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Data Release: Strong trade numbers demonstrate resilience of U.S. economy in the face of rising 
dollar and weak global backdrop 

 The U.S. international trade deficit narrowed to $40.1 billion, from a downwardly-revised $40.3bn 
in July ($40.5 billion initial estimate). August's reading was contrary to market expectations for a 
rise in the deficit to $40.8 billion. 

 The decline in the trade deficit was due to a slight rise in exports (+0.2% M/M), largely of 
consumer goods (+4.6% M/M) and other merchandise (+7.4%). Meanwhile, exports of motor 
vehicles and parts saw a sharp fall  of -11.2% M/M, partially as a give-back following July's strong 
gains (+12.1% M/M). 

 Overall, imports rose a minuscule 0.1% M/M, led by strong imports of capital goods (+3.6% M/M) 
and non-food ex-auto consumer goods (+1.6% M/M). 

 For petroleum products, the trade deficit fell by a whopping $1.4bn, partly as a result of falling 
prices and stronger exports.  

 Overall, in real terms, exports rose by 1.0% M/M, while imports gained a lesser 0.8% M/M. 

Key Implications 

 Another month, another strong trade report and declining trade deficit. The dynamics in this 
month's trade report can almost entirely be viewed from a petroleum vs non-petroleum 
perspective. Ex-petroleum, the deficit significantly rose, however it was more than offset by a 
sharper drop in the deficit for petroleum products. This story is expected to continue going 
forward, as gains in U.S. shale energy production will be at least partly offset by higher imports 
owing to robust domestic demand.  

 With real exports outpacing real imports for a second month in a row, it appears clear that net 
trade will contribute positively to economic growth in the third quarter after subtracting from it over 
the previous two. This is in line with our expectations for real GDP growth of above 3.0%. 

 Given the modest global economic backdrop and the broad-based rise of the U.S. dollar, one of 
the uncertainties surrounding the outlook is to what extent both these factors will combine to 
weigh on net exports, and therefore the broader economy. So far, fears that international trade 
will weigh on U.S. growth have yet to manifest themselves. 
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