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16.2 Adjustment with Flexible Exchange Rates

Price Adjustment Mechanism a depreciation and a
devaluation operate on prices to bring about
adjustment in the nation’s current account and the
balance of payments, they are both referred as the
Price Adjustment Mechanism.



16.2A Balance-of —Payments Adjustments with
Exchange Rate Changes
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16.2B.C Derivation of the Demand and Supply for foreign Exchange
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16.2B.C Derivation of the Demand and Supply for foreign Exchange
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16.2B.C Derivation of the Demand and Supply for foreign Exchange
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16.3 Effect of Exchange Rate Changes on Domestic Prices
and the Terms of Trade
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16.4 Stability of Foreign Exchange Markets

16.4A Stable and Unstable Foreign Exchange Markets
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16.4B the Marshall-Lerner Condition
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16.4B the Marshall-Lerner Condition
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16.5 Elasticities 1n the Real World
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16.5C Currency Pass-Through
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16.6 Adjustment Under the Gold Standard
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16.6A the gold standard

16



(mint parity)
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16.6B the Price-Specie-Flow Mechanism
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Sterilize
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