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CURRENCY DEVALUATION
OR DEPRECIATION

This will make exports
cheaper & imports

more expensive ——>
Reducing trade deficit

INCREASE IN INTEREST
RATES

This makes the domestic

currency more attractive to
foreign investors —> helps
in attracting foreign capital
& reducing trade deficit

All exporters are directed by
the monetary authority to
surrender their foreign

exchanFe earnings & total
available foreign exchange is
rationed among the licenced
importers

It can be brought through regulating money in

circulation using:
o Monetary measures such as bank rate policy, open market
operations etc.
o Fiscal measures such as higher taxation, reduction in
public expenditure

Deflation would make:
o Domestic items cheaper in foreign markets —> rise in
exports
o Demand for imports fall due to higher taxation and
reduced income



