Naime:

Ralance of Payiment

Directions: Regord each of the transactons below in the respective balance or payments accounts
of the United States {U.$.) and Germany. The first transaction has been done for vou. (Normally,
Cermany would record its *u,casunia 17 ferms of 1S OwWa pum,nc; For conventense, we record 1
hete m L,**mg of U5, dollars, Tms 8 a §aganmats, procedure if the German currency has been
CKPTEsS din 1.8, dollars at the gverags exchange rate between the two curmencies during the fime
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Genman iounsis spens |
33 million In U.S. while
Armerican tourst spend |
$5 mdliion in G Germany |
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113, exchange studenis
spand $8 million for
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of Bonn, Gemany
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Thg iy ansactzors in the example above are all recorded in (or are a part of what is known

as} the “current acoount” of the balance of payments, and are what most of us think of as

,Ap(}ﬁ% and imports of goods and services. Notice that the U 3. has exported less than it

nas tmported and s lefl with 5 de frt t in its current account {1.€. Jabfis exceed zedfts in

respect to Germany). Germany is ia exactly the opposite sﬁua,,zc}"z t has a surplus m is
s Tt

current account in respsct to the Usited Siates.
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