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1. Definition:

o International economics is the study of economic interactions between countries,
including trade, finance, and policy.

2. Key Concepts: a. Comparative Advantage:

o Countries specialize in producing goods and services they can produce most
efficiently, leading to mutual benefits from trade.

b. Balance of Payments:

o Records a country's economic transactions with the rest of the world, including trade
balance, capital flows, and reserves.

c. Exchange Rates:

o The price of one currency in terms of another, affecting trade competitiveness and
capital flows.

3. Trade Theories: a. Absolute Advantage:

o Introduced by Adam Smith, a country should produce goods that it can produce more
efficiently than other countries.

b. Comparative Advantage:

o Developed by David Ricardo, a country should specialize in producing goods with
lower opportunity costs compared to other countries.

4. Trade Policies: a. Tariffs:

o Taxes on imports that can protect domestic industries but may lead to trade wars and
higher consumer prices.

b. Quotas:
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o Limits on the quantity of imports, aiming to protect domestic industries but can reduce
consumer choices and increase prices.

5. International Organizations: a. World Trade Organization (WTO):
o Regulates international trade, resolves trade disputes, and promotes free trade.
b. International Monetary Fund (IMF):

o Provides financial assistance to countries facing balance of payments problems and
promotes global economic stability.

6. Globalization:

o The increasing interconnectedness of economies due to trade, investment, and
technology, leading to both opportunities and challenges for countries.

7. Conclusion:

o International economics plays a crucial role in shaping global economic policies, trade
relations, and overall economic development. Understanding its principles is essential
for policymakers, businesses, and individuals operating in the global economy.
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