International Business Chapter 7-2 – Foreign Exchange and Currency Controls
 I. Foreign Exchange Activities
	A. Exchange Ease
1. What would happen if trading partners did not accept the currency from that country?
		2.  Define soft currency – 
		3.  Where do these “weak” currencies typically form?
		4.  Define hard currency – 
		5.  Where do these “strong” currencies typically form?
		6.  What is the result of political and economic stability?
	B. Changing Exchange Rates
		1.  In the past, relation to what, set the value of a country’s currency?
		2.  What do most countries use today to set the value of their currency?
		3.  Define floating exchange rate – 
		4.  What does a country expect when it is a large exporter?
		5.  How does the value of a currency unit increase?
		6.  Why did Japan experience a high demand for its currency in the 1980’s?
	C. The Foreign Exchange Market
		1.  Where does the exchanging of one currency for another happen?
		2.  Define foreign exchange market – 
3.  Typically, what do travelers do before the set off to a different country?  Where can they complete this exchange?
4.  Define a currency option – 
5.   From the example provided in the book, what is the advantage of purchasing a currency option?
	D. Foreign Exchange Controls
		1.  How could a country maintain the value of its currency?
		2.  Define exchange controls – 
		3.  These controls can be one of two methods – 
			a.
			b.
		4.  What is a common exchange control that nations use?
II. International Financial Agencies
	A. The World Bank
1.  When was the International Bank for Reconstruction and Development created?
2.  Why was the International Bank for Reconstruction and Development created?
3.  What is the major function of the World Bank today?
	a. What do its funds help build?
4.  How many countries belong to the World Bank?
5.  What are the two main divisions of the World Bank and what is their primary purpose?
	a.
	b.
	B. International Monetary Fund (IMF)
		1.  Define the International Monetary Fund (IMF) – 
		2.  When and why was the IMF created?
		3.  What did countries do before the IMF to attract more foreign customers?
		4.  What type of assistance does the IMF provide?
		5.  What happens to the value of a currency when that nation is in debt?
[bookmark: _GoBack]		6.  What are the three main duties of the IMF?
			a.
			b.
			c.
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