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International Trade 
The U.S. trade deficit widened noticeably for the second consecutive month.  The deterioration had a distinctly 

negative tone, as both exports and imports have declined in both April and May, with the declines in exports exceeding 
those in imports.  In the latest month, exports shrank by 5.8 percent, exceeding the drop of 1.2 percent in imports by a 
wide margin.  In the prior month the declines in exports and imports totaled 25.1 percent and 13.6 percent, respectively 
(chart, left). 

The decline in exports was broadly based in May, with five of the six major categories of goods declining.  Exports of 
consumer goods rose, but the change occurred from a low level and the value of foreign shipments remained far below 
totals in earlier months.  The other five categories (food, industrial supplies, capital goods, motor vehicles, other) were 
all soft.  On the import side, capital goods and autos accounted for most of the decline, but other areas also were weak. 

The results for April and May left the deficit thus far in Q2 considerably wider than the average in Q1 (chart, right), 
setting the stage for a marked negative contribution to GDP growth in the second quarter.  The figures in today’s report 
were not adjusted for inflation and they did not include trade in services, and thus they do not provide keen insights into 
the magnitude of the drag from net exports, but the figures lead us to expect a negative contribution in the neighborhood 
of two percentage points. 

Today’s report did not include trade by country; thus, an update on activity with China is not possible until the full trade 
report on July 2. 

Durable Goods Orders 
New orders for durable goods rose 15.8 percent in May, easily beating the expected increase of 10.5 percent.  

Results in the prior month were revised lower, but by a small amount (-18.1 percent rather than -17.7 percent).  The 
increase followed two notably soft months, but the gain recouped approximately one-third of the lost ground. 
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Imports & Exports of Goods Nominal Goods Trade Deficit* 

 
Source:  U.S. Census Bureau via Haver Analytics *  Quarterly averages of monthly data.  The reading for 2020-Q2 (gold bar) is 

the average of monthly results for April and May.   

Source:  U.S. Census Bureau via Haver Analytics; Daiwa Capital Markets 
America 
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Much of the improvement in May occurred in the 
transportation category, which posted growth of growth of 
80.7 percent, and like the headline figure, retraced one-third 
of the drop in the prior two months.  Within transportation, 
bookings for commercial aircraft moved into positive territory 
after negative readings (i.e. net cancellations) in both March 
and April.  The auto sector also recorded goods flows after 
notable softness in the prior two months.  Excluding the 
transportation category, new orders rose 4.0 percent, 
offsetting slightly moe than 36 percent of the slide in March 
and April.  The improvement ex-transportation was broadly 
based, with all major categories contributing. 

New orders for nondefense capital goods ex-aircraft, a 
series that provides good insight into capital spending by 
businesses, rose 2.3 percent, offsetting approximately one-
quarter of the slippage since January. 

Revised GDP 
The contraction in real GDP in the first quarter was unrevised, with the new figures continuing to show a drop of 5.0 

percent.  Business investment in new structures was stronger than previously believed (+2.6 percent rather than -3.9 
percent), government spending was a bit firmer as well.  However, these improvements were offset by downward 
adjustments to inventory investment and residential construction (table). 

The new results did little to alter views on 
the second quarter, which is likely to show a 
record decline in the neighborhood of 35 
percent.  The other reports today provided 
insights into some of the soft spots in the 
second quarter.  International trade is likely 
to subtract approximately two percentage 
points, and preliminary figures on wholesale 
and retail inventories suggest a pronounced 
drag from inventory investment. 

Unemployment Claims 
Initial claims for unemployment 

insurance fell for the 12th consecutive 
week, but the drop was minuscule at 
60,000 after a decline of only 26,000 in 
the prior week.  The level of new 
claimants remained elevated at 1.480 
million. 

The number of continuing claims (i.e. 
the number of individuals receiving 
benefits) fell for the fourth time in the past 
five weeks.  The drop of 767,000 was the 
second largest decline in the past five 
weeks, but coming from a base of more 
than 20 million, the decline put a mere 
dent in the series. 

New Orders for Durable Goods 

Source:  U.S. Census Bureau via Haver Analytics 

GDP and Related Items* 

 

*  Percent change SAAR, except as noted  

 (p) = preliminary (2nd estimate of GDP); (r) = revised (3rd estimate of GDP) 

Source:  Bureau of Economic Analysis via Haver Analytics 
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Ex-transportation

1. Gross Domestic Product 2.1 -5.0 -5.0
2. Personal Consumption Expenditures 1.8 -6.8 -6.8
3. Nonresidential Fixed Investment -2.4 -7.9 -6.4
3a.   Nonresidential Structures -7.2 -3.9 2.6
3b.   Nonresidential Equipment -4.3 -16.7 -16.6
3c.   Intellectual Property Products 2.8 1.0 1.3
4. Change in Business Inventories -1.0 -1.4 -1.6

(Contribution to GDP Growth)
5. Residential Construction 6.5 18.5 18.2
6. Total Government Purchases 2.5 0.8 1.1
6a.    Federal Government Purchases 3.4 1.9 2.0
6b.    State and Local Govt. Purchases 2.0 0.2 0.5
7. Net Exports 1.5 1.3 1.3

(Contribution to GDP Growth)
7a.    Exports 2.1 -8.7 -9.0
7b.    Imports -8.4 -15.5 -15.7

Additional Items
8. Final Sales 3.1 -3.7 -3.5
9. Final Sales to Domestic Purchasers 1.6 -4.8 -4.6
10. Gross Domestic Income 3.1 -4.2 -4.4
11. Average of GDP & GDI 2.6 -4.6 -4.7
12. GDP Chained Price Index 1.3 1.4 1.4
13. Core PCE Price Index 1.3 1.6 1.7
14. After-tax Corp. Profits (not annualized) 2.1 -14.2 -12.4

19-Q4   20-Q1(p)   20-Q1(r) 


