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Effects of Rising Exchange Rate of U.S Dollar
Benefits of the High Exchange Rate
Allows Cheaper Importation of Goods
Import prices falls when a dollar strengthens which present as a significant advantage to companies that import raw materials from other countries because they achieve a low total cost of production and large profit. If a manufacturer's currency value falls compared to the dollar, then the goods produced from abroad and brought to the U.Swill be cheaper. For instance, cars from Europe, such as Mercedes and Porsche, cost around 70,000 Euros, but with an exchange rate of 1.30 dollars per euro, they cost 94,000 US dollars, thus a fall in the dollar price(Blecker, 2016).
Cheaper Travels to Other Countries
In abroad, a strong dollar can buy more goods when it is converted to country’s local currency mainly because local currency abroad is hardly affected by the United States economy changes. This gives a high degree of buying power to Americans having U.S. dollars overseas and also expatriates if they still have dollars or if they receive their income in dollars (Blecker, 2016). Additionally, multinational companies that have huge sales in the U.S. and earn their income in dollars will have profits in their balance sheets because the dollar appreciation translates to gains.
Harms of the High Exchange Rate
Multinationals Companies are Negatively Affected
When a company based in the U.S. and conducts its business across the continent such as McDonald’s Corp profoundly suffers from strengthening of dollar because the income it earns from foreign countries decreases in value in its balance sheets when translated to home currency. This affects investors in such companies negatively and are further forced to use derivatives to hedge their currency exposure. In the emerging market economy, the U.S. dollar is sold at a high rate to foreign countries that need it and have to pay more to obtain the dollars which weakens there purchasing power in the same currency (Crowder, 2014).
Tourism and Exports Cost Rates are High
Goods that are produced domestically in the U.S. are more expensive in other countries compared to imports from foreign countries, which are usually cheaper. For instance, an American manufactured car costs 30,000 US dollars but in Europe it costs 22,000 Euros at an exchange rate of 1.30 dollars per each euro however, when the dollar strengthens, say to1.12 per euro the price of the same car rises to 26,700(Crowder, 2014). Same case applies to tourists visiting America because the prices of goods and services will be high with a stronger dollar. The cost of living is usually high for foreigners and business travelers residing in the U.S, especially if their bank accounts are foreign-dominated.
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