ACS CAPITAL

(PVT) LTD

Member of the Colombo Stock Exchange

Market Update

Impact of US Tariffs on Sri Lanka Apparel Sector

IMPACT OF US TARIFFS ON SRI LANKA APPAREL SECTOR 10.07.2025



THE US IMPOSES A 30% TARIFF ON SRI LANKA
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On July 9, 2025, the U.S. revised its earlier decision from April 2, 2025, by reducing the reciprocal tariff rate on
imports from Sri Lanka to 30%, down from the initially imposed 44%.

While Sri Lanka faces a 30% tariff, this is still lower than those imposed on key competitors such as Bangladesh,
Cambodia, Indonesia, Thailand, and China. Only Vietnam currently enjoys a lower tariff of 20%, creating a

potential threat.

Country Proposed Tariff Current Tarriff
(April’25)

Sri Lanka 44% 30%
Bangladesh 37% 35%
Cambodia 49% 36%
Indonesia 32% 32%
Thailand 36% 36%
China* 145% 30%
Vietham 46% 20%

India 26% To be Announced

*The U.S. initially imposed a 46% tariff on China, which later escalated to 104% and then 145%

before being rolled back to 30%.
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STRUCTURAL COMPLEXITIES AND UNCERTAINTIES, LIKELY TO MAKE
A SHIFT DIFFICULT. INDIA REMAINS A CHALLENGING OPTION.

« Although Vietnam enjoys a cost edge from lower tariffs, Sri Lanka's apparel production structure ensures
stronger resilience in our view ( although Rubber and probably coir sectors will likely have pressure from
Vietnam and India due to their low tariffs)

« Sri Lanka’s apparel industry, specially is strongly positioned in intimate wear, activewear, and premium
segments, catering primarily to high-end Western retailers. Its value proposition is further strengthened by
ancillary services like R&D, design support, and stringent compliaonce standards, making migration of
production challenging due to product complexity in our view. In contrast, Vietham largely specializes in
high-volume sportswear, fast fashion, and footwear for mass-market brands, with limited value-added
services, allowing easier migration for fast fashion players.

 Meanwhile, India’s tariff structure has not yet been announced. A lower tariff for India could pose a serious
threat to Sri Lanka'’s industry in our view despite companies like Teejay Lanka PLC (TJL) with existing
manufacturing facilities in India could benefit from shiffing or expanding production capacity.

« Meanwhile, we believe the inherent unpredictability of Trump’s trade policy adds significant uncertainty to
the global apparel trade landscape. This could delay or prolong investment decisions in other countries,
given the high capital requirements, thereby providing Sri Lanka with valuable time to adapt to the new

environment.
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INNOVATION, EFFICIENCY AND MARKET DIVERSIFICATION CRITICAL
AS TARIFFS TIGHTEN MARGINS

« The 30% tariff will likely intensify margin pressure across Sri Lanka'’s apparel industry, particularly for manufacturers
serving the low-margin, fast fashion segment. This is exacerbated by Sri Lanka's status as a relatively high-cost
production base in comparison to regional peers like Bangladesh and Cambodia, due to higher labor costs,
energy expenses, and compliance overheads.

 Premium-focused players meanwhile catering to high-end Western retailers may display more resilience—
supported by strong customer relationships and brand loyalty—even they will feel the strain unless they adapt
swiftly.

« The sector’s continued competitiveness will depend on its ability to leverage its established positioning in premium
market segments and to drive advancements in innovation, sustainability, operational efficiency and market
diversification. Such measures are critical not only to cushion the impact of external trade shocks but also to
differentiate Sri Lanka from lower-cost, high-volume competitors in an increasingly volatile global market.
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DISCLAIMER

The report has been prepared by ACS Capital (Pvt) Ltd. The information and opinions contained herein has been compiled or arrived at based upon information obtained from sources
believed to be reliable and in good faith. Such information has not been independently verified, no representation or warranty, express or implied is made as to its accuracy, completeness or
correctness, reliability or suitability. All such information and opinions are subject to change without notice and are not responsible for the communication of the same. This document is for
information purposes only, descriptions of any company or companies or their securities mentioned herein are not intended to be complete and this document is not, and should not be
construed as, an offer, or solicitation of an offer, to buy or sell any securities or other financial instruments. In no event will ACS Capital (Pvt) Ltd. be liable for any loss or damage including
without limitation, indirect or consequential loss or damage, or any loss or damage whatsoever arising out of, or in connection with the use of this report and any reliance you place on such
information is therefore strictly at your own risk.

ACS Capital (Pvt) Ltd may, to the extent permissible by applicable law or regulation, use the above material, conclusions, research or analysis in which they are based before the material is
disseminated to their customers. Not all customers will receive the material at the same time. ACS Capital (Pvt) Ltd, their respective directors, officers, representatives, employees, related
persons and/or ACS Capital (Pvt) Ltd., may have a long or short position in any of the securities or other financial instruments mentioned or issuers described herein at any time and may
make a purchase and/or sale, or offer to make a purchase and/or sale of any such securities or other financial instruments from time to time in the open market or otherwise, in each case
either as principal or agent.

The information contained in this report is for general information purposes only. This report and its content is copyright of ACS Capital (Pvt) Ltd. and all rights reserved. This report-in whole
or in part- may not, except with the written permission of ACS Capital (Pvt) Ltd. be reproduced or distributed or commercially exploited in any material form by any means whether graphic,
electronic, mechanical or any means.

IMPACT OF US TARIFFS ON SRI LANKA APPAREL SECTOR 10.07.2025



	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5: Disclaimer  

