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leaves their capital reserves lowered, as well as their debts. For the purpose of being able
to finance their debts, country's raise interest rates to attract investors. However,
investors are also concerned with currency rates. Raising rates discourages investors from
buying your currency. For example, if the US raises its interest rate from 5 to 10%,
investors who normally trade in US bonds will start to seek to invest in bonds of non-US
countries. If they buy bonds of higher interest rate countries, it will draw foreign investors
from their bonds of the lower interest rate countries. This happens because the buying
power of the currency is lowered by raising its interest rate. Another example of a currency
war is when a country decides to devalue its currency, because it wants to increase
exports and cut imports. In this case, the country's capital reserves are increased. The
country can provide more loans to its people and increase its government's spending. If it
lowers interest rates as well, the more people will borrow money in the country, and more
people will be able to buy the cheaper goods and services being produced. This increases
economic growth in that country.
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