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1.0 Discussion 1
Warnock (2016) elucidated that the US national debt is held by both local and international players. However, if international players such as china and japan were to hold more US debts than the local market, then it would have a direct impact on the exchange rate. Currently, an estimated 66% of US national debt is held by the local market which implies that the market is safe. China holds about 20% of the US national debt (Smith, 2016). If the international market would acquire more US debt than the local market, it would means they have control over the foreign exchange rate. For instance, china is a manufacturing economy which relies on export to the international marker including US. China then exports and receives US dollars for the goods they sell in the US. But since they need Renminbi, (RMB) to pay local workers, they sell the dollars and receive local currency. This means that the demand for the local currency goes up and the dollar goes down. On the foreign exchange rate market, the same things will happen where outside players will have control over the demand for dollar which will obviously give them power over the foreign exchange rate. If the international nation that hold more debt would be china it would give them power to increase their military role in Asia. One of the main reasons why china does not want to get involved to much in it military activity in Asia is due to US heteronomy. However, with them having control over the US economic debt, this would give them an upper hand to manipulate the US government not to get involved in their internal affairs including militarization of Asia and southern China Sea.
The only way the congress would be able to negotiate this situation to avoid adverse consequences would be to avoid the national debt being held by one country. In this case congress has power over which country has control over the national debt through their policies and influence in US debt.


2.0 Discussion two

[bookmark: _GoBack]Bonser-Neal (2015) noted that countries do not borrow in term of debt but rather they borrow in terms of equity. Although some people argue that debt is considered riskier than equity, country prefers to borrow in terms of debt finance. The main reason is because debt is cheaper than equity. If a country decides to raise money in terms of equity, it would turn out to be more expensive than debt. A country is different from companies which prefer to raise their capital in the form of equity. A country would rather borrow in terms of debt because equity would cost them a large portion of ownership. Park and Shin (2016) noted that the fact that equity means that the acquirer receives a portion of the asset of that country make equity unsuitable country. There is no country that would be willing to share their country with other nations because raising money in debt finance means the country is acquiring a portion of ownership in that country. Hence, debts are the only way country can borrow without giving up a portion of their country to foreigners. This same argument can be put forward with respect to FDI. Country would rather borrow debt and turn them to FDI because there are cheap and thus they make asset cheap and attractive.
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