Chapter 6

The Price System at Work 

Reporter Bob Orr: If a fancy new import is on your holiday shopping list, expect to pay more. But American made cars are relative bargains. Thanks to a weak U.S. dollar, which makes imports expensive and domestic products more appealing. The same sagging dollar makes a European vacation pricey, but leaves foreign visitors to the U.S. flush with cash.

Male Speaker: When we got here, we can spend some money to buy like some clothes and some good stuff in here, which are not very expensive; they are more expensive in Poland.

Bob Orr: In theory, comparatively cheaper U.S. goods should boost domestic sales and push up profits, leading to new capital investments and more American jobs.

Female Speaker: Overall the weak dollar is positive for the U.S. economy. The U.S. economy really needs the weak dollar right now in order to spur growth.

Bob Orr: But the dollar has already hit record lows against the euro, down 23% in just the past two years, and economists warn a further slide in value could trigger a painful economic backlash.

Male Speaker: The problem is that if the dollar falls too fast, it could start to discourage foreign investment, and it also could start to have more of an upward impact on U.S. inflation.

Bob Orr: And the collapse of the dollar could drive up interest rates, burst the housing bubble, and wreck Wall Street.

But economists agree that the current state of our currency is nowhere near that dire. While a weak dollar may sound bad, it could provide a needed spark for the U.S. economy.
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