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UNIT 1

scarce nedinuTHUA, piakui

raw materials CHUPOBHHHI MaTepiau
entrepreneurship MANPHUEMHUIITBO

production of goods and services BHPOOHHIITBO TOBApiB Ta MOCIYT
to bring about BUKJIMKATH, TIPUBOJIUTH (IO YOTOCB)
equitable CIpaBeUIUBHIA

revenue puOYTOK (SIKUH TOTYYat0Th Big 300py MOJATKIB)
allocation PO3MIIIIEHHS

transaction yroja

income POy TOK

the law of supply and demand 3aKOH IOITUTY Ta TPOTIO3MITiH
input pecypc 10 BBOJUTHCS

output HPOJYKILis, BUITYCK

customer CIIO’)KHABAY

wants noTpeou

to allow JI03BOJISITH

social security colfiayibHe 3a0e3neyeHHs
rationing device MeXaHi3M PO3MOAITICHHS
production costs BUTpPATH BUPOOHUIITBA

to be subject 3aJIexartH BijJ, OyTH CXUILHUM JI0
alternate YepryBaHHs

fiscal policy OI0KETHO-TIOIATKOBA MOJIITUKA
monetary policy KPEIUTHO-TPOIIOBA CHCTEMA

1. Find the nouns in the word list and put them in alphabetical order.

2. Work with the a list of new words as in the example(students have to name words by heart)
Student A: scarce
Student B: raw materials

3. Find the antonyms to the following words.
Widespread, unfair, collection, expenditure, expense, producer.

4. Find the verbs and put them in alphabetical order.

5. Make up sentences with these verbs.

6. Find the word combinations and make up sentences starting with the phrases:
I know..., It is very important to...

7. Read and translate sentences only with new lexis.

Scarcity of resources makes it necessary to save them.

The modern market economy is populated by three types of economic agents.

In free markets, prices direct allocations of inputs of firms...

Anyone who studies economics knows that...

They are subject to a business cycle that...

Another recent change has been in the growth of self-employment.

Given the scarcity of resources, the market functions as a rationing device with the price
mechanism as its principal instrument.

The Industrial Revolution allowed Britain to become the first industrialized trading nation.

The rational solution of the problem brings about the maximum economic growth, full
employment, equitable distribution of revenues, and social security of the needy.
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8. Put in the missing letters.




s..arce, raw materi..Is, ent..epren..urship, production of go..ds and se..vices, equ..table distr..buti..n,
rev..nu.., al..ocati..n, tr..nsaction, inc..me, the law of sup..ly and d..mand, inp..t, o..tp..t, c..stomer,
to a..ow, social sec..rity, fis..al.

9. Work in pairs. One student has to name all the words he/she memorized from the word list
another student has to translate them.

10. Read these words paying attention to their translation.

Economic €KOHOMIYHUI

Economics CKOHOMIYHa HayKa

Economize €KOHOMUTH

Economy 1.eKOHOMHMKA, Xa3sHCTBO, 2. EKOHOMIs

Economic growth  exonomiunuii 3pict

11. Choose the correct word:

1. I am a student of (economy, economic) department now.

2. At school I didn’t study the (economy, economics) of Great Britain.
3. I hope he will make a good (economist, economy).

4. There are many (economic, economical) problems in the world.

5. This car is very (economic, economical).

6. | try to spend money and time (economical, economically).

7. This car (economize, economizes) fuel.

Read the text and find out its main ideas.
WHAT IS ECONOMICS ALL ABOUT?

It is characteristic of any society that while wants of people are growing constantly, the economic
resources required to satisfy these wants are limited and scarce. Economic resources may be
classified as material resources (raw materials and capital) and labour resources (labour force and
entrepreneurship). Scarcity of resources makes it necessary to save them. As a result any economic
system is trying to find most effective and efficient ways of utilizing resources for the production of
goods and services. The rational solution of the problem brings about the maximum economic
growth, full employment, stable prices, equitable distribution of revenues, and social security of the
needy’.

There are different economic systems in the world today. Many economists argue that free
enterprise, or the market economy is the most effective system, because businesses are free to
choose whom to buy from and sell to and on what terms, and free to choose whom to compete with.
How can a market economy solve what, how and for whom to produce?

It is done through a market, which is a set of arrangements through which buyers and sellers make
contact and do business, in which choices concerning the allocation of resources and
transactions among members of society involving factors of production, incomes, goods and
services are left to countless independent decisions of individual consumers and producers acting
on their own behalf.

One of the main laws of the market is the law of supply and demand. It says that if demand exceeds
supply, the price tends to rise and when supply exceeds demand the price tends to fall.

Given the scarcity of resources®, the market functions as a rationing device with the price
mechanism as its principal instrument. In free markets, prices direct allocations of inputs of firms
that make the most profitable use of them. The price mechanism also guides the decisions of
producers concerning the composition of their output. Finally, the price mechanism also governs the
distribution process.

Thus, the market mechanism brings about an allocation of resources that reflects two basic factors:

consumer preferences and production costs. The prices which play the coordinating role of the
market mechanism are determined through the interaction of demand and supply.

Another important force of the market is competition. On the one hand, it protects the customers -
they have the right of choice and they benefit from the fact that competition keeps prices close to




costs; on the other hand, it makes producers and suppliers of scarce resources utilize them
economically, using most sophisticated technologies.

All businesses produce goods and services and seek profits. They all compete with other businesses
for inputs of labour, capital and natural resources, including foreign partners.

Freedom of enterprise is not total in the market economy. Businesses are subject to laws and
government regulations.

Economic machines do not always run smoothly. They are subject to a business cycle that alternates
between periods of rapid expansion and periods of recession in which outputs fall and
unemployment rises.

Economic environment is determined by the economic policies of the government, fiscal and
monetary policies being the major factors.® So, if an economic system is to perform well* it must
deal with many economic challenges.

Words you may need:

1. the needy- nyxneHuuit

2. given the scarcity of resources- 3 ypaxyBaHHsSIM HecTadi pecypciB

3. fiscal and monetary policies being the major factors- mpudyomy OrOKETHO-OAATKOBA Ta KPEAWTHO-TPOLIOBA
TIOJIITUKA € OCHOBHUMH (DaKTOpaMH

4. if an economic system is to perform well — s Toro, 106 ekoHOMIYHA crcTeMa (PyHKIIOHYBaIa YCIIITHO

Exercises

1. Answer the guestions.

What is characteristic of any society?

How can economic resources be classified?

What is the most efficient economic system?

How does the market operate?

What is the price determined by?

What role does the price mechanism play in free market economy?
What does the allocation of resources reflect?

Why is competition an important source of the market?
. What do businesses compete for?

10 Are businesses totally free in their policies?

11.What is the business cycle?

12.What determines the economic environment?
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2. Find in the text English equivalents for the following Ukrainian phrases:

[ToTpebu nroaet 3pocTaroTh; pecypcH, HeoOXiIHI s MOTped JroAeH, 0OMEeKeHi; HecTada pecypciB
pPOOHTH iX €KOHOMiI0 HEOOXiAHOIO; BUKOPHCTOBYBATH pECypcH HalOutbll eheKTHBHUM 00pa3oM;
BUPOOHHUIITBO TOBapiB Ta TOCIYT; BUKIMKATH MAKCUMAJIbHUH E€KOHOMIYHUH PICT; CIPaBEINBE
PO3MOAINIEHHS JIO0XO/iB; colianbHe 3a0e3redeHHsT MoTpeOyrounx; BiIbHE MiIMPUEMHHIITBO-
HaiObIl eeKTHBHA E€KOHOMIYHA CHCTEMa; YCTAaHOBJIIOBATH KOHTAaKTH; BECTH CIpPaBU; 3aKOH
MOTIMTY Ta MPOIO3UIlIH; MOMUT MEPEBUIIY€E MPOIMO3HUIIIO; I[iIHA Ma€ TEHICHINIO 10 ITiIBUIYBAHHS
(3HWKEHHS); BHWJAUICHHS PECypCiB; MISTH BIJ CBOTO IMEHI; IIHOBHM MEXaHi3M € OCHOBHHUM
IHCTPYMEHTOM PUHKY.

3. Find and read sentences explaining the title of the text.

4. Find in the text sentences expressing such ideas.

1. Economic policies of the government, fiscal and monetary policies have an influence on the
economic growth.

The demand and supply have an influence on price formation.

The competition has an influence on the producer.

Scarcity of resources has an influence on economic.

Price mechanism has an influence on the distribution process.

5. Choose the word with the opposite meaning for the word underlined.
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1. The rational solution of the problem brings about the maximum economic decline, full
unemployment, stable prices, unfair collection of expenditure.

2. The law of supply and demands means that if demand exceeds supply, the price tends to fall, and
when supply exceeds demands the price tends to rise.

3. The price play insignificant role in the market mechanism.

4. Scarcity of resources makes it necessary to spend them.

6. Choose the word with the similar meaning for the word underlined.
1. The main social purpose of economy is to produce goods and services for the satisfaction
consumer needs and wants.

a) thought  b) requirement C) business d) growth

2. Labour resources include labour force and entrepreneurship.

a) labour b) instruments of labour c) employer d) business undertaking
3. The market mechanism brings about an allocation of resources.

a) direction  b) distribution c) disintegration d) sale

4. A lot of economics factors have an influence on transaction.

a) transform  b) transformation c) deal d) bargain

5. The businessman must pay attention to his revenue.

a) cloth b) car c) income d) family

7. Match the words from (a) with the words from (b)

a) to satisfy b) wants

to distribute factors of production
to save goods

to produce services

to utilize policy

to perform enterprise

to run allocation of inputs
to conduct functions

to choose resources

to pursue needs

8. Make up sentences putting the words in the correct order:

1. are, different, today, in, world, there, systems, economic, the.
2.demand, if, price, exceeds, tends, rise, to, the, supply.

3. wants, constantly, people, are, of, growing.

4.1s, competition, force, the, market, of, an, important.

5. producers, must, scarce, economically, and, suppliers, utilize, resources.
6. sluggish, is, activity, economic.

7. figures, dropped, according, production, to, official, oil, of.

8. service, of, consists, the, transport, banking, sector, insurance, and.

9. Form nouns from the following verbs and translate them.
a) Economize, compete, regulate, produce, allocate, grow, consume, expand.

Form adjectives from the following words and translate them.
b) Importance, attention, success, expense, scarcity, count, economy, limit, to produce.

10. Checking facts and ideas.

Economics is a science about such things as

a) using the economic resources in an efficient manner;

b) determining what goods and services are to be produce ;

¢) distributing scarce resources among the industries producing goods and services ;

d) eliminating the market competition;



e) studying the law of supply and demand

f) satisfying human needs.

11. Single out the main points of the text. Use the following opening phrases:
The text looks at (the problem of...)

The text deals with the issue of..

It is clear from the text that...

Among other things the text raises the issue of...

The problem of...is of great importance

One of the main points to be singled out is

Great importance is also attached to...

In this connection, I’d like to say...

It further says that...

I find the question of...very important because...

We shouldn’t forget that...

I think that...should be mentioned here as a very important...mechanism of... .

12. Divide the text into logical parts and give them titles.

13. Look at the scheme, answer the questions and make a little summary.

World

Shortage economy

economy

Market Expanding

economy

economy

Fully Free

Advanced enterprise

employed

economy

Advanced economy - ekoHOMiKa TPOMHUCIIOBO PO3BHHYTOT KpaiHU

Fully employed economy - exoHOMiKka 3 TOBHMM BHKOPHUCTAHHSIM TPYJIOBHX PECYpCIB
Free enterprise economy - eKOHOMiKa BiJIHOT'O ITiIIPUEMHHIITBA

Shortage economy - «aedinuTHa» eKOHOMIKA

Centrally planned economy - mianoBa eKoHOMiKa

Expanding economy - ekoHOMiKa, sIKa PO3BUBAETHCS

1. What types of economy do you know?

2. What can we say about the economy in Ukraine in 1982?

3. What type of economy do we have nowadays?

4. Do you know the countries with advanced economy?
Grammar exercises.




1. You are going to take part at the scientific conference. Choose subjects you need there and
put them in plural form.

Pen, pencil, copy-book, bag, scarf, trousers, shirt, skirt, blouse, shoes, scientific material, coat, hat,
brush, combs, rose, flower, spectacles, food, sausage, bread, butter, knife, folk, wife, child, money,
scissors, clothes, wages.

2. Find nouns in plural forms from the column B to the column A. What does it change?
Translate them.

A) Analysis B) Data

Basis Criteria

Thesis Phenomena

Datum Theses

Criterion Bases
Phenomenon Formulas-formulae
Stimulus Stimuli

Formula Analyses

3. Read the text and open the brackets, choosing the correct form of the verb to be. Put the
guestions to the text.

EARLY ECONOMIC THOUGHT: MALTHUS (1766-1834)
Most early economists had no idea of how to make a country grow to be prosperous or to help
people become healthy and happy. In fact, economics (to be) once known as the «dismal science»,
because economists (to be) so pessimistic. In England, for example, an economist named Thomas
R. Malthus saw that most of his countrymen (to be) starving. Poverty, hunger, and disease (to be)
the norm. Malthus felt conditions could only get worse, because population was increasing
geometrically (for example, 200, 400, 800) while food supplies (to be) only slowly increasing. (He
published this idea in 1798.) He anticipated more hunger and disease as a result. Today there (to be)
some people who feel Malthus (to be) right, and it ( to be) just a matter of time before there (to be)
too many people in the world and too few resources.
Recently, economists have predicted that the world would run out of resources such as oil, water,
and coal and that pollution would get worse and worse. They cite nations such as Mexico as their
model of the future. Other writers (to be) more optimistic and predict world prosperity. They feel
that the population growth can be an asset. Their model of the future (to be) the United States.
Which predictions (to be) correct? Nobody knows for sure, but we do know some strategies for
creating prosperity. The basis for optimism began in 1776. What (to be) need (to be) a social and
political base for growth. That base (to be) established in America.

4. The following sentences have mistakes. Correct them.

1. The year is 1776. 2. The Declaration of Independence state that everyone had the right to life,
liberty, and pursuit of happiness. 3. Certainly, those early American feel they knew how to made a
country prosper. 4. They feel that the key was freedom and they fight to get it. 5. There is an
economist who understand the American dream and helped shape it, even though he was not an
American. 6. His name will be Adam Smith.7. He will publish his book, An Inquiry into the Nature
and Causes of the Wealth of Nation in 1776, the same year that the Declaration of Independence is
signed.

5. Make the sentences 1, 2, 6, 7 ( previously corrected) negative and interrogative.

6. Form Participle Il from the following verbs:

Assign, reverse, encourage, bring, make, allow, change, determine, reflect, limit, classify.

7. Find the correct translation of this sentence.




Economic environment is determined by the economic policies of the government.
a) ExoHOMiuHe HaBKONMIIHE cepenoBulle Oyae BU3HAYATHUCS EKOHOMIYHOIO IOJIITHKOIO
ypsny.
b) ExoHOMiuHE HABKOJIMIIHE CEPEIOBUIIEC BUBHAYAETHCS CKOHOMIYHOIO MOJITHKOIO YPSy.
¢) ExoHOMiYHE HABKOJHIIHE CEPEIOBHIIEC BU3HAYATOCS EKOHOMIYHOIO MOITHKOIO YPSIIY.

8. Use the verbs in brackets in the required tense and Voice.

1. Economic resources may (classify) as material resources and labour resources. 2. The prices
which play the coordinating role of the market mechanism (determine) through the interaction of
demand and supply. 3. Economic environment (determine) by the economic policies of the
government.4. The economic resources required to satisfy human wants (to be limit) and scarce. 5.
All businesses (produce) goods and services and seek profit.

to match

effective demand
maintenance

fixed capital investment
to single out
mixed

to split

non-profit making
amenity

natural monopoly
capital costs
disposable income

UNIT 2

MIPUBOAMTH BiAMOBIIHO JI0 YOTOCh, BUPIBHIOBATH
niiicHuii (pakTUUHMIA) TOTTUT
MiATPUMYBaHHS

BKJIaJICHHS JI0O OCHOBHOT'O KaIliTainy
BUJIUISATH, BUOMPATH

3MiITaHu}

TIUTATHA

HEKOMEPIIHHIH

00cITyrOBYBaHHS, 3pyYHOCTI
TIPUPOTHA MOHOTIOJIS

KalliTaJlbHi 3aTpaTH

YHCTUI MPHOYTOK

durable TpHBaJe KOPUCTYBAHHSI

1. Find the nouns and put them in alphabetical order.

2. Work with the a list of new words as in the example(students have to name words by heart)
Student A: scarce
Student B: raw materials

3. Find antonyms to the following words:
Profitmaking, discomfort, harm, uneconomic, different, reasonable, fall, low, fast, to spend.

4. Find the verbs and put them in alphabetical order.

5. Make up sentences with these verbs.

6. Find word combinations and make up sentences starting with phrase:
It is necessary...

7_.Read and translate sentences only with new lexis.
1. One of the functions of an economic system is to provide for maintenance and expansion of
fixed capital investment.
2. The ongoing reforms have drastically altered the environment in which Ukrainian’s enterprises
are operating now.
. Many countries operate a mixed system splitting the economy into public and private sectors.
4. Such activities as education and medical care are best operated as socially provided amenities
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for the benefit of all citizens.
5. The liability of shareholders is limited.
6. The value of all goods and services produced in the country is measured by gross domestic
product.
. These natural monopolies have, for economic, political, or social reasons...
8. People tend to spend increasing proportions of their disposable income on durable goods and
certain services.

~

8. Put the missing letters.
To ma..ch, ef..ctive, d.mand, ma..nt..nance, fixed cap,tal inv..stm..nt, to sin..le o..t, am..nity,
disp..sable, inc..me, d..rable.

9. Work in pairs. One student has to name all the words from word list he\she memorized
another student has to translate them.

Read and discuss the text. Single out the main facts and present them in a short review.
ECONOMIC SYSTEM
The functions of an economic system may be defined as follows:
a) to match supply to the effective demand for goods and services in an efficient manner;
b)to determine what goods and services are to be produced, and in what quantities;
c) to distribute scarce resources among the industries producing goods and services;
d)to distribute the products of industry among members of the community;
e) to provide for maintenance and expansion of fixed capital investment;
f) to fully utilize the resources of society.

Depending on how decisions are made and how the above functions are fulfilled different economic
systems can be singled out. Many countries like Britain, Sweden, and France operate a mixed
system (mixed economy) splitting the economy into public and private sectors.

In Britain, for example, about two-thirds of the economy and about five-sixths of commerce is
conducted by private firms. The remainder of the activities of the economy is conducted by socially
owned enterprises. Some, like the Army, Navy, and Air Force, are clearly the sort of institutions
that the state itself should control. Others have tended to be performed by the state because they are
nonprofit making, and as such are unlikely to be attractive to businessmen. Such activities as
education and medical care are best operated as socially provided amenities for the benefit of all
citizens.

In the commercial field certain goods and services are by their nature monopolies. Among these
natural monopolies are gas, electricity, and water supply. The capital costs of such enterprises are
too great for competition to be possible.

Transport is another natural monopoly. It would be uneconomic to run two railway lines from one
place to another, or two different sets of half-empty buses along a country road.

These natural monopolies have, for economic, political, or social reasons, come to be run in the
United Kingdom by nationalized institutions, or the municipal authorities, who provide the services
required at reasonable prices.

1. Answer the guestions.

What are the functions of the economic system?

What are the peculiarities of mixed system?

What kinds of institutions should be controlled by the state?

What are the fields of nature monopolies?

Is the transport natural monopoly? Why?

Do the natural monopolies include nationalized institutions, municipal authorities, which
provide the services required at reasonable price?
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2. Find in the text English equivalents for the following Ukrainian phrases:




MosxyTh OyTH BU3HAU€HI fIK; PO3NOJAUIATH PiAKI pecypcu; 3a0e3neuyBaTy 301IbIIEHHS BKIAIIB 10
OCHOBHOTO KaITliTajly; MIPOBOJIUTHCS MPUBATHUMHU (DipMaMH; PEIITa BHIIB AISUTBHOCTI TPOBOIATHCS
JepKaBHUMU MIANPUEMCTBAMH; OyTH NpPUBAaOIMBUMH il Oi3HECMEHIB; COLialbHO-TIepeaOayeHe
0o0cITyroByBaHHsI; OOCIYrOBYBaHHS Il KOPHCTI TPOMAasSH; 3aHAJTO BEJIHKI, I[00 KOHKYPEHIIiS
Oyra MoxkIKBa; 0ysi0 6 He €eKOHOMIYHO MPOKIAIATH.

3. Find and read sentences explaining the title of the text.

4. Find in the text sentences expressing such ideas.

1. The functions of an economic system are diverse.

2. The natural monopoly doesn’t provide competition.

3. We can single out different economic systems.

4. A mixed system splits the economy into two sectors.

5. a) Choose the word with the opposite meaning for the word underlined.

1. Others have tended to be performed by the state because they are profitmaking.

2. The capital costs of such enterprises are too little for competition to be possible.

3. Such activities as education and medical care are best operated as socially provided discomfort
for the_harm of all citizens.

4. It would be economic to run two railway lines from one place to another.

b) Choose the word with the similar meaning for the word underlined.
1. One of the functions of the economic system is to determine what goods and services are to be

produce.

a) to clear b) to define c) to look d) to find

2. A mixed system splits the economy into two sectors.

a) to subdivide b) to change c) to provide d) to require
3. It is necessary to_maintain and expand the fixed capital investment.

a) to keep up b) to bring up c) to produce d) to utilize

4. Different economic systems can be singled out.

a) be chosen b) be picked out c)be looked for d) be gathered

5. The first function of an economic system is to match supply to the effective demand for goods
and services in an efficient manner.
a) to involve b) to make c) to bring into accord d) to do

6. Match the words from a) with the words from b).

a) distribute b) monopoly

utilize amenities

conduct by demand

split sector

natural scare resources

capital the economy

effective costs

socially provided private firm

private

7. Make up sentences putting the words in the correct order.

1. Functions, as, may, defined, be, follows, economic, the, system, an, of.

2. It, necessary, is, to expand, fixed, to maintain, capital, and, the, investment.
3. It, very, is, the, resources, to utilize, of, important, society.

4. Singled, can, out, be, systems, economic, different.

5. Mixed, split, economy, private, into, public, sector, system, the, and.

6. In, field, certain, commercial, the, services, and, goods, are, their, by, monopolies, nature.
7. Is, natural, transport, another, monopoly.

8.Natural, come to be run, monopolies, by, institutions, nationalized, who, the services, provide,
required, price, at, reasonable.
8. Form nouns from the following verbs:




a) To maintain, to operate, to conduct, to perform, to compete, to grow, to combine, to achieve, to
pay, to employ, to regenerate.

Form adjectives from the following verbs:
b) To change, to understand, to value, to profit, to market.

9. Checking facts and ideas.

1. The main task of economic system work does not include the definition what goods and services
are to be produce.

2. The thought about fully utilizing the resources of society is false by itself.

3. In market economy such activities as supplying gas, electricity and water are conducted by state
—owned enterprises.

4. Natural monopolies including transport are controlled by the state.

10. Single out the main points of the text. Use the following opening phrases:
The text looks at (the problem of...)

The text deals with the issue of..

It is clear from the text that...

Among other things the text raises the issue of...

The problem of...is of great importance

One of the main points to be singled out is

Great importance is also attached to...

In this connection, I’d like to say...

It further says that...

I find the question of...very important because...

We shouldn’t forget that...

I think that...should be mentioned here as a very important...mechanism of... .

11. Divide the text into logical parts and give them titles.

12. Look at the scheme and give the examples of enterprises in your town. Answer the

questions.

Socially-owned enterprise Jiep>KaBHE MTiANPHEMCTBO

State-owned enterprise JIep KaBHE IiAMPHEMCTBO

Unitary state and municipal enterprises JIep’KaBHI Ta MyHILUIAIbHI YHITAPHI TiAMPUEMCTBA
To run an enterprise KepyBaTH IiIMPUEMCTBOM

To set up an enterprise OpraHi3yBaTH MiAIPUEMCTBO

Famlly owned }

Large-scale
State-owned
Enterp rise
Socially-owned Private

small } Public




1. What type of enterprise do you want to have?

2. Would you like to be a director of socially-owned enterprise? Why?

3. Is it difficult to run a large-scale enterprise?

4. What do you think, is it difficult to set up an enterprise? What is necessary for this process?

Grammar exercises

1. Form three degrees of comparison of adjectives and adverbs.

Low, high, great, fast, effective, efficient, attractive, good, bad, little, many, reliable, limited, soon,
quickly, often, slowly, much, well, significant.

2. Use the words in the brackets in the required form and translate the sentences.

1.

O~ wiN

The Government economic policies are directed towards the achievement of (high) and stable
levels of growth employment, enabling everyone to share in (high) living standards and (great)
job opportunities.

. Growth slowed during 1998, with a (slow) rise in domestic demand.

. Recent decades have generally seen the (fast) growth in the services sector.

. The level of productivity in the UK has been (low) than in many other industrialized countries.

. Spending on leisure pursuits and tourism, health and financial service have all shown

(significant) growth in recent years.

3. Form Participle | from the following verbs.

To go, to talk, to plan, to offer, to improve, to change, to starve.

4. Put the verbs in the Present Continuous and Past Indefinite where it is necessary.

1.
2.

No o hkow

9.

Good morning, ladies and gentlemen.

| (to go) to be talking this morning about a new product which we (to plan) to launch in two
month time.

It is called KOOL-OUT.

It is a lemon-flavoured drink.

As you remember we (to stop) producing lemonade two years ago.

Now we (to offer) a similar drink with an improved flavour, packaging and design.

In England an economist named Thomas R. Malthus saw that most of his countrymen (to
starve).

Malthus felt conditions could only get worse, because population (to increase) geometrically,
while food supplies (to increase) only slowly.

As the demand for fish goes up, the price goes up as well, because people (to will) to pay more.

a) Make 2" 6™ 7™ 8™ sentences negative and interrogative.

5. Translate sentences with Participle I.

1.

2.
3.

Adam Smith pictured farmers working long hours growing food to sell locally and to other
countries.

He pictured business people working long hours to make shoes, tools.

Smith believed that people would work hard if they knew they could make a lot of money by
doing so.

Knowing that their resources are limited, people make a decision how to allocate them in the
best possible ways.



UNIT 3

provision 3a0e3meveHHs

saver BKJIAJHUK

turnover 00OPOTHICTH

borrower MTO3UYATBHUK

to comprise BKJIFOYATH, OXOIUTIOBATH, yTPUMYBaTH
estimate OIIiHKA, KOIITOPHC

tax IOJaTOK

forecasting MIPOTHO3YBAHHS

intermediary MOCEPEHUK

economic entity eKOHOMIYHHIA CY0’ €KT

unit of government JepKaBHa OpraHi3aris

surplus HAJJIMIIOK

thrift institution olaJiHa YCTaHOBA

mutual fund B3aeMHil GoHA

financial flows (hiHAHCOBI TIOTOKH

encouragement MATPUMKA, CTUMYJTIOBaHHSI, 320X0UEHHS
implementation 31 iCHEeHHS

adequate planning PO3yMHE TTaHYBaHHSI

1. Find the nouns in the word list and put them in alphabetical order.

2. Work with the a list of new words as in the example(students have to name words by heart)
Student A: scarce
Student B: raw materials

3. Find antonyms to the following words.
Deficit, punishment, unreasonable, mistaken, absence, secondary, insignificant, finish, war, owner,
convenient.

4. Find the verbs and put them in alphabetical order.

5. Make up sentences with these verbs.

6. Find the word combinations and make up sentences starting with the phrases:
I know..., It is very important to...

7. Read and translate sentences only with new lexis.

1. Firms, households and units of government get the funds they need and put surplus funds to

work through the network of institutions.

Finance comprises two parts: public finance and finance of economic entities.

Local authorities have the right to levy local taxes independently.

The budget process includes all activities of government bodies.

The executive branch is responsible for the preparation and execution of the budget.

Savers and borrowers are connected by financial intermediaries, including banks, thrift

institutions and etc. .

Budget revenues are formed and distributed at different levels.

. Itis a collective term for the financial flows.

9. Adequate planning of recurrent and capital expenditure depends on an accurate forecast of
revenue availability.

ok wn
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8. Put the missing letters.
Prov.s..n, tu..n..ver, econom..c ent.ty, su..pl..s, b..rrower, interm..d..ry, t..r..ft instit....n, m..tual
f..nd, c..mpr..se, enco..rag..ment, impl..m..ntat...n, fo..casting, ade....ate pl..nning.




9. Work in pairs. One student has to name all the words he\she memorized from the word list
another student has to translate them.

Read the text and find out its main ideas.

FINANCE AND FINANCIAL SYSTEM

Finance is the provision of money at the time when it is needed. It is a system of monetary relations
leading to formation, distribution and use of money in the process of its turnover between economic
entities.

The financial system is the network of institutions through which firms, households and units of
government get the funds they need and put surplus funds to work.

Savers and borrowers are connected by financial intermediaries including banks, thrift institutions,
insurance companies, pension funds, mutual funds, and finance companies.

Finance in an economic system comprises two parts: public finance and finance of economic
entities.

Public finance is the provision of money (by the community through taxes) to be spent by* national
and local government authorities on projects of national and local benefit. It is a collective term for
the financial flows and also the financial institutions of the public sector.

Public finance has the following four functions: a) the provision of essential services; b) the
encouragement or control of particular sectors of the economy; c¢) the implementation of social
policy in respect of social services, and d) the encouragement of the growth of economy as a whole.

The major instrument of any financial system is the budget. In a market-oriented economy, the
budget is the most important tool for achieving national priorities and goals through the allocation
and distribution of resources, and the maintenance of a stable macroeconomic environment.

The budget is an estimate of national revenue and expenditure for the ensuing fiscal year. When
expenditure exceeds the revenue the budget has a deficit.

Revenue and expenditure forecasting is the most fundamental step in the process of budget
preparation. Adequate planning of recurrent and capital expenditure depends critically on an
accurate forecast of revenue availability. The determination of the expected overall deficit in the
public sector and therefore the macroeconomic impact of fiscal policy requires accurate forecast of
tax collection and expenditures.

The Ministry of Finance (MoF) is the central coordinating institution in charge of compiling and
presenting the budget. It has major inputs from? ministries in various sectors of the economy and
the state tax bodies.

Words you need:
1.Money to be spent on — korurry, 110 MiAyTh HA
2. It has major inputs from-Bono oTpumye 0CHOBHY iH(pOpMAILitO Bij. ..

Exercises

1. Answer these guestions:

1. What is finance and financial system?

2. What parts does finance comprise?

3. What functions does public finance perform?

4. What is a country's budget?

5. What does the process of budget preparation include?

2. Find in the text English equivalents for the following Ukrainian phrases:

HananHus ¢iHaHCOBHMX KOIITIB; CHCTEMa TPOIIOBUX BITHOIICHb, CTBOPCHHSI, PO3MOIUICHHS Ta
BUKOPUCTaHHSA KOIITIB; OOOPOT KOWITIB MK Cy0’€KTaMH EKOHOMIKH; Mepeka OpraHizamiid:
MIPUMYCHUTH 3aiiB1 KOIITH MpaIoBaTH; OyTH 3B’ s3aHUMHU (HIHAHCOBUMHM MOCEPETHUKAMU: BKIFOYATH
JIBl CKJIQJ0BI YAaCTHHHU; 3JIACHEHHS COLIaJbHOI MOJITUKH, OCHOBHHM I1HCTPYMEHT (iHAHCOBOI




CHUCTEMH; pO3paxyHOK MPUOYTKIB Ta BUAATKIB; MIATOTOBKA OIO/KETY; TUIAHYBAHHS MOTOYHUX Ta
KamiTaTbHUX BUIATKIB; MAKPOCKOHOMIYHHUIA BIUIMB Ha OFO/PKETHO-TIOJIATKOBY TOITHKY.
3. Find and read sentences explaining the title of the text.

4. Find in the text sentences expressing such ideas.

1. Finance — the function in a business responsible for acquiring funds for the firm, managing
funds within the firm, and planning for the expenditure of funds on various assets (economic
resources owned by a firm, such as land, building and machinery).

2. Financial intermediaries help savers and borrows receive the funds.

3. Public finance is used by national and local government authorities on projects of national and
local benefit.

4. Budget plays an important role in the financial system.

5. Budget preparation is impossible without revenue and expenditure forecasting.

5. Find antonyms for the words underlined.

1. When expenditure exceeds the revenue the budget has a benefit.

2. One of the functions of public finance is the punishment or control of particular sectors of the
economy.

3. The secondary instrument of any financial system is the budget.

4. Adequate planning of recurrent and capital expenditure depends on a mistaken forecast of
revenue availability.

b)_Find synonyms for the words underlined.

1. Finance is a provision of money at the time when it is needed.

a) supplying b) delaying c) planning d) forecasting

2. Savers and borrowers are connected by financial intermediary.

a) baker b) cooker ¢) middle-man d) dancer

3. The budget is the most important tool for achieving national priorities and goals.

a) target b) purpose c) task d) end

4. The budget is an estimate of national revenue and expenditure for the ensuing fiscal year.
a) idea b) appraisal c) agent d) protection

5. Revenue and expenditure forecasting is the most fundamental step in the process of budget
preparation.
a) explaining b) discussing c) prediction d) predisposition

6. Think of the verbs that are most commonly used with:

a) money, policy, services, goals, priorities, resources, expenditure, revenue, budget, tax,
responsibilities, principle, data, law, deficit, funds, assistance.

b)Think of the nouns that are most often used with:

to comprise, to provide, to distribute, to encourage, to implement, to achieve, to allocate, to
maintain, to forecast, to plan, to determine, to prepare, to share, to hand down, to contradict, to
influence, to pass, to grant, to execute, to benefit.

c¢) Form nouns from the following verbs.

To provide, to form, to distribute, to connect, to encourage, to implement, to achieve, to allocate, to
maintain, to estimate, to prepare.

d) Form adjectives from the following words.

Finance, nation, fundament, success, science, to suit, to create.

7. Match the words from (a) with the words from (b)

a) to make b) funds

to approve provisions
to provide payments
to formulate expenditure
to cut revenue

to cover deficit

to provide for proposal

to consider budget



8. Make up sentences putting the words in the correct order:

Finance, it, needed, is, at, the, money, of, time, the, provision is.

The, is, budget, an, national, estimate, and, revenue, expenditure.
Budget, is, system, the, of, instrument, financial, the, major.

Savers, are, financial, connected, intermediaries, by, borrowers, and.
Finance, two, economic, an, system, in, comprises, parts.

When, the, revenue, expenditure, the, budget, exceeds, has, deficit, a.
The, Ministry, is, the, central, of, coordinating, Finance, institution.
Public, is, finance, used, national, by, local, government, authorities, and.
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9. Checking facts and ideas.
1. An accurate forecast of revenue availability determines the adequate planning of recurrent and
capital expenditure.
2. The budget has a deficit, when expenditure is higher than the revenue.
3. Public finance and finance of economic entities are two parts of economics.
4. Finance of economic entities is the provision of money to be spent by national and local
authorities.
5. The encouragement of the growth of economy as a whole is one of the function of
budget.

10. Single out the main points of the text. Use the following opening phrases:
The text looks at (the problem of...)

The text deals with the issue of..

It is clear from the text that...

Among other things the text raises the issue of...

The problem of...is of great importance

One of the main points to be singled out is

Great importance is also attached to...

In this connection, I’d like to say...

It further says that...

I find the question of...very important because...

We shouldn’t forget that...

I think that...should be mentioned here as a very important...mechanism of... .

11. Divide the text into logical parts and give them titles.

Grammar exercises
a) Supply the articles where necessary.
b) Write down 3-5 questions about the text.
c) Open the brackets putting the verbs in the correct form.

THE WORLD'S MAJOR FINANCIAL CENTRE
The financial heart of England (to be) the City. It (to be) ... square mile in London on the bank of ...
Thames. In the centre there (to be) the Bank of England, and the head offices and foreign
departments of other English banks.
It is ... home of commodity, financial, and insurance markets that (to be) all concentrated in the
narrow streets, which form the financial core of... City.
The position that the City holds is due in no small measure to the integrity of its members. The City
(to be) jealous of its honour, punctilious in fulfilling its obligations and, where deals of thousands of
pounds (to be) made merely by a word, is proud to make its word its bond.
The population of the City (to be) almost entirely ... daytime one. Each morning about half a million
people come in from north, south, east and west, and then as evening comes and business finishes
they hurry home by ... train, bus, car or ... underground. Prior to 1914 this population (to be) almost
completely
... male one, with top hat, black tail coat, black and white striped trousers, stiff-fronted shirt and stiff



white collar. Two wars have changed all that. There (to be) probably as many women employed in
the City as there are men these days.

From ... earliest times the City has been ruled by its own elected Lord Mayor and Aldermen, and to
this day ... king or queen of England may not pass the bounds of the City until he or she has had
permission of ... Lord Mayor, and then he or she comes only as ... guest.

Generally speaking, the City performs four financial functions:

a) the City gathers in ... country's savings and provides channels and machinery for their investment;
b) it provides ... safe, speedy and convenient means of payment without the actual use of banknotes
or coins;

c) through the medium of... Foreign Exchange Market it makes it possible to exchange one currency
for another;

d) it provides the organization to finance, transport, and insure foodstuffs, manufactures and raw
materials on their way from producer to consumer.

Words you need:

core ceplieBrHA
jealous of its honour SIKAI PETENbHO 3aXHIIA€ CBOIO YECTh
punctilious ITyHKTYJIbHAN
bond 30008’ sI13aHHS
stiff HAKPOXMaJICHU
striped cMyracTuit
bound TPaHHUISL
medium 3acib
UNIT 4
expectations BHUIM HAa MaiiOyTHE, OUiKyBaHHS
compile CKJIaZiaTH
cash roTiBKa
expenses BHUJATKHU, BUTPATHU
projection NPOEKTYBaHHS, TUIAH
assets AKTUBH, KamiTau, Gouau
to occur BigOyBaTHCS
disbursement oruiaTa, Cyma, siKy CIIaueHo
master budget TTiICYyMKOBHH OIOKET
cash budget KacOBHH OIOIKET
capital budget OIOKET KaliTaJIOBKIaAE€Hb

1. Find the nouns in the word list and put them in alphabetical order.

2. Work with the a list of new words as in the example(students have to name words by heart)
Student A: scarce
Student B: raw materials

3. Find the word combinations and make up sentences starting with the phrases:
I know..., It is very important to...

4. Read and translate sentences only with new lexis.

1. Most firms compile yearly budget from short-term and long-term financial forecast.

2. If there is no such audit, accounting statements would be less reliable.

3. The capital budget concerns itself with the purchase of such assets as property, buildings, and

equipment.

Taxes represent an outflow of money from the business and must be paid.

Most organizations will have a manager in charge of financial operations.

. An operating budget is the projection of dollar allocations to various costs and expenses needed
to run or operate the business, given projected revenues.

7. A cash budget is the projected cash balance at the end of a given period.

oo



8. A manager cannot be effective at finance without understanding accounting.

9. Accounting and finance — the two go together like bread and butter.

5. Put the missing letters.

Exp..ct..tion, c..mp..le, exp..n..es, pro..ect, as..ets, to oc...ur, disb...rs..ment, b..dg..t.

Read the text and find out its main ideas.

DEVELOPING BUDGETS.

A budget is a financial plan. Specifically, a budget sets forth management's expectations for
revenues and, based on those financial expectations, allocates the use of specific resources
throughout the firm. You may live under a carefully constructed budget of your own. A business
operates in the same way. A budget becomes the primary basis and guide for financial operations in
the firm.

Most firms compile yearly budgets from short-term and long-term financial forecasts. There are
usually several budgets established in a firm:

¢ An operating budget
¢ A capital budget

¢ A cash budget

¢ A master budget

An operating budget is the projection of dollar allocations to various costs and expenses needed to
run or operate the business, given projected revenues. How much the firm will spend on supplies,
travel, rent,

advertising, salaries, and so forth is determined in the operating budget.

A capital budget highlights the firm's spending plans for assets whose returns are expected to occur
over an extended period of time (more than one year). The capital budget primarily concerns itself
with the purchase of such assets as property, buildings, and equipment.

A cash budget is the projected cash balance at the end of a given period (for example monthly,
quarterly). Cash budgets can be important guidelines that assist managers in anticipating borrowing,
debt repayment, cash disbursements, and short-term investment expectations. Cash budgets are
often the last budgets that are prepared.

A master budget ties in all the above-mentioned budgets and summarizes the proposed financial
activities of the firm.

Clearly, financial planning plays an important role in the operations of the firm. This planning often
determines what long-term investment to make, when specific funds will be needed, and how the
funds will be generated. Once a company has projected its short-term and long-term financial needs
and established budgets to show how funds will be allocated, the final step in financial planning is
to establish financial controls.

Exercises

1. Answer the guestions.

What is the budget?

In what ways do short-term and long-term financial forecasts differ?
What is the organization’s purpose in preparing budget?

Can you identify at least three different types of budget?

What is an operating budget?

What is a capital budget?

What is a cash budget?

What is a master budget?

What is the role of financial planning?
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2. Find in the text English equivalents for the following Ukrainian phrases:

dinancoBuil T1aH; GiHAHCOBI BUIM HA MalOYTHE; PETEIbHO CIUIAHOBAHUM OIOIKET; KEPIBHHUIITBO
s (piHAaHCOBOT MISTBHOCTI; CKJIAaJaTH pIYHUN Oro/KeT; (iHAHCOBI MPOTHO3M; BH3HAYAETHCA
pobounM OO KETOM; KacOBUW OIO/PKET, BCTAHOBIICHHS (DiIHAHCOBOT'O KOHTPOJIIO; BijOyBaTHCS Ha
MPOTSI31 TPUBAIOTO MIEPiOyY Hacy.

3. Find and read sentences explaining the title of the text.

4. Find in the text sentences expressing such ideas.

IS

6.

Financial planning of firm’s activity is a budget.

Budget is based on the future revenues.

Firms have possibility to compile two types of financial forecasts.

Operating budget includes current expenses

Capital budget is the spending plan for capitals, which must be compensated over an extended
period of time.

Master budget is the financial plan that summarizes the operating, capital and cash budget.

5. Find synonyms for the words underlined.

1. A budget sets for management’s expectation for revenues.

a) reimbursement b) income C) money d) expenses
2. A business operates in the same way.

a) work b) go C) jump d) run

3. Most firms compile yearly budgets from short-term financial plan.

a) make b) do C) compose d) draw

4. Cash budget assists managers to work.

a) help b) do c) destroy d) prevent
6. Match the words from (a) with the words from (b)
a) Financial b) Resources
Management’s Budget

Specific Plan

Operating Expenses

Cost and Balance

Cash Expectation

Given Managers

Assist Period

Debt Disbursements
Cash Repayment
Long-term Step

Final Investment

7. Make up sentences putting the words in the correct order:

You, of, constructed, a, carefully, own, budget, live, may, under, your.

A, way, operates, in, same, the, business.

Most, from, firms, short-term, long-term, and, compile, yearly, financial, budget, forecast.
Operating, includes, budget, expenses, current.

Capital, includes, long-term, budget, capital, investment.

A, is, projected, budget, cash, at, end, the, balance, given, cash, the, of, a, period.
Financial, plays, plan, role, an, important.
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8. a) Form nouns from the following verbs and translate them.

To lead, to offer, to fear, to challenge, to develop, to agree, to invest, to model.

b) Form adjectives from the following verbs and translate them.

To remark, to change, to exchange, to understand, to value, to vary, to profit, to market.



9. Checking facts and ideas.

Final step in financial planning is to establish financial control.

A cash budget includes current expenses on supplies, travel, rent, advertising, salaries.
A master budget summarizes the proposed financial activities of the firm.

Any firm can operate without compiling a budget.

A capital budget directs to the receiving of profit from long-term capital investment.
Financial planning shows how to allocate funds to get revenue.

ok wdE

10. Complete the sentences: rearrange them to get a summary of the text.
1. Financial plan is....
2. Your family has the own...
3. The guide for financial operations of the firm is a...
4. The projection of money allocation to various costs and expenses, which are necessary for
running or operating the company, is the...
5. The spending plan for assets whose return are expected to occur over the extended period of
time is..
6. The projected cash balance at the end of a given period is...
7. The financial plan, including three types of budget is...
8. It determines what long-term and short-term investments to make.

11. Single out the main points of the text. Use the following opening phrases:
The text looks at (the problem of...)

The text deals with the issue of..

It is clear from the text that...

Among other things the text raises the issue of...

The problem of...is of great importance

One of the main points to be singled out is

Great importance is also attached to...

In this connection, I’d like to say...

It further says that...

I find the question of...very important because...

We shouldn’t forget that...

I think that...should be mentioned here as a very important...mechanism of... .

12. Divide the text into logical parts and give them titles.

13. Imagine that you are a president of corporation. Choose the right type of budget and
explain your choice and stages of approving the budget. What can you say about each type of

budget?

To approve the budget CXBaJIMTH, 3aTBEPAUTH OIOKET
To consider the budget PO3IIISIIATH OOKET

To draw up the budget MiArOTYyBaTH OFOJIKET

To endorse the budget 3aTBEPIUTH OOKET

To execute the budget BUKOHYBATH OFO/IKET

Reading of budget

<>
Budget
—



Grammar exercises

1. Fill in the gaps with the necessary prepositions.
For, of, in, on, of, on, of

1. A budget becomes a guide...financial operations in the firm.

2. You may construct budget...your own.

3. A business operates .. the same way.

4. Operating budget determines how much the firm will spend...supplies, travel, and rent.

5. The future growth...the whole world depends... the grows...entrepreneurship throughout
the world.

6. The US government could promote investment... giving tax breaks.

2. Use the correct verb form.

1. Financial planning (to play) an important role in the operation of the firm.

2. The finance manager must also be sure, that the company (do not) lose so much money to bad
debts.

3. This function (to be) critical to all types of business.

4. Chrysler Corporation (to have) a lot of problems in late 1970s.

5. We (to be) future financiers.

6. Taxes (to represent) an outflow of cash from the business and must be paid.

UNIT 5
to be treated TPaKTyBaTHCSI
offsetting changes 3MiHH, 5IKi KOMIIEHCYIOTh
excessive HaIMipHUit
to roll forward MEPEHOCUTH
to negotiate BECTH TIEPErOBOPH
to facilitate TIOJICTIIYBATH, CIIPUSTH
to impact BILUINBATH
to levy 00KJIaIaHHsI TI0J]ATKOM, CTSTYBaHHS
fine TeHst, mrpad
donation J1ap, TPOIIOBE TTOKEPTBYBAHHS
to outlay BUTPadyBaTH
requited 3BOPOTHHI
multiyear budget GaraTopiuHuii OI0KET

1. Find the nouns and put them in alphabetical order.

2.Work with the a list of new words as in the example(students have to name words by heart)
Student A: scarce
Student B: raw materials

3. Find the verbs and put them in alphabetical order.

4. Make up sentences with these verbs.

5. Read and translate sentences only with new lexis.

A lot of countries have multiyear expenditure plans.

Capital revenues are classified by the type of asset sold.

Each year the government reviews and rolls forward the Fiscal Plan.

Some non-tax revenues are classified by the nature of inflow, such as income from government
property, fines and donations.

The transition economies needed to create basic market based institutions.

On the expenditure, outlays are classified by the responsible institution or organization.
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6. Put the missing letters.

Of...set, neg..ti...te, exce..sive, faci...te, don..on, re...u...ted, out...y, rol.., lev..., f.ne.

Read the text and say what you know about the use of multiyear budgeting and budget classi-
fication.

MULTIYEAR BUDGETING AND TYPES OF BUDGET CLASSIFICATION

It has become quite common for ministries of finance around the world to practice some variety of
multiyear budgeting. For example, Canada, Germany and the United Kingdom all have multiyear
expenditure plans which get reviewed and approved every year. In these countries, the starting point
for the next year's budget is the expenditure level approved for this year in the multiyear
expenditure plan. Any changes to these previously approved levels have to be treated as additions to
the budget, to be financed by raising total spending or by making offsetting changes in other
programs. In Germany, the annual budget is integrated in a multiyear financial plan, which is
presented to parliament at the same time the annual budget is presented.

The most important objective of the multiyear financial plan is to monitor the possible existence of
excessive demands on public resources.

In Canada, each year the federal government reviews and rolls forward the Fiscal Plan which
comprises in more detail the current fiscal year and three more years. Each spending unit develops
its own multiyear expenditure plan with the levels needed to keep the current level of services
running for the next three years, which are then negotiated with the Treasury Board.

In the United Kingdom, the multiyear public expenditure survey also covers the next three fiscal
years.

Even when they do not have multiyear expenditure plans other countries carry out forecasts of the
financial consequences of current expenditures (for example, the future liabilities implied by
increases in pension plans) or capital investment projects (such as future expenditure on
maintenance and operation). For example, in Denmark, there is an appendix to the annual budget
showing the expenditure level for the next three years.

A system of budget classification enables the myriad government operations and transactions to be
organized into relatively homogeneous categories that facilitate the analysis of the impact, nature,
and composition of revenues, expenditures, and other financing activities of government.

On the revenue, taxes are classified by the type of activity on which the tax is levied (income, sales,
property and so on). Other current non-tax revenues are classified by the nature of the inflow, such
as income from government property, sales proceeds, fines, and donations. Capital revenues are
classified by the type of asset sold.

Grants are distinguished by whether they come from domestic or foreign governments and
international institutions and whether they are for current or capital purposes.

On the expenditure, outlays are frequently classified by the responsible institution or organization.
The two most useful types of classifications of government expenditures are the functional
classification and the economic classification.

In functional classification, expenditures (and lending) are classified according to the main purpose
or function, such as defense, education, and health. The three-level Classification of the Functions
of Government published by the Statistical Office of the United Nations is commonly accepted. The
value of functional classifications is that they permit analysis of trends in government expenditures
even when the organizational structure of government changes.

The economic classification groups expenditures into current and capital and by whether they are
requited or unrequited; if requited, for what kind of goods and services, and if unrequited, by the
type of person or institution receiving the payment. The objective is to show the kinds of
transactions through which the government performs its functions and their impact on markets,
financial conditions, and the distribution of income. These transaction categories are wages and
salaries, purchases of goods and services, interest on the debt, subsidies to enterprises, transfers to
households and other governments, and lending.

One of the most useful ways to analyze government outlays is by means of a cross-classification by
economic character and function. This classification reveals the means by which government




performs its functions and the impact these activities will have on the rest of the economy.
Words you may need:

functional classification ¢byHKIiOHATbHA KIacH(ikaltis

economic classification eKOHOMIiYHa Kiacubikaris

cross-classification nepexpecHa Kiacudikaris
Exercises

1. Answer the questions:
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2.

. How often are the multiyear expenditure plans reviewed and approved?

. What is the starting point for the next year’s budget?

. How can we call changes to the previously approved levels?

. What is the most important objective of the multiyear financial plan?

. What are the differences between the multiyear financial plan of Germany, Canada and Great

Britain?

. What is the aim of budget classification system?

. How are taxes classified?

. What are the most useful types of government expenditures classification?
. What are the differences between functional and economic classifications?

Find and read sentences explaining the title of the text.

3. Find in the text sentences expressing such ideas.

1.

2.

No ok

8.

The future budget for the current year starts from the approving of the expenditure level for this
year in the multiyear expenditure plan.

Canada and Great Britain have the same approaches to the working at the multiyear expenditure
plan.

The forecasts of the financial consequences of current expenditures can substitute the multiyear
expenditure plan.

A system of budget classification facilitates the financing activities of government.

All types of taxes have their own classifications.

The aim of functional classification is to analyze the trends in government expenditures.

The objective of economic classification is to show the kinds of transaction through which the
government performs its functions.

These two classifications help to analyze government outlays.

4. Each sentence has a word underlined, replace it by the antonym with the help of prefixes

un, dis.

PobhRE

It has become common for ministries of finance to practice some variety of multiyear budgeting.
All have multiyear expenditure plans which get reviewed and approved every year.

In Germany, the annual budget is integrated in a multiyear financial plan.

The objective of the multiyear financial plan is to monitor the possible existence of excessive
demands on public resources.

The three-level Classification of the Functions of Government published by the Statistical
Office of the United Nations is commonly accepted.

5. Match the words from a) with the words from b).

a) The starting b) Levels
Approved Budget
Offsetting Financial plan
Annual The analyses
Multiyear Activities
Facilitate Point
Financing Changes
Type Of activity
Non-tax Of the inflow

Nature Classification



Functional Of income
Distribution Revenue

6. Make up sentences putting the words in the correct order.

1. A, budget, of, facilitates, classification, the, system, financing, of, government, activities.

2. The, objective, classification, of, economic, is, show, to, kinds, the, at, through, transaction, the,
government, which, its, functions, performs, of, the.

3. The, aim, multiyear, of, plan, the, is, monitor, to, possible, the, of, excessive, on public,
demands, resources.

4. Capital, of, sold, by, type, the, asset, are, revenues, classified.

. On, taxes, the, revenue, classified, by, are, of, activity, the, type, which, on, is, the, tax, levied.

6. Countries, do, multiyear, not, have, which, budget, out, carry, of, the, financial, forecasts,
consequences, expenditures, of, current.

7. Qutlays, classified, the, by, are, institutions, responsible, or, organization.

8. These, categories, wages, are, transaction, salaries, goods, of, purchases, debt, on, the, interest.
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7. Form nouns from the following verbs:

To treat, to negotiate, to facilitate, to donate, to outlay, to review, to approve, to monitor, to exist, to
maintain, to classify, to operate, to transact, to compose, to accept, to pay, to perform, to distribute,
to analyze.

8. Checking facts and ideas.

1. It should be stressed that country can’t develop successfully without multiyear budget.

2. The annual budget must be reviewed and approved.

3. In Germany, the annual budget is integrated in a multiyear financial plan and it is presented to
parliament before the studying of multiyear plan.

4. It would not be true to affirm, that forecast of the financial consequences of current expenditures
is the same as a multiyear financial plan.

5. A system of budget classification has only a theoretical meaning and nothing else.

6. Functional classification has the same theoretical meaning as economic classification.

9. Single out the main points of the text. Use the following opening phrases:
The text looks at (the problem of...)

The text deals with the issue of..

It is clear from the text that...

Among other things the text raises the issue of...

The problem of...is of great importance

One of the main points to be singled out is

Great importance is also attached to...

In this connection, I’d like to say...

It further says that...

I find the question of...very important because...

We shouldn’t forget that...

I think that...should be mentioned here as a very important...mechanism of... .

10. Divide the text into logical parts and give them titles.

11. Prepare the short talk on the following.

1. Do many countries face fiscal problems? What causes these problems?

2. What measures should countries seeking to overcome fiscal problems take?
3. Do many countries operate fiscal federalism? What about Ukraine?

4. What types of Budget Classification are used by economists?

5. What is multiyear budgeting practiced in some countries?




Using the scheme give the types of budget classification.

Analysis of Budget Nature
the impact
Non-tax
. Government i
Functional Compositions revenue
expenditures
of revenues
Tax
Economic revenue
.
A

y
By the type
of assets
sold
N §

Grammar Exercises

By the
nature of

the inflow

1. a) Fill in each gap with a suitable word from the box.
repaid  supply  occur reliance  adversely
reduced leads bank limit

b) Find in the text Participle | and the ing-form of a verb. Define their functions in the
sentences.

¢) Sum up the text in 5-7 sentences and present your summary in class.

FINANCING THE DEFICIT
Since the early 1970s quite a number of countries have been experiencing serious financial
problems which have caused growing budget deficits.
Trying to find solutions to swollen budget deficits, governments undertake austerity programmes,
work out harsh budgets, implement macroeconomic stabilization, establish priorities for
government spendings, analyse effects of different ways of financing their budget deficits.
In principle, budget deficits may be..... by borrowing from domestic bank and nonbank sources,
and from the rest of the world. Excessive.... on any of these methods of finance may be dangerous
because:
* Government borrowing from the central....directly affects the monetary base and the money.......
Excessive growth in the money supply leads to high inflation rates and balance-of-payments
problems.
* Substantial borrowing from the nonbank sector may ....affect the structure of demand and growth
potential. In particular, this borrowing may.....the availability of resources to finance private
investment. Such "crowding out" of private investment may....through the impact of government
borrowing on domestic interest rates.
e Reliance on external finance....to the accumulation of debt, which needs to be serviced and
eventually.......
A prudent fiscal policy permits a public deficit, but it must be maintained at a level consistent with
other macroeconomic objectives: controlling inflation, promoting private investment, and
maintaining external credit worthiness.



Words you may need:

austerity programme porpama *)0pCcTOKOi eKOHOMIT
harsh KOPCTKHH, CyBOPHIA
"crowding out" BUTHCHEHHS [TPUBAaTHUX 1HBECTHLH JIep>KaBHUMH BUTpaTaMH

2. Translate these sentences containing Gerund and the ing-form of a verb (BimmiecaiBHuii

iMEHHHUK)

1. The output can be increased by raising labour productivity.

2. Any changes to these previously approved levels have to be treated as additions to the budget, to
be financed by raising total spending or by making offsetting changes in other programs.

3. The discussing of this complex project will take much time.

4. The OPEC is an international organization established for the purpose of regulating quantities of
oil sold.

5. In a command economy, the central planning requires large capital investments.

UNIT6
to enable HaJ1aBaTH MOKITHBICTh
coin MOHeTa
bill OaHKHOTA
currency BJIIOTA, TPOILI
account PaxyHOK
deposit BKJIA[l, ICTTO3UT
to store 30epiratu
to measure BHMIPIOBATH
transaction yroja
demand deposit 0e3CTPOKOBHIA BKJIA]T
to withdraw BUITYYaTH, 3a0UpaTh
the supply 3amac

1. Find the nouns and put them in alphabetical order.

2. Work with the a list of new words as in the example(students have to name words by heart)
Student A: scarce

Student B: raw materials

3. Find antonyms to the following words:

To spend, to give, to buy, quickly, to build, to receive, similar, possible, heat, ancient, rare.

4. Find the verbs and put them in alphabetical order.

5. Make up sentences with these verbs.

6. Find word combination and make up sentences starting with the phrase:
It is necessary...

7. Read and translate sentences only with new lexis.

Money has not always been the coins and paper bills known to us.

The widespread use of debt and equity is a way of obtaining capital.

Money serves as a measure of relative value.

It is in terms of money that we think of value.

These items include time deposits, from which funds can be withdrawn.

To define money as currency would be considered too narrow for most economists.
Money enables us to function in society and to have the thing we need to survive.
Money has three basic functions.
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8. Put the missing letters.
To ..n..ble, bil, c..r..enc.., c..n, ac...nt, withd...w, d..p..sit, to m..sure, tr..s..tion.

Read the text and give main characteristics and functions of money.

CHARACTERISTICS OF MONEY

Money is anything is commonly accepted as a means of paying for the goods and services
individuals need and want. Money enables us to function in society and to have the thing we need to
survive - things such as housing, food, clothing, transportation, heat and water.

Money has not always been the coins and paper bills known to us. Trough out history various things
of value have been used as money. For example, in many parts of the ancient world, salt was used
as money because it was rare and necessary to life. Among many early cultures, furs or pelts were
used as money. Eventually valuable metals became the most common type of money; in fact, gold
coins were used as money in the United States as recently as 1933.

Currency, which is dollar bills and coins, fits most of the definition of money. However, checks are
accepted payment for purchases, and checking account deposits are considered money and not
currency.

To define money as currency would be considered too narrow for most economists.

Money has three basic functions. It serves as a medium of exchange, as a measure of relative value,
and as a store of value.

As a medium of exchange, money enables two individuals to exchange without having to barter;
that is the carpenter doesn't have to build a step for the grocer every time he wants a carton of milk.
The carpenter can build steps or anything else for anybody, receive money for his services, and use
the money to purchase milk from the grocer. The grocer can in turn use the money received from
the carpenter and others to purchase a suit from the tailor.

As a measure of relative value, money allows two dissimilar items to be purchased on a similar
base. It is in terms of money that we think of value. How many cartons of milk should the grocer
pay for a suit? If asked that question, you might ask, how much is a carton of milk worth? And how
much is the suit worth? You would want to define the exchange in terms of the relative value of the
two items and would use the value in dollars (money) to determine how many cartons of milk it
should take to buy a suit. Money helps to think of different things in terms of a common value base.

As a store of value, money makes it possible for us to hold onto the value over time. If the grocer
would have to hold the value of his milk in milk, he could not hold it for long because it would
spoil. If he sells the milk and gets money for it, he can hold the money until he wishes to purchase
something.

To measure the money supply, we measure the amount of money in the economy. However, what to
measure is a problem. Should someone’'s home be considered money? After all, it can be sold for
cash.

To understand the money supply you have to first understand the concept of liquidity.

Liquidity is simply a measure of how quickly an item can be converted to cash. Obviously the most
liquid item is cash itself, since it does not need to be converted. However, many other items
approach cash in liquidity because they function as cash in many transactions. These items include
demand deposits, against which checks can be written or from which funds can be withdrawn; time
deposits, from which funds can be withdrawn; and money market funds, which can be immediately
sold for cash.

Exercises
1. Answer the guestions.
1. What do we understand under the term “money”?
2. What does money do for people?
3. What were the analogues of money?




4. What do we understand under the term “currency?”’

5. What are the functions of money? Describe them.

6. What is liquidity?

7. Money is said to have a time value. What exactly does it mean?

2. Find in the text English equivalents for the following Ukrainian phrases:
3aranpHONPUUHATHI; 3aci0 CIjiaTH; TpoIIi HAJal0Th HAM MOXKIIMBICTB, Ha MPOTA31 yciel icTopii;
cepen 6aratboxX paHHIX KyJbTyp; XyTpa Ta IIKipa; KOIITOBHI METaIM; CIIaTa, sIKa MPUHHATA; 3aci0
oOMiHy; BUMIpIOBaHHS BiJHOCHOi BapTOCTi; 3aci0 HAKONUYyBaHHS;, OTPUMATH TPOLIl 3a CBOI
MOCITyTH; MOXKE Yy CBOIO 4epry; ABOM pIi3HMM TOBapaM; Ha OJHAKOBi OCHOBi; I'pOIIOBa Maca;
KUTBKICTh TPOIIEi; KOHLIEMIIis JIIKBITHOCTI; 6€3CTPOKOBHI BKJIAI; TEPMIHOBHIA ACTIO3UT.

3. Find and read sentences explaining the title of the text.

4. Find in the text sentences expressing such ideas.
Money helps us to live in a society.

Money can take different forms of expressing.

We can’t define money as currency.

Money may serve as a medium of exchange.
Money expresses the store of value.

Liquidity helps us to understand the money supply.
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5. Find antonyms for the words underlined.

1. Money gives us the things we need to die.

a) to use b) to survive c) to determine d) to define

2. If the grocer would have to spend the value of his milk in milk, he could not hold it for long
because it would spoil.

a) to pour out b) to freeze c) to store d) to drink
3. These items include demand deposits from which funds can be given.
a) taken b) stolen c) withdrawn d) painted
4. The carpenter could give money for his services.
a) to choose b) to change C) to receive d) to keep
5. The tailor could buy a carton of milk from the grocer.
a) to purchase b) to sell c) to stole d) to keep

b) Find synonyms for the words underlined.

1. Money enables us to function in society.

a) gives us the opportunity to live  b) gives us the opportunity to become a prisoner
C) gives us the opportunity to be a vice-president

2. Money is a means of paying for goods and services.

a) things b) clothes c) article
3. To measure the money supply, we measure the amount of money in the economy.
a) to calculate b) to define C) to use

6. Match the words from a) with the words from b).

a)Time b) supply
Money deposit
Amount of money
Concept of value

Store of relative value
Measure of liquidity

A medium of exchange



Dollar bills

Means of paying
The goods and services
Ancient world

7. Make up sentences putting the words in the correct order.

NG~ WONE

Money, of, for, paying, a, the goods, means, services, is.

Three, has, money, functions.

We, think, can, of, value, money, terms, in.

Economists, define, currency, can’t, money, as.

Liquidity, how, a, quickly, measure, item, an, be, can, to, cash, converted, is, of.
These, include, items, time, demand, deposit, and, deposits.

Money, individuals, two, to, exchange, enables, having, to, barter, without.
Money, in, terms, helps, to, think, of, base, value, common, different, things, a.

8. a) Form verbs from the following nouns:

Interest, mention, exchange, credit, import, export, decrease, increase, output.

b) Form nouns from the following verbs:

To cost, to own, to press, to low, to celebrate, to evaluate, to allocate, to estimate.

9. Checking facts and ideas.

1
2.
3

oo

. The concept of liquidity underlies in the measuring of money supply.

Barter is a modern form of the society existing.

. A medium of exchange means that money can serve as a way of exchanging without using

barter.
Any thing can realize the function of money.
Money determines the real value of things.

. We can define money as currency.

. Complete the sentences. Rearrange them to get a summary.
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11.

. A measure of how quickly an item can be converted to cash is a...

. To measure the money supply, we measure the...

. Money makes it possible for us to hold onto the value over time, they serve as a...

. When money helps to think of different things in term of common value base, they serve as...
. When people can exchange two items without using barter, money serves as...

. We can’t define money as a...

. Money can exist in different...

. A means of paying for the goods and services individuals need and want we call...

Single out the main points of the text. Use the following opening phrases:

The text looks at (the problem of...)

The text deals with the issue of..

It is clear from the text that...

Among other things the text raises the issue of...
The problem of...is of great importance

One of the main points to be singled out is

Great importance is also attached to...

In this connection, I’d like to say...

It further says that...

| find the question of...very important because...
We shouldn’t forget that...

I think that...should be mentioned here as a very important...mechanism of... .



12. Divide the text into logical parts and give them titles.

13. Imagine that you are a vice-president of the bank. Think, please, what can you do with
money and describe the situation of using money. Use the scheme.

Money held in trust IPOIII, SIKi 3HAXOAATHCS y JOBIPUOMY YIIPaBIIiHHI
Money in circulation rpouii y o0iry

To borrow/change/create money  mo3wyaTs/ MiHATH/ CTBOPIOBATH TPOIIIi

To draw money from an account ~ 3HiMaTH TpOILi 3 paXyHKY

To raise money 3HAXOUTH TPOIII

To redeem money BWITy4YaTH TPOILi 3 00iry
To refund money BI/IIIKOIOBYBATH TPOILIIi
To remit money NIEPEBOIUTH T'POIIi

To withdraw money BHJTyYaTH TPOIII

~_ )

To draw money To borrow

from an

money

account

To remit

To keep money
with a bank

money

To refund

money

To redeem

To raise

money money

14. a) Fill in each gap with a suitable word from the box.
b) Sum up the text in 5-7 sentences and present your summary in class.

coin known invented handle
forms small using big

used objects instruments
called assets

WHAT IS MONEY?
Money is an asset that serves as a means of payment, a store of value, and a unit of account. Money
was...... a long time ago.Gold and silver coins are the best...... form of money.
They have the longest history and have been more widely accepted as payment than any other form
of commodity money.

The popularity and universal acceptability of........ money is easy to understand. Coins are solid,
attractive, hard-wearing and easy to ....... In addition to the qualities mentioned above, coins can be
produced in ........ and ...... denominations.

Societies ..... gold and silver have used other ...... as money, including shells, beads and pelts.

Anything can serve as that is easily recognized, widely accepted, and not easily copied. Gold,
shells, and pelts are no longer used as money in the majority of countries.

Today two kinds of financial........ serve as money: currency (coins and bills) and checking deposits

at banks and thrift institutions.

Currency plus checking deposits at banks and thrifts is often...... MI. The money that includes

balances in money market funds, savings deposits in banks and thrifts and certain other liquid........
is called M2.

Along with coins, paper currency, and checking deposits, "plastic money" is widely.......... today.

Plastic money" comes in two...... - credit cards and debit cards.



Words you may need:

asset n (31.)
means of payment n
store of value

unit of account
commodity money
solid adj (3m.)
hard-wearing adj
denomination n
shell n

bead n

pelt n

checking deposit
Ml

M2

IHCTPYMEHT

3acib crtatu

3acib 30epeKeHHs
PO3paxyHKOBa OJANHHLS

TOBap NOCEPETHHK y POJIi rpolel (HaupHKIIa, Cijlb, XyTpoO)
MILTHAR

SIKUW HE 3HOLIY€EThCS

BapTiCTh (Tporeit)

paKoBHHA

OycuHa

mKipa

BKJIaJ Ha IOTOYHOMY PaxyHKY
rpouioBuii arperat Ml
rpomoBuii arperatr M2

Grammar exercises

1. Define the function of the verb “to have” in the following sentences and translate them.

1. Money enables us to have the things we need to survive.

2. Money has not always been the coin and paper bills known to us.

3. Through out history various things of value have been used as money.

4. The carpenter doesn’t have to build a step for the grocer every time he wants a carton of milk.

2. Translate the following sentences paying attention to the Modal verbs.
1. The consumer has to decide by how much the good A is preferred to the good B.
2. A great increase in the supply of money in the form of bank notes and bank credit is to result
in inflation, that is, a rise in the general level of prices.
3. If prices change, the consumer will have to change the quantities demanded if he is to maintain
utility at the same level.
Not all partners in a firm must take an active part in management.
The economist should be able to say which factors affect the allocation of resources for
producing a particular good.
He ought to take a more active part in decision making on the exports strategy of the company.
Provided additional inputs are to be obtained, producers must have smaller risks of a fall of
price between the time of making a decision and the time of selling their products.
8. Having the aim to maximize profit, the producer should make a decision how to reduce inputs.
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3. Explain the using of the Perfect Tense in the following sentences.

1. Gold and silver coins have been more widely accepted as payment than any other form of
commaodity money.

They have completely changed the design of dollar bills.

The old bills will have been withdrawn from circulation by the end of the month.

We had found their bank by five o’clock.

They will have printed money before the police come.

They had been printed this money for an hour before the police came.

The prices have been steadily increasing the wages were increased.
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4. Translate the sentences with Participle Il and define the function of Partciple Il in the
sentences.

1. The three thousand pounds sterling allocated to the marketing campaign were spent in time.

2. The fall predicted fortunately never came true.

3. The measures declared may change the situation for the better.

4. The functions of money described by these scientists are very important.

5. The money looked by us is not yet found.

6. When found the money was handed to the owner.




5. Find the correct form of Participle.

1. Market is an (organizing / organized) group of buyers and sellers of a particular good who are in
contact with each other and who know the level of demand and supply so that there is only one
price (calling/called) the market price.

2. Changes in prices of the products (producing /produced) with the same resources will change the
supply.

3. The economist is interested in factors (affecting/affected) the allocation of resources for
producing particular goods.

4. Excess supply is a situation in which, at a certain price, the quantity of a particular product
(demanding/ demanded) by buyers is less than the quantity (supplying/ supplied) by industry.

5. Improvements in technology may be a factor (leading to / led to) changes in agricultural supply.
6. At constant prices, an increase in income leads to an (increasing/increased) budget.

7. Every day in thousands of markets, consumers show which goods they prefer (making/ made)
practical choices and (spending/spent) money on some particular goods rather than others.

UNIT 7
fiscal management KEPYBaHHS JIePKaBHUM OI0/KETOM
fiscal sphere OIOKETHO-TIOIATKOBA IOJIITUKA
major guidelines OCHOBHI HANPSIMKH
long-term JIOBTOCTPOKOBHIA
attainment JIOCSATHEHHS
to exacerbate MOTiPINyBaTHCS
unsustainable MOCTIMHUIA; SIKUI BAXKKO JIKBiTy€eThCS
fiscal policy OFOKETHO-TTOIaTKOBA cepa
fiscal deficit nedirmT OroKeTy
revenue-raising powers MOBHOBAXEHHS 3 30MPaHHs PUOYTKIB
to justify BHUIIPABIOBYBATH, BBaXKATH IOIIBHUM
to create CTBOPIOBaTH
to administer taxes KepyBaTH 30UpaHHIM MMOJIATKIB

to define BU3HAYATU

1. Find the nouns and put them in alphabetical order.

2.Work with the a list of new words as in the example(students have to name words by heart)
Student A: scarce
Student B: raw materials

3. Find antonyms to the following words:
Destroy, short-term, improve, unjust, unimportant, unemployment, worst, universal, decline,
wealth, simple.

4. Find the verbs and put them in alphabetical order.

5. Make up sentences with these verbs.

6. Find word combination and make up sentences starting with phrase:
It is necessary...; I understand; It is necessary to notice; I’'m sorry, but I can’t.

7. Read and translate sentences only with new lexis.

1. Public debts have reached unsustainable levels.

2. Fiscal policy is a policy adopted by a government for raising revenue to meet expenditures.

3. Financial policy is based on strategic guidelines which set long-term and medium-term
prospects.




. Some countries have problems with internal and external balance.

. The revenue-raising powers and control over expenditure can be vested in various levels of
government.

6. Central to these solutions is fiscal policy.

7. Governments give increasing attention to expenditure priorities and the structure of taxation.
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8. Put the missing letters.
s..ere, r...fuse col..ect..on, exa..erbate, unsust....nable, gu...del..nes, ju..tify, at..a..nment, cre..te.

Read the text. Single out the main facts.

FINANCIAL POLICY. FISCAL SPHERE

Financial policy is a very complex notion covering measures aimed at working out basic concepts,
major guidelines, goals and objectives, as well as at creating an adequate financial mechanism and
at directing financial activities of a country. Financial policy is based on strategic guidelines which
set long-term and medium-term prospects for using financial resources and ensure attainment of
major economic targets and solution of goals in the social sphere. At the same time a country
pursuing its financial policy sets current goals and objectives connected with mobilization and
effective utilization of resources and development of productive forces.

Over the past two decades financial problems have exacerbated the world over. Public debts have
reached unsustainable levels in a growing number of industrial countries. This development and its
results - higher interest rates, lower investment, and slower growth in living standards - have
stimulated efforts by policymakers to find solutions to swollen® budget deficits.

Central to these solutions is fiscal policy. Fiscal policy is the policy adopted by a government for
raising revenue to meet expenditure.

For countries that now face unsustainable fiscal deficits, financial stabilization represents a top
priority.

The answer to financial stabilization lies in the effectiveness of fiscal management - the principles,
institutional arrangements, information flows, and techniques that govern the budget process and
define fiscal relations between levels of government.

Most western nations operate some degree of fiscal federalism, which is the system of taxation and
public expenditure in which revenue-raising powers and control over expenditure are vested in
various levels of government® within a nation, ranging from the national government to the smallest
unit of local government.

A system of multilevel finance may be justified in terms of allocative efficiency on the grounds that
while some public goods, such as national defence, confer benefits on the nation as a whole, the
benefits of other goods, such as refuse collection®, are more limited in geographical incidence. It is
argued that* by making decisions concerning the provision and financing of the latter type of goods
at the level of local rather than national governments, the best or optimal level of provision is more
likely to be achieved.’

Since the onset of the reforms Ukraine has been in the process of creating a new system of taxation
and rules to administer taxes and to distribute those taxes and expenditure responsibilities among
levels of government.

Words you need:

swollen* po3yTHit

are vested in various levels of government? siki mepeaasi pisHIM PiBHAM BIiai
refuse collection® 3GMpPAHHS CMITTS

It is argued that* CTBEpIKYIOTb, II0

is more likely to be achieved® KA WMOBIPHO OyIe TOCSTHYTHIA



Exercises

1. Answer these questions:

1. What does the notion "financial policy” mean?

2.Do many countries face financial problems these days? What are they?

3. What is fiscal policy?

4.What fiscal trends have been registered in the industrial countries since the early 1970s?
5. What does the effectiveness of fiscal management imply?

6. What is fiscal federalism?

7.What has been done in Ukraine so far in the field of fiscal relations?

8. What expenditure responsibilities are practiced in Ukraine?

9. What measures should countries facing unsustainable fiscal deficits take?

2. Find in the text English equivalents for the following Ukrainian phrases:

3axo1u,AKi HamlpaBiIeHI Ha..., CTBOPUTH BIAMOBIAHUN MEXaHI3M; HANpaBIATH [iSUTbHICTB;
3a0€3MEUUTH JIOCATHCHHST OCHOBHHMX CKOHOMIYHMX TIOKa3HHKIB; €(EKTHMBHE BUKOPUCTAHHS
pecypciB; TpoOJIEeMU 3arOoCTPUIIMCS; PIBEHb, SKUU JepkaBa HE MOXKe OUIbIE MiATPUMYBATH;
po3ayTHil OOKETHHH nediuT; TpPUHHATH MOMTHKY; (iHaHCOBa cCTabuTi3aIlis; KepyBaHHS
JepKaBHUM OIOJKETOM; 1H(POPMALiiiHI MOTOKK; MOBHOBA)XEHHS 3 30MpaHHs MPHOYTKiB; KOHTPOJIb
3a BUTPaTaMH.

3. Find and read sentences explaining the title of the text.

4. Find in the text sentences expressing such ideas.

1. Financial policy has versatile character.

2. Financial policy includes major guidelines.

3. Public debts are the main reasons of exacerbation of economical situation.
4. Financial stabilization depends on the fiscal management.

5. Find antonyms for the words underlined.
1. Financial policy is a very complex notion covering measures aimed at working out financial
questions.

a) easy b) simple c) strong d) difficult

2. Financial policy based on strategic guidelines which set long-term and medium-term prospects.
a) temporal b) short-term C) current d) terminal

3. Over the past two decades financial problems have improved the world over.

a) destroy b) break C) create d) exacerbated

4.The economic policy of Ukraine is aimed at destroying conditions for sustained economic growth.
a) developing b) creating c) justifying d) exacerbating

b) Find synonyms for the words underlined.
1. One of the aims of financial policy is to ensure attainment of major economic targets.

a) aim b) goal c) object d) solution

2. Our country sets current goals and objectives.

a) install b) place c) establish  d) put

3. Over past two decades financial problems have exacerbated the world over.
a) make worse b) break c) destroy d) create

4. Fiscal federalism is the system of taxation and public expenditure in which revenue-raising
powers and control over expenditures are vested in various levels of government within a nation.
a) hand over b) transfer  c) give d) reproduce

6. Match the words from a) with the words from b).
a) To establish b) difficulties

To face efforts

To make situation




To eliminate deficit

To exacerbate priorities

To improve stability

To ensure interbudgetary relations
To design law

To enforce policy

7. Make up sentences putting the words in the correct order.
1. Fiscal, the, is, adopted, policy, for, revenue, expenditure, meet, to, by, a government, policy,
raising.
2. Fiscal, is, the, system, federalism, of, and, taxation, public, in, which, expenditure, powers,
revenue-raising, over, and, are, control, expenditure, vested, in, levels, of government, various.
. Over, have, the, past, decades, two, exacerbated, over, world, financial, the, problems.
. Financial, depends, fiscal, on, stabilization, management.
. Financial, is, policy, based, strategic, on, guidelines, set, and, medium-term, long-term, which,
prospects, using, for, resources, financial.
6. Public, have, unsustainable, debts, reached, levels, in, number, a, growing, countries, of,
industrial.
7. Since, Ukraine, the, onset, of, has, reforms, been, the, in, of, process, creating, of, a, system,
new, taxation, rules, and, administer, to, taxes.
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8. Form nouns from the following verbs:
To operate, cover, to measure, to create, to direct, to use, to adopt, to stabilize, to arrange, to define,
to achieve.

9. Checking facts and ideas.

1. Tax and expenditure policy issues are central to an effective fiscal policy.

2. Fiscal policy is the system of taxation and public expenditure in which revenue-raising powers
and control over expenditures are vested in various levels of government within a nation.

3. Fiscal federalism is a system adopted by a government for raising revenue to meet expenditures.
4. Public debts make to stimulate efforts by policymakers to find solutions to swollen budget
deficits.

10. Single out the main points of the text. Use the following opening phrases:
The text looks at (the problem of...)

The text deals with the issue of..

It is clear from the text that...

Among other things the text raises the issue of...

The problem of...is of great importance

One of the main points to be singled out is

Great importance is also attached to...

In this connection, I’d like to say...

It further says that...

I find the question of...very important because...

We shouldn’t forget that...

I think that...should be mentioned here as a very important...mechanism of... .

11. Divide the text into logical parts and give them titles.

Grammar exercises

1. a) Supply the articles where necessary.

b)Write down 3-5 questions about the texts.



c) Compare the problems the two countries are trying to solve.

a) FINANCIAL POLICY

"... term is broad and its definition is likely to differ somewhat from country to country. On the
widest definition, it covers ... fiscal policy (budgetary policy, i.e. policy on government revenues
and expenditures), monetary policy, credit policy and management of government debt. The core of
financial policy is fiscal policy. Some economists believe that fiscal policy is synonymous with ...
state budgetary policy. There exists, however, ... wider definition that would cover the policy on the
level and composition of all central and local government revenues and expenditures.

Financial policy whose main goal is provision of financial resources for ... implementation of ...
state programmes of economic and social development is part of ... complex of economic policies
influencing ... level and pattern of economic activity and income distribution.

The economic policy of... Ukraine is aimed at creating conditions for sustained economic growth by
reducing ... inflation, by ensuring ... free operation of markets of goods and factors of production,
by achieving ... balance of payments stability. These goals can be achieved mainly by elaborating
and implementing ... adequate fiscal policy.

The fiscal policy implemented these days in Ukraine presupposes first of all the reform of... budget.
The ongoing budget reform includes ... shift to the new budget classification, introduction of ...
better system of interbudgetary relations, changes of budget planning principles, shift to ... treasury
system of budget execution. Over ... last few years the collection of tax revenue has tended to fall.
Thus the Government's fiscal adjustment programme provides for a package of measures aimed at
increasing revenue collection through the reform. Attention is being paid to improvement of... tax
legislation. The new tax administration system shall meet... following requirements: broad tax base,
well-balanced system, equitabable and transparent character, symplicity of administration. The
main aim of ... tax reform is to strengthen ... budget, to provide financial resources for the budget
system in the amount necessary to

finance ... state spendings for ... state apparatus, for defence, health care, and ... culture.

Words you may need:

management of government debt KEpyBaHHS JICPKaBHHUM O6OPTom
core CepleBUHA
treasury system of budget execution Ka3HaueichKa CUCTEMa BUKOHYBAHHS OFOJKETY

b) FISCAL POLICY IN THE UK

Fiscal policy in ... UK is guided by two strict rules:

e... Government will borrow only to invest and not to fund current spending; and

e net public debt as ... proportion of GDP will be held at ...stable and prudent level.

e These rules mean that... taxpayers pay for ... current spending and require public borrowing to be
kept under firm control.

e The Finance Act 1998 established a new Code for Fiscal Stability, which requires fiscal and debt
management policy to be carried out in accordance with five key principles:

e transparency in setting fiscal policy objectives, the implementation of fiscal policy and the
publication of the public accounts;

e stability in ... fiscal policy-making process and in ... way that fiscal policy affects ... economy;

e responsibility in the management of the public finances;

e fairness, including between ... generations; and

e efficiency in the design and implementation of fiscal policy, and in managing both sides of...
public sector balance sheet.

e In practice it means that the public finance and fiscal strategy in ... UK will be aimed at setting
overall spending limits for individual departments and planning and controlling public expenditure
more strictly within ... framework of capital and current budgets.



2. Open the brackets putting the verbs in the correct form:

Transition economies recently (to make) impressive steps towards reducing fiscal imbalances. Cuts
of cash expenditure (to bring) about a decline of fiscal deficits for the CEE countries as a whole to
about 4 per cent of GDP in 1995 from 10 per cent in 1994 on average. This was mainly the result of
large reductions in enterprise subsidies, military spending, and capital expenditures. Despite these
spending cuts, however, outlays for social services (such as schools and hospitals) and social
security (to remain) relatively stable, relative to GDP. Over the same period, general government
expenditures (to fall) on average to 30 per cent of GDP from 38 per cent. While the economies in
transition (to make) solid progress over the past few years toward fiscal consolidation,
macroeconomic stabilization (to require) additional reduction of inflation and successful
implementation of:

« structural reforms, including reform of the tax system and the public expenditure system;

« improved revenue collection through elimination of loophole, tax evasion and exemptions,
broadening of the tax base;

+ greater political leadership of the reform process - especially by formulating long-term fiscal
adjustment policies.

Words you may need:

transition economies KpaiHU 3 MepeXiIHOI0 EKOHOMIKOIO
on average y CepenHbOMy

loophole nasiBKa

tax evasion BiIXWJICHHS BiJ CIUTATH ITOJATKiB
leadership KepyBaHHS

3. Using the example change the underlined part of sentences.

a) | think they can get a loan. — They are likely to get a loan.

1. With a financial panic, you can be sure \ certain that most depositors will want to withdraw their
deposits all at one time.

2. It seems, banks are able to offer interest on checking accounts in some countries.

3. Each individual’s expenditure necessarily adds to some other individual’s income.

4. It seems to me that banks started offering trust services in the early 1980s.

b) We expect the banks to make the transaction within a day. — The bank is expected to make

the transaction within a day.

1. Everyone knows computer technology to have had a great effect on the work of the Stock
Exchange.

2. ltis said that Simons and Co. have settled all their debts.

3. Everyone believes the firm’s debts to have reached an unacceptable level.

4. Financial policy is based on strategic guidelines which set long-term and medium-term
prospects for using financial resources and ensure attainment of major economic targets and
solution of goals in the social sphere.

balance of payments IUIATDKHAIN GataHe
current account MOTOYHUI paxyHOK
capital account PaxyHOK pyXy KariTany



UNIT 8

visible trade BUMMA TOPTIBIISA

invisible trade HEBUIMMA TOPTIBJIS

transfer payments TpaHcdepTHI MmIaTexi
remittance nepekas (rpouIoBuit)
unrequited exports HEKOMEPIIHHUHA eKCTIOPT

to settle a debt yperyitoBatu 6opr

balancing 30a1aHCOBAHICTh

invisible earnings HAJIXO/KCHHSI BiJl HEBHMMOTO EKCIIOPTY
merchantile marine TOPTiBeNIbHUN (PIIOT

to offset KOMIICHCYBATH, 3BOJUTH Ha Hi
balance of payment IUIATDKHKIN GallaHe

current account [IOTOYHUI paxyHOK

capital account PaxyHOK pyXy Kamitary
tangible MarepiaabHHH

1. Arrange the words in alphabetical order.

2. Work with the a list of new words as in the example(students have to name words by heart)
Student A: scarce
Student B: raw materials

3. Find word combinations and make up sentences starting with the phrases:
Touching the problem, taking into consideration

4. Read and translate sentences only with new lexis.

The visible trade balance is almost always an adverse one.

It also arises from Britain’s overseas holdings of property and business enterprises.
The accounts can be divided into the current account and the capital account.

At a practical level, macroeconomics attempts to accomplish three tasks.

Invisible trade is trade in services.

Unrequited exports are exports which are not exchanged for current imports.

It is usually done with the help of macroeconomics research.

Economic laws can be changed.

ONOoOOTRWNE

5. Put the missing letters.

a)B..lance of p..ment, of..set, trans...r, p..ment, v..s..ble tr..de, inv..s..ble e..nings, m..ch..nt
m..r..ne.

Make word combinations.

b)Merchantile ...., invisible ...., capital ..., account ..., balance of ...., ..... a debt, ....
Earnings, unrequited ...., transfer ... .

Read the text and find the definition of a country's balance of payments and the explanation
of what the ""current account' and ''capital account' are.

BALANCE OF PAYMENTS

Balance of payments is a country's set of accounts with the rest of the world, reflecting the
relation between the payments of all kinds made from one country to the rest of the world and
its receipts from all other countries. The accounts can be divided into the current account and
the capital account. The current account is that part of the balance-of-payments account which
shows all payments made or received in respect of goods and services, including payments of
interest on past lendings or borrowings.

Thus, the current account or the balance of trade consists of several items:

 Visible trade is the imports and exports of tangible goods such as plant and machinery,
consumer goods, raw materials.

 Invisible trade is trade in services such as banking, insurance, transportation and tourism.




» Transfer payments are things like the remittances of migrant workers to their homeland and
the payment of dividends and interest to foreign companies, governments and international
organizations.

» Unrequited exports are exports which are not exchanged for current imports, but the value
of which pays interest on loans raised abroad, or profits on investment made in the home
country by foreigners.

The capital account is that part of the balance of payments account which shows all payments
made or received by way of settling old debts or creating new debts. It deals with financial
transactions. The capital account consists of long-term investment - either direct foreign
investment (e.g. a company in one country buying a company in another), or portfolio
investment (e.g. a foreigner buying shares on Wall Street) - and short-term capital flows of
"hot money".

Many countries are faced with a severe balance-of-payments problem which arises from
different local circumstances.

Britain, for instance, is a densely populated island and it has few natural resources left. Britain
has problems to supply industry with its requirements. They have to import large quantities of
food, minerals, timber, etc. In exchange, they sell large quantities of manufactured goods.
Thus, the balancing of imports and exports is a permanent problem to the Government. The
Treasury keeps the balance of imports and exports constantly under review.

The visible trade balance is almost always an adverse one and they should be permanently in
debt to other countries were it not for the invisible items which are a second source of foreign
earnings.

Britain's surplus on invisible earnings arises partly from their traditional skills and services,
particularly in commerce, banking, insurance and finance. It also arises from Britain's
overseas holdings of property and business enterprises. Besides, in Britain, with its large
merchantile marine the earnings from shipping are an important source of foreign revenue.

In the US, exports of manufactured goods and farm goods are more than offset by imports of raw
materials, especially oil.

Governments may influence the balance of payments through measures of fiscal policy or monetary
policy designed to affect levels of domestic demand or interest rates.

Exercises
1. Answer the guestions:
Explain the meaning of the word combination “balance of payment”.
What types of account do you know?
What is the current account?
Is it true, that the current account and balance of trade have the same meaning?
What does the current account consist of?
How do you understand the meaning of the word combination “unrequited exports”?
What is the capital account?
What is the difference between capital account and current account?
What is the visible trade?
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2. Find in the text English equivalents for the following Ukrainian phrases:

B3aemoBinHOCHHH, $KI BiOOpa)XaroTh; HAIXOKCHHS MaTepiaibHUX TOBapiB; SKi BKIIOYAIOTH
BIJICOTKOBI IIJIaTEXi; BIAMPaBICHHS 1HO3EMHHUX MPAIIBHUKIB JIOJAOMY; IUIIXOM BHUIUIATH CTApUX
OOpriB; TOBrOCTPOKOBUI BKIIAJ]; CTOATH OOIMYYSIM TIEpe]] )KOPCTKOI; MIiCIIeBi 00CTaBUHU; MOCTilHA
po0OJIeMa; y Mot 30py; 3a TOTIOMOTOI0 3aC00iB 0F0KETHO-HAIOTOBOT ITOTITHKH.

3. Find and read sentences explaining the title of the text.

4. Find in the text sentences expressing such ideas.
1. Britain is faced with a severe balance of payments problem, which arises from different local




circumstances.

2. Different measures of fiscal policy or monitoring policy help government to influence the
balance of payments.

3. Long-term investment and short-term capital flows of "hot money™ are the capital account.

4. Capital and current accounts have two different meanings.

5. The meaning of capital accounts includes the payments halting with debts.

5. Find antonyms for the words underlined.
1. The Treasury keeps the balance of imports and exports constantly under review.

a) take into consideration b) don’t pay attention
2. Visible trade is the imports and exports of intangible goods.
a) inevitable b) tangible

3.The capital account shows all payments made or received by way of creating old debts or
creating new debts.

a) acquitting b) settling
4. In exchange, they buy large quantities of manufactured goods.
a) give b) sell

b) Find synonyms for the words underlined.
1. The capital account shows all payments made or received by way of settling old debts or
creating new debts.

a) acquitting b) pay off C) creating d) giving

2. Balance of payments reflects the relation between the payments of all kinds.

a) show b) reverberate c) adjust d) reject

3. Visible trade is the imports and exports of tangible goods.

a) pecuniary b) material c) fabric d) maternal

4. The balancing of imports and exports is a permanent problem to the Government.
a) constant b) invariable c) regular d) always

6. Match the words from a) with the words from b).

a) Capital b) and services
Balance of trade
Reflecting trade

Goods payments
Balance account
Visible the relation
Transfer imports
Unrequited circumstances
Current investment
Profits on of payments
Local exports

7. Make up sentences putting the words in the correct order.

Visible, and, of, tangible, trade, is, the, goods, imports, exports.

Trade, is, invisible, trade, is, services, in.

Unrequited, are, which, exports, are, not, exports, exchanged, for, import, current.

The, account, shows, capital, payments, made, all, by, or, received, way, debts, old,

creating, or, settling, debts, new, of.

5. Account, the, current, all, made, payments, shows, in, respect, or, received, of, services,
goods, and.

. Britain, left, it, and, few, has, resources, natural, a, populated, is, densely, island.

In, they, exchange, quantities, sell, large, manufactured, of, goods.

8. Governments, payments, balance, of, influence, may, fiscal, through, measures, policy, or,

policy, monetary, the, of.
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8. Checking facts and ideas.

1. The definition of current account has the same meaning as the definition of capital
account.

2. The current account shows all payments dealing with debts.

3. The capital account shows all payments made or received in respect of goods and services,
including payments of interest on past lendings or borrowings.

4. Visible trade is trade in services.

5. Invisible trade is the imports and exports of intangible goods.

6. Many countries are faced with a severe balance of payments problem which arises from
different external circumstances.

7. The balancing of imports and exports is a constant problem of the Government.

8. Visible trade is the imports and exports of pecuniary goods.

9. Single out the main points of the text. Use the following opening phrases:
The text looks at (the problem of...)

The text deals with the issue of..

It is clear from the text that...

Among other things the text raises the issue of...

The problem of...is of great importance

One of the main points to be singled out is

Great importance is also attached to...

In this connection, I’d like to say...

It further says that...

I find the question of...very important because...

We shouldn’t forget that...

I think that...should be mentioned here as a very important...mechanism of... .

10. Divide the text into logical parts and give them titles.

11. Compare the facts about the UK and the US with the situation in Ukraine.

12. Complete the scheme and make a summary.

Balance of
pavment

Visible

trade Long-term

investmen




Grammar Exercises

1. Translate sentences.

1. BupoOHUIITBO MOXKe OyTH pEHTaO0ebHHM, SKIIO SIK MaTepiajdbHI TaK 1 HeMmarepialbHi
AKTHUBU 3HAXO/ATHCS Y MPABUILHOMY CITiBBIIHOILICHHI.

2. J1o TOBrOCTPOKOBHUX MaTepiaIbHUX aKTHBIB BIITHOCITHCS TaKi pedi, K 3eMJIs1, HEPYXOMICTh
Ta oOJIalHaHHS, TOMY III0 BOHU NPUHMAIOTh y4acTh y Mpolieci BUPOOHMIITBA HA MPOTA31
TPUBAJIOTO Yacy.

3. Mo)kHa BUKOPUCTOBYBAaTH MOTOYHI MaTepiajibHI aKTHUBU, HANPHUKJIIAJ, PaXyHKU J1€0iTOPIB,
sIK 3aci0 CcIIaTH.

4. PaxyHOK pyXy KamiTajy € YaCTHHOIO PaxXyHKYy IUIaTDKHOIO OallaHCy, SIKMil MOKa3ye BCi
BUILIATH, 5IK1 OyJK 3p00seH1 abo OTpHUMaHi MIISIXOM CIUIaTH CTapuX OOriB a00 CTBOPEHHSIM
HOBHX.

5. HeBuamma TOpriBiIsl 1€ TOPTIiBIS TOCIyramMH, TaKUMH SIK TypHW3M, CTpaxyBaHHS,
MepeBo3Ka.

2. Change the underlined parts of the sentences by Gerund with prepositions.

1. According to the special Copyright Act nobody is allowed to reproduce and make copies of any
book if he doesn't receive the owner’s permission. (without)

2. When the owner signed a number of documents, his real estate was transferred to this educational
centre. (after)

3. When the accountant was preparing a balance sheet, he made a few serious mistakes. (in)

4. The company is able to increase its profits only if it introduces proper technologies. (by)

5. If the Sales Manager decides to sell company stock-in-trade, (ToBaphuii 3amac) he has to consult
the company's president. (before)

6. The company can attract additional capital investments either issuing extra stocks or borrowing a
loan from a bank. (by)

7. Even having sold a great share of its stock-in-trade, the company is reported to be bankrupt. (in
spite of)

8. If the company does not enjov a good reputation, it is not expected to be attractive to potential
stockholders. (without)

9. If the Personnel Manager is going to hire a new employee, he always invites the latter to an
interview. (before)




central banking system
money supply

lender

lender of last resort
exchange rate

to intervene

foreign exchange market
reserve requirements
to oblige

deposit

"prudential ratios"
liquid ratio

target

open market operations
term of office

money in circulation
to make sure

to accept

check clearing

worn currency
security

to maintain accounts
transfer of funds

to prevent

broad powers
regulation(s)

to be aimed at doing smth ..

sound business practice
fraction

to lend

government bond

stock market crash

UNIT9

CHUCTEMa IICHTPATBHOTO OaHKY
I'POLIOBHH 00CST, KUIBKICTh TpOIIeH y 00iry
KpeIuTop
OCTaHHI KpeIuTop Y KpUTHYHIN cuTyanii, HeHTpaJbHUI OaHK
Kypc oOMiHy
BTPYYaTHCS
PHHOK iHO3EMHO BaJIFOTH
pe3epBHI BUMOTH
3000B’s13yBaTH, IPAUMYIITyBATH
BKJIaJ1
«Kxoe(ilie€HT PO3CYITUBOCTI»
BiTHOIIICHH JIIKBIIHUX aKTHBIB OAHKIB 10 CyMapHHUX JCIO3MTIB
JIb, KOHTPOJIbHA T (pa
orepanii Ha BIIKPUTOMY PHHKY
TEpMiH NOBHOBA)XEHb
rpouri B 00iry
3abe3nevyBaTy, TapaHTyBaTH
aKIEeNTyBaTH (IaTH 3TOy)
KIIIPUHT YeKiB (B3a€MO3AITIK)
ctapi 0aHKHOTH
LiHHWA Tarip
BECTH PaXyHKH
I'POLIOBUM IIEpEKa3
HoTIepeIKyBaTh
HIMPOKi ITOBHOBAYKEHHS
MpaBUiIa, IHCTPYKIIiT
OyTH HarpaBJeHUM Ha...
YecHa NPaKTHKa JIJI0BUX BITHOCHH
YacTHHa, 10JIs
MO3UYaTH
JiepKaBHA OOJiramis
Kpax (oHI0BOI OipiKi

1. Find the verbs and put them in alphabetical order.

2. Make up sentences with these verbs.

3. Work with the a list of new words as in the example(students have to name words by heart)

Student A: scarce

Student B: raw materials

4. Find word combinations and make up sentences starting with phrases:

It seems to me that...; It is difficult to give answer....

. Read and translate sentences only with new lexis.

0O ~NO O WN RO

. The central banking system is a major sector of any modern monetary system.

. Banking panic often took place in the nineteenth century.

. Central banks in different countries impose different “prudential ratios” on commercial banks.

. The system consists of twelve Federal Reserve banks and a board of governors.

. The Fed's regulations are aimed at making sure that banks use sound business practices.

. In the first years of the Great Depression, a great many banks failed.

. To ensure the safety of the banking system, central banks impose reserve requirements.

. Members of the Fed's board of governors are appointed by the president of the United States and
confirmed by the Senate.



6. Put the missing letters.
m..ney s..pply, res..rv.. re..u..rements, li..uid r..tio, a..ept, t..rm of of..ce, re..ulat..on, ex..ange r..te,
S..curity, w..rn c..r,,.ency, to ma..nta..n ac..unts, pr..vent, fr..ction, cr..sh.

Read the text and divide it into two main parts. Name them.

The central banking system is a major sector of any modern monetary system. It is of great
importance to the fiscal policy of the national government and the functioning of the private sector.

Central banks such as the Bank of England, the Federal Reserve Board of the US, the Bundesbank
of Germany, the Central Bank of Ukraine function for the government and other banks, not for
private customers. They are responsible for the implementation of monetary policy and supervision
over the banking system.

In particular, they control the money supply, fix the minimum interest rate, act as lenders of last
resort to commercial banks with liquidity problems, issue coins and bank notes, influence exchange
rates by intervening in foreign exchange markets.

To ensure the safety of the banking system, central banks impose reserve requirements, obliging
commercial banks to deposit a certain amount of money with the central bank at zero interest.
Central banks in different countries also impose different "prudential ratios” on commercial banks
such as capital ratio and liquid ratio.

In the course of market reforms in Ukraine the Central Bank has been pursuing moderately tight
monetary policy aimed at further reduction of inflation and putting an end to direct budget deficit
crediting. The CBU has been using the following main instruments of monetary policy:

« fixed targets for the money supply growth,
« refinancing of commercial banks,

* interest rates,

 open market operations,

« commercial banks reserve requirements,

« foreign currency control,

« direct quantity restrictions.

The Federal Reserve System or "Fed", as it is known in financial circles, is an independent agency
of Congress founded in 1913. The system consists of twelve Federal Reserve banks and a board of
governors. The board of governors has its headquarters in Washington, D.C.

Members of the Fed's board of governors are appointed by the president of the United States and
confirmed by the Senate. However, the Fed maintains a degree of independence from both Congress
and the executive branch. This is due in part to the governors' long terms of office - fourteen years.
The chairman of the board of governors is chosen by the president from among the seven board
members and serves as chairman for four years.

The Fed performs three major functions. It provides services to the banking system and the federal
government; it stabilizes the banking system; and it controls the quantity of money in circulation.
The most important service of the Fed is check clearing, i.e. making sure that checks written on one
bank can be accepted at any other bank in the country.

The Fed performs a number of other services for banks and thrift institutions. It provides currency
to banks and collects worn currency. It also provides safekeeping for securities.

Finally, the Fed performs banking services for the federal and foreign governments. It maintains US
Treasury accounts from which all federal government payments are made. In addition, it assists in
international transfers of funds by private firms and international agencies.

A second function of the Federal Reserve is stabilizing the banking system.

Banking panics often took place in the nineteenth century. Preventing such panics was the main
reason for setting up the Federal Reserve System. With this in mind, the Fed was given broad
powers to regulate banks.

The Fed's regulations are aimed at making sure that banks use sound business practices. For




example, the Fed requires banks to hold a minimum fraction of their deposits as reserves.

The Fed was also given the power to supply extra reserves when needed. There are two ways in
which the Fed can put reserves into the banking system. First, it can lend reserves to banks. Second,
it can supply reserves to the banking system by buying government bonds from the public on the
open market, in other words, by participating in open-market operations.

Despite its powers, the Fed failed to stabilize the banking system after the stock market crash of
1929. In the first years of the Great Depression, a great many banks failed. As a result, a new
agency, the Federal Deposit Insurance Corporation (FDIC), was set up in 1934 to give the system
further stability. The FDIC promises to pay depositors the full amount of their deposits, up to a
limit, in the event that their bank fails.

Today the Fed continues to regulate and stabilize the banking system, but it has taken on another
role as well, that of partner, with Congress and the executive branch, in the making of economic
policy. The Fed's power as an economic policymaker comes from its ability to control bank reserves
and, hence, to control the total amount of money in circulation.

Exercises
. Answer these guestions:
. What is the major sector of any modern monetary system?
. What are central banks responsible for?
. What functions do central banks perform?
. What is done to ensure the safety of a banking system?
. Why are "prudential ratios" imposed on commercial banks?
. What is the structure of the Federal Reserve System?
. How are members of the board appointed?
. What functions does the "Fed" perform?
. What services does the "Fed" perform for banks and the government?
10. How does the "Fed" contribute to the stabilization of the banking system?
11. What role does the "Fed" play in the making of economic policy?
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2. Find English equivalents for the following Ukrainian phrases from the texts:

Cucrema HeHTpaJIbHOTO 0aHKY, OyTH Ba)KIMBHUM, OyTH BiIIMOBINATBHUAM 32 MPOBEACHHS KPEAUTHO-
TPOIIOBOT TMOJNITUKH, KOHTPOJIOBAaTH TpPOIIOBY Macy, YCTaHOBIIOBATH BiJCOTKOBY CTaBKY,
npobieMu HecTadi JKBIAHUX 3aco0iB, MPOBOAUTH €MICif0 Tpolei, HaailHICTh OaHKiBCHKOI
CHUCTEMH, JICTIOHYBaTH 3aCO0M y IEHTPaJbHOMY OaHKY Tl HyJIbOBUH BIJICOTOK, OYTH BIIOMUM Y
(iHaHCOBUX KpYyTrax, paja KepiBHUKIB, I € Pe3yJIbTaTOM TPHUBAJIOTO CTPOKY MOBHOBA)XEHB, YJICHU
paau MpHU3HAYAIOThCS, TOJIOBA Paau OOMPAETHCS, YEKH, sIKI BUMIMCAHI HA OaHK, NEMOHYBATH YEKU Y
0aHKy; peani3oByBaTH KJIipuHT uekiB uepe3 Dexepanbny PesepBHy Cucremy; BECTH paxyHKH;
ocHoBHa mpuymHa opranizamii ®PC; mokymatu aepskaBHi oOuirailii; omeparii Ha BIIKPUTOMY
puHKY; 6araTo OaHKiB 30aHKPYTYBaJO.

3. Find and read sentences explaining the title of the text.

4. Find in the text sentences expressing such ideas.
1. The central banking system plays an important role in the life of society.
2. The functions of central banks are very complicated.
3. There is a difference between central bank and commercial bank.
4. Central banks are responsible for the safety of the banking system.
5. Central Bank in Ukraine has been pursuing moderately tight monetary policy aimed at
further reduction of inflation and putting an end to direct budget deficit crediting.
The Federal Reserve System has strictly organized structure.
7. The Fed performs three major functions.

o



5. Checking facts and ideas. Decide if these statements are true or false.

1. The central banking system is of great importance only for the private sector.

2. Central banks function for the government and other banks, not for private customers.

3. Private banks control the money supply, fix the minimum interest rate, act as lenders of last resort
to commercial banks with liquidity problems, issue coins and bank notes, influence exchange rates
by intervening in foreign exchange markets.

4. Central banks impose different requirements on commercial banks which are aimed at ensuring
of safety of the banking system.

5. The Federal Reserve System or "Fed", as it is known in financial circles, is an independent
agency of Congress.

6. Members of the Fed's board of governors are appointed by the Senate of the United States and
confirmed by president of the United States.

7. The most important service of the Fed is to provide currency to banks and collects worn
currency.

. Make up sentences putting the words in the correct order.

. Supply, an, is, amount, available, of, goods.

. Inflation, rise, is, a, in, the, of, goods, prices, services, and.

. The, System, Reserve, Federal, agency, is, of, an, Congress.

. Stabilizing, banking, function, the, system, second, of, is.

. The, performs, FED, functions, three, major.

. Check, clearing, the, important, most, is, function, of, the, FED.
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7. Using the definition of the term “bank” and additional words to the definition describe the
function of the bank.

Bank is a business organization that performs financial transaction — receiving and having deposits,
paying sums out of them by order of the customer, lending money to individuals and organizations
at interest, moving money from place to place, etc.

Deposit (money) with/pay (money) into/withdraw (money) from a bank;
commercial/correspondent/private bank;

investment bank;

arrange a mortgage (3akmagsa, imoreka) with the bank.

8. Give derivatives of:

important adj  intervene v choose v tend v
national ad] independent adj maintain v represent v
function n governor n finances stability n
supervise v executive ad] deposit n progress n

9. Think of the verbs that are most commonly used with:
money supply, exchange rate, banknotes, safety, requirements, powers, bank reforms, inflation,
operations, restrictions.

10. Think of the nouns that are often used with:
to implement, to supervise, to issue, to influence, to ensure, to stabilize, to set up, to lend, to
regulate, to strengthen, to exempt.

11. Match the verbs from (a) with the nouns from (b) below:

a) to deposit b) ratios

to impose targets

to fix function
to appoint chairman
to perform money

to control circulation
to clear checks

to maintain accounts



12. Choose antonyms or synonyms for the words underlined.
1. The central banking system is a major sector of any modern monetary system.

a) antiquated b) contemporary
2. It is of great importance to the fiscal policy of the national government and the functioning of the
private sector.
a) non-state b) state
3. In the course of market reforms in Ukraine the Central Bank has been pursuing moderately tight
monetary policy aimed at further reduction of inflation and putting an end to direct budget deficit
crediting.
a) increase b) restriction
4. The most important service of the Fed is check clearing, i.e. making sure that checks written on
one bank can be accepted at any other bank in the country.

a) guarantee b) inadequate safeguards
5. It also provides safekeeping for securities.
a) managed account b) simple documents

13. Single out the main points of the text. Use the following opening phrases:
The text looks at (the problem of...)

The text deals with the issue of..

It is clear from the text that...

Among other things the text raises the issue of...

The problem of...is of great importance

One of the main points to be singled out is

Great importance is also attached to...

In this connection, I’d like to say...

It further says that...

I find the question of...very important because...

We shouldn’t forget that...

I think that...should be mentioned here as a very important...mechanism of... .

14. Divide the text into logical parts and give them titles. Retell the text.

15. Study the key words for the unit and make up sentences.
Requirements

a) reserve requirements - pesepBHi moTpedu

b) to impose/meet/satisfy - requirements BBOAWTH/311HiCHIOBATH/3aI0BOIBHATH TIOTPEOH
Check

a) to accept check - akmenrtyBaru uek

b) to clear check - BpaxoByBaTH uek

c) to collect check - inkacyBatu uek

d) to deposit check - nermonyBaTu yek

e) to exchange check - o6miHrOBaTH YeK

f) to process check - 006po6GisaTH uek

g) to write check - BunmcyBatn yex

h) check only for account - 4ek TibKH TSI HASIBHOTO PO3PAXYHKY
i) check drawn on a bank - uex, sikuit Bunmucano Ha GaHK
Liabilities

a) liabilities for debts - 30608’ s3aHHs 10 GOpram

b) liabilities on bills of exchange - 30608’s13anHs M0 Bekcensm

c) accrued liabilities - 3060B’s13aHHs, IKi HAKOIMYUIHACS

d) current liabilities - kopoTkocTpOKOBi 30008’ I3aHHS

e) fixed liabilities - moBrocTpokosi 30008’ si3aHHs (0O TIraLlii, BEKCESI CTPOKOM OBIIIE POKY)
Deposit

a) to deposit money with a bank - BaocuTu rpoimi 10 6aHKY

b) savings deposit - omagHuit BKIaz1




c) time deposit - cTpokoBuii BKIa]
d) checking deposit - Bki1ag Ha TOTOYHOMY PaxyHKY

Exercises
1. a) Supply the articles where necessary.
b)Write down 3-5 questions about the text.

c) Describe the principal instruments of credit policy.
CREDIT POLICY

Credit policy is ... component of economic policy. It is a combination of measures taken by ...
Central Bank to affect the supply of credit. The aims of ... credit policy may include stimulation or
restriction of investment or consumer spending, ... avoidance of price inflation.

Credit policy and monetary policy tend to be closely related and in some countries credit policy is
regarded as ... part of monetary policy.

Credit policy largely works indirectly. The Central Bank controls ... amount of credit advanced by
commercial banks through the interest rate policy, by influencing ... liquidity, expanding or
contracting the volume of Central Bank money. The principal instruments available for this purpose
are ... discount policy, minimum reserve requirements and open market operations. Direct credit
control involving ... establishment of credit ceilings is less frequently used now than in ... past,
many governments regarding it as ... undesirable interference with the market mechanism.

Words you may need:

price inflation

the amount of credit advanced...
discount policy

credit ceiling

money is tight

interbank market
velocity of circulation

to set targets
alternatively

to engage

short-term government bonds
treasury bill

to abandon

exhibit demand-driven
interest-bearing
currency-driven inflation
to convert

Versus prep

"steering™ n

civil servant

credit market

to clear the market

IIHOBA 1HQIIALIS

PO3MipH HaJAHOTO KPEAUTY
00J1iKOBa MOJMITHKA

CTeNsI KpeUTyBaHHS

UNIT 10

rpouieil HeJOCTaTHLO

MDKOaHKIBCBKIi pHHOK

HIBUJIKICTh 00CPTaHHS

BCTAaHOBJIIOBATH OPIEHTHPH, TTOKA3HUKH
Ta HaBIAKA

3aiimMaTucs

JepKaBHI KOPOTKOCTPOKOBI 00irarii
Ka3zHadyelCbKuil BEKCEIb

BIJIMOBIISITACS

SKHH 3aJI€KUTh BiJ| IIOIATY

SIKMI IPUHOCUTH BiICOTKOBHH JOXO
IHQIIALLS, sIKa € HACTIIKOM 00CsTy BaJIIOTHUX 3aC00iB
KOHBEpPTYBaTH

NPOTH, B TIOPIBHSHHI

KepyBaHHS

JIepIKaBHHUHN CITy’)KOOBEIb

PHHOK KpEIUTiB

PETYIIIOBaTH PUHOK



1. Read and translate sentences only with new lexis.

1. Monetary policy is the branch of financial policy.

2. Credit falls, because people and businesses borrow less high rates.

3. Many people believe that central banks should conduct an active interventionist monetary policy.
4. Currency, a key component of the money supply, is demand-driven when people can easily
exchange unneeded currency for interest-bearing financial assets.

5. The amount of money in circulation and its velocity of circulation determine the average level of
prices and wages.

6. These and other forms of intervention, such as agricultural policies and state ownership of
business enterprises, waste economic resources and distort markets.

2. Put the missing letters.
c.nv.rt, to cl.r the m..rk..t, st...ring, ab..nd..n, int..st-b..ring, to s..t t...rgets, eng..ge, cr...d..t
m..rk..t.

Read the text and give it the title.

Monetary policy is the branch of financial policy that is concerned of controlling the supply of
money and credit. Monetary policy is important because of its impact on inflation and on interest
rates. If a government pursues an "easy” monetary policy it means that it allows the amount of
money in circulation to rise and it lets banks increase the volume of loans.

If government pursues a "tight" monetary policy, it restricts the amount of money in circulation and
reduces the funds available banks for making loans.

When money is tight:

1. Interest rates rise, because commercial banks have to borrow a higher rate on the interbank
market.

2. Credit falls, because people and businesses borrow less higher rates.

3. Aggregate demand falls, because people and businesses buy less, as they have less money.

4. Output falls, too, because of less consumption, firms produce less.

5. Unemployment rises, because companies are producing and selling less, and so need less labour.
6. Inflation falls, because there is less money in circulation.

7. The exchange rate will probably rise, if there is the same demand but less money, or if there is
higher demand, as foreigners take advantage of the higher interest rates to invest the currency.
Increasing the money supply, making more reserves available, has the opposite effects.

The amount of money in circulation and its velocity of circulation determine the average level of
prices and wages. Many central banks now set money supply targets. Increasing or decreasing the
money

supply, the central bank indirectly influences on interest rates, demand, output, growth,
unemployment and prices. The central bank can reduce the reserves available for commercial banks
by changing the reserve requirements. This reduces the amount of money that banks can create and
makes the money tight or scarce.

Alternatively, the central bank can engage in what are called open- market operations, which
involve selling short-term government bonds (such as three-month Treasury bills) of the
commercial banks or buying them back.

And we can put up the question is monetary policy needed?

Many people believe that central banks should conduct an active interventionist monetary policy
even though most countries are abandoning other forms of state intervention in their economies,
such as price controls, income policies, and industrial planning. These and other forms of
intervention, such as agricultural policies and state ownership of business enterprises, waste
economic resources and distort markets.

Monetary policy, which represents government intervention in the marketplace for credit, exhibits
the same negative effects. The time has come to challenge the need for monetary policy as practised
by central bankers (often with finance ministry guidance). The financial markets, operating under




appropriate tax and structural policies, will produce far greater price stability and smoother
economic growth than central bankers can.

Some people still believe that controlled growth of the money supply will minimise inflation. In
fact, the quantity of money in the industrialised nations today is essentially demand-driven.
Currency, a key component of the money supply, is demand-driven when people can easily
exchange unneeded currency for interest-bearing financial assets, such as bank deposits and bonds.
Currency-driven inflations occur only when governments finance their deficits by paying the
obligations in currency that cannot be converted easily into other assets.

Bank deposits, the main component of the money supply in industrialised countries, are demand-
driven as well. This demand reflects the willingness of individuals and businesses to provide credit
to the economy in which they operate, versus investing in real assets or moving funds to other
countries.

Reserve requirements on bank deposits, still a favoured monetary policy tool of some central
bankers, do not restrict bank lending.

As a practical matter, monetary policy in the industrialised world today essentially takes the form of
announced official rates for lending to banks and central bank "steering" of short-term rates.

The credit markets do not differ from other markets. Interest, like any other price, should clear the
market at a rate that balances supply with demand.

Exercises

1. Answer the guestions.

What is the monetary policy?

Why is monetary policy so important?

What happens when a country pursues a “tight” or an “easy” monetary policy?
What are the peculiarities of the situation when money is tight?

What does determine the average level of prices and wages?

How can central bank influence on interest rate, demand, output, etc.?

What are the negative effects of monetary policy?

Is it true that controlled growth of the money supply will minimise inflation?
When does currency-driven inflation occur?

10 What does demand reflect?

11. What practical matter does monetary policy have?

12. Is monetary policy needed?
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2. Find in the text equivalents for the following Ukrainian phrases.

I'pomioBo-KpeuTHA MOMITHKA, BIUIMB Ha iHQJISIIIO Ta BiZICOTKOBI CTaBKY, J03BOJISIE OaHKaM
IIJIBUIIYBAaTH OOCST KPEauTiB, 0OMEXyBaTH 0OCAT rpoiieil B 00iry, BiICOTKOBa CTaBKa 3pPOCTAE,
COBOKYITHUH TOTIHT Tajiae, 00cAT BUPOOHMIITBA MA1a€, BAIOTHUN Kypc Oyze 3pocTaTy, MIBHIKICTh
obepTaHHs, Mi>kOaHKIBCHKUH PHHOK, BU3HAYATH CEPEHIN PIBEHB IIiH Ta 3apOOITHOI IJIATH, MIJITXOM
3MiH pPE3epPBHHX BHMOT, IPOBOJAWTH AaKTUBHY IHTEPBEHIIOHAIICTCHKY MOJITHKY, JIEMOHCTPYE
HETaTUBHI e€(PEeKTH, MPUNUIIOB Yac 3aCyMHIBATHUCA y HEOOXITHOCTI KPEIUTHO-TPOIIOBOI TOJITHKH,
pIBHUII €KOHOMIYHMH 3pICT, KM BHU3HAYAETHCS MOMUTOM, KIIIOUOBHH KOMIIOHEHT, BiloOpaxkae
Oa)kaHHS, OTOJIONICHUX O(DIMIHUX CTaBOK.

3. Find in the text sentences expressing such ideas.

1 Monetary policy regulates inflation and interest rates.
2. There are two types of governmental monetary policy.
3. There are 7 indications of money shortage.
4
5
6.

The central bank can influence on the work of commercial banks.
Monetary policy is not always wealh (6:1aro) for the society.
Currency-driven inflation depends on the government activity.
7. Monetary policy takes the form of announced official rates for lending to banks and central bank
"steering” of short-term rates.



4. Find synonyms for the words underlined.

1. Monetary policy is important because of its impact on inflation and on interest rates.

a) enclosure

b) influence c) interference

2. If government pursues a “tight" monetary policy...

a) follow

b) carry on c) provoke

3. Government restricts the amount of money in circulation and reduces the funds available banks

for making loans.

a) rake

b) limit c) disconcert

4. Many people believe that central banks should conduct an active interventionist monetary policy
even though most countries are abandoning other forms of state intervention in their economies.

a) refuse

b) break off c) convert

5. The financial markets, operating under appropriate tax and structural policies.

a) accompanying

b) proper c) suitable

6. The financial markets will produce far greater price stability and smoother economic growth than
central bankers can.

a) flat

b) even c) equal

5. Match the words from a) with the words from b)

a)Bank
Central
Interventionist
Currency
Credit
Interbank
Short-term
Velocity of
To set
Open-market

b) operations
circulation
targets

market
government bond
policy

market

driven

deposit

bank

6. Make up sentences putting the words in the correct order.

1. Monetary, is, of, the, that, branch, policy, concerned, financial, controlling, of credit,
and, money, supply, of, the.

2. Interest, is, rate, price, a, paid, use, for, the, of, money, a, borrower, by, to, lender, the,
money, of.

3. Bond,

a, is, formal, acknowledging, document, the, of, debt, existing.

4. Currency, money, is, of, country, the, particular, a.
5. Demand, wants, is, the, in, market, of, buyers.
6. Expenses, is, money, a, sum, of, on, the, running, spent, business, of.
7. Imports, are, the, services, bought, or, products, from, countries, other.
8. Bank, deposit, main, the, of, the, component, supply, money, industrialized, in, the, are,
countries, demand-driven, well, as.

7. Checking facts and ideas. Decide if the statements are true or false.

1.

2.

NG AW

If government pursues a "tight" monetary policy, it allows the amount of money
in circulation to rise and reduces the funds available banks for making loans.
When money is tight the interest rates rise, because commercial banks have to
borrow a higher rate on the interbank market.

The central bank can not influence on the work of commercial banks.

Monetary policy is a weal for every economic system.

The inflation of the currency depends on the government activity.

Bond is a formal document acknowledging the existence of a debt.

Currency is the money of a particular country.

Monetary policy in the industrialised world today essentially takes the form of
announced official rates for lending to banks and central bank "steering” of short-
term rates.



8. Single out the main facts from the texts and present them in a short essay. Use the following
opening phrases:

The text looks at (the problem of...)

The text deals with the issue of..

It is clear from the text that...

Among other things the text raises the issue of...

The problem of...is of great importance

One of the main points to be singled out is

Great importance is also attached to...

In this connection, I’d like to say...

It further says that...

I find the question of...very important because...

We shouldn’t forget that...

I think that...should be mentioned here as a very important...mechanism of... .

Grammar exercises

1. Translate the following sentences with Present Participle Passive and Perfect Participle.
Having lowered the prices, the firm.... — 3uu3uBIM 1iHK, DipMa...

Having obtained a loan, the firm...- OTpuMaBIIH TO3HUKY ...

Having settled the debts, the bank...

Having imposed a high level of taxes, the government...

Having increased the money supply, the central bank...

Having provided currency to banks, the firm...

Being used in this way, money...- Konu rpoii BAKOPUCTOBYIOTh TAKUM YHHOM, BOHH. . .
Being imposed by the government, ceiling prices. .. -OCKiTbKH MaKCUMAJIbHI IIIHH
BCTaHOBITIOIOTHCS YPSIOM, BOHH. . .

Being issued by the government, money...

Being pursued by government, a “tight” monetary policy...

Being determined by the average level of prices and wages, the amount of money circulation...
Being used as a medium of exchange, money...

Having been raised, the prices...- ITicis Toro, sk miHu OyIId I IBUIIIEHI. . .

Having been imposed, the protection tariff...- ITicis Toro, sk OyB BCTaHOBJICHHIA
MPOTEKIIOHICTCHKUH Tapid, BiH...

Having been exhausted, natural resources...

Having been formed, the government...

Having been raised, the unemployment...

Having been fallen, the credits...

2. Translate the sentences.

Being responsible for the government’s debts, the Central Bank...
Being implemented into the economy, a tight fiscal policy...
Having raised the interest rate, the bank...

Having set the clearing of the market, the bank...

Having been raised, the unemployment...

Having been fallen, the output...

oakrwnhE



UNIT 11

loan MO3UYKa

advance aBaHC

intermediary MOCEPETHUK

deposit account JICTIO3UTHUIA BKIIa]], TEPMiHOBHI BKJIaj
current account MOTOYHUI paxyHOK
expertise npodeciitHuit 10cBix

to acquire OJIepIKyBaTH

margin pi3HHMIIs, MapKa

bill BEKCeIlb

to discount o0ItiKkyBaTn

valuables IiHHOCTI

to redeem BUKYIIOBYBATH, IIOTalIaTH
merging 00’ €IHAHHS, 3ITUTTS
withdrawal 3HATTA 3 PaXyHKY

money at call TPOIII 10 BUMOTH

to assess OLIIHIOBAaTH

1. Read and translate sentences only with new lexis.
1. Banks are institutions which accept money from people for safe keeping.
2. Retail banking involves business with individuals and small businesses.
3. They offer a variety of services such as deposit and current accounts.
4. Thus, personal, corporate and bank depositors are assured that their
deposits can be redeemed at full value.
Later, other activities were added to the original function of the banks.
6. In this intermediation process costs are incurred which must be met out of
the bank’s margin between the borrowing and lending interest rates.
7. Banks make money work at all levels in industry and commerce.

o

2. Put the missing letters.
Val...bles, r..d...m, as...e...s, withd....al, itr...m...d..ry, l...n, exp...se, dis...nt, ac...re, m..rg...n.

BANKING SYSTEM
COMMERCIAL BANKS

By definition, banks are institutions which accept money from people for safe keeping, lending it
out to others, but particularly creating money by lending their credit, i.e. by making loans and
advances to customers. Banks make money work at all levels in industry and commerce.

Thus, commercial (or in the UK clearing) banks are providers of payment services and they act as
financial intermediaries. They offer a variety of services such as deposit and current accounts
tailored to fit particular savers' preferences' and they lend the funds they receive on a variety of
terms which satisfy the needs of a range of borrowers.

By pooling risks, by studying the experience of many individuals and by acquiring the expertise to
assess the prospect of profit and loss inherent in lending, banks are able to provide their savers with
a combination of interest, ease of repayment and protection against loss that are better than these
savers could obtain by lending directly to the ultimate borrowers. Banks mediate between these
borrowers and savers to achieve a profit. In this intermediation process costs are incurred which
must be met out of the bank's margin between the borrowing and lending interest rates.? Banks are
able to achieve these margins through economies of scale. But the margin is always under pressure
from the basic costs of the business and from competition. They make their profit by paying a lower
rate of interest for the money they lend.

Later, other activities were added to the original function of the banks. A modern joint-stock bank is
expected to supply® the following services: to accept deposits; to provide cheque facilities;* to



collect and pay cheques, bills and dividends; to grant loans to customers and arrange for overdraft
facilities; to discount bills; to open letters of credit; to issue travellers' cheques; to transact foreign
exchange business;” to provide safe-deposit strong-room facilities for clients' valuables; to transact
stock and share business ® on behalf of their clients and hold securities in safe custody.

Banks write "insurance" type contracts’ with depositors and borrowers. Thus, personal, corporate
and bank depositors are assured that their deposits can be redeemed at full value.

Retail banking involves business with individuals and small businesses. Wholesale banking
involves business primarily with other large banks, as well as some business with governments and
very large multinational companies.

The more recent development in banking is the merging of investment and commercial banking.
Investment banking involves information intermediation and underwriting roles.

In addition, offshore banking, which is part of a country's banking business that is denominated in
foreign currencies and transacted between foreigners, is developing too.

Since banks must always be able to meet demands for withdrawals, either immediately or at short
notice, they keep a certain percentage of their deposits in actual cash with the Central Bank. This so
called Cash Ratio is carefully guarded by banks through their credit policy. Bankers are cautious
men and, besides organizing the first line of defence - maintaining the Cash Ratio, they guard
carefully another percentage, which is the liquidity ratio, or near money i.e. cash, money at call and
Treasury Bills, in their assets.

Words you need:

taccounts tailored to fit particular savers' preferences — PaxyHKH, SIKi BIJKPUBAIOTHCA 3 ypaxyBaHHAM MOTPeO
BKJIQIHUKIB

?In this intermediation process costs are incurred which must be met out of the bank's margin between the borrowing
and lending interest rates— L5 mocepeaHuIbKa MisUTbHICTD TOTPEOy€e BUTpaT,

SKi TOBHHHI OyTH TOKpPHUTI 3a paXxyHOK pI3HUII MDK BIJCOTKOBHMH CTaBKaMH Ha TIO3WKOBHI Ta IO3UYKOBHUI
KariTain(3aeMHBIN U CCYTHBIH)

A modern joint-stock bank is expected to supply - BBaxaeTbcs, M0 cydacHWi akIioHepHHH OaHK
IIOBUHCH. ..

*cheque facilities - TIOCIYTH 3 OTIPAIIOBAHHS YCKiB

*to transact foreign exchange business - MIPOBOJIMTH YTO/IH 3 IHO3EMHOIO BATFOTOO

8o transact stock and share business - NPOBOJIMTH YTO/IH 3 IIHHUMH TTATIepaMu

"Banks write "insurance" type contracts - Ganku OepyTh Ha cebe 3000B’sI3aHHS IO

CTPaXOBUM KOHTPaKTaM.

Exercises
1. Answer the guestions:
What services do banks offer?
What is the nature of banking?
How do banks earn a living?
Do commercial banks play a very important role in an economy?
What are the more recent developments in banking?
What banking policy can guarantee stability?

couarwhE

2. Find in the text English equivalents for the following Ukrainian phrases:

[To BU3HauUEHHIO, MPUHMATH I'POIIl Ha 30€peKeHHs, TTO3UYaTH I'POIIi, JaBaTH MO3UKU, (PIHAHCOBUN
MOCepEIHNUK, JCTO3UTHUN pPaxyHOK, MOTOYHHMA paxyHOK, Ha pI3HHX YyMOBax, 3aJ0BOJBHSITH
nmoTpedu, oJepKyBaTH JIOCBiJl, OIIHIOBATH TEPCHEKTUBH, BHUCTYMATH Yy PpOJII IOCEPEIHHKA,
MOKPUBATH BHUTPATH, PI3HUIS MK BiJCOTKOBHUMH CTaBKaMH, BIJICOTKOBAa CTaBKa Ha MO3WYCHHIA
KariTaju, CTaBKy TTO3WKOBOTO BiJICOTKA, EKOHOMIs, sika 00yMOBJIEHa POCTOM MacIITaliB JisTLHOCTI,
BiIUyBaTH BIUIMB, I1HKacyBaTH Ta OIUIaYyBaTH 4YEKH, OOJIKOBYBAaTH BEKCEJi, BIJKpPHBATU
aKpeJMTHUBH, BUIIUCYBATH JOPOKHI YEKH, HaJaBaTH oBepapadT, MPOBOIUTH OIeparllii 3 iH03eMHOIO
BAJIOTOIO, HaJgaBaTH Cel(oBI TOCIyrH, 3a JOpYyYEHHSIM KIi€eHTa, 30epiratu y ceiidi,
BI/IIIKOJIOBYBATH 3a IMOBHY BapTiCTh, MAaTH PE3EpBH, Ormepailii OaHKIB 3 HMIMPOKOIO KIIEHTYPOIO,
orepauii KpynmHUX OaHKIB MiX c00010, 3IUTTS OaHKIB, 3aI0BOJBHATH MOTpeOaM, 3HATTS IpoIlei 3
pPaxyHKIB, 3 KOPOTKOCTPOKOBHM IIOBIIOMJICHHSIM,  HOpPMa KacCOBUX pPe3epBiB, KOEQIIIEHT




JIKB1JTHOCTI, TPOILI JI0 3alIUTaHHS, Ka3HaYEHChKI BEKCEJI.

3. Find synonyms for the words underlined.
1. Banks are institutions which accept money from people for safe keeping, lending it out to others.

a) to take b) to give c) to redeem
2. Banks mediate between these borrowers and savers to achieve a profit.
a) to work b) to intermediate c)to assess

3. Offshore banking, which is part of a country's banking business that is denominated in foreign
currencies and transacted between foreigners, is developing too.

a) to do a deal b) to redeem c) to acquire

4. In this intermediation process costs are incurred which must be met out of the bank's margin
between the borrowing and lending interest rates.

a) to need b) to require c) to reduce

5. By pooling risks, by studying the experiences of many individuals and by acquiring the expertise
to assess the prospect of profit and loss inherent in lending, banks are able to provide their savers
with a combination of interest.

a) to gain b) to evaluate c) to cut

4. Match the verbs from (a) with the nouns from (b) below:

a) To discount b) needs

To accept bill

To provide travellers™ cheques
To issue service

To achieve profit

To pay letter of credit
To acquire interest rate
To withdraw deposits

To satisfy money

To meet loans

To grant demand

To open expertise

5. Think of the verbs that are most commonly used with:
Loan, bank, check, interest, bill, money, deposit, payment, service.

6. Think of the nouns that are most commonly used with:
To pay, to charge, to improve, to increase, to offer, to achieve, to expand, to provide.

7. Make up your own sentences with any five word combination from 5 and 6.

8. Say how the following words are formed:

banker — banking — bank

to serve — service — servant

to act — actor — active

reliable — reliability — to rely

employer — employee — to employ — employment — unemployment -the unemployed
to invest — investor — investment

issue — to issue — issuer — issuance

receiver — receipt — reception — to receive — receivable

to satisfy — satisfaction — satisfactory — satisfied — dissatisfied

9. Write down the Ukrainian equivalents:
current account

to deposit
depositor




deposit account
savings account
cash dispensers
free of charge

10. Make up the sentences putting the words in the correct order.
1. Banks, which, institutions, are, money, from, accept, for, it , safe, keeping, people, out,
lending, to, others.
They, variety, offer, of, and, intermediaries, they, as, act, services, financial, a.
Banks, between, these, mediate, borrowers, a, profit, savers, to, achieve, and.
They, their, profit, make, rate, paying, by, a, lower, interest, of, they, money, for, the, lend.
Banks, with, write, depositors, and, borrowers, contracts, type, “insurance”.
Retail, involves, banking, with, and, businesses, business, individuals, small.
7. Wholesale, involves, primarily, banking, business, other, banks, with, large, and,
governments, with, and, companies, multinational.
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11. Complete the sentences with the following words: free of charge, depositor, activities,

employer.
1. Banker's services cover an enormous range of.... , today.
2. A new...should be recommended by his ........... or should present a reference.

3. A cheque book will then be issued

12. Find and read sentences explaining the title of the text.

13. Find in the text sentences expressing such ideas.
1. In a commercial sense, bank is an establishment which borrows money from the public,
crediting them with a deposit.
Banks can act as financial intermediaries.
Banks may be said to provide financial services.
“Insurance” type contract means that bank has to redeem all deposits.
Offshore banking transacted between foreigners.
Cash Ratio is the guarantee of redeeming the deposit.
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14. Checking facts and ideas. Decide if the statements are true or false.
1. The bank lends the deposited money to customers who need capital.
2. Nowadays banks handle huge amount of money deposited in them.
3. The bank borrows the funds from the public for the specific purpose lending them
again to the customers.
4. New banks services are proved to be constantly coming into life.
5. Retail banking involves business with other large banks.
6. Cash Ratio is the “bank’s insurance”.

15. Explain the difference between current and deposit accounts.
Banker's services cover enormous activities today. A full list would include:

e Current account services
They are extended to anyone whom banks regard as reliable. A new depositor should be
recommended by his employer or should present a reference. If this proves satisfactory the bank
will accept a deposit from him which be entered in his current account. A cheque book will then be
issued free of charge. Once the customer has received his cheque book he may use the cheques to
order the banker to pay out sums of money from his current account. Money is being paid into and
paid out of the account so often the customer finds convenient.

e Deposit account services
Companies and individuals can deposit cash resources that are not needed at present. They can




withdraw the money either any day they need it or after a certain period in case of time deposits.
e Savings account services
It enables small savers to put money away for particular purposes, for example for holidays.

e Other services
Services in foreign trade payments
Granting loans
Investment management services
Economic information
Banker’s credit cards
Foreign exchange®
Foreign exchange transaction?
Discounting bills of exchange®
Cash dispensers and automated teller machines*
Safe custody®
And many others

Words you need:

Foreign exchange'- inozemua Bamora

Foreign exchange transaction? - yrozia 3 iH03eMHOIO BaIIIOTOIO

Discounting bills of exchange® - 061ik Bekcernis

Cash dispensers and automated teller machines* - aBromarndna kacoBa MaIMHa Ta aBTOMAT 3 BHIIATH FOTIBKH
Safe custody® - 36epiranns GaHKOM IIHHOCTEH KTi€HTa

15. Divide the text into the logical groups and give them titles.

16. Single out the main points of the text. Use the following opening phrases.
The text looks at (the problem of...)

The text deals with the issue of..

It is clear from the text that...

Among other things the text raises the issue of...

The problem of...is of great importance

One of the main points to be singled out is

Great importance is also attached to...

In this connection, I’d like to say...

It further says that...

I find the question of...very important because...

We shouldn’t forget that...

I think that...should be mentioned here as a very important...mechanism of...

17. Give extensive answers to these discussion questions:
What is the nature of banking? How do banks earn their living?
What services do banks offer to individuals/corporations?
What kinds of banks exist? Describe their activities.
How can an individual get a bank loan?
What does the stability of a bank depend on?
What are the functions of central banks?
In what way do the discount houses earn money?
How is banking developing these days?
9. How do banks obtain funds?
10. Describe the banking system of Ukraine.
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18. Prepare a short talk on the following:

a)Explain how banks earn profit, how they act as financial intermediaries, how they create new
money.

b) Have you ever turned to a bank either as a depositor or a borrower? Have you ever done business




with banks offering intermediation services?
c¢) Do you have a credit card or a debit card? What was the most recent purchase you made with
your cards? Describe the sequence of connected events with the use of the cards.
d) If you have a bank account and heard that your bank was not honouring its obligations towards
depositors, what would you do about your account?

Grammar exercises

1. a) Supply the articles where necessary.
b) Write down 3-5 questions about the texts.
c) Say a few words about services provided by commercial banks.

a) A bank was originally ... bench set up in the marketplace for ... exchange of money. In a
commercial sense, a bank is ... establishment where money is received on deposit to be repaid on
demand or at notice, as may be arranged, and where loans are negotiated, bills discounted, and
general financial business transacted. The main functions of... modern commercial bank are:

* to receive money on current accounts repayable on demand, or on deposit accounts repayable
subject to an agreed notice;

* to lend money by granting ... loans and ... overdrafts or discounting bills of exchange and ...
promissory notes.

Apart from these two chief functions - linking up lenders and borrowers of capital - the bank
performs many other functions:

* ... obtaining and giving information as to ... financial standing of customers: transferring funds for
... payments or ... investments;

» making foreign currency transactions;

« issuing letters of credit, drafts and travellers' cheques;

« undertaking duties of... agents, trustees and guarantors;

« performing leasing and factoring operations and others.

A very important part of any efficient banking system is ... interbank market.

Some banks get more ... deposits than requests for loans, and vice versa. The interbank market
smooths out these imbalances by providing ... way for ... bank with too many deposits to pass them
on to ... bank with too many loan requests. In London there are different interbank markets for
different currencies and for deposits with different maturities. Of these, ... Eurodollar interbank
market is particularly important, and LIBOR (the London interbank offered rate) is ... key dollar
rate for all the world's international borrowing and lending.

Words you may need:

bench

establishment

negotiate

repayable

bill of exchange
promissory note

apart from

link up

financial standing

to issue a letter of credit
draft

trustee

guarantor

leasing and factoring operations
interbank market

vice versa

to smooth out imbalances
maturity gac

LIBOR

JlaBKa

yCTaHOBa

BECTHU TIEPETOBOPH

SIKMH HAJIEXNTh OIIATUTH

MIepEBOAHMUI BEKCEIh

MIPOCTUI BEKCETb

OKpiM

3B’A3yBaTH

(hiHAHCOBE CTAHOBHIIIC

BHUCTABJISTH/BUIIMCYBATH aKPEIUTUB

TparTa, NePeBOJAHUI BEKCEIIb

IIOIICYUTECIIb

rapaHT

orepauii 1o Ji3uHTY U (pakTOpHHTY

MEXOaHKIBCHKHI PUHOK

HaBIIaKH

3MJIAJKYBaTH, yCyBaTH AMCHPOIIOPIIi

TOTaIIeHHs 3000B’I3aHHS;, Yac pO3paxyHKy

CTaBKa IPOIO3uii (TIPOIaBIIsA) HA TOHIOHCHKOMY
MeXOaHKIBCHKOMY PHHKY JEMIO3HTIB



2. Read the text.
a) Open the brackets putting the verbs in the correct form.
b) Say what you have learnt from the text about international banks.

Basic principles of commercial banking best (to demonstrate) in the case of international banks.
These institutions are the dominant traders in the Euromarkets and the foreign exchange markets are
very active in some domestic credit and bond markets. The Eurocurrency market (to consist) of
banks, commonly referred to as "Eurobanks”, which accept deposits and (to lend) in
foreign currencies. Most of the banks active in the Eurocurrency market also (to trade) extensively
in the foreign exchange markets. The Eurobanks concerned include some of the largest banks in the
world.

Eurobanks are typically London branches of these large international banks and primarily (to
engage) in intermediation in short-term deposits denominated in currencies other than Sterling.
Eurosterling dealing (to take) place outside of British jurisdiction. The large American and Japanese
banks (to dominate) the Eurocurrency business, but major British banks also (to be) very active
throughout the 1980's. Some of the large world commercial banks also (to form) "consortium"
banks as special purpose joint ventures set up to deal in the Eurocurrency market. From the parent
bank's point of view, the Eurobank branch or consortium (to be) able to operate outside the range of
domestic banking regulations and therefore (to achieve) considerable cost economies due to the
absence of reserve requirements and other regulatory costs. International co-operation on capital
adequacy standards (to begin) to erode this privileged position. As a result, the global financial
intermediation activities of international banks are now increasingly subject to some form of
international control. A further advantage of Eurobanking (to stem) from the scale of borrowing and
lending in this market. This means that major economies of scale can be realized by banks. These
factors explain why Eurocurrency deposit and lending rates fall within the equivalent domestic
values. Thus the Eurosterling loan rate (to be) lower than the British domestic bank loan rate and
the Eurosterling deposit rate (to be) higher than the British deposit rate. The resulting very narrow
profit margin in the Eurocurrency market is only possible due to the transaction and regulatory cost
savings achievable in this market compared with equivalent domestic markets.

depositors, what would you do about your account?

3. Discuss the kinds of banks described in the text and their functions.

In a country with a developed banking system there are different kinds of banks with widely
varying activities. They are:

1. The Universal banks. Those banks (commonly found in Switzerland, West Germany and
the Netherlands) are allowed to do almost anything financial, from lending other people's money to
underwriting, advising on investments, stockbroking, etc. Some frown on universal banking in the
belief that it creates too many conflicts of interest within one bank. Can a bank give advice on a
share for which it is the underwriter and also broker and banker to the issuer? That question has not
stopped foreigners from wanting a Swiss bank account and taking their Swiss banker's investment
advice.

2. The ordinary deposit banks. These include the commercial or joint-stock banks, large and small,
some private banks. All these have direct contact with the public which deposits money with them
and draws cheques on them.

3. The savings banks. The chief function of these banks is explained their name. In old times
savings banks were banks which accepted only the deposits of small savers. They did no business
with industry and provided no money-transmission service, had no cheque-drawing facilities. These
distinctions between savings banks and other banks now being eroded.

4. The merchant banks, or "acceptance houses". Merchant banks are British banks which
concentrate on advising companies about raising new capital and about buying or selling other
companies. They do a bit of lending too. Some of them also specialize in fund management.
Merchant banking is the business carried out over the last two hundred years or so by a small




number of London-based institutions. The origins of merchant banking in London lie in the 18th
century.

The name "merchant bankers" refers to their origin as mercantile houses specializing in the export
of British products and the import of products from foreign countries. This involved remitting
money from one country to another, and the bill of exchange on London became the means of
financing the import and export trades, which

allowed the vendor and purchaser of traded goods to achieve liquidity; the role of the merchant was
to put its name to or to "accept” a bill, which was then discounted in the market. The skill of the
general merchant was to assess the credit of the purchaser whose bill it had accepted. Trade and its
finance continued to form the backbone of their business and the growing significance of their
ability to provide credit transformed a number of general merchants into merchant banks,
specializing in accepting bills. In doing so they assisted London to become the world's financial
centre: the bill of exchange on a London accepting house, denominated in sterling, became a means
of settlement in trade throughout the world.

Merchant banks maintained excellent connections with leading British companies and frequently
joined their boards. As a result, from the 1950s a small number of merchant banks, in addition to
their acceptance business, came to dominate the business of corporate issues in the form of offers
for sale of formerly private companies to the public, rights issues of equities and debenture issues.
In these issues merchant banks acted both as advisers and as primary underwriters in guaranteeing a
sale price to the vendor. Merchant banks took full advantage of the development of the
Eurocurrency markets in London in 1970s, and were amongst the most active syndicators of
currency loans to the international banking community. Merchant banks have built up a substantial
business as investment managers on behalf of UK institutions, such as pension funds, as well as
overseas governments and major institutions worldwide. They played a leading role in developing
the international investment management industry in London.

5. The consortium banks. A consortium bank is a bank owned by a group of other banks from a
number of different countries, no one of which owns a majority share. Consortium banks were
children of the Euromarket. Born in the 1970s they gave smaller banks a way into the Euromarket
hand in hand with bigger bank partners. The advantage to the bigger banks lay in their easier access
to the big domestic customers of the smaller banks.

Some consortium banks continue to thrive by staying at the forefront of new financial techniques,
acting as a type of merchant bank, some other were gobbled up by one or other of their
shareholders.

Words you may need:

universal bank yHIBepcaJIbHUI OaHK

underwriting n aH/IeppalTHHT, rapaHTOBaHe PO3MIllIeHHs (I[IHHUX TaIepiB)
frown HE CXBAJFOBATH, BITHOCHTHUCS HETaTHBHO

erode po3MuBaru(cs), pyHHyBaTH

fund management KepyBaHHS (DiHAHCOBUMH KOIITaMH

London-based SIKUH 3HaXOAUTHCS Y JIOHTOHI

mercantile KOMEPIIiHHAHN, TOPTOBHit

to remit money MepeBOANTH rpoti (1o Tenerpady)

vendor TOPTOBEIlh, TIPOIABEIH

backbone xpebeT, OCHOBa

rights issues of equities  BuIyCK HOBHX aKIIii, sSIKi MPOMOHYIOTHCS aKIliOHEpaM KOMITaHi it
debenture oburirartis (aKIioOHEpHOT KOMIIaHiT)

consortium bank KOHCOPIiiHHI GaHK

majority share KOHTPOJIbHHI MAKET aKI[iH

thrive MpOLBITaTH

gobble nornuHaTH (OYKB. TOXKUPATH)

4. Read the dialogue, convert direct speech in indirect, sum up its content, write down the
annotation.

COMMERCIAL BANKS IN UKRAINE
Foreigner: As far as | know, Ukraine has a two-tier banking system.



Ukrainian: Yes, our banking system consists of the Central Bank of Ukraine (CBU) and commercial
banks, which is typical of many countries in the market economy.

F.: How do your commercial banks operate? Is the regulatory control strong enough?

U.: Banking in Ukraine is regulated by the Law on Banks and Banking in Ukraine. As to the CBU,
it is constantly strengthening its regulatory and supervisory role. For instance, now banks can start
operating only after they get registered and obtain a license from the CBU.

F: Your banking legislation provides for the existence of banks and credit institutions. How do they
differ? U: Our credit institutions are only allowed to perform cash settlement operations, collect
money and documents, buy and sell foreign currency.

F.: How are your banks run?

U.: It depends on the organizational and legal form of the bank. Banks with the authorized capital
made up of contributions, have the status of limited liability societies. The founders' contributions
may be in the form of money, property and other tangible assets. A joint-stock bank forms its
authorized fund by issuing shares.

The governing body in a bank is a meeting of the founders or shareholders. Between the meetings,
this function is performed by the bank's council. They determine the bank's policy.

Day-to-day management is carried out by the board, which is an executive body. The board is
headed by the President. The board members determine the bank's structure and functions of its
departments.

F.: In the West, bankers' services cover an enormous range of activities today. What about your
banks?

U.: In principle, we offer practically the same services. All operations can be divided into active and
passive. Passive operations are bank's resources consisting of a bank's own and outside funds. I
mean the authorized capital, the reserve and special funds as well as the retained profit.

F: But the bulk of a bank's resources are formed by outside resources, in other words, loans
obtained by the bank and deposits.

U.: You are right. Speaking about active operations, I'd like to stress that they are placement
operations aimed to get a profit and guarantee a bank's liquidity. They are cash, credit and
investment operations.

F.: What operations prevail in the assets structure?
U.: Lending operations. Their share is the largest.
F.: Then the loan management departments must be most careful with applicants.

U.: They are. They study creditworthiness of applicants and their credit history most carefully
before they give recommendations to lending operations departments.

F.: Banks sometimes follow a risky credit policy. Are your banks tempted by quick and easy
profits?

U.: They are. Moreover, sometimes they infringe normative documents of the Central Bank,

particularly about the capital and reserve requirements. Some banks also infringe rules for
accounting and reporting and requirements for reserves for possible losses.

F.: What is the position of the Central Bank in this critical situation?

U.: Banks are controlled regularly for capital adequacy, asset quality and liquidity, | mean cash and
"near cash™ investments.

F.: Refinancing is a tested technique to regulate bank's liquidity. Your Central Bank arranges
refinancing, doesn't it?

U.: Yes, it does. Refinancing is done by granting lombard credits, through sale and repurchase
agreements (REPOs), and by crediting correspondent accounts of banks acting as primary dealers in
the GKO market.

F.: | see that your financial sector is really developing at a great pace.

Words you may need:



Credit institution KpeIUTHA OpraHizaris

cash settlement operations PO3paxyHKOBO-KAacoOBi omeparlii
founder 3aCHOBHHUK
contribution BHECOK
tangible assets MaTepiaibHi aKTUBH
outside funds KOILTH, SIKi 3aJTy4at0ThCs
retained profit MPUOYTOK, KA HEPO3IOIiICHHUIH
placement operations po3smileHHs 3aco6iB
primary dealer TIEPBUHHUN IUIEP, TUIIEP 110 YPSIIOBUM OOIrarism
applicant 3asIBHUK
worthiness KPEAUTOCIIPOMOXKHICTE
credit history «KPEIWTHA iCTOPIs», TOCHE MO3HYATBHUKA
tempt CIIOKYILIATH
infringe HapyuiaTH (TpaBuiIa, 3aKOHH)
UNIT 12
taxation ONOATKYBaHHS
tax on income pHOYTKOBHIA [TOAATOK
tax on wages MTOIaTOK Ha 3apoOiTHY IIaTy
tax on salary MMOJIaTOK Ha 3apoOiTHY ATy CITy>KOOBIIIB
tax on profit MOZaTOK Ha MPUOYTOK
tax on dividends [IOJATOK Ha IUBIAEHIU
tax on rent [IOJIaTOK Ha PEHTHY IUIaTy
tax on interest MOJATOK Ha BiZICOTKOBHI MPHOYTOK
direct taxes MpsAMi TOAATKA
indirect taxes HENPSIMUH MOIaTOK
to give effect 3IifCHIOBATH, BUKOHYBATH
to levy 00KJIa1aTH OJATKOM

to impose 00KJIaIaT! MOAATKOM

after — tax income MIPUOYTOK MICIIST YTPUMAHHS OAATKIB
to complete a return 3aIOBHIOBATH MOJATKOBY JEKIIAPAIIito
to submit MIPE/ICTABIIATH

return MTOTATKOBA JEKJIAPALlist

1. Read sentences only with new lexis and translate them.

1.

no

S

~

Taxes on income (i.e. on wages, salaries, profits, dividends, rent and interest) and on
capital are known as "direct” taxes.

Some small component of government spending is financed through government
borrowing.

Taxes on commodities or services are known as "indirect"” taxes.

Individual states levy their own taxes.

In most countries there are campaigns for cutting government spending.

When the after-tax income is paid out to stock-holders® as dividends, it is then taxed
again as personal income.

This often imposes a double tax burden.

The Ukrainian government tries to create a climate in which business can thrive, to keep
the tax burden as low as possible.

2. Put the missing letters.

t..x, L.v..

, ret...rn, s.bm..t, imp..se, ind..rect and d..rect t..xes, to c..mpl..te a r..turn, t..x on pr..fit,

t.x on d..v..dents, t..x on int..rest, t..x on w..ges, t..x on in..ome.

3. Work in pairs. One student has to name all the words he/she memorized from the word list

another student has to translate them.



Exercises
1. Answer the questions.
What are taxes?
What are the purposes of direct and indirect taxation?
Are businesses taxed equally?
How is taxation levied in the UK?
What taxes are paid to the state budget?
What bodies collect taxes?
Do taxpayers have the right to appeal against additional tax liability?
What is the difference between tax evasion and tax avoidance?
In what situations can incomes be taxed twice?
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2. Find in the text English equivalents for the following Ukrainian phrases:

[IpuOyTKOBHUI MOAATOK; TOJIATOK HA 3apO0iTHY IUIATy; MOAATOK Ha 3apoOiTHY IUIATy CIY>KOOBIIIB;
MOJaTOK Ha MNpUOYTOK TOJATOK Ha MAWBIACHIW, IOJATOK HA PEHTHI CIUIATH, IOJATOK Ha
BIZICOTKOBHI TPUOYTOK; TOJATOK HAa KalliTad; TpsMi IOJATKH, HENpsMi TOJATKH; TOKPHUBATH
BUTpPATH; BIJCOTKOBI CIUIaTH 1O 30BHIIIHBOMY Oopry, 100poOyT rpomanu; MiAJIAraiTh
OOKJIaJICHHIO TIOJJATKOM; BiTHOCHUTHCS IO-pi3HOMY; MPHOYTOK TICIIs OMOAATKYyBaHHS; TOJaTKOBA
JeKIapallis; TOJaTOK Ha MpuOaBlIeHY BapTICTh;, 30MpaTH MOJATKH; TPOBOJHUTU AYyIAUTOPCHKY
MEepPEBIPKY; TOJABaTH aleAliMHY CKapry; BIAXWJICHHS BiJ TMOJATKOBHX 3000B’s3aHb, SKE €
HE3aKOHHUM; 3a00pTOBaHICTh IO MOAATKOBHM BHILIATAM.

3. Find the pairs of synonyms and antonyms.

Considerable, to buy, advantage, almost, mostly, great, home, expenditure, provided, unemployed,
to need, to produce, to supply, to lead to, taxable, unproductive, efficient, to purchase, spending, to
cut, to levy, taxed, productive, employed, to require, disadvantage, to sell, to provide, to impose, to
reduce, domestic, to give rise to.

4. Match the verbs from (a) with nouns from (b) below:

a) to reduce b) economic welfare

to improve taxes

to correct inequality

to increase revenue

to check imports

to withhold business

to tax adverse balance of payments

5. Say how the following words are formed.

Partnership taxpayer
Assessment employee
Installment employer
Completion independence
Deduction reference
Information emergency
application

6. Make up sentences putting the words in the correct order.

Taxes, considered, to, are, three, have, functions.

Businesses, are, and, subject, individuals, forms, to, of, many, taxes.
All, entities, Ukrainian, legal, are, to, subject, law, tax, profit.
Ukrainian, provide, taxes, tiers, of, budget, three, revenue, for, the.
Ukrainian, eliminate, to, government, attempts, allowances, tax.
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7. Complete the sentences with the following words: corporation taxes, income taxes, a tax
year, financial, fiscal, assessment, installments, tax.
1. Individuals, partnerships and trusts pay......



Income tax and capital gain tax are charged for....

A tax year is sometimes called.....year or year of..... .

Corporations taxes are charged for a .....year.

Individuals usually pay taxes in two....

Companies pay..

An amount of money taken by central or local government from people’s income or company
proﬁts and used for public spending is called..

Noohkown

8. Write down the Ukrainian equivalents.
Board of Inland Revenue, to lodge an appeal, tax coding, tax office, tax year, tax position.

9. Find in the text sentences expressing such ideas.
1. Everybody must pay taxes.
2. There are two forms of taxes.
3. We know three functions of taxes.
4. Partnerships and proprietorships from the one hand and corporations and companies are the
subjects of different taxation.
5. The personal income tax is the most important source of tax revenue.
6. The systems of taxation in UK and the USA differ from each other.
7. Ukrainian taxes provide revenue for three tiers of the budget.
8. The tax authorities audit tax returns.

10. Checking facts and ideas using such expressions: Exactly; Right you are; | agree with you;
That goes without saying; There’s no denying it; No doubt whatever; I can’t agree with you; I’'m
against it; You are mistaken; Hardly.

1. Taxes on commodities or services are known as direct taxes.

2. High tax rates are said to reduce the intensity of work.
3. If half of all we earn goes to the government, we may prefer to work fewer hours a week and

spend more time in the garden or watching television.

4. Most of public expenditure is financed through taxation and government borrowing.

5. All the forms of business organizations are taxed equally.

6. Ukrainian taxes provide revenue for two tiers of the budget: regional and local.

7. If you receive income from a source in another country, you will pay taxes twice.

11. Find the definitions to the next terms:

direct tax value added tax corporation tax tax
indirect tax sales tax excise duty income tax
tax burden public goods tax rate taxable income

tax revenue

1. A form of indirect tax which is included in the selling price of a product and which is eventually
paid by the consumer.

2. An indirect tax which is based on the difference between the value of the output over the value of
the input used to produce it.

3. The percentage rate at which a tax is levied on income or expenditure.

4. The money raised by government through imposing taxes.

5. A tax levied by the government on goods and services in order to raise revenue, such as value
added tax and excise duty.

6. Goods and services provided by the state for all or most of the population such as education,
health, housing, etc.

7. A tax levied by the government on the income or property of households or businesses.

8. A direct tax levied by the government on the income (wages, rent, dividends) received by




households.

9. The amount of an individual's income on which a tax is levied.

10. The total amount of taxation paid by the population of a country in the form of income tax,
corporation tax, value added tax, etc.

11. A direct tax levied by the government on the profits of businesses.

12. An indirect tax levied by the government on certain goods, typically tobacco, oil, and alcoholic
drink.

13. An amount of money taken by central or local government from people’s income or company
profits and used for public spending.

Talking Points

1. Single out the main points of the text. Use the following opening phrases.
The text looks at (the problem of...)

The text deals with the issue of..

It is clear from the text that...

Among other things the text raises the issue of...

The problem of...is of great importance

One of the main points to be singled out is

Great importance is also attached to...

In this connection, I’d like to say...

It further says that...

I find the question of...very important because...

We shouldn’t forget that...

I think that...should be mentioned here as a very important...mechanism of... .

2. Prepare a short talk on the following:

1. The tax climate in Ukraine; recent changes in tax legislation. Give your opinion on whether
they are good for the health of the economy as a whole. Say what you think about the possible
impact on the survival of small firms.

Are you the type of person who should start a small business? Explain why or not.

Are people beginning to understand that to pay taxes is in their interest?

How do taxes in Ukraine compare with taxes in other countries?

What is the difference between tax evasion and tax avoidance?

What measures, in your opinion, can improve tax collection in Ukraine?

ok wn

Grammar Exercises

1. Name the number of the sentences where the word most has the meaning a) «oibuIicTD,
0iJIbIIIa YaCTHHA», B) « BeJIbMHU, BKpaii» ( BecbMa, KpaiiHe).

1. In modern economies taxes are the most important source of government revenues.

2. By far the most important source of tax revenue is the personal income tax.

3. In 1999 there was a most sharp fall in world oil prices.

4. In a situation of full employment, the supply of most goods and services will be inelastic.

5. With some groups of population, payments from social security funds may be a most important
contribution to household incomes.

2. Change the word order in the sentences using the Subjective Infinitive Complex.

Economists believe unemployment benefits to stop from looking for a job. - Unemployment
benefits are beleived to stop people from looking for a job.

1.Economists think youth employment to be low in Germany education is subsidized by the state.
2.Economists consider government spending cuts to be necessary in order to cut taxes.



3.Economists say economic system to be the particular way in which the economic activity in a

country is organized.

4.Economists believe workers in poor countries to be much 1ess productive as a result of bad

working conditions.

5.Statistics say the 16 percent of world population living in the industrial countries receive nearly

80 percent of the world income.

6. We know public goods to be paid for out of general taxation.

7. We know a subvention to be money given by a government, a person or an organization to help
somebody do something for the good of the public, for example, in education or sciences.

8. We consider a subsidy to be money given by a government to certain producers to help them to

produce at a low price goods and services needed by the public.



TEST YOURSELF
I. Complete the sentences.
1. I try to spend money and time ...

a) economical b) economically c) economic d) economize.

2. The aim of ..._is to analyze the trends in government expenditures.

a) budget classification b)functional classification  c) economic classification  d) cross-

classification

3.... is the projected cash balance at the end of a given period.
a) master budget b) capital budget ¢) cash budgetd) operating budget

4. ... 1s a measure of how quickly an item can be converted to cash.
a) store of value b) liquidity  c) money supply d) cash

5. Invisible trade is a trade in ...
a) tangible goods b) raw materials c) services  d) consumer goods

6. Central bank functions for the ...
a) government b) private customers c¢) population d) fraction

7. The consumer ...to decide how much the good A is preferred to the good B.
a) had to b) must C) has to d) can

8. He... to take more active part in decision making on the exports strategy of the company.
a) oughtto  b) should ) must d) isto

9. They ... completely ... the design of dollar bills.
a) are changing b) have been changed ¢) have changed d) had changed

10. The fall ...fortunately never came true.
a) predict b) predicted c) have predicted d) predicting

11. ... the retail price, the new company was able to attract thousands of customers.
a) decrease  b) having decreased c) decreased d) being decreased

12. If company is in trouble, it ... happy to borrow at almost any interest rate the bank charge.
a)is Db)was c) could be d) will be

I1. Complete the sentences.

13. The law of supply and demand says that

a) if demand exceeds supply, the price tends to fall
b) if demand exceeds supply, the price tends to rise
c) if supply exceeds demand, the price tends to rise
d) demand and supply do not depend on each other

14. We can say that the budget has a deficit when
a) expenditure exceeds the revenue

b) expenditure is equal to the revenue

c) the revenue is lower than expenditures



15. When the government levies the tax on a good
a) the price for that good will rise

b) the price for that good will fall

c) the price for that good will not change

d) it will be free

16. When an economy has no transactions with the rest of the world
a) we say it to be an open economy

b) we say it to be a closed economy

C) we say it to be a market economy

d) we say it to be a social economy

I11. Complete the sentences with following words: market, financial policy, fiscal,
installments, taxable income.

17.... is based on strategic guidelines mechanism and at directing financial activity of a country.
18. ...1is the organized group of buyers and sellers of a particular goods who are in contact with
each other.

19. The amount of an individual’s income on which a tax is levied is called...

20. A tax year is sometimes called a... year.

21. Individuals usually pay taxes in two_...

IV. Find the correct translation of the sentences.

32. The high price for good is the market mechanism telling suppliers it is now time to increase
production.

a) Bucoka I_IiHa 3a TOBAp 1 pI/IHKOBI/Iﬁ MGX&HiBM, SIKHI TOBOPHUTD IIOCTAYAJIbHUKAM, IO BXKC YacC
3011bIIyBaTH BUPOOHUIITBO.

b) Bricoka 1iHa 3a TOBap Ii¢ pUHKOBHIA MEXaHi3M, SIKHi TOBOPUTH IMOCTAYaIbHUKAM, [0 BKE
NpOHIIOB Yac 3011bIIyBaTH BUPOOHHUIITBO.

) Bucoka 1miHa 3a ToBap Ii¢ pUHKOBHI MEXaHI3M, SIKHIi [IepeaB MmocTadaabHIKaM, 110 e
npuiize yac 301IbITyBaTH BUPOOHHIITBO.

d) Bucoki minu 3a ToBapu 1€ PUHKOBUI MEXaHi3M, KUl TOBOPHUTH MTOCTAaYaIbHUKAM, 1110 B3KE
gac 301TbITyBaTH BUPOOHUIITBO.

33. YacTka moAaTKiB B LiHI TOBApY HE MOXKE 3aJIe)KaTH B/l KyIiBEJIbHOI CIPOMOKHOCTI
HaCCJICHHA.

a) The share of tax in a commaodity prices cannot depend on the profit.

b) The share of tax in a commaodity price depends on the purchasing power of population.

¢) The share of tax in a commaodity price cannot depend on the purchasing power of population.
d) The purchasing power of population cannot depend on the profit.

V. Find synonym or definition of the word.
22. A lot of economics factors have an influence on transaction.
a) deal b) transformation c) production costs  d) bargain

23. Savers and borrowers are connected by financial intermediary.
a) baker b) middle-man c) banks d) employers

24. Visible trade is the imports and exports of tangible goods.
a) fabric b) material  c) maternal  d) different

25. Levying taxes or borrowing, government pay for the goods they buy and for the transfer
payments they make.
a) imposing  b) taking c) giving effect d) submitting



V. Complete the table.

noun
26. | to allocate

noun
27. | expensive

verb
28. | existence

noun
29. | to estimate

adjective
30. | success

verb
31. | negotiation

V1. Look through the sentences which were written by Ukraininan who studies English.
Which of them are not correct? Match with “+” corrret sentences and “— “ sentences with
grammar mistakes.

34.a) All bank-notes and coins must be accepted at their full nominal value without restriction.
b) The strong an economy, the more fully its currency perform its functions.

¢) Nowadays events in other countries affect our daily lives much more than they did ten years
ago.

d) If kept accurately, accounts are easy to check.

VIII. which words are missed?
35. .... trade is trade in services.
36. ... is a means of paying for the goods and services individuals need and want.

IX. Put + near the sentences in Complex Subject.

37. Youth employment is thought to be low in Germany because education is subsidized by the
state.

38. The UK government is known to take nearly 40 percent of national income in taxes.

39. Most of public expenditure is financed through taxation and government borrowing.

40. Social security payments and unemployment are known as transfer payment.



international monetary system
international monetary institutions
to reconcile

balance-of-payments position

to settle accounts

adjustment

payment imbalances

employment opportunities

UNIT 13

MDKHapOJHa BaJIOTHA CHCTEMa
MiKHapozHi (iHaHCOBI opraHizarii
MPUMHPSITH

CTaH IUIATIXKHOTO OaaHCy
YPETyIoBaTh paxyHKH
KOPEKTYBaHHS, BUIIPABIICHHS
HepiBHOBara BUILIAT
BaKaHCii

exaggeration TPUOLTBIICHHS
to leave smb. worse off CTAaBUTHU KOTOCh B HEBUTIIHE TTOJIOKECHHS
imposition of controls BBEIICHHSI KOHTPOJTIO

1. Read sentences only with new lexis and translate them.

1. Employment opportunities for some workers are improved when exports thrive and are
weakened for other workers when foreign products compete effectively in price or quality with
domestic output.

2. Interdependence among nations has intensified lately.

3. The international monetary system is concerned with the financing of payments imbalances
among countries by the use of credit or reserves.

4. The International Monetary Fund, an association of governments was set up on 27th December,
1945,

5. A movement in the exchange rate may benefit an individual in one his roles but leave him worse
off in another.

2. Put the missing letters.
Int..rn..at...nal, mon..t.ry, s..stem, exag..r.ti..n, o..0..tunities, imp..s..t..on of contr..Is, ad..ust,
rec..nc..le, to s..ttle a..ounts.

3. Read the text.
INTERNATIONAL MONETARY SYSTEM
INTERNATIONAL MONETARY INSTITUTIONS

There is little exaggeration in saying that international monetary developments affect all individuals
as workers, consumers, travellers, businessmen producing goods for domestic or foreign markets,
and investors at home or abroad. The channels which transmit the impact of monetary events to
people in their various roles in society are numerous.

Employment opportunities for some workers are improved when exports thrive and are weakened
for other workers when foreign products compete effectively in price or quality with domestic
output. A movement in the exchange rate may benefit an individual in one his roles but leave him
worse off in another. The individual as a consumer may have a different view of and a different
interest in what happens in the international monetary sphere from that of the individual as a
worker.

Business activity is heavily influenced by international monetary conditions affecting prices,
exchange rates, interest rates, imposition of controls on exports or imports or on capital movements.
Interdependence among nations has intensified lately, thus there is great interest in the functioning
of the international monetary system. The international monetary system is a set of arrangements,
rules, practices, and institutions under which payments are made and received for transactions
carried out across national boundaries. The international system is concerned not only with the
supply of international money but with the relationships among the hundred or so currencies of
individual countries and with the pattern of balance-of-payments relationships and the manner in
which they are adjusted land settled.



International monetary relations are governed by rules of the Articles of Agreement of the
International Monetary Fund and also by agreements and consultations among nations through
other international institutions: the General Agreement on Tariffs and Trade (GATT), the
Organization for Economic Cooperation and Development (OECD), the Bank for International
Settlements (BIS), the United Nations Conference on Trade and Development (UNCTAD), the
World Bank Group and other organizations.
The international monetary system is afflicted with problems. The main reason is that the nations
that participate in it are politically independent but economically and financially interdependent.
This discrepancy determines the functions of the international monetary system; at its best, the
system acts to reconcile the conflicting economic policies of its politically independent members.
In order to perform this reconciling function, the system is concerned, first, with how nations act to
influence their balance-of-payments positions, with their policies that affect exchange rates.
The system is concerned, second, with how nations settle their accounts with one another. Third,
the system is concerned with the amount and form of international money.
In broad terms, the international monetary system involves the management, in one way or another,
of three processes:

1) the adjustment of balance-of-payments positions, including the establishment and alteration of
exchange rates.

2) the financing of payments imbalances among countries by the use of credit or reserves; and

3) the provision of international money.

Words you may need:

National boundarie’- nepsxapsi koproHu

Articles of Agreement - ycras

International Monetary Fund - Mixxaapoauuii Bantorauit ®ona

the General Agreement on Tariffs and Trade (GATT) - ['enepaibHe MOJIOKEHHS PO Tapu(H Ta TOPTIBIO

the Organization for Economic Cooperation and Development (OECD) - Oprawi3aiiisi ekOHOMiY4HOTO CITiBPOOITHUIITBA
Ta PO3BUTKY

the Bank for International Settlements (BIS) - Bark Mi>kHapomHHX PO3paxyHKiB

the United Nations Conference on Trade and Development (UNCTAD) - Koudepenrtist OOH 3 Toprisii Ta po3BHTKY
the World Bank Group - rpyma CiToBoro 6anky

is afflicted with problems - o6TspxyBaTu mpobiemamu

discrepancy - po3XoKeHHs, MPOTUPIYUs

to settle accounts - yperymoBaTu po3paxyHKH

broad terms - y mipokoMy cMucii

establishment and alteration of exchange rates - yctanoBnenHst Ta 3MiHa 0OMiHHUX KypCiB

Exercises
1. Answer the questions:
In what way are individuals affected by international monetary developments?
What is the international monetary system?
What is the international monetary system concerned with?
What are the international monetary relations governed by?
What are the major international monetary institutions?
Is the international monetary system afflicted with problems?
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2. Find English equivalents for the following Ukrainian phrases.

He Oyne BenukuM mpuOUTBIICHHSM CKa3aTH; MO3HAYATHCS HA JIIOMSX; HUISXU, SIKUMH TEePEeIacThCs
Ilel BIUIMB PI3HOMAaHITHI; YUCJIO BaKaHCIM 30UIBIIYETHCS; EKCIOPT MPOLBITAE; KOHKYPYBaTH IO
LIHaM 1 MO $KOCTI; 3MIHAa BaJIOTHOTO KYypCy; BBEAECHHS EKCIOPTHOIO KOHTPOJIIO; MIKHapOjaHA
BQJIIOTHA CUCTEMA 11€ COBOKYIIHICTh YTOJ, NMpaBWJ, OpraHi3auii i T.JA.; XapakTep B3a€MOBIJHOCUH
IUIaTIKHUX OaslaHCIB; B3a€EMOBIIHOCUHM PETYIIOIOThCS; OyTH 3aJ1€KHUMU €KOHOMIUHO; BHU3Ha4YaTu
(GYHKIIT; MONOXKEHHS 3 MIATHKHUM 0allaHCOM; KOPEKTYBAaHHS TOJIOKEHHS 3 IUIATIXKHUM OallaHCOM;
YCTAHOBJIEHHSI Ta 3M1HA BaJIOTHUX KYpCIB.



3. Find the pairs of synonyms and antonyms.

Affect, thrive, dependence, impact, long-term, independence, weaken, short-term, to implement,
permanent, to pursue, temporary, to exaggerate, to improve, to reduce, to make worse, discrepancy,
agreement.

4. Match the verbs from (a) with the nouns from (b) below:

a)To address b)Export controls
To affect Individuals

To provide Relationship

To define Interests

To reconcile Accounts

To impose Benefits

To strengthen Functions

To adjust Problems

To settle Impact

5. Make up sentences putting the words in correct order.

1. International, relations, by, are, of, the, of, Agreement, governed, monetary, rules, the,
Articles, of, of, the, Monetary, International, Fund.
2. The, monetary, international, is, a, set, system, of, arrangements, practices, rules, under,

which, and, payments, institutions, are made, and, for, received, transactions, out, carried,
national, across, boundaries.

3. The, system, international, concerned, about, is, the, among, relationship, the, of, hundred
or, of, individual, so currencies, countries, monetary.

4. The, monetary, is, system, afflicted, international, problems, with.

5. The, monetary, to reconcile, system, acts, international, the, economic, conflicting, its,

politically, of, members, independent.

6. Complete the sentences with the following words:

a) the international monetary system d) imposition of controls

b) international Monetary Fund e) leave him worse off

c) payments imbalances f) employment opportunities

1. .... for some workers are improved when exports thrive and are weakened for other workers

when foreign products compete effectively in price or quality with domestic output.

2. Business activity is heavily influenced by international monetary conditions affecting prices,
exchange rates, interest rates, ...... on exports or imports or on capital movements.

3. ....Is a set of arrangements, rules, practices, and institutions under which payments are made and
received for transactions carried out across national boundaries.

4. The international monetary system involves the management, in one way or another, of three
processes and one of them is the financing of ...... among countries by the use of credit or reserves.
5. Amovement in the exchange rate may benefit an individual in one his roles but ....... in another.
6. ...a specialized agency of the United Nations encouraging international monetary co-operation
and international trade.

7. Write down the Ukrainian equivalents.

Articles of Agreement

International Monetary Fund

The General Agreement on Tariffs and Trade (GATT)

The Organization for Economic Cooperation and Development (OECD)
The Bank for International Settlements (BIS)

The United Nations Conference on Trade and Development (UNCTAD)
The World Bank Group

8. Find in the text sentences expressing such ideas.




1. The international monetary developments affect the lives of all people.
2. The international monetary system touches a lot of problems.
3. The international monetary system works according to the rules.
4. The reason of monetary system problems is in the politically independence of nations and in the
same time in their economically and financially interdependency.
5. The international monetary system is concerned with three main problems.

9. Checking facts and ideas using such expressions: Exactly; Right you are; | agree with you;
That goes without saying; There’s no denying it; No doubt whatever; I can’t agree with you; I’m
against it; You are mistaken; Hardly.
1. The international monetary system influences only on the lives of businessmen.
2. Employment opportunities for workers depend on the economical situation in their country
and have no any connection with the international monetary system.
3. Business activity is heavily influenced by international monetary system.
4. The international system is concerned only with the supply of international money.
5. International monetary relations are governed by rules.
6. The international monetary system is not afflicted with problems.
7. The problem how nations settle their accounts with one another is not the problem of the
international monetary system.
8. The international monetary system involves the management of three processes.

Talking Points
1. Single out the main points of the text. Use the following opening phrases.
The text looks at (the problem of...)
The text deals with the issue of..
It is clear from the text that...
Among other things the text raises the issue of...
The problem of...is of great importance
One of the main points to be singled out is
Great importance is also attached to...
In this connection, I’d like to say...
It further says that...
I find the question of...very important because...
We shouldn’t forget that...
I think that...should be mentioned here as a very important...mechanism of... .

Grammar Exercises

1. a) Supply the articles where necessary.
b) Write down 3-5 questions about the text.
c) Describe the purposes for which the IMF was set up.

THE INTERNATIONAL MONETARY FUND

The International Monetary Fund, an association of governments was set up on 27th December,
1945, as a result of the Bretton Woods Agreements which were designed to translate the bitter
lessons of global depression into ... stable and cooperative international monetary system. The
organizational structure of the IMF is set out in its Articles of Agreement, which entered into force
in December 1945. The goals of... IMF are to promote international monetary cooperation through a
permanent institution; to facilitate the expansion and balanced growth of international trade; to
promote exchange stability; to assist in the establishment of a multilateral system of payments in
respect of current transactions between members; and to provide members with an opportunity to
correct maladjustments in their balance of payments without resorting to measures destructive to
national and international prosperity.

Over many years the IMF has been directly involved in supporting ... efforts of developing




countries to pursue broad structural reforms and achieve sustainable growth. As of August 1, 1994,
179 countries were members of the IMF. Each member government has been set ... quota to be paid
into the Fund, payable partly in ... gold and partly in the member's own currency; the quota
determines the member's voting power and ... amount of foreign exchange that it may draw from the
Fund. A member may purchase foreign exchange, paying its own currency, but ... member must
"repurchase™ its own currency within three or, at the outside, five years to maintain the balance in
the Fund pool.

Currencies drawn from the Fund may be used to relieve ... member's balance-of-payments
difficulties; the funds may not be used for military purposes or for programmes of economic
development. The aim is to assure ... maintenance of fixed exchange rates in the face of short-term
fluctuations. Many countries have been helped in this way. Each member undertakes to establish
and maintain an agreed par value for its currency, and to consult the Fund on any change in ... initial
parity.

In addition, the Fund consults with members on their international financial situation and on
specific problems as they arise. On request, the Fund furnishes expert missions to advise and
assist... governments in working out monetary problems on the spot. In any event, members are kept
informed of... latest developments. Policies are laid down by a Board of Governors, representing all
members, which normally meet annually. Many of its powers are delegated to a Board of Executive
Directors. In recent years, the resources of the Fund have been supplemented by resources of...
Group of Ten.

Words you may need:

to be designed

to enter into force
balanced

multilateral system

in respect of

to correct maladjustments
resort (to) v

OyTH MPU3HAYECHUM
BCTYIATH B CHITY
30a71aHCOBaHUI
6araToCTOpOHHS CUCTEMA
B BIHOIIIEHH]
BHUIIPABISITH TUCTIPOTIOPIIT
yAaBaTUCs 10

structural reforms CTPYKTYpHi pedopmu
voting power TOJIOCH B OpraHax, siki KepyroTh
purchase v KyITyBaTH

to maintain the balance HiaTpUMyBaTH GajaHc
2. Prepare the short talk on the following:

1. In what way are individuals affected by international monetary developments?

2. Relations between Ukraine and international institutions such as GATT, OECD, BIS,
UNCTAD, IMF. In what ways do countries benefit from the membership in these
organizations?

Your opinion on Ukraine’s borrowings from the IMF. Is it the only way to cover the budget
deficit?

UNIT 14

bond market
maturity

to back

to deal (in)

to debt financing
equity financing
share

debtor

lender

to underwrite
hard-currency market
short-term securities
to issue stock

to trade

PHUHOK OOJirarfii

CTPOK OOpProBOro 3000B’sI3aHHS

rapaHTyBaTH, JaBaTH [TOPYIUTEIbCTBO
TOPryBaTH

(hiHaHCYBaHHS IUIIXOM OTPUMYBAHHS IO3UKH
MOO1Ti3aIlis KaImiTary 3a JOITOMOTOI0 BUITYCKY aKITiit
JOJIst

OOpPKHUK

KpeIuTop

rapaHTyBaTH PO3MIIICHHS I[IHHUX MamnepiB
PHHOK TBEP/I01 BaJIIOTH

KOPOTKOCTPOKOBI LIIHHI Narnepu

BUITYCKATH aKIIii

MIPOBOUTH yrOAK HA PUHKY IIHHUX MarepiB



1. Read sentences only with new lexis.

1. Money markets deal in short-term securities having maturities one year or less.

2. Mortgage bonds are debt that is secured by the pledge of specific property.

3 There is no uniform system for classifying the global bond markets.

4 Some sources of funds available to businesses (like issuing stock) are not available to
governments.

5. A bond is an instrument in which the issuer (debtor/borrower) promises to repay to the
lender/investor the amount borrowed plus interest over some specified period of time.

6. When revenues fall short expenditures governments go into debt-they borrow short- long-
term funds by issuing bonds.

2. Put the missing letters.
b..nd m...ket, m..t..r..ty, de..l, short-t..m sec.r...ties, e..ty financing, sh.re, de..tor, l..nd..r, to i.....ue,
under...te.

3. Read the text.
FINANCIAL MARKETS. THE BOND MARKET. TRADING IN THE BOND MARKET

People and organizations wanting to borrow money are brought together with those having surplus
funds in the financial markets.

There are a great many different financial markets, each one consisting of many institutions, dealing
with different instruments in terms of the instrument maturity and the assets backing it, and serving
different types of customers.

Generally, financial markets are classified as money or capital markets and primary or secondary
markets.

Money markets deal in short-term securities having maturities one year or less. Capital markets deal
in long-term securities having maturities greater than one year. An investor who purchases new
securities is participating in a primary financial market. An investor who resells existing securities
is participating in a secondary financial market.

So, when businesses, units of government or individuals cannot satisfy their needs for funds by
revenue from sales of goods and services, they can turn to either debt financing (any process by
which the firm gets cash or some other assets in return for a promise to pay an agreed upon sum
plus interest) or equity financing (any process by which a firm raises funds in return for a share in
its ownership management).

Some sources of funds available to businesses (like issuing stock) are not available to governments.
When revenues fall short expenditures governments go into debt - they borrow short-long-term
funds by issuing bonds.

A bond is an instrument in which the issuer (debtor/borrower) promises to repay to the
lender/investor the amount borrowed plus interest over some specified period of time. It should be
stressed that one of the most important characteristics of a bond is the nature of its issuer. Issuers
include federal (central) governments and their agencies, supranational® (such as the World Bank,
the Asian Development Bank), municipal governments, and nonfinancial and financial
corporations.

By far the largest issuers are central governments.

There is no uniform system for classifying the global bond markets. Quite a number of financiers
consider it appropriate to use the following classification. From the perspective of a given country,
the global bond market can be classified into two markets: an internal bond market and an external
bond market. The internal bond market is also called the national bond market. It can be
decomposed into two parts: the domestic bond market and the foreign bond market.

The domestic bond market is where issuers domiciled in the country issue bonds and where those
bonds are subsequently traded. The foreign bond market of a country is where bonds of issuers not
domiciled in the country are issued and traded.

Bonds traded in the US foreign bond market are nicknamed Yankee bonds. In Japan, foreign bonds
issued by non-Japanese entities are nicknamed Samurai bonds. Foreign bonds in the United
Kingdom are nicknamed bulldog bonds, in the Netherlands-Rembrandt bonds and in Spain -
matador bonds.



The external bond market, also called the international bond market, includes bonds with several
distinguishing features:

1) they are underwritten by an international syndicate,

2) at issue they are offered simultaneously to investors in a number of countries,

3) they are issued outside the jurisdiction of any single country, and 4) they are in unregistered
form.

The external bond market is commonly referred to as the offshore bond market, or more popularly,
the Eurobond Market. The Eurobond Market is divided into different submarkets** depending on
the currency in which the issue is denominated.

Computerization in bond markets has reduced costs of trading bonds and made them more
convenient to hold and transfer: they are not issued in certificate form - they are only computer
entries.

Words you need:

in terms of the instrument maturity - 3 Touku 30py TepMiHy morameHHs HiHaAHCOBOTO iHCTPYMEHTY

capital markets - puHOK JOBrOCTPOKOBOTO MO3HYKOBOTO KaIliTaly

When revenues fall short expenditures - Konu npubyTku MeHIIe HiXk BUTPaTH

governments go into debt- ypsinu 3aiHCHIOIOTE 3aM103HYCHHS

issuer - emiTenT(0C00a, siKa BUIIyCKa€e OOJITAIlil) IHHKX Marepis

supranational - Ha/IHAIIOHAIbHA OpTaHi3allis

By far - 3HauHOIO MipoiO

decompose - po3kiagaTy Ha CKJIaJ0Bi YaCTHHH

domiciled - sikuit IOCTI#HO TIPOKUBAE

submarkets - cy6GprHOK

Exercises
1. Answer the questions.
What role do financial markets play?
In what ways do financial markets differ?
How can financial markets be classified?
In what way can capital be raised?
What ways of raising capital are available for governments?
What is a bond?
How can the global bond market be subdivided?
In what forms can government bonds be issued?
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2. Find in the text English equivalents for the following Ukrainian phrases:

Maru crpaBy 3 pi3HEMH (DiHAHCOBUMH I1HCTPYMEHTaMH;, OOCITYTOBYBaTH KJII€HTIB; 3 TEPMIHOM
BUIUIATH MEHIIIE OJIHOTO POKY; OpaTh ydYacTh B Yrojax Ha PUHKY; MEPBUHHUI(BTOPHHHUIA)
(hbiHaHCOBHMI PHUHOK; 3BepTaTHCS M0; (piHAHCYBaHHS NIISXOM OTPUMYBAaHHS IO3WKH; MOOLTI3aIlis
KalliTaJly 3a JIOTIOMOTOI0 BHITYCKY aKIliii; BUITyCKaTH oOJiraiii; oOroBOpeHHi CTPOK; €MITEHT;
€IMHa cUcTeMa Kiacudikallii; BHyTPIIIHINA pHHOK OOJIirarliii; eMIiTeHT, SKUH HE MPOKUBAE TTOCTIIHO
y KpaiHi; oOumiramii, SKUMH TOPTyIOTh Ha PWHKY; BHITYCK OOJIiramii rapaHTOBaHO MiKHapOIHUM
CHUHJMKATOM; BHITYCKaTH y He3apeecTpoBaHiil ¢opmi; odmIopHHH pUHOK 0OJIraiii; CKOPOTHTH
3aTpard, sKi TMOB’s3aHI 3 KYMIBIEK Ta MpoJakeM oOiiramiid; BUMyckaTH oOmiramii y ¢opmi
ceptudikaTy; BUIyCKaTH o0Jirarii y popMi 3amucy y KOMIT 10Tepi.



3. Match the verbs from (a) with nouns from (b) below:

a) to bring together b) capital

to classify people

to underwrite issue

to invest into debt financing

to speed up role

to raise use

to broaden real sector

to rely on financial instruments
to enhance placements

to issue bonds

4. Make up sentences putting the words in the correct order.

1. Money, deal, in, markets, securities, short-term, of, maturities, having, or, less, one,
year.

2. Financial, are, as, or, capital, money, markets, classified, markets, and, or, secondary,
primary.

3. Capital, deal, in, markets, securities, long-term, maturities, having, greater, one, than,
year.

4. Some, available, sources, of, funds, to, are, not, available, businesses, government, to.
5. There, is, uniform, no, for, system, the, global, classifying, bond, markets.

6. The, internal, market, bond, the, national, is, bond, also, market, called.

5. Complete the sentences with the following words:

a) bond g) foreign bond market
b) financial markets h) domestic bond market
c) short-term securities i) foreign bond market
d) long-term securities J) domestic bond market
e) internal and external bond markets k) the international bond market
f) national bond market
1. .... are classified as money or capital markets and primary or secondary markets.
2. . is an instrument in which the issuer (debtor/borrower) promises to repay to the
lender/investor the amount borrowed plus interest over some specified period of time.
3. Money markets deal in ..... having maturities one year or less.
4. The global bond rnarket can be classified into two markets: ... .
5. Capital markets deal in ............. having maturities greater than one year.
6. The internal bond market is also called the ........... .
7. The national bond market can be decomposed into two parts:........ .
8. The external bond market, also called the.......... .
9. .. is where issuers domiciled in the country issue bonds and where those bonds are
subsequently traded.
10. ......... of a country is where bonds of issuers not domiciled in the country are issued and traded.
6. Find in the text sentences expressing such ideas.

=

Financial markets play an important role for people and organizations.

2. The classification of financial markets depends on the work of institutions, dealing with the
different instruments in terms of the instrument maturity and the assets backing it, and serving
different types of customers.

Capital markets and money markets deal in securities.

Debt financing and equity financing can satisfy the individual’s needs for money.

Government and businesses can not have the same sources of funds.

A bond is a formal document acknowledging the existence of a debt.

We can classify the global bond market into two markets.

The internal bond market and the national bond market is the same one.

The difference between domestic bond market and the foreign bond market is in the place where
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the issuers of bonds are situated.
10. The external bond market has some distinguishing features.
11. The reducing of cost of trading bonds deals with computerization in bond market.

7. Checking facts and ideas using such expressions: Exactly; Right you are; | agree with you;
That goes without saying; There’s no denying it; No doubt whatever; I can’t agree with you; I’'m
against it; You are mistaken; Hardly.

1. Due to the computer entries increased the costs of trading bonds.

2. The Eurobond Market is divided into different submarkets depending on the currency in
which the issue is denominated.

3. We have to pay attention to the peculiarities of bonds, in different countries they have the
same nickname.

4. The domestic bond market is where bonds of issuers not domiciled in the country are
issued and traded.

5. The foreign bond market of a country is where bonds issuers domiciled in the country
issue bonds and where those bonds are subsequently traded.

6. The external bond market can be decomposed into two parts: the domestic bond market
and the foreign bond market.

7. Issuers include federal (central) governments and their agencies, supranational (such as

the World Bank, the Asian Development Bank), municipal governments, and nonfinancial and
financial corporations.

8. Bond is a formal document acknowledging the existence of a debt; securities issued by a
government or a company.

9. Borrowing means the receiving money from a bank or other financial organization on the
condition that is paid back later, with interest.

10. Offshore means based or registered abroad.

11. The offshore bond market is the same as international bond market.

8. Find the definitions to the next terms:

a) short-term securities e) foreign bond market
b) long-term securities f) money market
c) bond g) capital market
d) domestic bond market
1. It is an instrument in which the issuer (debtor/borrower) promises to repay to the

lender/investor the amount borrowed plus interest over some specified period of time.

2. The securities which have the maturity about one year or less are named.... .

3. Market which deal in short-term securities is named... .

4. Market is where issuers domiciled in the country issue bonds and where those bonds are
subsequently traded.

5. The securities which have the maturity greater than one year are called.... .

6. Market of a country where issuers of bonds are situated in another country but bonds are
issued and trade in this country is called.... .

7. These markets deal in long-term securities.

Talking Points
1. Single out the main points of the text. Use the following opening phrases.
The text looks at (the problem of...)
The text deals with the issue of..
It is clear from the text that...
Among other things the text raises the issue of...
The problem of...is of great importance
One of the main points to be singled out is
Great importance is also attached to...
In this connection, I’d like to say...
It further says that...



I find the question of...very important because...
We shouldn’t forget that...
I think that...should be mentioned here as a very important...mechanism of... .
US GOVERNMENT SECURITIES
2. a) Look through the text below to say what types of securities are described in it.

b) Reread the text more carefully and explain how the US government uses debt instruments.

The US government relies heavily on debt financing. Since the 1960s, revenues have seldom
covered expenses, and the differences have been financed primarily by issuing debt instruments.
Moreover, new debt must be issued in order to get the necessary funds to pay off old debt that
comes due.

About two-thirds of the public debt is marketable, meaning that it is represented by securities that
can be sold at any time by the original purchaser through government security dealers.

Marketable issues include Treasury bills, notes, and bonds.

US Treasury Bonds have maturities greater than ten years at the time of issuance, with
denominations ranging from $1,000 upward. Some Treasury bond issues have call provisions under
which the Treasury has the right to force the investor to sell the bonds back to the government at
par value.

US Savings Bonds are nonmarketable securities, offered only to individuals and selected
organizations. There is a limit to the amount that may be purchased by any person in a single year.
Two types are available: pure discount bonds and bonds that pay interest semiannually but can be
redeemed for par value at any time.

To support credit for home purchase, the government has authorized the issuance of participation
certificates. The most important certificates of this type are those issued by the Government
National Mortgage Association (GNMA or ""Ginnie Mae""), they are known as GNMA Modified
Pass-Through Securities. Unlike most bonds, GNMA pass-through securities pay investors on a
monthly basis an amount of money that represents both a pro rata return of principal and interest on
the underlying mortgages.

US Corporate bonds. Corporate bonds are similar to other kinds of fixed-income securities. An
issue of bonds is generally covered by an indenture, in which the issuing corporation promises a
specified trustee that it will comply with a number of stated provisions, like the timely payment of
required coupons and principal on the issue. The major types are as follows:

Mortgage bonds are debt that is secured by the pledge of specific property. In the event of default,
the bondholders are entitled to obtain the property in question.

Collateral trust bonds are debt-backed by other securities that are usually held by the trustee.
Debentures are general obligations of the issuing corporation representing unsecured debt. A bond

indenture will often require the issuing corporation to make annual payments into a sinking fund.
Words you may need:

treasury bond - 1oBrocTpokoBi Ka3HauechKi OOiramii

call provision - ymoBa no3uky, sika nepeadauae mpaBo eMIiTEHTa JOCTPOKOBO BUKYIUTH IiHHI Manepy

par value - maputeT, HOMiHAT

participation certificate - ceptudikar yuactu

Government National Mortgage Association (GNMA) - Ypsnosa HauionanbpHa inoTeyHa acomiaris
pass-through security - wiHH## namip, SKWil BUMyIIEHO Ha 6a3i myJa imoTek

pro rata - mponopIioHATEHIHA, TPOTIOPIliOHATbHA

fixed-income security - riiHHui marmip 3 GiKCOBAHUM MPUOYTKOM



UNIT 15

stock market (bOHIOBHIA PHHOK

intermediation MOCEPEHUIIBKA TiSAIBbHICTh
expansion PO3IIUPECHHS

to draw up CKJIaJaTh

equity 3BHYaliHa aKIlis

quotation KOTHPOBKa

to list BHOCHUTH JI0 KyPCOBOTO OIOJIETEHIO
preferred stocks npuBiLIEiOBaHi aKiii

listing JIOMYCK IIIHHOTO marnepy y odiuiiiHii Toprieimi Ha GoHIOBIH 6ipxki
share index (boHIOBMI iHIEKC

indication HOKa3HHK

dealer nwsep, 6ipKOBUiT TOPrOBEIh
cross-border trading Mi>KHAPOIHA TOPTIBIIS

over-the counter market 03a0ipXKOBUI PUHOK

1. Read sentences only with new lexis and translate them.

1. Stock Markets are the means through which securities are bought and sold.

2. The appearance of formal stock markets and professional intermediation resulted from the
supply of, demand for and turnover in transferable securities.

3. The largest, most active and best organized markets were established in Western Europe and
the United States.

4. Members of stock exchanges drew up rules to protect their own interests and to facilitate the
business to be done by creating an orderly and regulated marketplace.

5. Investors were interested in a far wider range of securities than those issued by local
enterprises.

6. Cross-border trading of international equities expanded.

7. Potential investors, insurance companies, pension funds, governments and corporate
enterprises see securities as a cheap and convenient means of finance.

8. Investors need complete and reliable information about stocks and markets.

2. Put the missing letters.
St..ck m..rket, int..rm..d....tion, dr..w up, c..s-b..rder trade, eq..ty, d..l..r, g..tation, sh..re ind..x.

3. Read the text.
FINANCIAL MARKETS. THE STOCK MARKET
STOCKS AND MARKETS

Stock Markets are the means through which securities are bought and sold. The origin of stock
markets goes back to medieval Italy.! During the 17th and 18th centuries Amsterdam was the
principal centre for securities trading in the world. The appearance of formal stock markets and
professional intermediation resulted from the supply of, demand for and turnover in transferable
securities. The 19th century saw a great expansion in issues of transferable securities®.

The popularity of transferable instruments as a means of finance continued to grow and at the
beginning of the 20th century there was an increasing demand for the facilities provided by stock
exchanges, with both new ones appearing around the world and old ones becoming larger, more
organized and increasingly sophisticated.

The largest, most active and best organized markets were established in Western Europe and the
United States. Despite their common European origins there was no single model which every
country copied.

Members of stock exchanges drew up rules to protect their own interests and to facilitate the
business to be done by creating an orderly and regulated marketplace.

Investors were interested in a far wider range of securities > than those issued by local enterprises.
Increasingly, these local exchanges were integrated into national markets.

The rapid development of communications allowed stock exchanges to attract orders more easily
from all over the country and later the barriers that had preserved the independence and isolation of
national exchanges were progressively removed, leading to the creation of a world market for



securities.

The 1980s saw the growing internationalization of the world securities markets, forcing stock
exchanges to compete with each other. Cross-border trading of international equities expanded.
Although many securities were of interest to only a small and localized group, others came to attract
investors throughout the world. Increasingly, arbitrage between different stock exchanges ensured
that the same security commanded the same price* on whatever market it was traded. London, Paris,
New York became dominant stock exchanges.

Stock exchanges emerged as central elements in the financial systems of all advanced countries.
Potential investors, insurance companies, pension funds, governments and corporate enterprises see
securities as a cheap and convenient means of finance.

An investor who purchases new securities is participating in a primary financial market. An investor
who resells existing securities is participating in a secondary financial market.

There are two basic types of stock markets — (1) organized exchanges, like the New York Stock
Exchange (NYSE) or the London Stock Exchange (LSE), and (2) the less formal over-the-counter
markets.

The organized security exchanges are tangible physical entities, which have specifically designated
members® and elected governing bodies — boards of governors.

In contrast to the organized security exchanges, the over-the-counter market is an intangible
organization. It is a network of security dealers who buy and sell securities from each other, either
for their own account or for their retail clients. The over-the-counter market is normally conducted
by telephone and computer reporting of price quotations between brokerage firms that «make a
market»; that is, agree to buy and sell a particular security. Securities that are not listed on
exchanges are traded «over-the-counter». In general these include stocks, preferred stocks,
corporate bonds, and other securities.

Investors need complete and reliable information about stocks and markets. In addition to the
listings, the financial pages of newspapers in all countries contain price quotations and share
indexes which give a broad indication of how the stock market, or a segment of the stock market,
performed during a particular day.

Words you need:

The origin of stock markets goes back to medieval Italy" — 3apomkerts GOHIOBOTO PHHKY BiIHOCHTBCS 0 €OXH
cepeHbOBIUHOI [Taii.

The 19th century saw a great expansion in issues of transferable securities? — y 19 cropiudi croctepiramocst piske
301IBpIICHAS BUMTYCKY IHHUX TaIepiB.

were interested in a far wider range of securities * — mposBsiM 3amikaBICHICT 10 3HAYHO GIMBIIOTO YHCIA IIHHUX
Tamnepis.

same security commanded the same price® — ozi i Tix HiHHI TaTIEPH MaTH OHAKOBY IIiHY.

The organized security exchanges are tangible physical entities, which have specifically designated members® —
opraHizoBaHi (JOHIOBI OipKi € peabHO ICHYIOUNMH €KOHOMIYHUMH Cy0’ €KTaMH, sIKi MalOTh KOHKPETHHUX UJICHIB.

Exercises

1. Answer these questions:

1. What is the Stock Market? What contributed to the emergence and growth of stock
exchanges?
2. Where were the best organized stock markets established?
3. What general trend in the stock market development has been observed over the years of its
existence?
4. What stock exchanges have become most dominant? What part do they play in the financial
systems of advanced countries?
5.  What are the basic types of stock markets? How are they conducted?



2. Find in the text English equivalents for the following Ukrainian phrases:

[lirHl mamepu MPOMAIOTHCS Ta TMOKYIMAIOTHCS, TOJOBHUW IEHTP TOPTIBII IIHHUMH Talepamu;
(¢oHIOBUI PUHOK 3 SBUBCS Yy pe3ynbTari; 3aci® (iHaHCYBaHHS; HE ICHYBaJIO €IWHOI MOJEi;
CKJIAJIaTH TIPaBWJIA JIJISl 3aXUCTYy YMiX-TO 1IHTEPECIB; MOJETIIMTH BEACHHS Oi13HECY; YIMOPSAKOBAHUM
PUHOK, SIKHMI PEryJIO€ThbCSA; IIHHI ManepH, sKi BUITYIIEHI MICLIEBUMH MiJIPUEMCTBAMH; MiCLEBI
Oipxi Oynu o0’eaHaHl y MiKHAIIOHAIBHI (DOHAOBI PUHKU; TOPTIBJISI KOPIOPATUBHUMH I[IHHUMHU
narepami po3Iupuiacs; 1mo3adip)kKoBUil pUHOK; MOKYNATH Ta MPOAABATH I[iHHI IMamepu 3a CBId
paxyHOK; 1103a0ip>KOBHI pUHOK ITPOBOIUTH OIEpallii 1Mo TeiedoHy Ta 3a JOMOMOTOK KOMIT IOTEpIB;
LiHHI Manepu, siKi He3apeecTpoBaHi Ha OipKi.

4. Match the verbs from (a) with nouns from (b) below:

a) To expand b)Barriers
To develop Securities

To resell Stocks

To remove Trading

To issue Shares

To list Infrastructure
To possess Standards

To meet Capital

To submit Documents

5. Make up sentences putting the words in the correct order.

1 Stock, are, Market, means, the, which, through, are, securities, bought, sold, and.

2. Cross-border, of, equities, trading, international, expanded.

3 Stock, exchanges, as, elements, emerged, central, the, in, system, financial, all, of, countries,
advanced.

4. An, investor, purchases, who, securities, new, participating, is, a, in, primary, market,
financial.

5. There, two, are, types, of, basic, markets, stock.

6. Investors, complete, need, information, reliable, and, stocks, about, and, markets.

6. Complete the sentences with the following words:

a) stock exchange d) securities market

b) over-the-country market e) equities

c) over-the-counter” f) preferred stocks
...are the ordinary shares of a company traded in stock markets.

2. ...1s a market where securities are bought and sold under fixed rules, but at prices controlled

by supply and demand.
Securities that are not listed on exchanges are traded ... .

4. .is a market in unlisted securities; stock market where shares in newer and smaller
companies are traded through a computer network.

5. ... 1s a market which enable businesses and individuals to buy and sell securities such as
stocks and bonds.

6. ..are the stocks that give owners preference in the payment of dividends.

=
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7. Write down the Ukrainian equivalents:

Stock market, stock exchange, equities, share, dealer, advanced countries, network, governing body,
allow, retail client, conduct, preferred stocks, in contrast to, isolation, lead, force, facilities,
expansion.

8. Find in the text sentences expressing such ideas.

1. The supply, demand and turnover in transferable securities led to the creating of stock
markets.
2. At the beginning of the 20th century the stock exchanges became larger, more organized and

increasingly sophisticated.
3. Members of stock exchanges drew up rules to protect their own interests.



4. We can say that 1980s were the years of growing internationalization of the world securities
markets.

5. Securities acknowledged as the cheap and convenient means of finance.

There are two types of investors.

There are two basic types of stock markets.

There is a difference between organized exchanges and over-the-counter markets.

Investors can get information with the help of computers and newspapers.

© N

9. Checking facts and ideas using such expressions: Exactly; Right you are; | agree with you;

That goes without saying; There’s no denying it; No doubt whatever; I can’t agree with you; I’'m

against it; You are mistaken; Hardly.

Stock exchange is an organization whose members can buy and sell securities to the public.

Preferred stocks are the ordinary shares of a company traded in stock markets.

Equities are the stocks that give owners preference in the payment of dividends.

Over-the-country market is a market in unlisted securities.

The organized security exchanges are tangible physical entities.

The over-the-counter market is an intangible organization.

An investor who purchases new securities is participating in a secondary financial market.

An investor who resells existing securities is participating in a primary financial market.

Stock Markets are the means through which securities are bought and sold.

0. At the beginning of the 20th century there was an increasing demand for the facilities
provided by stock exchanges.
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Talking Points
1. Single out the main points of the text. Use the following opening phrases.
The text looks at (the problem of...)
The text deals with the issue of..
It is clear from the text that...
Among other things the text raises the issue of...
The problem of...is of great importance
One of the main points to be singled out is
Great importance is also attached to...
In this connection, I’d like to say...
It further says that...
I find the question of...very important because...
We shouldn’t forget that...
I think that...should be mentioned here as a very important...mechanism of... .

2. Read the text and be ready to explain how to invest money in right place.

CHOOSING THE RIGHT INVESTMENT

Broadly speaking, investing means committing capital with the expectation of making a profit. The
first step in an investment program is for the investor to analyze his or her specific situation. The
analysis will contain specifics in terms of income desired, cash requirements, level of risk, and so
forth. Investment objectives change over the course of a person's life. A second step is to select
general investment options that best fit the specific needs of the investor. For example, investors
should decide how much, if any, of their assets should be committed to real estate, bonds, or stocks.
The third step is to select specific investments within the general areas. For example, should the
investor choose the common or preferred stock of Procter & Gamble? Would the investor's
objectives be best served by a corporate-issued or government-issued bond? Generally, there are
five criteria to use when selecting an investment option:

1. Investment risk - the chance that an investment and all its accumulated yields will be
worth less at some future time than when the investment is made.

2. Yield - the increase in the value of an investment over time, usually a year.

3. Duration - the length of time assets are committed.

4. Liquidity - how quickly one can get back invested funds when desired.



5. Tax consequences - how the investment will affect the investor's tax situation.

3. Name the number of the sentences where we have to use Russian words «no-éudumomy»

and «okazanoco».

1. Dividends and interest on capital are not likely to be paid in the years when the company has not
received profit.

2. Since the Stock Exchange is a relatively free market, share prices are sure to fluctuate as market
conditions change.

3. Where labour is expensive, firms are likely to substitute a lot of capital for labour.

4. The Stock Exchange operates mainly through stockbrokers who handle transactions for their
clients.

5. The more goods are swapped for other goods without being recorded, the less accurate statistic
information turns out to be.

6. The government policy proved to have resulted in a rapidly growing unemployment rate.

7. The bank unable to meet its liability in due time cannot expect to stay in business.

8. The clearing system proved to have become a convenient and economical means of settling debts
between banks.

9. Their current account happened to have been opened by the same bank as ours.

4. Prepare a short talk using the Russian words «no-euoumomy» and «oxazanoce» on the
following:

1. What a type of market is the stock exchange?
2. What services does the stock exchange render to the investors?
3. Is the stock exchange is a highly organized market? Why?
4. Do the dealings on the stock exchange affect the prosperity of a working man?
5. Is the stock market important to industry and the government?
UNIT 16
capital expenditure BKJIaJICHHS KaIliTaTy
physical productive assets MaTtepiaibHi, BUpoOHIYi GoHIH
real investment IHBECTHIIT Y pealibHUH KartiTan
tangible assets MarepiaabHi aKTHBH
to embrace OXBavyBaTH
capital gains MIPUPICT KarmiTary
joint venture CyMicHE BUPOOHHIITBO
diffusion PO3TIOBCIOIKECHHS
sharing y4acTh y
quantitative security valuation KiJIbKiCHA OIIIHKA iHBECTUI[IMHUX aKTUBIB
dividend discount models MOJIeJTi TUCKOHTYBaHHS (PiHAHCOBHX MOTOKIB
foreign direct investment npsiMi 1HO3eMHI1 IHBECTHUIIIT

1. Read sentences only with new lexis and translate them.

1.  Real investments generally involve some kind of tangible asset.

2. Investment is closely associated with other aspects of economic order.

3. Asa financial term investment embraces purchases of stock exchange securities or deposits of
money in banks, building societies.

4.  There are two main channels for international investment.

5. In financial circles, individuals or households that own securities are known as individual
investors.

6.  The process of supplying capital to a foreign institution, through a loan or purchase of stock,
without sharing in the institutions management is foreign indirect investment.

7.  FDI speeds the international diffusion of new technologies and other efficiency enhancing
intangible assets, such as organizational skills.

8.  Institutional investors have contributed to development of new types of investment
management techniques.

2. Put the missing letters.



d.. v.. dend disc..nt m..dels, d..ffus..on, jo..nt vent..re, sh..ring, embr..ce, re..l inv..stm..nt, t..ng..ble
ass..ts, capital g..ns, qu..ntit..tive sec..rity val..at..n.

3. Read the text.
INVESTMENTS

In economic science, investment is capital expenditure on physical productive assets, e.g.
machinery, factory buildings, roads, bridges, houses, and stocks.

Real investments generally involve some kind of tangible asset.

As a financial term investment embraces purchases of stock exchange securities or deposits of
money in banks, building societies, or other financial institutions, with a view to income and, in
appropriate cases, capital gains.

Users of capital, from governments to every kind of industrial or commercial joint-stock company,
all depend for the supply of their financial resources on those who are willing to invest their funds,
on investors.

Investment is closely associated with other aspects of economic order such as the role of financial
centres, labour migration, and the regime of international trade prevailing at the time.

There are two main channels for international investment: foreign direct investment-(FDI) and
foreign indirect investment, or portfolio investment.

Foreign direct investment (FDI) occurs when citizens of one nation (the "home™ nation) acquire
managerial control of economic activities in some other nation (the "host" nation). Setting up a
foreign operation through a joint venture, establishment of a foreign branch or the purchase or
formation of a foreign subsidiary are examples of foreign direct investment.

Firms controlling activities in several nations have become known as "multinational enterprises”
(MNSs), "transnational corporations” (TNCs) and, more recently, “global corporations”. The
reasons why effects of FDI are generally assessed as positive can be summarized as follows: first,
FDI speeds the international diffusion of new technologies and other efficiency enhancing
intangible assets, such as organizational skills. Then, FDI in many national markets will stimulate
competition among firms.

The process of supplying capital to a foreign institution, through a loan or purchase of stock,
without sharing in the institutions management is foreign indirect investment.

In financial circles, individuals or households that own securities are known as individual
investors®. Along with them, there are institutional investors.

Institutional investors are a group of investors who have funds to invest as a consequence of the
conduct of their business. The group includes insurance companies, banks, investment trusts,
financial and industrial companies.

The past 30 years have witnessed a concentration of financial power in the hands of institutional
investors.

An investor, when confronted with a list of investment possibilities, will want to assess the risks and
general advantages and disadvantages connected with putting his or her money into this or that
security. To receive higher return, investors must be prepared to accept a higher level of risk.
Trying to limit or minimize the risk investors construct and diversify portfolios and spread their
foreign investments among a number of different countries.

Institutional investors have contributed to development of new types of investment management
techniques, sophisticated portfolio monitoring, have pioneered the application of quantitative
security valuation techniques, such as dividend discount models.

In spite of the existing obstacles, recent years have seen a growing interest of foreign investors in
the Ukrainian market.



Words you need:

portfolio investment noptdenbHi iHBeCTHIII]
managerial control aJIMIHICTPaTUBHUI KOHTPOJIb
operation Oprai3allisi: OMUHULIA, KA Xa3aiHy€
foreign branch 3aKOPJIOHHE BITIICHHS
individual investors NIPUBATHUH iHBECTOP
institutional investors IHCTHTYIIIOHANBHHH iIHBECTOP
investment management KepyBaHHS MopT¢eeM IiHHNX TanepiB
obstacles meperkoa

Exercises

1. Answer the questions.

1. What is investment?

2. Define the difference between real investment and financial investment.
3. In what ways can financial resources be raised?

4. Why does FDI take place?

5. What institutions handle investment in stocks and shares?

6. What role do institutional investors play?

7. How do investors make their choice of investment possibilities?

2. Find in the text English equivalents for the following Ukrainian phrases:

[uBecTHLli € BKJIAJEHHSM KalliTaldy; peajibHl 1HBECTULIi 3B’s3aHI 3 MaTepilaJlbHUMU aKTUBaAMU;
¢inaHcoBI iHBecTULIl 3B’s3aH1 3 NpUAOAHHIM LIHHUX MAanepiB; JENOHYBaHHSA KOIUTIB y OaHKax;
KOpHCTyBayl; Mmirpamiss pobo4oi CuwiM; peXUM MDKHApOIHOI TOPriBii, SKHM ICHye Ha JaHUN
MOMEHT; JOCSTHEHHA y cepl TEeXHOJIOTii; BiJMiHA BaJIIOTHUX OOMEXEHb; CKOPOUEHHS 00’emy
BTpYYaHHS Jep>kaBU y (QiHaHCOBY cdepy; pPO3LIUPEHHS MIKHAPOIHUX (PIHAHCOBUX IOTOKIB;
rOJIOBHA pUCa MI)KHApOJHOTO €KOHOMIYHOTO PO3BUTKY; MpsIMiI 1HO3E€MHI 1HBECTHIIii; MOpPT(enbHi
1HBECTHULI1; MpUA0aTH YIPaBIIHCHKUI KOHTPOJb; OpraHizalis CIUIbHUX MiANPHUEMCTB; 3aKOPAOHHE
BIUINIEHHS (ipMHU; Oprasizaiis 3akopJoHHOro ¢imiany ¢ipmu; OaraToHalioHaJbHa KOMIIaHIs;
MIPUCKOPIOBATH PO3MOBCIOPKEHHS HOBUX TEXHOJIOT1H; OpraHizaiiiiHi HaBUYKH; MPUIIMaTH y4acTb B
KepyBaHHi; IPUBaTHI Ta IHCTUTYLIHI IHBECTOPH; 300U KepyBaHHs MOPTQeseM IHHUX Narepis.

3. Match the verbs from (a) with nouns from (b) below:

a) To make b) exchange control
To invest in management

To remove investments

To expand securities

To minimize capital flows

To assess risks

To stimulate competition

To share in return

To receive techniques

To apply situation

4. Make sentences with the word to invest, its derivatives and word combinations:
To invest — investor — investment

To invest collectively

To invest money at interest
Investment fund

To make an investment
Capital investment
Financial investment
Investment activity

Real investment
International investment
Foreign direct investment
Institutional investors
individual investors
investment management



5. Make up sentences putting the words in the correct order.

1 Investment, expenditure, is, capital, productive, on, assets, physical.

2. Real, asset, kind, of, tangible, investments, involve, some.

3. There, two, are, channels, main, for, investment, international.

4. Individuals, or, individual, households, own, investors, known, are, securities,
that, as.

5. Institutional, that, its, investor, own, invests, assets, an, organization, is.

6. Investor, is, that, invests, a, person, money, to, make, profit, a, an, organization,
or, in order.

6. Complete the sentences with the following words:
a) investment d) foreign indirect investment
b) real investment e) individual investors
c) foreign direct investment f) institutional investors
1. are a group of investors who have funds to invest as a consequence of the conduct of
their business.
2. is capital expenditure on physical productive assets.
3. Individuals or households that own securities are known as ..... .
4. . occurs when citizens of one nation (the "home" nation) acquire managerial control of
economic activities in some other nation (the "host" nation).
5. The process of supplying capital to a foreign institution, through a loan or purchase of stock,
without sharing in the institutions management..... .
6. ... involve some kind of tangible asset.

7. Write down the Ukrainian equivalents:

Direct investment, financial investment, foreign investment, government investment, intangible
investment, long — term investment, portfolio investment, private investment, to allocate
investment, to carry out investment.

8. Find in the text sentences expressing such ideas.

1. Investment is the act of investing in a company or business in order to obtain income or
profit.

2. Users of capital depend on the investors.

3. The expansion of international capital flows depends on the technological advances, the
removal of exchange controls and financial deregulation.

4. Foreign direct investment means that businessman in his country acquire managerial control
of economic activities of businessman in another country.

5. "Multinational enterprises” (MNSs), "transnational corporations” (TNCs) and, more

recently, "global corporations” have become known as firms controlling activities in several
nations.

6. FDI in many national markets will stimulate competition among firms.

7. The process of supplying capital to a foreign institution, through a loan or purchase of stock,
without sharing in the institutions management is foreign indirect investment.

8. There is a difference between foreign direct investment and foreign indirect investment.

9. There is a difference between foreign direct investment and portfolio investment.

10. Individual investors and institutional investors are two different groups of investors.

11.  The receiving of high profit deals with a high risk.
12.  There is a possibility to minimize the level of risk.

9. Checking facts and ideas using such expressions: Exactly; Right you are; | agree with you;
That goes without saying; There’s no denying it; No doubt whatever; I can’t agree with you; I’'m
against it; You are mistaken; Hardly.

1. In economic science, foreign direct investment-(FDI) and portfolio investment are the same
things.

2. The process of supplying capital to a foreign institution, through a loan or purchase of stock,



without sharing in the institutions management is foreign direct investment.

3. Foreign indirect investment occurs when citizens of one nation (the "home" nation) acquire
managerial control® of economic activities in some other nation (the "host" nation).

4. Individual investors are a group of investors who have funds to invest as a consequence of
the conduct of their business.

5. Institutional investors were the first who use the application of the quantitative security
valuation techniques.

6. Investment is capital expenditure on physical productive assets, e.g. machinery, factory
buildings, roads, bridges, houses, and stocks.

7. Constructing and diversifying portfolios and spreading the foreign investments among a

number of different countries help investors to minimize the level of risk.

10. Find the definitions to the next terms:

a) investment f) intangible assets

b) investor g) investment company

c) institutional investor h) managerial

d) foreign branch i) multinational/transnational company

e) deregulat
1 .....1s a large company with business operations in many countries.
2 .....1s a limited company that uses its capital to buy securities as investments.
3. .....Is a person or an organization that invests money in order to make a profit.
4 ...means connected with the job of being a manager.

5. ....means to remove or reduce the number of government controls over a particular business
activity.

6. ....are assets owned by a person or company that do not have a physical substance.

7. ....1s a foreign office that is a part of a larger organization with a main office in a different
location.

8. ....1s capital expenditure on physical productive assets.

9 Individuals or households that own securities are known as ... .

Talking Points

1. Single out the main points of the text. Use the following opening phrases.
The text looks at (the problem of...)

The text deals with the issue of..

It is clear from the text that...

Among other things the text raises the issue of...

The problem of...is of great importance

One of the main points to be singled out is

Great importance is also attached to...

In this connection, I’d like to say...

It further says that...

I find the question of...very important because...

We shouldn’t forget that...

I think that...should be mentioned here as a very important...mechanism of... .

Grammar Exercises

INVESTMENT COMPANIES
1.
a) Read the text
b) Supply the articles where necessary.
¢) Write down 3-5 questions about the text.
d) Say what advantages individuals have when they invest in investment companies.
Investment companies are ... type of financial intermediary. They obtain money from investors and



use it to purchase financial assets such as stocks and bonds. In return, the investors receive certain
rights regarding ... financial assets that the investment company has bought and any earnings that it
may generate. In ...simplest and most common situation, the investment company has only one
type of investor - stockholders.

For an individual there are two advantages of investing in such... companies instead of investing
directly in the financial asset that these companies own. Specifically, the advantages arise from (1)
economies of scale and (2) professional management. In describing these benefits, let's consider ...
individual with moderate financial resources who wishes to invest in ... stock market.

In terms of economies of scale, the individual could buy stocks in odd lots and thus have ...
diversified portfolio. However, the brokerage commissions on odd lot transactions are relatively
high. Alternatively, the individual could purchase round lots, but would only be able to afford ...
few different securities. Unfortunately, the individual would then be giving up ... benefits of owning
a well-diversified portfolio.

In terms of professional management, the individual investing directly in the stock market would
have to go through all... details of investing, including making all buying and selling decisions as
well as keeping records of all transactions for tax purposes. In doing so, the individual would have
to be continually on the lookout for mispriced securities in ... attempt to find undervalued ones for
purchase, while selling any that were found to be overvalued. Simultaneously, the individual would
have to keep track of ... overall risk level of the portfolio that did not deviate from some desired
level. However, by purchasing stock of an investment company, the individual can turn over all of
these details to ... professional money manager.

Investment companies have ... problems but potential advantages to be gained from ... investing in

an investment company still outweigh any disadvantages, particularly for smaller investors.
Words you may need:

generate v (31.) MONTy4YaTH

economies of scale EKOHOMisl, IKa 3yMOBJICHA POCTOM MacITady BUPOOHHUIITBA

odd lot HEIOBHUH JIOT

round lot TIOBHHUH JIOT

to keep records peectpyBaTH

to be on the lookout OyTH HACTOPOKi

mispriced securities I[iHHI TTaepH 3a MiHO¥0, SIKa 3aBUIIleHa a0 3aHIKEHa

to keep track (of ) BIiJICJTi IKOBYBaTH

deviate v BIJIXMIISITHCS

money manager MEeHEKED, AKUI 3aiMa€eThCsl KYIIBIICIO Ta [POIAXKeM I[IHHUX Manepis
UNIT 17

foreign exchange market BaJIFOTHUN PUHOK

legal tender 3aKOHHUM MIATDHKHUN 3aci0

monies I'POLIOBI CyMHU

rate of exchange Kypc 0OMiHy

unit of currency IPOIIOBA OTUHUIIS

currency mix CTpYyKTypa IPOLIOBOI Macu

spot market PHHOK T'OTIBKH

forward market (opBapIHUI PUHOK

futures market ¢’ 10UepChKHi PHHOK

currency options market PHMHOK BaJIOTHHX OMITOHiB®

1. Read sentences only with new lexis and translate them.

1. The rate exchange is the value of one unit of the foreign currency expressed in the other
currency concerned.

2. The Market performs two major functions.

3. Somewhat more than half of all transactions are spot deals.

4. The cost of transacting in the wholesale market is reflected in the bid-ask (or bid-offer)
spread.

5. The exchange market is global in character.



6. The operation is called currency arbitrage.
Trading in the Market occurs 24 hours a day in various centers around the world.
8. Currencies can be bought or sold in the Foreign Exchange Market.

~

2. Put the missing letters.
cl..ring, sp..t m..rket, c..rrency arb..tr..ge, futu...s m..rket, l..g..I t..nd..r, m..n..s, r,,te of exc....nge,
f.ward ma...k..t, c...r....ncy m..x.

3. Read the text.
FOREIGN EXCHANGE MARKET. GLOBAL FINANCIAL MARKETS
TRADING IN THE FOREIGN EXCHANGE MARKET

Any one country's currency is a legal tender only within its national boundaries. To trade beyond
these boundaries involves  exchange of monies. Exchange of currencies is possible if national
currencies are interchangeable. The terms on which one currency will exchange against another are
referred to as rate of exchange. The rate exchange is the value of one unit of the foreign currency
expressed in the other currency concerned.
Currencies can be bought or sold in the Foreign Exchange Market. The Foreign Exchange Market is
the oldest financial market in existence. It is also the largest international financial market in the
world.
The Market performs two major functions:

> it facilitates the foreign exchange needs of exporters and importers,

» it enables individuals, corporations and governments to obtain a desired currency

mix of their portfolios.

Trading in the Market occurs 24 hours a day in various centers around the world. Deals are
concluded bilaterally over telecommunications networks by different counterparties, some of whom
serve as market makers or dealers.

The exchange market is global in character, it does not have one centralized location; trading is
heavily concentrated in a handful of centers: London, New York, Tokyo, etc. The great majority of
foreign exchange trading takes place in the interbank market between traders or market makers
who represent large commercial banks or other financial institutions.

Foreign exchange departments of large commercial banks are linked across the world through
a sophisticated network of communication systems. The market consists of three major sectors:

> the spot market,

» the forward and futures markets

> and the currency options market.
Somewhat more than half of all transactions are spot deals. In other words, they are transactions
which call for the delivery of the two currencies exchanged within two business days. The
remainder of the deals can be classified as outright forwards, swaps, futures and options.
Such transactions are performed by customers who do not know when they will need foreign
currency to overcome the growing exposure to currency risks in the conditions of foreign exchange
rate volatility.
The cost of transacting in the wholesale market is reflected in the bid-ask (or bid-offer) spread.
Prices in the market depend on the volume of transactions, exchange rate volatility, the availability
of relevant information and the strength of competition in the Market.
As prices are different in different markets, professional dealers take advantage of it buying, say,
US dollars for Yen in Singapore and selling them in London for sterling and then back into Yen in
New York - all for a profit. The operation is called currency arbitrage.
The reliance on the domestic currency payment system of individual countries for the clearing and
settlement of foreign exchange transactions means that the stability and integrity of the global
foreign exchange market depends on both the soundness of the individual counterparties and the
robustness of national payment systems.

Words:
the interbank market MiKOAHKIBCBKHMH PHHOK
call for BUMaraTH, repeadadari



remainder YACTHHA, KA 3AIUIIAIACS

outright 3BUYAWHHIMA

swap cBoI (OOMIH OZIHMX I[IHHKX TarepiB Ha iHIII)

volatility MIHJIUBICT

bid — ask spread PI3HUIISA MiX IIHAMH MPOJABIS Ta MOKYIIIIS

currency arbitrage BaIIOTHHUH apOiTpak

clearing MOPIBHSAHHS JeTajeld (iHAaHCOBOI yromu Mepel po3paxyHKOM

Option (ommion’) mpaBo BEGOPY; MpaBo KyMiBIi Ta MPOJaXy LiHHAX TAmepiB 3a 00YMOBJICHY LiHy B 0OYMOBICHHIT
TEPMiH

the robustness MiLHICTD

Exercises

1. Answer these questions:

1. Why is exchange of currencies necessary?

2. What makes exchange of currencies possible?

3. What is Rate of Exchange?

4. Where are currencies traded?

5. What major functions does the Foreign Exchange Market perform?

6. How does the Foreign Exchange Market operate? ( Forex)

7. What are the major sectors of the Forex?

8. What deals are transacted in the market?

9. Why does the market depend on payment systems of individual countries?

2. Find in the text English equivalents for the following Ukrainian phrases:

BamroTHuii puHOK; OyTH 3aKOHHUM IUIaTIKHUM 3ac000M; Y paMKax HalioHAJbHUX KOPJIOHIB; OOMIH
BAJIIOTH, BaJlOTH, SKI MOXXHa  OOMIHATH (OJIHAa Ha JpYry); BUKOHYBAaTH (YHKII; CHpPUATH
3aJJOBOJICHHIO TOTpe® B 1HO3EMHIH BaJIOTi; JAOMOTTHCA CTPYKTypH TpOIIOBOi MacH CBOTO
IHBECTHUIIIHHOTO TOPT(HENI0, YroIu 3aKII0Yal0OTh 3 BUKOPUCTAHHIM TEJICKOMYHIKAI[IOHHUX CHCTEM;
TOPTIBIIS, SIKA 30CEPEIKYBaHA B ...; AKi MPEACTABISAIOTH BEJNKI KOMEPIIiiiHI O0aHKW; PUHOK TOTiBKH;
dbopBapaHMil pUHOK; ()’FOUEPCHKUN PHUHOK; OUIBIIICTh YTOJ € YIOJaMU «CTOT»; yroja rnepeadoadace
MOCTAa4YaHHS BAJIOTH MPOTATOM JIBOX pOOOYMX THIB; BipaskaTH PI3HUIIO MIX IIHOIO MPOJABI Ta
IIHOO TIOKYMIIS; BAJIIOTH, SIKI MPUUMAIOTh y9acTh y BaJIOTHIA YToJii; pO3paxyHOK 1O (hiHAHCOBIH
yroi.

3. Match the verbs from (a) with nouns from (b) below:

a)To facilitate b)needs

To perform trade

To fix legislation

To enhance functions

To identify opportunities

To seek negotiations

To join profits

To liberalize financial community
To hold exchange rate

4. Make up sentences putting the words in the correct order.

Currency, tender. legal, is, a, its, boundaries, only, national, within.

Interchangeable, are, currency, exchange, is, of, possible, if, currencies, national.
Currencies, be, bought, can, or, sold, the, in, Market, Exchange, Foreign.

Functions, performs, two, market, major, functions, the.

. Spot, deals, market, in, actuals ( ¢i3muni ToBapm), the actual, product, physical, delivery, for,
immediate.

6. Futures, the, market, commodity, be, can, bought, or, for, sold, delivery, at, time, some, the,
in, future.

agkrownE



7 In, market, futures, traders, option, an, take, to, to, buy, sell, the, in, future, product, or.
8. The, cost, transaction, of, reflected, is, in, wholesale, the, market, the, in, bid-ask, spread.
9 The, remainder, deals, of, the, be, can, classified, outright, as, forwards, swap, futures,
options, and.
5. Complete the sentences with the following words:
a) currency e) the spot market (2)
b) monies f) the forward or future markets
c) rate of exchange (2) g) options
d) interbank market h) swap
1. ....1s an exchange of one investment for another.
2. .. 1s a legal tender only within its national boundaries.
3. .. is the terms on which one currency will exchange against another.
4. .. is the amount of currency that can be bought with another.
5. .... 1s the right to buy or to sell securities at an agreed price on a future date.
6. ... Is the purchase and sale of commodity for immediate delivery.
7. .. deals in actuals, with the actual physical product, for immediate delivery.
8. is the purchase and sale of commodity for delivery sometime in the future.
9. To trade beyond these boundaries involves exchange of...
10.  The great majority of foreign exchange trading takes place in the ...

6. Write down the Ukrainian equivalents:
currency, monies, rate of exchange, interbank market, the spot market, the forward or future
markets, options, swap, Foreign Exchange Market.

7. Find in the text sentences expressing such ideas.

1. Market dealing is conducted entirely through telephone and different systems of
communications. It does not have one centralized location.

Bid-ask is an offer to buy something at a stated price.

Market depends on payment system of individual countries.

Currency is the main unit of currency in trade between countries.

Foreign Exchange Market performs a number of functions.

The interbank market plays an important role in the exchange market.

The market is divided in three major sectors.

Spot market means immediate delivery.

Swaps, futures and options are for customers who do not know when they will need foreign
currency.

10.  Currency arbitrage is a transacting with the aim of receiving profit.

11.  The stability and integrity of the global foreign exchange market depends on both the
soundness of the individual counterparties and the robustness of national payment systems.

©COoNOR~ LN

8. Checking facts and ideas using such expressions: Exactly; Right you are; | agree with you;
That goes without saying; There’s no denying it; No doubt whatever; I can’t agree with you; I’'m
against it; You are mistaken; Hardly.

1. Exchange of currencies is possible in any way.

2 Swap is the amount of currency that can be bought with another.

3. The spot market deals in actuals, with the actual physical product, for immediate delivery.
4. Option is the right to buy or to sell securities at an agreed price on a future date.

5. Swap is an exchange of one investment for another.

6. The Market performs two major functions: it facilitates the foreign exchange needs of

exporters and importers, and it enables individuals, corporations and governments to obtain a
desired currency mix of their portfolios.

7. The basic idea of foreign exchange dealing is making profit on selling and buying
currencies.
8. FOREX is really an integral, fundamental sector of the global financial market.

9. FOREX reflects economic relations between parties to currency deals.



10.  The market is global in character. It is rather a network of dealing rooms connected by
sophisticated communications systems, like telephones, telex machines, and electronic dealing
systems.

9. Find the definitions to the next terms:

a) currency d) future or forward market
b) spot market e) swap
c) foreign exchange rate f) option
1. It is a market where commodities have to be delivered immediately.
2. It is a market where commaodities have to be delivered on a specified future date, at a price
agreed in the present.
3. It is a contract giving the right to buy and sell securities at an agreed price within a particular
period of time.
4. It is the possibility of exchange one investment for another.
5. It is the money of a particular country.
6. It is a price at which one currency exchange for another.

Talking Points

1. Single out the main points of the text. Use the following opening phrases.
The text looks at (the problem of...)

The text deals with the issue of..

It is clear from the text that...

Among other things the text raises the issue of...

The problem of...is of great importance

One of the main points to be singled out is

Great importance is also attached to...

In this connection, I’d like to say...

It further says that...

I find the question of...very important because...

We shouldn’t forget that...

I think that...should be mentioned here as a very important...mechanism of... .

2. Prepare a short talk on the following:

1. Instruments and transactions made in the currency markets (spot trading, futures and
forward contracts, swaps, options).
2. Explain the global character of the exchange market.

3. What is the rate of exchange determined by?

Grammar Exercises
1.
a) Supply the prepositions where necessary with, of, by, to, in, over, for .
b) Write down 3-5 questions about the text.
c) Describe the components of Eurocurrency market.

THE EUROCURRENCY MARKET

This market began 1....Eurodollars — US dollars lent outside the United States — and has
developed into a powerful market in currencies lent outside their domestic marketplace. There are,
for example, Euromarks and Euroyen in London, Eurosterling etc in Bonn, Tokyo and New York.
London and Tokyo are the main world capitals for eurocurrency dealings. Dealing centres around
Euroloans, involving commercial banks, and Eurobonds which involve investing institutions and
banks.



Eumhans consist 2. ...large tranches of short-term money (usually repayable in three to six months)
lent3... syndicates of banks and linked 4.... the LIBORrate.

Eurobonds are bearer bonds, requiring no register of holders, issued 5. ... currencies other than that
of the issuing country and operating over a longer period, usually between 5 and 20 years. Their
issue is managed by a bank with the aid of underwriters and is placed 6.... investors. Market
participants include multinational corporations, non-bank financial institutions, governments and
the international banking community.

The Euromarket, as it has become known, has a single SRO ( Self-regulating organizations) the
International Securities Market Association (ISMA). During 1993, some $23,167 trillion was traded
7. ...the eurobond market, an increase of almost 60 per cent 8. ... the 1992 total, which was itself a
record year. UK members of ISMA accounted 9... a considerable amount 10....this total. This huge
increase 11.... turnover was marked 12... continued growth in cross-border trading in domestic
instruments. As a global market emerges institutional funds will switch relatively smoothly from
«domestic» to «international» and vice versa. This trend can be expected to continue.

UNIT 18

(Part 1)

finance function
management of fixed assets
working capital management
management of current assets
management of current liabilities
cash management
receivables management
inventory management
financial statements

balance sheet

accounts payable

paid-up capital

retained earnings

opraHizatisi GiHaHCOBOI isITBHOCTL

KepyBaHHS OCHOBHHMH 3ac00aMH

KepyBaHHS MOTOYHIMH aKTHBaMHU

KepyBaHHS 000POTHUMH 3aC00aMu

KepyBaHHS KOPOTKOCTPOKOBUMH 3000B’sI3aHHIMHA
KEpyBaHHS IPOLIOBUMH ONEpaLisIMH

KepyBaHH: Je0ITOPCHKOI0 3a00PTOBaHICTIO
KEpyBaHHS MaTepiaJbHO-TEXHIYHUM ITOCTauYaHHIM
(inaHCOBA 3BITHICTB

0aJyaHCOBUI 3BIT

KpeAUTOpChKa 3a00proBaHiCTh

YaCTHHA aKI[IOHEPHOTO KaIliTaly, SKa OIlaueHa
MIpUOYTOK, SIKUH HEPO3IOIIICHUH

1. Read sentences only with new lexis and translate them.

1. Does the firm have adequate cash or access to cash?
2. How much inventory should be held?
3. Financial managers are primarily concerned with the management of fixed assets, working

capital management, including management of current assets and current liabilities, cash

management, receivables management and inventory management.

4. The standard classification of assets divides them into four parts.

5. The financial manager has to take these decisions with reference to the objectives of the
firm.

6. Current assets are short-term in nature.

7. Fixed assets are assets purchased for use in the business on a permanent basis.

8 The chief financial officer distributes the financial management responsibilities between the

controller and the treasurer.

2. Put the missing letters.

f..nance f..nct..on, m..n..g..ment of c..rrent a..ets, c..sh m..n..g..m..nt, r,c,v,,bles m..n..g..ment,

b..Il..nce sh..t, m..rt..ge, acc...nt pa..ble,p...d-up cap..tal.



3. Read the text.

FINANCE FUNCTION
Any business - whether large or small, profit-seeking or not-for- profit - has important financial
concerns:
How to get the funds needed to run the business on favorable terms and how to make sure that the
funds are used effectively?
In this connection modern businesses have financial managers to look after these problems, whose
major objective is to maximize the value of the firm for its owners, i.e. to maximize the
shareholders' wealth, which is represented by the market price of a firm's common stock.
Managers daily face questions like the following:

. What assets to acquire?

) Will a particular investment be profitable?

. Where will the funds come from to finance the investment?

. How much to maintain as equity capital?

o Does the firm have adequate cash or access to cash — through bank borrowing
agreements, for example, to meet its daily operating needs?

. Which customers should be offered credit and how much should they be offered?

. How much inventory should be held?

. Is the merger or acquisition advisable?

. How should profits be used or distributed? What is the optimal dividend policy?

. How should the firm behave in the situation of exchange rate variations and interest
rate changes?

. How should risk to which the firm is exposed? and return be balanced?

Financial managers are primarily concerned with the management of fixed assets, working capital
management, including management of current assets and current liabilities, cash management,
receivables management and inventory management; they are responsible for designing capital
structure, choosing long- and short-term financing techniques.

The financial manager has to take these decisions with reference to the objectives of the firm. To
have a better understanding of how managers go about all these concerns one should know what
resources managers typically have at their disposal. The position of an enterprise, its assets and
capital are best illustrated by its financial statements - the balance sheet and the income statement.
The first major component of the balance sheet of an enterprise is its assets, which are the resources
owned by the enterprise. The term “assets” means anything of value that is owned by a company
and can be expressed in terms of money. The standard classification of assets divides them into:

1) fixed assets,

2) current assets,

3) investments and

4) other assets.

Fixed assets are assets purchased for use in the business on a permanent basis, e.g. land and
buildings, plant and machinery, furniture, motor vehicles, etc.

Current assets are short-term in nature. They are also known as liquid assets and include cash,
marketable securities, accounts receivable (debtors), notes/bills receivable and inventory,
including finished goods or work in process.

Investments represent investment of funds in the securities of another company, the purpose of
which is either to earn a return or/and to control another company.

The second major component of the balance sheet is liabilities of the enterprise, which represent the
amount that the enterprise owes to other enterprises, or the outside sources which the enterprise uses
to finance its assets.

They are: long-term liabilities (obligations payable after the accounting period) - debentures, bonds,
mortgages, secured loans - and current liabilities (obligations usually repayable within the
accounting period) - accounts payable, bills/notes payable, accrued expenses, deferred income and
short-term bank credit.

The third major component of a balance sheet is the owners' equity-part of the resources of a firm



which are supplied by its owners - shareholders. The owners' equity may consist of two elements:
paid-up capital (the initial amount of funds contributed by the shareholders) and retained earnings
(part of the profits of the shareholders which is not paid out to them as dividends but ploughed back
in the business).

Capital is the store of accumulated wealth contributed to the firm by its proprietors - it is the net
worth of the business to the owners. Fixed capital is capital tied up in fixed assets. Working capital
is the capital available for working the business. When an enterprise has bought fixed assets it still
needs further capital to buy raw materials, etc., or money to pay wages.

The finance function in a firm is usually headed by a chief financial officer (CFO), who reports to
the firm's president.

The chief financial officer distributes the financial management responsibilities between the
controller and the treasurer.

Words you need:

common stock 3BHYAlHI aKuii

to be exposed to risks OyTH CXHUIIBHUAM JI0 PUCKY

assets aKTUBU

income statement 3BIT PO MPHOYTKH Ta 30UTKH

liquid assets JKBi/IHI 3ac00H

accounts receivable paxyHKH J1e0iTopiB

notes/bills receivable BEKCEIIs 10 OTPUMAHHS

work in process BHUPOOHHIITBO, SIKE HE3aBEPIICHE

notes payable BEKCEIIS JI0 OILIATH

accrued expenses BUTpATH, AKi HapaxOBaHi

deferred income npuOyTKH MaiibyTHIX POKiB

equity AKI[IOHEPHUH KaIliTa

to plough back MIepPETBOPIOBATH B KaIliTal

net worth of the business BJIACHHH Kamitasl GpipMu

Fixed capital OCHOBHI (poHIH

Working capital 00OpOTHUI KarTiTall

The chief financial officer Bille-TIPE3UACHT Koproparlii rmo ¢inancam
controller (hiHaHCHCT-KOHTpPOJIEP, IKMH BEJe aHaji3 rOCIoAapChKoi Ta (hiHaHCOBO-00JIKOBOT MisITBHOCTI
treasurer CKapOHUK KOMMaHi{

Exercises
1. Answer the questions.
1 What financial concerns face every enterprise?
2. What problems do finance managers face daily?
3. What does financial management involve?
4.  What are financial managers concerned with?
5. What are the major components of a balance sheet?
6. How the finance function is most commonly organized?



2. Find in the text English equivalents for the following Ukrainian phrases:

KepyBanus (iHaHCOBOIO MiSUIBHICTIO; HA BHTIIHUX YMOBaxX; €()EKTUBHO BHKOPHCTOBYBATH
(inancoBi 3aco0u; 3100yBaTH aKTUBH; TOTIBKA, sIKa HEOOXI1HA; 3TUTTS Ta MOTJIMHAHHS; TUBIJCHIHA
MOMITHKA; OyTH TiAJaHUM PHUCKY; KEpPyBaHHS 3arajJlbHUMH 3ac00aMH; KepyBaHHS IOTOYHUMH
aKTUBaMU; KE€PyBaHHS OOOPOTHHUMH 3acO0aMU; KepyBaHHS KOPOTKOCTPOKOBHUMH 3000B’SI3aHHSIMU;
KepyBaHHs Je0ITOPCHKOIO 3a00PTOBAHICTIO; KEPYBaHHS 3alacaMu; CTPYKTypa Karmitaiy; (GiHaHCOBa
3BITHICTh; 0aJTaHCOBHI 3BIT; 3BIT Mpo NMpUOYTKHM Ta 30MTKU; OCHOBHI 3aco0M; 0OOpOTHI 3aco0wu;
paxyHKH JaeOiTOpiB; BeKceds JIO OTPHMaHHS; BHPOOHMIITBO, SIKE HE  3aBEpIICHE;
3aCTaBHA;KPEUTOPChKa 3a00pProBaHICTh; BEKCEN 10 OIJIATH; BUTPATH, SIKI HApaxoBaHi; NPUOYTKU
MaiiOyTHIX POKIB; YaCTMHA AaKIIOHEPHOTO KariTalxy, SKy OIUIATUJIW; HEPO3IOALICHI MPUOYTKH;
BJIACHUH KamiTaj; OCHOBHI (POHIM; 0OOPOTHUH KarmiTall.

3. Match the verbs from (a) with nouns from (b) below:

a) to maximize b) services

to perform company

to delegate cash

to acquire outlays

to reduce value

to generate cash flow

to evaluate production facilities
to expand calculation

to calculate authority

to adjust shareholder wealth
to manage inventories

4. Make up sentences putting the words in the correct order.

1. The, aim, the, managers, financial, of, is, maximize, to, of, the, firm, value, its, owners,
for, the.
2. The, first, of, the, balance, component, sheet, an, of, enterprise, assets, is, its.
3. Assets, the, are, resources, by, the, enterprise, owned.
4. Fixed, are, purchased, assets, for, use, assets, the, in, business, a, on, basis, permanent.
5. Current, are, assets, in, short-term, nature.
6. The, major, second, of, the, component, sheet, is, balance, liabilities, the, of, enterprise.
7. The, major, third, of, the, component, sheet, is, balance, the, equity, owners'.
8. Fixed, is, capital, tied, in, up, capital, assets, capital, fixed.
5. Complete the sentences with the following words:
a) assets f) paid-up capital
b) fixed assets g) retained earnings
C) current assets h) capital
d) liabilities of the enterprise i) fixed capital
e) the owners™ equity j) working capital

. The second major component of the balance sheet is...

. The first major component of the balance sheet of an enterprise is its...

. The third major component of a balance sheet is ...

. ....1s capital tied up in fixed assets.

. ...1s the store of accumulated wealth contributed to the firm by its proprietors.

. ....are also known as liquid assets and include cash, marketable securities, accounts receivable
debtors), notes/bills receivable and inventory.

. .....are assets purchased for use in the business on a permanent basis.

. ....1s the capital available for working the business.

OCoo=~NoO ok~ wWwN -




6. Find in the text sentences expressing such ideas.

1 Financial manager plays a very important role in business.
2. Financial manager has to work with financial statements.

3. Balance sheet includes three major components.

4 Fixed capital and working capital are not the same things.

5 Any firm has a person who performs the financial functions.

7. Checking facts and ideas using such expressions: Exactly; Right you are; | agree with you;
That goes without saying; There’s no denying it; No doubt whatever; I can’t agree with you; I’m
against it; You are mistaken; Hardly.

1. Capital is the money from shareholders and lenders that can be invested in assets in order to
start a business and produce profit.

2. Work in process means partly finished goods in a manufacturing business or uncompleted
contracts in a contracting business.

3. Manager is a person employed to control and direct part or all of the work of the employees
in a business, industrial concern or other organization.

4. Managers have different resources at their disposal.

5. Financial statements include the balance sheet and the liabilities of the enterprise.

6. Long-term liabilities mean obligations usually repayable within the accounting period.

7 Current liabilities mean obligations payable after the accounting period.

8 Investment is an act of investing of funds in the securities of another company.

9. Paid-up capital is the part of the profits of the shareholders which is not paid out to them as
dividends but ploughed back in the business.

10.  Retained earnings are the initial amount of funds contributed by the shareholders.

11. Liabilities are the second component of the income statement and they mean the debts
owned by a business to its creditors or to its owners.

12.  Accounts payable are the amounts to be paid by a company for goods and services.

13.  Accounts receivable means money owned to a business by its clients for goods and services.

8. Find the definitions to the next terms:
a) manager
b) current liabilities
Cc) retained earnings
d) paid-up capital
e) accounts payable
f) accounts receivable
g) capital
h) long-term liabilities
1) assets
j) fixed assets
k) fixed capital
1) working capital



1. ...1s the capital which businessman can use for work in business.

2. ..1s a person who controls the work of the employees in a business and takes the decisions
with reference to the objectives of the firm.

3. ..is the sum of money which has to be received by firm from clients for goods and
services.

4. .....1s the store of accumulated wealth contributed to the firm by its proprietors.

5. .....mean obligations usually repayable within the accounting period.

6. ....mean obligations payable after the accounting period.

7. ....1s the part of the profits of the shareholders which is not paid out to them as dividends but
ploughed back in the business.

8. ..are the initial amount of funds contributed by the shareholders.

9. . are the resources owned by the person or business that have some money value and can
be used to pay debts, produce goods and make profit.

10. ..are the amounts to be paid by a company for goods and services.

11. .....are the main funds.

12. .....are the main capital.

Talking Points

1. Single out the main points of the text. Use the following opening phrases.
The text looks at (the problem of...)

The text deals with the issue of..

It is clear from the text that...

Among other things the text raises the issue of...

The problem of...is of great importance

One of the main points to be singled out is

Great importance is also attached to...

In this connection, I’d like to say...

It further says that...

I find the question of...very important because...

We shouldn’t forget that...

I think that...should be mentioned here as a very important...mechanism of... .

2. Prepare a short talk on the following:

1. Explain why all firms need both fixed and working capital.

2. Explain why it is difficult to be a financial manager.

3. Current and fixed assets and their management.

4. The main sources and uses of funds for a business firm.

Grammar Exercises

a) Supply articles where necessary.
b) Say in what activities financial managers are involved.
Financial Management explains how ... financial managers can help maximize the value of their
firms by making better decisions in such areas as capital budgeting, choice of capital structure, and
working capital management.
Financial managers also have ... responsibility for deciding the credit terms under which customers
may buy, how much inventory ... firm should carry, how much cash to have on hand, what types of
securities to issue, whether to acquire ... other firms (merger analysis) and how much of the firm
earnings to plough back in the business versus payout as dividends.
A successful firm usually has ... rapid growth in sales, which requires investments in ... plant,
equipment and inventory. The financial manager must help decide on ... specific assets to acquire
and the best way to finance these investments. For example, should ... firm finance with debt or
equity, and if debt is used, should it be long-term or short-term?



In this connection, the financial manager must deal with ... money and capital markets, where funds
are raised and where the firm's securities are traded. As a consequence, financial managers of many
large companies are responsible for working with investors (for example, mutual funds), bond
rating agencies, stock holders, and the general financial community.

Financial managers, controllers in particular, are also responsible for financial accounting -
preparation of the financial statements for ... firm, cost accounting - preparation of ... firm's
operating budgets, and preparation of reports that the company must file with the various
government (local, state and federal) agencies.

One of ... major documents developed and controlled by financial managers is the Enterprise
Financial Plan. It comprises ... requirements for financial resources and the amounts currently
available and expected in ... future to meet them, i.e. the estimated revenues and expenditures of an
enterprise within some future period of time. The enterprise financial plan determines whether ...
cumulative revenues exceed the cumulative outlays at every point of time during ... plan period and
whether the necessary capital structure is assured.

The enterprise financial plan is composed of ... revenue plan, ... expenditure plan and ... financing or

credit plan.

Words you may need:

financial accounting (inaHcoBuit 00IIK

cumulative CYKYIHHH

cost accounting BUPOOHUYHIA 00JTiK

file MIPEACTABISTH SIKUH-HEOY b TOKYMEHT

d) Explain how an enterprise can achieve its prime objective - profitable growth.
UNIT 18

(Part I1)

financial ratios
price/earning ratio
gearing ratio

liquidity ratio

financial leverage ratios
ratio analysis

solvency

current ratio
debt-to-equity ratio
inventory turnover ratio
return on equity

return on assets

¢inancoBuit koedilieHT

BiJIHOILICHHS] PUHKOBOI I[IHU IO YUCTOTO MPUOYTKY KOMMaHii
BiTHOIICHHS 3a00prOBaHOCTI 10 BJIACHOTO KaIliTary
KOEQIIIEHT JIIKBITHOCTI

JIOJIsI TO3UKOBHX KOIITIB y CYKYITHOMY KariTai

KPEIUTHUI Ta IHBECTHIIIAHUIA aHAITi3

TUIATOCTIPOMOXKHICTB

BIZTHOILICHHSI 00OPOTHOTO KaMiTaIy IO KOPOTKOCTPOKOBHX 000B’s13aHb
BiJJHOILICHHS BJIACHUX Ta MIO3UKOBUX KOIITIB

00OpOTHICTH TOBAPHHX 3aIIaciB

MpUOYTOK BiJ aKIiif, MprOYyTOK HA BIACHHH KaIliTal
npuOyTOK BiJ MaiiHa

payback of an investment OKYITHICTh IHBECTHUIIH

1. Read the text and dialogue.
FINANCIAL RATIOS

A financial ratio is a relationship between particular groups of assets or liabilities of an enterprise
and corresponding totals of assets or liabilities, or between assets or liabilities and flows like
turnover or revenue.
A leading example is the price/earnings ratio which is the ratio of the current quoted stock exchange
price of an equity to the most recent declared dividend per share.
Another is the ratio of equity to debt finance (gearing ratio) within a company's overall capital
structure.
Financial ratios are used to give summary indications of the financial performance, prospects or
strength of a company which help financial managers to make a comparison of a firm's financial
condition over time or in relation to other firms.
No single financial ratio can answer all questions analysts may have.
In fact, five different groups of ratios have been developed:

a) liquidity ratios indicating a firm's ability to meet short-term financial obligations;



b) activity ratios indicating how efficiently a firm is using its assets to generate sales;

c) financial leverage ratios indicating a firm's capacity to meet short- and long-term debt
obligations;

d) profitability ratios measuring how effectively a firm's management generates profits on
sales, assets, and stockholders' investments;

e) market-based ratios measuring the financial market's evaluation of a company's stock.

RATIO ANALYSIS
Ukrainian: Are there any guidelines which enable the businessman to conduct his affairs efficiently
and profitably and to compare his company's performance with those of other companies?
American: Yes, there are. One of the major tools is ratio analysis. Ratios make it easy to see trends,
risks and to assess the results.
All most important decisions are based on ratios.
U.: What are the most commonly used ratios?
Am.: We in the US operate with three main categories of ratios. We use ratios measuring solvency,
efficiency, and profitability.
U.: Could you give some examples of each?
Am.: Yes, sure. Let's begin with measuring solvency.
U.: Solvency is the ability of a firm to meet its short-term liabilities as they come due, isn't it?

Am.: Yes, you are absolutely right. And one of the most commonly used measures of solvency is
the current ratio.

U.: How s it found?

Am.: This is the ratio of all current assets, liquid assets, accounts receivable and inventories to
current liabilities.

U.: When is a firm considered solvent on this measure?

Am.: If its current ratio is 2 to 1 or above. There is another ratio related to this one. It's the-debt-to-
equity ratio. It is found by dividing total debt by the equity.

U.: | see. It's the indebtedness of a firm compared to its equity capital. But it's really more a
measure of leverage than a measure of solvency.

Am.: Yes, you are right in a way. A highly leveraged company is one with a high proportion of
bank loans to equity. But the ratio has some bearing on solvency, too. A low debt-to-equity ratio
makes it easier for a firm to borrow to meet its short-term cash needs.

U.: That's clear. A ratio higher than 1 to 1 would make a firm a risky borrower. And what ratios
help to measure a firm's efficiency?

Am.: One such ratio is that of sales to inventory, called the inventory turnover ratio.

U.: We say that stock or inventory has "turned over” when it has been sold and replaced with
new stock. If we want to double our profit one way is to double the rate of stock turnover.

AM.: Yes, and this ratio varies widely from one industry to another. We can't say whether the ratio
is good or poor until we know the product we are discussing. And now let's turn to measuring
profitability.

U.: It's the figure that really matters in the end to any businessman, isn't it?

AM.: Yes, practically there are two measures that compare profit to the capital invested in a firm.
One such measure is return on equity and the other is return on assets. Both are very important for
investors.

U.: No doubt. Knowing the payback of an investment is important because the earlier the payback,
the quicker the money can be reinvested, and also the less the risk investors are exposed to.

AM.: You are right; the ratios show how the capital “works". Investors' decisions totally depend on
the ratios.

Exercises
1. Answer the questions.
1. What is the financial ratio?
2. What do financial ratios help to measure?
3. What groups of ratios have been developed?



4. Can you give examples of ratios measuring solvency, efficiency and profitability?

2. Find in the text English equivalents for the following Ukrainian phrases:

@dinaHcoBI KOeQIIiEHTH; BIAHOMIEHHS PWUHKOBOI IMHH O YHCTOTO NPHUOYTKY KOMIIAHII;
BITHOIIIEHHS 3a00ProBaHOCTI J0 BJIACHOTO KamiTaly; KOoe(illieHTH JIKBITHOCTI; KOE(IIli€HTH, 110
XapaKTepU3yIOTh JIOJO BIACHUX KOWITIB y CYKYITHOMY KaIliTajli KOMIMaHii; Koe(ilieHT npulyTKy;
npuOyTOK BiJ MPOAaXYy; KPEAUTHUN Ta I1HBECTHIIIHHUI aHami3; BECTH chpaBu e(EeKTUBHO;
OLIIHIOBATH pe3yJbTaTH;

IUIATOCIIPOMOJKHICTD; BIJIHOLIEHHS OOOPOTHOIO KamiTaly 10 KOPOTKOCTPOKOBUX 3000B’s3aHb;
BIJIHOILIEHHSI BJIACHMX Ta MO3UMKOBUX KOIUTIB; MaTH BIJHOIIEHHS 10 4Oro-HEOY[b; 3aJ0BOJIbHITH
noTpeOu y TOTIBI; OOOPOTHICTh TOBAapHUX 3aMaciB;IIBUAKICTb OOOPOTY; ICTOTHO BIIPI3HATHUCS;
puOyTOK B1J aKiiif; MpuOyTOK BiJ MaliHa; OKYIHICTh 1HBECTHULIIH.

3. Match the antonyms.

Useful easy

Next to fail
Difficult smallest
Largest quantity
Inside present

To succeed outside

To increase previous
Quality useless
Future to decrease

4. Underline the negative prefixes in the following words:
Unknown, impossible, inconsistent, unimportant, unsuccessful, mismanagement, miscalculation,
disabled, unprofitable, undeveloped.

5. Make up sentences putting the words in the correct order.

1. Ratios, it, easy, make, trends, to, risks, see, and, the, results, to, assess.

2. Another, a, is, ratio, to equity, finance, debt, of, within, overall, structure, capital, a,
company’s.

3. Liquidity, indicating, ratios, a, ability, firm’s, to, short-term, meet, obligations, financial.
4. Financial, ratios, leverage, a, indicating, to, meet, capacity, firm’s, debt, short- and long-
term, obligations.

5. Solvency, is, ability, the, to, meet, a, firm, of, its, liabilities, short-term.

6. One, is, tools, major, of, the, analysis, ratio.

6. Complete the sentences with the following words:

a) financial ratio e) profitability ratios
b) liquidity ratios f) solvency
C) activity ratios g) current ratio
d) financial leverage ratios h) price ratio
i) the ratio of equity to debt finance

1. ....1s the ratio of all current assets, liquid assets, accounts receivable and inventories to
current liabilities.
2. .... 1s a relationship between particular groups of assets or liabilities of an enterprise and

corresponding totals of assets or liabilities, or between assets or liabilities and flows like turnover or
revenue.

3. .... measuring how effectively a firm's management generates profits on sales, assets,
and stockholders' investments.

4. .... is the ability of a firm to meet its short-term liabilities.

5. .. indicating a firm's ability to meet short-term financial obligations.

6. ... indicating a firm's capacity to meet short- and long-term debt obligations.



7. .... indicating how efficiently a firm is using its assets to generate sales.

8. ...Is used within a company's overall capital structure.

9. ...1s the ratio of the current quoted stock exchange price of an equity to the most recent
declared dividend per share.

7. Find in the texts sentences expressing such ideas.

1 Financial ratios help managers to understand the financial conditions of the firm.
2 Managers know five different groups of ratios.

3. In the US managers use another three categories of ratios.

4. The current ratio helps to measure the solvency.

5 We can define the debt-to-equity ratio dividing total debt by the equity.

6 The inventory turnover ratio helps to measure a firm’s efficiency.

7 Investors have to know the return on equity and the return on assets.

8. Checking facts and ideas using such expressions: Exactly; Right you are; | agree with you;
That goes without saying; There’s no denying it; No doubt whatever; I can’t agree with you; I’'m
against it; You are mistaken; Hardly.

1. Doubling the rate of stock turnover we doubled the profit.

2. The return on equity and the return on assets are two measures that compare profit to the
capital invested in a firm.

3. The inventory turnover ratio helps to measure current assets.

4. Financial leverage ratio is indicating how efficiently a firm is using its assets to generate
sales.

5. Liquidity ratios are indicating a firm's capacity to meet short- and long-term debt obligations.
6. Ratios make it easy to see trends, risks and to assess the results.

7. Solvency is the ability of a firm to meet its short-term liabilities.

Talking Points
1. Single out the main points of the text. Use the following opening phrases.

The text looks at (the problem of...)

The text deals with the issue of..

It is clear from the text that...

Among other things the text raises the issue of...
The problem of...is of great importance

One of the main points to be singled out is

Great importance is also attached to...

In this connection, I’d like to say...

It further says that...

I find the question of...very important because...
We shouldn’t forget that...

| think that...should be mentioned here as a very important...mechanism of... .

2. Read two texts about manager’s work and be ready to discuss it.

a) Fill each gap with a suitable word from the box.

b) Sum up the text in 5-7 sentences and present your summary in class.

c¢) Explain the differences between macroeconomics and microeconomics.
[

Operation policy familiar
Business says demand
Notions lead affects
Whole

Microeconomics operates success

Contemporary financial managers should be familiar with two areas of economics -



macroeconomics and 1. ...

Macroeconomics is concerned with the over-all institutional environment in which the firm
2.eees . It looks, in other words, at the economy as a 3. .... . Macroeconomics is concerned with the
institutional structure of the banking system, money and capital markets, financial intermediaries,
monetary, credit and fiscal 4. .... and economic policies dealing with and controlling the level of
activity within an economy. Since business firms operate in the macroeconomic environment, it is
important for financial managers to understand the broad economic 5..... . Specifically, they should
recognise and understand how monetary policy 6..... the cost and the availability of funds; be
versed in fiscal policy and how it affects the economy; be aware of the various financial institutions
and their modes of operations, to evaluate the potential investment/financing outlets; and
understand the consequences of various levels of economic activity and changes in economic policy
for their decision environment and so on.

Microeconomics deals with the economic decisions of 7.....and organizations. It concerns itself
with the determination of optimal operating strategies. In other words, the theories of
microeconomics provide for effective 8. .....of business firms. They are concerned with defining
actions that will permit the firms to achieve 9. .... .

The concepts and theories of microeconomics relevant to financial management are, for instance,
those involving supply and 10..... relationship and profit maximization strategies, issues related to
the mix of productive factors, "optimal™ sales level and product pricing strategies, risk and the
determination of value and the rationale for depreciating assets. In addition, the primary principle
that applies in financial management is marginal analysis which 11...... that financial decisions
should be made on the basis of comparison of marginal revenue and marginal cost. Such decisions
will 12.....to an increase in profits of the firm. Thus, financial managers must be 13... with the
basic microeconomics.

Words you may need:

to be versed (in) po30uparucs y 4oMych

outlets MOJKITHBOCTI

rationale OCHOBHA ITPUYHNHA, JIOTIYHE 00TPYHTYBaHHS
marginal analysis aHaJII3 10 TPAHMYHOMY TIOKa3HHUKY

marginal revenue TpaHUYHUI TPUOYTOK (NpeIeNbHbII)
marginal costs rpaHU4Hi BUTPATH ( IpeAesbHbIC H3EPKKH)

3. @) Supply the articles where necessary.
b)Write down 3-5 questions about the texts.
¢) Say in what activities financial managers are involved.

Financial Management explains how ... financial managers can help maximize the value of their
firms by making better decisions in such areas as capital budgeting, choice of capital structure, am
working capital management.

Financial managers also have ... responsibility for deciding the credit terms under which customers
may buy, how much inventory .. firm should carry, how much cash to have on hand, what types of
securities to issue, whether to acquire ... other firms (merger analysis) and how much of the firm
earnings to plough back in the business versus payout as dividends.

A successful firm usually has ... rapid growth in sales, which requires investments in ... plant,
equipment and inventory. The financial manager must help decide on ... specific assets to acquire
and the best way to finance these investments. For example, should ... firm finance with debt or
equity, and if debt is used, should it be long-term or short-term?

In this connection, the financial manager must deal with ... money and capital markets, where funds
are raised and where the firm's securities are traded. As a consequence, financial managers of many
large companies are responsible for working with investors (for example, mutual funds), bond
rating agencies, stock holders, and the general financial community.

Financial managers, controllers in particular, are also responsible for financial accounting -
preparation of the financial statements for ... firm, cost accounting - preparation of ... firm's



operating budgets, and preparation of reports that the company must file with the various
government (local, state and federal) agencies.

One of... major documents developed and controlled by financial managers is the Enterprise
Financial Plan. It comprises ... requirements for financial resources and the amounts currently
available and expected in ... future to meet them, i.e. the estimated revenues and expenditures of an
enterprise within some future period of time. The enterprise financial plan determines whether ...
cumulative revenues exceed the cumulative outlays at every point of time during ... plan period and
whether the necessary capital structure is assured.

The enterprise financial plan is composed of ... revenue plan, ... expenditure plan and ... financing or

credit plan.

Words you may need:
financial accounting
cost accounting

file

cumulative

(inaHcoBuit 00K (PUHAHCOBBIN yYeT)

BUPOOHMYMH 00K (POU3BOICTBEHHBIH yUeT)

npe’ SIBISTH SIKUH —HeOy b IOKYMEHT (TIPEeICTaBIATh KaKOH-JI. TOKYMEHT )
CYKYIHUH (COBOKYITHBIH)

4. Prepare a short talk on the following.
1. What financial ratios are taken into account by managers to enable them to conduct their

business effectively?

2. Financial analysis is the use of financial data to evaluate the financial position of a firm. How

does it work in practice?

3. What questions do financial managers face daily?
4. Imagine that you are a financial manager. Describe you duties. Is it difficult for you?

accounting

capture

book-keeping

record

balance sheet

income statement
profit and loss account
double-entry bookkeeping
cash basis
HaJIXOKEHH] Ta
accrual basis

debit side
credit side
communication
processing

UNIT 19

OyxranrepchKuil 00JIiK

OTpPHMaHHs

PaxiBHHUIITBO

3ammc

GanaHcoBuii 3BiT

3BIT PO MPHOYTKH Ta 30MTKN

paxyHOK IpUOyTKiB Ta 30UTKIB

OyxrantepchbKuii 00JIK IO METOAY TTOABIMHOTO 3aIUCy

MeTOJ| 3amucy MNpuOyTKiB Ta 30MTKIB HA paxyHKax TUIBKH TpU iX
cruari

METOJl HapaxyBaHHs NPHU 00JIIKY NPUOYTKIB Ta 30UTKIB HAa paxyHKax; 3armc
NpuOYTKIB Ta 30MTKIB Y MOMEHT 3aBEpLICHHS orepariii

JIiBa CTOpOHA OanaHcy

npaBa CTOpoHa OanaHcy

nepenada (iadopmarrii)

OTIPAIIOBaHHS

1. Read sentences only with new lexis and translate them.

1. The objective of financial statements is to provide useful information for users.

2. Accounting is used to describe the transactions entered into by all kinds of
organizations.

3. Ukrainian companies report the full cost of goods sold, which includes production
costs, transportation, depreciation, marketing and financial expenses.

4. Fixed assets posed the most serious problem.

5. Accounting can be divided into three phases: capture, processing and communication

of financial information.

6. Accounting can show the managers or owners of a business whether or not the



business is operating at a profit.

7. Accounting is based on the accounting equation.

8. Changes in the balance sheet are made according to the principle of double-entry
bookkeeping.

2. Put the missing letters.

Ac..unting, c..sh b..s..s, a...rual b..s..s, d..bit s..de, b..Il..nce sh..t, b...k-k...ping, c..pt..re, pr..ces..ing,
cr..d..t s..de, d..ble-..ntry b..k-Kk..ping.

3. Read the text.
ACCOUNTING PRINCIPLES AND CONCEPTS

The accounting system in any given country is one of the key elements of the economic system. It is
determined to a significant extent by the level and direction of the economic system's development.
The most important theoretical concept of the Anglo-American accounting may be summed up as
follows: the subject of accounting is the calculation of the financial results of an economic entity's
business activity.

Accounting is used to describe the transactions entered into by all kinds of organizations.
Accounting can be divided into three phases: capture, processing and communication of financial
information.

The first phase, the process of capturing financial information and recording it, is called book-
keeping. Accounting, in the true sense of the word, extends far beyond the actual making of
records. It includes their analysis and interpretation, it shows the relationship between the financial
results and events which have created them.

Accounting can show the managers or owners of a business whether or not the business is operating
at a profit, whether or not the business will be able to meet its commitments as they fall due.
Accounting is based on the accounting equation, which states that a firm's assets must equal its
liabilities plus its owners' equity.

Assets and liabilities, profits or losses are listed in financial statements. The two main types of
financial statements are the balance sheet and the income statement (profit and loss account).

The balance sheet lists a firm's assets, liabilities and owner's equity at a point of time.

Changes in the balance sheet are made according to the principle of double-entry bookkeeping. This
principle made its appearance in the 13th century in Northern Italy. It was improved and
disseminated at the end of the 14th century by the work of Luca Pacioli, a monk and a university
teacher. This principle states that each transaction must be recorded on the balance sheet as two
separate entries so that the accounting equation will hold at all times, the totals of each side will
always equal one another, and that this will always be true no matter how many transactions are
entered into.

Balance sheets are drawn up periodically: monthly, quarterly, half-yearly, annually.

There is an account for every asset, every liability and capital. Accounts can be prepared either on a
cash or accrual basis. Each account should be shown on a separate page.

The double entry system divides each page into two halves. The left-hand side is called the debit
side, while the right-hand side is called the credit side.

The balance sheet shows a lot of useful financial information, but it does not show everything. A
firm's sales, costs, and profits for a given period are shown in an income statement.

Words you need:

to a significant extent y 3HAYHIN Mipi

in the true sense of the word y MOBHOMY PO3yMiHHi CIIOBa

to meet one’s commitments BHKOHYBAaTH 3000B’13aHH:

to fall due MIUIATaTH OTLIATI, BAKOHYBaHHIO
owners' equity BJIACHMH KariTajl KOMIIaHil

at a point of time y TIeBHHH Mepioy yacy

will hold at all times 3aUIIAETHCS 3aBXKIU CIIPABETHBUM

Exercises



1. Answer the questions.

1 What role does an accounting system play in an economy?
2. Into what phases is accounting broken down?

3. What is accounting equation?

4 What is the most widely practiced principle of bookkeeping?
5 What does the balance sheet list?

6 What is shown in the income statement?

2. Find in the text English equivalents for the following Ukrainian phrases:

KintouoBuii eneMeHT eKOHOMIYHOI HisIbHOCTI; (PiHAHCOBI pPE3ylbTAaTH TOCHOAAPYOl iSUTBHOCTI
cy0’€eKTa, SIKHH TOCTIONIAPIOE; YIOJIU, B sIKI BCTYMAIOTh Pi3HI OpraHizailii; OTpUMaHHs, OTPAIFOBAHHS
Ta mepenavya iHdopmarii; BigoOpaxkeHHs iHpopmamii y ¢iHAHCOBIM 3BITHOCTI; MpAaLIOBATH 3
npuOYTKOM; BUKOHYBATH

cBOi 3000B’s13aHHS; OyXraiTrepcbke pPiBHSAHHS; aKTHBH MOBHHHI OyTH PIBHUMH MacuBaM; y OamaHci
BiJIOOpaKaIOTHCS; OOJIIK MO MPHUHIMITY TOJABIMHOTO 3amucy; BigoOpakaTu y OaylaHCi, CKIaAaTH
0anaHc; paxyHOK NMPUOYTKIB Ta 30MTKIB.

3. Match the verbs from (a) with the nouns from (b) below:

a) To meet b) provision of information
To ensure needs

To harmonize standards

To develop performance

To assess service

To provide a boost

To give license

To enhance accounting standards

To grant targets

To achieve credibility

4. Make up sentences putting the words in the correct order.

1. The, subject, accounting, of, is, results, of, the, financial, the, calculation, of, an, business,
economic, entity’s, activity.

Accounting, be, divided, can, three, phases, into.

The, is, first, phase, bookkeeping.

Accounting, based, is, equation, accounting, on, the.

Balance, income, sheet, statement, are, main, types, two, of, statements, financial.

Balance, are, sheet, up, drawn, periodically.

The, system, double, entry, of, consists, the, the, side, side, credit, debit, and.

The, objective, statement, of, the, financial, is, to, useful, provide, for, users, information.

NGO~ WD

5. Complete the sentences with the following words:

a) accounting g) the accounting system

b) bookkeeping h) financial statements

C) accounting equation i) principle of double entry bookkeeping
d) balance sheet j) accounts

e) income statements k) the double entry system

f) accounting

The process of capturing financial information and recording it, is called...

2. The subject of .....is the calculation of the financial results of an economic entity's business
activity.

3. lists a firm's assets, liabilities and owner's equity at a point of time.

4, ... states that a firm's assets must equal its liabilities plus its owners' equity.

5. A firm's sales, costs, and profits for a given period are shown in an.... .

6. ...... in any given country is one of the key elements of the economic system.

=



7. ....is based on the accounting equation.

8. ... states that each transaction must be recorded on the balance sheet as two separate entries
so that the accounting equation will hold at all times,® the totals of each side will always equal
one another, and that this will always be true no matter how many transactions are entered into.

9. The two main types of ....... are the balance sheet and the income statement (profit and loss
account).

10. ....... can be prepared either on a cash or accrual basis.

11. ... divides each page into two halves.

6. Find in the text sentences expressing such ideas.

1 Accounting system plays an important role in an economy.

2 We can divide accounting into three phases.

3. Accounting, in the true sense of the word, extends far beyond the actual making of records.
4. Financial statements indicate the financial health of the firm.

5 Balance sheet is one of the main documents of the firm.

6. Changes in the balance sheet are made according to the principle of double-entry
bookkeeping.

7. The double entry system has two components.

8. Income statement is another financial document of the firm.

7. Checking facts and ideas using such expressions: Exactly; Right you are; | agree with you;
That goes without saying; There’s no denying it; No doubt whatever; I can’t agree with you; I’'m
against it; You are mistaken; Hardly.

1. A balance sheet is a financial statement that reports the financial condition of a firm at a
specific time.

2. The method used to record and summarize accounting data into reports is called an
accounting system.

3. One of the purposes of accounting is to help managers evaluate the financial condition of the
firm so that they may make better decisions.

4. Assets and liabilities, profits or losses are listed in income statement.

5. Changes in the income statement are made according to the principle of double-entry
bookkeeping.

6. The principle of double-entry bookkeeping made its appearance in the 17th century in
Northern Germany.

7. The principle of double-entry bookkeeping states that each transaction must be recorded on

the balance sheet as two separate entries so that the accounting equation will hold at all times,® the
totals of each side will always equal one another, and that this will always be true no matter how
many transactions are entered into.

8. The double entry system is a part of income statement.

8. Find the definitions to the next terms:
a) accounting system
b) book-keeping
c) accounting
d) liabilities
e) balance sheet

1. The methods used to record and summarize accounting data into reports are called...

2. It is the recording of all money received into and paid out of a company, including profit and loss
account and balance sheet.

3. It is a statement showing the financial position of a business at a certain date, usually at the end
of the financial year.

4. It is a system of recording the money value of business dealings, income and expenditure
accounts to enable the management of a concern to see the financial position at any time.

5. These are the debts owned by a business to its creditors and to its owners.



Talking Points
1. Single out the main points of the text. Use the following opening phrases.

The text looks at (the problem of...)

The text deals with the issue of..

It is clear from the text that...

Among other things the text raises the issue of...
The problem of...is of great importance

One of the main points to be singled out is

Great importance is also attached to...

In this connection, I’d like to say...

It further says that...

I find the question of...very important because...
We shouldn’t forget that...

I think that...should be mentioned here as a very important...mechanism of... .

2. a) Read the text and say which information is new for you.
b) Explain the difference between managerial and financial accounting.
¢) Write down 3-5 questions about the text.

ACCOUNTING INFORMATION

In general, accounting information can be classified into two main categories: financial accounting
(or public information) and managerial accounting (or private information).

Managerial accounting deals with cost and profit relationship, efficiency and productivity, planning
and control, pricing decisions, capital budgeting. Not being generally spread outside the company,
this information provides a wide variety of specialized reports for division managers, department
heads.

Financial accounting differs from managerial accounting because the information and analyses are
for people outside of the organization. This information goes to owners, creditors and lenders,
governmental units and the general public.

A standard set of financial statement is expected to be prepared regularly by financial accounting
and published in an annual report at the end of the fiscal year. These statements include the
following items: 1) balance sheet, 2) the statement of cash flow, 3) the income statement, 4) the
statement of retained earnings.

The statement of cash flow shows the changes in the company’s financial position and provides
information which is not available in either an income statement or a balance sheet. Thus, the
statement of cash flow represent the sources and the uses of the company’s funds for operating
activities, applications of working capital and data about additional financial support.

The statement of retained earnings shows investors what has happened to their ownership in the
company, how earnings and new stocks have increased its value, and what dividends were paid.

Words you need:

managerial accounting VIIPaBIIiHChKA 3BITHICTH

statement of cash flows 3BITHICTB TIPO PYX TPOIIOBHX IIOTOKIB
statement of retained earnings 3BITHICTB MPO MPUOYTKH, SIKi HEPO3MOIiICHi
operating activities VIpaBITiHCHKA iSITbHICT

3. Prepare a short talk on the following:
1. What sort of statement the balance sheet is.
2. What sort of statement the income statement is.
3. The difference between the two branches of accounting.
4. Accounting principles.

Grammar Exercises



1. Open the brackets using the verbs in appropriate form.

Accounting as it (to exist) today (may) (to view) as a system of assumptions, concepts, doctrines
which (to summarize) in generally (to accept) accounting principles. Many of these principles (to
develop) gradually, but only in recent decades these principles (to recognize) as laws. Economic
theory (to deal) with several following fundamental accounting concepts.

1.The on-going concept (koHuemmis mianpuemMcTBa, ske mpairoe) (to state) that the entity
(ropuamuHa ocoba) that (to be) (to perform) activity and (to be) (to receive) accounting information
(must) (to define) clearly and that the relationship (to exist) between the entity and external parties
(must) (to understand) clearly.

2. According to the historical-cost principle (MeTos migpaxyHKy 3 BUKOPUCTAHHSM L(iH MPHI0AHb)
economic resources (should) (to evaluate) in terms of the amounts of money (to exchange). When a
transaction (to occur), the exchange price (to be) a measure of the value of the economic resources
that (to exchange).

3. The realization concept (konuemnmis peamizarii) (t0 disclose) that accounting (to take place) only
for those economic events to which the entity (to be) a party.

4.1In accordance with the matching principle (konuemnis 3icraBienns) income (to calculate) by
matching revenues with the expenses incurred (Hectu 30uTKH, ) in order to obtain that revenue.
5.The accrual concept (konyenyis napowysanns) (1o define) revenues and expenses as inflow and
outflow of all assets in the course of operating the enterprise.

6. The consistency concept (KoHIenus He3MiHHICTI) assumes the accounting methods (to use) at a
given time (must) (to be) in line with those previously (to use) for describing company performance.
Such consistency (to allow) data of different periods (to compare).

7.The disclosure principle (mpunimn po3kpurtsa cyTHocTti) (t0 emphasize) that financial statements
(should) (to present) clearly the most useful in formation.

8.The prudence concept (konrernist obepesxnocti) (to require) all entries (to concern) income and
revenue (should not) (to record) until money (to receive), but records (to relate) to possible future
losses and risk (ought) (to do) as soon as they (to predict).

b) Find in the text three synonyms for the translation of the adverb «3rinno, BinnoBiano.»

¢) Using the text finish the next sentences in Conditional Mood.

. If the accountant expected any losses in future, he ...

. If we consider accounting existing today, we ...

. If we had prepared financial statements, all useful information ...

. If the income were calculated, the matching principle ...

. If there were any relations between the entity and the external parties, they...
. If a transaction had occurred, the exchange price ...

. If we plan to estimate the company's performance for some years, the
same accounting methods ...

8. Only if the entity were engaged in this transaction, the data about this
economic event...

~NOoO ok, WN

2. Open the brackets using the verbs in appropriate form.

1. Equity would decrease if the owners (to withdraw) funds from the business.

2. If there (to be) a change in the amount for one item in a balance sheet, it will be always
accompanied by an equal change in some other item.

3. If cash is received from the issuance of bonds, this figures (not to be shown) in the income
statement.

4. The same amount of depreciation would be evaluated each year if the accountant (to choose) the
straight-line method.

5. If the company {to choose) proper ways to use its assets for producing goods and rendering
services, it would have earned enough revenue to stay in business.

6. If a customer received commodities or promised to pay the company in the future, the revenue (to
be recorded) in accounts receivable.



7. If cash (to be paid) to purchase equipment, this figure will be added to the asset account of a
plant.

If the company (to introduce) a new product, it would have increased the company's future cash
flows.

UNIT 20
receipt IPOLIOBI HAAXOKEHHS; TPUOYTOK
journal OyXTanTepChKuil XKypHa, BiIOMiCTh
ledger OyxranTepchbka KHHUTa
posting [ePEHECEHHS Y OYXTalTepPChKy KHUTY
to draw up CKJIaJIaTH
trial balance rornepeiHiil OyXraarepchbKuit 6ananc
to bring accounts to balance CKJIaJIaTH 3BeJCHMI 0agaHc (CBOIHBII)
favourable balance aKTHBHIH GanaHc
balance on an account 3aJIMIIOK PaXyHKY
balance in hand rpOIIOBa TOTiBKA
balance with foreign banks 3aJIMIIKK Ha PaXyHKaxX y 3aKOPJOHHHUX OaHKax
error IMOMMIJIIKA
preliminary nomnepenHii

1. Read sentences only with new lexis and translate them.

1. The balance sheet cannot be completed until the depreciation of the capital assets is calculated.

2. For management of any company to be efficient, extensive and accurate information concerning
receipts and payments, assets and liabilities, depreciation of assets and other data about company
status are required.

3. The bank won't make a loan to any company until its experts study thoroughly the company's
balance sheet.

4. In the second step in the accounting cycle, the amounts from the various journals are usually
monthly transferred to the company's general ledger - a procedure called posting.

5. A new product is unlikely to be sold successfully until a wide advertising campaign is organized
professionally.

6. The demand for high-quality goods remains low until the consumers' incomes rise.

7. This procedure known as the drawing up of a trial balance and those that follow it usually take
place at the end of the fiscal year.

8. Until a country's imports exceed its exports, there is a deficit in the trade balance.

2. Put the missing letters.
r..c...pts, j...rnal, l.d..er, p..st.ng, dr.w up, tr...I1 bal..nce, b..l.nce of tr..de, b..l.nce in h..nd,
b..l.nce with f..re...n b..nks, fav..rable b..I..nce.

3. Read the text.
BOOKKEEPING AS PART OF ACCOUNTING CYCLE

For management of any company to be efficient, extensive and accurate information concerning
receipts and payments, assets and liabilities, depreciation of assets and other data about company
status are required. Such information being obtained mainly from different records, additional funds
and time should be invested in bookkeeping and accounting system.

In general, accounting and bookkeeping mean identifying, measuring, recording economic
information about any business, bookkeeping being considered the preliminary stage and part of the
larger field of accounting.

The task of a bookkeeper is to ensure the record-keeping aspect of accounting and therefore to
provide the data to which accounting principles are applied in the preparation of financial
statements.

Bookkeeping provides the basic accounting data by systematical recording such day-to-day
financial information as income from the sale of products or services, expenses of business
operations such as the cost of the goods sold and overhead expenses such as a rent, wages, salaries.



Accounting principles determine which financial events and transactions should be recorded in the
bookkeeper's books. The analysis and interpretation of these records is the primary function of
accounting. The various financial statements produced by accountants then provide managers with
the basis for future financial planning and control, and provide other interested parties (investors,
the government) with useful information about the company.

Modern accounting system is considered to be a seven-step cycle. The first three steps fall under the
bookkeeping function, such as: 1) the systematic recording of financial transactions; 2) the
transferring of the amounts from various journals to general ledger (also called "posting step”); 3)
the drawing up of the trial balance.

Record keeping of companies is based on a double-entry system, due to which each transaction is
recorded on the basis of its dual impact on the company's financial position. To make a complete
bookkeeping record of every transaction in a journal, one should consider interrelated aspects of
every transaction, and entries must be made in different accounts to keep the ins (receipts) and outs
(payments) balanced.

A typical account is known to have two sides: the items on the left side are called debits, while the
items on the right side are credits.

Thus, double-entry bookkeeping doesn't mean that the same transaction is entered twice, it means
that the same amount of money is always debited to one account and credited to another account,
each record having its own effect on the whole financial structure of the company. Certain accounts
are increased with debits and decreased with credits, while other accounts are increased with credits
and decreased with debits.

In the second step in the accounting cycle, the amounts from the various journals are usually
monthly transferred to the company's general ledger - a procedure called posting. Posting data to the
ledgers is followed by listing the balances of all the accounts and calculating whether the sum of all
the debit balances agrees with the sum of all the credit balances. This procedure known as the
drawing up of a trial balance and those that follow it usually take place at the end of the fiscal year.
By making a trial balance, the record-keeping accuracy can be checked. The trial balance having
been successfully prepared, the bookkeeping portion of the accounting cycle is completed.

The double-entry system of bookkeeping enables every company to determine at any time the value
of each item that is owned, how much of this value belongs to creditors, the total profit and how
much belongs to the business clear of debt. Thus, one advantage of the double-entry system is that
its information is complete enough to be used as the basis for making business decisions. Another
advantage is that errors are readily detected, since the system is based on equations that must
always be in balance.

Words you need:

overhead expenses HaKJIa Hi BUTpATH

dual impact MOJBIMHUI BIUIUB

interrelated aspects B3a€MOIIOB’A3aHi aCIIeKTH
Exercises

1. Answer the questions.

1. What kind of information is of great importance for proper company management?
2. What role does bookkeeping play in the accounting cycle?

3. What kind of data is collected by a bookkeeper?

4. What is the difference between bookkeeping and accounting?

5. Who is interested in obtaining accurate accounting information?

6. What is the modern concept of the accounting system?

7. What tasks should a bookkeeper solve at the first three steps of the accounting cycle?
8. What does double-entry bookkeeping mean?

9. What data are recorded in the company's general ledger?

10.When is the bookkeeping cycle considered to be completed?

11.What are the advantages of the double-entry system?

2. Find in the text English equivalents for the following Ukrainian phrases:
s toro, mo0 KepyBaHHS KOMIaHi€lo Oyno edeKTHBHHUM; Taka iH(popMallisi, sika OTpUMaHa;



OyXraiaTepchbKUil 00JIIK PO3IIISIAEThCS, SIK; 3a0€3MeUnTH BEACHHS O0JIKY; MOBCAKACHHA (piHaHCOBA
iHopmartis; TpUHIUNK (QIiHAHCOBOTO OOJIIKYy BH3HAYalOTh, TNEpPBUHHA (YHKINA OOJIKY;
3a0e3MeuyroTh MEHEDKEPIB; PO3TISINAEThCS SIK CHCTeMa 13 CeMH KpOKiB, BEIEHHS OOJIKY
3aCHOBYETHCSI HA CUCTEMI OyXTanTepchKOro oOJiKy 3 MOABIMHUM 3aMMCOM; JJIs TOTO 100 3po0HuTH
MOBHUN OYyXTalTEepPChbKHM 3amMc; 3alHMCyeThCs JBivl; BU3HAUEHI PaxyHKH 3pOCTaIOTh 3 JA€0ITOM;
3arajbHa OyXrajaTepchbka KHHUTa; 3allC JaHUX Yy TOJOBHY OYyXralnTepCcbKy KHUTY; CKJIaJCHHS
MOTIEpPETHBOTO OaaHcy.

3. Make up sentences from two parts.

1. The preparation of a trial balance includes

2. A special book known as a journal is used

3. Double-entry bookkeeping is a system of recording accounts where
4. The posting procedure consists of

5. In bookkeeping a sum of money paid or owed by a business
6. One should know that crediting means

7. Unlike crediting the debiting procedure means

8. Bookkeeping as part of the accounting cycle deals with

9. A bookkeeper is sure to be fully responsible for

10. The sum of money gained by a business

a) recording in an account a sum of money paid out or still owed.

b) regular transferring entries from the journal to the appropriate accounts in the ledger

c) for recording all primary information about business transaction

d) the accurate performance of the first three steps in the accounting cycle

e) is recorded on the right-hand side of a list of accounts.

f) recording all money received by and paid out of a company in special books or computer files.
g) the checking of accounts by comparing the total credits with the total debits.

h) is shown on the left-hand side of a list of accounts.

1) each sale or purchase is shown as having an effect on both the debit and the credit columns of
an account.

J) recording the payment of a sum of money into an account.

4. Complete the sentences with the following words:

a) list; f) double-entry,balance, receipts, debits;
b) records, statements; g) preliminary;

C) posting data; h) accuracy;

d) double-entry, journals, ledgers; i) balance, credit, debits;

e) bookkeeping, trial balance; j) errors.

1. Every company needs some way of keeping systematic ... about all transactions that have taken
place, all this information being necessary to prepare further financial ....

2. The most commonly used ..... books are known to be called ... and ....

3 to the general ledger is usually done in the second step of the accounting cycle.

4.The .......... system is based on the equations that should be always kept in ... : payments must
equal ..., and credits must balance ... .

5. The ... cycle is considered to be completed when the.....has been drawn up.

6. The laboratories are doing some ... experiments before starting work on this project.

7. ... and responsibility are sure to be the main qualities of any bookkeeper.

8. Economists expect new computer programmes to be very helpful in detecting possible ... in the
accounting system.

9. In accounting and banking a ... is calculated as the difference between the total amount of money
coming into (known as ...) and money going out of (known as ...) an account.

10.The balance sheet is known to ... the assets the firm owns and the liabilities for which it is
responsible at a given period of time.

5. Find in the text sentences expressing such ideas.



1. The task of bookkeeping is to record systematically all transactions of the company and to
provide accounting with all the necessary data.

2. To complete the bookkeeper’s work, a trial balance summarizing all debits and credits should be
prepared at the end of the fiscal year.

3. The accountants know the financial statements help them to determine debts and profits of a
company during a given period.

4. In order to know whether the receipts and payments are in balance, it is necessary to keep
accurate double-entry bookkeeping system.

5. For the firm to be successful, the data about assets, liabilities and debts should be available at any
given moment.

6. The posting of data into the ledger to be done by a bookkeeper is known as the second step in the
accounting cycle.

7. Everybody believes the double entry system to be of great value in business activity and has
several advantages.

6. Checking facts and ideas using such expressions: Exactly; Right you are; | agree with you;

That goes without saying; There’s no denying it; No doubt whatever; I can’t agree with you; I’'m

against it; You are mistaken; Hardly.

1) The recording of all the company’s transactions should be done systematically.

2) The accounting cycle is known to consist of seven main steps, the bookkeeping being
responsible for the analysis and interpretation of the entries.

3) A bookkeeper deals with taxes, cash flow, which includes cash receipts and payments, sales,
purchases and different other business transactions.

4) The record-keeping accuracy can’t be checked until total debits and total credits are added
together.

5) Disagreement between the total of the debits and the total of the credits in the trial balance
means that there is no error in the records.

6) Before posting the data the bookkeeper began calculation debit and credit balances.

Keeping records accurately is very important both for a company and tax authorities
7 .

Talking Points

1. Single out the main points of the text. Use the following opening phrases.
The text looks at (the problem of...)

The text deals with the issue of..

It is clear from the text that...

Among other things the text raises the issue of...

The problem of...is of great importance

One of the main points to be singled out is

Great importance is also attached to...

In this connection, I’d like to say...

It further says that...

| find the question of...very important because. ..

We shouldn’t forget that...

I think that...should be mentioned here as a very important...mechanism of... .

2. Prepare for a short talk:
1. The main tasks of bookkeeping.
2. Imagine you are a bookkeeper. What do you think of this profession? Is it dangerous?
3. Could you say that the profit of a firm depends on the bookkeeper’s work?

Grammar Exercises

1. a) Supply the prepositions of (9), on (2), in (7), by (1) u below (2), where necessary.



b) Find in the text sentences in Passive voice and discuss the text, using passive forms.

The simplest set 1. ... double entry books consists 2. ... a journal and a ledger. When a transaction
occurs, it is not entered directly 3... the account, but it is first recorded 4... a book 5... original
entries known as a journal.

Several kinds 6 ...journals are used 7... a bookkeeper, the general journal being the most common
type. To list some recurring (moBTopsrommiicst) transactions special journals such as sales,
purchases, cash-receipts and cash-disbursements (Bbimatel) journals are widely used 8 ..
bookkeeping. Transactions that cannot be registered ... a special journal and all entries that cannot
affect 9. ... cash are recorded 10. ... a general journal.

In a general journal the title 11.... the account to be debited is placed 12.... the top line, with its
amount shown 13 ... the debit column.

The title 14.... the account that is to be credited is shown 15... it, with its amount placed 16.... the
credit column. 17.... this may be a written explanation 18.... the transaction. The total 19... the debits
column should always equal the total 20.... the credits column 21... each general journal page.

2. Open the brackets putting the verbs in the correct form:

At the end of the month or more frequently all journal entries (to post) into the book of accounts (to
know) as a general ledger (to consist) of separate pages for each account. The page for each account
(to show) its debits and its credits, so that the balance of each account (can) (to determine). As each
journal entry (to record) on the (to plan) side of its account, a mark (to place) in the post column of
the journal in order (to show) that it already (to record) in the ledger. The date (to use) in the ledger
(to be) the date on which the entry first (to record) in the journal. The post column in the account
(to use) (to show) which page this entry (to post) to in the ledger.

In addition to the general ledger, a subsidiary (momomuutensubiii) ledger (to use) in order (to
provide) information in greater detail about the accounts in the general ledger. For example, the
subsidiary ledger (may) (to keep) for the amount of money (to owe) to the company by all its
customers, for the wages (to pay) to each employee, for each building or machine (to own) by the
company and for amounts (to owe) to each of the company's creditors.

3. Using texts 1 and 2 answer the questions:

1) What is the difference between a journal and a ledger?

2) What types of journals and ledgers are used in bookkeeping?

3) What are the main steps in the process of recording information about transactions?

UNIT 21
to examine TIEPEBiPATH, TIPOBOJUTH PEBI3if0
accounting records JOKYMEHTH OOJTiKY
to offer an opinion 3pOOUTH BUCHOBOK
account audit ayJUT PaxyHKiB
indepth audit report JICTaNbHUI ayTUTOPCHKHUIA 3BIT
audit procedures METO/IMKA MIPOBE/ICHHS PEBi3il
substantive test He3aJIe)KHa TIepeBipKa
test in totals nepeBipKa MmiJICyMKOBUX YUCE
audit risk PHCK HESIKICHOTO KOHTPOJTIO
detection risk pHCK (HE) BUSBICHHS
to qualify the opinion JlaTh ayIUTOPCHKUH BHCHOBOK 3 3aCTEPEXKECHHIMH (OrOBOPKA)

1. Read sentences only with new lexis and translate them.

1. Auditing is a process in which an independent accountant-auditor examines a firm's
accounting records and financial statements and offers an opinion on their accuracy and
reliability.

The auditor should focus on any misstatement whether it is intentional or unintentional.
3. Special bodies of users, such as supervisory boards, employee representatives, government

no



agencies may sometimes need an indepth audit report.

4. The auditor normally starts with a study of the business environment the audited company is
working in and performs a preliminary analytical review.

5. It should be stressed that auditors do not monitor, they offer an opinion, and the audit
process and audit procedures are complicated and manifold.

6. Defining the audit strategy the auditor has to decide whether to rely on internal controls or
to resort to substantive testing applying analytical review procedures, such as tests in totals,
comparison with budgets or even statistical analysis of figures.

2. Put the missing letters.
To q...lify the op.n.on, a..dit r..sk, s..bst.nt..ve test, test in t..t..Is, unqg..l..f..d risk, ind..p.. a..dit
r..port, ac...nt a..dit, to o...er an op..n...n.

3. Read the text.
AUDITING
PERFORMING AN AUDIT

Auditing is a process in which an independent accountant-auditor examines a firm's accounting
records and financial statements and offers an opinion on their accuracy and reliability.

There are different types of audits, for example, financial statements audits, income tax audits,
"value for money" audits, environmental audits, administrative audits, financial management audits,
etc.

The accountancy profession has built up a significant amount of expertise in performing financial
statements audits.

Accounts audits were established as an instrument to protect third parties, the users of accounts,
since the auditor's opinion helps establish credibility of financial statements.

Special bodies of users, such as supervisory boards, employee representatives, government
agencies may sometimes need an indepth audit report, which is usually confidential.

It should be stressed that auditors do not monitor, they offer an opinion, and the audit process and
audit procedures are complicated and manifold. The auditor's opinion is gradually being built up
from a mass of detailed work to the final judgement through the planning and testing stages. The
auditor normally starts with a study of the business environment the audited company is working in
and performs a preliminary analytical review.

Then he should direct his attention to the financial statements. Interestingly enough, however, the
auditor's attention is not directed towards the financial statements' elements as such, but towards the
correctness of various assumptions made by the management for their preparation. For instance, the
auditor needs to know if figures are complete and accurate and reflect what they should reflect, if
income and expenses are recorded in the proper periods and if the legal position is reflected
adequately.

The auditor should focus on any misstatement whether it is intentional or unintentional. The
management is responsible for the reliability of financial information. If the management is not
prepared to take the responsibility it may be hard to complete the audit. In such situations the
auditor should seek his own evidence by means of independent audit procedures.

Although the financial statements are the ultimate objectives of an audit, normally such audits
cannot be completed without a proper study and evaluation of the accounting system and
assessment of the internal accounting controls.

Defining the audit strategy the auditor has to decide whether to rely on internal controls or to resort
to substantive testing applying analytical review procedures, such as tests in totals, comparison with
budgets or even statistical analysis of figures.

In the planning stage as well as during the performance of audit procedures and, finally, in forming
conclusions, "materiality” and "audit risk" are critical® elements in the auditor's judgement.
"Materiality'" refers to the magnitude or nature of a misstatement (including an omission) of
financial information.

"Audit risk™ (including three different components - inherent risk, control risk, detection risk) is the
risk that an auditor may give an inappropriate opinion on financial information that is materially



misstated.

The natural finalization of the audit process is the auditor's report, reflecting the auditor's opinion on
the financial statements. Unfortunately, audits do not always end up in an approval of the financial
statements.

Any deviation from the unqualified opinion should be explained in the auditor's report, including
the uncertainty or the disagreement that caused the auditor to qualify his opinion.

In order to protect the public interests and the profession’s integrity an individual must be
sufficiently educated and adequately trained before being certified to act as an auditor.

Below you will find a sample of an auditor's opinion:

To the Shareholders of... Ltd.:
We have audited the accompanying balance sheet of ... Ltd. as of 31 December ... and the related
statement of income for the year then ended.
Our audit was conducted in accordance with generally accepted auditing standards and,
accordingly, included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances to establish whether the balance sheet and related
statement complied with Ukrainian regulations and were in agreement with the underlying
accounting records.
In our opinion, the balance sheet and related statement of income of... Ltd. referred to above have
been prepared in compliance with the relevant Ukrainian regulations and are in agreement with the
underlying accounting records.

Odessa, 24 March...
Words you need:

build up HAKOIMHYYyBaTH

supervisory board CIIOCTEPEXIMBA Pajia

audit process TIPOIIEC IPOBEACHHS Ay TUTOPCHKOI IIEPEBipKH

manifold 6araToCTOpOHHIH

audited company KOMIIaHisl, SIKY IePeBipsItOTh

should focus on any misstatement HEOOXIHO 3BepTaTH yBary Ha OyIb-sKi IEpeKPYIyBaHHS HE TUBJISINCH Ha

Te
whether it is intentional or unintentional  uu € BoOHO HaBMHUCHUM uu Hi

critical SKUH € BUPIIIAIEHUM
materiality ICTOTHICTh
magnitude po3Mip
that caused the auditor to qualify his opinion siki 3Mycuin ayquTopa BHECTH 3aCTEPEKEHHS B CBili BACHOBOK
integrity npodeciitHa yecHiCTh
certify BH/IABATH NIOCBIiTUECHHS
accompanying SIKAH TIPUKIIaIa€THCS
the related statement of income BIIMOBIAHMIA 3BIT MPO MPUOYTKH Ta 30UTKU
to conduct an audit MPOBOJIMTH ayAUTOPCHKY TIEPEBIPKY
generally accepted auditing standards 3araIbHONPUIHATI CTAHIAPTH AYAUTY
to comply with regulations BiJIMOBiIaTH TIpaBHIaM
in agreement with y BIZIMOBITHOCTI 3
underlying SIKUH JIGKUTH Y OCHOBI
in compliancl with Y BIATIOBITHOCTI 3
Exercises

. Answer the questions.
. What is auditing?

1
1
2. What audits are practiced nowadays?

3. What does the auditor's opinion help establish?

4. How is an audit planned?

5. What do auditors normally start with?

6. What do auditors direct their attention to when they analyse financial statements?

7. What responsibilities do managers (directors) undertake with regard to the audit?

8. What are the responsibilities of auditors?

9. Do auditors study and evaluate the accounting system and the internal accounting control during



the audit? Do they rely on internal controls?

10 What are the most critical elements in the auditor's judgement?

11. Do all audits end up in the approval of the financial statements?
Why do auditors sometimes disclaim or qualify their opinions?

12. Who has the right to act as an auditor?

13. What audit was conducted by the auditors whose opinion is stated in the sample?
What were the auditors responsible for?

14. What opinion was expressed?

2. Find in the text English equivalents for the following Ukrainian phrases:

[TepeBipsaTn 00IKOBY JTOKYMEHTAIIiIO; /1aBaTH BUCHOBOK y BIJIHOIIEHHI TOYHOCTI Ta BIpOTiAHOCTI
¢dinancoBoro 3BiTy; ayauT ()iHAHCOBOI 3BITHOCTI; peBi3isl BIPHOCTI HAYMCIEHHS MPUOYTKOBOTO
MOJIATKY; ayAMT ONTHMAJIBHOTO BUKOPUCTAHHS TPOIIOBHX 3ac00iB; ayJHWT 3aXOJliB 3 OXOPOHHU
HABKOJIMIIHBOTO CEPEAOBHUINA; PEBi3is MpPaBWIBHOCTI Jil TpaBIliHHS; IepeBipka e(eKTUBHOCTI
(hiHaHCOBOI MISNTBHOCTI MPaBJIiHHA;, OOJIKOBI MPalliBHUKA HAKOTUYHIIA 3HAYHHUHN JOCBIJ Y..; ayJuT
paxyHKiB € 1HCTPYMEHTOM 3aXHCTy IHTEpeCiB KOpPUCTyBadiB (PiHAaHCOBOI 3BITHOCTI; BHCHOBOK
ayaatopa poouTth (piHAHCOBY 3BITHICTh HAJIWHOIO;, CIIOCTEPEKHHM pajaM Ta BIJIOMCTBaM 1HKOJIH
noTpiOHI TIMOOKI ayAMTOPCHKI 3BITH, fAKI €, SK NpPaBWIO, KOH(INEHIIMHUMU; ayIUTOpPH HE
KOHTPOJIIOIOTh, BOHH JIAFOTh BUCHOBOK y BIIHOIIEHHI TOYHOCTI Ta BIPOTiTHOCTI (piHAHCOBOTO 3BITY;
JIIOBE CEPEJIOBHINE, Y SKOMY MPAIIO€ KOMIIaHis, Ky MEPEeBIPSIOTh; aAyAUTOPH 3BEPTAIOTH CBOIO
yBary Ha MPaBWIBHICTh NPHUIYIICHb IPABIIiHHS; HABMUCHE a00 HEHABMHCHE IEPEKpyYyBaHHS
naHuxX; OpaTu Ha ce0e BiNMOBINANBHICTH 3a; MpOLEAypa MPOBEIEHHS ayIUTOPCHKOI MEPEeBIPKH;
OIlIHKa CHCTEMH BHYTPIIIHBOTO KOHTPOJI); YyJaBaTHCS 10 HE3aJCKHUX TIEPEBIPOK; aHaii3
(iHAHCOBO-TOCTIOAPCHKOT TiSITBHOCTI.

3. Match the verbs from (a) with the nouns from (b) below:

a)To share b) certificate

To take assumption

To seek responsibility

To submit faults

To give services

To make advice

To obtain point of view

To find financial statements

To submit evidence

4. Make up sentences from two parts.

1. Auditing is a process in which an independent accountant-auditor examines
2. The accountancy profession has built up

3. Accounts audits were established as an instrument

4. It should be stressed that auditors do not monitor

5. The auditor normally starts with a study of

6. Then he should direct his attention

7. The auditor should focus on

8. The natural finalization of the audit process is

9. In order to protect the public interests and the profession's integrity

a) an individual must be sufficiently educated and adequately trained before being certified
to act as an auditor.

b) a firm's accounting records and financial statements and offers an opinion on their
accuracy and reliability.

C) any misstatement whether it is intentional or unintentional.

d) significant amount of expertise in performing financial statements audits.

e) the business environment the audited company is working in and performs a preliminary



analytical review.

f) they offer an opinion, and the audit process and audit procedures are complicated and
manifold

9) to protect third parties, the users of accounts, since the auditor's opinion helps establish
credibility of financial statements.
h) to the financial statements.

)] is the auditor's report, reflecting the auditor's opinion on the financial statements.

5. Complete the sentences with the following words:

a) auditing e) auditors
b) types of audits f) auditor’s report
c) accounts audits 9) “audit risk”

d) management h) the audit strategy



S i

1. Defining the ...... the auditor has to decide whether to rely on internal controls or to
resort to substantive testing applying analytical review procedures.

2. ...is a process in which an independent accountant-auditor examines a firm's
accounting records and financial statements and offers an opinion on their accuracy
and reliability.

3. The natural finalization of the audit process is the....., reflecting the auditor's opinion
on the financial statements.

4. ..... (including three different components - inherent risk, control risk, detection risk)
is the risk that an auditor may give an inappropriate opinion on financial information
that is materially misstated.

5. There are........ , for example, financial statements audits, income tax audits, "value
for money" audits, environmental audits, administrative audits, financial
management audits, etc.

6. ...... is responsible for the reliability of financial information.

7. ....were established as an instrument to protect third parties, the users of accounts,
since the auditor's opinion helps establish credibility of financial statements.

8. ....are usually independent certified accountants who review the financial records of
a company.

. Find in the text sentences expressing such ideas.

Auditors review the financial records of a company.
Accounts audits are the “friend” of the users of accounts.
Indepth auditing report is information which is necessary for supervisory boards, employee

representatives, and government agencies.

o ok

There are different types of audits.
The auditor’s task is to offer an opinion.
The auditors have to study the business environment of the audited company and the

financial statements.

7.
8.

The completing of audit depends on the management.
For the completing of audit it is necessary to study and evaluate the accounting system and

assessment of the internal accounting control.

9.

The critical elements in the auditor’s judgement are “materiality” and “audit risk”.

10.The auditor’s report is the last stage of the auditing.

7. Checking facts and ideas using such expressions: Exactly; Right you are; | agree with you;
That goes without saying; There’s no denying it; No doubt whatever; I can’t agree with you; I’m
against it; You are mistaken; Hardly.

1.

ok wn

7.

Auditor’s report is the review of financial records and the report to the management on the
current state of the company’s fiscal affairs.

The auditor’s opinion can help people to examine the work of the company.

The indepth audit report is open for everybody.

The task of auditor is to monitor the accounting records and the financial statements.

The auditor’s attention is directed towards the financial statements’ elements.

When management is not prepared to take the responsibility the auditor should seek his own
evidence by means of independent audit procedures.

"Materiality" refers to the magnitude or nature of a misstatement (including an omission) of
financial information.

8."Audit risk™ (including three different components - inherent risk, control risk, detection risk) is
the risk that an auditor may give an inappropriate opinion on financial information that is materially
misstated.

9. Any accountant can be an auditor without any difficulties.

8. Find the definitions to the next terms: audit, auditor, “audit risk”, auditor’s report.

1.
2.

....1s a professionally trained person who examines the accounts of an organization.
....1s a document recording the auditor’s opinion on the financial statements.



3. ....is a detailed inspection of the accounts of an organization conducted usually once a year,
by a professionally trained person to confirm that they are true and honest.
4. ....1istherisk that an auditor may give an inappropriate opinion on financial information that
is materially misstated.
Talking Points

1. Single out the main points of the text. Use the following opening phrases.

The text looks at (the problem of...)

The text deals with the issue of..

It is clear from the text that...

Among other things the text raises the issue of...
The problem of...is of great importance

One of the main points to be singled out is

Great importance is also attached to...

In this connection, I’d like to say...

It further says that...

I find the question of...very important because...
We shouldn’t forget that...

I think that...should be mentioned here as a very important...mechanism of... .

2. Read the text.

a) Describe the two main functions of auditing.

Discuss public accountants (auditors) and government auditors perform these functions.
Explain the importance of internal auditing.

Audit is an examination of the records and reports of an enterprise by accounting specialists other
than those responsible for their preparation. Public auditing by independent accountants has
acquired professional status and become increasingly common with the rise of large business units
and the separation of ownership from control. The public accountant performs tests to determine
whether the management's statements were prepared in accordance with acceptable accounting
principles and fairly present the firm's financial position and operating results. Such independent
evaluations of management reports are of interest to actual and prospective shareholders, bankers,
suppliers, lessors, and government agencies.

Generally speaking, auditing has two functions: to reveal undesirable practices and, as far as
possible, to prevent their recurring in the future. A relatively new type of auditing is internal
auditing. It is designed to evaluate the effectiveness of a business's accounting system. Perhaps
the most familiar type of auditing is the administrative audit, or pre-audit, in which individual
vouchers, invoices or other documents are investigated for accuracy and proper authorization before
they are paid or entered in the books.

In English-speaking countries, public auditors are usually certified, and high standards of
professional qualification are encouraged.

Most countries have specific agencies or departments charged with the auditing of their public
accounts.

Taxpayers in all countries are interested in the sound management of the collected revenue, they
also want to know whether or not the executive branch of government is complying with the law,
especially in the area of public finance.

Government auditors are working for sound, economical and efficient financial management,
addressing the key problems in the field of public sector auditing, like strengthening the institutions
that oversee financial management, changes in the scope and methodology of government auditing,
ability to conduct performance audits in public enterprises, strengthening internal auditing in
spending units, ex-post external audits of government activities, budget efficiency problems,
performance of expenditure programmes.

The advantages accruing from an audit are obvious, taking into account the complexity of present-
day commerce and business.



3. Supply the prepositions where necessary.
a) Say what the auditors checked during the audit in accordance with the instructions given to
them.

Auditors' Report
We have examined the books, accounts and vouchers relating .. the six months ended 30th
September ... (year) which were presented ... us. We have made extensive enquiries ... the system of
internal check ... force and are satisfied that it is working efficiently. Particular attention was paid to
the methods in force for the authorization of: accounts for payment and the handling ... cash. The
cash balances .. the 30th September ... (year) were counted and found to be in accordance ... the
cashier’s books. All bank payments have been verified with the bank statements and certificates of
the balances on the accounts obtained ... the bankers.
We have checked all cash and bank payments ... the receipts and have to report that a number of
small payments are unsupported ... vouchers. It has been possible, however, to obtain other
evidence to show that these disbursements were properly made. The cash books have been cast and
all postings ... the various ledgers checked ... detail.
All invoices ... respect of goods purchased and expenses incurred have been examined with the
appropriate analysis of books, the totals of which have been checked. Several minor errors were
detected which have now been rectified. The postings to the Creditors’ Ledgers have been test-
checked, being far too numerous to do in detail. The balances ... the individual Creditors' accounts
have been compared with special audit statements obtained from them and found to be ... order.
Our instructions did not require us to examine the Sales Ledgers and Day Books: we therefore
report that in such work as we have performed we found no evidence of, or opportunity ...
defalcation or fraud.

Words you may need:

voucher n BUIIPABIOBYBAJILHUI I'POLIOBUM JOKYMEHT
authorization of accounts for payment JIO3B1IT HA ITPOBEICHHS BUILIAT 3 PaXyHKIB
handling of cash BHUKOPUCTOBYBAHHS TOTiBKH

cash balance 3aJIUIIOK KACOBOT TOTIBKH

cashier's book KYpHAJ KaCOBUX OTepariii

bank statement BHUITHUCKA 3 PAXYHKY

receipt n KBUTAHIid

to obtain evidence MONTYYHUTH JTOKA3H

disbursements n p BUILIATH

cash book KacoBa KHMTa, KypHaJI KaCOBHX OIepariit
castv [ipaxoByBaTH, IiABOJUTHA BUCHOBKH
posting v MIPOBO/IKA

ledger n OyXTanTepchka KHUTa, OyXTaITepPChKHI PETHCTP
expenses incurred BUTPATH, sIKi OyJIH TIOHECEH]

detect v BUSIBJIATH

rectify v BUIIPABIISITH

Creditors' Ledger KHHUTa KPEITUTOPIB

test-check v MePEBIPATH 3a OMIOMOTOI0 TECTiB

audit statement ayJIUTOPCHKUIl 3BIT

Sales Ledger KHHTa 00Ky IMpoIax

Day Book KHHUTA oTiepamniid pabovoro IHsI

defalcation n MIPUCBOEHHS YYXXHX I'pOIICH

fraud n maxpancTBo, oOMaH

4. Prepare a short talk on the following:
1. How do auditors conduct audit?
2. What is the aim of audit?
3. Isitdifficult to become a practicing auditor? Are professional qualifications high?
4. If you have a job with an auditing firm what sort of personal characteristics do you think are
the most important for auditors?




TEST YOURSELF

I. Complete the sentences.

1. The international monetary system involves the management of three processes and one of them
is the financing of ... among countries by the use of credit.

a) exports b) imports  ¢) payment imbalances d) adjustment

2. The internal bond markets is also called ...
a) international b) external ~ ¢) domestic  d) national

3. Money markets deal in ... having maturities one year or less.
a) long-term securities b) short-term securities c) share d) issue

4. Market which deal in short-time securities is named ...
a) money market b) capital market c¢) domestic market  d) bond market

5. ... are the stocks that give owners preference in the payment of dividends.
a) ordinary stocks  b)preferred stocks  c) shares d) securities

6. ... is capital expenditure on physical productive assets.
a) investment b) direct investment c¢) money d) capital

7. ... 1isthe term on which one currency will exchange against another.
a) swap b) rate of exchange ¢) monies d) currency

8. ... 1isthe capital available for working in business.
a) fixed capital b) paid-up capital C) current assets d) working capital

9.... indicating a firm’s ability to meet short-term financial obligations.
a) liquidity ratios b) solvency c) price ratio d) current ratio

10. ... 1is based on the accounting equation.
a) entry system b) bookkeeping c)accounting d) audit

11. ... areusually independent certified accountants who review the financial records of a
company.
a) auditors  b) bookkeepers c) accountant d) test in totals

12. ... is a document recording the auditor’s opinion on the financial statement.
a) audit procedures  b) substantive test  c)auditor’s report d) audit risk

13. The accountant is interested in the trial balance ... by the bookkeeper as soon as possible.
a) todraw up b) beingdrawnup  c)drawing  d) drawn

14. This American company ...its computers very successfully at the market now by maintaining
low prices.
a) to sell b) selling c)isselling d) sells

15. Inflation is known ... by the increase in the price level within a certain period of time.
a) to be characterized b) characterizing C) to characterize d) is characterized

16. After ... the data the bookkeeper began calculating debit and credit balances.
a) to post b) posting c)being posted d) posted



17. If cash is received from the issuance of bonds, this figures ... in the income statement.
a) not to be shown  b) was not shown c¢) will not be shown d) were no to be shown

18. If company ... a new product, it would have increased the company’s future cash flows.
a) had introduced b) has introduced c) introduced d) introduce

19. The value of a firm ... not only by the sum of its assets but the firm’s goodwill as well.
a) to affect  b) are affected c) affects d) is affected

20. Having recovered money from its debtors, the company ... it on technological improvements.
a) to spend  b) spent C) spends d) have spent

I1. Complete the sentences.

21. A balance sheet represent

a) stockholder’s equity and dividends

b) a firm’s assets, liabilities and owner’s equity

c) a firm’s sales, costs and profits for a given period

22. The principle of double-entry bookkeeping is used for
a) preparing a trial balance

b) preparing the data for financial accounting

c) controlling the financial position of a business

I11. Complete the sentences with following words : a) trial balance, b) audit, ¢) balance sheet, d)
activity ratios.

23. A detailed inspection of the accounts of an organization carried out by professionally trained
person is called ...

24. The preparation of a ...includes the checking of accounts by comparing the total credits with the
total debit.

25.... indicating how efficiently a firm is using its assets to generate sales.
26. A statement showing the financial position of a business at a certain date is called ...

IV. Find the correct translation of the sentences.
27. IlpuHiun OyXranTepchbKoro o0MiKy 3 MOABIHHIM 3alMCOM BUKOPUCTOBYETHCS JUIsI KOHTPOJTIO 32
(hiHAHCOBUM TIOJIOKCHHSM TI1IITPHUEMCTBA.

a) The principle of double —entry accounting is used for control the financial position of an
enterprise.

b) The principle bookkeeping are used for controlling the financial position of an enterprise.

c) The principle of double —entry bookkeeping is used for controlling the financial position of an
enterprise.

28. CknamanHsIM IpoOHOTO OalaHCy y KiHIl OF0HDKETHOTO POKY 3aBEPIITYIOTHCS MEPII TPHU €TaIu
(iHaHCOBOTO OOIIKOBOTO IHKITY.

a) The first three step of the financial accounting cycle were accomplished by the preparation of a
trial balance at the end of the fiscal year.

b) The first three steps of the financial accounting cycle accomplish by the preparation of a trial
balance at the end of the fiscal year.

c) The first three steps of the financial accounting cycle are accomplished by the preparation of a
trial balance at the end of the fiscal year.



29. One can use current tangible assets, for example accounts receivable, as means of payment.

a) Mu BUKOpPHCTOBYEMO TIOTOYHI MaTepiaibHI aKTUBH, HAIIPHUKJIAJl paXyHKH 1e0ITOpIB, K 3aci0
TUTATEXKY.

b) MoxHa BUKOPHCTOBYBATH MTOTOYHI MaTepiajbHi aKTHBH, HATIPUKIIA] PAXyHKH JeOITOPIB, SIK
3aci0 mIaTexy.

c) [IpunycTume BUKOPUCTAHHS TIOTOYHUX MaTepialbHUX aKTUBIB, HAIIPUKIIA]] PaxXyHKIB 1e0iTOPIB,
SIK 3ac10 MIaTexy.

30. Goodwill is known to belong to intangible company’s assets, however company’s reputation
can greatly increase its profits.

a) Sk BiZIoMO, I'yABLI BiIHOCUTBCS JI0 HEMaTepialbHUX aKTUBIB KOMITaHiil, O/IHAK PEITyTallis
KOMITaHi1 MOK€ 3HAYHO ITiBUIUTH ii TPUOYTKH.

b) ['yaBin BiTHOCHTHCS 10 HEMaTepialbHUX aKTHBIB KOMITaHil, OIHAK PeITyTallisi KOMIIaHii 3HAYHO
i IBHINYE 11 TPHOYTKH.

) ['ynBin BiTHOCHBCS 10 MaTepialbHUX aKTHUBIB KOMIIaHii, TOMY peryTallisi KOMIIaHii 3Ha4HO
MiIBHIIYE 11 TPHOYTKH.

V. Find synonym or definition of the word.

31. to take chances

a) to run a risk b) to run a business c) to make the opportunity  d) to perform the
possibility

32. to carry out function
a) to give a chance  b) to perform function c)towork  d) to operate

33. to spread profit
a) to make profit b) to create profit c) the distribution of profit d) to divide profit

34. full financial liability
a) complete financial responsibility b) the whole financial duties c) the realizing of all tasks

35.to set up a partnership
a) to create friends  b) to establish a partnership c) to organize a corporation

V1. Look through the sentences which were written by Ukraininan who studies English.
Which of them are not correct? Match with “+” corrret sentences and “— “ sentences with
grammar mistakes.

36. The discuss of this complex project will take much time.

37. If immigration barriers were eliminated in advanced countries, wages of resident workers in
them will fall.

38. Any entry in journal ought to be recorded accurately to avoid errors in further balance.
39. An increase in the wage rate is sure to produce the quantity of labour demand.

40. Recently we had finished our work.
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