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December International Trade

e The trade deficit in goods and services came in at $62.2 billion in December, Trade Balance: Googg i Services, BOP Basts
slightly larger than the consensus expected $62.0 billion. Trade B e g0y Value
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e Exports rose by $3.9 billion, led by nonmonetary gold, other petroleum
products, and crude oil. Imports rose by $4.2 billion, led by pharmaceuticals
and cellphones & other household goods.
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e In the last year, exports are up 3.2% while imports are down 0.4%. 40000 80000
e Compared to a year ago, the monthly trade deficit is $9.2 billion smaller; o 100000
after adjusting for inflation, the “real” trade deficit in goods is $1.3 billion
smaller than a year ago. The “real” change is the trade indicator most ™ rrrmr e
important for measuring real GDP.
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Implications: The trade deficit in goods and services grew to $62.2 billion in
December as imports rose faster than exports. However, we prefer to focus on the Imports: Goods and Services, BOP Basis
total volume of trade, imports plus exports, as it shows the extent of business and & hChange - earfo Yer ®
consumer interaction across the US border. This measure rebounded in December
after pulling back significantly in November, rising by $8.2 billion. Total trade
volume is up a slight 1.2% from a year ago with exports up 3.2% versus a year ago,
while imports are down 0.4%, consistent with our forecast that the US is headed
toward a recession. And while a recent surge in the federal budget deficit might o] o
have helped the US economy avoid recession in the short-term, this kind of artificial
support can’t last. Notably, there is a major shift going on in the pattern of US
trade. For all of 2023, imports from China were down 20.3% versus 2022. China
used to be the top exporter to the US. Now the top spot is held by Mexico where
exports from Mexico were up 4.6% in 2023 versus 2022. China has fallen to number A
two with Canada nipping at its heels. Meanwhile, daily freight fell rapidly in 2023,

and was back down to pre-COVID levels, or lower, as demand for shipping
stabilized. This was confirmed by the New York Fed’s Global Supply Chain Pressure Index in December, with the index
moving back into negative territory, but it sits just 0.15 standard deviations below the index’s historical average. For some
perspective two years ago in the month of December the index sat 4.34 standard deviations above the index’s historical
average. Expect some temporary volatility into the new year though as Yemen’s Houthi rebels continue to deter container
ships from transiting the Red Sea and Bab-el-Mandeb Strait, temporarily adding significantly to shipping costs. Also in
today’s report, the dollar value of US petroleum exports exceeding imports once again. This marks the 22" consecutive
month of the US being a net exporter of petroleum products.
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International Trade Dec-23 | Nov-23 | Oct-23 3-Mo 6-Mo Year-Ago
All Data Seasonally Adjusted, $billions Bil$ | Bil$ | Bil$ |Moving Avg.[Moving Avg.| Level
Trade Balance 622 | 619 | -63.9 62.7 61.9 -11.4
Exports 258.2 | 254.3 | 2584 251.0 256.5 250.3
Imports 3204 | 316.2 | 3223 319.6 318.3 N7
Petroleum Imports 21 | 219 | 211 21.7 20.9 22.0
Real Goods Trade Balance 828 | 839 | -86.7 -84.5 -85.1 -84.1

Source; Bureau of the Census
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