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Accounting, Exchange Rates

• Balance of payments accounting
• Exchange rates
• Foreign exchange markets



Balance of Payments Accounting

CA       +    KA               + ORT                 ≡ 0
“current a/c”     “private financial a/c”      “official financial a/c”

CA ≡ NX + transfers + net income

NX ≡ EX – IM/ε

ORT  is changes in holdings of central 
banks, monetary authorities 



U.S. Current Account

Source: Economic Indicators, January 2017
https://www.gpo.gov/fdsys/browse/collection.action?collectionCode=ECONI



Financial Account

Source: Economic Indicators, January 2017
https://www.gpo.gov/fdsys/browse/collection.action?collectionCode=ECONI



Definitions

• Exchange rates: number of foreign 
currency units required to purchase one 
unit of home currency; also value of home 
currency. 

• E.g., from EU resident perspective: $/€, 
¥/ €

• E.g., from Chinese resident perspective: 
$/Ұ



Example: €/$
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The Dollar Exchange Rate
(vs. Euro, Trade Weighted basket)

Source: Federal Reserve Board via FRED
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The Dollar Exchange Rate
(Nominal vs. Real)

Source: Federal Reserve Board via FRED
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Dollar –Interest Rates
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