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Absolute advantage is when one country can produce a good by using
fewer resources than another country .

It is about specialize in producing
the good that it has absolute advantage .

Comparative advantage is when one country can produce a good at 9

lower opportunity . It is about the opportunity cost of production .
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Current account surplus is when inflows more than outflows .

Capital account deticpt Ps when outflows more than inflows
.

Balance of Payment Identity is the sum of all accounts which

must equal to zero .

As you know
, government can't control foreign exchange market

but Pt can intervene by buying and selling in the market .
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The central Bank sell Baht and buy $ in order to keep the currency
cheap Ito promote export ) .

THB deppreciate,
more Dot USD1 more s of THB ⇒

VSD appreciates

more supply of THB ⇒ THB depprlciates, vsp appreciates
no effect

The floating exchange rate regime work same as in the demand
& supply diagram .



① In the Fisher equation , inflation can increase interest rate .

When Pnflqtprn occurs ,
interest rate goes up . This can attract

foreign investor
.

⇒ THB appreciates
② Domestic goods become expensive because they can't be sold abroad .

⇒ THB depreciates
③ The value of money goes down .

⇒ THB depreciates

0
4000 us ,

①
300 GBP

9.33 USD : 1 GBP

RER = NER ✗ / Puk / Pay )

=
40 THB 1GBP

1 GBP
✗

20 THB

= 2

People are willing to exchange 2 That apples wpth 1 UK apple .

If there is no transportation cost
,
there will be the

opportunity for Arbitqge , making the price of 2

countries the same . Thps means that it leads to the

law of One Prpce
.


