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May International Trade

e The trade deficit in goods and services came in at $46.5 billion in
May, slightly larger than the consensus expected $46.3 billion.

e Exports rose $0.9 billion, led by autos, and cellphones & other
household goods. Imports declined $0.2 billion, also led by autos and
cellphones & other household goods.

e Inthe last year, exports are up 5.4% while imports are up 6.6%.

e Compared to a year ago, the monthly trade deficit is $5.0 billion
larger; after adjusting for inflation, the “real” trade deficit in goods is
$1.3 billion larger. The “real” change is the trade indicator most
important for measuring real GDP.

Implications: The trade deficit declined in May, coming in at $46.5 billion, a
slightly larger trade deficit than the consensus expected. While exports
increased $0.9 billion in May and imports declined by $0.2 billion, both
imports and exports are up from a year ago: exports by 5.4%, imports by 6.6%.
We see expanded trade with the rest of the world as positive for the global
economy. Autos and cell phones were key drivers of both imports and exports
in May, and highlight a shift in trading partners that has occurred over the past
decade. Japan, which was a leading trade partner for both imports and exports,
has declined in importance since peaking in the mid-1980s. Meanwhile
developing countries like China and India make up a steadily increasing share
of U.S. trade. One key area where trade has been declining in recent years has
been with oil-producing nations. Imports from OPEC countries represented a
whopping 14% of total imports as recently as mid-2008, but innovations like
fracking have brought OPEC’s share of U.S. imports down to just 3.2% in
May. Trade is one of our four pillars to prosperity, and we believe freer trade
leads to improved economic growth. And while we have our qualms with
some of the talk coming out of Washington related to paring back free trade,
there has been significantly more hot air than substance. We will watch trade
policy as it develops, but don’t see any reason at present to be sounding alarm
bells. The U.S. is increasing both imports and exports, just as you would expect
from a growing nation, and we expect the volume of total trade activity to rise
as better tax and regulatory policies increase economic activity and boost
wages. In other recent news, automakers reported sales of cars and light trucks
at a 16.5 million annual rate in June, down 0.9% from May and down 1.8%
from a year ago. We expect the auto industry to continue to gradually return to

more sustainable levels of about 15.5 million units per year and don’t think the decline signals wider economic problems.

reflects consumers shifting purchases to other sectors.
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Trade Balance: Goods ar]d Services, BOP Basis

Real Trade Balance: Goods

SA, Mil.Chn.2009%

International Trade May-17 | Apr-17 | Mar-17 | 3-Mo 6-Mo | Year-Ago

All Data Seasonally Adjusted, $hillions Bil$ | Bil$ | Bil$ |MovingAvg. |Moving Avg.|  Level
Trade Balance 465 | 476 | -453 -46.5 -46.3 -415
Exports 1920 | 1912 | 1915 | 1916 191.2 182.2
Imports 2385 | 2388 | 2367 | 2380 2315 2237
Petroleum Imports 158 | 154 | 175 16.3 16.3 112

Real Goods Trade Balance -62.8 | -638 | -60.7 -62.4 -62.6 -61.6

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.
The information presented is not intended to constitute an investment recommendation for, or advice to, any specific person. By providing this information, First Trust is not undertaking to give advice in any fiduciary capacity within
the meaning of ERISA and the Internal Revenue Code. First Trust has no knowledge of and has not been provided any information regarding any investor. Financial advisors must determine whether particular investments are
appropriate for their clients. First Trust believes the financial advisor is a fiduciary, is capable of evaluating investment risks independently and is responsible for exercising independent judgment with respect to its retirement plan
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