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Economy

. Pre-listening Activity

Background Information

1. The US Subprime Mortgage Crisis

The US Subprime Mortgage Crisis was one of the first indicators of the late-
2000s financial crisis, characterized by a rise in subprime mortgage delinquencies and
foreclosures, and the resulting decline of securities backed with mortgages.

Why did the subprime crisis develop? Subprime does not mean the interest rate
is below the prime lending rate. It refers to higher interest loans made to consumers
with impaired or non-existent credit histories. The lending, somehow, helped push the
“American Dream” to record levels, making it possible for more people without strong
credit history to buy homes.

In the past years, US financial institutions were willing to lend to just about anyone
and were lining up to pay almost double the commissions on such mortgages. After
getting borrowers to sign on the dotted line, the lenders packaged up the loans and sold
them to hedge funds, mutual funds and private equity groups looking for quick returns.

In fact, approximately 80% of US mortgages issued to subprime borrowers were
adjustable-rate mortgages. After US house sales prices peaked in mid-2006 and began

1
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their steep decline forthwith, refinancing became more difficult. As adjustable-rate
mortgages began to reset at higher interest rates, mortgage delinquencies soared.
Securities backed with mortgages, including subprime mortgages, widely held by financial
firms, lost most of their value. Global investors also drastically reduced purchases of
mortgage-backed debt and other securities as part of a decline in the capacity and
willingness of the private financial system to support lending. Concerns about the
soundness of US credit and financial markets led to tightening credit around the world
and slowing economic growth in the US and Europe.

2. The Late-2000s Financial Crisis

The late-2000s financial crisis (sometimes referred to as the Great Recession)
is widely considered to be the worst financial crisis since the Great Depression of the
1930s. It was triggered by a liquidity shortfall in the United States banking system
and has resulted in the collapse of large financial institutions, the bailout of banks
by national governments, and downturns in stock markets around the world. In
many areas, the housing market has also suffered, resulting in numerous evictions,
foreclosures and prolonged vacancies. It contributed to the failure of key businesses,
declines in consumer wealth estimated in the trillions of US dollars, and a significant
decline in economic activity, leading to a severe global economic recession in 2008.

The collapse of the US housing bubble, which peaked in 2006, caused the values
of securities tied to US real estate pricing to plummet, damaging financial institutions
globally. Questions regarding bank solvency, declines in credit availability and damaged
investor confidence had an impact on global stock markets, where securities suffered
large losses during 2008 and early 2009. Economies worldwide slowed during this
period, as credit tightened and international trade declined. Critics argued that credit
rating agencies and investors failed to accurately price the risk involved with mortgage-
related financial products, and that governments did not adjust their regulatory practices
to address 21st-century financial markets. Governments and central banks responded
with unprecedented fiscal stimulus, monetary policy expansion and institutional
bailouts.

Although there have been aftershocks, the financial crisis itself ended sometime
between late 2008 and mid-2009. While many causes for the financial crisis have been
suggested, with varying weight assigned by experts, the United States Senate issuing the
Levin-Coburn Report found “that the crisis was not a natural disaster, but the result of
high-risk, complex financial products; undisclosed conflicts of interest; and the failure of
regulators, the credit rating agencies, and the market itself to rein in the excesses of Wall
Street.”
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3. Bailout Package

In economics, a bailout is an act of loaning or giving capital to an entity (a company,
a country, or an individual) that is in danger of failing, in an attempt to save it from
bankruptcy, insolvency, or total liquidation and ruin; or to allow a failing entity to fail
gracefully without spreading contagion.

In reality, companies are deemed “too big to fail” if their goods and services are
decided by the government to be constant universal necessities in maintaining the
nation’s welfare and often, indirectly, its security.

In 2008, the Bush administration made a sweeping $700-billion bailout plan for
financial institutions that were holding large amounts of bad mortgage debt. The $700
billion is in addition to an $85 billion agreement on a bailout of the insurance giant
American International Group, plus $29 billion in support that the government pledged
in the marriage of Bear Stearns and JPMorgan Chase. On top of all that, the federal
bailout of the mortgage finance companies Fannie Mae and Freddie Mac could cost $25
billion, according to the Congressional Budget Office.

ﬁQuestions for Discussion

1. When did the latest financial crisis begin and end formally?

2. What contributed to the financial crisis? And what was the root?

3. What impact did the financial crisis have on advanced and emerging economies
respectively?

4. What monetary and fiscal policies did the US, EU and China adopt to cope with the crisis?

S. Which industries were hit the hardest in the crisis?

6. What lesson can we learn from the crisis?

@ ion I. Warm-up Exercises

N\ P

. Task 1 VOIS & PRG0S

The Federal Reserve FEHKAif housing bubble ik

the Joint Economic Committee of Congress inflated adj. WAKHY; TEA; S5k
(ZARWIbE ) IR ERR A financial bubble 4 ik

The Federal Open Market Committee interest-only loan S48 K
(FOMC) HHAHTHZERS financing n. Y

thirty-year home loan 30 4 HA{E B 8K
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Directions: Listen to a piece of news twice and complete the following sentences.

1. According to . the US economy is and a

nationwide housing bubble even though house prices are

2. In his report to the Joint Economic Committee of Congress, Greenspan suggested
that the central bank

3. Since June 2004, the Federal Open Market Committee has

, each time by . But
long-term interest rates are still . Rates for thirty-year home loans
are

4. Low long-term interest rates has given rise to a . which may,
in turn, trigger a
5. Greenspan is optimistic about , but he is worried about

, saying it will

P]rask 2

Words & Phrases [

heatup Hn#k; 73R the Government National Mortgage
hedge fund Xf P54 Association & [E BT B R K 6% 23K
Bear Stearns Dl /REFE/N ] e
collapse v. JHl; FUAR; ZREK Ginnie Mae (3 ) 5|3
mortgage n. Fi4; L Fannie Mae (3£ ) FHf|E
subprime mortgage IXZHHRHE Freddie Mac ( 3€) BrihsE
mortgage-backed securities (MBS) (/g 12] Lehman Brothers 7S 550/ ]

WEZE s A3 B AR 2GIE raise money HETT4
process ut. Il T ; ZbF, JJ\F}?.: FHER A& PR spread v. HJE; S1E; #fi; 2L

Directions: Listen to a piece of news twice and complete the following

sentences.
1. In the USA has cooled while have heated up.
2. Last month, nearly collapsed because of
3. Home ownership rates in the US has risen because of

. But now subprime borrowers, people

, now find it hard to when

interest rates have risen.
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4. On one hand subprime lenders often depend on and then
relend it to for because more likely
these borrowers . On the other hand, subprime lenders sell

to , who, in turn, group together
and resell them to as . The higher

, the higher

5. Ginnie Mae, Fannie Mae and Freddie Mac have produced'

Lehman Brothers, a major investment bank, processed

last year..

6. By selling mortgage lenders can

for more profits. But doing so may invite troubles for them because it may actually

. against their wish to

@ ion . Active Listening

address n. PHi&, P, FFF skeptical adj. HEERY, A ZEIER
layman n. M7 set aside B, hill; AWi; AHE
eventually adv. )5 Secretary of the Treasury B
ultimately adv. %% rescue package —{ FRIEITR]
credit history {5 Hlid % over-extended adj. LY KT
recession n. Jaild; i, A57 bail-out plan iﬁiﬁﬂ’i’f‘ﬂ

e bill . M, %o, ER
survive vi. Eff; k4 vt ERT hard-earned ad]. KZ AT 0 ; EEH
turmoil n. 5Ezh; JREL; shil Hetr
ailing adj. NMERT utilize vr. F|H]
steep adj. BEIEAY; oL@A0; AERM reckless adj. RiTEHRE; B3FM
approve vt. AtifE strategy n. fiHE
buy out WL ( FAMY ) P24 with regard to }F; # &%

i/ PSR YN &8 KAl i consequence n. Jii

financial institution 4:FPLFY

Directions: Listen to a piece of news three times and decide whether the
following statements are true or false.
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('} 1. President Bush warns that the US will step into a serious financial crisis unless
something is done very soon.

( ) 2. In his evening address, Bush tried to connect the financial crisis with Lebhman
Brothers.

() 3. Bush believed the Wall Street crisis was likely to affect everyone.

( ) 4. Bush was sure that the US could never escape a long and painful recession with
businesses closed and people unemployed.

( ) 5. Bush has told contradictory stories about the US economic conditions.

( ) 6. Bush was greatly confident of the financial system’s robust recovery from the
crisis.

( ) 7. The US will have to pay a high price for the rescue of the troubled economy.

() 8. By Bush’s bailout plan, $700 billion will be set aside to buy out the bad debt
and major financial institutions.

() 9. Many lawmakers don’t approve of bailing out those over-extended financial
institutions with the $700 billions.

() 10. A congressman criticized the government for helping the private companies
who sought higher returns despite high risks and thus putting the US in danger,

rask 2 I oris o Prases

downturn n. F&; fik; =ik negative adj. HEM; HEAY; Y

cut back on  Hl[J# fiscal adj. WABU); it
modest adj. AKK (£) 1Y ;EER weight vt. JINE R T, (45 HE
back-to-back adj. BEiZH); FHEELTH stimulate vt. F¥K

quarterly adj. M budget deficit T FRF

Directions: Listen to a news clip three times and complete the following
statements.

1. The US economy is suffering

2. In the third quarter 2008, the US economy by . In the
fourth quarter 2008, the US economy actually by , better
than expected by some analysts. It was the first time for the US
economy to since 2001. Overall, the US economy by

in 2008. In 2009 the US economy will by

3. In 2008, were laid off, with losing jobs in December
alone. The pace of layoffs is ‘ and is causing
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4. Currently the government’s budget deficit is while interest rates
are . Obama’s stimulus program will depend more on

Plnask 3 —

project ve. FiX; #&4Hf; F plummet n. i v TEHIEF; REK
decelerate ». (ffi ) Jalik duration n. RFZERTE]
emerging economy P42 P A applaud ve. B%¥; WBE; WK
outright adj. 2¥#H; HIIKH appropriate adj. 1524
significant economy FEZ A ease v. Wi%R; ZHMN; B
dramatic adj. &EE; SIAEBB; K

ZUHY

Directions: Listen to a news clip and match the items in Column A with the
appropriate items in Column B.

Column A Column B
1. major economies decline sharply by 75% in just four months
2. emerging economies turn into a recession unexpectedly
3. slow growth make timely recovery policies and fiscal stimulus
4. oil price linger in a recession with a 1.5% decline
5. unemployment rate experience a lower growth than before
6. US authorities run as high as 25% during the Great Depression

79 Task 4

Directions: Listen to a clip four times and put it down.




\ KIEMEH B H 2

Listening for English Economic and Financial News

@ tion IV. Additional Listening

gut-wrenching adj. W #i0
2t

meltdown n. FZIESE; KfE; AT I

tax rebate 1EF{

dampen vt. Fl; WHl; W

unremarkable adj. FH ), NEEEF
B

cascade n. —%H; —F7

failure n. 27EKRM; FIH

takeover n. Wily; %4

booming adj. AHKEEN; FEHEH

turn sour 75fiR; S AKHE

default n. & v. AEAT; HL; HX

soar v. FWHH; FHHE; Rk JAIH

spike n. 42RY) v. FEl

shock n. #Ef; K7

emergency room AX(FE

cardiac arrest U EfEEBk

freeze-up n. H45; K%

indicative adj. Winn; $687-089; FURAY

credit n. {5H]; H¥EK

credit squeeze {57 /BB K4

Words & Phrases

inflict v. WNF; fTd; - EHZ

scramble v. #3F; HAL; A«hl&EaE

inject vt. FA

failing adj. KWH; FEIHARY

chancellor n. SH; H4H

National Development Commission [
RKRER S

brace for H------ e 25

fallout 7. AGVEA; RUE; ML

authorize vt. tifE; AA; FZHL

oversee vt. Wi ; I fAER

gravity n. HiJj; JCEME; fEEGTE

premature adj. AN HRA; B
=Y

President-elect n. 4% 40

aggressive adj. {ZW&HI; &F3L0Y; Ak
HORS R 1Y

staggering adj. &SEAEIN; EXH

ironically adv. HAIWHIE WK ; S A
Wi 5 i I E b

set the stage for A -+ 1T & 3 6l
Hereves il e F; R

Directions: Listen to a piece of news twice and complete the following

sentences.

1. Early in 2008, US economy showed signs of a

turned into a

, which, unexpectedly,

an even wider economic

later in the same year and then
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. Things went from bad to worse in March when one after another

of major financial institutions took place in
In October there was a tremendous through
the economy, which caused since the 1930s in the US.
And very soon it spread to
After the US Congress authorized $700 billion to , other countries
followed suit by and
China anticipates a on its economy and is preparing for
The current economic meltdown is caused by , which was caused
in turn by

,?q] Task 2

Directions: Listen to the same news again and decide whether the following

(

»—

statements are true or false.

) 1.Most economists thought there would be just another insignificant slowdown
early in 2008.

) 2.1In February, the US congress approved an economic stimulus package of $700
billions to dampen the effects of an unremarkable downturn.

) 3.Many major US financial firms went bankrupt because of their inappropriate
exposure to risky home mortgages.

) 4. When home prices fell, both mortgage defaults and home mortgage investments
soared. ‘

) 5.After a comparison between the current crisis and the Great Depression of
the 1930s, economist Jeffrey Kling compares US economy to a patient in an
emergency room.

) 6. A panic started in the US when banks were reluctant to give credit.

) 7.German Chancellor Angela Merkel is dissatisfied with German banks who are
reluctant to lend until government’s convincing,.

) 8.1t will take a long time for the world to recover from the current recession.

) 9.By Obama’s aggressive stimulus plan, multi-billions of dollars will be set aside
for national debt.

) 10.1t is no other than national debt that has sent the housing market into a boom

and then the economy into a collapse.
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7 |Task 3

deteriorate vt. %Ak

jettison vr. (MEAHIEXMERT R s s i 200 )
3w (29)

formulate vt. B

be committed to /1 F

‘tax code Biik

alternative energy F{CHETR

infrastructure n. FEhl

crumble vt. ¥if; HES; AR

progressive adj. #HAH; EHH; R
2

legislator n. ¥5E; E&SWR

Ay Wik

temporary adj. it ; B

HE GE/R); MM (ER)

expiration 7.

enact vt.

Words & Phrases

KRER)

the Bush administration i fI BT
(Pt ) bk
HFE SR

hike n. IT/E;

Republican Senator

unfreezing n. i

tight credit RAR K4

private sector FAAGI]

boost vt. & n. H#Ezh; Hihn

entity n. L&; H47; Mk

sewer n. /K

rashn. Z; (RRBERK ) —EH

foreclosure n. (HKAH A ) 8] BE A2 A9 B
s 1EEEA

full-blown adj. IR, WARK; 0

Directions: Listen to a piece of news twice and answer the questions briefly.

1. What has happened to the US economy since Barack Obama won the November 4th

election?

2. What will the President-elect stick to?

3. What are the major contents of Obama’s economic strategy?

4. How much will the Obama economic stimulus program cost in total?

5. What else must be done besides the government stimulus?

6. When did the US recession begin?
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Directions: Listen to the news twice again and choose the best answer for
each statement.

1. US economy has witnessed since the November 4th election.
A. higher unemployment, higher consumer spending, and greater negative growth

B. higher unemployment, higher consumer spending, and smaller negative growth
C. higher unemployment, lower consumer spending, and greater negative growth
D. lower unemployment, higher consumer spending, and smaller negative growth

2. People come up with a question: will Obama ?

A. abandon the old stimulus program proposed during the campaign
B. formulate a new stimulus program

C. both of the above

D. neither A nor B

3. By the account of a senior Obama advisor, David Axelrod, Obama
A focuses on US tax reform and job creation

B. switches from US tax reform to job creation
C. puts US tax reform above job creation

D. weighs US tax reform against job creation

4. All economists, left or right are of one mind that greater efforts must be made to

A. stimulate the credit market B. offer more jobs

C. develop alternative energy D. rebuilding our crumbling bridges and roads

5. Government spending on alternative energy and infrastructure will
A, have profound influence in history

B. boost employment
C. boost economy
D. all of the above

6. During his election campaign, Obama promised to

A. fulfill his dream of making the tax code more progressive
B. make a tax reduction for middle class

C. propose an overall plan

D. increase tax moderately

n



