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Money and Exchange Rates
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F=Frances H=Herman

F. Nice to meet you.

H:. Nice to meet you, Frances. Come in. Would you like a
coffee?

F. TId love one. Thank you.

H: So you’re back for your summer holidays. We are proud of
you. Just imagine studying at Harvard. 1 remember your
major is Finance.

F: Yes. Ive learned something about money, banking,
international finance, corporate finance,and the like.

H: Money? That may be a simple and interesting subject.

F: Not so simple as I had thought. Everybody is so familiar
with money ,and most people may consider themselves an
expert on the subject.

H: 1 know the bills we use everyday to buy things are money.

F: You are right there. In terms of finance, however, money
consists of far more than paper notes you mentioned.
Yes, officially issued coins and paper notes are money.
Besides, gold ,silver and deposits are also money. Even the
credit card is a kind of money. It%s electronic money.
Different kinds of money may differ in their liquidity.

H: What do you mean by liquidity?

F: To put it simply,liquidity refers to the quality of different
forms of assets to be readily converted into cash. For



example, commercial bills are not as liquid as the deposit
with the bank.

H: Isee. Do you mean thzat storing assets in the form of cash
is a good way to manage the value?

F: It depends. You'll have to remember that every coin has
two sides. Keeping cash can make it most convenient to
get the goods or services you want to buy ;but on the other
hand,such a practice deprives you of making more money
through investment, and the cash you have may suffer
from inflation.

H:. Frances,you are really an expert. If I had a company of
some scale,I’d like you to be the CFQO. But I wonder how
long Il have to wait before this dream comes true.

F. It might be sooner than you think.

H: I hope so. Thank you.
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S=>Mr. Smith R—=>Robert E=>Elizabeth

S: Last time we discussed the basic concept of money. Do you
have any questions about 119

R: Excuse me,Mr. Smith. 1 was absent,because I was ill. 1
read some about money.but I just can’t have a good idea
of the functions of money,1’'m zfraid.

S: You see,Robert,the four major functions of money are as a
medium of exchange,a standard of value,a standard of
deferred payment, and a store of value. Different people
may use different terms to describe the four major
functions, but they mean the same. As a generally
accepted medium of exchange, money rules out the need
for barter. Barter is a very inconvenient means of trading
because it requires double coincidence of wants. What is

barter? Elizabeth,can you give us a example?



R:

With pleasure. Barter means the direct change of one item
for another. For example, under a barter system, if a
baker wants meat,he must search for a person who sells
meat and wants bread. Since money s a special
commodity generally accepted as  payment for any
purchase,a baker who sells bread for money can use the
money to buy meat or anything else he wants.

Terrific. Besides, money provides a unit of account that
serves as a standard to measure value. How much is a
one-menth vacation in China worth to you.Robert?

As for me. 've always dreamed of going there.so it’s worth
at least five thousand dollars.

You are like most people. You value the vacation in terms
of dollars rather than in terms of such things as your car.
As a standard of value, money allows the addition of
values of meny different items as automobiles. repairs.and
all other goods and services. The concept of GNP is
useless without a standard of value such as the dollar.
Many books deal with /liquidity. However, I'm not sure
that I really understand the meaning of liquidity.

The term liquidity involves the function of money as a
store of value. Simply speaking.liquidity shows how read-
ily an asset can be converted to goods or services you de-
sire. Bank bills as the actual medium of exchange is com-
pletely liquid. In other words,bank bills can immediately
be converted to goods and services without any inconve-
nience or cost, while other assets that serve as stores of
value must first be sold to be converted into a generally ac-
cepted medium of exchange. And another function of
money is that it serves as a standard of deferred payment.
Well, sir, I find this function easy to understand. Your
explanation is quite helpful. Thank you,Mr. Smith.



S: You're welcome.
Ss=00000 Rr=000 E=0000

subodboboboboboooooooooooooo
gogao

R, DO0O0O0O0bOObOOoO0O0obbbbOOoOobbbooobo
gobooboobobboooobboboobg

S. 00000b0o0oboDo0ooOobobOoboboboobooooo
gooboboooboboooobobbooobobooon
googobboobobooooobboobboobobooon
gbooobbooobobooooobboobboobooobn
gooboboooboooobobooobbooon
gooboboooboooobobbooobbooon
gogao

E0o0oooboboboobboboobo0ooouoouogoo
gbogoobbooboboooooobboobboobobooobno
gboogobboobobooobooobboobboobooobn
goobobooobooooobobbooobbooon
goobobooobooooobbooobbooon
goooog

sbobobobobobuoboboboobobobuobo
gboogobbobbooobooobboobboobooobn
goooobooo

rOODODOOO0OOOODOOOOOODOODOO so000000

sl boUobbobDDbO
goobobobboobobobobboboboobo
goobobobboobobobobboboboobo
gopooboobobobbobonooob GNP OO
goooooooboo

rOOOOO0OOO* OO0 bOobOobooboboo* oo
g” gogoo

s, “0O0oO0"bboobbboooobbooooboboo



coboooooooooooboooooboooooboo
coooooooobooobooooobooooooonon
coboooooooooooboooooboooooo
cobooooooooooobOoooooboooooon
cooooooooboooboooobooooooonon
ocoooooooooboo0 ooooooooooao
coboooooo

R, 0O0O0O0oO0OO0oOoooOOOOO0oO0OOO0OO0OO0n0  ooooo
cobooooooooooooon

soooood

1.1.2 0O0OO
Common Expressions

l.0o0ooooag
1) ‘money policy 07 00
2) monetary system 0000
3) monetary reform 0000
4) financial institution OO0 0O
5) cenzral bank 0O 00O
6) commercial bank 0000
7) Federal Reserve Bank O #0000
8) World Bank 0000
9) International Monetary Fund(IMFO DO OOOOOODO
10) bank note O0OO0O0O0O
11) bank paper OO OOO
12) cash OO
13) currency 00O
14) circulation OO
15) funds OO
16) devalue 00O
17) appreciate 00O
18) depreciate 00O
19) discount O O

20) reserve requrement 0 0000



2. Nowadays,gold coin is only used as a commemorative one s
not a means of circulation.
0dobo0doobbooooooooooooooo

3. Coins of 5 cents. 10 cents. 25 cents and 50 cents are called
nickel sdime squarier and hal f respectively in America.
oo0o ,s00 0,20 ;00500000000 nickel,
dime .quarter O half.

4. According to the monetary system. coins except the
one-yuan coin are called fractional currency,and both the
ane-yuan coin and the paper money are called standard
money.
ooooobod0 ooobobbobouooooogo
0D 100o00oboooooooooo

5. Paper money is a kind of monetary symbol made of paper.
0ooooooooooooo

6. Another term for paper money in English is note or
hanknote.

000000000 note O banknote,
7. In fact. banknotes are a kind of fiat fiduciary money. so

they can’t be exchanged into gold.
oooooboobboobboboboobbooooboog

oooo
8. A piece of paper money with the face value of 5 dollars is

called 5-dollar note.
000 so0oOoOooOooOO0 sooa0

9. In American slang. buck. greenback . long-green . and
Jfolding money all mean American dollars.
0000000 buck, greenback, long-green 0O {olding
money OO0 0000

10. Cash is a common term - which includes paper money and



11.

13.

14.

15.

16.

17.

18.

19.

coins issued by the central bank of a country.
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Sometimes Americans say dough for cash.
OoODO0O000D000 dough,

. The firms usually use fiduciary money for their business,

such as commercial paper. bank check - bank draft and
promissory note
doooodoooooooboobuooboooooboonon
gooooood

He has made big money in that {inancial transaction.
gbdboboooooooooood

Tax monies are important sources of a country’s financial
revenues.

gboboboooooooooood

The pound sterling is the currency of the Great Britein
goboooooon

He isn’t poor. but he doesn’t belong to the moneyed class
either.

odoooooooon

He would purchase the house if he had the ready money.
oooooooooooooooa

There are often costs and inconvenience associated with

liquidating assets other than money.

000000000 ooooboooboobooooooo
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The unit of account for payment is money.
gooooooooa

The monetary unit in China is Renminbi yuan.
dodoooooooooo
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K=Kerry W=Winfred

Hello. This is Kerry speaking.
W . Good maorning,Kerry. 1 have a question to ask you. You

7

are an expert in finance.

K: I'm flattered. What can I do for you?

W: Who determines the exchange rates between convertible
currencies? The governments?

K. In the period of fixed rates.the governments and some
financial organizations decided the rates. But nowadays
the exchenge rate is mainly decided by the force of supply
and demand in the foreign exchange market.

W. The governments don’t interfere with the fluctuation of

the rates?



W.

7

KO
wQO

KD

Not exactly., In fact. financial institutions of the
government are important participants in the exchange
markets. When they think the value of the domestic
currency is too high.they buy foreign currencies with 1he
domestic currency. When they want to increase the value
of the domestic currency. they usually use the foreign
currencies they have to buy the domestic currency. In this
way » they exert somec influence upon the status between
supply and demand. and in turn influence the exchange

rates.

: These days an American dollar is worth about 120

Japancse yen. How could it be that a unit of American
currency has the value of over a hundred of units of
Japanese currency? 1t seems unfair.

That’s the implication of the exchange rate. As 1
mentioned above, the rate is chiefly decided by the
relationship between supply and demand. Moreover. the
purchasing power of the currencies also contributes
significantly to the establishment of the exchange rates.

It sounds interesting. Do you have some books on this
subject which might be easy for me to understand?
Yes,'ve got some books discussing the fundamentals.
Fine. When can I visit you.Kerry?

Il be staying at home all day.

: OK. Tl be coming right away. See you.
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1.400 00 00
C=Customer B—>Bank Clerk

May I help you,ma’am?

Yes. I'm here to change some money.

What currency do you heve? And what currency do you
want?

I want to convert several thousand dollars into Renminbi.
Canadian dollars? Singapore dollars? Australian dollars?
Or ...

Hong Kong dollars.

How much would you like to change?
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It just depends.

Depends on what?

On the exchange rate. If the current Renminbi price of the
Hong Kong dollar is high enough,I will sell all I have with
me for Renminbi. Otherwise.1 will sell only a portion of
my Hong Kong dollars and wait until the price goes up.
Could you please tell me the Renminbi price of the Hong
Kong dollars today ?

It’s so wise of you to think in this way. Today’s rate is one
Hong Kong dollar to 1. 08 Renminbi yuan.

Then 1d like to change 4,000 dollars. Here is the money.
Will you please show me your passport?

Sure. Here you are.

Please sign your name on this memo,will vou?

Certainly. Can I have ten-yuan notes for 500 yuan? I find
it more convenient to have small change in some cases.
OK. Here is 4,320 yuan. Please take care of the exchange
memo. You may need it for converting your unspent
Renminbi back into Hong Kong dollars.

Thanks a lot.
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1.2.2 0000

Common Ex pressions

1. 00b0boooo
1) foreign exchange OO
2) exchange control 0000
3) exchange bank 0000
1) foreign exchange bills 0 OO0
5) exchange speculation 0 00O
6) foreign currency account 00 00O
7) fixed rate O00O0O0O
8) floating rate 0000
9) official rate 00 00O
10) market rate 0 OO0
11 Obasic raze 0 00O
12) cross rate 0 00 0O
13) spot rate O0OD0O0O
14) forward rate 0000
15) telegraphic transfer rate 0000
16) mail transfer rate 1000



17) demard draft ratc OO0 00O

18) opening rate 00O 00O

19) closing ratce 0000

20) singlerate 0000

210 multiple rate OO £ 0O

22) mter-hank rate 000000

23) mercantile rate 0000

240 basis point OO

25) Eurodollars 0 0 00

26) Euromarket 0 00000

27) fluctuate sharply 0O £{O0O

28) increase steadily OO } O

29) decline slightly 0 0 0O

30) stay the same 0000

. What’s the exchange ratc today?

ooooooooo

. What’s the cxchange rate of the US dollar into the
Renminbi yuan?

ooooooooooooon

. What's the rate of the Canadian dollar against rthe
Renminbi yuan today?
ooodooooooooooo

What’s today’s exchange rate between the US dollar and
the French franc?

doooooooooboobobooo

. Which foreign currency would you like to exchange for?
gooobooood

. Today’s rate is one US dollar to 8. 25 yuan.
0o0ooo0O obooooo g.2500

. The Renminbi price of a British pound is 12. 32 today.
OO0 100000 1223200000

. The rates of exchange are on the electronic board there.
dooooobooooonob
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11.

12.

15.

16.

17.

18.

19.

20.

[t comes to 5 211 yuan at today’s exchange rate.
oooooooOoO 521100

Can you give me 300. 000 Japanese yen worth of
Renminbi?

0000 3o00000000000000

During the year 2000 . the Dutch guilder is often traded
with a range of 2. 0 to 2. 1 times the US dollar.
20000000000000000 1000 2.0~2.1
gooooood

. The German mark is now fixed at 2. 2 German mark for

one euro.
o0ooooo0ooOoO0ooO0oDbDOoOO0OD0 10002200
ogoo

. The exchange rate between the dollar and the pound refers

to the number of dollars needed to purchase one pound.
goooooDoooooboooooboooood

1 hope the exchange rate can go up by 2 basis points.
goooooog 2000

Under a flexible exchange rate system . the exchange rate is
determined by the market demand and supply.
go0dbodobooooboooboooooooooao
The Australian dollar is a convertible currency . while the
Renminbi yuan is not yet.
Oo0ooobooooobobooooobooa

I'd like to exchange my dollars for pounds.
goooooooooo

The Japanese yen keeps appreciating against most other
world currencies: while the Singapore dollar keeps
depreciating.
Oo000o0ooOoooooDOoOoooooooooaoao
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At the current exchange rates,vou can benefit more if you



