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July Trade Deficit Reaches One-Year High 

Amid Continued Strength in Goods Imports 

Headlines 

 The nominal U.S. goods and services trade deficit jumped over 24% in July 

from June to $88.6 billion. 

 Imports rose while exports dropped on the month, resulting in a wider trade 

deficit.  

 Goods imports have increased strongly in 2026 under rapid expansion in AI-

related capital expenditures. Total goods exports fell for a third straight 

month in July. Goods exports were still more than 12% above their year-earlier 

level amid ongoing geopolitical tensions in the Middle East. 

 The services trade surplus rose less than 1% in July as services imports fell more 

than exports.  

 Going forward, AI-related capital expenditure should continue supporting 

strong goods imports over the near term.

Details

The seasonally-adjusted nominal U.S. goods and 

services trade deficit jumped over 24% in July to 

$88.6 billion from June’s $71.2 billion (Figure 1). 

Imports rose while exports dropped on the month, 

resulting in a much larger trade deficit in July. Total 

imports increased 2.8% on the month, while total 

exports dropped over 2%, a third consecutive 

decline in July. On a year-over-year basis the total 

trade deficit was up 18% in July, with exports up 9% 

and imports up by a larger 11%. 

After smoothing out the monthly volatility, the three-

month moving average trade deficit rose 17.9% over 

the month to $78.5 billion in July, the third straight 

increase. 

Last year the U.S. trade deficit surged to a record 

high of $133 billion in March as businesses 

accelerated imports ahead of anticipated tariff 

increases by the Trump administration. The deficit 

subsequently narrowed sharply as higher tariffs 

weighed on import demand, to $37 billion in 

October. But as the economy has adjusted to higher 

tariffs, the trade deficit has more than doubled since 

then.  

After the Office of the U.S. Trade Representative 

implemented a near-universal 10% baseline tariff 

under Section 301, replacing the expiring Section 122 

tariffs that were temporarily imposed in the spring 

following the Supreme Court's invalidation of the 

administration's IEEPA-based tariffs earlier this year, 

the administration imposed an additional 50% tariff 
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on a broad range of Canadian imports near the end 

of August. As of July 2026, Canadian goods 

accounted for roughly 10% of total U.S. goods 

imports. As a result, the net impact of the new tariffs 

on Canada on U.S. real GDP growth is likely to be very 

limited. 

Total goods imports have fallen over 17% from a 

record high in March 2025 of $342 billion to $283.5 

billion in December 2025. Since then, goods imports 

have increased strongly under rapid expansion in AI-

related capital expenditures. Total goods imports 

were up 3.7% to $320.6 billion in July 2026. Notably, 

imports of capital goods excluding autos surged 11%, 

driven by a 20% jump in imports of computers, 

computer accessories, semiconductors, and 

telecommunications equipment. Consumer goods 

imports increased a more modest 0.5%, led by 

pharmaceutical preparations, which rose 9%, while 

most other consumer goods categories declined in 

July.  

Outside of capital and consumer goods, imports 

weakened in July, with autos down 1.4%, industrial 

supplies and materials down 3.2%, and foods, feeds, 

and beverages down 0.7%. On a year-over-year 

basis, total goods imports rose 13.7%. Reflecting 

strong AI-related demand, year-to-date imports of 

computers, computer accessories, and 

semiconductors were nearly 84% higher in July than 

a year earlier. 

Total goods exports fell for a third straight month in 

July, down 3% to $201.0 billion. Exports dropped 

across foods, feeds, and beverages (down 1.0%); 

industrial supplies and materials (down 10.8%); and 

autos (down 0.7%). Soybeans, the largest export 

category within foods, feeds, and beverages, fell 

more than 11% in July following a 27.5% decline in the 

previous month. These declines appear to reflect 

softer demand rather than lower prices, as soybean 

prices continued to rise in August. Crude oil exports 

remained highly volatile, falling more than 33% in 

July after surging in the wake of the U.S.-Iran 

conflict. Crude oil exports have also retreated from 

their May peak, partly reflecting lower crude oil 

prices. In contrast, exports of capital goods and 

consumer goods rose roughly 3% and 8%, 

respectively.  

Despite the monthly decline, total goods exports 

remained more than 12% above their year-earlier 

level, supported by strong growth in exports of 

aircraft and engines, business equipment such as 

computers and semiconductors, crude oil, 

chemicals, and metals amid ongoing geopolitical 

tensions in the Middle East. 

The services trade surplus rose less than 1% in July as 

services imports fell more than exports. Both 

financial services and travel services exports 

(inbound trips to the U.S. for all purposes) retreated 

on the month. Transport; financial; charges for the 

use of intellectual property not included elsewhere 

(NIE); and personal, cultural, and recreational 

services exports all rose more than 2% from a year 

earlier. 

Services imports fell 0.8% in July to $78.7 billion. The 

largest services imports category, outbound travel, 

increased 1.4%. Services trade continues to grow 

compared to last year as it is largely unaffected by 

tariffs. Travel services imports (international travel 

by U.S. residents), the largest category of services 

imports, rose 1% on a year-ago basis in contrast to a 

decline in inbound travel, backed by resilient U.S. 

consumer spending.  

Going forward, AI-related capital expenditure 

should continue supporting strong goods imports 

over the near term. However, the weaker U.S. dollar 

in August, combined with slower consumer 

spending anticipated in the second half of the year, 

is likely to weigh on growth in consumer goods 

imports. Notably, consumer goods imports remain 

near a three-year low, despite a modest recovery 

this year. Meanwhile, elevated uncertainty and 

evolving developments surrounding the U.S.-Iran 

truce are expected to fuel continued volatility in 

major commodity markets, particularly crude oil and 

related products. As a result, goods exports could 

experience significant swings in the coming months. 
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Figure 1: Goods and services trade deficit (SA)

  
 

Figure 2: Realized tariff rate and change in realized 

tariff rate (SA)
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Disclosures 

The material presented and the views expressed herein are of a general nature and does not constitute the provision of 

investment or economic advice to any person, or a recommendation of any particular securities, financial instruments, 

strategies or banking services. Opinions and forecasts expressed herein are subject to change without notice. Relevant 

information was obtained from sources deemed dependable. Such information is not guaranteed as to its accuracy. You 

should seek the advice of an investment professional to tailor a financial plan to your needs. 

Forward-looking statements are necessarily subject to numerous assumptions, risks and uncertainties, which change over 

time. Future events or circumstances may change our outlook and may also affect the nature of the assumptions, risks and 

uncertainties to which our forward-looking statements are subject. Forward-looking statements speak only as of the date 

made. We do not assume any duty and do not undertake any obligation to update forward-looking statements. Actual 

results or future events could differ, possibly materially, from those anticipated in forward-looking statements, as well as 

from historical performance. As a result, we caution against placing undue reliance on any forward-looking statements. 

“PNC” is a registered mark of The PNC Financial Services Group, Inc. 

© 2026 The PNC Financial Services Group, Inc. All rights reserved. 


