
• absolute advantage = when a country uses fewer resource to produce goods ( it implies that the country is more specialized)
•

comparative advantage = when a country produces goods at lower opportunity cost (it implies that the country is more suitable?
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: If they use both specialization I trade , they will end up with higher output on both beer 4 wine .

•

current ace
. surplus = a country has more ✗ than M

o capital ace . deficit =
a country has more

M than ✗

• balance of payment identity = the diff . btw money flowing into the country in a particular period of time N outflow of
money

to the rest of the world .

The CB can sell Thai baht and buy us dollar to devalue the THB .

B/c it will lower the reserve on foreign market.

It works by the currency price of a nation is set by the demand I supply of the currency .

① increase value of THB

② decrease value of THB

③ decrease value of THB

appreciate = increasing i • attract foreign investor

depreciate = domestic good more expensive → Mt

= lower purchasing power → discourage CNI
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the price of the same goods in different countries should be the same .

and PPP uses the cop to create the PPP exchange rate.


