park  
Outer Ring Road,  
Bellandur - Sarjapura Area, Varthur 
Hobli,  
Bengaluru Urban – 560103   
 
Bhubaneswar 
8th Floor, O-Hub, Tower A 
Chandaka SEZ, Bhubaneswar 
Odisha – 751024 
Tel: + 91 674 274 4490 
 
Chandigarh 
Elante offices, Unit No. B-613 & 614  
6th Floor, Plot No- 178-178A 
Industrial & Business Park, Phase-I 
Chandigarh - 160 002 
Tel: + 91 172 6717800 
 
Chennai 
6th & 7th Floor, A Block,  
Tidel Park, No.4, Rajiv Gandhi Salai  
Taramani, Chennai - 600 113 
Tel: + 91 44 6654 8100 
 
Delhi NCR 
Aikyam 
Ground Floor  
67, Institutional Area  
Sector 44, Gurugram - 122 003 
Haryana 
Tel: + 91 124 443 4000 

3rd & 6th Floor, Worldmark-1 
IGI Airport Hospitality District 
Aerocity, New Delhi - 110 037 
Tel: + 91 11 4731 8000  

4th & 5th Floor, Plot No 2B  
Tower 2, Sector 126  
Gautam Budh Nagar, U.P. 
Noida - 201 304  
Tel: + 91 120 671 7000 
 
Hyderabad 
THE SKYVIEW 10  
18th Floor, “SOUTH LOBBY” 
Survey No 83/1, Raidurgam 
Hyderabad - 500 032 
Tel: + 91 40 6736 2000 

THE SKYVIEW 20  
2nd Floor, 201 & 202 
Right Wing, Survey No 83/1 
Raidurgam, Hyderabad - 500 032 
Tel: + 91 40 6736 2000 
 
Jaipur 
9th floor, Jewel of India 
Horizon Tower, JLN Marg 
Opp Jaipur Stock Exchange 
Jaipur, Rajasthan – 302018 
 
Kochi 
9th Floor, ABAD Nucleus 
NH-49, Maradu PO 
Kochi - 682 304 
Tel: + 91 484 433 4000  
 
Kolkata 
22 Camac Street 
3rd Floor, Block ‘C’ 
Kolkata - 700 016 
Tel: + 91 33 6615 3400 

6th floor, Sector V,  
Building Omega, Bengal Intelligent 
Park, Salt Lake Electronics Complex, 
Bidhan Nagar 
Kolkata - 700 091  
Tel: + 91 33 6615 3400  
 
Mumbai 
14th Floor, The Ruby 
29 Senapati Bapat Marg 
Dadar (W), Mumbai - 400 028 
Tel: + 91 22 6192 0000 

5th Floor, Block B-2 
Nirlon Knowledge Park 
Off. Western Express Highway 
Goregaon (E) 
Mumbai - 400 063 
Tel: + 91 22 6192 0000 

3rd Floor, Unit No.301  
Building No.1, Mindspace-Gigaplex  
IT Park, MIDC, Plot No. IT-5  
Airoli Knowledge Park  
Airoli West, Navi Mumbai - 400 708 
Tel: + 91 22 6192 0003 

18th Floor, Altimus 
Pandurang Budhkar Marg  
Worli, Mumbai - 400 018  
Tel:  + 91 22 6192 0503 
 
Pune 
C-401, 4th Floor  
Panchshil Tech Park, Yerwada  
(Near Don Bosco School) 
Pune - 411 006 
Tel: + 91 20 4912 6000 

10th Floor, Smartworks 
M-Agile, Pan Card Club Road  
Baner, Pune - 411 045  
Tel: + 91 20 4912 6800 
 
 

Ernst & Young LLP 

EY | Building a better working world 

EY is building a better working world by creating 

new value for clients, people, society and the 

planet, while building trust in capital markets. 

Enabled by data, AI and advanced technology, EY 

teams help clients shape the future with 

confidence and develop answers for the most 

pressing issues of today and tomorrow. 

EY teams work across a full spectrum of services 

in assurance, consulting, tax, strategy and 

transactions. Fueled by sector insights, a globally 

connected, multi-disciplinary network and diverse 

ecosystem partners, EY teams can provide 

services in more than 150 countries and 

territories. 

All in to shape the future with confidence. 

EY refers to the global organization, and may refer 

to one or more, of the member firms of Ernst & 

Young Global Limited, each of which is a separate 

legal entity. Ernst & Young Global Limited, a UK 

company limited by guarantee, does not provide 

services to clients. Information about how EY 

collects and uses personal data and a description 

of the rights individuals have under data 

protection legislation are available via 

ey.com/privacy. EYG member firms do not 

practice law where prohibited by local laws. For 

more information about our organization, please 

visit ey.com. 

Ernst & Young LLP is one of the Indian client serving member firms 

of EYGM Limited. For more information about our organization, 

please visit www.ey.com/en_in. 

Ernst & Young LLP is a Limited Liability Partnership, registered 

under the Limited Liability Partnership Act, 2008 in India, having its 

registered office at Ground Floor, Plot No. 67, Institutional Area, 

Sector - 44, Gurugram - 122 003, Haryana, India. 

© 2026 Ernst & Young LLP. Published in India.  

All Rights Reserved. 

ED None. 

This publication contains information in summary form and is 

therefore intended for general guidance only. It is not intended to 

be a substitute for detailed research or the exercise of professional 

judgment. Neither EYGM Limited nor any other member of the 

global Ernst & Young organization can accept any responsibility for 

loss occasioned to any person acting or refraining from action as a 

result of any material in this publication. On any specific matter, 

reference should be made to the appropriate advisor. 


