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Cons:

- Leads to job
outsourcing and
fewer domestic roles

« Causes other countries
to lose agriculture base

« Undercuts the prices
of local farmers

Pros:

« Spurs economic growth

- Facilitates competitive
advantages

- Provides domestic
companies experience
in foreign markets

b the balance

International Trade

International trade is the exchange of goods and services between people or entities in different countries . It's
a complex process that involves many factors, including the exchange rate of currencies, trade agreements,
and trade barriers .

Trade barriers are restrictions that governments put in place to limit the flow of goods and services between
countries . These barriers can include tariffs, quotas, subsidies, and embargoes . Tariffs are taxes on imported
goods, while quotas limit the quantity of goods that can be imported . Subsidies are government payments to
domestic producers, which can make their goods cheaper than imported goods . Embargoes are complete bans
on trade with a particular country .

Trade barriers can have a negative impact on the economy . They can lead to higher prices for consumers,
fewer choices for consumers, and job losses in certain industries . However, some argue that trade barriers are
necessary to protect domestic industries from foreign competition .

Despite the potential drawbacks of trade barriers, there are also many benefits to international trade . It can
lead to increased revenues for businesses, decreased competition, longer product lifespans, and easier cash
flow management . International trade also allows countries to access goods and services that may not be
available domestically .

The foreign exchange market is a global marketplace where currencies are traded . It is the largest financial
market in the world and operates 24 hours a day, except on weekends . Currencies are always traded in pairs,
and the value of one currency is relative to the value of the other .

The foreign exchange market is essential for international trade because it allows businesses to convert
currencies for international transactions . It also helps to stabilize the global economy by providing liquidity
to other financial markets .

In conclusion, international trade is a complex and multifaceted process that has both benefits and drawbacks.
It is important to understand the different theories and factors that influence international trade in order to




make informed decisions about how to participate in this global marketplace.

Reading Summary

e International trade is the exchange of goods and services between countries, involving factors like
currency exchange rates, trade agreements, and trade barriers.

e Trade barriers, such as tariffs, quotas, subsidies, and embargoes, can limit trade and have negative
impacts on economies, but they can also protect domestic industries.

e The foreign exchange market, where currencies are traded, is essential for international trade, allowing
businesses to convert currencies and contributing to global economic stability.

Vocabulary

Term

Definition

Example Sentence

restrictions

Limits or controls placed on something,

The government imposed restrictions on the

(noun) often to prevent something from happening | number of people allowed to gather in public
or to ensure that it happens in a certain way. | due to the pandemic.
embargoes Official bans on trade or other commercial The United States imposed an embargo on
(noun) activity with a particular country, often used | Cuba in 1960, prohibiting trade and travel
as a political tool. between the two countries.
domestic Relating to or produced within a particular The company's domestic sales were much
(adjective) country, as opposed to foreign or imported. | higher than its international sales.
lifespans The length of time that something, such as a | The lifespan of a car can vary depending on
(noun) product or a living organism, exists or how well it is maintained.
functions.
liquidity The ease with which an asset can be bought | The stock market has high liquidity, meaning
(noun) or sold without affecting its price. that stocks can be bought and sold quickly
and easily.
currencies The system of money used in a particular The euro is the currency used in many
(noun) country. European countries.
agreements Formal arrangements or contracts made The two countries signed a trade agreement
(noun) between two or more parties. to reduce tariffs on certain goods.

barriers (noun)

Obstacles or hindrances that prevent
something from happening or progressing.

Language barriers can make it difficult to
communicate with people from other
cultures.

revenues
(noun)

The income that a business or organization
receives from its operations.

The company's revenues increased by 10%
last year.

Multiple Choice Questions




Question #1

Question #2

Question #3

What is the main purpose of the
foreign exchange market?

What are two examples of trade
barriers?

What is one potential benefit of
international trade for businesses?

A. To regulate the flow of goods
and services between countries.

B. To provide a platform for
businesses to convert currencies
for international transactions.

C. To control the prices of
imported goods.

D. To protect domestic industries
from foreign competition.

A. Tariffs and subsidies.
B. Embargoes and quotas.

C. Currency exchange rates and
trade agreements.

D. Increased revenues for
businesses and decreased
competition.

A. Higher prices for consumers.
B. Job losses in certain industries.

C. Increased revenues for
businesses.

D. Restrictions on the flow of
goods and services.

Short Answer Questions

Question #1

What are two potential drawbacks of trade barriers?

Question #2

What is the role of trade agreements in international trade?

Question #3

How does the foreign exchange market help to stabilize the global economy?




Open Ended Questions

Question #1

The text discusses how trade barriers can have both positive and negative impacts on
economies. Think about a time when you had to make a decision that had both positive and
negative consequences. What were the factors you considered when making your
decision? How did your decision impact you and those around you?

Question #2

The text explains that international trade allows countries to access goods and services that
may not be available domestically. Think about a time when you had to rely on something
or someone outside of your immediate circle to achieve a goal. How did this experience
broaden your perspective or understanding of the world?

Question #3

The text describes the foreign exchange market as a global marketplace where currencies
are traded. Think about a time when you had to negotiate or compromise with someone to
reach a mutually beneficial outcome. What strategies did you use to achieve a successful
outcome? How did this experience teach you about the importance of communication and
collaboration?







