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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

International Finance

In many respects international 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
attempt to make themselves better off. The complications of international trade
arise because the two parties use different monies. An American who wanfs fo
buy a Japanese automobile cannot expect the Japanese manufacturer to
accept US. dollars in payment, unless by sheer coincidence the manufacturer
happens at the time 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 in
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buying and selling foreign currencies. The sophisticated American would never
offer dollars to the Japanese. Instead he would go to his bank and purchase
Japanese yen with his dollars, then offer yen in payment for the car. Availabili-
ty 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 attractive 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 case. These countries de-
pend 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 emergencies 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 to manage certain aspects of the domestic economy.
Over the past two centuries, a number of infernational monetary systems have
been set up to deal with these questions. All of these systems have proved in—
adequate. The inferests 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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1. New Words and Expressions

complication n. B ()

sheer a. AR, ARG
coincidence  n. BA(ZFE)  AA
stick . FEAE

complicated  a. (45%%) B 2609, Mg
specialize . F 14, F 1A (in)
currency n. @R, B P
sophisticated  a. XU AR E A B
yen n. ﬁ/x—’x&n AT B AT E4L)
availability n. L) A5 AR 6 ARk
grocery  n. Ao, 5t
neighborhood  n. ARIL

emergency . BT

lay off iR

hoard . RE, (M)
unexpected  a. BN, RARM
inadequate  a. TiE By, R%H
supermarket  n. AL

slightly  adv. R, B
expensive  a. B, AR S0
unfettered  a. AW, ARG
concern 0. EX7]

(be) concerned about X, K0

assurance n. g A58, PRIE
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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. XJ&—& &%), A) F&A]F, F4] CH 17 J2: People ...
seek out other people. TEM ™ people Ji5 73 5ill#% T WIS PR 76 AT, 55— 1
MATHIEA more ... than £ seek out A2RT T, s “EIFHY | WEHEHK---7
5 AR PE R 1 WA SO — A E T they lack, &1 something.

(2) Through exchange, both parties attempt to make themselves better off. %1
better off 7E3X A5 “E#” -

e [ W 7 T SRR AIHFE S T (1571—1641) 7E GEETE A XTANR 510
e ) o 2 5 [ bR 5 2 (45 5 BT RIS H A £ 480 T TR B IR

(3) ..., unless by sheer coincidence the manufacturer happens at the time to want
to buy a new computer from an American firm. iX B ,by sheer coincidence & K “5¢ 4
i FI54 "7 ; happen to BA “RiiTS”; at the time KA “BUET”  dfAEAS 2 2T .

(4) This question is more than slightly important. X L slightly J&&l1A] , (&1 1E
%¥1] important. more than F7R “Hp------ H(H ., TUEEE, BT DB i
A R A 1 25 ) ) 3 451020

(D More than two hundred people applied.

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

(5) International Trade [E PR %

| B 57 2 S i S 1 %A R Gl X [ 3 AR 95 RO I 3 435 3l L SR
el Bt X 2 ] 73 TR BB, o 1 i 745 [ s X e 2 5 ERIA BARSE . [E
PR 52 5 2 — A D3 S BT , SR A — i i S AR T R A I R SRR Y, R N2 AR
PRI R SRR —E BT B P . PR B 5 1 7 A e AR AR TS SR (OAE X Al ST Y
BRSO B, B E R AR @A B R Z A4 AT B2 #4277 i, BRI B
O TR

FE B 52 2 BEE A 15 1iE28 %) 18 20K E A B A IR B H Ry 3 30 =
5 3 X ( Mercantilism) /& 15 22 5] 17 22 Ko 78 A 32 s A3 25, AR p b
VAR 5 9 2 U AR FIBORIA R . 3 [E2 YT & P i s i E 22, B Ry 3 UK
PR TR E XA T A RER B D15 a2 F) 16 2 b i oy B
i S B, BRI S E B AR « S A ( William Stafford) ; @16 AT
At F] 17 A e R S BB, R B SRR R X, EEAAR A R
FEIAYFE ST « i Thomas Mun) , H 3 2ZEAE @GRETG A XS 5 B9 5 D $ 5 70 8
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PR “EER B MRS o FRY 3 AR AU R, — A Y B A R
2, OB s [ AR ) TS o f ) 4 i, T R A R R A S R
AR ME—Fp R 1% B AR A5 B A A A SCIBOR H AR Y ME— R A2 st IR
S W22 , S ik E A Tt 2 1) T Bl A2 Sl 1 P9 Tl /e 11 53 5 1 & e, BEL LR 46
AN -

(6) International Monetary System [E R 5% a4 28 ( gl [ b 52 i il )

JITVs [l om0 T ) B , =46 0 17 38 0 6] o 5 2 AR el s S A ) 2, A B T 7 [ B
T FEL PN A A3 S0 T 9 HRRE , 4% [l BBORF 3R [R] 382 < A9 A7 S OR ML i JBE 22
FE B 5 T ) JE— e L 45 =7 T PN 2 (DR B % 77 O 2 91 3R il 2 1) 22 4
PR BT o BRG] B R AA 28 15 1 [ Bs 4 A i A 7 AR AR A &
FIZF SR NA R ( U A SRR A R ) =B B

[l B AL ) AT T 1880 4F2! 1914 4F[a], HAFAESZ G Al LAt 851 . A i
Sods, BT LA A 25 BT Z ] RE AR B A& B S R TR
€, HAT A Sl 35 E BRI R LE] A AR AR A 2R R AR T RS Sk
Ay, H AR R AR Wl B &5 T 35 RIT(BEM) o K EIRUE B BN B
BRATREMS AT S0 56 B AN SO B 4, RTINS 1 — Sk AR B [ P AL
H——REPRbe Ak 2. ZALUZ U5 FE Br 52 T ] R0, B R & UL E
PR T s Rl S S AR A SR R 2 20 HH42 70 AEARH I 2 4 1Y [ B
PETAR R, H FEBRAAE A A3 B L 22 oAy [ B 25 2 REA Y 1L BR s S
T7 A0, B S E Z E A B S aAE H s R

3. Word Study

(1) manufacturer n. | R, fil1& 7

They bought the goods from another manufacturer. (] )

These samples were newly designed by our manufacturer. ( il i )
(2) party n. J7( F8HRLIEAN)

This rule is applicable to all parties concerned. ( T 4577)

Both parties are to appear before the judge. ( XUJ7)

All three parties must sign the contract. ( —J7)

In case of claim the parties involved should seek a settlement through amicable ne—

gotiation. ( ¥ & HI£5T7)
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(4)

R B S F N AR |

availability n. AR PTHERL 5T

Please let us know the availability of your models. ( A %)

We enclose a list showing our present availabilities. ( FJfitR B/J

The availability of certain foods varies with the seasons. ( LR

consume v. {4 %%, {HFE

The small car consumed very little gas. ( JH#E)

They had consumed most of the potatoes by Wednesday. ( {H%%)

These modern machines consume far less electricity. ( JHFE)

Arguing about the details of the plan consumed many hours of the committee’s va—
luable time. ( JH#E)

be consumed with -+ Tk, B (02 IUREEE) AR fe

Her husband is consumed with jealousy. ( [Al----- MARFSHERE)
collapse v. {8|55; it , PUAR , REIR , 5T 22k

The roof collapsed under the weight of the snow. ( {5]35)

The bed collapsed as soon as we got in. ( f2|35)

The dictator died and his military government collapsed. ( FLf#, Hii5t)
She collapsed in tears at the news. ( 5 F)

Last month the price of copper collapsed. ( Z&Ek)

Once the markets collapse, production stops. ( k)

Section Three

1. Exercises

1.1

Fill in each of the blanks with the proper word given below

also  export  reflects in  short addition reserves by

We know balance of Foreign Exchange mainly (1)  a country’s balance of im—

port and  (2) , while Balance of International Payments includes not only import

and export, but (3) the balance of income and expenditure items  (4)
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service, tourism, insurance, overseas investment, dividends and transportation. In
(5) , it itemizes the long—and (6)  -erm capital investments, official loans

and the official  (7) including bullion and foreign exchange controlled and man-

aged (8)  the government, etc.

1.2 Translate the following passages into Chinese

Balance of international payments means a financial indicator published by a
government to reflect the country’s volume of import and export settlements, capital
movements and change in official reserves in a certain period. In industrial countries
such as the USA, Britain, Japan and West Germany, which play a key role in the inter—
national market and international monetary system for production, trade and financial
business, balance of international 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
by service, tourism, insurance, overseas investment, dividends and transportation. In
addition, international grants, overseas remittances, pensions and donations are also re—
corded therein.

The capital account. It itemizes all the long—and short-term capital investments
and official loans. Any funds drawn from abroad through issuance of stocks, treasury
bonds and securities, and any credit and syndicated loan borrowed overseas will be filed
as inflowing capital; while whatever investment and credit given to other countries will
stand as outflowing capital.

The official reserves. It includes bullion and foreign exchange controlled and
managed by a government and, in addition, Special Drawing Rights, which is the spe—
cial reserve distributed by International Monetary Fund ( IMF) to the governments of its
member countries to be used in place of convertible currencies for international trade
and non-irade payments.

In balance of payments, export income, non-rade income, inflowing capital and
all funds remitted inward are aggregated in subheadings on one side, and import, non—
trade expenditure, outflowing capital and outward remittances on the other. A result of
surplus or deficit finally depends on the offset balance between the former and the lat—

ter.

Unit One 9 D
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2. Supplementary Reading

2.1 Read the following text and try to grasp the main idea

(Asian Economic Recovery)

Asia’s economies will keep recovering, growing faster than the rest of the world.
U.S. growth will slow, though it will outpace Europe.

“The overall outlook remains relatively favorable: Inflation should remain subdued
and economic expansion should continue,” the Organization for Economic Co-eperation
and Development ( OECD) reported last month.

Global economic growth peaked at 4.2 per cent this year, its fastest rate in more
than a decade, and it should moderate to 3.2 per cent in 2001, the 29 member Paris—
based OECD said.

The International Monetary Fund ( IMF) projects world economic growth this year
at 4.7 per cent, with world output forecast to post a healthy 4.2 per cent increase in
2001. With the unemployment rate near its 30-year low at only 4 per cent, the United
States is going through its longest period of economic growth ever — nearly 10 years and
counting. But industrial production, consumer confidence and spending all have fallen
sharply.

The nation’s growing trade deficit is the one flaw in the otherwise remarkable U.S.
economic expansion of the past decade. The IMF projects that America’s trade deficit,
which hit an all<time high of U.S. $339 billion in 1999, will widen to U.S. $419 billion
this year and U.S. $461 billion in 2001.

Oil will remain key to many economies in the Middle East.

But Arab economies that cant count on oil — most notably Egypt, which ended
2000 in what some observers call a full-blown recession — could be in trouble. By
spring it will be clear whether the Organization of Petroleum Exporting Countries
( OPEC) has pulled off the delicate balancing act it set itself.

Demand for Asian goods and a recovery in electronics prices are helping Asia re—
bound from its economic crisis with growth of 7. 1 per cent expected this year and 6. 4
per cent in 2001, according to the Asian Development Bank, whose forecasts exclude

Japan. Hong Kong and Singapore are expected to grow 9.5 per cent each in 2000.
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