Discussion 1 – 200-word minimum

What are the implications of other nations acquiring a large amount of U.S. Treasury bills on the U.S. exchange rates? If China did this would it increase their military position in Asia? If you were in Congress, how would you negotiate trade agreements to mitigate against adverse consequences?

"What are the implications of other nations acquiring a large amount of U.S. Treasury bills on the U.S. exchange rates?"  Analyze the question in terms of the key elements in bold.  Then expand this line of thought to consider the implications for the capital and financial accounts and the current account. Then continue on going into the implications for Congressional policy making... keeping the focus upon the economic rather than the political.

Please review and ensure that the following is commented upon and completed:
1. What are the implications of other nations acquiring a large amount of U.S. Treasury bills on the U.S. exchange rates?
2.  If China did this would it increase their military position in Asia?
3.   If you were in Congress, how would you negotiate trade agreements to mitigate against adverse consequences? 
4.   Review your text and other sources and provide a 200 word answer.

According to the U.S. Treasury, foreign holdings of treasury securities were about $5.8 trillion, of which China holds just over $1.3 trillion (and Japan just under $1.2 trillion).  Foreign holdings are about 33% of the total and China about 7,4%... and the question can always be asked whether a debtor or creditor really has influence when you are talking about numbers with 12 zeroes in them!"  Recall that the total debt even then was around $17.4 trillion.

The argument must be based upon economic reasoning – don’t repeat political statements and hyperbole.



Discussion 2 – 200 word minimum
[bookmark: _GoBack]Compare the risks of borrowing in the form of debt and receiving FDI in the form of equity.  If debt is generally considered riskier to borrowers than equity, why is so much borrowing by foreign nations in the form of debt rather than equity?
Keep in mind that it is countries and macroeconomics rather than companies and microeconomics that are the focus of this chapter.  So why is borrowing in the form of debt riskier for a nation?  There is really a great deal of this chapter that delves into this question.  

You might start by considering how debt and equity are employed as elements of financing and FDI.  Then think about what might happen to increase or decrease the riskiness of the loan or equity investment to the borrowing country.  Perhaps put yourself in the shoes of the ruler of a developing country, maybe one that depends upon a single agricultural product or extractive industry, say upon pineapples or paladium.
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