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Absolute ad . refers to the ability to produce more or better G.rs

than somebody else .

Compans the ad refers to
the ability to produce Gts at a lower

opportunity cost, not necessarily at a greater
volume or quality .
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current account surplus refers to positive current account balances , meaning
that a country has

"

more X than M of G IS
.
Low domestic demand or may be the result of a drop in M due to recession .

- Capital account detlict records the net flows of investment transaction into an economy . It
is one of 2

primary components of the balance of payments ,the other being the current account .

- B PI - consits of those 2 components : current and capita account . The
current account reflects a

country 's net income, while the capital reflects the net change in ownership of
national assets .
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- The CD can increase Demand for Bl
- It can buy B ( and sell $ ) from foreign exchonce
market

.
This will lead to appereCiatrim in THD

- More Demand of The rest of the world
'

currency = more supply of Bf
( B depreciates while The rest of theworld

'

currency appreciates . )

- More supply of H ( B depreciates while others appreciate s )

- Will have higher interest rate
, higher attracts from others countries .

more Demond for B
,
B appreciates while others

'

currency depriciaks



- Additionally , inflation can lead
to higher input costs for X which makes

a nation 's X less competitive in Global markets, which will widen the trade

deflict and cause the currency to depreciate .

PPP formula . lost of good X in currency I
-

Cost of good X in Currenway 2
= 400

Too = 1.33
.
. .
j 1 GBP = 1.33 $

- RER ( THB 1GBP ) : NER ( TH131GBP) x ( Popp / Pm )
= (40/1)×(2/40) ' 2

.
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- 2 TH B apple with 1 GDP apple .

- free competition in the markets , the absence of trade restrictions , and

price flexibility .


