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By BRENDA CRONIN

America's trade deficit narrowed sharply in June, driven by record exports and a shrinking bill for oil imports, brightening the

picture for domestic growth in the second quarter.

The trade gap fell more than 22% during the month, to $34.2 billion from $44.1 billion, the Commerce Department said Tuesday.

Exports notched their sharpest rise since September 2012, hitting their highest level, adjusted for inflation, on record. Imports

fell in part because Americans bought far fewer foreign-made cellphones and other consumer goods.

The improving trade situation spurred a number of economists to raise their estimates

for second-quarter growth from the government's initial 1.7% estimate last week.

Tuesday's figures indicate that trade could exert less of a drag on gross domestic

product growth than estimated—and possibly even contribute to expansion. Paul

Ashworth, chief U.S. economist at Capital Economics, said GDP could be revised up to

an annualized pace of more than 2.5%.

"It's a good trade report from the perspective of the improving export position of the

U.S.," said Barry Bosworth, a senior fellow in economic studies at the Brookings Institution in Washington. However, that

improvement comes amid global demand that has yet to recover from the 2007-09 recession.

"All around the world I think you see the slowing of trade mainly because the markets in which people are trying to sell aren't

doing very well," he said.

Mr. Bosworth added that some strength in June likely was due to a rebound from May's weak reading, which initially estimated

that the trade deficit widened to $45 billion.

The most recent report in part reflects a strengthening domestic energy industry. Imports of fuel oil and other petroleum

products fell, while exports of both rose. When calculated in 2009 dollars, the trade deficit in petroleum products fell by almost

$2.2 billion from May to $10.23 billion; the trade deficit in non-petroleum products fell by $5.93 billion to $37.38 billion.

June's reading showed narrowing trade deficits between the U.S. and partners such as the European Union and China, which

have seen their economies slow, and a growing surplus with parts of Central and South America. Trade numbers for individual

countries aren't seasonally adjusted, which means that they are a less-reliable barometer, and one that can swing widely from

month to month.

The U.S. imports far more from China than it exports. In June, however, imports from China edged down while exports moved

up. Nevertheless, a number of U.S. companies say they already are seeing some softening in demand, as Beijing attempts to

rebalance its economy away from exports and toward more domestic consumption.

Alter Trading Corp. of St. Louis continues to ship 20-foot containers of scrap metal to Asia, but says China has lost its formerly

"voracious" demand for the company's materials. Robert Stein, Alter's senior vice president of the nonferrous market, said 45%

of the company's nonferrous metals—such as aluminum and copper —are exported, with "the preponderance" going to China.

The family-owned company gathers and processes scrap metal at more than a dozen facilities, mostly in Midwest and Southern

states.

"China's overall importance as a destination for secondary metals is on the decline and my opinion is that it has reached its

zenith and is headed down," Mr. Stein said. "It'll still be a significant and steady buyer but they won't be as crazy as they were."

But China's surging population remains a tantalizing market for exporters, including U.S. companies. The country's middle class

is expected to triple from 200 million now to 600 million in 10 years, according to John Frisbie, president of the U.S.-China

Business Council. The Washington, D.C.-based nonprofit consists of hundreds of American companies that do business with

Dow Jones Reprints: This copy is for your personal, non-commercial use only. To order presentation-ready copies for distribution to your colleagues, clients or customers, use the Order Reprints tool at the
bottom of any article or visit www.djreprints.com

Oil Boom Helps to Shrink U.S. Trade Deficit by 22%

Oil Boom Helps to Shrink U.S. Trade Deficit by 22% - WSJ.com http://online.wsj.com/article/SB10001424127887323968704578651734...

1 of 2 8/24/2013 10:46 AM



Copyright 2012 Dow Jones & Company, Inc. All Rights Reserved

This copy is for your personal, non-commercial use only. Distribution and use of this material are governed by our Subscriber Agreement and by copyright law. For non-personal use or to order

multiple copies, please contact Dow Jones Reprints at 1-800-843-0008 or visit

www.djreprints.com

China.

"Growth is being increasingly sought in the so-called Tier 3 and Tier 4 cities in China" and no longer is "concentrated in Beijing

and Shanghai and along the coasts," Mr. Frisbie said. "That means you need a bigger network and you need to be managing more

in the way of logistics to capture that growth."

Tuesday's report shows U.S. exports to Europe—though down sharply for the first half of the year as a whole—edged up 1.5% in

June.

Although many economists saw the narrowing trade deficit as a potential shot in the arm for the U.S. economy, others cautioned

against reading too much into one report.

Steven Ricchiuto, chief economist, at Mizuho Securities USA Inc., said it was too soon to translate the brisk exports into stronger

second-quarter GDP growth. If the exports largely came out of inventories, that wouldn't reflect new production and lead to a big

bump in growth, he said.

—Sarah Portlock contributed to this article.

Write to Brenda Cronin at brenda.cronin@wsj.com

A version of this article appeared August 7, 2013, on page A2 in the U.S. edition of The Wall Street Journal, with the headline:

Oil Boom Helps to Shrink Trade Deficit by 22%.
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By BRENDA CRONIN

America's trade deficit narrowed sharply in June, driven by record exports and a

shrinking bill for oil imports, brightening the picture for domestic growth in the

second quarter.

The trade gap fell more than 22% during the month, to $34.2 billion from $44.1

billion, the Commerce Department said Tuesday. Exports notched their sharpest

rise since September 2012, hitting their highest level, adjusted for inflation, on

record. Imports fell in part because Americans bought far fewer foreign-made

cellphones and other consumer goods.

The improving trade situation spurred a

number of economists to raise their

estimates for second-quarter growth

from the government's initial 1.7%

estimate last week.

Tuesday's figures indicate that trade

could exert less of a drag on gross

domestic product growth than estimated—and possibly even contribute to

expansion. Paul Ashworth, chief U.S. economist at Capital Economics, said GDP

could be revised up to an annualized pace of more than 2.5%.

"It's a good trade report from the perspective of the improving export position of the

U.S.," said Barry Bosworth, a senior fellow in economic studies at the Brookings

Institution in Washington. However, that improvement comes amid global demand

that has yet to recover from the 2007-09 recession.

"All around the world I think you see the slowing of trade mainly because the

markets in which people are trying to sell aren't doing very well," he said.

Mr. Bosworth added that some strength in June likely was due to a rebound from

May's weak reading, which initially estimated that the trade deficit widened to $45

billion.

The most recent report in part reflects a strengthening domestic energy industry.

Imports of fuel oil and other petroleum products fell, while exports of both rose.

When calculated in 2009 dollars, the trade deficit in petroleum products fell by

almost $2.2 billion from May to $10.23 billion; the trade deficit in non-petroleum
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products fell by $5.93 billion to $37.38 billion.

June's reading showed narrowing trade deficits between the U.S. and partners

such as the European Union and China, which have seen their economies slow,

and a growing surplus with parts of Central and South America. Trade numbers for

individual countries aren't seasonally adjusted, which means that they are a

less-reliable barometer, and one that can swing widely from month to month.

The U.S. imports far more from China than it exports. In June, however, imports

from China edged down while exports moved up. Nevertheless, a number of U.S.

companies say they already are seeing some softening in demand, as Beijing

attempts to rebalance its economy away from exports and toward more domestic

consumption.

Alter Trading Corp. of St. Louis continues to ship 20-foot containers of scrap metal

to Asia, but says China has lost its formerly "voracious" demand for the company's

materials. Robert Stein, Alter's senior vice president of the nonferrous market, said

45% of the company's nonferrous metals—such as aluminum and copper —are

exported, with "the preponderance" going to China.

The family-owned company gathers and processes scrap metal at more than a

dozen facilities, mostly in Midwest and Southern states.

"China's overall importance as a destination for secondary metals is on the decline

and my opinion is that it has reached its zenith and is headed down," Mr. Stein

said. "It'll still be a significant and steady buyer but they won't be as crazy as they

were."

But China's surging population remains a tantalizing market for exporters, including

U.S. companies. The country's middle class is expected to triple from 200 million

now to 600 million in 10 years, according to John Frisbie, president of the

U.S.-China Business Council. The Washington, D.C.-based nonprofit consists of

hundreds of American companies that do business with China.

"Growth is being increasingly sought in the so-called Tier 3 and Tier 4 cities in

China" and no longer is "concentrated in Beijing and Shanghai and along the

coasts," Mr. Frisbie said. "That means you need a bigger network and you need to

be managing more in the way of logistics to capture that growth."

Tuesday's report shows U.S. exports to Europe—though down sharply for the first

half of the year as a whole—edged up 1.5% in June.

Although many economists saw the narrowing trade deficit as a potential shot in the

arm for the U.S. economy, others cautioned against reading too much into one

report.

Steven Ricchiuto, chief economist, at Mizuho Securities USA Inc., said it was too

soon to translate the brisk exports into stronger second-quarter GDP growth. If the

exports largely came out of inventories, that wouldn't reflect new production and

lead to a big bump in growth, he said.

—Sarah Portlock contributed to this article.

Write to Brenda Cronin at brenda.cronin@wsj.com

A version of this article appeared August 7, 2013, on page A2 in the U.S. edition of The Wall Street

Journal, with the headline: Oil Boom Helps to Shrink Trade Deficit by 22%.
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