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UNIT 1
ECONOMY

Vocabulary

Economy

— a system according to which the money, industry, and trade of a
country or region are organized.

— a country’s economy is the wealth that it gets from business and
industry.

— careful spending or the use of things in order to save money.

— large-size packages of goods which are cheaper than the normal
sized packages on sale.

Economic

— concerned with economics and with the organization of the money,
industry, and trade of a country, region, or social group.

— relating to services, businesses, etc. that produce a profit.

Economical

— something that is economical does not require a lot of money to
operate.

— using the minimum amount of time, effort, language, etc. that is
necessary.

Economics

— the study of the production of wealth and the consumption of goods
and services in a society, and the organization of its money, industry, and
trade.

Economist

— an expert or student of economics.

Economize

— save money by spending it very carefully and not buying expensive
things.

Economic Institution

— a physical or mental structure that significantly influences
economic decisions

Economic policy

— an action (or inaction) taken, usually by government, to influence
economic events.

Economic model

— simplified representation of reality.

Positive Economics

— the study of what is, and how the economy works.



Normative Economics
— the study of how the economy should be, from society’s standpoint.

Ex. 1. To show that you understand the words given above, choose
the best word to complete the following sentences. Add noun, verb or
adverb endings if necessary.

1. Home ... is a subject studied at school and college in which
students are taught how to run a house well and efficiently.

2. New England’s ... is still largely based on manufacturing.

3. All Western ... are competing against each other.

4.These businesses contribute hundreds of millions of pounds to the
... of the country.

5. I switched off the lights as an ... measure.

6. If you make ..., you take action in order to save money, by not
spending it on unnecessary things.

7. You’ll have to travel ... class.

8. Buy our new ... packs of 100.

9. If you are really going to buy a car, we’ll have to ... on other
things.

10. In his works he explains the ideas of the great English ... J.M.
Keynes.

11. She thought of herself as an ... wife.

12. This system was extremely ... because it ran on half-price
electricity.

13. What has gone wrong with the ... system during the last ten
years?

14. The book is very ... written, but very warm.

15. ... is the oldest of social sciences.

Ex. 2. Look at the following derivatives. Use your knowledge of
English and logical reasoning to explain the meaning of each word below.

system, systematic, systematically, systematize, systemic

Use these words in the following sentences.

1. The police made a .... search of the building.

2. You need some ... in your work if you want to succeed.

3. I wish they’d organize themselves more ... .

4. ... insecticides spread all through a plant and kill any insects that
feed on it.

5. This method helps ... the information received.



Ex. 3. Add appropriate words where there are blanks in the
sentences below and you’ll get the definitions of the words in bold. Some
words can be used in their different meanings.

imply, convey, standpoint, overall, range, scarce, free, available,
utility, rate, output, environment, artifact, discretion

1. The ... is the total set of outside forces surrounding and shaping
the behaviour of the organization and its members.

2. To ... information, ideas, feelings, etc. means to cause them to be
known or understood by someone.

3. Someone or something that is ... is not restricted, controlled by
rules, customs, or other people.

4. An ... 1s an object that is made by a person.

5. The ... of something is the total area or extent within which it can
operate effectively, and beyond which it is no longer effective.

6. If something is ..., there is not very much of it, and there may be
enough for those who want or need it.

7. If something is ..., you can have it or use it without paying for it.

8. If you ... people or things, you arrange them in a line or in lines.

9. If you ... that something is the case, you suggest that it is the case
without actually saying so.

10. The ... at which something happens is the speed at which it
happens over a period of time.

11. The ... of something 1s how useful and practical it is.

12. ... 1s used to describe a situation in general, including everything
but not considering the details.

13. The ... of taxation is the level of it.

14. If something is ..., you are able to use it or obtain it.

15. A ... is an important service such as water, electricity, or gas
provided for everyone.

16. If you ... something highly, you consider that it is important.

17. Someone who is ... is not busy and is therefore free for you to
talk to.

18. A ... 1s a particular way of looking at or thinking about an event,
situation, or idea.

19. Someone’s ... is the amount of something that they make or
produce.



20. ...1s the quality of behaving in a quiet and controlled way
without drawing attention to yourself or giving away personal or private
information.

Ex. 4. Give synonyms to the following words. Be ready to give your
own examples to show the difference in their meanings.

Affect, effect, aggregate, change, demand, allocate, borrow, income,
seek, require, fair, refer to, scarcity, ultimate, restrict.

Ex. 5. Give the opposite meaning to each word. Make up your own
sentence with each word.

Push, appear, diverse, lend, facilitate, available, output, fair, increase,
completely, complicate.

Ex. 7. Make the following words negative.
Regard, responsible, desirable, respective, checked, doubt, certainty.

Ex. 8. Read the following definitions. Can you guess the word they
all refer to?

1. A company or a business.

2. Something new, difficult, or important that you do or try to do.

3. A system of business, especially one in a particular country.

4. The ability to think of new and effective things to do, together
with an eagerness to do them

(You can find the word in text 1, paragraph 1).

Now check your understanding. Insert the missing words. Translate
the sentences into Russian.

1. He said he had doubts about the whole ... .

2. This has done much to damage national ... .

3. They are known to be the men of ..., energy, and ambition.

4. 1 admire their ... in trying to start up a new business.

5. This company is one of the largest ... of this kind.

Ex. 9. Study the following words and word-combinations. What are
their Russian equivalents?

To aim at, to arrange (for), game plan, to go ahead, a means to
an end, on purpose, to set up, to tackle, to take action (on), to take
steps, to take the initiative.

Translate the following sentences into Russian.



1. Our products are aimed at working mothers.

2. Let’s arrange for a meeting now. How about Friday, nine o’clock,
your office?

3. OK, so we have arranged for finance and now we can go ahead
with marketing.

4. The game plan for this morning’s meeting is to finish ordinary
business in the first half hour, then take time out for coffee, so that, in the
second half, we can zero in on the all-important question of new product
development.

5. We use special offers in order to attract bigger orders — in other
words, as a means to an end.

6. We have to reduce our overhead expenses. This will lead to job
losses in some departments — an unpleasant fact, I’'m afraid, but the end
justifies the means.

7. Although everyone has to be at the meeting on time, the chairman
will be a few minutes late, as usual, He does this on purpose, just to let
everyone know who’s who in charge.

8. The company was set up ten years ago.

9. The government is doing all it can do to tackle the problems of
housing and unemployment.

10. We need to take firm action, now, on the reduction in our market
share — before matters get worse.

11. In the course of the next day or so, we shall be taking steps to put
our plans into action.

12. For this job, we’re looking for someone with a go-ahead attitude,
a self-starter, someone who’s prepared to take and maintain the initiative.

Ex. 10. ook at the following Latin words. They may be helpful in
your work with the texts on Economics and Business.

e.g. exempli gratia for example

1.e. 1d est that is

etc. et cetera and so on

viz. vide licet namely

c circa about, around (time)

v vide see

et al et ali and others

per se in itself

qua as

vice versa the reverse



ad hoc for this particular purpose
vs versus opposed

via 1.through

2. with the help of

per capita per head

ceteris paribus other things equal
ad valorem according to value

Ex. 11. What do the following words have in common and what do
they differ in?

Matter, problem, dilemma, trouble, alternative, predicament,
difficulty.

Ex. 12. Translate into Russian in written form.

In 1776, the Scottish professor of philosophy, Adam Smith,
published The Wealth of Nations. In this book, the first systematic study of
capitalism, Smith described his principle of the “invisible hand”. This
principle states that each person, pursuing his or her self-interest without
interference by government, will be led, as if by an invisible hand, to
achievethe best good for society.

Self-interest drives people to action, but alone it is not enough.
People must understand the effects of their decision and their economic
well-being. They must think rationally if they are to make the right
decisions.

Because of this, economists long ago introduced the concept
of economic man. This notion holds that each person is motivated by
economic forces. In other words, each person will always attempt to obtain
the greatest amount of satisfaction for the least amount of sacrifice or cost.
This satisfaction may take the form of greater profits for a businessperson,
higher wages or more leisure time for a worker, and greater pleasure from
goods purchased for a consumer.

Of course, these assumptions are not entirely realistic. People may be
motivated by forces other than self-interest. Nevertheless, the idea of
economic man does deserve as a reasonable approximation of the
prevailing pattern of economic behaviour in a capitalistic society. And in
economics, as in other social sciences, reasonable approximations are often
the best that can be made.



LET’S READ AND TALK

1. What is meant by the word «system»? How do you understand it?
2. What systems do you know? Give your examples.

3. To what systems do you belong?

TEXT 1

WHAT IS SYSTEM?

Everybody is familiar with the word system and uses it in everyday
language. We speak of heating systems, communication systems,
economic systems, and transportation systems. We talk of cultural and
social systems. The word system is used because it conveys the idea that
these things are made up of parts and that the parts somehow interact with
each other for some purpose or reason. A system is an organized or
complex whole — an assemblage or combination of thingsor parts
performing asa complex or unitary whole.

This definition implies several ideas. First is the concept of
interdependency. If a change occurs in one part or set of parts, it affects all
other parts of the system. This affect on each part may be direct or indirect.
A second implication of the definition of a system is the concept of
wholism. This means that the system should be considered as a functioning
whole. Changes in parts of the system and in the functioning of elements of
the system should be considered from the standpoint of the system’s
overall performance.

A third concept implied by the definition is synergism. This refers to
the interactive effect of the parts of the system working together. The
actual interaction of the parts creates an effect which is greater than the
effect of the parts acting separately.

We've started our work with this small text about a system because
we want you to bear in mind and apply the systematic approach to
everything you see, hear, read or discuss, for everything in this world
belongs to this or that system. While reading the texts pay attention to the
economic and business terms. They’ll become the basis of your
professional vocabulary.

TEXT 2

HISTORY OF ECONOMICS

In the 1500s there were few universities. Those that existed taught
religion, Latin, Greek, philosophy, history, and mathematics. No
economics. Then came the Enlightenment (about 1700) in which reasoning



replaced God as the explanation of why things were the way they were.
Pre-Enlightenment thinkers would answer the question, “Why am I poor?”
with, “Because God wills it.” Enlightenment scholars looked for a different
explanation. “Because of the nature of land ownership” is one answer they
found.

Such reasoned explanations required more knowledge of the way
things were, and the amount of information expanded so rapidly that it had
to be divided or categorized for an individual to have hope of knowing a
subject. Soon philosophy was subdivided into science and philosophy. In
the 1700s, the sciences were split into natural sciences and social sciences.
The amount of knowledge kept increasing, and in the late 1800s and early
1900s social science itself split into subdivisions: economics, political
science, history, geography, sociology, anthropology, and psychology.
Many of the insights about how the economic system worked were
codified in Adam Smith’s The Wealth of Nations, written in 1776. Notice
that this is before economics as a subdiscipline developed, and Adam
Smith could also be classified as an anthropologist, a sociologist, a
political scientist, and a social philosopher.

Throughout the 18" and 19" centuries economists such as Adam
Smith, Thomas Malthus, John Stuart Mill, David Ricardo, and Karl Marx
were more than economists; they were social philosophers who covered all
aspects of social science. These writers were subsequently called Classical
economists. Alfred Marshall continued in that classical tradition, and his
book, Principles of Economics, published in the late 1800s, was written
with the other social sciences in evidence. But Marshall also changed the
question economists ask; he focused on the questions that could be asked
in a graphical supply-demand framework. In doing so he began what is
called neo-classical economics.

For a while economics got lost in itself, and economists learned little
else. Marshall’s analysis was downplayed, and the work of more formal
economists of the 1800s (such as Leon Walras, Francis Edgeworth, and
Antoine Cournot) was seen as the basis of the science of economics.
Economic analysis that focuses only on formal interrelationships is called
Walrasian economics........

1. The text you’ve read gives a very brief view of the history of
Economics. What other names (schools, theories) can you give to continue
the story?

10



TEXT 3

Read the text. Define the main idea of each paragraph.

THE ECONOMIC SYSTEM

There are many forms of economic order, ranging from the mixed
private enterprise system to partially or completely controlled economies.
Regardless of their form, however, economic system is the system that a
society uses for allocation and distribution of scarce resources. Private
enterprise means that decisions about what and how much to produce are
left to the discretion of owners and managers. In controlled economies
such decisions are the responsibility of some governmental agency. There
is, of course, no economy today that is completely free of governmental
influence, nor is this condition necessarily undesirable. There are many
beneficial services and protections available from government. The
question then is a matter of degree. Irrespective of the form of economic
order, it performs certain valuable functions in the life of organizations of
all types.

Among the functions of the economic order the most important one
is to provide some means of resource allocation. In a private enterprise
this function is basically performed by the price mechanism. This simply
means that demand for and supply of goods and services interact to set
their market price. In the case of regulated utilities, there are governmental
agencies such as public service commissions that determine the rates that
may be charged by utility companies. These rates are set at the level that
will allow a fair return on investments made by the companies. This form
of regulated monopoly is considered, on balance, preferable to unchecked
competition. This is true because of efficiency reasons. In taking actions in
the area of employment, government is attempting to control the economy
in such a fashion as to help the business community operate at the level of
production that will yield full employment.

Without a system of distribution economy simply could not exist. A
major part of this distribution system is credit. Economy flourishes on
credit or extended methods of payment. Such a system literally affects
every link in the distribution chain from the supplier of raw materials to the
ultimate consumer. Without this vital financing function being performed,
the economy would doubtless be forced to a lower order of production.

Economic goals for a nation include price stability, full
employment, economic growth, and equitable distribution of income.
Price stability contributes to the efficient allocation of resources and
facilitates long-term planning. Full employment means that jobs are
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available for those seeking work. Higher standards of living require
increased output per person (economic growth per capita). An equitable
distribution of income means that the fruits of the economy are divided in a
way that seems fair to the majority of the people. With the long-run trend
toward a more sophisticated, highly integrated economic system, it is
becoming increasingly important for an individual decision maker to be
aware of the macroeconomic environment.

1. What is a system?

2. What are three main concepts of a system? What do they imply?

3. What is an economic system?

4. What functions does economic order perform?

5. What do economic goals for a nation usually include?

TEXT 4

Read the text. Make up the plan and retell the text using your plan.

PROLOGUE TO ECONOMICS

There 1s almost universal agreement that economies are becoming
more complex every year and that an understanding of how an economy
works is more important than ever before. For someone who is just
beginning to study economics, the task indeed appears to be a difficult one.
Economics is the study of the way in which mankind organizes itself to
solve the basic problem of scarcity. All societies have more wants than
resources, so that a system must be devised to allocate these resources
between competing ends. In a very real sense, the complexity of the
economy makes it difficult to decide exactly where to start.
Simultaneously, production is taking place, goods and services are being
allocated, and a great number of market participants are being motivated
by a diverse set of goals. In addition, there is the complex financial system
in which individuals, firms, and governments borrow and lend funds.

Economics is divided into two major branches: macroeconomics and
microeconomics. Macroeconomics is the study of behavior of the
economy as a whole with emphasis on the factors that determine
growth and fluctuations in output, employment, and the level of prices.
Macroeconomics studies broad economic events that are largely beyond
the control of individual decision makers and yet affect nearly all firms,
households, and other institutions in the economy. Specialists in
macroeconomics are particularly interested in understanding those factors
that determine inflation, unemployment, and growth in the production of
goods and services. Such an understanding is necessary in order to develop
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policies that encourage production and employment while controlling
inflation.

The other major branch of economics 1is microeconomics.
Microeconomics is the study of behavior of individual units within the
economy. The division of economics has resulted from the growing
complexity and sophistication of economic research.

These two approaches and the topics they include are in fact
interdependent. Individuals and firms make their decisions in the context
of the economic environment, which has an impact on the constraints the
decision makers face as well as their expectations about the future. At the
same time, when taken as a whole, their decisions determine the condition
of the overall economy. A good understanding of economic events and an
ability to forecast them require knowledge of both individual decision
making and the way in which individuals react to changes in the economic
environment.

1.Economies are becoming more complex every year. Why?

2.What is the main division of economics?

3.What is macroeconomics «responsible for»?

4.What does microeconomics deal with?

UNIT 2
MANAGEMENT

Vocabulary

Management

— the control and organizing of a business or other organization;

— those stuff within the firm who exert control over its activities on
behalf of owners.

Top management

includes the chief executive of an organization, his or her deputy or
deputies, the board of directors and the managers in charge of the divisions
or departments of the organization.

Middle management

consists of the managers to whom top management delegates the
day-to-day running of the organization.

Managing director

— company director responsible for the day-to-day running of a
company. Second in the hierarchy only to the chairman, if there is one; the
managing director is the company’s chief executive.

13



Manager
— a person controlling or administrating a business or part of a
business.

Ex. 1. Do you know the meaning of the following derivatives? Show
it with the help of your own sentences.

to manage, manageable; management;, manager; manageress;
managerial.

Translate the following sentences. Pay attention to the words in
italics.

1. The reserved the right to make managerial decision.

2. What you need is advice from your bank manager.

3. I wish you could manage the time to come and to talk to us.

4. Private banks are being nationalized, and are to be managed with
workers’ participation.

5. They are part of my management team.

6. The baby can be greatly influenced by the parents’ management.

7. She has been working as the manageress of a bookshop.

8. It 1is perfectly manageable task to tackle systematically.

Ex. 2. Match the definitions with the words given below.

fee, executive, insure, skill, capacity, profile, applicant, charisma,
ensure, guideline, superior.

1. Ability to do something well.

2. Short biographical or character sketch.

3. Payment made for professional advice or services.

4. Person or body with managerial or administrative responsibility.

5. Make certain.

6. Secure compensation in the event of loss or damage by advance
regular payments.

7. In a higher position; of higher rank.

8. Principle directing action.

9. Power to certain, receive, experience, or produce.

10. The ability to attract, influence, and inspire people by your
personal qualities.

11. Someone who formally asks to be given something, such as a job
or a place at a college or university.
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Ex. 3. Give the Russian equivalents to the following.

Involved in management; production oriented; impose regulations,
ever-more-complex environment; encompasses both science and art;
business executives; code of conduct; develop the body of knowledge; with
respect to the second criterion; the issue is much less clear-out; is
consistent with their interest; self-interest or concern for others; decision-
making machinery; cross-cultural skills; consulting fee; character
attributes; compare against the places set earlier; authority.

Ex. 4. Translate the following text into Russian in written form.

People working for a company are referred as its workforce,
employees, staff, or personnel and are on its payroll.

In some context, especially more conservative ones, employees and
workforce refer to those working on the shopfloor of a factory actually
making things. Similarly, staff is sometimes used to refer only to managers
and office-based workers. This traditional division is also found in the
expressions white-collar and blue-collar.

Another traditional division is that between management and labor.

Personnel departments are usually involved in finding new staff and
recruiting them, hiring them, or taking them on, in a process of
recruitment. Someone recruited is a recruit, or in American English only,
a hire.

They are also involved when people are made to leave the
organization, or fired. These responsibilities are referred to, relatively
informally, as hiring and firing. If you leave the job voluntarily, you quit.

Middle-managers are now most often mentioned in the context of re-
engineering, delaying, downsizing, or rightsizing: all these expressions
describe the recent trend for companies to reduce the numbers of people
they employ, often by getting rid of layers of managers from the middle of
hierarchy. An organization that has undergone this process is lean and its
hierarchy is flat.

Read the text once again and in turn explain, in your own words, the
meaning of the following terms:

1. workforce, employee, staff, personnel, a recruit, a hire, layer,
labour.

2. white-collar, blue-collar.

3. to recruit, to employ, to hire.

4. to fire, to quit, to get rid of.

Do you know any other synonyms to the words given above?

15



LET’S READ AND TALK

TEXT 1

ART OR SCIENCE?

Management is the art and science of making appropriate
choices. To one degree or another, we are all involved in managing and are
constantly making decisions concerning how to spend or use our resources.

Like most things in our modern, changing world, the function of
management is becoming more complex. The role of the manager today is
much different from what it was one hundred years, fifty years or even
twenty-five years ago. At the turn of the century, for example, the business
manager's objective was to keep his company running and to make a profit.
Most firms were production oriented. Few constraints affected
management's decisions. Governmental agencies imposed little regulations
on business. The modern manager must now consider the environment in
which the organisation operates and be prepared to adopt a wider
perspective. That is, the manager must have a good understanding of
management principles, an appreciation of the current issues and broader
objectives of the total economic political, social, and ecological system in
which we live, and he must posses the ability to analyze complex
problems.

The modern manager must be sensitive, and responsive to the
environment — that is he should recognize and be able to evaluate the needs
of the total context in which his business functions, and he should act in
accord with his understanding.

Modern management must possess the ability to interact in an ever-
more-complex environment and to make decisions that will allocate scarce
resources effectively. A major part of the manager’s job will be to predict
what the environment needs and what changes will occur in the future.

Organizations exist to combine human efforts in order to achieve
certain goals. Management is the process by which these human efforts are
combined with each other and with material resources. Management
encompasses both science and art. In designing and constructing plans and
products, management must draw on technology and physical science, of
course, and, the behavioral sciences also can contribute to management.
However much you hear about «scientific management» or «management
sciencey, in handling people aid managing organizations it is necessary to
draw on intuition and subjective judgment. The science portion of
management 1s expanding, more and more decisions can be analyzed and
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programmed, particularly with mathematics. But although the artistic side
of management may be declining in its proportion of the whole process it
will remain central and critical portion of your future jobs. In short:

» Knowledge (science) without skill (art) is useless, or dangerous;

« Skill (art) without knowledge (science) means stagnancy and
inability to pass on learning;

Like the physician, the manager is a practitioner. As the doctor draws
on basic sciences of chemistry, biology, and physiology, the business
executive draws on the sciences of mathematics, psychology, and
sociology.

1. The function of management is becoming more complex. Why?

2. What must management possess nowadays?

3. Management encompasses both science and art. In what can we
see 1t?

TEXT 2

PRINCIPLES OF THE MANAGEMENT

Different scholars offer different sets of principles of management.
The most famous are the following fourteen. But the main principle should
be read as follows: «there is nothing rigid or absolute in management
affairs, it is all a question of proportion». Accordingly if you view the
following list of these principles as a set of important topics and sometimes
applicable guidelines for managers, you will be keeping close to the spirit
in which they were originally suggested.

1. Division of work. Within limits, reduction in the number of tasks a
worker performs or the number of responsibilities a manger has can
increase skill and performance.

2. Authority. Authority is the right to give orders and enforce them
with reward or penalty. Responsibility is accountability for results. The
two should be balanced, neither exceeding nor being less than the other.

3. Discipline. Discipline is the condition of compliance and
commitment that results from the network of stated or implied
understandings between employees and managers. Discipline is mostly a
result of the ability of leadership. It depends upon good supervisors at all
levels making and keeping clear and fair agreements concerning work.

4. Unity of command. Each employee should receive orders from one
superior only.
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5. Unity of direction. One manager and one plan for each group of
activities having the same objective is necessary to coordinate, unify, and
focus action.

6. Subordination of individual interests to general interest.
Ignorance, ambition, selfishness, laziness, weakness, and all human
passion tend to cause self-serving instead of organization-serving behavior
on the job. Managers need to find ways to reconcile these interests by
setting a good example and supervising firmly and fairly.

7. Remuneration of personnel. Various methods of payment may be
suitable, but amounts should reflect economic conditions and be
administered to reward well-directed effort.

8. Centralization. Like other organisms, organizations need direction
and coordination from a central nervous system. But how much
centralization or decentralization is appropriate depends upon the situation.
The degree of centralization that makes best use of the abilities of
employees is the goal.

9. Scalar chain (line of authority). The scalar chain is the chain of
command ranging from the top executive to the lowest ranks. Adhering to
the chain of command helps implement unity of direction, but sometimes
the chain is too long, and better communications and better decisions can
result from two or more department heads solving problems directly rather
than referring them up the chain until a common superior is reached.

10. Order. Both equipment and people must be well chosen, well
placed, and well organized for a smooth-running organization.

11. Equity. Kindliness and justice will encourage employees to work
well and be loyal.

12. Stability of tenure of personnel. Changes in employee
assignments will be necessary, but if they occur too frequently they can
damage morale and efficiency.

13. Initiative. Thinking through a plan and carrying it out
successfully can be deeply satisfying. Managers should set aside personal
vanity and encourage employees to do this as much as possible.

14. Esprit de corps. Build teamwork.

1. Dwell on the importance of each principle in the work of a
manager. Try to exemplify your answer.
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TEXT 3

SCIENTIFIC MANAGEMENT

No one has had more influence on managers in the 20" century than
Frederick W.Taylor, an American engineer. He set a pattern for industrial
work which many others have followed, and although his approach to
management has been criticized, his idea are still of practical importance.

Taylor founded the school of Scientific Management just before the
1914-18 war. He argued that work should be studied and analyzed
systematically. The operations required to perform a particular job could
be identified, then arranged in a logical sequence. After this was done, a
worker’s productivity would increase, and so would his/her wages. The
new method was scientific. The way of doing a job would no longer be
determined by guesswork and rule-of-thumb practices. If the worker
followed the prescribed approach, his/her output would increase.

Taylor’s solutions to the problems were based on his own
experience. When he was with Bethlehem Steel, Taylor criticized
management and workers. He conducted many experiments to find out
how to improve their productivity. He felt that managers used not the right
methods and the workers did not put much effort into their job. They were
always ‘soldiering’ — taking it easy. He wanted both groups to adopt a new
approach to their work. The new way was as follows:

1. Each operation of a job was studied and analyzed;

2. Using the information, management worked out the time and
method for each job, and the type of equipment to be used;

3. Work was organized so that the worker’s only responsibility was
to do the job in the prescribed manner;

4. Men with the right physical skills were selected and trained for
the job.

UNIT 3
BUSINESS ORGANIZATION

Vocabulary

Business

— work relating to the production, buying, and selling of goods and
services;

— an organization which produces and sells goods, or which provides
a service;

— important matters that you have to discuss or deal with.
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Businessman, Businesswoman — a person engaged in trade or
commerce.

Business cycle

— process by which investment, output, and employment in an
economy tend to fluctuate up and down in a regular pattern causing boom
and depression, with recession and recovery as intermediate stages.

Organization

— a large group of people that has particular aims.

Organizer

— the person who makes all the arrangements for something and
makes sure that happens as planned.

Ex. 1. Study the following words and word combinations and
translate the sentences given below into Russian. Consult a good
dictionary if necessary.

mean business, none of one’s business, go out of business,
businesslike, be busy with, have no business to do, be in business, like
nobody’s business, mind one’s own business

1. Mother has busied herself with our affairs for too long.

2. When traveling on business I take my tiny travel kit.

3. Let’s get down to business.

4. She had no business to publish his letters to her.

5. 50% of these stores were not in business five years ago.

6. They are working away like nobody’s business.

7. Umbrella sellers went out of business.

8. Stop teaching me! It’s none of your business.

9. Listen to me! I mean business!

10. The visit to Copenhagen was brisk and businesslike.

Ex 2. The words given below are the synonyms to the word
organization. In what do they differ? Give your own definition to each of
them.

Institution, council, body, entity, fund, trust, party, club, society,
association, league, federation, union.

Ex. 3. Match the words listed below with the dictionary definitions
which follow.

accountability, effort, pattern, requirement, accomplish,
existence, consumer, foster, affect, establish, benefit, involve
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1. Create or set it up in a way that is intended to be permanent.

2. Help its development or growth by encouraging people to do or
think about it.

3. Something that you must do or possess in order to be allowed to
do some other thing.

4. The state of being real, alive, or actual.

5. Energy in the form of thought, action, time, or money that people
use in their work.

6. It influences someone or something or causes them to change in
some way.

7. Succeed in doing or finishing something.

8. Being responsible for and prepared to justify one’s actions.

9. A good result of something.

10. A person who buys things or uses services.

11. A particular, recognizable way in which something is done or
organized.

12. To include somebody or something as a necessary part or use
them in some way.

Ex. 4. Make the following words negative. Use prefixes -un, -in, -
mis, -dis, -ir, and so forth.

Human, existence, enable, realized, regard, responsible, careful,
systematic, effective, mature, aware, understand, loyal, formal, direct,
continuous.

Ex. 5. Give the opposites to the following words. Use each of them in
your own sentence.

Flexible, voluntary, to share, to adhere to, enjoy, confidential,
consensus, Versus.

Ex. 6. Be sure you know the meaning of the words given below. Give
their derivatives.

Existence, accomplishment, benefit, authority, obligation,
responsibility, extend, consider, favour, perception, value, equal, assume,
conscious.

Ex. 7. Give the synonyms to the following words. Make up your own
sentences to show the shades in their meaning.

To handle, to accomplish, goal, benefit, coerce, to achieve, to
purchase, output, affect, to establish, to enhance, power.
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Ex. 8. Translate into Russian. Pay attention to the economic and
business terms.

1. Business is the production, buying, and selling of goods and
Services.

2. A business, company, or firm is an organization that sells goods or
services.

3. A business is also may be referred to as an enterprise to emphasize
its adventurous, risk-taking qualities, and business in general may be
referred to as free enterprise and private enterprise.

4. Large companies are referred to as corporations, especially in
he US.

5. Large companies operating in many countries are multinationals.

6. An entrepreneur is usually someone who builds up a company
from nothing: a start-up company.

7. The people legally responsible for a company are its board or
board of directors.

8. When a private company is bought by the state and brought into
the public sector, it is nationalized.

9. When the state returns a company to the private sector in a sell-off,
it 1s privatized.

10. A holding or holding company is one that holds stakes in one or
more subsidiaries.

11. A holding company’s relationship to its subsidiaries is that of
parent company.

What words and word combinations from ex. 8. do you consider to
be economic and business terms? Explain what they mean.

Ex. 9. Translate the following text in written form.

The Interdependence of Society and Organizations

Modern societies have been called organizational. Unlike so-called
primitive societies, modern ones produce most of their goods and services
through special-purpose organizations that are, in the main, neither familial
nor tribal. Some of the organizations of a modern society are meant to earn
a profit and some are «not-for-profit».

The organizational mode of conducting society's affairs means that
virtually everyone in modern societies depends mightily upon how well
organizations function. We look to them for goods and services of
adequate quantity, quality, and a low enough price. We look to them for
jobs to earn the money to buy what we need. We depend upon them for
decent and healthful environments on and off the job.
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In turn, organizations depend upon the contributed talent and effort
of people who work in them. Every organization must obtain these
contributions and other resources and convert them into some outputs that
yield sufficient rewards to keep the organization alive and functioning. In a
word, the relationship of society and organizations is one of
interdependence. But what kind of interdependence?

Managerialism ( the ideological principle on which the economic,
social and political order of advanced industrialized societies is actually
based) proclaims that the society is made up of organizations, corporations,
associations, and so forth — not individuals. Social decisions are a
consequence of the interactions of the managers of the social units — not
the will of the people, the demands of consumers, or the needs of workers.

1. Do you share the point of view of the author of the text?

LET’S READ AND TALK

1. Why do people try to «organize» themselves?

2. What formal and informal organizations do you know?

3. “Informal groups develop in order to meet a variety of individual
needs which are not met by the formal organization.” Do you share this
opinion?

TEXT 1

Read the text. Define the main idea of each paragraph. What are the
key sentence(s) of each paragraph?

ORGANIZATION

Early in human existence people learned that their individual efforts
often fell short of success. They found that they were unable to accomplish
many tasks that require more than individual effort. The result was that
only limited goals could be attained. Therefore the necessity of group
activity was discovered relatively early in human existence.

Group activity could be aimed at some higher, more complex set of
goals and could thus bring greater benefits to all concerned. This quality of
group activity must be counted as one of the chief requirements for
success. Cooperation is a prime element of a group of people who want to
achieve more than they can acting individually. A system of group
relationships built upon and fostering cooperation, then, is basically the
meaning of an organization.

This system of cooperation consists of several parts: the human
element, the physical element, the work element, and the coordination
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element. All of these elements, taken collectively, can be thought of as an
organization. Today, this system of cooperation is much more complex
than it was in the first attempts at organization.

Thus, organization is an open, dynamic, purposeful social system
of cooperation designed to enhance individual effort aimed at goal
accomplishment; consists of the human element, the physical element,
the work element, and the coordination element; transforms resources
into outputs for users.

It is important to examine the various parts or components of
organization theory in order to outline its broad scope. These components
are: goals, work, power and authority, delegation, structure.

It was stated earlier that organizations were established to enable an
individual to accomplish more in a group than he could as an individual. In
other words, organizations are devices for pooling talent and ability into an
effective whole that can accomplish some desired objective. Every
organization is initially built to accomplish some goal. The goal or
purpose is an unrealized state or condition that the members do not possess
but which they deem desirable. It is imperative that organizational goals be
clearly defined and communicated to all organization members who are to
be affected by them. Goals are the starting point for the design and
maintenance of the organization itself. At the same time, these goals must
meet a need that society has defined as important. Thus, consumer needs
play a crucial role in organization.

Once the goal of an organization is established, it is time for the
members to decide on the type of work activity that will be necessary to
accomplish these goals. Basically, any organization must perform two
fundamental types of work: primary and secondary. The primary work (it
also commonly referred to as line work) consists of production and
distribution of goods and services that will satisfy consumer needs. The
secondary work (it i1s often termed staff work) consists of all those
activities that support and extend the operations of primary work. For
example, in a manufacturing firm, the secondary work would include
accounting, personnel and quality control.

No theory of organizations would be complete without a treatment of
the roles that power and authority play in organizational activity. These
two components of theory help explain the network of relationships that tie
the other components of an organization together into some logical pattern.

Power is the ability to influence others successfully. It comes from
any single or combination of possible sources. For example, one can have
power over others because of one’s intelligence, skill, or money.
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Regardless of its source, power enables its holder to exercise one’s will
over others. Thus, in order to understand the total workings of an
organization, one must have an appreciation of the role that power plays in
these workings.

Authority can be defined as power that has been given official
recognition by the organization. Once an organization legally authorizes an
individual to act on its behalf, that person is said to possess authority.
Every member of the organization has some amount of authority to take
action necessary to carry out his responsibility. The concern of the theorist
is to understand how authority comes to be officially recognized by the
organization and what considerations should be made regarding its use.

Organizations that enjoy any measure of success find it necessary to
increase their membership and to assign duties to these additional
members. The process that is used to add members to the organization will
result in the necessity to divide the work of the organization into sub-units
or groups. Each of these groups will be under the direction of a manager or
managers. In order for these managers to perform their managerial duties
properly, they must be granted appropriate responsibility and authority.
The means for making these assignments i1s termed delegation. In general,
delegation may be defined as the process of transferring an obligation
(responsibility) and anaccompanying right (authority) from a superior to a
subordinate position in the organization. It is this basic process that enables
an organization to grow. Without delegation, an organization simply
cannot exist and prosper.

The patterns of work divisions and their hierarchical arrangements
constitute the basic components of structure. Structure, then, is the
hierarchical pattern of authority, responsibility, and accountability
relationships designed to provide coordination of the work of the
organization. It is basically a managerial tool that aids in guiding the
organization towards its goals and can be considered the skeleton of the
organizational body. The idea of hierarchy of authority, the division of
organization by function, the differentiation of responsibility of the line
(doers) and the staff (the advisors) are all inventions of the church and
military leaders who were faced with the need to manage large
aggregations of human, technical, and material resources. Organizations
create an officially sanctioned structure known as the formal organization
or de jure organization.

A formal organization is only half the story, for superimposed on
these relationships is a whole series of informal or de facto relationships
that are not sanctioned by the organization. These include informal work
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groupings of employees, informal leaders, informal channels of
communication and informal power and status differentials. Usually the
structure of an organization is rather permanent and stable but in some
cases a temporary, ad hoc, organization may be created. The organization
exists to reach a certain goal or set of goals and disbands once the goal is
achieved.

1. What did people find early in human existence?

2. What is the meaning of the organization?

3. What is an organization?

4. What are the components of organization theory?

5. What role do power and authority play in building every
organization?

6. What is the starting point for the design of an organization?

7. What 1s delegation and why 1is it necessary in today’s
organization?

8. Which is more important: formal or informal structure?

9. Can you give any example of an ad hoc organization?

TEXT 2

Read the text and be ready to answer what theory you would follow
as a manager. Give your reasons.

PEOPLE IN ORGANIZATION

If there is any one characteristic of people which is universally valid
and important, it is that they differ. To say that all persons are created
equal is a statement of human rights under the law. It communicates
nothing at all about human nature. As a matter of fact, people differ greatly
in intelligence, aptitudes, physical strength, manual dexterity, knowledge,
skill, interests, personality traits, motivation, and many other attributes
which potentially influence behavior and productivity.

We are rational — but only to a point. We plan, set goals, think,
reason, and live by creeds and values. But we also become frustrated and
behave in ways that can be perceived as rational only by someone who
understands all our deeply embedded, sometimes conflicting needs,
aspirations, and perceptions. In many situations our motivation 1is
unconscious so that not even we understand our own actions.

The fact that one’s environment strongly influences behavior is
indisputable. A number of prominent psychologists have assumed that
human freedom is an illusion. Human choices are thought to be totally
determined. This, of course, is an assumption. Many people do not
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subjectively perceive themselves in this way. It is significant that behavior
and expectations are strongly influenced by what a person believes to be
true. Individuals feel responsible for their actions. Also, people consciously
believe that their choices are real, regardless of any awareness of
philosophical arguments to the contrary. Organizations cannot function
optimally without these pragmatic assumptions.

There are, of course, innumerable statements which one might make
about human nature, but they would not all have a direct influence on how
people should be dealt within the work environment. The late Douglas
McGregor did an excellent job of conceptualizing some of the assumptions
about human nature which are relevant to organizational behavior. He
labeled these, Theory X, the classical or traditional view, and Theory Y, a
progressive view upon which he believed a new model for human relations
in organizations could be developed.

Theory X. This theory holds that the average person inherently
dislikes work, is innately lazy, irresponsible, self-centered, and security
oriented, and consequently is indifferent to the needs of the organization.
Because of these characteristics, the average person must be threatened,
coerced, and controlled. In fact, most people prefer to be directed and
controlled. They seek security above all, prefer to avoid responsibility, and
both want and need external control in the work situation. Because people
are basically cunning and immature, management should experience little
difficulty in using a highly directive and manipulative style of supervision.

Theory Y. Experience has shown that Theory X assumptions result
in a great deal of difficulty for management although they remain popular
with some managers. McGregor’s Theory Y makes the opposite
assumptions. People do not inherently dislike work and are not inherently
lazy. Rather they have learned to dislike work, to be lazy, and to be
irresponsible because of the nature of their work and supervision. They
have a high capacity for developing an intrinsic interest in their work, for
committing themselves to organizational objectives, and for working
productively with a minimum of external controls.

Two points should be made with reference to these theories. First, the
Theory X characteristics are said to be inherent or innate. To be such, they
would necessarily apply to everyone, which is obviously absurd. On the
other hand, under Theory Y, people are said to have the potential or
capacity for the responsible behavior and attitudes described. If anyone
possesses these qualities, and a great many people do, then everyone has
the potential for them. Second, Mc Gregor speaks of assumptions about the
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average person, and one must ask, “Average on what dimensions?” Are we
talking about intelligence? education? experience? Average is a statistical
concept. The average person is nonexistent, hypothetical construct. When
we make assumptions about the average person, at best we are referring to
most people, and in doing so must recognize that there are exceptions.

TEXT 3

Here is one more text about people in organization. Read it and say
whether you can take the information seriously.

When might you need to give blood for a personality test? The
answer to that question may puzzle you more than the question itself: when
you apply for a job. What’s more, your blood group could seriously
influence your career prospects. Some people believe your blood group
hides no secrets. It reveals the “real you” — a person who gets things done,
a good salesman, a creative person or a problem-solver — that is why you
could be asked to state your blood group when completing a job
application form. This growing trend was first used in Japan and now
management consultant firms in other parts of the world have joined in.
Someone, somewhere has spent some time working out statistics regarding
who’s who in the blood group system. The owners of certain group tend to
be particularly good or bad at certain tasks. In fact, one major Japanese
firm is so well informed about blood groups that the company is quite
specific about its needs: “We must have 30per cent of blood group A and
15 per cent of AB, 25 per cent of blood group 0, and 30 per cent of blood
group B among echelons of our management personnel”. Apparently, if
you belong to blood group 0 you get things done and sell the goods. Blood
group A are thinkers, while blood group B are highly creative. And if you
got problems, ask the Abs to solve them.

TEXT 4

What is meant by «organizational climate»? Why is it important?
What part does an organization’s culture play in the daily lives of its
members?

Read the text and be ready to discuss each point of cultural values.
Can you add any more?

ORGANIZATIONAL CLIMATE

Although the concept of organizational climate is somewhat
nebulous, it is valuable in understanding several aspects of organizational
behavior. Organizational climate is the overall favourability of member
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attitudes and perceptions with reference to specific activities and featuresof
an organization.

Organizations tend to have their specific culture: a peculiar mix of
values, attitudes, norms, habits, traditions, behaviors and rituals. Some
organizations are well aware of their culture and regard it as a powerful
strategic tool, used to orient all units and individuals toward common
goals, mobilize employee initiative, ensure loyalty, and facilitate
communication. They aim at creating a culture of their own and making
sure that all employees understand it and adhere to it. The specific cultural
values of an organization may concern, for example:

» the organization’s mission and image (high technologies,
innovative spirit, superior quality);

» eniority and authority (respect for seniority; seniority as a criterion
of authority);

* the treatment of people ( concern for people and their needs,
equitable treatment or favouritism, privileges, respect for individual rights,
training and developing opportunities, how people are motivated);

* the importance of different management positions and functions
(authority of personnel department; importance of different vice-
presidents’ positions; respective role and authority of research and
development);

» work organization and discipline (voluntary versus imposed
discipline; punctuality; use of time clocks; flexibility in changing roles at
work; use of new forms of work organization);

* decision making process (who decides; who has to be consulted;
individual or collective decision making; need to reach consensus);

» circulation and sharing of information (employees amply or poorly
informed; information readily shared or not);

e communication pattern (preference for oral or written
communication; rigidity or flexibility in using established channels, use of
meetings; who is invited to what meeting; established behaviour in the
conduct of meeting);

» ways of handling the conflicts (desire to avoid conflict; preference
for informal or formal ways; involvement of higher management);

» performance evaluation (confidential or public; by whom carried
out; how results are used);

* socialization patterns (who socializes with whom during and after
work; facilities such as separate dining rooms or reserved clubs);
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* management and leadership style (paternalism; authoritative,
consultative or participative style; flexibility and adaptability);

« identification with the organization (manager and stuff adherence to
company objectives and policies; enjoying working with organization).

TEXT 5

Read the text and be ready to define: 1. what a business entity is and
2. three main types and forms of business organizations.

TYPES AND FORMS OF BUSINESS ORGANIZATION

A business organization is frequently referred to as a business entity.
A business entity is any business organization that exists as an
economic unit. Business entities can be grouped according to the type of
business activity they perform.

1. Service companies perform services for a fee. This group includes
companies such as accounting firms, law firms, repair shops, and many
others.

2. Merchandising companies purchase goods that are ready for sale
and sell them to customers. They include such companies as auto
dealerships, clothing stores, and supermarkets.

3. Manufacturing companies buy materials, convert them into
products, and then sell the products to the companies or to the final
customer. Examples are steel miles, auto manufacturers, and so on.

The business entity concept applies to all forms of businesses —
single proprietorship, a partnership, and a corporation.

A single (sole) proprietorship is business owned by an individual
and often managed by that same individual. Single proprietors include
physicians, lawyers, electricians, and other people who are ‘in business for
themselves’. In a single proprietorship, the owner is responsible for all
debts of the business. Operating as a proprietorship is the easiest way to get
started in a business activity. Other than the possibility of needing a local
license, there are not any prerequisites to beginning operations.

A partnership 1s a business owned by two or more persons associated
as partners. Partnerships are created by an agreement. Included in the
agreement are such terms as the initial investment of each partner, the
duties of each partner, the means of dividing profits or losses between the
partners each year, and the settlement to be made upon the death or
withdrawal of a partner. Accountants, attorneys, and other professionals
frequently operate their firms as partnerships.
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A corporation is a business owned by a few persons or by thousands
of persons. The owners of the corporation are called shareholders or
stockholders. They buy shares of stock. If the corporation fails, the owners
lose only the amount they paid for their stock. The personal assets of the
owner are protected from the creditors of the corporation. The stockholders
do not directly manage the corporation; they elect a board of directors to
represent their interests. The board of directors select the president and
vice president, who manage the corporation for the stockholders.

TEXT 6

WHY ARE COMPANIES REFERRED TO AS LTD., INC,,
GMBH, OR S.A.?

An individual, like Henry Ford, might want to begin a small
enterprise and personally retain total responsibility and liability, but once it
starts to grow, a partnership or a «company» — such as Ford Motor
Company — would need to be formed. The key factor in owning any
company is the guarantee called /imited liability: the owners of a company
never have to pay more than they have invested in the company. Their
liabilities are limited. When a company goes bankrupt, the owners can
never be required to pay its unpaid bills.

The worst that can happen to investors in a limited liability company
1s losing their initial investment if the company fails. By limiting the
downside risk for shareholders, companies are able to attract equity
investors and raise large amounts of funds called equity capital through
sales of shares rather than by borrowing money at potentially high interest
rates.

The names of companies around the world reflect this guarantee of
limited liability. The abbreviations «GmbH» in Germany, «Inc.» in the
United States, or «Ltd.» in most other English-speaking countries indicate
that the firm is a limited liability company and investors have nothing more
to lose than the money invested in their shares. The «S.A.» in French — and
Spanish-speaking countries also refers to limited liability by defining
shareholders as «anonymous». Since the identity of shareholders can be
kept secret, the creditors of a bankrupt company have no right to pursue
them for the company's unpaid debts.

Many countries make a clear distinction between public and private
companies, with separate designations, such as AG and GmbH in
Germany, or Plc and Ltd. in Britain. Generally, «public» companies are
those large enough to have their shares traded on stock exchanges, while
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smaller unquoted companies are said to be «private», even though their
shares can be held by the public at large. In some countries, a large
company is said to be privately owned if its shares are not available to the
general public. In the United States, where little distinction is made
between public and private companies, most companies simply bear the
title «Incorporated.

1. What do the names of companies around the world reflect?

TEXT 7

JOB SPECIFICATION

An interesting feature of the labour markets is that many
organizations do not specify the type of person they require instead they
will give the details of a job in a job specification. The Department of
Employment has given the following definitions of a job description and
job specification:

Job description: a broad statement of the purpose, scope, duties and
responsibilities of a particular job.

Job specification: a detailed statement of the physical and mental
activities involved in the job. The specification is usually expressed in
terms of behaviour: what the worker does, what knowledge he uses in
doing it, the judgments he makes and the factors he takes into account
when making them.

The great variety of job specifications which exists in business
illustrates the range of specification in occupation. The five categories
given below do not cover this wide range, but can become a guide to the
role of manpower in organization.

1. Unskilled. Many jobs do not require any training or previous
experience, for example manual labour or assembly work. These
occupations are often highly repetitive and boring, as well as being poorly
paid.

2. Mechanical or motor skills. There are some tasks in business
which are performed by machines which require an operator. The more
complicated the machine, then generally the more the operator must be.

3. Intelligence and knowledge. Occupations which require a high
level of motor skill sometimes also demand a high level of intelligence and
aptitude. But there are jobs which do not need mechanical skills but make
demand on people’s knowledge.

4. Administrative or managerial skills. The ability to organize other
people is a rare skill. It not only requires knowledge and understanding of
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the functions within an organization, but also the ability to motivate
people. In addition managers must be able to organize nonhuman resources
using techniques of forecasting, planning, coordinating and controlling.
These are techniques which require judgment as well as knowledge.

5. Decision-making skills and initiative. Decision-making is an
everyday occurrence for everyone. We decide what to eat, what to wear,
where to go, and so on. Similarly, decisions are part of an organization’s
everyday activities. The higher one goes up the hierarchy, the more
necessary is the skill of decision. The risks which all organizations face
mean that organizations have to be run by people who have the ability to
diagnose and assess the risk, and the capacity to decide on the correct
strategy. Business is constantly changing and organizations require people
with enterprise and initiative in order to survive.

1. Give your own examples of a trade or profession illustrating each
category of the job specification.

TEXT 8

ENTERPRENEURS

Entrepreneur is a person who organizes and managers a
business. This is a French word that has been accepted into the English
language. Its popularity probably has something to do with its grand sound
which befits anyone who has the initiative to create and run a business.

Entrepreneurs are a mystery to some people, especially those who are
only comfortable with a nine-to-five existence and assured weekly
paychecks and fringe benefits. The entrepreneur is a business person who
prefers to take calculated risks in order to be his or her own boss.

Sometimes the entrepreneur is regarded as a business person who
takes risks. This is not so. An entrepreneur is a business person who
minimizes risks. He or she does this by advance planning, research, and
meticulous consideration of all factors that could affect and possibly
endanger her or his enterprise. When the entrepreneur forgets to do
advance investigation and preparation, then he or she is a gambler at best,
and a failure statistic at worst.

Speaking about entrepreneurship, Professor K. Vesper of the
University of Washington says that “Businesses continue to be launched by
people who didn’t make it the first time around. A driving force in
entrepreneurship... is addictiveness. Once people have a taste of freedom
in a business of their own, they like it. They don’t want to go back to
working for someone else”.
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While the percentage of growth for men entering into business
independence could be measured in the teens, women’s increase in a single
decade was 69 percent. There is no mystery here. Women go into business
for the same reason men do — to make money and to be their own bosses.
The rise in female entrepreneurship is reminiscent of what the early-20"-
century immigrants did — and the more recent waves of immigrants from
different parts of the world. Entrepreneurship is regarded to be the first
track to success. Rather than to take low-wage, big-industry job, people opt
to use their wits and energy to climb the ladder of independence the
entrepreneurial way.

The American magazine Venture attempted to dissect entrepreneurs
and to see what makes them tick. They conducted a survey to which 2,740
readers responded. Here is what they had in common:

1) Typically they were firstborn children who had a positive
relationship with their father. (2) They held jobs before they were 15 and
started their first businesses by the time they reached 20. (3) They
borrowed money to launch their enterprises and made themselves
personally liable. (4) Most of them are college graduates, consider
themselves demanding of others, and start work early in the day (82
percent start work before 9 a.m.). (5) Twenty percent described themselves
as successful; another 53 percent claimed moderate success; 27 percent
reported the expectation of success.

While these entrepreneurs are intrepid adventurers on the business
sea, they still seek the approval of others — often after they have launched
an action. Respondent Richard M. Ask, president of the 2000-member
National Association of Entrepreneurs, wrote, «I go out and do what I
damn well please, and then I look around for approval to reinforce the
actiony.

How old are the people who start new businesses? The majority are
30 to 34, with the biggest segment (70 percent) between 25 and 44.

With what do entrepreneurs start up new businesses? How much
money do they invest? Most businesses require between $20,000 and
$50,000 in cash. The vast majority of business start-ups (87 percent) are in
the range of a few thousand dollars to $100,000.

Which businesses are the most popular? There is no doubt that
retailing 1s number one. Nearly half of all new business start-ups are retail
shops.
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1. Do you belong to the people who are comfortable with a nine-to-
five existence? Are there many people of this type among your friends,
relatives, colleagues?

2. “Calculated risk” — what 1s it?

3. Give your variant of an entrepreneur profile (age, traits of
character, business, backgrounds, etc.)

TEXT 9

THE FIELD OF INTERNATIONAL BUSINESS

International business includes all business transactions that involve
two or more countries. Such business relationships may be private or
governmental. In the case of private firms the transactions are for profit.
Government-sponsored activities in international business may or may not
have a profit orientation.

There are three major motivations for private firms to pursue
international business. These are to expand sales, to acquire resources, and
to diversify sources of sales and supplies.

Sales expansion. Sales are limited by the number of people
interested in a firm's products and services and by customers' capacity to
make purchases. Since the number of people and the degree of their
purchasing power is higher for the world as a whole than for a single
country firms may increase their sales potentials by defining markets in
international terms.

Ordinarily higher sales mean higher profits. If, for example, each
sales unit has the same mark-up, more volume translates to more profits.
Lucas film, for example, receives a percentage of the sales made by
companies marketing Star Wars merchandise; thus Lucas film's revenues
increase with each additional toy that Parker Kenner sells in the United
Kingdom. In fact, profits per unit of sales may increase as sales increase.
Star Wars cost approximately $10 million to produce; as more people see
the film, the average production cost per viewer decreases.

International sales are thus a major motive for firms' expansion into
international business. A United Nations study indicated that among the
largest industrial firms in the world, about 40 percent of their sales come
from outside their home markets.

Resource acquisition. Manufacturers and distributors seek out
products and services as well as components and finished goods produced
in foreign countries. Sometimes this is to reduce their costs: for example,
Lucas film used studios in the United Kingdom in the filming of Star Wars
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and Kenner manufactures its Laser Pistol in Hong Kong. The potential
effects on profits are obvious. The profit margin may be increased, or cost
savings may be passed on to consumers, thereby permitting more people to
buy the products.

Diversification. Companies usually prefer to avoid wild swings in
their sales and profits; so they seek out foreign markets and procurement as
a means to this end. Lucas film has been able to smooth its yearlong sales
somewhat because the summer vacation period (the main season for
children's film attendance) varies between the northern and southern
hemispheres. It has also been able to make large television contracts during
different years for different countries. Many other firms take advantage of
the fact that the timing of business cycles differs among countries. Thus
while sales decrease in one country that is experiencing a recession, they
increase in another that is undergoing recovery. Finally by depending on
supplies of the same product or component from different countries, a
company may be able to avoid the full impact of price swings or shortages
in any one country that might be brought about, for example, by a strike.

1. How would you define the concept ‘international business’?

2. What are the main motives for a firm to join international
business?

TEXT 10

Read the text and be ready to speak about the main types of
international business. Explain the meanings of the words and word
combinations which have been highlighted.

TYPES OF INTERNATIONAL BUSINESS

Merchandise exports are goods sent out of a country whereas
merchandise imports are goods brought in. Since these are tangible goods
that visibly leave and enter countries, they are sometimes referred to as
visible exports and imports. The terms exports or imports are used
frequently yet in reality the reference is only to the merchandise exports or
imports.

Exporting and importing of goods are the major sources of
international revenue and expenditure for most countries. Among
companies engaged in some form of international business, more are
involvedin importing and exporting than in any other type of transaction.

Importing and/or exporting is usually but not always, the first type of
foreign operations in which a firm gets involved. This is because at an
early stage of international involvement these operations usually take the

36



least commitment and least risk of a firm's resources Exporting or
importing are not typically abandoned when firms adopt other international
business forms. Although this may sometimes occur, exporting and
importing usually continue, either by business with other markets or to
complement the new types of business activities.

Service exports and imports refer to international earnings other
than those from goods sent to another country. Receipt of these earnings is
considered a service export, whereas payment is considered a service
import. Services are also referred to as invisibles. International business
comprises many different types of services.

Travel, tourism, and transportation. Earnings from transportation
and from foreign travel can be an important source of revenue for
international airlines, shipping companies, reservations agencies, and
hotels. On a national level, such countries as Greece and Norway depend
heavily on revenue collected from carrying foreign cargo on their ships.
The Bahamas earns much more from foreign tourists than it earns from
exporting merchandise.

Performance of activities abroad. Fees are payments for the
performance of certain activities abroad, such services as banking,
insurance, rentals (e.g., the Star Wars film), engineering, and management.
Engineering services are often handled through turn-key operations,
contracts for the construction of operating facilities that are transferred to
the owner when the facilities are ready to begin operations. Fees for
management services are often the result of management contracts,
arrangements through which one firm provides management personnel to
perform general or specialized management functions for another firm.

Use of assets from abroad. Royalties are the payment for use of
assets from abroad, such as for trademarks, patents, copyrights, or other
expertise under contracts known as licensing agreements. Royalties are
also paid for franchising, a way of doing business in which one party (the
franchisor) sells an independent party (the franchisee) the use of a
trademark that is an essential asset for the franchisee's business. In
addition, the franchisor assists on a continuing basis in the operation of the
business, such as by providing components, managerial services, or
technology.

Firms often move to foreign licensing or franchising after
successfully building exports to a market. This move usually involves a
greater international commitment than in the early stages of exporting. The
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greater involvement occurs because the firm commonly has to send
technicians to the foreign country to assist the licensee or franchisee in
establishing and adapting its production facilities for the new product.

Direct investments. Direct investment takes place when control
follows the investment. This can amount to a small percentage of the
equity of the company being acquired, perhaps even as little as 10 percent.
The ownership of a controlling interest in a foreign operation is the highest
type of commitment to foreign operations in the given country. Direct
investment operations may be set up in order to gain access to certain
resources or access to a market for the firm’s product.

When two or more organizations share in the ownership of a direct
investment, the operation is known as a joint venture. In a special type of
joint venture, a mixed venture, a government is in partnership with a
private company.

The multinational enterprise, or MNE, has a worldwide approach
to foreign markets and production and an integrated global philosophy
encompassing both domestic and overseas operations. The term
multinational corporation, or MNC, is also quite common in the
literature of international business. Another term sometimes used
interchangeably with MNE, especially by the United Nations,
1s transnational corporation, or TNC.

Ex. 10. Translate the following into English.

NHnuBuayaabHbIE YCHUIWS;, HE JOCTHUTAIOT yCIexa; JOCTHYhL IIeNH;
HECITOCOOHBIE BBIMOJHUTE, OTHOCHUTEILHO paHO; IEPBHYHBINA 3JIEMEHT;
B CBOCH TMEpBOM TIOMBITKE; OTBEYATh IMOTPEOHOCTAM; MACATEIHHOCTD,

KOoTOpas MO//ICPKUBAET; CeThb OTHOIIICHU; CIIOCOOCTBOBATH
COTPYJIHUYECTBY; O(PUIIMATIbHOE MPU3HAHKE, OT CBOEro MMEHH; 00JaJaTh
BJIACTHIO; BBITIOJIHATH 00sI3aHHOCTH; opHUIHATBHO MpU3HAaH;

HEOOXOJIUMOCTh pa3AeiuTh paboTy; 0003HAYaeTCs TEPMHUHOM; MPOLECC
nepeaadn 00s13aTeIbCTB; OT BBIIIEC CTOSIIETO K MOAYMHCHHOMY; HE MOXKET
CYIIIECTBOBAaTh M TPOIBETATh; UEPAPXUUECKAST OPraHU3AIMS; COCTABIISIOT
OCHOBHBIC KOMIIOHEHTBI, YIPABICHYECKUN WHCTPYMEHT, pa3ACIICHHE IO
(GYHKIUSAM; KOTOPBIE CTAIKMBAINCh C HEOOXOJIUMOCTBIO; OOJbIINe
CKOIIEHHUSI PECYPCOB.
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Ex. 11. Add an appropriate preposition to each of the following
sentences where indicated.

Organizational controls

An organization can best achieve its objectives when its members
require a minimum ... supervision because they are competent and goal-
oriented. Nevertheless, even ... optimal conditions of individual
commitment and self-control, organizations need formal controls. The
control function of organizations consists ... the following:

1. Establishing standards ... which all aspects of organizational life
are evaluated.

Most organizations have formal standards relating ... spending,
production, sales, product quality, safety, inventory, personnel selection,
acceptable employee behavior, and so forth.

2. Establishing feedback system by which actual performance is
compared ... predetermined standards.

These are best exemplified ... management reports which show,
often ... a daily basis, expected and actual performance.

3. Taking appropriate action to ensure that substandard performance
is improved and that standards will be met ... the future.

It is common practice to refer ... the standards and feedback systems
as controls although it should be obvious that they serve a control function
only if managerial action is involved. They are not a substitute ...
supervision, but they minimize requirements for personal supervision.

Read the text once again and answer the following question: What
are the control functions of organization?

Ex. 12. Read the text. Fill in the gaps with the missing words given
below.

Monitor, interrelate, integral, report, exaggerate, law, impact,
flow of cash, resources, customers, stock, range, information, activity,
prerequisite, process, subject, nervous.

Communication in organization

Effective communication is a ... for the achievement of
organizational objectives. The importance of communication problems has
at times been ... — there are, after all, other types of problems — but the ...

of poor communication can be enormous.
The ... of communication is illusive because it is intertwined with so
many other subjects. Effective communication is, for example, an ... part
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of effective leadership, decision making, motivation, the management
organizational conflict, etc.

Communication in organization is here defined as the process by
which ... is transmitted from one person to another.

Money is the lifeblood of an organization: if organizations do not
receive a ... ... they go out of business. Information plays a similar role.
The flow of facts, figures and words through an organization’s
administration is its ... system.

The nature and flow of information determines how «sensitive» an
organization to its ..., employees, changes in the market, and so on. The
purpose in ... information is to plan, record, control and report the
activities of the organization.

Planning. Managers need information to be able to plan how an
organization’s ... are to be used. This can be a complex process since each
department’s plan must ... with the other departments.

Recording. Firms are obliged to keep financial information under the

Controlling. There are many activities in business where immediate
or «real time» information is necessary so that the ... can be controlled
directly. These activities include ... control, quality control, and budgetary
control.

Reporting. Many different kinds of ... exist in business. They ...
from weekly sales reports to financial reports at an Annual General
Meeting. Every function within an organization is constantly ... and
reported on.

Read the text once again and summarize it in 5-7 sentences.

Ex. 13. Insert the missing words given below. Don’t forget about
Grammar.

organization, to adopt, carefully, change, input, condition,
service, decision making, harmony, turbulent, adapt, output.

In order to be successful the organization must ... with the
environment because it supplies the organization with ... (in the form of
resources, information, and so forth) that are necessary for the
determination of the kinds of the products and ... to be produced. It also
receives the ... (product and services) produced by the organization. To
maintain this ... with the environment, the organization must ... define and
maintain a boundary system capable of gathering the necessary inputs for
effective ... ... and ... and for distributing organizational outputs.
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Today’s organization exists in a ... environment characterized by
what has been termed as discontinuous ... .If it is to survive and prosper,
the organization must be capable of adjusting all of its component parts to
... for this change. Additionally, it must ... a philosophy and strategy to
support the process of adaptation and change.

Ex. 14. Make up the sentences. Put them down into notebooks. The
beginning of each sentence is given to you.

When negotiations fail, impartial, third, are, often, however,
parties, brought, to help, the dispute, settle, in. This may be, arbitration,
or, mediation, the form, conciliation, in, of. Conciliation, try, their, means,
a third, disagreement, together, will, party, that, to bring, to work out, on
their own, management, and, labour. Mediation, it, setting, for,
suggestions, make, and, the dispute, of, who, listen to, will, both, sides, by,
party, requires, the third, involvement, greater. The suggestions, will,
management, or, on, either, labour, binding, not, however, be. Under
arbitration, binding, and, a third, hand down, that, is, party, final, listen to,
will, both, (an arbitrator), a decision, sides, and.

Ex. 15. Give the English equivalents to the following.

HecnocoOHbI BBITIOJHUTH 3a/laHUsI, KOTOpPbIE TPEOYIOT HE TOJIBKO
WHIUBUIyAlbHBIX YCWUJIMH; TPYINNoOBas JACSATEIbHOCTh MOXKET OBbITh
HarpaBJjieHa Ha 0oJiee BBICOKHE, 00Jiee CIIOKHBIE 1IEJIH; BCE ITH AJIEMEHTHI,
B35IThIE BMECTE, PACCMATPUBAIOTCS KaK OpPraHU3allysl; OpraHu3anuu ObUIH
CO3JaHbl JJIg TOr0, YTOOBI MOMOYb MHAMBUIY JOCTHYb OOJBIIE; LIEIU
JOJIKHBI OTBEYaTh MOTPEOHOCTSAM, KOTOpPbIE OOIIECTBO OMNPEAEIHIO Kak
Ba)KHBIE; OpraHu3allid MOTYT OBbITh CIPYINIIMPOBAHbI MO THILY JE€JI0BOU
aKTUBHOCTH; MAapTHEPCTBO CO3/AE€TCS IO COMIAIICHHUIO; BJIAAENbIIbI
KOpHOpaluii Ha3bIBAIOTCS aKUUOHepaMu; 3P(eKTUBHAST KOMMYHUKALUS —
OpeAnochUIKa ycrexa B OusHece; wuWHGOpManus TI[OMOTraeT ObITh
YYBCTBUTEIBHBIMU K TMOKYIMATENAM, CIyXKallUM, U3MEHEHUSIM Ha PBIHKE;
KaKJasg OpraHu3alus CTPEMHUTCS HMETb COOCTBEHHBIH, OCOOEHHBIM
KJIMMAT; KYyJbTYpHbIE IIEHHOCTH — 3TO MOUIHBIM CTPaTerHnYECKUid
UHCTPYMEHT;  CPEAHECTATUCTUYECKUM  paOOTHUK  HMMEET  BBICOKHIA
NOTEHIMAJ Pa3BUTHS; MPEKIE BCEro pabOTHUK HILET OE30IaCHOCTH U
n30€eraeT OTBETCTBEHHOCTH.
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Ex.16. Translate the text in written form.

Business is the exchange of goods and services, and money, on an
arm’s length (objective) basis, that results in mutual benefit or profit for
both parties involved. An individual engages in business because he or she
believes that the rewards, or possible future benefits, of business are
greater than risks, or possible future sacrifices, of business.

Business activities are events that involve making and carrying out
the operating, investing, and financing decisions that deal with business
assets or obligations.

In a profit-seeking business, there are three types of business
activities that correspond to the three types of business decisions.
Operating activities are the profit-making activities of the enterprise. They
include those business activities that generate revenues, such as selling
merchandise for cash or on credit or providing services for a fee. They also
include activities that result in increased expenses, such as purchasing
goods for manufacture or resale, paying wages, or combining goods and
labour to manufacture products.

Investing activities include the purchase and a sale of long-term
assets in addition to other major items used in a business’ operations.

Financing activities are activities that involve obtaining the cash or
using other non-cash means to pay for investments in long-term assets, and
to repay money borrowed from creditors, and to provide a return to
owners.

SPEAK AND WRITE

1. Why are there so many organizations in today’s society?

2. Why is it important for managers to be knowledgeable about the
macro environment?

3. How will tomorrow’s organizations be different from those today?

4. Do all organizations need structure? Give your reasons.

5. Define the terms authority and tell how it is related to formal and
informal organizations.

6. Explain how responsibility, authority, and accountability should be
related to each other in the ideal organization.

7. Take an organization with which you are familiar and see if you
can explain the way it works (principles, goals, structure, objectives,
climate, and so forth).

8. List each organization you belong to. Do they have any impact on
your life? List and discuss each impact.
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9. One successful sales company had a unique organization layout.
At the top of the chart was the most important person in the whole
operation — the customer. This labeled «customer» was linked with lines to
boxes of functions dealing directly with the customer — sales person,
technical service, order clerk, credit clerk, etc. Try to draw your own
organization chart, starting with the customer.

10. Enumerate all the factors you would consider in creating a
culture of your own business.

11. Because of its broad global environment, a number of disciplines
(geography, history, law, economics, political science, anthropology) are
useful to help explain the conduct of international business. Prove it with
your own examples.

12. Do you agree with the adage: “You can’t get rich working for
someone else?”’

13. What should be regulated by government and what should be left
to the private sector (education, health care, housing, social security,
defense, public transport, sale of alcohol, tobacco, press, broadcasting,
entertainment)? Why? Give your reasons.

14. Summarize the information of the Unit to be ready to speak on
the topic “Organization”. The first step to be done is to write the plan of
your future report.

15. Choose any question (problem, topic) relating to Organization
and make a 7-10 minute report in class. Refer to different additional
sources to make your report instructive, interesting and informative.

UNIT 4
INVESTMENT

VOCABULARY

1. Invest

to invest a sum in the Eurodollar market — pazmemniaTh KaKkyro-1100
CyMMY Ha PBIHKE €BpOJ0JIIapOB
2. loan

to cancel a call loan — aHHYIMPOBATH CCYyAY /10 BOCTPEOOBAaHUS

to request a loan of 50,000 against the security of — 00OpaTUThCA C
Npoch0Ol O MpenocTaBieHUU ccyAbl B pazmepe 50 ThIC. TOJUIAPOB MOA
o0ecrieyeHue 4yero-iaoo
3. account
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commodity account — C4€T JIeTIO

checking account (Am.), current account (Br.) — TEKylIUlA CUET

to run (about an account) — (371€Chb) OBITh JEUCTBUTEIBLHBIM

to place a sum in an account — TOMECTUTh KOMY-JINOO CyMMY Ha CYET

to buy gold on one's commodity account — mpuodperaTh 30JI0TO,
UCITOJIB3YS YeH-TH00 CUeT JeTo

to clear one's account — OIUIaATUTH YEH-THMOO CUET
4. cheque

to make out a cheque — BbIIUCATH YEK

syn. to draw up a cheque

to cash a cheque — ony4aTh ACHBIH 1O YEKY

to credit a cheque to smb — BbIIUCATh YEK HA UM KOT'O-THOO
5. share

to check the market price of shares — TMOCMOTpPETb, MPOBEPHUTH,
KaKOBa PHIHOYHAS I[eHA aKIIHA

to acquire Standard Oil shares at $19'/, from a floor broker —
nprobperaTh y Opokepa akimuM KOMIAHMH mo ueHe 19'/, mommapa 3a
aKIIAIO

to stand at $23 (about shares) — nocTUYb 1IEHBI B 23 go0J1apa
6. trade

fo trade shares — OCynecCTBIISITh OUPIKEBBIE ONIEPAIIUU C AKIIUSIMU

to expect heavy trading in Standard Oil shares — 0)Xu1aTh aKTUBHYIO
TOProBito akiuamu kommanuu "Crangapt Onn"
7. market

bear market — "pBIHOK MenBeAeH'"; PBIHOK C TEHACHIHMEH K
CHUKEHUIO KypCOB

bull market — "pbIHOK OBIKOB"; PHIHOK C T€HJICHIIMEH K MOBBIIIICHUIO
KypCOB

to place large sums on the market — pa3mMeniaTh KpynHble CYMMBI Ha
PBIHKE

to master a market — U3y4UTh PBIHOK, OBJAJAETh KOHBIOHKTYpPOU
PBIHKA
8. draft

to issue a draft for $50.000 — BbIIUCATH TUIATEKHOE TTOPYUCHUE HA
cymmy B 50 ThIC. 10J171apOB

syn. to make out a draft to smb for smb — BbIIUCATh TIJIATEKHOE
MOpyYeHUE Ha UM KOT0-JTIH00

overdraft — (O/D) — nipeBbllIeHUE KpeauTa, oBepapadt

to clear one's overdraft — onnaTuTh KpeaUT MO OBEPAPAPTY
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9. broker

floor broker — 6pokep, TOCPETHUK

brokerage charges — xomuccusa (KypTax), B3UMaemasi OUPKEBbIM
OpOKEepOM C KIIMEeHTa

WORD-COMBINATIONS

1 to be worth $25 million — umeTh KanuTana B 25 MIJIH. J0JUIapOB,
pacmoJyiaraTh CpeCTBaMHU B 25 MIIH. JIOJIJIApPOB

2 to make a fortune — caenaTh, COCTaBUTh COCTOSIHUE

3 to grant permission — IPEIOCTABUTH PA3PECIICHUE

4 to turn down permission — OTKa3aTh B pa3pelICHUN

5 to sell short — mpogaBaTh Ha CPOK IIEHHBIE OyMaru, KOTOPHIX HET B
HAJIUYKH, IPOAABATh O€3 MOKPHITHUS

6 to stand smb in good stead — COCIyUTb KOMY-THOO XOPOIIYIO
CITYKO0y

7 to turn smth into liquid assets — oOpamaTh 4YTO-IMO00 B
JTUKBUIHBIC AaKTHBBI

"Jorg, expect $7 million from Credit Parisian in the No. 2 account
by 6 pm tonight. Central European time, and place it with first-class banks
and triple "A" commercial names. Otherwise," invest it in the overnight
Euro-dollar market. Understood?”

"Yes, Harvey."

"Place $1 million in the Banco do Minas Gerais, Rio de Janeiro, in
the names of Silverman and Elliot and cancel the call loan at Barclays
Bank, Lombard Street. Understood?"

"Yes, Harvey."

"Buy gold on my commodity account until it reaches $10 million and
then hold until you receive further instructions. Try and buy in the troughs
and don't rush — be patient. Understood?”

"Yes, Harvey."

Harvey Metcalfe realised that the last instruction was unnecessary.
Jorg Birrer was one of the most conservative bankers in Zurich and, more
important to Harvey, had over the past twenty-five years proved to be one
of the shrewdest.

"Can you join me at Wimbledon on Tuesday, June 25™ at 2 pm,
Centre Court, my usual debenture seat?"

"Yes, Harvey."
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The telephone clicked into place. Harvey never said goodbye. He had
never understood the niceties of life and it was too late to start learning
now. He picked up the phone, dialed the seven digits, which would give
him the Lincoln Trust in Boston, and asked for his secretary.

"Miss Fish?"

"Yes, sir."

"Remove the file on Prospecta Oil and destroy it. Destroy any
correspondence connected with it and leave absolutely no trace.
Understood?"

HYeS.H

The telephone clicked again. Harvey Metcalfe had given similar
orders three times in the last twenty-five years and by now Miss Fish had
learnt not to question him.

Harvey breathed deeply, almost a sigh, a quiet exhalation of triumph.
He was now worth at least $25 million, and nothing could stop him.

In Harley Street, Bond Street, the King's Road and Magdalen
College, Oxford, it was 6.20 pm. Four men, unknown to each other,
checked the market price of Prospecta Oil in the final edition of the
London Evening Standard. 1t was £3.70. All four of them were rich then,
looking forward to consolidating their already successful careers;
tomorrow they would be penniless.

Making a million legally has always been difficult. Making a million
illegally has always been a little easier. Keeping a million when you have
made it is perhaps the most difficult of all. Henryk Metelski was one of
those rare men who had managed all three. Even the million he had made
legally came after the million he had made illegally, Metelski was still a
yard ahead of the others; he had managed keep it all.

Henryk Metelski was born on the Lower East Side of New York on
May 17", 1909, in a small room that already slept four children. He grew
up through the Depression, believing in God and one meal a day. His
parents were from Warsaw and had emigrated from Poland at the turn of
the century. Henryk's father was a baker by trade and had soon found a job
in New York, where immigrant Poles specialised in baking black rye bread
and running small restaurants for their countrymen. Both parents would
have liked Henryk to be an academic success, but he was never destined to
become an outstanding pupil at his high school. His natural gifts lay
elsewhere. A cunning, smart little boy, he was far more interested in the
control of the underground school market in cigarettes and liquor than in
stirring tales of the American Revolution and the Liberty Bell. Little
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Henryk never believed for one moment that the best things in life were
free, and the pursuit of money and power came as naturally to him as the
pursuit of mouse to a cat.

When Henryk was a pimply and flourishing fourteen-year-old, his
father died of what we now know to be cancer.

His mother outlived her husband by no more than a few months,
leaving the five children to fend for themselves. Henryk, like the other
four, should have gone into the district orphanage for destitute children,
but in the mid-1920s it was not hard for a boy to disappear in New York —
though it was harder to survive. Henryk became a master of survival,
schooling, which was to prove useful to him later in life.

He knocked around the Lower East Side with his belt tightened and
his eyes open, shining shoes here, washing dishes there, always looking for
an entrance to the maze at the heart of which lay wealth and prestige. His
first chance came when his room-mate Jan Pelnik, a messenger boy on the
New York Stock Exchange, put himself temporarily out of action with a
sausage garnished with salmonella. Henryk, deputed to report his friend's
mishap to the Chief Messenger, upgraded food-poisoning to tuberculosis,
and talked himself into the ensuing vacancy. He then changed his room,
donned a new uniform, lost a friend, and gained a job.

Most of the messages Henryk delivered during the early twenties
read "Buy". Many of them were quickly acted upon, for this was a boom
era. He watched men of little ability make fortunes while he remained
nothing more than an observer. His instincts directed him towards those
individuals who made more money in a week on the Stock Exchange than
he could hope to make in a lifetime on his salary.

He set about learning how to master the way the Stock Exchange
operated, he listened to private conversations, opened sealed messages and
found out which closed company reports to study. By the age of eighteen
he had four years' experience of Wall Street: four years which most
messenger boys would have spent simply walking across crowded floors,
delivering little pink pieces of paper; four years which to Henryk Metelski
were the equivalent of a Master's Degree from the Harvard Business
School. He was not to know that one day he would lecture to that august
body.

One morning in July 1927 he was delivering a message from
Halgarten & Co., a well-established brokerage house, making his usual
detour via the wash-room. He had perfected a system whereby he could
lock himself into a cubicle, study the message he was carrying, decide
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whether the information was of any value to him and if it was, immediately
telephone Witold Gronowich, an old Pole, who managed a small insurance
firm for his fellow countrymen. Henryk reckoned to pick up an extra $20
to $25 a week for the inside knowledge he supplied. Gronowich, in no
position to place large sums on the market, never let any of the leaks lead
back to his young informant.

Henryk began to realise that this time he was reading a message of
considerable importance. The Governor of Texas was about to grant the
Standard Oil Company permission to complete a pipeline from Chicago to
Mexico, all other public bodies involved having already agreed to the
proposal. The market was aware that the company had been trying to
obtain this final permission for nearly a year, but the general view was that
the Governor would turn it down. The message was to be passed direct to
John D. Rockefeller's broker, Tucker Anthony, immediately. The granting
of this permission to build pipeline would open up the entire North to a
ready supply of oil, and that could only mean increased profits. It was
obvious to Henryk that Standard Oil Stock must rise steadily on the market
once the news had broken, especially as Standard Oil already controlled 90
per cent of the oil refineries in America.

In normal circumstances Henryk would have sent on this information
direct to Mr Gronowich, and was about to do so when he noticed rather
overweight man drop a piece of paper. As there was no one else about at
the time, Henryk picked it up thinking that at best it would reveal another
piece of information. In fact, it was a cheque for 50,000 made out to cash
from a Mrs. Rose Rennick.

Henryk thought quickly. He left the washroom at speed and was soon
standing outside on Wall Street itself. He made his way to a small coffee-
shop on Rector Street and sat there pretending to drink a Coca-Cola while
he carefully worked out his plan. He then proceeded to act on it.

First, he cashed the cheque at a branch of the Morgan Bank on the
south-west side of Wall Street, knowing that in his smart uniform as
messenger at the Exchange he would easily pass as a carrier for some
distinguished firm. He then returned to the Exchange and acquired from a
floor broker 2,500 Standard Oil shares at $19'/s leaving himself $126.61
change after brokerage charges. He placed the $126.61 in a Checking
Account with the Morgan Bank. Then, waiting in tense anticipation for an
announcement from the Governor's office, he put himself through the
motions of a normal day's work, too preoccupied with Standard Oil even to
make a detour via the washroom with the messages he carried.
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No announcement came. Henryk could not know that the news was
being held up until the Exchange had officially closed at 3 pm in order to
allow the Governor himself to buy shares anywhere and everywhere he
could lay his grubby hands on them, Henryk went home that night petrified
that he had made a disastrous mistake. He had visions of losing his job and
everything he had built up over the past four years. Perhaps he would even
end up in jail.

He was unable to sleep that night and became steadily more restless
in his small open-windowed but airless room. At 1 am he could stand the
uncertainty no longer, so he jumped out of bed, shaved, dressed and took a
subway to Ground Central Station. From there he walked to Times Square
where with trembling hands he bought the first edition of the Wall Street
Journal. For a moment he couldn't take in the news, although it was
shrieking at him in banner headlines:

GOVERNOR GRANTS OIL PIPELINE RIGHTS TO
ROCKFELLER

Henryk hurried home, giddy and elated, and changed into his
uniform. He arrived at the Stock Exchange at 8 am and went through the
motions of a day's work, thinking only of how to carry out the second part
of his plan.

When the Stock Exchange opened officially, Henryk went over to the
Morgan Bank and requested a loan of $50,000 against the security of his
2,500 Standard Oil shares, which had opened that morning at $21'/,. He
placed the loan in his Checking Account and instructed the bank to issue
him a draft for the $50,000 to be made out to Mrs. Rose Rennick. He left
the bank and looked up the address and telephone number of his unwitting
benefactor.

Mrs. Rennick, a widow who lived off the investments left by her late
husband, lived in a small apartment on 62" Street, which Henryk knew to
be one of the most fashionable parts of New York. The call from a Henryk
Metelski, asking to see her on an urgent private matter, came as something
of a surprise to her, but a final mention of Halgarten & Co. gave her a little
more confidence and she agreed to see him at the Waldorf-Astoria at 4 pm
that afternoon.

Rose Rennick arrived a few minutes after four, accompanied by two
small dogs and wearing an outrageously large hat.
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Mrs. Rennick ordered tea while Henryk recited his well-rehearsed
story: there had been an unfortunate mistake with her cheque, which had
been wrongly credited to his firm at the Stock Exchange on the previous
day; his boss had instructed him to return the cheque immediately and to
say how much they regretted the unfortunate error. Henryk then passed
over the draft for $50,000 and added that he would lose his job if she
insisted on taking the matter any further, as he had been entirely
responsible for the mistake. Mrs. Rennick had, in fact, only been informed
of the missing cheque that morning and did not realise that it had been
cashed, as it would have taken a few days to check her account. Henryk's
perfectly genuine anxiety as he tumbled through his talk would have
convinced a far more critical observer of human nature than Mrs. Rennick.
Readily she agreed to let the matter drop, only too pleased to have her
money returned; as it was in the form of a draft from the Morgan Bank, she
had lost nothing. Henryk breathed a sigh of relief and for the first time that
day began to relax and enjoy himself.

After a respectable period of time had passed, Henryk explained hat
he must return to work, thanked Mrs. Rennick for her co-operation, paid
the bill and left.

The next morning Henryk returned to work as usual. He knew he had
only five days' grace to sell the shares and clear his debt with the Morgan
Bank and the stockbroker, as an account on the New York Stock Exchange
runs for five business days or seven calendar days. On the last day of the
account the shares were standing at $23'/,. He sold at $231/8, and cleared
his overdraft of $49,625 and, after expenses, realized a profit of $7,499,
which he left deposited with the Morgan Bank.

Over the next three years, Henryk stopped ringing Mr. Gronowich,
and started dealing for himself, in small amounts to begin with, but
growing larger as he gained in experience and confidence. Times were still
good, and while he didn't always make a profit, he had learnt to master the
occasional bear market as well as the more common bull. His system in the
bear market was to sell short — not a practice considered to be entirely
ethical in business. He soon mastered the art of selling shares he didn't own
in expectation of a subsequent fall in their price. His instinct for market
trends refined as rapidly as did his taste for clothes, and the guile learnt in
the backstreets of the Lower East Side always stood him in good stead.
Henryk soon discovered that the whole world was a jungle — sometimes the
lions and tigers wore suits.
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When the stock market collapsed in 1929 Henryk had turned his
$7,400 into $51,000 of liquid assets, having sold on every share he
possessed the day after the Chairman of Halgarten & Co. jumped out of
one of the Stock Exchange windows. Henryk had got the message. With
his newly acquired income he had moved into a smart apartment in
Brooklyn and started driving a rather ostentatious red Stutz. Henryk
realised at an early age that he had come into the world with three main
disadvantages — his name, background and impecunity. The money
problem was solving itself, and now the time had come to expunge the
other two. To that end, he had made an application to change his name by
court order to Harvey David Metcalfe. When the application was granted,
he ceased all further contact with his friends from the Polish community,
and in May 1930 he came of age with a new name, new background, and
Very new money.

NOTES

1. triple "A" — classification of common stocks according to risk
issued by Standard and Poor's Corporation. The top four grades are called
investment grades AAA, AA, A and BBB

2. to buy in the troughs — to buy when prices go down

3. a debenture seat — a seat at Wimbledon granted to Metcalfe by his
partner in return for the services rendered

Problem questions:

1. What do you make of Harvey Metcalfe judging by the
Prologue? Support your point of view.

2. Do you share the author's opinion that Henryk Metelski was a
master of survival? Bear out your statement.

3. Would you say that Harvey Metcalfe had all the makings of a
born financier? Expand on your answer.

4. Do you believe the proverb “all is fair in love and war” can be
applied to the world of finance?

Do you think that Harvey Metcalfe’s story proves that the US is a
country of equal opportunities?

UNIT 5
MARKET
1. market
stock market — pongoBas Oupxa ,
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money market — PBIHOK KPAaTKOCPOYHOTO KaluTaia, BaTFOTHBIN
PBIHOK (HE MyTaTh C BaJIOTHOUW OUpIKEi)

market place — ppIHOK, MECTO TOPTOBIIU

market order — "pbIHOUHBIN TIpHKa3" (0 HEMEIIIEHHOM COBEPIIICHUH
CIEJIKH T10 HAWTY4Illel TeKyIIeH 1eHe)

market value — ppiHo4Has (OUpIKeBasi) CTOUMOCTh 1IEHHOW Oymaru (B
OTJIMYUE OT HOMUHAJILHOM )

market price — pbIHOYHAs I1I€HA, T. €. TMOCJIEAHSS 1I€Ha, M0 KOTOPOM
ObLJIa 3aKJIIOUYEHA CJEIKA Ha PhIHKE

over-the-counter market (OTC) — BHEOUpPKEBOW PBIHOK IIEHHBIX
Oymar

syn. unlisted, off-board

to buy (sell) at the market — nokynath (IIpojiaBaTh) "MO HAMITyUIIEH
neHe"

to size up the market — OIEHUTh KOHBIOHKTYPY PhIHKA

to make a market — "nenath peIHOK': MOCTOSIHHO KOTUPOBATH IIEHBI
MIPOJIaBIIa M MIOKYTATEJISI C TOTOBHOCTHIO BCTYIUTH B CIICTKH 110 HUM
2. exchange

stock exchange — honmoBas oupxa

commodity exchange — ToBapHas OupKa

labour exchange — Oupa Tpyaa

NYSE (the Big Board, the Exchange) — Hplo-liopkckas (oHmoBas
oupxa

AMEX — Amepukanckast GoH0Bast Ouprka

exchange member — 4neH GOHIOBON OUPKU

syn. registered representative (RR)

to have a membership (a seat) on an exchange — OBITb UYJICHOM
OUpIKU, UMETh WICHCTBO Ha OUpxKe

to trade (sell, buy) on an exchange — npoBOAUTH ONIEpaIliU Ha OUpIKE

to run an exchange — pyKoBOJUTH ACATEIHHOCTHIO OUPIKH
3. commitment

to make commitments — 6paTh Ha ce0s 00s3aTeIbCTBA

to break commitments — Hapy1iaTh 00513aTEILCTBA

to stick to one's commitments — BBITIOTHATH 00s13aTEILCTBA

to change commitments — U3MEHHUTH B3sThIE Ha ce0Os 00s3aTEIbCTBA

to commit oneself to smth doing smth — cM. to make commitments
4. trade

volume of trading — 00beM TOProBIM, 3aKJIIOYEHHBIX CJIEIIOK,
OuprKeBOM 00OPOT LIEHHBIX OyMar
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unit of trading — eAMHUIIA TOPTOBJIM, YUCJIO aKI[UA B OCHOBE OJHOTO
OUPKEBOTO KOHTPAKTA

odd lot — HecTanAapTHas cAeIKa, OJJIOT

round lot — cTaHapTHAs CAENKA, KPYTIIbIi JIOT

the trading floor — TOProBbI# 3a71 OUPKU

the trading crowd — nunepel, WHTEPECYIOIIUECS KOHKPETHBIMU
LEHHBIMU OyMaramu rpynmnupyromuecs B onpeeIeHHOM MECTE OUPKU

trading post — TOPrOBBIN TTOCT

to be assigned to a trading post — ObITh 3aKPEIJICHHBIM 32 TOPTOBBIM
TOCTOM

trading hours — TOproBast ceccus

to execute trade — OCyIIECTBIISATh ONIEPAINU C [IEHHBIMU OyMaraMu

to trade shares (stocks, bonds) on an exchange — cm. to execute trade
5. profit

ant. loss

non-for-profit orgamization — HEKOMMeEpYECKasi OpraHu3aiusi,
OecripuObLIbHAS OPraHU3AIUS

to make profits for smb — IpUHOCUTH MPUOBLIL KOMY-JTHOO

to dispose of smth at a profit — peann3oBBIBaTh YTO-THOO C
PUOBLIBIO

fo fix a profit at — yCTaHOBUTH NMPHUOBLIb Ha KAKOM-JIMOO yPOBHE

to sell at a profit — ABNATHCS NPUOBLTLHBIM

to yield a profit of — npuHOCUTH NPUOBLTL B KAKOM-JIUOO pazMepe

to profit by smth/doing smth — TOTy4UTh BHITOY OT YET0-TU00

to be profitable — ObITH IPUOBUILHBIM
6. price

to come up in price — IOIHUMATHCS B 1IEHE

to come down in price — najgaTh B IICHE

to buy (sell) smth at a price — noxynats (MpojaBaTh) M0 KaKoW-1100
IIECHE

to set a price for — onpenenuTh IEHy Ha 4YTO- JU0O0, YCTaHABIMBAaTh
IIEHYy Ha 4To- JIN0O

to bargain for a better price — TpeboBaTh, N0OUBaTHCS Oo0JEE
PUEMIIEMBIX 11€H

to accept the price — COTIIACUTHCS Ha KaKyl0- IUOO IEHY

to price stocks — yCTaHaBIMBATh LIEHY Ha aKINU
7. list

to list the stock on the exchange — opuLIMAIBHO 3apErUCTPUPOBATH
aKIIMKA Ha OWpKe, TOMyCKaTh K KOTHPOBKE
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listed company (stock, securities) — KOMIaHUSI, aKIIUU KOTOPOM
KOTUPYIOTCS Ha (POHI0BOM OMpiKe, "'criMcouHass KoMITaHus"

listing — MOMyCK; KOTUPOBKA; JTUCTUHT

syn. quotation

quotation list — KOTHPOBOYHBIN OIOJIICTEHD

MARKET PLACE

The stock market. To some it's a puzzle. To others, it's a source of
profit and endless fascination. The stock market is the financial nerve
centre of any country. It reflects any change in the economy. It is sensitive
to interest rates, inflation and political events. In a very real sense, it has its
fingers on the pulse of the entire world.

Taken 1n its broadest sense, the stock market is also a control centre.
It i1s the market place where businesses and governments come to raise
money so that they can continue and expand their operations. It is the
market place where giant businesses and institutions come to make and
change their financial commitments. The stock market is also place of
individual opportunity.

The phrase "the stock market" means many things. In the narrowest
sense, a stock market is a place where stocks arc traded — that is bought
and sold. The phrase "the stock market" is often used to refer to the biggest
and most important stock market in the world, the New York Stock
Exchange, which is as well the oldest in the US. It was founded in 1792.
NYSE is located at 11 Wall Street in New York City. It is also known as
the Big Board and the Exchange. In the mid.1980s NYSE-listed shares
made up approximately 60% of the total shares traded on organized
national exchanges in the United Stales.

AMEX stands for the American Stock Exchange. It has the second
biggest volume of trading in the US, Located at 86 Trinity Place in
downtown Manhattan, the AMEX was known until 1921 as the Curb
Exchange, and it is still referred to as the Curb today.

Early traders gathered near Wall Street. Nothing could stop those
outdoor brokers. Even in the snow and rain they put up lists of stocks for
sale. The gathering place became known as the outdoor curb market, hence
the name the Curb. In 1921 the Curb finally moved indoors. For the most
part, the stocks and bonds traded on the AMEX are those of small to
medium-size companies whose shares are traded with the huge companies
whose shares are traded on the New York Stock Exchange.
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The Exchange is a non-for-profit corporation run by a board of
directors. Its member firms are subject to a strict and detailed self-
regulatory code. Self-regulation is a matter of self-interest for stock
exchange members. It has built public confidence in the Exchange. It is
also required by law. The US Securities and Exchange Commission (SEC)
administers the federal securities laws and supervises all securities
exchanges in the country. Whenever self-regulation doesn't do the job, the
SEC is likely to step in directly. The Exchange doesn't buy, sell or own any
securities nor does it set stock prices. The Exchange merely is the
marketplace where the public, "acting through member brokers, can buy
and sell at prices set by supply and demand.

It costs money to become an Exchange member. There are about 650
memberships or "seats" on the NYSE, owned by large and small firms and
in some cases by individuals. These seals can be bought and sold; in 1986
the price of a seat averaged around $600.000. Before you are permitted to
buy a seat you must pass a test that strictly scrutinizes your knowledge of
the securities industry as well as a check of experience and character.

Apart from the NYSE and the AM EX there are also "regional"
exchanges in the US, of which the best known are the Pacific, Midwest,
Boston and Philadelphia exchanges.

There is one more market place in which the volume of common
stock trading begins to approach that of the NYSE. It is trading of common
stock "over-the-counter" or "OTC" — that is not on any organized
exchange. Most securities other than common stocks are traded over-the-
counter. For example, the vast market in US Government securities 1s an
over-the-counter market. So is the money market — the market in which all
sorts of short-term debt obligations are traded daily in tremendous
quantities. Like-wise the market for long- and short-term borrowings by
state and local governments. And the bulk of trading in corporate bonds
also is accomplished over-the-counter.

While most of the common stocks traded over-the-counter are those
of smaller companies, many sizable corporations continue to be found on
the "OTC" list, including a large number of banks and insurance
companies.

As there is no physical trading floor, over-the-counter trading is
accomplished through vast telephone and other electronic networks that
link traders as closely as if they were seated in the same room. With the
help of computers, price quotations from dealers in Seattle, San Diego,
Atlanta and Philadelphia can be flashed on a single screen. Dedicated
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telephone lines link the more active traders. Confirmations are delivered
electronically rather than through the mail. Dealers thousands of miles
apart who are complete strangers execute trades in the thousands or even
millions of dollars based on thirty seconds of telephone conversation and
the knowledge that each is a securities dealer registered with the National
Association of Securities Dealers (NASD), the industry self-regulatory
organization that supervises OTC trading. No matter which way market
prices move subsequently, each knows that the trade will be honoured.

VOCABULARY PRACTICE

Ex. 1. Look at the words in the box, all of which are from this unit.
Match the words with the correct definition from the list below.

market order, OTC, odd lot, market value, listed company, round
lot, seat, market price, make a market, RR

1. Last reported price at which a security was sold on an exchange.

2. A term used to describe membership on an exchange.

3. Generally accepted unit of trading on a securities exchange.

4. An order to buy or sell a stated amount of security at the most
advantageous price obtainable after the order is represented in the trading
crowd.

5. Securities trade made for less than the normal trading unit.

6. Current market price of a security — as indicated by the latest trade
recorded.

7. An employee of a stock exchange who accepts buy and sell orders
from customers.

8. Maintain firm bid and offer prices in a given security by standing
ready to buy or sell round lots at publicly quoted prices.

9. Market in which securities transactions are conducted through a
telephone and computer network connecting dealers in stocks and bonds
rather than on the floor of an exchange.

10. A company whose securities are traded on an organized
exchange.
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Ex. 2. Look through this excerpt and then fill the spaces with
words from the box.

securities market, listed companies, listing, are traded, made
commitments, list

More than 1700 companies from around the world ... (1) their shares
on the New Stock Exchange. ... (2) their shares for sale to the public makes
it possible for these companies to raise capital for a wide variety of
productive purposes. ... (3) are the essence of the NYSE. Without them,
there would be no shares and no shareholders. The shares of ... (4) allow all
investor, both large and small, to participate in the growth and vitality of
the economy. Since the shares of many foreign companies ... (5) on the
NYSE, investors also have the opportunity to share in economic growth
world-wide.

UNIT 6
SECURITY

Associate, benefit, cash, own, asset, credit, outbid, value

Harvey met Arlene Hunter in the winter of 1949. She was the only
daughter of the President of the First City Bank of Boston. Until then
Harvey had never taken any real interest in women. His driving force had
always been making money, and although he considered the opposite sex a
useful relaxation in his free time, on balance he found them an
inconvenience. But having now reached what the glossy magazines
referred to as middle age and having no heir to leave his fortune to, he
calculated that it was time to find a wife who would present him with a
son. As with everything else that he had wanted in his life, he considered
the problem very carefully.

Harvey had first run into Arlene when she was thirty-one: quite
literally, when she had backed her car into his new Lincoln. She could not
have been a greater contrast to the short, uneducated, overweight Pole. She
was nearly six feet tall, slim and although not unattractive, she lacked
confidence and was beginning to think that marriage had passed her by.
Most of her school friends were already on their second divorces and felt
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rather sorry for her. Harvey's extravagant ways came as a welcome change
after her parents' prudish discipline, which she often felt was to blame for
her awkwardness with men of her own age.

Arlene's father did not approve of Harvey, and showed it, which only
made him more attractive to her. Her father had not approved of any of the
men she had associated with, but on this occasion he was right. Harvey on
the other hand realised that to marry the First City Bank of Boston with the
Lincoln Trust could only be of long-term benefit to him, and with that in
mind he set out, as he always did, to conquer. Arlene didn't put up much of
a battle.

Arlene and Harvey were married in 1951 at a wedding more
memorable for those who were absent than those who attended. They
settled into Harvey's Lincoln home outside of Boston and very shortly
afterwards Arlene announced she was pregnant. She gave Harvey a
daughter almost a year to the day after their marriage.

They christened her Rosalie, and she became the centre of Harvey's
attention. He sent Rosalie to Bennetts, the most expensive girls' school in
Washington, and from there she was accepted at Vasser to major in
English. This even pleased old man Hunter, who had grown to tolerate
Harvey and adore his grand-daughter. On gaining her degree, Rosalie
continued her education at the Sorbonne, after a fierce disagreement with
her father concerning the type of friends she was keeping, particularly the
ones with long hair who didn't want to go to Vietnam — not that Harvey
had done much during the Second World War, except lo cash in on every
shortage. The final crunch came when Rosalie dared to suggest that morals
were not to be decided only by length of hair or political views. Harvey
missed her, but refused to admit the fact to Arlene.

Harvey had three loves in his life: the first was still Rosalie, the
second was his paintings, and the third his orchids. The first had started the
moment his daughter was born. The second was a love that had developed
over many years and had been kindled in the strangest way. A client of
Sharpley & Son was about to go bankrupt while still owing a fairly large
sum of money to the company. Harvey got wind of it and went round to
confront him, but the rot had already set in and there was no longer any
hope of securing cash. Determined not to leave empty-handed, Harvey
took with him the man's only tangible asset — a Renoir valued at $10,000.

Harvey's intention was to sell the picture quickly before it could be
proved that he was a preferred creditor, but he became so entranced with
the fine brushwork and the delicate pastel shades that his only desire was
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to own more. When he realised that pictures were not only a good
investment, but that he actually liked them as well, his collection and his
love grew hand in hand. By the early 1970s, Harvey had a Manet, two
Monets, a Renoir, two Picassos, a Pissarro, a Utrillo, a Cezanne, as well as
most of the recognized lesser names, and he had become quite a
connoisseur of the Impressionist period. His one remaining desire was to
possess a Van Gogh, and only recently he had failed to acquire L'Hopital
de St Paul a St Remy at the Sotheby-Parke Bernet Gallery in New York,
when Dr Armand Hammer of Occidental Petroleum had outbid him —
$1,200.000 had been just a little too much for Harvey.

Earlier, in 1966, he had failed to acquire Lot 49, Mademoiselle
Ravoux, from Christie, Manson & Woods, the London art dealers;
although the Rev. Theodore Pitcairn, representing the Lord's New Crush in
Bryn Athyn, Pennsylvania, had pushed him over the top, he had only
whetted his appetite further. The Lord giveth, and on that occasion the
Lord had taken away. Although it was not fully appreciated in Boston, it
was already recognized in the art world that Harvey had one of the finest
Impressionist collections in the world, almost as widely admired as that of
Walter Annenberg, President Nixon's Ambassador to London who, like
Harvey, had been one of the few people to build up a major collection
since the Second World War.

Harvey's third love was his prize collection of orchids, and he had
three times been a winner at the New England Spring Flower Show in
Boston, twice beating old man Hunter into second place.

VOCABULARY NOTES
1. associate

to associate with smb — o0mATHCA ¢ KEM-JTU00

to associate oneself with smb/smth — conmunapu3upoBaTbCsl C KEM-
In00/4eM-11u00

ant. fo dissociate oneself from smb/doing smth — OTMeXKEBBIBaThCA OT
KOTr0-T1100/4€ero-indo
2. benefit

to be of (a) long term benefit to smb — TPUHOCUTH KOMY-JTHOO
JOJITCOCPOYHYIO BBITOY

to benefit from smth/doing smth — 1oay4ath BbITOJly OT 4E€TO-I100
3. cash

to cash in on smth (shortage, difficulties) — HaxuBaThCA Ha 4YEM-JIHOO

fo secure cash — NOTYy4YUTh JEHBIU (HAJTUYHBIMU)
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4. owe
to owe smth to a company — 3a10JKaTh YTO-TU00 KOMIOAHUU
to owe smb smth — 3a107XKaTh 4TO-TH00 KOMY-JIHO0
5. asset
tangible asset — MaTepHUalIbHbIC AKTUBBI
6. credit
to be in credit — moJIb30BATHCS JOBEPHUEM
preferred creditor — xpeauTop, 00JAAAIOIMIUN MPEUMYIIIECTBEHHBIMHU
IpaBaMu
7. outbid
to outbid smb — mpennoxuth Oojiee BBICOKYIO IIEHY, NepeOuBaTh
IIEHY
8. value
to be valued at $ 10,000 — ouenuBatbes B 10,000 momtapos

WORD-COMBINATIONS

1.  to leave ome's fortune to an heir (heiress) — OCTaBUTb CBOE
COCTOSIHUE HACJICTHUKY (HACTIETHUIIEC)

2. to run into smb/smth — CTOJIKHYTbCS C KEM-TH00/4eM-TTn00

3.  tosetout to do smth — IPUCTYNUTH K YeMY-TTHOO

4.  to put up a battle (resistance) — 0ka3bIBaB COPOTUBJICHUE

5.  to go bankrupt — 00aHKPOTUTHCS

6. to get wind of smth — y3HaThb 0 4eM-T1M00, IPOHIOXATh O YEM-

160

7. to build up a collection — cobpaTh KOJUICKIIHIO

8. to beat smb into second place — octaBUTH KOro-1u00O Ha
BTOPOM MECTE

Problem questions:

1. How can you account for financial terms used by the author to
describe Harvey Metcalfe's relations with women, his future wife
included?

2. Was Arlene Hunter a good match? Was it a marriage of love or
convenience?

3. How can you explain Harvey Metcalfe's love for paintings and
orchids? Did he refine over the years?
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VOCABULARY NOTES
1. security

gilt-edged security (about bonds) — nepBokiIaccHblE, 0C000
HaJIC)KHBIC IIEHHBIC OymMaru

syn. blue chip (about stocks)

convertible security — KOHBEPTUPYEMbIE [ICHHbIE OyMaru

listed security — T1eHHbIe OyMaru, JOINYIIEHHBIE Ha OHUPXKY,
3aperuCTPUPOBAHHbBIC IIEHHBIE OyMaru

off-board security — ueHHbIE Oymarv, He 3apeTUCTPUPOBAHHBIC Ha
oupixe

syn. unlisted security

negotiable security — oOpaTUMbIe IIECHHBIC OyMaru

non-negotiable security — HeoOpaTUMBbIE IIEHHBIE OyMaru

government security — IPaBUTEIHLCTBEHHBIC (Ka3HAYCHCKHE) IIEHHBIC

Oymaru

government agency issue — TICHHbIE OyMaru, BBINYIIICHHBIS
IPaBUTEIHLCTBECHHBIMU YUPEKICHUSIMU
2. stock

authorized stock — pa3pelnieHHbIE K BBIMYCKY aKIIMH, HOMUHAIbHBIHA
KaIuTa

issued stock — BBITTYIIIEHHBIE aKIIAH, BRITYIIICHHBIN KaITATAaJ

unissued stock — HEBBIITYIIIEHHBIC aKIIUW, HEBBITYIIICHHBIA KaITUTa

outstanding stock — BBIIIYIIICHHBIE AKIIUU B pyKax JeprKareiei

treasury stock — BBINTyIIEHHBIC aKIIUU B COOCTBEHHOCTH KOMITAHHH-
OMUTEHTA

common stock — OOBIKHOBEHHAS aKI[HsA

syn. ordinary share

preferred stock — mpuBUIErupoBaHHAs aKIIHSI

growth stock — akuuys pocrta

cyclical stock — nuknu4eckas akius

stock company — akiimoHepHasi KOMITaHUS

stock certificate — axKUMOHEPHBIM cepTU(PUKAT, CBUIETEIHCTBO Ha
aKIIAIO

to go up (down) — mogHUMAaThCs (1Ma1aTh) B IIEHE

to drop in price — yracTh B 1ICHE

to hold a stock in — BnageTh akIUIMU KaKOT0-TM00 TIPEATIPHUSATUS

to own (buy, sell) stock — BnageTh akMsIMH; NMPOAaBaTh, MOKYMATh
aKIAH

stockholder — axunonep
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syn. shareholder

investor
3. bond

to issue bonds — BbITyCKaTh OOJIUTAIIHN

fo come to maturity — BBIXOJAUTH B TUPAXK

syn. to reach maturity

to redeem a bond on a maturity date — moramarb OOJHUTaIlUU C
HACTYIUICHHEM CPOKa

bondholder — obnuranuonep

4. invest
to invest in smth — UIHBECTUPOBATh, BKJIAJBIBATh BO Y-JI
to invest smth at short term (long term) — OCYIIECTBIATD,

KPaTKOCPOYHBIE (JIONTOCPOYHBIE) HHBECTHUIIUH
to invest in the order of — OCyIIECTBISATh HHBECTHUIIUU B pa3Mepe

to invest for fixed income — BKJIabIBaTh KalHUTI C LEJbIO
noJiy4eHus: (PUKCUPOBAHHOTO J0X0/1a
long-term (short-term) investment — JIOJITOCPOYHBIE

(KpaTKOCPOYHBIE) HHBECTUITAN

to be a reasonable (profitable) investment — IBIATHCS ONPaBAaHHBIM
(pa3yMHBIM) KallUTaJIOBIOKEHUEM

investment company — UHBECTULIMOHHBIN TPECT

investment fund — ATHBECTUIIMOHHBIA (POH]

institutional  investor ~ —  WHCTUTYLIMOHAJIBHBIA  WHBECTOP,
YUPEKIECHUE-BKIIATUUK
5. trust

to act in trust for smb — OCyIIECTBIIATH OMEPALIUU MO TOBEPECHHOCTHU

to hold smth in trust for smb — pacmopsKaTbCi 4YE€M-THOO TIO
JIOBEPEHHOCTH

to keep stocks in trust tor smb — yIpaBISATh aKIUAMH 10
JIOBEPEHHOCTH

trust company — TpaCTOBasi KOMIAHU

a trustee — NOICYUTECIIb
6. liability

limited liability — orpann4yeHHas OTBETCTBEHHOCTh

to be liable for one's obligations (to the extent of one's property) —
OTBeUaTh IO CBOWM  O0Osi3aTenbcTBaAM  (BCEM  IIPHUHAJJICKAIUM
MMYIIIECTBOM)
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7. legal entity
to be a legal entity — ABISATHCS IOPUIUYECKUM JTUIIOM
syn. to have legal personality
8. liquidate
to go into liquidation — 3asBIATH O TUKBUIAIINN
to be put into liquidation — OBITh TUKBUIUPOBAHHBIM
to publish notice of liquidation — mnomMecTUTh OOBSBJICHUE O
JTUKBUAAITAN
9. owner
to be part owner of smth — ObITb COBJAJCIbIEM Y-JI
syn. to be co-owners
to be joint owners
to be state-owned — ABISTHCS TOCYJAPCTBEHHBIM MIPEANPUATHEM
to be privately-owned — SBIISITbCSA YaCTHBIM MPEANPUITHEM
to be domestically-owned — ABNSThCS HAMOHAJIBHBIM IPEANPUATHEM

SECURITIES. CATEGORIES OF COMMON STOCK

There is a lot to be said about securities. Security is an instrument
that signifies (1) an ownership position in a corporation (a stock), (2) a
creditor relationship with a corporation or governmental body (a bond), or
(3) rights to ownership such as those represented by an option, subscription
right, and subscription warrant.

People who own stocks and bonds are referred to as investors or,
respectively, stockholders (shareholders) and bondholders. In other words
a share of stock is a share of a business. When you hold a stock in a
corporation you are part owner of the corporation. As a proof of ownership
you may ask for a certificate with your name and the number of shares you
hold. By law, no one under 21 can buy or sell stock. But minors can own
stock if kept in trust for them by an adult. A bond represents a promise by
the company or government to pay back a loan plus a certain amount of
interest over a definite period of time.

We have said that common stocks are shares of ownership in
corporations. A corporation is a separate legal entity that is responsible for
its own debts and obligations. The individual owners of the corporation are
not liable for the corporation's obligations. This concept, known as limited
liability, has made possible the growth of giant corporations. It has allowed
millions of stockholders to feel secure in their position as corporate
owners. All that they have risked 1s what they paid for their shares.
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A stockholder (owner) of a corporation has certain basic rights in
proportion to the number of shares he or she owns. A stockholder has the
right to vote for the election of directors, who control the company and
appoint management. If the company makes profits and the directors
decide to pay part of these profits to sharecholders as dividends, a
stockholder has a right to receive his proportionate share. And if the
corporation is sold or liquidates, he has a right to his proportionate share of
the proceeds.

What type of stocks can be found on stock exchanges? The question
can be answered in different ways. One way is by industry groupings.
There are companies in every industry, from aerospace to wholesale
distributors. The oil and gas companies, telephone companies, computer
companies, auto companies and electric utilities are among the biggest
groupings in terms of total earnings and market value. Perhaps a more
useful way to distinguish stocks is according to the qualities and values
investors want.

Growth Stocks. The phrase "growth stock" 1s widely used as a term
to describe what many investors are looking for. People who are willing to
take greater-than-average risks often invest in what is often called "high-
growth" stocks — stocks of companies that are clearly growing much faster
than average and where the stock commands a premium price in the
market. The rationale is that the company's earnings will continue to grow
rapidly for at least a few more years lo a level that justifies the premium
price. An investor should keep in mind that only a small minority of
companies really succeed in making earnings grow rapidly and
consistently over any long period. The potential rewards are high, but the
stocks can drop in price at incredible rates when earnings don't grow as
expected. For example, the companies in the video game industry boomed
in the early 1980s, when it appeared that the whole world was about to turn
into one vast video arcade. But when public interest shifted to personal
computers, the companies found themselves stuck with hundreds of
millions of dollars in video game inventories, and the stock collapsed.

There 1s less glamour, but also less risk, in what we will call — for
lack of a better phrase — "moderate-growth" stocks. Typically, these might
be stocks that do not sell at premium, but where it appears that the
company's earnings will grow at a faster-than-average rate for its industry.
The trick, of course, is in forecasting which companies really will show
better-than-average growth; but even if the forecast is wrong, the risk
should not be great, assuming that the price was fair to begin with.
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There's a broad category of stocks that has no particular name but
that is attractive to many investors, especially those who prefer to stay on
the conservative side. These are stocks of companies that are not
glamorous, but that grow in line with the economy. Some examples are
food companies, beverage companies, paper and packaging manufacturers,
retail stores, and many companies in assorted consumer fields.

As long as the economy is healthy and growing, these companies are
perfectly reasonable investments; and at certain times when everyone is
interested in "glamour" stocks, these "non-glamour" issues may be
neglected and available at bargain prices. Their growth may not be rapid,
but it usually is reasonably consistent. Also, since these companies
generally do not need to plow all their earnings back into the business, they
tend to pay sizable dividends to their stockholders, In addition to the real
growth that these companies achieve, their values should adjust upward
over time in line with inflation — a general advantage of common stocks
that is worth repeating.

Cyclical Stocks. These are stocks of companies that do not show any
clear growth trend, but where the stocks fluctuate in line with the business
cycle (prosperity and recession) or some other recognizable pattern.
Obviously, one can make money if he buys these near the bottom of a price
cycle and sells near the top. But the bottoms and tops can be hard to
recognize when they occur; and sometimes, when you think that a stock is
near the bottom of a cycle, it may instead be in a process of long-term
decline.

Special Situations. There's a type of investment that professionals
usually refer to as "special situations". These are cases where some
particular corporate development — perhaps a merger, change of control,
sale of property, etc. — seems likely to raise the value of a stock. Special
situation investments may be less affected by general stock market
movements than the average stock investment; but if the expected
development doesn't occur, an investor may suffer a loss, sometimes
sizable. Here the investor has to judge the odds of the expected
development's actually coming to pass.

VOCABULARY PRACTICE

Ex. 1. Look at the words in the box, all of which are from this unit.
Match the words with the correct definition from the list below.
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authorized stock, gilt-edged security, growth stock, listed security,
maturity, common stock, investment company, preferred stock, liability,
trust company, legal entity

1. Stock of a corporation that has exhibited faster-than-average gains
in earnings over the last few years and is expected to continue to show high
levels of profit growth.

2. Claim on assets of a company or individual.

3. Class of capital stock that plays dividends at a specified rate and
has preference in the payment of dividends. It does not ordinarily carry
voting rights.

4. Stock or bond of a company that has demonstrated over a number
of years that it is capable of earning sufficient profits to cover dividends on
stocks and interest on bonds with great dependability.

5. Units of ownership of a public corporation. Stockholders are
entitled to vote on the selection of directors and other important matters as
well as to receive dividends on their holdings.

6. Stock or bond that has been accepted for trading by one of the
organized and registered securities exchanges.

7. Date on which the principal amount of a debt instrument becomes
due and payable.

8. Organization, usually combined with a commercial bank, which is
engaged as a trustee for individuals and businesses.

9. Firm that, for a management fee, invests the pooled funds of small
investors in securities appropriate for its stated investment objectives.

10. Person or organization that has the legal standing to enter into a
contract and may be sued for failure to perform as agreed in the contract.

11. Maximum number of shares of any class a company may legally
create under the terms of its article of incorporation.

Ex. 2. Look through this excerpt and then fill the spaces with words
from the box. Translate the text into Russian.

limited liability, jointly owned, separate legal entity, invest at short
term, shares of stock, put into liquidation, are not liable, stockholders
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Small businesses are often owned by an individual, or by a
partnership consisting of two or more people, that is ... (1). Ownership in a
corporation is represented by ... (2). A corporation is ... (3) responsible for
its own debts. The individual owners, called ... (4), ... (5) for corporate
obligations. This concept, known as ... (6) has made possible the growth of
giant corporations.

UNIT 7
STOCKS

Application, resident, licence, tax, strike, share, regulation,
allocate

Although Harvey had mellowed over the years and cut down on his
more dubious deals, he could never resist the chance to take a risk if he
thought the reward was likely to be big enough. One such golden
opportunity presented itself in 1964 when Her Majesty's Government
invited applications for exploration and production licences in the North
Sea. At that time neither the British Government nor the civil servants
involved had any idea of the future significance of the North Sea oil, or the
role it would eventually play in British politics. If the Government had
known that in 1978 the Arabs would be holding a pistol to the heads of the
rest of the world, and the British House of Commons would have eleven
Scottish Nationalist Members of Parliament, it would surely have reacted
in a totally different way.

On May 13th, 1964, the Secretary of State for Power laid before
Parliament 'Statutory Instrument — No. 708 — Continental Shelf —
Petroleum'. Harvey read this particular document with great interest,
thinking that it might well be a means of making an exceptional killing. He
was particularly fascinated by Paragraph 4 of the document, which read:

"Persons who are citizens of the United Kingdom and Colonies and
are resident in the United Kingdom or who are bodies corporate
incorporated in the United Kingdom may apply in accordance with these
Regulations for:

(a) a production licence; or,

(b) an exploration licence."

When he had studied the Regulations in their entirety, he had to sit
back and think hard. Only a small amount of money was required to secure
a production and exploration licence. As Paragraph 6 went on to point out:
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"(1) With every application for a production licence there shall be
paid a fee of two hundred pounds with an additional fee of five pounds for
every block after the first ten in respect whereof that application is made.

(2) With every application for an exploration licence there shall be
paid a fee of twenty pounds."

Harvey couldn't believe it. How easy it would be to use such a
licence to create the impression of a vast enterprise! For a few hundred
dollars he could be alongside such names as Shell, BP, Total, Gulf and
Occidental.

Harvey went over the Regulations again and again, hardly believing
that the British Government could release such potential for so small an
investment. Only the application form, an elaborate and exacting
document, now stood in his way. Harvey was not a British subject, none of
his companies was British and he realised he would have problems of
presentation. He decided that his application must therefore be backed by a
British bank and that he would set up a company whose directors would
win the confidence of the British Government.

With this in mind, early in 1964, he registered at Companies House
in England a firm called Prospecta Oil, using Malcolm, Bottnick and Davis
as his solicitors and Barclays Bank, who were already the Lincoln Trust's
representatives in Europe, as his bankers. Lord Hunnisett became
Chairman of the company and several distinguished public figures joined
the Board, including two ex-Members of Parliament who had lost their
seats when the Labour Party won the 1964 Election. Prospecta Oil issued
2,000,000 10-pence shares at one pound, which were all taken up for
Harvey by nominees. He also deposited $500,000 in the Lombard Street
branch of Barclays Bank.

Having thus created the front, Harvey then used Lord Hunnisett to
apply for the licence from the British Government. The new Labour
Government elected in October 1964 was no more aware of the
significance of the North Sea o1l than the earlier Conservative
administration. The Government's requirements for a licence were a rent of
212,000 a year for the first six years, 12 '/, per cent revenue tax, and a
further Capital Gains tax on profits; but as Harvey's plan was to reap
profits for himself rather than the company that presented no problems.

On May 22nd, 1965, the Minister of Power published in the London
Gazette the name of Prospecta Oil among the fifty-two companies granted
production licences. On August 3rd, 1965, Statutory Instrument No. 1531
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allocated the actual areas. Prospecta Oil's was 51°50'00" N: 2°3020" E, a
site adjacent to one of BP's holdings.

Then Harvey sat back, waiting for one of the companies which had
acquired the North Sea sites to strike oil. It was a longish wait but Harvey
was 1n no hurry, and not until June 1970 did BP make a big commercial
strike in their Forties Field. BP had already spent over $1 billion in the
North Sea and Harvey was determined to be one of the main beneficiaries.
He was now on to another winner, and immediately set the second part of
his plan in motion.

Early in 1972 he hired an oil rig which, with much flourish and
advance publicity, he had towed out to the Prospecta Oil site. Having hired
the rig on the basis of being able to renew the contract if he made a
successful strike, he engaged the minimum number of workers allowed by
the Government Regulations, and then proceeded to drill to 6,000 feet.
After this drilling had been completed he released from the company's
employment all those involved, but told Reading & Bates, from whom he
had rented the rig, that he would be requiring it again in the near future and
therefore would continue to pay the rental.

Harvey then released Prospecta Oil shares on to the market at the rate
of a few thousand a day for the next two months, all from his own stock,
and whenever the financial journalists of the British Press rang to ask why
these shares were steadily rising, the young public relations officer at
Prospecta Oil's city office would say, as briefed, that he had no comment to
make at present but there would be a press statement in the near future;
some newspapers put two and two together and made about fifteen. The
shares climbed steadily from 10 pence to nearly 12 under the guidance of
Harvey's chief executive in Britain, Bernie Silverman, who, with his long
experience of this kind of operation, was only too aware of what his boss
was up to. Silverman's main task was to ensure that nobody could show a
direct connection between Metcalfe and Prospecta Oil.

In January 1974 the shares stood at £3. It was then that Harvey was
ready to move on to the third part of his plan, using Prospecta Oil's
enthusiastic new recruit, a young Harvard graduate called David Kesler, as
the fall-guy.

NOTES

1. The Arabs would be holding a pistol to the heads of the rest of the
world — the Arabs being the biggest oil producer would dictate their terms
to the rest of the world.

2. BP — British Petroleum
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VOCABULARY NOTES
1. application

to invite an application for smth — 00BSBISITE KOHKYPC Ha YTO-JIMOO,
MPUTJIAIATh K YIaCTHIO B 4eM-TH00

syn. to apply for smth — oOpaimatbcsi 3a 4eM-TM0O0, HAIMPaBISIThH
3asBJICHUE

to make an application

to back an application — mopnep>KvWBaTh 3aABJICHHE, BBICTYIAThH
rapaHnToM

application form — O6J1aHK 3asBJICHUS
2. resident

to be resident in — IpoXUBaTh B, ObITh PE3UAECHTOM
3. licence

exploration and production licence — nuIeH3UsT Ha TIOUCKU U
pa3pabOTKy MECTOPOKICHUS

to secure a licence — MONy4UTh JIUIICH3UIO

to grant a licence — IpeaOCTaBUTh JIULEH3UIO
4. tax

revenue tax — MIOJOXOHBIN HAJIOT

capital gains tax on profits — HajIOr Ha MPUOBLIL OT KanmuTansa
5. strike

to strike oil — OTKPBITh HEPTIHOE MECTOPOKICHHE

to make a successful (commercial) strike in — OTKPBITh
MEPCIEKTUBHOE (MPOMBIIIJICHHOE) MECTOPOKICHHE
6. share

to issue shares — BBITTyCKaTh aKIUN
to release shares at the rate — poJiaBaTh aKIUU 1O KaKOU-TUOO 1IeHE

WORD-COMBINATIONS

. to go over a regulation — N3y4nuTh B JCTAJIAX TOJIOKCHHE

. to stand in smb's way — memiaTh KOMy-JI100

. to set up a company (a bank) — co3nath kommnanuo (0aHK)

to win the confidence of — 3apy4UThCS MOJJIEPKKON KOTO-THO0
. to reap profits — IO)XUHATh TIOJIbI

. to put two and two together — OlIeHUTh OOCTAaHOBKY

. to set smth into motion — IPUBECTU YTO-IU00 B JICHCTBUE

. to be up to smth — 3aMBIIIATH YTO-THO0

. to allocate an area — pacnipenensiTh y4acTKu

O 00 LAWK —
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Problem Questions:

1. In what way from your point of view did the British Government
underestimate the significance of the North Sea 01l? Give your reasons.

2. Why was it of paramount importance for Harvey Metcalfe to
create the impression of a vast enterprise?

3. Why did Harvey Metcalfe have to take Bernie Silverman into
confidence? Why couldn't he realize the plan single-handed?

4. What possible pitfalls that might ruin his plans did Harvey
Metcalfe manage to avoid? Prove your point.

5. Do you admire Harvey Metcalfe's acumen under the
circumstances? Support your answer.

VOCABULARY NOTES
1. dividend
dividend-bearing securities — T1eHHble OyMmarv, MPUHOCSIINE
IUBUIEH
dividend in arrears — TUBUIEH]T, IOJICKAIIINN BBIIIATE
deferred dividend — nmpocpodeHHBIC TUBUICH b
optional dividend — nuBuneHHA, yIJadyuBaeMbIi JEHbIraMU WA B
dbopme akiui
taxable dividend — nuBuaeH I, MOUIEKAIIUNA 00I0KEHUIO HAJIOTOM
preferred dividend — nuBuieH 1 10 NPUBUIETUPOBAHHBIM AKIIUSIM
dividend warrant — 4ek, 10 KOTOPOMY BBITJIAYUBAIOTCS JUBUJICH IbI
to pay cash dividends — BblILIauMBaTHL AUBHUACHIBI B JCHEKHOM
dbopme
to pay share dividends — BeITTaunBaTh TUBUIACHIBI B (POpME aKIIHiA
to be entitled to dividends — nmeTb paBo Ha MOJIyYE€HUE TUBUJICH/IOB
to cut a dividend — BBITUIATUTHh MEHBILANA TUBUIECHT
to pass a dividend — He BBIIUIATUTH AUBUJICH]T
2. Treasury notes — Ka3Ha4€CKUE CPEAHECPOUHBIC OOIUTAIIUN

3. Treasury bills — ka3Hauelickue KpaTKOCPOYHBbIE OOJIUTaLINH,
Ka3HAYEHCKNE BEKCEIA
4. bond

Treasury bond — xa3Hauenickue JOJITOCPOUYHBIE OOTUTAIINN
corporate bond — 06Uraliiii TPOMBIIIIJICHHBIX KOMIIaHUN
municipal bond — myHuIUNIAILHBIE OOJIUTAIIUN
convertible bond — koHBepTUpPyEMBIE OOJIUT AU

syn. convertible debenture
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tax-exempt bond — obnurauus, 10X0J OT KOTOPOW OCBOOOXKIEH OT
HAJOTOBOT0 00JI0KEHUS

government bond — paBUTENbCTBEHHAS OOJIUTALINS

premium bond — oOIUTAIIN BEIMTPHIIIHOTO 3aiiMa

savings bond — cOeperarenbHasi 0OIUT AU

optional bond — obnuraiys ¢ IpaBoOM JIOCPOYHOTO TTOTAIICHUS
5. tax

after tax — ocine BbIYETA HAJIOTa

before tax — 0o BeIUETA HAJIOTA

to levy a tax on smb — BBOAUTb HAJIOT Ha KOT0-JIHM00

syn. to impose a tax on smb

to collect taxes — coOupaTh HAJIOTH

to evade taxes — yKJIOHSTHCSI OT HAJIOTOB

to be exempt from tax — ObITH OCBOOOKJICHHBIM OT HajOTa

syn. fo enjoy tax exemption

to carry a tax advantage over smth — WMETb, TOJIb30BAThCS
HAJIOTOBBIMU JIbTOTAMHU

to offset tax advantages — cOaTaHCUPOBATH HAJIIOTOBBIE JII'OTHI

6. par

par value — HOMUHaJIbHAS CTOUMOCTh

syn. nominal, face value

to be above par — BbIllle HOMUHAJA

to be at par — 10 HOMUHAITY

to be below par — HM>X€ HOMUHAJIA

to be on a par with smth — HapaBHE C YeM-TH00
7. option

option writer — IpOJAABEL ONIMOHA

to deal in options — BeCTH OMPIKEBBIC OMEPAITUHU C ONIIIMOHAMH

a call — ommuon "komn", maroUMA MpaBO KYMHHUTh OIpEIeICeHHOE
KOJIMYECTBO IIEHHBIX OyMmMar 1o (UKCUPOBAHHOW IICHE B TEUCHHE
OTOBOPEHHOTO CPOKa

a put — ONUHWOH "MyT", MAIOIHAN MOPaBO MPOJATH OINPEACICHHOE
KOJMYECTBO IIEHHBIX OyMmar 10 (UKCUPOBAHHOW TII€HE B TEUCHHUE
OTOBOPEHHOT'O CPOKa

a put and call option (PAC) — "ctpaaan", oqHOBpEMEHHAs MMOKYTIKa

onuuoHoB "myT" u "komn"
8. future

futures contract — (pprOYEPCKUN KOHTPAKT
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futures position — prrodepckas Mo3uIMs, HEUCIIOJHEHHBIN KOHTPAKT
Ha MOKYIIKY WY MPOJaKy TOrO UM MHOTO KOHTPAaKTa
9. warrant

subscription warrant — TOJIUCHON cepTU(UKAT

PREFERRED STOCKS

A preferred stock is a stock which bears some resemblances to a
bond (see below). A preferred stockholder is entitled to dividends at a
specified rate, and these dividends must be paid before any dividends can
be paid on the company's common stock. In most cases the preferred
dividend 1s cumulative, which means that if it isn't paid in a given year, it
is owed by the company to the preferred stockholder. If the corporation is
sold or liquidates, the preferred stockholders have a claim on a certain
portion of the assets ahead of the common stockholders. But while a bond
is scheduled to be redeemed by the corporation on a certain "maturity"
date, a preferred stock is ordinarily a permanent part of the corporation's
capital structure. In exchange for receiving an assured dividend, the
preferred stockholder generally does not share in the progress of the
company; the preferred stock is only entitled to the fixed dividend and no
more (except in a small minority of cases where the preferred stock is
"participating"” and receives higher dividends on some basis as the
company's earnings grow).

Many preferred stocks are listed for trading on the NYSE and other
exchanges, but they are usually not priced very attractively for individual
buyers. The reason is that for corporations desiring to invest for fixed
income, preferred stocks carry a tax advantage over bonds. As a result,
such corporations generally bid the prices of preferred stocks up above the
price that would have to be paid for a bond providing the same income. For
the individual buyer, a bond may often be a better buy.

Bonds-Corporate

Unlike a stock, a bond is evidence not of ownership, but of a loan to
a company (or to a government, or to some other organization). It is a debt
obligation. When you buy a corporate bond, you have bought a portion of a
large loan, and your rights are those of a lender. You are entitled to interest
payments at a specified rate, and to repayment of the full "face amount" of
the bond on a specified date. The fixed interest payments are usually made
semi-annually. The quality of a corporate bond depends on the financial
strength of the issuing corporation.
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Bonds are usually issued in units of $1,000 or $5,000, but bond
prices are quoted on the basis of 100 as "par" value. A bond price of 96
means that a bond of $1,000 face value is actually selling at $960. And so
on.

Many corporate bonds are traded on the NYSE, and newspapers
carry a separate daily table showing bond trading. The major trading in
corporate bonds, however, takes place in large blocks of $100,000 or more
traded off the Exchange by brokers and dealers acting for their own
account or for institutions.

Bonds-U.S. Government

U.S. Treasury bonds (long-term), notes (intermediate-term) and bills
(short-term), as well as obligations of the various U.S. government
agencies, are traded away from the exchanges in a vast professional market
where the basic unit of trading is often § 1 million face value in amount.
However, trades are also done in smaller amounts, and you can buy
Treasuries in lots of $5,000 or $10,000 through a regular broker. U.S.
government bonds are regarded as providing investors with the ultimate in
safety.

Bonds-Municipal

Bonds issued by state and local governments and governmental units
are generally referred to as "municipals" or "tax-exempts", since the
income from these bonds is largely exempt from federal income tax.

Tax-exempt bonds are attractive to individuals in higher tax brackets
and to certain institutions. There are many different issues and the
newspapers generally list only a small number of actively traded
municipals. The trading takes place in a vast, specialized over-the-counter
market. As an offset to the tax advantage, interest rates on these bonds are
generally lower than on U.S. government or corporate bonds. Quality is
usually high, but there are variations according to the financial soundness
of the various states and communities.

Convertible Securities

A convertible bond (or convertible debenture) i1s a corporate bond
that can be converted into the company's common stock under certain
terms. Convertible preferred stock carries a similar "conversion privilege".
These securities are intended to combine the reduced risk of a bond or
preferred stock with the advantage of conversion to common stock if the
company is successful. The market price of a convertible security generally
represents a combination of a pure bond price (or a pure preferred stock
price) plus a premium for the conversion privilege. Many convertible
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issues are listed on the NYSE and other exchanges, and many others are
traded over-the-counter.

Options

An option is a piece of paper that gives you the right to buy or sell a
given security at a specified price for a specified period of time. A "call" is
an option to buy, a "put" is an option to sell. In the simplest form, these
have become an extremely popular way to speculate on the expectation
that the price of a stock will go up or down. In recent years a new type of
option has become extremely popular: options related to the various stock
market averages, which let you speculate on the direction of the whole
market rather than on individual stocks. Many trading techniques used by
expert investors are built around options; some of these techniques are
intended to reduce risks rather than for speculation.

Rights

When a corporation wants to sell new securities to raise additional
capital, it often gives its stockholders rights to buy the new securities (most
often additional shares of stock) at an attractive price. The right 1s in the
nature of an option to buy, with a very short life. The holder can use
("exercise") the right or can sell it to someone else. When rights are issued,
they are usually traded (for the short period until they expire) on the same
exchange as the stock or other security to which they apply.

Warrants

A warrant resembles a right in that it is issued by a company and
gives the holder the option of buying the stock (or other security) of the
company from the company itself for a specified price. But a warrant has a
longer life — often several years, sometimes without limit. As with rights,
warrants are negotiable (meaning that they can be sold by the owner to
someone else), and several warrants are traded on the major exchanges.

Commodities and Financial Futures

The commodity markets, where food stuff and industrial
commodities are traded in vast quantities, are outside the scope of this text.
But because the commodity markets deal in "futures" — that is, contracts
for delivery of a certain good at a specified future date — they have also
become the center of trading for "financial futures", which, by any logical
definition, are not commodities at all.

Financial futures are relatively new, but they have rapidly zoomed in
importance and in trading activity. Like options, the futures can be used for
protective purposes as well as for speculation. Making the most headlines
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have been stock index futures, which permit investors to speculate on the
future direction of the stock market averages. Two other types of financial
futures are also of great importance: interest rate futures, which are based
primarily on the prices of U.S. Treasury bonds, notes, and bills, and which
fluctuate according to the level of interest rates; and foreign currency
futures, which are based on the exchange rates between foreign currencies
and the U.S. dollar. Although, futures can be used for protective purposes,
they are generally a highly speculative area intended for professionals and
other expert investors.

VOCABULARY PRACTICE
Ex. 1. Look at the words in the box, all of which are from this unit.
Match the words with the correct definition from the list below.

option writer, dividend payable, futures contract, dividend in
arrears, corporate bond, optional dividend, optional bond, subscription
warrant, par value, convertible bond

1. Agreement to buy or sell a specific amount of a commodity or
financial instrument at a particular price on a stipulated future date.

2. Dividend that can be paid either in cash or in stock. The
shareholder entitled to the dividend makes the choice.

3. Value of a security which is worth the same cash amount it was
1ssued for or at which it will be redeemed at maturity.

4. Accumulated dividend on cumulative preferred stock, which is
payable to the current holder.

5 Bond whose principal or/and interest are payable, at the option of
the holder, in one or more foreign currencies as well as in domestic
currency.

6. Person or financial institution that sells put or call options.

7. Debt instrument issued by a private corporation, as distinct from
one issued by a government agency or a municipality.

8. Corporate securities that are exchangeable for a set number of
another form at a pre-stated price.

9. Cash amount of dividends that are to be paid as reported in
financial statements.

10. Type of security, usually issued together with a bond or preferred
stock that entitles the holder to buy a proportionate amount of common
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stock at a specified price, usually higher than the market price at the time
of issuance, for a period of years or to perpetuity.
Ex. 2. Look through these excerpts and then fill the spaces with

words from the box. Translate the text into Russian.

carry a tax advantage, free from tax, on par with, reduced income

When a corporation ... (1) to its shareholders out of earnings, those
dividends ... (2) as ordinary income, at full rates. The 1986 law did away
with an "exclusion" that previously made the first $100 of dividends
completely ... (3). But the law also ... (4) across the board, so that most

investors now pay lower rates of federal income tax on their dividends than
they did before.

quoted, tax-exempt bond, sold at, above, below par, market value,

II. A Treasury bond may be sold to any individual or corporation.
Prices are set in accordance with the level of interest rates at that time. This
means that the T bond may be ... (1). If interest rates have risen above the
coupon rate of the T bond, the selling price most likely would drop below
the T bond's ... (2). To check the current ... (3) of a T bond, one should see
the bid price in the issue one owns as ... (4) in the published securities
listings.

UNIT 8
STOCKMARKETS

Deposit, invest, investment, share, cash, broker, transaction

On the train down to the university city he thought about Stephen
Bradley, who had been a friend in his Harvard days and had generously
helped David and other students in mathematics classes that year. Stephen,
now a visiting Fellow at Magdalen College, was undoubtedly one of the
most brilliant scholars of David's generation. He had won the Kennedy
Memorial Scholarship to Harvard and later in 1970 the Wister Prize for
Mathematics, the most soughtafter award in the mathematical faculty.
Although in monetary terms this award was a derisory $80 and a medal, it
was the reputation and job offers it brought with it that made the
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competition so keen. Stephen had won it with consummate ease and
nobody was surprised when he was successful in his application for a
Fellowship at Oxford. He was now in his third year of research at
Magdalen. His papers on Boolean algebra appeared at short intervals in the
Proceedings of the London Mathematical Society, and it had just been
announced that he had been elected to a Chair in Mathematics back at his
Alma matter, Harvard, to commence in the fall.

The 6.15 train from Paddington arrived in Oxford an hour later and
the short taxi ride from the station down New College Lane brought him to
Magdalen at 7.30. One of the College porters escorted David to Stephen's
rooms, which were spacious, ancient, and comfortably cluttered with
books, cushions and prints. How unlike the antiseptic walls of Harvard,
thought David. Stephen was there to greet him. He didn't seem to have
changed one iota. His suit seemed to hang off his tall, thin, ungainly body;
no tailor would ever have employed him as a dummy. His heavy eyebrows
protruded over his out-of-date round-rimmed spectacles, which he almost
seemed to hide behind in his shyness. He ambled over to David and
welcomed him, one minute an old man, the next younger than his thirty
years. Stephen poured David a Jack Daniels and they settled down to chat.
Although Stephen never looked upon David as a close friend at Harvard,
he had enjoyed coaching him and always found him eager to learn;
besides, he always welcomed an excuse to entertain Americans at Oxford.

"It's been a memorable three years, David," said Stephen, pouring
him a second drink. "The only sad event was the death of my father last
winter. He took such an interest in my life at Oxford and gave my
academic work so much support. He's left me rather well off, actually.
Bath plugs were obviously more in demand than I realized. You might be
kind enough to advise me on how to invest some of the money, because at
the moment it's just sitting on deposit in the bank. I never seem to have the
time to do anything about it, and when it comes to investments I haven't a
clue."

That started David off about his demanding new job with Prospecta
Oil.

"Why don't you invest your money in my company, Stephen? We've
had a fantastic strike in the North Sea, and when they announce it the
shares are going to go through the roof. The whole operation would only
take a month or so and you could make the killing of a lifetime. I only wish
I had some of my own money to put into it."

"Have you had the full details of the strike?"
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"No, but I've seen the geologist's report, and that makes pretty good
reading. The shares are already going up fast and I'm convinced they'll
reach $20. The problem is that time is already running out."

Stephen glanced at the geologist's report, thinking he would study it
carefully later.

"How does one go about an investment of this sort?" he asked.

"Well, you find a respectable stockbroker, buy as many shares as you
can afford and then wait for the strike to be announced. I'll keep you
informed on how things are going and advise you when I feel is the best
time to sell."

"That would be extremely thoughtful of you, David." "It's the least I
can do after all the help you gave me with maths at Harvard."

"Oh, that was nothing. Let's go and have some dinner." Stephen led
David to the college dining hall, an oblong, oak-panelled room covered in
pictures of past Presidents of Magdalen, bishops and academics. The long
wooden tables at which the undergraduates were eating filled the body of
the hall, but Stephen shuffled up to the High Table and offered David a
more comfortable seat. The students were a noisy, enthusiastic bunch —
Stephen didn't notice them, but David was enjoying the whole experience.

The seven-course meal was formidable and David wondered how
Stephen kept so thin with such daily temptations. When they reached the
port, Stephen suggested they return to his rooms rather than join the crusty
old dons in the Senior Common Room.

Late into the night, over the rubicund Magdalen port, they talked
about North Sea oil and Boolean algebra, each admiring the other for his
mastery of his subject. Stephen, like most academics, was fairly credulous
outside the bounds of his own discipline. He began to think that an
investment in Prospecta Oil would be a very astute move on his part.

In the morning, they strolled down Addison's Walk near Magdalen
Bridge, where the grass grows green and lush by the Cherwell. Reluctantly,
David caught a taxi at 9.45 leaving Magdalen behind him and passing New
College, Trinity, Balliol and finally Worcester, where he saw scrawled
across the college wall, "c'est magnifique mais ce n'est pas la gare". He
caught the 10.00 a. m. train back to London. He had enjoyed his stay at
Oxford and hoped he had been able to help his old Harvard friend, who
had done so much for him in the past.

"Good Morning, David."
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"Good morning, Bernie. I thought I ought to let you know I spent the
evening with a friend at Oxford, and he may invest some money in the
company. It might be as much as $250,000."

"That's fine, David, keep up the good work. You're doing a great
job."

Silverman showed no surprise at David's news, but once back in his
own office he picked up the red telephone.

"Harvey?"

HYeS.H

"Kesler seems to have been the right choice. He may have talked a
friend of his into investing $250,000 in the company."

"Good. Now listen carefully. Brief my broker to put 40,000 shares on
the market at just over $6 a share. If Kesler's friend does decide to invest in
the company, mine will be the only large block of shares immediately
available."

After a further day's consideration, Stephen noticed that the shares of
Prospecta Oil moved from £2.75 to £3.05 and decided the time had come
to mvest in what he was now convinced must be a winner. He trusted
David, and had been impressed by the glossy geologist's report. He rang
Kitcat & Aitken, a firm of stockbrokers in the City, and instructed them to
buy $250,000-worth of shares in Prospecta Oil. Harvey Metcalfe's broker
released 40,000 shares when Stephen's request came on to the floor of the
stock exchange and the transaction was quickly completed. Stephen's
purchase price was £3.10.

After investing his father's inheritance, Stephen spent the next few
days happily watching the shares climb to £3.50, even before the expected
announcement. Though Stephen didn't realise it, it was his own investment
that had caused the shares to rise. He began to wonder what he would
spend the profit on even before he had realised it. He decided not to cash in
immediately, but hold on; David thought the shares would reach $20, and
in any case he had promised to tell him when to sell.

Meanwhile, Harvey Metcalfe began to release a few more shares on
to the market, because of the interest created by Stephen's investment. He
was beginning to agree with Silverman that David Kesler, young, honest,
and with all the enthusiasm of a man in his first appointment, had been an
excellent choice. It was not the first time Harvey had used this ploy,
keeping himself well away from the action while placing the responsibility
on inexperienced, innocent shoulders.
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At the same time, Richard Elliott, acting as the company spokesman,
leaked stories to the press about large buyers coming into the market,
which in itself occasioned a flood of small investors and kept the price
steady.

NOTES

1. Harvard — American university at Cambridge, Massachusetts;

2. a Fellowship at Oxford — a learned society at Oxford;

3. the Proceedings of the London Mathematical society — the records
of the activities of the London mathematical society;

4. Chair in mathematics — position of a professor of mathematics;

5. a don — a teacher, member of a university staff;

6. an academic — a university teacher.

VOCABULARY NOTES
1. deposit

to sit on deposit in the bank — (31.) ObITh Ha CPOYHOM BKJIaJIe B OaHKE

a deposit account — CpOYHBIA BKJIAJT; TETIO3UTHBIN CUET

to place money on deposit — BHOCUTH JICHbI'H B JICTIO3UT

bank deposit — cpo4HbIi BKJIa]T
2. Invest, investment

fo invest some money in a company — BKIAQIbIBaTh JCHBIH B
KOMITAaHHTO

syn. fo put some money into a company an investment in —
WHBECTUPOBAHKE, TIOMEIIEHNE KalluTala B...

to talk smb into investing 3250,000 in the company — yroBOPHUTb
KOro-to BJIOKHUTE $250,000 B KOMIIaHUIO

to go about (an investment) — IPUCTYIaTh K (MHBECTUPOBAHUIO)
3. share

to go up (downmn) fast (about shares) — OBICTPO TMOBBIIIATHCA,
CHIDKAThCS (0 IIEHE Ha aKI[UI0 Ha OUPIKE)

syn. to be up (down)

to reach $20 (about shares) — noctnub $20 (0 IeHE HA AKIIHIO)

to move from ... to (about shares) — U3BMEHATHCA C ... 10 ... (O IICHE Ha
aKIIHIO)

to climb to £3.50 (about shares) — noBpimatbes 10 £3.50 (o 1eHe Ha
aKITUIO)

to release shares on the market — BbIIlyCKaTh aKLIUM B IPOJAXKY

syn. to put shares on the market
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a block of shares — naket akiui

. cash

to cash in — IPOM3BECTH OKOHYATEIbHBIN pacyeT
to cash out — oIIaYNBAaTh HAJIMYHBIMHA

fo cash on — 3apabaTbIBaTh HA YEM-TO HAJTUIHBIC
. broker

to brief a broker — natb nopydenue (MHCTPYKIHIO) OpOKepy
. transaction

to complete a transaction — 3aKOHYUTH CIIEIKY
cash transaction — ciejiKa 3a HUIMYHBIN pacyuer
transaction account — CYET CICIKH

WORD-COMBINATIONS

1. in monetary terms — B JIGHE)XHOM BbIpaXeHUU (in terms of
money)

2. not to change one iota — HAU Ha NOTYy HE U3MEHUTHCS

3. make the killing of a lifetime — HeoxugaHHO 3apaboOTaTh
(MOJTy4UTh) OOJIBIIYIO CYMMY JIEHET

4. buy $250,000 worth of shares — xynuth akiuii Ha $250,000

5. keep oneself well away from action — nepxaTbCs Ha
MOYTUTEIILHOM PACCTOSIHUU OT COOBITHIA

6. time is running out — BpeMsl yXOJIUT ...

Problem questions

1. Why do you think the author takes the reader back to David
Kesler's University days?

2. What are the implications of Bernie Silverman's words, "Kesler
seems to have been the right choice"?

3. Why do you think Harvey Metcalfe preferred to keep himself
away from the action? What do you make of his plan?

4. Would you say that David Kesler fell a victim to a group of
dishonest people? Bear out your statement.

5. Do you agree that a feeling of David's fighting a losing battle runs
through the chapter?

Part 11

derivatives, investment, Single European Market, futures, option,

trading, liquidity, arrival, stamp duty
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VOCABULARY NOTES
1. derivatives

financial derivatives — puHaHCOBBIE TTPOU3BO/IHBIC, KOHTPAKTHI JIJIsi
OyIyImMX CAENOK C PUHAHCOBBIMU HHCTPYMEHTaAMHU

derivatives exchange — pbIHOK (PMHAHCOBBIX MPOU3BOIHBIX
2. investment

cross-boarder investment — 3arpaHUYHbIC THBECTHUIUN

syn. foreign investment

domestic investment — BHyTPEHHHUE KalUTAJIOBIOKECHUS

EC's investment services directive — JlupektuBsl EJC 10
00CTyKMBaHUIO MHBECTUIIAN
3. Single European Market — Enunbiit EBponeiickuii Peinok
4. futures — Qprouepchl, CPOUHBIE CACIKU

futures exchange — (wrouepckas Oupka, CpodHas TOBapHas WU
(¢buHaHCcOBast Oupxa

syn. futures market

financial futures — duHaHCOBBIE (BIOYEPCHI, CPOUHBIC OUPKEBBIC
KOHTPAKThI Ha ()MHAHCOBBIE MHCTPYMEHTHI financial futures

exchange — 6upxa pUHAHCOBBIX (PHIOYEPCOB

index futures — UHJIEKCHBIE (PHIOYEPCHI

stock index futures — pproUEpCKUE KOHTPAKTHI Ha OCHOBE (DOHIOBBIX
UHJICKCOB
5. option — ONIMOH, CAEIKa C IPEeMHUEN, pa3HOBUAHOCTh CPOUYHON CHEIKH,
KOTOPYIO HEOOs3aTEIHHO BBITOJIHATH

options exchange — oniyOHHas OUpKa

financial options — pUHAHCOBBIE OMITUOHBI

call option, call — onIINOH TOKYyTIATENs

syn. buyer's option

put option, put — OIIIMUOH IIpOJaBLa

syn. seller's option

traded options — cBOOOAHOOOpAIAIONINECS OIMIMOHBI (KOHTPAKTHI
MOXHO TIEpPEINPOAaBaTh)

index option — MHJIEKCHBIN OMIIUOH

to trade equity index option — coBepIIaTh CHCIKH C OIIIHOHOM,
Oazupyronmmcs Ha (HOHIOBBIX UHIEKCAX

stock index option — ONIMOHHBIM KOHTPAKT Ha OCHOBE (hOHIOBBIX
MHJIEKCOB
6. trading
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quote-driven trading — mpojaxa WM TOKYyIKa IEHHbIX Oymar Ha
OCHOBE KOTUPOBOK (JIMJIEPCKAsT MO/IEIIb )

order-driven trading — mpojaxa WIA NMOKyIKa LEHHbIX Oymar Ha
OCHOBE MPUKA30B (AyKIIMOHHASI MOJIEIIb)

block-trading mechanism — MeXaHU3M TOPrOBIU KPYIHBIMU
MAPTUAMHA AKIUN

screen-based (IBIS) trading system = over the counter trading
7. liquidity

liquidity of the market — NMUKBUIIHOCTh PBIHKA: BBICOKUM YPOBEHB

AKTUBHOCTH TOPTOBJIW; aKTUBHBIM PHIHOK C YPAaBHOBEMICHHBIM CIIPOCOM
U TIPEITIOKCHUEM

8. arrival — mosiBuBIIasicst (BHOBb BOSHUKIIIAS ) OPTaHU3AIUS
9. stamp duty — repOoBbIii cOOP

to scrap stamp duty — 0TKa3aTbCsl OT repOoBOTO cOOpa
10. NASDAQ - HACIJAK — cucremMa KOMIBIOTEPU30BAHHON
BHEOUpkeBoil koTUpoBKM akuuii (CIIA) (cBoeoOpazHasi »IEKTpOHHAs
oupxka)
11. "Big Bang" — peopranuzanusa Jlongonckoi ¢onmoBoit Oupxu 27
OKTsI0pst 1986 rox
12. "SEAQ" (Stock Exchange Automated Quotation) — >JEKTpOHHas
cucteMa nHpopmanuu o rieHax Ha JIongoHcko# hoHA0BOIM OUpKe
13. LIFFE — Mexnynaponnas JlongoHckasi ¢huHaHCOBass OUpIKa CPOUHBIX
C/IEJIOK
14. insider dealing — He3akOHHBIE Olepaluy C LIEHHbIMM Oymaramu Ha
OCHOBE BHYTpPEHHEH MHPOpMaIuy 00 IMUTEHTE

EUROPEAN STOCKMARKETS - GENERAL TREND (PART I)

Competition among Europe's securities exchanges is fierce. Yet most
investors and companies would prefer fewer, bigger markets. If the
exchanges do not get together to provide them, electronic usurpers will.

How many stock exchanges does a Europe with a single capital
market need? Nobody knows. But a part-answer is clear: fewer than it has
today. America has eight stock exchanges, and seven futures and options
exchanges. Of these only the New York Stock Exchange, the American
Stock Exchange, NASDAQ (the over-the-counter market), and the two
Chicago futures exchanges have substantial turnover and nationwide
pretensions.

The 12 member countries of the European Community (EC), in
contrast, boast 32 stock exchanges and 23 futures and options exchanges.
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Of these, the markets in London, Frankfurt, Paris, Amsterdam, Milan and
Madrid — at least — aspire to significant roles on the European and world
stages. And the number of exchanges is growing. Recent arrivals include
exchanges in Italy and Spain. In eastern Germany, Leipzig wants to reopen
the stock exchange that was closed in 1945.

Admittedly, the EC is not as integrated as the United States. Most
intermediaries, investors and companies are still national rather than pan-
European in character. So is the job of regulating securities markets; there
is no European equivalent of America's Securities and Exchange
Commission (SEC). Taxes, company law and accounting practices, vary
widely. Several regulatory barriers to cross-border investment, for instance
by pension funds, remain in place. Recent turmoil in Europe's exchange
rate mechanism has reminded cross-border investors about currency risk.
Despite the Maastricht treaty, talk of a common currency is little more than
that.

Yet the local loyalties that sustain so many European exchanges look
increasingly out-of-date. Countries that once had regional stock exchanges
have seen them merged into one. A single European market for financial
services 1s on its way. The EC's investment services directive, which
should come into force in 1996, will permit cross-border stock broking
without the need to set up local subsidiaries. Jean-Francois Theodore,
chairman of the Paris Bourse, says this will lead to another European Big
Bang. And finance is the multinational business par excellence: electronics
and the end of most capital controls mean that securities traders roam not
just Europe but the globe in search of the best returns.

This affects more than just stock exchanges. Investors want financial
markets that are cheap, accessible and of high liquidity (the ability to buy
or sell shares without moving the price). Businesses, large and small, need
a capital market in which they can raise finance at the lowest possible cost.
If European exchanges do not meet these requirements, Europe's economy,
suffers.

In the past few years the favoured way of shaking up bourses has
been competition. The event that triggered this was London's Big Bang in
October 1986, which opened its stock exchange to banks and foreigners,
and introduced a screen-plus-telephone system of securities trading known
as SEAQ. Within weeks the trading floor had been abandoned. At the time,
other European bourses saw Big Bang as a British eccentricity. Their
markets matched buy and sell orders (order-driven trading), whereas
London is a market in which dealers quote firm prices for trades (quote-
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driven trading). Yet many continental markets soon found themselves
forced to copy London's example.

That was because Big Bang had strengthened London's grip on
international equity-trading. SEAQ's international arm quickly grabbed
chunks of European business. Today the London exchange reckons to
handle around 95% of all European cross-border share-trading. It claims to
handle three-quarters of the trading in blue-chip shares based in Holland,
half of those in France and Italy and a quarter of those in Germany —
though, as will become clear, there is some dispute about these figures.

London's market-making tradition and the presence of many
international fund managers helped it to win this business. So did three
other factors. One was stamp duties on share deals done in their home
countries, which SEAQ usually avoided. Another was the shortness of
trading hours on continental bourses. The third was the ability of SEAQ,
with market-makers quoting two-way prices for business in large amounts,
to handle trades in big blocks of stock that can be fed through order-driven
markets only when they find counterparties.

A similar tussle for business has been seen among the exchanges that
trade futures and options. Here, the market which first trades a given
product tends to corner the business in it. The European Options Exchange
(EOE) in Amsterdam was the first derivatives exchange in Europe; today it
1s the only one to trade a European equity-index option. London's LIFFE,
which opened in 1982 and is now Europe's biggest derivatives exchange,,
has kept a two-to-one lead in German government-bond futures (its most
active contract) over Frankfurt's DTB, which opened only in 1990. LIFFE
competes with several other European exchanges, not always successfully:
it lost the market in ecu-bond futures to Paris's MATIF.

European exchanges armoured themselves for this battle in three
ways. The first was to fend off foreign competition with rules. In three
years of wrangling over the EC's investment-services directive, several
member-countries pushed for rules that would require securities to be
traded only on a recognised exchange. They also demanded rules for the
disclosure of trades and prices that would have hamstrung SEAQ's quote-
driven trading system. They were beaten off in the eventual compromise,
partly because governments realised they risked driving business outside
the EC. But residual attempts to stifle competition remain. Italy passed a
law in 1991 requiring trades in Italian shares to be conducted through a
firm based in Italy. Under pressure from the European Commission, it may
have to repeal it.
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VOCABULARY PRACTICE

Ex. 1. Look at the words in the box, all of which are from this unit.
Match the words with the correct definition from the list below.

futures, financial futures, options, financial options, seller's option,
buyer's option, order-driven trading,

quote-driven trading, cross-border investment, Big Bang

1. Popular term for the deregulation of the London Stock Exchange
on 27 October 1986.

2. Exchange traded contracts specifying a future date of delivery or
receipt of a certain amount of specific tangible and intangible product.

3. A right to buy or sell a fixed amount of financial instruments.

4. Acquisition of another country's assets through investment.

5. A special transaction on the NYSE which gives the seller the right
to deliver the stock or bond at any time within a specified period.

6. Stock market that reacts to the quotation of market markers rather
than to the number and flow of incoming orders.

7. Futures contracts based on financial instruments.

8. A right to buy (call) or sell (put) a fixed amount of a given stock at
a specified price within a limited period of time.

9. Option to buy shares (call), commodities or financial futures at an
agreed price on or before an agreed future date.

10. Trading on a stock market that reacts to the now of incoming
orders.

Ex. 2. Look through this excerpt and then fill the spaces with words
from the box. Translate the text into Russian.

stock index, futures market, stocks, bonds, put, futures contracts
(2), instruments, commitment, computers,
stamp duty

In addition to the cash market for ... (1) and ... (2), the Tokyo Stock
Exchange has ... (3) based on the ... (4) and government bonds.

In the stock index futures trading room, ... (5) based on TOPIX
(Tokyo Stock Price Index) are traded through ... (6).
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A futures contract is a ... (7) to buy or sell a specific amount of a
product on a future date. The traded commodities include stock index
futures and financial ... (8). The purchase or sale of the TOPIX futures on
the Tokyo Stock Exchange is a commitment to participate in the overall
performance of the First Section of the Exchange market rather that trading
in individual stocks.

The Tokyo Stock Exchange permits not only Regular Members but
also certain qualified non-members to directly participate in the TOPIX ...
(9). These non-members are called "Special Participants".

*TOPIX — Tokyo Stock Prince Index (daily average for a month)

UNIT 9
GENERAL TRENDS IN STOCKMARKETS

Executive, check-up, qualify, practice, administer, prescription,
master

One lesson a man learns in the Harvard Business School is that an
executive is only as good as his health. David never felt happy without a
regular medical check-up, he rather enjoyed being told he was in good
shape, but perhaps should take things a little easier. His secretary, Miss
Rentoul, had therefore made an appointment for him with a Harley Street
doctor.

Dr Robin Oakley was by anyone's standards a successful man. At
thirty-seven he was tall and handsome, with a head of dark hair that looked
as if it would never recede. He had a classic strong face and the self-
assurance that came from proven success. He still played squash twice a
week, which helped him look enviably younger than his contemporaries.
Robin had remained fit since his Cambridge days, which he left with a
Rugby Blue and an upper-second-class degree. He had gone on to
complete his medical training at St Thomas's, where once again his Rugby
football rather than his medical skill brought him into prominence with
those who decide the future careers of young men. When he qualified, he
went to work as an assistant to a highly successful Harley Street
practitioner, Dr Eugene Moffat. Dr Moffat was successful not so much in
curing the sick as in charming the rich, especially middle-aged women,
who came to see him again and again however little seemed to be wrong
with them. At fifty guineas a visit that had to be regarded as success.

Moffat had chosen Robin Oakley as his assistant for exactly those
qualities which he himself displayed, and which had made him so sought-
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after. Robin Oakley was unquestionably good-looking, personable, well-
educated — and just clever enough. Robin settled very well into Harley
Street and the Moffat system, and when the older man died suddenly in his
early sixties, he took over his mantle with the ease with which a crown
prince would take over a throne. Robin continued to build up the practice,
losing none of Moffat's ladies other than by natural causes, and did
remarkably well for himself. He had a wife and two sons, a comfortable
country house a few miles outside Newbury in Berkshire, and a
considerable saving in blue chip securities. He never complained at his
good fortune and enjoyed life, at the same time being, he had to confess, a
little bored with it all. He was beginning to find that the bland role of
sympathetic doctor was almost intolerably cloying. Would the world come
to an end if he admitted that he neither knew nor cared just what was
causing the minute patches of dermatitis on Lady Fiona Fisher's diamond-
studded hands? Would the Heavens descend if he told the dreaded Mrs
Page-Stanley that she was a malodorous old woman in need of nothing
more medically taxing than a new set of dentures? And would. he be struck
off if he personally administered to the nubile Miss Lydia de Villiers a
good dose of what she so clearly indicated she desired?

David Kesler arrived on time for his appointment. He had been
warned by Miss Rentoul that in England doctors and dentists cancel if you
are late and still charge you.

He stripped and lay on Robin Oakley's couch. The doctor took his
blood pressure, listened to his heart, and made him put out his tongue, an
organ that seldom stands up well to public scrutiny. As he tapped and
poked his way over David's body, they chatted.

"What brings you to work in London, Mr Kesler?"

"I'm with an oil company in the City. I expect you've heard of us —
Prospecta Oi1l? "

"No," said Robin. "Can't say I have. Bend your legs up please." He
hit David's knee-caps smartly, one after the other, with a patella hammer.
The legs jumped wildly.

"Nothing wrong with those reflexes."

"You will, Dr Oakley, you will. Things are going very well for us.
Watch out for our progress in the papers."

"Why?' said Robin, smiling, 'Struck oil, have you?"

"Yes," said David quietly, pleased with the impression he was
creating, "as a matter of fact, we've done just that."
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Robin prodded David's abdomen for a few seconds. "Good muscular
wall, not fat, no sign of an enlarged liver. Young man, you're in good
physical shape."

Robin left him in the examination room to get dressed and
thoughtfully wrote out a brief report on Kesler for his records, while his
mind dwelt on deeper things. An oil strike.

Harley Street doctors, although they routinely keep private patients
waiting for three-quarters of an hour in a gas-fired waiting-room equipped
with one out-of-date copy of Punch, never let them feel rushed once they
are in the consulting room. Robin had no intention of rushing Mr Kesler.

"There's very little wrong with you, Mr Kesler. Some signs of
anaemia, which I suspect are caused by nothing more than overwork and
your recent rushing about. I'm going to give you some iron tablets which
should quickly take care of that. Take two a day, morning and night." He
scribbled an illegible prescription for the tablets and handed it to David.

"Many thanks. It's kind of you to give me so much of your time."

"Not at all. How are you finding London?" asked Robin.

"Very different from America, I expect."

"Sure — the pace is much slower. Once I've mastered how long it
takes to get something done here I'll be halfway to victory."

"Do you have many friends in London?"

"No," replied David, "I have one or two buddies at Oxford from my
Harvard days, but I haven't yet made contact with many people in
London."

Good, thought Robin, here is a chance for me to find out a little more
about the oil game, and spend some time with a man who makes most of
patients look as if they had both feet in the grave. It might even shake me
out of my lethargy. He continued: "Would you care to join me for lunch
later in the week? You might like to see one of our antique London clubs."

"How very kind of you." "Excellent. Will Friday suit you?" "It
certainly will."

"Then let's say one o'clock at the Athenaeum Club in Pall Mall."
David returned to his City desk, picking up his tablets on the way. He took
one immediately. He was beginning to enjoy his stay in London. Silverman
seemed pleased with him, Prospecta Oil was doing well and he was already
meeting some interesting people. Yes, he felt this was going to be a very
happy period in his life.
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NOTES

1. Harley Street — London street associated with eminent and
fashionable physicians and surgents.

2. Squash — game, played in a small court by two persons with a soft
ball.

3. Rugby Blue — place in team given to one chosen to represent
Oxford or Cambridge University in sporting contests.

4. St. Thomas'— St. Thomas's Hospital in London.

VOCABULARY NOTES
1. executive — cy>kaIui, COTPYIHUK (amep.)

the executive — UCTIOTHUTEIIbHAS BJIACTh

Chief Executive — rnaBa ucrnioaaurtenbHoi Biactu (CIIIA)
2. check-up

to do (to give) smb a check-up — ocmaTpuBaTh, IPOU3BOJIUTH OCMOTP

to have a check-up — nogBepraTbcsi IPOBEPKE, OCMOTPY

annual (regular) check-up — exxerognas (o4depeaHas) IpoBepKa
3. qualify

to qualify as a doctor — TOTOBUTBCS CTaTh BpPadyoM, MPUOOpPETaTh
CIEIMaIbHOCTh Bpaya

to qualify for a position (rank) of — NpolUTHU MOJATOTOBKY, O0y4YeHUE
Ha JOJKHOCTh

to qualify to work as — o0pecTu kBanudukaiuo (Ipaso)
4. practice — nmpakTuka (MeIUIMHCKAs!, FOpUIAYECKas)

to take over smb's practice — (34.) B3ATb Ha ce0s KOHTPOJIb
(PYKOBOJCTBO), CTaTh MPEEMHUKOM Bpada

to build up the practice — pacupsTh MPaKTUKY

to be out of practice — He UMETh PabOTHI

private large practice — 4actHasi, 00JIbIIIasi TPaKTHKA
5. administer

to administer a good doze — Ha3HayaTh OONBIIYIO (CUIBHYIO) 103y

to administer smb's affairs — BeCTH 4bU-TO JI€JIa
6. prescription

fo write out a prescription — BBIIIUCATh PELIEIT

on smb's prescription — 110 Yb€MY-TO MPEINUCAHUIO, PACTIOPSKEHUIO,
perenTy

illegible prescription — HE4ETKO, HEPA30OPUYMBO HAMMMCAHHBIN PEIEIIT
7. master

fo master one's fellings — BnaneTh, ynpaBisaTh 4YyBCTBAMU
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to master practice — IpuoOpecTH OOJBIION OIBIT, OBJIAJETH ONBITOM
paboTHI C MaIrMeHTaMu
WORD-COMBINATIONS
1. to watch our for smth — BHUMATEIIBHO CIICIUTH 32 YEM-TO
2. to be halfway to victory — ObITh Ha TIOJIMYTH K TTO0OEE
3. to shake smb out of lethargy — BBIBOIUTH KOTO-THOO U3 COCTOSHUS
0e31esTeTbHOCTH
4. to dwell on smth — cocpeJOTOUUTHCS HA YEM-TTU0O0
5. to write out a report — cAenaTh NUCHMEHHOE 3aKIIOYCHHE O
COCTOSTHUH 37J0POBbSI

Problem questions:
1. Would you agree that "an executive is only as good as his health"?
Bear out your statement.
2. Do you think Dr. Robin Oakley was a good physiognomist and
psychologist?
3. What predetermined Dr. Oakley's erroneous choice of the business to
invest his money in?

Part 11

competition, red-tape, liquidity, listing, link, electronics, subject,
rival, product, physical, dissemination of prices

VOCABULARY NOTES

1. competition

competition through diversity — KOHKYpeHIIUsI MHOT000pa3us ¢hopm
oTepaluii ¢ IEHHbIMU OyMaramu

outside competition — BHEIIHSA KOHKYPEHIIHS

to meet competition — BBIAEPXKATh KOHKYPEHLIUIO

syn. fo sustain competition

competition in price — KOHKYPEHIUA LIEH

keen competition — ocTpasi KOHKYPEHIIUSI

buyers' competition — KOHKypeHIIHs (Cpen) MOKymaTenei

inter seller competition — KOHKypeHIIUs (Cpein) MPOAaBIIOB
2. red-tape

to cut out the red tape — ynpoCTUTh OIOPOKPATHYECKHUE MPOLIEAYPHI

to eliminate the red-tape — yHUYTOXUTb OIOPOKPATUUYECKUE MPEITOHBI

to get caught up in the red-tape — nonacTtb B CETU OIOPOKpATU3MA
3. liquidity
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to have cost in lower liquidity — NTpOBOUTh K CHUXEHUIO YPOBHS
JUKBUJIHOCTH

liquidity  diversity ©— —  paccpegoTodyeHue,  JIUBEpCcUbUKAIIUS
WHBECTUIIHH C 1IeJIbI0 00eCTIeUeHUs TUKBUIHOCTH

syn. liquidity divided among exchanges
4. listing

ant. delisting — auIeHre KOTUPOBKH

to meet the listing requirements — BBIIOJIHATh YCIOBUS MOJYYEHUS
KOTHPOBKHU

Eurolist — o0mas cucreMa KOTHUPOBKM IIEHHBIX Oymar Ha
EBponeiickux 6upsxax
5. link (link-up)

to announce link-up — o0BABUTH 00 00bETMHEHUN

link with... — 0ObEIUHEHUE C ...

bilateral links — nBycTOpOHHUE 00bEIMHEHUS

multilateral links — MHOTOCTOpOHHHE OOBEIUHEHUS

to work (about link-up) — ObITh 3(PEeKTUBHBIM, cpabaThiBaTh (00
00bEIMHEHUN )
6. electronics

to embrace electronics — BHEIPATH IEKTPOHHYIO HH(POPMAIIUOHHYIO
CUCTEMY
7. subject (adj)

to be subject to a single regulator — TOAUUHATHCS €IUHBIM MTPABUIIAM
8. rival

rival for/in — CONEpHUK B ...

rivalry for/in — COIEpHUYECTBO, KOHKYPEHITUSA B ...

to stir (up) rivalry among/between — BbI3BaTh KOHKYPCHITUIO MEXKIY

rival company — KOHKypHUpytotmas pupma

business rival — 1e10BON CONEPHUK

rival charms of immediacy — npeuMy1iecTBa JMHAMHU3Ma
9. product(s)

cash products — uznueckue (HaJIUYHBIE) TOBAPhl B OTJIMYHE OT
(UHAHCOBBIX MHCTPYMEHTOB Ha CPOYHOU Oupxe homogeneous exchange-

traded products — TpaguIIMOHHBIE TOBAPHI HA OUpKE

tailor-made over-the-counter product — cxemMa TOPTOBIU IIEHHBIMU
OymaramMu Ha BHEOMpP)KEBOM pBIHKE, OTBEYaromas MOTPEOHOCTIM
WHBECTOPOB
10. physical
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physical supervision (physically supervised trading floor) -—
TPaAUIIMOHHO-OCYIIIECTBIIIEMOE PYKOBOJCTBO ONEPANUSIMUA B TOPTOBOM
3ase oupxKu (0€3 KOMIIBIOTEPOR)

physical market — ppIHOK «CIIOT», HATMYHBIN PHIHOK
11. dissemination of prices — pacnpocTpaneHre UHPOPMAIMHN O IIEHaX Ha
IIEHHBIC OyMaru

EUROPEAN STOCKMARKETS - GENERAL TREND (PART II)

Such competition-through-diversity has encouraged FEuropean
exchanges to cut out the red tape that protected their members from outside
competition, to embrace electronics, and to adapt themselves to the wishes
of investors and issuers. Yet the diversity may also have had a cost in
lower liquidity. Investors, especially from outside Europe, are deterred if
liquidity remains divided among different exchanges. Companies suffer
too: they grumble about the costs of listing on several different markets.

So the third response of Europe's bourses to their battle has been pan-
European co-operative ventures that could anticipate a bigger European
market. There are more wishful words here than deeds. Work on two joint
EC projects to pool market information, Pipe and FEuroquote, was
abandoned, thanks mainly to hostility from Frankfurt and London. Eurolist,
under which a company meeting the listing requirements for one stock
exchange will be entitled to a listing on all, 1s going forward — but this is
hardly a single market. As Paris's Mr Theodore puts it, "there is a
compelling business case for the big European exchanges building the
European-regulated market of tomorrow". Sir Andrew Hugh-Smith,
chairman of the London exchange, has also long advocated one European
market for professional investors.

One reason little has been done is that bourses have been coping with
so many reforms at home. Many wanted to push these through before
thinking about Europe. But there is also atavistic nationalism. London, for
example, is unwilling to give up the leading role it has acquired in cross-
border trading between institutions; and other exchanges are unwilling to
accept that it keeps it. Mr. Theodore says there is no future for the
European bourses if they are forced to row in a boat with one helmsman.
Amsterdam's Baron van Ittersum also emphasises that a joint European
market must not be one under London's control.

Hence the latest, lesser notion gripping Europe's exchanges: bilateral
or multilateral links. The futures exchanges have shown the way. Last year
four smaller exchanges led by Amsterdam's EOE and OM, an options

94



exchange based in Sweden and London, joined together in a federation
called FEX. In January of this year the continent's two biggest exchanges,
MATIF and the DTB, announced a link-up that was clearly aimed at
toppling London's LIFFE from its dominant position. Gerard Pfauwadel,
MATIF's chairman, trumpets the deal as a precedent for other European
exchanges. Mr Breuer, the Deutsche Borse's chairman, reckons that a
network of European exchanges is the way forward, though he concedes
that London will not warm to the idea. The bourses of France and Germany
can be expected to follow the MATIF/DTB lead.

It remains unclear how such link-ups will work, however. The notion
is that members of one exchange should be able to trade products listed on
another. So a Frenchman wanting to buy German government-bond futures
could do so through a dealer on MATIF, even though the contract is
actually traded in Frankfurt. That is easy to arrange via screen-based
trading: all that are needed are local terminals. But linking an electronic
market such as the DTB to a floorbased market with open-outcry trading
such as MATIF is harder. Nor have any exchanges thought through an
efficient way of pooling their settlement systems.

In any case, linkages and networks will do nothing to reduce the
plethora of European exchanges, or to build a single market for the main
European blue-chip stocks. For that a bigger joint effort is needed. It would
not mean the death of national exchanges, for there will always be business
for individual investors, and in securities issued locally. Mr Breuer
observes that ultimately all business is local. Small investors will no doubt
go on worrying about currency risk unless and until monetary union
happens. Yet large wholesale investors are already used to hedging against
it. For them, investment in big European blue-chip securities would be
much simpler on a single wholesale European market, probably subject to
a single regulator.

More to the point, if investors and issuers want such a market, it will
emerge — whether today's exchanges provide it or not. What, after all, is an
exchange? It 1s no more than a system to bring together as many buyers
and sellers as possible, preferably under an agreed set of rules. That used to
mean a physically supervised trading floor. But computers have made it
possible to replicate the features of a physical exchange electronically. And
they make the dissemination of prices and the job of applying rules to a
market easier.

Most users of exchanges do not know or care which exchange they
are using: they deal through brokers or dealers. Their concern is to deal
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with a reputable firm such as S.G.Warburg, Goldman Sachs or Deutsche
Bank, not a reputable exchange. Since big firms are now members of most
exchanges, they can choose where to trade and where to resort to off-
exchange deals — which is why there is so much dispute over market shares
within Europe. This fluidity creates much scope for new rivals to undercut
established stock exchanges.

VOCABULARY PRACTICE

Ex. 1. Look at the words in the box, all of which are from this unit.
Match the words with the correct definition from the list below.

diversity, physical market, dissemination of prices, quotation,

1. Unnecessary and excessive use of formalities and regulations that delay
a process.

2. Spreading investments among different types of securities and various
companies in different fields.

3. A measure of ease with which one can buy or sell a large amount of
securities on the market without an important price fluctuation.

4. Appearance of a company's shares on the official list of the stock
exchange.

5. Market in which the products sold are available for immediate delivery,
known as the non-contract market.

6. Systematic and continual information of price movements.

Ex. 2. Look through this excerpt and then fill the spaces with
words from the box. Translate the text into Russian.

"make a market", quote, list, capital, volume, listing, investors,

I. ... (1) on more than one market is a routine practice with a growing
number of European companies who need to expand their potential ability
to raise ... (2) After the first foreign company was listed on Madrid in
1990, the Milan and Lisbon exchanges remain the only European
exchanges on which no foreign securities are listed. The Milan exchange
has not imported foreign listings but has exported its own: 35 Italian
companies are now listed abroad (see Table II).
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The rising interest in foreign stocks, of investors in all markets, in
turn, has stimulated intermediaries to ... (3) for foreign ... (4) (as is the case
on SEAQ International and Freiverkehr). Today, intermediaries' initiative
to ... (5) foreign stocks runs parallel to the tendency of companies to list
their securities on different exchanges. Quotation on dealers' markets
makes stocks accessible to a greater number of ... (6) who may then benefit
from the advantages offered by high price continuity.

As far as trading in foreign stocks is concerned, London stands out,
with an increase of 160% between 1987 and 1990. In particular, SEAQ
International 1is increasingly taking on the character of a European
exchange rather than a generically ... (7) exchange. In fact European
securities now represent 74% of overall trading ... (8) on SEAQ
International.

listing, foreign investors, the European community, diversification,

II. Stock market globalization threatens to erode, rather than
reinforce, the position of the Italian market within ... (1) This has resulted
in a shift of trading Italian securities away from Italy to the foreign market
without causing movement in the opposite direction. ... (2) on the Italian
stock exchange remains exclusively national.

This negative trend could be reversed on two conditions: a
substantial broadening of the list, offering ... (3) more opportunity for ...
(4), and a "redesigning" of the market to make trading of Italian ... (5) in
Italy more competitive. This could be achieved by devising and quickly
implementing a ... (6) market aside with the existing auction market, itself
adequately modernized.

UNIT 10
FUNDS

Findings, word, market, cheque, bonus, account

On Friday at 12.45 pm, David arrived at the Athenaeum, a massive
white building on the corner of Pall Mall, overlooked by a statue of the
Duke of York. David was amazed by the size of the rooms and his
commercial mind could not help wondering what price they would fetch as
office space. The place appeared to be full of moving waxworks who,
Robin later assured him, were in fact distinguished generals and diplomats.
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They lunched in the Coffee Room, dominated by a Rubens of
Charles II, and talked about Boston, London, squash, and their shared
passion for Katherine Hepburn. Over coffee, David readily told Robin the
details of the geologist's findings on the Prospecta Oil site. The shares had
now climbed to £3.60 on the London Stock Exchange, and were still going
up.

"Sounds like a good investment," said Robin, "and as it's your own
company, it might be worth the risk."

"I don't think there's much of a risk," said David, "as long as the oil is
actually there."

"Well, I'll certainly consider it most seriously over the weekend."

They parted on the steps of the Athenaeum, David to a conference on
the Energy Crisis organised by the Financial Times, Robin to his home in
Berkshire. His two young sons were back from prep school for the
weekend and he was looking forward to seeing them again. How quickly
they had passed from babies to toddlers, to boys; soon they would be
young men, he thought. And how reassuring it was to know their future
was secure. Perhaps he should make that future a little more secure by
investing in David Kesler's company. He could always put the money back
into blue chip shares once the strike had been announced.

Bernie Silverman was also pleased to hear the possibility of a further
investment.

"Congratulations, my boy. We're going to need a lot of capital to
finance the pipe-laying operations, you know. Pipe-laying can cost $2
million per mile. Still, you're playing your part. I've just had word from
head office that we are to give you a $5,000 bonus for your efforts. Keep
up the good work."

David smiled. This was business in the proper Harvard tradition. If
you bring home the results, you get the rewards.

"When will the strike be officially announced?" he asked.

"Some time in the next few days."

David left Silverman's office with a glow of pride.

Silverman immediately contacted Harvey Metcalfe on the red phone,
and he set the routine in motion once again. Metcalfe's brokers released on
to the market 35,000 shares at £3.73 and approximately 5,000 each day on
to the open market, always being able to feel when the market had taken
enough and thus keeping the price steady. Once again, the shares climbed
when Dr Oakley invested heavily in the market, this time to £3.90, keeping
David, Robin and Stephen all happy. They were not to know that Harvey
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was releasing more shares each day because of the interest they had
caused, and that this was now creating a market of its own.

David decided to spend some of his bonus on a painting for his little
flat in the Barbican, which he felt was rather grey. About $2,000, he
thought, something that was going to appreciate in value. David quite
enjoyed art for art's sake, but he liked it even more for business's sake. He
spent Friday afternoon tramping around Bond Street, Cork Street and
Bruton Street, the home of the London art galleries. The Wildenstein was
too expensive for his pocket and the Marlborough too modern for his taste.
The painting he finally picked out was at the Lamanns Gallery in Bond
Street.

The gallery, just three doors away from Sotheby's, consisted of one
vast room with a worn grey carpet and red faded wallpaper. As David was
later to learn, the more worn the carpet, the more faded the walls, the
greater the success and reputation of the gallery. There was a staircase at
the far end of the room, against which some unregarded paintings were
stacked, backs to the world. David sorted through them on a whim and
found, to his delight, something that appealed to him.

It was an oil by Leon Underwood called "Venus in the Park". The
large, rather sombre canvas contained about six men and women sitting on
metal chairs at circular tea-tables. Among them, in the foreground, was a
comely naked woman with generous breasts and long hair. Nobody was
paying her the slightest attention and she sat gazing out of the picture, face
inscrutable, a symbol of warmth and love in indifferent surroundings.
David found her utterly compelling.

The gallery proprietor, Jean-Pierre Lamanns, advanced on him,
adorned in an elegantly tailored suit, as befitted a man who rarely received
cheques for less than a thousand pounds. At thirty-five, he could afford the
little extravagances of life, and his Gucci shoes, Yves St Laurent tie,
Turnbull & Asser shirt and Piaget watch left no one, especially women, in
any doubt that he knew what he was about. He was an Englishman's vision
of a Frenchman, slim and neat with longish, dark wavy hair and deep
brown eyes that hinted at being a little sharp. He was capable of being
pernickety and demanding, with a wit that was often as cruel as it was
amusing, which may have been one of the reasons why he had not married.
There certainly had been no shortage of applicants. Customers, however,
saw only his charming side. As David wrote out his cheque, Jean-Pierre
rubbed his forefinger backwards and forwards over his fashionable
moustache, only too happy to discuss the picture.
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"Underwood is one of the greatest sculptors and artists in England
today. He even tutored Henry Moore, you know. I believe he is
underestimated because of his dislike of journalists and the press, whom he
describes as nothing more than drunken scribblers."

"Hardly the way to endear oneself to the media," murmured David,
as he handed over the cheque for £850, feeling agreeably prosperous.
Although it was the most expensive purchase he had ever made, he felt the
picture was a good investment and, more important, he liked it.

Jean-Pierre took David downstairs to show him the Impressionist and
Modern collection he had built up over many years, continuing to enthuse
about Underwood. They celebrated David's first acquisition over a whisky
in Jean-Pierre's office.

"What line of business are you in, Mr. Kesler?"

"I work with a small oil company called Prospecta Oil, who are
exploring prospects in the North Sea."

"Had any success?", enquired Jean-Pierre, a little too innocently.

"Well, between the two of us, we're rather excited about the future.
It's no secret that the company shares have gone from £2 to nearly £4 in the
last few weeks, but no one knows the real reason."

"Would it be a good investment for a poor little art dealer like
myself?" asked Jean-Pierre.

"T'll tell you how good an investment I think it is," said David. "I am
putting $3,000 in the company on Monday, which is all I have left in the
world — now that I've captured Venus, that is. We'll shortly be making a
rather important announcement."

A twinkle came into Jean-Pierre's eye. To one of his Gallic subtlety,
a nod was as good as a wink. He did not pursue the line of conversation
any further.

"When's the strike going to be announced, Bernie?"

"I'm expecting it early next week. We've had a few problems.
Nothing we can't lick, though."

That gave David some relief, as he had taken up 500 shares himself
that morning, investing the remaining $3,000 from his bonus. Like the
others, he was hoping for a quick profit.

"Rowe Rudd."
"Frank Watts, please. Jean-Pierre Lamanns."
"Good morning, Jean-Pierre. What can we do for you?"

"I want to buy 25,000 Prospecta Oil."
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"Never heard of them. Hold on a minute ... New company, very low
capital. A bit risky, J.-P. I wouldn't recommend it."

"It's all right, Frank, I only want them for two or three weeks, then
you can sell. I've no intention of holding on to them. When did the account
start?"

"Yesterday."

"Right. Buy this morning and sell them before the end of the account,
or earlier. I'm expecting an announcement next week, so once they go over
£5 you can get rid of them. No need to be greedy, but buy them in my
company name, I don't want the deal traced back to me — it might
embarrass the informant."

"Right, sir. Buy 25,000 Prospecta Oil at market price and sell before
the last day of the account, or sooner if instructed."

"Correct, I'll be in Paris all next week looking at pictures, so don't
hesitate to sell once they go over £5."

"Right, J.-P. Have a good trip."

The red telephone rang.

"Rowe Rudd are looking for a substantial block of shares. Do you
know anything about it?"

"No idea, Harvey. It must be David Kesler again. Do you want me to
speak to him?"

"No, say nothing. I've released another 25,000 shares at £3.90.
Kesler's only got to do one more big one and I'll be out. Prepare our plan
for seven days before the end of this Stock Exchange account."

"Right, boss. You know quite a few people are also buying in small
amounts."

"Yes, just as before, they all have to tell their friends they're on to a
good thing. Say nothing to Kesler."

NOTES
1. Sotheby's — auction-rooms in New Bond St., London

VOCABULARY NOTES

1. findings

geologist's findings — BBIBOJIbI T€OJIOTUYECKUX UCCIIEIOBAHUM
2. word

to send smb word — N3BECTUThH KOT'O-TO

to leave word for smb — 0CTaBUTh COOOILIEHHE KOMY-TO
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to have word from head office — noyuuts uHGOpPMALIUIO U3 TJIABHON
KOHTOPBI (PUPMBI
3. market

open market — OTKPBITBIN PHIHOK

to invest heavily in the market — nenatb KpyIlHble UHBECTUIINH HA
PBIHKE
4. cheque

to write out a cheque — BBITIUCATH YEK

to hand over the cheque for 8850 — Bpyuntb uek Ha 850 mostapos
5. bonus

to spend some of one's bonus on — MOTPATUTh YaCTh MOJYYCHHOU
IPEMUU Ha ...

bonus stock (shares) — yapeauTeNIbCKUE aKITUU

cash bonus — ipemusi, BeIIJIauMBacMasi HATHIHBIMUA
6. account

to start (about an account) — HadaTb OUPXKEBOW UK
(omepalMoHHBIN IEPUO.)

end of the account — KOHEl ONEPAIMOHHOTO MEPHUO]IA

account day — pacdeTHbIN 1eHb Ha JIOHTOHCKON OHpxKe

The London Stock Exchange account — omepalliOHHBIA TEPUOJ Ha
JI®B-(10 pabouux gHel)
7. business

What line of business are you in? —Yem Bbl 3anumaetech?

business day — pabouuii JeHb OAHKOB, TPEANPUATHIA

WORD-COMBINATIONS

1. to be looking forward to seeing smb — ¢ HETEpIIEHUEM KIaTh BCTPEUH C

2. unregarded paintings — HEeBOCTpeOOBaHHBIC KAPTHHBI

3. to be on to a good thing — MeTh HEKOTOPBIE IIAHCHI

(You're on to smth) — (B 3TOM KO€-4TO €CTh)
Problem questions

1. Why do you think the Prospecta Oil shares seemed to have an upward
trend?

2. What reasons might Frank Watts have brought out trying to dissuade
Jean-Pierre Lamanns from purchasing Prospecta Oil shares?

3. Would you say that Harvey Metcalfe's method was a sheer scheme or it
was on the verge of the allowable? Bear out your statement.

4. What role in the scheme was assigned to David Kesler? Do you think
Harvey Metcalfe and his right-hand man cared about him?
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5. What did they have in store for him?

new issue, company, offering, prospectus, underwriter,
underwriting, demand, vouch, track-records, management group,
dissolve

VOCABULARY NOTES

l. new issue — MOJIydEHHE KalWTalla MyTEeM BBIMYCKA HOBBIX
IIEHHBIX OyMar; IepBBIM BRITYCK IIEHHBIX OyMar JaHHOW KOMITaHHEH

new issues market — ppIHOK HOBBIX IMUCCUN

syn. primary market — IEpBUYHBIA PHIHOK

public issue — myONWYHBIA BBITYCK HOBBIX aKIHUK (KOMITAHHS
(bUKCUpYET IIEHY U Yepe3 ra3eThl MpHUIJIallacT MUPOKYIO MyOJUKy KyIUTh
ux. OOBIYHO Yepe3 NOCPETHUYECTBO OAHKOB)

syn. public offering

"hot issue" — "ropsuuit" 3aeM — 1EHHBIE OymMaru, KOTOpbie OyayT
M0JI30BATHCS OOJIBIIINM CIIPOCOM
2. company

established company — n3BecTHasi KOMIaHUS

untested company — MaJIOU3BECTHAsI KOMITAHUS

public company — ny0au4YHass KOMIIAHUS

3. offering — myOIMYHBII BBIMYCK HOBBIX aKIUI

syn. public offering

primary offering — nepBUYHOE pa3MelIeHuEe IIEHHBIX Oymar Ha
PBIHKE

syn. primary distribution

public offering price — 11eHa, IO KOTOPOW HOBBIE IIEHHBIE OyMaru
IpeIararoTCsl HHBECTOPAM

offer for sale — mnpennoxeHue IEHHBIX OyMar sl MPOAAKHU
HIUPOKON MyOJINKe

the value of a new offering — CTOUMOCTb HOBBIX aKIUI

offer period — cpok IEUCTBUS MPEITIOKEHUS O MOKYTIKE

to promote a new offering — CcOJENCTBOBaTh, CIOCOOCTBOBATH
HOBOMY BBIITYCKY

to manage offering — ynpaBisATh IMyOJHMYHBIM BBIITYCKOM HOBBIX
aKIui

4. management group — rpyIIa yrupaBIeHUs

5. prospectus — mpOCHEKT
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syn. offering circular

Stationary prospectus — OKOHYATEIIbHBIA TMPOCHEKT BBITYCKA
IIEHHBIX Oymar

preliminary prospectus — TpeIBapUTEIbHBIA MPOCIEKT HOBOIO
BBIMTyCKa [IEHHBIX OyMar

syn. "red herring"” — "komueHas ceneaka"

6. underwriter (UW)_— anpeppaiitep, rapaHT pa3MelIeHNs HOBBIX
IIEHHBIX OyMar IyTeM WX TMOKYIKH JUIsI TIOCJICIYIOmEed MPOdaKH
WHBECTOpaM

syn. investment banker

underwriting — TapaHTUpPOBaHUE 3aiiMa, TapaHTUPOBAHHOE
pa3MelieHue IeHHbIX Oymar

underwriting agreement — CcoOTJaIlleHUEe MEXIy KOpIiopalyei-
HSMUTEHTOM U TaAPAaHTUWHBIM CUHJIUKATOM

underwriting ~ commission =~ —  TapaHTUHAs  KOMHCCHS,
BO3HArpakJaeHUE, KOTOPOE MOJydaeT rapaHT

underwriting liability — rapanTuitHoe 0043aTEIbCTBO

underwriting group — rpynna 0aHKOB, CHHIUKAT aHAeppaiTepoB

7. demand

disappointing demand — HU3Ku# Ccrpoc

to miscalculate the demand — coBepmuTh OIMIMOKY B pacuerax
CIpoca Ha IIeHHbIEe OyMaru

to sound out the demand for securities — W3ydaTh CIpPOC Ha
LEHHbIE OyMaru

8. vouch for — #mOKyMeHTalbHO NOATBEPIAUTH, MOPYUYUTHCS
voucher — pacniucka

9. track records — rcuepnbIBaroiast HHGOpMAIIHIs

10. dissolve (about a syndicate) — pacmycTuTh, TUKBUIUPOBATH

NEW ISSUES

Up to now, we have talked about the function of securities markets as
trading markets, where one investor who wants to move out of a particular
investment can easily sell to another investor who wishes to buy. We have
not talked about another function of the securities markets, which is to
raise new capital for corporations — and for the federal government and
state and local governments.

When you buy shares of stock on one of the exchanges, you are not
buying a "new issue". In the case of an old established company, the stock
may have been issued decades ago, and the company has no direct interest
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in your trade today, except to register the change in ownership on its
books. You have taken over the investment from another investor, and you
know that when you are ready to sell, another investor will buy it from you
at some price.

New issues are different. You have probably noticed the
advertisements in the newspaper financial pages for new issues of stocks or
bonds — large advertisements which, because of the very tight restrictions
on advertising new issues, state virtually nothing except the name of the
security, the quantity being offered, and the names of the firms which are
"underwriting" the security or bringing it to market.

Sometimes there is only a single underwriter; more often, especially
if the offering is a large one, many firms participate in the underwriting
group. The underwriters plan and manage the offering. They negotiate with
the offering company to arrive at a price arrangement which will be high
enough to satisfy the company but low enough to bring in buyers. In the
case of untested companies, the underwriters may work for a prearranged
fee. In the case of established companies, the underwriters usually take on
a risk function by actually buying the securities from the company at a
certain price and reoffering them to the public at a slightly higher price; the
difference, which is usually between 1% and 7%, is the underwriters'
profit. Usually the underwriters have very carefully sounded out the
demand for the securities. But if they have miscalculated, and the demand
is disappointing — or if the general market takes a turn for the worse while
the offering is under way — the underwriters may be left with securities that
can't be sold at the scheduled offering price. In this case the underwriting
"syndicate" 1s dissolved and the underwriters sell the securities for
whatever they can get, occasionally at a substantial loss.

The new issue process is critical for the economy. It's important that
both old and new companies have the ability to raise additional capital to
meet expanding business needs. For you, the individual investor, the area
may be a dangerous one. If a privately owned company is "going public"
for the first time by offering securities in the public market, it usually does
so at a time when its earnings have been rising and everything looks
particularly rosy. The offering also may come at a time when the general
market 1s optimistic and prices are relatively high. Even experienced
investors can have great difficulty in assessing the real value of a new
offering under these conditions.

Also, it may be hard for your broker to give you impartial advice. If
the brokerage firm is in the underwriting group, or in the "selling group" of
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dealers that supplements the underwriting group, it has a vested interest in
seeing the securities sold. Also, the commissions are likely to be
substantially higher than on an ordinary stock. On the other hand, if the
stock is a "hot issue" in great demand, it may be sold only through small
individual allocations to favored customers (who will benefit if the stock
then trades in the open market at a price well above the fixed offering
price).

If you are considering buying a new issue, one protective step you
can take is to read the prospectus. The prospectus is a legal document
describing the company and offering the securities to the public. Unless the
offering is a very small one, it can't be made without passing through a
registration process with the SEC. The SEC can't vouch for the value of the
offering, but it does act to make sure that essential facts about the company
and the offering are disclosed in the prospectus.

This requirement of full disclosure was part of the securities laws of
the 1930s and has been a great boon to investors and to the securities
markets. It works because both the underwriters and the offering
companies know that if any material information is omitted or misstated in
the prospectus, the way i1s open to lawsuits from investors who have
bought the securities.

In a typical new offering, the final prospectus isn't ready until the day
the securities are offered. But before that date you can get a "preliminary
prospectus" or "red herring" — so named because it carries red lettering
warning that the prospectus hasn't yet been cleared by the SEC as meeting
disclosure requirements.

The red herring will not contain the offering price or the final
underwriting arrangements. But it will give you a description of the
company's business, and financial statements showing just what the
company's growth and profitability have been over the last several years. It
will also tell you something about the management. If the management
group is taking the occasion to sell any large percentage of its stock to the
public, be particularly wary.

It 1s a very different case when an established public company is
selling additional stock to raise new capital. Here the company and the
stock have track records that you can study, and it's not so difficult to make
an estimate of what might be a reasonable price for the stock. The offering
price has to be close to the current market price, and the underwriters'
profit margin will generally be smaller. But you still need to be careful.
While the SEC has strict rules against promoting any new offering, the
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securities industry often manages to create an aura of enthusiasm about a
company when an offering is on the way. On the other hand, the
knowledge that a large offering is coming may depress the market price of
a stock, and there are times when the offering price turns out to have been
a bargain.

New bond offerings are a different animal altogether. The bond
markets are highly professional, and there is nothing glamorous about a
new bond offering. Everyone knows that a new A-rated corporate bond
will be very similar to all the old A-rated bonds. In fact, to sell the new
issue effectively, it is usually priced at a slightly higher "effective yield"
than the current market for comparable older bonds — either at a slightly
higher interest rate, or a slightly lower dollar price, or both. So for a bond
buyer, new issues often offer a slight price advantage.

What is true of corporate bonds applies also to U.S. government and
municipal issues. When the Treasury comes to market with a new issue of
bonds or notes (a very frequent occurrence), the new issue is priced very
close to the market for outstanding (existing) Treasury securities, but the
new issue usually carries a slight price concession that makes it a good
buy. The same is true of bonds and notes brought to market by state and
local governments; if you are a buyer of municipals, these new offerings
may provide you with modest price concessions. If the quality is what you
want, there's no reason you shouldn't buy them — even if your broker
makes a little extra money on the deal.

VOCABULARY PRACTICE

Ex. 1. Look at the words in the box, all of which are from this unit.
Match the words with the correct definition from the list below.

new issue, red herring, offer period, hot issue, underwriter,
primary market, underwriting commission
public offering, offer for sale

1. The original sale of a company's securities.

2. Stocks or bonds sold by a corporation for the first time.

3. Market in new securities issues.

4. Issue of shares expected to sell very rapidly.

5. The middleman between the corporation issuing new securities
and the public.
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6. A preliminary version of the prospectus used to obtain buying
indications from investors.

7. Money 1n return for which an underwriter takes up the shares of an
issue that are not taken by the public.

8. One way a company may issue shares for sale is to sell them all to
an issuing house, which then publishes a prospectus and sells the shares to
the public.

9. A length of time during which an offer of shares must remain
open.

Ex. 2. Look through this excerpt and then fill the spaces with words
from the box. Translate the text into Russian.

investors, raise, offer, investment bankers, long term, issue, public,

I. Corporations ... (1) the capital they need to grow by reinvesting
part of their profits, borrowing, or by selling fractional shares of ownership
to ... (2). Generally, they ... (3) these shares to investors through ... ... (4),
who, like ... (5), offer them to the ... (6) in what is called the ... (7) market.
However, all of the original investors won't hold their shares over the ... (8)
and, for a variety of reasons, will want to sell them.

repayable, issuer, offering, market value, par value, public, share,

II. Forms of Issuing New Shares.

Unlike bonds and bank loans, funds raised through an ... (1) of shares
are not ... (2) and the size of dividends is determined by the level of after-
tax profit generated by the ... (3) during a given year. New shares are
issued in the following forms:

Issues Requiring the Payment of Subscription Money *

A) Issuing for Consideration.**

The issuer makes applications for subscription to new shares and
asks subscribers to pay cash (or make payment in kind) for the new shares
they have subscribed to. This 1s the most common method of increasing the
capital of a corporation. The amount to be paid in is determined on the
basis of the ... (4) of the new share, an appropriate price set by the issuer
between its par and ... (5), or its market value prevailing on a certain
designated date.
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B) Combination of Issuing for Consideration and Issuing without
Consideration.

This method is designed to make the issuing of new shares (A) more
attractive to the investing ... (6) by combining with it issuing without
consideration.

*subscription — MOAMKMCKa, MOKYNKa BHOBb BBIMYIIEHHBIX I[€HHBIX
OyMar Ha OCHOBE ITOJIa41 3asIBOK Ha MX MPHOOPETCHHE

**consideration — cymma, yruiaunMBaemasi OJJHOM CTOPOHOM CIEIKU
Jpyroi B 0OMeH Ha 00s3aTelbCTBO

stock, stockholders' equity, offer period, par value, vouch for, issue

III. Issues Not Requiring the Payment of Subscription Money.

Issuing without Consideration.

By virtue of a resolution of the Board of Directors, the company may
... (1) new shares in an amount equivalent to the legal reserves that had
been incorporated into its capital or the amount of cash payment that was
in excess of its ... (2) during its previous capital increase. As such, this
represents a kind of ... (3) splitting without entailing any change in the par
value of its shares. While such a free distribution system causes no changes
in the ... ... (4), 1t increases the number of shares held by the recipient
stockholders.
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