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Current Trade Issues


Pros and Cons of trade

Imports per person

See excel worksheet
Open versus Closed Economies

What factors affect trade?

The value of the dollar

If the dollar is strong, like it is now, American dollars can buy more foreign goods, foreign currencies can not buy as much American goods. Therefore, if the value of the dollar increases imports rise and exports fall. What happens to GDP? Holding everything else constant, it falls.

What factors affect the value of the dollar? Demand and supply of dollars.

The GDP of other countries.

If a country’s income (GDP) rises, their demand for all goods, including foreign goods will rise. Or if a countries income (GDP) falls their demand for all goods will fall.

Relative GPD changes make a difference. If the US GDP is rising by more than one Canada’s GDP then Canadians will not spend as much on US goods, as US will spend on Canadian goods.

Trade Agreements

Discussed in class. Free trade increases imports and exports.

GENERAL INFORMATION

If exports increase, holding imports constant, GDP will rise.

If imports increase, holding exports constant, GDP will fall.

X increases and M increases, the change in GDP is uncertain

Are we experiencing a One World Economy?

European Debt Crisis

Trade

Monetary Policy

Military Alliances

