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Boosting the Global Economy

The global economy in 2013 remained suspended U between the poles of hope and

uncertainty. While recovery gained momentum, particularly in some advanced economies, the

world economy is not yet flying on all engines—and is likely to remain underpowered next

year as well.

The International Monetary Fund's latest forecast puts global GDP growth at 3.6 percent
in 2014, which is decent, but still below potential growth of around 4 percent. In other words,
the world could still generate considerably more jobs without fueling inflationary pressure.

This means that International Monetary Fund members—whether advanced, emerging-
market or developing economies—have more work to do. A strong and lasting recovery that

lifts all countries and all peoples requires policymakers to press ahead on all fronts-fiscal,

structural, and financial. At the same time, the international community must reinvigorate? its
efforts to strengthen cooperation through the G20, the IMF and other actors. Indeed, only
through such collaboration can we overcome the lingering® impact of the global financial
crisis.

We have certainly avoided the worst-case scenario (Great Depression II ) over the past

five years, thanks to the efforts of global policymakers-particularly the determination of

central banks to keep global interest rates low and to support the financial system, coupled

with fiscal stimulus in some countries. But the time has come to push further, including by

using the room created by unconventional monetary policies to implement structural reforms
that can jump-start growth and create jobs.

What happens in advanced economies

(D suspended [sa'spendid] adj. E[{#i, ZEHIM (EH) is central to global prospects; and, despite
@ reinvigorate ['rizin'vigoreit] v. {HF#RIE; (%% their stronger performance recently, the risks
(3 lingering ['lipgarin] adj. i ZEfY

(@) stagnation [stzg'neifon] n. 5Hf; #Fik
(5 deflation [di'fleifon] n. @' E48; W<

of stagnation ¥ and deflation ® continue to
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loom® large. Central banks should return to more conventional monetary policies only when
robust growth is firmly rooted.

The United States has long been the main engine driving the global economy, and private
demand there has regained vigor. But key challenges lie ahead. For example, it is vitally
important that policymakers follow through on the recent budget agreement and end the
political wrangling® over the country's fiscal future. Greater certainty about the direction of
policy could restore growth to a level that would lift the entire global economy.

In Japan, recovery has been spurred by the mix of aggressive monetary and fiscal policies
known as "Abenomics". This is an important development. The challenge now is to agree on

medium-term fiscal adjustments and implement the structural reforms—including deregulation

of product and service markets and measures to boost the share of women in the workplace—

which are needed to give growth a firm foundation and finally banish ® the specter * of

deflation.

Europe is also at a key juncture®. The eurozone is finally showing signs of recovery, but
growth is uneven and unbalanced. While many countries are doing well, demand in general
remains weak, and unemployment in the periphery® remains obstinately™ high, particularly for
young people.

One area of uncertainty for Europe is the health of its banks. The forthcoming stress tests
and asset-quality review can help restore confidence and advance financial integration, but
only if they are conducted well. Europe also needs to boost demand, strengthen its financial
and fiscal architecture, and put in place structural reforms to ensure sustained growth and job
creation.

Over the past half a decade, the emerging markets have been in the vanguard ® of
economic recovery: together with developing countries, they have accounted for three-quarters
of global GDP growth. But these economies’ momentum slowed in 2013, as uncertainty over

the timing of the normalization of the US monetary policy coincided with doubts about the

sustainability of their growth path.

While the worst fears have faded, the

@ loom [lum] v. AJfA i BE; Ml i BL; B2y emerging economies

A

face new policy
challenges. In responding to slower demand,

@ wrangle [repgal] v. %t FWb; BEEE

@ banish [baenif] v. % ; WE

@ specter ['spekta] n. B4R ; IKI%; Bz

® juncture ['d3apktfa] n. Hek¥; E#E; A

(6 periphery [po'mifori:] n. SNEI, 1#h%%; B, EiEE
I

(@ obstinately [‘abstonitl] adv. [ #1; [FHh

@ vanguard [‘venga:d] n. {iEE

© wary ['weori] adj. E1HAY; HLER); MERA; 8
GEI:S]

@0 maneuver [ma'nu:va] n. [ZFE] HL3h; > ; HKek;
i3bicy
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policymakers must be wary @ of financial
excess, especially in the form of asset
bubbles or rising debt. They should also
focus on strengthening financial regulation,
in order to manage credit cycles and capital
flows more effectively, and on recreating
fiscal room for maneuver®.

Low-income countries, too, have been
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a bright spot for the global economy over the last five years. They proved resilient in the face
of crisis, and many monetary policies-especially in Africa, where annual output rose by about
5 percent in 2013-are enjoying strong growth. Now is the time to build on these gains,
primarily by strengthening these countries' capacity to raise revenues. With demand from

emerging markets weakening, low-income countries should bolster™ their defenses against a

serious downturn, even as they continue to focus their spending on key social programs and

infrastructure projects.

Middle East countries in transition face additional challenges in the form of social
instability and political uncertainty. These problems should be addressed by laying the
groundwork? for dynamic and transparent economies, promoting more inclusive® growth and
ensuring continued support from the international community.

While challenges vary by country and region, many common problems must be addressed
in the years ahead. Too many countries face a legacy® of high public and private debt, fiscal
and current account imbalances, and growth models that are unable to generate enough jobs.
The international community also needs to complete the regulatory reforms required to create
a safer financial system that better supports the needs of the real economy.

These are not abstract challenges. Only by addressing them can we ensure future
prosperity at a time when billions of people have rising aspirations®-to find jobs, to rise out of
poverty and to one day join the global middle class.

In 2014, we need to take steps to help make this dream a reality. The IMF is committed to
working with its 188 member economies to define and implement the policy measures that can
power the engines of growth—and lift all people to renewed prosperity.

The author is managing director of the International Monetary Fund.

(Http://www.chinadaily.com.cn/opinion/2014/01/07/content_17219358.htm)

Sentences Analysis

1. While recovery gained momentum, particularly in some advanced economies, the
world economy is not yet flying on all engines—and is likely to remain underpowered next
year as well.

BARGTFHERHIIE, Frilt—2RRER, HEMAZTNEAREG, mE
RA T REM 2T KRS AR

2. A strong and lasting recovery that lifts all countries and all peoples requires policy-
makers to press ahead on all fronts-fiscal, structural, and financial.

58 ) T 55 4 48 4k 42 BR 28 BF E oK B
D bolster [baulsto] v. %H; %t R E A R TIME, S5 H N A

@ groundwork ['gravn(d)wa:k]| n. ZERE; i, HAE SRR A R
@ inclusive [in'kluisiv] adj. f145H9, fEH)
@ legacy ['legasi] n.iftlé, g™

(® aspiration [imspa'reifon] n.1BH; Hif case scenario (Great Depression I[ ) over the

3. We have certainly avoided the worst-
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past five years, thanks to the efforts of global policymakers-particularly the determination of
central banks to keep global interest rates low and to support the financial system, coupled
with fiscal stimulus in some countries.

BT 2ERBORH EE NS S, JUHR B AT IR 2R AR KF A S Fr Al
ZBPul, I E—E KAV BORE, 5 ERRATC Lmt e 7RIS (58 G
%) IR

4. The challenge now is to agree on medium-term fiscal adjustments and implement the
structural reforms-including deregulation of product and service markets and measures to
boost the share of women in the workplace-which are needed to give growth a firm foundation
and finally banish the specter of deflation.

PUAE PR P A2 Xof v 408 0 B R ik il — BRI R AT S M, L AR A X 7
an AR 55 i 3 B I LA R AR S A & AE 55 ah i 3 L B 4t , X R iE 2 BRI K HAT R 14
A At I L 2T Bk 16 i A R P A5 )

5. But these economies' momentum slowed in 2013, as uncertainty over the timing of the
normalization of the US monetary policy coincided with doubts about the sustainability of
their growth path.

SR, B % 38 [ 6% T BUR 5 S0 B B ILAN I 8 LA SR X e 28 51K R g i A m] £+
ZEPERIMREE, 2013 EIX S TR K RF LB .

6. With demand from emerging markets weakening, low-income countries should bolster
their defenses against a serious downturn, even as they continue to focus their spending on key
social programs and infrastructure projects.

B BT 2% T R B mss , RO B SN 2 s X 22 55 ™ S LR i B9, IE anft
(T 14% SR WA B S 4 v TR B AR 2 001 H LA SRRl e B TR

Notes

1. The International Monetary Fund (IMF, EfREHEEHLR)

The International Monetary Fund is an international organization that was initiated in
1944 at the Bretton Woods Conference and formally created in 1945 by 29 member countries.
The IMF's stated goal was to assist in the reconstruction of the world's international payment
system post-World War II . Countries contribute money to a pool through a quota system from
which countries with payment imbalances can borrow funds temporarily. Through this activity
and others such as surveillance of its members' economies and the demand for self-correcting
policies, the IMF works to improve the economies of its member countries.

The IMF describes itself as "an organization of 188 countries, working to foster global
monetary cooperation, secure financial stability, facilitate international trade, promote high
employment and sustainable economic growth, and reduce poverty around the world." The
organization's stated objectives are to promote international economic co-operation,

international trade, employment, and exchange rate stability, including by making financial
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resources available to member countries to meet balance of payments needs. Its headquarters
are in Washington, D.C., United States.

2. The G20 (20 E£H)

The G20 is a group of finance ministers and central bank governors from 20 major
economies: 19 countries plus the European Union, which is represented by the President of the
European Council and by the European Central Bank. The G-20 heads of government or heads
of state have also periodically conferred at summits since their initial meeting in 2008.
Collectively, the G-20 economies account for around 85% of the gross world product (GWP),
80% of world trade (or if excluding EU intra-trade: 75% ), and two-thirds of the world
population.

The heads of the G-20 nations met semi-annually at G-20 summits between 2008 and
2011. Since the November 2011 Cannes summit, all G-20 summits have been held annually.
Russia currently holds the chair of the G-20, and hosted the eighth G-20 summit in September
2013. The next summit is in Australia in Brisbane in 2014, chaired by Tony Abbott, Prime
Minister of Australia.

3. Great Depression (X7 5EHHE)

Great Depression was a severe worldwide economic depression in the decade preceding
World War Il . The timing of the Great Depression varied across nations, but in most countries
it started in 1930 and lasted until the late 1930s or middle 1940s. It was the longest, deepest,
and most widespread depression of the 20th century.

In the 21st century, the Great Depression is commonly used as an example of how far the
world's economy can decline. The depression originated in the U.S., after the fall in stock
prices that began around September 4, 1929, and became worldwide news with the stock
market crash of October 29, 1929 (known as Black Tuesday).

4. The Eurozone (BXjTIX)

The eurozone officially called the euro area, is an economic and monetary union (EMU)
of 18 European Union (EU) member states that have adopted the euro(€) as their common
currency and sole legal tender. The eurozone currently consists of Austria, Belgium, Cyprus,
Estonia, Finland, France, Germany,Greece, Ireland, Italy, Latvia, Lu xembourg, Malta, the
Netherlands, Portugal, Slovakia, Slovenia, and Spain. Other EU states (except for the United
Kingdom and Denmark) are obliged to join once they meet the criteria to do so. No state has
left and there are no provisions to do so or to be expelled.

Monetary policy of the zone is the responsibility of the European Central Bank (ECB)
which is governed by a president and a board of the heads of national central banks. The
principal task of the ECB is to keep inflation under control. Though there is no common
representation, governance or fiscal policy for the currency union, some co-operation does
take place through the Eurogroup, which makes political decisions regarding the eurozone and

the euro. The Eurogroup is composed of the finance ministers of eurozone states, but in

005



g B B RIFRIERIE

006

EFr R B HIR

emergencies, national leaders also form the Eurogroup.
Background Information
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Cross Border M&A with China:
Will It Really Happen?

When I predicted at the end of 2010 that 2011 would be a banner® year for cross-border
mergers and acquisitions between China and the United States and China and Europe, I was

not alone. Many investment bankers, lawyers and accountants have been gearing® up for what

everyone believes will ultimately be a big surge® in cross-border M&A activity as cash-rich

Chinese companies search for new technology and markets. Unfortunately, we've all been a bit

disappointed.

At the 2012 Automotive News World Congress held in Detroit this week, Tim Leuliette,
managing director of FINNEA Group, an investment banking firm in suburban Detroit, told
the audience that last May, China's central government had earmarked® $60 billion to acquire
U.S. industrial assets. "The Chinese did that because they need access to expertise to grow
their economy," Leuliette said during the China panel discussion that I also served on. "They
want to convert their trade surplus into hard assets," he added.

I was a bit surprised by Leuliette's statement because it seems at odds with the way China
actually works, but assuming he is correct, where are the deals? That's what the moderator® of
our panel wanted to know. "Show me the money," he said.

There are several reasons why buyers from China have been slow in making the plunge
into the overseas acquisition business.

First and foremost, Chinese CEOs are cautious when it comes to looking abroad. While

they know how to do business in China and

are willing to take risks there that most

Western CEOs would never consider, they

(D banner [benal adj. A3 FEHIEH

@ gear [gio] v.iEA; # FHE; FATHE are nervous about entering slow-growth

@ surge [so:d3] n. W, KIR, Wk economies, negotiating with labor unions,
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are part and parcel” of running a business outside China. The global financial crisis and the

ongoing crisis in Europe have only exacerbated® those fears.

Second, Chinese CEOs don't have the luxury of learning from the experience of others
since so few Chinese companies have successfully completed and managed overseas
acquisitions.

Third, Chinese companies find it difficult to keep pace with the auction® process that
investment bankers routinely use to sell Western businesses. The need to review, analyze and
absorb a great deal of new information in a compressed® time frame represents a very real
challenge for most companies. While it's easy for a CEO in Chicago to schedule a trip to meet
the management of a company in St. Louis, it's a much longer trip for a Chinese CEO and the
need for a visa makes last-minute trips all but impossible.

Fourth, obtaining the necessary approvals to go forward with a deal, or to convert
renminbi into hard currency, can be time consuming and problematic®.

Finally, the notion® of buying a company after a six-month "getting to know you" period
runs counter to? every instinct in a Chinese executive. In China, relationships are built over a
long period of time and significant deals are seldom done between individuals who have only
known each other for a few months.

The difficulties of overcoming these challenges are now giving potential Chinese
acquirers a bad reputation among investment bankers and company owners, creating a new
challenge.

For example, Bright Food Group Co., China's second-largest food company, has been

notorious® for its repeated failures to close proposed acquisitions. Over the past two years,

Bright Food held negotiations and then backed away from announced deals for UK-based

United Biscuits and GNC, an American retailer of nutritional products. In other failed

acquisition attempts, Bright Food lost out to General Mills Inc. for a stake in French yogurt
maker Yoplait in 2011 and was outbid® by Wilmar International Ltd. for CSR Ltd.'s sugar unit
in 2010.

In addition, the decision by Xinmao, a Chinese company, to drop its 1 billion euro ($1.3
billion) bid to buy Draka, a Dutch cable maker, in early 2011; the failed bid by CNOOC for

Unocal in the face of U.S. political

opposition in 2005; the failed attempt by
@ part and parcel % 3543
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Qingdao Haier to purchase U.S. appliance
maker Maytag in 2006; and the inability of
little-known  heavy machinery maker
Sichuan Tengzhong Heavy Industrial
Machinery to obtain Chinese regulatory
approval to buy the Hummer unit from

General Motors in 2010 are all cited as



