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you have to adjust how you stand on the beam in order to keep it balanced (i.e., raising 

interest rates), but then as the beam swings to the other side, you have to adjust again 

in order to prevent recession (so, lowering interest rates).  

The second major effect that interest rates have is on the value of currency. Raising 

interest rates tends to cause the currency to increase in value, because there is greater 

demand by investors to have that currency. Lowering interest rates causes investors to 

search for higher returns elsewhere, leading to less demand for the currency, and thus a 

lower value. So through interest rates, central banks can also affect the value of their 

currency, which can be important if a country exports a lot to the rest of the world, or 

needs to import crucial goods.  

I’ll end with that to let you contemplate all of that information… 

From EnglishWaves Radio, this has been EconoMag thanks for listening.  

 


