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Money

Learning Objectives

1. In this unit students will learn words and expressions relating to Money.

2. Students will learn about the history and functions of Money.

3. Students will learn about the current issues relating to Money.

4. Students will be able to argue about the relations between a country’s curréncy policy and its
economic development.

Background Reading

Functions of Money

In the past, money was generally considered to have the following four main functions,
which are summed up in a rthyme found in older economics textbooks: “Money is a matter of
functions four, a medium, a measure, a standard, a store.” That is, money functions as a
medium of exchange, a unit of account, a standard of deferred payment, and a store of value.
However, modern textbooks now list only three functions, that of medium of exchange, unit of
account, and store of value, not considering a standard of deferred payment as a distinguished
function, but rather subsuming it in the others.
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l There have been many historical disputes regarding the combination of money’s functions,
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some arguing that they need more separation and that a single unit is insufficient.to deal with
them all. One of these arguments is that the role of money as a medium of exchange is in
conflict with its role as a store of value: its role as a store of value requires holding it without
spending, whereas its role as a medium of exchange requires it to circulate. Others argue that
storing of value is just deferral of the exchange, but does not diminish the fact that money is a
medium of exchange that can be transported both across space and time. The term ‘financial
capital’ is a more general and inclusive term for all liquid instruments, whether or not they are a
uniformly recognized tender.

Medium of exchange

When money is used to intermediate the exchange of goods and services, it is performing
a function as a medium of exchange. It thereby avoids the inefficiencies of a barter system, such
as the ‘double coincidence of wants’ problem.

Unit of account
A unit of account is a standard numerical unit of measurement of the market value of
goods, services, and other transactions. Also known as a “measure” or “standard” of relative
worth and deferred payment, a unit of account is a necessary prerequisite for the formulation of
commercial agreements that involve debt. To function as a “unit of account’, whatever is being
used as money must be:
e Divisible into smaller units without loss of value; precious metals can be coined from
bars, or melted down into bars again.
e Fungible: that is, one unit or piece must be perceived as equivalent to any other, which
‘is why diamonds, works of art or real estate are not suitable as money.
® A specific weight, or measure, or size to be verifiably countable. For instance, coins are
often milled with a reeded edge, so that any removal of material from the coin
(lowering its commodity value) will be easy to detect.
Store of value
. To act as a store of value, money must be able to be reliably saved, stored, and retrieved
and be predictably usable as a medium of exchange when it is retrieved. The value of the
money must also remain stable over time. Some have argued that inflation, by reducing the
value of money, diminishes the ability of the money to function as a store of value.
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Standard of deferred payment

While standard of deferred payment is distinguished by some texts, particularly older ones,
other texts subsume this under other functions. A “standard of deferred payment” is an accepted
way to settle a debt—a unit in which debts are denominated, and the status of money as legal
tender, in those jurisdictions which have this concept, states that it may function for the
discharge of debts. When debts are denominated in money, the real value of debts may change
due to inflation and deflation, and for sovereign and international debts via debasement and

devaluation.
Questions
1. Can you give specific examples to illustrate the four functions of money in
real life?
2. According to your knowledge, what factors can impact the value of money?
3. Do you think that the creation of e-currency has changed the functions of
money nowadays?
4. What forms of money have you learned about?
Issues

Listen to the following report about the future of money; fill in the
blanks and talk about the issues relating to the topic.

Looking at the supply side, it is worth keeping in mind, for the sake of
clarity, that there is nothing new about the ( 1 ). Nor is the shift into
electronic form much of an innovation. { 2 ) started along the road to a
completely dematerialized electronic form of money with the introduction of
telegraph. Indeed, the ( 3 ) of today is already dominated by electronic
money. For central and commercial banks, most transactions are electronic.
For the many companies and individuals now connected directly to banks
through the internet, the lion’s share of transaction value is ( 4 ),
although in many cases this low-cost simplicity has not penetrated to
( 5 ). Where innovations based on digital technologies can be expected
to gain almost entirely new ground is at the consumer or individual level,
where ( 6 ) remain predominant as means of payment. Competition at
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this level is fierce and the judgment of consumers, somewhat hesitant to
change and very semsitive to ( 7 ), have gone strongly against new
payment systems.

How much do you know about e-money? Can you give the definition
of e-money?

What other terms of e-money have you heard about, such as e-currency,
and so on?

Work in groups and talk about the pros and cons of e-money and paper
money.

Hold a debate on this issue: it is a trend for paper money to vanish in
the future, and e-money will play a dominant role in the payment system.
State your point of view and give the reasons for it.

Listening Practice

Passage 1

Part A

I. Warm-up Practice

1. Can you distinguish such concepts as “currency appreciation”, “currency

revaluation”, “currency depreciation” and “currency devaluation? What
do you think the above phenomena will affect a country’s economy?

2. How much do you know about “carry trade”? If you are an investor,
which currency would you like to buy for investment, currency with
lower interest rate or currency with higher interest rate? What is the big
risk in a carry trade?

3. What is sub-prime crisis? How can a country avoid experiencing such a
crisis? And why?

II. Vecabulary
appreciation n. (IR LR = () 148
broach V. ®E GERE. HE. 3H% (UHEERR

LFBFRHIEE)
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bulk n. FERS, K¥ -I

full-blown adj. R, FARRR

interbank adj. HATREIE, Bk

rally n. (PIBRZELIEP R KRR, R

rand n. 24% (BIERISE 8L

rupee n. A (B, BEEESFEFMIAMER T
X))

underscore v. HRiF

unwind ' v. B, AT BRI, BT

carry trade ZE B H(A s itegy in which an investor sells a certain
currency with a relatively low interest rate and uses the funds to purchase
a different currency yielding a higher interest rate.)

Icelandic krona VK& 3Bl (VKB Hi4)

Brazilianreal EFAHEI/R (BT

prime US mortgage bond 3% E K 53K

currency appreciation i FHE

subprime crisis {XFH S fEHL

hedge funds X{HpEE4E

Part B
| Task 1
Listen to the passage and choose the best answer from the four choices
marked A, B, C and D to answer each question.
1. According to the article, many analysts believe which of the following
statements?

A. that the US and European shares fell recently because of the incoming
cheap currency.

B. that the US and European shares rose recently because of the
incoming cheap currency.

C. that the US and European shares rose recently due to the outflow of
cheap currency.

D. that the US and European shares recovered recently due to the

1)
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availability of cheap loans.

2. According to Meredith Whitney, prime US mortgage bonds are preferred

by American regional banks for the following reason:

A. these instruments can help to cover the bank’s cost of dollar funding.

B. these instruments pay a slightly higher return than the other financial
instruments.

C. the banks can easily get earnings from the prime US mortgage bonds.

D. these instruments are perfect for carry trade so that the regional banks
can get profits from them.

. According to the article, which of the followings is the main concern

among emerging market countries where cross-border carry trade is
developing.

A. outflow of national assets

B. increase in the value of domestic currency

C. foreign investment

D. outflow of capitals

. In 2007 and in 1997 alike, investors in carry trade chased such currencies as

A. Icelandic krona

B. New Zealand dollar
C. Japanese yen

D. Brazilian real

. What does the article imply by saying that “when a crisis strikes, ideas

that used to seem unthinkable can suddenly enter the mainstream™?

A. a new monetary system should be established.

B. dollar is starting to behave a growth currency in place of yen.

C. right now, it is better to remain quiet on the foreign exchange front.

D. the process of adjustment could spark a great deal more political
debate.

| Task 2
Listen to the passage again and fill in the blanks with what you heard.

“Recent experience has the issue of large and often volatile

capital flows influencing exchange rate movements against the grain of
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economic and current account balances,” he said.

Yet in 2007—as in 1997-—many of these carry trades were
dramatically when the onset of the subprime crisis forced banks
and hedge funds to cut their . The yen strengthened; currencies
such as the Icelandic krona, New Zealand dollar and Brazilian real fell.
Disastrously, this sudden carry trade unwinding prompted investors to flee
from assets in countries such as Iceland, where it a full-blown
crisis.

| Task 3
Retell the passage that you have heard, using the clues given below.

Clue 1: cheap dollars or euros; rally in US and European shares; cheap
finance; prime US mortgage bonds; higher returns; cross-border
carry trade; currency appreciation

Clue 2: yen carry trade; investors have tried other means to finance their
investments; comparison between yen carry trade with dollar carry
trade; dollar appreciation; process of adjustment; political debate;
Mr Sarkozy’s remarks about a new monetary system

| Task 4
Work with a partner and talk about the topics given below.
Topic 1: What is the role played by money in the society? What functions
does money have?
Topic 2: What does the interest rate or the exchange rate of a currency
reveal? What will happen when the value of a currency rise or fall?

Passage 2

Part A

Words and Expressions

depreciation n. WAE, B
externality n. SR, ShEHE
incur v. BE, #F, #2

Nasdag-listed EHFE TR RS L

]

~

ST R
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operating profit BAE
sanguine adj. R FEHE LR
seizing up i, FiLEH
slide n. (MR B¥%, &%, T&
sluggish adj. ITHEEH, RNGRER
undermine . BWHISE, BHHREF
woe n. B, ER
Part B
| Task 1

Listen to the passage once and summarize it in your own words.

| Task 2 \

This time, you will only hear five short statements from the passage you
just heard and then paraphrase each statement.

Paraphrasing statement 1:

Paraphrasing statement 2:

Paraphrasing statement 3:

Paraphrasing statement 4:

Paraphrasing statement 5:

| Task 3

Decide whether the following statements are true or false.

1. Asian companies are worried that the depreciation of the euro will have a
much bigger effect on import demand.

2. Many Chinese companies have suffered huge losses in machinery and
electronic exports only. ,

3. Mr Albanese fears that the banking crisis will happen again, when the bad
performance of the credit markets affected Chinese growth in the fourth
quarter of 2008.

4. China’s Taiwan and India are unaffected by the depreciation of euro.

5. Some of Asia’s most senior executives do not think that the direct impact
of the currency turmoil will be pretty modest in Asia.
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| Task 4

Choose one of the questions below and discuss it with your partner.

1. What impact will the depreciation or appreciation of a country’s currency
bring to its economy or the economy of its trade partners? Give an
example.

2. Talk about Chinese’s current economic situation and its currency policy.

Words related to the topic

1. badmoney JoFR] B 4R

2. bankmoney #HRITE

3. bloodmoney i1 4

4. bootmoney NV EEHAT %4
5. callmoney &K

6. cheapmoney KBk

7. dearmoney & B2k

8. darkmoney HnBE %%

9. earnestmoney &

10. fairymoney ¥ [{14%

11. foldingmoney 4% ffi

12. frontmoney &4

13. glovemoney I

14. goodmoney 75 F AT B 4%
15. hardmoney 4% LLEERS B HIER (BIn A R iE EH S HF+ 4ERA)
16. hotmoney fEHHZhE &

17. hushmoney & 5 A\ B8 4%

18. pillmoney F7£#k (pocketmoney | pinmoney)
19. pushmoney 325k

20. readymoney .4

21. seedmoney Ak, A4
22.sillymoney KA HH (£

23. smartmoney | fEWNTEHIA
24. tablemoney &%

25. tallmoney KZEMME

26. trustmoney HIE4x
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Finance

Learning Objectives

1. In this unit students will learn words and expressions relating to Finance.

2. Students will learn about the areas and functions of Finance.

3. Students will learn about the current issues relating to Finance.

4. Students will be able to argue about the current situation of the world Finance.

Background Reading

Areas of Finance

1. Personal finance

Questions in personal finance revolve around

How much money will be needed by an individual (or by a family), and when?

How can people protect themselves against unforeseen personal events, as well as those in
the external economy?

How can family assets best be transferred across generations (bequests and inheritance)?

How does tax policy (tax subsidies or penalties) affect personal financial decisions?

How does credit affect an individual’s financial standing?



