Factors Affecting International Trade Flows

a) Impact of Inflation

— A relative increase in a country’s inflation rate will decrease its current
account, as imports increase and exports decrease.

b) Impact of National Income

— A relative increase in a country’s income level will decrease its current
account, as imports increase.

c) Impact of Government Restrictions

— A government may reduce its country’s imports by imposing a tariff on
imported goods, or by enforcing a quota.

— Some trade restrictions may be imposed on certain products for health
and safety reasons.

d) Impact of Exchange Rates
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