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Unit One

Part A Multiple-choice

Choose the one word or phrase that best completes each of the following sentences.

1. The underlying assumption is that the rate of interestis _______that it is likely to compensate
for a possible depreciation in the currency.
A. such high » B. so high
C. so highly D. such highly

2. After the credit analyst has understood the name of a company, it is time in detail at
its audited accounts.
A. for looking B. looking
C. to look D. looked

3. The beneficiary should assure that his company’s name and address details are
exactly as they appear in the documentary credit.
A. herself B. myself
C. himself D. yourseif

4. In order to know the rate in a forward transaction will be, we need first to calculate
the forward points.
A. that B. who
C. what D. whether

5. An option trader will usually have a view on interest rates he wishes to take
advantage of.
A. what B. which
C. whichever D. whatever

6. Please read each chapter carefully and your understanding by completing the
exercises which follow.
A. totest B. testing
C. test D. tested

7. as an agent for the remitting bank, the collecting bank notifies the buyer upon receipt
of the draft and documents.
A. Acted B. To be acted
C. Acting ' D. Having acted

8. These items can often have a significant impact the financial position of the business.
A. in B. to



10.

11.

12.

13.

14,

15.

16.

17.

18.

C. at D. on

Direct inquiries can be made with both suppliers and customers _____ names can be
provided by the borrowers.

A. which B. that

C. where D. whose

You should always investigate the action a company has taken to protect against
unnecessary exposure to foreign exchange movements.

A it B. them

C. its D. itself

In more than one third of enterprises arrears a creditor committee has yet to be
formed.

A. at . B. in

C. within D. on

It is any case worth how to treat ratings when fixing the severity of the supervision for
banks with ratings and banks without ratings.

A. to be considered B. considering

C. being considered D. having considered

To summarize, the key the different cost of debt and equity is understanding the
respective risks of each.

A. to understand B. of understanding

C. in understanding D. to understanding

The fixed asset itself is not expected to be converted to cash to repay the loan, means
that this type of loan is not self-liquidation.

A. that B. what

C. which D. it

Even if the issue is undoubted credit standing, has he possibly issued more paper than
the market can stand, so that buyers may be difficult to find?

A. over B. of

C. at D. on

When the customer pays, 60 days later, the cash account is debited and debtors’
account is credited.

A. say B. saying

C. to say D. says

the industry itself is stable and viable, the company has a competitive advantage and
relevant strategy as discussed above. '

A. Considered that B. Provided that
C. Assumed that D. Supposed that
The extent of this protection should be noted, unfortunately full information is not

always available.



19.

20.

21

22.

23.

24.

25.

26.

27.

28.

29.

A. and
C. hence

B. so
D. but

In the initial stages of an industry’s growth there are very few competitors, margins are very

high, and are costs because producers have not yet learned optimal production
techniques.

A. nor B. neither

C. so D. either

Buying interest rate option is very similar an insurance policy.

A. to taking out B. to take out

C. taken out D. taking out

For this reason, such issues must be regarded as akin foreign bonds.

A. of B. to

C. through D. for

Banking is a good example of an industry

‘complex and dynamic conditions exist.

A. where B. which

C. what D. that

Financial transactions for periods in excess of one year bring special problems their
wake.

A. at B. over

C. towards D. in

An issuer must choose

to make a public offering or a private placement of its

securities.

A if B. what

C. that D. whether

Structuring loans and loan facilities can be part in the credit process. .
A. the harder ' B. harder

C. the hardest D. hardest

Lenders tend to shy away from companies whose proportion of debt equity is already
too high.

A. of B. in

C.to D. on

Bankers have to realize they have no choice but

A. act B. acting

C. to have acted D. to act

The owners may manage the company to maximize their personal income while minimizing

profits in order to avoid
A. to pay
C. paying
A capital market provides a means

too much tax.

B. to be paid

D. having paid

borrowers to raise capital, at a price, from

3



30.

31.

32.

33.

34,

35.

36.

37.

38.

39.

4

investors who have money available.
A. with B. of
C. to » D. for
this trend towards globalization has made the capital markets the most dynamic arena

of financial activity in the world.

A. Twenty years ago B. Twenty years past

C. The year before twenty years ago D. Over the past twenty years

Private companies are obliged by law significantly less information in their annual
accounts than public quoted companies.

A. to disclose B. disclosing

C. to be disclosed D. being disclosed

Obviously the amounts that may be transacted in one “go” by oil companies and central banks
can be very large indeed and, unless the dealer is in a position to take on his book the whole

amount, he could find himself badly in the market, as news travels fast.
A. placing B. to place

C. to be placed D. placed

Warrants can often be detached from the original bond and separately.
A. trade : B. trading

C. to trade D. traded

The risk is heightened by the fact that information on money leverage companies is notoriously

difficult .

A. to obtain B. to be obtained

C. to have been obtained D. to have obtained

Extraordinary items should not be confused with exceptional items, the costs benefits of
are taken into account before tax.

A. them B. that

C. what D. which

There is a tendency for those with liquidity need to borrow for the shortest possible

the situation will improve sooner rather than later.

A. in the hope that B. in the hopes that

C. in the hope of D. in hopes of

There are problems with the draft it stands. -

A. which B. what

C. as D. how

Companies with cash surpluses or investment income will be vulnerable interest
rates.

A. to falling B. to be falling

C. tofall D. to be fallen

A company cannot stock and sell it on credit without itself receiving credit from



40.

suppliers or borrowing money.

A. both B. neither

C. either . D. nor

In corporate bonds, the market is fire right now.
A. at B. on

C. in D. to

Part B Correction

Find and correct the underlined part that is incorrect or inappropriate.

4]1.

42.

43.

44,

45.

46.

47.

It was a brave person who took a view on the next hour’s trend, and such many market-makers
_ A B
were either not answering phones or they were operating on a “best effect” basis rather than
C D
quoting firm prices.
If the trader has a large portfolio, he may spend a lot of time rehedging his position, which can
A B C
prove cost and time-consuming.
D
Above the all, it requires a high degree of creativity to devise a financial structure which
A B
is acceptable to all the many parties involved in a project financing.
C ' D
There is a great deal of jargon associated with the options markets, and once you as the reader
A
have familiarized you with some of the terms which are used, you should find options much
B C
simpler to understand.
D
Seldom are all of the skills needed found in one individual, and even if they would it would be
A B C
desirable to have a management team rather than a single manager.
D
You will need to be constantly aware of which stage your problem has reached, being ensured
A B C
that you adjust your objections accordingly.
D
Bank analysis differs from traditional corporate credit analysis in which a bank’s financial
A B




48.

49,

50.

statements, structure, and options can conceal conditions of interior decay until the last possible

C D
moment.
It’s important to understand how these investments differ so that any material changes in the
A B C
assets or income stream may be commented.
D
The cost can be viewed as the return the investor requires, and the greater the risk attached to an
A B
investment the higher the return the investor will be expected.
C D
Only when these principles are understood best advantage can be taken of the computer models’
A B
speed in producing reworkings of our initial projection.
C D

New Words & Expressions

interest rate
depreciation

credit analyst
audited account
beneficiary
documentary credit
forward transaction
spot transaction

. option

remitting bank
collecting bank
financial position
exposure

in arrears

debt

equity
self-liquidation

paper (commercial paper)

debited
credited
margin

insurance policy
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