
Absolute Advantage is when one country used fewer resourcesto produce a good than another one
. for example , 1 arce of land

can produce to units of wheat in Thailand but s units in Vietnam
meaning than Thailand has AA in wheat production
comparative advantage is when one country produces
a good at lower opportunity cost. for example , whenThailand produces a unit of wheat will lose s units
of candy , but when Vietnam produces a unit of
wheat will loose 3 units of candy meaning that Vietnam
has lower opportunity cost in wheat production.
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- five labours in Thailand can produce 20 Units of beer.
-

" in Malaysia can produce 20 Units of wine .
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. Thailand and Malaysia can trade . Each country can have
no units of both wine and beer
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current account surplus represents that we have
exports more than imports

capital account deficit means that the nation is
increasing its ownership of foreign assets

.

Balance of payment Identity is

CAT KA :O

if we have CA surplus
,
we 'll have KA deflicit
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I Demand for baht

Q Q Q of Baht

Central bank of Thailand can devalue Thai baht

by increasing supply of baht which means that they will

sell Thai baht
. Thai baht will also be depreciated .
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When we have high inflation , it will cause us

to spend more money ,
the supply will be excessive and

shift to the right leading to have THB Depreciation ,
and vice versa.

since
, PPP exchange rate has the law of one price ,

if the costs of transportation are small
,
the price of the samegood in different countries should be roughly the same

so
, Ppp exchange rate between USD and GBP

400 VID : 100 GBP

1.33USD : I GBP

9011 x 1
- = 2
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that means you're willing e apples to get
1 apple in UK


