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PREFACE

This book presents a systematic program of study intended
primarily for students majoring in English philology and translation.

It is composed of 15 units and 10 diagnostic tests. Each unit
comprises three basic reading strategies: Before You Read, Reading
and After You Read. The tasks are unified and interspersed throughout
the unit according to the strategy they belong to. For example, the
before you read strategy is followed by concept mapping,
brainstorming, skimming the text, vocabulary previews, pre-questions,
definition, characteristics and experience activities. We have taken
great care to ensure that learners will be able to advance through the
content with great ease due to a number of speech-stimulating,
discussion and writing assignments. At the end of each unit there is a
quiz with particular emphasis on comprehension, language and
translation skills. This workbook has been designed to be effectively
used both in the classroom and for self-study.
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DIAGNOSTIC TEST #1

The statements below describe price movement. Match the
statements with the underlined words and phrases below.
went up a little

went up a lot

went down a little

went down a lot

stayed about the same

o0 T

=

Gold shares tumbled in early trading today.

Shares in Volkswagen eased after their earnings announcement.

3. The Dow Jones Industrials were slightly stronger after the long
weekend.

4. The FTSE suffered a setback after inflation figures were released.

5. In Tokyo today, the Nikkei shot up after auto sales numbers were
aired.

6. Toyota shares rocketed to a new high.

N

Recall the basic terms relating to the topic.
Written assignment:
Write a brief essay on «Stock Market and Pricing» (length: 200 words).

DIAGNOSTIC TEST # 2

Complete each sentence below with one of the following words:
debts, loan, deposit, loan, fees, cash, currencies, income, capital,
fund, installments, pension

1. A person's money invested in their company is known as their

2. A written plan for estimated income and expenses is called a

3. Formally returning part of a payment is called a

4. Regular part payments of loans or debts are called
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5. Doctors, lawyers and professionals are paid
6. Money to be used for pension payments is kept in a pension
7. The money needed or used to start a company is called

8. Money placed in banks and savings institutions is known as a

9. Money paid to retired people by the government or companies is
called a

10. The money earned by and paid to office and professional workers
is called a

11. The money earned and pald to workers for manual labor is called

12. All the money received by a person or company is known as

13. Borrowed money that has to be paid back is a

14. Money borrowed from a bank is a
15. The UK pound, European euro, Mexican peso, and US doIIar are
all

16. Money in notes and coins is known as

Recall the basic terms relating to the topic.
Written assignment:
Write a brief essay on «Money: Functions» (length: 200 words).

DIAGNOSTIC TEST # 3

Marketing pairs with many other words to describe the field that is
much more than just advertising and sales.

1.A for a product is the people or organizations who buy it
or may buy it, or an area where it is sold.

2. A is one where things are bought and sold freely and are
not under government control.

3. In a market economy, prices are decided by , the factors
that influence the demand for things, their availability and their price.
4. means the same as market.
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5 A is one that has been set and decided by the market, not
in some other, for example, by the government.

6. The gathering of information about markets, products and
consumer; on what people want need and buy; and why they buy one
product versus another is called

7. Companies that are quick to respond to the needs of a market are
often called market-led, market-oriented or

8. The art and science of determining consumer preferences prices and
how to best design, build and sell products is called

Recall the basic terms relating to the topic.
Written assignment:
Write a brief essay on «Marketing» (length: 200 words).

DIAGNOSTIC TEST #4

To which sentences do these words refer? Enter the correct answer.
market growth

market segment

market share

market leader

1. A or market sector is part of a larger market.
Trucks, for example, are seen as a segment or sector of the overall
market for vehicles.

2. The proportion of sales that a company or product has in a particular
market is called its

3. The is the company or product with the biggest
share of the market.
4. is the rate at which the overall market for a product

is growing (or not).

Recall the basic terms relating to the topic.
Written assignment:
Write a brief essay on «Stock Market» (length: 200 words).
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DIAGNOSTIC TEST #5

Describing Costs

Fill in the blanks in the sentences below with the words on this chart:

return on investment break even  indirect costs fixed costs

overhead costs gross margin cost  structure  unit  cost

economies of scale  profit margin variable costs costs mark-up

direct costs

1. The money that a company spends in order to produce its products
or services are its .

2. do not vary in relation to the output level of goods
or services - they remain the same.

3. Costs that vary according to the amount of goods and services
produced are called :

4. are directly related to the products or services
produced. These costs can include raw materials and wages.
5. are not directly related to the production of

products or services. They might include charges to pension funds
or social security taxes.

6. are used to measure the regular non-production
related costs of running a business. These costs might include
marketing and R & D expenses - or even rents and/or property taxes.

7. The cost of producing one product (one car, one computer, one air

conditioner) is known as the for that product.
8. The theory that the larger the size of a production unit, the lower
the unit cost - is called . For example, in producing

one million cars, the unit cost would be much lower than if only one
car was produced.
9. When sales reach a level where revenues match costs, a company
or product can be said to :
10. is the amount of money earned (profit) in direct
proportion to the amount of capital invested.
11. The difference between the selling price of goods and their
production costs, without taking into account other costs such as
marketing and general overhead is called the
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12. The or "net margin" is the difference between
the products total costs and its sales revenue

13. Margin is expressed as a percentage of the selling price. It can
also be expressed as a percentage of the total cost of a good, in
which case it is referred to as the

14. All of a company's costs tend to be unique as every busmess is a
bit different, with different products produced differently and
varied organizational structures and overheads. All of these costs
considered together make up a company's

Recall the basic terms relating to the topic.
Written assignment:
Write a brief essay on «Business Finance» (length: 200 words).

DIAGNOSTIC TEST #6

Complete the sentences below using these words
credits debits posted invoice

double-entry vouchers receipt journals

trial balance transactions transferred ledgers

1. Every purchase and sale that a business makes is recorded in the
order that they take place in

2. These temporary records are later entered or to the
relevant account book.

3. The account books are called

4. At the end of each accounting period, all the totals are
to the profit and loss account (British English) or income statement
(American English).

5. bookkeeping records the dual effect of every transaction
- a value both received and parted with.

6. Payments made or are entered on the left-hand
(debtor) side of an account.

7. Payments received or are entered on the right-hand
side of the account.
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8. Periodically, a Is done to test whether both sides of
the account book match - or "balance".
9. In most business , the seller of goods or services

sends the buyer a bill.
10. In accounting terminology, a "bill" is more commonly called an

11. When payment is made, the seller will issue a
acknowledging payment of the invoice.

12. Businesses must keep the receipts - know as to
support or prove an item in an account.

Recall the basic terms relating to the topic.
Written assignment:
Write a brief essay on «Financial Accounting» (length: 200 words).

DIAGNOSTIC TEST #7
a) Match these six accounting principles on the left with their

definitions on the right. Choose the correct response from the drop-
down list.

1. The separate-entity or|a. All transactions and other

accounting entity assumption items to be accounted for must
be in a single monetary unit
(currency).

2.The continuity or going- | b. An enterprise is an accounting

concern assumption unit separate from its owners and
creditors.

3.The unit-of-measure | c. Financial data must be

assumption reported for particular (short)

periods, which makes accrual
and deferral necessary.

4.The time-period or accounting | d. Revenue is realized at the
period assumption moment when goods are sold (or
change hands) or when services
are rendered.
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5.The historical cost principle e. The business will continue

indefinitely into the future.

6.The revenue or realization | f. The initial price paid for the

principle acquisition of assets is the one

that is recorded in accounts.
b) To which principles do these sentences refer? Give the correct

answer.

1. This accords with a company's legal status and an artificial person.

2. This implies that the current market value of fixed assets is
irrelevant, as they are not for sale.

3. This makes it unnecessary to estimate the current market values
every year.

4. This means that each company has its own fiscal year. (UK:
financial year)

5. This requires multinational companies to convert their consolidated
statements into a single currency.

6. This is why balance sheets often contain an entry for debtors: goods
that have been sold, but are not yet paid for.

Recall the basic terms relating to the topic.
Written assignment:
Write a brief essay on «Tax Accounting» (length: 200 words).

DIAGNOSTIC TEST #8

Match the underlined terms with the corresponding synonym,
definition or similar word or phrase.

factors of production climatebalance of trade

balance of payments quotas commodities

economies of scale  nationsprotectionism

division of labor tariffs barter/counter-trade

1. Countries import goods and services from abroad and export others
to the rest of the world.

2. Trade in raw materials and goods is called visible trade in the UK
and merchandise trade in the USA.
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3. The difference between total earnings from merchandise trade and
total expenditures from merchandise trade.
4. The_difference between total earnings from all exports and total
expenditures on all imports.
5. The direct exchange of goods without the use of money.
6. The favoring of domestic industry against foreign industry.
7. Some countries had certain advantages because their inputs (costs
of labor, raw materials, capital, etc.) may be less expensive.
8. The weather in some countries may give them an advantage in
agriculture and commodities.
9. The specialization of labor into more efficient sub-units.
10. High volume production can often create savings in unit costs
arising from large-scale production.
11. To protect domestic industries, some countries charge taxes on
imports.
12. Other countries will restrict the guantity of imports allowed to
enter their domestic markets.

Recall the basic terms relating to the topic.
Written assignment:
Write a brief essay on «International Trade» (length: 200 words).

DIAGNOSTIC TEST #9

Complete each sentence below with the words below:

actuary assessor branches risk agent adjuster
premium loss underwrite brokerage rates
comprehensive discounts  claim cover policy holders

1. A payment for an insurance policy is called a
2. insurance covers almost everything.
3. The guaranteed protection given by an insurance policy is called

4. are the people who have bought insurance from an
insurance company.

5. Reductions in price are called :
6. Prices are called in the insurance industry.
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7. Local offices of a large insurance company are called

8. Policy holders file a when they submit an appllcatlon
to their insurance company asking them to pay for loss or damage.

9. A company which buys and sells insurance policies is called a

10. Some companies insurance policies by guaranteeing
the funds to pay claims and assuming risk.
11. When something damaged or stolen the policy holder suffers a

12. An is employed by an insurance company to
calculate the level of risk and determine the price of premiums.

13. An determines the value of personal and real
property at the time an insurance policy is issued - or periodically.

14. An determines the value of a loss when a claim is filled.
15. An sells insurance policies for an insurance company

and normally works on a commission.
16. The possibility of loss or damage that is covered by insurance is
called

Recall the basic terms relating to the topic.
Written assignment:
Write a brief essay on «Risk and Insurance» (length: 200 words).

DIAGNOSTIC TEST # 10

A: Claims

A claim is an application for payment to reimburse a policy holder for
a loss they have incurred. The following verbs are commonly used
with claim.

to submit to accept to settle

to make aclaim to reject

Use the verbs above to fill the gaps in the sentences below. Put the
verbs into the correct form. Change to form of the verb as needed.

1. If you suffer a loss that is covered by your insurance policy, you
need a claim on your policy. (contact your insurance company and
tell them about the problem)
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2. Depending on the loss, it can take from a few days to a few weeks
a claim. (determine the outcome of the claim)

3. If the insurance company thinks that your claim is proper and that
your loss was covered they will your claim. (agree that your loss is
covered by your insurance policy)

4. You will need to fill out a form with all the details and your claim
to your insurance company. (give the form to them for their review)

5. If the insurance company does not agree with you they will your
claim. (turn down your request)

B. Liability

A liability is a responsibility for an event or action. People purchase
liability insurance to protect themselves, their families and businesses
in the event they are found responsible for damages or harm to another
person, property, or a business.

public
professional  liability personal
employer's
Match each of the "liability” word partnerships with the definition:
1. provides cover in case a member of the public has an accident.
2. covers a range of possibilities if your business is your livelihood.
3. provides compensation in situations such as death, injury or damage
to a third party.
4. means that when an employee has an accident at work, he can claim
compensation.

Recall the basic terms relating to the topic.
Written assignment:
Write a brief essay on «Fiscal Policy» (length: 200 words).
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UNIT ONE.
FINANCIAL SYSTEM

A.BEFORE YOU READ

1. CONCEPT MAPPING:

a) Develop a "mind map" around the notion “FINANCE” to
comprehend the relationship between the new concepts and the
concepts you know (see: the sample p.

2. BRAINSTORMING:

a) Examine the title of the selection you are about to read.

b) List all the information that comes to mind about this title.

c) Use these pieces of information to recall and understand the
material.

d) Use this knowledge to reframe or reorder what you know, or to
note what you disagree with, for further research.

3. SKIMMING THE TEXT:

Scan the text to comprehend the content structure.

4. VOCABULARY PREVIEWS:

Look up unfamiliar words before reading and give their definition to
improve your background knowledge and comprehension.

5. PRE-QUESTIONS:

Write out a series of questions you expect to be answered when
reading.

a) Can | find any necessary information for my future business
activities?

b) How can | take a bank credit?

c) What is the most efficient way to make money work?

6. DEFINITION:

a) What is finance?

b) How do you call money borrowed from the bank?

¢) What other types of money do you know?

7. CHARACTERISTICS:

How would I describe economics, financial institutions, stock
exchange?

8. EXPERIENCE:

a) What experience has my family had with loans?


http://www.studygs.net/mapping
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b) What is the role of the IMF in your country’s economic growth?

B. READING

a) Highlight signal words, main idea sentences, phrases, headings
and subtitles.

b) Pay attention to specific plans of paragraph or text organization.

c) Define the phrases in italics:

1.1. Finance allows these entities to use credit instead of cash to
purchase goods and invest in projects. For example, an individual can
borrow money from a bank to buy a home. An industrial firm can raise
money through investors to build a new factory. Governments can issue
bonds to raise money for projects. Finance plays an important role in the
economy. As banks, credit unions, and other financial institutions provide
credit, they help expand the economy by directing funds from savers to
borrowers. For example, a bank acquires large amounts of money from
the deposits of individual savers. The bank does not let this money sit idle
but instead provides loans to borrowers who might then build a house or
expand a business. The savings of millions of people percolate through
many financial institutions, spurring economic growth. A wide variety of
financial institutions have different roles in finance and the economy.
Some institutions, such as banks, link lenders and borrowers. These
institutions act as an intermediary among consumers, businesses, and
governments by lending out deposits. Other institutions, such as stock
exchanges, provide a market for existing securities, which include stocks
and bonds. Stock exchanges encourage investment because they enable
investors to sell their securities when the need arises. Many aspects of
finance are studied individually. Corporate finance centers on how
businesses can best raise and spend their funds. Public finance focuses on
the financial role of federal, state, and local governments.

1.2. How to Avoid a Tax Audit.
1.2.1. Make an English précis of the article.
1.2.2. Make a Ukrainian précis of the article.
One of the biggest fears when it comes to taxes is an IRS tax
audit. Here are a few simple tips on avoiding a tax audit.
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One of taxpayers’ biggest fears is being audited by the IRS
(Internal Revenue Service). Even if you’re confident that you’ve filed
your taxes correctly, in the back of your mind, you wonder when you’re
going to receive a phone call or letter from an IRS representative. You
can worry a little less this tax season. Here are some ways you can avoid
a tax audit. Certain types of taxpayers are more likely to be audited than
others. These include taxpayers who make more than $200,000, small
business owners and self-employed taxpayers, and taxpayers who could
be hiding taxable income overseas. One of the biggest triggers for a tax
audit is having high deductions compared to other taxpayers within
your same tax bracket. You can account for high deductions by
attaching a receipt or other documentation to your tax return. While
above average deductions can trigger an audit, being proactive and
providing proof will reduce your chances of being audited. Don’t be
afraid to deduct expenses that are legally deductible. Instead, make
sure you can justify the amount of your deduction. Write checks
whenever possible and keep a copy of the cancelled check in your
records.

Double check your math. Addition and subtraction errors are
common reasons for tax audits. They’re also easy to fix and avoid.
Check and double check your numbers to make sure you’ve included
the right ones. Use tax preparation software. Tax prep software like
TurboTax or H&R Block eliminates math errors that can lead to an
audit. They can also do an analysis of your tax return to let you know
any items that could trigger an audit. Be aware that even tax software
can’t completely eliminate your chances at being audited since the IRS
computers audit a number of random taxpayers every year.

Make sure you report income and interest from any 1099s you
receive. The IRS software does a check to make sure the income reports
on the 1099s it received for your social security number matches what
you reported. Discrepancies could trigger an audit. If you believe the
amount on your 1099 is an error, contact the issuer to have it corrected. If
that is unsuccessful, you should contact the IRS by calling 1-800-829-
1040. Use a reputable tax preparer. You never know what type of
reputation a certain tax preparer has built with the IRS. Your tax preparer
should be experienced with filing the type of return you need. Find out
that preparer’s audit record. Be wary of choosing tax preparers with high
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audit rates. Ask that your tax preparer not make assumptions or
conclusions about your records. Instead, request the preparer call you with
any questions. File at the last minute. The IRS receives numerous returns
on April 15 and can’t scrutinize them the same way returns filed on
February 1 may be. That’s not to say you can avoid an audit all together
by filing later. You just reduce the risk.

Report all sources of income including child support, alimony,
and cash receipts. Child support and alimony received will be tied to
your social security number, so the IRS will already know about it.
Though you might think getting paid under the table will keep you
from paying taxes, the IRS can find out about cash receipts. For
example, if you deposit cash into your checking account, an audit will
raise the question of where the deposits came from. File your income
taxes. No matter what you think or feel about paying taxes, you’re
legally required to do so. Avoiding paying taxes is a crime and if
you’re caught, you’ll face criminal charges and monetary penalties. On
top of that, you’ll have to repay the taxes you should have paid during
the time you avoided paying taxes. A good example of this was the
singer Willie Nelson, who in 1993 had to pay $16 million to the IRS
for evading taxes.

1.3. UBS plunged deeply into crisis.
1.3.1. Give a written translation of Paragraph I.

UBS was plunged deeper into crisis on Saturday after the Swiss
bank’s board announced the departure of Oswald Griibel as chief
executive and appointment of Sergio Ermotti as his interim successor.
The move followed this month’s revelation of a $2.3bn loss because
of a rogue trader at the group’s investment bank, and was every bit as
dramatic as Mr Griibel’s surprise return from retirement in February
2009 to turn around the beleaguered Swiss bank. Mr Griibel has come
under pressure because of the loss and had acknowledged ultimate
responsibility rested with the chief executive. But his departure came
as a major shock. Kaspar Villiger, UBS chairman said in a conference
call Mr Griibel had left voluntarily. The board had suggested he remain
at least until the bank’s next shareholder’s meeting in April, but Mr
Gribel had declined. The timing for Axel Weber, the former
Bundesbank president who will join UBS next year as deputy chairman


http://www.ft.com/cms/s/0/01fb8356-e03e-11e0-ba12-00144feabdc0.html
http://www.ft.com/cms/s/0/6834127e-e209-11e0-9915-00144feabdc0.html
http://www.ft.com/cms/s/0/6834127e-e209-11e0-9915-00144feabdc0.html
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and take over from Mr Villiger in 2013, would not be brought forward,
Mr Villager added.

Mr Grubel said in a letter to staff that as CEO, he bore “full
responsibility for what occurs at UBS”. The departure followed a two-day
meeting of UBS’s board and top management in Singapore, where the
group had assembled for events around the Formula 1 Grand Prix race,
which the bank sponsors. However, after the rogue trading news, the
meetings were wholly overshadowed by debate about inadequate risk
controls, the future of the group’s investment bank and, ultimately, Mr
Griibel’s own fate. UBS’s one page announcement of his departure made
no mention of Carsten Kengeter, the 44 year old head of investment
banking and in theory the manager most directly responsible for problems
at the unit.

The conference call confirmed Mr Kengeter would remain in
place, and Mr Villiger praised the latter’s efforts in coping with the
crisis. “Carsten Kengeter and his team did an excellent job to deal with
the crisis”, he said, noting particularly their speed in closing positions
had helped minimise UBS’s loss. “The board regrets Oswald Griibel’s
decision. Oswald Gribel feels that is his duty to assume responsibility
for the recent authorised trading incident. It is testimony to his
uncompromising principles and integrity”, said Mr Villiger. “We
could not convince him. We had to accept his decision with regret, and
with respect”, he added. Mr Ermotti had been tipped as a potential
future chief executive, having previously been deputy head of Italy’s
UniCredit and, before that, co head of global equities at Merrill Lynch.
But he only joined UBS last April and had been keeping a low profile
as chairman of Europe.

UBS said its board would “continue the ongoing internal and
external evaluation process to find a permanent successor as group
CEO.”

Mr Villiger implied a final decision would be made within no
longer than six months, and that Mr Weber would be involved. But he
implied Mr Ermotti’s appointment would be confirmed. As expected,
the broad repeated its commitment to UBS’s integrated bank strategy
of private banking, investment banking and asset management, and
rejected calls, made particularly by some Swiss politicians, for an exit
from volatile investment banking. However the bank said the board
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had asked management to “accelerate” the bank’s “client-centric
strategy, concentrating on advisory, capital market and client flow and
solutions business.” That implied a reinforcement of an already
indicated diminution of business in so called FICC — fixed income,
currencies and commodities — a major part of the investment bank that
accounts for a disproportionately large amount of regulatory capital.
“This strategy is consistent with the industry’s changing capital
requirement and will lead to a reduction in complexity”, added Mr
Villiger.

“We are committed to further expanding our already leading
global wealth management franchise. The investment bank will
continue to strengthen its alignment with UBS’s wealth management
business, in addition to serving its corporate, sovereign and other
institutional clients”, he said. “In future, the investment bank will be
less complex, carry less risk and use less capital to produce reliable
returns and contribute more optimally to UBS’s overall objectives”, he
added. Further details will emerge on November 17, when the bank
makes a series of presentations to investors in New York. The group
wrote off more than $50bn in the credit crisis and had in October 2008
to early on the Swiss government for a bail-out, while some of its most
toxic securities were transferred to a special fund owned jointly with
the Swiss National Bank. Mr Villager said Mr Griibel would receive
no severance pay, but receive six months of his SFr2m annual base
salary. Following the sharp fall in UBS’s share price, it is unclear
whether the UBS share options he received on joining retained any
value.

C. AFTER YOU READ
a) What is the author trying to say?
b) Relate the information given in the article to a wider context.

D. LANGUAGE FOCUS

a) Make it negative:

1. We are committed to reducing (expanding) our already leading
global wealth management franchise.

2. Following the sharp rise (fall) in UBS’s share price.

3. Further details won’t emerge on November 17.
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b) Paraphrase the following paragraph:

In future, the investment bank will be less complex.

c) Relate the action to the past/present/future:

1. Mr Villiger implied a final decision would be made within no longer
than six months, and that Mr Weber would be involved. But he
implied Mr Ermotti’s appointment would be confirmed.

2. Though you might think getting paid under the table will keep you
from paying taxes, the IRS can find out about cash receipts.

d) Turn direct speech into indirect:

1. “We are committed to further expanding our already leading global
wealth management franchise. The investment bank will continue
to strengthen its alignment with UBS’s wealth management
business, in addition to serving its corporate, sovereign and other
institutional clients”, he said. “In future, the investment bank will
be less complex, carry less risk and use less capital to produce
reliable returns and contribute more optimally to UBS’s overall
objectives”, he added.

2. Mr Gribel said in a letter to staff that as CEO, he bore “full
responsibility for what occurs at UBS”’.

E. VOCABULARY ARRANGEMENT
a) Arrange a semantic field of the words relating to the topic.
b) Add words you probably already understand to connect
relationships between what is known and unknown.
c) Supply the English equivalent to the Ukrainian phrases from the
list given below:
Meeting at a Pictet nempaouyiiine ineecmysanns conference in
Zurich this week, some of the world’s smartest xedorcosuit ghoro
managers agreed that at some point soon the euro may slide to napumem
with the US dollar. If the euro cmpivko naoamu as expected, it will be
largely for one of two reasons: either investors expect that the European
Central Bank will begin to print money far more aggressively, or that it
will adopt an indirect policy of noneacwenns by lending to the European
financial stability xpeoummna ninia so that this nopyuumenscmeo fund can
buy up the government bonds of weaker members of the eurozone in turn.
While officials in the US will wxooysamu 3a a stronger dollar, such a
development will be taken as proof that the «sezreni» and the US itself are


http://www.ft.com/cms/s/0/7b2d97ee-e6b7-11e0-8c5e-00144feab49a.html
http://www.ft.com/cms/s/0/dfc86172-eab6-11e0-ac18-00144feab49a.html
http://www.ft.com/cms/s/2/120b9154-e5da-11e0-8e99-00144feabdc0.html
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havens and that in times of stress the world has a s«caoionuu appetite for
the US currency.

hedge fund

parity

plummet

voracious

facility

alternative investment
bail-out

deplore

9. greenback

10. easing

d) Suggest the correct translation:

The Dow shed 240.60 points, or 2.2%, to 10913.38, after a
batch (A) of glum overseas economic data weighed on investor
sentiment (B). Stocks sank into the close, finishing at session lows.
The loss capped (C) a 12% third-quarter decline for the Dow, the
biggest percentage drop since the first quarter of 2009 and the biggest
point swoon (D) since 2008's fourth quarter. The session also capped
the measure's fifth consecutive (E) monthly drop, the longest such
streak (F) since the six months ending in February 2009. The Standard
& Poor's 500-stock index shed (G) 28.98 points, or 2.5%, to 1131.42,
putting the measure's quarterly loss at 14%. The Nasdag Composite
tumbled (H) 65.36 points, or 2.6%, to 2415.40, for a 13% quarterly
fall. The two indexes each also posted (I) their worst quarterly drops
since the fourth quarter of 2008.The materials sector led all S&P 500
sectors lower as it fell 3.7%. Financial stocks weren't far behind. Two
of the Dow's three worst-performing stocks (J) in the third quarter led
the way lower Friday. Hewlett-Packard fell $1.33, or 5.6%, to $22.45,
and Alcoa shed 49 cents, or 4.9%, to 9.57.

NG~ wWNE

F. INFORMATION FILE
Share new information with your fellow students.

G. ADVANCE ORGANIZERS
a) Relate new reading material to something you already know, to
your background or experiences.


http://online.wsj.com/public/quotes/main.html?type=djn&symbol=HPQ
http://online.wsj.com/public/quotes/main.html?type=djn&symbol=AA
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b) Ask your friend for assistance in developing the main points of the
article.

H. GROUP DISCUSSIONS

a) Group discussions in and out of class will help you to discover what
you bring to your reading, what your fellow students bring, as well
as shared experiences.

b) If you find they have new background information, ask for more
information from them.

. QUIZ#1

a. Define the following sentences “True” or “False’:

1. Finance is a branch of economies concerned with providing funds to
individuals, businesses, and governments.

2. A wide variety of financial institutions have similar roles in finance
and the economy.

3. The savings of millions of people percolate through many financial
institutions, spurring economic stagnation.

4. Your tax preparer should be experienced with filing the type of return
you need.

5. Stock exchanges encourage investment because they enable
investors to sell their bonds when the need arises.

6. Avoiding paying taxes is a crime and if you’re caught, you’ll face
criminal charges and monetary penalties.

7. Some institutions, such as banks, link lenders and borrowers.

8. Infuture, the investment bank will be less complex, carry less risk
and use less capital to produce reliable profits.

9. Mr Ermotti had been tipped as a potential future president, having
previously been deputy head of Italy’s UniCredit.

10. Discrepancies could trigger an audit.

b. Give the opposite:

borrow, corporate finance, deduction, self-employed, taxable, expenses,

crisis, reliable, wealth, scrutinize.

c. Decode the following terms:

alimony, deputy, integrity, keep a low profile, asset management,

severance, social security number, discrepancy, charge, beleaguered.

d. Translate the following into English:


http://www.studygs.net/listening.htm
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1. banku, KpeauTHI CHOUIKK Ta iHIII (PIHAHCOBI YCTAaHOBHM HANAIOTh
¢inaHcoB1 MOCTYTH (PI3UYHUM Ta FOPUITYHAM OCOOAM.

2. Jlns TiBUIIEHHS TOTOYHOI JIKBIMHOCTI OaHKM  3MYIIEHI
MPOTIOHYBATH JICTIO3MTH ITiJl BUCOKI OOTIKOBI CTaBKH.

3. baHKM BUKOHYIOTH POJIb IOCEPEIHHUKIB MK (QiI3MIHUMHU 0COOaMH,
Cy0’€KTaMH TIAMPUEMHHIIBKOT MISUTHHOCTI Ta YPSAIOM, BUIAI0OUU
KpPEeIUTH Ta JCTIO3UTH.

4. ®onpoBa Oipka — 1€ TOCTIHHO [IIOYUNA PHHOK, Ha SIKOMY
3/1IHCHIOETHCS TOPTiBIIS IHHUMU HariepaMu.

5. IlonmaTkoBuit ayuT 3aCTOCOBYETHCS IS IEPEBIPKU MPABUIBHOCTI
BEJICHHS TOJAaTKOBOTO Ta OyXTaJlITepChKOro OOJIKYy Ha
MITPUEMCTBI.

6. Bwu moxere po3paxoByBaTH Ha 3HAYHI BiIpaxyBaHHSI, KO pa30M
3 TIOJIaTKOBOKO JICKJIApaIli€l0 TOJAacTe KBUTAHI Ta 1HIII
JTOKYMEHTH.

7. Sxmo Bu knmazere roTiBKy Ha MOTOYHHMI paxyHOK, Bu moBuHHI
BKA3aTH JKEpeIa 1 HOXO KEHHS.

8. ImBectumiiiHi  OaHKM  CHEIIATI3YIOTBCS Yy 3aJIy4eHHI
JIOBTOCTPOKOBOTO MMO3UKOBOTO KariTany.

9. OcHOBOW cTpaTerii IHBECTUIIMHOTO OaHKy € pPO3BHUTOK K
KOPITIOPATHBHOTO O13HECY, TaK 1 MAJIOTO Ta CEPEAHBOTO OI3HECY.

10. baHKHM IHBECTYIOTh KOIITH Yy IIHHI ANEPH 3 METOKO OJCpP)KaHHS

npuoOyTKY y (hOopMi MPOIIEHTIB, TUBIACHIIB, KypCOBO1 Pi3HUIII Bi
Mepenpoiaxy MIHHUX MamepiB.

e. Revise the following finance&banking vocabulary:

account deposit money
asset equity plunge
audit exchange rate
bail-out expenses retained
bank FICC return
banking fund revenue
bonds income saver
borrow interest savings
borrower invest security
Bundesbank investment share
business investor shareholder
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capital IRS stock
cash lender tax
charge lending taxable
check loan taxpayer
credit monetary volatile
currency

f. Revise the following general vocabulary:
accept fix potential
acknowledged fixed praise
acquire flow prep
act focus preparation
add follow preparer
additional following presentation
advisory for president
afraid former pressure
after formula previously
alignment forward price
alimony franchise principle
all fund private
allow further proactive
already future problem
also get process
among give produce
amount global profile
analysis go project
announce good proof
announcement goods provide
annual government précis
appointment grand public
arise group purchase
around growth guestion
article have race
ask he raise
aspect head random
assemble help reason
asset here receipt
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assume
assumption
attaching
audit
authorised
average
avoid
aware
back

base

be
because
before
beleaguered
believe
best
biggest
bit

block
board
bore
bracket
broad
brought
build

but

buy

by

call

can

cancel
carry

cash
caught
center
CEO

hide

high

him

his

home
house

how
however
idle

if

implied
important
in
inadequate
incident
include
included
income
indicate
individual
individually
industrial
industry
instead
instituion
institutional
integrated
integrity
interest
interim
intermediary
internal
into

invest
investment
investors

receive
recent
record
double
reduce
reduction
regret
regulatory
reinforcement
reject
reliable
remain
repay
repeated
report
representative
reputable
reputation
request
required
requirement
respect
responsibility
responsible
rest

retained
retirement
return
revelation
right

risk

report
rogue

role

salary

same
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certain
chairman
chance
change
chief

child
choose
client

close

come
commitment
committed
commodity
common
compared
completely
complex
complexity
computer
concentrate
conclusion
conference
confident
confirm
consistent
consumer
contact
continue
contribute
control
convince
coping
copy
corporate
correct
correctly

involve
IRS
issue
issuer
Italy
item
its

job
join
jointly
just
justify
keep
keeping
know
large
last
later
latter
lead
leading
least
left
legally
less
let
letter
like
likely
link
little
loan
local
long
loss
low

Saturday
saver
savings
say
scrutinize
season
security
self-employed
sell

series
service
serving
severance
SFr

share
sharp
shock
should
simple
since
Singapore
singer

sit

SiX

small

SO

social
software
solution
some
source
sovereign
special
speed
spend
sponsor
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could
crime
criminal
Crisis

deal
debate
decision
decline
deduct
deductible
deduction
deep
deeply
departure
deputy
detail
different
diminution
directing
directly
discrepancy
disproportionately
do
documentation
double
dramatic
during
duty

early

easy
economic
economy
effort
eliminate
emerge
enable

made
major
make
management
manager
many
market
match
math
matter
may
meeting
meetings
mention
might
million
mind
minimise
minute
month
more
most
move
national
need
never
new
nNews
next

no

not

note
November
number
numerous
objective

spurring
staff

state
stock
strategy
strengthen
study
subtraction
successor
such
suggested
support
sure
surprise
Swiss
table

take
team
testimony
than

that

their
them

then
theory
these
they

think

this
though
through
tied

time
timing
tipped
tips
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encourage
English
entity
error
Europe
evading
evaluation
even
event
every
example
excellent
exchange
executive
existing
exit
expand
expanding
expected
expenses
experienced
external
face
factory
fall

fate

fear
February
federal
feel

feels

few

file

filing
final
finance

occur
October
of

off

old

on

one
ongoing
only
optimally
option

or

other

our

out

over
overall
overseas
overshadowed
own
owned
owner
page
paragraph
part
particularly
pay
penalty
people
percolate
permanent
phone
place

play
plunge
politician

together
top

toxic
trader
trading
transfer
translation
trigger
turn
two-day
type
Ukrainian
ultimate
ultimately
unclear
uncompromising
under
union

unit
unsuccessful
until

use

value
variety
volatile
voluntarily
wary

way

we

wealth
wholly
wide

will
wonder
worry
would
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financial positions write
find possible year
firm

UNIT TWO.

INTERNATIONAL FINANCE

A. BEFORE YOU READ

1. CONCEPT MAPPING:

a) Develop a "mind map" around the notion “ECONOMY” to
comprehend the relationship between the new concepts and the
concepts you know.

2. BRAINSTORMING:

a) Examine the title of the selection you are about to read.

b) List all the information that comes to mind about this title

c) Use these pieces of information to recall and understand the
material.

d) Use this knowledge to reframe or reorder what you know, or to
note what you disagree with, for further research.

3. SKIMMING THE TEXT:

Scan the text to comprehend the content structure.

4. VOCABULARY PREVIEWS:

Look up unfamiliar key words before reading to improve your
background and comprehension.

5. PRE-QUESTIONS:

Write out a series of questions you expect to be answered when
reading.

6. DEFINITION:

a) What is CFR / think tank / global imbalance / nonpartisan
membership?

b) Where does CFR fit?

¢) What group of activities do convening meetings belong to?

7. CHARACTERISTICS:

How would I describe the focus of Ukraine’s foreign policy?


http://www.studygs.net/mapping
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8. EXPERIENCE:
a) What experience have | had with a think tank?
b) What can | imagine about working as a business executive?

B. READING
a) Highlight signal words, main idea sentences, phrases, headings
and subtitles.
b) Pay attention to specific plans of paragraph or text organization.
c) Define the phrases in italics:

2.1. The Gloomy Prospects for World Growth.

The Council on Foreign Relations (CFR) is an independent,
nonpartisan membership organization, think tank, and publisher
dedicated to being a resource for its members, government officials,
business executives, journalists, educators and students, civic and
religious leaders, and other interested citizens in order to help them
better understand the world and the foreign policy choices facing the
United States and other countries. Founded in 1921, CFR carries out
its mission by maintaining a diverse membership, with special
programs to promote interest and develop expertise in the next
generation of foreign policy leaders; convening meetings at its
headquarters in New York and in Washington, DC, and other cities
where senior government officials, members of Congress, global
leaders, and prominent thinkers come together with CFR members to
discuss and debate major international issues; supporting a Studies
Program that fosters independent research, enabling CFR scholars to
produce articles, reports, and books and hold roundtables that analyze
foreign policy issues and make concrete policy recommendations;
publishing Foreign Affairs, the preeminent journal on international
affairs and U.S. foreign policy; sponsoring Independent Task Forces
that produce reports with both findings and policy prescriptions on the
most important foreign policy topics; and providing up-to-date
information and analysis about world events and American foreign
policy on its website, CFR.org.

The seeds of the current economic and financial crisis were
sown by economic policies of the major countries that fostered the
growth of global imbalances during the 2000s. Consequently, an
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essential element in any assessment of prospects for world economic
recovery and the pace of future growth has to factor in exactly how
these imbalances are likely to unwind—or fail to be resolved—in the
period immediately ahead. Since the onset of the crisis, current
account imbalances among the major economies in the world have
declined, leading some analysts to think that imbalances were starting
to unwind. Unfortunately, however, changes in current account
imbalances have largely reflected the effects of the economic
downturn. To address the underlying imbalances in savings and
investment behavior that continue to exist, major economies will need
to make some important changes in economic policies.

Understandably, the focus of economic policy up until now has
been on tackling the immediate problems of dealing with major
financial disruptions, stabilizing the world’s major economies, and
trying to restart growth. Any thinking beyond these initial challenges
has been directed at addressing the significant failures in regulation
and supervision of the financial sector that contributed to the severity
of the crisis. Increasingly, light is being seen at the end of the tunnel,
the beginnings of economic recovery are being proclaimed, and exit
strategies from economic stimulus are being discussed.

Some of the stimulus policies that have been pursued will
facilitate the adjustment of global imbalances; however, actions in
many countries appear likely to add to imbalances over time, and the
lack of needed policy actions—especially structural reforms—in other
countries will delay adjustment as well. As a result, the outlook for
recovery and growth in the world economy at this juncture appears
rather gloomy. Lasting adjustment in imbalances is taking place only
in the United States, and this will continue over the medium term. The
result will be significantly slower growth in U.S. demand in the next
several years. Hence, the main factor determining growth in the world
economy will be whether other sources of demand will arise to take up
the slack left by slower U.S. growth. At the moment, prospects do not
look good. None of the other major economies appear inclined to make
the necessary changes in policies to deal with their imbalances and
raise their demand. Therefore, the world economy faces the prospect
of a prolonged period of slower growth and greater volatility than it
has known for several decades.
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2.2. Adjustment in the United States.
2.2.1. Make an English précis of the article.
2.2.2. Make a Ukrainian précis of the article.

In the United States, savings in the household sector have risen
significantly, and these increases are likely to be permanent. The
decline in housing prices has had a major impact on savings behavior.
The surge in consumption during the economic expansion in the early
2000s was heavily linked to increases in the value of housing.
However, this consumption boom did not reflect a traditional wealth
effect; it was predominantly a financing phenomenon. Innovations in
financial markets increased access to credit for households by making
it very easy for individuals to tap the equity in their homes to fund
consumption expenditures. But this source of consumption financing
has dried up. With lower house prices, households have less equity in
their homes, and with a greater debt burden acquired in the previous
expansion, households are and will continue to be reluctant to borrow.
Consequently, saving has risen in recent quarters back to its average
level during the last economic expansion in the 1990s. At that time,
household savings averaged about 5-6 percent of disposable personal
income, compared with the near zero average rate recorded during the
final years of the economic expansion in the 2000s.

There are considerable reasons to believe, however, that the
U.S. household savings rate will rise significantly above its current
level. Households have experienced a substantial decline in financial
wealth, in addition to the sharp fall in the value of housing. In response
to these large losses, households will have to raise savings to rebuild
their wealth. This is particularly true for members of the baby boom
generation, as this large cohort is fast approaching the traditional age
for retirement. Baby boomers now have to face the choice of either
significantly raising their savings or postponing retirement. In the early
1990s, the boomers faced a somewhat similar need to increase
financial resources for retirement. At that time, they had two basic
choices: to save more or to raise the returns on their existing savings.
They chose to raise returns on their assets by shifting their portfolios
toward higher-yielding equity investments. But now households have
already diversified their portfolios heavily into equities, and they have
little room to shift them further. Moreover, they have little appetite to
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do so. Twice in the past decade major stock market corrections have
hit household financial wealth hard, making equity investments look a
lot more risky than they were perceived to be originally.

2.3. The baby boomers raise their savings.
2.3.1. Give a written translation of Paragraph I.

In these circumstances, the baby boomers are likely to raise
their savings significantly. The U.S. government will also have to
increase its savings to deal with the massive fiscal deficit that has
opened up, in part owing to the necessary measures that the Obama
administration has taken to stabilize the economy. But government
savings will also have to rise to deal with the underlying imbalance in
the U.S. fiscal position that has existed since the Bush administration
embarked on a substantial fiscal expansion in the early 2000s. In order
for the U.S. government to be able to meet its obligations to its aging
population without having to resort to major increases in taxes or cuts
in spending (including programs for the elderly), the budget will have
to be brought back into surplus, and that surplus will have to be
maintained for some time to cope with the pressures on spending
arising from population aging.

The Obama administration recognizes the need for fiscal
consolidation. Its budget blueprint, released in early 2009, lays out a
credible plan for beginning this process. However, in implementing a
substantial fiscal consolidation on the scale of what is needed, the
administration will face some very tough choices, especially because
the economic and political environment in the period ahead is not
likely to be very conducive to fiscal consolidation. Relatively slow
economic growth over the next several years will offer a convenient
pretext for putting off adjustment. But the administration will have
little choice but to proceed anyway or risk creating conditions that will
result in persistent slow growth over the medium term.

Somewhat slower growth in the near term arising from fiscal
consolidation is a tradeoff that will have to be made to achieve a
sustainable budget position and lay the foundation for a return to more
rapid growth. Delaying fiscal adjustment would provide only
marginally higher rates of growth.
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Near-term growth would be only marginally higher in the
absence of fiscal adjustment because household savings would rise
even further as individuals recognize that it will be increasingly likely
that either medium-term government promises regarding pension and
health care benefits will be broken or that taxes will have to be raised
substantially or other government spending cut. A protracted period of
large fiscal deficits would also significantly push up real interest rates
and reduce investment, in turn reducing growth. So in the end, the
Obama administration has only one responsible choice and that is to
proceed with fiscal consolidation as economic recovery takes hold in
the next one to two years.

Therefore, it can be expected that national savings in the United
States will rise substantially in the period ahead. Thus, adjustment in
the U.S. savings and investment imbalance will take place, and the
current account deficit will narrow. Consequently, demand in the
United States over the next decade or so will grow substantially slower
than it has in the preceding three decades.

C. AFTER YOU READ

a) What is the author trying to say?

b) What is his point of view and his reason for writing the particular
work?

D. LANGUAGE FOCUS

a) Make it negative:

1. In these circumstances, the baby boomers are likely to raise their
savings significantly.

2. The U.S. government will also have to increase its savings to deal
with the massive fiscal deficit that has opened up, in part owing to
the necessary measures that the Obama administration has taken to
stabilize the economy.

b) Paraphrase the following:

Innovations in financial markets increased access to credit for

households by making it very easy for individuals to tap the equity in

their homes to fund consumption expenditures.

¢) Relate the action to the past/present/future:
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But the administration will have little choice but to proceed anyway or

risk creating conditions that will result in persistent slow growth over

the medium term.

d) Turn direct speech into indirect:

1. Mr Villager said Mr Griibel would receive no severance pay, but
receive six months of his SFr2m annual base salary.

2. “We could not convince him. We had to accept his decision with
regret, and with respect”, he added.

E. VOCABULARY ARRANGEMENT
Arrange a semantic field of the words relating to the topic.
. Add words you probably already understand to connect
relationships between what is known and the unknown.
c. Supply the English equivalent to the Ukrainian from the list given
below:

The previous week, US officials were openly criticising their
European npomunescny cmopony for their failure to work out a
solution to the difficulties of troubled members of the European Union.
While eénnus from that festering problem will hit the US itself in all
sorts of unpredictable ways, the inability of the Europeans to come up
with a poss’szannsn has allowed Americans to feel complacent again
about their own circumstances.

There is little reason, though, for such camozadosonenns. 1f the
US dollar is strong, it isn’t because the US itself is strong, but because
the other traditional havens, notably the Japanese yen and the Swiss
franc, have been taken out of the game by the Japanese and Swiss
enaoa, as David Bloom’s HSBC’s London-based strategist notes.

The world has turned to the US more by wesuxonanns
30006 si3anw than for any positive reason. Moreover, most economic
data continues to be gloomy. For example, a new orders noxaznux
from Goldman Sachs registered its sharpest nadinns ever, while momur
is likely to remain weak as labour income nonuocysamucs.

1. counterpart
2. slide
3. solution
4. complacency
5. authorities

o
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6. default
7. index
8. drop
9. demand
10. contagion
d) Suggest the correct translation:

A jump in the euro zone's annual inflation rate for September
soured (A) the tone of trading before U.S. markets opened. Concerns
over weak Chinese manufacturing data also crimped (B) stocks."The
inflation [reading] put a big wet blanket (C) on the market today," said
Doug Cote, chief market strategist at ING Investment Management. "It
makes an ECB rate cut harder.” Stocks briefly pared (D) losses after
Berkshire Hathaway's Warren Buffett said on CNBC that the company
already has begun a stock-buyback (E) program, also complimenting
President Barack Obama's efforts to jump-start (F) the economy. But
the comments failed to change the negative tone of Friday's trading.
Micron Technology dropped 83 cents, or 14%, to 5.04, after the chip
maker (G) reported a fiscal (H) fourth-quarter loss, rather than the
slight profit that analysts had expected. Eastman Kodak slumped 91
cents, or 54%, to 78 cents. The Wall Street Journal reported that the
company has hired (1) restructuring lawyers amid investor concerns
about its turnaround (J) prospects. In after-hours trading, the stock
surged after the company said it has no intention to file for bankruptcy
protection.

F. INFORMATION FILE:
Share new information with your fellow students.

G. ADVANCE ORGANIZERS:

Relate new reading material to something you already know, to your
background or experiences. Ask your teacher for assistance in
developing these issues.

H. GROUP DISCUSSIONS:

a) Group discussions in and out of class will help you to discover
what you bring to your reading, what your fellow students bring, as
well as shared experiences.


http://online.wsj.com/public/quotes/main.html?type=djn&symbol=BRKB
http://topics.wsj.com/person/b/warren-buffett/641
http://online.wsj.com/public/quotes/main.html?type=djn&symbol=AA
http://www.studygs.net/listening.htm
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b) If you find they have new background information, ask for more
information from them.

l.QUIZ #2

a
1
2.
3
4

8.
9.

10.

h
b

. Define the following sentences “True” or “False”:

. CFR is a governmental organization.

CFR was founded in 1931.

. CFR has headquarters both in Washington and New York.

. Since the onset of the crisis, current account imbalances among the

major economies in the world have risen.

The focus of economic policy up until now has been on tackling the

immediate problems of dealing with major financial disruptions.

. There is no direct relationship between consumption and traditional
wealth effect.

. Households are not reluctant to borrow because of greater debt

burden acquired in the previous expansion.

The Congress recognizes the necessity for fiscal consolidation.

Supply in the United States over the next decade or so will grow

substantially slower.

Due to innovations in financial markets access to credit for

ouseholds has been increased.

. Give the opposite:

expertise, facilitate, growth, consumption, wealth, deficit, spending,

b
c

enefit, loss, impact.
. Decode the following terms:

think tank, assessment, burden, savings, portfolio, blueprint, tradeoff,
interest rate, fiscal, high-yielding.

d.

1.

2.

Translate the following into English:

ExoHOMIYHE 3pOCTaHHS € OJHIEI0 3 HAWBAKIIMBINIUX IMPOOIIEM
CYCHUIBHOTO PO3BUTKY.

Buxin i3 eKOHOMIYHOI KpHU3M MOXIIMBUI 3aBJISKH CKOPOYEHHIO
nediuuTy MIaTPKHOTO OallaHCy Ta JIep’KaBHOTO OIOJDKETY KpaiHH,
MiABUIIEHHS 00CSTiB BUPOOHHUIIBA.

CKOpOYEHHSI EKOHOMIKM CIPUYMHSE AUCOATaHC y MOTOYHOMY
paxyHKy.

CaitoBuil 6aHk mnepeadaydae, M0 €KOHOMIKM PO3BMHEHUX KpaiH
CBITY 3pOCTaTUMYTh y cepelHboMy Ha 3%, TOJi SIK 3pOCTaHHS Y
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KpaiHax, 10 PO3BHUBAIOTHCS, Oyle MpUHAWMHI yABIUI IIBHIIUM -
10 6%.

CroromHi uisi iHAHCOBOI CHCTEMH YU HE HAWTOJOBHINIUM €
BUPINICHHS NUTAaHHSA BJOCKOHAJECHHS TJ00ANbHOI (hiHAHCOBOI
PETYASTHBHOI OJITHUKH.

besnocepeHb010 MPUUMHOIO HUHIMIHBOT (DIHAHCOBOT KPU3HU CTasa
OE3KOHTPOJIBHICTD MISUTBHOCTI KPEIUTHUX YCTAaHOB Ha TJI00AIBHUX
Ta JIOKAJbHUX (DIHAHCOBUX PUHKAX.

Hesiki  (GiHAHCOBI  aAHANITHMKKA  BBAXAOTh, IO  CIHOXKHUBYE
KpeAUTYBaHHS — MEHIII PU3UKOBaHE 11 OaHKIB, HI)K KOPIOPAaTUBHE
YH 1OTeKa.

3HayHUN JeDIIUT TOTOYHOTO PaxyHKy IUIATLHKHOTO OanaHcy
MOETHYETHCS 13 CKOPOUCHHSIM MPUTUTUBY MPSMUX, TOPTHETHHUX Ta
(hiHAaHCOBUX IHBECTHILIH.

Brnaga €C nmob6oretbesi, MO MOBUIbHE €KOHOMIYHE 3POCTaHHS B
ITanii pazom 3 mozaxmapHuMm piBHeM AepxoOopry (1,8 TpiH €Bpo)
MiIIPBYTH IOBIPY iIHBECTOPIB A0 JIepKOoOIiramii KpaiHu.

10. JlocarHeHHs HU3BKOTO PpiBHSA (iCKaIbHOTO JedIIUTYy CTae

BHPIIIATHHOIO METOIO JUTSI IEPEXiTHIX EKOHOMIK.
e. Revise the following finance&banking vocabulary:

account downturn investment
asset economic loss
baby boomer economy order
borrow equity portfolio
budget expenditure rate
burden financing return
credit fiscal save
debt high-yielding saving
deficit income stock
demand interest surplus

f. Revise the following general vocabulary:
able force prolonged
about foreign prominent
above foster promise
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absence
access
account
achieve
acquired
actions
especially
add
addition
address
adjustment
administration
affair

age

ahead
already
also
American
among
analysis
analyst
analyze
anyway
appear
appetite
approaching
arise
article
assessment
average
baby
basic
because
beginning
behavior
being

foundation
fund

future
generation
give

global
gloomy
good
government
great

grow
growth

hard

have
headquarters
health
heavily

help

Hence

hit

hold

house
household
housing
how
imbalance
immediate
immediately
impact
implement
important
incline
increase
increasingly
independent
individual

promote
prospect
protract
provide
préecis
publisher
pursued
push

put
quarter
raise
rapid

rate
rather
real
reason
rebuild
recent
recognize
recommendation
record
recovery
reduce
reflect
reform
regarding
regulation
relation
Relatively
release
religious
reluctant
report
research
resolve
resort
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believe
benefit
better
beyond
blueprint
book

boom
boomer
borrow

both

budget
burden
business
care
challenge
change
choice
circumstance
city

citizen

civic

cohort

come
compared
concrete
conditions
conducive
congress
consequently
considerable
consolidation
consumption
continue
contribute
convenient
convening

information
initial
innovation
interest
interested
international
into
investment
issue
journal
journalist
juncture
lack

large
largely
last

leader
leading
left

less

level

light
likely

link

little

look

lot

low

made
main
maintain
make
many
marginal
market
massive

resource
response
responsible
restart
result
retirement
return

rise

risk

risky
room
roundtable
save
saving
scale
scholar
sector
seed

seen
senior
several
severity
sharp
shift
significant
similar
since
slack
slow
some
somewhat
source
special
spend
sponsor
stabilize
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cope
correction
council
country
create
credible
credit
Crisis
current
cut

deal
dealing
debate
decade
decline
dedicated
deficit
delay
demand
determine
develop
direct
discuss
disposable
disruption
diverse
diversified
do
downturn
dried
during
early
easy
educator
effect
elderly

measure
medium
medium-term
meet
meeting
member
membership
mission
moment
more
moreover
narrow
national
near
necessary
nee

next
nonpartisan
now
obligation
offer
official
only

onset

open

order
organization
originally
outlook
owing

pace
paragraph
part
particularly
past
pension

start
stimulus
stock
strategy
structural
students
studies
substantial
substantially
supervision
supporting
surge
sustainable
tackling
take

tank

tap

task

term
somewhat
their
therefore
these

they

think
thinker
thinking
this

three

thus

time
together
topic
tough
toward
tradeoff
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element
embark
enable
end
English
environment
especially
essential
even
event
exactly
executive
exist

exit
expansion
expected
experienced
expertise
face
facilitate
factor

fail
failure
fall

fast

final
financial
finding
focus

perceived
percent
period
permanent
persistent
personal
phenomenon
place

plan

policy
political
population
portfolio
position
postpone
preceding
predominantly
preeminent
prescription
pressures
pretext
previous
price
problems
proceed
process
proclaim
produce
program

traditional
translation
true

trying
tunnel
turn

twice

two
underlying
understand
understandably
unfortunately
united
until
unwind
up-to-date
value

very
volatility
wealth
website
well

what
where
whether
will

world

year
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UNIT THREE.

INTERNATIONAL FINANCE INSTITUTIONS

A. BEFORE YOU READ

1. CONCEPT MAPPING:
Develop a "mind map" around the notion “LENDING
INSTITUTION” to comprehend the relationship between the new
concepts and the concepts you know.

2. BRAINSTORMING:

a) Examine the title of the selection you are about to read.

b) List all the information that comes to mind about this title.

c) Use these pieces of information to recall and understand the
material.

d) Use this knowledge to reframe or reorder what you know, or to
note what you disagree with, for further research.

3. SKIMMING THE TEXT:

Scan the text to comprehend the content structure.

4. VOCABULARY PREVIEWS:

Look up unfamiliar key words before reading to improve your

background and comprehension.

5. PRE-QUESTIONS:

Write out a series of questions you expect to be answered when

reading:

6. DEFINITION:

a) What is corruption?

b) What are the functions of the World Bank?

¢) What UNO group do the World Bank and IFI belong to?

7. CHARACTERISTICS:

a) How would I describe Ukrainian internal budgetary problems?

b) Who initiated founding the Bretton Woods institutions?

c) What is the scope of the Bretton Woods institutions’ activities?

8. EXPERIENCE:

a) What experience has my country had with the IMF?

b) What can | imagine about the country’s purpose of using the
budget surplus?
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c) What is the IMF’s significance for any developing country?

B. READING

a) Highlight signal words, main idea sentences, phrases, headings
and subtitles.

b) Pay attention to specific plans of paragraph or text organization.

c) Define the phrases in italics:

3.1. Bretton Woods institutions.

When people talk of the International Financial Institutions
(IFIs), they mean the two Bretton Woods institutions, the International
Monetary Fund and the World Bank. Of course, strictly speaking, any
multilateral organization with financial operations is an IFI — for
example, the regional multilateral banks, regional monetary
authorities, some agencies of the United Nations Organization that
disburse funding, etc. However, in practice, by IFIs is meant the two
global IFIs — the Fund and the Bank. In recent years there has been
growing discussion of the role of these institutions in the provision of
International Public Goods (IPGs). An aid fatigued public in the rich
North, beset by its own internal budgetary problems (for example, the
looming social security crisis of an ageing population) and convinced
by tales of waste and corruption in aid flows, has grown weary and
wary of conventional country specific development assistance. In
contrast, the notion of IPGs seems attractive to Northern publics — at
least their representatives have adopted the IPG refrain in international
fora. But what exactly is an IPG? Given the “aura” that the term seems
to have developed, there is clearly an incentive to justify any activity
by any agency as an IPG, and aid agencies have not been shy in doing
this. At its most general level, de Given the “aura” that the term seems
to have developed, there is clearly an incentive to justify any activity
by any agency as an IPG, and aid agencies have not been shy in doing
this.

Development in poor countries is being argued to be an IPG,
and hence an argument for continuing conventional aid -
disenchantment with which turned the Northern public to IPGs in the
first place. On the other hand, highly specific activities like research
into vaccines for tropical diseases are also being labelled as the
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provision of an international public good. If we are not careful,
everything will be labelled an IPG, and the concept will lose not only
its analytical cutting power, but also its capacity to mobilize Northern
resources.

3.2. IPG theory.
3.2.1. Make an English précis of the article.
3.2.2. Make a Ukrainian précis of the article.

There is an understandable tendency to fit almost any IFI
activity under the IPG umbrella — for example, financial support for
vaccine research, in-house economic research on development,
capacity building for research in developing countries, collation and
dissemination of research, convening international summits on global
pollution, developing international trading mechanisms for national
pollution permits, multi-country environmental and water preservation
projects, raising money from financial markets at lower cost,
disseminating and evaluating information on economic and financial
conditions in individual countries, developing and monitoring of
banking standards, coordinating aid flows from disparate donors, etc.

It is important at the outset to clarify terms and set up a clear
framework for identifying IPGs and their key characteristics. The
technical definition of a pure public good is a commodity or activity
whose benefits are non-rival and non-excludable. By non-rival is
meant that one entity benefiting from it does not diminish the benefit
to another entity. By non-excludable is meant that no entity can in fact
be denied the benefit. An international public good is one where the
entities in question are conceptualized as nations rather than
individuals. There are two important points to be made with regard to
these two criteria. First, although they help sharp conceptualization, in
most practical cases they will only be met partially. Second, while
rivalry can be characterized as a property given by technology,
excludability is man-made. IPGs relate very closely to spillover effects
or externalities between countries, and it is worth clarifying the
concept of such international externalities.

Consider a collection of nation states that have jurisdictional
authority and control over different policy instruments within their
own boundaries. However, there are spillover effects of events and
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policies in one country on other countries, near and far. Civil war in
one country sends refugees into near neighbours. Carbon dioxide
emissions from one country affect all countries through their impact
on global climate. Water use in one country lowers the available water
supply for others who share the same water table. Infectious diseases
incubated in one place spread to another. Financial contagion, as the
name suggests, spreads from country to country; lack of confidence in
one country’s financial future may unfairly taint other countries in a
peer group. Activities that mitigate negative externalities and promote
positive ones then satisfy the criteria defining IPGs.

3.3. The InterAmerican Development Bank (IDB).
3.3.1. Give a written translation of Paragraph I.

In June of 1994, the IDB's Board of Directors created an
independent inspection mechanism to “further the transparency,
accountability and effectiveness of the Bank's performance in its
operations.” Like the inspection Panel at the World Bank, the IDB's
inspection mechanism is intended to protect affected citizens in
borrowing countries. Any organization can request an inspection by
offering "reasonable evidence that its rights or interests have been or
are likely to be directly and materially affected by an action or
omission of the Bank as a result of a failure of the Bank to follow its
operational policies or norms™.

All requests are forwarded to the Bank President, who will
solicit a response from Bank Management to the allegations and make
a recommendation to the Board as to whether an inspection is
warranted. If the Board of Directors determines that an inspection is
warranted, they shall name an inspection panel from a permanent ten-
person roster nominated by the President and appointed by the Board
of Directors. Late in 1995, more than a year after passing the
resolution, the Bank finally named the roster of experts. The Bank has
done nothing to inform potentially affected parties of their ability to
file a claim. Due to obscurity and a lack of independence from IDB
control, the mechanism has reviewed only one claim.

C. AFTER YOU READ
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a) Depending upon the content area, a discussion of the author of the
particular work can be helpful to the understanding of it.

b) What is the author trying to say?

c) What is his point of view and his reason for writing the particular
article?

d) What do | know?

e) What did | learn?

D. LANGUAGE FOCUS

a) Make it negative:

1. In June of 1994, the IDB's Board of Directors created an
independent inspection mechanism to "further the transparency,
accountability and effectiveness of the Bank's performance in its
operations.”

2. "Like the inspection Panel at the World Bank, the IDB's inspection
mechanism is intended to protect affected citizens in borrowing
countries.

b) Paraphrase the following:

1. Consider a collection of nation states that have jurisdictional
authority and control over different policy instruments within their
own boundaries.

2. Given the “aura” that the term seems to have developed, there is an
incentive to justify any activity by any agency as an IPG, and aid
agencies have not been shy in doing this.

c) Relate the action to the past/present/future:

1. All requests are forwarded to the Bank President, who will solicit a
response from Bank Management to the allegations and make a
recommendation to the Board as to whether an inspection is
warranted.

2. Ifthe Board of Directors determines that an inspection is warranted,
they shall name an inspection panel from a permanent ten-person
roster nominated by the President and appointed by the Board of
Directors.

d) Turn direct into indirect:

Hahn and Hausman suggested: “This aspect is almost never reported

or even checked in applied empirical work, in spite of the fact that

recent research shows that the use of weak instruments, i.e. instruments
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that do not contribute much to explaining the instrumented variable,
can lead to substantial biases in both estimators and test statistics even
in large samples”.

E.VOCABULARY ARRANGEMENT

a) Arrange a semantic field of the words relating to the learning to
the topic.

b) Add words you probably already understand to connect
relationships between what is known and the unknown.

c) Supply the English equivalent to the Ukrainian from the list given
below:

“Previously we used to take decisions on fundamental
economic niosanunu,” he said. “Now we are expected to make
investment decisions on the basis of the reactions of politicians. We
have become zapyunuxom t0 the 6essionosioarsnuii behaviour of
politicians. We thought the US would meet its responsibilities as the
eouna reserve currency of the world. Instead, we found out the mema
was to get re-elected.”

Mr Al Saad, who started his professional life as a currency
bipocosuit makiep, noted that he was taught to regard US Treasuries
as the only true naoitni assets in the world, the mipuro against which
every other asset was measured. Today, he concluded, Treasuries are
no longer risk-free, largely because of the behaviour of politicians.
Many central bankers in Asia share Mr Al Saad’s 3acmepesicenns,
which have been shaped by their reaction to the congressional
arcopemoka cynepeuxa OVer raising the debt ceiling.
irresponsible
wrangling
sole
objective
trader
risk-free
bases
hostage
. benchmark
10. reservation
d. Suggest the correct translation:

CoNoOR~WNE
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Financial stocks were among the hardest hit (A) during the
quarter, with many banks falling 25% or more. Morgan Stanley shares
tumbled 10% on Friday, and have lost more than 40% of their value
during the quarter, amid continued rumors (B) that the bank is exposed
(C) to debt of troubled European nations. Wall Street strategists have
reduced their forecasts for growth and company earnings (D), and
investors are ratcheting (E) down expectations for the stock market this
year. Ominous (F) signs around. Economic data out of China, the key
engine for the world economy, is increasingly bleak (G). Fresh
numbers on Friday indicated the country's manufacturing sector may
have shrunk (H) slightly in September. Leading indicators for the
world's economy, such as China's stock market, copper prices and
crude oil, have tumbled. The third quarter began on a cautious (I), but
relatively upbeat (J) note. But investors were quickly hit by a barrage
of worrisome events.

F. INFORMATION FILE
Share new information with your fellow students.

G. ADVANCE ORGANIZERS

Relate new reading material to something you already know, to your
background or experiences. Ask your teacher for assistance in
developing these issues.

H. GROUP DISCUSSIONS

a) Group discussions in and out of class will help you to discover
what you bring to your reading, what your fellow students bring,
as well as shared experiences.

b) If you find they have new background information, ask for more
information from them.

.QUIZ#3
a. Define the following sentences “True” or “False”:
1. The World Bank is not a Bretton Woods institution.
2. Disenchantment is referred to continuing financial aid.
3. The rich North is not troubled by its own internal budgetary
problems.
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International Financial Institutions are concerned with the provision
of International Public Goods.

Capacity building for research in developing countries is one of IFI
activities.

The technical definition of a pure public good is a commodity or
activity whose benefits are rival and excludable.

An international public good is one where the entities in question
are conceptualized as individuals rather than nations.

IPGs relate very closely to spillover effects or externalities between
countries.

It is the Bank President who solicits a response from Bank
Management to the allegations.

The President shall name an inspection panel from a permanent ten-
person roster nominated by the Board of Directors.

Give the opposite:

multilateral, provision, aid, in-house, resolution, transparency,
evidence, inspection, justify, capacity.

C.

Decode the following terms:

Bretton Woods institution, monetary authorities, incentive, disburse
funding, financial contagion, entity, externality, disparate donors,
refugee, social security.

d.
1.

2.

Translate the following into English:

CeitoBuii 6ank noripmus nporuo3 3poctanns BBII Ykpainu 3 5%
10 2,5% B 2012 porri.

MixHapoaHi ¢iHaHCOBI OopraHizaiii BimirparoTh Aenaii OuIbITY
pOJIb y MDKHAPOAHUX €KOHOMIYHMX BITHOCHHAX, OCKUIbKH came
yepes KaHaIM IUX OpraHi3allii MpoXo UTh 3HAYHA YaCTKa CBITOBUX
IHBECTHI[I, KYIIBIsA Ta MNPOJAX BAMIOTH Ui (iHAHCYBaHHS
EKCIIOPTY U IMIIOPTY.

. OcobmuBO BaXJIMBOIO € MAIAJBHICTD MDKHApOJHUX (PIHAHCOBHX

opraizaiiil amas KpaiH, 10 3IHCHIOIOTh Hepexil JO PUHKOBHX
BIJTHOCHH.

. MB® Hanae KOpOTKO- Ta CepeHBOCTPOKOBI KPEAUTH MPH JePIIUTI

IJIATDKHOTO OajaHcy AepiKaBH.

. Po3api0Hi 1iHK Ha IMIOOPTHI CHOXUBYI TOBApH BCTAHOBIIOIOTHCA,

SIK TIPaBUJIO, BUXOISTYH 31 CIIIBBIAHOIICHHS MMOTUTY Ta MPOTIO3HUIIii.
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. Ominka iH(OpMamii CTOCOBHO E€KOHOMIYHOTO Ta (hiHAHCOBOTO

CTaHOBHILA OKPEMUX KpaiH 1 po3poOKa Ta MOHITOPHHT OaHKIBCHKHX
CTaHJApPTIB BXOAATH y cdepy HOISUIBHOCTI MDKHAPOTIHHUX
(iHaHCOBUX OpraHi3arliii.

. Sk HpOBLZ[Ha MDKHapOIIHa ¢inancoBa opraH13au1;1 MB® 3puiiicHroe

MOCTIHMIA HATIIS 1 CIIOCTEPEKEHHS 32 CBITOBOIO €KOHOMIKOIO.
dinancyBaHHs, BUAUIeHE MbKaMepUKaHCHKIM OaHKOM PO3BHUTKY,
Oyze cupsMOBaHO Ha PO3IIMPEHHS JOCTYIY IO €IEKTPOEHEPrii B
MPOBIHILIAX, PO3BUTOK TYpU3My, 3O0BHIIIHBOI TOPriBII 1
MOJIIMIIEHHS] MOJIMBOCTEM MpaleBlalliTyBaHHS JUIsl JIOAEH 3
00OMEXEHUMH MOXKIIUBOCTSIMHU.

. Pecypcu MixamepukaHChKOTO OaHKY PO3BUTKY CKJIQJalOThCS 13

BHECKIB KpaiH-WIEHIB 1 3al103MYEHUX KOIITIB.
Kpenutn wa cymy 500 mutH. noi., HamaHi MibkamMepUKaHCHKUM
0aHKOM PO3BHUTKY, JOMOMOXYTh KpaiHam JlaTuHChbkoi AMepuku

OOpOTHCS 31 3pOCTAIOYNMH I[IHAMH Ha TIPOJOBOJIBCTBO.
e. Revise the following finance&banking vocabulary:

aid claim flow
banking cost funding
borrowing donor monetary
budgetary

f. Revise the following general vocabulary:
ability failure place
accountability far point
action fatigued policy
activity file pollution
adopt finally poor
affect financial population
affect first positive
after fit potentially
ageing flow power
agency follow practical
aid for practice
all fora preservation
allegations forward president
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almost
also
although
analytical
and
another
appointed
argue
argument
article
assistance
attractive
authority
available
banking
benefit
beset
between
board
borrowing
boundary
building
capacity
careful
case
characteristics
citizen
civil
claim
clarify
clear
clearly
climate
closely
collation
collection

framework
Fund

future
general

give

global

good

group
growing
hand

help

hence
highly
however
identify
impact
important
in-house
incentive
incubated
independence
independent
individual
infectious
inform
information
inspection
institution
instrument
intended
interest
internal
international
jurisdictional
justify

key

problem
project
promote
property
protect
provision
public
pure
question
raise
rather
recent
recommendation
refrain
refugee
regard
regional
relate
representative
request
research
resolution
resources
response
result
review
rich

right
rivalry
role
roster
same
satisfy
second
security
seems
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commodity
concept
conceptualization
conceptualized
conditions
confidence
contagion
continuing
contrast
control
convening
conventional
convinced
coordinating
corruption
cost

country
course
created
Crisis
criteria
cutting
defining
definition
deny
determine
developed
development
different
diminish
dioxide
directly
director
disburse
discussion
disease

label

lack

late

least

level

like

likely
looming
lose

make
man-made
management
market
materially
may

mean
mechanism
mitigate
mobilize
money
monitoring
more

most
multi-country
multilateral
name
named
nation
national
near
negative
neighbour
nominate
non-excludable
non-rival
norm

send

set

shall

share
sharp

shy

social
solicit
some
speak
specific
spillover
spread
standard
state
strictly
such
suggest
summit
supply
support
table

taint

tales

talk
technical
technology
ten-person
tendency
term

then
theory
through
trading
translation
transparency
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disenchantment
disparate
disseminating
dissemination
donor

due
economic
effectiveness
effect
emission
English
entity
environmental
evaluating
event
everything
evidence
exactly
example
excludability
expert
externality
fact

nothing
notion
obscurity
offer
omission
only
operational
organization
other
outset

over

own

panel
paragraph
partially
party
passing
peer
people
performance
permanent
permit

tropical
turn

two
Ukrainian
umbrella
under
understandable
unfairly
united
use
vaccine
very

war
warranted
wary
waste
water

we

weary
worth
written
year
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UNIT FOUR.

MONETARY POLICY

A. BEFORE YOU READ

1. CONCEPT MAPPING:
Develop a "mind map" around the notion “MONEY”’ to
comprehend the relationship between the new concepts and the
concepts you know.

2. BRAINSTORMING:

a) Examine the title of the selection you are about to read.

b) List all the information that comes to mind about this title.

c) Use these pieces of information to recall and understand the
material.

d) Use this knowledge to reframe or reorder what you know, or to
note what you disagree with, for further research.

3. SKIMMING THE TEXT:

Scan the text to comprehend the content structure.

4. VOCABULARY PREVIEWS:

Look up unfamiliar key words before reading to improve your

background and comprehension.

5. PRE-QUESTIONS:

Write out a series of questions you expect to be answered when

reading:

6. DEFINITION:

a) What is the EMU?

b) What countries signed the EMU treaty?

c) What is the EU’s monetary policy?

7. CHARACTERISTICS:

a) How would I describe the benefits of the EMU?

b) What is the UK’s standing to the EMU?

8. EXPERIENCE:

a) What have the countries lost signing the EMU treaty?

b) What can | imagine about the rouble zone?

B. READING
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a) Highlight signal words, main idea sentences, phrases, headings
and subtitles.

b) Pay attention to specific plans of paragraph or text organization.

c) Define the phrases in italics:

4.1. The creation of the European Monetary Union (EMU)
is the most important event in monetary economics in the last decade.
It led to at least two potentially important changes with respect to the
setting of short-term interest rates in the EMU member countries.
First, the European Central Bank (ECB) bases its monetary policy
decisions on aggregate developments in the euro area, which may
conceal diverse developments at the national level. Second, the
weights on inflation and output in the ECB Taylor rule may deviate
from those that were a good description of national interest rates in the
pre-EMU phase. The core question of this paper is how appropriate the
actual ECB interest rate setting is for each of the member countries
compared to a (hypothetical) situation where national central banks are
still responsible for monetary policy. This analysis may also yield
some insights into the question of whether monetary policy can be
blamed for the low GDP growth rate in a number of EMU member
countries, e.g. Germany or Italy. In this study we interpret short-term
interest rates as the prime indicators of monetary policy. Estimated
monetary policy reaction functions in the form of Taylor rules are often
used as concise descriptions of the monetary policy stance. They
explain how deviations of output from potential output and inflation
from target affect the level of interest rates. To answer the above
research question, we compare the actual short-term interest rate path
in the euro area with simulated interest rate paths for the member
countries in a counterfactual scenario.

The analysis should enable us to better understand how
appropriate the centrally conducted monetary policy is for the
respective member countries. If it turned out that the counterfactual
national interest rate paths were relatively similar to the actual interest
rate paths resulting from European monetary policy decisions, the cost
of EMU from centralising monetary policy would be rather small. It
would also be difficult to blame the ECB for contributing to the poor
growth performance. On the other hand, if we found noteworthy



59

deviations in the interest rate paths for at least some economies, this
might raise concerns about the net benefits these countries can expect
from EMU membership. A potentially important general estimation
problem in this context is the choice of instruments. Good instruments
are variables that are uncorrelated with the error term and highly
correlated with the variable that needs to be instrumented. Thus, good
instruments should on the one hand fulfill the orthogonality conditions
between regressors and error term.

Typically, this assumption is investigated using a test of the
validity of over-identifying restrictions when there are more
instruments than estimated coefficients (Davidson and McKinnon,
1993). However, it should be noted that the test of over-identifying
restrictions in fact tests the joint hypotheses that the instruments are
orthogonal to the error term and that the estimated model is correctly
specified. Moreover, working with time-series data, it is easy to find
instruments that pass this test. On the other hand, good instruments
should be highly correlated with the instrumented variable. This aspect
is almost never reported or even checked in applied empirical work, in
spite of the fact that recent research shows that the use of weak
instruments, i.e. instruments that do not contribute much to explaining
the instrumented variable, can lead to substantial biases in both
estimators and test statistics even in large samples (Hahn and
Hausman, 2003, Stock et al., 2002). Stock and Yogo (2003) propose a
test for weak instruments based on the F-test value of the first stage
regression in a two-stage least squares procedure.

4.2. Canada: Monetary Policy.
4.2.1. Make an English précis of the article.
4.2.2. Make a Ukrainian précis of the article.

Central banks have not always existed. In early economies,
governments would supply currency by minting precious metals with
their stamp. No matter what the creditworthiness of the government,
the worth of the currency depended on the value of its underlying
precious metal. A coin was worth its gold or silver content, as it could
always be melted down to this. A country's worth and economic clout
was largely to its holdings of gold and silver in the national treasury.
Monarchs, despots and even democrats tried to skirt this inviolate law



60

by filing down their coinage or mixing in other substances to make
more coins out of the same amount of gold or silver. They were
inevitably found out by the traders, money lenders and others who
depended on the worth of that currency. This is the reason that movies
show pirates and thieves biting Spanish dubloons to ascertain the value
of their booty and loot.

The advent of paper money during the industrial revolution
meant that it wasn't too difficult for a country to alter its amount of
money in circulation. Instead of gold, all that was needed to produce
more banknotes was paper, ink and a printing press. Because of the
skepticism of all concerned, paper money was backed by a "promise
to pay" upon demand. A holder of a "pound sterling™ note of the United
Kingdom could actually demand his pound of silver! When gold
became the de facto backing of the world's currency a "gold standard"
was developed where nations kept sufficient gold to back their
"promises to pay" in their national treasuries. The problem with this
standard was that a nation's economic health depended on its holdings
of gold. When the treasury was bare, the currency was worthless.

In the 1800s, even commercial banks in Canada and the United
States issued their own banknotes, backed by their promises to pay in
gold. Since they could lend more than they had to hold in reserves to
meet their depositers demands, they actually could create money. This
inevitably led to "runs" on banks when they could not meet their
depositors demands and were bankrupt. The same happened to smaller
countries. Even the United States Treasury had to be rescued by JP
Morgan several times during this period. In the late 1800s and early
1900s, countries legislated their exclusive monopoly to issue currency
and banknotes. This was in response to "financial panics” and bank
insolvencies. This meant that all currency was issued and controlled
by the national governments, although they still maintained gold
reserves to support their currencies. Commercial banks still could
create money by lending more than their depositors had placed with
the bank, but they no longer had the right to issue banknotes.

Modern Monetary Policy. Modern central banking dates back
to the aftermath of great depression of the 1930s. Governments, led by
the economic thinking of the great John Maynard Keynes, realized that
collapsing money supply and credit availability greatly contributed to



61

the savagery of this depression. This realization that money supply
affected economic activity led to active government attempts to
influence money supply through "monetary policy”. At this time,
nations created central banks to establish "monetary authority". This
meant that rather than accepting whatever happened to money supply,
they would actively try to influence the amount of money available.
This would influence credit creation and the overall level of economic
activity.

Modern monetary policy does not involve gold to a great
extent. In 1968, the United States rescinded its promise to pay in gold
and effectively removed itself from the "gold standard™. Since then, it
has been the job of the Federal Reserve to control the amount of money
and credit in the U.S. economy. | doing this, it wants to maintain the
purchasing power of the U.S. dollar and its comparative worth to other
currencies. This might sound easy, but it is a complex task in an
information age where huge amounts of money travel in electronic
signals in microseconds around the world.

4.3. The Effectiveness of Monetary Policy.
4.3.1. Give a written translation of Paragraph I1I.

Economists debate the relevant measures of money supply.
"Narrow" money supply or M1 is currency in circulation and the
currency in easily accessed chequing and savings accounts. "Broader”
money supply measures such as M2 and M3 include term deposits and
even money market mutual funds. Economists debate the finer points of
the implementation and effectiveness of monetary policy but one thing
is obvious. At the extremes, monetary policy is a potent force. In
countries such as the Russian Republic, Poland or Brazil where the
printing presses run full tilt to pay for government operations, money
supply is expanding rapidly and the currency becomes rapidly worthless
compared to goods and services it can buy. Very high levels of inflation
or "hyperinflation™ is the result. With 30-40% monthly inflation rates,
citizens buy hard goods as soon as they receive payment in the currency
and those on fixed income have their investments rendered worthless.

At the other extreme, restrictive monetary policy has shown its
effectiveness with considerable force. Germany, which experienced
hyperinflation during the Weimar Republic and never forgot, has



62

maintained a very stable monetary regime and resulting low levels of
inflation. When Chairman Paul Volcker of the U.S. Federal Reserve
applied the monetary brakes during the high inflation 1980s, the result
was an economic downturn and a large drop in inflation. The Bank of
Canada, headed by John Crow, targeted 0-3% inflation in the early
1990s and curtailed economic activity to such an extent that Canada
actually experienced negative inflation rates in several months for the
first time since the 1930s.Without much debate, the effectiveness of
monetary policy, its timing and its eventual impacts on the economy
are not obvious. That central banks attempt influence the economy
through monetary is a given. In any event, insights into monetary
policy are very important to the investor. The availability of money
and credit are key considerations in the pricing of an investment.

Operations of a Modern Central Bank

The Central Bank attempts to achieve economic stability by
varying the quantity of money in circulation, the cost and availability
of credit, and the composition of a country's national debt. The Central
Bank has three instruments available to it in order to implement
monetary policy:

e Open market operations
e Reserve requirements
e The 'Discount Window'

Open market operations are just that, the buying or selling of
Government bonds by the Central Bank in the open market. If the
Central Bank were to buy bonds, the effect would be to expand the
money supply and hence lower interest rates, the opposite is true if
bonds are sold. This is the most widely used instrument in the day to
day control of the money supply due to its ease of use, and the
relatively smooth interaction it has with the economy as a whole.

Reserve requirements are a percentage of commercial banks',
and other depository institutions', demand deposit liabilities (i.e.
chequing accounts) that must be kept on deposit at the Central Bank as
a requirement of Banking Regulations. Though seldom used, this
percentage may be changed by the Central Bank at any time, thereby
affecting the money supply and credit conditions. If the reserve
requirement percentage is increased, this would reduce the money
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supply by requiring a larger percentage of the banks, and depository
institutions, demand deposits to be held by the Central Bank, thus
taking them out of supply. As a result, an increase in reserve
requirements would increase interest rates, as less currency is available
to borrowers. This type of action is only performed occasionally as it
affects money supply in a major way. Altering reserve requirements is
not merely a short-term corrective measure, but a long-term shift in the
money supply.

Lastly, the Discount Window is where the commercial banks,
and other depository institutions, are able to borrow reserves from the
Central Bank at a discount rate. This rate is usually set below short
term market rates (T-bills). This enables the institutions to vary credit
conditions (i.e., the amount of money they have to loan out), there by
affecting the money supply. It is of note that the Discount Window is
the only instrument which the Central Banks do not have total control
over.

By affecting the money supply, it is theorized, that monetary
policy can establish ranges for inflation, unemployment, interest rates,
and economic growth. A stable financial environment is created in
which savings and investment can occur, allowing for the growth of
the economy as a whole.

C. AFTER YOU READ
What is the author trying to explain?

D. LANGUAGE FOCUS

a) Make it negative:

1. Lastly, the Discount Window is where the commercial banks, and

other depository institutions, are able to borrow reserves from the

Central Bank at a discount rate.

This rate is usually set below short term market rates (T-bills).

3. This enables the institutions to vary credit conditions (i.e., the
amount of money they have to loan out), there by affecting the
money supply.

b) Paraphrase the following:

1. Economists debate the relevant measures of money supply.

N
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2. "Narrow" money supply or M1 is currency in circulation and the
currency in easily accessed chequing and savings accounts.

3. "Broader" money supply measures such as M2 and M3 include term
deposits and even money market mutual funds.

c) Relate the action to the past/present/future:

Very high levels of inflation or "hyperinflation” is the result. With 30-

40% monthly inflation rates, citizens buy hard goods as soon as they

receive payment in the currency and those on fixed income have their

investments rendered worthless.

d) Turn direct into indirect:

The FED Secretary said: “Even the United States Treasury had to be

rescued by JP Morgan several times during this period. In the late

1800s and early 1900s, countries legislated their exclusive monopoly

to issue currency and banknotes”.

E.VOCABULARY ARRANGEMENT

a) Arrange a semantic field of the words relating to the learning to
the topic.

b) Add words you probably already understand to connect
relationships between what is known and the unknown.

c) Supply the English equivalent to the Ukrainian from the list given
below:

As concerns over the state of the world and the ability of
governments to act constructively grow, siopasza to risk is likely to grow
sionosiono. Today, many hedge fund managers are necumicmuunuti
wooo about the prospects for world growth and are placing negative
cmaska on everything from the Aussie dollar to copper and other
npomucioBi memanu. Some are short the Nasdaq (and a few particularly
brave ones have a siorocna seapmicme trade on in which they are also
long the German stock index).

Meanwhile, one lesson of the eurozone crisis is that not all euro
oeparcasnutl bonds are equal — that a German sovereign bond is very
different from a Greek sovereign bond. But investors are only
beginning cmuxamucsa with a world in which there are no true
npumynkie or risk-free axmusis, especially for those whose home
currency isn’t the US dollar.

1. aversion
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sovereign

bearish

relative value

industrial metal

grapple

commensurately

haven

9. bet

10. asset

d) Suggest the correct translation:

Economic data (A) early in July showed the U.S. recovery was
slowing, and policymakers (B) in Washington took the country to the
brink of default in early August. Then Standard & Poor's downgraded
(C) the U.S. credit rating, sparking a rush (D) out of U.S. stocks. At
the same time, Europe's debt troubles deepened, and more recently, the
troubling (E) signs emerged (F) about China, raising new doubts about
future demand for commodities (G) and other goods. Investors fled to
safe havens. U.S. Treasury debt had its best quarter since the first
quarter of 2008. Treasury’s maturing (H) in 10 years or more returned
() 23% during the quarter through Thursday, according to Barclays
Capital index data. The yield on the 10-year note tumbled 1.23
percentage points during the quarter. Late Friday, the yield was still
below the psychologically important 2% level, at 1.929%. The
Japanese yen and U.S. dollar also rose. Some investors are taking some
solace (J) in the fact that the third quarter, historically, has been the
worst of the year, and the fourth quarter is typically the best.

Nk~ wWN

F. INFORMATION FILE
Share new information with your fellow students.

G. ADVANCE ORGANIZERS

Relate new reading material to something you already know, to your
background or experiences. Ask your teacher for assistance in
developing these issues.

H. GROUP DISCUSSIONS
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a) Group discussions in and out of class will help you to discover
what you bring to your reading, what your fellow students bring,
as well as shared experiences.

b) If you find they have new background information, ask for more
information from them.

l.QUIZ # 4
a. Define the following sentences “True” or “False”:

1. The European Central Bank bases its monetary policy decisions on
collective developments in the euro area.

2. Taylor rules help experts describe the monetary policy of the EU.

3. Taylor rules explain how deviations of output from potential output
and inflation from target affect the level of interest rates.

4. The worth of the currency of a country typically depended on the
value of its underlying precious metal.

5. Commercial banks in Canada and the United States issued their own
banknotes, backed by their promises to pay in gold in the 1800s.

6. The Great Depression caused introduction of modern central
banking.

7. The United States withdrew itself from the "gold standard™ in 1968.

Money supply is not expanding rapidly in Brazil and Poland.

9. Varying the quantity of money in circulation, the cost and
availability of credit, and the composition of a country's national
debt are the key targets of a modern central bank.

10. The discount rate is usually set below long term market rates.

b. Give the opposite:

performance, output, worthless, depression, deviation, reduce,

relevant, monopoly, monetary, mutual.

c. Decode the following terms:

prime indicator, interest rate, sufficient, open market operations,

money supply, depository institutions, economic clout, EMU, euro

area, credit conditions.

d. Translate the following into English:

1. 3 1999 poky nie €Bpomneiicbkuii MOHETApHUI COI03 OJUHAMIIISATH
JiepokaB 1 BifOyBCs MEpexisl Ha €UHY BAJIOTY €BPO.

©
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€BpOIEHCHKUI LEHTpaIbHUN OaHK BUAUIIE Taki MPUHLIUIHN
MOHETapHOI  MOJITUKH:  e(EeKTUBHICTh,  BIAMOBITAIBHICTS,
MIPO30PICTh, CEPEAHBOCTPOKOBA CIPSIMOBAHICTD.

AHAJITHKN IPOTHO3YIOTh, 1110 KPaiHW €BPO30HH OYIyTh CIIOB3aTH
y peneciio, BHACIIIOK 4YOro O4YiKyeTbcs ckopouenHs BBII y
KpaiHax €eBpO30HHU Ha | BiZICOTOK.

LentpanbHi 6aHKH y epeBaXxHii OLUTBIIOCTI KpaiH HE BCTYNMAIOTh
y OesmocepedHi  B3a€EMOBIZHOCHHH 3 MINPUEMCTBAMH,
OpraHi3aIlisiMU 1 HACEJICHHSIM.

BBenenHs nanepoBux rpoiei mij yac iHAyCcTpiaabHOI PEBOJIOLIT
O3Hayayo, M0 JJIs Jep’kaB HE OYy/lIo CKJIaJHO 3MIHUTH 00CST
IPOIIOBOT MacH B 00Iry.

OCHOBHOIO  TPUYMHOK  aKTUBI3Amii  Ta
0aHKIBCHKOT'O O13Hecy CTaB
KamiTaJliCTUYHOTO BUPOOHUIITBA.
3aBasku OaHKaM Jli€ MEXaHi3M pPO3MOAUTY 1 TMepepo3noAlTy
Kamitany 3a cepaMu 1 ramy3siMu BUpOOHHIITBA.

B Vkpaini r0JIOBHHM Cy0'€KTOM MOHETapHOI TMOJITHKH €
HamionansHuii 6aHK, 110 BiMOBIIa€ 3aKOHOIABCTBY Y KpaiHH.
OcnoBHi ¢yHk1ii €L[b - emicist 6aHKHOT, MPOBECHHS IPOIIOBO-
KPEIUTHOI TOJITUKH, pediHaHCYBaHHS OaHKIB, KOHTPOJIb 3a
TISUTBHICTIO  KPEAUTHO-OAHKIBCHKMX YCTAHOB, OpraHizailis u
KOHTPOJIb 32 (PYHKI[IOHYBAaHHSIM CHCTEMH ILJIATEKIB, MPOBEACHHS
BAJIIOTHOT MOJIITHKH, BUKOHAHHS (YHKITIH areHTa ypsy.
Po3ymiHHS MOHETapHOI MOJITUKH HAA3BUYAMHO BaXKIMBE IS
1HBECTOPIB 32 OYIb-SKUX YMOB.

YIOCKOHAJIEHHS
CTPIMKHI PO3BHUTOK

e. Revise the following finance&banking vocabulary:

backing dollar M2
banking dubloon M3
banknote ECB minting
bankrupt EMU monetary
bond euro mutual
borrow funds net
borrower GDP note
cheque holding payment
chequing hyperinflation pound
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circulation income promise
coinage inflation rate
cost insolvency reserve
credit investment savings
creditworthiness investor sterling
currency lend stock
debt lender T-bill
deposit lending treasury
depositer liabilities yield
depository loan
discount M1

f. Revise the following general vocabulary:
able eventual performance
about exclusive period
above exist phase
accept expand pirate
access expanding place
account expect point
achieve experienced policy
action explain poor
active explaining potent
actively extent potential
activity extreme potentially
actual F-test power
actually fact precious
advent facto press
affect federal press
affected filing pricing
affecting financial prime
aftermath find printing
age finer problem
aggregate first procedure
all fixed produce
allow for promise
almost force propose
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also

alter
although
always
amount
analysis
answer
applied
appropriate
area
around
article
ascertain
aspect
assumption
attempt
authority
availability
available
back
backed
backing
bank
bare
based
bases
because
become
below
benefit
better
between
biases
biting
blame
blame

form

from
fulfill

full
function
general
give

gold

good
goods
government
great
greatly
growth
hand
happen
hard

have

head
health
hence
high
highly
hold
holder
holding
however
huge
hypothesis
impact
implement
implementation
important
include
income
increase

préecis
purchasing
quantity
question
raise
range
rapidly
rather
reaction
realization
realize
reason
receive
recent
reduce
regime
regression
regressor
regulation
relatively
relevant
remove
render
reported
requirement
rescind
rescue
research
respect
respective
response
responsible
restriction
restrictive
result
revolution
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booty

both

brakes
Brazil

but

buy

buying

can

Canada
central
centralising
centrally
chairman
change
check
choice
circulation
citizen

clout
coefficient
coin
coinage
collapsing
commercial
comparative
compare
complex
composition
conceal
concerned
concise
conditions
conduct
considerable
considerations
content

increased
indicator
industrial
inevitably
influence
information
ink
insights
instead
institution
instrument
interaction
interest
interpret
into
investigate
inviolate
involve
issue
issued
Italy

job

joint

just

key
kingdom
large
largely
larger

last

lastly

late

law

lead

least

led

right
rule

run

same
sample
savagery
scenario
seldom
sell
service
set
setting
several
shift
short
short-term
show
signal
silver
similar
simulated
since
situation
skepticism
skirt
small
smooth
some
soon
sound
specified
spite
square
stability
stable
stage
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context
contribute
control
controlled
core
corrective
correctly
correlated
cost
counterfactual
country
create
created
creation
crow
curtailed
data

date

day
debate
debt
decade
decision
demand
democrat
depend
depression
description
despot
developed
development
deviate
deviation
difficult
discount
diverse

legislate
less

level
long-term
long

loot

low
maintain
maintained
major
make
market
matter
may

mean
measure
meet

melt
member
membership
merely
metal
microsecond
might
mixing
model
money
monopoly
monthly
more
moreover
most
movie
much
must
mutual

stamp
stance
standard
statistics
still
study
substance
substantial
such
sufficient
supply
support
taking
target
targeted
task

term
typically
test

than
theorized
there
thereby
these
they
thief
thing
thinking
those
Though
through
thus

tilt

time
time-series
timing
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doing
dollar
down
downturn
drop

due

during
each

early

ease
easily
easy
economic
economics
economist
economy
effect
effectively
effectiveness
electronic
empirical
EMU
enable
English
environment
error
establish
estimated
estimation
estimator
euro
European
even

event

nation
national
needed
negative
net

note

noted
noteworthy
number
obvious
occasionally
occur
often

only

open
operation
opposite
order
orthogonal
orthogonality
other
output

over
over-identifying
overall
own

panics
paper
paragraph
pass

path

pay
percentage

total
trader
translation
travel

true

try

turn

two
two-stage
type
uncorrelated
underlying
understand
unemployment
use

using
usually
validity
value
variable
vary

very

way

weak
weights
whole
widely
window
work
working
world
worth
worthless




73
UNIT FIVE.

INTERNATIONAL MONETARY FUND

A. BEFORE YOU READ

1. CONCEPT MAPPING:

Develop a "mind map" around the notion “FUND” to comprehend

the relationship between the new concepts and the concepts you

know.

2. BRAINSTORMING:

a) Examine the title of the selection you are about to read.

b) List all the information that comes to mind about this title.

c) Use these pieces of information to recall and understand the
material.

d) Use this knowledge to reframe or reorder what you know, or to
note what you disagree with, for further research.

3. SKIMMING THE TEXT:

Scan the text to comprehend the content structure.

4. VOCABULARY PREVIEWS:

Look up unfamiliar key words before reading to improve your

background and comprehension.

5. PRE-QUESTIONS:

Write out a series of questions you expect to be answered when

reading.

6. DEFINITION:

a) What is the membership of the IMF?

b) Where does the IMF fit?

¢) What group does Ukraine belong to?

7. CHARACTERISTICS:

a) How would I describe the negative aspect of cooperating with the
IMF?

b) Why does the IMF use the tranche policy?

c) What is the way of the IMF’s operating?

8. EXPERIENCE:

a) What experience has my country had with the IMF?

b) What can | imagine about long-term cooperation with the IMF?


http://www.studygs.net/mapping
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B. READING

a) Highlight signal words, main idea sentences, phrases, headings
and subtitles.

b) Pay attention to specific plans of paragraph or text organization.

c) Define the phrases in italics:

5.1. The IMF Policy.

With its near-global membership of 186 countries, the IMF is
uniquely placed to help member governments take advantage of the
opportunities—and manage the challenges—yposed by globalization
and economic development more generally. The IMF tracks global
economic trends and performance, alerts its member countries when it
sees problems on the horizon, provides a forum for policy dialogue,
and passes on know-how to governments on how to tackle economic
difficulties.

The IMF provides policy advice and financing to members in
economic difficulties and also works with developing nations to help
them achieve macroeconomic stability and reduce poverty. Marked by
massive movements of capital and abrupt shifts in comparative
advantage, globalization affects countries’ policy choices in many
areas, including labor, trade, and tax policies. Helping a country benefit
from globalization while avoiding potential downsides is an important
task for the IMF. The global economic crisis has highlighted just how
interconnected countries have become in today’s world economy. The
IMF supports its membership by providing policy advice to
governments and central banks based on analysis of economic trends
and cross-country experiences; research, statistics, forecasts, and
analysis based on tracking of global, regional, and individual
economies and markets; loans to help countries overcome economic
difficulties; concessional loans to help fight poverty in developing
countries; and technical assistance and training to help countries
improve the management of their economies

The IMF was founded more than 60 years ago toward the end
of World War 11 (see History). The founders aimed to build a
framework for economic cooperation that would avoid a repetition of
the disastrous economic policies that had contributed to the Great
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Depression of the 1930s and the global conflict that followed. Since
then the world has changed dramatically, bringing extensive prosperity
and lifting millions out of poverty, especially in Asia. In many ways
the IMF's main purpose—to provide the global public good of
financial stability—is the same today as it was when the organization
was established. More specifically, the IMF continues to provide a
forum for cooperation on international monetary problems facilitate
the growth of international trade, thus promoting job creation,
economic growth, and poverty reduction; promote exchange rate
stability and an open system of international payments; and lend
countries foreign exchange when needed, on a temporary basis and
under adequate safeguards, to help them address balance of payments
problems.

The IMF's way of operating has changed over the years and has
undergone rapid change since the beginning of the 1990s as it has
sought to adapt to the changing needs of its expanding membership in
a globalized world economy. Most recently, the IMF's Managing
Director, Dominique Strauss-Kahn, has launched an ambitious reform
agenda, aimed at making sure the IMF continues to deliver the
economic analysis and multilateral consultation that is at the core of
its mission—ensuring the stability of the global monetary system.

5.2. An adapting IMF.
5.2.1. Make an English précis of the article.
5.2.2. Make a Ukrainian précis of the article.

With cross-border financial flows increasing sharply in recent
decades, the interdependence of countries has deepened (see slideshow
on capital inflows). The turbulence in advanced economy credit
markets in 2007-08 has demonstrated that domestic and international
financial stability cannot be taken for granted, even in the world's
wealthiest countries. The spike in food and fuel prices, which has hit
import-dependent poor and middle-income countries particularly hard,
is another aspect of the globalized economy we all are part of. In
response, the IMF has rethought its operations in several ways:

Enhancing IMF lending facilities. The IMF has upgraded its
lending facilities to enable it to better serve its members. It has created
a new Short-Term Liquidity Facility designed to help emerging market
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countries with a track record of sound policies address fallout from the
current financial crisis. To make its financial support more flexible and
tailored to the diversity of low-income countries, it has established a
new Poverty Reduction and Growth Trust, which has three new
lending windows. As part of a wide-ranging reform of its lending
practices, the IMF has also redefined the way it engages with countries
on issues related to structural reform of the economy.

Strengthening the monitoring of global, regional, and country
economies. The IMF has taken several steps to improve economic and
financial surveillance, which is its framework for providing advice to
member countries on macroeconomic policies. It is emphasizing
research into the links between the financial sector and the real
economy and the sharing of cross-country experiences. It has
published new guidance on how to analyze and advise on exchange
rates, and is paying more attention to the impact of the world's most
important economies on other countries’ economies. And it is
improving its ability to warn member countries of risks and
vulnerabilities in their economies.

Helping resolve global economic imbalances. The IMF's
analysis of global economic developments, contained in its World
Economic Outlook, provide finance ministers and central bank
governors with a common framework for discussing the global
economy. The IMF now also has the ability to call for multilateral
consultations to discuss specific problems facing the global economy
with a select group of countries—an innovative way of facilitating
collective action among key players in the global economy. The first
such consultation took place in 2006. It sought to reduce global
payments imbalances and involved China, the euro area, Japan, Saudi
Arabia, and the United States.

5.3. Analyzing capital market developments.
5.3.1. Give a written translation of Paragraph II.

The IMF is devoting more resources to the analysis of global
financial markets and their linkages with macroeconomic policy.
Twice a year, it publishes the Global Financial Stability Report, which
provides up-to-date analysis of developments in global financial
markets. IMF staff also work with member countries to help them
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identify potential risks to financial stability, including through the
Financial Sector Assessment Program (described in more detail
below). The IMF also offers training to country officials on how to
manage their financial systems, monetary and exchange regimes, and
capital markets. The IMF is currently facilitating the drafting of
voluntary guidelines for Sovereign Wealth Funds and works closely
with the Financial Stability Board to promote international financial
stability.

Assessing financial sector vulnerabilities. Resilient, well-
regulated financial systems are essential for macroeconomic stability
in a world of ever-growing capital flows. The IMF and the World Bank
jointly run the Financial Sector Assessment Program, aimed at alerting
countries to vulnerabilities and risks in their financial sectors. IMF and
World Bank staff also advise on how to strengthen oversight and
supervision of banks and other financial institutions. Working to cut
poverty. At present, more than a billion people are living on less than
$1 a day, and more than three-quarters of a billion people are
malnourished.

The IMF's role in low-income countries is changing as these
countries grow and mature. But its central goal remains the same: to
help promote economic stability and growth, laying the ground work
for deep and lasting poverty reduction. Its current main priority is to
help low- and middle-income countries cope with the adverse effects
of the global economic crisis. To that effect, it is stepping up lending
to low-income countries to combat the impact of the global recession.

Improving IMF governance. In May 2008, the IMF's
membership approved a two-year package of reforms to improve
representation of members at the Fund. For the IMF to be fully
effective in its role, it must be perceived as representing all countries
in a fair manner. With that in mind, governance reform is being
accelerated to ensure a decision-making structure that reflects current
global realities. The IMF is also becoming leaner and more efficient.
It is trimming expenditures and reorganizing the way it earns revenue
to pay for its operations.

Greater accountability and transparency. The IMF publishes
almost all of its annual economic health checks of member countries,
updates about its lending programs, and a wealth of other information
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on its website. The IMF's performance is assessed on a regular basis
by an Independent Evaluation Office.

C. AFTER YOU READ

a) Depending upon the content area, a discussion of the author of the
particular work can be helpful to the understanding of it.

b) What is the author trying to say?

c) What is his point of view and his reason for writing the particular
work?

D. LANGUAGE FOCUS

a) Make it negative:

1. The IMF is devoting more resources to the analysis of global
financial markets and their linkages with macroeconomic policy.

2. Twice a year, it publishes the Global Financial Stability Report,
which provides up-to-date analysis of developments in global
financial markets.

3. IMF staff also work with member countries to help them identify
potential risks to financial stability, including through the Financial
Sector Assessment Program (described in more detail below).

b) Paraphrase the following:

1. Resilient, well-regulated financial systems are essential for
macroeconomic stability in a world of ever-growing capital flows.

2. The IMF and the World Bank jointly run the Financial Sector
Assessment Program, aimed at alerting countries to vulnerabilities
and risks in their financial sectors.

3. IMF and World Bank staff also advise on how to strengthen
oversight and supervision of banks and other financial institutions.

c) Relate the action to the past/present/future:

1. The IMF publishes almost all of its annual economic health checks
of member countries, updates about its lending programs, and a
wealth of other information on its website.

2. The IMF's performance is assessed on a regular basis by an
Independent Evaluation Office.

d) Turn direct speech into indirect:

Financial analysts say: “The IMF provides policy advice and financing

to members in economic difficulties and also works with developing
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nations to help them achieve macroeconomic stability and reduce
poverty. Marked by massive movements of capital and abrupt shifts in
comparative advantage, globalization affects countries' policy choices
in many areas, including labor, trade, and tax policies”.

E. VOCABULARY ARRANGEMENT

a) Arrange a semantic field of the words relating to the learning to the
topic.

b) Add words you probably already understand to connect
relationships between what is known and the unknown.

c) Supply the English equivalent to the Ukrainian from the list given
below:

The euro noowcsasumucs from an eight-month low against the
dollar this week on nepiwuyquii hopes that eurozone leaders could agree
on a plan to address the region’s debt crisis. Sentiment towards the
single currency improved as the German parliament approved plans to
expand the size and pamxu of the European financial stability facility,
the eurozone’s anmuxpuszosuii porno, on Thursday. The euro, which hit
a low of $1.3361 against the dollar on Monday, noosceasuscs but still
finished the week 0.5 per cent lower at $1.3430 against the dollar.
Analysts remained sceptical that the single currency could make
significant progress in the absence of a concrete strategy from
European politicians to deal oooamrkosi eurozone debt problems and
to 3miynumu the region’s financial system.

Steve Barrow at Standard Bank said all that was happening was
that investors were cutting their bets against further sharp losses in the
euro, which was hardly the basis for a cma6inizosane rally in the single
currency. “Markets remain 6 3anenaoi,” he said. “For a rally to happen
eurozone officials have to come up with the goods. But while we feel
the risks are that their plans will receive a warm initial reaction by the
market, this support will soon sruxamu.”
scope
rescue fund
in limbo
peripheral
sustain
recover

ocouarwdE
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7. bolster
8. tentative
9. fade

10. rally

d) Suggest the correct translation:

People are finding it increasingly difficult to be optimistic, but
I'm hopeful that history will play itself out again,” said Charles
Schwab's Mr. Frederick. "I don't think we're going to get out of this
slump (A) in October, but | see that in November and
December."Investors are now turning their sights (B) to corporate
earnings (C), he said. So far, earnings have held up well throughout
the turmoil (D), and many investors are hoping for more of the same.
Companies will start releasing (E) their third-quarter reports in coming
weeks, and, perhaps more importantly, will give their outlook (F) for
profits and the economy. The Dow's (G) September decline capped its
fifth straight month of losses, the longest such string since the six
months ended February 2009. March 2009, however, marked the
beginning of a two-year rally. But some stock-market strategists, after
analyzing the relative performance this quarter of individual market
sectors, are not optimistic about a rally. Gina Martin Adams, an equity
(H) strategist for Wells Fargo Securities, says some so-called defensive
sectors, such as utilities (I) and consumer staples (J), vastly
outperformed the rest of the stock market. She says that shows that
even if investors decide to buy stocks, they are being extremely
cautious. That may be "an ominous indicator of where investors see
the economic potential in the next several months,” she says.
"Investors have been shunning risk in favor of more defensive
components of the index."

F. INFORMATION FILE
Share new information with your fellow students.

G. ADVANCE ORGANIZERS

Relate new reading material to something you already know, to your
background or experiences. Ask your teacher for assistance in
developing these issues.
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H. GROUP DISCUSSIONS
a) Group discussions in and out of class will help you to discover

what you bring to your reading, what your fellow students bring,
as well as shared experiences.

b) If you find they have new background information, ask for more

information from them.

. QUIZ#5
a. Define the following sentences “True” or “False”:

1.
2.

3
4.

o

8.
9.

10.

There are 196 member countries across the globe.
The global economic crisis has highlighted just how disconnected
countries have become in today’s world economy.

. The IMF was founded before the World War II.

The IMF does not provide concessional loans.

The IMF sought to reduce global payments imbalances and
involved China, the euro area, Japan, Saudi Arabia, and the United
Kingdom.

The lending facilities of the IMF have been advanced to enable it to
better serve its members.

Warning member countries of risks and vulnerabilities in their
economies is not the scope of IMF’s activities.

The Global Financial Stability Report is published quarterly.

The IMF is increasing expenditures and reorganizing the way it
earns revenue to pay for its operations.

The Independent Evaluation Office assesses the IMF’s performance
annually.

b. Give the opposite:

challenge, poverty, difficulty, low-income, efficient, vulnerability,
prosperity, overcome, accelerate, recession.

c. Decode the following terms:

downside,  framework, tackle,  cross-country  experience,
macroeconomic stability, governance, exchange rate, financial sector,
innovative, credit market.

d. Translate the following into English:

1.

Kpenutn MB® pnonomararoTe KpaiHam MOJ0JaTd €KOHOMIUHI
TPYAHOIII.
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Ha nymky nupexropa-posnopsanuka MB® Kpicrin Jlarapz, mo6

MIHIMI3yBaTH HaCIiJKH EKOHOMIYHOTO cmaxy B €Bporii,
HEOOXiJTHO  JOTPUMYBATHCS JBOX MPaBWI: CTHUMYJIIOBATH
€KOHOMIUHE  3pOCTaHHS, CTBOPIOIOYM  poOoui  micms, i

BIIMOBHTHCS BiT Oy/b-SKUX (POPM IMPOTEKIIOHIZMY.

@DoHJT Mae CTBOPIOBATH YMOBH IS iHTeHCH(DIKAIIiT i TT1IBUIICHHS
e(peKTUBHOCTI MDKHApOJHOTO OOMIHY depe3 cradimizalito
BAJIIOTHUX KYpCIB 1 3alOOIraHHS KOHKYPEHTHOMY 3HELIHEHHIO
BaJIIOT.

Koty Haxo19Th 0 LIEHTPaIbHOTO OaHKY KpaiHU-1T03NYaIbHUKA 1
BUKOPHCTOBYIOTHCS Ha ()OPMYBaHHS BAJIFOTHIX PE3EPBIB.
®dinaHCcOB1 omepailii, SKi € OCHOBHHUM HAMpPSIMOM JisUTbHOCTI,
MB® 3niiicHIOE TUTBKY 3 OQIIHUME OpraHaMu KpaiH — 4IEHIB
DoHpy.

[Ipn wnHananui kpenutiB MB® craButh mnepen KpaiHamu-
OOp>KHUKaMH JIesIK1 MOJITUYH] Ta €EKOHOMIYHI YMOBH.

MB® ne nume Hamae (iHAHCOBI pPeCcypcH, a W 3AIMCHEHIOE
JOCIIIJDKEHHS, aHalli3 Ta TMPOTHO3yBaHHS PO3BUTKY CBITOBOT
€KOHOMIKH Ta MDKHApOAHUX (DIHAHCOBUX PUHKIB.

MB® € tak 3BaHUM KPeAUTOPOM “Nepiioi pyku’’, TOOTO pecypcu
dbounay (six 1 CBiToBOMY O6aHKY) Tpeba IMmoBepTaTu B MepIry 4epry.
[IpaniBankn MB® Takox cHoiBOpamiOlOTh 3  KpaiHaMHu-
y4aCHUKaMH, 100 TOTIOMOTTH IM BU3HAYUTH MOTEHIIIITH1 3arpo3u
(hiHaHCOBIM CTaOLILHOCTI.

PicT uin Ha IpOJOBOJILCTBO Ta MajibHE BPa3UB KpaiHu, 3aJI€KHI
BiJl IMIIOPTY, a TAKOK KpaiHH 3 CEpeHIM PIBHEM JOXOY.

e. Revise the following finance&banking vocabulary:

capital funds middle-income
check inflow payment

credit lend share

euro lending sovereign
expenditure liquidity tax

exchange rate loan trust

flow low-income

f. Revise the following general vocabulary:
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ability
about
abrupt
accelerated

accountability

achieve
action
adapt
adapting
address
adequate
advanced
advantage
advantage
adverse
advice
advise
affect
agenda
ago

aim

alert

all
almost
also
ambitious
among
analysis
analyze
annual
another
approved
area
article
aspect
assessed

facilitate
facility
face

fair

fallout
fight
finance
financial
first
flexible
follow
food
forecast
foreign
forum
found
founder
framework
from

fuel

fully

fund
generally
give

global
globalization
globalized
goal

good
governance
governments
governor
grant

great
ground

group

people
perceived
performance
place
placed
player
policy
poor
potential
poverty
practice
present
price
priority
problem
program
promote
promoting
prosperity
provide
provider
précis
public
publish
purpose
rapid

rate

real
reality
recent
recently
recession
improve
record
redefine
reduce
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assessment
assistance
attention
avoid
balance
bank
based

basis
become
beginning
below
benefit
better
between
billion
board
bring

build

but

by

call

central
challenge
change
choice
closely
collective
combat
common
comparative
concessional
conflict
consultation
contain
continue
contribute

grow
growth
guidance
guideline

hard

health

help

highlight
history

hit

horizon

how

identify
imbalance
impact
import-dependent
important
improve
improving
include
increase
independent
individual
information
innovative
institution
interconnected
interdependence
international
into

involve

issues

job

jointly

just

key

reduction
reflect
reform
regime
regional
regular
related
remain
reorganize
repetition
report
represent
representation
research
resilient
resolve
resource
response
rethink
revenue
risk

role

run
safeguard
same
sector

see

select
serve
several
share
sharply
shifts
short-term
since
slideshow
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cooperation
cope

core
country
create
creation
crisis
cross-border
cross-country
current
currently
cut

day

decade
decision-making
deep
deepen
deliver
demonstrate
depression
design

detail
developing
development
devote
dialogue
difficulty
director
disastrous
discuss
diversity
domestic
downside
drafting
dramatically
earn

know-how
labor
lasting
launch

lay

lean

lift

linkage

link

living

low
low-income
macroeconomic
main

make
malnourished
manage
management
managing
manner
many

mark
market
massive
mature

May
member
membership
million
mind
minister
mission
monitor
movement
multilateral
nation

sound
specific
specifically
spike
stability
staff
statistics
step
strengthen
structural
structure
such
supervision
support
sure
surveillance
system
tackle
tailor

take

task
technical
temporary
today
toward
track

trade
training
translation
transparency
trend

trim
turbulence
twice
two-year
under
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economic
economy
effect
effective
effect
efficient
emerging
emphasize
enable
end
engage
English
ensure
especially
essential
establish
euro
evaluation
even
ever-growing
exchange
expanding
experience
extensive

near-global
need

new

now

offer

office
official
open
operating
operation
opportunity
organization
other

out

outlook
over
overcome
oversight
package
paragraph
part
particularly
pass

pay

undergo
uniquely
united
up-to-date
update
upgrade
voluntary
vulnerability
war

warn

way

wealth
wealthy
website
well-regulated
when

which

while
wide-ranging
window
with

work

world

year
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UNIT SIX.
EUROZONE

A.BEFORE YOU READ

1. CONCEPT MAPPING:
Develop a "mind map" around the notion “EUROPEAN UNION”
to comprehend the relationship between the new concepts and the
concepts you know.

2. BRAINSTORMING:

a) Examine the title of the selection you are about to read.

b) List all the information that comes to mind about this title.

c) Use these pieces of information to recall and understand the
material.

d) Use this knowledge to reframe or reorder what you know, or to
note what you disagree with, for further research.

3. SKIMMING THE TEXT:

Scan the text to comprehend the content structure.

4. VOCABULARY PREVIEWS:

Look up unfamiliar key words before reading to improve your

background and comprehension.

5. PRE-QUESTIONS:

Write out a series of questions you expect to be answered when

reading.

6. DEFINITION:

a) What is stagnation / deflation / recession?

b) What is the correlation of the EU’s and the US economies?

¢) What socio-economic and political groups does the USA belong
to?

7. CHARACTERISTICS:

a) How would I describe the collaboration between the US and the
EU?

b) What European fields are mostly affected by the US economy?

8. EXPERIENCE:

What experience have | had with the EU countries?

What can | imagine about the Ukraine’s EU partnership?


http://www.studygs.net/mapping
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B. READING

a) Highlight signal words, main idea sentences, phrases, headings
and subtitles.

b) Pay attention to specific plans of paragraph or text organization.

c) Define the phrases in italics:

6.1. Picking Up the Slack.

Europe is an unlikely candidate to pick up the slack in world
demand resulting from slower U.S. growth. Major European
countries—particularly Germany—Ilook likely to remain heavily
dependent on exports to drive their economies. This situation reflects
in part a sense of complacency among the Europeans and a lack of
political will, especially in current circumstances, to implement some
difficult, but necessary, policy measures. The complacency of the
Europeans arises from their view that they are victims in the current
economic and financial crisis. They see little wrong in the economic
policies that they have followed. In particular, they argue that they
have developed a competitive advantage in the export of certain types
of goods, and exploiting this advantage was a major impetus to growth
in the period before the current crisis. They see no reason to change
this basic model for growth. Weak political will also increases the
Europeans’ reluctance to take policy actions to improve their medium-
term economic performance. Such actions are seen as entailing
significant near-term costs.

No serious consideration is being given to diversifying their
economies by removing barriers in their economies created by
rigidities in product and labor markets that constrain Europe’s growth.
Instead, the Europeans are content to wait for world growth to resume,
with the mistaken impression that the world economy will essentially
go back relatively quickly to levels of activity and demand similar to
those that prevailed before the current crisis. However, things will not
be the same. In addition to slow demand growth in the United States,
demand within Europe will grow significantly more slowly than
previously. Growth in Eastern Europe will be less robust as these
countries cope with the fallout from the current crisis. These countries
will have to deal with an overhang of foreign currency denominated
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debt. They are likely to encounter significant difficulties in rolling over
existing loans and a drying up of new credit flows, particularly as
western European lenders scale back their operations in the east.

Moreover, these countries have generally experienced a
significant loss in competitiveness. The only way for them to restore
competitiveness, especially if they seek to maintain fixed exchange
rates or limit exchange rate movements relative to the euro, is through
slower growth in their domestic demand. A bigger problem for Europe
that will dim growth prospects will come from within the euro area.
The area’s southern countries (Portugal, Italy, Greece, and Spain) have
become noncompetitive both within the euro area and externally. Since
they are now members of the euro, they cannot rely—as they have in
the past—on changes in their nominal exchange rates to produce real
depreciations in order to restore their competitiveness.

They have only two choices. They can raise competitiveness
by improving the efficiency of their economies by undertaking needed
structural reforms. Or economic growth in these countries will be
constrained to significantly lower levels to allow for an improvement
in competitiveness through lower inflation than in the rest of the euro
area. The latter is the likely way that competitiveness will be improved.
The political will to implement needed reforms in these countries’
product and labor markets is just not there. Consequently, the countries
of southern Europe appear to be in for a long period of rather painful
economic adjustment. And this painful adjustment process could
severely test the future of European monetary union and the euro. Slow
growth in southern and eastern Europe will significantly impair growth
in the northern European countries. This will be especially true for
Germany, which has been very heavily dependent on exports to other
European countries. Stagnation in Europe, coupled with slow U.S.
growth, will directly depress growth in the rest of the world. But it may
also have important indirect adverse effects on world growth. With
slow growth throughout Europe and increased difficulties and stress in
southern Europe, protectionist pressures are likely to rise. The recent
EU decision to impose antidumping duties on steel pipe imports from
China on the basis of prospective (not actual) injury to the domestic
industry from such imports may be a harbinger of further recourse to
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import protection as recovery in Europe proceeds much more slowly
than the Europeans currently expect.

6.2. Germany powers eurozone recovery.
6.2.1. Make an English précis of the article.
6.2.2. Make a Ukrainian précis of the article.

Germany’s economy expanded by 0.7 per cent in the third
quarter, marking a sharp acceleration in the pace of recovery in
Europe’s largest economy, but the pick-up in France fell short of
expectations. The surge in German economic activity in the three
months to September, although slightly lower than expected,
suggested the country was rebounding rapidly from the disastrous
slump at the end of last year and early in 2009.Exports and investments
appeared to have powered German growth, making up for a fall in
consumer spending as the effects of the government’s temporary “cash
for clunkers” car purchase incentive scheme wore off.

The data strengthened expectations that eurozone gross
domestic product figures later on Friday would show that the recession
in the 16-country region had ended in the third quarter — although the
pace of the eurozone recovery is likely to fall short of the 0.9 per cent
expansion in US third-quarter GDP . However, French third-quarter
data were weaker than expected, showing GDP rose by 0.3 per cent
compared with the previous three months — the same as in the previous
quarter.

That surprised analysts because purchasing managers’ indices
had suggested France’s economy was performing better than
Germany’s. European policymakers, meanwhile, remain concerned
that continental Europe’s economic recovery will remain weak, with
rising unemployment and a strengthening euro acting as a brake on
growth. Much of the recent recovery appears to have been driven by
emergency stimulus measures and less aggressive de-stocking —
factors that could fade in coming months. The eurozone economy fared
worse than the US’s after the failure of Lehman Brothers late last year,
with the collapse of global economic confidence hitting its exports. But
France and Germany both emerged from recession ahead of the US
and the UK.
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Germany’s statistical office revised up the country’s second
quarter growth rate from 0.3 per cent to 0.4 per cent. The 0.7 per cent
rise in the third quarter was the strongest since early 2008.
Commenting on the latest figures, the statistical office said growth had
been boosted by construction and investment in machinery and
equipment. Stronger imports, meanwhile, led to a build-up in
inventories. However, private consumption “was down and slowed
economic growth,” the office said. Carsten Brzeski, European
economist at ING in Brussels, said: “The latest monthly numbers show
that industrial production has taken over the baton from car-driven
private consumption as the main growth driver. Looking ahead, the
current momentum is likely to stay for some time. The inventory cycle
has just started to turn and positive news will continue.” (The Financial
Times)

6.3. Dollar rebound weighs on European bourses.
6.3.1. Give a written translation of Paragraph I.

10:25 GMT. European bourses struggled to make headway on
Friday as traders pondered the implications of the dollar’s strong
advance in the previous session. A 1 per cent drop on Wall Street
overnight also damped sentiment. The dollar’s rally off 15-month lows
on Thursday had caught the market on the hop and set many investors
to question whether the long-established strategy of selling the dollar
to purchase riskier assets was taking a breather or had had its chips.
Gold and oil remained not far off Thursday’s lows, while stockmarkets
moved in a narrow range. The FTSE 100 was flat at 5,277.1, while the
FTSE Eurofirst 300 was also limp, adding just 0.1 per cent at 1,016.1.
Confirmation that the eurozone had moved out of recession in the third
quarter caused hardly a flutter. US futures point to the S&P 500
opening about 4 points higher.

Wall Street’s measure of investor anxiety, the Vix index, rose
on Thursday by 5.2 per cent to 24.24 as traders became concerned that
a more volatile dollar would translate into a jittery stock market.
Indeed, the S&P 500 had closed down 11.3 points at 1,087.2 as
tumbling energy stocks followed oil’s fall below $77 a barrel. On
Friday, oil traded up 0.7 per cent at $77.48. Higher crude inventories
were one reason for the black gold’s tumble in the previous session,
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but the rising dollar also played its part. On Friday the dollar was down
0.2 per cent versus the euro at $1.4874, having traded above $1.50
earlier in the week. On a trade-weighted basis the dollar was off 0.4
per cent at 75.40. But the buck lost ground against the yen, falling 0.7
per cent to Y89.74. Gold was steady after pulling back from the
previous day’s high above $1,120 an ounce. The precious metal was
trading up 0.4 per cent at $1.108.05. In Asia, the resource-rich
Australian market led the decliners, with the the S&P/ASX 200 falling
0.9 per cent to 4,706.4. The Nikkei 225 in Tokyo lost 0.4 per cent to
9770.3, while in China the Shanghai Composite turned an earlier loss
into a 0.5 per cent gain, closing at 3,187.65. Hong Kong’s Hang Seng
rose 0.7 per cent to 22,553.6. In the bond markets, US Treasuries were
flat after a sloppy $16bn 30-year auction late on Thursday. The US 10-
year benchmark was yielding 3.438. Ten-year Bund yields were off 0.3
basis points at 3.340 per cent.

C. AFTER YOU READ

a) Depending upon the content area, a discussion of the author of the
particular work can be helpful to the understanding of it.

b) What is the author trying to say?

¢) What is his point of view and his reason for writing the particular
work?

D. LANGUAGE FOCUS

a) Make it negative:

1. The surge in German economic activity in the three months to
September, although slightly lower than expected, suggested the
country was rebounding rapidly from the disastrous slump at the
end of last year and early in 20009.

2. Exports and investments appeared to have powered German
growth, making up for a fall in consumer spending as the effects of
the government’s temporary “cash for clunkers” car purchase
incentive scheme wore off.

b) Paraphrase the following:

1. European policymakers, meanwhile, remain concerned that
continental Europe’s economic recovery will remain weak, with



93

rising unemployment and a strengthening euro acting as a brake on
growth.

2. Much of the recent recovery appears to have been driven by
emergency stimulus measures and less aggressive de-stocking —
factors that could fade in coming months.

c) Relate the action to the past/present/future:

1. A bigger problem for Europe that will dim growth prospects will
come from within the euro area. The area’s southern countries
(Portugal, Italy, Greece, and Spain) have become noncompetitive
both within the euro area and externally.

2. Since they are now members of the euro, they cannot rely—as they
have in the past—on changes in their nominal exchange rates to
produce real depreciations in order to restore their competitiveness.

d) Turn direct into indirect:
Carsten Brzeski, European economist at ING in Brussels, said: “The
latest monthly numbers show that industrial production has taken over
the baton from car-driven private consumption as the main growth
driver. Looking ahead, the current momentum is likely to stay for some
time. The inventory cycle has just started to turn and positive news will
continue.”

F. VOCABULARY ARRANGEMENT

a) Arrange a semantic field of the words relating to the learning to
the topic.

b) Add words you probably already understand to connect
relationships between what is known and the unknown.

c) Supply the English equivalent to the Ukrainian from the list given
below:

The eouna Banrora also eased 0.1 per cent to Y103.21 against
the yen on the week, was 0.6 per cent weaker at SFr1.2145 against the
Swiss franc and dropped 1.1 per cent to £0.8635 against the pound.
Sterling, which also rose 0.5 per cent to $1.5544 against the dollar on
the week, received support as an official from the Swiss National Bank
said the central bank would be adding the currency to its pecypcu over
the next year.

Meanwhile the dollar found support as concerns over global
growth and the eurozone debt crisis zsaocysamu risk appetite and
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pushed investors to the relative 6esnexa of the US dollar. The dollar
rose 0.3 per cent to Y76.82 against the yen on the week, but advanced
more strongly against sazroma, npus ’sizana 0o mosapy.

The Australian dollar fell 0.9 per cent to a 10-month low of
$0.9688 against the US dollar over the week, while the Canadian dollar
dropped 1.7 per cent to a one-year natinuscuoi Touku 0f C$1.0456.The
New Zealand dollar also suffered, dropping 1.8 per cent to a six-month
low of $0.7610 against the US dollar over the week after the country
lost its kxpeoummnuit pemune «3 A».Rating agencies Fitch and Standard
& Poor’ snusunu peiituar New Zealand by one notch, citing concerns
over the high level of the country’s 306niwmniti 60pr.
external debt
weigh on
safety
commodity-linked currency
trough
single currency
triple A credit rating
downgrade
9. risk appetite
10. reserves
d) Suggest the correct translation:

Ingersoll-Rand sank (A) 3.87, or 12%, to 28.09, after the
industrial conglomerate (B) lowered its earnings and revenue (C)
outlook for the quarter, citing weak demand in consumer-related and
commercial-security (D) businesses. Orion Marine Group shed 46
cents, or 7.4%, to 5.77. The marine construction (E) and services
company said its markets have experienced "uncertain and tough
times," citing weak economic growth and delays in federal spending.
McGraw-Hill is in advanced talks to combine its S&P Indices business
with CME Group's Dow Jones Indexes, according to a report in The
Wall Street Journal. McGraw-Hill lost 1.31, or 3.1%, to 41, and CME
Group shed 10.78, or 4.2%, to 246.40. A deal could make it harder for
CBOE Holdings to renew S&P licenses. CBOE fell 1.25, or 4.9%, to
24.47. Fertilizer stocks took a hit (F) in the wake (G) of a government
report showing larger-than-expected corn stockpiles (H). Mosaic lost
5.23, or 9.7%, to 48.97, and CF Industries shed 17.55, or 12%, to

NGO~ wWNE


http://online.wsj.com/public/quotes/main.html?type=djn&symbol=IR
http://online.wsj.com/public/quotes/main.html?type=djn&symbol=ORN
http://online.wsj.com/public/quotes/main.html?type=djn&symbol=MHP
http://online.wsj.com/public/quotes/main.html?type=djn&symbol=CME
http://online.wsj.com/public/quotes/main.html?type=djn&symbol=CBOE
http://online.wsj.com/public/quotes/main.html?type=djn&symbol=CF
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123.39. Chicken and pork producers (1) gained (J) after the same report
on corn. Sanderson Farms rose 1.36, or 3%, to 47.50. Smithfield Foods
gains 37 cents, or 1.9%, to 19.50. Tyson Foods added 25 cents, or
1.5%, to 17.36.

F. INFORMATION FILE
Share new information with your fellow students.

G. ADVANCE ORGANIZERS

Relate new reading material to something you already know, to your
background or experiences. Ask your teacher for assistance in
developing these issues.

H. GROUP DISCUSSIONS

a) Group discussions in and out of class will help you to discover
what you bring to your reading, what your fellow students bring,
as well as shared experiences.

b) If you find they have new background information, ask for more
information from them

. QUIZ #6

a. Define the following sentences “True” or “False’:

1. Germany is not likely to depend on export to drive its economy.

2. There is a tendency that the Europeans will wait for world growth
to resume.

3. The US economy is marked with the slow growth of demand.

4. Portugal, Italy, Greece, and Spain have become noncompetitive

both within the euro area and internationally.

Germany’s economy expanded due to exports and investments.

6. There is a theory that faster growth in domestic demand will help
the EU countries restore competitiveness.

7. Statistics suggests that France’s economy was performing better
than Germany’s.

8. According to statistical office, investment in machinery and
equipment has boosted economic growth.

9. The buck lost ground against the yen in the stock market.

o


http://online.wsj.com/public/quotes/main.html?type=djn&symbol=SAFM
http://online.wsj.com/public/quotes/main.html?type=djn&symbol=SFD
http://online.wsj.com/public/quotes/main.html?type=djn&symbol=TSN
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10. Due to the dollar’s earlier strong advance European bourses

struggled to make headway on Friday.

b. Give the opposite:

adverse effects, aggressive, recovery, competitiveness, to power,
complacency, painful, tumble, protectionist, jittery.

c. Decode the following terms:

pick up the slack, antidumping duties, volatile dollar, benchmark,
slump, inventory, aggressive de-stocking, depreciation, a major
impetus, stagnation.

d. Translate the following into English:

1.

10.

Himenpki jgepxnanepu BBa)XarOThCsl HaWOUIBII  OE3MEYHUMU
aKTUBaMU B €BPO30HI 1 KOPUCTYIOTbCS MIJIBUIIEHUM IOMHUTOM B
IHBECTOpIB Ha TJI1 OOPTOBOT KpU3H.

HesBaxatoun Ha Te, mo I[lonpmia He BXOOUTH JO €BPO30OHHU,
KEpIBHUITBO 1[i€1 KpaiHu NIATPUMAIIO 3aX0IU 31 3MIITHEHHS €BPO.
[IporHo3 anamitukiB npo 2,5-BiacoTkoBe 3poctanHs BBII Oyne
aKTyaJIbHUM, SKIIIO €BPO30HI BAACTHCS BTPUMYBATH CUTYAI[II0 X04a
0 i BITHOCHUM KOHTPOJIEM.

€Bpornelicbkuii nieHTpanbHuid 6aHk (€1b) mpo1oBXKUTH BIMBaHHS
JIKBIJHOCTI B €KOHOMIKY €BPO30HH, HE3Ba)KalOUM Ha 3POCTAHHS
aKTHUBIB Ha HOTO OaJIaHCi IO pEKOPy.

Koanminitinuii  ypsg Mae 10 BHOOPIB BXHUTH 3aXOJIB  IIOJO
CKOpOYeHHs JiepxkOopry I['pewii, mo € 00OB'S3KOBOIO YMOBOO
oTpuMaHHS (IHAHCOBOI JIOIIOMOTH Bil €BPOCOIO3Y.
HecnpoMoskHicTe €Bpocoio3y LEHTpPaIi30BaHO KOOPIMHYBATH
€KOHOMIYHY MOJITHKY B KpaiHaX-uJeHaX JO3BOJIMIA ACIKUM 13 HUX
MOTPY3HYTH B HEMITHOMHUX OOprax.

CTalLIbHICT, Ta IHTETPOBAHICTH E€KOHOMIYHOTO 1 MOHETApHOTO
COI03y Ta €BPOCOIO3Y 3arajioM notrpedye iMIieMeHTallii IBUAKIX
Ta JI€BUX 3aXO0/IB.

baHku roToBi BUKOPUCTOBYBATH Oyib-sKi 3acO0M Ui TOro, 1100
YHUKHYTHU TIpO0JIeM 3 JIKBIAHICTIO.

[IpoBeneHHs CTPYKTYpHHUX peopM Ma€e CTaTH YaCTMHOIO CTpaTerii
BUXOY €BPOCOI03Y 3 KPHU3H.

Pedopmu BHYTPIIHBOIO PHHKY €BpOCOIO3Yy CHpPSMOBaHI Ha
CTUMYJIIOBaHHSI €KOHOMIYHOTO 3pOCTaHHS PEriOHYy 1 TOPKaroThCs
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BJIACHOCTI.

e. Revise the following finance&banking vocabulary:
assets depreciation investor
auction de-stocking lender
benchmark euro loan
bond eurozone loss
bourse fare monetary
buck flow stock
cash flutter stock exchange
cash yield FTSE stockmarket
cent futures trader
costs gain trade-weighted
credit GDP treasury
currency inflation tumble
deal inventory volatile
debt investment yen
denominate

f. Revise the following general vocabulary:
about fade pressure
above failure prevail
acceleration fall previous
acting falling previously
action fallout private
activity far problem
actual figure proceeds
adding financial process
addition fixed produce
adjustment flat product
advance flow production
advantage flutter prospective
adverse follow prospect
after for protection
against foreign protectionist
aggressive further précis
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ahead
allow
also
although
among
analyst
antidumping
anxiety
appear
area
argue
arise
article
assets
auction
back
barrel
barrier
basic
baton
because
become
before
below
benchmark
black
boost
both
brake
breather
buck
build-up
bund
but

can
candidate

future
generally
give
global

go

gold
goods
government
gross
ground
grow
growth
harbinger
hardly
have
headway
heavily
high
higher

hit

hop
however
impair
impetus
implement
implication
import
important
impose
impression
improve
improved
improvement
incentive
increase
indeed

pull
purchase
quarter
question
quickly
raise
rally
range
rapidly
rate
rather
real
reason
rebound
rebounding
recent
recession
recourse
recovery
reflect
reform
region
relative
relatively
reluctance
rely
remain
remove
resource-rich
rest
restore
result
resume
revise
rigidity
rise




99

car
car-driven
cause

certain
change
chips

choice
circumstance
closed
clunker
collapse
come
comment
compare
competitive
competitiveness
complacency
composite
concerned
confidence
confirmation
consequently
consideration
constrain
constrained
construction
consumer
consumption
content
continental
continue
cope

costs
country
couple

create

index
indirect
industrial
industry
inflation
injury
instead
into
jittery
just
labor
lack
large
last

late
latter
lead

less
level
likely
limit
limp
little
loan
long
long-established
look
low
machinery
main
maintain
major
make
manager
many
market

rising
risky
robust
roll

rose
same
scale
scheme
second
see

seek

sell

sense
sentiment
serious
session
set
severely
sharp
short
show
significant
significantly
similar
since
situation
slack
slightly
sloppy
slow
slump
some
southern
spending
stagnation
start
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crisis
crude
current
currently
cycle
damp
data

day
decision
decliners
demand
denominate
dependent
depress
developed
difficult
difficulty
dim
directly
disastrous
diversify
dollar
domestic
down
drive
driven
driver
drop

dry

duty
early

east
gastern
economic
economist
economy

may
meanwhile
measure
medium-term
member
metal
mistake
model
momentum
month
monthly
more
moreover
move
movement
much
narrow
near-term
necessary
need

new

nNews
nominal
noncompetitive
northern
now
number
office

oil

only
opening
operation
order
other
ounce

out

statistical
stay
steady
steel
stimulus
strategy
strengthen
strengthening
stress
strong
structural
struggle
such
suggest
surge
surprised
take
temporary
test

thing

third
third-quarter
this

those
three
through
throughout
time
Tokyo
trade
trading
translate
translation
true

turn

two
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effect
efficiency
emerge
emergency
encounter
end

energy
English
entail
equipment
especially
essentially
EU

Europe
existing
expand
expansion
expect
expectation
expected
experienced
exploit
export
externally
factor

over
overhang
overnight
pace

painful
paragraph
part
particular
particularly
past

per
performance
period

pick

pick-up

pipe

play

point

policy
policymaker
political
ponder
positive
power
precious

type
undertaking
unemployment
union
unlikely
versus
very
victim
view
volatile
wait
way
weak
week
weigh
western
whether
which
while
will
with
within
world
wrong
year
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UNIT SEVEN.

EU FINANCE POLICY

A.BEFORE YOU READ

1. CONCEPT MAPPING:

Develop a "mind map" around the notion “POLICY” to comprehend

the relationship between the new concepts and the concepts you

know.

2. BRAINSTORMING:

a) Examine the title of the selection you are about to read.

b) List all the information that comes to mind about this title.

c) Use these pieces of information to recall and understand the
material.

d) Use this knowledge to reframe or reorder what you know, or to
note what you disagree with, for further research.

3. SKIMMING THE TEXT:

Scan the text to comprehend the content structure.

4. VOCABULARY PREVIEWS:

Look up unfamiliar key words before reading to improve your

background and comprehension.

5. PRE-QUESTIONS:

Write out a series of questions you expect to be answered when

reading:

6. DEFINITION:

a) What is insurance / securities / investment funds / financial
markets infrastructure / retail financial services / payment
systems?

b) Where does the EU’s financial Commission fit?

¢) What group does EUBRD belong to?

7. CHARACTERISTICS:

a) How would I describe a credit from EBRD?

b) How does the Commission clearing house and the World Bank
cooperation look like?

c) What are the objectives of the Asian Development Bank’s policy?

8. EXPERIENCE:


http://www.studygs.net/mapping
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a) What experience has my country had with Asian Development
Bank?
b) What can | imagine about my job at the EBRD?

B. READING

a) Highlight signal words, main idea sentences, phrases, headings and
subtitles.

b) Pay attention to specific plans of paragraph or text organization.

c) Define the phrases in italics:

7.1. Financial Services - General Policy.

An overarching policy and strategy in financial services and
financial markets ensures coherence and consistency between the
various policy areas, such as banking, insurance, securities and
investment funds, financial markets infrastructure, retail financial
services and payment systems.

From 1999 to 2005, this overarching policy was delivered in
the framework of the Financial Services Action Plan (FSAP), and the
Commission continues to regularly monitor progress made in
implementing the FSAP, for instance through making twice-monthly
updates to its FSAP transposition tables. Work also continues on co-
ordinating the initiatives driven by the FSAP, including the
restructured financial services committee architecture. The recently
reviewed Lamfalussy process remains the basis for the EU regulatory
and supervisory approach. Strenthening the convergence of
supervisory practices is the overarching objective. In December 2005,
the Commission published the White Paper on Financial Services
2005-2010, which sets out the Commission's objectives in financial
services policy for the period to 2010.

Each year, the Commission publishes an empirical indicator-
based analysis to measure the progress of financial integration in the
European Union (European Financial Integration Report). This
analysis can inform policy debate by identifying the extent to which
integration is translating into enhanced competition and greater
efficiency of EU financial markets. It also seeks to monitor ways in
which financial instability might be transmitted across borders, so as
to inform discussions on the need to adapt EU prudential safeguards.
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The report includes an annual overview of the EU policy achievements
in the domain of financial services, previously published as Progress
Report.

On external relations, the Commission has developed a
strategy for a coherent and strengthened EU policy in the field of
financial services. Work focuses in particular on taking forward the
regulatory or other dialogues with the EU's main trading partners,
namely the United States (in the context of the EU-US Financial
Market Dialogue) and Japan, but also the emerging financial services
markets in China, India, Russia and elsewhere.

7.2. EU/Asia: Commission decides to establish network of financial
experts.
7.2.1. Make an English précis of the article.
7.2.2. Make a Ukrainian précis of the article.

The European Commission has adopted a decision to establish
a European Financial Expertise Network (EFEX) to assist Asian
countries seeking to restructure their financial sector. The Commission
will set up a ‘clearing house' to supply private and public sector
financial sector experts from the EFEX network in response to requests
for technical assistance. Requests may come directly from Asian
countries or through international financial institutions such as the
World Bank and Asian Development Bank. The experts will be
available to advise their counterparts in Asia on such topics as bank
restructuring, prudential supervision and risk management. The second
Asia-Europe Summit (ASEM II) in London on 3-4 April 1998
welcomed the idea of such a European Union (EU) financial experts
network, which will enable the EU to make an effective, visible and
much-needed contribution to tackling one of the main causes of recent
turbulence on Asian financial markets, whilst complementing the
efforts of other international organisations.

The Commission's decision was adopted on the initiative of
Mario Monti, Commissioner for financial services and Yves-Thibault
de Silguy, Commissioner for economic, monetary and financial affairs.
The Commission "clearing house" will have the task of encouraging
experts from the public sector (e.g. Central Banks and Finance
Ministries) and private sector organisations to make themselves
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available for technical assistance projects in Asian countries with the
greatest need. When projects come on stream from major donor
organisations such as the World Bank and Asian Development Bank,
the Commission clearing house will draw on its network of experts to
provide a human resource input into these projects. The World Bank
has welcomed the idea of such a network, and already operates
effectively with similar financial expert volunteer networks based in
the United States.

The financial crisis in Asia has shown that there is a real need
for advice and expertise in all areas of the financial sector in order to
assist efforts to re-establish financial stability. Among the main causes
of recent market turbulence were unsound lending policies of financial
institutions in the region and inadequate standards of prudential
supervision.

The creation of the network is a way of providing a co-ordinated
European response to the crisis whilst complementing the activities of
individual Member States. It is also a concrete demonstration of the EU's
determination to contribute to solving the region's problems.

The Commission clearing house will offer its services free of
charge. The finance for technical assistance or training will come from
existing multilateral and bilateral donor organisations (such as the
World Bank and the International Monetary Fund) or from the Asian
countries themselves.

7.3. EU-Japan: Results of annual High-Level Meeting.
7.3.1. Give a written translation of Paragraph I.

The annual EU-Japan High Level Meeting on Financial Issues
took place in Brussels on December 11, 2000, hosted by the European
Commission. The Commission was represented by Internal Market
Director General John Mogg and Economic and Financial Affairs
Director General Giovanni Ravasio. The Japanese delegation
comprised Haruhiko Kuroda, Vice Minister of Finance for
International Affairs, and Tadashi Iwashita, Senior Deputy Director
General of the International Bureau, both of the Japanese Ministry of
Finance, and Yoshio Okubo, Deputy Commissioner for International
Affairs, Japanese Financial Services Agency (FSA). This is the first
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time that representatives from the FSA have attended these
consultations in Brussels.

Fruitful discussions were held in a friendly atmosphere on
issues including macroeconomic developments in Japan and the EU,
regulatory and supervisory developments in the financial services, and
developments in the markets in Japan and the EU. The meeting
discussed exchanges of information on financial services in the EU, in
Japan and at the international level and also considered both regulation
and market developments. The Commission side presented the EU
Financial Services Action Plan (see 1P/00/1269) and elaborated on the
need for sound prudential regulation, including on a consolidated
basis. The Commission also described distance marketing, accounting
and financial reporting in the EU, as well as securities trading.

The Japanese side reported on Japan's progress on financial
system reform. It also described recent Japanese measures in the
financial services area with a focus on insurance and banking,
including the changes in the Deposit Insurance Law and the Insurance
Business law. The EU-Japan Regulatory Reform Dialogue and
Japanese and European proposals regarding financial services were
touched upon. Both sides also exchanged views on the WTO
negotiations regarding financial services. Other topics included the
recent changes in the Japanese financial administration, and the
follow-up to the EU-Japan Summit that took place in July 2000.

As regards macroeconomic issues, the Commission side
explained the current economic growth supported by sound macro and
structural policies in the euro area and the economic impact of the euro.
The importance of EMU was emphasised. Both sides exchanged views
on the developments in the world economy, such as the impact of oil
price rises and the slow-down in the US economy. The Japanese side
described the current economic situation and recent measures intended
to support the recovery in the Japanese economy, such as the new
economic package. They also noted the current fiscal position, the
effort to enhance accountability and efficiency of fiscal policy, and the
importance of fiscal consolidation after achieving the full recovery.
The Japanese representatives presented Japan's views on its role in
Asian regional co-operation.
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C. AFTER YOU READ

a) Depending upon the content area, a discussion of the author of the
particular work can be helpful to the understanding of it.

b) What is the author trying to say?

c) What is his point of view and his reason for writing the particular
work?

D. LANGUAGE FOCUS

a) Make it negative:

1. As regards macroeconomic issues, the Commission side explained

the current economic growth supported by sound macro and

structural policies in the euro area and the economic impact of the
euro.

The importance of EMU was emphasised.

3. Both sides exchanged views on the developments in the world
economy, such as the impact of oil price rises and the slow-down in
the US economy.

b) Paraphrase the following:

1. Fruitful discussions were held in a friendly atmosphere on issues
including macro-economic developments in Japan and the EU,
regulatory and supervisory developments in the financial services,
and developments in the markets in Japan and the EU.

2. The meeting discussed exchanges of information on financial
services in the EU, in Japan and at the international level and also
considered both regulation and market developments.

c) Relate the action to the past/present/future:

1. The Japanese side reported on Japan's progress on financial system
reform.

2. It also described recent Japanese measures in the financial services
area with a focus on insurance and banking, including the changes
in the Deposit Insurance Law and the Insurance Business law.

d) Turn direct into indirect:

The commissioner for economic, monetary and financial affairs

admitted: “The financial crisis in Asia has shown that there is a real

need for advice and expertise in all areas of the financial sector in order
to assist efforts to re-establish financial stability. Among the main
causes of recent market turbulence were unsound lending policies of

N
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financial institutions in the region and inadequate standards of
prudential supervision”.

E. VOCABULARY ARRANGEMENT
a) Arrange a semantic field of the words relating to the learning to
the topic.
b) Add words you probably already understand to connect
relationships between what is known and the unknown.
c) Supply the English equivalent to the Ukrainian from the list given
below:
It would require a new wmidxcypsidosa romicis t0 enable the
EFSF to co-operate with Europe’s central bank. This would have to be
authorised by the Bundestag and perhaps other szaxonooasuumu
opeanamu as Well. The immediate task is to erect desnexy against
contagion from a possible Greek default. There are two epaziusi
groups — the banks and the bonds of countries such as Italy and Spain
— that need to be protected. These two tasks could be zoiticneni as
follows. The EFSF would be used primarily to guarantee and
recapitalise banks. Systemically important banks would have to sign
an undertaking with the EFSF to abide by the instructions of the ECB
as long as the guarantees were in force. Banks that refused would not
be guaranteed. Europe’s central bank would then instruct the banks to
niompumyseamu credit lines and loan moprdens while closely
monitoring risks in their own accounts. These arrangements would
stop the concentrated ckopouenns uacmku nosuxosoeo kanimany that
is one of the main causes of the crisis. Completing the recapitalisation
would remove the momue to deleverage.
1. incentive
2. legislatures
3. safeguard
4. deleveraging
5. wvulnerable
6. intergovernmental agency
7. maintain
8. readjust.
9. accomplished
10. portfolio


http://www.ft.com/intl/cms/s/0/7f21abbc-e5fc-11e0-b196-00144feabdc0.html
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d) Suggest the correct translation:

Investors have been a trigger-happy (A) lot this week, gobbling
up risky securities one day and dumping them the next. But while the
European debt crisis dominated the conversation in the market, a key
factor behind the turmoil (B) was the fact that it's the end of the quarter.
Quarter-end is always a big deal for large, conservative investors (C)
like insurance companies and pension funds, which typically face self-
imposed limits on their risk-taking (D) and on how much they can hold
in different investments. Those rules mean that at quarter-end (E) they
place buy or sell orders just to get back in line with their mandates.
After a quarter as volatile (F) as this one, that rebalancing process can
be especially extensive. Some investors may have suffered hefty losses
in their stock portfolios (G) and gains in their bond holdings. To
readjust, they are stocking up on stocks to replenish (H) holdings (I)
that have lost value. Others might be redirecting cash from their now
top-heavy bond funds. At the same time, money managers are
generally rethinking their strategies, making it even more difficult to
decipher (J) market moves. These investors are reducing riskier
holdings due to the darkening clouds over the euro zone and the global
economy.

F. INFORMATION FILE
Share new information with your fellow students.

G. ADVANCE ORGANIZERS

Relate new reading material to something you already know, to your
background or experiences. Ask your teacher for assistance in
developing these issues.

H. GROUP DISCUSSIONS

a) Group discussions in and out of class will help you to discover
what you bring to your reading, what your fellow students bring,
as well as shared experiences.

b) If you find they have new background information, ask for more
information from them.

L.QUIZ #7
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a. Define the following sentences “True” or “False”:

1.

9.

An overarching policy and strategy in financial services and
financial markets ensures cohesion and consistency between the
various policy areas.

The Commission publishes annually an empirical indicator-based
analysis.

The report does not include yearly overview of the EU policy
achievements in the domain of financial services.

China is EU’s main trading partner.

European Financial Expertise Network was developed to assist
African countries.

The Comission will closely cooperate with the World Bank and
the IMF.

The services of the Commission clearing house won’t be offered
free of charge.

During the EU-Japan Meeting the Commission described distance
marketing, auditing and financial reporting in the EU, as well as
securities trading.

The issue of WTO was not mentioned at the annual EU-Japan
during High Level Meeting on Financial Issues.

10. The importance of the ECB was emphasized.

b. Give the opposite:

supervision, initiative, support, sound, friendly, expert, volunteer,
integration, consolidated, enhance.

c. Decode the following terms:

overarching policy, supervisory practices, investment fund, retail
financial services, clearing house, economic package, turbulence,
economic impact, contribution, public sector.

d. Translate the following into English:

1.

[Inan 3ampoBajkeHHs (PIHAHCOBUX MOCIYr — 1€ chpoda
€Bporneiicbkoro Coro3y CTBOPUTH €IUHHM PUHOK (PIHAHCOBHX
TIOCITYT.

[Ipouecu ¢inancoBoi iHTerpaimii MaloOTh HAWOUIBII CHCTEMHI
0COOJMBOCTI Ha TPHOX PIBHAX: TIJI0OAIBHOMY, €BPO30HHM Ta
TpaHchopMalifHUX EeKOHOMIK.

€Bporeiicbka (piHaHCOBa IHTErpaisi pO3BUBAEThCA Ha 0asi
BAJIIOTHOT'O CO03Y KpaiH €Bpo30oHH Ta €C.
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4. €BpOKOMICIS HAMaraeTrbCs BIICTEXKYBATH UUIAXHM TOMIMPEHHS
(iHaHCOBOT HECTAOLTFHOCTI Yepe3 KOPAOHHU.

5. Agiiicekuii 0aHK po3BUTKY OyB 3acHOBaHWil B 1966 p., mo0
CTHMYJTIOBATH 3pOCTaHHS eKOHOMIKHM B A3ii 1 Ha Jlamekomy Cxoi,
HAIPABJISIOYN B IIi PETIOHU MPSAMi MO3UKH Ta HA/IAI0YU TEXHITHE
CIIPHSTHHSL.

6. Amnamituku A3iiicbkoro 0aHKY pO3BUTKY 3a3HAYMIM, MIO0
npoOJieMH  €BPO30OHM MOXKYTh 3aroCTpUTH KpH3y CBITOBOI
€KOHOMIKH.

7. ®dinancoBa Kpu3a B A3ii IPOJAEMOHCTpPYBaJIa, 10 ICHYE TOTpebda B
nopajgax 1 KOHCYJIbTaTUBHUX IOCIyraXx CTOCOBHO BCIX raiy3ei
(hiHAHCOBOTO CEKTOpA.

8. AreHCTBO (hiHAHCOBHX IOCITYT — 1€ SATIOHCHKA JIepyKaBHA
oprasizaiis, sika 3IMCHIOE HATJIsA]] 32 0aHKIBCHKOIO MISUTBHICTIO,
TOPTriBJICIO LIIHHUMU MANepaMH 1 oreparisiMi 3 0OMIHY BaJOTH.

9. Ha 3ycrpiui 00roBoproBayicsi MHTaHHSI OOMiHY iH(OpMaIi€ero
ctocoBHO (piHaHcoBux mocayr B €C, B Smonii Ta Ha
MDKHApOJAHOMY PIBHI, a TaKOX pPO3TISAJAINCS TpoOIeMu
perysoBaHHS 1 PO3BUTKY PUHKIB.

10. Ha camiti Tako Oynau PO3MVISIHYTI AMCTAHI[IMHUNA MapKETHHT,
OyxranTepchbKuii 00K, (hiHaHCOBA 3BITHICTD 1 TOPTiBJIS [IIHHUMU
nanepamu B €C.

e. Revise the following finance&banking vocabulary:

clearing donor insurance
banking fiscal lending
charge funds securities
deposit indicator-based WTO

f. Revise the following general vocabulary:
accountability ensure process
accounting establish progress
achieve EU project
achievement euro proposal
across European provide
action exchange providing
activity existing prudential
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adapt
administration
adopt
advice
advise
affairs
after
agency

all

already
also

among
analysis
and

annual
approach
April
architecture
area

article

Asia
Asia-Europe
Asian
assist
assistance
at
atmosphere
attend
available
bank

based

basis
between
bilateral
border

both

expert
expertise
explain
extent
external
field
finance
financial
first

focus
follow-up
for
forward
framework
free
friendly
from
fruitful
full

fund
general
give

great
growth
have

high
high-level
host

house
human
idea
identify
impact
implement
importance
inadequate

precis
public
publish
re-establish
real

recent
recently
recovery
reform
regarding
regard
region
regional
regularly
regulation
regulatory
relation
remain
report
reported
representative
requests
resource
response
restructure
restructured
restructuring
result

retail
review

rise

risk

role

Russia
safeguard
second
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bureau
business

but

by

can

cause
central
change
China
co-operation
co-ordinated
co-ordinating
coherence
coherent
come
commission
commissioner
committee
competition
complement
comprise
concrete
consider
consistency
consolidate
consolidation
consultation
context
continue
contribute
contribution
convergence
counterpart
country
creation
crisis

included
include
including
India
individual
inform
information
infrastructure
initiative
input
instability
instance
institution
integration
intended
internal
international
into
investment
issue

Japan
Japanese
law

lending

level
London
macro
macroeconomic
main

major

make
management
market
marketing
measures
meeting

sector
securities
seek
senior
service

set

side
similar
situation
slow-down
S0

solving
sound
stability
standard
strategy
stream
strengthen
strenthening
structural
such
summit
supervision
supervisory
supply
support
supported
system
table
tackling
taking

task
technical
their
themselves
there
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current
debate
December
decide
decision
delegation
deliver
demonstration
deposit
deputy
describe
determination
developed
development
dialogue
directly
director
discuss
discussion
distance
domain
donor
draw

drive
economic
economy
effective
effectively
efficiency
effort
elaborate
elsewhere
emerging
emphasise
empirical
EMU

member
might
minister
ministry
monitor
much-needed
multilateral
namely
need
negotiation
network
new

noted
objective
offer

oil

operate

or

order
organisation
other
overarching
overview
package
paper
paragraph
particular
partner
payment
period
place

plan

policy
position
practice
present

these
they
through
time

took

topic
touch
trading
training
translating
translation
transmit
transposition
turbulence
twice-monthly
Ukrainian
union
united
unsound
update
upon

us
various
vice

view
visible
volunteer
way

way
welcomed
well

when
which
whilst
white

will
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enable previously with
encourage price work
English private world
enhance problem year
enhanced

UNIT EIGHT.

EUROPEAN FINANCE INSTITUTIONS

A.BEFORE YOU READ

1. CONCEPT MAPPING:
Develop a "mind map" around the notion “STOCK” to
comprehend the relationship between the new concepts and the
concepts you know.

2. BRAINSTORMING:

a) Examine the title of the selection you are about to read.

b) List all the information that comes to mind about this title.

c) Use these pieces of information to recall and understand the
material.

d) Use this knowledge to reframe or reorder what you know, or to
note what you disagree with, for further research.

3. SKIMMING THE TEXT:

Scan the text to comprehend the content structure.

4. VOCABULARY PREVIEWS:

Look up unfamiliar key words before reading to improve your

background and comprehension.

5. PRE-QUESTIONS:

Write out a series of questions you expect to be answered when

reading:

6. DEFINITION:

a) What is the EIB?

b) What is the highest credit rating of a bank?

¢) What group of banks does the EIB belong to?

7. CHARACTERISTICS:

a) How would | describe over-the-counter securities?
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b) What does over-the-counter (OTC) trading look like?

c) How is the EIB’s work organised?

8. EXPERIENCE:

a) What experience have | had with the EIB?

b) What can | imagine about Ukraine’s contribution to the EIB?

B. READING

a) Highlight signal words, main idea sentences, phrases, headings
and subtitles.

b) Pay attention to specific plans of paragraph or text organization.

c) Define the phrases in italics:

8.1. The European Investment Bank.

The European Investment Bank (EIB) was set up in 1958 by
the Treaty of Rome as the long-term lending Bank of the European
Union. The EIB lends money to the public and private sectors for
projects of European interest, such as:

Cohesion and convergence of EU regions. Support for small
and medium-sized enterprises Environmental schemes Research,
development and innovation

Transport. Energy. The EIB is active in the EU and in some
140 countries worldwide with which the EU has a Cooperation
agreement.

Philippe Maystadt, from Belgium, became President of the EIB
on 1 January 2000. What does the Bank do? The EIB is a non-profit,
policy driven bank. Unlike commercial banks, the EIB does not
manage personal bank accounts, conduct over-the-counter
transactions or provide private investment advice. The EIB makes
long-term loans for capital investment projects (mainly fixed assets)
but does not provide grants. The EIB is owned by the Member States
of the European Union. They subscribe jointly to its capital, each
country’s contribution reflecting its economic weight within the
Union. The EIB does not use any funds from the EU budget. Instead,
it is self-financing, borrowing on the financial markets.

Because the EU Member States are the EIB’s shareholders, it
carries the highest possible credit rating (AAA) on the money markets.
As a result, the EIB can raise large amounts of capital on very
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competitive terms. As the EIB is not-for —profit, its lending conditions
are equally favourable. The EIB cannot however lend anymore than
50% of the total cost of an individual project. The projects the Bank
invests in are carefully selected according to the following criteria:
they must help achieve EU objectives; they must be economically,
financially, technically and environmentally sound; they should help
attract other sources of funding. The EIB also supports sustainable
development in the candidate and potential candidate countries, in EU
neighbour countries to the south and to the east, and in partner
countries elsewhere.

The EIB is the majority shareholder in the European
Investment Fund. How is the Bank's work organised? The EIB is an
autonomous institution. It makes its own borrowing and lending
decisions purely on the merits of each project and the opportunities
offered by the financial markets. As a transparent institution, the Bank
reports widely on all its activities. The EIB maintains close working
ties with the family of EU institutions in pursuit of the Community’s
objectives. Most notably, the Bank is represented at a number of
committees of the European Parliament, and the Ecofin Council of
Ministers.

The Bank’s decisions are taken by the following statutory
bodies:

The Board of Governors consists of ministers (normally the
Finance Ministers) from all the EU Member States. It defines the
Bank’s general lending policy, approves the balance sheet and annual
report, authorises the Bank to fund projects outside the EU and decides
on capital increases. The Board of Directors approves lending and
borrowing operations and ensures the proper management of the EIB.
It consists of 28 Directors — one nominated by each EU Member State
and one by the European Commission. The Management Committee
is the Bank’s full-time executive. It handles the EIB’s day-to-day
business and it has nine members. The Audit Committee is an
independent body answerable directly to the Board of Governors and
responsible for verifying that the operations of the Bank have been
conducted and its books kept in a proper manner.

8.2. Swiss Investment Fund for Emerging Markets — SIFEM.
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8.2.1. Make an English précis of the article.
8.2.2. Make a Ukrainian précis of the article.

The Swiss Investment Fund for Emerging Markets (Sifem) was
established on 1st July 2005 as a spin-off of the Swiss Confederation’s
State Secretariat for Economic Affairs (seco). Seco has invested some
$200 million over the last 10 years in some 30 projects, mostly through
private equity funds. Sifem was created as part of seco’s long term
strategy for poverty reduction as outlined in “Strategy 2006 and
“Agenda 20107, and Switzerland’s general commitments to the
Millennium Development Goals. Both white papers reaftirm seco’s
commitment to the idea that the private sector has a crucial role to play
in sustainable development, and that public money can be used as an
extremely effective catalyst in mobilising private investors who are
normally hesitant to enter emerging markets.

During the interim phase, which will run until the end of 2006,
Sifem is mandated to manage and advise on seco’s portfolio, while
continuing to seek new investments. At the end of this phase, and
following the necessary legislative amendments in the Swiss
Parliament, seco will transfer the portfolio to Sifem but will retain
oversight as principal shareholder. To better respond to the market,
Sifem plans to diversify into loan instruments, credit guarantees and
direct investments. In regards to fund investments, Sifem participates
in the range of 15 — 30%, usually between 5 to 7 million US dollars.
Direct investments range up to 7.5 million US dollars. Sifem invests
in developing and transitional countries, as defined by the World Bank,
with a GNP per capita of under 5,295 US dollars. A large part of the
investments will be made in seco’s priority countries.

8.3. CDC Group Plc.
8.3.1. Give a written translation of Paragraph I.

CDC’s mission is to generate wealth in the emerging markets,
particularly in poorer countries, by providing capital for investment in
sustainable and responsibly managed private sector businesses. CDC
is one of the longest-established emerging markets development
finance institutions in the world: it has been providing capital to
developing countries for nearly 60 years. Its target is to make 70% of
its investments in the poorest countries, i.e. those with annual GDP per
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capita below US$1,750m, and the remaining 30% in countries which
are classified as poor, i.e. those with annual GDP per capita below
US$9,075. Priority markets are in Africa and South Asia. CDC has
built up a portfolio valued in excess of US$2 billion. Its funds are
currently deployed in 250 companies in 60 countries. CDC requires
fund managers and investee companies to observe a set of business
principles relating to governance, social responsibility, health and
safety and care for the environment.

CDC operates as a fund of funds. It does not make direct
investments in companies, but places capital with managers who know
and understand the emerging markets. Its monies are currently
committed to more than 35 separate funds in Africa, Asia and Latin
America. CDC will only commit funds to managers who invest equity
or mezzanine instruments.

C. AFTER YOU READ

a) Depending upon the content area, a discussion of the author of the
particular work can be helpful to the understanding of it.

b) What is the author trying to say?

¢) What is his point of view and his reason for writing the particular
work?

D. LANGUAGE FOCUS

a) Make it negative:

1. CDC is one of the longest-established emerging markets
development finance institutions in the world: it has been providing
capital to developing countries for nearly 60 years.

2. Itstarget is to make 70% of its investments in the poorest countries,
i.e. those with annual GDP per capita below US$1,750m, and the
remaining 30% in countries which are classified as poor, i.e. those
with annual GDP per capita below US$9,075.

b) Paraphrase the following:

1. Priority markets are in Africa and South Asia. CDC has built up a
portfolio valued in excess of US$2 billion.

2. Its funds are currently deployed in 250 companies in 60 countries.
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3. CDC requires fund managers and investee companies to observe a
set of business principles relating to governance, social
responsibility, health and safety and care for the environment.

c) Relate the action to the past/present/future:

1. During the interim phase, which will run until the end of 2006,
Sifem is mandated to manage and advise on seco’s portfolio, while
continuing to seek new investments.

2. At the end of this phase, and following the necessary legislative
amendments in the Swiss Parliament, seco will transfer the portfolio
to Sifem but will retain oversight as principal shareholder.

d) Turn direct speech into indirect:

The survey defined: “The Bank’s general lending policy, approves the

balance sheet and annual report, authorises the Bank to fund projects

outside the EU and decides on capital increases. The Board of

Directors approves lending and borrowing operations and ensures the

proper management of the EIB. It consists of 28 Directors — one

nominated by each EU Member State and one by the European

Commission”.

E. VOCABULARY ARRANGEMENT

a) Arrange a semantic field of the words relating to the learning to
the topic.

b) Add words you probably already understand to connect
relationships between what is known and the unknown.

c) Supply the English equivalent to the Ukrainian from the list given
below:

To smenwumu the pressure on the government bonds of
countries such as Italy, the ECB would lower its suuoicena rate. It
would then encourage countries to finance entirely by sunycky
Treasury bills, and banks to buy the bills. Banks could rediscount the
bills with the ECB but they would not do so as long as they earned
more on the bills than on the cash. This would allow Italy and other
countries to refinance for about 1 per cent a year during this
kpumuynui period. Yet the countries concerned would be nionseamu
strict discipline because if they went beyond agreed limits the facility
would be withdrawn. Neither the ECB nor the EFSF would buy any
more bonds in the market.
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These measures would allow Greece to default without causing
a global pyiinysanns. That does not mean that Greece would be forced
into  6anxkpymemso. 1f it met, the EFSF could niompumamu a
“camocmiuny” restructuring at, say 50 cents on the euro. The EFSF
would have enough money left to guarantee and recapitalise the
European banks. It would be left to the International Monetary Fund
to recapitalise the Greek banks. How Greece icnysamu then would be
up to the Greeks.
discount
subject to
meltdown
issuing
fare
relieve
underwrite
emergency
9. voluntary
10. default
d) Suggest the correct translation:

Even as the euro was rallying (A) off of its lows (B),
speculative investors increased their bets against the common currency
this week, according to a report from the U.S. Commodity (C) Futures
Trading Commission. The euro has made a meandering (D) climb back
from an eight-month low hit against the dollar on Monday, inspired by
faint (E) signs that European leaders are making progress solving the
region's debt crisis, including Germany approving a measure to boost
(F)the region's bailout fund. But that short-term rally came at a time
when speculative traders, who try to profit off of changes in exchange
rates, still held bets amounting (G) to a near-record net position that
the euro would weaken. Their net "short™ position was $13.95 billion
on Sept. 27—a 15-month high, the CFTC said Friday. The euro dipped
(H) as low as $1.3360 on Monday before pushing toward $1.37 in the
middle of the week. It has once again faltered (1), dropping back (J) to
about $1.34 late Friday. Meanwhile, the dollar was at ¥77.08 from
¥76.83 late Thursday, while the euro was at ¥103.20 compared with
¥104.46. The U.K. pound traded at $1.5587 from $1.5626, while the
dollar bought 0.9067 Swiss franc from 0.8970 franc.

NGk wWNE
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F. INFORMATION FILE
Share new information with your fellow students.

G. ADVANCE ORGANIZERS

Relate new reading material to something you already know, to your
background or experiences. Ask your teacher for assistance in
developing these issues.

H. GROUP DISCUSSIONS

Group discussions in and out of class will help you to discover what
you bring to your reading, what your fellow students bring, as well as
shared experiences.

If you find they have new background information, ask for more
information from them.

. QUIZ#38

a. Define the following sentences “True” or “False’:

The EIB is the main lending institution of the EU.

The EIB does not provide retail banking services.

The EU is the main owner of the EIB.

The European Investment Fund is the majority shareholder in the
EIB.

AAA is the highest possible credit rating.

The Board of Governors comprises ministers from all the EU
Member States.

7. Lending and borrowing operations are approved by the Board of

el N =
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Directors.

8. The Audit Committee is answerable directly to the Board of
Directors.

9. CDC’s target is making 70% of its investments in the developing
nations.

10. Sifem invests in poor and transitional countries.

b. Give the opposite:

sustainable, merit, development, autonomous, transparent, commit,
crucial, full-time, proper, attract.

c. Decode the following terms:



123

treaty, over-the-counter, personal bank accounts, fixed assets,
emerging market, private investors, GDP per capita, direct investment,
spin-off, mezzanine instrument.

d. Translate the following into English:

1.

10.

€1b nanae kpeautu kpaiHam-wieHam €C ta iHmuM 140 kpainam
CBITy — TakK 3BaHHMM KpaiHaM-TlapTHepaMm, a TaK0X IMPUBATHUM
KOMITaHISIM.

€1b mae gexinbka (PIHAHCOBUX MEXaHI3MIB, 3aBMSKH SKUM BIH
HaJa€e JOTOMOTY MPOEKTaM: IHAWBIMyalbHI MO3UKH, TJI0OANbHI
MMO3UKH Ta CTPYKTYpPOBaH1 KPEAUTHI JIHII.

27 xpain-uneniB €C e akimionepamu €Ib 1 cniibHO HaIaAIOTh
kamitan ana €1b, a ix BiAMOBIAHI BHECKH BITOOpaKAIOTh
€KOHOMIYHY Bary Ko»Ho1 Kpainu BcepeauHi CniibHOTH.

Pana mupektopiB OaHKy CKIamaeThCcs 3 28 TUPEKTOPIB: KOXKHA
kpaina-wien €C mpu3Hadae Mo OJHOMY JMPEKTOPY, 1 OJAMH —
€BpoOMNechbKOI KOMICi€l0, a TakoX JyOsiepiB — BCl BOHH
Npu3HavaThea Pagoro kepyrounx.

[Ipoextn JlepkaBHOTO CeKpeTapiaTy 3 EKOHOMIYHUX IHTaHb
SECO 30cepemkyoTbcsi Ha CIPUSHHI CTAJIOMYy €KOHOMIYHOMY
3pOCTaHHIO Ha OCHOBI PMHKOBOI €KOHOMIKM Ta Ha IHTErparii
KpaiH-TIapTHEPIB y CBITOBY €KOHOMIKY.

Hismeaicte  SECO, 30kpema, TOB’s3aHa 3  MATPUMKOIO
pedbopmyBaHHS ~ TIOMITUKM B cdepi  MaKPOCKOHOMIKH,
1HOPACTPYKTYPHUMH MPOEKTaMH 1 MporpaMamMu CIPUSHHS
TOPTiBJIi Ta IHBECTHUIIISIM.

B Vkpaini SECO niarpumye npoektu B cdepi KOPIopaTUBHOTO
yIpaBJIiHHS, iHppacTpykTypu,  saepHoi — Oe3meku  Ta
paIilOHaTFHOTO BUKOPUCTAHHSI €HEPT1i.

Kopmnopariist po3Butky CriBapyXHOCTI — 11e OpUTaHChKa ypsioBa
oprasizailisi po3BUTKY, siKa ji€ B kpaiHax IliBaenHo1 Adpuku.
@®oHpn GoHAIB — 1e IHBECTULIHHUN (POHA, KU BHKOPUCTOBYE
IHBECTHULIIHY cTpaTerito, 3aCHOBaHy Ha 300pi, KaTeropusarlii Ta
aHaji31 mopT(OoIIi0 IHIIMX IHBECTULIMHUX QOH/IIB.

Kopmnoparist po3Butky CHIBAPYXKHOCTI HE 3IMCHIOE TMPSMHUX
IHBECTHIII Y KOMITaHii, a pO3MOIiisie KamiTall cepe]] MEHEKEPIB,
SIK1 CTICI1aTI3YIOThCSl HA PUHKAX, 1[0 PO3BUBAIOTHCA.

e. Revise the following finance&banking vocabulary:
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AAA fund over-the-counter
assets funding portfolio
audit funds self-financing
borrowing GNP shareholder
budget investee transaction
EIB mezzanine finance transfer
equity non-profit wealth

f. Revise the following general vocabulary:
according favourable place
account finance plan
achieve financial play
active financially plc
activity fixed policy
advice following poor
advise for possible
affairs from potential
Africa full-time poverty
agreement general president
all generate principal
also give principle
amendment GNP priority
America goal private
amount governance project
annual governors proper
answerable grants provide
anymore group providing
approves guarantee précis
article handle public
Asia have purely
assets health pursuit
attract help raise
authorise hesitant range
autonomous high rating
balance how reaffirm
bank however reduction




125

Belgium
below
better
between
billion
board

body

book

both

budget
build
business
but

by

can
candidate
capita

care
carefully
carry
catalyst
classified
close
commercial
commission
commit
commitment
committed
committee
community
company
competitive
condition
conduct
conducted
confederation

idea
increase
independent
individual
innovation
instead
institution
instrument
interest
interim
into

invest
January
jointly
July

keep
know
large

last

Latin
legislative
lend
lending
loan

long
long-term
long-established
maintain
majority
make
manage
managed
management
manager
mandate
manner

reflect
regard
region
relate
remain
report
represent
require
research
respond
responsibility
responsible
responsibly
result
retain

role

Rome

run

safety
scheme
secretariat
sector

seek
selected
self-financing
separate
set

sheet
should
small
social
some
sound
source
south
spin-off




126

consist
continue
contribution
convergence
cooperation
cost

council
country
create
criterion
crucial
currently
day-to-day
decide
decision
define
deploy
developing
development
direct
directly
director
diversify

do

dollar
driven
during

each

east

Ecofin
economic
economically
effective
elsewhere
emerging
end

market
medium-sized
member
merit
millennium
million
minister
mission
mobilise
money
more
mostly
must
nearly
necessary
neighbour
new

nine
nominate
normally
not
not-for
notably
number
objective
observe
offer

on

one

only
operate
operation
opportunity
or
organise
other

state
statutory
strategy
subscribe
such
support
sustainable
Swiss
Switzerland
take

target
technically
term

than

that

they

this

those
through

tie

total
transitional
translation
transparent
transport
treaty
under
understand
union
unlike
until

up

use

used
usually
value
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THE EUROPEAN BANK OF RECONSTRUCTION AND
DEVELOPMENT

BEFORE YOU READ
1. CONCEPT MAPPING:

Develop a "mind map" around the notion “BANK” to comprehend
the relationship between the new concepts and the concepts you

know.

2. BRAINSTORMING:
a) Examine the title of the selection you are about to read.

energy outline verify
English outside very
ensure over weight
enter over-the-counter what
enterprise oversight which
environment own while
environmental owned white
environmentally paper who
equally paragraph widely
equity parliament will
established part with
EU participate within
European particularly work
excess partner working
executive per world
extremely personal worldwide
family phase year
UNIT NINE.

b) List all the information that comes to mind about this title.

c) Use these pieces of information to recall and understand the
material.

d) Use this knowledge to reframe or reorder what you know, or to
note what you disagree with, for further research.

3. SKIMMING THE TEXT:
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Scan the text to comprehend the content structure.

4. VOCABULARY PREVIEWS:

Look up unfamiliar key words before reading to improve your

background and comprehension.

5. PRE-QUESTIONS:

Write out a series of questions you expect to be answered when

reading:

6. DEFINITION:

a) What are the concepts underlying the Bank’s activity?

b) Where does the market economy fit in the field of EBRD’s
activities?

c) What group do the Central and Eastern European countries belong
to?

7. CHARACTERISTICS:

a) How would I describe the market-oriented economy?

b) What do the EBRD’s operations and lending strategy look like?

¢) What are its fundamentals?

8. EXPERIENCE:

a) What experience have | had with non-governmental
organizations?

b) What can | imagine about working in the Council of Europe?

B. READING

a) Highlight signal words, main idea sentences, phrases, headings
and subtitles.

b) Pay attention to specific plans of paragraph or text organization.

c) Define the phrases in italics:

9.1. Establishing the European Bank for Reconstruction and
Development

An important feature of the Agreement (the “Agreement”)
Establishing the European Bank for Reconstruction and Development
(the “Bank”) relates to the political aspects of the Bank’s activities. This
memorandum outlines suggested procedures that the Bank might adopt
to implement the political aspects of its mandate.

| Provisions of the Agreement
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The concepts underlying the Bank’s mandate are found in the
Preamble to the Agreement.1 The Agreement then states the general
principles which form the basis for the mandate. The principal relevant
provisions are in Article 1, which sets out the Bank’s purpose, and
Article 8, which deals with the use of the Bank’s resources. Article 1
states:

“In contributing to economic progress and reconstruction, the
purpose of the Bank shall be to foster the transition towards open
market-oriented economies and to promote private and
entrepreneurial initiative in the Central and Eastern European
countries committed to and applying the principles of multiparty
democracy, pluralism and market economics.”

The countries of the Bank’s operations which signed and
ratified the Agreement committed themselves to the purpose of the
Bank, as well as to the other provisions of the Agreement. Other
members, by their signature and ratification, accepted the commitment
of those countries.

Paragraphs 1 and 2 of Article 8 state:

“1. The resources and facilities of the Bank shall be used
exclusively to implement the purpose and carry out the functions set
forth, respectively, in Articles 1 and 2 of this Agreement.

2. The Bank may conduct its operations in countries from
Central and Eastern Europe which are proceeding steadily in the
transition towards market-oriented economies and the promotion of
private and entrepreneurial initiative, and which apply, by concrete
steps and otherwise, the principles as set forth in Article 1 of this
Agreement.”

The Agreement empowers the Bank to “provide technical advice
and assistance which serve its purposes and come within its functions”
(paragraph 1(vi) of Article 20) and to finance such technical assistance
(paragraph (ii) of Article 13). It calls for a review at least annually by
the Board of Directors of the Bank’s operations and lending strategy in
each Central and Eastern European country to ensure that the purpose
of the Bank, including by implication the political aspects of its
mandate, is fully served. 2 It also addresses the consequences of a
country implementing policies inconsistent with the Bank’s purpose.
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It is evident from the Preamble to the Agreement, as well as
from the history of the Agreement’s negotiation, that the successful
transition of member countries to market-oriented economies is
closely linked to parallel progress towards democracy and the rule of
law. Thus, the political aspects of the Bank’s mandate extend to all
elements of the Bank’s purpose as set out in Article 1 and should be
monitored and encouraged by the Bank as part of the process of
assisting the transition of countries of operations to market economies.

9.2. Implementation.
9.2.1. Make an English précis of the article.
9.2.2. Make a Ukrainian précis of the article.

a) Objectives

Because of the critical link between the economic and political
aspects of the Agreement, the decision on an appropriate way to assess
the progress of countries of operations towards multiparty democracy,
pluralism and market economics is vital to the Bank’s successful
fulfilment of its mandate. The specifically economic aspect of the
Bank’s mandate is outside the scope of this memorandum, but an
assessment of economic as well as political factors will be fundamental
to an overall view of the implementation of the Bank’s purpose in the
countries of operations.

In considering how to assess political progress, emphasis is
often placed on human rights. References to human rights are in fact
found in the Preamble, although not in the Agreement itself. This
drafting choice was deliberate. It does not exclude human rights from
the scope of the political aspects of the Bank’s mandate, but it indicates
that only those rights which, in accordance with international
standards, are essential elements of multiparty democracy, pluralism
and market economics should be considered when evaluating a
country’s progress. Such a reading of the Agreement focuses primarily
on civil and political rights. Other rights, including economic and
social rights that advance multiparty democracy, pluralism and market
economics, could be taken into account and fostered by the Bank in
connection with its normal operations.

b) Procedures
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Against that background, and that of the experience of other
relevant institutions, it seems appropriate to assess political and
economic progress together, annually, in the Bank’s country strategy
papers, rather than on a project by project basis.

The approach to the assessment might be to consider progress
on factors relevant

to the political aspects of the Bank’s purpose, as set out in
Article 1, drawn from

the various reference points cited in Section Il above, e.g.:

* free elections;

* representative government in which the executive is
accountable to the elected legislature or the electorate;

* duty of the government and the public authorities to act in
accordance with the constitution and law, and availability of redress
against administrative decisions;

* separation between the State and political parties;

* independence of the judiciary;

* equal protection under the law, including for minorities;

* fair criminal procedure;

* freedom of speech, including the media, of association, and
of peaceful assembly;

* freedom of conscience and religion;

* freedom of movement;

* the right to private property; and

« the right to form trade unions and to strike.

These internationally recognised elements could also be
fostered by the Bank in its operations, including technical cooperation,
to promote the transition to market-oriented economies and otherwise
satisfying the operating principles of the Bank, as described in Article
13. For example, the Bank could encourage public participation and
consultation in the preparation of infrastructure projects and could help
with the establishment of consumer protection bodies as part of public
sector projects.

9.3. The Bank Cooperation.
9.3.1. Give a written translation of Paragraph I.
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The Bank will cooperate with other institutions and non-
governmental organisations, particularly the Council of Europe, in
making its assessment of a country’s progress towards the political
aspects of the Agreement. Admission to the Council of Europe and
ratification of the European Convention on Human Rights would be
positive indications of a country’s continued commitment to the
Bank’s purpose. If the formal assessment of implementation of the
political aspects of the Bank’s purpose indicates that a country is
implementing policies that, to a greater or lesser degree, are
inconsistent with that purpose, paragraph 3 of Article 8 provides the
Bank’s governing bodies, under the authority of the Board of
Governors, substantial flexibility in formulating the Bank’s response.

Such circumstances will be considered by the Board of
Directors, in accordance with its usual procedures, whether in
connection with a formal review of operations or otherwise as
appropriate, for example through reports of fact-finding missions.

If the Board of Directors decides to apply the provisions of
paragraph 3 of Article 8, it must submit the issue to the Board of
Governors with recommendations. Action by the Board of Governors
might include, according to the circumstances:

* recommendations;

* postponement of proposed operations;

* restrictions of operations pursuant to paragraph 4 of Article §;
and

* suspension of operations.

In formulating its response, the Bank might consider curtailing
planned public sector projects before taking action on private
operations. Within the public sector it might curtail state infrastructure
projects before local ones and endeavour to continue with its technical
cooperation activities as long as possible. Throughout its operations,
the Bank will need to bear in mind the requirement in Article 13 that
it apply sound banking principles to all of its operations. Thus it will
need to consider carefully its own financial position as well as the
legitimate financial interests of relevant third parties.

C. AFTER YOU READ
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a) Depending upon the content area, a discussion of the author of the
particular work can be helpful to the understanding of it.

b) What is the author trying to say?

c) What is his point of view and his reason for writing the particular
work?

D. LANGUAGE FOCUS

a) Make it negative:

1. The Bank will cooperate with other institutions and non-
governmental organisations, particularly the Council of Europe, in
making its assessment of a country’s progress towards the political
aspects of the Agreement.

2. Admission to the Council of Europe and ratification of the
European Convention on Human Rights would be positive
indications of a country’s continued commitment to the Bank’s
purpose.

b) Paraphrase the following:
It does not exclude human rights from the scope of the political aspects
of the Bank’s mandate, but it indicates that only those rights which, in
accordance with international standards, are essential elements of
multiparty democracy, pluralism and market economics should be
considered when evaluating a country’s progress.
c) Relate the action to the past/present/future:
It calls for a review at least annually by the Board of Directors of the
Bank’s operations and lending strategy in each Central and Eastern
European country to ensure that the purpose of the Bank, including by
implication the political aspects of its mandate, is fully served.
d) Turn direct into indirect:
Article 1 stated:
“In contributing to economic progress and reconstruction, the purpose
of the Bank shall be to foster the transition towards open market-
oriented economies and to promote private and entrepreneurial
initiative in the Central and Eastern European countries committed to
and applying the principles of multiparty democracy, pluralism and
market economics.”

E. VOCABULARY ARRANGEMENT
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a. Arrange a semantic field of the words relating to the learning
topic.

b. Add words you probably already understand to connect
relationships between what is known and the unknown.

c. Supply the English equivalent to the Ukrainian from the list given
below:

During the financial crisis, bankers at relatively strong
institutions would joke they were the tallest dwarf in the bunch. The
problem for Morgan Stanley is that it is still among the shortest. While
in far better financial shape than in 2008, Morgan remains the smallest
and to some extent most epaziusuii 0f the big, U.S. financial institutions.
It also has a tendency for trading nepenonu, even if it yvunumu onip that
trend in the second quarter. This goes part of the way in explaining why
its stock and credit-default o6min spreads have been getting hit far
harder than ouixysanns on fears related to Europe, the slowing global
economy and a trading naoinns. And it may also be why Morgan seems
more yymausuii 10 market wymxu. On Friday, Morgan's shares tumbled
10% and its CDS spreads continued to widen due in part to confusion
over its siokpumicmo to Europe. A report pegged its "net" exposure to
French banks at $39 billion, although this was actually a "gross" figure.
On a net basis, which takes into account zacmasa and hedges, its
exposure is zero, according to a person familiar with the matter. And the
$39 billion figure is for the end of 2010; the latest gross figure is $21.6
billion.
peers
stumbles
downturn
buck
collateral
swap
chatter.
susceptible
. exposure
10. vulnerable
d. Suggest the correct translation:

The data also showed net "long" positions (A) in the dollar
against other major currencies, including the Canadian dollar and yen

CoNoOR~WNE
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rose as well. European debt worries (B) and concerns about overall
global economic growth pushed investors toward the greenback. The
"net" (C) long dollar position betting on gains (D) against all major
currencies jumped 59% as of Sept. 27 to a combined $13.66 billion,
compared with a week earlier. Analysts say there aren't any concrete
reasons for the euro to rally (E) long term, which has emboldened (F)
speculative (G) investors to increasingly bet against the common
currency. The euro's rise earlier this week came as Germany and
several other euro-zone members approved (H) expanded powers (1)
for the European Financial Stability Facility (J), a rescue fund for
economies threatened by high debt levels. However, European
officials haven't finalized details of another bailout for Greece, the
country in the most immediate danger of defaulting.

F. INFORMATION FILE
Share new information with your fellow students.

G. ADVANCE ORGANIZERS

Relate new reading material to something you already know, to your
background or experiences. Ask your teacher for assistance in
developing these issues.

H. GROUP DISCUSSIONS

a) Group discussions in and out of class will help you to discover
what you bring to your reading, what your fellow students bring,
as well as shared experiences.

b) If you find they have new background information, ask for more
information from them.

. QUIZ#9

a. Define the following sentences “True” or “False”:

1. The Preamble sets out the Bank’s purpose.

2. Pluralism alone is vital to the Bank’s successful fulfilment of its
mandate.

3. The Bank will cooperate closely with the EMU.

4. The Bank does not render its services in Eastern Europe.
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5. While making its assessment of a country’s progress towards the
political aspects of the Agreement, the Bank will cooperate with
the Council of Europe.

6. Suspension of operations is one of the possible actions of the
Board of Governors.

7. Democracy and the rule of law help countries transit to market-

oriented economies.

Article 13 is the most important one in the Agreement.

9. References to human rights can be found in the Preamble and in
the Agreement itself.

10. Multiparty democracy, pluralism and market economics all
correspond to international standards.

b. Give the opposite:

vital, inconsistent, set forth, legitimate, relevant, endeavour, promote,

restriction, overall, freedom.

c. Decode the following terms:

entrepreneurial,  provisions,  non-governmental  organization,

infrastructure projects, mandate, lending strategy, memorandum,

governing bodies, foster, to assess.

d. Translate the following into English:

1. €Bponelicbkuii 0aHK PEKOHCTPYKIII Ta PO3BHUTKY (31 mITad-
kBapTHpOIo B JIoH0H1) OYB cTBOpeHHmii B 1991 porri.

2. Moro 3acHoBHHMKamu cTand 60 KpaiH 1 JBI MDKHApOJIHUX
oprasizarii.

3. €BPP nparrroe aumie Ha KOMEPIIMHNX 3acagax.

4., Ha igminy Big MB®, Hamae TUIBKM HUIbOB1 KPEAUTH i
KOHerTHi IIPOCKTU ITPUBATHUM 1 ACPKaBHUM CTPYKTYpaM Ha HOTpe6I/I
PO3BUTKY €KOHOMIKH.

5. Jo Pamu mupexrtopiB banky Bxonsate Ilpesmaent, Tpu Biue-
NPE3UJICHTH 1 23 TUPEKTOpH.

6. €BbPP namae nonomory kpainam Bin Llentpanbnoi €Bponu 10
LentpanbHoi A3ii uid MPOBEICHHS PUHKOBUX pe(opM, aKTUBHOIO
IHTETpyBaHHS EKOHOMIK HMX KpaiH y MDKHapoOJHI T'OCHOJapChKi
3B'S3KH.

7. Kpim nimeoBux kpeautiB €BPP 3iiicHIoe nipsiMi iHBECTHILIT, a
TaKOX HaJa€ TEXHIYHY JOMOMOTY (KOHCYJbTallli, KypcH HaBYaHHS

®
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0aHKIpiB Ta MEHE/KEPIB, TOMIOMOTa B OpraHi3allii CUCTEM PO3IOJIUTY
IIPOJIOBOJILCTBA).

8. Tonmoma wmera kpemuryBanus €BPP —  po3BuTOk
MIAMPUEMHUITBA, PO3JIEPXKABICHHS Ta MpHBaTH3allii, (iHaHcoBa
MIATPUMKA MAJIOTO Ta CEPEAHBOTO MPUBATHOTO Oi3HECY.

9. €BPP Hamaraerbcs JONOMOTTH MiCIeBUM OaHKaM HaOyTH
HaAIHOT penyTarii, ska 6 JormoMora iM IpaIoBaTH Ha MDKHAP OAHUX
(1HAaHCOBUX PUHKAX.

10. IlpoexTn, siki minTpumyroTbcss €BPP, moknmkani cnpusta
CTaJIOMy  PpO3BUTKY €KOHOMIKM  KpaiHM, OyTH  (iHaHCOBO
CaMOOKYITHMMHM Ta €KOJIOTTYHO Oe3MeYHUMH.

e. Revise the following general vocabulary:

above example pluralism
accepted exclude point
accordance exclusively policy
according executive political
account experience position
accountable extend positive
act facility possible
action fact postponement
activity fact-finding preamble
addresse factor preparation
administrative fair primarily
admission feature principal
adopt finance principle
advance financial private
advice flexibility procedure
against focus proceed
agreement for process
all form progress
also formal project
although formulate promote
and forth promotion
annually foster property
apply found propose
approach free protection
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appropriate
article

as

aspect
assembly
assess
assessment
assistance
association
authority
availability
background
bank
banking
basis

bear
before
between
board

body

but

by

call
carefully
carry
central
choice
circumstance
cite

civil
closely
come
commitment
committed
concept
concrete

freedom
from
fulfilment
fully
function
fundamental
general

give
governing
government
governor
great

help

history

how

human
implement
implementation
implication
important

in

include
including
inconsistent
independence
indicate
indication
infrastructure
initiative
institution
interest
international
internationally
into

issue
judiciary

provide
provision
préecis
public
purpose
pursuant
rather
ratification
ratify
reading
recognised
recommendation
reconstruction
redress
reference
relate
relevant
religion
report
representative
requirement
resource
respectively
response
restrictions
review

right

rule

satisfy
scope
section
sector
seems
separation
serve

set
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conduct
connection
conscience
consequence
consider
considered
constitution
consultation
consumer
continue
continued
contribute
convention
cooperate
cooperation
could
council
country
criminal
critical
curtail
curtailing
deal

decide
decision
degree
deliberate
democracy
describe
development
director
drafting
duty

each
Eastern
economic

law

least
legislature
legitimate
lending
lesser

link

linked
local

long

make
mandate
market
market-oriented
may

media
member
memorandum
might
mind
minorities
mission
monitor
movement
multiparty
must

need
negotiation
non-governmental
normal

not
objective
of

often

on

only

shall
should
signature
sign

social
sound
specifically
speech
standard
state
steadily
steps
strategy
strike
these
submit
substantial
successful
such
suggested
suspension
take
technical
than

that

their
themselves
then

third

this

those
through
throughout
thus
together
towards
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economics
economy
elect
elections
electorate
element
emphasis
empower
encourage
encouraged
endeavour
English
ensure
entrepreneurial
equal
essential
establishing
establishment
Europe
European
evaluating
evident

open
operating
operation
organisation
other
otherwise
out

outline
outside
overall

own

paper
paragraph
parallel

part
participation
particularly
party
peaceful
place
planned

trade
transition
translation
under
underlying
union
use

used
usual
various
view
vital

way

well
when
whether
which
will

with
within
would
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UNIT TEN.

THE EUROPEAN BANK OF RECONSTRUCTION AND
DEVELOPMENT IN UKRAINE

A. BEFORE YOU READ

1. CONCEPT MAPPING:
Develop a "mind map" around the notion “STRATEGY” to
comprehend the relationship between the new concepts and the
concepts you know.

2. BRAINSTORMING:

a) Examine the title of the selection you are about to read.

b) List all the information that comes to mind about this title.

c) Use these pieces of information to recall and understand the
material.

d) Use this knowledge to reframe or reorder what you know, or to
note what you disagree with, for further research.

3. SKIMMING THE TEXT:

Scan the text to comprehend the content structure.

4. VOCABULARY PREVIEWS:

Look up unfamiliar key words before reading to improve your

background and comprehension.

5. PRE-QUESTIONS:

Write out a series of questions you expect to be answered when

reading.

6. DEFINITION:

a) What is Sustainable Energy Action Plan?

b) What is the objective of the Sustainable Energy Action Plan?

c) What are the banks priorities for joint activities?

7. CHARACTERISTICS:

a) How would I describe Ukraine’s participation in the EBRD’s joint
activities?

b) What does the EBRD’s investment into Ukraine’s primarily
energy efficiency projects look like?

¢) What are the steps of the joint activities?

8. EXPERIENCE:


http://www.studygs.net/mapping
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a) What experience have | had with the joint ventures?
b) What can | imagine about starting up a joint venture?

B. READING

a) Highlight signal words, main idea sentences, phrases, headings
and subtitles.

b) Pay attention to specific plans of paragraph or text organization.

c) Define the phrases in italics:

10.1. EBRD unveils energy efficiency action plan for Ukraine.

In a major step towards promoting an energy efficient economy,
the European Bank for Reconstruction and Development and the
government of Ukraine have agreed on a Sustainable Energy Action
Plan (SEAP).Vice Prime Minister Hryhoriy Nemyria from the
Ukrainian government and André Kusvek from the EBRD signed a
memorandum of understanding on the action plan in Kiev on 10 June
2009.The SEAP builds on the continuous policy dialogue between the
Bank and Ukraine as part of the EBRD’s Sustainable Energy Initiative
(SEI) that was launched in 2006 for all of the countries where the
EBRD invests. Ukraine, one of the least energy efficient countries in
the region, has since attracted EBRD funding of €647 million for a
variety of energy efficiency projects across the country.

The objective of the Sustainable Energy Action Plan is to
outline actions to promote the rational use of energy resources as well
as the efficient and sustainable supply of power and energy. They
should help strengthen the country’s energy security, improve
industrial competitiveness and reduce energy bills for Ukrainian
people. In the context of the SEAP the government of Ukraine and the
Bank have identified several areas for joint activities in the field of
sustainable energy. These will include a review of tariff methodology
and legislation, the introduction of legal frameworks for renewable
energy development as well as for energy efficiency in residential and
public buildings.

The Bank will consider investing in energy efficiency projects
in such priority areas as industrial energy efficiency, credit lines to
SME energy users, clean power and energy supply, renewable energy,
municipal infrastructure and carbon finance.
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The EBRD’s sustainable energy initiative has become an
important part of the Bank’s Country Strategy for Ukraine and has
facilitated closer policy dialogue with the Ukrainian authorities. Last
year the Bank paid special attention to energy efficiency in Ukraine by
improving the access of private companies to much-needed energy
efficiency lending just at a time when credit was becoming
increasingly scarce .In 2008 investments in sustainable energy --
primarily energy efficiency projects — totalled €350 million, or around
40 per cent of the EBRD’s annual business volume in Ukraine.

10.2. Putin Requests EU Credits For Ukraine.
10.2.1. Make an English précis of the article.
10.2.2. Make a Ukrainian précis of the article.

MOSCOW (AP) A— Russian Prime Minister Vladimir Putin
urged the European Union on Monday to lend Ukraine at least $1
billion to help it pay for natural gas supplies from Russia and avoid
another disruption of flows to Europe.

Europe gets 20 percent of its gas from Russia via pipelines that
cross Ukraine and has an interest in helping prevent a repeat of the
January gas crisis. When Russia cut off gas shipments via Ukraine for
nearly two weeks as a price and payment dispute between the two
neighbors escalated, more than 15 European countries were sent
scrambling to find alternative sources of energy.

Putin said Russia had done its part by paying transit fees of $2.5
billion in advance.

"Let the Europeans throw in a lousy billion,” he said in
televised remarks after talks with Danish Prime Minister Lars Lokke
Rasmussen.

"Why have they gotten so stingy down there? Let them get
something out of their pockets," he said, in typically colorful language.
"They have money, too."

Putin has been warning in recent days that Ukraine may not be
able to meet its commitments to Russia's state-controlled gas company,
Gazprom, suggesting that this could lead to another cutoff.

Ukraine's state-owned natural gas company, Naftogaz, has
been paying its monthly gas bills on time. The next bill comes due
Saturday.
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On Sunday, Putin called Swedish Prime Minister Fredrik
Reinfeldt, whose country holds the rotating EU presidency, to express
his concerns.

"Prime Minister Reinfeldt stated that both the Swedish and the
Czech presidency had followed this issue closely and that we will
continue to do so," the Swedish government said in a statement.

The European Commission had reached agreement with
Ukraine in June for international lenders A— the World Bank,
European Investment Bank and European Bank for Reconstruction and
Development A— to provide up to $1.7 billion in loans to help it pay
its gas bill and reform its energy sector.

Putin said that Ukraine, whose economy has been devastated
by the financial crisis, has not received any of the money.

Putin first raised the alarm Friday, when he said Ukrainian
Prime Minister Yulia Tymoshenko had warned him that Ukraine's
president, Viktor Yushchenko, was making it difficult to pay the gas
bill. Tymoshenko and Yushchenko are running against each other in a
January presidential election. Their bitter rivalry, and Moscow's
interest in seeing a more Russia-friendly president in Ukraine, was
seen as a major factor behind the renewed tensions over gas supplies.

10.3. World Bank Improves Ukraine 2010 Forecast.
10.3.1. Give a written translation of Paragraph I.

KIEV, Ukraine (AP) A— The World Bank on Thursday
improved its bleak outlook for Ukraine's struggling economy amid
signs of a global recovery, predicting it will grow 2.5 percent in 2010
after contracting by 15 percent this year.

The growth will be driven by an anticipated rise in global
demand for Ukraine's key exports, steel and chemicals, the
Washington-based organization said in a statement. The World Bank
had earlier forecast only 1 percent growth for 2010.

Inflation is forecast to fall below 14 percent in 2009 and below
11 percent next year. The World Bank cautioned, however, that next
year's growth will be modest due to a rising number of toxic loans,
which are weighing on the financial sector and dragging down lending.
Many Ukrainian banks, corporations and private lenders had borrowed
money in foreign currencies and are now defaulting on those loans
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after the national currency, the hryvna, lost some 40 percent of its
value.

Ukraine's financial crisis is one of the worst in Europe. The
economy contracted by 20.3 percent in the first quarter of 2009 and by
17.8 in the second quarter. The country is relying on a $16.4 billion
loan from the International Monetary Fund to avoid a complete
meltdown. The European Bank for Reconstruction and Development
said Thursday that it expects Ukraine's economy to shrink by 14
percent this year and grow 3 percent in 2010. The international
development bank urged Ukraine to launch structural and institutional
reforms, and to deepen integration with the European Union to fuel
growth.

C. AFTER YOU READ

a) Depending upon the content area, a discussion of the author of the
particular work can be helpful to the understanding of it.

b) What is the author trying to say?

¢) What is his point of view and his reason for writing the particular
work?

D. LANGUAGE FOCUS

a) Make it negative:

The World Bank on Thursday improved its bleak outlook for Ukraine's

struggling economy amid signs of a global recovery, predicting it will

grow 2.5 percent in 2010 after contracting by 15 percent this year.

b) Paraphrase the following:

1. Ukraine's financial crisis is one of the worst in Europe.

2. The economy contracted by 20.3 percent in the first quarter of 2009
and by 17.8 in the second quarter.

3. The country is relying on a $16.4 billion loan from the International
Monetary Fund to avoid a complete meltdown.

c) Relate the action to the past/present/future:

1. The Bank will consider investing in energy efficiency projects in
such priority areas as industrial energy efficiency, credit lines to
SME energy users, clean power and energy supply, renewable
energy, municipal infrastructure and carbon finance.
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2. The EBRD’s sustainable energy initiative has become an important
part of the Bank’s Country Strategy for Ukraine and has facilitated
closer policy dialogue with the Ukrainian authorities.

d) Turn direct into indirect:

1. "Prime Minister Reinfeldt stated that both the Swedish and the
Czech presidency had followed this issue closely and that we will
continue to do so," the Swedish government said in a statement.

2. "Let the Europeans throw in a lousy billion,” he said in televised
remarks after talks with Danish Prime Minister Lars Lokke
Rasmussen.

3. "Why have they gotten so stingy down there? Let them get
something out of their pockets,” he said, in typically colorful
language.

E. VOCABULARY ARRANGEMENT
a) Arrange a semantic field of the words relating to the learning to

the topic.
b) Add words you probably already understand to connect

relationships between what is known and the unknown.
c) Supply the English equivalent to the Ukrainian from the list given

below:

These steps would bring the kyasminayisn of the crisis to an end
by staunching its two main sources and cma6inizosani punxu that a
longer-term solution was in sight. That solution would be more
complicated because the regime imposed by the ECB would ne
sanuwamu micys for ¢pinancosi momusu and the debt problem could
not be resolved without growth. How to create orcummeszoamni fiscal
rules for the euro would be left to negotiations.
Many other proposals are under discussion behind closed doors.

Most seek to leverage the EFSF by turning it into a bank or an insurance
company or by using a special purpose vehicle. While practically any
proposal is imosipnuii  to bring mumuacose  noxkpawenns,
disappointment could push financial markets over the meorca. Markets
are likely to see through inadequate proposals, especially if they
nopyuysamu Article 123 of the Lisbon treaty, which my proposal
respects. That said, some form of leverage could be useful in
recapitalising the banks.
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This course of action does not require leveraging or increasing
the size of the EFSF but it is more radical because it puts the banks
under European control. That is liable to arouse the opposition of both
the banks and the national ypso. Only public pressure can make it
happen.

. acute

temporary relief
reassuring markets
liable

authorities

leave no room
violate

fiscal stimulus

9. brink

10. viable

d) Suggest the correct translation:

The euro's temporary rise (A) during the middle of the week
probably had more to do with investors closing out positions before
the end of the third quarter Friday, as well as some profit-taking after
the euro's sharp move (B) lower, said Anish Abuwala, foreign-
exchange strategist (C) at Nomura Securities in New York. Those two
factors often skew moves (D) in the exchange rate and convince (E)
market participants that a trend is reversing when it is actually just
taking a breather (F). The latest bets on the euro are surpassed (G) only
by those from the spring of 2010. Back then, investors also fretted (H)
over whether Greece would get a bailout. Without one, the country was
at risk of default, which in turn could have set off a cascade of
problems for European banks and other euro-zone members with
exposure (1) to Greek debt. Investors still perceive European leaders
are "not really addressing the root problem™ of the debt crisis by
approving a comprehensive (J) Greek bailout, said Shaun Osborne,
chief FX strategist at TD Securities.

N GaRwWNE

F. INFORMATION FILE
Share new information with your fellow students.
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G. ADVANCE ORGANIZERS

Relate new reading material to something you already know, to your
background or experiences. Ask your teacher for assistance in
developing these issues.

H. GROUP DISCUSSIONS
a) Group discussions in and out of class will help you to discover

what you bring to your reading, what your fellow students bring,
as well as shared experiences.

b) If you find they have new background information, ask for more

information from them.

. QUIZ # 10
a. Define the following sentences “True” or “False’:

1.

W

9.

10.

In a major step towards advancing an energy efficient economy,
the EBRD and Ukraine have agreed on a Sustainable Energy
Action Plan.

The SEAP builds on the temporary policy dialogue between the
Bank and Ukraine.

These will include a review of tariff philosophy and legislation.
Last year the Bank paid special attention to energy deficiency in
Ukraine.

Europe gets one fifth of its gas from Russia via pipelines that cross
Ukraine.

Russia had done its part by advancing transit fees of $2.5 billion.
Putin has been threatening in recent days that Ukraine may not be
able to meet its commitments to Gazprom.

President of Sweden Reinfeldt stated that both the Swedish and
the Czech presidency had followed this issue closely.

Putin first rang the bell in 2005.

The World Bank improved its thriving outlook for Ukraine's
struggling economy.

b. Give the opposite:

major, to reach, devastate, to raise, bitter (rivalry), tension, state-
controlled, warning, scramble, to prevent.

c. Decode the following terms:
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energy efficient economy, Sustainable Energy, rational use, toxic
loans, credit lines, joint activities, legal framework, to meet one’s
commitment, user-friendly, gas shipment.

d. Translate the following into English:

1.

9.

10.

Cepen MMPOKOTO KOJIA YYACHHWKIB IHO3EMHOTO IHBECTHUIIIHHOTO
KpenuTyBaHHS Ha YKpaiHi ChOTOJHI BaroMe Micle Mocinae
€Bporneichbkuii 0aHK PEKOHCTPYKIIil Ta po3BUTKY (€BPP).

B Vkpaini EbPP  Mae aumuiomatuyHuii cratryc 1 CTaTyc
MMPUBLICHOBAHOTO KPEIUTOPA.

€bPP Mae Hamip iHBecTyBaTM B  €HeproOe3leKy,
eHepro3oepiraoul TEXHOJIOTIT Ta PO3BUTOK MPOMMCIOBOCTI B
VYkpaiHi.

Ha cproromni €BPP BusHaumB crpaTeriro CHiBpOOITHHUIITBA 3
VYkpaiHoto Ta po3poOHMB 3arajbHHUI IJIaH COpUSHHS pedopmam,
3TiIHO 3 SIKUMH 2/3 3aco0iB, MO0 BUAUIAIOTHCS, MPHUIATAE HA
KpenuTH, 1/3 —Ha 31iiCHEHHS TeXHIYHOT JOTIOMOTH.

OCHOBHUMH HalpsMaMH JiSUTBHOCTI OaHKy Ha YKpaidi e:
HBECTYBAaHHS aKI[IOHEPHOTO KaIliTaly MiIMPUEMCTB TTPUBATHOTO
Ta JIEPKAaBHOTO CEKTOPY Ta rapaHTOBaHE PO3MIMICHHS I[IHHUX
nanepiB,  BUIYHIEHUX  NPUBAaTHUMU  Ta  JEpKaBHUMU
ITIITPUEMCTBAMM.

bank Oyne posrmsmaté Oyab-sKi 3alpOIIOHOBaHI YKPAiHCHKHM
ypsIOM BapiaHTH (piHAHCYBaHHS, B TOMY YHCIi 1 BXO/PKCHHS B
KariTajl CTBOPIOBAaHUX ITITPUEMCTB.

B ninomy €BPP BuaiIuB KpeAUTIB Ha MOJAEPHI3AII0 YKPaiHCHKOT
eHepreTHku mMaibke 750 MITH. €Bpo, npu 11boMy 6s113bk0 300 MITH.
BKJIaJICHO B MOTOYHOMY POIIi.

[Iporpama mikpokpeauTyBaHHs B YKpaiHi Oyia ctBopeHa B 1997
poui €BPP 1 Himenpko-ykpaincekum ¢ongaom (HYD) nmns
MIATPUMKH PO3BUTKY MaJIOTO i cepeHboro O0i3Hecy YKpaiHu.
dinaHcoBa Kpu3za B YKpaiHi — OJHa 3 HaWripmux B
€BPOIEHCHEKOMY TTPOCTOPI.

3anpoBa/KEHO €AMHE BIKHO Ui peecTpallii Majoro Ta
cepeaHboro Oi3Hecy.

e. Revise the following finance&banking vocabulary:

[bill

| default | national currency



http://uk.wikipedia.org/wiki/%D0%A3%D0%BA%D1%80%D0%B0%D1%97%D0%BD%D0%B0

150

business volume fee private lender
carbon finance financial sector tariff
contract funding toxic loans
credit line meltdown

f. Revise the following general vocabulary:
able gas priority
access get private
across give project
action global promote
activity government provide
advance grow précis
after growth public
against have quarter
agreed he raise
agreement help rational
alarm hold reach
all however receive
alternative hryvna recent
amid identify reconstruction
annual important recovery
another improve reduce
anticipated improved reform
any include region
area increasingly rely
around industrial remark
article inflation renewable
attention infrastructure renewed
attract initiative repeat
authority institutional request
avoid integration residential
become interest resource
behind international review
below introduction rise
between investing rising
billion investment rivalry
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bitter

bleak
borrow
both
building
build
business
call

carbon
caution
cent
chemical
clean
closely
closer
colorful
come
commission
commitment
company
competitiveness
complete
concern
consider
context
continue
continuous
contracted
contracting
corporation
could
country
Crisis

Cross
currency
cut

invest
issue
January
joint

June

just

key

Kiev
language
last
launch
lead

least

legal
legislation
lend
lender
lending
let

line

loan

lost

lousy
major
make
many
may

meet
meltdown
memorandum
methodology
million
minister
modest
monetary
money

rotating
running
Russia
Russia-friendly
Russian
Saturday
scarce
scrambling
second
sector
security
send
several
shipment
should
shrink

sign

since

some
something
source
special
state
state-controlled
state-owned
statement
steel

step

stingy
strategy
strengthen
structural
struggle
such
suggest
Sunday
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cutoff
day
deepen
demand
devastate
development
dialogue
difficult
dispute
disruption
do

down
dragging
due

each
early
economy
efficiency
efficient
election
energy
English
escalate
EU
Europe
expect
export
express
facilitate
factor
fall

field
finance
financial
find

first

monthly
more
much-needed
municipal
national
natural
nearly
neighbor
next

not

now
number
objective
of

off

on

one

only

or
organization
other

out
outline
outlook
over
paragraph
part

pay
paying
payment
people
per
percent
pipeline
plan
pocket

supply
sustainable
Swedish
talks
tariff
televised
tensions
these
they

this
those
throw
time
total
towards
toxic
transit
translation
two
typically
Ukraine
understanding
union

up

urge

use

user
value
variety
via
volume
warn
warning
we

week
weigh
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flow policy well
follow power when
for predict where
forecast presidency which
foreign president whose
framework presidential will
Friday prevent with
from price world
fuel primarily worst
fund prime year
UNIT ELEVEN.
UK TREASURY

A. BEFORE YOU READ

1. CONCEPT MAPPING:
Develop a "mind map" around the notion “TREASURY” to
comprehend the relationship between the new concepts and the
concepts you know.

2. BRAINSTORMING:

a) Examine the title of the selection you are about to read.

b) List all the information that comes to mind about this title.

c) Use these pieces of information to recall and understand the
material.

d) Use this knowledge to reframe or reorder what you know, or to
note what you disagree with, for further research.

3. SKIMMING THE TEXT:

Scan the text to comprehend the content structure.

4. VOCABULARY PREVIEWS:

Look up unfamiliar key words before reading to improve your

background and comprehension.

5. PRE-QUESTIONS:

Write out a series of questions you expect to be answered when

reading:
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6. DEFINITION:

a) What is treasury in the UK and in the USA?

b) Where does the UK Treasury fit?

¢) What financial groups does the US Treasury belong to?

7. CHARACTERISTICS:

a) How would I describe Ukraine’s Treasury?

b) What does UK financial services sector look like?

c) What are its parts?

8. EXPERIENCE:

a. What experience have | had with the Regional Treasury
Department?

b. What can | imagine about a job at Treasury?

B. READING

a) Highlight signal words, main idea sentences, phrases, headings
and subtitles.

b) Pay attention to specific plans of paragraph or text organization.

c) Define the phrases in italics:

11.1. History

The English Treasury seems to have come into existence
around 1126, in the reign of Henry I. The Treasury emerged out of the
Royal Household, and served as the location where the king kept his
treasures. The head of the Treasury was called the Lord Treasurer.
Starting in Tudor times, the Lord Treasurer became one of the chief
officers of state, and competed with the Lord Chancellor for the
principal place. In 1667 Charles Il of England was responsible for
appointing George Downing (the builder of Downing Street) to
radically reform the Treasury and the collection of taxes. Beginning in
the 17th century, the Treasury was frequently entrusted to a
commission, rather than to a single individual, and after 1714, it was
always in commission. The commissioners were referred to as Lords
of the Treasury, and given a number based on seniority. Eventually,
the First Lord of the Treasury came to be seen as the natural head of
any government, and from Robert Walpole on, began to be known,
unofficially, as the prime minister. Before 1827, the First Lord of the
Treasury, when a commoner, also held the office of Chancellor of the
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Exchequer, while if the First Lord was a peer, the Second Lord would
usually serve as Chancellor. Since 1827, the Chancellor of the
Exchequer has always been Second Lord of the Treasury.

11.2. The UK financial services sector.
11.2.1. Make an English précis of the article.
11.2.2. Make a Ukrainian précis of the article.

The global economy is in the midst of a radical transformation,
with far-reaching and fundamental changes for the pattern of economic
activity. These changes pose challenges and opportunities for the UK
and all advanced economies. The financial services sector has a central
to play and will be key to increasing the flexibility and dynamism of
UK business and the wider economy.

The paper identifies a critical role played by the financial
services sector in all advanced economies, in terms of three core
functions: matching savers, borrowers and investment through the
investment chain; risk pooling and management; and facilitating
payments. The UK financial services sector fulfils its functions
nationally, regionally and globally, reflecting its central role within the
globally-integrated marketplace. As a result, it makes a significant
direct contribution to the wider UK economy. The paper identifies four
key trends in the global economy that are changing demand for
financial services, including: growth in emerging economies; tougher
global competition; technology and the increasing rewards from
innovation; and demographic change. In addition, technology and the
liberalisation of financial markets are driving structural changes in
global financial markets themselves.

Looking ahead, the paper argues that in responding to changing
trends in the global economy, the UK financial services sector has a
key role to play. The paper identifies four key challenges for the future:
promoting further financial integration; ensuring that the UK financial
services sector meets the changing needs of the UK economy; ensuring
that the UK financial services sector meets the changing needs of the
UK society; and ensuring that the UK financial services sector remains
globally competitive.

11.3. Financial Capability.
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11.3.1. Give a written translation of Paragraph I.

As financial products become more sophisticated, and the pace
of economic, social and demographic change increases, it becomes
more important for consumers to engage with financial services with
skill and assurance. However, the Financial Services Authority (FSA)
has identified low levels of financial capability across the UK,
especially among young people. There are, in particular, widespread
weaknesses in planning ahead and choosing financial products.
Financial capability is a broad concept, encompassing people's
knowledge and skills to understand their own financial circumstances,
along with the motivation to take action.

Financially capable consumers plan ahead, find and use
information, know when to seek advice and can understand and act on
this advice, leading to greater participation in the financial services
market. With additional Child Trust Fund (CTF) payments to 7-year-
olds from 2009, and the implementation of personal accounts for
pension saving from 2012, the Government has new opportunities to
promote greater capability across the life cycle.

C.AFTER YOU READ

a) Depending upon the content area, a discussion of the author of the
particular work can be helpful to the understanding of it.

b) What is the author trying to say?

¢) What is his point of view and his reason for writing the particular
work?

d) What do | know?

e) What do | want to learn?

f) What did I learn?

D. LANGUAGE FOCUS

a) Make it negative:

1. The global economy is in the midst of a radical transformation, with
far-reaching and fundamental changes for the pattern of economic
activity.

2. These changes pose challenges and opportunities for the UK and all
advanced economies.
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3. The financial services sector has a central to play and will be key to
increasing the flexibility and dynamism of UK business and the
wider economy.

b) Paraphrase the following:
The paper identifies four key trends in the global economy that are
changing demand for financial services, including: growth in emerging
economies; tougher global competition; technology and the increasing
rewards from innovation; and demographic change. In addition,
technology and the liberalisation of financial markets are driving
structural changes in global financial markets themselves.

c) Relate the action to the past/present/future:

1. Financially capable consumers plan ahead, find and use
information, know when to seek advice and can understand and act
on this advice, leading to greater participation in the financial
services market.

2. With additional Child Trust Fund (CTF) payments to 7-year-olds
from 2009, and the implementation of personal accounts for
pension saving from 2012, the Government has new opportunities
to promote greater capability across the life cycle.

d) Turn indirect speech into direct:

1. The paper identifies a critical role played by the financial services
sector in all advanced economies, in terms of three core functions:
matching savers, borrowers and investment through the investment
chain; risk pooling and management; and facilitating payments.

2. The UK financial services sector fulfils its functions nationally,
regionally and globally, reflecting its central role within the
globally-integrated marketplace.

3. As a result, it makes a significant direct contribution to the wider
UK economy.

E. VOCABULARY ARRANGEMENT

a) Arrange a semantic field of the words relating to the learning to
the topic.

b) Add words you probably already understand to connect
relationships between what is known and the unknown.

¢) Supply the English equivalent to the Ukrainian from the list given
below:
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Eurozone inflation 3’seumucs unexpectedly to a three-year
high of 3 per cent, adding to the dilemma facing the European Central
Bank as an spocmarouuu debt crisis pushes the region towards
recession. The acceleration nocrabawseamu the case for an ECB
interest rate reduction at its meeting next week, although the euro’s
monetary guardian is expected to press ahead with measures to
provide extra  ziksionicms t0  eurozone  banks.  Eurozone
unemployment, meanwhile, saw a surprise naoinus in August.

With next Thursday’s interest rate-setting meeting the last to
be conosyeamu by Jean-Claude Trichet, whose eight-year term as
president ends on October 31, it will be harder for him “cxunamucs out
with a cut”, said Julian Callow, European economist at Barclays
Capital. Eurozone inflation could rise further in October, he warned,
before falling later. The ECB aims to niompumysamu inflation “below
but close” to 2 per cent over the medium term. September’s inflation
rate — the highest since October 2008 — was npuwesuowumu by clothing
prices and energy costs. August’s inflation cmaexa was 2.5 per cent.
fall
weaken
surge
escalate
chair
keep
drive
rate
9. liquidity
10. bow
d) Suggest the correct translation:

That confusion (A) aside, there are deeper reasons for Morgan's
travails (B). Investors remain unconvinced (C) its Merrillesque
strategy of running both a trading operation and a big brokerage (E)
will bear fruit (F). Most importantly, investors aren't sure the old Wall
Street trading model will be able to generate sufficient returns (G) in
the face of more-stringent (H) regulations and subdued (1) trading. And
there seems to be little chance someone will suddenly come along and
bid for Morgan. So although much of the current fear looks overdone,

ONoaRwWNE
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and Morgan's about 50% discount to tangible (J) book value seems
unwarranted, the storms clouds aren't likely to part anytime soon.

F. INFORMATION FILE
Share new information with your fellow students.

G. ADVANCE ORGANIZERS

Relate new reading material to something you already know, to your
background or experiences. Ask your teacher for assistance in
developing these issues.

H. GROUP DISCUSSIONS

a) Group discussions in and out of class will help you to discover
what you bring to your reading, what your fellow students bring,
as well as shared experiences.

b) If you find they have new background information, ask for more
information from them

. QUIZ #11

a. Define the following sentences “True” or “False”:

1. The English Treasury seems to have come into oblivion around
1126.

2. The Treasury emerged out of the Royal Household, and served as
the vault where the king kept his treasures.

3. The servant to the Treasury was called the Lord Treasurer.

4. Financially disabled consumers plan ahead.

5. These changes pose failures for the UK.

6. The financial services sector will be minor to increasing the
flexibility.

7. The Treasury was seldom entrusted to a commission.

8. The UK financial services sector remains regionally competitive.

9. The Financial Services Authority (FSA) has revealed low levels
of financial capability.

10. Financial capability is a broad notion.

b. Give the opposite:

To emerge, serve, chief, radically, entrust, respond, direct,

fundamental, weakness, important.
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c. Decode the following terms:

sophisticated, treasury, treasurer, chancellor, appoint, entrust to,
seniority, a commoner, liberalization, encompass.

d. Translate the following into English:

1.

B pamkax VYrogm mpo TeXHIYHE CHIBPOOITHHLTBO MK
Jlep>)xaBHUM ~ KazHayeHcTBOM  YKpaiHm Ta  ['eHepabHOXO
IMPEKIiE0 Aep:kaBHUX (iHaHCIB MiHicTepcTBa OIOMKETY,
JIEpKaBHUX paxyHKIB, JepKaBHOI CIyxkOM Ta JAepKaBHOL
pepopmu @panuii (I'JADP) na 2012-2013 Bigdymacs pobova
3YCTpi4 €KCHEPTIB CTOPIH.

l'onoBHOolO MeTor0 BB3UTY OyJn0 MIIBEIEHHS MIJICYMKIB
nBocTtopoHHBOT criBmparti y 2010-2011 pokax.

VYkpaiHchKi Ta (paHIy3bKl €KCIIEPTH 30CEPEIMIN CBOIO poOOTY
Ha MATOTOBIIl Ta HANOBHEHHI KOHKPETHUM 3MICTOM IPOEKTY
Yroau.

BaxumBoro  CKIaOBOI0 TMEPEMOBHH  CTalO  OIPAIIOBAHHS
KOHKPETHUX HaIpsMiB JBOCTOPOHHBOTO CIIBPOOITHHIITBA Ha
2012-2014 poku Ta mepuiovYeproBUX 3axX0diB iX pearizartii.
JlocsSTHYTO AOMOBJIGHOCTI Ha PiBHI €KCMEPTIB OO0 MOAATBIIOT
MATPUMKA ~ (PPaHIy3bKOIO CTOPOHOIO 3yCHJIb  YKpPaiHCBHKOi
CTOpPOHM 3 THTaHb MOJEpHI3alii Ta amanTaiii JisUTBHOCTI
Jlep>xaBHOT Ka3HAYEHCHKOT CITy)KOU YKpainu.

Ayauar, BHYTPINIHIA KOHTPOJIb Ta ONTHMI3aII0 JiSUTBHOCTI
KasznaueiictBa Ykpainu HEOOX1THO MPUBECTH Y BIMOBITHICTD /10
€BPOIENHCHKUX HOPM Ta CTaHJAPTIB HUISIXOM Iepeaayl HabyToro
JOCBIiNYy.

YrpaBiiHHS JIKBIIHICTIO €MHOTO Ka3HAYEWCHKOI0 PaxyHKy Ta
00cIyroByBaHHs AEPKaBHOTO OOPry; BeEHHS OyXraJlTepchbKOTo
OoONiKy Ta CKJIaJaHHS 3BITHOCTi, KOOpAWHALIS pobOoTH
OyXrantepchbKux CcIy>k0 — OCHOBHI 3aBAaHHS JIBOCTOPOHHBOI
YTOOH.

Po3poOka i1HCTpYMEHTIB ONTHUMAaJbHOTO 3JIMCHEHHS BUTpAT
JIepKaBU Ta BUKOPUCTAHHS JEPKABHUX PECYPCIB € TOJOBHOIO
METOI0 KpaiH-ydacHuIlb MbkHapo HOT Acomiallii Ka3HaueHChKUX
CITyX0.

Y4acHUKM  BU3HAYWJIM OCHOBHI  HampsMU  MOJEpHi3aril
JIepKaBHUX BUJATKIB JEPKaBU — BIPOBAKEHHS 1HHOBALIHUX
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TEXHOJIOTIH  JepkaBHOro  (PIHAHCOBOTO  MEHEKMEHTY,
MOJICTIOBaHHS TPOLIECY BUTPAT, EJIEKTPOHHE OOCIyroBYBaHHS
BHJIATKIB, peOpraHizallis mporecy BUTPaT.

Acomiarisi TICHO CIIBOpAIlOE 3 TaKAMH MDKHApOIHUMH
opranizarisimu sik: CiroBuii OaHk, MiKHapOJHUI BaIIOTHUIA
¢onn, Opranizamis eKOHOMIYHOTO CHIBPOOITHHIITBA 1 PO3BUTKY

Ta €BpONeHChKHIl OaHK PEKOHCTPYKIIIi Ta pO3BUTKY.
e. Revise the following finance&banking vocabulary:

Chancellor of the investment chain risk management
Exchequer Lord Chancellor risk pooling
financial integration Lord Treasurer saver
financial markets payment tax collection
financial product facilitation treasury
financial services pension saving trust
financially capable personal account

f. Revise the following general vocabulary:
account eventually pace
across existence paper
act facilitate participation
action far-reaching particular
activity financial pattern
addition financially payment
additional find peer
advanced first pension
advice flexibility people
after for personal
ahead four place
all frequently plan
along from planning
also fulfil play
always function pose
among fund prime
appoint fundamental principal
argue further product
around future promote
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article
assurance
authority
based
become
before
began
beginning
borrower
broad
builder
business
call

can
capability
capable
central
century
chain
challenge
change
changing
chief

child
choose
circumstance
collection
come
commission
commissioner
commoner
compete
competition
competitive
concept
consumer

give

global
globally
globally-integrated
government
greater
growth
have

head
household
however
identified
identify
implementation
important
including
increase
increasing
individual
information
innovation
integration
into
investment
keep

key

King

know
knowledge
leading
level
liberalisation
life

location
look

low

precis
radical
radically
rather
refer
reflect
reform
regionally
reign
remain
respond
responsible
result
reward
risk

role

royal
saving
second
sector
seek
seem
seniority
serve
service
significant
since
single
skill
social
society
sophisticated
starting
state
street
structural
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contribution
core

critical
cycle
demand
demographic
direct
driving
dynamism
economic
economy
emerge
emerging
encompass
engage
England
English
ensure
entrusted
especially

make
management
market
marketplace
match

meet

midst
minister
more
motivation
nationally
natural

need

new
number
office
officer

one
opportunity
own

take

taxes
technology
term

their

tough
transformation
translation
trend

UK
understand
unofficially
use

usually
weakness
wide
widespread
will

within
young
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UNIT TWELVE.

THE US RESERVE FUND

A. BEFORE YOU READ

1. CONCEPT MAPPING:
Develop a "mind map" around the notion “INVESTMENT” to
comprehend the relationship between the new concepts and the
concepts you know.

2. BRAINSTORMING:

a) Examine the title of the selection you are about to read.

b) List all the information that comes to mind about this title.

c) Use these pieces of information to recall and understand the
material.

d) Use this knowledge to reframe or reorder what you know, or to
note what you disagree with, for further research.

3. SKIMMING THE TEXT:

Scan the text to comprehend the content structure.

4. VOCABULARY PREVIEWS:

Look up unfamiliar key words before reading to improve your

background and comprehension.

5. PRE-QUESTIONS:

Write out a series of questions you expect to be answered when

reading.

6. DEFINITION:

a) What is a financial supervision?

b) Where does the financial audit in the Finance Department activity
fit?

¢) What financial group does Basel Committee on Banking
Supervision belong to?

7. CHARACTERISTICS:

a) How would I describe the Financial Stability Board?

b) What does the Swiss banking system look like?

¢) What are its parts?

8. EXPERIENCE:

a) What experience have | had with financial supervision?
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b) What can | imagine about my in the Financial Supervision
Commission?

B. READING

a) Highlight signal words, main idea sentences, phrases, headings
and subtitles.

b) Pay attention to specific plans of paragraph or text organization.

c) Define the phrases in italics:

12.1. Supervising and Resolving Large Financial Institutions.

Proposals for the creation of a special resolution process for
large financial firms have rightly assumed prominence in the wake of
the financial crisis. Some events during the crisis have also focused
attention on the difficult problems often created by the failure of a
large, internationally active financial firm. In my remarks this
afternoon | want to elaborate a bit on the relationship between
resolution processes and an effective overall system of financial
regulation and supervision in both the international and domestic
spheres.1

At the risk of some oversimplification, I would state that
relationship as follows: First, an effective domestic resolution process
is a necessary complement to supervision that would bring more
market discipline into the decision-making of large financial firms,
their counterparties, and investors. Second, the high legal and political
hurdles to harmonized cross-border resolution processes suggest that,
for the foreseeable future, the effectiveness of those processes will
largely depend on supervisory requirements and cooperation
undertaken before distress appears on the horizon. | would further
suggest that the importance of proposed requirements that each large
financial firm produce a so-called living will is that this device could
better tie the supervisory and resolution processes together.

A Resolution Regime for Large, Interconnected Firms.

During the financial crisis, serious distress at a large financial
firm presented authorities in the United States and many other
countries with only two realistic alternatives. First, they could try to
contain systemic risk by stabilizing the firm through capital injections,
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extraordinary liquidity assistance, or both. Second, they could allow
the firm to fail and enter generally applicable bankruptcy processes.

Faced with the possibility of a cascading financial crisis, most
governments selected the bailout option in most cases. Yet this option
obviously risks imposing significant costs on the taxpayer and supports
the notion that some firms are too-big-to-fail, with consequent negative
effects on market discipline and competitive equality among financial
institutions of different sizes. Indeed, too-big-to-fail perceptions
undermine normal regulatory and supervisory requirements. However,
as the Lehman Brothers experience demonstrated, permitting the
disorderly failure of a large, interconnected firm can indeed unleash
just the systemic consequences that motivated the bailouts.

The desirability of a third alternative is thus obvious--a special
resolution process that would allow the government to wind down a
systemically important firm in an orderly way. As compelling as the
case for such a process is, the debate around resolution proposals has
shown how challenging it is to craft a workable resolution regime for
large, interconnected firms that will effectively advance the
complementary--but at times competing--goals of financial stability
and market discipline. Still, I think there are certain key features that
are essential.

First, any new regime should be used only in those rare
circumstances where a firm's failure would have serious adverse
effects on financial stability. That is, the presumption should be that
generally applicable bankruptcy law applies to non-bank financial
firms. One way to help ensure that the regime is invoked only when
necessary to protect the public's interest in systemic stability is to use
a "multi-key" approach--that is, one that requires the approval of
multiple agencies and a determination by each that the high standards
governing the use of the special regime have been met. Once invoked,
however, the government should have broad authority to restructure or
wind down the company in an orderly way. This authority should
include--among other things--selling assets, liabilities, or business
units of the firm, transferring the systemically significant operations of
the firm to a new bridge entity that can continue these operations, and
repudiating burdensome contracts of the firm, subject to appropriate
compensation.
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Second, there should be a clear expectation that the
shareholders and creditors of the failing firm will bear losses to the
fullest extent consistent with preserving financial stability.
Shareholders of the firm ultimately are responsible for the
organization's management (or, more likely, mismanagement) and are
supposed to be in a first-loss position upon failure of the firm.
Shareholders, therefore, should pay the price for the firm's failure and
should not benefit from any rehabilitation of the firm through a
government-managed resolution process. To promote market
discipline on the part of the creditors of large, interconnected firms,
unsecured creditors of the firm should also bear losses, although the
extent of these losses and the manner in which they are applied likely
would need to depend on the facts of the individual case.

Third, the ultimate cost of any government assistance provided
in the course of the resolution process to prevent severe disruptions to
the financial system should be borne by the firm or the financial
services industry, not by taxpayers. The scope of financial institutions
assessed for these purposes should be appropriately broad, reflective
of the fact that a wide range of financial institutions likely would
benefit, directly or indirectly, from actions that avoid or mitigate
threats to financial stability. However, because the largest and most
interconnected firms likely would benefit the most, it seems
appropriate that these firms should bear a proportionally larger share
of any costs that cannot be recouped from the failing firm itself. To
avoid pro-cyclical effects such assessments should be collected over
an extended period.

12.2. International Efforts on Resolution Issues.
12.2.1. Make an English précis of the article.
12.2.2. Make a Ukrainian précis of the article.

The looming or actual failure of a large, internationally active
financial firm inevitably complicates the already challenging process
of resolution. Mismatches in the amount and maturities of assets and
liabilities held by the firm in the various countries in which it operates
can lead host governments to take special action to protect the interests
of depositors and creditors. Different insolvency regimes apply to
separately incorporated subsidiaries across the world. Some of those
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regimes may be substantively inconsistent with one another, or may
not account for the special characteristics of a large international firm.

A natural response, which one can find peppered through
various law journals over the years, is to propose an international treaty
that would establish and harmonize appropriate insolvency regimes
throughout the world. Just to state the proposition is to see the
enormous hurdles to its realization. The task of harmonizing divergent
legal regimes, and reconciling the principles underlying many of these
regimes, would be challenge enough. But an effective international
regime would also likely require agreement on how to share the losses
and possible special assistance associated with a global firm's
insolvency.

Despite the good and thorough work being undertaken in both
the Basel Committee on Banking Supervision (Basel Committee) and
the Financial Stability Board, we must acknowledge that satisfyingly
clean and comprehensive solutions to the international difficulties
occasioned by such insolvencies are not within sight.2 It would
certainly be useful if jurisdictions could at least broadly synchronize
both standard bankruptcy and any special resolution procedures
applicable to a failing financial firm. But even this significant advance
would not settle many of the nettlesome problems raised by a cross-
border insolvency.

It thus seems reasonably clear that effective management of
these problems will, at least for the foreseeable future, require
regulatory coordination and supervisory cooperation before a large
firm's failure becomes a real possibility. In one sense, this observation
reinforces the importance of the international agenda for strengthening
capital and liquidity standards. It also counsels continued attention to
efforts to ensure that globally active institutions are subject to effective
consolidated supervision, and that information-sharing arrangements
among home and host country supervisors are well designed and
implemented. To this end, the key supervisors and central banks for
each of the largest global banks will begin to meet regularly to discuss
crisis planning, with particular attention to contingency liquidity
planning.

The crisis demonstrated that issues around cross-border
liquidity support are difficult. Liquidity pressures may arise in
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unexpected places; time for coordination will be short; and failures in
one jurisdiction likely will spread quickly to other jurisdictions. The
Basel Committee and the Committee of European Banking
Supervisors are working on definitions of liquid assets, common stress
testing metrics and structural balance sheet measures. We are actively
discussing the appropriate division of responsibility between home and
host authorities to provide liquidity support and the related issue of
how to approach cross-border branch operations. Some have called
into question the traditional assumption that home country authorities
will be willing and able to support all of the worldwide operations of
a banking group headquartered in its jurisdiction. What approach to
substitute remains unclear, however, beyond the obvious need for
broad international consistency and careful calibration with other
prudential requirements.

One of the key issues identified by the Basel Committee's
Cross-border Bank Resolution Group is the complexity and
interconnectedness of the largest organizations. Often the complexity
is motivated by tax or regulatory factors, rather than a clear business
purpose. Given the way these firms are structured and their linkages to
key systems and other institutions, resolution of such an organization
will carry significant risk of spillovers to other key markets, payments
systems, or systemically important institutions. The Cross-border
Bank Resolution Group consequently recommended developing
initiatives that would result in simpler, less connected structures.

12.3. Living Wills and Improved Management Information
Systems.
12.3.1. Give a written translation of Paragraph I1.

This point leads us to one much-discussed idea, that of firm-
specific resolution plans--sometimes referred to more colorfully,
though not wholly accurately, as living wills. In one variant of the idea,
each internationally active bank would be required to develop, and
potentially to execute, its own resolution plan--literally to plan for its
own demise. Such a requirement could doubtless be helpful to some
degree, but it has notable limitations. Most obviously, it is very
difficult to predict in advance of a crisis which parts of the firm will be
under greatest stress, what geographical regions may be affected most
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severely, and what the condition in various markets and economies
will be, as well as the stability of counterparties and similarly situated
institutions. Furthermore, governments may be understandably
reluctant to rely too much upon a wind-down plan developed by an
internationally active financial firm that so mismanaged itself that it is
on the brink of failure, placing other institutions at peril. Finally,
management of an institution can be expected to seek to preserve as
much value for shareholders as possible in its planning, whereas the
supervisors' objective in a crisis is to achieve an orderly resolution,
which will often entail winding down or restructuring the insolvent
firm in ways that effectively wipe out shareholder interests.

The living will requirement could be broadened so as to make
it into a potentially very useful supervisory tool for healthy firms, as
well as a resource in the event that resolution became necessary. Under
this approach, the firm would, in addition to developing a resolution
plan, be required to draw up a contingency plan to rescue itself short
of failure, identify obstacles to an orderly resolution, and quickly
produce the information needed for the supervisor to orchestrate an
orderly resolution. These plans will need to evolve as the
organization's business and economic conditions evolve and will need
to become a regular part of normal supervisory processes. A living will
of this type could remove some of the uncertainty around a possible
resolution. It would force firms and their supervisors to review
contingency plans regularly. As part of their ongoing oversight,
supervisors could target the areas where a firm's planning falls short of
best practice. Indeed, by focusing on the legal, contractual, and
business relationships among the firm's subsidiaries, this requirement
could yield significant benefits for prudential supervision in normal
times, quite apart from its benefits in a stressed environment.

Central to the success of a living will as a supervisory tool is
the quality of information it would make available in a crisis. Some of
the information would be relatively static. A firm would have to
inventory all its legal entities, along with the legal regimes applicable
to each one, and map its business lines into legal entities. A firm also
would have to document interaffiliate guarantees, funding, hedging,
and provision of information technology and other key services. This
information would be needed to deal with any crisis, no matter what
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its specific form. Supervisory discussions will be essential to
determine the scope and nature of the rapidly changing information
that would be needed under each firm's living will. It can be expected
to include matters such as credit exposures, funding, unpledged
collateral and available lines of credit, cash flows, earnings, capital,
and so forth--all coded by identifiers such as business line, legal entity,
counterparty, and legal jurisdiction to allow for the ready retrieval of
critical information needed depending on the nature, location, and type
of stress. Much of this information can change monthly, daily, or even
intraday.

Once the centrality of accurate, comprehensive information is
understood, it becomes apparent that a very significant upgrade of
management information systems (MIS) may be the only way for the
firm to satisfy living will requirements. Improved MIS are also needed
for ongoing risk management at the institution. One of the lessons of
the recent crisis is that many firms had inadequate information systems
to measure and manage their risks. Improvements in automated MIS
capacity will likely involve considerable expense. Again, though, the
result will be improvements in risk management that will help avoid a
crisis at the firm, as well as to manage such a crisis successfully should
it nonetheless occur. Supervisory demands for improved MIS could
have another benefit. Just as a homeowner has an incentive to shed
belongings to reduce the expense of moving, so a financial firm may
have a powerful incentive to simplify its organizational structure and
rationalize relationships among its corporate entities in order to reduce
the cost of developing comprehensive MIS that enables an
organization to retrieve information in multiple formats across
jurisdictions, business lines, and legal entities. Simpler structures can
also be encouraged by re-emphasizing existing supervisory guidance
requiring banking organizations to measure and manage their risks not
only on the global, consolidated level, but also on a legal entity basis.
Together, the information requirements of living wills and the need to
measure and manage risks at the legal entity level can help create the
right incentives for firms to simplify their structures without
necessarily requiring a supervisor to delve into the details of a banking
group's structure.
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All the work on resolution, both domestically and
internationally, is important and necessary. But we must be realistic
about what it can accomplish. In light of what has happened over the
past 18 months, it is imperative that governments convince markets
that they can and will put large financial firms into a resolution process
rather than bail out its creditors and shareholders. Yet no one can
guarantee that future resolutions of systemically important firms will
proceed smoothly or predictably. Resolution mechanisms must be
understood not as silver bullets, but as critical pieces of a broader
agenda directed at the too-big-to-fail problem. Measures such as
strengthening capital standards and bringing all systemically important
firms within the perimeter of regulation are other essential elements of
that agenda.

C. AFTER YOU READ

a) Depending upon the content area, a discussion of the author of the
particular work can be helpful to the understanding of it.

b) What is the author trying to say?

¢) What is his point of view and his reason for writing the particular
work?

D. LANGUAGE FOCUS

a) Make it negative:

1. Central to the success of a living will as a supervisory tool is the
quality of information it would make available in a crisis.

2. Some of the information would be relatively static.

3. A firm would have to inventory all its legal entities, along with the
legal regimes applicable to each one, and map its business lines into
legal entities.

4. A firm also would have to document inter-affiliate guarantees,
funding, hedging, and provision of information technology and
other key services.

b) Paraphrase the following:

1. Supervisory demands for improved MIS could have another benefit.

2. Just as a homeowner has an incentive to shed belongings to reduce
the expense of moving, so a financial firm may have a powerful
incentive to simplify its organizational structure and rationalize
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relationships among its corporate entities in order to reduce the cost
of developing comprehensive MIS that enables an organization to
retrieve information in multiple formats across jurisdictions,
business lines, and legal entities.

c) Relate the action to the past/present/future:

1. This point leads us to one much-discussed idea, that of firm-specific
resolution plans--sometimes referred to more colorfully, though not
wholly accurately, as living wills.

2. Inone variant of the idea, each internationally active bank would be
required to develop, and potentially to execute, its own resolution
plan--literally to plan for its own demise. Such a requirement could
doubtless be helpful to some degree, but it has notable limitations.

d) Turn direct into indirect:

The CEO said: “Simpler structures can also be encouraged by re-

emphasizing existing supervisory guidance requiring banking

organizations to measure and manage their risks not only on the global,
consolidated level, but also on a legal entity basis”.

E. VOCABULARY ARRANGEMENT

a) Arrange a semantic field of the words relating to the learning to
the topic.

b) Add words you probably already understand to connect
relationships between what is known and the unknown.

c) Supply the English equivalent to the Ukrainian from the list given
below:

However, the latest data did not close the door on an early
interest rate cut. The ECB expects inflation to decelerate rapidly next
year — the more relevant time horizon for its interest rate decisions.

Earlier this month, Mr Trichet opened the door for a possible
cut next week when he warned of “intensified smerwumu puzuxu” to
growth, which would further weaken inflation pressures. Since then,
sharp falls in meneoarcep i3 saxynisni indices and economic confidence
indicators have pointed to npu 3acmitna 30ona eurozone economic
growth over the winter. The ECB sees a cnao npomucirosocmi — two
successive quarters of smenwenns exonomiunoi akmuenocmi — as
possible and has not escaped international pressure for a decisive
European response to the continent’s exonomiuni Hecapazou.


http://www.ft.com/intl/cms/s/0/58c61f44-da34-11e0-90b2-00144feabdc0.html
http://www.ft.com/intl/cms/s/0/65e0e59a-e4f9-11e0-9aa8-00144feabdc0.html
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However, recent comments by ECB governing council members
suggest that at least some see the cnosirbrenns as remaining B mexxax
cnoniBanb. “It takes time for the ECB to revise down its npoecnos
spocmanns,” said Jorg Kramer, chief economist at Commerzbank in
Frankfurt. “We have pencilled in a nepwe snuscenns o6aiKosoi
cmaexu in December, then again in March.”

in line with expectations

a technical recession

near-stagnant

first rate cut

contracting economic activity

downside risks

economic woes

purchasing managers’

9. slowdown

10. growth forecasts

d) Suggest the correct translation:

One of the things rattling (A) Morgan Stanley’s stock price
today was a draft note (B) by Bloomberg economist Joseph Brusuelas
that discussed reasons for the company’s wide CDS spreads. The note,
which Mr. Brusuelas says was never meant for external consumption
(C), had an error about the company’s net exposure (D) to French
banks. It turns out that note had another error, too, in its estimate of the
size of the bank’s derivatives exposure (E). In the note Mr. Brusuelas
suggests Morgan Stanley has $1.793 trillion in notional derivatives (F)
contracts outstanding, linking to an OCC report with that data. But a
closer look at that report reveals that Morgan Stanley’s notional
outstanding (G) is actually much, much bigger — about $56 trillion in
total (H). Mr. Brusuelas’s number includes only the exposure of
Morgan Stanley’s commercial bank operations, which are very small,
and misses the exposure of its holding company (1).

NGk wWNE

F. INFORMATION FILE
Share new information with your fellow students.

G. ADVANCE ORGANIZERS
Relate new reading material to something you already know, to your


http://www.ft.com/intl/cms/s/0/58c61f44-da34-11e0-90b2-00144feabdc0.html
http://blogs.wsj.com/marketbeat/2011/09/30/morgan-stanley-cds-spreads-widen-on-eurozone-worries/
http://www.occ.gov/topics/capital-markets/financial-markets/trading/derivatives/dq211.pdf
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background or experiences. Ask your teacher for assistance in
developing these issues.

H. GROUP DISCUSSIONS
a) Group discussions in and out of class will help you to discover

what you bring to your reading, what your fellow students bring,
as well as shared experiences.

b) If you find they have new background information, ask for more

information from them.

. QUIZ # 12
a. Define the following sentences “True” or “False”:

1.

Sk

7.
8.

9.

Proposals for the creation of a special bill process for large
financial firms have rightly assumed prominence in the wake of
the financial crisis.

But we must be realistic about what it can achieve.

It is imperative that governments convince markets that they can
unite.

Simpler institutions can also be encouraged by re-emphasizing
existing supervisory guidance requiring banking organizations.
There should be a clear visualisation that the shareholders and
creditors of the failing firm will bear losses.

Some of the information would be relatively dynamic.

Such a demand could doubtless be helpful to some degree.

We must acknowledge that satisfyingly clean and comprehensive
decisions to the international difficulties.

The requirement should be that generally applicable bankruptcy
law applies to non-bank financial firms.

10. This point leads us to one much-spoken idea.

b. Give the opposite:

Insolvency, prominence, in the wake of, harmonize, supervisor,
regime, multiple, repudiate, significant, continue.

c. Decode the following terms:

overall system, elaborate, domestic, counterparty, hurdle, capital
injection, cross-border, bailout option, liquidity, consequent.

d. Translate the following into English:
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Buma mkoiia ekoHOMikM XaHKEH, SKa pO3TalloBaHA y M.
I'enbCiHKM, aKTUBHO CHIBIPALIOE 3 MPOBITHUMHU (PIHAHCOBHMHU
KOMITaHISIMHU, 3aJlydaloud 3HauHi (IHAHCOBI pecypcHu s
3MIHCHEHHS BJIACHOI TISTTBHOCTI.

OpHuM 13 TaKUX MAPTHEPIB PIHCHKOTO YHIBEPCUTETY € MPOBiTHHIHA
iBectuIiiani 0ank Cxanaguuasii, 0ank EBii.

bank 3aiiMaeThcsl IHBECTHIIMHUM OaHKIBCHKHM OI3HECOM BKE
npotaroM 17 PpokiB Ta Mae MpPeACTaBHHUITBA Yy KpaiHax
Ckannunagii, [Tpubantuku ta Pocii.

VY Ganky mpaiorTh 0nu3bko 300 ¢axiBIiB y Miapo3iliax, Mo
3alMalOTLCST 3IUTTSAMH Ta NOTIMHAHHSAMH, IHBECTHIIHHUMHA
MOCJIyraMu Ui MPUBAaTHUX KIIEHTIB, MOCIYraMH 3 KIIPUHTY,
OpOKEPCHKUMU MOCITYTaMH.

Bbank cTabi1bHO pO3BUBAETHCS Ta PO3IIIAa€ PUHKH KpaiH CxiTHO1
€Bpony, y TOMY 4UCI YKpaiHy, JUISI MOXJIMBOTO PO3IIHPEHHS
CBOET JISUTBHOCTI.

Bucoka cTymiHb YCBIIOMJIEHOCTI BaKJIMBOCTI TaKoi CHIBIpalli
3HaXOJUTh MPOSIB TAKOK M B OpraHizallii BJIaCHE 1HBECTHIIMHOTO
Oi3Hecy.

Oco0nuBOro BpaKEHHS CHpPAaBIsi€ BUCOKUN PIBEHb KYJIBTYpPH
MpaIiBHUKIB, BUCOKA CTYIIHb aBTOHOMIi Y BUKOHAHHI BJIACHUX
(yHKIIIH Ta YMOBH, B IKUX MPAIIOIOTh POOITHUKH.

[Ipo TexHomOTrIYHE Ta TeXHIUYHE 3a0e3MEYeHHS Ta IHBECTHINI Yy
KaJIpOBUI MOTEHITIAT 0aHKY MOXHa BECTH OKpeMy Oecify.
KonektuB npaiiBHUKIB 0aHKY € JOCTaTHHO MOJIOJMM 3a BIKOM 1
SK 3a3Hauyae maH AHJIEPCIH, 11O 1€ € TAKOX CKJIaJJOBOIO CTpaTerii
PO3BUTKY OaHKY.

OueBuaHO, 110 HA TAKUX 3acajax i Mae popMyBatucs QpiHaHCOBa
yCTaHOBA.

e. Revise the following finance&banking vocabulary:

assets earnings liquidity assistance
bailout expense liquidity standard
bankruptcy process financial firm loss

business unit financial manage risk
capital regulation maturity

capital injection funding non-bank
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capital standard
cash

cash flow
collateral
contingency
credit exposure
creditor
depositor

hedging
insolvency
insolvent
inventory
liabilities
line of credit
liquid assets
liquidity

resolution
shareholder
subsidiary

systemic risk
taxpayer

unpledged collateral
yield benefits

f. Revise the following general vocabulary:

able

about
accomplish
account
accurate
accurately
achieve
acknowledge
across
action
active
actively
actual
addition
advance
adverse
affected
afternoon
again
agency
agenda
agreement
all

allow
along

equality
essential
establish
European
even

event
evolve
execute
existing
expectation
expected
experience
exposure
extended
extent
extraordinary
face

fact

factor

fail

failing
failure

fall

feature
finally

price
principle
pro-cyclical
problem
procedure
proceed
process
produce
prominence
promote
proportionally
proposal
propose
proposed
proposition
protect
provide
provided
provision
prudential
précis
public
purpose

put

quality
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already
also
alternative
although
among
amount
another
apart
apparent
appear
applicable
applied
apply
approach
appropriate
appropriately
approval
area

arise
around
arrangement
article
assess
assessments
assistance
associated
assume
assumption
attention
authorities
authority
automated
available
avoid

bail
balance

financial
find

firm
firm-specific
first
first-loss
flow
focused
focusing
follow

for

force
foreseeable
form
format
forth

from

full

further
furthermore
future
generally
geographical
give

global
globally
good
governing
government
government-managed
great

group
guarantee
guidance
happen
harmonize

question
quickly
quite

raise

range
rapidly

rare

rather
rationalize
re-emphasize
ready

real
realistic
realization
reasonably
recent
recommended
reconciling
recoup
reduce
refer
reflective
regime
region
regular
regularly
regulation
regulatory
rehabilitation
reinforce
related
relationship
relatively
reluctant
rely

remain
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bank
bankruptcy
Basel
basis

bear
because
become
before
begin
belongings
benefit
best

better
between
beyond

bit

board
borne
both
branch
bridge
bring
brink
broad
broaden
broadly
brother
bullet
burdensome
business
but
calibration
call

can
capacity
capital

harmonized
harmonizing
have
headquarters
healthy

help

helpful

high

home
homeowner
horizon

host

how
however
hurdle

idea

identify
imperative
implement
importance
important
imposing
improved
improvement
inadequate
incentive
include
inconsistent
incorporated
indeed
indirectly
individual
industry
inevitably
information
information-sharing

remark
remove
repudiate
require
required
requirement
rescue
resolution
resource
response
responsibility
responsible
restructure
restructuring
result
retrieval
retrieve
review
right
rightly

risk

satisfy
satisfyingly
scope
second

see

seek

seem
selected
sense
separately
serious
services
settle
severe
severely
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careful

carry
cascading
case

central
centrality
certain
certainly
challenge
challenging
change
changing
characteristics
circumstances
clean

clear

code

collect
colorfully
committee
common
company
compelling
compensation
competing
competitive
complement
complementary
complexity
complicate
comprehensive
condition
connected
consequence
consequent
consequently

initiative
injection
institution
interaffiliate
interconnected
interconnectedness
interest
international
internationally
intraday
investor
invoke
involve
issue
journal
jurisdiction
just

key

large

largely

law

lead

least

legal

lesson

level

light

likely
limitation
line

linkage
living
location
looming
make
manage

share
shed
sheet
short
sight
significant
silver
similarly
simple
simplify
situated
size
smoothly
so-called
solution
some
special
specific
sphere
spillover
spread
stability
stabilizing
standard
state
static

still
strengthening
stress
stressed
structural
structure
structured
subject
substantively
substitute
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considerable
consistency
consistent
consolidated
contain
contingency
continue
continued
contract
contractual
convince
cooperation
coordination
corporate
cost

costs
counsel
counterparty
country
course

craft

create
created
creation
Crisis

critical
cross-border
daily

deal

debate
decision-making
definition
degree

delve
demand
demise

management
manner
many

map

market
matter

may
measure
mechanism
meet
metrics
mismanaged
mismanagement
mismatch
mitigate
monthly
motivated
moving
much
much-discussed
multiple
must

my

natural
nature
necessarily
necessary
need

needed
negative
nettlesome
new
nonetheless
normal
notable
notion

success
successfully
such
suggest
supervision
supervisor
supervisory
support
suppose
synchronize
system
systemic
systemically
system

take

target

task

tax
technology
testing
therefore
they

thing

think

third
thorough
those
though
threats
through
throughout
thus

tie

time
together
too
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demonstrate
depend
depending
designed
desirability
detail
determination
determine
develop
developed
developing
device
different
difficult
difficulty
direct
directly
discipline
discuss
discussing
discussions
disorderly
disruption
distress
divergent
division
document
domestic
domestically
doubtless
down

draw
during
each
economic
economy

objective
observation
obstacle
obvious
obviously
occasioned
occur
ongoing
only
operate
operation
option
orchestrate
order
orderly
organization
organizational
overall
oversight
oversimplification
own
paragraph
part
particular
past

pay
payment
pepper
perception
peril
perimeter
period
permit
piece

place
placing

too-big-to-fail
tool
traditional
transferring
translation
treaty

try

two

type
ultimate
ultimately
uncertainty
unclear
under
underlying
undermine
understandably
undertake
unexpected
united

unit
unleash
unpledged
unsecured
upgrade
use

used
useful
value
variant
various
very

wake

want

way

well
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effect
effective
effectively
effectiveness
effort
elaborate
element
enable
encourage
end

English
enormous
enough
ensure

entail

enter

entity
environment

plan
planning
point
political
position
possibility
possible
potentially
powerful
practice
predict
predictably
present
preserve
preserving
pressure
presumption
prevent

wholly
wide
willing
wind
wind-down
winding
wipe
within
without
work
workable
working
world
worldwide
year

yet

yield
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UNIT THIRTEEN.

CANADA’S CENTRAL FUND

A. BEFORE YOU READ

1. CONCEPT MAPPING:
Develop a "mind map" around the notion “STOCK EXCHANGE”
to comprehend the relationship between the new concepts and the
concepts you know.

2. BRAINSTORMING:

a) Examine the title of the selection you are about to read.

b) List all the information that comes to mind about this title.

c) Use these pieces of information to recall and understand the
material.

d) Use this knowledge to reframe or reorder what you know, or to
note what you disagree with, for further research.

3. SKIMMING THE TEXT:

Scan the text to comprehend the content structure.

4. VOCABULARY PREVIEWS:

Look up unfamiliar key words before reading to improve your

background and comprehension.

5. PRE-QUESTIONS:

Write out a series of questions you expect to be answered when

reading:

6. DEFINITION:

a) What is CIBC?

b) What is multijurisdictional disclosure system?

c) What group does the Canadian Central Fund belong to?

7. CHARACTERISTICS:

a) How would I describe the U.S. Treasury Department's Financial
Regulatory Reform?

b) What does the Financial Regulatory Reform in the US look like?

¢) What are its provisions?

8. EXPERIENCE:

a) What experience have | had with the Ukrainian banking system
changes?


http://www.studygs.net/mapping
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b) What can | imagine about my participating in the G20 Working
Group?

B. READING

a) Highlight signal words, main idea sentences, phrases, headings
and subtitles.

b) Pay attention to specific plans of paragraph or text organization.

c) Define the phrases in italics:

13.1. Central Fund of Canada.

TORONTO, ONTARIO -- 11/10/09 -- Central Fund of Canada
Limited ("Central Fund") (TSX: CEF.A)(TSX: CEF.U)(NYSE Amex:
CEF) of Calgary, Alberta announced today that it has entered into an
underwriting agreement with a syndicate of underwriters (the
"Underwriters"”) led by CIBC (Canadian Imperial Bank of Commerce),
under which the Underwriters have agreed to buy and sell to the public,
in Canada (except Quebec) and in the United States under the
multijurisdictional disclosure system, 15,500,000 Class A Shares of
Central Fund. The Underwriters have been granted the right to
increase the size of the offering (the "Right™) by up to an additional
1,475,000 Class A Shares, exercisable in whole or in part, at any point
prior to 4:00 pm (EST) on November 10, 2009. The offering will be
made under a prospectus supplement to Central Fund's
U.S.$1,000,000,000 base shelf prospectus dated September 8, 20009.

The purchase price of U.S.$13.56 per Class A Share is expected
to result in gross proceeds of approximately U.S.$210 million.
Substantially all the net proceeds of the offering have been committed
to purchase gold and silver bullion for settlement at closing, in keeping
with the asset allocation policies established by the Board of Directors
of Central Fund. Any additional capital raised by this offering is
expected to assist in reducing the annual expense ratio in favour of the
Shareholders of Central Fund.

Central Fund has filed a base shelf prospectus and registration
statement with the Canadian securities regulatory authorities (except
Quebec) and the United States Securities and Exchange Commission
("SEC") for the offering to which this communication relates. Before
you invest, you should read the base shelf prospectus and any other
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documents Central Fund has filed with the securities commissions in
each of the provinces and territories of Canada, except Quebec, and
the SEC for more complete information about Central Fund and this
offering. Statements contained in this release that are not historical
facts are forward-looking statements that involve risks and
uncertainties. Central Fund's actual results could differ materially from
those expressed or implied by such forward-looking statements.
Factors that could cause or contribute to such differences include, but
are not limited to, those risks detailed in Central Fund's filings with the
Canadian securities regulatory authorities and the SEC.

Central Fund of Canada Limited (est. 1961) is an exchange-
tradeable, refined gold and silver bullion holding company. Class A
Shares are qualified for inclusion in many North American regulated
accounts. Central Fund's bullion holdings are stored unencumbered in
allocated and segregated safekeeping in Canada, in the treasury vaults
of the Canadian Imperial Bank of Commerce. The gold and silver
bullion are physically inspected by Ernst & Young LLP in the presence
of Central Fund's Directors and Officers as well as bank officials. Class
A Shares are quoted on the NYSE Amex LLC, symbol CEF and on
the TSX, symbols CEF.A (Cdn. $) and CEF.U (U.S. $).

13.2. Treasury Department proposals.
13.2.1. Make an English précis of the article.
13.2.2. Make a Ukrainian précis of the article.

As described yesterday, the U.S. Treasury Department's
"Financial Regulatory Reform: A New Foundation" includes
numerous proposals to address perceived inadequacies in U.S.
financial regulation. Of particular note, the report proposes requiring
that investment advisers to hedge funds and other private pools of
capital (including private equity and venture capital funds) whose
assets under management exceed "some modest threshold" be
registered with the Securities and Exchange Commission under the
Investment Advisers Act. Registration of such investment advisers
would make them subject to recordkeeping and disclosure
requirements, including requirements to report to investors, creditors
and counterparties, as well as regulators. While the reporting may vary
across the different types of private pools of capital, the report
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proposed confidential reporting to regulators of the amount of assets
under management, borrowings, off-balance sheet exposures and other
“necessary” information. As stated in the report, "requiring the SEC
registration of investment advisers to hedge funds and other private
pools of capital would allow data to be collected that would permit an
informed assessment of how such funds are changing over time and
whether any such funds have become so large, leveraged, or
interconnected that they require regulation for financial stability
purposes.”

These proposals follow similar proposals made by the G20 in
the G20 Working Group 1 Final Report released in March of 2009,
which also recommended registration of private pools of capital or
their managers. The G20 Report also endorsed enhanced disclosure by
such entities, including with respect to size, investment type, leverage,
performance and participation in “certain systemically important
markets.” As well, the G20 report recommended the development of
common metrics to assess the significant exposures of counterparties
for hedge funds, including prime brokers, given its view that failure of
a systemically important fund or group of funds could be spread to the
broader financial system through the use of counterparties.

13.3. G20 Report.
13.3.1. Give a written translation of Paragraph 1.

Following the publication of the, the European Commission
also proposed its own framework for the regulation of managers of
“alternative investment funds” on April 29, 2009. The proposed
Directive would apply to any European Union domiciled “alternative
investment fund manager” (AIFM) with assets under management
above $EUR 100 million, or, for funds with no leverage and a lock-in
period of five years or more, assets under management above $EUR
500 million. Under the proposed Directive, all AIFMs falling within
the scope of the Directive would be required to be “authorized” by the
regulator of their home state. Such authorization would impose a wide
range of investment adviser type of requirements, including suitability,
disclosure, governance, capital and other requirements.

Disclosure requirements would relate to reporting on planned
activity, identity and characteristics of the funds managed, governance
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and internal arrangements (including with respect to risk management,
valuation and safe-keeping of assets, audits and systems of regulatory
reporting). The manager would also be required to report to the
relevant authority on the principal markets and instruments in which it
trades, its principal exposures, performance data and concentration of
risk. Additional disclosure requirements could also apply to managers
managing leveraged funds and controlling stakes in companies.

C.AFTER YOU READ

a) Depending upon the content area, a discussion of the author of the
particular work can be helpful to the understanding of it.

b) What is the author trying to say?

c) What is his point of view and his reason for writing the particular
work?

D. LANGUAGE FOCUS

a) Make it negative:

Disclosure requirements would relate to reporting on planned activity,

identity and characteristics of the funds managed, governance and

internal arrangements (including with respect to risk management,
valuation and safe-keeping of assets, audits and systems of regulatory
reporting).

b) Paraphrase the following:

1. The manager would also be required to report to the relevant
authority on the principal markets and instruments in which it
trades, its principal exposures, performance data and concentration
of risk.

2. Additional disclosure requirements could also apply to managers
managing leveraged funds and controlling stakes in companies.

c) Relate the action to the past/present/future:

While the reporting may vary across the different types of private pools

of capital, the report proposed confidential reporting to regulators of

the amount of assets under management, borrowings, off-balance sheet
exposures and other “necessary” information.

d) Turn direct into indirect:
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As described yesterday, the U.S. Treasury Department's "Financial
Regulatory Reform stated: A New Foundation" includes numerous
proposals to address perceived inadequacies in U.S. financial
regulation. Of particular note, the report proposes requiring that
investment advisers to hedge funds and other private pools of capital
(including private equity and venture capital funds) whose assets under
management exceed "some modest threshold".

E. VOCABULARY ARRANGEMENT

a) Arrange a semantic field of the words relating to the learning to
the topic.

b) Add words you probably already understand to connect
relationships between what is known and the unknown.

c) Supply the English equivalent to the Ukrainian phrases from the
list given below:

Providing some comfort, the Bundesbank thinks Germany’s
economy grew by a cmiuxuit 0.5 per cent in the third quarter, and
eurozone unemployment figures on Friday suggested that the
economic slowdown had yet to spasumu labour markets. Eurozone
joblessness fell by a cesonno ecmanosrenuir 38,000 in August
compared with the previous month, according to Eurostat, the
European Union’s statistical office. The unemployment rate remained
unchanged at 10 per cent of the po6oua cuna. Unlike the US
Hayionanvnuuii banx, the ECB has room ckopomumu o6nixosy cmasky
— which it raised twice earlier this year, most recently to 1.5 per cent
in July. Even if it stays interest rate cuts, the ECB is widely expected
next week to expand its policy of providing reobmesrcena nixsionicmo
to eurozone banks. So far it has o6iysmu to continue doing so until
early next year — but that deadline is likely to be extended. It could also
reintroduce unlimited 12-month rozuxu, in addition to existing offers
of weekly, monthly and three-month liquidity.
hit
Federal Reserve
seasonally
loans
workforce
robust

ocouarwdE
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7. to cut interest rates

8. unlimited liquidity

9. pledge

10. adjusted

d) Suggest the correct translation:

What’s also missing (A), however, is the context that this is not
an unusually large derivatives exposure (B) among the Too Big to Fail
Set. J.P. Morgan has about $79 trillion — trillion, with a T — in
notional derivatives contracts outstanding, for instance. Finally, these
gigantic numbers represent the notional value (C) of underlying
contracts. The net exposure (D) is actually much, much smaller. J.P.
Morgan’s total credit exposure (E), according to the OCC report, is
about $360 billion. That’s still a huge number — but a little more in
the realm (F) of normal human numbers than $78 trillion. We don’t
know the comparable number for Morgan Stanley because OCC
doesn’t give it. By now these concepts are probably well-known, as
this issue (G) has been discussed all day, so it’s doubtful this particular
issue is hurting (H) Morgan Stanley’s stock (I) any more. Which is
probably a good thing — Morgan Stanley shares are already down
nearly 10% as we head into the final half-hour of trading.

F. INFORMATION FILE
Share new information with your fellow students.

G. ADVANCE ORGANIZERS

Relate new reading material to something you already know, to your
background or experiences. Ask your teacher for assistance in
developing these issues.

H. GROUP DISCUSSIONS

a) Group discussions in and out of class will help you to discover
what you bring to your reading, what your fellow students bring,
as well as shared experiences.

b) If you find they have new background information, ask for more
information from them.

. QUIZ # 13
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a. Define the following sentences “True” or “False”:

1.

2.

3.

9.

10.

Alberta announced today that it has abandoned the underwriting
agreement with a syndicate of underwriters.

The market price of U.S.$13.56 per Class A Share is expected to
result in gross proceeds of approximately U.S.$210 million.
Before you request a loan, you should read the base shelf
prospectus.

You may obtain a copy of the base shelf charter filed in the United
States.

Central Fund's actual profits could differ materially from those
expressed or implied by such forward-looking statements.
Central Fund of Canada Limited (est. 1961) is an exchange-
tradeable, precious metals holding company.

The prospectus proposes investment advisers to hedge funds and
other private pools of capital.

Administration of such investment advisers would make them
subject to recordkeeping and disclosure requirements.

It also recommended registration of private pools of capital or
their authorities.

Such authorization would demand a wide range of investment
adviser type of requirements.

b. Give the opposite:

The public, to grant, prior, offer, purchase, approximately, settlement,
to raise, release, uncertainty.

c. Decode the following terms:

Underwriting agreement, syndicate, multijurisdictional disclosure,
exercisable, base shelf prospectus, in gross, gold and silver bullion,
asset allocation, in favour of, regulatory authorities.

d. Translate the following into English:

1.

2.

TpancopmaniitHi npouecu B YKpaiHi CynpoOBOJUKYBaJIUCS
THOOKO0 €KOHOMIYHOIO KPU30IO.

Y 2012 poui pi3KO 3arocTpUIIMCS TMHTaHHS PECYPCHOTO
3a0e3MeueHHs] eKOHOMIYHOTO  PO3BHUTKY, OcCOOIMBO  Horo
(iHaHCOBOI CKJIaJOBOI.

Po3banancoBaHicTh (iHAaHCOBOi CHUCTEMHM, IUIATDKHA KpU3a,
CIpUYMHEH] Hacamrepea IMepexoJoM [0 CBITOBUX LIiH Ha
€HEeproHOCII.
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Cepen 30BHIMIHIX ()IHAHCOBUX JPKEPENT HAHOUIHIIMKA MOTCHIIIAT
MalOTh MDKHapoJHI (iHaHCOBI IHCTUTYIII - MUbKHApOIHUN
BamoTHUN poua (MB®), CriroBuii 6ank (Cb), €Bpomneiicbkuit
0aHK peKOHCTpyKIii i po3BuTKY (€BPP).

[TopiBHSHO HU3bKA BAPTICTh 3alI03MUYEHb CIIOHYKAE€ HA JAHOMY
eTami A0 TICHOI CIiBIpami Ha 3arajJbHONPUUHSATHX MPUHIUIIAX
MDKHApOTHOTO TIpaBa.

VY mnepioa MICISIKPU30BOTO PO3BUTKY MOTPiOHE BIOCKOHAICHHS
MEXaHI3MIB TaKOTO CHIBPOOITHULITBA.

B ix ocHOBI MarTh 3aJIUIIATHCSA HAIIOHAIBLHI E€KOHOMIYHI
1HTepecH, NOTpeOu AabIIoi pUHKOBOI TpaHchopMallii, colianbHi
MPIOPUTETH.

CriBnpans 3 MiKHapOAHUM BaJIIOTHUM (DOHIOM PO3TIISIIAETHCS
K (QaKTOp AOBIPHU Ta KPEAUTOCIPOMOKHOCTI JEPHKABU.
[IpeporatuBa YkpaiHm — BHU3HAUEHHS MEXaHI3MIB  Ta
IHCTPYMEHTapII0 CTpaTerii 1 TAKTUKH €KOHOMIYHUX TIEPETBOPEHb.
Ile 30060B'13ye Kabimer MinictpiB 1 Harmionanpauii 06aHK
IPUCKOPUTH  OOIPYHTYBaHHS  ONTUMAJIBHOIO  aJITOPUTMY
B3a€EMOBITHOCUH 3 MDKHAPOJHUMHU (DIHAHCOBHUMH IHCTUTYIIIMH

Ta MPAKTUYHUX 1K y cepl Aep>KaBHUX 3aIT03UYCHb.
e. Revise the following finance&banking vocabulary:

asset allocation
asset management
borrowings
capital raising
class a share
counterparty
creditor

equity capital
exchange-tradeable
expense ratio
exposure

fund manager
gold bullion
gross proceeds

hedge fund
holding

holding company
leverage
leveraged funds
net

net proceeds
off-balance
offering

pool of capital
prime broker
prospectus

quote

regulated account

securities
securities
commission
shareholder
shelf prospectus
silver bullion
stake
syndicate
underwriter
underwriting
vault
valuation
venture
venture capital
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about
above
account
across

act
activity
actual
additional
address
adviser
agree
agreement
all

allocate
allocation
allow

also
amount
announce
annual
apply
approximately
arrangement
article
assess
assessment
assist

audit
authority
authorization
bank

base
become
before

falling
favour
file
filing
final
financial
five
follow
for

forward-looking

foundation
framework
from

fund

give

gold
governance
grant

gross
group

have

hedge
historical
home
following
identity
imperial
imply
important
impose
inadequacy
include
including
inclusion

private
proposal
propose
proposed
province
précis
public
publication
purchase
purpose
qualified
raise

range

ratio

read
recommended
recordkeeping
reduce
refined
reform
registered
registration
regulated
regulation
regulator
regulatory
relate
release
released
relevant
report
reporting
require
required
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board

broad

broker

buy

cause
central
change
characteristic
class

closing
collect
commerce
commission
committed
common
communication
company
complete
concentration
confidential
contain
contribute
control
could

data

date
department
describe
detailed
development
differ
difference
different
directive
director
disclosure

increase
information
informed
inspected
instrument
interconnected
internal
into

invest
investment
investor
involve
keep

large

lead

limited
lock-in
make
managed
management
manager
managing
many
March
market
materially
may
metrics
million
modest
more
multijurisdictional
new

note
November
numerous

requirement
respect
result

right

risk
safe-keeping
scope
segregated
sell
September
settlement
sheet

shelf

should
significant
silver
similar

size

spread
stability
state
statement
store
subject
substantially
such
suitability
supplement
symbol
system
systemically
territory
threshold
through
time

today
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document
domicile
each
endorse
English
enhance
enter
equity
establish
European
exceed
except
exchange
exercisable
expected
expense
express
factor
fact
failure

officer
official
paragraph
part
participation
particular
per
perceived
performance
period
permit
physically
plan

point

policy
presence
price

prime
principal
prior

trade
translation
type
uncertainty
under
unencumbered
union

use

vary

view

well

wide

will

within
working
would
years
yesterday
you
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UNIT FOURTEEN.

GLOBAL FINANCIAL CRISIS

A. BEFORE YOU READ

1. CONCEPT MAPPING:

Develop a "mind map" around the notion “CRISIS” to comprehend the

relationship between the new concepts and the concepts you know.

2. BRAINSTORMING:

a) Examine the title of the selection (the key sentence) you are about
to read.

b) List all the information that comes to mind about this title.

c) Use these pieces of information to recall and understand the
material.

d) Use this knowledge to reframe or reorder what you know, or to
note what you disagree with, for further research.

3. SKIMMING THE TEXT:

Scan the text to comprehend the content structure.

4. VOCABULARY PREVIEWS:

Look up unfamiliar key words before reading to improve your

background and comprehension.

5. PRE-QUESTIONS:

Write out a series of questions you expect to be answered when

reading:

6. DEFINITION:

a) What are prudent footing / downturn / sustainability / implicit
government liabilities?

b) Where does the Budget temporary operating rule fit?

c) What group of activities does the Budget temporary operating rule
belong to?

7. CHARACTERISTICS:

a) How would | describe the Budget temporary operating rule?

b) What does fiscal consolidation look like?

¢) What are its parts?

8. EXPERIENCE:


http://www.studygs.net/mapping

197

a) What experience have | had with Budget drafting?
b) What can | imagine about my participation in the Budget drafting?

B. READING

a) Highlight signal words, main idea sentences, phrases, headings
and subtitles.

b) Pay attention to specific plans of paragraph or text organization.

c) Define the phrases in italics:

14.1. The UK government deficit is widening rapidly and is
expected to reach around 14% of GDP in 2010 according to OECD
projections, which is helping to cushion the downturn. Moreover,
support for the financial system has led to direct fiscal costs and
substantially added to implicit government liabilities. The UK
authorities have provisionally estimated that the losses may lie within
a potential range from 1% to 3% per cent of GDP and the authorities
have included the upper end of this range in their projections for
borrowing and debt, as the basis for setting fiscal policy. After around
the turn of the century, the underlying fiscal position weakened more
than anticipated, while there was some subsequent improvement,
particularly in tax receipts. Tax receipts have been significantly
affected by the current downturn. According to OECD projections, the
gross government debt-to-GDP ratio is now on course to reach around
90% by 2010. The November Pre-Budget Report and Budget 2009
outlined a path to fiscal consolidation starting in 2010, based on
income tax rises for those on high incomes, increases in national
insurance contributions and revised spending assumptions, alongside
“value for money” savings. Although the deficit should be allowed to
support activity in the near term, the government has set out an
ambitious consolidation plan for when the recovery takes hold. The
delivery of the consolidation will require specifying the “value for
money” savings beyond 2011-12 in the upcoming Spending Review.
This would signal the commitment to getting the public finances back
onto a sustainable and prudent footing. Further action may be required
if the economy does not recover as quickly as anticipated.

In 1997, the government introduced a principles-based fiscal
framework which, alongside the new independent monetary policy
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regime, sought to shift the focus of macroeconomic policy to long-term
sustainability within a credible and transparent framework. The fiscal
framework is operationalised through two fiscal rules: the golden rule,
which requires that over the economic cycle the government should
borrow only to invest and that current spending (including the
consumption of capital) should be paid for by taxation; and the
sustainable investment rule, which requires that over the economic
cycle the government should ensure the level of public debt as a
proportion of national income is held at a stable and prudent level
(defined as net public debt below 40% of GDP on average over the
cycle running from 1997-98 to 2006-07). In November 2008, the
government suspended the two fiscal rules on the grounds of
extraordinary circumstances. This decision reflected the suddenness
and severity of the downturn. The government has adopted a temporary
operating rule: to set policies to improve the cyclically-adjusted
current budget each year, once the economy emerges from the
downturn, so it reaches balance and debt is falling as a proportion of
GDP once the global shocks have worked their way through the
economy in full. The Budget projects that the cyclically adjusted
budget will return to balance by 2017-18 with the net debt to GDP ratio
falling from 2015-16.

The original fiscal rules could be amended in a number of ways,
rather than being reinstated. The reformulated rules should be forward
looking, ensure medium-term spending discipline and account more
explicitly for off balance sheet public liabilities. Finally, income tax
thresholds and national insurance thresholds should be linked to wage,
rather than price inflation so that fiscal drag is handled more
transparently.

14.2. Austria has been affected by the international crisis.
14.2.1. Make an English précis of the article.
14.2.2. Make a Ukrainian précis of the article.

Austria’s economic expansion came to a halt with the global
financial crisis which erupted in the summer of 2007 and intensified in
the autumn of 2008. However, till end—2008, the downturn proved less
abrupt than in most other high-income euro area countries. Private
consumption and investment held up better, as did exports, notably to
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Central and Eastern Europe (CEE). International contagion first took
the form of general tensions in the financing of banks and a tightening
of economy-wide credit conditions. In response, the authorities put in
place measures to bolster banks’ liquidity and capital, and the
confidence of depositors and creditors. The ongoing slump in world
trade is the second channel through which global weakness is affecting
Austria, where exports amount to some 60% of GDP. Coupled with
the financial-sector uncertainties, and with the expectation of shrinking
domestic employment, this foreshadows subdued spending by
households and enterprises. Against this backdrop, and despite
significant policy action, Austria is projected to experience its deepest
and most protracted recession since the mid-1950s, with
unemployment rising sharply, albeit with a lag.

The financial system has been less affected than elsewnhere,
being less exposed to the most toxic international asset classes or to
souring domestic credits. Strains arose in February 2009, however,
when the perceived riskiness of credit positions in a number of CEE
countries rose sharply in light of a deteriorating economic outlook and
balance of payments problems. Austrian banks have been very active
across a broad spectrum of countries in the region in recent years
through cross-border loans and credits by subsidiaries, which
accounted for a prominent portion of their total earnings. With
Austrian banks’ assets in CEE representing over 60% of Austrian
GDP, the fiscal implications of a potential banking crisis raised
concerns and the risk premium on Austrian government bonds soared
to as much as 130 basis points in early 2009, though it has edged down
since. Uncertainty about the situation in certain CEE countries
endures, however, and deep recessions in the region would put
additional strains on Austria’s financial system, regional trade and
domestic activity and investment. The ensuing risks differ across the
CEE countries, however, both because of large differences in
economic conditions there and as a function of their relative
importance to Austria as economic partners.

A number of policy measures have been taken in response to
the crisis.

A series of monetary, financial, fiscal and labour market policy
measures have been put in place since last autumn. In addition to the
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monetary stimulus imparted by the Eurosystem, the Austrian
authorities have introduced a € 100 billion (36% of GDP) package,
including a top-up of the deposit guarantee scheme by € 10 billion, €
15 billion for capital injections in financial institutions, and € 75 billion
for supporting interbank lending (via a new clearing bank) and for
government guarantees of bank bond issuance. Banks soliciting these
resources need to sign agreements with the authorities and to step up
lending. A new guarantee scheme underwrites the borrowings of
small-and-medium sized enterprises for their investment and working
capital needs. These measures have helped alleviate the strongest
sources of tension in the financial system between October 2008 and
April 20009.

Fiscal policy has also responded to the exceptional
circumstances. As the share of taxes and public spending in GDP is
high, and as social transfers are comprehensive in Austria, the
automatic stabilisers play a particularly large role. Moreover,
discretionary stimulus is being injected, notably through measures to
support households’ purchasing power (including increases in family
benefits, cancellation of student fees, and VAT cuts on medication),
personal income tax cuts (brought forward from 2010 to 2009) and
other measures such as new infrastructure investments. The fiscal
deficit is projected to rise from close to zero to about 4.5% of GDP in
2009 — with approximately two thirds of the increase a result of
automatic stabilisers and one third stemming from discretionary
stimulus.

Labour market policy action has also been taken. In Austria,
workers’ incomes are well protected in case of unemployment, initially
through unemployment insurance and then through equally supportive
social assistance. All recipients of unemployment insurance and social
assistance are in principle referred to active labour market
programmes, which seek to assess and, if possible, adapt their labour
market skills. More recently, a rarely-used public subsidisation scheme
for enterprises that keep on their employees despite falls in activity has
been expanded. It is now available for up to 18 months, and
compensates income losses due to working time reductions of up to
90% of the basic salary. Participating firms are encouraged to use the
subsidised hours for re-qualification and retraining. Some 50 000
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workers had been covered by this measure by April 2009 and the total
take—up is expected to approach 70 000 by end 2009, amounting to a
quarter of the current number of registered unemployed.

More may be needed, but without creating distortions.

These various policy levers should continue to be used in a
timely and flexible way, keeping in mind the need to avoid lasting
negative side effects and to start phasing out policy support once
economic conditions improve. Generous income maintenance is in
principle associated with programmes aiming at improving recipients’
employability and care should be taken that they keep fulfilling that
role through the crisis. Neither the recent tax cuts nor social protection
appear to unduly distort market signals or hinder the adjustment of
corporate structures and worker qualifications and it is essential that
further measures — if any — also be as neutral as possible in that respect.
Measures aimed at securing financial stability appear broadly effective
to date, but further support may become necessary in the event of
additional regional or global shocks. Plans should be ready in the event
that the financial crisis worsens in one or more CEE countries. The
Austrian authorities are closely monitoring developments. They have
actively facilitated confidence-building and crisis-management
contacts within the CEE region and the international financial
community, and are keeping in close touch with their relevant
counterparts. Depending on developments, further cross-border
initiatives may be called for. In response to the changing environment
Austria has endorsed the OECD standard for the exchange of
information in tax matters, and withdrew its earlier reservation on the
applicable article in the OECD Model Tax Convention. Once
information exchange consistent with the OECD Model is
implemented, Austria will be in a position to exchange information on
all tax matters foreseeably relevant for the administration or
enforcement of the domestic law of its treaty partners. Austria is
encouraged to implement this decision as rapidly as possible.

14.3. Economic Survey of the Euro Area 2009: Fiscal Policy.
14.3.1. Give a written translation of Paragraph IV.

The recession and financial market turmoil will add to fiscal
pressures.
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Fiscal performance improved in recent years. The overall euro
area fiscal deficit shrank from 2.5% of GDP in 2005 to 0.6% in 2007
and the cyclically-adjusted fiscal deficit declined as well. Some
countries achieved impressive fiscal positions but some high-debt
countries made little effort to improve their fiscal position. The last
economic expansion was particularly rich in revenue and generated
strong growth in receipts from corporation tax and taxes related to
capital gains and property, so that the measured improvement in the
underlying fiscal position is likely to be overstated. The economic
downturn, unfavourable developments in tax elasticities, and the
actions being taken by governments to stabilise financial markets will
add to fiscal pressures. The euro area actual fiscal deficit is expected
to increase by 0.8% of GDP in both 2008 and 2009, reversing much of
the decline in 2006-07. Government debt had fallen as a share of GDP,
but is now set to rise again. The major challenge for long-run fiscal
sustainability remains ageing and healthcare costs: the most recent
estimate from the European Commission suggests an increase in the
share of age-related spending of 4.4% of GDP between 2010 and 2050,
bringing this share to about 28% of GDP but the actual costs could be
much higher. Consideration should be given to how this challenge will
be addressed through structural reforms and pre-funding.

The revised Stability and Growth Pact (SGP) agreed in 2005
has been successful up until recently, but has yet to be tested in an
economic downturn, or a financial crisis. Euro area countries had
emerged from Excessive Deficit Procedures under the “dissuasive
arm” of the Pact in recent years. The greater discretion under the
revised Pact has hardly been used so far and should be used only
sparingly. In fact this is exactly what has happened since the 2005
reform of the Pact. The SGP’s “preventive arm” has continued to
develop, with greater focus on the achievement of long-run fiscal
sustainability. Nevertheless, the existing range of the country-specific
medium-term budgetary objectives (MTOs) does not fully reflect the
fiscal sustainability challenges facing different countries: the current
proposals to take implicit liabilities into account when setting MTOs
should be implemented. The objective of attaining the MTOs by
improving the structural balance by 0.5% of GDP or more in “good
times” has had mixed results. The definition of good and bad times and
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the calculation of their impact on budgetary balances could be refined
further. There should be greater emphasis on asset prices and a
disaggregated analysis of revenues in assessing structural balances.
Fiscal policy in some euro area member states tightened as the
economy expanded in recent years, but policy has remained pro-
cyclical in others and a few were forced to tighten policy under adverse
cyclical circumstances. In the context of the current economic
slowdown and the exceptional measures being taken to support the
financial system, discretionary fiscal policy may be appropriate where
room for manoeuvre exists. Any discretionary easing should be timely,
targeted and temporary and take into account specific challenges of the
country concerned. The reformed Stability and Growth Pact provides
sufficient flexibility to allow for fiscal policy to play its normal
stabilisation function. The relatively large automatic stabilisers in
Europe will help cushion the slowdown. The priority should remain
improving long-run fiscal sustainability, given the challenges
stemming from ageing. This is in line with the conclusions of the
October 2008 ECOFIN Council. In addition, fiscal incentives to invest
in housing exacerbate the housing cycle and should be phased out in
the long run. Moreover, in some cases there is opportunity for property
taxation to be designed more efficiently, allowing it to function as a
built-in stabiliser. However, due account would need to be taken of the
timing of these changes, especially with regard to the risk of
exacerbating further the present difficulties in the housing market.
The efficiency of government intervention is an important way
in which fiscal policy can contribute to raising living standards, with
key factors including the ways in which money is spent and the design
of the tax system. This is a key issue for the euro area because public
spending accounts for around 45% of GDP on average. Infrastructure
investment can help to raise living standards, although it should be
well-designed and policies such as user charges can contribute to its
efficient use. The efficiency of public spending is hard to assess. But,
there is some evidence that euro area countries could benefit from
improving value for money: educational attainment could be raised by
following international best practice or raising the efficiency within
national systems towards those of the best performing schools; and
health spending could be better used to improve outcomes. The design
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of the tax system should be improved by increasing the use and
efficiency of consumption taxes, which would be less distorting than
the current degree of reliance on personal income taxes, although in
seeking such reform it is important to consider the effect on the
distribution of real incomes. Moreover, strong fiscal governance
frameworks can help to ensure sound budgetary positions and improve
the efficiency of public spending.

C. AFTER YOU READ
What is the author trying to say?

D. LANGUAGE FOCUS

a) Make it negative:

1. In 1997, the government introduced a principles-based fiscal
framework which, alongside the new independent monetary policy
regime, sought to shift the focus of macroeconomic policy to long-
term sustainability within a credible and transparent framework.

2. The fiscal framework is operationalised through two fiscal rules:
the golden rule, which requires that over the economic cycle the
government should borrow only to invest and that current spending
(including the consumption of capital) should be paid for by
taxation.

b) Paraphrase the following:

1. In fact this is exactly what has happened since the 2005 reform of
the Pact.

2. The SGP’s “preventive arm” has continued to develop, with greater
focus on the achievement of long-run fiscal sustainability.

3. Nevertheless, the existing range of the country-specific medium-
term budgetary objectives (MTOs) does not fully reflect the fiscal
sustainability challenges facing different countries: the current
proposals to take implicit liabilities into account when setting
MTOs should be implemented.

c) Relate the action to the past/present/future:

1. They have actively facilitated confidence-building and crisis-
management contacts within the CEE region and the international
financial community, and are keeping in close touch with their
relevant counterparts.
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2. Depending on developments, further cross-border initiatives may
be called for.

d) Turn direct into indirect:

The financial expert said: “After around the turn of the century, the

underlying fiscal position weakened more than anticipated, while there

was some subsequent improvement, particularly in tax receipts. Tax

receipts have been significantly affected by the current downturn”.

E. VOCABULARY ARRANGEMENT

a) Arrange a semantic field of the words relating to the learning to
the topic.

b) Add words you probably already understand to connect
relationships between what is known and the unknown.

c) Supply the English equivalent to the Ukrainian phrases from the
list given below:

Traders can be excused a moment of reflection given the
cnexomnutl wac they have endured over the past three months. Worries
about a enobanvua exonomika, wo ynositenroemoscs and headlines
relating to eurozone fiscal nenpuemnocmi, wo smpsmo, have regularly
caused piszxui kpen in sentiment. Thursday saw some bright spots, with
better than expected US data joining a German “yes” vote for the
expansion of the European szacmaenuu fund to provide hope to
optimists. And on Friday, investors were presented with better than
expected Chicago PMI and University of Michigan nacmpiu
cnooicueaua reports. But the underlying mood remains broadly
noxmypum. Many traders recognise that the danger of a destabilising
Greek default is still a possibility, while other evidence of economic
weakness has emerged with news on Friday that German poszopiona
mopeiens in August experienced their biggest monthly decline in four
years. A US Commerce Department report showed household
incomes fell 0.1 per cent in August, the first decline for two years. In
addition, investors are noting building concerns about prospects for the
Chinese economy after the country’s maiinosi ma 6ankiscoki axyii
were hit on worries over a purox srcumaa correction.

1. bail-out fund
2. housing market
3. festering fiscal woes


http://www.ft.com/intl/cms/s/0/c0a999ca-eb63-11e0-9a41-00144feab49a.html
http://www.ft.com/intl/cms/s/0/c0a999ca-eb63-11e0-9a41-00144feab49a.html
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4. sharp lurches

5. torrid time

6. consumer sentiment

7. downbeat

8. retail sales

9. property and banking shares
10. slowing economy

d) Suggest the correct translation:

The euro's rise earlier this week came as Germany and several
other euro-zone members approved expanded powers (A) for the
European Financial Stability Facility, (B) a rescue fund (C) for
economies threatened by high debt levels. However, European
officials haven't finalized details (D) of another bailout for Greece, the
country in the most immediate danger of defaulting. The euro's
temporary rise during the middle of the week probably had more to do
with investors closing out positions before the end of the third quarter
Friday, as well as some profit-taking after the euro's sharp move (G)
lower, said Anish Abuwala, foreign-exchange strategist at Nomura
Securities in New York. Those two factors often skew moves (H) in
the exchange rate and convince market participants that a trend is
reversing when it is actually just taking a breather. The latest bets (I)
on the euro are surpassed (J) only by those from the spring of 2010.
Back then, investors also fretted over (whether Greece would get a
bailout. Without one, the country was at risk of default, which in turn
could have set off a cascade of problems for European banks and other
euro-zone members with exposure to Greek debt.

F. INFORMATION FILE
Share new information with your fellow students.

G. ADVANCE ORGANIZERS

a) Relate new reading material to something you already know, to
your background or experiences.

b) Ask your teacher for assistance in developing these issues.

H. GROUP DISCUSSIONS


http://www.ft.com/cms/s/0/088b8092-e9ba-11e0-bb3e-00144feab49a.html#axzz1ZPw4vWEE
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a) Group discussions in and out of class will help you to discover
what you bring to your reading, what your fellow students bring,
as well as shared experiences.

b) If you find they have new background information, ask for more
information from them.

. QUIZ # 14
a. Define the following sentences “True” or “False”:

1. The government suspended the two monetary rules on the grounds
of extraordinary circumstances in November 2008.

2. The reformed Stability and Growth Pact provides no flexibility to
allow for fiscal policy.

3. CEE stands for the region encompassing former Eastern Bloc
countries.

4. Workers’ incomes are well protected in case of unemployment in
Switzerland.

5. Fiscal sustainability challenges facing different countries can be
clearly reflected in the country-specific medium-term budgetary
objectives.

6. The Austrian authorities are responsible for monitoring the
financial crisis in CEE.

7. Ageing and healthcare costs are the main problems for long-run
fiscal sustainability.

8. Deep recessions in the region would put additional strains on
Austria’s financial system, international trade and domestic
activity and investment.

9. The economic downturn and unfavourable developments in tax
elasticities will contribute to fiscal pressures.

10. A new guarantee scheme underwrites the borrowings of small-

and-medium sized enterprises for their investment and equity
capital needs.

b. Give the opposite:

Ensuing, to soar, to shrink, to bolster, savings, commitment,
discretionary, to subsidize, to distort, to facilitate.

c. Decode the following terms:
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Cross-border loan, to cushion the downturn, direct fiscal costs, implicit
government liabilities, potential range, subsequent improvement, tax
receipt, gross government debt-to-GDP ratio, fiscal consolidation.

d. Translate the following into English:

1. MakcuManbHU KpPEOUTHUW PEUTHUHT JO03BOJIIE JIepKaBaM
MO3WYATH KOIITH il MIHIMAJTbHUHN BIZICOTOK.

2. Xoua nHapasi CIHA ta OG’emnane KopoiliBCTBO HE MaroTh
po0seM 3 JIKBIIHICTIO, 3HUYKEHHSI PEUTUHIIB MOXKE 30UIbIINUTH
BAPTICTh KPEOUTIB, a OTXE MOTIPIIUTH (PIHAHCOBY CUTYaIlll0 B
KpalHax.

3. Brnana BenukoOpuranii po3po0iisie MacmTabHy iHPPACTPYKTYPHY
IHBECTHIIIIHY mporpamy oOcsroM 50 Miapa (yHTIB CTEpIIHTIB,
aka Oyne ¢iHaHcyBaThcs 37eOUTHIIOTO 32 PaxyHOK KOINTIB
MPUBAaTHUX KPEAUTOPIB.

4. Takum uymHoM MiHicTp (inanciB O6’eqnanoro KopomiBcTBa
Jlxopmx OcOOpH Xxode HaTH €KOHOMILl KpaiHW MOUITOBX M0
3pOCTaHHs Ha TJi 0OProBOi KPU3H.

5. IImam OcOopHa TOBWHEH NPHUCKOPHUTH PO3BHTOK >KUTIOBOTO
cekrtopa, mnpodiHaHcyBaTH OymIBHUIITBO BHCOKOIIBHJIKICHUX
MaricTpajiel 1 HOBUX €JIeKTPOCTAHIIINA B KpaiHi.

6. Ha ngymky OpWMTaHCBKOTO YpsiAy, TpUBATHI IHBECTOPH
(macammepen, TMeHcCidHI GOHAM 1 CTpaxoBi KOMIIaHIii) MOBHHHI
3aIliKaBUTHCS Y4acTIO B MpOrpami, TOMy IO BXKe BJIITKY Biaja
Kpainu notypOyBanach Ipo 3alydeHHs NPUBATHUX IHBECTHUIIN Y
MPOEKT 1 IT0Yajia TOTyBaTH BiMOBITHI IPOTIO3HIIII.

7. BpaxoByroouu HENpOCTy CHUTYallil0 3 Jep>KaBHUMH (iHaHCaMH,
OpUTAHCHKUHN ypsiJ XOU€ YHUKHYTH OOTSHDKEHHsI OI0/DKETY KpaiHH
JI0JTAaTKOBUMU BUTPATaMHU.

8. Bapro 3a3naumtn, mo ekonomika OO6’emHaHoro KopomiscTBa
nepedyBae Ha MeXi peliecii, He3Baxxarouu Ha JaHi 3a III kBapran
u.p. BBII kpainu, 3a nonepeanimMu nanumy, 3a III ksapran 2011
p. Bupic Ha 0,5%.

9. bpuTaHcekuii npem'ep HEOJHOPA30BO 3asABIAB MPO T€, L0 KpU3a
B €BpPO30HI CTAaHOBUTH 3arpo3y He TUIbKU [UIsi bputanii, sika
30epirae BJIIaCHY BaJIIOTY, a 1 /I BCi€l CBITOBOT €KOHOMIKH.

10. IIpaBnsya mapTis KOHcepBAaTOPIB HA YoJii 3 KemepoHom nmpuiiHsina
MaKeT 3aX0/1iB eKOHOMII 31 CKOPOUYEHHS OI0/DKETHOTO AeIlUTY.
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e. Revise the following finance&banking vocabulary:

balance of payments
bolster liquidity
bond issuance
budgetary objectives
budgetary position
capital gains

capital injections
clearing

corporation tax
cross-border loan
current spending
debt-to-GDP
earnings

family benefits

fee

financial sector
fiscal costs

fiscal deficit

fiscal implications

fiscal incentive
fiscal performace
fiscal policy
high-debt
high-income
country

implicit liabilities
income loss
income tax
interbank lending
net public debt
off balace
personal income
pre-budget
pre-funding
premium

public finance
public liabilities
public spending

public subsidization
purchasing power
revenue

savings

student fees
subsidisation
subsidise
sustainable
investment

tax cuts

tax elasticity

tax receipt
taxation

total earnings
toxic assets
underwrite
unemployment
insurance

VAT cuts
working capital

f. Revise the following general vocabulary:

about
abrupt
according
account
achieve
achievement
across
action
active
actively
activity
actual
adapt

especially
essential
estimate
estimated
euro
Europe
European
Eurosystem
event
evidence
exacerbate
exacerbating
exactly

policy
portion
position
possible
potential
power
practice
present
pressure
price
principle
principles-based
priority
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add
addition
additional
address
adjust
adjustment
administration
adopt
adverse
affect

after

again
against
age-related
ageing
agree
agreement
aim
aiming
albeit

all
alleviate
allow
allowed
alongside
also
although
ambitious
amend
amount
analysis
anticipate
appear
applicable
approach
appropriate

exceptional
excessive
exchange
exist
existing
expand
expansion
expectation
expected
experience
explicitly
export
expose
extraordinary
facilitate
face

fact

factor

fall

falling
family

far
February
few
finally
finances
financial
financing
firm

first

fiscal
flexibility
flexible
focus
following
footing

private
pro-cyclical
problem
procedure
programme
project
projection
prominent
property
proportion
proposal
protect
protection
protract
prove
provide
provisionally
prudent
précis
public
purchasing
put
qualifications
quarter
quickly
raise

raised
raising
range
rapidly
rarely-used
rather

ratio
re-qualification
reach
ready
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approximately
April

area

arm

arose
around
article
assess
assistance
associate
assumption
at

attain
attainment
Austria
authorities
automatic
autumn
available
average
avoid
back
backdrop
bad
balance
bank
banking
based
basic

basis
because
become
below
benefit
between
beyond

for

forced
foreseeably
foreshadow
form
forward
framework
from

fulfil

full

fully
function
further
GDP
general
generate
generous
gett

give

global
golden
good
governance
government
great

gross
ground
growth
guarantee
halt

handle
happen
hard

hardly
have

health

real
receipt
recent
recently
recession
recipients
recover
recovery
reduction
refer
refined
reflect
reform
reformulate
regard
regime
region
regional
registered
reinstate
relate
relative
relatively
relevant
reliance
remain
remains
report
represent
require
required
reservation
resource
respect
respond
response
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billion
bolster
bond
borrow
borrowing
both

bring

broad
broadly
budget
budgetary
built-in

but
calculation
call
cancellation
capital

case

cent

central
century
certain
challenge
change
channel
charges
circumstance
class

close
closely
commission
commitment
community
compensate
comprehensive
concern

healthcare
help

helping

high

hinder

hold

hour
household
housing
how
however
impact
impart
implement
implemented
implication
implicit
importance
important
impressive
improve
improved
improvement
incentive
include
including
income
increase
increasing
independent
inflation
information
infrastructure
initially
initiative
inject

result
retraining
return
reverse
review
revised
rich

rise
rising
risk
riskiness
role
room
rule

run
running
salary
scheme
school
second
secure
seek
series
set
setting
severity
share
sharply
sheet
shift
shock
shrink
side
sign
signal
significant
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concerned
conclusion
condition
confidence

confidence-building

consider
consideration
consistent
consolidation
consumption
contact
contagion
context
continue
continued
contribute
contribution
convention
corporate
corporation
cost

could

council
counterpart
country
country-specific
coupled
course

cover
creating
credible
credit
creditor
crisis

crisis-management

cross-border

injection
institution
insurance
intensify
interbank
international
intervention
into
introduce
invest
investment
issuance
issue
keep

key
labour
lag

large

last
lasting
law

lead
lending
level

lever

lie

light
likely

line

link

little
living
loan

long
long-run
long-term

significantly
since
situation
size

skill
slowdown
slump
soar
social
soliciting
some
sound
source
souring
sparingly
specific
specify
spectrum
stabilisation
stabilise
stabiliser
stability
stable
standard
start

state

stem

step
stimulus
strain
strong
structural
structure
student
subdued
subsequent
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current
cushion

cut

cycle
cyclical
cyclically
cyclically-adjusted
date

debt
decision
decline
declined
deep

deficit
definition
degree
delivery
depend
deposit
depositor
design
designed
despite
deteriorating
develop
development
differ
difference
different
difficulty
direct
disaggregated
discipline
discretion
discretionary
distort

look

loss
macroeconomic
maintenance
major
make
manoeuvre
market
matters
may
measure
measured
medication
medium-term
member
mid—1950s
mind
mixed
model
monetary
money
monitor
month
more
moreover
most

much
national
near
necessary
need
needed
negative
neither

net

neutral

substantially
successful
such
suddenness
sufficient
suggest
summer
support
supporting
supportive
survey
suspend
sustainability
sustainable
system
take
targeted
temporary
tension
term

test
thresholds
through
tighten
tightened
tightening
till

time
timely
timing
top-up
total

touch
towards
toxic

trade
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distorting
distortion
distribution
domestic
down
downturn
drag

due

each

earlier

early

easing
gastern
economic
economy
economy-wide
edge
educational
effect
effective
efficiency
efficient
efficiently
effort
elasticity
elsewhere
emerge
emphasis
employability
employee
employment
encourage
end

endorse
endure
enforcement

nevertheless
new

normal
notably
November
now
number
objective
October
Once
ongoing
only
operating
operationalise
opportunity
original
other
outcome
outline
outlook
over
overall
overstate
package
pact
paragraph
participate
particularly
partner
path
payment
per
perceived
performance
performing
personal

transfer
transparent
transparently
treaty
turmoil

turn

two

UK
uncertainty
under
underlying
unduly
unemployed
unemployment
unfavourable
until

up

upcoming
upper

use

used

user

value
various

very

wage

way
weakened
weakness
well
well-designed
widening
will

work

worker
workers
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English
ensuing
ensure
enterprise
environment
equally
erupt

phase
phasing
place
plan
play
point

working
world
worsen
would year
yet

zero
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UNIT FIFTEEN.

FINANCIAL SYSTEM: DECLINE BUT NO FALL

A. BEFORE YOU READ

1. CONCEPT MAPPING:

Develop a "mind map" around the notion “INFLATION” to

comprehend the relationship between the new concepts and the

concepts you know.

2. BRAINSTORMING:

a) Examine the title of the selection you are about to read.

b) List all the information that comes to mind about this title.

c) Use these pieces of information to recall and understand the
material.

d) Use this knowledge to reframe or reorder what you know, or to
note what you disagree with, for a further research.

3. SKIMMING THE TEXT:

Scan the text to comprehend the content structure.

4. VOCABULARY PREVIEWS:

Look up unfamiliar key words before reading to improve your

background and comprehension.

5. PRE-QUESTIONS:

Write out a series of questions you expect to be answered when

reading:

6. DEFINITION:

a) What are US hegemony / beneficiary / a harbinger?

b) Where does the US decline fit in the global economy?

c) Where do the BRIC’s boosting reserves of gold in preference
belong to in dollar-denominated securities?

7. CHARACTERISTICS:

a) How would I describe the US economy at present?

b) What do the BRIC economies look like?

¢) What are their elements?

8. EXPERIENCE:

a) What experience have | had with the BRIC economies?


http://www.studygs.net/mapping
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b) What can | imagine about my work within the BRIC economy?

B. READING

a) Highlight signal words, main idea sentences, phrases, headings
and subtitles.

b) Pay attention to specific plans of paragraph or text organization.

c) Define the phrases in italics:

15.1. Decline but no fall.

As US president Barack Obama begins a tour of Asian capitals,
the standard assumption in the west is that his meetings will be with
leaders of nations that rank as America’s junior partners. Yet the reality
is more complex. Amid the rubble of the financial crisis, the US
position as singular superpower and global economic top dog looks
increasingly under threat. In particular, when he reaches Beijing next
week, nothing will be able to disguise the fact that Mr Obama is paying
a visit to his country’s biggest creditor. Those who take pleasure in
America’s discomfort point out that this global economic colossus has
become shackled to the world’s largest pile of international debt and
pulled down by a sinking currency. By common consent China is the
chief beneficiary of the financial debacle and a serious challenger to
US hegemony. Since economic might so often goes hand in hand with
military strength, this shift in economic power, along with the recent
weakness of the dollar, has been heralded as a harbinger of US national
decline. Neatly catching this mood was the title of Fareed Zakaria’s
recent best-selling book, The Post-American World And The Rise Of
The Rest. Then came Mr Obama’s reference in his inaugural speech to
“a sapping of confidence across our land; a nagging fear that
America’s decline is inevitable, that the next generation must lower its
sights”.

Paul Volcker, former chairman of the Federal Reserve and an
adviser to the president, chipped in with remarks in a recent interview
with PBS, the US public broadcaster, that the rise of emerging markets
was “symbolic of the relative, less dominant position the US has, not
just in the economy but in leadership, intellectual and otherwise”.
Central banks in the developing countries have rubbed salt in the
wounds of the ailing giant. The Reserve Bank of India last week joined
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the central banks of China, Russia, Mexico and the Philippines in
choosing to boost its reserves of gold in preference to dollar-
denominated securities. A veritable chorus of policymakers in
countries running current account surpluses has declared that the
reserve currency role of the dollar is unsustainable. At which point, it
is important to remember that we have been here before. Back in the
late 1980s, Paul Kennedy of Yale University stunned the world’s
chattering classes with his assertion in The Rise And Fall Of The Great
Powers that “the only answer to the question increasingly debated by
the public of whether the United States can preserve its existing
position is ‘no’.”

This downbeat verdict came around the time of the 1987 stock
market crash, when there was continuing concern about the twin US
budget and current account deficits. The country had become an
international debtor for the first time and was increasingly dependent
on European and Japanese capital inflows. A supremely confident
Japan was in the ascendant. Declinist sentiment in the US came close
to hysterical when Japanese companies snapped up New York’s
Rockefeller Center, Columbia Pictures in Hollywood and Pebble
Beach golf course in California. “Who owns America?” demanded
ABC News. In one sense Prof Kennedy’s thesis was right. As China,
India and the other emerging markets catch up with the developed
world, the US is bound to suffer relative economic decline in the shape
of a falling share of global gross domestic product, even as it grows
faster than most of the developed world’s larger economies and
remains the world’s biggest economy in absolute terms.

15.2. Globalisation and domestic liberalization.
15.2.1. Make an English précis of the article.
15.2.2. Make a Ukrainian précis of the article.

Globalisation and domestic liberalization have given these
developing countries the chance to establish a share of global GDP
commensurate with their size and history. Chinese economic
performance before 1978 was, after all, an aberration viewed from the
perspective of centuries. In a study of leading economies, Angus
Maddison of the University of Groningen has calculated that China’s
share of global GDP in 1820, before the industrial revolution in Europe
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gathered pace, was more than 30 per cent, which is well above the US’s
current share. A return to something more normal may thus be under
way. Where the Kennedy thesis appeared wide of the mark was in
suggesting the US was seriously at risk of imperial overstretch, as with
Spain in 1600 or Britain in 1900. The more obvious case of overstretch
in the 1980s was in fact the Soviet Union, which collapsed, while the
US succeeded soon after in restoring its budgetary position under the
Clinton presidency without a full-scale retreat from its international
commitments.

The Japanese economic challenge, meantime, wilted as equity
and property bubbles burst and deflation threatened. The US media’s
panic over the Japanese invasion proved a perfect, if inadvertent,
indicator of a turning point. The question now is whether the
overstretch thesis was wrong or simply premature. Yet predicting the
timing of the rise and fall of nations and economies is notoriously
difficult. Charles Kindleberger, the late economic historian, was one
of many who believed that national vitality moved in a life cycle.
Among the internal causes of decline he identified were increased
consumption, decreased savings, resistance to taxation, inequality,
corruption, mounting debt and finance becoming more dominant in the
economy than industry. Yet if this chimes with current circumstances,
note that many of these things were also present in the US in 1929
when an earlier financial crisis coincided with the long transition from
British to American economic hegemony. When Kindleberger wrote
his World Economic Primacy 1500-1990 in 1996, he believed the US
was slipping. But he had no idea which country was likely to emerge
as the next primary world economic power and regarded China as
merely a dark horse for the role.

The most powerful argument supporting the declinist
hypothesis concerns what Prof Kennedy called “the age-old task of
relating national means to national ends”. Since there is a significant
long-term correlation between productive and revenue raising
capacity, and military strength, much hinges on the sustainability of
fiscal policy. Here the omens are not good for the US. Under the twin
pressures of the financial crisis and the longer-term problem of ageing
baby boomers, official projections point to budget deficits on an
unprecedented scale. The Peterson Institute for International
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Economics in Washington estimates that after nearing $1,500bn
(€1,000bn, £905bn) in the current fiscal year — more than three times
the previous record — the deficit is likely to remain close to an annual
$1,000bn until 2020 or later.

15.3. Inflation Surges in the Euro Zone.
15.3.1. Give a written translation of Paragraph I.

Consumer prices in the 17-member euro zone rose at the fastest
pace in almost three years, even as the economy slowed sharply,
leaving the European Central Bank's rate setters to make a very tough
call when they meet next week. The European Union's official
statistics agency Eurostat Friday said consumer prices rose by 3% in
the 12 months to September, up from 2.5% in August and well above
the ECB's target of just below 2%. It was the fastest rise in prices since
October 2008, and under normal circumstances the response from the
ECB's 23-member governing council would be an immediate increase
in its key interest rate. But these aren't normal times, and other data
indicate the economy is slowing sharply as confidence evaporates in
the face of the currency area's deepening fiscal crisis. A measure of
activity compiled by the Centre for Economic Policy Research and the
Bank of Italy, also released Friday, showed the economy grew at the
slowest pace since the end of the recession in August 20009.

The Eurocoin reading suggests growth slowed further in the
third quarter, and is consistent with other timely measures of activity
and leading indicators. Taken together, they suggest the ECB may soon
have to reverse its April and July rate rises. Market Economics last
week said the purchasing-managers index for the euro zone fell to 49.2
in September from 50.7 in August, indicating the economy contracted.
A survey of confidence released by the European Commission on
Thursday recorded a sharp fall among manufacturers, service
providers and other businesses, as well as consumers. The economic-
sentiment indicator fell for the seventh straight month, to 95.0 from
98.4.

The role that shattered confidence has played in the slowdown
was demonstrated Friday by Germany's statistics agency. The euro
zone's largest economy has been one of its strongest, recording a steady
decline in unemployment since the end of the recession. As Germany's
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jobless rate has fallen, wages have been rising strongly. But in August
German shoppers cut their spending by 2.9% from July, even though
the country's jobless rate was steady in August at 6%.

Spain's jobless rate, by contrast, rose to 21.2% from 21.1% in
July, according to Eurostat figures. The EU statistics agency said that
15.7 million people overall were without a job in the currency area,
down 38,000 from July and 215,000 from August 2010. However, the
unemployment rate remained at 10.0%. But there were big divergences
within the currency area. The jobless rate was steady at 6.0% in
Germany, but rose to 21.2% from 21.1% in Spain. Still, shop prices
will be a chief concern as the ECB considers its next move.

The annual rate of inflation usually picks up as summer comes
to an end, stores stop discounting clothing and home energy costs start
to pick up. But the large rise in inflation will worry the ECB, which
was expected to reverse the interest rate rises it announced in April and
July to counter the marked slowdown in growth. That reversal may yet
take place, but the sudden and unexpected pickup in inflation may
delay the move. "On the face of it, the Ilatest euro-
zone...inflation...numbers would appear to reduce the chance of an
imminent ECB rate cut,” said Ben May, an economist at Capital
Economics. "Nonetheless, we still think that the bank is likely to
loosen policy by the year end.”

C. AFTER YOU READ
What is the author trying to say?

D. LANGUAGE FOCUS

a) Make it negative:

1. The Japanese economic challenge, meantime, wilted as equity and
property bubbles burst and deflation threatened.

2. The US media’s panic over the Japanese invasion proved a perfect,
if inadvertent, indicator of a turning point.

3. The question now is whether the overstretch thesis was wrong or
simply premature.

4. Yet predicting the timing of the rise and fall of nations and
economies is notoriously difficult.

b) Paraphrase the following:
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1. It was the fastest rise in prices since October 2008, and under
normal circumstances the response from the ECB's 23-member
governing council would be an immediate increase in its key
interest rate.

2. But these aren't normal times, and other data indicate the economy
is slowing sharply as confidence evaporates in the face of the
currency area's deepening fiscal crisis.

c) Relate the action to the past/present/future:

1. The Eurocoin reading suggests growth slowed further in the third
quarter, and is consistent with other timely measures of activity and
leading indicators.

2. Taken together, they suggest the ECB may soon have to reverse its
April and July rate rises.

3. Market Economics last week said the purchasing-managers index
for the euro zone fell to 49.2 in September from 50.7 in August,
indicating the economy contracted.

d) Turn direct into indirect:

"On the face of it, the latest euro-zone...inflation...numbers would

appear to reduce the chance of an imminent ECB rate cut,” said Ben

May, an economist at Capital Economics. "Nonetheless, we still think

that the bank is likely to loosen policy by the year end."

E. VOCABULARY ARRANGEMENT

a) Arrange a semantic field of the words relating to the learning to
the topic.

b) Add words you probably already understand to connect
relationships between what is known and the unknown.

c) Supply the English equivalent to the Ukrainian from the list given
below:

The cost of insuring Beijing’s debt against default, as measured
by five-year credit default minu, is up 17 basis points to 191bp, the
highest since March 2009.

Risk ynuxnenns can be seen in the dollar index gaining 0.7 per
cent and the German retail data helping to push the euro down 1.2 per
cent to $1.3428. Gold is little changed at $1,616 an ounce. The cysopuii
tone is expressed vividly by the FTSE All-World index, which is
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sitting on a loss for the quarter of more than 18 per cent. Similarly, the
Reuters-Jefferies CRB index, a commaodities na6ip, is down 11 per
cent, though this fails to reflect the five-year credit some important
constituents. Copper, considered a global economic barometer and
currently trading at $3.12 a pound, is down 27 per cent since the start
of July. As yuacnuxu plays lost their charm, so perceived npumynxu
have benefited. An auction of seven-year US sexceni on Thursday was
as cminxuu as the five-year auction on Wednesday, again setting a
record low doxio — at 1.496 per cent for the seven-year — with strong
demand from investors.US 10-year Treasuries and German Bunds
have had a solid quarter. Yields on the former are currently down 10
basis points to 1.90 per cent, a fall of 127bp over the period. Bund
yields, which oocsenu 1.7 per cent for the first time, are currently down
12bp at 1.89 per cent.

aversion

swap

dour

basket

racier

haven

note

yield

9. sturdy

10. breach

d) Suggest the correct translation:

The euro dipped (A) as low as $1.3360 on Monday before
pushing toward $1.37 in the middle of the week. It has once again
faltered (B), dropping back to about $1.34 late Friday. Meanwhile, the
dollar was at ¥77.08 from ¥76.83 late Thursday, while the euro was at
¥103.20 compared with ¥104.46. The U.K. pound traded at $1.5587
from $1.5626, while the dollar bought 0.9067 Swiss franc from 0.8970
franc. The data also showed net (C) "long" positions in the dollar
against other major (D) currencies, including the Canadian dollar and
yen rose as well. European debt worries (E) and concerns about overall
global economic growth pushed investors toward the greenback (E).
The "net" (F) long dollar position betting on gains (G) against all major
currencies jumped 59% as of Sept. 27 to a combined $13.66 billion,

NGk wWNE
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compared with a week earlier. Analysts say there aren't any concrete
reasons for the euro to rally (H) long term, which has emboldened (I)
speculative investors to increasingly bet against the common (J)
currency.

F.INFORMATION FILE
Share new information with your fellow students.

G.ADVANCE ORGANIZERS

Relate new reading material to something you already know, to your
background or experiences. Ask your teacher for assistance in
developing these issues.

H. GROUP DISCUSSIONS

a) Group discussions in and out of class will help you to discover
what you bring to your reading, what your fellow students bring,
as well as shared experiences.

b) If you find they have new background information, ask for more
information from them.

I. QUIZ # 15

a. Define the following sentences “True” or “False”:

1. The central banks of China, India, Mexico and the Philippines
boosted their gold reserves gold in preference to dollar-
denominated securities.

2. Germany’s economy recorded a steady decline in unemployment
since the end of the recession.

3. Charles Kindleberger held that national vitality moved in a life
cycle.

4. The highest annual inflation is usually expected at the end of
summer.

5. The US media’s panic over the Japanese invasion turned out a
perfect indicator of a turning point.

6. While considering its next move, ECB will be chiefly concerned
with shop prices.

7. Among the internal causes of decline he identified were increased
consumption, decreased savings, resistance to taxation, inequality,
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corruption, increasing debt were among the internal causes
Charles Kindleberger identified.

Predicting the timing of the rise and fall of nations and economies
is relatively easy.

The USA is China’s biggest creditor.

10. John Kennedy asserted that the US would not preserve its

economic and global power.

b. Give the opposite:

Retreat, decline, to boost, inflow, restore, to surge, consistent, to pick
up, to loosen, productive.

c. Decode the following terms:

Consumer price, commensurate, domestic liberalization, reserve
currency, beneficiary, rubble, top dog, policymakers, deflation, baby
boomer.

d. Translate the following into English:

1.

2.

Y munyni poku Kuraii 0yB cepen THX €KOHOMIK CBITY, 10 MaJln
HaWIIBUALI TEMITA PO3BUTKY.

[IpoTe 3ax0a1 CTUMYITIOBaHHS €EKOHOMIKH, 10 3aIIPOBAKYIOTHCS
ypSAIOM, CTBOPWJIM PU3UK BUHUKHEHHS OyNbOalIoK Ha pHUHKax
aKTHUBIB.

Tomy Kutait Hapasi mykae HUISIXU MOCTYIIOBOTO YIOBUIbHEHHS
TEMITIB 3pOCTaHHS, abu BUUTH Ha OUIBII CTAJIMH CKOHOMIYHMM
PO3BUTOK.

3a3HaueHi 3aX0/AM BKJIIOYAIOTh OOMEXKEHHS KPEeIUTYBaHHS, ILO
Ma€ Ha METI 3amoOirTH MeperpiBy Ha pUHKaX HEPYXOMOCTI Ta
IHBECTHI[Ii, a TaKoXX 3MEHIIEHHS TPOILIOBOi MacH, IO
3HAXOJIUTHCS B O0ITYy.

3a OCTaHHIMH [aHUMH, IHBECTHIli y HepyxomicTh B Kwurtai
Bupocnu B 2011 poui Ha 27,9%, 10 TPOXH HIKYE, HDK PIUHUN
TEeMN 3pocTaHHs Ha piBHI 29,9% B mepiox MK CiuHEM Ta
mucronaaoM, nosinomiste HanionaneHe Oropo cratuctuku KHP.
AJle Ha 3pOCTaHHSI €KOHOMIKU BIUIMBAIOTh HE TUIBKM BHYTPILIHI
YUHHHUKH.

ExcrnepT Takox BKa3ylOThb Ha YIOBUIbHEHHS TEMITiB 3pOCTaHHS
EKCIOPTY, 110 BUKIMKAHE MOCIA0JEHHIM MONUTY HAa KUTAHChKY
npoxaykiito y €spormi ta CILA.
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Jlesiki  aHaNITHKK 3aKIMKalOTh KuTail 3MIHUTH CTpaTerito
3pOCTaHHs y HANpsAMKY OUIBIIOI CTANIOCTI, HABITh SKIIO 1€ Oye
O3HAYaTH yMOBUILHEHHS TEMIIIB 3POCTAHHSI.

"Kuraii mae, B nepury yepry, noadoatu npo cTajuil po3BUTOK, HE
MOKJIAJIAI0YUCh HA IHBECTHIIII, 1 30CepeIUTHCS Ha BHYTPIIIHBOMY
PUHKY", - 10/1a€ EKCIepT.

Kuraiicbka  Blaga  HaMaraerbCs  MIIABHIIUTH  PIBEHB
BHYTPIIIHBOTO CIIOHMBAHHS, 3 METOI0 3HIDKEHHS 3aJeKHOCTI
KpaiHu B €KCTIOPTY.

e. Revise the following finance&banking vocabulary:

baby boomer descreased savings property bubble
beneficiary dollar-denominated purchasing-
budget deficit economic-sentiment managers index
budgetary position | indicator rate of inflation
capital inflow emerging market reserve currency
consumer prices euro-zone reserves
currency area fiscal crisis securities
current account fiscal policy sinking currency
cut spending inflow spending
debtor interest rate stock
deflation mounting debt surplus

f. Revise the following general vocabulary:
aberration fast presidency
able fear president
about federal pressure
above figure previous
absolute finance price
according financial primacy
account first primary
across fiscal problem
activity for product
adviser former productive
after Friday projection
age-old from property
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ageing
agency
ailing

all
almost
along
also
America
Amid
among
announce
annual
answer
appear
area
argument
around
article
ascendant
assertion
assumption
August
baby
bank
beach
become
before
begin
believe
below
best-selling
between
big

book
boomer
boost

full-scale
further
gather
GDP
generation
German
Germany
giant

give
global
globalisation
go

gold

golf

good
governing
great
grow
gross
grow
growth
hand
harbinger
have
hegemony
herald
here

hinge

his
historian
history
home
horse
however
hypothesis
hysterical

prove
provider
préecis
public
pull
quarter
question
raise
rank

rate
reach
reading
reality
recent
recession
record
recorded
recording
reduce
reference
regard
relating
relative
release
remain
remains
remark
remember
research
reserve
resistance
response
rest
restore
retreat
return
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bound
Britain
British
broadcaster
bubble
budget
budgetary
burst
business
calculate
California
call

called

can
capacity
capital
case

catch
cause
cent
central
centre
century
chairman
challenge
challenger
chance
chattering
chief
chimes
China
Chinese
chip
choose
chorus
circumstance

idea
identify

if
immediate
imminent
imperial
important
inadvertent
inaugural
increase
increased
increasingly
index
India
indicate
indicator
industrial
industry
inequality
inevitable
inflation
institute
intellectual
interest
internal
international
interview
invasion
job

jobless
join

junior

just

land

large

last

revenue
reversal
reverse
revolution
right

rise

rising
risk

role

rub
rubble
running
salt
sapping
savings
scale
sense
sentiment
September
serious
seriously
service
setter
seventh
shackle
shape
share
sharp
sharply
shattered
shift

shop
shopper
show
sight
significant
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class

close
clothing
coincide
collapse
colossus
Columbia
comes
commensurate
commission
commitment
common
company
compile
complex
concern
confidence
confident
consent
consider
consistent
consumer
consumption
continuing
contract
contrast
correlation
corruption
costs
council
counter
country
crash
creditor
crisis
currency

late
leader
leadership
leading
leave

less
liberalization
life

likely
long
long-term
look
loosen
lower
make
manufacturer
many
mark
marked
market
means
meantime
measure
media
meet
meeting
merely
might
military
million
month
mood
mount
move
much
must

simply
since
singular
sinking
size
slipping
slowdown
snap
something
soon
speech
standard
start

state
statistics
steady
still

stop

store
straight
strength
strong
strongly
study
stunned
succeed
sudden
suffer
suggest
summer
superpower
supporting
supremely
surge
survey
sustainability
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current

cut

cycle

dark

data
debacle
debate
debt
declare
decline
declinist
decrease
deepen
deficit
delay
demand
demonstrate
dependent
developed
developing
difficult
discomfort
discount
disguise
divergences
dollar
dollar
domestic
dominant
down
downbeat
early
economic
economic-sentiment
economics
economist

nagging
national
nations
near
neatly
new
news
next

no
normal
note
nothing
notoriously
now
obvious
official
often
omen
only
other
otherwise
our

out

over
overall
overstretch
own

pace
panic
particular
partner
pay
pebble
people
per
perfect

take

target

task
taxation
terms
thesis

they

thing

think
though
threat
threaten
three
Thursday
thus

time
timely
timing

title
together
top

tough

tour
transition
translation
turning
twin

under
unemployment
unexpected
union
united
university
unprecedented
unsustainable
until
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economy
emerge
emerging
energy
English
equity
establish
estimate
EU

euro
inflation
Eurostat
evaporate
even
existing
expected
face

fact

fall

fallen

performance
perspective
pick

pickup
picture

pile

place
pleasure
point

point

policy
policymaker
position
post-American
power
powerful
predict
preference
premature
present
preserve

usually
verdict
veritable
very
view
visit
vitality
wages
way
weakness
week
well
west
wide
wilt
world
worry
wounds
wrong
year
zone
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LIST OF ABBREVIATIONS

AAA — Triple-A (used to describe a company that is considered one of
the safest to lend money to)

ABC — American Broadcasting Company

AIFM — alternative investment fund manager

ASEM - Asia-Europe Meeting

ASX — The Australian Securities Exchange

bp — basis point

CBOE - The Chicago Board Options Exchange

CDC — CDC Group plc (formerly called the Commonwealth
Development Corporation)

Cdn. $ — Canadian dollar

CDS - certificate of deposit

CDS - credit default swap (a type of financial instrument)
CEE - Central and Eastern Europe

CEF — Canadian Eastern Finance limited

CEO - chief executive officer

CFO — chief financial officer

CFTC — the US Commodity Futures Trading Commission
CFR — The Council on Foreign Relations

CIBC — Canadian Imperial Bank of Commerce

CME — The Chicago Mercantile Exchange

CRB index — Commodity Research Bureau Index

CTF — Child Trust Fund

EBRD - the European Bank for Reconstruction and Development
ECB — European Central Bank

ECOFIN — The Economic and Financial Affairs Council
EFEX — European Financial Expertise Network

EFSF — European Financial Stability Facility

EIB — European Investment Bank

EMU — European Monetary Union

EU — the European Union

EUR —euro

FED — Federal Reserve System or Federal Reserve Board
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FICC — fixed income, currencies and commodities

FSA — Financial Services Agency

FSA — Financial Services Authority

FSAP — Financial Services Action Plan

FTSE — Financial Times and the London Stock Exchange

FX — foreign exchange market

G20 — Group of Twenty Finance Ministers and Central Bank
Governors

GDP — Gross domestic product

GNP — Gross national product

H&R Henry (W. Bloch and Richard Bloch) Block — a tax preparation
company in the United States

IDB — Inter-American Development Bank

IFI — International Financial Institutions

IMF — International Monetary Fund

IPGs — International Public Goods

IRS — Internal Revenue Service

LLC — limited liability company

LLP — limited liability partnership

M1 — one measure of the money supply that includes all coins, currency
held by the public, traveler's checks, checking account balances, NOW
accounts, automatic transfer service accounts, and balances in credit
unions

M2 — one measure of the money supply that includes M1, plus savings
and small time deposits, overnight repos at commercial banks, and non-
institutional money market accounts

M3 — one measure of the money supply that includes M2, plus large time
deposits, repos of maturity greater than one day at commercial banks, and
institutional money market accounts

MIS — management information systems

MTOs — medium-term budgetary objectives

NYSE — The New York Stock Exchange

OCC - Office of the Comptroller of the Currency

OECD - The Organisation for Economic Co-operation and
Development
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OTC — over-the-counter (trading of financial instruments)

PBS — Public Broadcasting Service

PMI — Purchasing Managers' Index

S&P — Standard and Poor’s (a US-based financial services company)
SGP — Stability and Growth Pact

SEAP — Sustainable Energy Action Plan

SEC —the US Securities and Exchange Commission

SECO — State Secretariat for Economic Affairs (Bern, Switzerland)

SEI — Sustainable Energy Initiative

SFr— Swiss franc

SIFEM — The Swiss Investment Fund for Emerging Markets

TSX — Toronto Stock Exchange

UBS — Union Bank of Switzerland and Swiss Bank Corporation merged
in 1998

UK — the United Kingdom

UNO - United Nations Organization

US — the United States

VAT — value added tax

WTO — World Trade Organization
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