Auxiliary Problems for Chapter 22
1.
A weak dollar helps U.S. _________ (exporting firms, consumers) and hurts U.S. ____________ (exporting firms, consumers). 

2.
If a U.S. dollar is worth 91 Japanese Yen, what is the dollar price of a Yen?

3.
If a Ford Focus sells for 17,000 Euros in Italy, how much will the car cost in U.S. dollars if the exchange rate is:


a) 
1 Euro = $1.30 USD

b) 
1 USD = 0.65 Euro

c) 
1 USD = 0.88 Euro

4.
State whether each of the following shows up on the current or the capital account in the U.S. Balance of Payments. Also, indicate where in the current or capital account this transaction will be located.

a) 
Dell exports computers to Japan.
b) 
Google hires a British bank as a consultant.
c) 
A Chilean worker in the U.S. sends money home.
d) 
GM earns a profit from its subsidiary in Hungary.
e) 
GM uses profits from its subsidiary in Hungary to expand operations in China.
5.
Examine the following hypothetical data for U.S. international transactions, in billion of dollars.

Merchandise exports 
+ $40

Merchandise imports
- $30

Service exports
+ $15

Service imports
- $10

Net investment income
-$5

Net transfers
+ $10

Foreign purchases of assets (FDI & portfolio) in the U.S.
+ $10

U.S. purchases of assets (FDI & portfolio) abroad
 - $30


a)
What is the merchandise balance of trade?
b)
What is the overall trade balance?
c) 
What is the current account balance? 
d)
What is the capital account balance?

6.
For each of the following possible events, indicate whether the demand or supply curve for dollars would shift, the direction of the shift, and the resulting movement of the equilibrium exchange rate for the value of the dollar.


a) 
As SUVs get smaller, U.S. dependence on foreign oil falls.

b) 
Interest rates in the U.S. rise.

c) 
Foreigners boycott American goods in protest of the war in the Middle East.

d) 
Due to the bulging trade deficit with China, Congress restricts Chinese imports into the U.S.

