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No. 2018-50 

Many Canadian importers and exporters will welcome news that Canada’s new trade 
agreement with the United States and Mexico has moved closer to enactment. The United 
States-Mexico-Canada Agreement (USMCA), the revamped successor agreement to the North 
American Free Trade Agreement (NAFTA) took another significant step forward as the leaders 
of Canada, the United States and Mexico signed the proposed agreement at the G20 summit in 
Buenos Aires, Argentina on November 30, 2018. Now that the agreement has been signed, 
each of the countries’ legislatures are required to ratify the agreement before it enters into force. 

The USMCA, which Canada reportedly intends to rename the CUSMA to put Canada first, is 
expected to be effective in late 2019 or 2020. As a result, companies in various industries 
should assess the potential impact of the agreement, including: 

• Reviewing the new rules of origin for their products 
• Validating product classifications and costing information 
• Understanding the impact of new “de minimis” thresholds on cross-border transactions, 

and  
• Reassessing the overall structure of their North American supply chains.  

While the USMCA may not be enacted until 2020, it’s important for companies to undertake 
these reviews now as some changes may take time to implement. 

Background 
Canada, Mexico and the United States agreed to enter into a trilateral trade agreement on 
October 1, 2018 after more than a year of talks and negotiations to update NAFTA, which 
came into effect in 1994. During the negotiations, the United States also imposed a 25% 
tariff on steel and a 10% tariff on aluminum imports that applies to a wide range of products 
imported into the United States from most of its trading partners, including Canada and 
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Mexico. In response, Canada and Mexico imposed their own countermeasures on U.S. 
imports.   

The USMCA provides some clarity on contentious trade issues, particularly for the dairy and 
automotive industries. Specifically, the agreement allows U.S. dairy producers additional 
access to Canada’s market while limiting the effects of Canada’s existing supply 
management system. The USMCA also exempts Canadian-made autos and auto parts 
under a specific quota from U.S. tariffs, among other consequential changes. Although the 
25% tariff on steel, and 10% tariff on aluminum and other specified products remain in place, 
the parties are continuing to discuss this matter separately.  

For details, see TaxNewsFlash-Canada 2018-35, “Canada and U.S. Reach Agreement on 
Trade Deal”, TaxNewsFlash-Canada 2018-25, “Canada Announces Surtaxes in Response to 
U.S. Tariffs” and TaxNewsFlash-Canada 2018-29, “Canadian Trade Surtaxes Start July 1”. 

 
Issues we’re tracking 

Although Canadian businesses should start to carefully determine the effect of the USMCA and 
make adjustments in advance of the effective date, certain trade issues still remain unresolved. 
We’re continuing to monitor the following areas to help obtain certainty for affected Canadian 
importers and exporters. 

Steel and aluminum tariffs  

Canadian negotiators were unable to end the tariffs on Canadian steel and aluminum imports 
into the US. Although the Canadian government said that it would still sign the USMCA 
regardless of whether it included steel and aluminum tariffs, these added costs remain a 
continued source of uncertainty for Canadian businesses engaged in cross-border trade. 

Dairy market access 

In an effort to reach an agreement on the contentious issue of supply-managed dairy, the 
USMCA allows the United States to access 3.6% of the Canadian domestic dairy market. The 
agreement also ends class 7 pricing, a mechanism to lower the price of Canadian-made milk 
ingredients that allowed Canadian milk products to be more price competitive.  

Tariffs on supply-managed dairy, poultry and egg products 

The US Trade Representative’s published text of the agreement specifies that the Canadian 
government must notify the US before changing tariffs on supply-managed dairy, poultry and 
egg products to allow U.S. officials to review the decision and request further information. This 
wording, contained in Annex 3-B, was contrary to what Canadian officials believe was agreed 
upon in the negotiations and raised concerns over Canada’s ability to make decisions regarding 
tariffs on products imported in to Canada.  

We can help 
 
The introduction of the USMCA has added to the complexities that Canadian companies face in 
the overall trade landscape. That’s why it’s important for companies to take time now, before the 
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USMCA is enacted, to properly assess the impact of this new important trade agreement on 
their overall operations. 

KPMG’s Trade & Customs team are well-positioned to help you analyze the impact of these 
trade-related measures and strategize the most effective ways to minimize the effects on your 
business. Please contact a KPMG's Trade & Customs professional in Canada: 

Bob Sacco  
GTA Trade and Customs Leader  
416 777 3693  
bobsacco@kpmg.ca 

Angelos Xilinas 
Partner, Trade and Customs  
604 691 3479  
axilinas@kpmg.ca 

Lisa Zajko 
Partner, Trade and Customs  
416 224 4210  
lzajko@kpmg.ca 

 

Joy Nott 
Partner, Trade and Customs  
416 228 7175 
jnott@kpmg.ca 
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