EOCT Review
Part 10
Below are the standards that we will cover as part of today’s review. You need to review these standards and make sure that you are familiar with concept or idea connected to each of them.

SSEIN2 The student will explain why countries sometimes erect trade barriers and sometimes advocate free trade. 
d. List specific examples of trading blocks such as the EU, NAFTA, and ASEAN. 

e. Evaluate arguments for and against free trade. 
SSEIN3 The student will explain how changes in exchange rates can have an impact on the purchasing power of individuals in the United States and in other countries. 
a. Define exchange rate as the price of one nation’s currency in terms of another nation’s 

    currency. 

b. Locate information on exchange rates. 

c. Interpret exchange rate tables. 

d. Explain why, when exchange rates change, some groups benefit and others lose. 

EOCT Content Descriptors

On the EOCT, students will be required to show an understanding or be able to apply the following concepts related to the above standards.

- reasons nations create trading blocks such as the EU and NAFTA

- general arguments for and against free trade

- definition of exchange rates

- causes of depreciation and appreciation of national currencies

- effects of currency depreciation and appreciation on trade and consumption

- reading and interpreting scenarios, tables, and graphs related to the reasons for

  and the effects of changes in exchange rates

Concept 1: Free Trade
Standard(s): 

List specific examples of trading blocks such as the EU, NAFTA, and ASEAN. 

Evaluate arguments for and against free trade. 
Content Descriptor(s): 

- reasons nations create trading blocks such as the EU and NAFTA

- general arguments for and against free trade

What to know: 

Free trade exists when nations do not have trade barriers. Free trade is supported by consumers who want cheaper foreign products and a greater variety. Unions and factory workers would be against free trade because it would force them to compete with cheap foreign labor. Trading blocks promote free trade within a certain region. The three most important trading blocks are the EU, NAFTA, and ASEAN. The EU (European Union) promotes free trade between the nations of Europe. NAFTA (North American Free Trade Agreement) promotes trade between the United States, Canada, and Mexico. ASEAN (Association of Southeast Asian Nations) promotes free trade between nations 
Practice Questions:

(1) Arguments in favor of free trade are strong because 

A   homeland businesses love foreign competition

B   labor unions get more jobs for their members

C   the government receives more money from tariffs

D   consumers can get foreign goods at low prices

(2) American labor unions support trade barriers because they

A   protect American jobs from foreign competition

B   give foreign workers better wages

C   help establish universal minimum wages

D   provide environmental safeguards

(3) ASEAN promotes trade between nations in

A   Europe

B   southern Africa

C   southeast Asia

D   South America

(4) Which of the following is an argument for free trade?

A   Free trade protects American companies and jobs from foreign competition.

B   Free trade allows every nation to be economically independent.

C   Free trade means that other nations have to buy our products.
D   Free trade provides consumers with greater variety and lower prices.

(5) Short Answer: You are a factory worker in Chicago. Are you likely to be for or against free trade? Explain why or why not.

______________________________________________________________________________

______________________________________________________________________________
______________________________________________________________________________

______________________________________________________________________________
(6) Short Answer: You are a mother with three kids and you have to buy numerous products for your children. Are you likely to be for or against free trade? Explain why or why not.

______________________________________________________________________________

______________________________________________________________________________
______________________________________________________________________________

______________________________________________________________________________
Concept 2: Exchange Rates
Standard(s): 

Define exchange rate as the price of one nation’s currency in terms of another nation’s 

currency. 

Locate information on exchange rates. 

Interpret exchange rate tables. 

Explain why, when exchange rates change, some groups benefit and others lose. 

Content Descriptor(s): 

- definition of exchange rates

- causes of depreciation and appreciation of national currencies

- effects of currency depreciation and appreciation on trade and consumption

- reading and interpreting scenarios, tables, and graphs related to the reasons for

  and the effects of changes in exchange rates

What to know: 

Exchange Rates are the price of one nation’s currency in terms of another nation’s currency. (You must know this definition!) When exchange rates change, the balance of trade can fluctuate. If the value of your currency goes up, then goods from other nations will be cheaper. For instance, let’s say $1= 10 pesos. If a shirt cost 100 pesos, then you could buy it for $10. If the dollar increased in value, let’s say $1= 20 pesos, then the same shirt would only cost you $5. Also, a shirt that cost $5 in the U.S. would originally cost 50 pesos, but now costs 100 pesos. What this example illustrates is that if the dollar increases in value, then other nation’s goods will be cheaper to us and our goods will be more expensive to them. If the dollar decreases in value, then other nation’s goods will be more expensive to us and our goods will be cheaper to them. Also, if the dollar increases in value, then consumers will get cheaper goods from other countries and American businesses will be hurt because other countries will be less likely to buy American products.

Practice Questions:
(1) How can exchange rates impact the purchasing power of American consumers?

A   If the dollar increases in value versus foreign currency, then consumers will have to pay more for foreign goods.

B   If the dollar increases in value versus foreign currency, then consumers will be able to purchase foreign goods at lower prices.

C   If the dollar decreases in value versus foreign currency, then consumers will  pay less for foreign goods.

D   If the dollar decreases in value versus foreign currency, then consumers will have to pay less for foreign goods.

(2) Which of the following best defines exchange rate?

A   The price of one nations currency in terms of another nation’s currency.

B   The value of goods in terms of a different nation’s currency.

C   The price of doing business in another country.

D   The percentage charged as a tariff on imported goods.
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(3) Using the above table, determine how many Yen it will take to buy a $10 American shirt.

A   .0833 Yen

B   .833 Yen

C   120.05 Yen

D   1200.5 Yen

(4) Using the above table, determine how many Polish Zolties you could get for $1.

A   4

B   8

C   .2475

D   25

(5) How will trade between the United States and Canada be affected if the American dollar increases in value relative to the value of the Canadian dollar?

A   Americans will buy fewer Canadian products.

B   Canadians will buy more American products.

C   Americans will buy more Canadian products.

D   Canadians will buy only American products.
(6) Which of the following will be true if the Euro decreases in value relative to the Peso?

A   Europeans will be able to buy Mexican goods at lower prices.

B   Mexicans will pay more for European made goods.

C   Mexicans will sell more goods to Europeans.

D   Europeans will be forced to pay higher prices for Mexican products.

















































