A Canadian zarif{ recuziicn reduces tme <ost of fareige goods anc

thus, finerszses imagris. It smould e ngted, hRawever; inat iha
imzares oF many ftpmy, osuct 23 ofl, are dnstituvisnelly celsmmineg,

witicn means jucgment. Mush be  used when agsassing the impact of

TaprfFFs.
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1.2.1.2 Fricas - & change in Irace irices has effesis tnrcugnoyt TUL
Altared trace prices will immediactaly ¢hanga the curreAt dollar vaiue
of Flaws of traaed gaods. Different trade prices will alse have an

imaacs on real side variaales such z3 exagris.

An important ¢istinesian between TIM and other madaels is Imax
a ghange im ihe trade prices will influence the averall price lavel
sirce in%gress rates are the primary palicy variaghle, nat meney
supaly, Tris resuly wiil di?%er from many =heqretifil recels and a
few agplisd models, Yzezyse 1M thess, the grita lavel is gazarminas

falely By the maney suasly.,  ir TIM, the overgll prige Teval Vs 2

waighted average oFf ail the fn¢ividual prices in the ecynemy. Ezca oF.

these s gesarmined By faclors unfque o it3 circumssancas, 7RIS
means §hat fF £9e tariff g reduced, thé <9st of purchasing-a foreign
gocd goes down and ¥ the price of tne foreign good Fascs direcily
ints ene €F1 or 15 used as an rgut in the Jrodustiss Y 3 domesTic
gaod, thenm tne Laradian pica teval will ga down. Trhis dawnward
influence an the price level is guitg imporzant in  ynaerstanging =nd
results of =nfs $iudy Qecguse changes in the price level have very

significant affecss on real ecanomis aciivily,

4 zazafies explanation of e worxings of the price sysizm in
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