EEE3a LI ¢
Business English Series
BER RAER HREF

ERIETIRNE

FH OhLEHE

MR SRS

HIGHER EDUCATION PRESS



‘”ﬁ%ﬁﬁﬁﬁﬁ%%ﬂﬂﬁ
Business English Series

BER MRAER KaE-F

English Readings in
Finance

(Second Edition)

T RISEIFRIE
<
ERm OEF

BE AEE K 4 A X &

JINRONG YINGYU YUEDU

ﬁ’iy’f KAe ki =
HIGHER EDUCATION PRESS BEWING




FlH1EmgE (CcIp) i

BRIOENIE / BRER, BREYXS ; MENSMESR . — 28K .
—IbI . BEHE AL, 20116

ISBN 978—7—04—032402—0

I . @& 0.0FKk- @ Otk I.O%w—3iE—
IR — A — B S V. D H319.4
FRERAREFE cIp B3R (2011) 45 075785 &

R BT OB kB Wl sk4ite RS O OH Bkt Tuek
Mgt Xl #He THERXT F H THUEENH] k2l

MRRRAT  mSF 2 th AR ] ht http://www.hep.edu.cn
it HE A sTHTPYIR X FEA MR 4 http:/www.hep.com.cn
MBECSRAY 100120 ™ [T http:/www.landraco.com

£ Wil At st AEE R R AR BRI A5 BR 2 7]
EAE A 787x 1092 1/16

N 9k 1425 B W
T % 448000

W fiFA2k 010-58581118 B %
LIS 400-810-0598 £ M

http://www.landraco.com.cn

20064FE5H S 1RR
20114E6 J1 %52k

201 14E 6 J1 %5 19k EN R
28.00C

AATAATE T BT, GBI L, 0 T I I R
WA ARALL T
¥ kY 32402-00



BERBLEURINEMRES

BER O =

BEH BRCER OPMIMEFRHKF)
BRI (J HRINESMNAKRE)

w ZT (LEREEATF)
FE I ( LI SR )
EXE (WWIMEFRERFIGEFET)
8t (BIFRFEMIER)
F T (WPMET RS RFIGEFBE)
X R (2EINEEFIR SRR )
X &2 (WHL LR ARFINEIESBE )
BR & (LS SRR )
A=A (WRRFEINETEFRE )
B EA (EITRFRTFBE)
AR g (JTRIMNBSN R R EE R )
FBAEM (] HRIMNESMN AR A E PR 55 HE b )
Fe X £ ( LIINEIERFETT R S E R
2 X (JERUbEIERY)
#H = (JTHRINEIMNAKRY)
B A (LRI RF25t SEEY b )



tH Rt it AR

KHEFHB0L4ER, HEBUA. 5. b, LS FmERAAE THRXEA L, JTHE
200 14EHEIIAWTO (HRFEHAL) 25, EA—INETKE, PEEZT2HREESIE
EEESRCEEEENER. “PEEAIFHRE, HREATFHE" echZHEIR, EREES
A HE S 2 X B E bR AR OB B TR A, du T EZEEBR Ry E s M e s
Wk, PEMS. SR TGERR, MINEEEER R T E RN REDR,

X SRS, BSEIEEMNASMEBEER RO A R, 20004EH]
&, TEERRSFAERESEER R SNESEE BB E1E, BREXIIMERRERE. T
FINBINARFS B, BT “HEREHE Th EREHREN — “WHHEERS
A" HgE THE, 20024FF20064F 8], R4k T (REEREE) (L. F) . (EEEE
BEEE) . (FSFBEBE) . (BHHEERE) GEEN. (BHFEEOF) SFrSIEHEes
CEMA (RS . (ERREFFR) . (ERRRS5%ESE) . (SRMIEEREE) FH5mEs
AER . Z%FRTER B HRRLCRTE2E S5 iz, I EEEREEIAE,

H20074EHF8R, BSHE HIHARER . (EENZRIIBMHETET, FHREEER R
AT ERSEA, HREHRT HEESFHE T BEREHRNEN — “BWEHEEL
BILRFNER” . FRFNEM BFEARGIOEST L. FELWE ST LR ERH T L FE
IR SR . A RIEEFERIR, SRR REFTTEM B TSR T 4%,
. K. B. 327 WEFESR, BRASRERE. NEEH. BOVES. #1188 FERFEAURAL
AR S . BRI TFEEPWRIRE “KE%S" S, MR SIEERENI% R HE,
ERERR, BFRGEEERE. MHGEE, BETRESEROAL, FHHRHNIZE B RGHIR
FRiER, LLENPEZSF A BNTE, A, NIZREREIREFFELE, ZELZRN BAE A5RL
FIRIBRERFIE, PTLUREUSEHSA S .

BB RTEMBRBESTHEMGE R, FHE ARG, ZRTINEETEEANT E’,
BAE ARG A ITRE, EEARE =M BISTOELAIR . UTARWT R . iRt
LIS |#gmtt (ARG IEE) RIhE; MEIEERREER LURA B ST Y, B
T AKRFEFIGEOE) . (FHFIEERF) (DUFE) %; RSB IZEEHLURE ST
ETHChE, T (EiRESRA) . (BRTHES) %

21 R ECFBORAIBIEE A Z R B, B b2e>] . M 2ESI B2 —Fhié
Yoo R THRMRT R, AARMHSETEXRS, “BESIREIBRTINEA" Kk
WAL LR . BEEE RIS HZ R BAEREMY (FESNERwww.cflo.edu/com.
cn) HIREESEM AR T, FEZEEAEA SRR B AR E. W2kt
EEHRECE T AT BEEIR, WRE . SRR BFEE. SR 1M . MKIRES,

HECZECAH R RS KE, EREFHEHER P BIRIF, SRS RNRE R
SR FRE TEESNER, KR RERAT ELMULENERZF AN EE, TR
EfR25ERES, EntROTE., FEXEEMEER NERE S AT SRR,

U~ REUTAIEAESR B R E AR, DUEX SR i 2 8ok,

S iRk
20114F4 A



20084E AL/ RET SRR FVE, BAEEREA—Y “BFEAME" HemEil. 44
it R 2B, 51K K ERAETLESEE K EREIL S BE AL — B EmeEL,
MA2ERN AN WKEIR T RET . ZERMARS, AR, MiERE5E
TR, B BIM, TATK, EEHEhiBHE R0 2mE, ftel i, 31
REMEZRFIEENMESNERREAT S, SMNYEEFT2REPRNERARIRY, TH
BRI ARR LB o

AEMEMETIERHE—NRIE FT, S%FEFE BRHARNERABH B ITRA T
EHENL, EEA WAL SRIUR, g it HR1T. B mESHAMPEA
RARTHITHRE R HAE i R SR P ITRERE R SHRE, TEMRIRSCHZR] Pt e
AR RGBSR Z, B4R TIRARDEE, SR8 T RSO B AR S AR AN FE B 1L
GBS,

BEEEHABTNT:

1) BEHRE T E—F=EMIFESCNFNE RS

2) BHTHER. L. JL. TENREMZMAE, EHRTHE T —EE - 200
EE;

3) FIRSCEBAMEA)FRAR ;

4) B THEL, N\, FTEHEESSINNE; MERFRGINEFHTTHEE; FUEL
2. BT EHNELGIABT IR YIRS BT ;

5) *N RGN T &R,

AE M XIMETT A SR FEREMIGHFRENBIT 2 E5RE . ABERSIRPBET
RS, FEL R, XPPAIXERFEERFE, EHIESR. X EEmER, 1E R
T UMIFHEIE,

P S22
20114F 1 H b 2l




EEEEIRE ( EI ) e SR

E—HEIS

BEERE X SNBUG . 5. UL RTER H#E, SRbLWKR TSRS K. 1
HRZEF AP EIMAWTOX —E R T, FFRMERERMEIE 5NN | 2wt
57, BURFaZ At v E i 5 PR SR AT . AR, X BERE SR T Il R
N EARBRLER AR E SR NA FRBOREGA Y], h TEM &SEBE KRBT, &
BTSRRI TR IOE B BOE, W Wi o T ENTE R R TEE, &
BRI BT R Tl SEEZEE

ABH RARYEFIRHIZIEE (ESP) (English for Special Purposes ) FIBCF4F RBLITH4HE
. ESPECFEHBTHENLAERE 2 I ETORMEM b, RERHFIES MR TR, I
AMTFRIT . SERITERETF M ER AR 97%KFEMLREFLEE. Hhit
L, IR R E RS HTE SRR RE .

AEMEMZ, WECRE: BURSRET. &fBBL, &%, Eiram. 5. bR
AT EECHE. FARTH S, RATER ., SR, 8. R BOTHEETE. A
IESGHESCHITE . SRUFAUE, AR £ AR CER S RN TV EES . Wb
BRI TEIME R SCE N A B S RNE S RS, DUBERE 0015 5 4 skt [ Py = bR ik
ZFHER.

AEMGEIA IR, BEERE. £ ARBERERAIRE RN S HIEERC
B RUEEEE . TR . TR, MR SCERRES, A, BERGSE
FAR SCRIBIDEIE, FFRCAHESCH R, LABRE2AAEid IR S0 T A4 AT 5T SR S
BT

AEMmE R TUE, 2BERBEARNETTSRIEBERRE L, 2T &R
IREBIR TR, e — %) SRR R H R SRS IR EEEE T R IR, 5
m: F—BEHRSCPNE TRIGSEF AR, WG ER T HBURES S RERANS.
BEAERCPNE TAFFRAR, WS EM T RTHRAE R E NN R, F=%
FERSCRA TEFFFRIR, WSGRTEH T EREFTFERN A RHANEH . N ELER L
RO T ERRERAIR, BOSGRO N T ERRE A SR SURN AL, EHEERCP AR T
BIAR, BNSGRER TR TRRF A REMNE . BEABERCPAE T P IURITH
REIFAI S, BSCEEM T R THES L EANN R, FBLEERSCRANE T LB
AP S, BSOS T RBAE AL GEMAE . B\ EERSCP A A T RDARATH
S, B3GR TR T R THR = AT IR . BRSO A TR AR T
HHR, WSGR A TR TIRGE IR E ST H B E A . B+ 3Efsch
BT RS, FSGRERH TR TRANR, B+ RPN R THRE AR,
ISR S5 T AN R B v [ R SR R ABURE I A1 S+ B A
Z 7 REFNR, BSGERE R TRHRATI R E AN F . B+ =ZERSC AR TG,
ISR T BRI A2 TSRS AR T SR A, BScH
SR T XS RIEAZ



“SRRIFRIE” REANOT:
—. BFEHN

“GRITERE RERMEFEEM AR BB, GaFElEi TEE
B, J1sRi A IR 22l 2 AR HAR SR AR R LT 7 B Tl S E IR RE . [
B KRR R B L R B B B R SR S AERE )

. BEEX

ISR R R AT PR 140 i AR i AU A B A PRRE o B3R AR R AR £
B, RES . ST SGREE RN, S AR, FAELUT A XL SmEit 5
SR, ERESMIEELWSCERNAANE S SCFHHE, FERIEESCER P FEAE S i i %
Ao E br 4 RbfE S HRE

= HEREN

1 T T HIEIOEEF IR A

T THBRIGEE R SR EEANRMEREAN T 1k, EEEMZITRESN, #
% H LAl 2 IR IGETEZ Tk P A R BR E R FOEM RB A,

2. A EEHE S HAAIE S BB X R

TEAREEERT, BTN FERE], AREASEREMIEEREZ GHNE I IEERE, EHit,
AR BB EIE S AAIE S HREN R R . MAFZ 4 A TR,

3. AbFRIF L AR RS & BRERI R R .

FAE—FHEZERFAFANES, AN SMRERTES . SRR NFEY
MEIEIE S EFR 3T, HAVHEES . B0, NEEEFHEREF AT B4R
LR Sy B el AR R R RE T . ARIRFERE—I IESIRE, BRZRUREFESVEEESEH
BENEEEHM.

B RN TERFITERERN B AR ER B, BIERA AR — L 2E
B, AT BEACRIR A SRS E A A LU R B B F R

. HELH
AR BN FETE N FHER, BN AR N8R, BRAHEANEN, S iRnE
Z1361NRET

<. BEFARK

AR H 8RB RN RAASATHEG . WRnT 48 SRS E SRR AE & iR
EAES S HEENHEE, TRAMERR . ABH RS N FCARIMNETT R 5K FH
BEMIGERENZIT, ABEMRSIRPRAZELEMERSEREOY, EHIES0SE.



EEEBRE (=R

R, 74500 ch AU TR B S AR NE AR P O S8 kA G, Al DS
AR AT T SB35 B . MR AR ERBRI IS RS T LS E.

G H
200542 A FAb



The PBC’s Development in 60 Ye‘a‘rr_._ir e
Supplementary Reading

Chaptgr

The Monetary-policy Maze 11

Chapter International Monetary Fund

Supplementary Reading
Empowering the IMF: Should Reform Be a Requirement for Increasing IMF’s

Resources? 27

Chapter The World Bank Group
Supplementary Reading

Banking on Coal: Why Is the World Bank Subsidizing One of the Planet's

Dirtiest Fuels? 42

Chapter} Money and Finance
Supplementary Reading

The Financial System: Domestic and International 52

Chapte» The Evolution of the Payments Sys
Supplementary Reading

Australian Payments System 65

Chapter What Are Central Banks?
Supplementary Reading

Restructuring of Chinese Banking Industry 78

Ch‘ap}tﬁe&‘r} The Federal Reserve System
Supplementary Reading

Formal Structure of the Federal Reserve System 91



Commercial Banks: History of B:
Supplementary Reading

Chapte

Comments on Balance-sheet Items 105

Chapter Bank Management b 111

Supplementary Reading

Comments on Profit and Loss Account 121

Chapter Financial Market . ‘ 126

vvv

Supplementary Reading

Money Market Instruments 136

Chapter The Investment Process S L0 a0

Supplementary Reading

Emerging Markets 150

Chapter Insurance :  —, -~ 153

Supplementary Reading

Insurance Powers of Banking Institutions 163

Chapter Euro Wl ey

Supplementary Reading

Euro Banknotes and Coins 179

Chapter The Uruguay Round Subsidies Agree

yYVYY

Supplementary Reading
Contract 193

Answer Key




Chapter

The PBC’s Development in
60 Years

n December 1, 1948, the People’s Bank of China (PBC) was founded in Shijiazhuang,
OHeibei Province and started to issue Renminbi which, as the legal tender of the
People’s Republic of China (PRC), made its debut on the political and economic arenas of
the new China. After the foundation of the PRC, the PBC, as China’s central bank, played
a significant role in the development of national economy. In the past 60 years, especially
since the reform and opening-up”, the PBC has witnessed continuous changes and
improvement in terms of systems, mandates, status and functions, going through a tortuous
yet glorious path of development and making tremendous contributions to the development

of the national economy.

The PBC Evolving From a ‘“Mono-Bank” into a Modern Central Bank’

From the establishment of the PBC to the eve of the reform and opening-up, China put in place
a highly centralized planned economic system® and “all-in-one” monopolistic banking system where
the PBC was engaged in both central banking and commercial banking. It was a government agency
managing financial affairs as well as a national bank undertaking comprehensive banking business.

In December 1978, the 3rd Plenary Session of the 11th CPC Congress® decided to shift the CPC’s
work priority to economic development, an epoch-making strategic decision that heralded the reform
of China’s economic system. The financial industry was reformed in accordance with the principle put
forward by Mr. Deng Xiaoping® that “banks should become a lever for economic development and
technological upgrading”, with increasing diversification of financial institutions and businesses.

As the national economy developed rapidly and the number of financial institutions kept on
increasing, there arose an urgent need for strengthening the coordination and administration of the
financial sector. In September 1983, the State Council released the Decision on Giving the PBC the
Exclusive Authority to Function as a Central Bank. Starting form January 1, 1984, the PBC only
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fulfilled the functions of a central bank with its previous business of deposit-taking and lending
transferred to the newly-established Industrial and Commercial Bank of China (ICBC)©. In 1986, the
State Council issued the Tentative Regulations of the People’s Republic of China on the Management
of Banks, which clarified that the PBC is the central bank and assumes 12 functions. In 1993, the State
Council brought forth its Decision on the Financial System Reform, which stipulated that transforming
the PBC into a real central bank was the primary task of the deepening of the financial reform. In March
1995, the National People’s Congress passed the Law of the People’s Republic of China on the People’s
Bank of China®, in which the status of the PBC as the central bank was written into law for the first
time. In October 1998, the PBC revoked provincial branches and established nine regional branches.

In the 1990s, the PBC gradually separated policy banking and regulation over securities and
insurance firms from its functions. In 2003, the PBC no longer oversaw the banking sector, financial
asset management companies, trust investment companies and other depository financial institutions.

In December 2003, the 6th Session of the Standing Committee of the National people’s Congress
(NPC) passed the Amendment to the Law of the People’s Republic of China on the People’s Bank
of China, which adjusted the mandate of the PBC to making and conducting monetary policy,
safeguarding financial stability and providing financial services including two new functions, namely
anti-money laundering and regulating credit extension and credit information services industry. In
August 2005, the PBC Shanghai Head Office (SHO) was established in a bid to improve the central
bank decision-making and operational system, and to enhance the efficiency of providing services to
the financial markets.

In July 2008, the State Council released the Provisions on the Main Responsibilities, Internal
Structure and Staffing of the People’s Bank of China, which made the PBC report to State Council,
adjusted the mandate of the PBC, required the PBC to further improve the monetary policy system
and strengthen its coordination with financial regulators, granted the PBC a special role in enhancing
comprehensive coordination mechanism, and defined PBC’s central tasks in promoting regional and
local financial development. More rigorous requirements were thus raised for the PBC to improve its

central bank mandate in the new situation.

The PBC’s Role: Promoting Financial Reform and Maintaining Sound
Financial Performance :

First, the reform and development of financial institutions was pushed ahead. After the reform
and opening-up policy was adopted, four specialized banks, several insurance companies, joint-
stock commercial banks, trust investment companies and securities firms were either established
or reestablished. In 1994, three policy banks were founded, and the four specialized banks were
transformed into wholly state-owned commercial banks. Starting form 2003, Industrial and



Commercial Bank of China, Bank of China, China Construction Bank and Bank of Communications
were successfully listed after completing shareholding reforms. In January 2009, the Agricultural
Bank of China Corporation was established. The reform of policy banks was promoted gradually. In
December 2008, China Development Bank Corporation was founded, which marked the change of
its status form a policy bank to a commercial bank. The reform of Rural Credit Cooperative (RCCs)
progressed steadily. The PBC issued special notes to swap non-performing loans of RCCs in regions
where the pilot reform was launched. The PBC also actively advanced the pilot projects of micro loan

companies.

Second, the reform of the foreign exchange regime was promoted. In 1994, a unified inter-bank
foreign exchange market took shape and a single managed floating exchange rate regime based on
market supply and demand was put in place. On December 1, 1996, the RMB was fully convertible
under the current account. On July 21, 2005, the PBC adopted the managed floating exchange rate
regime based on market supply and demand with reference to a basket of currencies.

Third, the development of the financial market was accelerated. In January 1996, a national inter-
bank funding market started to operate. In the same year, open market operations were resumed and
expanded, and inter-bank bond market was established, and the T-bond repo was launched. In 1990,
Shanghai and Shenzhen Stock Exchanges® were set up, followed by the establishment of Shanghai
Gold Exchange® in 2002. In May 2005, the PBC resumed the use of enterprise short-term financial
bills. Apart from that, forwards, swaps and interest rate swap products were launched in a row, which
enriched the variety of products traded in the financial market and improved price discovery and
hedging.

Fourth, efforts were made to prevent and mitigate financial risks and safeguard financial
stability. The supervision and regulation of various financial markets and the derivatives market was
strengthened. Problem-laden financial institutions were revoked, shut down and disposed of in a
prudent manner. Historical burdens on RCCs were dissolved owing to the PBC’s financial support and
the tax and fiscal policies. The PBC initiated the joint ministerial meeting on anti-money laundering
to crack down on money laundering. The Financial Stability Indicator System and the mechanism
for tackling contingency in financial institutions were established. The PBC also promoted the
establishment of the securities investor protection fund as well as the insurance guarantee fund, and
actively studied and designed the framework of deposit insurance system®.

In the past 60 years of practice and development, especially in the past three decades of
reform and opening-up, the PBC has strengthened macroeconomic management through effectively
formulating and implementing monetary policy, prevented and mitigated financial risks by enhancing
economic and financial supervision and regulation, improved financial services through upgrading
financial infrastructure, and promoted financial reform and development in a comprehensive and
coordinated manner through improving research on national and regional economy and finance.
The PBC has played an essential role in the national economic and financial activities and achieved

self-enhancement simultaneously.
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% Notes |

1 The reform and opening-up
The reform and opening-up are a series of policies that China employed from 1978 to
rebuild the economic structure as well the social structure of the country. After more than
20 years of reform and opening-up, China has made enormous achievements in economic,

political, cultural and social construction. As a result, China’s comprehensive national

power and people’s living standards have increased greatly.
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2 A highly centralized planned economic system
It is an economic system in which the central government issues orders to manage every
aspect of the economy.

3 The 3rd Plenary Session of the 11th CPC Congress
The 3rd Plenary Session of the 11th Communist Party of China (CPC) Congress, held in
late 1978, saw the introduction of China’s reform and opening-up policies. From then on,
China began to implement the policies of the reform and opening-up.

4 Deng Xiaoping
Deng Xiaoping was the major leader and chief architect of China’s reform and opening-up
policies.

5 Industrial and Commercial Bank of China (ICBC)
It was founded as a limited company on January 1, 1984. As of 2009, it had assets of RMB
11 trillion (US$1.6 trillion), with over 18,000 outlets including 106 overseas branches and
agents globally. In July 2007, with a market capitalization of US$254 billion, it became the
world’s most valuable bank after a surge in its share price, overtaking Citigroup.

6 The Law of the People’s Republic of China on the People’s Bank of China
The Law of the People’s Republic of China on the People’s Bank of China, carried out in
March 1995, states the status and main functions of PBC as China’s central bank.

7 Shanghai and Shenzhen Stock Exchanges
Shanghai Stock Exchange and Shenzhen Stock Exchange, set up in 1990, are two of China’s
three stock exchanges, the other being Hong Kong Stock Exchange.

8 Shanghai Gold Exchange
Shanghai Gold Exchange (SGE) is a non-profit self-regulatory organization, approved by
the State Council, organized by the People’s Bank of China, and registered with the State
Administration for Industry & Commerce, for the purpose of gold, silver, platinum and
other precious metals, transactions under the principles of openness, fairness, and justice.

9 Deposit insurance system
Deposit insurance is a measure implemented in many countries to protect bank depositors,
in full or in part, from losses caused by a bank’s inability to pay its debts when due. Deposit
insurance system is one component of a financial system safety net that promotes financial
stability.



