Foreign Exchange
Investigating the Economy of Foreign Nations
Related New York Times Article"Dollar Hits 2-Year High Against Euro", By EDMUND L. ANDREWS, November 10, 2005

Author(s): Bankstreet College of Education, NYT
Grades: 6-8, 9-12

Subjects: Economics, Geography, Mathematics, Teaching with The New York Times

Overview of Lesson Plan:In this lesson, students share ideas about the values of foreign currencies relative to the U.S. dollar. They then research the economy of a foreign country and prepare an appropriate budget for one month study abroad. They synthesize their learning by reflecting on what life would be like if they were to live on $100 a week in a foreign country.

Suggested Time Allowance:1 hour

Objectives:
Students will: 

1. Share ideas about the relative value of foreign currency. 

2. Learn about the current state of the euro by reading and discussing the article "Dollar Hits 2-Year High Against Euro." 

3. Prepare a budget for a one month stay in a foreign country. 

4. Write a reflection paper considering life on a budget of $100.00 per week in a foreign country.

Resources / Materials:
- large pieces of poster board or chart paper (one per small group) 

- thick markers (one per small group) 

- pens/pencils 

- classroom board 

- calculators 

- budget worksheets (one per student) (A sample budget worksheet can be found at http://www.betterbudgeting.com/freeworksheets/monthlyspending.html) 

- copies of the article "Dollar Hits 2-Year High Against Euro," found online at http://www.nytimes.com/learning/teachers/featured_articles/20051110thursday.html (one per student) 

- resources for researching foreign currencies such as periodicals, encyclopedia, travel guides and computers with Internet access

Activities / Procedures:
1. WARM-UP/DO-NOW: Before class, create a chart on the board titled, "Comparing Currencies" with three columns, one labeled "Country," the second labeled "Currency," and the third labeled "More, Equal or Less." Group desks into small clusters of three or four, and place a piece of poster board or chart paper and a thick marker on each grouping of desks. On the board, write the following prompt for students to respond to upon entering class: "What are some foreign currencies? Name the country and the currency. For each one, indicate whether you think it is worth more than, equal to or less than the U.S. dollar." After a few minutes, ask students to share their responses and write them on the board. As a group, have students discuss why they think certain currencies are valued higher or lower? Did the class reach consensus on their opinions? What factors can they point to in their opinions about the relative value of each country's currency?

2. As a class, read and discuss the article "Dollar Hits 2-Year High Against Euro" http://www.nytimes.com/learning/teachers/featured_articles/20051110thursday.html, focusing on the following questions:  

a. Why did the dollar rise on November 8 and against what currency? 

b. Against what other currency did the dollar gain strength?

c. Why does the article suggest caution in interpreting the change? 

d. What factors might have led to the recent decline of the euro?

e. What recent issue has dominated the foreign exchange markets, and why?

f. In what way did Hurricane Katrina impact the global economy? 

g. What factors does the article point to in characterizing the United States' current economic health?

h. In what way are Asian banks contributing to the U.S. economy?

i. How much has the euro fluctuated between September of November 2005?

j. Why does Ashraf Laidi suggest that recent events in France have contributed to the fall of the euro?

k. What contrasting predictions do Mr. Laidi and Edward Yardeni make? 

l. What final prediction does Ian Shepherdson make about the rise of the dollar and the U.S. economy?

3. Explain to the class that they will work in groups to imagine that they are about to spend one month studying in the capital city of a foreign country. Before they leave, they have to prepare a budget that takes into consideration the economy of that country, as well as a well-considered outline of anticipated expenses. To begin, divide the class into small groups of 2 or 3 students. Assign each group a region (seen below) and have them choose one foreign country in that region to "visit". They may begin their investigations with the questions for consideration (listed below and provided as a handout for easier student access). (Information and statistics about national economies may be found on the website of each nation's consulate.)

1. REGIONS - North and Central America  - South American and the Caribbean  - Western Europe  - Eastern Europe  - Middle East and North Africa  - Sub-Saharan Africa  - Central Asia  - Southeast Asia  - Pacific Islands  - Australia and New Zealand

2. QUESTIONS FOR CONSIDERATION

a. ECONOMIC PROFILE  - What is the current currency?  - What was the currency in that country in 2000?  - What is the current rate of exchange for US$1.00?  - What was the rate of exchange for US$1.00 one year ago?  - If it has changed significantly in the last year, what precipitated the change?  - What is the average annual income in that country?  - What is the average cost of a meal?  

b. NATIONAL AND LOCAL PROFILES  - What is the capital city?  - Where in the country is the capital located?  - What type of government currently runs the country?  - Who is the national leader?  - Have any events occurred in the nation in the last year that might affect its economy (natural disasters, political unrest, upcoming elections, etc.)?  - Does the city have mass transit (buses, metro, etc.)? If so, what is the cost for a one-way trip?  - What U.S. companies sell their products and/or services in that country (such as McDonald's, Gap, Starbucks)? Can you find the relative costs of buying a product from one of these companies in U.S. dollars and the foreign currency?

c. BUDGET CONCERNS  - What necessary expenses must you prepare for (food, lodging, mass transit, Internet access, phone, etc.)?  - What luxury expenses might you plan for (phone, entertainment, shopping, restaurants, etc.)?  - What emergencies should you prepare for (doctor visits/injury, prescription medicine, transportation if lost, etc.)?

3. WRAP-UP/HOMEWORK: Based on the information gathered in class, have students imagine that they are traveling to that country. Tell them they will have $400.00 ($100.00 per week) as spending money. They must first determine the amount they have in the foreign currency. Then they will keep a precise budget of expenses over one week, charting each expense, its cost in U.S. dollars and its comparative cost in the foreign currency (costs applied to credit cards included). If possible, instruct them to go grocery shopping with their parents to determine the costs of basic food items they might buy. At the end of the week, they will calculate their totals and determine the relative costs over the period of one month. Students will then write a reflection paper that examines the following (provided as a handout for easier student access):  - Would you have enough money to survive for one month in that country on your budget?  - Would you have any money left over?  - What expenses did your parents or caretakers cover that you might have had to cover in the foreign country?  - How, if at all, might your life might be different on that budget?  - What additional things might you be able to buy or do?  - What things that you currently buy or do would you have to cut from your routine?

Further Questions for Discussion:
- What is the difference between inflation and stagflation? 

- To what degree do changes in the global economy affect your own life and that of your community? 

- To what degree do changes in your community's local economy impact the global economy? 

- How, if at all, does the economy of a foreign country influence your thoughts about traveling or living there?

Evaluation / Assessment:
Students will be evaluated based on participation in the initial exercise, thoughtful participation in the group work and thorough completion of their budgets and reflection papers.s

Vocabulary:
propelled, pessimism, fixation, indebtedness, unalloyed, interest, investors, manufacturers, decline, gloom, stalemate, regulations, inception, surge, dominant, stagflation, buoyed, inflationary, trumping, deficits, denominated, securities, forecasting, analysts, poised

Extension Activities:
1. How and why did the euro come into being? What was the rationale for combining currencies? What controversies surrounded the inception of the euro? What are the criteria for being accepted as a user of the euro? Which countries currently use it, and why? Which have declined to use it, and why? What other countries are eligible to use it? Write a report of your findings.

2. Investigate one country's transition from their previous currency to the euro. What currency did the country have previously? What was the state of the nation's economy before its transition to the euro? What national factors led to its decision to combine its currency? What national debates/controversies arose as a result of the decision? What is the state of the nation's economy today? Write a report of your findings that includes visuals such as graphs and charts with the relevant data. Include a brief summary of your predictions for the nation's economy over the next five years.

3. Create a "How It Works" poster about the U.S. Mint. How is currency minted? How does the mint control and/or manage a country's currency, and why? How are currencies protected for counterfeiting? Present posters to the class.

4. Prepare an illustrated timeline of the U.S. dollar's value since 1900. What events impacted its rise and fall? Investigate one event in greater detail to discover how the dollar's rise or fall impacted the general public. Did it increase wealth to segments of the population or the nation at large? Did it lead to greater poverty to segments of the population or the nation at large? What steps, if any, were taken to balance the economy after a sharp decline in the dollar's value? Present timelines to the class.

5. Prepare a glossary of economic terms used in the article, such as, interest rate, debt, inflation, stagflation and current account. Provide the completed glossary to the school library as a reference.

6. How and why do natural disasters affect local and global economies? Research a major natural disaster, such as the recent earthquake in Pakistan, Hurricane Katrina and the Indian Ocean tsunami. What specific aspects of the local economy were affected? What corresponding impact did it have on the global economy? What provisions, if any, were in place in preparation for such a disaster? What steps were taken (or are being taken), if any, to rehabilitate the economy following the disaster? Write a report of your findings.

Interdisciplinary Connections:
Fine Art - How are the designs of currencies created? Choose one nation's currency to investigate, and select one denomination (either coin or paper money). What are the informational elements on the piece? What are the decorative elements on the piece? What is each element's relevance to that country? Are there any symbolic elements on the currency? If so, what are they and what do they symbolize? Are there any elements on the currency designed to keep it from being counterfeited? Write a short report on your findings. 

- Imagine that you are charged with designing a new denomination of currency for a nation (i.e., a $3 bill or coin). Create your design using the information you know about the nation's culture and history.

Geography - Create color-coded maps of the world's strongest, fastest-growing economies and its weakest, most stagnant economies. Do any patterns emerge? What factors have contributed to the relative success and failures of the various economies? Compare the two maps and discuss the findings.

Global History - Museums in many countries maintain collections of coins from their societies' ancient past, which historians use as evidence in their studies of historic times and places. What, how and why can we learn from coins? Consult a museum's coin collection online (such as the Hermitage Museum, Museum of Fine Arts in Boston, or the Arthur M. Sackler Museum at Harvard University) to discover what kinds of information they have been able to glean from ancient coins. Write a letter to a curator of or specialist in numismatics asking for a tour of his or her collection.

Teaching with The Times - Read the Business section of The Times every week for one month for reports on changes in a country's currency. At the end of the month, write a reflection that summarizes the main issues that arise. To order The New York Times for your classroom, click here.

Technology - How did the Internet impact the global economy? What countries have benefited economically from the advent of the Internet, and in what ways? What specific evidence can you find to support your claims. What predictions have been made about the ongoing success or failure of that region as a result of its current economic status? Write a report of your findings.

Academic Content Standards:
This lesson plan may be used to address the academic standards listed below. These standards are drawn from Content Knowledge: A Compendium of Standards and Benchmarks for K-12 Education: 2nd Edition and have been provided courtesy of the Mid-continent Research for Education and Learning in Aurora, Colorado.
In addition, this lesson plan may be used to address the academic standards of a specific state. Links are provided where available from each McREL standard to the Achieve website containing state standards for over 40 states. The state standards are from Achieve's National Standards Clearinghouse and have been provided courtesy of Achieve, Inc. in Cambridge Massachusetts and Washington, DC.
Economics Standard 10 - Understands basic concepts about international economics. Benchmarks: Knows that exports are goods and services produced in one nation but sold to buyers in another nation; Knows that imports are goods or services bought from sellers in another nation; Understands that international trade promotes greater specialization, which increases total world output, and increases material standards of living; Understands that extensive international trade requires an organized system for exchanging money between nations; Knows that despite the advantages of international trade, many nations restrict the free flow of goods and services through a variety of devices known as "barriers to trade" for national defense reasons or because some companies and workers are hurt by free trade; Understands that increasing international interdependence causes economic conditions and policies in one nation to affect economic conditions in many other nations

Geography Standard 11 - Understands the patterns and networks of economic interdependence on Earth's surface. Benchmarks: Understands the spatial aspects of systems designed to deliver goods and services (e.g., the movement of a product from point of manufacture to point of use; imports, exports, and trading patterns of various countries; interruptions in world trade such as war, crop failures, and labor strikes); Understands issues related to the spatial distribution of economic activities; Understands factors that influence the location of industries in the United States; Understands the primary geographic causes for world trade; Knows primary, secondary, and tertiary activities in a geographic context

World History Standard 44 - Understands the search for community, stability, and peace in an interdependent world. Benchmarks: Understands influences on economic development around the world; Understands the emergence of a global culture

Grades 9-12  Economics Standard 10 - Understands basic concepts about international economics. Benchmarks: Understands that trade between nations would not occur if nations had the same kinds of productive resources and could produce all goods and services at the same real costs; Knows that a nation has an absolute advantage if it can produce more of a product with the same amount of resources than another nation, and it has a comparative advantage when it can produce a product at a lower opportunity cost than another nation; Knows that comparative advantages change over time because of changes in resource prices and events that occur in other nations; Knows that a nation pays for its imports with its exports; Understands that public policies affecting foreign trade impose costs and benefits on different groups of people

Geography Standard 11 - Understands the patterns and networks of economic interdependence on Earth's surface. Benchmarks: Knows the spatial distribution of major economic systems and their relative merits in terms of productivity and the social welfare of workers; Understands the historical movement patterns of people and goods and their relationships to economic activity; Understands the relationships between various settlement patterns, their associated economic activities, and the relative land values; Understands the advantages and disadvantages of international economic patterns

World History Standard 44 - Understands the search for community, stability, and peace in an interdependent world. Benchmarks: Understands rates of economic development and the emergence of different economic systems around the globe; Understands major reasons for the great disparities between industrialized and developing nations; Understands how global political change has altered the world economy

