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The Macroeconomics of Royal Weddings and International Trade
Please, refer to the attached DB article Prince Harry Potter to Marry Jenna Bush [by Malcolm Drury] to answer the following:
1. Suppose that in addition to hosting the wedding, Wal-Mart is granted tax subsidies to expand its chain to UK. 
· How would the Wal-Mart value change? What market variable would show this change? [Hint: think of expected changes in Wal-Mart stock valuation, and provide a graph of a linear approximation]
· What are the possible risks involved in expanding into UK? 

· How would the aggregate supply in UK change?
· How would the demand for imports change if Wal-Mart is successful? How would aggregate demand change?

· What can you say about the relative price of retail goods in the two countries after the chain starts UK operations?

2. Suppose that after visiting the ranch in Texas Prince Charles became obsessed with real Texas barbeque and announced that he could not live without it. Suppose UK citizens follow the clothing habits and the eating preferences of the royal family closely. How would this abrupt change in preferences be reflected by macroeconomic variables? 
3. After being told his hairstyle was dorky, Prince Harry ran an intensive media campaign to promote his hairstyle in US and UK, and in 5 years UK became the hair styling center of the world. How would this development affect exchange rates? What if Prince promotes the auto industry?

4. Due to these favorable economic consequences of the wedding and the increasing number of weddings between UK and US party animals the leaders of both countries decided to form an economic and currency union. Comment on the possible economic criteria of this union. How do you think the following will be affected if such an alliance is indeed established?

· Labor Mobility

· Exchange Rates [hint: for short run analysis, treat the exchange rates as fixed]
· Monetary Policy

· Fiscal Policy

        - Why would US not want this and UK would? (Economically)

5. Suppose this favorable atmosphere was violated by the Prince’s drug habits, and drug traffic into the UK increased. In response, UK enacted tighter customs laws and regulations. How would this development affect UK trade? UK Income? CA consumption of medical marijuana? 
