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[0 O On the other hand[ if some countries intervene unilaterallyl] nominal exchange rates areaffected] goods
priced in the currency of those countries become cheaper when purchasedwith dollars. The experience of the 1930s
shows that this sort of situation breeds tradedisputes and can trigger a protectionist response.[] [J So what can be
done to discourage the U.S. from retaliating against countries that pushdown the value of their own currenciest]
The most important tool for resisting protectionistsentiment in the 1930s was a monetary policy that promoted
economic growth. Such policiesworked during that eral] when prices were falling and unemployment was
unusually high and the situation is similar today if not as extreme. If fears of deflation were to subside
andemployment were to expand more rapidlyd the pressure for a protectionist response fromWashington would
dissipate. When the economy is performing wellC1 currency disputesbecome background noise 2. 0 [0 [0 1 ?
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