Chap18hw
Short Answer

1.
Suppose that Bill, a resident of the U.S., buys software from a company in Japan. Explain why and in what directions this changes U.S. net exports and U.S. net capital outflow.

2.
Derive the relation between savings, domestic investment, and net capital outflow using the national income accounting identity.

3.
How do the nominal exchange rate and the real exchange rate differ?

4.
Suppose a bottle of wine costs 25 euros in France and 20 dollars in the United States. If the exchange rate is 1.25 euros per dollar, what is the real exchange rate?

5.
What does purchasing-power parity imply about the real exchange rate?
