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Data Release: U.S. trade deficit widens moderately in May 

 The U.S. trade deficit widened to $41.1 billion in May from $37.4 billion in April, or slightly worse than 
expectations for a $40.0 billion gap.  

 Nominal exports edged down 0.2% m/m, with both goods exports (-0.2%) and services (-0.1%) falling. 
Imports rose 1.6% in the month, with goods imports up 1.9% and services imports virtually flat (+0.02%). 

 Adjusted for inflation, real goods exports fell 1.5%, while real goods imports rose 1.0%. The pullback in 
real goods exports was widespread, but not unexpected given strong growth in the same categories in 
April. The gain in imports, on the other hand, was largely a consumer goods story, also not surprising 
given continued strong domestic fundamentals. 

Key Implications 

 Despite the widening in the trade deficit in May, net-trade should provide only very negligible drag in the 
second quarter, with substantial strength in April exports likely enough to lift export growth above import 
growth in the quarter.  

 The global economy will remain a drag on U.S. growth, even more so in a post-Brexit environment. As 
long as uncertainty remains elevated,  safe haven flows to the U.S. are likely to keep upward pressure on 
the dollar. 

 Our outlook for continued modest economic growth builds in an expectation that net exports will subtract 
around 0.7 percentage points from real GDP growth over the second half of this year. This will be offset 
by continued strength in household spending, supported by soft consumer price inflation and a continued 
tightening labor market. 
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This report is provided by TD Economics.  It is for informational and educational purposes only as of the date of writing, and may not be appropriate for 
other purposes.  The views and opinions expressed may change at any time based on market or other conditions and may not come to pass. This 
material is not intended to be relied upon as investment advice or recommendations, does not constitute a solicitation to buy or sell securities and 
should not be considered specific legal, investment or tax advice.  The report does not provide material information about the business and affairs of TD 
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contained in this report has been drawn from sources believed to be reliable, but is not guaranteed to be accurate or complete.  This report contains 
economic analysis and views, including about future economic and financial markets performance.  These are based on certain assumptions and other 
factors, and are subject to inherent risks and uncertainties.  The actual outcome may be materially different.  The Toronto-Dominion Bank and its 
affiliates and related entities that comprise the TD Bank Group are not liable for any errors or omissions in the information, analysis or views contained 
in this report, or for any loss or damage suffered. 
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