Globalisation, trade and international

finance
Pearson Edexcel - International A-Level - Economics - Vocabulary in

context
Word Example
@ globalisation /glsvblar'zern/ Globalisation links countries through trade, money
and ideas.
@ transnational companies Transnational companies, such as Apple, work in
many countries.
Apple
@ foreign direct investment Building a factory abroad is foreign direct
/'foran dar'rekt mn'vestmont/ investment.
% migration /margreifn/ Migration moves workers from one country to
another.
<__) trade liberalisation Cutting tariffs is a form of trade liberalisation.
/treid libaralar'zerfn/
F:] host country /houst kantri/ The host country is the country where a foreign
company sets up.
W economies of scale Large firms gain economies of scale, so each unit
/1'’konamiz ov skeil/ costs less.
@ consumer surplus If you would pay £10 but pay only £8, your
/kon'suzms 'sazplos/ consumer surplus is £2.
£10 £8
£2

<__) transfer pricing /trensfs:'prasy/  With transfer pricing, a company moves profit to a
country with low taxes.

@ specialise /'spefolarz/ Countries specialise when each one makes what it is
best at.
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absolute advantage
/'ebsalu:t ad'ventidz/

comparative advantage
/kem'peerattv ad'vaentidz/

opportunity cost
/opa'tjuniti kost/

trade ratio

terms of trade /t3:mz pv trerd/

balance of trade /bzlsnsovtreid/

World Trade Organization

/wa:ld treid ,0:genar'zetfn/

trading bloc /'trerdm blok/

free trade area

customs union /kastsmz ju:nien/

common external tariff

A country with absolute advantage makes more
with the same resources.

A country has a comparative advantage in what it
gives up least to make.

The opportunity cost of a holiday is what else you
could have bought.

A rise in the trade ratio means each export buys
more imports.

The terms of trade improve when export prices rise
faster than import prices.

Balance of trade compares a country’s export and
import values.

The World Trade Organization sets the rules for
trade between countries.

The EU is a trading bloc: its members trade without
tariffs.
EU

A free trade area removes tariffs between members,
but each sets its own tariffs on others.

A customs union also has the same tariff on goods
from outside.

A common external tariff is the same tariff on
imports from outside the group.
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monetary union

trade creation

trade diversion

most-favoured-nation

protectionism /pra'tekfonizem/

infant industry /'infont 'mdastri/

dumping /'dampiy/

tariffs /'teerifs/

quotas /kweutaz/

subsidies /'sabsidiz/

non-tariff barriers

deadweight loss /'dedwert Ios/

A common market also lets workers and money
move freely.

The euro area is a monetary union: its countries
share one currency.

Trade creation happens when cheaper goods from a
partner replace dearer home goods.

Trade diversion happens when dearer goods from a
partner replace cheaper goods from outside.

Under most-favoured-nation rules, a country gives
all WTO members the same low tariffs.

WTO

Tariffs and quotas are tools of protectionism.

An infant industry is a new industry that may need
protection while it grows.

Dumping means selling goods abroad below their
cost.

Tariffs make imported cars more expensive.

Fishing quotas limit how many fish can be caught.

The government pays subsidies to farmers.

Quotas and strict safety rules are non-tariff barriers
to trade.

A tariff causes a deadweight loss that nobody gains.
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balance of payments

/'beelans pv 'peimants/

current account /karents'kaont/

capital account /kepttls'kaont/

financial account
/far'nznfl a'’kaont/

expenditure-reducing
policies

expenditure-switching
policies

global imbalances

fixed exchange rate

/fikst eks'tfends reit/

managed exchange rate
/'meenidzd eks'tfeindsz rert/

floating exchange rate
/'flavtiy eks'tfeinds reit/

quantitative easing
/'’kwontiterttv 'i:zig/

The balance of payments records all money flowing
into and out of a country.

Money from selling services abroad goes into the
current account.

The capital account records some transfers of money
and ownership between countries.

Money invested abroad is recorded in the financial
account.

Expenditure-reducing policies, such as higher
taxes, cut spending on imports.

Expenditure-switching policies make people buy
home goods instead of imports.

Global imbalances happen when some countries
export far more than they import for years.

A fixed exchange rate is held at one value by the
government.

In a managed exchange rate, the central bank
sometimes steps in to steady the currency.

A floating exchange rate moves up and down with
supply and demand.

In quantitative easing, the central bank creates
money to buy bonds.
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K_I_I purchasing power parity Purchasing power parity says the same basket of

/'pa:tfisi 'pave 'peeriti/ goods should cost the same everywhere.

Dq speculation /spekjv'lerfn/ Speculation on a currency can push its value up or
down quickly.

% capital flight /kepil flart/ Capital flight happens when money suddenly leaves
a country.
N appreciation /sprifiefn/ An appreciation of the yuan makes Chinese exports

dearer abroad.

M revaluation /rvalju:en/ A revaluation raises a fixed exchange rate.

\l/ depreciation /diprifierfn/ A currency depreciation makes imports more
expensive.

WMy devaluation /divalju:'en/ Devaluation lowers a fixed exchange rate.

v/ Marshall-Lerner condition  The Marshall-Lerner condition says a fall in the
/'ma:fl I3 kan'difin/ currency helps trade only if demand is elastic enough.

WM competitive depreciation Competitive depreciation means a country lowers
its currency to sell more exports.

U . . . .
& currency war When many countries lower their currencies at once, it
is called a currency war.

internationally competitive Lower costs make a country’s firms more
internationally competitive.

Q unit labour costs Unit labour costs are the wage cost of making one
unit.
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M deindustrialisation Deindustrialisation means factories become a
/. demda strislar'zetfn/ smaller part of the economy.
(o J-curve /dzerksv/ The J-curve shows the trade balance getting worse

before it gets better.
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