International Business Chapter 7-1 – Money Systems Around the World
 I. Money and Currency Systems
A. If the paper and metal money is made out of is relatively worthless, why can we use it to buy products and services?  
B. What is Money?
	1. Define money – 
		a. List some items that have served as money.
	2.  List and describe the five main characteristics of money.
		a.
		b.
		c.
		d.
		e.
C. Why is Money Used?
1.  What was the method people would use to make exchanges before money was widely accepted?
		a. Define barter – 
		b. What does money allow you to do that the barter system cannot?
	2.  List and describe the three (3) main purposes money serves.
		a.
		b.
		c.
II. Foreign Exchange
A. Business transactions between companies in different countries create money problems.  Each company wants to be paid in their natural or home currency.
		1.  Define foreign exchange – 
		2.  Define exchange rate – 
			a. How often and how much do these values change?
			b. What affects the value of currency?
	B. Currency exchange rates between countries are affected by three main factors.
		1.  Balance of Payments
			a. What does the balance of payments measure?
b. What happens to the value of the currency when a country has a favorable balance of trade?
				- When does this situation arise?
c. What happens to the value of the currency when a country has a unfavorable balance of trade?
				- When does this situation arise?
		2.  Economic Conditions
			a. What occurs to make a currency less attractive?
			b. What impact does inflation have on a currency?
			c. What is another factor that impacts the value of currency?
			d. What do people and businesses incur when they borrow money?
[bookmark: _GoBack]			e. Define interest rate – 
				- What does higher interest rates mean?
			f. List and describe the three main factors that affect interest rates:
				-
				-
				-
					*What is dollarization?
		3. Political Stability
a. What do companies want to avoid when doing business in different nations?
			b. What type of changes could impact a business in a foreign country?
			c. What does uncertainty in a country reduce?
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