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<Abstract>

How to Teach Exchange Rates and the Foreign Exchange
Market?*

Kyungho Jang™*

Mankiw's Economics is one of the most widely adopted textbooks on economic
principles in universities. However, the translated versions of the textbook used in
universities often directly translate the American English edition, resulting in difficulties
for students in understanding the foreign exchange market-related content compared to
other economic principle textbooks. We have identified the necessary modifications when
changing the notation of exchange rates to be based on foreign currencies. Firstly, the
formula for real exchange rates was modified, enabling consistent explanations of real
variables. Secondly, when considering the loanable funds market, changing the notation
of exchange rates in the foreign exchange market can derive the general shape of
downward or upward sloping rather than vertical shape for both the demand and supply

curves even when determined by net capital outflow and net exports, respectively.

Key words: Economic education, Foreign exchange market, Loanable funds market,

Exchange rate

Qd4 2023\ 07€ 20Y AAFY: 20231 7€ 239 ~ 2023 8¥ 4

AASA: 20233 08 06

* This work was supported by INHA UNIVERSITY Research Grant. This paper has benefitted
from many valuable comments by three anonymous referees. I am completely responsible for
any remaining errors and deficiencies.

** Professor, Dept. of Social Studies Education, Inha University (kjang@inha.ac.kr)



