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Stocks on Wall Street dropped sharply on Thursday, with investors talking, again, about the euro-
zone debt crisis and the weakening United States economy. Yet, even at this hour, leaders on both sides of
the Atlantic seem determined to tighten fiscal policies—the main tools that can increase jobs, consumer de-
mand and economic growth—with an unquestioning devotion to rigid austerity.

Europe’s post-2008 economic problems have differed from America’s in many important ways. Wash-
ington has mercifully never had to cope with the problem of a dollar torn apart by the separate taxing and
spending policies of 17 sovereign governments, But as the crisis moves toward its fourth year, there are
disturbing common threads.

One is the chilling ghost of sovereign default, something that never should have come up in the United
States but did for a while because of the reckless policies of House Republicans. A more real threat of de-
fault now haunts European bond markets, as chronically under-financed bailout plans have made it impos-
sible for the debtor countries to grow fast enough to pay down their debts.

Another grim parallel is the refusal by leaders to take politically tough but economically necessary
stands. On Tuesday, Chancellor Angela Merkel of Germany and President Nicolas Sarkozy of France again
ruled out the two steps most needed to stem the panic in the financial markets: issuing common European
bonds and committing more money for Europe’s exhausted bailout fund. Instead, they proposed more
meetings and called on all European nations to keep to an ill-advised “golden rule” of balanced budgets.
Markets are rightly unimpressed.

Excessive indebtedness is a real, long-term problem. But Europe’s broad downward track can only be

turned around if governments—both those of lenders and debtors—spend more in the near term to put peo-
ple back to work and get consumers back to spending. Instead, panicked by market unpredictability and
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urged on by Chancellor Merkel, Europe’s leaders have made a bad situation worse by prescribing austerity
everywhere they look. The results are painfully clear. Growth is grinding to a halt across Europe.

Meanwhile, debt market panic has spread from smaller economies like Greece, Ireland and Portugal to
the larger economies of Spain, Italy and even France. Only emergency lending by the European Central
Bank now fends off renewed fears of default, and no one knows how much longer the bank can continue
without help from European bonds and a better financed bailout fund.

As the crisis quickens, more enlightened voices struggle to be heard. Christine Lagarde, the new
managing director of the International Monetary Fund (IMF), is calling for balancing long-term debt re-
duction with “short-term support for growth and jobs. ” The financier George Soros this week renewed his
pleas for more growth-friendly policies. Elections are approaching in Spain, France, Germany and other
European countries over the coming months. The campaign will soon come up here. Voters on both sides
of the Atlantic need to demand more from their leaders than continued austerity.

1. To the author, it is a wrong idea for Europe and America to

[A] compete with each other in taxing and spending policies
[B] tighten their budgets rather than increase spending
[C] take the debate about the debt crisis too seriously
[D] make policies to depreciate the value of each other’s money
2. As is defined in the text, “sovereign default” refers to
[A] the 17 sovereign governments in the euro zone
[B] the reckless threat posed to Europe by America
[C] the failure of a country to pay its debts
[D] the failure of Europe to save the debtor countries
3. Merkel and Sarkozy refused to .
[A] be threatened by what is happening in the financial markets
[B] initiate a bailout fund to save the euro-zone markets
[C] take economic steps to save Europe’s financial markets
[D] ask other European countries to tighten its budgets
4. To increase jobs and consumer demand, European countries should
[A] expand their budgets [B] not draw a line between lenders and debtors
[C] practice fiscal austerity [D] make their policies predictable
5. According to the author, the financial markets could be saved by
[A] combined efforts led by the IMF [B] more balanced spending

[C] continued austerity [D] growth-promoting investment

=i o x 2 X

1. fiscal/'fiskal/ a. WK
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9. default/di'folt/ n. B4 ; BRIAE
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19. panic/'paenik/ n. R, 1Rt
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21. excessive/ik'sesiv/ a. WTER, 5K

22. indebtedness/in'detidnis/ n. R

23. turn around %, Wi
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Over the past few days, the U. S. has been in the world’s crosshairs. Political argument in Washing-

ton produced a debt agreement widely criticized as insufficient and incomplete. Standard & Poor’s down-
graded America’s credit rating, raising concerns about the health of the world’s most important economy.
Slow growth in the U. S. is threatening the entire global recovery. Stock-market turmoil on'Wall Street
has turned markets from London to Seoul into roller coasters. It is easy to be angry at the U. S. for the
world’s economic ills right now. Perhaps the sentiment was summed up best by a recent headline in Chi-
nese newspaper the Global Times: “The World Should Kick America’s Butt. ”

Yes, the U. S. has been a source of much uncertainty in recent days. But in my opinion, the real dan-
ger for the global economy lies elsewhere: in Europe. If we’re going to have another financial crisis,
chances are it will start in the euro zone, not Washington.

On a macro level, you could say the U. S. is worse off economically than Europe right now. Econo-
mists were frantically reducing their 2011 growth forecasts for the U. S, as its GDP limped along in the
first half of the year. In Europe, growth is holding up. The IMF raised its growth projection for the euro
zone in late June to 2%. And as a recent HSBC report noted, the state of American national finances is ac-
tually more feeble than the euro zone’s taken as a whole.

Even before the financial crisis, the U.S. fiscal path was unsustainable: an ageing population com-
bined with extravagant social security commitments suggested either the need for massive tax increases or
dramatic spending cuts. The crisis, however, made matters a lot worse. According to the OECD, the US
federal, state and local government deficit (NOT the federal deficit alone) jumped from 2. 9% of GDP in
2007 to 10. 6% in 2010.

Though that may be true, the U. S. has one huge advantage over Europe at this moment: the luxury
of time. Ironically, the reaction of the world’s investor community to the recent financial turmoil has been
to rush into U. S. debt—yes, the very bonds downgraded by S&P. What that means is U. S. borrowing
costs will continue to decline, and that buys Washington time to get its act together and put in place a real
plan to fill the deficit and restore American growth. The euro zone, on the other hand, has no such luck.
Borrowing costs for the zone’s weakest economies—the PIIGS, including Greece, Ireland, Portugal, Spain
and Italy—remain highly elevated. That puts pressure on those governments to implement reform pro-
grams with great haste as well as pressure on the rest of the euro zone to take more and more dramatic ac-
tion to stem the contagion.
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The European Central Bank swooped in to buy billions of dollars of Italian and Spanish debt, which is
a major deviation from the ECB’s usual policy. But it is unlikely that the ECB can handle the crisis on its
own over an extended period of time.

1. The United States is blamed by the world for

[A] threatening the health of the world’s economy

[B] failing to correct the world’s economic ills

[C] causing the stock-market instability on Wall Street

[D] reaching an agreement on the debt issue
2. By saying “In Europe, growth is holding up”, the author means that there

[A] economy growth has ground to a halt [B] the economy has promised to grow further

[C] slow growth will hold back its economy [D] a reduction in growth rate is expected
3. The United States has the “luxury of time”, which refers to

[A] the extravagance its people enjoy in terms of social security

[B] its bonds purchased by the world’s investor community

[C] the large amount of deficit which it can safely ignore at present

[D] the chance low-cost borrowing affords it for an adequate economic plan
4. Unlike the United States, Europe is

[A] under greater pressure for restoring its economic growth

[B] more economically contagious to the rest of the world

[C] in a greater haste to fill its staggering deficits

[D] at a greater loss what to do with its borrowing costs
5. The author mainly argues in the text that

[A] Europe is the bigger threat to the world economy

[B] America will soon be back on a healthy economic track

[C] European Central Bank can never save European economy

[D] economic growth in America will save European economy
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In the hierarchy of activities that people despise, getting a car repaired is in pole position. Garry

Rosenfeldt, marketing-research director for Midas International, knew this. After their cars were fixed,
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