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U.S. Trade Deficit Hit Record in 2022

Trade gap rises to $948.1 billion as the U.S. continues to depend on
imports to meet domestic demand
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A wider trade deficit is consistent with a U.S. economy growing faster than other parts of the world.
PHOTO: DAVID PAUL MORRIS/BLOOMBERG NEWS

By Harriet Torry and Jason Douglas

Updated Feb.7,2023 9:29 am ET
U.S. imports rose in December as demand for consumer goods and autos picked

up, partially offsetting a weakening in global trade late last year and widening
the U.S. trade deficit by 10.5%.

The trade deficit in goods and services was a seasonally adjusted $67.4 billion in
December, the Commerce Department said Tuesday, up from a revised $61
billion November.

The U.S. trade deficit for all of 2022 rose 12.2% to $948.1 billion, the widest gap
onrecord, as the U.S. continued to depend heavily on imports from other
countries to meet domestic demand. Exports also rose last year as global
demand for U.S.-made products picked up. A U.S. dollar rally last year drove up
the cost of U.S. goods and helped widen the annual deficit.

U.S. imports rose 1.3% in December from November and exports decreased 0.9%
during the same period. Overall imports of goods and services fell in the final
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inflation, the Ukraine war and supply imbalances weighed on global demand.

Demand for exported goods like industrial supplies and consumer goods made
by the world’s largest economy waned in December, and Americans bought more
foreign-made products such as cellphones and vehicles. The trade figures aren’t
adjusted for inflation.

International commerce weakened across the globe at the end of the year. In
China, an export boom that propelled the world’s second-largest economy
through much of the pandemic has sputtered as inflation and rising interest
rates squeeze spending in the U.S. and Europe.

China’s exports to the rest of the world fell 9.9% in December compared with a
year earlier, a steeper decline than the 8.7% drop recorded in November,
according to Chinese customs data, reversing a long spell of surging exports as
Western consumers snapped up electronics and other consumer goods while
working from home during the pandemic.

In Europe, trade fell sharply at the end of 2022, reflecting weakening domestic
and overseas demand. German imports of goods dropped 6.1% in December from
the prior month, while exports fell by 6.3%. In France, imports were 1.9% lower in
the fourth quarter compared with the third, while exports were down 0.3%.

Trade trends reflect a normalization of commerce as the impact of the pandemic
fades, Gregory Daco, chief economist, Ernst & Young LLP, said. “Both supply and
demand are rebalancing after a massive shock,” he said.

Global demand for U.S. exports has eased, he said, adding imports are likely to
come “under increased pressure in an environment where consumer spending
and business investment growth are moderating,” he added.

Recent U.S. economic figures have been mixed as the Federal Reserve continues
raising interest rates to cool the economy and bring down inflation. Consumer
spending weakened late last year and manufacturing activity declined. But job
growth accelerated in January and the economy grew at a solid 2.9% annual rate
last quarter.
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eased Covid-19 restrictions and largely reopened its economy. And Europe
showed signs of stabilizing after the easing energy shortage threats related to
the Ukraine war. The global economy is expected to grow this year at a faster
pace than previously expected, the International Monetary Fund said last week.

Chinese exports for 2022 were 7% higher than a year earlier, at $3.6 trillion,
though that marked a slowdown from a double-digit percentage gain in 2021.
That has reinforced concerns that China will no longer be able to count on robust
trade to power its growth in 2023.

Fading Western demand and China’s zero-tolerance approach to Covid-19
outbreaks through last year took their toll on overseas sales by other Asian
export powerhouses last year, too. South Korea’s exports in December were 9.6%
lower than a year earlier, while exports from Taiwan were down 3%, according to
data provider CEIC.

Japan’s exports in December grew 11.5%, aided by a steep fall in the yen against
the dollar and other major currencies. Still, that was slower than the near-20%
annual growth recorded in November, and sharply below annual growth of close
to 30% recorded in September.

Supply-chain snarls related to the pandemic helped push U.S. inflation to a four-
decade high last year, before price increases slowed as disruptions eased and the
Fed raised interest rates. Business inventories fluctuated as companies slowed
orders after building stockpiles aggressively in 2021, weighing on economic
growth for part of last year.

Exports of U.S. liquefied natural gas boomed after Russia’s invasion of Ukraine
led to sanctions on its energy products. Americans flocked to Europe as
international travel reopened, taking advantage of a strong dollar.

Growth in U.S. imports slowed last year compared with 2021 as consumers spent
less on goods such as home-fitness equipment and furniture and shifted
spending to services. Spending on services rose 4.5% last year, while spending on
goods declined 0.4%, according to the Commerce Department.

Households spent down savings that were built up earlier in the pandemic.
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Borrowing costs rose rapidly as interest rates climbed.

Global shipping demand has slowed since November after retailers amassed
excess inventory, said Anthony Fullbrook, the U.S. head of Taiwanese cargo and
freight company OEC Group.

“We’re still dealing with oversupply, over-inventory from Covid,” he said. Mr.
Fulbrook said the sharp slowdown in the U.S. housing market has reduced
demand for shipments of furniture, kitchenware and lighting. “Globally,
everyone is suffering from excess supply,” he said.

A wider trade deficit is consistent with a U.S. economy growing faster than other
parts of the world, as people with higher incomes in the U.S. buy more imported
goods.

“The U.S. consumer has a very steady pulse, they’re looking healthy,” Visa Inc.
Chief Financial Officer Vasant Prabhu said. “Under the surface there have been
changes, shifts from buying products to services and from buying things to doing
things,” he said.

—Anthony DeBarros and Paul Hannon contributed to this article.

Write to Harriet Torry at harriet.torry@wsj.com and Jason Douglas at
jason.douglas@wsj.com
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