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e The trade deficit in goods and services came in at $37.4 billion in
April, much smaller than the consensus expected $41.0 billion.

e Exports increased $2.6 billion in April, led by vehicle
parts/accessories, gem diamonds, and fuel oil. Imports rose $4.5
billion, led by civilian aircraft, vehicle parts/accessories, and
computers.

e In the last year, exports are down 4.6% while imports are down
5.3%.

e The monthly trade deficit is $3.5 billion smaller than a year ago.
Adjusted for inflation, the “real” trade deficit in goods is $1.0
billion smaller than a year ago. The “real” change is the trade
indicator most important for measuring real GDP.

Implications: The trade deficit came in smaller than the consensus
expected for April. Both imports and exports grew for the month, a good
sign for the economy. Imports increased by $4.5 billion, the largest gain in
over a year while exports rose by $2.6 billion, the largest gain in over two
years. Slow economic growth abroad has held down exports over the past
year, but looks like some of the pressures may be receding. Another
ongoing factor effecting trade with the rest of the world is the decline in
US oil imports. Imports of petroleum (down 34.3% from a year ago) have
been a large contributor to the slow growth. Back in 2005 US petroleum
and petroleum product imports were eleven times exports. In April, these
imports were only 1.4 times exports. This is also why oil prices have not
spiked even though the Middle East is in turmoil. The US is becoming
more and more important in the energy space as a producer, bringing a
stabilizing effect to the world. You can thank fracking and horizontal
drilling for that. In fact, after years of running a trade deficit with OPEC,
the US is running a trade surplus in goods with OPEC over the past 12
months! The fact that the US is buying less crude from OPEC means
OPEC has fewer dollars to purchase US goods. This is the key factor
behind the drop in world trade in the past year, not a global depression. In
other recent news, auto sales increased in May, with cars and light trucks
selling at a 17.4 million annual rate, up 0.2% from April but down 1.4%
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from a year ago. Look for continued strong auto sales this summer. e T
International Trade Apr-16 | Mar-16 | Feb-16|  3Mo 6Mo | Year-Ago

All Data Seasonally Adjusted, $illions Bil'S | Bil$ [ Bil'§ |Moving Avg.[Moving Avg.|  Level

Trade Balance 314 -3B5 | 440 [ -390 403 409

Exports 1828 | 1802 | 1822 | 18L7 1819 1917

Imports 202 | 257 | 262 | 207 2202 2326

Petroleum Imports 103 | 98 [ 1202 101 111 157

Real Goods Trade Balance 576 | 561 | 636 | -59.1 60.0 58,6

Source: Bureau of the Census
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This report was prepared by First Trust Advisors L. P., and reflects the current opinion of the authors. It is based upon sources and data believed to be accurate and reliable.
Opinions and forward looking statements expressed are subject to change without notice. This information does not constitute a solicitation or an offer to buy or sell any security.



