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sap
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SOMEONE recently quipped that the best thing about 2011 was that it was likely better
than 2012. By the same token, while there has been much concern about the United States’
political gridlock, something worse for the US, and for the world, could have happened: the
Republicans could have prevailed in their program of austerity-cum-redistribution to the wealthy.
Automatic cuts won’t happen until 2013, which means that the economy in 2012 will be spared,

ever so slightly.
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Two more positive notes for 2011: The US seems finally to have awakened to the
yawning gap between the rich and the rest—between the top 1 percent and everyone else.
And youth-led protest movements, from the “Arab Spring”! to the Spanish indignados? and
the Occupy Wall Streeters®, have made clear that something is very wrong with the capitalist
system.

The likelihood, though, is that the economic and political problems that were so manifest
in the US and Europe in 2011—and which have so far been tremendously mismanaged—will
only grow worse in 2012. Any forecast for the coming year depends, more than usual, on
politics—on the outcome of the US gridlock, and on European leaders’ ability to respond to the
euro crisis. Economic forecasts are difficult enough; but when it comes to political forecasts,
our crystal balls are even cloudier.

European leaders repeatedly proclaim their commitment to saving the euro, but those
who could have repeatedly said that are committed to not doing what is needed. They have
recognized that austerity will mean slower growth—indeed, a recession is increasingly
likely—and that, without growth, the eurozone’s distressed countries will not be able to
manage their debts. But they have done nothing to promote growth. They are on a death
spiral.

The only thing saving the euro in the short term is the European Central Bank* (ECB)’s
purchase of sovereign bonds, which have kept interest rates from soaring. Like it or not, the
ECB is effectively financing the sovereigns. German leaders have frowned on this, and the ECB
has felt uncomfortable, limiting its purchases and saying that political leaders, not central
bankers, should save the euro.

But the political response has been too little, too late, to say the least. The most likely
scenario is more of the same: austerity, weaker economies, more unemployment and continuing
deficits, with European leaders doing the minimum to fend off crisis for the moment. In short:
more turmoil.

The day of reckoning—when the euro breaks up or Europe takes the kind of definitive
action that would make a single currency work—may come in 2012, but, more likely than not,
Europe’s leaders will do whatever they can to postpone that day of reckoning. Europe will suffer,
and so will the rest of the world.

The US had hoped for an export-led recovery, but, with economic growth slowing in
Europe, its largest customer (and impeding growth in much of the rest of the world), that is
unlikely. And, with the worst effects of spending cuts potentially still to come, gridlock—and
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Republican spite—may mean that the Barack Obama administration’s payroll-tax cut will not
be extended, weakening household consumption.

That, combined with cutbacks at the state and local level, means that the first real
manifestations of austerity’s impact will appear in 2012. Already, though, public employment is
around 700,000 below its pre-crisis level; the government, rather than acting counter-cyclically,
offsetting weak private demand, has been acting pro-cyclically, exacerbating the economy’s
problems.

The consequences of failure to deal with the housing crisis’>—which triggered financial
markets’ near-meltdown in 2008—are continuing to be felt: further decline in real-estate prices,
more foreclosures and thus even greater stress on US households.

No one in either US political party seems willing to face the fact that fixing the banking
system, though necessary, was not sufficient to restore the economy to health (or that the
financial system was never really fixed). The US economy before the crisis was being
maintained on artificial life support by a housing bubble that led to unsustainable consumption.
There is no way back to 2007.

But neither party has been willing to admit what is really wrong, or advance an agenda that
would address the underlying ills. Platitudes and placebos—vapid calls for more job creation,
fiscal restraint, reining in entitlement programs, and so forth—will characterize the US’ election
year. Neither side will step forward with a program for restructuring the economy and reducing
the inequality that is sapping the country’s strength.

I have been a big critic of markets, but even the US’ market participants now sense that
political leaders are not up to the task. If investors suffered from irrational exuberance in
the 1990s, they are likely to suffer from rational pessimism in the coming year. After all,
Americans will have to choose between a leader who has proven that he can’t lead the US
out of its economic morass, and one who has not yet proven his inability to do so—but
who could make matters even worse through policies that increase inequality and slow
growth.

I hope that events prove me wrong, and that my pessimism turns out to have been excessive.
But I am afraid that the risks are more on the downside. Indeed, 2012 could prove to be the year
in which the experiment with the euro, the culmination of a 50-year process of economic and

political integration in Europe, comes to an end.
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In that case, rather than bringing the hoped-for end of the Great Recession of 2008, a
downturn that has lasted too long and caused too much suffering, 2012 may mark the beginning
of a new and more frightening phase of the world’s worst economic calamity in three-quarters
of a century.
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Exercises

1. Write out the corresponding Chinese of the following business terms.

austerity

euro crisis

eurozone

sovereign bond

interest rate

unemployment

deficit

spending cut

payroll-tax

household consumption

financial market

foreclosure .

banking system

restructuring

II. Translate the following sentences into Chinese.

1. By the same token, while there has been much concern about the United States’ political gridlock,
something worse for the US, and for the world, could have happened: the Republicans could have
prevailed in their program of austerity-cum-redistribution to the wealthy.

2. Economic forecasts are difficult enough; but when it comes to political forecasts, our crystal
balls are even cloudier.
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3. The only thing saving the euro in the short term is the European Central Bank (ECB)’s
purchase of sovereign bonds, which have kept interest rates from soaring.

4. Already, though, public employment is around 700,000 below its pre-crisis level; the
government, rather than acting counter-cyclically, offsetting weak private demand, has been
acting pro-cyclically, exacerbating the economy’s problems.

5. If investors suffered from irrational exuberance in the 1990s, they are likely to suffer from
rational pessimism in the coming year.

II1. Paraphrase the following sentences.

1. They have recognized that austerity will mean slower growth—indeed, a recession is increasingly
likely—and that, without growth, the eurozone’s distressed countries will not be able to manage
their debts. But they have done nothing to promote growth. They are on a death spiral.

2. But the political response has been too little, too late, to say the least. The most likely scenario
is more of the same: austerity, weaker economies, more unemployment and continuing
deficits, with European leaders doing the minimum to fend off crisis for the moment.

3. The day of reckoning—when the euro breaks up or Europe takes the kind of definitive action
that would make a single currency work—may come in 2012, but, more likely than not,
Europe’s leaders will do whatever they can to postpone that day of reckoning. Europe will
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suffer, and so will the rest of the world.

4. Neither side will step forward with a program for restructuring the economy and reducing the
inequality that is sapping the country’s strength.

5. I hope that events prove me wrong, and that my pessimism turns out to have been excessive.
But I am afraid that the risks are more on the downside.

IV. Answer the following the questions based on your understanding of the text.
1. What does “political gridlock™ in the first paragraph of the text refer to?

2. What does “top 1 percent” in the second paragraph of the text refer to?

3. How do you understand “the sovereigns” in the 5th paragraph?

4. What will a nation do if it wishes an exported-led recovery?

5. What does the first “that” in the 8th paragraph mean?

6. What kind of consumption is sustainable based on your own understanding?

7. What’s the author’s prediction for the world economy in 2012?

8. What’s the situation the European leaders face?

9. What are the real problems faced by the U.S.?

1

0. Why is the author so pessimistic about the economic growth?

V. Reading comprehension.
Global Economy Alarm Bells Ring

By Chris Isidore @CNNMoney September 22, 2011: 2:54 PM ET

NEW YORK (CNNMoney)—The recession alarm bells were ringing across the globe Thursday,
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spooking investors and economists alike.

The latest monthly readings released Thursday on manufacturing in the eurozone, the U.K. and
China all were weaker than they had been, as was a report on the service sector in Europe.

With the Federal Reserve warning Wednesday that the U.S. economy is facing “significant
downside risks,” and stocks and commodity prices falling around the world, it is clear there are
ample reasons for worry.

“There’s a global slowdown underway, probably a recession for Europe and we’re teetering on
the edge of one,” said Keith Hembre, chief economist for Nuveen Asset Management. “There’s
just one global economy, one with varying degrees of global pain.”

The European manufacturing and service sector figures from Markit Economics were
particularly worrisome, as each shifted from showing modest growth to declines in September.
They were the worst readings since July 2009.

Even activity in the stronger European economies, such as Germany and France, declined to
near the break-even point.

In the U.K., the CBI manufacturing index showed 9% more manufacturers reporting weaker
than normal orders rather than better than normal demand. British manufacturers cited “the

volatility in financial markets and the slowdown in growth in [their] major trading partners.”

And the HSBC manufacturing index for China for August, also released Thursday, also showed
a pullback on production and new orders.

John Higgins, senior markets economist for Capital Economics, said the European readings are
the “the strongest sign yet that the region is on the cusp of recession.” That’s particularly

troublesome since Europe’s economy could get worse if there is a default in sovereign debt by
Greece.

Higgins added that the slowdown in manufacturing in China is a worry given the importance
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that China has played as the engine of global growth coming out of the Great Recession.

“There is a broad brush concern that even if the Chinese economy is not shrinking, it is slowing,
and that slowing is bad news for the rest of the world,” he said.

A decline in global economic activity is relatively rare—2009 was the only year since World
War II that occurred, said Sal Guatieri, senior economist at BMO Capital Markets. But he said

a global decline isn’t necessary for the economic weakness to spread among major economies.
“We still don’t anticipate a global recession, but admittedly the odds are rising,” he said.

Economists say the Fed may not help much either .The central bank is seeking to lower already
low interest rates further through a process dubbed Operation Twist. But it’s doubtful that will
restart growth in developed economies like the United States, Europe and Japan.

Thursday’s weak economic readings only amplified those fears.

“Investors are losing their faith in policymakers’ ability to right these economies,” said Higgins.
“Especially in the advanced economies, policymakers are lot more impotent than they were three
years ago during that crisis. People are very skeptical there’s any silver bullet.”

Answer the following questions based on your understanding of the above article.
1. What does the word “spook” in the first paragraph mean?

A. Comfort. B. Delight. C. Spike. D. Panic.
2. Choose a statement which is true from the statements below.

A. The service sector in the U.K. was weaker than that in China.

B. There were readings released only on manufacturing in the eurozone.

C. The economic performance was not better both in the U.K. and in China.

D. The service sector was improved according to the reports in Europe.
3. Which is not one of the ample reasons for worry?

A. The U.S. economy is facing significant downside risks.

B. Stocks and commodity prices are falling around the world.

C. The manufacturing sector was not so good in China.
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D. The single currency in the eurozone could not work.
4. How do you understand the statement—“There’s just one global economy, one with varying
degrees of global pain.”?
A. All the nations are globalized.
B. Because of the globalization of the world economy, no nation would be exception to the
economic slowdown.
C. Globalization was the root of the painful economic situation.
D. Most economies were suffering equally.
5. The economy in EU is worrying because
A. the European manufacturing and service sector shifted from modest growth to declines in
September
B. only Germany was the strongest economy in the EU
C. the economic performance in France had already fallen below the break-even point
D. german and France would not like to bolster other member nations
6. “In the U.K., the CBI manufacturing index showed 9% more manufacturers reporting weaker
than normal orders rather than better than normal demand.” means that
A. the CBI manufacturing index showed 9% more factories had accepted more orders than before
B. the CBI index indicated that the orders for the manufacturers in Britain were better than normal
C. the CBI index showed 9% manufacturers were weak both in orders and demands
D. the manufacturers which were difficult to get orders were increased in Britain based on
the CBI manufacturing index
7. What does it mean if an economy is on the cusp of recession?
A. The economy can’t be worse than the current situation.
B. The economy has already been in worse situation.
C. The economy has many uncertainties to tell.
D. The economy will recover soon.
8. What do you think about the likelihood of a global recession?
A. Big. B. Small. C. Slim. D. Hard to say.
9. Which is not the reason for the possible global economic recession?
A. Weaker manufacturing in the U.K.
B. Slowdown of the China’s economy.
C. Recession in European Union.

D. The economic weakness to spread among major economies.



