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Martin Crutsinger, AP Economics Writer
WASHINGTON (AP) — The U.S. trade deficit unexpectedly narrowed in February as
exports climbed close to an all-time high and the volume of imported crude oil fell
to the lowest level in 17 years.
The gap between exports and imports shrank to $43 billion in February, down 3.4
percent from January's revised $44.5 billion, the Commerce Department said Friday.
It was the smallest trade imbalance since December when the gap had declined to
$38.1 billion, the lowest point in nearly three years.
Exports rose 0.8 percent to $186 billion, close to the record high set in December.
Stronger exports of U.S. energy products and autos offset declines in sales of
airplanes and farm equipment.
Imports were flat at $228.9 billion with the volume of crude oil falling to the lowest
point since March 1996.
The politically sensitive deficit with China shrank to $23.4 billion, the lowest point in
11 months. Exports to the European Union were down 0.9 percent in February,
compared to January, reflecting continued economic weakness as that region
struggles with a recession triggered by a debt crisis.
Through the first two months of this year, the U.S. deficit is running at an annual
rate of $524.5 billion, down slightly from last year's $539.5 billion imbalance.
Economists expect the deficit this year will narrow slightly, in part because of
continued gains in U.S. energy exports. A narrower trade gap boosts growth
because it means U.S. companies are earning more from overseas sales while U.S.
consumers and businesses are spending less on foreign products.
But Paul Dales, senior U.S. economist at Capital Economics, said that he was
worried that expectations for exports to keep rising faster than imports may fall
short given uncertain global conditions.
"We are concerned that subdued global demand will hold back export growth. And
the rest of the data released this week makes us more concerned that the domestic
economy is a bit weaker than we thought," he said.
In a separate report Friday, the government said that the U.S. economy created just
88,000 jobs in March, the fewest in nine months.
The economy as measured by the gross domestic product grew at an annual rate of
0.4 percent in the October-December quarter. Economists believe economic growth
strengthened in the January-March quarter to around 3 percent.
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In addition to increases in U.S. energy exports, economists are also hopeful that
exports of other products will rise this year as well, helped by stronger growth in
some major export markets.
That forecast is based on an assumption that the European debt crisis will stabilize,
helping boost exports to that region and that growth in Asia will rebound further.
The outlook for Europe has been clouded in recent weeks by a flare-up of financial
problems in Cyprus and raised new worries about the danger that the debt troubles
could destabilize more European nations.
For all of 2012, the trade deficit with China increased to $315.1 billion, the largest
imbalance ever recorded with a single country. The high deficits with China are
adding pressure on the Obama administration to take a harder line on China's trade
practices. Some U.S. manufacturers contend that China keeps the value of its
currency artificially low to make its exports to the U.S. cheaper.
Treasury Secretary Jacob Lew traveled to Beijing last month on his first foreign trip
since taking over the Treasury job from Timothy Geithner. Lew discussed a variety
of trade issues including currency, copy-right piracy and computer hacking. In his
talks with the Chinese, Lew drew a distinction between criminal cyberattacks, which
are a common threat, and spying by state-sponsored enterprises. The White House
has called on Beijing to take action to stop computer attacks aimed at stealing
company secrets.
Production of oil and natural gas has been rising in the United States because
drillers have learned to tap once-inaccessible reserved trapped in shale formations.
New techniques such as horizontal drilling and hydraulic fracturing, or fracking,
have made this possible.
Increased production has lowered U.S. prices of crude oil and natural gas, which
refiners use to make gasoline, diesel and other fuels. Crude in the U.S. has been
selling for $20 per barrel cheaper than international crude. With lower input costs,
U.S. refiners are making enormous amounts of petroleum-based fuels and selling
them on the international market at a huge profit.
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