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	To:
	Executive Office of the Governor 

	From:
	Michigan Economic Development Corporation 

	Date:
	July 1, 2026

	Subject:
	Response to Executive Directive 2026-2: Tariff Impacts on Michigan’s Economy



An MEDC review of third-party economic data and MEDC organizational trends dating back to January 2025 indicates emerging pressures in Michigan’s key industries, investment activity, and job creation.
The cost of supplies and consumer goods is up
There is mounting evidence that the cost of tariffs is being passed onto consumers, as illustrated by rising prices on manufacturing inputs, commercial real estate materials, and consumer goods. 
[bookmark: _Ref230100315]On the manufacturing side, Producer Price Index (PPI) figures from the U.S. Bureau of Labor Statistics show that the cost of Metals and Metal Products are up 17.8% between February 2025 and February 2026. This includes a 15.3% increase in the cost of Iron and Steel and a 33.8% increase in the cost of Aluminum Scrap. Subsequently, key inputs for manufacturing and construction are also rising. An analysis by Cushman & Wakefield in April 2026 estimates that tariff-related supply chain effects will push the cost of commercial real estate (CRE) construction materials up 6.0% over the 2024 baseline, resulting in an estimated 3.0% increase in total CRE project costs.[footnoteRef:1] This represents a downward revision from their 2025 estimates, when tariff rates were higher, but still a major impact on the industry’s bottom line. [1:  Cushman & Wakefield. (April 7, 2026). Impact of Tariffs on U.S. CRE Construction Costs. https://www.cushmanwakefield.com/en/united-states/insights/the-impact-of-tariffs-on-cre-construction-costs. ] 

Increased costs for businesses may be passed on to consumers. The Yale Budget Lab (YBL) finds that “goods prices have increased since the beginning of the year, both in absolute terms and against reasonable estimates of pre-2025 trend.”[footnoteRef:2] Using the trend baseline, YBL demonstrates that prices for both core goods and durable goods are above the estimated pre-2025 trend for January 2026, with increases of 3.4% and 4.1%, respectively. [2:  Yale Budget Lab. (April 1, 2026). Tracking the Economic Effects of Tariffs. https://budgetlab.yale.edu/research/tracking-economic-effects-tariffs. ] 

Changes in economic conditions influence the automotive sector. Consistent with rising consumer cost trends, the average list price of a new vehicle in the U.S. is over $51,000, up almost $2000 year over year.[footnoteRef:3] S&P Global Mobility has downgraded its North American global vehicle production forecast by over 500,000 units, citing rising prices due to gas and tariff impacts. The 2026 and 2027 forecast falls below 15 million units, the first time since the pandemic.[footnoteRef:4]  [3:  Irwin, J. (June 3, 2026). “How USMCA uncertainty, tariffs threaten production of affordable vehicles.” Automotive News. https://www.autonews.com/manufacturing/an-tariffs-usmca-vehicle-affordability-0603/. ]  [4:  S&P Global Mobility. (May 2026). Michigan Light Vehicle Automotive Mandate Summary (Prepared for MEDC).] 

International trade spikes just before the implementation of Liberation Day tariffs 
The announcement and enforcement of Liberation Day tariffs do seem to have impacted U.S. trade. Yale Budget Lab shows that imports in Quarter 1 of 2025 increased to 22% above the 2024 baseline, as importers anticipated the tariffs taking effect.  Following a brief 22% spending increase during Q1 2025, imports as of January 2026 are cumulatively $16.4 billion below the 2024 baseline, indicating that businesses may have worked their way through the Q1 2025 stockpiles and that we may see more pronounced price effects going forward.[footnoteRef:5] [5:  Yale Budget Lab. (April 1, 2026). Tracking the Economic Effects of Tariffs. https://budgetlab.yale.edu/research/tracking-economic-effects-tariffs.] 

Tariffs imposed by the Trump administration in 2025 have driven significant inward investment in the U.S., known as tariff-jumping foreign direct investment (FDI), as global corporations began to restructure supply chains and relocate or expand operations in the U.S. to avoid elevated tariffs. Based on an MEDC analysis of FDI Markets data, announced investments by FDI projects totaled $327.4 billion in 2025, a 30% increase from 2024 ($250.9 billion). Average capital expenditure (capex) for projects is 46% higher than 2024, as more foreign investment poured into capital-intensive manufacturing sectors. 

Below is a summary of business sectors in the U.S. seeing the most impact on FDI due to tariff increases:
1. [bookmark: _Ref230100272]Consumer electronics: FDI in this sector jumped to $1.3 billion in 2025 from $155 million in 2024, increasing more than 700%. The number of jobs created by FDI projects is expected to be over 2,900 in 2025 compared to 680 jobs in 2024. Notable FDI projects include GE Appliances, a subsidiary of a Chinese multinational home appliances company, which has announced a plan to invest $690 billion, creating over 1,400 jobs, to expand its manufacturing capabilities in Kentucky, which is, in turn, part of a larger, $3 billion commitment to expand U.S. manufacturing.      
2. Metals: FDI in this sector totaled $19.3 billion in 2025, a 320% increase from 2024. The number of FDI jobs is expected to be over 10,700 in 2025 compared to 6,500 jobs in 2024. A 50% tariff rate imposed on imported aluminum and steels has prompted “tariff-jumping” FDI in this sector. Notable FDI projects include Korea Zinc ($6.6 billion, 3,320 jobs), Hyundai Steel ($5.8 billion, 1,300 jobs), and Emirates Global Aluminum ($4 billion, 1,000 jobs). 
3. Pharmaceuticals: FDI in this sector in 2025 is characterized by a moderate growth in capex and a significant growth in number of projects and jobs created. The sector has experienced a 10% increase in capex from $7.2 billion in 2024 to $7.9 billion in 2025 while seeing an increase of 136% in number of projects and 170% in jobs between 2024 and 2025. Notable projects include Novartis (Switzerland), which plans to invest over $1.6 billion, creating 1,600 jobs in multiple locations in the U.S. AstraZeneca (U.K) plans to invest $1.1 billion with 1,200 jobs in multiple locations across the country. Hikma Pharmaceuticals (U.K.) plans to invest $1 billion, creating 1,100 jobs, to expand its manufacturing and R&D capabilities in the U.S.
4. Automotive: FDI into the U.S. automotive industry has seen significant decreases in 2025 compared to the record highs of 2024, experiencing a 43% decline in automotive components capex and a 70% decline in automotive OEM investment from 2024. The decline of FDI in the automotive industry is attributed to policy uncertainty, a slowdown in the electric vehicle (EV) transition, and tariff-related supply chain disruptions.

Overall, FDI totals directed toward Michigan in 2025 remained relatively unchanged from 2024, with one 2025 announcement excluded as an outlier. For sectors most likely to be impacted by tariff announcements, Michigan saw similar FDI trends to those observed nationally:
1. Food and Beverage: FDI in this sector surged to $836 million in 2025 from $29.9 million in 2024. The is solely due to a major expansion project announced by Mead Johnson Nutrition at its Zeeland, Michigan, facility, aimed at mitigating high import tariffs on baby formula and raw ingredients and supply chain disruptions.
2. Electronic Components: FDI in this sector in Michigan jumped to $156 million in 2025 from $16.9 million in 2024, fueled by LG Energy Solution investment ($151 million, 218 jobs) presumably aimed at avoiding heavy tariffs imposed on Chinese battery components. LG is shifting from EV to grid batteries amid slow growth in EV. Heavy tariffs on the energy storage sector prompted LG to localize cell production in Michigan to keep pricing competitive against imported alternatives. 
3. Pharmaceuticals: This sector secured $155.5 million FDI in 2025 compared to zero FDI in 2024, thanks to one major investment. Piramal Pharma Solutions announced plans to invest $155.5 million in its Riverview, Michigan, facility to establish a localized supply chain and avoid steep U.S. tariffs on certain imported branded or patented pharmaceuticals. 
4. Automotive: FDI in Michigan’s automotive components and OEM sectors presented a mixed picture for 2025. While FDI into Michigan in the auto components sector declined by 46% in 2025 (from $1.02 billion in 2024 to $555 million in 2025), FDI announcements from automotive OEMs jumped from $11 million in 2024 to $100 million in 2025. Stellantis was the sole foreign-owned OEM investor in Michigan in 2025, announcing plans to upgrade its facility in here as part of its $13 billion U.S. investment plan in response to the Trump administration’s 25% tariffs on imported vehicles and parts, which are heavily concentrated in Mexico and Canada.           

Some Michigan businesses report economic challenges 
Michigan business decision makers report challenging economic conditions and may experience negative impacts from tariff policy. Half of Michigan business decision makers surveyed believe international tariffs are having a negative impact on their business (53%), and report that tariffs increase customer pricing (49%). Even more business decision makers (77%) believe inflation is having a negative impact on their business[footnoteRef:6].  [6: Michigan Business Network, MFBI Survey 2025 Q4  https://michiganbusinessnetwork.com/wp-content/uploads/2025-Q4-MFBI-Full.pdf
] 

These perceptions may carry over into the decisions business leaders make about future investments – such as business expansion or relocation within Michigan. The MEDC business development pipeline is seeing impacts from tariffs in both positive and negative directions. First, MEDC business development staff report customer concerns about changing policies and uncertainty. Some customers have asserted this uncertainty slows projects and may result in deferred investment. On the other hand, higher tariff costs may offer more opportunity for “reshored” manufacturing projects to locate in Michigan, but this has not yet been observed in the MEDC pipeline.
The slowdown and reversal on project planning can be seen in analysis of the MEDC business project pipeline. The MEDC pipeline has been declining over the last several years. Following a post-COVID rebound, the number of new projects being planned declined precipitously in 2024. While this decline began too early to attribute to tariff impacts, they likely play some role in the decline projected for 2026.

Of projects dismissed from the MEDC pipeline since May 1, 2025, 14 percent (6 of 43 projects) explicitly state tariff or trade impacts as a reason for abandoning the opportunity.
MEDC Business Development Pipeline: 
New Opportunities Created by Year

New Opportunities	
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