
 

 

CHAPTER 11 International Economics:  
How did a nice country like Iceland go bust? 

 
Key Terms 
Prior to reading the text, it might be helpful to look up or be familiar with the following words. 
They will be used in the context of the reading. 
 

• Future Value 
• Currencies 
• British Pound 
• Fluctuations 
• Recession 
• Exchange Rate 
• Purchasing Power Parity 
• Tradable 

• Overvalued 
• Undervalued 
• Depreciated 
• Appreciated 
• Fiat Money 
• Floating Rate 
• Fixed or Pegged 
• Foreign Capital 

• Financial Liberalization 
• Economic Performance 
• Assets 
• Symbiotic Relationships 
• World Bank 
• International Monetary 

Fund (IMF)

 
Guiding Questions  
1. Explain how George Soros made $1 billion in a single day (and how you might be able to too). 
2. What is the main idea of purchasing power parity?  
3. Draw two T-charts listing some of the pros and cons of having a strong currency and a a weak 

currency. 
4. What are some factors that cause a countries currency to appreciate or depreciate? 
5. Why would countries choose not have the gold standard backing their currency? 
6. Describe two alternatives to the gold standard. 
7. List and describe the three acts for a country having a currency crisis. 
8. Why would some European countries want to push for a single common currency (the Euro)? Why 

would some European countries not want to be part of the “Euro Zone”? 
9. Why is the United States running chronic current account deficits? 
10. How would you explain the economic relationship between China and the United States? 
11. What is the difference between baseball and international economics?  
 
Multimedia Resources 
(Iceland Financial Crisis) A City on the Moon- NPR Planet Money: 
http://www.npr.org/blogs/money/2011/05/23/135846192/the-friday-podcast-a-city-on-the-moon 
 
Iceland digs its way out of the crisis- Deutsche Welle: http://www.dw.de/iceland-digs-its-way-out-of-the-
crisis/av-17269349 
 
Purchasing Power Parity- Bloomberg TV: http://www.bloomberg.com/video/65108334-purchasing-
power-parity.html 
 
The Big Mac Index- Economist: http://www.economist.com/content/big-mac-index 
 
German trade with China intensifies- Deutsche Welle: http://www.dw.de/german-trade-with-china-
intensifies/av-17519970 
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