QUESTIONS 13

1. What is meant by balance of trade?

2. Why has Ireland such a large balance of trade surplus?

3. Distinguish balance of payments (on current account) from balance of trade (and terms of trade). Explain why Ireland has a substantial balance of trade surplus yet a growing balance of payments deficit?
4. Outline - with reference to Ireland - the main invisible items in trade.

5. What is meant by the basic balance?

6. Why in the context of the Eurozone has control of Balance of Payments become less important for Ireland?

7. What is meant by an exchange rate?

8. What causes the value of an exchange rate to change?

9. Explain why the dollar is presently so weak in relation to the Euro?

10. What effect does an increase in the value of the Euro (against the dollar and sterling) have on (i) exports to the US and Britain (ii) imports from the US and Britain.

11. What effect would a fall in the Euro (against the dollar and sterling) be likely to have on inflation? 

12. If the ECB wished to suppress the rise in the value of the Euro (against other currencies) what measures could it take?

