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UNIT 1 Economic Reform .

Economic Reform

2, )

Pre-reading Questions

1. What is the danger of today’s trade economic pattern?
2. What is a “soft landing”?

lext A

Rebalancing the Economy

In October, the US Trade deficit dropped unexpectedly to n. 77, ¥, TH, T=

$58.9 billion, about $5.4 billion less than in September. Although

the largest cause was lower oil prices, strong American exports—

up 14 percent from a year earlier—also contributed significantly.

And that’s exactly what the economy needs in 2007: an export

surge. It would ward off recession and narrow today’s dangerously n. AR, LFFHEIBH

large global trade imbalances. We need what economists call a

“rebalancing” of our economy and the world’s.

g L] I RS B T With unemployment

'mmml"usﬁ E;Ni e ﬁ}%é @%&@ at 4.5 percent, the US
,»ﬂ‘\‘\ e g o W ~ economy is hardly ailing. adj. BEIRER, EHK
i i : ~ But three threats cloud v. &, ik
the outlook.

First, the real estate  Rghp=, =
bust. Speculation helped n. #%&, AR /n. B, &
fuel the boom—and now it's payback time'. In the past year, HLAR

housing stats have dropped 27 percent and sales of new homes 25

L sy y

percent. With buyers waiting to see how low prices go, unsold
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new homes have risen 14 percent. Some economists see recession.
Falling home prices could weaken consumers’ confidence and
spending. By the end of the year 2007, unemployment will hit 6.3
percent, predicts Dean Baker of the Center for Economic and
Policy Research.
Second, turmoil in the auto industry. Unpopular models, steep n. 5530, JREL / adj. KKK,
gas prices and high labor costs have forced huge cutbacks at Ford, SR B
General Motors and Chrysler. Pressures could intensify. Vehicle v. Z¥#Z!, H5R, &tk
sales will decrease to 16.1 million units in 2007—the lowest since
1998, forecasts in Moody’s Economy.com. That would be down
from 16.5 million in 2006 and almost 17 million in 2005. Since
June, manufacturing jobs have dropped by 95,000; about 90 percent

of the loss relates to autos and home building (lumber, furniture). n. Aff, Ak
. ERA, EER

=

Finally—and most important—skewed trade. America has
gorged on imports® while other countries have become overly
dependent on exports. In 2006, the United States will run a current
account deficit of $878 billion’, estimates the Organization for
Economic Cooperation and Development (OECD). Meanwhile,
China, Japan and Germany will record surpluses of $211 billion, n. F&, T
$165 billion and $117 billion. (The “current account” is an
expanded trade balance.”) These huge imbalances could destabilize v. B P4, HEARFEE
the world economy through a currency crisis or trade slump. n. Jifk; W, W /n. HE,

Although most economists think the Federal Reserve will &S
engineer a “soft landing”—nudging inflation down while avoiding
a recession—it may be a close call.” The real question is whether
the world moves toward a sturdier pattern of economic growth: adj. "BEN, NEAHK; &
stronger exports for the United States, stronger consumer spending &1, 86 1/
elsewhere. The present pattern looks increasingly shaky, because adj. FH&E K
it involves a perilous contradiction—other countries like selling adj. fakH]
to America, but they may choke on the resulting flood tide of dollars®.

Until now, foreigners have reinvested most dollars in the n. 8%, HRE
United States. In the year ending in September, they bought about
trillion dollars of US stocks and government and corporate bonds, n. JiZ, J&
says David Wyss of Standard & Poor’s Private investors—not
governments—made 85 percent of those purchases, he says. But
if the preference for dollar investments subsides, US stock and v. P&, W55
bond markets could weaken. The dollar might drop sharply against

other currencies. The US economy could suffer from a loss of

ERE FEH SR WFREEWHETOOO




wealth and confidence; foreign economies could suffer from a
loss of exports.

That’s the danger of today’s trade patterns. In time, these
will change. Even without India and China, developing countries
are growing at about 5 percent annually. They will buy more
machinery, aircraft and advanced instruments—the heart of US
exports. With growing middle classes, these countries will also
probably focus on their own consumers in the future; dependence
on exports to the United States will decline. In 2000, all
developing countries had 352 million people in households with
incomes over $16,000, the World Bank estimates; by 2030, that’s
projected at 2.1 billion.

But the next year is more iffy. Japan and China still seem
wedded to export-led growth.” A brighter spot is Europe, where
domestic growth is accelerating. From 2001 to 2005, annual
growth in the Euro zone (the 12 countries using the Euro)
averaged only 1.4 percent. Now the OECD forecasts 2.2 percent
in 2007 after 2.6 percent in 2006—and that might go higher. “In
Germany,” says Jean—Philippe Cotis, the OECD’s chief economist,
“people were scared to death about unemployment.” If a falling
jobless rate quiets their fears, they may spend more. That would

be good news if it helps to shrink those yawning trade imbalances.®

Notes

UNIT 1 Economic Reform .

n. KEE; KA

adj. RHER, WA E R
adj. 46
v, AN, R, (Rt

adj. EHM

v. kAR WedE: B4 / adj. K
FHRYEH, FTRRI

1. Speculation helped fuel the boom—and now it’s payback time. AL 1557 TATIE B —

BRAE W FFEA %
2. gorge on imports: KEBE .

_the United States will run a current account deficit of $878 billion: & [ 142 % ¥ 1 H TRFHEIE

F| 8780 123 T

. The “current account” is an expanded trade balance. “Z% ¥ H "2 — M KK K 5 i .

. Although most economists think the Federal Reserve will engineer a “soft landing”—nudging

inflation down while avoiding a recession—it may be a close call. BIR KL HATF 4K NN
BEHAE & 28 ) TIAFIAU I “ K W7 ——75 2218 FRAE B2 Bk ¥ 17 I 97 1 28 5 3118
—(H IR R T .

. but they may choke on the resulting flood tide of dollars: {33k 6 [ 2 4R 7T g £ Rk 3£ To K

BHATEL.
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7. Japan and China still seem wedded to export-led growth. HZF1+ ELPARRFFLAH A4 E
AT KT,

8. That would be good news if it helps to shrink those yawning trade imbalances. 1R HH BI T
AR T IR B 5 KA HE, A X BRI RANMTE B .

Post-reading Activities

[. Comprehension

1. Choose the best answer for each of the following items.
1) What does the writer think is also a significant cause of the drop of the US trade deficit?
A. Lower oil prices. B. Strong American exports.
C. An export surge. ‘ D. The large global trade imbalances.
2) Falling home prices could lead to
A. speculation B. estate bust
C. consumer’s weak confidence and spending  D. low unemployment

3) In which year did vehicle sales decrease most?

A. 1999. B. 2005.
C. 2006. D. 2007.
4) In which way could imbalances shake the world’s economy?
A. A current account deficit. B. Gorging on imports.
C. Destabilizing the world economy. D. A currency crisis.

5) The present economic pattern
A. needs a “soft landing”
B. is shaky because of a large contradiction
C. has become sturdier and sturdier
D. will dodge inflation down while avoid a recession
6) If the dollar investments decrease, what will not happen?
A. The dollar might increase sharply against other currencies.
B. America could suffer from a loss of wealth and confidence.
C. US stock and bond markets could weaken.
D. China and Japan could have a loss of exports.
7) What is the heart of the US exports?
A. The consumers of the middle classes in developing countries.
B. People in households with incomes over $16,000.
~ C. India and China.
D. Imports of the developing countries.
8) A falling unemployment rate might

BREEEH 5 HIE NHFGEEWHLETOOO
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UNIT 1 Economic Reform .

A. be a brighter spot in Europe B. scare people in Germany to death

C. help to shrink the trade imbalances D. help people to spend more

2. Topics for discussion.
1) What threats today’s trade patterns?
2) Although most economists think the Federal Reserve will engineer a “soft landing”, what’s the

key to economic growth?

I1. Vocabulary Exercises

3. Replace the following underlined parts with the words from the passage that best keep
the original meanings. '

1) The car speeded up as it overtook me.

2) My wife is ill.

3) The government has taken a series of measures to make the prices stable again.

4) 1 grew up as past of a large family.

5) The terrorists have made their more bombing campaign.

6) In the previous summer holiday, they had a dangerous journey across the mountains.

7) At the end of the last century, many eastern countries suffered from the great industrial and trade

depression.
8) What caused share values to fall greatly?

9) The employee and the management both had a firm resistance to the plan.
10) The boiling soup sank to a lower level when the pot was taken off the heat.

4. Fill in the blanks with the words or expressions given below. Change the form if necessary.

currency deficit reinvest scare
shrink imbalance ward off boom
gorge on surplus real estate

1) The best time to invest in is now.

2) We have a trade of $400 million.

3) They traded in foreign

4) Tax was low and state spending was high, resulting in a budget

5) The thought of my exams next week me stiff.

6) She’s a lot of emotional energy in that business.

7) Will this shirt in the wash?

8) The current trade deficit indicates a serious between our import and

export trade.
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9) The medicine can this kind of disease.

10) The oil market is enjoying a

11) After the tiring journey, Tom cream-cakes.
Text B

Economist: Post-Olympic Economic Downturn
Highly Unlikely in China

The Chinese economy was set to grow healthily and steadily after

the summer Olympic Games and a post-Olympic economic downturn

was highly unlikely, a noted Chinese economist said on Tuesday.
“Personally I feel very optimistic that the Chinese economy after

the Beijing Olympics will continue to grow rapidly and healthily... I

am full of confidence over the economy after the Olympics,” said Fan

Gang, director of the National Economic Research Institute at the China

Reform Foundation. He told the Beijing Forum on the Olympic

Economy that the Chinese economy would probably not be subject to'
further adjustment and micro-economic control after the Olympics

because China had been doing the job since the end of 2007.

Over the past several months, the Chinese government had taken

- a series of micro-economic control measures to cool down the

economy, which was seen by many economists as overheated.
“Our growth rate has dropped,

exports decreased and the foreign

. trade surplus has declined. We cooled

down the stock market and real estate

market,” Fan said, adding that the

adjustment period was drawing towards
an end since the government had taken

' many measures.

“Such adjustment and micro-economic control measures certainly

reduce possibilities of a post-Olympic downturn,” said Fan, who was

also a member of the Monetary Policy Committee under the People’s

Bank of China—the central bank.

He also said Beijing’s investment to build sports venues and

other infrastructure’, though worth billions of dollars, accounted for a

B 3 3
mere three percent of the country’s total investment in fixed assets.
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“China is a big country. Beijing is small... Even if Beijing’s
investment in infrastructure drops sharply after the Games, it would not
have a significant impact on the whole economy,” he said.

Fan also said it was unlikely that Beijing would slash fixed assets
investment® since the city was still at the early stage of economic
development and its appetite for’ infrastructure would still be huge
after the Olympics.

“The fact is, over the past several years, Beijing has been forced
to reduce some other infrastructure projects in order to concentrate on
the construction of sports venues,” he said.

History has shown that some countries were plagued by® a post-
Olympic economic downturn, or called “Valley Effect” or “V-low
Effect”.

The phenomenon was mainly caused by a dramatic investment
increase at the pre-Olympic stage, accompanied by a boom in
consumption and revenues’. But the investment and consumption
plunged following the Olympics while the host city would have to
shoulder the heavy burden of maintaining idle sports venues.

Fan, however, cautioned that the Chinese economy might still face
new challenges, domestically and globally, and needed further policy
adjustment in September or October or even later this year.

“China is economically a developing country under transition.
The economy has its own problems,” he said.

On the other side, he said the Chinese economy would face a new
international economic situation—the US credit crisis was still far
from over and its negative impact was still coming out and prices for
oil and grain were continuing to rise on the international market.

“But these have nothing to do with the Olympic Games...
Hosting of the Games will push forward economic development in China
by helping to restructure industries and integrate the Chinese economy
into the global market®,” he added.

Notes

1. be subject to: PAFEHYI A &M, BRTHEHY.
2. sports venues and other infrastructure: A& 37 T Fl ¥ it -

UNIT 1 Economic Reform

3. accounted for a mere three percent of the country’s total investment in fixed assets: Sty [E %

I E BE 7 BB 3%
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4. slash fixed assets investment: iy [ & 9 7= [ B 55

5. appetite for: 7K.

6. be plagued by: Wk, ZFH.

7. consumption and revenues: 9 3% FLE KA

8. integrate the Chinese economy into the global market: 291 [HZ Gt N 23K,

Questions

1. What reasons did the noted economist put forward for post-Olympic economic downturn highly
unlikely in China?
2. Will the Olympic Games help to restructure industries and integrate the Chinese economy into

the global market?

SREEHEHE MFREEWHLETOOO




