TWO ASSIGNMENT
2A. Trade Deficit.
Work in an example of a particular trade deficit from your own experience, commenting on how the trade deficit affected strategic decisions for a firm. 
Microsoft has considered moving its manufacturing plants from China to other countries because of the increasing trade deficit between China and the United States. The trade deficit has led to various remedies by the US government to attempt a restoration of balance (Kehoe, Ruhl, & Steinberg, 2018). However, it has not worked well because many local buyers of goods and services from Microsoft have had to part with more. This has slowed down the flow of trade for Microsoft making them consider relocation of their major manufacturing plans out of china.
Discuss how the economic recession we've experienced has affected the U.S. trade position with key countries?
The US is central to the global transmission of economic shocks. The United States is a large country that acts as a major supplier of goods and services to other countries as well as a market for goods and services from other countries. The recession of 2008/2009 was triggered by the financial fallout of Lehman Brothers in September 2008. The fallout happened in the United States and its effects were felt by all major trading partners of the United States. The United States is particularly vulnerable to declines in demand in North America following recessions. This affects its position in the export market in the region. China, Japan, and South Korea are strongly affected by declines in demand in the local US market because they export more to the US than they import to their countries.
China has since risen tremendously to be the top us trading partner. Statistics in 2017 indicate that china and the US traded a total of $711.7 billion worth of goods and services while Canada had $679.9 billion. Mexico traded a total of $622.1 billion while japan traded $286.1 billion and Germany $239.8 billion. China was the largest import destination of US goods and services while Canada retained the largest export destination. China has since tightened its grip by increasing tremendously its exports to the United States while significantly reducing the percentage of imports from the United States. The US has witnessed a relatively weakened position in the global trade market while china has strengthened its position and posed more legitimate competition against the United States. [image: C:\Users\TEMP.Admin-PC\Pictures\Media assign 2\forty-years-of-the-bls-export-and-import-price-indexes-chart1.png]
The US trade balance was significantly affected by the recession of 2008/2009. The rate of imports and exports significantly reduced during this time. The country has been trying to get back to its previous balance index but has not fully managed to do so
What could Government do to help?
The government should put measures strengthen the local manufacturing industry. Most of the goods and services imported from China in the tech industry can be done locally. China is disproportionately increasing its deficit with the United States because the United States has shipped several manufacturing jobs to China this means that big percentage of goods, especially in the technology industry, are imported from China. The government and local business organizations should make a conducive environment with legislation that gives incentives to local manufacturers.
The government should be streamlining its key economic indicators to ensure that signs of recession are avoided and before the devastating impacts from them. There should be relevant regulation of key industry sectors to prevent toxic business moves that plunge the country into another unwanted recession. Responsible business ethics should be adopted to restrain fraudsters who may take advantage of the economy and plunge it to recession.










2B. Exchange Rates
Comment on a recent new item related to exchange rates. Can you apply any of what you've learned so far in this course to a better understanding of that news item? 
News Item: Dollar rises as US-China relations worsen over Hong Kong and tariffs.
On 20th November 2019, the dollar rose and trade-exposed currencies fell after President Trump threatened trade war escalation and china condemned the US senate for backing a measure that supports pro-democracy protests in Hong Kong. The dollar rose 0.1% against the euro and a basket of other currencies. A projection of political strength from the United States has a positive effect on the business state of firms and individuals that use the dollar for trade. The market responds to all political developments especially in the era of the trade war between the United States and China. China has expressed vulnerability with the latest occurrences in Hong Kong. A projection of strength by the United States symbols positivity in the market hence raising the strength of the dollar.
If you were an advisor to the President, what recommendations would you make regarding foreign exchange rate policy in the U.S.?
[bookmark: _GoBack]A weaker dollar could be beneficial for US exporters since they would export at a less expensive cost. This will boost the economy significantly. However, a currency intervention could spark pushback from other countries that have an agreement with the United States against currency intervention. This could jeopardize the status of the dollar as the reserve currency of the world and start a market turmoil. The president also has no significant power of the Federal Reserve which is an independent organization (McCauley, McGuire, & Sushko, 2015). The president should therefore just allow the status quo and ensure that the US interest rates are set by the Federal Reserve as it is currently done. The global dominance of the dollar is highly connected to its stability and the independence of the Federal Reserve. Any significant interference form the president will erode the independence of the institution and spark a global backlash.
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