Chapter 24 Balance of Payments (SL)
Define

Balance of payments account
Current account

Capital account

Current account: define and explain elements
	Define
	Explain

	
	

	
	

	
	

	
	


Capital account: define and explain elements
	Define
	Explain

	
	

	
	


Financial account: define and explain elements
	Define
	Explain

	
	

	
	

	
	


Current account balance =
IB syllabus objective

How does a change in the value of a currency affect a country’s current account balance? 

Workbook p. 145

A country records the following balance of payments information for Balancia.

Exports of goods



$50 billion

Imports of goods



$46 billion

Exports of services



$7 billion

Imports of services



$12 billion

Tourist spending by foreigners in Balancia
$6 billion

Tourist spending by Balancians abroad

$7 billion

Investment spending by foreigners in Balancia
$10 billion

Investment spending by Balancians abroad
$9 billion

Calculate Balancia’s balance of visible trade, its balance of invisible trade, its current account balance and its capital account balance.  What is its overall balance of payments?  Under a floating exchange rate system, what should happen to the value of the Balancian currency?
