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HEPEIMOBA

Hauaneuuii mocionuk «English for International Business: ITpakTukym as
3100yBaviB OCBIT» YKJIAJEHHUM y BIAMOBIIHOCTI 3 IFOYOI0 MPOTPAMOI0 OCBITHBOTO
KomroHeHTa «bi3Hec-niepeknan (aHriilicbka MOBA)» IS MIATOTOBKH 37100yBayiB
OCBITM 3a cHemiajbHIicTI0O 292 «MDKHapoaHI €KOHOMIYHI BimHocuHm», OIIII
«Mixunaponuuii 6i3Hec». IlpusHayeHo /I 3700yBaviB OCBITH PIiBHS MiJATOTOBKH
BI.

[TigroroBKa BUCOKOKBaNI(IKOBAaHUX (PaxiBLIB 3 MDKHAPOAHUX €KOHOMIYHHX
BITHOCHH € OCOOJINBO aKTyallbHOI ChOTOJHI. {7 BKIIFOUEHHS KpaiHU y CBITOBY
€KOHOMIKY HEOOX1AHO c(opMyBaTH CBOIO BJIacHy MOJENb PO3BUTKY Ta OyTH
rOTOBOK KOHKYPYBaTH Ha MIXHApOJHUX puHKaX. lle 0OyMoBIO€ HEOOXITHICTH
OiIATOTOBKA B YKpaiHi  BHUCOKOKBaNTI(IKOBaHMX  KaJpiB  €KOHOMICTIB-
MDKHApOJHUKIB, SKI 3MOXYTh €()EKTHBHO IMpaloBaTd B cdepi MDKHAPOIHOI
€KOHOMIYHOT AISJTBHOCTI.

CygacHuii cBIT rTiobaiizalii Ta €KOHOMIYHOI IHTerpaiii BHCyBa€ HOBI
BUMOTH JI0 MiATOTOBKM (axiBIiB y cdepi MiKHapomgHoro Oi3Hecy. VYcmimrHa
npodeciiHa ASUTBHICTh Yy I[bOMY HANPSIMKY HEMOXJIMBa 0€3 IPYHTOBHOTO
BOJIOJIIHHSI aHTJIIHCHKOIO MOBOKO, sIKa € OCHOBHMM 3acOo00M MIDKHapOJIHOTO
cnuikyBanHs. Came TOMy OnaHyBaHHS aHTJIINCHKOI MOBU Ha MpodeciiftHOMY PiBHI
€ HEBII'€MHOI0 CKJIQJIOBOI0 TIATOTOBKM MalOyTHIX (axiBIliB y ramysi
MDKHAPOHOTO Oi3HECY.

Hanuit mociOHUK po3poOieHuil st 3100yBadiB  OCBITHRO-TIpOdeciitHOl
nporpamu «MiKHapoaHHI Oi3HEC» 1 CIPSIMOBaHUN HA PO3BUTOK KOMYHIKaTHBHOI
KOMITETEHTHOCTI, HEOOX1MHOI i €(EeKTUBHOTO BEIECHHS [IJIOBUX IEPETOBOPIB,
CKJIaJaHHS KOMEPIIHHOT JOKYMEHTAIlil, y4acTi B MDKHAPOJAHUX KOH(EPEHIIsIX Ta
3MIMCHEHHS MPOodeCiiHOT TiSIIbHOCTI B MIKKYJIBTYPHOMY CEPETOBHIIII.

[TociOHUK MICTUTH MPAKTUYHUN MaTepiall, CIpSIMOBAHUNA HA pOpMyBaHHS U

YAOCKOHAJIEHHS MOBHUX HABHYOK y cdepl AUIOBOTrO cruikyBaHHs. Oco0iuBy



yBary nNpuJivieHO OMpaIfoBaHHIO (paxoBOi TEPMIHOJIOT1I, MOJECTIOBAaHHIO peabHUX
KOMYHIKaTHBHUX CHTYallil, PO3BUTKY HAaBHYOK UYHUTAHHS Ta YCHOTO MOBJIICHHS.
[Toci6Huk BkiItOYae B cebe (paxoBi TEKCTU Ta 3aBAAHHS I10J0 BUBUCHHS JIEKCUKU
Ta BMIHHS 3aCTOCOBYBATH ii y MOBJIEHHI. TekcTu (axoBoro cupsiMyBaHHS MalOTh
TeMaTuky: ‘“‘MikHaponHi ¢iHancu”, “/lockoHana koHKypeHuis”’, “OcHOBHa
cBiToBa BaitoTa’, “MonHononis”. Temaruka 3aBAaHb OpIEHTOBaHA Ha KIKOYOBI
aCTMeKTH MIDKHApOJHOro Oi3Hecy, Taki SK BEJCHHS IEPEroBOpiB, MapKETHHT,
(iHaHCH, YNpaBIiHHA Ta 30BHIIIHBOEKOHOMIYHA AISUIbHICTH. [lOCIOHMK TakoX
MICTUTh TpaMaTUYHUM Marepian, IO BIANOBIZAa€ CHIA0yCy OCBITHBOTO
KoMmroHeHTa «bi3Hec-mepekian (aHraiiicbka MOBa)» JIJIs MIATOTOBKH 31100yBadiB
OCBITH 3a chemiaipHicTI0 292 «MixHapoaHI exkoHOMIuHI BimHOocuHU», OIIII
«MixxHapoHUI Oi13HECH.

BukoprcTtaHHS CydacHUX METOJHMK HaBYaHHS CIHpuse (GopMyBaHHIO
NPAKTUYHUX HABUYOK 3aCTOCYBAaHHsS aHIJINACBKOI MOBH B mpodeciiHOMY
KOHTeKCTI. CTpyKTypa MociOHKMKA JI03BOJISIE TIOCIIIIOBHO OIpaIlbOBYBAaTH MaTepial,
MOYMHAIOUM 3 0a30BUX TMOHATH 1 MOCTYNOBO MEPEXOJSyd 10 OUIbII CKIATHUX
MOBHUX KOHCTPYKIIIH Ta KOMYHIKaTMBHUX cuTyamii. OcobimBa yBara
OPUAUTIETBCS THTEPAKTHBHUM 3aBIaHHSM, TaKHUM SK POJBOBI irpH, KeMc-cTaal Ta
JTUCKYCil, fAKI CHpHUSAIOTH AaKTHBHOMY 3aCBOEHHIO MaTepialy Ta PO3BHTKY
KPUTUYHOT'O MHUCIICHHS.

Let mpakTUKyM CTaHE KOPUCHUM SIK JUJISl CTYACHTIB, TaK 1 JJIs BUKJIAIAdiB,
Kl TparHyTh 3pOOUTH HABYAJBHUN TMpolec OUIbII IiKaBUM, €()EKTUBHUM 1
HAOMIDKEHUM JI0 peajdbHuX yMOB mpodeciiHoi mismpHOCTI. Lleit mociOHuK
JIOTIOMOJKE 3/100yBadaM OCBITH PO3IIMPHUTH CBOI MOBHI KOMIIETEHIII1, IiIBUIIIUTH
piBEHb BOJIOAIHHS AHTIINACHKOI0 MOBOIO Ta YCIIIIHO 3aCTOCOBYBATH OTpPUMAaHi
3HAHHS Y CBOIH MalOyTHIH Kap epi.

baxxaemo Bam ycmixiB y HaB4aHHI Ta ipodeciitHomy 3pocTaHHi!



UNIT 1

TEXT

The American Dollar and the World Economy

As global trade has expanded, the necessity for international institutions to
manage stable or, at the very least, predictable exchange rates has increased.
However, the nature of this challenge and the strategies needed to address it have
evolved significantly since the end of World War 11, and they continued to change
as the 20th century came to a close and the 21% century began.

Before World War |, the world economy operated on a gold standard,
meaning that each nation’s currency was convertible into gold at a specified rate.
This system resulted in fixed exchange rates — that is, each nation’s currency could
be exchanged for each other nation’s currency at specified, unchanging rates. Fixed
exchange rates encouraged world trade by eliminating uncertainties associated with
fluctuating rates, but the system had at least two disadvantages. First, under the
gold standard, countries could not control their money supplies; rather, each
country’s money supply was determined by the flow of gold used to settle its
accounts with other countries. The pace of gold production strongly influenced
second, monetary policy in all countries. In the 1870s and 1880s, when gold
production was low, the money supply worldwide expanded too slowly to keep
pace with economic growth; the result was deflation or falling prices. Later, gold
discoveries in Alaska and South Africa in the 1890s caused money supplies to

increase rapidly; this set off inflation, or rising prices.



Nations attempted to revive the gold standard following World War I, but it
collapsed entirely during the Great Depression of the 1930s. Some economists said
adherence to the gold standard had prevented monetary authorities from expanding
the money supply rapidly enough to revive economic activity. In any event,
representatives of most of the world’s leading nations met at Bretton Woods, New
Hampshire, in 1944 to create a new international monetary system. Because the
United States at the time accounted for over half of the world’s manufacturing
capacity and held most of the world’s gold, the leaders decided to tie world
currencies to the dollar, which, in turn, they agreed should be convertible into gold
at $35 per ounce.

Under the Bretton Woods system, central banks of countries other than the
United States were given the task of maintaining fixed exchange rates between
their currencies and the dollar. They did this by intervening in foreign exchange
markets. If a country’s currency was too high relative to the dollar, its central bank
would sell its currency in exchange for dollars, driving down the value of its
currency. Conversely, if the value of a country’s money was too low, the country
would buy its own currency, thereby driving up the price.

The Bretton Woods system lasted until 1971. By that time, inflation in the
United States and a growing American trade deficit were undermining the value of
the dollar. Americans urged Germany and Japan, both of which had favorable
payment balances, to appreciate their currencies. However, those nations were
reluctant to take that step since raising the value of their currencies would
increase prices for their goods and hurt their exports. Finally, the United States
abandoned the fixed value of the dollar and allowed it to “float” — that is, to
fluctuate against other currencies. The dollar promptly fell. World leaders sought
to revive the Bretton Woods system with the so-called Smithsonian Agreement in
1971, but the effort failed. By 1973, the United States and other nations agreed to
allow exchange rates to float.

Economists call the resulting system a “managed float regime” meaning that

even though exchange rates for most currencies float, central banks still intervene
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to prevent sharp changes. As in 1971, countries with large trade surpluses often
sell their own currencies in an effort to prevent them from appreciating (and
thereby hurting exports). By the same token, countries with large deficits often
buy their own currencies in order to prevent depreciation, which raises domestic
prices. But there are limits to what can be accomplished through intervention,
especially for countries with large trade deficits. Eventually, a country that
intervenes to support its currency may deplete its international reserves, making
it unable to continue buttressing the currency and potentially leaving it unable to
meet its international obligations.

https://usa.usembassy.de/etexts/oecon/chap10.htm

VOCABULARY
1) exchange rates — kypcu 0OMiHY BaJiOT
2) gold standard — 3omoTHit crangapT
3) convertible — xorBepTOBaHMIT
4) specified rate — ¢ikcoBaHuit Kypc
5) money supply — rporioBa maca
6) flow — motix
7) to keep pace — iTu B HOTY 3 YaCOM
8) deflation — medsiris
9) collapse — pyiitnyBaTHCS, OOBAIUTHCS
10) manufacturing capacity — BUpoOHUYI MTOTY>KHOCTI
11) per ounce — 3a yHIIito
12) payment balances — mnatixuuit 6amanc
13) appreciate their currencies — oIiHUTH CBOIO BaJIOTY
14) take that step — 3poOuTH 11e¥i KpOK
15) fixed value — dikcoBana BapTiCTh
16) float (fluctuate) — xonuBaTHCs
17) trade surpluses — mo3uTHUBHE CaIbI0 TOPrOBOTO OAAHCY

18) by the same token — 3 Ti€ei x npuunHHA

9
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19) prevent depreciation — 3amo6iraTi 3HEIIHEHHIO
20) deplete its international reserves — BiucHaxuTH CBOi MiKHApPOIHI pe3epBU
21) meet its international obligations — BukonyBatm cBOi MiXHapOIHI

3000B’sI3aHHA

EXERCISES
Exercise 1. Join the expressions and their Ukrainian equivalents.
1) specified rate a) Kypcu OOMiHY BaJiOT
2) gold standard b) dikcoBanwmit Kypc
3) exchange rates C) mIaTiKHUM OalaHc
4) payments balances d) dikcoBaHa BapTiCTh
5) meet obligations €) rpoIoBa Maca
6) by the same token f) mo3uTHBHE canb10 TOProBOro OagaHcy
7) prevent depreciation Q) 30JI0THIA CTaHAapPT
8) trade surpluses h) 3anmo6iraTu 3HEIHEHHIO
9) money supply 1) 3 TIET K IPUYUHU
10) fixed value J) BUKOHYBaTH 3000B’ I3aHHS

Exercise 2. Match the verbs with the correct definition.

1. earn a) receive money from somebody who has died
2. raise b) take money out of a bank account

3. donate C) use money on something you don’t need

4. steal d) buy e.g. shares in a company

5. win e) give sb money that they must return

6. find ) get money from people for a purpose

7. lose g) give money to an organization

8. spend h) keep money for future use

9. save 1) give money back to sb you borrowed from

10



10. lend J) give/pay money for something

11. borrow K) not have any longer; not gain

12. invest I) have to pay sb the money they gave you
13. withdraw m) get money by working

14. waste n) take money from sb without permission
15. inherit 0) get money in the lottery, quiz shows, etc.
16. pay back p) get money from sb that you must return
17. owe q) discover by chance

Exercise 3. Put each of the following words or phrases into their correct place in

the text below.

banks beads buy coins change currency depositing
earn exchange rate goods investments money paper bills
savings accounts sell shells value

Money is what people use to (1)...... things. People spend money on (2).....
and services. Many people save part of their money by (3)..... it in a bank. People
(4)..... money by performing services. They also earn money from (5).....,
including government bonds, and from (6)..... .

(7)..... can be anything that people agree to accept in exchange for the things
they (8)..... or the work they do. Ancient peoples used such varied things as
9)...... , (10)...... and cattle as money. Today, most nations use metal coins and
(11)..... . Different countries’ (12)..... and bills look different and have different
names.

A person can (13)...... his money for the money of any other country
according to the (14)..... . Usually, such rates are set by the central (15)..... of a
country. The (16)...... of a country’s (17)...... may change, depending on the

economic and political conditions in that country.

Exercise 4. Choose the correct answer.

1. The going ..... for the job is $7 an hour.
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a) pay b)price c)rate d)wage
2. When you buy a house you can claim tax ..... on the mortgage.
a) aid b) assistance c) benefit d) relief
3. Inflation is the first problem that the new government will have to .....
a) clasp b) grasp c) seize d) tackle
4. Mr. Teenager’s ..... will be held in trust for him until he is 21. Then he will be
free to spend it.
a) dowry Db) heirloom c) heritage d) inheritance
5. When the company was declared bankrupt, all its fixed ..... were claimed by its
creditors.
a) assets b) benefits c¢) funds d) sums
6. Our country has never had a large ..... in its balance of payment.
a) abundance b) addition c) overflow d) surplus
7. Miss Cheating is in trouble because she has not paid her National Insurance .....
for ten years.
a) contributions b) subscriptions c) subsidies d) tributes
8. People in financial difficulties sometimes fall ..... to unscrupulous money
lenders.
a) fool b) prey c) sacrifice d) scapegoat
9. Because Mr. Sacked has just lost his job, his aunt’s legacy came as a useful ..... :
a) advantage b) benefit c) profit d) windfall
10. The government has introduced ..... currency controls which will make it more
difficult to holiday abroad.
a) extreme Db) striking c) stringent d) strong
11. If you don’t complete your income tax ....., you may have to pay more than is
necessary.
a) account b) document c) report d) return
12. As a result of increased productivity, the workers received a ..... pay increase.
a) fundamental Db) palpable c) substantial d) tangible
13. $150? $2507? Let’s ..... the difference and say $200.

12



a) agree b) avoid c) decrease d) split
14. Newly ..... coins always look clean and shining .
a) minted b) moulded c) pressed d) printed
15. For some jobless people, joining the ..... queue is a humiliating experience.
a) benefit b) dole c) grant d) ration
16. If a man is legally separated from his wife, is he still ...... for her debts?
a) answerable b) bound c) chargeable d) liable
17. The two men ..... a coin to see who should take care of the business on the
weekend.
a) hurled b) lobbed c) threw d) tossed
18. No-one knows precisely how much she earns a month, but $4,000 can’t be very
..... of the mark.
a) broad b) distant c) far d) wide
19. The ..... between the rich and the poor is very evident in the Western World.
a) deviation D) differentiation c) difference d) distance
20. The salary is $35,000 per annum, with annual ..... of $2,000 for five years.
a) annexes b) bonuses c) increments d) prizes
21. The government’s policy is to ..... firms in trouble to prevent unemployment.
a) contribute b) endow c) grant d) subsidize
22. Being a teacher, I shop at stores which offer a ..... to teachers.
a) deduction b) discount c) rebate d) subsidy
23. Share prices on the Stock Exchange plunged sharply in the morning but .....
slightly in the afternoon.
a) recovered b) regained c) restored d) retrieved
24. The firm will go bankrupt if it cannot meet its ..... :
a) charges b) duties c) liabilities d) promises
25. Mr. Businessman needed $10,000, but as his capital was ..... up in shares, he
borrowed it from his bank.
a) bound b) knotted c) locked d) tied

13



TOPIC
THE FUNCTIONS

AND CHARACTERISTICS OF MONEY

American businesses produce, market, and distribute goods and services.

Money makes it possible for businesses to obtain what they need from suppliers
and for consumers to obtain goods. Money is defined as anything customarily
used as a medium of exchange, a unit of accounting, and a store of value. The
basis of the market economy is voluntary exchange. In the American economy, the
exchange usually involves money in return for a good or service.

The Functions of Money

Most Americans think of money as bills, coins, and checks. Historically, and
in other economies, money might be shells, gold, or even goods such as sheep.
Economists identify money by the presence or absence of certain functions.
Anything that is used as a medium of exchange, a unit of accounting, and a store of
value is considered money. For example, Native Americans used wampum — beads
made from shells. Fijians have used whales’ teeth.

There are three functions of money.

Medium of Exchange. To say that money is a medium of exchange simply
means that a seller will accept it in exchange for a good or service. Most people are
paid for their work in money, which they then can use to buy whatever they need
or want. Without money people would have to barter — exchange goods and
services for other goods and services.

Suppose you worked in a grocery store and were paid in groceries because
money did not exist. To get whatever you need, such as clothes and housing, you

would have to find people who have the goods that you want. In addition, those
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people would have to want the exact goods — in this case, groceries — that you
have. Barter requires what economists call a double coincidence of wants. Each
party to a transaction must want exactly what the other person has to offer. This
situation is rare. As a result, people in societies that barter for goods spend great
amounts of time and effort making trades with one another. Bartering can work
only in small societies with fairly simple economic systems.

Unit of Accounting.

Money is the yardstick that allows people to compare the values of goods
and services in relation to one another. Money which is a measure of value
functions in this way as a unit of accounting. Each nation uses a basic unit to
measure the value of goods, as it uses the foot or meter to measure distance. In the
United States, this base unit of value is the dollar. In Japan, it is the yen; in France,
the franc. An item for sale is marked with a price that indicates its value in terms of
that unit.

Using money as the single unit of accounting provides a simple and
convenient way to compare the values of various items. By using money prices as
a factor in comparing goods, people can determine whether one item is a better
bargain than another. A single unit of accounting also allows people to keep
accurate financial records — records of debts owed, income saved, and so on.
Businesspeople can better calculate their profits and losses over the years by using
a single money unit of accounting.

Store of Value.

Money also serves as a store of value. You can sell something, such as your
labor, and store the purchasing power that results from the sale in the form of
money for later use. People usually receive their money income once a week, once
every two weeks, or once a month. However, they usually spend their income at
different times during a pay period. To be able to buy things between paydays, a
person can store some of his or her income in cash and some in a checking
account. It is important to note that in periods of rapid and unpredictable inflation,

money is less able to act as a store of value.
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The Types and Characteristics of Money

Anything that people are willing to accept in exchange for goods can serve
as money. At various times in history, cattle, salt, animal hides, gems, and
tobacco have been used as mediums of exchange. Each of these items has certain
characteristics that it better or worse than others for use as money. Cattle, for
example, are difficult, to transport, but they are durable. Gems are easy to carry,
but they are not easy to split into small pieces to use.

The table below lists the major characteristics that to some degree all items
used as money must have. Almost any item that meets most of these criteria can be
and probably has been used as money. Precious metals, however, particularly gold
and silver, are especially well suited as mediums of exchange, and have often been
used as such throughout history. It is only in more recent times that paper money
has been widely used as a medium of exchange.

Mediums of exchange such as cattle and gems are considered commodity
money. They have value as a commodity, or good, aside from their value as
money. Cattle are used for food and transportation. Gems are used for jewelry.

Representative money is money backed by — exchangeable for — some
commodity, such as gold or silver. It is not in itself valuable for nonmoney uses,
but it can be exchanged for some valuable item. Like commodity money, the
amount of representative money circulation, or in use by people, is limited
because it is linked to some scarce good, such as gold. At one time the United
States government issued representative money in the form silver and gold
certificates. In addition, private banks accepted deposits of gold or silver and
issued paper money, called bank notes. These were a promise to convert the paper
money into coin or bullion on demand. The banks were supposed to keep enough
gold or silver in reserve — on hand to redeem their bank notes. Often, they did not.

Today all United States money is fiat money. Its face value occurs through

government fiat, or order. It is in this way declared legal tender.
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Characteristic

Description

Durable

Money must be able to withstand the wear and tear of being
passed from person to person. Paper money lasts on the
average of only one year, but old bills can be easily replaced.

Coins, in contrast, last for years.

Portable

Money can be carried around easily. Though paper money is
not very durable, people can easily carry large sums of paper

money.

Divisible

Money must be easily divided into small parts so that
purchases of any price can be made. Carrying coins and small

bills makes it possible to make purchases of any amount.

Stable in value

Money must be stable in value. Its value cannot change rapidly

or its usefulness as a store of value will decrease.

Scarce

Whatever is used as money must be scarce. That is what gives

it value.

Accepted

Whatever is used as money must be accepted as a medium of
exchange in payment for debts. In the United States,
acceptance is based on the knowledge that others will continue
to accept paper money, coins, and checks in exchange for

desired goods and services.

DIALOGUE

Jack: | really want to buy a new car, but it’s no good. I can’t afford it.

Mike: But you’ve got a great job. You must earn a decent salary.

Jack: Yeah, but I’m still paying off my student debts and I’ve got a massive

mortgage.

Mike: How much do you owe for your student loan? You must have paid off

most of it by now.
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Jack: Don’t forget the fees went up before | started uni. They charged me a lot
more than you had to pay.

Mike: Yeah, yeah. How much does the car cost anyway?

Jack: It’s not too much. Well, | can’t afford to buy it outright, but there’s a
good finance deal. All | need is the deposit.

Mike: How much is it?

Jack: Five thousand.

Mike: Wow. That’s quite a lot.

Jack: Yeah. I’ve been saving for a bit and | can afford to spend four thousand.
Mike: So you’re a thousand short.

Jack: Yeah.

Mike: Would you like me to lend you the difference?

Jack: No, I couldn’t. I don’t like borrowing money off friends.

Mike: You’ve borrowed money off me before.

Jack: Yeah, but only a small amount that | know I could pay back right away.
Mike: If you need a new car and want to borrow the money, I’ll be happy

to lend it to you.

Jack: That’s very kind of you, but I’ll keep saving ... for now.

TOPICAL VOCABULARY
suppliers — mocraganbHUKA
CONSUMers — croxuBayi
medium of exchange — 3aci6 oominy
unit of accounting — oxuHUIA OOTIKY
store of value — 3amac BapTocTi
double coincidence — moaBiiinwuii 36ir
offer — mpormo3wuiist
yardstick — mipwto
measure — mipa

bargain — Buringna yroaa
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accurate — TouHum

records — 3ammcu

debts — 6opru

Owe — OyTH BUHHUM

income — noxix

profit — npudyToK

in cash — roriBkoro

checking account — po3paxyHKkoBuUil paxyHOK
cattle — Benuka porara xymo0a

animal hides — mkypu TBapuH

gems — KOIITOBHE KaMiHHS

commodity money — ToBapHi rpoiii (HEpO3MiHHI IpOIIIi)
representative money — npeacTaBHUIIbKI TPOIIi
circulation — o6ir

on hand — B 00iry (Ha pykax)

redeem — BUKyIIOBYBaTH

afford — no3BomuTH cO0

earn — 3apoosaTH

pay off — posmnauyBaTucs

charge — craryBatu

save — 3a0I1a/KyBaTh

spend — BuTpavaru

lend — naBatu B Gopr
borrow — mosnyartu

pay back — mosepraTu

Wampum are beads made from various white and purple
mollusk shells which were and are still used by various
Native nations throughout northeastern North America for

ornamental or ceremonial use.

Bartering is the exchange of goods and services between
two or more parties without the use of money. It is the

oldest form of commerce.
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Remember fio

ney Vocabulary

Bank charge money that a customer pays to a bank for its services.

Bank statement | a document that keeps record of the money put into and taken
out of a bank account.

Broke without money. “I can’t afford to go out tonight. I’m broke.”

Cheque a printed form, used instead of money, to make payments from
your bank account.

Currency the money that is used in a particular country.

Debt money which is owed to someone else.

Draft a written order for money to be paid by a bank, especially to
another bank.

Exchange to give something to someone and receiving something in return.
“The skirt | bought was too small so | exchanged it for a bigger
one.”

Funds an amount of money that has been saved or has been made
available for a particular purpose. “The company does not have
the funds to buy new equipment.”

Haggle to argue with somebody in order to reach an agreement about the
price of something.

Inherit to receive money from somebody when they die.

Interest rate

the per cent of an amount of money which is charged or paid by

a bank or other financial company.

Invest to put money into something to make a profit.

Loan a sum of money which is borrowed, often from a bank, and has
to be paid back.

Rate an amount or level of payment.

Save to prevent money being wasted or spent.
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Transfers when money moves from one place to another e.g. from one

bank account to another.

Withdraw to take out or remove money from the bank.

A 1 bill is a printed statement showing the money you owe for services,
goods, or utilities, and a 2 fee is a fixed price you pay a person or organization for
their services.

. Our electricity bill was higher than usual last month.

. The lawyer ’s fee was much higher than | °d expected it to be.

3 Expenses are the money that a person or company has to pay for goods or
services, such as food and bills.

. | generally use cash to pay for my day-to-day expenses.

4 Revenue is the total amount of money made by an organization’s
operations over a given period, and 5 income is the money that remains from the
revenue after all the taxes and expenses have been deducted.

. The company ’s revenue came to over $20,000,000 last year.

. Their income more than doubled in less than a year.

6 Funding is money given to finance a specific project or purpose, which
can come from various sources like governments, organizations, or investors.

A 7 grant is a type of funding that is typically given by a government or

organization for a specific purpose, such as education and does not need to be

repaid.

. | received a grant from the government to study for my postgraduate
degree.

. We received funding from the government to carry out our research.

Your 8 budget is the amount of money that you have available to spend.
. The project went over budget and required additional funding.
. Our monthly household budget includes expenses for groceries,

utilities, and rent.
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An 9 installment is one of a number of payments of a fixed amount paid for
goods or services over a specific period of time, whereas a 10 lump sum is a single
payment that is made at a given time instead of paying in installments.

. | decided to pay for it in installments over a twelve-month period.

. You save a bit more money by paying the lump sum.

A 11 mortgage is a particular kind of loan specifically for purchasing
property, such as a house or apartment. The 12 interest rate is the percentage
charged by the lender for the loan, which influences the total amount that will be
repaid over time.

. We recently took out a mortgage to buy a flat in the center of town.

. The interest rate on our loan has risen by 2%.

The 13 cost of living refers to the amount of money needed for basic
necessities like housing, food, taxes, and healthcare. The 14 standard of living, on
the other hand, is the general level of wealth and comfort of people in a specific
society.

. The cost of living has risen in the past year.

. We have a relatively high standard of living around here.

A 15 bargain is an item offered for sale at a lower price than expected.

A 16 rip-off is something that you buy that was too expensive for the quality you
got.

. | bought these heels for $10. What a bargain!

. $30 for a pizza is an absolute rip-off!

EXERCISES
Exercise 1. Fill in the gaps with the verbs from the dialogue.

to be able to buy something because you have enough money;

to take something from a person but agree to return it;

to demand money in exchange for a service;

to demand a sum of money to buy something;

to receive money as payment for work;
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to give someone something but expect to get it back;

to need to give someone money because they lent it to you or

did something for you;

to exchange money for things or services;

to try not to spend money so you can collect enough to pay for

something you can’t normally afford,;

to pay for things with money.

Exercise 2. Fill the gaps while you learn vocabulary related to money:
1. When | need money | __ some from a cash machine.
a) refund
b) lend
¢) withdraw
2. They __ ten percent of their wages every month to go on holiday.
a) exchange
b) save
Cc) invest
3. The banks give __ to people or companies to help them with their projects.
a) rate
b) loans
C) interest
4. The __ is a price that people or companies pay in order to use the money for a
certain period of time.
a) interest rate
b) bank statement
¢) bank charges
5. The dollar is the most important ___in the foreign exchange market.
a) currency
b) rate
c) draft
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6. The movements of money between banks are called .
a) cheque
b) transfers
c¢) funds
7. When people decide to start a business they need to __ money, looking for
profitable returns.
a) save
b) invest
c) debt
8. When | want to buy something | always ___in order to get a lower price.
a) haggle
b) inherit
c) broke

Exercise 3. Fill in the gaps with the correct verb, in the correct form.

(not) earn inherit borrow lend steal find
invest waste pay (back) owe withdraw
1.  When I was younger, | some money in Nokia. It

was a really good idea because the company has been very successful, and | have
made a lot of money.
2. | was very sad when my grandfather died, but | used the money I

from him to study, and I think he would be very happy that | am a

teacher now.

3. Claire works as a secretary, but she much money,
so her mum often has to her some.
4, A couple of years ago | £20 outside the pub. |
it all on things I didn’t need.
5. When | was a student | had to lots of money from
the bank. I all the money back last year, so now | don’t the

bank anything.
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6. You should be careful when you

cashpoint machine because somebody might be behind you waiting to

it from you.

Exercise 4. Give the names for the defined money expressions:

1. A fixed amount which is paid, usually monthly, to|jas_
workers of higher rank

2. An amount of money that you lend to someone al

3. A sum of money that is owned by someone ad _

4. Money which is in the form of coins and notes, not ([c
cheques

5. An amount of money you receive, usually weekly, injaw
return for labour or service

6. Money paid by divorced father to his former wife forthe ja_ y
upkeep of his children

7. Tax on imported articles paid to the customs Ly

8. Paid at a restaurant after eating a__ |

9. Extra percentage paid on a loan P
10. Money paid for professional services, e.g. to a doctor af

11. Money paid by the state, usually to students ag__
12. Money paid by a company or the state on your|ap__
retirement

13. Paid as a punishment for breaking the law af

14. Paid to the government for services that the state | s
provides

15. Paid while traveling, especially on public transport, |af

buses, train, etc.
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Exercise 5. Pay attention to the topic vocabulary in contrast. Do you know the

difference between these words?

Economic /economical discount/offer till/checkout
receipt /bill price/cost products/goods
make /brand change/cash refund/exchange
bargain/sale wealth/fortune fake/plastic

Exercise 6. Check yourself and choose the correct word.
1. My grandfather made a by investing at the right time.
a) fortune
b) wealth
2. | think you’ll find that the Microcar is really very _ to drive.
a) economical
b) economic
3. I’m afraid we can only accept the return of the item if you still have the
a) receipt
b) bill
4. If you show this couponatthe | you’ll receive a free gift.
a) checkout
b) discount
5. I’m not keen on Justin Timberlake so I’'ll tryto _ this CD for one by Blue.
a) exchange
b) refund

6. The assistant called the manager when the note | gave her turned out to be

a) fake
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b) plastic
7. This unbeatable special __ is only available until the end of the week, so
hurry!
a) offer
b) bill
8. Excuse me, but | don’t suppose you have __ for a fifty, do you?
a) change
b) make
9. I went back to the shop a week later, and the _ had gone up by 50%!
a) price
b) cash

Exercise 7. Match the definitions with the correct money word:

1. an allowance |a. money paid to authors or investors according to the sales of

their work

2. a bonus b. a sum of money used to make more money from something

that will increase in value

3. commission c. the money which a building society or bank lends to

someone to buy a house

4. a deposit d. the money that a person pays to an insurance company to

protect against loss or damage

5. a dividend e. money, usually from a relative, to live on

6. an investment | f. an additional payment which is a reward to those who work

for a company for their extra work

7. a legacy g. the amount of money borrowed from a bank, greater than

that which is in your account

8. maintenance h. money received from someone in his or her will

9. an overdraft I. the amount of money that goes to a shareholder

10. a premium J. money paid by divorced or separated people to support the
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former husband or wife

11. royalties k. part of the value of a company that you may buy

12. a share |. part-payment of money which you make to stop the seller

from selling his goods to others

13. a mortgage m. an amount of money, related to the value of goods sold,

which is paid to a salesman for his services

Exercise 8. Choose one correct answer.
1. He doesn’t have enough money to buy a new car, so he’s going to ask the
bank for a
a) grant
b) loan
c) deposit
2. The official ~ in France is the Euro (€).
a) exchange rate
b) currency
c) debt
3. | always check the ~ before | go abroad, so that | can better
understand the prices.
a) salary
b) exchange rate
c) deposit
4.1 had to pay a _ before | started renting my apartment in case
anything is broken or missing when | leave.
a) loan
b) debt
c) deposit
5.Shereceiveda ___ from the government to help start her business, and
doesn’t need to pay it back in the future.

a) loan
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b) grant
¢) refund
6. My parents are in ___ because they have spent more money than they
have in their bank account.
a) loan
b) debt
c) borrow
7. I’m starting a new job next year. It should be more interesting and | will
get paid a higher __ than I’m getting at the moment.
a) grant
b) salary
C) currency
8.You___ me €50, because you forgot your wallet when we went out at
the weekend.
a) borrow
b) owe
c) lend
9. She didn’t like her birthday present, so we took it back to the shop and got
a__
a) refund
b) grant
c¢) loan
10. I neededto _ some money from my brother because the restaurant
didn’t accept my credit card.
a) owe
b) borrow
¢) lend

Exercise 9. For each of the six questions choose one correct answer:

1. ‘I’ve got money in the bank again, so now I’m back in the J
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a. red
b. black
c. yellow

d. green

2. Choose the more formal alternative for the word in bold. ‘That picture cost me

twenty quid.’

a. dollars
b. pounds
C. pence

d. cents

3. If you haven’t got any money, you are

a. broken
b. broke

c. smashed
d. shattered

4. How would you say the following amount of money? £1276

a. One thousand and two hundred and seventy six pounds.
b. One thousand, two hundred and seventy six pounds.
c. One thousand and two hundred, seventy six pounds.

d. One million, two hundred and seventy six pounds.

5. “It costs a fiver”. In Britain this means

a. fifty pence
b. five thousand pounds
c. five hundred pounds

d. five pounds

6. The following are all types of money. Which one do you borrow when you want

to buy a house?

a. pocket money
b. mortgage

c. allowance
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d. grant

Money idioms

Exercise 10. Pay attention to the idioms with their definitions!!!

cost an arm and a leg

a) to be very expensive

fritter something away

b) to waste money, time, or an opportunity

live beyond your
means

Cc) to spend more money than you receive as
income

4. live within your means d) to spend less money than
you receive as income
5. live from hand to e) to have just enough money to live on and
mouth nothing extra
6. make ends meet f) to have enough money to buy what you

need to live

money doesn’t grow
on trees

g) said to warn someone to be careful how
much money they spend, because there is
only a limited amount

8.

over the odds

h) more than something is really worth

9.

pay through the nose

1) to pay too much money for something

10.penny-pincher

J) aperson who is unwilling to spend money

11.push the boat out

k) to spend a lot of money on celebrating
something

12.rolling in it

I) to be extremely rich

13.save for a rainy day

m) to save money for a time when it might be
needed unexpectedly

14.splash out

n) to spend a lot of money on buying things,
especially things that are pleasant to have
but that you do not need

15.tight-fisted

0) unwilling to spend money
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16.tighten your belt p) to spend less money than you did before

because you have less money

Exercise 11. Translate the sentences into Ukrainian paying attention to the

underlined idioms

1.

8.
9.

The repair work cost an arm and a leg.

2. If I’ve got money in my pocket, | tend to fritter it away.
3.
4

. He promised that he wouldn’t use his credit card too much — he wanted to

Over 40% of Americans admitted they were living beyond their means.

live within his means.

My father earned very little and there were four Kkids, so we lived from hand
to mouth.

It’s not easy to make ends meet with a big family, but somehow we manage.
“Mum, I’d like a new bike.” “I’ll have to think about it — money doesn’t
grow on trees, you know!”

It’s a nice enough car but I’m sure she paid over the odds for it.

We paid through the nose to get the car fixed.

10.He takes offense at the notion he’s a penny-pincher, insisting all his workers

are paid above minimum wage.

11.They really pushed the boat out for Annie’s wedding.

12.1f they can afford a yacht, they must be rolling in it.

13.Luckily she had saved some money for a rainy day.
14.They splashed out £3,000 on a holiday.
15.Don’t wait for Gillian to buy you a drink — she’s too tight-fisted.

16.1’ve had to tighten my belt since | stopped working full-time.

Exercise 12. Match the sentence halves.

1 I’ll have to tighten my a the red for very long.

2 You’ll never make ends b mouth for years, she finally became a

successful writer.
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3 After living hand to ¢ afortune through playing the lottery.

4 Very few people make d belt next month or I’ll soon run out of

money.

5 Ben’s careful with money so he’s | e the lap of luxury, but it’s unlikely to

never been in happen.
6 We had to pay f meet if you spend more than you earn.
7 | often dream about living in g through the nose for the concert tickets,

but it was worth it!

Exercise 13. Match the parts of the idioms. Make up sentences of your own.

a rainy day tighten your belt fritter

on trees push the boat out save for

your means make ends meet money doesn’t
grow

out tight- fisted live beyond

rich penny- pincher splash

the nose rolling in it stinking

to mouth over the odds pay through

away cost an arm and a leg live from hand

Exercise 14. Translate the following text into English.
I'pomri — ue mnnaTtokHUNA 3acid, 0cCOOJIMBHIA TOBap, IO € 3arajbHOIO

€KBIBAJICHTHOIO ()OPMOIO BapTOCTI IHIIMX TOBAPIB Ta Mocayr. ['pomii € Mipuiom
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BapTOCTI Ta 3acobom o0iry. Kpim Toro, BoHM € 3aco0aMu HarpomajKeHHs
Ta IJIATeXKy. 3 YTBOPEHHSAM CBITOBOIO PHUHKY, JAESIKI HalllOHAJIbHI TPOIIl CTalu
BUKOHYBAaTH (DYHKIIii CBITOBUX.

['porti BUKOHYIOTh HU3KY BaXKJIMBHUX (DYHKIIIM:

« Mipa BapTOCTI — rpouIi 320e31e4yIoTh BUPAKECHHS 1
BUMIpDIOBaHHS BapTOCTi TOBapiB,  Hajarouu il Qopmy miHu. s
3a0€3MeUYeHHs] MOXJIMBOCTI Cy4acHMM (iaTHUM TrpomiaMm OyTH MIpOIO
BapTOCTI JIep’KaBa y 3aKOHOJIABYOMY TMOPSIKY BIPOBAKYE MEBHY TPOIIOBY
OJIMHUITIO 7Sl PO3paxyHKiB — HAIlIOHAIbHY BAJIIOTY, a IHKOJM BILTUBAE 1 HA
MacuTad IiH.

e 3acié 00iry — rpoii € nmocepeJHUKOM B 0OMiHI TOBapiB 1 3a0€3MEUyIOTh iX
00Ir.

o 3aci0 HarpomMamKeHHsl — TpoIll MOXYTb OyTH 3aco00M 30epe’KeHHs
BapTOCTI, MpeACTaBHUKOM abctpakTHOi (opmu OararctBa. CyTHICTH Ii€i
G yHKIIIT TIOJIITae B TOMY, IO TPOIII MEPETBOPIOIOTHCS HA cKapO, BUXOIATH 31
chepu o6iry. lle 3MeHIIye MPOMO3UIIIIO T'POIICH Ha PUHKY, IO JIO3BOJISE
yHUKaTH 1HQAmil. Brpata rpommMa i€l GyHKOIT (Hanpukian, depes
BIJICYTHICTh JOBIOCTPOKOBOI JOBipM g0 (iaTHUX Tpoliel) MPOBOKYE
1HGIAIIITO.

o 3aci0 mnuareky — Tpomr OOCIYroBYIOTh TMIOTAIlIEHHS PI3HOMAaHITHUX
OoproBux 3000B'13aHb MK CY0'€KTaMU €KOHOMIYHHMX BiTHOCHH.

o CaiToBi rpomi o06CIyroByloTh pyX BapTOoCTi B  MDKHApPOJHOMY
€KOHOMIYHOMY 00O0pOTi 1 3a0€3Medyl0Th peaizaiilo B3aEMOBITHOCUH MIX
KpaiHamu.

https://uk.wikipedia.org/
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TENSES INACTIVE VOIGE

TENSES IN ENGLISH

Simple Tenses

Present Verb (V) || run my do | don’t run | usually,
Simple he own he my own always,
she business.  |she } business. | Sometimes,
V+(e)s does Do you run often,
. o seldom,
it He runs his | it your own as a rule,
own business? every day
business. He doesn’t | (week,
run his own | month)
business.
Does he
run his own
business?
Past regular V | We did We did not | yesterday
Simple + -ed launched launch the | lastyear
the product. product. (week,
. . month),
irregular Did we 3 years ago,
\V/§ | ran my launch the | jn 1999
form own product?
business. | didn’t
run my
own
business.
Did you
run your
own
business?
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Future will They will will They will tomorrow,
Simple (shall) + | run their not (won’t) | the day after
Vv own run their tomto”ow’
business. own ?Vizegf ar
business. in 3 years
Will they
run their
own
business?
Continuous Tenses
Present am I am am | am not now,
Continuous |is +V +- | reading the is reading the | atpresent,
ing contract. are contract. ;tggin .
are He is Are they
reading the reading the
contract.. contract?
We are
reading the
contract..
Past was | was was | was not | from5till 6
Continuous | were reading the were reading the | yesterday,
+V +-ing | contract. contract. at 6 o’clock
We were Was he yesterday,
when | came
reading the reading the
contract. contract?
They were
not reading
the
contract.
Were they
reading the
contract?
Future will be +V | They will will I will not from 5 till 6
Continuous | +--ing be reading be reading | tomorrow,
the the at 6 o’clock
tomorrow
contract. contract.
Will they
be reading
the
contract?
Perfect Tenses
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Present have + | have read have | have not | already,
Perfect regular V | the read the just, ever,
+ -ed contract. contract. never, yet,
. lately,
irregular We_ have Have you recently,
V —UI | visited our read the today,
form friends. has contract? this year
He has (week,
he, she, it | read the He has not | month),
has + contract. read the for...,
regular V contract. S
+ -ed Has he
irregular read the
V -1 contract?
form
Past had + | had read | had not | by 6 o’clock
Perfect regular V | the had read the yesterday,
+ -ed contract. contract. Egme '
irregular Had you
V -1 read the
form contract?
Future will have + | They will will He will not | by 6 o’clock
Perfect regular V | have read have read | tomorrow,
+ -ed the the before |
irregular | contract. contract. come
V —-uI Will he
form have read
the
contract?
Perfect Continuous Tenses
Present have + | have been have | have not | for...,
Perfect been + reading the been since...,
Continuous | V+-ing contract. reading the | 2!l 9
He has has contract.
he, she, it | been Has he
has + been | reading the been
+ V+-ing | contract. reading the
contract?
Past had + | had been | had not | for...,
Perfect been + reading the had been since...,
Continuous | V+-ing contract. reading the | &l 9&
contract.
Had he
been
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reading the
contract?
Future will have + | | will have will | will not for...,
Perfect been + been have been | since...,
Continuous | V+-ing reading the reading the | & 9
contract. contract.
They will Will he
have been have been
reading the reading the
contract. contract?
EXERCISES

A W o

9

10.The whole sales team

. The union leaders

Exercise 1. Write the simple past form of the verbs in parentheses.
It wasn’t until 1998 that they (begin) to diversify their product line.
Many companies (bid) on the project.
The ad campaign (lead) to a 20% increase in sales.
The economy (grow) by less than 1% last year and unemployment
levels remained high.
Management (cut) costs by getting rid of some perks they had
previously offered.
Last year, we (shut) down production for a few days during the
holiday season.
(hold) a meeting to discuss their demands.
| had a lot of work to do, but fortunately one of my coworkers
(lend) me a hand.
Everyone on the team (know) that it was going to be a challenge.

(eat) lunch together last Tuesday.

Exercise 2. Complete the sentences with the correct form of the verb and the

appropriate money-related term from the box.

(earn, invest, spend, save, owe, loan, debt, bankrupt, income, profit)

1.

He (spend) most of his monthly on rent and utilities.

38




2. Last year, | (invest) in a new company, and it has already started
generating
3. She (owe) her friend $200 because she forgot to repay the
she borrowed.
4. By the time we (realize) the risks, we had already lost our entire
5. If you (save) regularly, you wouldn’t have so much now.
6. They (declare) bankruptcy after their business failed due to
massive
7. He (earn) a good salary, but he doesn’t know how to
wisely.
8. 1 (spend) all my savings on a new car last month, and now | have to
more carefully.
9. By next year, | (invest) in three properties to increase my
10.The company (go) bankrupt last year, but its CEO still

millions from the business.

Exercise 3. Use the correct money-related collocation to fill in the blanks:

(earn a living, take out a loan, manage expenses, reduce debt, make a profit,

declare bankruptcy, pay off a loan, save money, cut costs, invest wisely)

1.

H w

© ®©® N o O

If you want to for emergencies, you need to create a budget.

They had to after failing to keep their business afloat.

She works two jobs to and support her family.

He plans to by the end of the year to free himself from financial
stress.

We’re looking for ways to without compromising quality.

The company hopes to this quarter by introducing a new product.
It’s important to when dealing with the stock market.

| had to from the bank to pay for my tuition fees.

Learning how to Is an essential skill for financial independence.
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10.They are focusing on strategies to and avoid interest charges.

Exercise 4. Conjugate the verb in parentheses into the correct tense to

complete the sentence.

1. If | (save) $500 more last year, | would have been able to go on
vacation.

2. By the end of this year, | (earn) enough to pay off my debts.

3. While they (discuss) their budget, they realized they had overspent.

4. He (invest) in the stock market for five years now.

5. Next week, we (open) a joint savings account.

6. | (spend) too much money lately, so I need to stop.

7. She (owe) me $50, but she promised to repay it by tomorrow.

8. They (declare) bankruptcy last year after their business failed.

9. If he (invest) in real estate earlier, he would be much richer now.

10.By the time I finish this project, | (earn) enough to take a long
vacation.

Exercise 5. Each sentence contains an error. Identify and correct it.

1.

. She is invest in real estate to grow her wealth.

8.
9.

| was saved $500 last month to buy a new phone.

2
3. They had went bankrupt because they couldn’t repay their debts.
4,
5
6
7

If he save more money, he would have avoided this financial crisis.

. He will have repaid the loan after six months ago.
. She borrowed a large debit from the bank to start her business.

. While they were discussed their budget, they realized they needed to cut

expenses.
The company has made a huge profit last year.

He hasn’t earn enough income to cover his expenses.

10.By the time | was realizing it, | already spent too much.
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Exercise 6. Choose the correct answer

1. If he doesn’t come in the next 10 minutes, we

a) started
b) would start

c) will start

without him.

2. He a manager when he was 25.

a) has become
b) became

c) was becoming

3. the details of the proposed merger.

a) Let’s to discuss
b) Let’s discuss
c) Let’s be discussing

4. Our distributor called while |

Jim)
a) was talking
b) have been talking
¢) would be talking
5. | thought about your proposal, and | think we
a) accept
b) will have accepted
c¢) will accept
6. How long in sales?
a) BorC

b) have you worked

¢) have you been working

to Jim. (I’m no longer talking to

7. | have your proposal, and I’m quite impressed.

a) reviewed
b) reviewing

C) review

41



8. The mayor failed the striking workers to return to contract

talks.
a) persuade
b) AorC
) to persuade
9. The union on Tuesday to resume contract talks.

a) was being agreed to
b) agreed
¢) has been agreeing

10. Negotiations to continue into the weekend.

a) are expected
b) are expecting

C) expect

Exercise 7. Choose the correct option to complete each sentence.

1. He (spend/spends/spending) most of his income on rent every
month.
2. By the end of this year, they (will save/will have saved/saved)

enough money to buy a new car.

3. She (has invested/investing/invests) in stocks for over a decade.

4. If | (save/saved/had saved) more money last year, | could have

gone on vacation.

5. They are planning to take out a (debt/loan/bankrupt) to start a new

business.

6. The company declared (profit/income/bankruptcy) after failing to

pay its debts.

7. He (owed/owes/owing) me $50, but he hasn’t paid me back yet.

8. While they (discussing/discuss/discussed) their expenses, they

realized they overspent.
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9. If she (earns/earned/earning) a promotion, she will be able to
increase her savings.
10.The bank offers a higher interest rate for (loan/deposit/savings)

accounts.

Exercise 8. Complete the following story using the appropriate tenses and
money-related vocabulary:

Last year, | (decide) to start a small online business. At first, |

(spend) most of my savings on setting up the website and marketing. To

cover additional expenses, | (take out) a small loan from the bank. By the

end of the first quarter, | (earn) a small profit, which I (reinvest)

into the business. However, things weren’t always easy. There were times when |

(worry) about managing my expenses. If | (not save) carefully, 1
wouldn’t have been able to keep the business running. Now, I (plan) to
expand my services, and | hope that by next year, | (achieve) my financial

goals.

Exercise 9. Rearrange the words to form meaningful sentences.
1. earned / last year / he / much / profit / how / did?

will / the loan / pay / off / I / next month.

saving / she / been / money / has / months / for.

couldn’t / they / expenses / manage / their / properly.

planning / are / invest / they / in / real estate / to.

had / declared / the company / before / bankruptcy / | arrived.

owes / him / she / still / $100 / after / all this time.

reduce / to / they / their / had / costs / immediately.
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discussing / were / the budget / while / their / they.
10.will / make / we / this quarter / a / profit / likely.

43



TEXT

The forex market is the world’s largest and most liquid market, with trillions
of dollars traded on any given day between millions of parties. For those just
getting started in the forex market, one of the first steps is to gain familiarity with
some of the more commonly traded currencies and their popular uses in not only
the forex market but in general as well. Let’s take a look at several popular
currencies that all forex observers should be acquainted with and some of their
underlying traits and characteristics.

1. The U.S. Dollar

First and foremost is the U.S. dollar, the most traded currency on the planet.
The USD can be found in pairs with all the other major currencies and often acts as
an intermediary in triangular currency transactions. This is all because the USD
acts as the unofficial global reserve currency, held by nearly every central
bank and institutional investment entity in the world.

In addition, due to the U.S. dollar’s global acceptance, it is used by some
countries as an official currency, as opposed to a local currency, a practice known
as dollarization. Also, the U.S. dollar may be widely accepted in other nations,
acting as an informal alternative form of payment, while those nations maintain

their official local currency.
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The dollar is also an important factor in the foreign exchange rate market for
other currencies, where it may act as a benchmark or target rate for countries that
choose to fix or peg their currencies to the USD’s value. For instance, as of 2011,
China has its currency, the renminbi, still pegged to the dollar, much to the
disagreement of many economists and central bankers. Quite often countries will
fix their exchange rates to the USD to stabilize their exchange rate, rather than
allowing the free (forex) markets to fluctuate their relative value.

One other feature of the USD that is important for novices in forex to
understand is that the dollar is used as the standard currency for most
commodities, such as crude oil and precious metals. So what’s important to
understand is that these commaodities are subject to not only fluctuations in value
due to the basic economic principles of supply and demand but also the relative
value of the U.S. dollar, with prices highly sensitive to inflation and U.S. interest
rates, which directly affect the dollar’s value.

2. The Euro

Although relatively new to the world stage, the euro has quickly become the
second most traded currency behind only the U.S. dollar. Also, the euro is the
world’s second-largest reserve currency. The official currency of the majority of
the nations within the eurozone, the euro was introduced to the world markets on
January 1, 1999, with banknotes and coinage entering circulation three years later.

Along with being the official currency for most eurozone nations, many
nations within Europe and Africa peg their currencies to the euro, for much the
same reason that currencies are pegged to the USD- to stabilize the exchange rate..

With the euro being a widely used and trusted currency, it is very prevalent
in the forex market, and adds liquidity to any currency pair it trades within. The
euro is commonly traded by speculators as a play on the general health of the
eurozone and its member nations. Political events within the eurozone can often
lead to large trading volumes for the euro, especially in relation to nations that saw

their local interest rates fall dramatically at the time of the euro’s inception,
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notably Italy, Greece, Spain, and Portugal. The euro may be the most “politicized”
currency actively traded in the forex market.

3. The Japanese Yen

The Japanese yen is easily the most traded currency in Asia and is viewed by
many as a proxy for the underlying strength of Japan’s manufacturing-export
economy. As Japan’s economy goes, so goes the yen (in some respects). Many use
the yen to gauge the overall health of the Pan-Pacific region as well, taking
economies such as South Korea, Singapore, and Thailand into consideration, as
those currencies are traded far less in the global forex markets.

The yen is also well known in forex circles for its role in the carry trade.
With Japan having basically a zero interest rate policy for much of the 1990s and
2000s, traders have borrowed the yen at next to no cost and used it to invest in
other higher-yielding currencies around the world, pocketing the rate differentials
in the process. With the carry trade being such a large part of the yen’s presence on
the international stage, the constant borrowing of the Japanese currency has made
appreciation a difficult task. Though the yen still trades with the same
fundamentals as any other currency, its relationship to international interest rates,
especially with the more heavily traded currencies such as the greenback and the
euro is a large determinant of the yen’s value.

4. The Great British Pound

The Great British Pound, also known as the pound sterling is the fourth most
traded currency in the forex market. It also acts as a large reserve currency due to
its relative value compared to other global currencies. Although the U.K. is an
official member of the European Union, it chooses not to adopt the euro as its
official currency for a variety of reasons, namely historic pride in the pound and
maintaining control of domestic interest rates. For this reason, the pound can be
viewed as a pure play on the United Kingdom. Forex traders will often base its
value on the overall strength of the British economy and the political stability of its

government. Due to its high value relative to its peers, the pound is also an
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important currency benchmark for many nations and acts as a very liquid
component in the forex market.

5. The Swiss Franc

The Swiss franc, much like Switzerland, is viewed by many as a “neutral”
currency. More correctly, the Swiss franc is considered a safe haven within the
forex market, primarily due to the fact that the franc tends to move in a
negative correlation to more volatile commodity currencies such as the Canadian
and Australian dollars, along with U.S. Treasury yields. The Swiss National Bank
has actually been known to be quite active in the forex market to ensure that the
franc trades with a relatively-tight range, to reduce volatility and keep interest
rates in line. (This is the relationship between the euro and the Swiss franc
currency pairs)

6. The Canadian Dollar

Last on our list we take a look at the Canadian dollar, also known as
the loonie. The loonie is probably the world’s foremost commodity currency,
meaning that it moves in step with the commodities markets, notably crude oil,
precious metals and minerals. With Canada being such a large exporter of such
commodities the loonie is very volatile to movements in their underlying prices,
especially crude oil. Traders often trade the Canadian dollar to speculate on the
movements of these commodities or as ahedge to their holdings of those
underlying contracts.

Additionally, being located in such close proximity to the world’s largest
consumer base, the United States, the Canadian economy, and subsequently the
Canadian dollar is highly correlated to the strength of the U.S. economy and
movements in the U.S. dollar as well.

As we have seen, every currency has specific features that affect its
underlying value and price movements relative to other currencies in the forex
market. Understanding what moves a currency and why is a pivotal step in
becoming a successful participant in the forex market.

https://forextrading-usdto-yen.blogspot.com/
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traits — ocoOnMBOCTI

foremost — B mepury yepry

intermediary — mocepeIHUIIbKHIA

Investment entity — iHBecTHIlIITHE MIATPHUEMCTBO
global acceptance — BcecBiTHE BU3SHAHHS
exchange rate market — puHOK OOMIHHOTO KYpCY
a benchmark — eramonnuii Tect

target rate — MTLOBHIT TOKA3HUK

peg — yCTaHOBIIIOBATHU IIHU

fluctuate — xonmBathcs

NOViCe — moyarkiBens

commodity — ToBap

crude oil — cupa nadra

precious metals — mgoporominai MeTann
fluctuations — komuBaHHsS

prevalent — nmominyrounii

Inception — moyarok

proxy — moBipeHa ocoba

gauge — BUMIpIOBaTH

carry trade — 3mifiCHFOBaATH TOPTiBIIIO

yielding currencies — ycrymarodi BaqiOTH
greenback — GankHOTa

historic pride — icropu4yHa ropaicTh

pure play — uwmcra rpa

safe haven — mpuryok

volatile commodity currencies — HemocTiliHI TOBapHi BaTIOTH
treasury yields — ka3Hauelicbki Bpoxkai

volatility — menocriliHicTh

hedge — BigropoKyBaTH
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30. pivotal step — kIrOUOBHIT KPOK

EXERCISES

Exercise 1. Join the expressions and their Ukrainian equivalents.
1) liquid market a) MOCTIMHE 3aMmo3uYeHHS

2) reserve currency b) nikBiTHUN PUHOK

3) exchange rate market C) MOJIITHKA I[0J10 MPOLIEHTHUX CTAaBOK
4) relative value d) ToBapHi BaJIIOTH

5) demand €) pe3epBHa BaIOTa

6) supply ) mpomo3utris

7 )interest rate policy g) pUuHOK OOMIHHOTO KypCy

8) constant borrowing h) 3aranpHa YKCEIBHICTD

9) overall strength 1) momuT

10) commaodity currencies J) BigHOCHE 3HAYCHHS

Exercise 2. Fill the gaps with a correct preposition.

First and foremost is the U.S. dollar, which is easily the most traded
currency 1) the planet. The USD can be found 2)  a pair with all the other
major currencies and often acts as the intermediary 3)  triangular currency
transactions. This is all because the USD acts as the unofficial global reserve
currency, held by nearly every central bank and institutional investment entity
4) __ the world.

In addition, due to the U.S. dollar’s global acceptance, it is used by some
countries as an official currency, as opposed 5) a local currency, a practice
known as dollarization. As well, the U.S. dollar may be widely accepted
6)  other nations, acting as an informal alternative form 7) __ payment, while
those nations maintain their official local currency.

The dollar is also an important factor 8) _ the foreign exchange rate market

for other currencies, where it may act as a benchmark or target rate for countries
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that choose to fix or peg their currencies 9)  the USD’s value. For instance, as of
2011, China has its currency, the renminbi, still pegged to the dollar, much to the
disagreement 10) _many economists and central bankers. Quite often countries
will fix their exchange rates 11)  the USD to stabilize their exchange rate, rather
than allowing the free (forex) markets to fluctuate its relative value.

One other feature 12)  the USD that is important 13)  novices in forex
to understand is that the dollar is used as the standard currency 14)  most
commodities, such as crude oil and precious metals. So what’s important to
understand is that these commodities are subject to not only fluctuations
15)  value due to the basic economic principals 16)  supply and demand but
also the relative value of the U.S. dollar, with prices highly sensitive

17)___inflation and U.S. interest rates, which directly affect the dollar’s value.

Exercise 3. Fill the gaps with the words listed below.

Euro, rate, currency, market, speculators, rates, reserve, markets,
trusted, nations.

Although relatively new to the world stage, the euro has quickly become the
second most traded 1) behind only the U.S. dollar. As well, the euro is the
world’s second largest 2) currency. The official currency of the majority

of the nations within the eurozone, the euro was introduced to the world

3) on January 1, 1999, with banknotes and coinage entering circulation three
years later.
Along with being the official currency for most eurozone 4) , many

nations within Europe and Africa peg their currencies to the euro, for much the
same reason that currencies are pegged to the USD- to stabilize the exchange
5)

With the euro being a widely used and 6) currency, it is very
prevalent in the forex 7) , and adds liquidity to any currency pair it trades
within. The euro is commonly traded by 8) as a play on the general

health of the eurozone and its member nations. Political events within the eurozone
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can often lead to large trading volumes for the euro, especially in relation to
nations that saw their local interest 9) fall dramatically at the time of the
euro’s inception, notably Italy, Greece, Spain and Portugal. The 10) may be

the most "politicized” currency actively traded in the forex market.

Exercise 4. Answer the questions according to the text.

. What is the world’s largest and most liquid market?

. What is one of the first steps of the forex market?

. Which currency is easily the most traded on the planet?

. Why do countries often fix their exchange rates to the USD?

. What other feature of the USD is important for novices in forex?

. What is the most traded currency out of Asia?

. Which country doesn’t choose to adopt the euro as its official currency?

. Which currency is viewed by many as a "neutral™ currency?
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. What currency is also known as the loonie?
10. Why the Canadian dollar is highly correlated to the strength of the U.S.

economy and movements in the U.S. dollar as well?

TOPIC

There is no such thing as a world currency. However, since World War I,
the dominant or reserve currency of the world has been the U.S. dollar. At one
time, all currencies were backed by gold, meaning that every country had to hold
in reserve enough gold for all of the currency in circulation. In other words, gold
was the standard by which all currencies were measured. After World War 11, the
United States became the world’s largest and most dominant economy. Due to the
global expansion that took place after the war, bank reserves did not hold enough
gold reserves to back the growth of the currency, which was needed to finance the
global expansion further. Consequently, the U.S. disconnected from the gold
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standard and began to print more paper money to finance the world’s growth
requirements. Because the U.S. was such a powerful economy, other countries
agreed to accept the dollar as legitimate tender and followed suit to waiver the
gold standard. Thus, the dollar became the most dominant currency and almost all
commodities came to be quoted internationally in U.S. dollars.

As time went by and other economies developed, so did the value of their
currencies. Today, the other two major currencies are the euro (the common
currency of many European member states) and the Japanese yen. While the U.S.
dollar remains the reserve currency of the world, it has depreciated in value in
recent years and, consequently, the euro has increased in importance. In fact, the
world can be divided into three main currency blocks, with the Americas dealing
mostly in dollars, Europe dealing in euros, and the Asian countries becoming more
connected to the yen. It is no coincidence that the three largest economies — the
U.S., Europe, and Japan — also represent the three most dominant currencies.

In the case of less dominant currencies, countries like Australia once had to
do business with Japan by first doing business with the U.S. — converting its
currency into U.S. dollars and then from U.S. dollars into Japanese yen. Today,
there are many cross currencies or instances when a currency pair is not
associated with the U.S. dollar, allowing Australia to transact directly with Japan
using AUD/JPY.

DIALOGUES

Dialogue 1

— Hi. What can | do for you?

— Yes. I’d like to exchange US dollars into euro. What’s the buying rate for
American dollars at your exchange office today?

— Well, today it’s 0.85 (nought point eighty-five) euro to one dollar, sir.

— All right. Actually that’s pretty good for today. And do you charge any

commission?
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— No, we don’t. Our rates include commission, so there are no extra charges
here.

— Oh, that’s great!

— How much are you going to change?

— I’ve got 800 (eight hundred) US dollars.

— OK. That makes 680 (six hundred and eighty) euro. And may | see your
passport or some other ID, please?

— Here you are.

— How would you like the money? Would you prefer your currency in large
or small bills?

— In fifty euro notes, please, if possible.

— Sure. Please, put your signature on the receipt.

— Here you go.

— Thank you, sir. Here is your money.

— Sorry. But could | have new notes, please?

— Certainly. No problem.

— Thanks. Have a nice day.

Dialogue 2

- Good morning, can | help you?

- Yes, I’d like to open a deposit account.

- Certainly Sir. Would you like a Silver or a Gold account?

- What’s the difference?

- You can open a Silver account with just $5. The account comes with a
cash card so you can withdraw your money at any time. The Silver account
currently pays 5% interest. For the Gold account you need a minimum of $500,
and you have to give 14 days notice to withdraw money. The interest rate is
6.5%.

- I’ll go for the Silver account.

- How much would you like to deposit?
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- $500:
- And we’ll need two proofs of ID; telephone bill, driver’s license, credit
card statement etc.

- I’msorry, | don’t have any of those on me. I’ll come back tomorrow.

TOPICAL VOCABULARY

1. to be backed by gold — 0yTu 3a0e3neuenum 3010TOM
2. requirements — BUMOTH

3. as legitimate tender — B sKOCTI 3aKOHHOT'O TEHCPa
4, Waive — BIIMOBIIATUC

5. follow suit — macmigyBaTu nmpuKIaz

6.  depreciate — amopTHU3yBaTH

7. coincidence — 36ir

8.  Cross currencies — KpocckypcH

9. instances — ek3eMILIIpU

10. exchange oOminsTH

11. buying rate — Kypc mOKyIKH

12. charge any commission — ctaryBatu 0yab-sAKy KOMICitO
13. extra charges — momatkoBi 300pu

14.  bills — xymropu

15. notes — GaHKHOTH

16. receipt — xBuTaHIIsA

17.  deposit account — nemo3UTHUN paxyHOK

18. cash card — 6ankiBchbKa KapTKa

19. to withdraw money — 3usTH TpoIti

20. interest rate — mporeHTHA cTaBKa
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Remember

term

AT.M.

banknote

billYs

black market

bureau de
change

cash

cash
dispenser’®

currency Vocabulary

meaning

abbr. Automated Teller Machine; cash dispenserVK

You didn't leave your credit card in the ATM again, did you?
n. a piece of paper money; billYs

They've got some old $5,000 banknotes in the museum if you
want to see one.

n. a banknote; a piece of paper money

Can you change this twenty-dollar bill for a ten-dollar bill and
two fives?

n. illegal traffic in officially controlled commodities such as
foreign currency

If you change money on the black market you'll get a better
exchange rate, but it's riskier.

Nn. a business where currencies of different countries may be
exchanged - also currency exchangeYs

Don't use the bureau de change at the airport. The exchange
rate's terrible.

n. 1 coins or bank notes (not cheques); 2 actual money paid (not
credit)

You can pay by cash, credit card or smartphone.

n. automatic machine from which clients of a bank may
withdraw money; ATM

Is there another cash dispenser nearby? This one's out of
service.
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term meaning

cashier n. person dealing with cash transactions in a bank, store etc
Please pay the cashier at the counter over there.

coin n. a piece of metal money
My dad collected old coins when he was a kid.

currency n. the money in use or circulation in a particular country

Eurozone countries had their own currencies before they
switched to the Euro.

debt n. money that's owed by one person to another

Jenny's father is selling the family home to pay off his
gambling debts.

exchange rate  n. the rate at which one currency can be exchanged for another -
also rate of exchange n.

Would you mind checking today's official exchange rate on one
of those currency websites?

foreign n. the currency of other countries

exchange
The tourism industry is the country's main source of foreign
exchange.

hard currency n. currency that will probably not fall in value and is readily
accepted

The government gets hard currency from oil exports, then uses it
when buying weapons.

inflation Nn. a general increase in prices as a country's currency loses value

If your bank’s interest rates are lower than the rate of inflation,
your savings will be worth less over time.

interest n. money that a lender or bank depositor is paid for the use of
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term

invest

legal tender

petty cashVK

soft currency

speculate

transaction

meaning
their money, often at an agreed monthly or yearly rate

You get more interest from a fixed-term account, but you Il lose
the interest if you take money out before the term’s up.

V. put money into a business, buy shares or land, etc in order to
make a profit investment n.

I'll invest half my savings in the stock market, and put the rest
into low-risk government bonds.

n. currency that cannot legally be refused in payment of a debt

Printed banknotes have only been legal tender in Britain for a
couple of hundred years.

n. a cash fund for small, everyday expenses

If we need some milk or whatever, get the money from petty
cash.

n. currency that will probably fall in value and is not readily
accepted

If you 're exporting, stipulate payment in a hard currency like the
Euro or you might get a soft currency instead.

v. to make high-risk investments in business, foreign currency,
land etc in the hope of quick profits - speculation n.

Hedge funds use investors’ money to speculate in the stock
market.

n. a (usually commercial) exchange; any deal involving a buyer
and a seller - to transact v.

Selling a house is a complex transaction, so youll need a real
estate lawyer to do the legal work.
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EXERCISES

Exercise 1. In the following conversation between two friends, Peter
explains to Juan vocabulary connected to bank accounts and using them.

From the context, try to guess what the meaning of the words/phrases
in bold are. Then do the quiz at the end to check if you are right.

Juan: Where can you take out or withdraw the money that you have in a
bank account from?

Peter: Lots of places now. You can go to abranch of the bank and
withdraw your money from there.

Juan: What does a branch mean?

Peter: A branch is the name for the office of a bank which is open for their
customers to use. You can also use a machine to withdraw money in your bank
account from, which is called a cash machine. And also in some countries you can
withdraw money from your bank account at checkouts in some shops/stores when
you are buying something. This is called cashback.

Juan: And if | want to add or put money into my bank account. Where can |
do that?

Peter: You can deposit or put money into your bank account, in both
branches and in some cash machines.

Juan: On a cash machine, can you see your bank account balance? How
much money you have in a bank account.

Peter: Yes, you can. You can also ask the cashier/bank teller in a branch of
the bank to tell you what your balance is too.

Juan: But what if | want to see more information than just the balance of my
bank account. What do | do if | want to see the transactions on the account. What
money has been deposited in it (when and from who) and what money has been
taken out from it (when and to who)?

Peter: All this information is contained in a document called a bank

statement. Normally, banks send you a bank statement every month. But you can
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also go and get one from a branch, from some cash machines and you can also see
it online on a bank's website.

Juan: And if | want to move money from my bank account to somebody
else's bank account. How would | do that? Would | have to withdraw the money
and then go with the money in my hand to their bank and deposit it in their bank
account?

Peter: You can do that, but it's not very safe to walk around with a lot of
money. It's safer to write the person a cheque, which is a piece of paper from the
bank that people use to pay other people from money in their bank account. The
problem with using cheques is that when the person gives their bank the cheque, it
takes 3 days to clear. That means that it will be 3 days before the money is moved
to their bank account and they can use it.

Juan: Is there any better method to move money?

Peter: Yes, there is. Banks provide a service to their customers where they
move your money electronically to another person's bank account. This is called
a bank transfer. You just need to need to know the other person's bank account
details, their bank account number etc... When you make a bank transfer the money
Is moved instantly.

Juan: OKk.

Peter: There are two types of bank transfers which are very useful if you
have to make regular payments to people or companies and want them to be done
automatically. If you need to pay or transfer a fixed amount of money which
doesn't change to a company or someone regularly (e.g. every month or 3 months),
then you can create a standing order on your bank account. Money will then
automatically be repeatedly transferred out of your bank account until you stop the
standing order.

Juan: That sounds useful. But that wouldn't work where the amount of
money you have to move or transfer changes every month or 3 months. For

example, for paying electricity or phone bills.
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Peter: No, the amount transferred doesn't change with a standing order.
Where the amount of money transferred changes every time, you have to use an
automatic bank transfer called a direct debit. Also with a direct debit, the time
when money is taken out can change (it doesn't have to go out of your account on a
regular date). This type of bank transfer can only be used to transfer money to
companies. With a direct debit, you give permission to the company withdrawing
money from your bank account to change the amount they take without telling you
first.

Juan: And if I use more money than is in my bank account. What happens?

Peter: When you withdraw or use more money than is in your bank account,
you are what is called overdrawn. If this happens, you won't be able to withdraw
any more money from the account and the bank will charge you money (you have
to pay them some money).

Now do the QUIZ below to make sure you understand the meaning of this
vocabulary.

1. The amount of money you have in a bank account, is called the

2. When you move money from one bank account into another without

physically touching it, it is called a

3. When you use/take out more money than is in your bank account, you are

4. Another way to say ‘remove’ or ‘take out’ money from a bank account is

5. A document that shows you how much money you have in a bank account

and when money has been added and removed, is a

6. A type of bank transfer that automatically pays the same amount of

money into another bank account on a regular date/interval of time is a

7. The system of taking out money from your bank account at the checkout

of a shop/store, is called

60



8. A different way to say ‘add/put in’ money into a bank account, is

9. A piece of paper which allows you to pay for things or transfer money

from your bank account to another, is called a

10. A type of bank transfer where a company has permission to take money

out of your bank when it wants to, is a

11. The office of a bank which is created to be used by its customers, is a

12. Money going in and going out of a bank account, are called

13. The time which it takes money to show in a bank account after it has

been put in/deposited, is called

14. The name of the machine where you can take out money from your bank

account, is called a

Exercise 2. Translate the following sentences into English.

1. TopriBiis Ha BAJIFOTHOMY PUHKY 31ACHIOETHCS Ha 0a3i BCTAaHOBJICHHS
0OMIHHOTO KypCy BaJltoT.

2. [Iporiec BCTaHOBICHHS BAIFOTHOTO KYPCY € KOTUPYBaHHSM BalTIOT.

3. IcHye nBa MeTOJa KOTUPYBAHHS 1HO3€MHOI BJIFOTH JO HAIlIOHAJIBHOI:
npsiMe KOTUPYBAHHSI Ta HETIPSIME KOTUPYBaHHS

4, Hempsime koTupyBaHHS — 1€ BHpPaXEHHS OJHMHMII HAIIOHATHHOT
BaiOTU B iHO3eMHIN. [lepeBakHO 1€l METONI 3aCTOCOBYEThCs y BenukoOputaHii
Ta 11 KonuIIHIX KooHisX:1hyHT cTepniaris=0.7gomapis.

5. KotupyBanHs BamiOT 17 TOPTOBO-TIPOMHKCIIOBOT KITIEHTYPH, SK
MpaBmiIo, 0a3yETHCS HA KPOC-KYPCI.

6. banku, ski aKTUBHO KOTHUPYIOTh BAJIOTy HAa PUHKY HAa3WBAIOTHCS

MapKeT-MENKEPHU.
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1. MapkeT-toHKepH — 11e OaHKH, 5Kl € TACHBHUMU YYaCHUKAMU MpPOLEeCy
KOTUPYBaHHs, TOOTO BOHM POOJSATH 3amUT OaHKY-KOHTPAareHTy IMpO CTaH
BaJIIOTHOT'O KypCy 1 MOBUHHI MTOTOJ)KYBATUCh HA MEHIII BUT1THUNA KYpC.

8. HalimommpeHimuM B €KOHOMIYHIA  JliTepaTypl  BU3HAYEHHSM
KOHBEPTOBAaHOCTI BaJIOTH € 3JaTHICTb BaJIOTU T[EBHOI KpaiHW BUIBHO
OOMIHIOBATUCh Ha BAJIIOTH IHIIMX KpaiH 1 MKHAPOHI IJIATIXKHI 3aCO0U 32 1I0YUM
KYPCOM.

9. 3anexHo BiJ] CTYNEHs] KOHBEPTOBAHOCTI BAJIIOTU PO3PI3HAIOTH BATIOTH
BUIbHO KOHBEPTOBAH1, YACTKOBO KOHBEPTOBAHI, HEKOHBEPTOBAHI.

10. YacrtkoBo konBeproBaHi BamoTu (UKB) — 1e BantoTu TUX KpaiH, sSKi
BIIMIHWJIM BalltfOTHI OOMEXKEHHS HE Ha BCl BaJlOTHI omepailii abo TUTbKU IS

Hepe3uIeHTIB. Jlo HUX HaJle)KaTh BAIFOTH OUTBIIIOCTI KpaiH.

INTERESTING FACTS
10 Strange Forms of Ancient Currency

In modern times, we often take coins and paper money for granted.
However, in ancient times, people assigned a monetary value to various objects.
Although these exchange methods may not be practical today, they serve as a

reminder of the rich cultural diversity and customs of ancient societies.

Edible Currency

Salt has long been used as a form of currency throughout the world. The
word “salary” is derived from the Latin word “salarium”, which was the Roman
word for “money used to buy salt.” In fact, salt was the primary currency in East
Africa throughout the Middle Ages.

Another form of edible currency was Parmigiano cheese. At one point, this
beloved cheese was actually accepted as bank collateral in Italy. In Central
America, the cocoa bean was the food currency of choice. In Central Asia, they
used tea bricks. These bricks were preferred in Mongolia because they could be

brewed or even eaten as a source of nourishment.
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http://www.bbc.co.uk/ahistoryoftheworld/objects/vDn91YroQr-CC4OpxxEtDw
http://en.wikipedia.org/wiki/Tea_brick

Katanga Crosses

This X-shaped trinket is known as a Katanga Cross. It originated in the
mining region of Katanga in the Democratic Republic of Congo. These crosses
were the region’s primary form of currency and likely the most widely known form
of ancient African currency. The crosses were cast from copper and weighed
anywhere from 1 to 2.5 pounds. Often seen as symbols of great wealth, the crosses
were used in all forms of barter and trade. It was even common for a person to
be buried with their crosses. Since they were made from copper and quite large, the
crosses could also be melted and remolded as tools if needed. Value-wise, one

cross could fetch you approximately 22 pounds of flour.

Squirrel Pelts

Unfortunately for squirrels, Russians had taken a liking to trading squirrel
pelts during the Middle Ages. And the Russians, not a group to waste anything,
used the claws and snouts for pocket change. This odd form of currency may have
accidentally benefitted the Russians in a non-economic way as well. During
medieval times, Europe was ravaged by the infamous Black Plague, but Russia
wasn’t hit nearly as hard. Since the plague was most often carried by rodents,
murdering a bunch of rodents and using their pelts as currency likely reduced the
number of plague carriers.

Modern day Finland actually recognizes squirrel pelts as a currency, and

values them at 3 cents each.

Potato Mashers

Bafia potato mashers were a form of ancient currency in the region where
the Republic of Cameroon is today. This strange currency was highly regarded and
used in the most important trades in the ancient Bafian culture. The use of the
potato mashers also suggests that the Bafians had some very interesting views on
gender. For example, wives could be bought and sold for a set price—in this

instance, thirty potato mashers.
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Lobi Snakes

The Lobi were the ancient inhabitants of Ghana. They lived as farmers and
spent most of their time in the fields, where they encountered a variety of snakes.
To protect themselves, they forged iron snakes that were either worn on their
person or placed on personal altars, just like garlic for scaring off vampires. They
were such a focal point of the Lobi culture that the iron snakes were often used in
trading and bartering. The bodies of the snakes were often depicted with curves to

create the effect of movement as if the snakes were slithering through grass.

Kissi Pennies

Until recently, the “kissi pennies” were used as a form of currency in many
parts of Western Africa. These long strips of iron were modeled by blacksmiths
into a distinct “T” shape. On one end there was an “ear”, which resembled the
shape of a spade or hoe. On the other end was a “foot”. The typical kissi penny was
over a foot in length and, if broken, could not be used again without an elaborate
ceremony involving a witchdoctor. Due to the low value of individual pieces, they
were usually bundled in groups of about 20. At one time, a bag of oranges or
bananas cost only one or two kissi pennies. But prices inflated as the pennies were
phased out of use. During this time, the cost of a cow rose to over 100 bundles,

while a Kkissi bride would cost you about 200.

Rings And Jewelry

For the most part, the economy in ancient Egypt was tightly controlled and
organized. But until the late period in Egyptian history, they did not use traditional
coin currency. Instead, they employed a more informal type of bartering system
consisting of rings and other various types of jewelry. It is believed that the
Biblical reference to money in Deuteronomy 14:25 is a reference to the ancient

Egyptian ring bartering system.

Potlatch
A “Potlatch” was an extravagant celebration in the ancient world where
people would exchange almost anything in the spirit of gift giving. Such
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ceremonies took place all over the world, but were a mainstay among Native
Americans. For example, whales’ teeth were a common item used in the Fijian
islands, while feathers were a staple of the Native American Potlatch.

These lavish events often accompanied other important occurrences, such as
a birth or marriage. Often times, the initially light-spirited occasion would escalate
into a competition of wealth and vanity, with each person trying to outdo the next
with a more impressive gift. The largest potlatch took place when the queen of
Sheba gifted King Solomon 120 talents of gold and the largest quantity of spices
ever exchanged at the time. Potlatches were ultimately outlawed in the North

America at the end of the 19th century.

Knives

Large bronze blades were early forms of coins and where very common
throughout ancient China. Approximately 2,500 years ago, a Chinese prince
allowed his troops to use their knives as payment for goods when money was
scarce. After the troops began bartering with local villagers, the concept caught on
and soon became a standard form of currency. They were most widely used in
China during the Zhou Dynasty (between 600 and 200 BC), and were often
were fitted with ring shapes at one end so that the knives could be carried

conveniently on belts and straps.

Rai Stones

The largest form of currency in the ancient world was known as the “Rai
Stone”. These gargantuan stones, pictured above, were carved from a single piece
of limestone. They each had a signature hole in the middle, measured up to 12 feet
across, and weighed over 8 tons. Each Rai stone a story of its own that determined
its value. Since the creation of each was such a massive undertaking, the difficulty
experienced along the way would increase the value of the stone.

The villagers risked their lives canoeing to a neighboring island where
limestone could be found. Then the disks had to be carved and painstakingly

carried back to the village (again, via canoe). One of the canoes sank once, and the
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stone that was lost was still a part of the economy. They just recognized the stone

as being out in the ocean and “ownership” of it changed. None of the stones ever

actually moved since they were so heavy. They just acquired a new owner and

remained in the same location.

If a villager died in the process of carving or transporting the stone, which

was not uncommon, its value increased. Because of the significant amount of time

and effort put into each stone, transfers from one villager to the next could only be

done following an elaborate ceremony.

https://listverse.com/2013/06/21/10-strange-forms-of-ancient-currency-2/

Exercise 3. Now match the pictures with the descriptions of the banknotes.

1. Faroe Islands (Crowns)

2. New Zealand (Dollars)

:} WEvE R e Of ———Wm"&
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4, Canada (Dollars

7. Bank of Scotland 50

>-‘..an32

The International Bank Note Society awards the ‘The Banknote of the Year’.

This note won it in 2010. It was chosen for its attractiveness and interesting

security features. The designers wanted to show the fauna, flora, and sights of the

country. It shows a bluebird, Dockyard Tower and Statue of Neptune.

B
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This note received a prestigious award ‘The Banknote of the Year’ in 2013.
It has nice warm yellow and orange colours and it is shows modern Kazak Eli
monument on one side and petroglyphic drawings of warriors on the other. Notes
from this country were awarded three times in a row.

C

Okay, maybe it’s not that beautiful, but the asymmetrical design is
interesting. These islands, about halfway between lIceland and Norway, have a
bleak windswept beauty, and the people have great character. You have to love a
place that puts a crab on its money.

D

Another ‘Banknote of the Year’ winner. This banknote is bigger than usual
and shows Sir Walter Scott, a famous writer on top and an impressive machine on
the other. The wheel is a lift for boats that flows on canals in the country. The
writing on this side is minimal to create even more impressive effect.

E

These islands are still in the middle of nowhere, halfway between New
Zealand and Hawai without the crowds of tourists to spoil the place. Maybe that is
why the woman is so calm and happy even when she’s riding a giant shark. Come
to think of it even the shark looks happy.

F

It is only natural that a country with almost 101,000 km long coastline will
choose the sea as a theme for its new banknotes. The new notes will be issued in
2017 and perhaps this innovative design will find its way into the wallets of these
sea loving people.

G

Sir Edmund Hillary who at 33 was the first man on the top of Mt Everest is
portrayed with weather-crinkled eyes and windswept hair. His original job was,
surprisingly, a beekeeper. The new improved version of this note became the ‘The
Banknote of the Year’ in 2015.

H
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The verse on this baknote comes from a short story and reads: “The winters
of my childhood were long, long seasons. We lived in three places - the school, the

church and the skating rink - but our real life was on the skating rink.”

Exercise 4. Complete each sentence with the appropriate currency-related word
or phrase from the word bank.
Word Bank: exchange rate, currency, inflation, devaluation, forex, reserve
currency, conversion, pegged, fiat currency, cryptocurrency
1.  The___ ofacountry determines how much its money is worth
relative to other currencies.
2. The U.S. dollar is often considered the world’s leading
3. occurs when a government lowers the value of its currency
compared to others.
4, Many investors trade foreign currenciesinthe _ market.
5. Bitcoin isanexample ofa__ that operates independently of
central banks.
6. Some countries have their currencies _ to the U.S. dollar to
stabilize their economy.
7. When traveling abroad, tourists often need to calculate the

between their home currency and the local one.

8. A IS money that is not backed by a physical commodity like
gold.
Q. IS a general increase in prices, which can reduce the

purchasing power of a currency.

10. The process of changing one currency into another is known as

Exercise 5. Choose the correct answer for each question.
1. What is the term for the global marketplace for buying and selling
currencies?

a) Stock market
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b) Forex market

¢) Commodity market

d) Bond market

. Which currency is commonly used as a reserve currency by many countries?
a) Japanese yen

b) Euro

¢) U.S. dollar

d) Swiss franc

. What happens when a currency loses its value in comparison to others?
a) Revaluation

b) Devaluation

c) Appreciation

d) Inflation

. A currency that is not tied to a physical commodity is known as:
a) Commodity currency

b) Reserve currency

¢) Fiat currency

d) Cryptocurrency

. Which of the following is an example of a pegged currency?

a) Euro

b) British pound

¢) Hong Kong dollar

d) Canadian dollar

. What do you call the value of one currency compared to another?
a) Interest rate

b) Inflation rate

¢) Exchange rate

d) Conversion rate

. If a central bank increases the money supply, it may lead to:

a) Inflation
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b) Deflation
¢) Stabilization
d) Revaluation
8. The euro is the official currency of:
a) Canada
b) United Kingdom
¢) European Union
d) Switzerland
9. What is a digital currency secured by cryptography called?
a) Fiat currency
b) Cryptocurrency
¢) Reserve currency
d) Commaodity currency
10.A currency crisis often results in:
a) Strengthening of the currency
b) A stable exchange rate
c¢) Massive devaluation

d) Increased purchasing power

Exercise 6. Match the terms with their correct definitions.

=

Currency Pair

Hedging

Appreciation

Spot Rate
Hyperinflation

Forex Reserves
Floating Exchange Rate

Base Currency

© © N o g &~ w N

Depreciation

|
©

Remittance
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Definitions:

a) Sending money across borders, often by migrant workers to their home country.
b) The currency listed first in a currency pair.

c¢) A rapid and uncontrollable increase in prices, often due to excessive money
supply.

d) A strategy to minimize financial risk caused by currency fluctuations.

e) The official value at which one currency can be exchanged for another.

f) A system where the value of a currency is determined by market forces.

g) A situation where a currency gains value relative to others.

h) The loss of value of a currency in the foreign exchange market.

1) National savings of foreign currencies used to stabilize the local currency.

J) A pair of currencies being traded, such as EUR/USD.

Exercise 7. State whether each statement is true or false.
1.  The exchange rate of a pegged currency fluctuates based on market
demand.
The Swiss franc is considered a safe-haven currency.
Hyperinflation typically occurs in countries with stable economies.
Forex trading occurs on centralized exchanges like the stock market.

Cryptocurrencies are controlled by central banks.

o a0 k~ w D

A reserve currency is held in significant quantities by central banks for
foreign trade.

7. When the value of the U.S. dollar increases, imports to the U.S.
become cheaper.

8. Fiat currencies have intrinsic value because they are backed by
physical commodities.

9.  The euro is used by all members of the European Union.

10. Devaluation is a deliberate decision made by a government or central
bank.
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GRAMMAR REVISION

to be+ past participle

Active Voice

Passive Voice

Present Simple

| keep all financial records in
the office.

All financial records are kept
in the office.

Past Simple

Mary kept the client
database updated.

The client database was kept
updated by Mary.

Future Simple

Mark will keep the financial
reports ready.

The financial reports will be
kept ready.

Present Continuous

John is keeping the meeting
minutes organized.

The meeting minutes are being
kept organized.

Past Continuous

The assistant was keeping a
seat for the investor.

A seat was being kept for the
investor.

Present Perfect

| have kept the invoices for
auditing.

The invoices have been kept
for auditing.

Past Perfect

He had kept up his
networking efforts for
months.

His networking efforts had
been kept up for months.

Present Infinitive

She wants to keep the
marketing strategy
confidential.

The marketing strategy is to be
kept confidential.

Perfect Infinitive

She was glad to have signed
the partnership agreement on
time.

The CEO was relieved for the
contract to have been signed
before the deadline.

Gerund

He likes people keeping
deadlines in the office.

He likes deadlines being kept
in the office.

Perfect Participle &
Gerund

Having kept the business
plan secret, Jade impressed
the board.

The business plan, having
been kept secret, impressed
the board.

Modals + be + p.p.

You should keep all client
data secure.

All client data should be kept
secure.
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We use the Passive:

» when the agent is unknown, unimportant, or obvious from the context. The
guests had been invited to the business conference.

» when we are interested more in the action than the person who carries it out,
in news reports, formal notices, instructions, processes, headlines, advertisements,
etc. Such issues are discussed at our meetings.

* to make statements more formal or polite. The contract has been signed.

« to emphasize the agent. The contract has been signed by both parties.

EXERCISES

Exercise 1. ldentify which sentence is in the passive voice:
Question 1:

A) The bank issued a new series of coins.

B) Exchange rates are influenced by global demand.

C) Investors monitor changes in the foreign exchange market.

D) Tourists exchanged dollars for yen at the airport.
Question 2:

A) The central bank raised interest rates.

B) The dollar is widely accepted in international transactions.

C) Cryptocurrency values rise and fall unpredictably.

D) The financial advisor suggested a currency diversification strategy.
Question 3:

A) Banknotes are printed by the central authority.

B) Traders analyze fluctuations in the market.

C) The government introduced a new digital currency.

D) Economists predict inflation will rise.
Question 4:

A) The pound sterling is exchanged at airports worldwide.
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B) Economists frequently study the effects of inflation.
C) The bank devalued the currency to boost exports.

D) Citizens use the euro for daily transactions in Europe.

Question 5:

A) The currency was designed with new security features.
B) Merchants across Europe use the euro for trade.
C) The central bank held a press conference yesterday.

D) The government announced plans for a currency reform.

Question 6:

A) Inflation impacts the purchasing power of money.
B) Exchange rates are determined by the market.
C) People convert their currencies during travel.

D) The government is considering issuing a new coin.

Question 7:

A) Gold reserves back some national currencies.
B) The dollar is used for international transactions.
C) Cryptocurrencies are mined using blockchain technology.

D) Traders evaluate risks before investing.

Question 8:

A) The bank raised the interest rate to strengthen the currency.
B) Inflation was caused by an increase in the money supply.
C) Tourists often prefer using credit cards abroad.

D) The government plans to replace paper notes with plastic notes.

Question 9:

A) Exchange rates fluctuate based on supply and demand.
B) The new currency design was unveiled last week.
C) Travelers purchase local currency at exchange counters.

D) Economists recommend diversifying investments.

Question 10:

A) The bank reduced the reserve requirement to increase liquidity.
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B) Banknotes are distributed by the central authority.
C) Citizens use cashless transactions in urban areas.

D) Investors speculate on the value of digital currencies.

Exercise 2. Complete the sentences using the correct form of the passive voice
and the currency-related term from the box.
(issued, exchanged, counterfeit, converted, minted, withdrawn, deposited, traded,

valued, collected)

1. The new banknotes by the central bank last month.

2. Coins are from precious metals like gold and silver.

3. Foreign currency can be at the airport’s exchange counter.

4. A rare coin was recently at $10,000 during an auction.

5. This fake currency by police during a raid.

6. Large amounts of cash should always be in a secure account.
7. Travelers’ checks widely in most countries.

8. Old notes out of circulation and replaced with new designs.
9. The stolen money into cryptocurrency to avoid detection.
10.Ancient coins by collectors as valuable artifacts.

Exercise 3. Rewrite the sentences in the passive voice.
1. The bank issues new $100 bills every year.
They have withdrawn $1,000 from my account.
The cashier exchanged euros for dollars at the counter.
The government will introduce a new currency next year.
Someone stole all the money from the safe.
The central bank is printing a limited number of commemorative coins.
They are valuing the old currency notes for an auction.
The company donated $500,000 to charity.
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The system converts foreign currency into local currency automatically.

10.Thieves have been forging high-value banknotes recently.
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Exercise 4. Choose the correct option to complete each sentence.

1. The new banknotes (is being/are being/has been) printed by the
government.
2. Counterfeit money (was discovered/discovering/discovers) in

circulation last week.

3. Coins (are being minted/minted/are mint) for the upcoming
holiday.

4. This rare currency (values/was valued/was valuing) at over $2,000.

5. A new cryptocurrency (has introduced/is introduced/has been

introduced) recently.

6. Old coins (were deposited/are collected/collecting) by enthusiasts
worldwide.
7. The funds (will be withdrawn/withdrawn/were withdrawing) from

the account tomorrow.
8. The foreign currency (was converted/convert/is converted) into

local currency by the app.

9. New safety features (add/are added/are being added) to the
banknotes.

10.A large amount of money (has been stolen/stolen/steals) from the
vault.

Exercise 5. Rewrite the sentences in the opposite voice:
1. The yen is traded extensively on global markets.
. The bank lowered interest rates last quarter.

. Foreign exchange reserves are maintained by the central bank.

. Exchange rates are determined by fluctuations in supply and demand.

2

3

4. Tourists frequently carry local currency when traveling abroad.

5

6. The government announced a new policy to regulate cryptocurrencies.
2

. Digital currencies are mined by using blockchain technology.
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8. The euro is widely used across Europe for daily transactions.
9. The financial institution has been accused of manipulating exchange rates.

10.A new digital payment system was introduced by the bank last year.

Exercise 6. Match the sentences with their explanations about currency-related
actions.
1. The counterfeit bills were discovered by the cashier.
2. The old notes were withdrawn from circulation.
3. The rare coin was valued at $5,000.
4. Euros were exchanged for dollars.
5. The funds were deposited into a savings account.
Explanations:
a. Money was placed into a bank account for safekeeping.
b. The currency was appraised for its worth.
c. Fake money was detected.
d. The currency was swapped for a different type.

e. Obsolete banknotes were removed from use.

Exercise 7. Each sentence contains an error. Identify and correct it.
1. The banknote were issued by the central bank last week.
. The funds was withdrawn from the account this morning.
. Coins is minted from durable metals like nickel and copper.

. Fake currency are often used in illegal transactions.

2
3
4
5. Arrare coin has valued at $1,000 during the auction.
6. Euros were exchanges for pounds at the airport.

7. A commemorative coin is being design for the event.

8. The money has been stole from the bank vault.

9. An alert was send by the authorities regarding counterfeit bills.

10.A large amount of cash was deposited by the customers yesterday.
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Exercise 8. Answer the following questions in passive voice.

1.
. What happens to old currency notes when they are no longer in use?

How are new banknotes issued in your country?

2
3. How are counterfeit bills detected in banks?

4,

5. How are foreign currencies exchanged at the airport?

What precautions are taken to ensure currency is not forged?
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The use of gold as a means of exchange, payment, and the measure of
value dates back centuries ago, however, the establishment of the gold standard in
official terms began around 1819 as a result of laws passed by the British
Parliament referred to as the Resumption Act. The gold standard was eventually
suspended in 1914 during the 1st World War and re-instituted from 1918-1939. In
the post World War Il period, the Bretton Woods agreement led to the
establishment of the fixed exchange rate system, which lasted from 1946-1973.

The Bretton Woods system was established in 1944 with 44 countries
participating in the conference. The Bretton Woods system was created an
international monetary structure that maintained international financial stability.
The Bretton Woods system focused on establishing standards for regulating
exchange rates, a process for measuring and reporting national accounts or
balance-of-payments, as well as stabilizing international reserves.

The Bretton Woods Conference led to the formation of two important
International institutions that still play a vital role in today’s world economy,
which are the International Monetary Fund (IMF) and the International Bank for
Reconstruction and Development, what is presently the World Bank:

= International Monetary Fund (IMF) - An institution that was
founded at the Bretton Woods conference in 1944 and lends money to
countries facing large national deficits. The IMF also oversees the foreign

exchange rate system and provides research and advisory services for member
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countries in the areas of monetary economics and international finance. The
IMF is located in Washington, D.C.

= International Bank for Reconstruction and Development (IBRD)
"World Bank' — Founded in 1944, this institution is responsible for lending
money to developing countries. It was originally intended to finance both
reconstruction from World War Il and development projects in developing
countries. The "World Bank™ also conducts research and provides advice on
the topic of development economics. The World Bank is also located in
Washington, D.C.

International finance encompasses the study of international monetary
economics, which involve the interaction of international transactions. These
transactions consist of factors, such as national income, money and prices.

The international monetary system is made up of institutions, international
organizations, governments, and private economic entities that all participate in
the exchange of financial assets worldwide.

Balance of payments accounting is an important component to examining
international finance and international financial flows. The balance of payment
accounts is the accounting system for all international commercial and financial
transactions of an individual country. The balance of payments is divided into three
separate accounts, the current account, capital account, and the financial
account. A description of each balance of payment account is provided below:

= Current Account— A record of transactions in goods, services,
investments income, and unilateral transfers between residents of a country
and the rest of the world. It tracks the flow of goods and services into and out
of the country.

= Capital Account— A record of transactions in highly specialized
financial assets and liabilities between the residents of a nation and the rest of
the world. The capital account records the flow of financial capital and other

assets.
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= Financial Account— Part of the balance of payments that tracks

capital flows between a national economy and the rest of the world.

VOCABULARY
exchange — oomiH
payment — miaTix
measure of value — mipa BaprocrTi
establishment — 3acnyBanus
resumption — BiTHOBJICHHS
suspend — THMYacOBO MPHUIUHSITH
fixed exchange rate system — cucrema ikcoBaHUX BaITFOTHUX KypCiB

national account / balance-of-payments — miarikuuii 6anaHc
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play a vital role — BigirpaBaTu iCTOTHY pOJIb

10.International Monetary Fund — MixkaapoaHuii BaarOTHHE (GOH/

11.oversee — Harisigat

12.research — gocimxeHHs

13.advisory — services KoHCy/bTaIliiHi TOCIyT |

14.International Bank for Reconstruction and Development — MixkunapoaHmii
0aHK PEKOHCTPYKIIii Ta PO3BUTKY

15.responsible — BignmoBimanbHui

16.international transactions — mi>xHapoHi oreparii

17.national income — HarioHAJILHUI TOXI

18.entity — cy0’exT; ropuauvHa 0coda

19.financial assets — ¢inancoBi aKkTHBU

20.current account — mMOTOYHMIA TUIATDKHUM OallaHC; PaxyHOK TOTOYHHX
ormepariii

21.capital account — paxyHOK pyXy KaImitaiiB

22.financial account — ¢inancoBuii paxyHOK

23.unilateral transfer — ogHOCTOpOHHIM TIEpeKa3

24.track — BifgcTEeXKYyBaTH
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25.flow of goods and services — moTik ToBapiB Ta MOCIIyT
26.liabilities — 30008’ s13aHHs

27.capital flows — nmoroku kamitary

EXERCISES
Exercise 1. Join the expressions and their Ukrainian equivalents.
1) financial assets a) cucrtemMa (PIKCOBAaHMX BATFOTHHX
KypciB
2) international transactions b) pinancoBuii paxyHOK
3) fixed exchange rate system C) paxyHOK IMOTOYHHUX OTeparliit
4) capital account d) HarioHaIBHMI 10X/
5) financial account €) MOTOKH KaImiTaay
6) unilateral transfer f) MibxHapoaHi onepartii
7) current account Q) TIaTLHKHKEA OaaHc
8) national account h) ogHOCTOpOHHIM ITEpeKa3
9) capital flows 1) biHaHCOBI aKTHBHU
10) national income J) paxyHOK pyxy KariTajiB

Exercise 2. Fill the gaps with a correct preposition.

The use of gold as a means 1)  exchange, payment, and the measure
2)  value dates back centuries ago, however the establishment of the gold
standard 3)  official terms began around 1819 as a result of laws passed by the
British Parliament referred to as the Resumption Act. The gold standard was
eventually suspended 4) 1914 5)  the 1st World War and re-instituted from
1918-1939. 6)  the post World War 11 period, the Bretton Woods agreement led
7) ___ the establishment of the fixed exchange rate system, which lasted from
1946-1973.

The Bretton Woods system was established in 1944 with 44 countries

participating 8)  the conference. The Bretton Woods system was created an
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international monetary structure that maintained international financial stability.
The Bretton Woods system focused 9)__ establishing standards 10) __ regulating
exchange rates, a process 11)  measuring and reporting national accounts or
balance-of-payments, as well as stabilizing international reserves.

The Bretton Woods Conference led to the formation of two important
international institutions that still play a vital role 12)  today’s world economy,
which are the International Monetary Fund (IMF) and the International Bank

13)__ Reconstruction and Development, what is presently the World Bank.

Exercise 3. Fill the gaps with the words listed below.

payments transactions world organizations goods financial monetary
income country entities

International finance encompasses the study of international 1)
economics, which involve the interaction of international 2) . They consist of
factors, such as national 3) _ , money and prices.

The international monetary system is made up of institutions, international
4) | governments, and private economic 5)  that all participate in the
exchange of financial assets worldwide.

Balance of 6)  accounting is an important component to examining
international finance and international 7) _ flows. The balance of payment
accounts is the accounting system for all international commercial and financial
transactions of an individual 8) . The balance of payments is divided into
three separate accounts, the current account, capital account, and the financial
account. A description of each balance of payment account is provided below:

= Current Account- A record of transactions in 9) | services,
investments income, and unilateral transfers between residents of a country and
the rest of the world. It tracks the flow of goods and services into and out of the
country.

= Capital Account- A record of transactions in highly specialized

financial assets and liabilities between the residents of a nation and the rest of
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the 10) . The capital account records the flow of financial capital and
other assets.
= Financial Account - Part of the balance of payments that tracks capital

flows between a national economy and the rest of the world.

Exercise 4. Answer the questions, according to the text.

1. When did the establishment of the gold standard in official terms begin?
2. What was the Bretton Woods system characterized by?

3. Which two international institutions were established at the Bretton

Woods Conference?

B

What does international finance study?

o

What are the members of the international monetary system?

o

What is the balance of payments divided into?

TOP!
INTERNATIONAL FINANCE

International finance (also referred to as international monetary
economics or international  macroeconomics) is the branch of financial
economics broadly concerned with monetary and macroeconomic interrelations
between two or more countries. International finance examines the dynamics of
the global financial system, international monetary systems, balance of
payments, exchange rates, and foreign direct investment, and how these topics
relate to international trade.

Sometimes referred to as multinational finance, international finance is
additionally concerned with matters of international financial management.

Investors and multinational corporations must assess and manage international
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risks such as political risk and foreign exchange risk, including transaction
exposure, economic exposure, and translation exposure.

Some examples of key concepts within international finance are
the Mundell-Fleming model, the optimum currency area theory, purchasing power
parity, interest rate parity, and the international Fisher effect. Whereas the study of
international trade makes use of mostly microeconomic concepts, international
finance research investigates predominantly macroeconomic concepts.

One of the main concerns of the international finance is the global financial
system. It is the worldwide framework of legal agreements, institutions, and both
formal and informal economic actors that together facilitate international flows
of financial capital for purposes of investment and trade financing. Since emerging
in the late 19th century during the first modern wave of economic globalization, its
evolution is marked by the establishment of central banks, multilateral treaties,
and intergovernmental organizations aimed at improving the transparency,
regulation, and effectiveness of international markets.

A country’s decision to operate an open economy and globalize its financial
capital carries monetary implications captured by the balance of payments. It also
renders exposure to risks in international finance, such as political deterioration,
regulatory changes, foreign exchange controls, and legal uncertainties for property
rights and investments. Both individuals and groups may participate in the global
financial system. Consumers and international businesses undertake consumption,
production, and investment. Governments and intergovernmental bodies act as
purveyors of international trade, economic development, and crisis management.
Regulatory bodies establish financial regulations and legal procedures, while
independent bodies facilitate industry supervision. Research institutes and other
associations analyze data, publish reports and policy briefs, and host public
discourse on global financial affairs.

While the global financial system is edging toward greater stability,
governments must deal with differing regional or national needs. Some nations are

trying to orderly discontinue unconventional monetary policies installed to
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cultivate recovery, while others are expanding their scope and scale. Emerging
market policymakers face a challenge of precision as they must carefully institute
sustainable macroeconomic policies during extraordinary market sensitivity
without provoking investors to retreat their capital to stronger markets. Nations’
inability to align interests and achieve international consensus on matters such as

banking regulation has perpetuated the risk of future global financial catastrophes.

DIALOGUES
Dialogue 1

A: There’s been a lot of talk lately about financial engineering and what role
it may have played in the Greek debt crisis. There are even claims that Goldman
Sachs may face legal action from Greece over certain complex financial deals
made back in 2001, when the Maastricht Treaty required all eurozone members to
show improvements in public finances. Can you explain how such deals work?

B: I’ve not seen the original deal document so | don’t know exactly how any
deal with Goldman was done, but | can speak to the very basic principle as well as
the rules that surround those types of transactions — at least those that are
supposed to be followed. There’s a whole class of transactions called “off market”
transactions. I’m not sure that this was the exact mechanism that was used, but it’s
useful to talk about it in terms of principle.

A: How are these deals viewed in the industry? Why are they suspicious?

B: When | was working on the trading floor and | was head of risk
management for Chemical Bank worldwide, the rules were that you can’t enter into
these transactions. They were frowned upon because they create reputational risks
for the bank. The basic principle of them is almost always unethical. The idea is to
take advantage of an accounting rule in order to fool somebody. Somebody is
being fooled — maybe it’s a corporation fooling its shareholders. Maybe you’re
fooling your creditors. If it’s a country, maybe you’re fooling your citizens. Or

maybe you’re fooling the other people in the European Union.
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The essence of this transaction is a fraud. So | don’t think in the Greek case
they were 100 percent prohibited, but certainly it’s the sort of thing where if | had
to deal with the Federal Reserve toward the end of my career, | would be worried
because it doesn’t look good. One of the things the examiners ask for is, what is
your policy with respect to these things? It’s just not a good idea.

A: So this unethical approach was actually used in Greece in 2001?

B: Yes. It was done in order to meet the budget shortfall requirements to
enable Greece to enter into the euro. | think Italy actually did something similar,
but | don’t know the details. The basic idea was an accounting fudge. What that
means is that in effect the public really may not be prepared — even at that point
— to make all of the compromises to sovereignty that were required in order to
join the euro. To be part of the euro, you’ve got to be a lot like everybody else, and
a lot like everybody else wants you to be. Of course, there is a bit of a double
standard because shortly after Greece joined, | think both France and Germany
broke the rules in terms of their deficit, but let’s leave that aside for the moment.

A: At the very least, it does not seem to do credit to the reputation of the
bank that participates.

B: Absolutely not. That’s specifically why these things as a rule are avoided.
I wouldn’t be surprised if they’re outright prohibited now. They should be.

A: Is part of the problem that we don’t have sufficient international rules to
deal with this financial engineering?

B: Yes. | think there should be accounting rules which prohibit this sort of
thing at an international level. Greece isn’t the only example. | think there was an
Indonesian bank where currency losses were hidden for years and years through
these types of transactions, using a specific case of off market transactions and
historic rate rollovers to defer losses repeatedly.

| think the real issue is not only the off market transaction in isolation, but
also the accounting standards which allow them to take place. In other words,
there’s no economic substance to these transactions. Ordinarily, the purpose of a

derivative is to hedge some kind of a risk or possibly to speculate, if you will, on
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some kind of price movement. To use a derivative in order to achieve an
accounting result and move a profit or a loss from one period to another — there’s
just no economic substance to it. There’s no reason that people who read financial
statements ought to be misled by that. But the auditors should have known better
and the accounting rules should not have allowed it. The financial intermediaries,
frankly, should have said that this is unethical. Just like corporate accounts, public
accounts need to be transparent and they need to follow basic rules in order to

make them comparable across countries.

Dialogue 2

A: There is a lot of discussions with international financial organizations
concerning the Ukrainian debt. What do you think are the main reasons of such a
complicated situation of Ukrainian external debt ?

B: I don’t think that any sovereign debt restructuring is easy. And | don’t
think that any country likes to be in the position that we’re in. The one thing I can
say is that this situation is created primarily by not a country’s willingness to pay
or a country’s financial situation but by a very, very unexpected and very difficult
war on top of the complications of the economy.

A: So what is IMF preparing for Ukraine?

B: The IMF Chief Madame Lagarde announced a $40 billion package for
Ukraine; that $40 billion is three pieces. It’s $17-and-a-half billion over four years
from the IMF of which we received the first $5 billion tranche after meeting prior
actions, the conditionality in the agreement for the first tranche. That $5 billion,
just to give you a sense, doubled our reserves at the central bank. That’s how low a
level of central bank reserves we had prior to the agreement.

The second part of this is $7-and-a-half, $8 billion of bilateral, multi-lateral
support from the United States, from the E.U., from Canada, from Poland,
Germany, Sweden has now come to the table with bilateral support, also multi-

lateral so the European Investment Bank, the European Bank for Reconstruction
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and Development, and the World Bank. That money is more one-year, 18-month
money commitments.

And then the final piece is the debt restructuring which is $15 billion, $15.3
billion in what we are supposed to achieve in savings over the period of the
program, or over four years.

A: It seems to me this restructuring is going to be complicated for Ukraine
given the amounts of public sector sovereign debt that you have, quasi-sovereign
and state guaranteed.

B: That’s right. It’s going to require a combination of both maturity
extensions, coupon reductions and principle reductions. And it’s something that’s
going to have to give us not just balance of payment support, but we’re going to
have to try and build our medium-term debt sustainability back over time to
become a healthy economy and restore growth.

A: How are the creditors acting towards Ukraine? Is it given any
indulgence?

B: Now we’re in a collaborative process with our creditors. | came to meet
with creditors on the West Coast, East Coast and then I’ll be in London next week,
to talk to them, to our largest creditors because we want to do this in a
collaborative way. We want to do this in a way where we can try and build a vision
as to how Ukraine moves forward together.

And | think so far we’ve gotten a reasonably good sense that everyone is
supportive and understanding. | think the hard thing for everyone is to understand
what kind of shocks remain in the system. So you can take the IMF program and
you have a baseline forecast for what it looks like but you can imagine how hard it
Is to predict how close we’ll be to that baseline forecast if there are external
shocks, if the very fragile ceasefire doesn’t hold, if there are exchange rate shocks,
if there’s a banking crisis, if, if, and if,

So | think there are a lot of pieces to the puzzle that are just not predictable
and that’s the hard part because everyone wants to look forward to peace, growth,

but how we get there and when we get there is more complicated.
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TOPICAL VOCABULARY
1) branch — ramy3s
2) interrelation — B3a€MOBITHOIIICHHS; CITIBBITHOIIICHHS; B3a€EMO3B’ 130K
3) examine — KoCIiKyBaTh
4) balance of payments — mnatixkuuii 6azaHc
5) exchange rate — BamoTHHI KypC
6) foreign direct investment — npsiMi iHO3eMH1 IHBECTHIIIT
7) multinational corporation — 6araronaiioHajabHa KOpHoparlis
8) assess — oIiHIBaTH
9) transaction — oneparris
10) translation exposure — CXHJIBHICTh 10 KYPCOBOTO PU3UKY
11) purchasing power parity — mapuTeT KymiBeJIbHOT CIPOMOMXHOCTI
12) whereas — tomi sx
13) framework — crpykTypa
14) multilateral treaty — 6ararocTopoHHiii ZOTOBIp
15) intergovernmental organization — MixkypsiioBa oprasizartis
16) aim — 1) minutu(cs) (Ha, B - at); 2) mparuyTH; HaMaraTUCS
17) transparency — mpo3opicTb
18) operate — 1) misTh; mpamoBaTH 2) NPUBOAUTH B pPyX 3) KepyBartH,
3aBiyBaTH
19) implication — migrekcr
20) deterioration — moripmeHHs
21) uncertainty — HeBiTOMICTh, HENIEBHICTh, HCBU3HAYCHICTD
22) property rights — maiinoBi nmpaBa
23) investment — iHBecTyBaHHS, BKJIaJJaHHS KaIliTaJTy; IHBECTHIIIT
24) consumer — crioxuBay
25) undertake — 1) mounHaTH, Opatucs; 2) 3000B’I3yBaTUCS
26) consumption — criosKMBaHHS

27) purveyor mocradaJbHUK
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28)
29)
30)
31)
32)

facilitate — monermyBatu; mormomaraTu; MpOCyBaTH; CIPUITH
supervision — Harsa

brief — mizcymoxk

discontinue — mpunuHATH

unconventional — 1m0 He IOTPUMYETHCS YMOBHOCTEW; HEUIAOJIOHHMIA;

HETpaaUIIHHUMA

33)
34)
35)
36)
37)
38)
39)
40)
41)

cultivate — po3BuBaTH

recovery — eKOHOMIYHe MOKBaBJICHHS

emerging — market puHOK KpaiHH 3 MepPeXiJHOK EKOHOMIKOIO
precision — TOYHICTh; YiTKICTh

market sensitivity — yyTiuBiCTh pUHKY

perpetuate — yBiuHIOBaTH

monetary system — rpoiosa cucrema

foreign exchange risk — BamoTHHI pU3HK

interest rate — mporeHTHA CTaBKa

EXERCISES

Exercise 1. Choose the correct answer.

1. What is the term for the difference between a country’s total exports and total

imports?

a)
b)
c)
d)

Inflation
Balance of Trade
Gross Domestic Product

Currency Depreciation

2. What is the name of the international institution that provides loans to

developing countries for development projects?

a)
b)
c)
d)

International Monetary Fund (IMF)
World Trade Organization (WTO)
World Bank

European Central Bank (ECB)
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3. What does “exchange rate” mean?
a) The interest rate set by central banks
b) The price of one country's currency in terms of another
c) The fee charged for financial transactions
d) The cost of trading stocks internationally
4. What does “foreign direct investment (FDI)” refer to?
a) The purchase of stocks by international investors
b) Investments made by a company in another country
¢) Loans provided by international banks
d) The movement of goods across borders
5. A “trade deficit” occurs when:
a) Exports exceed imports
b) Imports exceed exports
c) Both exports and imports are equal
d) Currency value decreases
6. Which term refers to the rise in prices over time, decreasing the purchasing
power of money?
a) Deflation
b) Inflation
c) Stagflation
d) Revaluation
7. What is a “sovereign debt”?
a) Debt owed by an individual
b) Debt owed by a corporation
c) Debt issued or guaranteed by a national government
d) Debt held by international banks
8. The International Monetary Fund (IMF) is primarily responsible for:
a) Issuing global currencies
b) Monitoring global financial stability and offering emergency loans

¢) Regulating international trade agreements

92



d) Managing private investments
9. What does “capital flow” refer to?
a) Movement of goods and services across borders
b) Movement of money for investment or trade across countries
c) A government’s budget allocations
d) The profits generated from a business
10. What is “currency appreciation”?
a) A decrease in the value of a currency compared to others
b) An increase in the value of a currency compared to others
c) A measure of a country's inflation

d) The removal of a fixed exchange rate system

Exercise 2. Match the financial terms to their definitions.
1. Tariff

Exchange Rate

Gross Domestic Product (GDP)

Foreign Direct Investment (FDI)

Inflation

Trade Deficit

Central Bank

Capital Flight

© © N o 0o &~ w D

Floating Currency
10. World Bank

Options:
A) The total value of all goods and services produced within a country
B) A fee imposed on imported goods
C) The institution responsible for managing a country’s monetary policy
D) The movement of large amounts of capital out of a country due to economic
instability

E) The price of one currency in terms of another
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F) Investments made by foreign companies or individuals in another country
G) An increase in the general price level of goods and services

H) A situation where imports exceed exports

I) A currency whose value is determined by supply and demand in the market

J) An international institution offering development assistance to countries

Exercise 3. Fill in the blank.

1. The oversees the stability of the euro and sets monetary policy

for the eurozone.

2. When investors fear an economic crisis, occurs, leading to

large amounts of money leaving a country.

3. occurs when a currency's value decreases relative to others,

making exports cheaper.

4. The provides emergency financial assistance to countries

facing balance-of-payments crises.

5. The measures the total output of an economy within its
borders.

6. refers to taxes imposed on imports to protect domestic
industries.

7. is the practice of one country investing directly in the

economy of another.

8. results in reduced purchasing power for consumers due to
rising prices.

9. A Is created when a government spends more than it earns in
revenue.

10.A allows its currency value to change based on the foreign

exchange market.

Exercise 4. Define if the following sentences are true or false.
1. The World Bank and the IMF are the same institution.
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2. A country with a trade surplus exports more than it imports.

3. Inflation leads to a decrease in the value of money over time.

4. Foreign direct investment (FDI) involves portfolio investments in a
country’s stock market.

5. A fixed exchange rate is determined by market forces of supply and

demand.

A tariff is a tax on imported goods.

Capital flight can destabilize a country's economy.

Sovereign debt is debt issued by corporations.

© o N o

Currency devaluation makes exports cheaper and imports more
expensive.
10.The International Monetary Fund (IMF) helps monitor global financial

stability.

Exercise 5. Translate the following sentences into English.

1. MixnHapoaHi ¢iHaHCH BHBYAIOTh JWHAMIKY TJI00anbHOi (piHAHCOBOI
CUCTEMH, MDKHAPOJHHX TPOIIOBUX CHCTEM, IUIATOKHUX OanaHciB, BaJIOTHUX
KypCiB, IPSIMHUX 1HO3EMHHUX 1HBECTHUIIIM.

2. InBecropu 1 TpaHCHAIIOHAJIBHI KOpIOparii TOBHWHHI OIlIHIOBATH
MDKHAPO/IHI PU3UKU . K MOJITHYHI, TaK 1 BAJTIOTHI.

3. llpuxiamamMu KIIOYOBUX TOHATH B cdepl MDKHApOAHUX (IHAHCIB €
Mozaenb Manaemna-@neMidra, Teopis ONTHUMAIbHUX BalIOTHUX 30H, IMAPUTET
KYIIBEJIbHOI CIIPOMOKHOCTI, MTAPUTET MPOIIEHTHUX CTaBOK, a TAKOX MDXHAPOIHUHN
edext Dimepa.

4. I'moGanpHa iHAHCOBA CUCTEMA — 1€ CYKYITHICTh MIKHAPOIHUX TPABOBUX
yrof, IHCTUTYTIB 1 (hOpMaATBHUX Ta HEPOPMATLHUX €KOHOMIYHHUX Cy0’ €KTIB, SIKi B
CYKYIHOCTI TIOJICTIIYIOTh MIKHAPOJHI MOTOKK (DiHAHCOBOTO KamiTanmy ISl IIiJieh

IHBECTHIIIH 1 TOPTOBOTO (PIHAHCYBAHHS.
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5. CTBOpeHHA LEHTpaldbHUX OaHKIB, 0araTOCTOPOHHIX JOrOBOpPIB 1
MDKYPSAJIOBUX OpraHi3aliil CnpsMOBaHE Ha MiIBUILEHHS IPO30POCTi, pEryIIOBaHHS
1 €pEeKTUBHOCTI MIXKHAPOIHUX PUHKIB.

6. I okpemMi ocobu, 1 rpynu MOXKYTh OpaTH ydacTb B r100anbHiil piHaHCOBIN
CUCTEMI.

/. HaykoBo-gocnmigHl 1HCTUTYTH Ta IHIII acoliamii aHali3yloTh [aHi,
nyOJiKyIOTh 3BITM 1 aHAJIITUYHI 3alMCKH, a TakKoX MPOBOJATh MyOJiuHe
00roBOpeHHS 3 r100aNbHUX (PIHAHCOBUX MUTAHb.

8. Ilomitukm KpaiH, IO PO3BUBAIOTHCS, MOBUHHI OOEPEHKHO TMPOBOJIUTHU
aHTUIHQIAIAHY MAaKPOCKOHOMIUHY TOJIITUKY.

9. BukopucTtaHHs 30J0Ta K 3aco0y OOMiHy, IUIaTeXy 1 MIpH BapTOCTi
noyayiocsi 6araTo CTOJITh TOMY.

10. ¥V mepion micns [pyroi csiToBoi BiitHM, bperron-Byaceka yroaa
npu3Besia 0 CTBOPEHHS CUCTEMH (PIKCOBAHOTO BAJIOTHOIO KYypCy, fIKa TpHBaJsa 3

1946 no 1973 pik.

HAVE FUN!

How do you think this cartoon illustrates the financial crisis?

BALK IN THE'QODS,..

HeY YALL -
How'o You
LIKE TOBLY

A HOUGE?

BOY! WE'D p
BETTER NOT HEY YALL, =3
HOW'D YOU LIKE |/




GRAMMAR REVISION

NOUN. SINGULAR/PLURAL
NOUN-VERB AGREEMENT

In general the plural of a noun is
formed by adding -s to the noun:

car — cars; book — books; bird —birds.

When the noun ends ins, sh, ch,
X or z, we add -es to the noun:

kiss — Kkisses; wish — wishes; match -
matches; fox — foxes; quiz — quizzes

When the noun ends in a vowel + vy,
we add -s to the noun:

boy — boys; holiday — holidays; boy —
boys; key — keys.

in
the

When  the noun ends
a consonant +y we add -ies to
noun:

family — families; cry —cries; story —
stories.

If the noun ends in f or fe we d -ves to
the noun:

life —lives; wife —wives; shelf
shelves.

BUT: roof — roofs, cliff — cliffs, chief —
chiefs, handkerchief — handkerchiefs,
kerchief — kerchiefs, belief — beliefs,
chef —chefs, safe —safes; giraffe —

giraffes.

ends in
normally add -

If the noun
a consonant + o we
es to the noun:

tomato — tomatoes;
echo — echoes.

BUT: volcano, buffalo,  mosquito,
zero, flamingo, tornado has two forms

potato — potatoes;

of  plural: volcanos and volcanoes are
accepted.
If the noun ends in a vowel + o, studio — studios; radio — radios; zoo —
double o, abbreviations, musical z00s; photo — photos; kilo —

instruments, proper
normally add -s to the noun:

names we

kilos; memo — memos; piano — pianos,
Eskimo — Eskimos.

Irregular nouns that don't follow
these rules:

man — men; woman —women; child —
children; goose —geese; foot — feet;
mouse — mice; tooth — teeth.

There are nouns in English that are
the same singular and plural forms:

sheep — sheep; deer — deer; fish —fish;
MOoose — moose; aircraft — aircraft.
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Some nouns of Greek and Latin| crisis — crises; phenomenon -
origin form plural according to the| phenomena; datum —data; medium —

rules of Greek and Latin: media; cactus — cacti; fungus — fungi.
Compound nouns form their plurall ball game — ball games; BUT: mother-
by adding -s: in-law — mothers-in-law.

We use singular verb forms with uncountable nouns:

food: flour, butter, salt, sugar, cheese, meat, chocolate;

liquids: coffee, milk, water, oil, petrol;

materials: crystal, wood, glass, china, silver;

abstract nouns: knowledge, wisdom, information, love, justice, freedom;

others: research, luggage, baggage, hair, behavior, advice, news,
fun, accommodation, education, equipment, rubbish,
furniture, crockery, cutlery, money, machinery, etc.

I To refer to a specific amount of an uncountable noun, we can use the
following: a piece of  news/music/information; a  glass/bottle of
water/lemonade; a jar of jam/honey; a packet of rice/sugar; a loaf/slice of
bread/cheese; a drop of water/oil, etc.

We use plural verb forms with:

e nouns such as: clothes, people, police, stairs, (good) looks, surroundings,
outskirts, premises, earnings, wages, cattle, poultry, goods, odds, proceeds,
contents, etc.

* nouns which refer to objects which consist of two parts such as: trousers,
binoculars, shorts, shoes, gloves, tights, glasses, earrings, socks, scissors, etc.

We use a couple of, several, (a) few/many, a (good) large/great number of,
both with countable nouns: A great number of children were playing in the
park. NOTE: few = almost none; a few = a small number, not many.

We use (too) much, (a) little, a great/good deal of, a small/large amount/quantity
of with uncountable nouns: A large amount of money was paidto buy a
car. NOTE: little = almost none; a little = not much.

We use a lot of, lots of, (hardly) any, some, no, plenty of with both uncountable
and countable nouns: There is no milk in the jug. You need plenty of onions to
make French onion soup.

"' When a phrase comes between the subject and the verb, the verb still

agrees with the subject: The student, as well as the committee members, is
excited. The student with all the master’s degrees is very motivated.
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* When there is one subject and more than one verb, the verbs throughout the
sentence must agree with the subject: Interviews are one way to collect data and
allow researchers to gain an in-depth understanding of participants. An assumption
Is something that is generally accepted as true and is an important consideration
when conducting a doctoral study.

* When the subject of the sentence is composed of two or more nouns or
pronouns connected by and, use a plural verb: The doctoral student and the
committee members write every day.

* When two or more singular nouns or pronouns are connected by ‘or’/‘nor’,
use a singular verb: The chairperson or the CEO approves the proposal before
proceeding.

» When a compound subject contains both a singular and a plural noun or pronoun
joined by ‘or’/‘nor’, the verb should agree with the part of the subject that is
closest to the verb: The student or the committee members write every day. The
committee members or the student writes every day.

* The words and phrases ‘each’; ‘each ome’, ‘either’, ‘neither’, ‘everyone’,
‘everybody’, ‘anyone’, ‘anybody’, ‘nobody’, ‘somebody’, ‘someone’and ‘no
one’ are singular and require a singular verb: Each of the participants was willing
to be recorded. Neither alternative hypothesis was accepted.

Nouns that describe groups of people band, group, team, committee, family, class,
government, staff can take a singular or plural verb.

When we think of the group as being made up of many individuals, each acting
separately, we use a plural form: Our family are coming in spring (each member
separately as individuals).

When acting as a united group, we use a singular form: The government is ready to
cut taxes (the team as a group).

With expressions of duration, distance or money meaning ‘a whole amount’ we
use singular verb: Two weeks isn’t too long to wait. Ten miles is a long way to
ride.

EXERCISES
Exercise 1. Complete the following table and give the corresponding singular or
plural form of the nouns, if any. If there is no corresponding form, put a V. The

first two words are given as examples.

Singular  |Plural Singular Plural

means means
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V scissors

means, scissors, pence, Frenchman, Roman, photo, physics, cloth, sheep, halves,
news, sleeves, mice, species, contents, athletics, series, knowledge, feet,

phenomena, clothes, bases, headquarters, Japanese.

Exercise 2. Decide whether each noun is countable (C) or uncountable (U).
1. Money

Loan

Investment

Advice

Currency

Debt

Savings

Profit

© © N o 0o &~ w D

Expense

10.Information

Exercise 3. Choose the correct form of the noun to complete the sentence.

1. The company made significant (profit/profits) this quarter.
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2. The bank offers excellent financial (advice/advices).

3. Many (currencies/currency) are traded on the foreign exchange
market.

4. This (loan/loans) has a lower interest rate than others.

5. The (information/informations) about the stock market was helpful.

6. The government is introducing new (tax/taxes) on luxury goods.

7. Large (amount/amounts) of capital were invested in the project.

8. The company reported its (expense/expenses) for the fiscal year.

9. Exchange (rate/rates) fluctuate daily based on global markets.

10.Some countries have strict regulations for (investment/investments).

Exercise 4. Complete the sentences with the correct noun from the box.

(export, market, fund, income, debt, assets, inflation, bond, trade, capital)

1

The country’s of goods has increased significantly this year.

refers to the general rise in prices of goods and services over time.

2
3. Investors are concerned about the company’s rising
4.
5

. A government Is a type of investment that offers fixed interest over

Foreign is essential for the development of emerging economies.

time.

Their business has diversified its to include properties and stocks.

. The global stock IS experiencing volatility due to economic

uncertainty.

8. The organization set up a to support small businesses in rural areas.
Q. agreements between nations help boost economic growth.
10.His primary source of Is from rental properties.

Exercise 5. Choose the correct option to complete the sentence.

1.

2.

The rise in (inflation/inflations) has reduced the purchasing power
of the currency.

The company’s (assets/asset) include real estate and machinery.
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9.

The government introduced new (policies/policy) to regulate
international trade.

He paid off all his (debts/debt) last year.

There was a sharp increase in the (rate/rates) of foreign exchange.

A (bond/bonds) is considered a safe investment for long-term
growth.

Many countries rely on (export/exports) to strengthen their
economies.

The (markets/market) reacted positively to the central bank’s
announcement.

(Capital/Capitals) investment is crucial for business expansion.

10.Their (income/incomes) grew substantially due to higher dividends.

Exercise 6. Each sentence contains an error related to nouns. ldentify and

correct it.

1.

© 0 N o 0o &~ D

The informations provided in the report was outdated.

There were little opportunities to invest in foreign markets.
This company has many debt that must be repaid by next year.
Inflation rates have increased due to a rise in price of goods.
The profits of the firm has been steadily growing.

The new tax policy aim to reduce capital flight.

Foreign direct investments is crucial for economic growth.

He made several advices about how to manage my savings.

The funds has been distributed among multiple projects.

10.There was fewer demand for luxury goods this year.

102



UNIT 4

L
TEXT

Market conduct and performance in atomistic industries provide standards

against which to measure behaviour in other types of industry. The atomistic
category includes both perfect competition (also known as pure competition)
and monopolistic competition. In perfect competition, a large number of small
sellers supply a homogeneous product to a common buying market. In this
situation no individual seller can perceptibly influence the market price at which
he sells but must accept a market price that is impersonally determined by the
total supply of the product offered by all sellers and the total demand for the
product of all buyers. The large number of sellers precludes the possibility of a
common agreement among them, and each must therefore act independently. At
any going market price, each seller tends to adjust his output to match the quantity
that will yield him the largest aggregate profit, assuming that the market price
will not change as a result. But the collective effect of such adjustments by all
sellers will cause the total supply in the market to change significantly, so that the
market price falls or rises. Theoretically, the process will go on until a market price
Is reached at which the total output that sellers wish to produce is equal to the total
output that all buyers wish to purchase. This way of reaching a provisional
equilibrium price is what the Scottish economist and philosopher Adam Smith
described when he wrote of prices being determined by “the invisible hand” of the

market.
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If the provisional equilibrium price is high enough to allow the established
sellers profits in excess of a normal interest return on investment, then added
sellers will be drawn to enter the industry, and supply will increase until a final
equilibrium price is reached that is equal to the minimal average cost of production
(including an interest return) of all sellers. Conversely, if the provisional
equilibrium price is so low that established sellers incur losses, some will
withdraw from the industry, causing supply to decline until the same sort of long-
run equilibrium price is reached.

The long-run performance of a purely competitive industry therefore
embodies these features: (1) industry output is at a feasible maximum and industry
selling price at a feasible minimum; (2) all production is undertaken at minimum
attainable average costs, since competition forces them down; and (3) income
distribution is not influenced by the receipt of any excess profits by sellers.

This performance has often been applauded as ideal from the standpoint of
general economic welfare. But the applause, for several reasons, should not be
unqualified. Perfect competition is truly ideal only if all or most industries in
the economy are purely competitive and if in addition there is free and easy
mobility of productive factors among industries. Otherwise, the relative outputs of
different industries will not be such as to maximize consumer satisfaction. There is
also some question whether producers in purely competitive industries will
generally earn enough to plow back some of their earnings into improved
equipment and thus maintain a satisfactory rate of technological progress.
Innovation would effectively be discouraged. Finally, some purely competitive
industries have been afflicted with what has been called destructive competition.
Examples have been seen in the coal and steel industries, some agricultural
industries, and the automotive industry. For some historical reason, such an
industry accumulates excess capacity to the point where sellers suffer chronic
losses, and the situation is not corrected by the exit of people and resources from
the industry. The invisible hand of the market works too slowly for society to

accept. In some cases, notably in agriculture, government has intervened to
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restrict supply or raise prices. Leaving these qualifications aside, however, the
market performance of perfect competition furnishes some sort of a standard to
which the performance of industries of different structure may be compared.

https://www.britannica.com/money/monopoly-economics

VOCABULARY
1) Pure competition — yncta KOHKYpEHIis
2) Perceptibly — BimuyTHO
3) Market price — puHkoBa 1iHa
4) Demand — momut
5) Yield — mpuOyTKOBICTH
6) Aggregate profit — cykymuuit nmpubGyToK
7) Total output — 3aranbpHuit 006CIT BUPOOHUIITBA
8) To purchase — npuadaTu/KymyBaTH
9) Equilibrium price — piBHOBax<Ha I1iHa
10) Interest return — mporeHTHUI AOXi
11) Incur losses — 3a3HaBaTu 30UTKiB
12) Long-run — 10BrocTpoOKOBa MEPCIEKTHBA
13) Feasible — moxxauBuit
14) Attainable — qocsoxHui
15) Income distribution — po3mozin qoxomis
16) Standpoint — Touka 30py
17) To plow back — meperBoproBaT Ha KarmiTan
18) Destructive competition — pyiiHiBHa KOHKYPEHIIIS
19) Excess capacity — HaITUIIIOK BUPOOHUYHUX MOYKITHBOCTEH

20) Restrict — oOmexuTn
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EXERCISES

Exercise 1. Fill in the following sentences with missing words.

Excess capacity, long-run, destructive competition, plows back, incurred

losses, aggregate profit, pure competition, equilibrium price, market price, yield.

1.

...refers to a situation where a firm is producing at a lower scale of output
than it has been designed for.

A high-growth company often...the majority of its earnings rather than pays
out dividends in order to maintain its high growth rate.

Business owners must keep their antennae finely tuned to sense ... and stop
it.

For regulated futures contracts, realized profit and loss is the actual ... or
loss recognized over the course of the year from transactions in commaodity
futures and currency futures contracts on a mark-to-market basis.

In the..., firms are able to adjust all costs, whereas in the short run firms are
only able to influence prices through adjustments made to production levels.
The speculator who has ... beyond his means tends to be discovered before
his creditors are heavily involved.

The ... is where the hypothetical supply and demand curves intersect.
Investors in the new business should carefully consider that the ... expected
in the first five years of operation will be minimal at best.

Knowing what the fair ... for a product is will let you know if the deal you

are seeing is to good to be true.

10.The ... of the free market resulted in a happy customer base that was

-l

thriving with the price competition.

Exercise 2. Match the synonyms.

Restrict a) evidently
Perceptibly b) appropriate
Purchase c) enclose
Feasible d) angle
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5. Standpoint e) revenue

6. Attainable f) combined benefit
7. Incur loss g) obtainable

8. Aggregate profit h) default

9. Pure competition 1) clear controversy
10.Yield J) acquisition

Exercise 3. Choose the correct variants to complete the sentences.

1. Perfect competition is characterized ... many buyers and sellers, many
products that are similar in nature and, as a result, many substitutes.

a) by; b) with; c) of; d) for

2. In a perfectly competitive market, should a single firm ... to increase
its selling price of a good, the consumers can just ... the nearest competitor for a
better price, causing any firm that increases its prices to lose market share and
profits.

a) produce; go out; b) decide; turn to; c) persuade; log out; d) compose;
wrap.

3. An ideal market structure characterized by a large number of small
firms, identical products sold by all firms, freedom of entry ... and ... out of the
industry, and perfect knowledge of prices and technology.

a)  from;in; b) away; from; C) exit; into; d) into; exit

4, Profit maximization remains the sole ... of the sellers in a perfectly

competitive market.

a)  aim; b) degree; C) standart; d) feature

d. Software developers are ... to enter and exit the market according to
their will.

a) imprisoned; b) dependent; c) free; d) limited

6. Companies are constantly engaged in a battle, wanting to ... their
competitors.

a)  appease; b) outdo; ¢) induce; d) grab
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1. Economists have become more interested in ... competition partly
because of the growth of e-commerce as a means of buying and selling goods and
services.

a) bright; b) honest; C) poor; d) pure

8. Perfectly ... factors of production — land, labour and capital can be
switched in response to changing market conditions, prices and incentives.

a) mobile; b) electronic; ¢) industrial; d) commerce

9. On the demand-side, consumers may have ... power against their
suppliers because they purchase a high percentage of total demand.

a) monopoly; b) monopsony; c) large; d) important

10. The single industry player controls all resources and technology and
blocks potential competitors ... entering the industry.

a) in; b) at; c) from; d) without

Exercise 4. Match the words with their definitions.
1. Equilibrium price

Standpoint

Long-run

Demand

Restrict

Perceptibly

Purchase

Pure competition

© 0 N o 0o &~ D

Destructive competition
Yield

|
o

a)  to produce (a profit, an amount of money, etc.);
b)  capable of being perceived; recognizable; appreciable;
C) happening or presented over a long period or having a long

course of performances;
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d)  the quantity of goods that buyers will take at a particular price;

e)  to confine or keep within limits, as of space, action, choice, intensity,
or quantity;

f) to be sufficient to buy;

g) a term that describes a market that has a broad range of competitors
who are selling the same products;

h)  the price at which the quantity of a product offered is equal to the
quantity of the product in demand;

) the mental position, attitude, etc., from which a person views adjudges
things;

), something that is destructive causes or is capable of causing great

damage, harm, or injury.

TOPIC
WHAT IS PERFECT COMPETITION!

Perfect competition is an imaginary construct (i.e. a set of false
assumptions) used primarily in mainstream, neo-classical economic discourse
to explain competition and monopoly in the economy. Firms under perfect
competition are assumed to operate in a market defined by the following
characteristics:

. Rationality

The first assumption made is that people are economically rational,
preferring more of those goods and services they value to fewer.

It is a short step from wanting more rather than less of the good things to

wanting to maximize the amount of good things you can get. A rational
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economic man or woman has objectives and attempts to maximize them. In
neo-classical economics, this is stated as follows:

. consumers allocate their incomes in order to maximize their
satisfaction from the goods and services they consume;

. producers allocate resources in order to maximize their profits.

It is at this stage that doubt may creep in, especially with regard to profit
maximization. After all, business decisions are taken by managers, who are
frequently not the owners of the business.

Nevertheless, the profit maximization assumption is still plausible, if not
inevitable. If managers create more value at lower cost than competitors, their
business will prosper, its profits will rise and managers may be rewarded
accordingly. And even if the profit maximization motive isn’t always valid it is
still useful to consider the outcomes that would arise if it were.

. Perfect knowledge

More contentious is the second assumption of the neo-classical model:
that economic agents make decisions in the light of perfect knowledge. Buyers
and sellers know all the prices of all the goods in the market, know everything
they need to know about the quality of goods, the character of the other
economic agents, what the government is going to do next, and so on. There is
no doubt, no uncertainty. Like a computer with perfect knowledge, rational
economic man can compare prices with what they have or want, and set out to
maximize their objective, be it consumer satisfaction or business profits.

In reality this is a frequently an unrealistic assumption. So in practice
economists will start by examining the world as if perfect knowledge existed
and then they relax this assumption so as to make their analysis more realistic.
In this way we use the neo-classical model as the basis for a comparison with
the real world. The same applies to the remainder of the assumptions presented
here.

. Many participants
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A perfectly competitive market consists of a large number of participants
who are ‘price-takers’. That means that an individual participant has no
influence on market prices - they must accept the market price for whatever
they buy or sell. If the market were dominated by a few participants, individual
participants would not be price-takers and the market would not be perfectly
competitive. At the opposite end of the spectrum to perfect competition is
monopoly where the monopolist determines what the market price will be.

. No barriers to market entry or exit

If a market is to be truly competitive, there must be scope for new
buyers and sellers to enter a market, and for old participants to leave and find
other markets. This of course applies to markets for resources like labour as
well as markets for goods and services. If the wages of plumbers are high
compared to the wages of carpenters, the latter will leave their jobs and look
for jobs as plumbers.

. Homogeneous commodities

This assumption requires that the good or service associated with a particular
market is identical in all respects. For example, in the apple market all apples are
assumed to be of equal size, shape, colour, taste, origin etc. In other words there is
nothing to distinguish one apple in the market from another. As with rationality in
much applied analysis this assumption is relaxed. Indeed, product differentiation is
an important business strategy, as can be seen on the shelves in shops or
supermarkets throughout the world - in reality an apple is not just an apple, but can
be small, large, have a flavour that is sharp or sweet, the colour may be yellow,
green, red, and so on.

Under such conditions firms’ demand curves would be perfectly elastic
meaning that they could bring any supply to the market without affecting
price. Furthermore for a profit-maximizing firm operating in a perfectly
competitive market price would be equal to marginal cost. Firms who are able

to sell products at a price above marginal cost (i.e. firms with downward
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sloping demand curves) are assumed to operate under conditions of imperfect
competition and thus possess market power.

Many economists have been highly critical to the concept of perfect
competition, suggesting that the assumptions associated with the model do not
correspond at all to the actual characteristics of real markets and when the
assumptions are dropped the model does not provide any useful conclusions
about market behavior. For example it is pointed out that in reality there is no
such thing as a perfectly elastic demand curve as all firms face a downward
sloping demand curve and thus possess some "market power". Furthermore,
the model of perfect competition has often been used as the benchmark for
anti-trust policy, where policy makers maintain that it is the job of government
to promote perfect competition. Thus policy makers misuse the model as a
normative benchmark in deciding what anti-trust actions should be taken
against firms.

Perfect competition vs. actual competition

“Pure and perfect competition” is completely unlike anything one normally
means by the term "competition”. Normally, one thinks of competition as denoting
a rivalry among producers, in which each producer strives to match or exceed the
performance of other producers. This is not what "pure and perfect competition”
means. Indeed, the existence of rivalry, of competition as it is normally
understood, is incompatible with "pure and perfect competition." Consider the
following passage in a widely used economics textbook by Professor Richard
Leftwich:

"By way of contrast, intense rivalry may exist between two automobile
agencies or between two filling stations in the same city. One seller’s actions
influence the market of the other; consequently, pure competition does not exist in
this case."

F.A. Hayek argues that the theory of perfect competition has little claim to
be called "competition" at all, and that its conclusions are of little use as guides to

policy. None of the devices adopted in ordinary life for what is normally
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understood as competition would still be open to a seller in a market in which so-
called “perfect competition” prevails.

Advertising, undercutting, and improving (“differentiating”) the goods or
services produced are all excluded by definition — “perfect” competition means
indeed the absence of all competitive activities.

Especially remarkable in this connection is the explicit and complete
exclusion from the theory of perfect competition of all personal relationships
existing between the parties. In actual life the fact that our inadequate knowledge
of the available commodities or services is made up for by our experience with the
persons or firms supplying them — that competition is in a large measure
competition for reputation or good will — is one of the most important facts which
enables us to solve our daily problems.

No products of two producers are ever exactly alike, even if it were only
because, as they leave his plant, they must be at different places. These differences
are part of the facts which create our economic problem, and it is little help to
answer it on the assumption that they are absent.

That in conditions of real life the position even of any two producers is
hardly ever the same is due to facts which the theory of perfect competition
eliminates by its concentration on a long-term equilibrium which in an ever-
changing world can never be reached. At any given moment the equipment of a
particular firm is always largely determined by historical accident, and the problem
Is that it should make the best use of the given equipment (including the acquired
capacities of the members of its staff) and not what it should do if it were given
unlimited time to adjust itself to constant conditions.

Competition is the more important the more complex or “imperfect” are the
objective conditions in which it has to operate. Indeed, far from competition being
beneficial only when it is “perfect”,Hayek argue that the need for competition is
nowhere greater than in fields in which the nature of the commodities or services
makes it impossible that it ever should create a perfect market in the theoretical

Sense.
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The economic problem is a problem of making the best use of what
resources we have, and not one of what we should do if the situation were different
from what it actually is. There is no sense in talking of a use of resources “as if” a
perfect market existed, if this means that the resources would have to be different
from what they are, or in discussing what somebody with perfect knowledge would
do if our task must be to make the best use of the knowledge the existing people

have.

DIALOGUES

A)

Susan: George, | was wondering if we could discuss our new marketing
strategy for a moment.

George: Certainly, Susan. You know that I’m working with Anne on
changing our image, don’t you?

Susan: Yes, | think you’ll make an excellent team. How do you feel about
the merchandise we’re pushing?

George: In my opinion, the products being offered are fine. However, |
think we should concentrate on expanding our market share in the young adult
market.

Susan: | totally agree. Who buys more products than twenty somethings?
George: Exactly. We haven’t been very successful in our branding efforts, have
we?

Susan: I’m not keen on changing our target audience, but we certainly have
to improve our brand image.

George: If we want to edge out our main competitor, we’re going to have to
target customers at a younger age.

Susan: Maybe, but we also have to keep our competitive edge in quality.
George: Why don’t we all get together for a discussion?

Susan: Can you let me know when your next meeting with Anne is going to

be? Id like to go over some of our restructuring ideas with both of you.
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George: As a matter of fact, we’ll be meeting this afternoon. Let’s meet at four,
shall we?

Susan: I’m afraid | already have an appointment then. Do you think we
could meet earlier?

George: Well, I’ll have to check with Anne.

B)

Maria: Alice, have you transferred the funds to the Anderson account yet?
Alice: No, | haven’t done that yet.

Maria: Good, there are a few changes we need to make.

Alice: Really? It’s good | haven’t had a chance to go to the bank yet. What
has been changed?

Maria: They’ve asked to how the funds transferred into three different
accounts. Here’s the updated information.

Alice: This looks more complicated.

Maria: It’s not that difficult. Just take along the account numbers, amounts
and payment scheme to the bank with you.

Alice: Am | authorized to make these changes?

Maria: | can call ahead and let them know. Here’s the PIN number in any
case.

Alice: Is there anything else I need to do?

Maria: Yes, could you make these deposits when you go.
Alice: Certainly, which accounts do you want to use.

Maria: Deposit the checks into our savings account. Put the cash into
checking.

Alice: OK, I’ll probably leave in about a half an hour.

C)
Susan: Doug, can | talk with you for a moment?

Doug: What can | do for you Susan?
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Susan: I’m concerned about the delays we’re experiencing with some of our
suppliers.

Doug: We’re doing everything to get back on schedule.

Susan: Could you give me an approximate timeline?

Doug: A number of deliveries are arriving tomorrow. Unfortunately, this
time of year is often troublesome.

Susan: That’s not good. We can’t make excuses to our clients. Are all
shipments affected?

Doug: No, but it is summer and some companies are cutting back until
September.

Susan: Where are most of our suppliers located?

Doug: Well, most of them are in China, but there are a few in California.

Susan: How does that affect deliveries?

Doug: Well, there are weather delays and shipment delays due to reduced
production. Sometimes, larger packages are delayed because of a bottleneck at the
distribution point.

Susan: Is there any way around these delays?

Doug: Well, we often work with delivery services such as UPS, Fed ex or
DHL for our most urgent shipping. They guarantee door-to-door deliveries within
48 hours.

Susan: Are they expensive?

Doug: Yes, they’re very expensive at that cuts into our bottom line.

TOPICAL VOCABULARY
. To operate — missTu
. Rationality — pamionanpHicTh

. Goods and services — ToBapu Ta MOCIyru

1

2

3

4, Consumers — croxuBadgi
5. Producers — BupoOHUKH
6

. To maximize profits — 30inbIIUTH TPUOYTKH
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7. Creep in — 3’aBagTucs

8. Plausible — mpaBnononioHwmit

9. Competitors — KOHKypeHTH

10. Valid — nidicawmii

11. Outcomes — pe3yibTaTu

12. Neo-classical model — Heoknacuuna Mozeb
13. Price-takers — ninooTpuMyBay

14. Monopoly — MmoHomoO s

15. Scope — MOKXIIMBICTH

16. Homogeneous commodities — oxHOpiIHI TOBapH
17. Assumed to be — mepenbagaernbes, 1110

18. Demand curves — KpuBi MOMUTY

19. Supply — nocraBka

20. Marginal cost — rpannyHa BapTiCTh

21. Market power — puHkoBa Biaja

22. Benchmark — opientup

23. Normative benchmark — nopmaTuBHMiIt TeCT
24. Anti-trust actions — aHTUMOHOTIONBHI il

25. To strive — nmparuytu

26. Incompatible — HecymicHui

27. Intense rivalry — roctpe cymepHUIITBO

28. Long-term equilibrium — noBrocrpokosa piBHOBara
29. Imperfect — HegockoHamMi

30. Beneficial — Buriguuii

QUIZ QUESTIONS

Perfect competition is an industry with:

a)  afew firms producing identical goods;

b)  afew firms producing goods that differ somewhat in quality;

c)  many firms producing identical goods;
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d)  many firms producing goods that differ somewhat.

In a perfectly competitive industry, there are:

a)  many buyers and many sellers;

b)  many buyers, but there might be only one or two sellers;
c)  many sellers, but there might be only one or two buyers;
d)  one firm that sets the price for the others to follow.

In perfect competition, the product of a single firm:

a)  has many perfect substitutes produced by other firms;

b)  has many perfect complements produced by other firms;
c) issold under many differing brand names;

d) issold to different customers at different prices.

In perfect competition, restrictions on entry into an industry:

a)  apply to both capital and labor;

b) apply to labor but not to capital,

C) apply to capital but not to labor;

d) do not exist.

In perfect competition:

a)  each firm can influence the price of the good;

b) there are few buyers;

C) there are significant restrictions on entry;

d) all firms in the market sell their product at the same price.
Economists assume that a perfectly competitive firm’s objective is to
maximize its:

a)  quantity sold;

b) economic profit;

c)  Revenue;

d) output price.

In perfect competition, a firm that maximizes its economic profit will sell its
good:

a)  below the market price;
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10.

b) at the market price;

C) above the market price;

d) below the market price if its supply curve is inelastic and above the
market price if its supply curve is elastic.

In perfect competition, the marginal revenue of an individual firm:
a) IS zero;

b) IS positive but less than the price of the product;

C) equals the price of the product;

d) exceeds the price of the product.

Point where market demands will be same to market supply:

a)  equilibrium in perfect competition;

b)  equilibrium in imperfect competition;

C) equilibrium competition;

d) all of answers are correct.

Completely competitive market exists when each member is a:

a)  price maker;

b)  price taker;

Cc)  price seeker;

d) a&h.
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GRAMMAR REVISION
CONDITIONAL SENTENCES

Conditional sentences have two parts: the conditional clause, which begins
with if (or other words such as when, unless, etc.), and the main clause. Conditional
sentences follow basic patterns.

Zero Conditional

We use the zero conditional to talk about things that are always or generally
true as a result of an action.

To form zero conditional sentences, we use:

If + present simple — present simple

If demand increases, prices rise.

When employees feel valued, productivity improves.
The conditional clause can come before or after the main clause. When it
comes first, we put a comma after it:

When we reduce expenses, profit margins increase.
Customer satisfaction improves when we respond quickly to complaints.

First Conditional

We use the first conditional to talk about possible actions or events in the
future.

To form first conditional sentences, we use:

if (when) + present simple — will + infinitive

If we launch the product on time, we’ll meet our quarterly targets.

Other structures are also possible in first conditional sentences:

If + present simple — modal verb
If the client agrees to the proposal, we can start the project next week.

if + present simple — be going to
If we don’t adjust our strategy, we’re going to lose market share.

If + present simple — imperative
If you need a budget extension, contact the finance department.

If + present continuous — will / modal verb / imperative
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If the team is working overtime, give them a bonus.

Second Conditional
We use the second conditional to talk about unlikely events or situations in

the future, or improbable/impossible events or situations in the present.

To form second conditional sentences, we use:
If + past simple —would + infinitive
If we had a bigger budget, we would expand to international markets.

In the main clause, we can also use could or might instead of would:
If we outsourced production, we might reduce costs.

In the if-clause, we can use were instead of was:
I’d accept the deal if the terms were more favorable.

Third Conditional
We use the third conditional to talk about events that were possible in the

past but did not happen.

To form third conditional sentences, we use:
if + past perfect — would have + past participle

If we had signed the contract earlier, we would have secured the client.
If I hadn’t missed the deadline, | would have received the promotion.

Notice how changing the clauses from positive to negative changes the

meaning:

error.

If | had followed the business plan, we wouldn’t have gone over budget.
If | hadn’t followed the business plan, we would have gone over budget.

Both clauses can be negative:
We wouldn’t have lost the investor if we hadn’t delayed the presentation.

In the main clause, we can use could or might instead of would:
If you’d reviewed the financial report, you could have prevented the

I might have closed the deal if | had presented a better pitch.

Mixed Conditionals
Sometimes we use the second and third conditionals in the same sentence.

We call these mixed conditional sentences, and we use them when a past event has
an effect on the present.

The conditional clause (third conditional) refers to the past, and the main

clause (second conditional) refers to the present or future:
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If we had hired a consultant, we wouldn’t be struggling with the project

now.
If you had accepted the offer, you would be managing the department
today.
If-clause Main clause (result) Use
(hypothesis)
Type 0 If + present Present simple Real - which is
General | simple always true
truth If the temperature falls below 0 C, water turns into ice.
If + present Future(will)/imperat Real — likely to
simple, present ive, happen in the present
Type 1 continuous, can/may/might/must/shoul | or future
Real present perfect d/could + bare infinitive
present | or present
perfect
continuous
If he doesn’t paythe fine, hewill goto prison. If
you need help, come and see me. If you have finished your work,
we can have a break. If youareever in the area, you should
come and visit me.
If + past simple Would/could/ Imaginary
Type 2 or past might situation contrary to
Unreal continuous + bare infinitive facts in the present;
present also used to give
advice
If 1 had time, | would take up a sport. (but | don’t have time
untrue in the present. If | were you, | would talk to my parents about if
(giving advice)
If + past perfect Would/could/might Imaginary
Type 3 or past perfect + have + past participle situation contrary to
Unreal continuous facts in the past; also
past used to  express

regrets or criticism

If she had studied harder, she would have passed the test. If he
hadn’t been acting so foolishly, he wouldn’t have been punished.

122



EXERCISES

Exercise 1. Complete the sentences using the correct form of the verb in

parentheses and appropriate economic competition vocabulary.

1. If a company (reduce) its production costs, it will be able to offer
lower prices to its customers.

2. If the market leader (not adapt) to new technology, smaller
competitors could surpass it.

3. A business would lose its competitive advantage if it (fail) to
innovate regularly.

4. If two companies engage in a price war, their profit margins
(shrink) significantly.

5. If the government (enforce) stricter antitrust regulations,
monopolistic behavior could be curtailed.

6. If businesses (collaborate) in a cartel, they might control prices

and restrict competition illegally.

7. The firm will dominate the market if it (achieve) a monopoly in
its sector.
8. If the new product launch (succeed), the company will capture a

larger share of the market.

9. Customers would switch to other brands if a firm (charge) higher
prices without improving quality.

10.If market demand (remain) strong, new competitors are likely to

enter the industry.
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Exercise 2. Complete the sentences using the correct form of the verb in

parentheses. Use Conditional Type 2 (unreal present/future) or Conditional

Type 3 (unreal past).

1. If the company (invest) in renewable energy earlier, it
(reduce) its operational costs significantly by now.
2. Smaller firms (compete) more effectively if they (have)
access to better funding options.
3. If the government (not deregulate) the industry last decade,
monopolistic practices (not occur).
4. Large corporations (gain) a greater market share if they
(adapt) to the rise of e-commerce sooner.
5. If the business strategy (focus) on customer loyalty programs, it
(increase) repeat purchases by now.
6. If our competitor (not lower) its prices last year, we
(maintain) our profit margins.
7. The startup (survive) the recession if it (secure) funding
from investors.
8. If more businesses (prioritize) sustainability, the market
(become) more eco-friendly today.
9. If the company (develop) a more innovative product line, it
(lead) the market now.
10.Entrepreneurs (succeed) faster if they (take) calculated

risks during their early ventures.

Exercise 3. Complete the sentences using the correct form of the verb in

parentheses.
1. If the company (not ignore) customer feedback last year, it
(improve) its product satisfaction ratings.
2. Businesses (achieve) better global reach if they

(embrace) digital transformation earlier.
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3. If competitors (collaborate) on research, the industry
(benefit) from faster innovation.
4. The firm (avoid) bankruptcy if it (diversify) its
portfolio during the economic downturn.
5. If local businesses (receive) government subsidies, they

(compete) more effectively against international corporations.

6. The market (stabilize) if demand (be) less volatile in
recent years.
7. If the retailer (offer) better discounts, it (attract)

more customers during the holiday season.
8. If companies (not rely) solely on price competition, they
(develop) stronger brand loyalty.
9. The startup (secure) its place as a market leader if it
(file) for patents on its innovations.
10.1f trade barriers (be) lower, small businesses

(export) their products more easily.

Exercise 4. Complete the sentences using the correct form of the verb in
parentheses. Use Conditional Type 2 (unreal present/future) or Conditional Type
3 (unreal past).
1. If the company (focus) on quality instead of cost-cutting, it
(retain) its loyal customers.
2. The business (expand) into international markets if it

(build) a stronger supply chain earlier.

3. If the competitors (not collaborate) in a price-fixing scheme, the
market (be) more competitive now.
4. If the government (implement) stricter antitrust laws, monopolies

(not dominate) the industry in the past.
5. A small business (thrive) today if it (leverage) social

media marketing earlier.
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If the company (offer) better employee benefits, it (not

struggle) with high turnover rates.

The firm (achieve) higher profits last year if it
(introduce) eco-friendly packaging.
If more businesses (share) resources, they (reduce)

production costs significantly.
The new entrant (not fail) in the market if it (conduct)

better customer research before launching.

10.1f companies (invest) in cutting-edge technology today, they

(become) industry leaders in the future.

Exercise 5. Each sentence below contains a mistake in the use of conditionals or

economic vocabulary. Identify and correct the error.

1.

If the company would reduce its prices, it could have gained more market
share.
If small businesses received subsidies, they would compete better with

monopolistic firms in the past.

The firm will dominate the market if it would innovate faster than its
competitors.

If the government regulated the market more strictly ten years ago, predatory
pricing wouldn't harm smaller competitors now.

If businesses adopt sustainable practices, they could gain a competitive
advantage earlier.

The retailer would increase its profit margins if it has used a more efficient
supply chain last year.

If the company wouldn’t ignore customer complaints, its brand loyalty
would not have decreased so drastically.

The startup could achieve a monopoly if it filed patents for its innovations in

the past.
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9.

If demand for luxury goods decreased, the premium brands might struggle

more last year.

10.If trade barriers were reduced five years ago, small businesses would export

their goods more easily now.

Exercise 6. Translate the following sentences from Ukrainian to English paying

attention to the usage of conditionals.

1.

SIk6u xoMmmaHis 3MEHIIWIa BUTpPATH, BOHA MOIJIa O 3alpONOHYBaTH HIXKYi
LIHU CBOIM KJII€HTaM.

SKImo ypsim MOCWJINTh AHTHMOHOIIOJIBHE 3aKOHOJABCTBO, PHUHOK CTaHE
OUTBIII KOHKYPEHTHHM.

AxOu ¢ipma BUacHO BIpOBaAMIIA IHHOBAIIIT, BOHA O y)Xe 3apa3 OyJa Jijgepom
Ha PHUHKY.

Mari mianpueMcTBa HE 3MOIJIM O BIDKUTH i 4ac KpWU3HW, SKOW BOHH HE
OTPUMAJIH JIePKABHY MIITPUMKY.

S0 momMT Ha TMPOAYKT 3aJMIIUTHCS BUCOKHMM, HOBI KOHKYPEHTH,
HMOBIpHO, YBIAYTh HA PUHOK.

AxOu xommanis He Opana ydacTi y HIHOBIH BiifHI, ii nmpuOyTku Oymm ©
BUIIUMU.

SKIIO KOHKYPEHT HE aJanTyeThCs 0 3MIH Y TEXHOJIOTISNX, BiH BTPATHTh
CBOIO YaCTKy PUHKY.

SxOu miAIPUEMCTBO 30CEPEIUIIOCS HA SIKOCTI, a HE HAa CKOPOYECHHI BUTpAT,
BOHO 0 HE BTPATHUJIO JIOSTBHICTh KITI€HTIB.

SIx1o BeNuKi Kopropariii mpooBxKaTh iIrHOPYBAaTH CTIMKICTh, BOHU BTPATATh

KOHKYPEHTHI TIepeBard.

10.5Ix6u KOMIaHisi HE MOPYIINIA AHTUMOHOIIOIBHUX TPABHI, 11 pemyTais

3aJMIuiIacsa O He3armIIMOBAHOIO.
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TEXT

What’s so bad about monopoly power?

Google (GOOG) has been negotiating with European regulatory authorities
since 2010 in an attempt to settle an antitrust case concerning its search engine,
and its third attempt to settle the case has been rejected.

Google may also face new antitrust problems over its Android mobile
operating system, and it’s not alone in facing tough antitrust scrutiny in Europe.
Microsoft (MSFT) has also been the subject of a long-running battle in Europe
over market dominance issues.

But what’s motivating this scrutiny from European regulators? What’s so
bad about a company amassing monopoly power?

When firms have such power, they charge prices that are higher than can be
justified based upon the costs of production, prices that are higher than they would
be if the market was more competitive. With higher prices, consumers will demand
less quantity, and hence (omxe) the quantity produced and consumed will be lower

than it would be under a more competitive market structure.
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The bottom line is that when companies have a monopoly, prices are too
high and production is too low. There’s an inefficient allocation of resources.

In addition, the tactics used to establish monopoly power, such as driving
competitors out of business or thwarting potential entrants, can also cause
considerable harm to households who own the businesses that are forced to close
their doors.

For instance, a firm with deep pockets can set prices below costs and
absorb losses until competitors can no longer survive. Then, once the competition
Is eliminated, the surviving firm can raise prices high enough to more than cover
the losses it took while establishing its now-dominant market position (under
antitrust regulation, such tactics are prohibited).

The problems with monopolies go beyond the economic effects. Many large,
economically powerful companies also have considerable political influence and
the ability to “capture” the political and regulatory process. This allows a
powerful firm to tilt the legal and regulatory processes against any potential threat
to its market power, and to bring about changes that further enhance the profits it
earns.

It can get health and safety regulations removed, have licensing
requirements imposed that make it harder for new firms to enter a market, avoid
state sales taxes for online retailers, or get invited to speak at congressional
hearings on matters such as immigration and corporate taxation.

When an industry has just a few dominant firms, or a single dominant firm,
market power can be significant. But when the number of companies is sufficiently
large, the power of any one is considerably muted.

However, a small degree of monopoly power may even be desirable.

Whenever there is variety, and hence some amount of brand loyalty, firms
will have some market power, i.e. some ability to raise prices without driving
customers away (when products are identical, as required for textbook pure

competition, an increase in the price above a nearby competitor’s price would
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result in the loss of all customers — why pay more for the exact same product?). So,
the cost of variety is that firms will have some degree of pricing power.

But the benefit is a wide variety of goods to choose from. Consumers
certainly seem to have a taste for variety, so this benefit must be weighed against
the market power that companies get from differentiated products. As long as the
number of firms in an industry is relatively large, making a market
"monopolistically competitive,” it’s likely that the benefits of variety will outweigh
the cost.

However, when the number of firms is smaller so that oligopolies (a few
dominant firms) or monopolies (a single dominant firm) appear, the likelihood
that the benefits outweigh the costs is substantially diminished and scrutiny from
regulators is needed.

One case where scrutiny is certainly needed is one economists call a “natural
monopolies”. In these cases, companies do not have to act strategically to eliminate
the competition. It happens naturally, often because of economies of scale that are
still in effect even after the entirety of market demand has been satisfied.

Because the monopoly power cannot be prevented by regulating the firm’s
strategic behavior, and because breaking it up would often result in higher costs
and hence higher prices for consumers, the best course of action is to regulate the
prices and quantities such a company can charge.

A firm’s size and market share do not necessarily indicate that it is
exploiting its market power or that substantial market share even exists. A
dominant firm in an industry could, for example, face substantial new entrants and
competition if it attempts to raise its prices and exploit its dominant position in the
marketplace.

But firms that exploit their market power or undertake strategic behaviors
that make it more difficult for other companies to compete should come under the
careful watch and, when appropriate, receive penalties from regulators charged
with promoting the public interest.

https://www.cbsnews.com/news/whats-so-bad-about-monopoly-power/
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VOCABULARY

1.  antitrust case — aHTHMMOHOIIOJIbHA CITpaBa

2. scrutiny — yBa)KHE BHBUCHHSI

3. amassing — HaKOIHYCHHs

4, charge prices — BcTaHOBIIOBATH IIHY

5. justify — rpyHryBaTHCS

6.  The bottom line — cyts cipaBu

7. inefficient allocation of resources — HeeekTHBHMIA PO3MOALT peCypciB

8.  thwart— nepeuntn

Q. firm with deep pockets — xommanis 3 BenuKMMH (HiIHAHCOBHUMH
pecypcamu

10. absorb losses — mokpuBatu 30UTKH

11. eliminate — ycyBaTu

12.  now-dominant — Hapasi IOMiHYyHOUH

13. market position — cTaHOBHIIC HA PHHKY

14. capture — 3axoruIrOBaTH

15.  corporate taxation — kopIopaTHBHE OIOAATKYBaHHS

16. muted — mpuryieHui

17. brand loyalty — nosieHicTh 10 OpeHay

18.  degree of pricing power — cTymiHb I[iIHOBOI BIIaIH

19. oligopolies — omiromnomis

20. monopolies — moHomoTis

21. likelihood — #moBipHICTB

22. diminished — 3meHmenwit

23. exploit — BuKOpUCTOBYBaTH

24. public interest — cycninbHHI iHTEpEC

EXERCISES

Exercise 1. Match the words with their definition.
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1) Amass a) the act of getting control of smth

2) Justify b) complete ownership or control

3) Thwart c) to gather a large amount of money

4) Capture d) revenue from taxes

5) Loyalty e) feeling of strong support for someone

6) Oligopoly ) provide adequate ground for

7) Monopoly g) to make productive use of

8) Exploit h) unable to speak

9) Taxation 1) to prevent someone from doing smth

10) Mute J) a few producers affects but doesn’t control

Exercise 2. Match the synonyms.

1) Loyalty a) trade name

2) Mute b) frustrate

3) Thwart c) antimonopoly
4) Exploit d) excuse

5) Amass e) attain

6) Justify f) net income

7) Capture g) speechless

8) Antitrust

h) abuse

9) Brand

1) accumulate

10) Profit

J) attachment

Exercise 3. Fill in the correct word form from the list below.

Charge, antitrust, public, monopoly, pricing, taxation, loyalty, position,

deep, bottom.

1. case
2. i price
K line
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4. pockets
5 Market ...............
6 Corporate............
7 Brand ................
8. power
9. interest

10. Natural ...............

Exercise 4. Fill in the gaps with the correct form of the words in brackets.
1. He tried to ............... (justice) his behavior by saying that he was

being preserved unfairly by his boss.

2. She did all she could (to)........... (thwart) his plans.

3. The government passed laws ............. (intending) to break up
monopoly.

4. Top athletes are able............. (exploitation) their opponents
weaknesses.

5. Market economies are assumed to have many ............... (buy) and

sellers, high competition and many substitutes.

6. Monopolies characterize industries in which the supplier determines

prices and high barriers ............ (prevention) any competitors from entering the
market.
7. New entrepreneurs are often willing to take risks and ................

(employment) new technologies in order to enter markets.

8. (regulation) can prevent mergers or acquisitions, or set
conditions for successful mergers.

Q. It is also possible to split up a service into regional sections to
compare the performance of one.......... (regional) against another.

10. Firms need to be able to protect their intellectual property by
.................. (establishment) barriers to entry; otherwise, there will be a free

rider problem.
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TOPIC
ECONOMIC INEFFICIENCIES OF NONOPOLY

AND EUROPEAN ANTIMONOPOLY LAW

The economic inefficiencies of monopoly can also be regarded as demerits

or disadvantages of monopoly. Monopoly is definitely a harmful element of an
economy as a single firm rules over the economy and sets the prices of
commodity, which has no substitute in the market, according to his wishes. And
do not let any other firm to enter in industry to carry on its business and earn profit.
These all factors show that a single person or firm enjoys extra ordinary profits at
the expense of others.

The most common economic inefficiencies which are caused by monopoly
in an economy are as follows:

High Price

Since a monopolist is the only producer of the commodity and there is no
competitor who can beat him in the market, therefore, he has total control over the
price and production of such commodity. Taking the advantage of this fact, a
monopolist becomes the price setter. He sets the price of the commodity which
helps him in obtaining maximum profit level which covers him production cost
too. This practice by a monopolist exploits the rights of consumers.

Excess Capacity

A monopolist always works on a large scale. It always has a large capacity
for production. Due to this, a monopolist does not produce at optimum level,
which implies that the level at which average cost is minimum. A monopolist has
excess capacity that is why he can afford production even at high price. This

concept will be more cleared with the help of following graph;
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In the above graph, it is visible that the monopoly firm can produce
OQ: quantity but it produces OQ quantity. The excess capacity is equal to the
difference between OQ; and OQ.

A
P/R/C
MC=S

X :
X

AR=D
MR

.

0 QiiQ Output

ExcessCapacity =~

Productive Inefficiency

In the case of monopoly, the monopoly firm is always productively
inefficient. This happens because a monopolist does not produce at a minimum
average cost. In a monopoly, the production is made at a level that is less than the
minimum average cost due to which less quantity is produced and the higher price
Is charged. This phenomenon can be better explained by comparing monopoly with
perfect competition. The following graph will help you to understand the

productive inefficiency in monopoly.

A
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Where for normal profit AR=AC. The average revenue curve for monopoly
Is AR; and for perfect competition the average revenue curve is AR, The AR;of
monopoly firm is equal to AC, its equilibrium is at E; at which it is producing
OQ: quantity and is charging OP; price. Whereas, AR, of the perfect competitive
firm which is equal to AC, the equilibrium point for it is at E,. It is producing
OQ: quantity and is charging the OP; price, which is lower than as charged by
monopoly firm.

Stifle Competition

The monopoly firm creates entrance barriers for other firms to enter in
industry and do business. This is very harmful for the economy and for the
consumer too. As it form the situation in an economy where no substitutes are
available for the consumer at competitive prices.

Supernormal Profits and Price Discrimination

It the usual practice of monopoly firm to earn supernormal profit in long
run 12), which is again a disadvantage to the economy. Price discrimination
implies that different prices are being charged for the same product. In monopoly,
the price discrimination is kept by the monopolist, which is totally against the
interest of the consumer.

The European Chamber has for many vyears stated that effective
implementation of China’s Anti-Monopoly Law (AML) would be beneficial for
developing a healthy market economy in China.

Increased enforcement of the AML across a number of sectors over the last
year is important as it sends a strong message that companies will be held
accountable to the supremacy of law.

Likewise, these high-profile investigations also provide China itself an
opportunity to demonstrate that the investigations will be carried out fully in
accordance with rule of law. This is timely given the government’s repeated vows
to further establish rule of law in China, which will be the focus of the upcoming

fourth plenum of the 18th Party Congress. For this to happen, legal best practices
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must be embraced to ensure that administrative law enforcement is carried out
impartially, transparently and consistently.

The procedural transparency of the European Commission could be taken
as a model for how to conduct antitrust-related investigations. Inspections must not
prejudge the outcome of the investigation and full rights of defence must be
afforded to the companies in question. Disconcertingly, the European Chamber is
not convinced that this has systematically been the case in China’s recent
investigations.

The European Chamber has received numerous alarming anecdotal accounts
from a number of sectors that administrative intimidation tactics are being used to
impel companies to accept punishments and remedies without full hearings.
Practices such as informing companies not to challenge the investigations, bring
lawyers to hearings or involve their respective governments or chambers of
commerce are contrary to best practices.

While the European Chamber recognizes that a number of Chinese
companies have been investigated for AML violations, the European business
community is also increasingly considering the question of whether foreign
companies are being disproportionately targeted in the investigations.

In some of the industries under investigation, domestic companies have not
been targeted for similar violations. Furthermore, in some cases that involve joint
ventures, it has only been the foreign partner that has been named as being a party
to the investigations. A core tenet of a globalised economy is that all business
operators, regardless of nationality, should be held accountable to the same criteria
and be treated equally. Competition law should not be used as an administrative
instrument to harm targeted companies or serve other aims, such as

administratively forcing price reductions.

DIALOGUES

Ziliak: What do you think? Does market structure create inequality?
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Klamer: I think so; the model shows that firms with power have a big say on
who ends up with what level of income. One should take it further, though, and
ask, Where does monopoly power come from? The government? And how much is
too much, from the point of view of income distribution?

McCloskey: | say it’s incomplete. For example, the model doesn’t admit as it
should that the U.S. economy exhibits very little monopoly power. So again, who
cares about the distribution question?

Rodney: | think it’s great and I’d like to know more about the Post-
Keynesian way of thinking.

Klamer: Post Keynesians show a primary care for unemployment, income,
and the lot of the common person. And they believe that they have constructed
plausible models of the economy that show how inequality is de facto generated by

the structural characteristics of capitalist exchange.

I

- What does matter is that people like Bork and Posner supported
corporate monopoly because of, and not despite, their assumptions about free
markets and competition? What makes this important now is that there are several
layers to monopoly in our economies?

- The first layer represented by brand name companies (e.g. P&G,
Coca-Cola, Amazon, Google, etc.); the second layer by “unknown” suppliers who
supply those brand name companies; and the third layer of financial institutions,
especially institutional investors (e.g. Fidelity, Vanguard), which own a significant
proportion of the overall stock market and of individual companies, as well as
other financial assets.

- What is the central part of your view?

- My central point here, however, is that “we can’t actually be
neoliberal because we can’t identify a neoliberal rationality as opposed

to neoliberal rationalities™.
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- Policy-makers in many countries have sought to protect competition
against monopoly for over a century. And even though technical understandings of

monopoly have changed.

Il

- In recent years many economists, including people like Larry
Summers and yours truly, have come to the conclusion that growing monopoly
power is a big problem for the US economy ?

- The argument begins with a seeming paradox about overall corporate
behavior. You see, profits are at near-record highs, thanks to a substantial decline
in the percentage of GDP going to workers. You might think that these high profits
imply high rates of return to investment. But corporations themselves clearly don’t
see it that way: their investment in plant, equipment, and technology (as opposed to
mergers and acquisitions) hasn’t taken off, even though they can raise money,
whether by issuing bonds or by selling stocks, more cheaply than ever before.

- How can this paradox be resolved?

- Well, suppose that those high corporate profits don’t represent returns
on investment, but instead mainly reflect growing monopoly power. In that case
many corporations would be in the position | just described: able to milk their
businesses for cash, but with little reason to spend money on expanding capacity or
improving service. The result would be what we see: an economy with high profits
but low investment, even in the face of very low interest rates and high stock
prices. And such an economy wouldn’t just be one in which workers don’t share
the benefits of rising productivity; it would also tend to have trouble achieving or
sustaining full employment.

- Why?

- Because when investment is weak despite low interest rates,
the Federal Reserve will too often find its efforts to fight recessions coming up

short.
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- Why does it seem like there isn’t enough money to pay for the things
we really need?

- The headlines are filled with stories about our nation’s “debt problem”
and dire warnings about our impending “bankruptcy.” As an architect who fills his
waking hours thinking up all kinds of wonderful things we could be building, I’'m
alarmed by the idea there isn’t enough money to pay for any of them.

- Before wasting more time dreaming, | had to find out: Is it really true?
Are we really too poor to put America back to work making and building the
things we need to maintain a prosperous nation?

- Searching for an answer, | discovered a small (but growing) group of
economists who represent an emerging school of thought known as “modern
monetary theory” (MMT). These men and women are valiantly trying to make us
all understand a paradigm shift that occurred some forty years ago, when the world
abandoned the gold standard.

- So, as | have understand a sovereign government is never revenue
constrained when it is the Monopoly issuer of its own pure fiat currency; it has all
the money that’s needed to put its citizens to work building anything—and
providing any service—that is desired by the public (provided the real resources
are available). Even more remarkable, sovereign “deficits” in the fiat currency are
just the accounting record of the surpluses that have been injected into the private
economy. Eliminating the sovereign currency deficit by imposing austerity will not

make the economy healthier; it will, in effect, bankrupt the citizens!

TOPICAL VOCABLURY
1) demerits — nedexr

2) commodity — ToBap

3) expense — BuTpatu

4) price setter — BCTAHOBJICHHSI I[IHH
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5) optimum level — ontumanbHMIA piBEHD

6) excess capacity — HalJTMIIIOK BUPOOHUYHX TOTYKHOCTEH
7) average COSt — cepeiHs BapTIiCTh

8) revenue curve — xpuBa J0XOIy

9) equilibrium — piBHOBara

10) stifle competition — 3MeHIIEHHS KOHKYPEHITiT
11) substitutes — 3amimenus

12) inlong run — B 1OBrocTpOKOBiii MEPCICKTHBI
13) price discrimination — miHOBa AMCKpUMIiHALIis
14) state — koHCcTaTyBaTH

15)  vOows — oOiTHHI

16) impartially — cnpaseamuso

17) transparently — mpo3opo

18) consistently — mocizoBHO

19) procedural transparency — mpo30picTh IPOIEAYD
20) prejudge — 3acymKyBaTu

21) disconcertingly — mpukpo

22) intimidation tactics — TaxTuka 3aIsKyBaHHs

23) impel — npumyIryBatu

24)  full hearings — moBHe ciyxaHHs

25)  joint ventures — criyibHE TiAPUEMCTBO

26) core tenet — kirro4oBa ines

27) price reductions — 3HWKESHHSI IiH

EXERCISES

Exercise 1. Match the words with their definitions.

1) Demerit a) in an honest manner

2)  Equilibrium b) constrain or motivate

3)  Vow c) a solemn pledge to do something
4)  Commodity d) a mark against a person for failure
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5)  Consistently e) so as to be easily understood

6)  Transparently f) systematically
7) Impartially g) in a disturbing manner
8)  Impel h) a stable situation in which forces

cancel one another
9)  Disconcertingly 1) the entire amount of income

10) Revenue j) articles of commerce

Exercise 2. Fill in the correct word from the list below.

venture, revenue, price, price, run, hearing, optimum, transparency, high,

intimidation.
1) Price
2) e, Tactics
) Full .o,
4) Joint .......ooiiiiiiiii.
5) i revenue
B) i level
) e discrimination
8) Inlong ..............oeen..
Q) setter
10) curve

Exercise 3. Choose the correct answer.
1. What does “excess capacity” mean in the context of a monopoly?
a) Producing more than is demanded by consumers
b) Having the ability to produce more than what is being produced
¢) Producing at the minimum average cost
d) Operating below production capability due to competition
2. What does “price discrimination” imply in monopoly markets?

a) Charging all customers the same price for a product
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b) Charging different prices for different products
¢) Charging different prices to different customers for the same product
d) Reducing prices to compete with other firms
3. What does “productive inefficiency” refer to?
a) Producing at a higher average cost than necessary
b) Overproducing goods to reduce costs
¢) Producing at maximum efficiency

d) Reducing production costs by increasing competition

Exercise 4. Match each term with its correct definition.

Terms:

1. Anti-Monopoly Law (AML)

2. Supernormal Profit

3. Stifle Competition

4. Rule of Law

Definitions:
a) The principle that all entities are accountable to laws that are fairly applied and
enforced.
b) A situation where companies earn profits significantly higher than the normal
level in the long term.
c¢) Laws designed to prevent monopoly power and promote competition in the
market.
d) Preventing new entrants into a market to maintain control over pricing and
production.

Exercise 5. Fill in the blanks

1. A monopolist exploits consumers by setting prices due to
a lack of competition.

2. practices allow monopolists to charge different prices to

different customers for the same product.
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3. The European Chamber advocates for greater in the
enforcement of China’s Anti-Monopoly Law.

4, inefficiency occurs when a monopolist does not produce
at the minimum average cost.

5. The European business community highlights that competition law

should treat all companies

Exercise 6. Define if the following statements are true or false.

1. In a monopoly, the firm often operates at the minimum average cost.

2. Supernormal profits are considered a disadvantage of monopoly.

3. Price discrimination benefits consumers by reducing the overall cost
of products.

4.  The European Chamber supports using administrative intimidation
tactics to enforce AML.

5. Procedural transparency is recommended as a best practice for

conducting antitrust investigations.

Exercise 7. Provide synonyms or antonyms for the given words
1. Provide a synonym for “inefficiency”:
2. What is an antonym for “transparency”?
3. Provide a synonym for “stifle”:

4. What is an antonym for “extraordinary”?

Exercise 8. Translate into English using your active vocabulary
1. OnHUM 13 TOJNIOBHUX Oegexmig 1€l EKOHOMIYHOI MOJEIl € HHU3bKa
e(eKTHBHICTh y IOBTOCTPOKOBIN MEPCTIEKTUBI.
2. lleit mosap KOPUCTYETHCS BEIUKUM MOTTUTOM HA MI>KHAPOJTHOMY PUHKY.
3. KommaHiss HaMara€TbCsi 3MCHINUTH 6umpamu, HE BTpAYalOYd SKICTh
MPOAYKIIii.

4. Y puHKOBI! €KOHOMII[l BUPOOHUK HE 3aBXKJU € GCMAHOBNIO8AYEM YIHU.
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5. IligmpueMcTBO TIpaIloe HA ONMUMANLHOMY pi6HI BUPOOHUIITBA, 1100
YHUKHYTH 30UTKIB.

6. Uepes Hadauwox 6upoOHUYUX noOmydcHOcmeli KOMIaHIA 3MYIIeHa
CKOPOTUTH pOOOU1 TOJUHHU.

7. Mu pospaxyBaliu cepeoHio 6apmicmb BUPOOHUIITBA KOXKHOI OJMHHII
POJTYKIIII.

8. Ha rpadixy BHIHO, SIK 3MIHIOETBCS Kpu8a 00X00y TPHU 3POCTaHHI 00CATY
IPOJAXKIB.

9. TlomuT 1 MpOMO3HUILiS TOCATAIOTh PiBHOBA2U, KOJIU 11HA CTaOUTI3YEThCH.

10.[Jesaxi BeNWKi KOMIIAHIT 3aCTOCOBYKOTh YIHO8Y OUCKpUMIHAYiI0, 11100

30UTBIIUTH MPUOYTOK.

Exercise 9. Quiz

1. The pure monopolist’s product...
A. Has many substitutes offered by different companies
B. Is differentiated
C. Is standardized and similar to that in different companies
D. None of the choices

2. Wich of the following is not a characteristic of a pure monopoly?
A. A pure monopoly is the single seller of a particular good
B. The monopolist is a price maker and has great control over the price
C. There is relatively easy entry for firms into the monopolistic industry
D. for firms into the monopolistic industry

3. Which of the following market structures has the strongest barriers to entry

in an industry?

A. Pure monopoly
B. Oligopoly
C. Monopolistic competition
D. Pure competition

4. Which of the following is true of pure monopoly?
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A. Its demand curve slopes downward

D.

Since there is only one seller, the demand curve for the firm is the same
as that for the industry

As a monopolist lowers the price, the lower price applies to all prior units
of output, not just the additional ones sold.

All of the other choices.

. Which of the following is true? A monopolist will...

A. Increase output in the elastic region of the demand curve.
B. Decrease output in the inelastic region of the demand curve
C. Not change output if MR = MC

D. All of the other choices are correct.

. Which of the following is true of the monopolist?

A. He will always charge the highest priced he can get
B. He will maximize profit per unit
C. He may suffer a loss if Pm<Average total cost

D. None of the other choices

. Which of the following is not a condition for price discrimination?

A. All sellers must have the same willingness to purchase the product
B. Monopoly power
C. The original purchaser can’t resell the product

D. None of the other choices

. Which of the following is true of the monopolist?

A. He will operate on the inelastic part of the demand curve

B. He will continue to increase output and decrease price as long as
demand is elastic

C. He will reduce his output as long as MR>MC

D. None of the other choices.
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should express meanings such as obligation,

GRAMMAR REVISION
NODALS

The modal verbs can, could, may, might, must, ought to, will, would, shall,

necessity, certainty, ability,

possibility, lack of necessity, offers, suggestions, requests, logical assumptions,
permissions, prohibition, advice and criticism.

I Modal verbs:

* do not take -s, -ing or -ed;
» are followed by a bare infinitive except for ought to;
* do not have tenses.

Use Present / Future Past
abilit She can negotiate in three He could manage a team of 15
y languages. employees last year.
ossibilit The company can increase They could have missed the

P y revenue this quarter. funding deadline.
Our supplier may delay the He may have signed the contract
delivery. yesterday.
The client might need further |She might have misunderstood the
clarification. proposal.
This material is to be exported It was likely that the shipment had
under strict regulations. been delayed.
It is likely that the CEO will  |He was likely to have completed
attend the conference. the audit by then.

orobability They will approve the budget |
soon.
The new strategy should boost |The award should have been
profits. announced by now.
The guests ought to arrive The reports ought to have been
before the presentation. submitted yesterday.

logical He must be reviewing the She must have been finalizing the

assumption |[financial report. merger documents.

He can’t be the head of the
legal department.

The CFO can’t have approved
such a risky deal.
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Use Present / Future Past
The consultant couldn’t be He couldn’t have attended the
available today. stakeholder meeting.
ermission You can access the shared He was allowed to present the
P drive now. findings.
Could I schedule a meeting
with the director?
You may use the company
vehicle for the client visit.
Might I speak to the regional
manager, please?
necessit | must update the financial | had to cancel the meeting due to
y statement before the deadline. |a conflict.
He has to consult the She had to reschedule the
compliance team. workshop.
I’ve got to prepare the | had got to prepare a presentation
quarterly review. yesterday.
You are to follow corporate | was to finalize the vendor
policy at all times. contracts by email.
: . The contract needed reviewing
The printer needs servicing.
before approval.
| ought to reply to the We ought to have responded to
investor’s inquiry. the investor’s email sooner.
absence of You mustn’t disclose You didn’t have to attend the
necessity confidential data. board meeting.
You needn’t bring your laptop |You needn’t have submitted the
to the seminar. report twice.
advice You should consult HR about |You should have contacted HR
the issue. earlier.
You ought to follow up after |He ought to have revised the
the interview. project timeline.
You’d better finalize the It would have been better if you
proposal today. had checked the terms first.
Shall I confirm the venue for
the meeting?
o You could at least proofread  |You could have at least replied to
criticism

your emails.

the client last night.

You should complete your
tasks on time.

You should have completed the
report by now.
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Use

Present / Future

Past

You ought to be more
respectful in negotiations.

You ought to have behaved more
professionally during the call.

obligation

| must submit the project plan
today.

| had to attend a compliance
training last week.

| have to meet the quarterly
KPls.

We ought to have supported the
nonprofit initiative.

We ought to contribute to the
company’s CSR efforts.

requests

Can | see the latest figures?

Could I join the next board
meeting?

May | book the conference
room for Thursday?

Might I propose an alternative
strategy?

Will you email the investor
updates?

Would you mind reviewing
this contract?

offers

Can | assist you with the
presentation?

Shall we handle the logistics
for you?

Would you like me to draft the
report?

suggestions

Shall we postpone the product
launch?

He could have consulted the legal
team.

We can review the proposal
now, if you prefer.

You could update the client by
phone.

prohibition

You can’t disclose the client's
financial details.

We couldn’t discuss internal
matters in public.

Y ou mustn’t access restricted
files.

You may not enter the meeting
room without ID.

duty

Every employee must comply

Every employee had to follow the
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Use Present / Future Past
with company policies. new policy.
Managers ought to support They ought to have offered more
professional development. training programs.

I« Modal + be + -ing expresses an action in progress now: She may be
sleeping.

* Modal + have been + -ing expresses an action in progress in the past: She
may have been sleeping then.

* Modal + have + past participle (V3) expresses a complete action in the
past: She may have taken your car.

EXERCISES
Exercise 1. Complete the sentences with the correct modal verb (e.g., can, must,
should, may, might, will, could) and ensure the sentence makes sense in a
business or economic context.
1. Businesses __ adapt to changing market trends to stay competitive.
2. Thecompany _ increase its investment in research and development to

boost innovation.

3. Investors __ carefully evaluate risks before entering volatile markets.

4. You __ submit the financial report by Friday; it’s the deadline.

5. Small businesses _ struggle to survive during periods of economic
recession.

6. Entrepreneurs __ seek funding from venture capitalists to grow their
startups.

7. Government policies __ significantly influence foreign direct
investment.

8. We __ reduce costs to improve our profit margins this quarter.

9. Customers __ hesitate to buy expensive products during inflationary
periods.

10.A new competitor inthe market _ pose a threat to established
companies.
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Exercise 2. Choose the correct modal verb to complete the sentence.

1. Thegovernment __ take immediate action to address inflation.
a) can
b) must
) might

2. Anewpolicy  affect foreign investments in the country.
a) must
b) could
c) shall

3. Employees  attend mandatory training sessions to improve their
skills.
a) should
b) might
C) can

4. If the company expands its operations, it create more job
opportunities.
a) may
b) must
c) will

5. Businesses __ forecast their annual revenue to plan for future
investments.
a) can
b) should
¢) must

6. The marketingteam _ launch a new campaign to increase brand
visibility.
a) might
b) will

C) can
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Companies __ reduce waste to align with environmental regulations.
a) should

b) must

C) can

You __ sign the contract before the deal is finalized.

a) might

b) must

c) can

A skilled workforce _ help an organization achieve long-term success.
a) must

b) could

c) shall

10.Global markets be unpredictable due to geopolitical events.

a) can
b) will

C) may

Exercise 3. Match the sentences using modal verbs with their correct economic

or business context.

1.
2.

The central bank _ lower interest rates to stimulate borrowing.
Companies __ diversify their products to reduce dependency on a
single market.

You _ notdelay payment to suppliers to maintain good business

relationships.

Employees  request additional resources to meet their targets.
Governments _ offer tax incentives to attract foreign investors.
Managers _ analyze competitors' strategies before launching a new
product.

Startups _ face challenges in securing funding during a recession.
We _ evaluate the cost-benefit ratio before making large investments.
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9. Organizations __ improve workplace culture to retain employees.
10.Firms ___ conduct market research to understand consumer behavior.

a) Encouraging international trade

b) Improving workplace productivity

¢) Responding to economic challenges

d) Ensuring operational stability

e) Strengthening market position

f) Managing competitive risks

g) Supporting long-term profitability

h) Retaining key personnel

1) Making strategic decisions

J) Promoting financial stability

Exercise 4. Identify and correct the mistakes in the use of modal verbs in these
sentences.
1. The company will to launch its new product next quarter.
They might can increase their advertising budget next year.
Businesses mustn’t to ignore the impact of environmental regulations.
The team shall creates a contingency plan for potential risks.
Employees should to understand the company’s long-term goals.
You could not delay submitting the tax forms last year.
Management must analyzes quarterly sales reports to identify trends.

A growing company might has additional operating expenses.

© 0 N o 0o &~ D

Inflation should affects consumer spending significantly.

10.The CEO can attends the conference, but it isn’t confirmed yet.
Exercise 5. Answer the following questions using modal verbs and

business/economic vocabulary.

1. What should a company do to remain competitive in a saturated market?
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9.

How might governments support small businesses during an economic
downturn?

Why must organizations prioritize customer satisfaction in a global
economy?

What factors could influence a company’s decision to expand
internationally?

How can businesses mitigate risks associated with fluctuating exchange
rates?

What strategies should an organization adopt to manage rising operational
costs?

How may technological advancements affect the labor market in developing
economies?

Why might investors choose to diversify their portfolios during uncertain
times?

How must leaders address employee concerns to improve retention rates?

10.What could happen if a company fails to comply with environmental

regulations?

Exercise 6. Rewrite the sentences below using modal verbs to make them more

formal or polite.

1.

© © N o g &~ w N

It is necessary to meet the project deadline by Friday.

Employees are required to complete their training by the end of this quarter.

| advise the management team to increase the marketing budget.

The financial department must analyze the quarterly budget.

Clients are allowed to request additional information if needed.

It is recommended to diversify the company’s investment portfolio.

All employees must attend the annual company meeting.

It’s possible for new policies to affect our supply chain.

You have permission to access the confidential report, but only within the

office.
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10.The CEO insists on reviewing all major decisions before implementation.

Exercise 7. Fill in the blanks

1.
2.

Arise inunemployment  lead to lower consumer spending.

Central banks __ lower interest rates to stimulate the economy during a
recession.

Inflation _ cause businesses to increase prices, potentially reducing
demand.

International trade agreements ~ create opportunities for economic
growth.

High levels of debt _ be unsustainable for developing economies.
Governments ___increase infrastructure spending to boost job creation.
Exchange rate fluctuations _ affect the profitability of export-driven
companies.

Policy changes _ alter the investment climate in emerging markets.
Companies __ focus on sustainability to appeal to environmentally

conscious consumers.

10.1n some cases, increased taxation discourage foreign investment.
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TEXTS GOR READING AND DISCUSSION
Text 1

The Global Marketplace: Opportunities and Challenges

The globalization of business has transformed the way companies operate.
Today, even small and medium-sized enterprises can reach international markets
through advancements in technology, trade agreements, and interconnected supply
chains. For many businesses, expanding internationally is no longer a luxury—it is
a necessity to remain competitive in an increasingly global economy.

One of the primary reasons companies venture into the global marketplace is
to tap into new customer bases. Saturation in domestic markets often leads
businesses to seek growth opportunities abroad. For example, a technology
company based in the United States might find a significant demand for its
products in Asia or Europe, where customers have similar needs but fewer local
providers. This expansion not only boosts revenue but also diversifies the
business’s income sources, making it less vulnerable to downturns in any single
market.

Globalization also allows companies to benefit from cost efficiencies. By
establishing production facilities in countries with lower labor or manufacturing
costs, businesses can reduce expenses and increase profit margins. A well-known
example is the apparel industry, where many companies outsource production to
countries like Bangladesh, Vietnam, or Indonesia, where wages are lower
compared to Western countries. Additionally, accessing raw materials in resource-
rich regions can lead to significant savings.

However, operating internationally comes with its challenges. Navigating
cultural differences is one of the most complex aspects of global business. A
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marketing campaign that resonates well with customers in one country might be
ineffective—or even offensive—in another due to differing cultural norms,
traditions, and values. For instance, while humor is a common marketing tool in
the United States, it may not be as well-received in more conservative cultures.

Legal and regulatory barriers also pose significant challenges. Each country
has its own rules regarding trade, labor, taxation, and intellectual property.
Businesses must comply with these regulations while ensuring they do not violate
domestic laws in their home country. In some cases, governments may impose
tariffs or trade restrictions that make entering a particular market financially
unfeasible.

Another significant concern is currency risk. When businesses operate in
multiple countries, they must deal with fluctuations in exchange rates. A sudden
depreciation of a foreign currency can reduce the profitability of sales in that
region. For example, a company exporting goods to a country whose currency
loses value against the dollar may receive less revenue in dollar terms than initially
expected.

Despite these hurdles, many companies view the global marketplace as an
opportunity rather than a threat. To mitigate risks, they often invest in local
partnerships or joint ventures, leveraging the expertise and networks of established
local players. Additionally, businesses increasingly rely on technology to
streamline operations and communication across borders. Tools such as customer
relationship management (CRM) systems, video conferencing, and cloud-based
supply chain platforms allow businesses to operate seamlessly across continents.

In conclusion, the global marketplace offers immense potential for growth
and innovation, but it requires careful planning, cultural sensitivity, and a
willingness to adapt. Companies that can successfully navigate the complexities of
international business will not only thrive but also contribute to the economic
interconnectedness that defines the modern world.

Discussion Questions:
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1.  What are the biggest risks for businesses entering international
markets, and how can they be mitigated?

2. Can small businesses benefit from globalization, or is it only feasible
for large corporations?

3. How important is cultural understanding for the success of
international business operations?

4, In your opinion, will globalization continue to grow, or will
protectionism hinder its progress?

5. Can you think of an example where a company succeeded or failed

due to cultural or regulatory challenges?

Text 2

Business and Artificial Intelligence: Transforming Industries

Artificial Intelligence (Al) has emerged as one of the most transformative
technologies of the 21st century, profoundly impacting businesses across the globe.
From streamlining operations to enabling more informed decision-making, Al is
redefining how organizations function, innovate, and compete.

The Role of Al in Business

Al refers to the simulation of human intelligence by machines, including the
ability to learn, reason, and solve problems. In business, Al applications span a
wide range of functions:

1. Automation of Repetitive Tasks:

2. Al-powered systems are being used to automate routine tasks, freeing up
human employees to focus on more strategic work. For example, chatbots in
customer service handle inquiries 24/7, reducing response times and
Improving customer satisfaction. In accounting, Al tools automate invoice
processing and expense tracking, ensuring accuracy and saving time.

3. Data-Driven Decision-Making:
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. Businesses generate vast amounts of data every day. Al systems analyze this
data to provide actionable insights, helping companies make informed
decisions. Predictive analytics tools, for instance, forecast market trends or
customer behavior, enabling businesses to stay ahead of the competition.

. Personalization:

Companies use Al to deliver personalized experiences to their customers. E-
commerce platforms like Amazon and Netflix leverage Al algorithms to
recommend products and content based on user preferences and past
behavior. This targeted approach increases customer engagement and boosts
sales.

. Improving Efficiency:

Al optimizes supply chains by predicting demand, managing inventory, and
identifying inefficiencies. Manufacturers use Al-driven robotics to improve
production processes, reducing waste and increasing output.

. Enhancing Security:

. Cybersecurity systems powered by Al detect and mitigate threats in real
time. For example, financial institutions use Al to identify fraudulent
transactions and protect sensitive customer data.

Al Across Industries

. Healthcare:

Al is revolutionizing the healthcare industry by improving diagnostic
accuracy and treatment planning. Al-powered tools analyze medical images,
predict disease outbreaks, and assist in drug discovery.

. Finance:

In banking and finance, Al automates fraud detection, credit scoring, and
risk assessment. Robo-advisors provide personalized investment
recommendations, making financial planning more accessible.

. Retail:

Retailers use Al for inventory management, dynamic pricing, and customer

159



relationship management. Virtual shopping assistants and AR-powered
fitting rooms enhance the shopping experience.

. Transportation:

Al is the backbone of autonomous vehicles, which promise to transform the
logistics and transportation industries. Additionally, Al optimizes routes and
schedules for delivery services, saving time and fuel.

. Education:

Al-powered platforms provide personalized learning experiences, adapting
content to students' needs. Automated grading systems reduce teachers'
workloads, allowing them to focus on teaching.

Challenges of Implementing Al in Business

Despite its benefits, adopting Al is not without challenges:

. Cost:

Developing and integrating Al systems can be expensive, particularly for
small businesses.

. Skill Gaps:

. There is a growing demand for professionals with expertise in Al and
machine learning. Companies struggle to find skilled talent to implement
and manage Al solutions.

. Data Privacy:

. Al relies on large datasets, raising concerns about data privacy and security.
Businesses must comply with regulations such as GDPR to ensure ethical
use of customer data.

. Bias and Ethics:

Al systems can inherit biases present in the data they are trained on, leading
to unfair outcomes. Ensuring transparency and accountability in Al decision-
making is a significant challenge.

. Resistance to Change:
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8. Employees may fear that Al will replace their jobs, leading to resistance.

Businesses must address these concerns through education and upskilling
programs.
The Future of Al in Business

The potential of Al in business is limitless. As technology advances, Al

systems will become more sophisticated and accessible. Some key trends to watch

include:

Al-Powered Creativity: Generative Al tools are already being used to create
marketing content, product designs, and even music.

Sustainable Business Practices: Al will play a crucial role in promoting
sustainability by optimizing energy use and reducing waste.

Human-Al Collaboration: Instead of replacing jobs, Al will augment human
capabilities, creating new roles and opportunities.

Businesses that embrace Al will gain a competitive edge, but they must also

navigate the ethical and practical challenges that come with it. Ultimately, the

successful integration of Al will depend on a company’s ability to balance

innovation with responsibility.

Discussion Questions:

How can businesses ensure that Al is used ethically and responsibly?

What industries do you think will benefit the most from Al in the next
decade?

Do you believe Al will create more jobs or lead to significant job losses?
Why?

How can small businesses adopt Al despite financial and technical
constraints?

What role should governments play in regulating Al in business?
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Text 3

Unlocking the Internet

In 1998, two graduate students at Stanford University in California thought
they saw how to unlock the Internet’s rapidly expanding universe of information.
A decade later, Google — as they called their invention — had become the dominant
Internet search engine in most of the world. Its revenue topped $20 billion in 2008,
half from outside the United States, and its employees numbered 20,000. Its
computers could store, index, and search more than one trillion other Web site
pages. So ubiquitous had this search engine grown that its very name had become a
verb: When most people want to find something on the Internet, they “google” it.

Although this astonishing success has rarely been matched, its ingredients
are a familiar part of the U.S. economic story. Google illustrates how ideas,
entrepreneurial ambition, university research, and private capital together can
create breakthrough innovations.

Google’s founders, Sergey Brin and Larry Page, started with particular
advantages. Brin, born in Moscow, and Page, a midwesterner, are sons of
university professors and computer professionals. “Both had grown up in families
where intellectual combat was part of the daily diet,” says David Vise, author of
The Google Story. They met by chance in 1995 at an orientation for new doctoral
students at Stanford University’s graduate school, and by the next year they were
working together at a new Stanford computer science center built with a $6 million
donation from Microsoft founder Bill Gates.

As with other Internet users, Brin and Page were frustrated by the inability
of the existing search programs to provide a useful sorting of the thousands of sites
that were identified by Web queries. What if the search results could be ranked,
they asked themselves, so that pages that seemed objectively most important were
listed first, followed by the next most important, and so forth? Page’s solution

began with the principle that sites on the Web that got the most traffic should stand
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at the top in search reports. He also developed ways of assessing which sites were
most intrinsically important.

At this point, Stanford stepped in with critical help. The university
encourages its PhD students to use its resources to develop commercial products.
Its Office of Technology Licensing paid for Google’s patent. The first funds to
purchase the computers used for Google’s searches came from a Stanford digital
library project. Their first users were Stanford students and faculty.

The linkages between university research and successful business innovation
have not always thrived in regions where technology industries are not well rooted.
But Stanford, in Palo Alto, California, stands at the center of Silicon Valley, a
matrix of technology companies, investment funds, and individuals with vast
personal fortunes that evolved during the decades of the computer industry’s
evolution.

In 1998, Brin and Page met Andy Bechtolsheim, a co-founder of Sun
Microsystems, an established Silicon Valley leader. Bechtolsheim believed that
Brin and Page could succeed. His $100,000 personal check helped the pair build
their computer network and boosted their credibility. A year later, Google was
handling 500,000 queries a day and winning recognition across the Internet
community. Google’s clear advantages over its rivals and the inventors’
commitment attracted $25 million in backing from two of Silicon Valley’s biggest
venture funds. And the founders got the money without having to give up control
of the company.

A decade after its founding, Google’s goals have soared astronomically. As
author Randall Stross, author of Planet Google, puts it, the company aims to
“organize everything we know.” Its initiatives include an effort to digitize every
published book in the world.

Google has emerged as a metaphor for the openness and creativity of the
U.S. economy, but also for the far-ranging U.S. power that so worries foreign
critics. Human rights advocates and journalists blasted Google’s 2006 agreement to

self-censor its search engine in China at the direction of Beijing’s government.
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Google answers that these kinds of restrictions will fade with the spread of
democracy and individual freedoms. If that proves true, this example of American
entrepreneurship will have been an agent of that change.

Discussion Questions:

1. What factors contributed to Google’s success as described in the text? How
do these factors reflect broader trends in the U.S. economy?

2. How did Stanford University support the development of Google? Do you
think this level of university involvement is essential for technological
breakthroughs? Why or why not?

3. The text mentions Google’s efforts to digitize books and its controversial
self-censorship in China. How do these initiatives reflect both the positive
and negative aspects of Google’s global influence?

4. Sergey Brin and Larry Page took significant risks in building Google,
including seeking funding and competing with established search engines. In
your opinion, what role does risk-taking play in entrepreneurship, and how
is it illustrated in Google’s story?

5. Google has been criticized for agreeing to censorship demands in China.
Should companies like Google prioritize ethical considerations over business

expansion? Why or why not?

Text 4

The Double-Edged Sword of Social Networks

Social networks have transformed how people communicate, share
information, and build relationships. Platforms like Facebook, Instagram, Twitter
(now X), and TikTok connect billions of users worldwide, enabling them to share
their lives, express opinions, and even influence global movements. However, as
these networks become more integrated into daily life, they raise critical questions

about their impact on society.
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One of the greatest benefits of social networks is their ability to connect
people across the globe. A grandmother in one country can video call her
grandchildren halfway around the world, while activists can use these platforms to
organize protests, share their message, and rally support for important causes.
Social media has given a voice to marginalized communities, providing a platform
to share their stories and fight for justice.

On the flip side, social networks have also been criticized for spreading
misinformation, creating echo chambers, and amplifying negativity. Algorithms
prioritize engagement, often favoring sensational or divisive content over nuanced
discussions. This can distort users' perceptions of reality, polarize communities,
and contribute to mental health issues. Moreover, social media often promotes an
unrealistic standard of beauty and success, which can lead to anxiety, depression,
and feelings of inadequacy.

Privacy is another pressing issue. Social networks collect vast amounts of
personal data to target users with ads and recommendations. While this creates a
more personalized experience, it also raises concerns about how this data is used,
stored, and protected. High-profile data breaches and controversies, such as
Cambridge Analytica, have highlighted the risks involved in handing over so much
information to private companies.

Perhaps one of the most contentious questions is the role of social networks
in shaping public discourse. Should these platforms act as neutral conduits for free
speech, or do they have a responsibility to moderate content and prevent the spread
of harmful ideas? Striking the right balance between freedom of expression and
protecting users from harm remains an ongoing challenge.

In many ways, social networks reflect the best and worst of humanity. They
offer unprecedented opportunities for connection and creativity but also pose
significant challenges that society must address. The question is: how can we

maximize the benefits of social networks while minimizing their harms?
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Discussion Questions

1. What do you think is the most significant positive impact of social
networks on society?

2. How can users protect themselves from the negative mental health
effects associated with social media use?

3. Should social media companies be responsible for regulating content
on their platforms? Why or why not?

4, How can individuals ensure their privacy while using social networks?

5. In what ways can social networks contribute to misinformation, and

what steps can be taken to counteract this issue?

' DISCUSSION ON INTERNATIONAL BUSINESS

Introduction
International business refers to all commercial transactions, both private and
governmental, that occur between two or more countries. These transactions
include trade, investment, and the movement of goods, services, and resources
across borders. With globalization and technological advancements, international
business has become a significant aspect of modern economies.

Key Discussion Points

1. Globalization and Its Impact

o How has globalization shaped the way businesses operate
internationally?

o What are the advantages and disadvantages of globalization for

businesses?
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o Examples of companies that have successfully leveraged
globalization.

2. Cultural and Ethical Considerations

o How do cultural differences affect international business operations?

o What challenges do companies face in maintaining ethical standards
across borders?

o Importance of understanding local customs, language, and traditions.

3. Trade Agreements and Policies

o The role of trade agreements such as NAFTA, USMCA, and the EU
In promoting international trade.

o How do tariffs, quotas, and regulations impact businesses?

o The effect of geopolitical tensions on international trade.

4.  Technological Advancements

o How technology has simplified cross-border trade and
communication.

o The role of e-commerce in international business.

o Challenges associated with cybersecurity in a global market.

5. Risks in International Business

o Currency exchange risks and strategies for mitigation.
o Political and economic instability in target markets.
o Managing supply chain disruptions on a global scale.

6. Corporate Social Responsibility (CSR) in International Business

o Importance of sustainability and CSR in international operations.

o How companies can balance profit-making with social responsibilities
globally.

o Examples of businesses contributing positively to international
communities.

7. Future Trends in International Business
o The growing importance of emerging markets.

o Role of artificial intelligence and automation in global operations.
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o Predictions on how international trade dynamics may shift in the

coming decades.

Questions for Discussion

1. What strategies can businesses adopt to overcome cultural barriers in
international trade?

2. How should companies adapt their marketing strategies for different
international markets?

3. What role does education play in preparing professionals for
international business challenges?

4, In what ways can small businesses compete globally?

5. How can companies balance profitability with ethical practices and

sustainability in global markets?

ELLIGENCE
ON ON THE USAGE OF ARTIFICIA; INT
S IN INTERNATIONAL BUSINES

Introduction
Artificial Intelligence (Al) has revolutionized the way businesses operate across

borders. From automating processes to improving decision-making, Al is a
transformative force in international business. Companies leverage Al to enhance
efficiency, reduce costs, and gain competitive advantages in global markets.

Key Discussion Points

1. Globalization and AI’s Role

o How has Al influenced the globalization of businesses?

o Examples of how Al-powered solutions are enabling seamless
international operations.

o The impact of Al in connecting businesses to global markets.
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2. Cultural and Ethical Considerations
o How can Al help businesses understand cultural differences in

international markets?

o Ethical concerns with using Al, such as data privacy and algorithmic
bias.

o The importance of culturally sensitive Al models in global business
strategies.

3. Trade Agreements and Policies in the Al Era

o The role of Al in navigating trade agreements and compliance with
international regulations.

o How Al-driven data analytics can assist in trade policy analysis.

o The implications of differing Al regulations across countries.

4, Technological Advancements in Al

o Al-powered tools for global communication and translation, such as
chatbots and voice assistants.

o The use of Al in global supply chain management and logistics.

o Examples of Al transforming e-commerce and international
marketing.

5. Risks and Challenges of Using Al in International Business

o Dependence on Al and the risks of technology failure or misuse.
o Challenges in integrating Al with existing business systems on a
global scale.

o The risk of cybersecurity threats in Al applications.

6. Corporate Social Responsibility (CSR) and Al

o How businesses can use Al to meet sustainability goals globally.

o Ethical Al practices in international operations, focusing on
transparency and fairness.

o Examples of Al-driven initiatives for social good in international
markets.

7. Future Trends of Al in International Business
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o The potential of Al to drive innovation in global trade and commerce.

o Emerging Al technologies like machine learning, natural language
processing, and robotics in international operations.

o Predictions for AI’s role in shaping the future of global business
dynamics.

Questions for Discussion

1. How can Al help businesses understand and adapt to cultural
differences in global markets?

2. What strategies should companies adopt to ensure ethical and
unbiased Al usage internationally?

3. How can small businesses leverage Al to compete in global markets?

4.  What are the key challenges in implementing Al solutions across
different countries?

5. What are the implications of varying Al regulations in different

regions for international businesses?

EOFAIIN SHAPING THE FUTURE
ORCE DYNAMICS

Introduction
Acrtificial Intelligence (Al) is reshaping the global workforce by automating tasks,
enhancing productivity, and creating new roles that didn’t exist a decade ago. As
businesses operate internationally, AI’s influence on workforce dynamics spans
across borders, industries, and cultures, driving conversations about its benefits,
challenges, and long-term implications.

Key Discussion Points

1. Al-Driven Automation in International Business

o How is Al automating tasks in various sectors across the globe?
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o The impact of automation on labor-intensive industries in different
countries.

o Case studies of companies successfully integrating Al into their global
operations.

2. Workforce Upskilling and Reskilling

o The need for upskilling employees to work alongside Al technologies.

o International approaches to workforce training for Al-driven roles.

o Challenges in bridging the skills gap in developing and developed
countries.

3. Cultural and Regional Impacts of Al on Jobs

o How cultural attitudes toward technology influence Al adoption in the
workplace.

o The effect of Al on job creation and displacement in various regions.

o Balancing global consistency with local workforce needs.

4. Al and Remote Work in International Business

o The role of Al in enabling remote work and virtual teams across
borders.

o Al tools that enhance productivity, communication, and collaboration
in global teams.

o Challenges in managing a diverse, Al-enabled remote workforce.

5. Ethical and Social Implications of Al in the Workforce

o How can businesses ensure equitable use of Al in hiring and
workforce management?

o The potential for Al to reduce or exacerbate workplace discrimination.

o Balancing profit and responsibility when replacing human labor with
Al systems.

6. Al Policies and Global Workforce Regulations

o International differences in Al-related labor policies.
o How governments and businesses are addressing the impact of Al on
employment.
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o The role of global institutions in standardizing Al workforce

practices.
7. The Future of Work in an Al-Powered World
o Emerging trends in Al-driven workforce models.

o The role of Al in creating entirely new industries and job categories.

o Predictions on the evolution of the global workforce with advancing
Al.

Questions for Discussion

1. What strategies can businesses adopt to prepare their international
workforce for Al integration?

2. How can Al be used to enhance diversity and inclusion in global
hiring practices?

3. What are the ethical considerations for companies using Al to replace
human labor internationally?

4, How can governments and businesses collaborate to address Al-
related workforce disruptions?

5. What opportunities does Al offer for developing countries in terms of

workforce development?
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GLOSSARY OF ECONOMIC TERMS

. ’\Agribusiness — A term that reflects the large, corporate nature of many
farm enterprises in the modern U. S. economy.

American Stock Exchange — One of the key stock exchange in the United
States, it consists mainly of stocks and bonds of companies that are small to
medium-sized, compared with the shares of large corporations traded on the New
York Stock Exchange.

Amortisation — The gradual reduction in the value of an asset (or a debt)
over time. A debt (such as a mortgage) is amortised via regular repayments.
Companies use amortisation to steadily reduce the value of intangible assets on

their balance-sheets.

Antitrust law — A policy or action that seeks to curtail monopolistic powers
within a market.

Arbitration — The hearing and determination of a dispute, esp an industrial
dispute, by an impartial referee selected or agreed upon by the parties concerned.

Asset — A possession of value, usually measured in terms of money.

Auctions — These are usually associated with the sale of livestock, antiques
and works of art. But in recent decades, they have been favoured by economists as
a means of ensuring that sellers get the best price for a wider range of assets. For
example, governments have used auctions to sell off parts of the electromagnetic

spectrum to mobile telecoms companies.

)
L Balance of payments — An accounting statement of the money value
of international transactions between one nation and the rest of the world over a

specific period of time. The statement shows the sum of transactions of

173



individuals, businesses, and government agencies located in one nation, against
those of all other nations.

Balance of trade — That part of a nation’s balance of payments dealing with
Imports and exports — that is, trade in goods and services — over a given period. If
exports of goods exceed imports, the trade balance is said to be “favorable”; if
Imports exceed exports, the trade balance is said to be “unfavorable”.

Barter — The direct swap of goods and services for other goods and
services, without the use of money. This is normally a less efficient form of trade,
since the wants and needs of buyers and sellers rarely match exactly.

Bear — Investor who expects the price of an asset or assets in general to fall.

Bear market — A market in which, in a time of falling prices, shareholders
may rush to sell their stock shares, adding to the downward momentum.

Big Mac index — A light-hearted guide to whether currencies are over- or
undervalued, invented by The Economist in 1986. The index is based on the theory
of purchasing-power parity — the notion that in the long run exchange rates should
tend to equalise the prices of goods in different currencies. Fresh helpings of
burgernomics are served up regularly.

Bill of exchange — A short-term financial instrument, originally used to
finance international trade. The buyer of goods would give the seller a signed bill,
equal to the value of the purchase, which the seller could then cash with a banker.
In modern finance, bills are a catch-all term for short-term debt such as Treasury
bills and commercial bills.

Black economy — That portion of the income of a nation that remains
illegally undeclared either as a result of payment in kind or as a means of tax
avoidance.

Blockchain — A distributed ledger used to make a digital record of the
ownership of assets, in particular cryptocurrencies.

Boom — A period of high economic growth characterized by rising wages,
profits, and prices, full employment, and high levels of investment, trade, and other

economic activity.
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Bond — A certificate reflecting a firm’s promise to pay the holder a periodic
interest payment until the date of maturity and a fixed sum of money on the
designated maturing date.

Bubble — The concept that asset prices can rise far higher than can be
justified by their fundamentals, such as the expected cashflows that will derive
from them. A famous example is the South Sea bubble of the early 18th century.
Economists who believe in efficient markets are dubious that bubbles ever occur.
Identifying bubbles at the time isn’t always easy.

Budget — The annual process through which a government sets out its
spending plans and tax measures. A balanced budget is when revenues are
expected to match expenditure. More usually, spending outstrips revenues and the
government runs a budget deficit.

Budget deficit — The amount each year by which government spending is
greater than government income.

Budget surplus — The amount each year by which government income
exceeds government spending.

Bull — Investor who expects the price of an asset or assets in general to rise.

Bull market — A market in which there is a continuous rise in stock prices.
\'

\

’Capital — The physical equipment (buildings, equipment, human
skills) used in the production of goods and services. Also used to refer to corporate
equity, debt securities, and cash.

Capitalism — An economic system in which the means of production are
privately owned and controlled and which is characterized by competition and the
profit motive.

Capital market — The market in which corporate equity and longer-term

debt securities (those maturing in more than one year) are issued and traded.
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Central bank — A country’s principal monetary authority, responsible for
such key functions as issuing currency and regulating the supply of credit in the
economy.

Commercial bank — A bank that offers a broad range of deposit accounts,
including checking, savings, and time deposits, and extends loans to individuals
and businesses — in contrast to investment banking firms such as brokerage firms,
which generally are involved in arranging for the sale of corporate or municipal
securities.

Commodity — A raw material, such as oil or copper, that is usually traded in
bulk. Changes in commodity prices can have significant economic effects by, for
example, feeding through into consumer prices. A sharp rise in energy prices can
adversely affect consumer demand; because consumers have to spend more on
energy, they have less to spend elsewhere.

Common market — A group of nations that have eliminated tariffs and
sometimes other barriers that impede trade with each other while maintaining a
common external tariff on goods imported from outside the union.

Common stock — A share in the ownership of a corporation.

Competition — A concept at the heart of economics. Firms compete to sell
the best goods and services to consumers, and to attract the best workers. The aim
Is to allocate resources in the most efficient manner.

Consumer — A person who acquires goods and services for his or her own
personal needs.

Consumer goods - Goods that satisfy personal needs rather than those
required for the production of other goods or services.

Consumer price index — A measure of the U.S. cost of living as tabulated
by the U.S. Bureau of Labor Statistics based on the actual retail prices of a variety
of consumer goods and services at a given time and compared to a base period that
Is changed from time to time.

Consumption tax — A tax on expenditures, rather than on earning.
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Cost of living — The average expenditure of a person or family in a given
period.

Cryptocurrency — Tokens created digitally and at the moment privately,
although some central banks have created their own. Enthusiasts see the currencies
as a way of avoiding fiat currency and hence the oversight of governments and
banks; ownership and transfer are recorded in a distributed ledger, called
the blockchain. The value of cryptocurrencies has been highly volatile, making it
difficult for them to be either a store of value or medium of exchange, two
essential functions of a conventional currency.

Currency — A metal or paper medium of exchange that is in current use in a
particular country.

Current account — An account at a bank or building society against which

cheques may be drawn at any time

w =

Y I Debt — That is owed, such as money, goods, or services

Deflation — A reduction in the level of total spending and economic activity
resulting in lower levels of output, employment, investment, trade, profits, and
prices

Deficiency payment — A government payment to compensate farmers for all
or part of the difference between producer prices actually paid for a specific
commodity and higher guaranteed target prices.

Demand — The total quantity of goods and services consumers are willing
and able to buy at all possible prices during some time period.

Deposit insurance — U.S. government backing of bank deposits up to a
certain amount — currently, $100,000.

Depression — A severe decline in general economic activity in terms of
magnitude and/or length.

Deregulation — Lifting of government controls over an industry.
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Discount rate — The interest rate paid by commercial banks to borrow funds
from Federal Reserve Banks.

Dividend — Money earned on stock holdings; usually, it represents a share of
profits paid in proportion to the share of ownership.

Dow Jones Industrial Average — A stock price index, based on 30
prominent stocks, that is a commonly used indicator of general trends in the prices
of stocks and bonds in the United States.

Dumping — Under U.S. law, sales of merchandise exported to the United
States at “less than fair market value,” when such sales materially injure or
threaten material injury to producers of like merchandise in the United States.

Duty — A government tax, esp on imports.

\
y ]

\

o 'Economic growth — An increase in a nation’s capacity to produce
goods and services.

Electronic commerce — Business conducted via the World Wide Web.

Embargo — Any legal stoppage of commerce.

Employee — A person who is hired to work for another or for a business,
firm, etc, in return for payment.

Employer — A person, business, firm, etc, that employs workers.

Employment — The act of employing or state of being employed.

Entrepreneur — The owner or manager of a business enterprise who, by risk
and initiative, attempts to make profits.

Exchange rate — The rate, or price, at which one country’s currency is
exchanged for the currency of another country.

Exports — Goods and services that are produced domestically and sold to
buyers in another country.

Export subsidy — A lump sum given by the government for the purpose of

promoting an enterprise considered beneficial to the public welfare.
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w"=  Fast track — Procedures enacted by the U.S. Congress under which
it votes within a fixed period on legislation submitted by the president to approve
and implement U.S. international trade agreements.

Federal Reserve Bank — One of the 12 operating arms of the Federal
Reserve System, located throughout the United States, That together with their 25
branches carry out various functions of the U.S. central bank system.

Federal Reserve System — The principal monetary authority (central bank)
of the United States, which issues currency and regulates the supply of credit in the
economy. It is made up of a seven-member Board of Governors in Washington,
D.C., 12 regional Federal Banks, and their 25 branches.

Fiscal policy — The federal government’s decisions about the amount of
money it spends and collects in taxes to achieve full employment and a non-
inflationary economy.

Fixed exchange rate system — A system in which exchange rates between
currencies are at a predetermined level and do not move in response to changes in
supply and demand.

Floating exchange rate system — A flexible system in which the exchange
rate is determined by market forces of supply and demand, without intervention.

Food for Peace — A program that provides for the disposition of U.S. farm
products outside the United States.

Franchise — Authorization granted by a manufacturing enterprise to a
distributor to market the manufacturer’s products.

Free enterprise system — An economic system characterized by private
ownership of property and productive resources, the profit motive to stimulate
production competition to ensure efficiency, and the forces of supply and demand
to direct the production and distribution of goods and services.

Free trade — The absence of tariffs and regulations designed to curtail or

prevent trade among nations.
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Fringe benefit — An indirect, non-cash benefit provided to employers in
addition to regular wage or salary compensation, such as health insurance, life
insurance, profit-sharing, and the like.

Futures — Contracts that require delivery of a commodity of specified

quality and quantity, at a specified price, on a specified future date.
= |

\
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JI Globalisation — The tendency for national economies to become
integrated with each other, through the movement of goods and
services, capital and people. The first modern wave of globalisation in the late 19th
century was brought to an end by the first world war. A second stage emerged
during the late 20th century as China, and the ex-communist countries of eastern
Europe, joined the global trading system.

Gold standard — A monetary system in which currencies are defined in
terms of a given weight of gold.

Gross domestic product (GDP) — The total value of a nation’s output,
income, or expenditure produced within its physical boundaries.

Gross national product (GNP) — The total value of all final goods and

services produced annually by a nation

\I\ \h Hedging — This occurs when individuals, companies and institutions
try to protect themselves against adverse market movements, such as changes in
commodity prices, currencies or interest rates.

Hire purchase — A system for purchasing merchandise, such as cars or
furniture, in which the buyer takes possession of the merchandise on payment of a
deposit and completes the purchase by paying a series of regular instalments while
the seller retains ownership until the final instalment is paid.

Human capital — The health, strength, education, training, and skills that

people bring their jobs.
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Hyperinflation — Extremely high inflation, usually over 50 per cent per

month, often involving social disorder.

.

w "= mports — Goods or services that are produced in another country and
sold domestically.

Income tax — An assessment levied by government on the net income of
individuals and businesses.

Industrial Revolution — The emergence of the factory system of production
in which workers were brought together in one plat and supplied with tools,
machines, and materials with which they worked in return for wages. The
Industrial Revolution was spearheaded by rapid changes in the manufacture of
textiles, particularly in England about 1770 and 1830. More broadly, the term
applies to continuing structural economic change in the world economy.

Inflation — A rate increase in the general price level of all goods and
services. (This should not be confused with increases in the Prices of specific
goods relative to the prices of other goods.)

Insurance — The act, system, or business of providing financial protection
for property, life, health, etc, against specified contingencies, such as death, loss, or
damage, and involving payment of regular premiums in return for a policy
guaranteeing such protection.

Interest — A right, share, or claim, esp in a business or property

Interest rate — The rate of interest payable on borrowed money.

Intellectual property — Ownership, as evidenced by patents, trademarks,
and copyrights, conferring the right to possess, use, or dispose of products created
by human ingenuity.

Investment — The purchase of a security, such as a stock or bond.

Invisible hand — A metaphor used by Adam Smith to describe how an
individual may be “led by an invisible hand to promote an end which was no part

of his intention”. This has been interpreted in the modern era to suggest that
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individuals who act in their own self-interest may end up promoting the good of
society as a whole.
Invoice — A document issued by a seller to a buyer listing the goods or

services supplied and stating the sum of money due.

.

O Joint-stock company — A business enterprise characterized by its

separate legal existence and the sharing of ownership between shareholders, whose
liability is limited.
Joint venture — A business or project in which two or more companies or

individuals have invested, with the intention of working together.

N

J: 4 Labor force — As measured in the United States, the total number of
people employed or looking for work.

Laissez-faire — French phrase meaning “leave alone”. In economic and
politics, a doctrine that economic system functions best when there is no
interference by government.

Lease — A contract by which property is conveyed to a person for a specified
period, usually for rent.

Loan — Property lent, esp money lent at interest for a period of time.

L Managed float regime — An exchange rate system in which rates for
most currencies float, but central banks still intervene to prevent sharp changes.
Market — A setting in which buyers sellers establish prices for identical or
very similar products, and exchange goods or services.
Market economy — The national economy of a country that relies on market
forces to determine levels of production, consumption, investment, and savings

without government intervention.
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Microeconomics — The branch of economics that studies the decision-
making of individual entities, such as individuals and businesses. Microeconomists
look at how these agents will respond to incentives, or to changes in prices,
regulations or taxes. By contrast, macroeconomics looks at the behaviour of the
economy in aggregate.

Mixed economy — An economic system in which both the government and
private enterprise play important roles with regard to production, consumption,
investment, and savings.

Monetary policy — Federal Reserve System actions to influence the
availability and cost of money and credit as a means of helping to promote high
employment, economic growth, price stability, and sustainable pattern of
international transactions.

Money — The oil that greases the economy’s wheels, and acts as the unit of
account for economic activity. Money can be any token that is accepted as
payment; past examples have included seashells and the giant stones on the island
of Yap. For a while, money was linked to precious metals but modern money is
largely fiat currency and is electronic in form. Whatever its form, money needs to
be a reasonably stable store of value and an acceptable medium of exchange.

Money supply — The amount of money (coins, paper currency, and checking
accounts) that is in circulation in the economy.

Monopoly — The sole seller of a good or service in a market.

Moonlighting — Working at a secondary job.

Mortgage — An agreement under which a person borrows money to buy
property, esp a house, and the lender may take possession of the property if the
borrower fails to repay the money.

Mutual fund — An investment company that continually offers new shares
and buys existing shares back on demand and uses its capital to invest in
diversified securities of other companies. Money is collected from individuals and

invested on their behalf in varied portfolios of stocks.
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- National Association of Securities Dealers Automated Quotation
System (Nasdaqg) — An automated information network that provides brokers and
dealers with price quotations on the approximately 5,000 most active securities
traded over-the-counter.

National debt — The total outstanding borrowings of a nation’s central
government.

National income — The total of all incomes accruing over a specified period
to residents of a country and consisting of wages, salaries, profits, rent, and
interest.

National insurance contributions — The payments someone makes towards
their national insurance, usually taken from their salary by their employer before
the salary is paid to the person.

Negative income tax — A payment made to people on low incomes as a way
of reducing poverty. The approach can be an alternative to welfare payments,
which can be complex to administer and carry social stigma. Instead the state just
makes a payment to those whose incomes are below a certain level.

Negative interest rates — A modern development that would have surprised
economists from earlier eras, negative rates mean that investors are in effect
charged for lending, or depositing, their money. They emerged in the wake of the
2007-09 financial crisis, as central banks found new ways to ease monetary policy.
Investors had a number of reasons for tolerating negative yields on government
bonds; they might face bigger losses investing elsewhere; falling prices could make
negative rates positive in real terms; and holding their money in cash (banknotes)
was impractical.

New Deal — U.S. economic reform programs of the 1930s established to
help lift the Unites States out of the Great Depression.

New York Stock Exchange — The world’s largest exchange for trading

stocks and bonds.
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Nontariff barrier — Government measures, such as import monitoring
systems and variable levies, other than tariffs that restrict imports or that have the

potential for restricting international trade.

N

Offshore haven — A jurisdiction which imposes little or no tax on
transactions or profits and thus is chosen by financial and multinational companies
as a hub for some of their activities. Rich individuals also hold money offshore, to
reduce their tax bills. The IMF has estimated that governments worldwide lose
around $500bn to $600bn a year through the use of offshore havens.

Open trading system — A trading system in which countries allow fair and
nondiscriminatory access to each other’s markets.

Over-the-counter — Figurative term for the means of trading securities that
are not listed on an organized stock exchange such as the New York Stock
Exchange. Over-the-counter trading is done by broker-dealers who communicate
by telephone and computer networks.

Overheating — If an economy is growing too fast, companies may face
bottlenecks in acquiring resources or hiring labour. This will lead to higher costs
and wages, and thus rising inflation.

Overshooting — When financial markets take a trend too far. For example,
when a currency depreciates, investors may lose confidence and sell, driving the
currency to an undervalued level. Investors may also overreact when central
banks start to tighten monetary policy, driving up rate expectations further than the
authorities intend. But overshooting is not always irrational or mistaken. Rudi
Dornbusch, a German economist, showed that exchange rates naturally overshoot

under certain conditions.
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\J: = Panic — A series of unexpected cash withdrawals from a bank
caused by a sudden decline in depositor confidence or fear that the bank will be
closed by the chartering agency, i.e., many depositors withdraw cash almost
simultaneously. Since the cash reserve a bank keeps on hand is only a small
fraction of its deposits, a large number of withdrawals in a short period of time can
deplete available cash and force the banks to close and possibly go out of business.

Pawnbroker — A dealer licensed to lend money at a specified rate of interest
on the security of movable personal property, which can be sold if the loan is not
repaid within a specified period.

Pay-as-you-earn (PAYE) — A method of paying tax in which the tax is
taken off your wages before they are paid to you.

Pension funds — Institutional investors that run portfolios on behalf of
current and future retirees. Final-salary (or defined-benefit) funds offer a pension
that is linked to employees’ salaries; these are increasingly confined to the public
sector. In the private sector, younger employees are only offered defined-
contribution pensions, where the retirement income is dependent on market
performance.

Perfect competition — A model that describes a market where buyers and
sellers are numerous and well-informed and thus there is no scope
for monopoly, monopsony or oligopoly. The model requires a number of idealised
assumptions (such as no transaction costs) that do not apply in the real world.

Per capita income — The total income of an area or country divided by the
number of people in that area or country.

Poverty — Measures of poverty can be absolute or relative. In the former
case, individuals or households have insufficient income to afford the basics of
life: food, shelter, heat, clothing. In the latter, poverty is measured against a
proportion (say, 50% or 60%) of median income. At the global level, extreme

poverty is defined by the World Bank as an income of less than $2.15 a day, at the
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time of writing. On this measure, the proportion of the world population in extreme
poverty has dropped from more than 35% in 1990 to less than 10%.

Poverty trap — A term used when people find it impossible to improve their
circumstances thanks to institutional barriers. One example is the workings of the
tax and benefits system. High effective marginal tax rates—combining taxes on
earnings and withdrawal of benefits as incomes rise—may mean that their
employment earnings will make them barely any better off. Another is access to
the highest level of education and health services, which may prevent people from
realising their full potential.

Price discrimination — Actions that give certain buyers advantages over
others.

Price fixing — Actions, generally by several large corporations that dominate
in a single market, to escape market discipline by setting prices for goods or
services at an agreed-on level.

Price supports — Federal assistance provided to farmers to help them deal
with such unfavorable factors as bad weather and overproduction.

Privatization — The act turning previously government-provided services
over to private sector enterprises.

Productivity — The ratio of output (goods and services) produced per unit of
input (productive resources) over some period of time.

Profits — The difference between a company’s revenues and its costs. Profits
lie at the heart of the capitalist system and are one of the key motives for business
formation. They will either be reinvested in the business or distributed to
shareholders in the form of dividends or share buy-backs.

Protectionism — The deliberate use or encouragement of restrictions on
imports to enable relatively inefficient domestic producers to compete successfully

with foreign producers.
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\ \\\ Raw materials — Basic commodities — eg, oil, metals and cotton —
that firms need to manufacture products.

Recession — A significant decline in general economic activity extending
over a period of time.

Regulation — The formulation and issuance by authorized agencies of
specific rules or regulations, under governing law, for the conduct and structure of
a certain industry or activity.

Reserve currency — A currency held by acentral bank for use in
emergencies. The central bank might need reserves to defend the currency of its
home nation (by selling the foreign currency and buying the domestic one). Or it
might lend its reserves to domestic banks should they need them. The dominant
reserve currency is the American dollar (around 60% of global reserves at the time
of writing) but the euro and Japanese yen are also used.

Retail — The sale of goods individually or in small quantities to consumers

Revenue — Payments received by businesses from selling goods and
services.

\

> Salary — A fixed regular payment made by an employer, often monthly,
for professional or office work as opposed to manual work.

Sales — The number of goods, products, or services that a company sells
within a certain time period.

Securities — Paper certificates (definitive securities) or electronic records
(book-entry securities) evidencing ownership of equity (stocks) or debt obligations
(bonds).

Securities and Exchange Commission — An independent, non-partisan,
quasi-judicial regulatory agency with responsibility for administering the federal
securities laws. The purpose of these laws is to protect investors and to ensure that

they have access to disclosure of all material information concerning publicly
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traded securities. The commission also regulates firms engaged in the purchase or
sale of securities, people who provide investment advice, and investment
companies.

Services — Economic activities — such as transportation, banking, insurance,
tourism, telecommunications, advertising, entertainment, data processing, and
consulting — that normally are consumed as they are produced, as contrasted with
economic goods, which are more tangible.

Share — Any of the equal parts, usually of low par value, into which the
capital stock of a company is divided: ownership of shares carries the right to
receive a proportion of the company’s profits.

Shareholder — The owner of one or more shares in a company

Social regulation — Government-imposed restrictions designed to
discourage or prohibit harmful corporate behavior (such as polluting the
environment or putting workers in dangerous work situations) or to encourage
behavior deemed socially desirable.

Social Security — A U.S. government pension program that provides
benefits to retirees based on their own and their employers’ contributions to the
program while they were working.

Stagflation — An economic condition of both continuing inflation and
stagnant business activity.

Standard of living — A minimum of necessities, comforts, or luxuries
considered essential to maintaining a person or group in customary or proper status
or circumstances.

Stock — Ownership shares in the assets of a corporation.

Stock exchange — An organized market for the buying and selling of stocks
and bonds.

Subsidy — An economic benefit, direct or indirect, granted by a government
to domestic producers of goods or services, often to strengthen their competitive

position against foreign companies.
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Supply — A schedule of how much producers are willing and able to sell at

all possible prices during some time period.

Fp\

w'= Tariff — A duty levied on goods transported from one customs area
to another either for protective or revenue purposes.

Tax — A compulsory financial contribution imposed by a government to
raise revenue, levied on the income or property of persons or organizations, on the
production costs or sales prices of goods and services, etc.

Trade — The act or an instance of buying and selling goods and services
either on the domestic (wholesale and retail) markets or on the international
(import, export, and entrepot) markets.

Trade barrier — Any regulation or policy that restricts international trade,
esp. tariffs, quotas, etc.

Trade deficit — The amount by which a country’s merchandise imports
exceed its merchandise exports.

Trademark — The name or other symbol used to identify the goods
produced by a particular manufacturer or distributed by a particular dealer and to
distinguish them from products associated with competing manufacturers or
dealers. A trademark that has been officially registered and is therefore legally
protected is known as a Registered Trademark.

Trade surplus — The amount by which a country’s merchandise exports

exceed its imports.

N W

Value-added tax (VAT) — A form of indirect sales tax paid on
products and services at each stage of production or distribution, based on the
value added at that stage and included in the cost to the ultimate consumer.

Venture capital — Investment in a new, generally possibly risky, enterprise.
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Wage — The portion of the national income accruing to labour as
earned income, as contrasted with the unearned income accruing to capital in the
form of rent, interest, and dividends.

Wholesaler — A person whose business is buying large quantities of goods
and selling them in smaller amounts.

Working from home (WFH) — A phenomenon that took off during the
covid-19 pandemic when many offices were closed. Although employees in many
sectors (retailing, manufacturing) could not work from home, office workers were
able to use technology, such as video conferencing, to carry on. The evidence did
not suggest a great impact on productivity but as the pandemic eased, hybrid
working (with some days at home and some in the office) became quite common

where it was possible.
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