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INTERNATIONAL FINANCE

International finance is concerned with the determination of real in-
come and the allocation of consumption over time in economies linked
to world markets. International finance mainly studies the policies and
market forces which may lead to external balance under various
conditions. The history of the subject illustrates how the nature of
world market linkages has itself been changed by national efforts to

cope with external constraints.
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1. Pre-reading Questions

(1) What will an American do with the American currency if he wants to buy an

automobile in Japan?

(2) Where can the foreign currency be exchanged?

(3) How much is the current exchange rate for one U.S. dollar against Japanese

yen according to the passage?

(4) Do you think the price of Japanese yen is expensive or cheap?

2. Text

i Intematlonal Finance

Sl many respects imerhajionol trade is not different from trade within a
country. People who have more of the goods than they want seek out other
people who have something they lack. Through exchange, both parties at- ’
tempt to mcke themselves better off. The complications of infernational frade
arise because the Iwo parties use different monies. An American who wants to
buy a Joponese outomoblle cannot expect the Japanese manufacturer fo ac-
cept US. dollars in payment unless by sheer coincidence the manufacturer
happens at the time to want to buy a new computer from an American firm.
Otherwise the auto manufacturer will be stuck with money that no shop in
Tokyo will accept in Japan the dollars are useless.

Of course, things are rarely as complicated as the last paragraph sug- |
gests In both the United States and Japan there are banks that specialize | |

|
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in buying and selling foreign currencies. The sophisticated American would |

never offer dollars to the Japanese. Instead he would go to his bank and pur-

chase Japanese yen with his dollars, then offer yen in payment for the car. |
Availability of yen would then make trade with Japan no more complicated than |

buying groceries at a neighborhood supermarket. But what is the price of yen?

This question is more than slightly important. If yen are cheap—if many can be |

bought for a dollar—then buying Japanese goods will be atfractive to Ameri-
cans, and American goods will be expensive to Japanese buyers.

The quantities of goods exchanged between two countries depend on |
complex forces. Even though unfettered trade might allow the world to con- |
sume more, each country is likely to be more concerned about employment |
and incomes at home than about economist's assurances of the efficiency of |

trade. Both countries may therefore try to encourage exports and discourage
imports. Obviously, both countries cannot succeed at once.

There is another side of the situation for many countries—the developing |

countries especially, but also small island nations, such as Japan and Great
Britain. Their ability to import goods in the future may be as important as eco-

nomic efficiency and full employment in the present. These countries depend on |

imports of spare parts, equipment, and raw materials to keep their economies |
operating. For this reason, countries, even rich countries, try to keep reserves |
of foreign currencies around. Just as individuals keep savings to meet emergen-
cies and to cover payments on the television if they are laid off, nations attempt |

to maintain hoards of foreign currencies to cover unexpected events.

The price of any foreign currency expressed in the local currency (say,
‘dollars) is thus a major issue. And it is closely tied to the need to maintain re-
serves and the desire fo manage certain aspects of the domestic economy. |

Over the past two centuries, a number of international monetary systems have

been set up fo deal with these questions. All have proved inadequate. The in- |
terests of some countries inevitably conflict with the interests of others, and so |
the system collapses. But in spite of its limitations and faults, the international |

financial system is important to all of us.
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Section Two

1. New Words and Expressions

complication n. A ()

sheer a. AR e s ey
coincidence  n. BE(XF) , Fe
stick . F54E

complicated a. (48%) B 40, RIAH
specialize . I, EF AR
currency n. @, 5P
-sophisticated  a. e TR LY
yen n. (FE%FR) BT AKF L)
availability n. () A

lay off ° #iE LT R

hoard n, BE, B ()
unfettered a. Bde, RZHRY

2. Notes to the Text

(1) People who have more of the goods than they want seek out other people who
have something they lack. X &— & &4, 8] FEFh), F Ak 7L People...
. seek out other people. ZEF™ people 57 HI4EA PN PR PEE H M A)  FESE — N2
EMNE LA more...than 514, seek out I IE, BN “HIF " W\ H LK
""" 7RSS AR TR A R — AN 1B “they lack” , f&4ffi something,

(2) Through exchange, both parties attempt to make themselves better off. better
off BN :“EM” . EEMIIER E XM RRAYICDH - & (1571—1641) fE(
E5 B AGHME) —BX S5 R RS & 7 KA & B BRI T
EHESGUET U
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(3) ..., unless by sheer coincidence the manufacturer happens at the time to want
to buy a new computer from an American firm. by sheer coincidence B i :“5E£ M F
544 happen to B s BETS” sat the time B M, HGATE R

(4) This question is more than slightly important. slightly 2 &lia], B 15T & 14
important; more than F 4 :“ b B (X)” “ZF", B AT LAME I 45 18t 7] LU i
A am] i, Bl .

More than two hundred people applied.

The salt produced here is more than sufficient for the whole region.

(5) International Trade EFrH %, BEFRHE S EHIHA L& TNEEXBMIX 2 6
Fidh R TR BTG S, REE SRR Z M2 LHERER, R TH#RL
EAMXEL T ERMERE. BRRSE—G SR, B7E—CH S &4
TrEEMERERNY, RASHSETHEBI—ENBEN =, BEFERAS K™
TEIREWARMN: O XML BOASE AR H, MERNEE:Q &1 E
HZIVA A AR 7=, BDE bR 2 TIAFTE -

HPrA SIS 15 B 18 A KE F FIEAMEIRRER T FEY, &
B 3 3 (Mercantilism) & 15 42 21 17 th 40 BKYH YA 3 SR B4 T Bat 8, 1SR/l
RANGHEFEREMBORGR, XERYNLAFREAWER, ERENERE
AN BERENEHTHNRBERE O 15 3 16 by R ER +
XBreg, EERERAYREEL B - $1EE (William Stafford) ; @ 16 142 F ¥
nRE 17 AR ER S B, R BRI ER TN, FEREBAYERE
MIFCS AT + i (Thomas Mun) , K EEEECKE S B XINR S MM E ) ¥ 5 75 BAR
ZHEMEXEEN . BEREHEARSAL, ~ERE0ELSTAER
R EH  BRBURNE T B AR 0 E R E 0%, M E %00 558 Ah
MR SRR ZESRERESRBOHA B LIBOK HARMYM — 2250 2150
FFR5 I, St B TR BT ERLRSRE A TS O8R5 0 2R, Mk
S8

(6) International Monetary System [E PR HAZR (3 E PR T&H )

PR E bR R B, R A T 38 5 E b 55 ME R A R, e me EpR
T A R R 0T AV ERAE, & B BUF £ 3L RS 50 B AL A 2.
EIPRS T — a3 FEAA O EFRESEIOHRE;Q IR AL,
@ BFRWCZEIUATY . EFRET T HE K E 2 T EE AR B A B2k 2
HEE KA R (SRE R BBREHFARAER )3 A BrEk.

B G A R BRAT T 1880 4R 3 1914 4FJ8), HARGE R &M LLH did6 . &
SRBULRESAMBHEA, SERTHZEMNLRGENS AN SR LR
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E, BH BEATERREC L. HEEAAEREE KA RRERTE
ki, REERRAREBRFARSSET 35 2un(EM) , XERIES BBUT 8 R
TR AR LA EEEEN LR ES, R EY T — kAN EE SR
H—EHRR P ESAR, ZAFARRE BRI BN, Ee & THES
AT B bR R USRI A BT . PR R R 20 42 70 AR RS WEER 5T
TR, HERFHER S ML RG] L0 E PR & 2R B bRl SR
FEOHE , EFRRIN EMAS & 1E B iR AL

3. Word Study

(1) manufacturer n. [ 5y, HIZE R
They bought the goods from another manufacturer. (]~ 7§)
These samples were newly designed by our manufacturer. ( #i3& &)
(2) party n. J5 (388D N)
This rule is applicable to all parties concerned. ( 75 )
Both parties are to appear before the judge. ( 75)
In case of claim the parties involved should seck a settlement through amicable ne-
gotiation. ( J7)
(3) availability n. %, A4 B9 %%
Please let us know the availability of your models. ( %)
We enclose a list showing our present availabilities. ( 7] it 45
The availability of certain food varies with the seasons. (fi£Jif)
(4) consume ». 4%,
The small car consumed very little gas. ({l§%E)
They had consumed most of the potatoes by Wednesday. ( 7}§%%)
These modern machines consume far less electricity. ( J}§#E)
Arguing about the details of the plan consumed many hours of the committee’s valu-
able time. (JH%E)
be consumed with #------ FiE& I, N (1 2 ) MiAS G4 4%
Her husband is consumed with jealousy. ([H-:---- MRS ER)
(5) collapse v. {EIHF, HAlh, FLM, %iB , BT, Bk
The roof collapsed under the weight of the snow. ( fE[35)
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The bed collapsed as soon as we got in. (f8|35)

The dictator died and his military government collapsed. ( FLA#, A§#t)
She collapsed in tears at the news. (¥T)

Last month the price of copper collapsed. ( &%)

Once the markets collapse, production stops. (%ﬂ%)

Section Three

1. Exercises

1.1 Fill in the blanks with the words given below.

also export reflects in short addition reserves by

Balance of Foreign Exchange mainly __ (1)  a country’s balance of import and __
(2) , while Balance of International Payments includes not only import and export,
but _ (3) the balance of income and expenditure items  (4) service, tourism,
insurance, overseas investment, dividends and transportation. In  (5) | it itemizes
the long and _ (6)  term capital investments, official loans and the official  (7)
including bullion and foreign exchange controlled and managed  (8)  the govern-

ment, etc. .

1.2 Translate the following passage into Chinese.

Balance of international payments means a financial indicator published by a gov-
ernment to reflect the country’s volume of import and export settlements, capital move-
ments and change in official reserves in a certain period. In industrial countries such as
U.S.A., Japan and Germany, which play a key role in the international market and in-
ternational monetary system for production, trade and financial business, balance of in-
ternational payments also in some degree reflects the strength or weakness of their free
convertible currencies respectively.

Balance of payments is principally expressed by three subheadings as below:

The current account. It mainly shows a country’s balance of import and export,

but also includes the balance of international non-trade expenditure and income incurred
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