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Data Release: Trade gap narrows to a six month low in June as imports slump 

 The U.S. international trade deficit narrowed to $41.5bn in June, contrary to expectations for a 
widening to $46.0bn. Revisions to May's figures were relatively minor, adding about $200mn to the 
trade gap.    

 Exports were up slightly in June (+0.1%) with gains led by consumer (+2.5%) and automotive goods 
(+1.2%). Services exports also rose on the month (+0.2%). 

 Imports slumped 1.2% in June, as automotive (-3.8%) and consumer goods (-2.7%) slowed sharply. 
Industrial supplies and materials – a category which includes petroleum imports – also declined, 
falling by 1% from the previous month. Services imports rose by 0.1% as an increase due to World 
Cup transmission rights was largely offset by other categories.     

 The story is largely unchanged after accounting for price changes during the month. Real exports 
rose by 0.3% while real imports declined by 1.7% in June. 

Key Implications 

 This morning's report is surprising on several fronts. While the unexpected narrowing of the trade 
gap is welcome, the details are somewhat less encouraging.  

 For one, the entire improvement has come from a decline in imports. Typically swings of this 
magnitude are related to the somewhat more volatile energy import component. Not so in June, with 
consumer and auto goods falling precipitously. Having said that, we don't expect this trend to 
continue with the improving health of the U.S. labor market supportive of spending, since much of 
the goods purchases by Americans consumers are produced elsewhere.  

 Imports of energy-related petroleum products declined near their lowest level in over a decade, with 
crude-barrel-equivalent imports in the second quarter at the lowest level since 1996. This is a 
testament to the growing domestic oil and natural gas production which has cut demand from 
international suppliers.  

 Going forward we expect imports of petroleum products to continue to grind lower, with increased 
domestic energy production likely manifesting in some upside to exports through condensate and 
refined product exports (and LNG over the medium-term). 

 All in all, the report is positive for GDP growth (relative to BEA's assumptions for Q2) with the hand-
off also encouraging for the third quarter. However, we expect some of the rapid narrowing to 
reverse in the coming months with imports likely to rebound alongside growth in consumption.  
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