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Data Release: Lower energy prices lead to smallest trade deficit of 2014 

 The U.S. international trade deficit narrowed to -$39.0 billion in November, from a revised -$42.2 
billion in October ($43.4 billion initial estimate). The fall in the deficit beat the consensus view, which 
called for a narrowing to -$42.0 billion. 

 Both exports (-1.0% M/M) and imports (-2.2%) declined on the month, with a greater decline in 
imports leading to an improved trade balance. Across goods categories, exports of other 
merchandise (+6.2% M/M), food & beverages (+2.3%), and industrial supplies (+1.7%) gained on the 
month. In contrast, exports of capital goods ex-autos (-4.8%), vehicles & parts (-3.6%) and consumer 
goods (-2.7%) fell. 

 Across goods imports, industrial supplies – a category that includes oil – saw a steep fall of -8.4% 
M/M. Also declining were food & beverage (-4.6%) and autos (-2.6%) among others. The only 
category to see a monthly rise was non-food consumer goods (+3.4%).  

 The primary reason for the improvement in the trade balance was a substantial decline in the trade 
deficit for petroleum products, which fell by $3.8bn. Prices for both petroleum exports and imports 
fell, and with America remaining a net importer, the price decline led to a lower deficit. In addition, 
petroleum export volumes saw a sharp rise, while petroleum import volumes fell.  

 After controlling for price changes, real goods exports fell by 0.4% M/M, while real goods imports 
declined by a greater 1.6%. 

Key Implications 

 A bit of a mixed report. The substantial decline in the trade deficit, largely as a result of lower oil 
prices, is positive as it means more cash in the pockets of consumers and businesses outside the 
energy sector. However, lower imports would typically suggest sluggish domestic spending. This is 
at odds with other economic indicators which point to a robust domestic economy. Therefore, we 
would chalk it up to monthly volatility. 

 This trade report is a prime example of one of the reasons why oil prices have fallen: America is 
simply importing less and exporting more petroleum products. With oil prices continuing to fall, the 
trade deficit could easily narrow more in the near term.  

 In terms of economic growth implications, real imports declining by more than real exports suggests 
upside pressure for real GDP. Lower imports do suggest caution on the outlook for business 
investment. 
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