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Wellness-mindfulness

Conscious breathing

Before you begin, do the following mental 
activity that will help you to improve your 
concentration.

https://youtu.be/oq-klVxvm5g

https://youtu.be/oq-klVxvm5g


In this second week, we will explore how governments have many political 
and economic reasons for intervening in international trade. Not only that, 
but also you will learn about the different strategies and foreign direct 
investment and how this involves with the global financial environments. 



There is a wide range of policy 
instruments that governments use 
to intervene in international trade. 
The main seven instruments are 
tariffs, subsides, import quotas, 
voluntary export restraints, local 
content requirements, 
administrative policies, and 
antidumping duties, such as the 
following.



A tariff is a tax levied on imports or exports. Tariffs fall into two 
categories and in most cases, tariffs are placed on imports to 
protect domestic producers from foreign competition by 
raising the price of imported goods. 



In general, two conclusions can be derived from an economic analysis 
of the effect of import tariffs.



Moreover, these are the general explanation for the rest of the instruments 
of trade policy.



Reflect on what you have learned 
and answer the following activity:

Imagine you are planning to 
expand a local preserves 
business. Research the main
instruments of trade policy in 
at least three countries. 

What are the main challenges
Mexican traders face when
trying to export goods?

●

●
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The past 35 years have seen a marked increase in both the flow and stock of FDI in the world economy. 
The average yearly outflow of FDI increased from $25 billion in 1975 to $1.6 trillion in 2012. Over the past 30 
years, the flow of FDI has accelerated faster than the growth in world trade and world output. As a 
result of the strong FDI flows, by 2011, the global stock of FDI was about $21 trillion. The value added by 
multinationals (revenues of fewer outside purchases of material and services) reached $7 trillion in 2011, 
roughly one-tenth of global GDP. Clearly, by any measure, FDI is a very important phenomenon.

O'Neil, S. (2013). Foreign Direct Investment and Jobs in Latin America.
Retrieved from https://www.cfr.org/blog/foreign-direct-investment-and-jobs-latin-america



The form of FDI: acquisitions versus Greenfield investments

FDI flows into developed nations differ markedly from those into developing 
nations. In the case of developing nations, only about one-third or less of FDI is 
in the form of cross-border mergers and acquisitions, simply because there are 
fewer target firms to acquire in developing nations.



These theories approach FDI from three complementary perspectives.



The main benefits of inward FDI for a host country arise from many factors, including 
the resource-transfer effects, employment effects, balance of payments effects, and 
effects on competition and economic growth. Let's see what they all are about.



There are a few costs of FDI 
that still concern most host 
countries, which generally 
arise from possible adverse 
effects on competition 
within the host nation, and 
the perceived loss of 
national sovereignty and 
autonomy.



We now turn our attention to the various 
policy instruments that home countries 
and hosts countries can use to regulate 
the inflows and outflows of FDI.



Reflect on what you have learned 
and answer the following activity:

Imagine you are planning to 
expand a local preserves 
business. Research the main
instruments of trade policy in 
at least three countries. 

What are the main challenges
Mexican traders face when
trying to export goods?

●

●



Global financial 
environments 

Week 2

International 
Business 

Management 



The foreign exchange market (also known as FOREX) is a market for 
converting the currency of one country into that of another country. 
An exchange rate is simply the rate at which one currency is converted 
into another. For example, CEMEX uses the foreign exchange market to 
convert the dollars it earns (document in Spanish due to availability)
from selling concrete in the United States into Mexican pesos.



The foreign exchange market is the primary institution for determining exchange 
rates, and the impersonal market forces of demand and supply determined the 
relative value of any two currencies (i.e., their exchange rate). It serves two main 
functions; first, to convert the currency of one country into the currency of another; 
and second, to provide some insurance against foreign exchange risk.

Currency conversion 



Insuring against foreign 
exchange risk: the second 
function of the foreign 
exchange market is to 
provide insurance against 
foreign exchange risk, 
which is the possibility that 
unpredicted changes in 
future exchange rates will 
have adverse 
consequences for the firm.



The nature of the foreign exchange 
market: it is physically nowhere, 
but always open somewhere in the 
world; it actually never sleeps. The 
market, thus, is just a global network 
of banks, brokers, and foreign 
exchange dealers connected by 
electronic communications 
systems. When companies wish to 
convert currencies, they typically go 
through their own banks rather than 
entering the market directly.



The international monetary system refers to the institutional arrangements 
that govern exchange rates. For instance, when the foreign exchange 
market determines the relative value of a currency, we say that the country 
is adhering to a floating exchange rate regime.

The Mexican peso and the world's 
major trading currencies (the US 
dollar, the European Union's euro, 
the Japanese yen, and the 
British pound) are all free to float 
against each other. Thus, you 
should always remember that 
their exchange rates are 
determined by market forces 
and fluctuate against each 
other day to day.



Many observers initially believed that the collapse of the Bretton Woods system in 
1973 would diminish the role of the IMF within the international monetary system, 
but that did not happen. The IMF's activities have expanded because periodic 
financial crises have continued to hit many economies, lending them money and 
requesting in return that the governments enact certain macroeconomic policies. 



While foreign capital entering a country can bring needed investment, 
it can also cause an economy to overheat by generating speculative 
bubbles. Thus, efficient and well-run capital markets are vital for the 
orderly functioning of the global economy.



Reflect on what you have learned 
and answer the following activity:

Stay updated. As a Mexican
businessperson, it is
recommended to always follow
the latest financial headlines and 
rate hikes, and one well-reputed
source to check constantly is the
Forex section at “El Financiero” 
newspaper. So, go ahead and 
bookmark it!



In this second week, we have learned about the wide range of policy 
instruments that governments use to intervene in international trade. 
Also, there is a market where the countries exchange their currencies, 
it is called “forex”. At the end, we learned about the benefits and costs 
of being a country into the global financial environment.  


