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Unit One Economy

I . Background Information

1. Market Economy

A market economy is an economy in which decisions regarding investment, production
and distribution are based on supply and demand. and the prices of goods and services are
determined in a free price system. This is contrasted with a planned economy, where
investment and production decisions are embodied in a plan of production. Market
economies can range from hypothetical laissez-faire and free market variants to regulated
markets and interventionist variants. Most existing market economies include a degree of
economic planning or state-directed activity, and are thus classified as mixed economies.

In the real world, market economies do not exist in pure form, as societies and
governments regulate them to varying degrees rather than allow full self-regulation by market
forces. The term free-market economy is sometimes used synonymously with market
economy. However, as Ludwig Erhard once pointed out, this does not preclude an economy
from providing various social welfare programs such as unemployment benefits, as in the

case of the social market economy.

2. Stock Market

A stock market is a public market for the trading of company stock and derivatives at an
agreed price; these are securities listed on a stock exchange as well as those only traded
privately. The stocks are listed and traded on stock exchanges which are entities of
corporations or mutual organizations specialized in the business of bringing buyers and sellers
of the organizations to a listing of stocks and securities together. The stock market in the
United States includes the trading of all securities listed on the NYSE Euronext ( 4] #j—jZ
BRAC 5 ) , the NASDAQ (423 UESFAC 5 R Ph4x I shdli it 48 ) , the AMEX ( SE [k
H2E 5 ) . as well as on the many regional exchanges, e. g. OTCBB (I74MEif 55 &
4: ) and Pink Sheets (#3454, tWFRE .45 ). European examples of stock exchanges
include the London Stock Exchange ({GZ{iF#:3¢% ffr) and the Deutsche Borse ( {8k
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UEZF2E 5 U1 ). Participants in the stock market range from small individual stock investors
to large hedge fund traders, who can be based anywhere. Their orders usually end up with a
professional at a stock exchange, who executes the order.

The stock market is one of the most important sources for companies to raise money.
This allows businesses to be publicly traded, or raise additional capital for expansion by
selling shares of ownership of the company in a public market. The liquidity that an
exchange provides affords investors the ability to quickly and easily sell securities. This is an
attractive feature of investing in stocks, compared to other less liquid investments such as

real estate.

3. The Shanghai Stock Exchange ( _tiiF# % 5 A7)
The Shanghai Stock Exchange (SSE) is a stock exchange that is based in the city of

Shanghai, China. It is one of the two stock exchanges operating independently in mainland
China, and the other is the Shenzhen Stock Exchange. The Shanghai Stock Exchange is the
world’s 6th largest stock market by market capitalization at U.S. $2.3 trillion as of
December, 2011. Unlike the Hong Kong Stock Exchange, the Shanghai Stock Exchange is
still not entirely opened to foreign investors due to the tight capital account controls exercised
by the Chinese mainland authorities.

The current exchange was re-established on November 26, 1990 and was in operation
on December 19 of the same year. It is a non-profit organization directly administered by the

China Securities Regulatory Commission ( CSRC).

4. The Shenzhen Stock Exchange (RIIEZ 35 AT)

The Shenzhen Stock Exchange ( SZSE) is one of the three stock exchanges in the
People’s Republic of China, alongside the Shanghai Stock Exchange and the Hong Kong
Stock Exchange. It is based in Shenzhen, China. The market capitalization of its listed
companies was about U. S. $ | trillion in 2011.

5. Renminbi

The Renminbi (abbreviation: RMB; sign: ¥ ; code: CNY) is the official currency of
the People’s Republic of China. The yuan is the basic unit of the Renminbi, but is also used
to refer to the Chinese currency generally, especially in international contexts. The ISO 4217
standard code for Renminbi is CNY, an abbreviation for “ Chinese yuan”. The distinction
between the terms “Renminbi” and “yuan” is similar to that between sterling and pound,
which respectively refer to the British currency and its primary unit. The name ( simplified

Chinese: A[R1f1) literally means “people’s currency”.



One yuan is subdivided into 10 jiao ( ffi) , and one jiao in turn is subdivided into 10 fen
(/7). Renminbi banknotes are available in denominations from 1 jiao to 100 yuan ( ¥0. 1 -
¥100) and coins have denominations from 1 fen to 1 yuan ( ¥0.01 — ¥1). Thus some

denominations exist in both coins and banknotes. Coins under ¥ 0. 1 are used infrequently.

6. Chinese Economic Reform

The Chinese economic reform refers to the program of economic reforms called
“Socialism with Chinese characteristics” in the People’s Republic of China that was started
in December, 1978 by reformists within the Communist Party of China led by Deng
Xiaoping.

China was one of the world’s largest and most advanced economies prior to the 19th
century, while national product per capita remained average in global terms. The economy
had stagnated since the 16th century, and even declined in absolute terms in the 19th and
much of the 20th century, only with a brief recovery in the 1930s.

Economic reforms introducing market principles began in 1978 and were carried out in

two stages. The first stage, in the late 1970s and early 1980s, involved the de-

s , ; . s 003
collectivization of agriculture, the opening up of the country to foreign investment, and the
Lo N . . . Unil One
permission for entrepreneurs to start-up businesses. However, most industry remained state- Esanomy

owned. The second stage, in the late 1980s and 1990s, involved the privatization and
contracting out of much state-owned industry and the lifting of price controls, protectionist
policies, and regulations, although state monopolies in sectors such as banking and
petroleum remained. The private sector grew remarkably, accounting for as much as 70% of
China’s GDP by 2005. From 1978 to 2013, unprecedented growth occurred, with the
economy increasing by 9. 5% per year. China’s economy surpassed that of Japan in 2010 as
Asia’s largest economy and became the second largest after the United States and is projected

to become the world’s largest economy by 2029.

1. Text

Amid the Global Economic Crisis, China Rises

BEIJING—The auto-parts maker Delphi Corp. ''' is headquartered in Troy, Mich. ',
in the heart of the region which made the United States the car capital of the world. It’s a
place where the phrase “buy American” '’ is right at home.

Now the 3, 000 employees of Delphi’s brake and suspension unit are getting a new boss.
Battered by weak sales, Delphi is selling the unit to investors led by a company named

[4]

Shougang Corp.
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Shougang is a steel maker owned by the government of China—a government that calls
itself communist but espouses a * socialist market economy " as it marches down
globalization’s road toward a capitalistic future.

“Everyone’s so desperate for cash that the Chinese show up with a checkbook and

” [5]

people say, * Yes, please’ ,” says Arthur Kroeber, managing director of Dragonomics ' | a
Beijing research firm.

Explosive growth in China and India, coupled with Japan's clout as the world’s No. 2
economy, has long been expected to shift economic power from the United States to Asia as
this century progresses. The financial crisis and resulting Great Recession © are accelerating
that process.

“China certainly comes out of the crisis stronger rather than weaker, and it's the

7

opposite for the United States,” says Stephen Roach, chairman of Morgan Stanley Asia

Even some Americans have begun declaring this the “Chinese century” since it began
nearly a decade ago. But while they and others fear the rise of China in international
relations and the global economy, the reality is less dramatic : Beijing is still getting its own
sprawling , chaotic house in order and is in no position to supplant the United States as global
leader in the near future.

At the same time, Beijing’s power remains undefined: On an unfamiliar global stage, it
is unsure what role it wants to play.

For decades, China followed the dictum of its late supreme leader, Deng Xiaoping, to
keep its head down abroad and focus on development at home. But earlier this decade,
emboldened by success and mindful that their globalized economy needs stability
communist leaders started pressing for a place among the nations that manage world affairs.

These days, Beijing is claiming a bigger voice in global economic forums such as the
Group of 20 and is getting more deference in the United Nations. which could mean
protection for friends such as Iran and Myanmar®'. Its military spending is the world’s
second-highest, behind that of the United States.

“China is very likely to be the second-most-powerful country—if it isn’t now, then
within a decade,” says Kenneth Lieberthal, director of the Brookings Institution’s John L.
Thornton China Center'”' in Washington.

For the United States, it’s a mixed blessing. The American and Chinese economies are
intertwined, and the success of one depends on the health of the other.

The United States is China’s biggest trade partner. China sent $ 338 billion in goods
here last year. Beijing is Washington’s biggest creditor, with more than $ 800 billion
invested in government debt. American automakers look to China’s growing market to propel
future sales.

The financial crisis set back U. S. growth by years and will add trillions to the federal



debt over the next decade. But China avoided the worst of the crisis. Its banks are healthy
and, with the help of a 4 trillion yuan ( $586 billion) stimulus, this year’s economic
growth is on track to top 8 percent.

Already, demand from China can affect oil prices, and it is starting to influence what
products are available worldwide. Western jobs are tied to Chinese spending, from British
auto factories to Australian iron mines. Chinese money is financing development of oil fields
from Venezuela to Central Asia.

And China’s role as Washington’s lender-in-chief "' is altering the dynamic of the
countries’ relationship.

At a meeting in London in April, President Barack Obama assured his Chinese
counterpart, Hu Jintao, that Washington would cut its budget deficit—a promise no
American leader ever had to make to a Soviet ' leader.

Washington’s three-year-old strategic dialogue with Beijing has long been dominated by
U. S. trade grievances. But the latest round in July, overshadowed by America’s need for
China to keep buying its debt, became a discussion between equals.

China, a major destination for foreign investment, was starting to reverse the flow and
invest abroad before the financial crisis. The crisis accelerated that and has led to a flurry of
deals. In some cases, Chinese companies have stepped in to save Western jobs—a notion
unthinkable a decade ago.

In Britain, China’s Nanjing Automobile Group plans to reopen the Longbridge factory
idled by the collapse of MG Rover ' to make limited-edition "' MGTF sports cars. And in
Sweden , Beijing Automotive is joining a bid to buy Saab " from General Motors " | while

16 1

Geely Automobile "' wants to acquire Ford’s Volvo''"" unit.

“It’s better to be part of the race than to watch it from the stands,” says Paul Akerlund,
a union representative at Saab. “ We see advantages in gaining access to the Chinese market,
which is the fastest-growing auto market in the world. ”

In diplomacy, China is only starting to stake out '™

positions on a wide array of global
issues. It has used its influence in the United Nations to help allies such as Sri Lanka resist
Western pressure on human rights. But Chinese leaders have yet to decide what overall
political and military role they want abroad.

“They clearly want to be a country of some gravitas both regionally and globally,”
Lieberthal says. “ But there are a lot of aspects of the American approach—too ready to
interfere, to tell others what to do—that the Chinese criticize as ‘ hegemonic’ .

Even as it is on track to overtake the American economy in size as early as 2030, China
is burdened by enormous problems of corruption, poverty and pollution. Measured by
income per person, China ranked 130th out of 210 economies in a World Bank survey last

year, behind most of Latin America and parts of Africa.

005
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“China’s foreign currency reserves are huge. But that does not mean we are a rich
country,” says Cho Tak Wong, chairman of Fuyao Group ” , which produces glass for
Chinese and global automakers. “We are about 100 years behind the United States. ™

China also has become a fast-growing market, and the financial crisis has only
increased its importance to global companies. Chinese demand affects everything from global
steel prices to the design of consumer goods. Cadillac' ™" created its 2008 CTS with China in
mind, adding a deeper back seat for Chinese buyers driven by chauffeurs. *'

Other countries’ urgent need for cash has created opportunities for Beijing to make deals
for resources to drive its booming economy. State companies have struck oil deals in Brazil,
Venezuela, Russia and Africa and bought stakes in Australian and Canadian miners.

Delphi turned to Chinese buyers for its remaining brake and suspension operations after
it sought bankruptcy court protection four years ago. The buyers are Shougang and two
partners—the Beijing city government and an auto-parts maker, Tempo Group'”'. Delphi
says the $90 million sale should close in November, seven months after it was announced.

Contrast that with 2005, when Chinese oil company CNOOC Ltd. tried to acquire
Unocal Corp. CNOOC offered to pay more than a rival American bidder but withdrew after
critics in Washington said the sale might threaten U. S. energy security.

Still, the United States has many strengths that China lacks. The U. S. remains the
world center for innovation in many areas and a magnet for smart, ambitious immigrants.

“Europeans may hope that the U. S. has been knocked down a peg or two, but even if

23]

that is so, they could be in for a nasty surprise, says Howard Wheeldon, senior

strategist at BGC Partners'**’

, a London brokerage. “Never underestimate the ability of the

American people to rise to a challenge. ”

By Joe McDonald
Associated Press

October 7, 2009

New Words

espouse [ 1'spauz | v. SCRF,

clout [ klaut | n. (JLFEEUA LRY) 5w
supplant sa'pla:nt | v. e HESr s, U
dictum 'diktom | n. HGa,

mindful 'marndful | adj. FER),
'defarans | n.o WA, M BEdE

Jnta'twain | v. JighfE— R

deference

[
[
embolden | 1im'bauldan | v dehh, i () BEK
[
[
[

intertwine



propel [ pra'pel | v. ik, HfEsh
grievance [ 'grizvans | n. TG, ¥

flurry [ 'flart ] n. B PR
gravitas | 'graevita:s | n. JEM™ %
hegemonic [ theg1'mpnik | adj. F A TR
chauffeur ['foufa] n. T AR AERL
strategist ['stretidzist | n. KGmg %

brokerage | 'broukarids | n. 20\

‘Notes to the Text

[1]

—
(8]
.

—
(o8}
a—)

6]
[7]

Delphi Corp. —an automotive parts company headquartered in Troy, Michigan, USA.
Delphi is one of the world’s largest automotive parts manufacturers and has

approximately 146, 600 employees ( 18,900 in the United States).

| Mich. — (short for) the state of Michigan % X ( SE[H)

“buy American” —The phrase is from “Buy American Act” that was passed in 1933
by Congress and signed by President Hoover. The Policy required the United States
government to prefer U. S. -made products in its purchases.

Shougang Corp. —one of China’s oldest state-owned companies. Shougang ( also
known as Capital Steel ) built its reputation with construction steel. The steelmaker
ranks among China’s largest and also specializes in industrial controls and the computer

industry. 775 12\

| Dragonomics—Dragonomics Limited is an economic research service and consultancy

for multinational companies and financial institutions, providing information and
analysis on China’s economy and business environment. b 50 g i 28 i & #1723 &)
Great Recession— )i

Morgan Stanley Asia—/EE R+ FHRIE I 23 60— R EPrbE SRR 55 A8, k51
Fil e S 4 AR AT . GEE . BRPEERIL RV R, AR iR

| Myanmar—Repubic of the Union of Myanmar. Burma ( 4fijfi] ) is derived from the

Burmese word *Bamar” , which in turn is the colloquial form of Myanmar. #fifa) X}
SR, Tay AR fu)

the Brookings Institution’s John L. Thornton China Center—A research center named
after Professor John L. Thornton. It offers independent analysis and policy
recommendations to help U. S. and Chinese leaders address key long-term challenges,

both in terms of U. S. -China relations and China’s internal development. A 4 iy

SOy - R E L

(10 lender-in-chief— LAYV [ 1 (T ia), BHEUE “ FE6EET (b E H T
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I 2 [ [ i p F o KR A [ #2009 4R 9 A, b [EHFAT Y 95 [ [ fi A 31 5 850
f¢%oT)

Soviet—the Union of Soviet Socialist Republics (USSR) #1Jk ( & F 1991 4Ef{Ak)
MG Rover—# B} & 2R 44w (%E[H)

limited-edition—PR it (AT AFRAY)

Saab—p# i, W ikfEahE, WHAIRELA A FREZIEMMZ —

] General Motors—ifi i< 424" (£H)
] Geely Automoblle—fﬂmif\ﬂ ()

Volvo—ik/Rik (Hid & AP E M, 120 V4 A&k #0K)

stake out—put forward one’s claim fi i} 9K

Fuyao Group—fi#fE 141, PR A BES Tk A AT PR A7), 1987 41 [
PR, 90 YA e o N I E e R S/l B | I W 53 72 - Hi T R S o
Cadillac—ILit 477 5 ( 56 [ 38 FHVC 4220 vl 2B 7 1 e A VL4 i)

Cadillac created its 2008 CTS with China in mind, adding a deeper back seat for
Chinese buyers driven by chauffeurs. —Lii §77 522 @] 7645 7% 2008 CTS 3K 75 40+
P [ S Y B A IEAE N, XA Y HE R R L G AR ) o 1M A B R
B2 R R A X B A th & 'EJHL’”"}L

[22] Tempo Group— 7T 5 K #i 4 AT 11 A7 B2 )

' 23| Europeans may hope that the U. S. has been knocked down a peg or two, but even if
that is so, they could be in for a nasty surprise. —BRKM A iFA 2 E&S (b EPY
i) SEER BT 22, (AR AR Ik, iR TR EIEAD
(knock down a peg or two P45 AHi7(; be in for — 2318 i)

[24] BGC Partners— 3 [€] 3 # (19 5% M 28240 20 v

Exercise

A. Choose the best answer to answer the question.

1. Why is Delphi selling the unit to a Chinese company named Shougang Corp. ?

A.
B.

C.

> £ U

o 0=

Because it's a place where the phrase “buy American” is right at home.

Because Delphi needs cash and investors led by Shougang Corp. who are willing to
buy it.

Because Shougang Corp. is a company owned by Chinese government.

Because China has experienced explosive growth.

2. Which of the following statements is not true?

Japan’s economy is only second to the United States.
India is experiencing explosive growth as China.
Economic power is shifting from the United States to Asia.

Great Recession has slowed down the shift of economy power from the USA to Asia.



(R

.

[RS]

. Which of the following about China is true?

A. China will replace the United States as global leader in the near future.

B. Unlike the United States, China comes out of the financial crisis weaker.

C. With its economic success, China is getting more respect in the United Nations.
D. China is sure what role it should play in the world arena.

. Which is not mentioned by the author as a problem that China is confronted today?

A. Crime. B. Poverty.
C. Corruption. D. Pollution.
. What, according to the author, is the United States not superior to China?
A. Innovation in many areas. B. Perseverance.
C. Ability to cope with challenges. D. Attraction to intelligent immigrants.

Answer the questions based on the text.
. What does the author mean by saying that “ Beijing is still getting its own sprawling,
chaotic house in order™

What changes has the author noticed as far as China’s role in the international affairs is

concerned? 009
. . N . Unit One
In what way do Chinese and American economies intertwine? - .
conomy

As Washington’s lender-in-chief, how is China altering the dynamic of the two countries’

relationship?

. Discuss the topics.
. Why is China’s rise for the United States a mixed blessing?

In what way does China influence the world economically and politically?

Translate the sentences into Chinese.
. China, a major destination for foreign investment, was starting to reverse the flow and

invest abroad before the financial crisis.

Even as it is on track to overtake the American economy in size as early as 2030, China

is burdened by enormous problems of corruption, poverty and pollution.

. Never underestimate the ability of the American people to rise to a challenge.
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Ill. Journalistic English

1. Journalistic Style'

News style, journalistic style or news writing style is the prose style used for news
reporting in media such as newspapers, radio and television.

News style encompasses not only vocabulary and sentence structure , but also the way in
which stories present the information in terms of relative importance, tone, and intended
audience.

News writing attempts to answer all the basic questions about any particular event—
who, what, when, where and why ( the Five Ws) and also often how—at the opening of the
article. This form of structure is sometimes called the *inverted pyramid” , to refer to the
decreasing importance of information in subsequent paragraphs.

Journalistic writing also contains at least one of the following important characteristics
relative to the intended audience: proximity (§%UT/% ), prominence ( & %), timeliness
(&) , human interest ( A ) , oddity (4 5#4E), or consequence ( i Ei44:).

2. Exercise

Read the news story and comment briefly on its style.
China Demands Malaysia Turn over Satellite Data

KUALA LUMPUR, Malaysia ( AP) —China demanded that Malaysia turn over the
satellite data used to conclude that a Malaysia Airlines jetliner had crashed in the southern
Indian Ocean, killing everyone on board, as gale-force winds and heavy rain on Tuesday
halted the search for remains of the plane.

The weather is expected to improve so that the multinational search being conducted out
of Perth, Australia, could possibly resume on Wednesday. But the searchers will face a
daunting task of combing a vast expanse of choppy seas for suspected remnants of the aircraft
sighted earlier.

“We’re not searching for a needle in a haystack—we’re still trying to define where the
haystack is,” Australia’s deputy defense chief, Air Marshal Mark Binskin, told reporters at
a military base in Perth as idled planes stood behind him.

D AR AU ] A S bR WL S SR SRR i AL AT de s, A A iR R
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Australian and Chinese search planes spotted floating objects in an area 2,500
kilometers (1,550 miles) southwest of Perth on Monday, but none was retrieved. Now,
with the harsh weather and a 24-hour delay in the search, those objects and other possible
debris from the plane could drift to an even wider area.

By Scott McDonald and Eileen Ng
http://news. yahoo. com
March 25, 2014

IV. Home Reading

How a Beige Book''' Could Shed Light on China’s Shadow Economy *

A man reads a newspaper at the entrance of a temple in Beijing on July 16, 2013.
China’s GDP expanded 7.5% in the April-June quarter, official data showed, a second
consecutive slowdown in growth as worries mount over the world’s No. 2 economy.

China’s economy has grown at such an astonishing rate over the past 30 years that even
economists have hailed it as a “ miracle. © GDP has grown by an annual average of 10%
since 1979, effectively doubling in size every eight years. China now is the second biggest
economy in the world and may overtake the U. S. | the world’s largest, within the next
decade. But a lingering doubt hangs over all these heady figures—whether they're from the
past, present or future—because they have originated from a little-known branch of the
Chinese government called the National Bureau of Statistics * , whose inner workings remain
infuriatingly arcane.

Officials have been reluctant to give outsiders a peek, and there are hints at unsavory
practices. Current Chinese Premier Li Keqiang admitted in one cable released by
Wikileaks' *' that GDP figures were “ man-made.” The National Bureau of Statistics has
occasionally reprimanded local officials for embellishing provincial statistics to boost their
chances of winning promotion. This may explain how China has achieved the mathematical
impossibility of getting every region to grow faster than the nation as a whole. In addition,
“too much is changing too fast,” says Carsten Holz, an economist at the Hong Kong
University of Science and Technology'’ . He points to a flourishing service sector—
barbershops, computer-repair stores, shadow banks ® —which adds value in ways much
harder to measure. The overworked number crunchers in China’s National Bureau of
Statistics, accustomed to Soviet measures of tractors and concrete, have struggled to track
the changes in this fluid, fast-growing sector, issuing reports that Holz says “are a mix of a
lot of good statistics and guesstimates. ”

Unfortunately for China’s foreign investors, they can rarely tell the fact-based appraisals
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