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Unit 1
Addiction for Stronger RMB Spells’ Trouble

BEIJING—While the Chinese currency Renminbi, or the yuan, continues its upward trend
against the US dollar, economic pundits® have warned that to expect and demand more RMB
appreciation in 2014 invites trouble.

China's yuan gained a solid 3.09 percent against the dollar in 2013, official data showed
on Wednesday. The yuan ended last year 6.0969 against the greenback ® and has climbed
higher in the first two weeks of 2014, with a record high of 6.0930 posted on Tuesday.

Breaking the 6.0000 key level will happen sooner or later, traders and analysts forecast.

The key levels of 8.0000 and 7.0000 were broken in 2006 and 2008 respectively.

Though the yuan's appreciation® is worrisome, a habitual thinking that it will march onto

higher territories breeds more trouble, said Tan Yaling, president of the China Forex

Investment Research Institute, noting an increased preference among investors for profiteering

through holding RMB rather than putting it in the market to support the real economy.
Stronger RMB Risky
Though China has made noticeable headway to allow its currency to float freely resulting

in a costlier yuan, analysts said a stronger RMB is not a cure for the world's economic malaise®
and poses challenges for the country's reform efforts.
The yuan's appreciation in the interna-

tional market has been coupled with a de

D spell [spel]l vt. $%, BokH

@ pundits [‘pandit] nA2E[MEIA, LG

@) greenback ['grimbak] n. (3%, JEiE) £

@ appreciation [oipri:fi'el/n] nFHE, H{H

® malaise [ma'letz] n. RNiE, FEFIR; HELEMAE;
EREAIR ;

© de facto ['der'fektou] adj. ($i) SEPrRfY, LAY

(@ depreciation [drpri:ft'eifn] n. IZ{H

® perennial [po'reniol] adj. &KAEM), KAM; ZFEAM

facto® depreciation? in the domestic market.
The Chinese now have perennial ® com-
plaints about how little one yuan can buy.

In China's foreign exchange spot
market, the yuan is allowed to rise or fall by
1 percent from the central parity rate each
trading day. The possibility that China's
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central bank will tolerate more fluctuations in the future to aid the internationalization of the
yuan causes concern, Tan said.
While the value of the RMB may yet to reach its real equilibrium, it is very close to it,
making a stronger RMB not compatible with the status quo of the Chinese economy, said Ding
Zhijie, head of the school of banking and finance at the University of International Business
and Economics. There is no such thing as undervaluation of the yuan as the exchange rate is

largely determined by Chinese economic fundamentals, Ding added.

While China is the world's largest exporter, its economy shall not take this fact at face
value, Tan said, citing a lack of technology featured in exports and weak service-based trade.

Though ranked first in the "three horse chariots of the Chinese economy"—the other
two being domestic need and investment—the anemic® exporting sector is in fact playing the
third fiddle, Tan said.

The key level of 6.500 against the dollar is recognized, to a large extent, by the

government and market as the "the survival line" of an exporter, she added.

As the reform-minded Chinese new leadership is taking the country on a course of
long-term and painful transformation for more quality growth led by consumption instead of
investment, allowing the yuan to rise at a quick pace and big margin is risky when China has
yet to resume a sound footing, Tan said.

RMB Appreciation Breeds Profiteering

While the world's major currencies, including the US and Australian dollars, euro and
yen are making a beeline to the lower territories, Tan said "it is perplexing to see the world put
pressure on China for more rises in the yuan."

Tan declined to forecast whether the yuan will break the key 6.0000 level against the US
dollar, saying the Chinese authorities could do more to reverse the habitual thinking of the
continued rise of the yuan.

According to Tan, if the rise of the yuan is safely predictable, people would make an easy
profit out of holding RMB instead of letting it support the real economy.

In that way, the currency would lose its function as a tool to invest and boost the country's
economy and will be reduced to merely a personal tool for profiteering, she said.

(from chinaview.cn, 2014-01-16)

Sentences Analysis

1. Though the yuan's appreciation is worrisome, a habitual thinking that it will march
onto higher territories breeds more trouble, said Tan Yaling, president of the China Forex
Investment Research Institute, noting an increased preference among investors for profiteering
through holding RMB rather than putting it

@ anemic [oi:mik] adj, LAY MAMEH; WA in the market to support the real economy.
YEHIH; TREATRA P B ST 3 B0 5 Bt B 1< IR A 4 3R
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Unit 1 | Addiction for Stronger RMB Spells Trouble |

w~, NRBFHES AW, BB AR MR FHEA B 2ok A, B i
FER B A Tl A AR TRBALER, AR BT 35 LA SRk
2%

2. While the value of the RMB may yet to reach its real equilibrium, it is very close to it,
making a stronger RMB not compatible with the status quo of the Chinese economy, said Ding
Zhijie, head of the school of banking and finance at the University of International Business
and Economics. There is no such thing as undervaluation of the yuan as the exchange rate is
largely determined by Chinese economic fundamentals, Ding added.

XAME TR G R SR BB K TEARR, BEAREECLETNHE, HAR
ML FHEFEATREAKR, ARMBESTHEERAE S PELSTFHR. AR
TICR BRIAFENTE “IMG7, SUFEAR 7RI RK Ve i 28 1EM .

3. Though ranked first in the "three horse chariots of the Chinese economy"—the other
two being domestic need and investment—the anemic exporting sector is in fact playing the
third fiddle, Tan said.

RS UG, fEREi P ESTFH=8 5%  CLMm 2 5R ERTREE) ,
MG 28, (ARIEAERA S 0o ELA7ES =HEENME.

Notes
1. forex (5MLC, SMCTHIA)

The foreign exchange market (forex, FX, or currency market) is a global decentralized
market for the trading of currencies. The main participants in this market are the larger
international banks. The foreign exchange market assists international trade and investment by
enabling currency conversion. In a typical foreign exchange transaction, a party purchases
some quantity of one currency by paying some quantity of another currency. The modern
foreign exchange market began forming during the 1970s after three decades of government
restrictions on foreign exchange transactions (the Bretton Woods system of monetary
management established the rules for commercial and financial relations among the world's
major industrial states after World War II), when countries gradually switched to floating
exchange rates from the previous exchange rate regime, which remained fixed as per the
Bretton Woods system.

2. foreign exchange spot market? (SNCIHLE5H1%)

A foreign exchange spot transaction, also known as FX spot, is an agreement between
two parties to buy one currency against selling another currency at an agreed price for
settlement on the spot date. The exchange rate at which the transaction is done is called the
spot exchange rate A spot transaction is a two-day delivery transaction (except in the case of
trades between the US Dollar, Canadian
Dollar, Turkish Lira, Euro and Russian

O BELZRFINCES HIMCH G NE, 20 back-
ground information,, Ruble, which settle the next business day),
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as opposed to the futures contracts, which are usually three months. This trade represents a
"direct exchange" between two currencies, has the shortest time frame, involves cash rather
than a contract; and interest is not included in the agreed-upon transaction. Spot trading is one
of the most common types of Forex Trading. Often, a forex broker will charge a small fee to
the client to roll-over the expiring transaction into a new identical transaction for a continuum
of the trade. This roll-over fee is known as the "Swap" fee.

3. central parity rate (U [aE]{})

On each business day after market close, the People's Bank of China announced the
closing price of dollar and other currencies against the RMB traded in the interbank foreign
exchange market, which acts as the central parity of RMB currency transactions on the next
business day. It is the most important reference for spot interbank foreign exchange market
and banks listing price on the exchange rate.

Background Information

1. Three Horse Chariots (=& 5 %) \
LU b E . H%. O kI GDP KK “=BEE", XEXE
K FEEREESERNERR, ONTRIEART K, IAEERWHERTFR, B2
UM EED S ; QBEERBVECY, BIBUNEL— RS 6 M BOIE 5 &7 E iR,
MHE . B, B . PASFFRRSH, BEBENT KA O ORIEIINET

K, BPiEidA e AT AERRT S, 2 5ERRES, KB QR M.

2. Foreign Exchange Spot Market (5MCIETH17)

SMCTHI AL G P, EEAREEG ™ MM M. P e M FE B
5. AR Gy fid e ih FEAFEIMNLC AT (foreign exchange futures) 325, ZMLHIAL
(foreign exchange options) 8%y, #ML##H (foreign exchange swaps) 225 . GHiSML
L5 NFILAL S, B4R 5 WIT AL SR FHASL BN A &, T RF Ly EhFr.
S/, LR, KEINEEZ S &M, BA#ITERZHININCE S . SEMAIMNLEE
S WA X FIEFEE HAR . NEZE HEBZRNE B LUEHIMNCEZSHR T
THSMNLAL S o SINCIIGESE G RAEWIRZE 5 TN, 38 5 WU 3835 28 F A ik BUAE R Ok
BER B, s Mg, SEarelsEHEBEINCIEA3ES . IMNCHIRGE 52
—MEBIINCE S, HS5—BEAINLCEE S A R Z 4k FERINLCAL S P aTE HIL
3K3E
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Unit 2
IMF Sees Higher Global Growth,
Warns of Deflation Risks

(Reuters)—The International Monetary Fund raised its global growth forecast for the first time

in nearly two years on Tuesday, saying fading economic headwinds® should permit advanced

nations to pick up the mantle® of growth from emerging markets.

But the IMF warned richer nations were still growing below full capacity, and it added
the specter® of deflation to its long list of risks that could derail® the nascent® recovery.

In an update to its World Economic Outlook report, the Fund predicted the global
economy would grow 3.7 percent this year, 0.1 percentage points higher than its October
projection. It said it sees growth of 3.9 percent in 2015.

Olivier Jean Blanchard, the IMF's chief economist, said less government austerity® and
uncertainties, and a healthier financial system, were all allowing growth to speed ahead.

"The basic reason behind the stronger recovery is that the brakes to the recovery are
progressively being loosened," Blanchard told reporters on a conference call.

The IMF forecast higher growth in advanced economies this year but kept its outlook

unchanged for the developing world, where higher exports to rich nations were expected to be

offset by weak demand at home.

The United States is likely to be one of the bright spots, after a budget deal in Congress
reduced some of the government spending cuts that had weighed on domestic demand.

U.S. data last month showed a build-up
in business inventories, the most since 1998,
helped boost third-quarter GDP, and the
IMF expects domestic demand to lift growth
to 2.8 percent in 2014. In its previous

(D headwind [‘hedwind] n. THLX, 06K,

@ mantle 'mentl] n. (ATRE) FHE; BEK; HE

@ specter ['spekta] n. BEE; HAR; ZLE0LARE;
X1JK

@ derail [drrenl] vt f# (k%) H#h, FEBH

® nascent ['maesnt] adj. ¥IMIE; WA B9 FFEATE A
f; RAHH

® austerity [o'steratr] n. fJ5; fRifh, #hFE; #17;
PREGE

forecast in October, it looked for growth of
2.6 percent.
The IMF also saw a rosier outlook for
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Britain, amid cheap credit, a boost in consumption and greater confidence. It raised its growth
forecast to 2.4 percent in 2014 from 1.9 percent in October. It was the largest increase among
major economies, when accounting for rounding.

Japan's prospects also surprised to the upside, as the IMF predicted further fiscal stimulus
should help offset some of the impact from a higher consumption tax planned for this spring.
However, the Fund said Japan must focus on consumption and investment to keep growth
sustainable, rather than relying on government spending and exports.

Japan launched an ambitious economic program last year to shock the economy out of
nearly two decades of deflation.

Japan—-Style Risks

While the IMF said Japan is unlikely to slip back into deflation, it warned that other rich
nations now risk the same problem of sluggish price growth, which can happen when

economies linger ® well below their full potential. Disinflation can turn to economically
debilitating® deflation if there is a negative shock to economic activity, the IMF warned.
A falling spiral of prices would weaken demand by making cash more valuable over time,

discouraging consumption. It also increases the burden of debt, a big problem for highly
indebted places like the United States and the euro zone.

"The lower the inflation rate, and ... the larger the deflation rate, the more dangerous it is
for the euro recovery," Blanchard said. He said the IMF's models showed a 10 to 20 percent
chance prices could start to fall in the euro currency bloc?.

The IMF urged central banks to avoid raising interest rates too soon, and called on the
European Central Bank in particular to help sluggish demand by boosting credit growth.

"Southern Europe continues to be the more worrisome part of the world economy,"
Blanchard said, referring to weak growth in countries such as Portugal and Greece.

Bank lending has decreased in many crisis-ridden southern European countries. But
banks had previously used the bulk of ® cheap loans from the ECB (European Central Bank)
to buy government bonds instead of loaning to the real economy, showing the limits of
monetary policy.

The IMF warned that some developing countries, especially those with large current

account deficits or domestic weaknesses, could be hit hard® by capital outflows this year as
the U.S. Federal Reserve begins to scale back® the pace of its asset purchases. The IMF
expects the Fed to wait until 2015 before it raises its policy rate.

The IMF urged vulnerable economies

F to let their exchange rates depreciate, or
@ linger ['lipga(r)] vi. i@, fiF; L@k : . .
@ debilitate [drbilitert] vt. {5 ; (HFESH consider tighter monetary policy or stronger
®) currency bloc ['karonsi blok] n.JE B4, $¢4EH regulation or supervision.

@ the bulk of KB4, FHHH
© hit hard {HIEA (5#1) FAIE Central banks may not have much room

(®) scale back 45 W HIE to act in emerging markets, many of which
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Unit 2 | IMF Sees Higher Global Growth, Warns of Deflation Risks |

are growing close to full capacity.

For such countries, "the main policy approach for raising growth must be to push ahead
with structural reform," the IMF said.

It particularly singled out® China, calling on the world's second-largest economy to move
more quickly towards consumption-led growth, and away from investment.

"On the internal front, perhaps the main challenge is faced by China, which needs to

contain the building of risks in the financial sector without excessively slowing growth, a
delicate balancing act," Blanchard said.

After 30 years of sizzling® growth that lifted millions out of poverty but devastated the
environment, China wants to change tack by embracing sustainable and higher-quality

development.

That means reducing government intervention to allow financial markets to have a bigger
say in allocating resources, and promoting domestic consumption at the expense of investment
and exports.

As the changes start to take effect, the IMF expects China's economy to grow 7.5 percent
this year, and 7.3 percent the next, which would be among the lowest rates in more than a
decade.

(from Reuters, 2014-01-22, by Anna Yukhananov)

Sentences Analysis

1. The International Monetary Fund raised its global growth forecast for the first time in
nearly two years on Tuesday, saying fading economic headwinds should permit advanced
nations to pick up the mantle of growth from emerging markets.

EPrEHAESHLN (IMF) & EJA@BRET I HAL, S EmEnE i, iR
BEE 2T A A B THIR , KIK G AR AT LA 24 28 B AR T vh e i i iy 2
paL: =

2. The IMF forecast higher growth in advanced economies this year but kept its outlook
unchanged for the developing world, where higher exports to rich nations were expected to be
offset by weak demand at home.

IMF filit A4 R IR AT A SA E RS E, (HRE e 4Rt & & o E R m ik
AR R B 50 Ak B Z Y H 36 SRR S5 (19 PN 75 TG o

3. While the IMF said Japan is unlikely to slip back into deflation, it warned that other
rich nations now risk the same problem of sluggish price growth, which can happen when e-
conomies linger well below their full potential. Disinflation can turn to economically debilitat-
ing deflation if there is a negative shock to economic activity, the IMF warned.
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4. The IMF warned that some developing countries, especially those with large current
account deficits or domestic weaknesses, could be hit hard by capital outflows this year as the
U.S. Federal Reserve begins to scale back the pace of its asset purchases. The IMF expects the
Fed to wait until 2015 before it raises its policy rate.
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5. "On the internal front, perhaps the main challenge is faced by China, which needs to
contain the building of risks in the financial sector without excessively slowing growth, a
delicate balancing act," Blanchard said.

“ANFRE, X2 E BT EZkR, P EFEEADBEHRL 5T
KARIRY, PR SR UsRS A m, X — TIOR8 AR A =8,

Notes
1. IMF (EBRETHEESHLR)

The International Monetary Fund (IMF) is an international organization that was initiated
in 1944 at the Bretton Woods Conference and formally created in 1945 by 29 member
countries. The IMF's stated goal was to assist in the reconstruction of the world's international
payment system post-World War II. Countries contribute money to a pool through a quota
system from which countries with payment imbalances can borrow funds temporarily.
Through this activity and others such as surveillance of its members' economies and the
demand for self-correcting policies, the IMF works to improve the economies of its member
countries.

2. Olivier Jean Blanchard (B2F|4E/R & - =%{8) (born on December 27, 1948)

Olivier Jean Blanchard is the chief economist at the International Monetary Fund, a post
he has held since September 1, 2008. He is also the Robert M. Solow Professor of Economics
at MIT, though he is now on leave at the IMF. Blanchard is one of the most cited economists
in the world, according to IDEAS/RePEc.

Blanchard eamned his Bachelor at Paris Dauphine University, and Ph.D. in Economics in
1977 at MIT. He taught at Harvard University between 1977 and 1983, after which time he
returned to MIT as a professor. Between 1998 and 2003 Blanchard served as the Chairman of
the Economics Department at MIT. He has also been an adviser for the Federal Reserve banks
of Boston and New York. !

Blanchard has published numerous research papers in the field of macroeconomics, as
well as undergraduate and graduate macroeconomics textbooks.

In 1987, together with Nobuhiro Kiyotaki, Blanchard demonstrated the importance of
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