INTERNATIONAL TRADE
· Why do countries trade?  International trade allows nations to produce a limited number of goods based on their resources while consuming a variety of goods.

· Comparative Advantage:  ability to produce a product most      

      efficiently given all the other products it  

       could produce.
· The Law of Comparative Advantage:  a nation is better off producing goods and service for which it has a comparative advantage.

· Export:  a good sent to another country

· Import:  a good brought in from another country

· Trade Balance – the relationship between a nation’s imports
                                and its exports

· Trade surplus – nation exports more than it imports
· Favorable Balance of Trade -   a country with a trade surplus
· Trade deficit – nation imports more than it exports

· Tariff – a tax on imported good

· Import Quota – a trade barrier that limits the amount of a good 
that can be imported
· Embargo  - complete barrier to trade with a  country – NO trade…(ex. Cuba)
· Exchange rates:  allow one to covert prices in one currency to
                                 prices in another currency.

INTERNATIONAL FREE TRADE AGREEMENTS:

WTO (World Trade Organization) :  founded in 1995 to ensure countries were reducing tariffs and expanding world trade, also to negotiate new trade agreements and resolve trade disputes.
European Union (EU): formed in 1993 a union of countries that agreed to abolish tariffs and trade restriction among members and adopt uniform tariff for non-members.  Uniform monetary unit: the euro
NAFTA (North American Free Trade Agreement):  a trade region that will eliminate tariffs and trade barriers between Canada, Mexico and the US by 2009 creating the world’s largest free trade zone.

