
Absolute advantage is the advantage of one country when it uses
fewer recourse to produce a goods more than other countries do

.

Comparative advantage is the advantage of one country when
it produces goods at lower opportunity cost than others

.
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Thailand has absolute advantage in beer while Malaysia
has absolute advantage in wine

.

After trade
,
TH gains more wine as a AA from trading with MAL .

After trade
, MAL gains more beer as a AA from trading with TH ,

ipoth countries get benefit .



current account surplus means we are export more than import
,

causing transfer surplus
capital account deficit means flowing out of country , it suggests
nation increasing in ownership of foriesn asset . When they trade ,each can enjoy to beer and 10 wine

.

Balance of payment is a statement of all transaction made
between agent & rest of the world over period of time

.

ER
supply of baht The Cp has to increase

supply for baht . It can sell
¢0.3 baht (buy V50 ) from foreign
¢0.2 exchange market . This will

demand for baht lead to depreciation in
q*

Q of baht
Thai baht.

→ appreciation in Thai baht
→ Depreciation in Thai baht

→ depreciation of -1+18



Because fisher equation when inflation increase
,
interest rate

increase too. It attracts foreign investors to invest when foreign
investors invest , they have more demand for Thai baht

. It causes
appreciation in Thai baht.

5/400=300 £

4%8=1 £
$ 1.33--1 £ (Ppp)
& 1 = 1 £ [ACTUAL EXCHANGE RATE)

REP, = NEAL-1148 /GBP1 ✗ CPG 80/01-1-181
= (40/7)×(1×20)=2

AEA implies that , in term of purchasing power , ppl
are willing to exchange zthai apple w/Gbp apple .

If cause of transportation is small , a price of same
goods in different countries should be roughly the same .


