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Lesson 1

Mema 3anamms.: Bukopucmogysamu npogeciiiny apeymenmayiio 0Jis1 0oHecenHs: inghopmayii,
ioetl, npobiem ma cnocodie ix supiwenns 0o gaxiseyis i Heghaxisyie y ginarncosii cghepi
OIAILHOCI.

Bank organization

The way in which a bank is organised and operates is determined by its objectives and by the
type of economy in which it conducts its business. A bank may not necessarily be in business
tomake a profit. Central banks, for example, provide a country with anumber of services, while
development banks exist to increase theeconomic growth of a country and raise the living
standard of its population. On the other hand, the aim of commercial banks is toearn profits.
They therefore provide and develop services that canbe sold at a price that will yield a profit.

A commercial bank which provides the same range of servicesyear after year is less likely to
besuccessful than one which assesses changes in the demand for its products and which tries
tomatch products to its customers' needs. New services are constantly being introduced and
developed bycommercial banks, and the full-service philosophy of many banks means that they
are akin tofinancial supermarkets, offering a wide variety of services. However,not every bank
may want to offer every kind of financial service.Many banks offer a combination of wholesale
and retail banking. The former provides large-scale services to companies, government agencies
and other banks. The latter mainly provides smaller-scale services to the general public. Both
types of banking, however, have three essential functions, which are: deposits, payments, credits.
These three functions are the basis of the services offered by banks. They make it possible for
banks to generate profits and to achieve their operating aims.

Several factors have combined to make banking an international business. These include the
growth of multinational companies and of international capital markets, the increased
competition between the banks themselves, and important improvements in communications and
transportation. The major banks of the world have established extensive international operations
by acquiring banks in other countries, by extending their own branch network abroad and by
establishing correspondent relationships with foreign banks so as to develop profitable joint
operations. The operations of these major commercial banks are dynamic and rapidly changing,
and their organization is of a global nature.

Active Vocabulary

accounting — OyxranTepchbka (paxyHKOBa) CIIpaBa, 3BITHICTb, BEIEHHS OOJIKYy, TOMAHHS
o(imiiiHoi 3BITHOCTI, OyXranTepis

to acquire - KyIyBaTH, KyIyBaTu

affiliate — mouipne abo 3anexHe MiAMTPUEMCTBO, CITOPIAHEHE KOMITaHis, (iis

to assess - OIIHIOBAaTH, BU3HAYATH

Banking Division - BiiliuIeHHS 3 BUpOOHUIITBA OAHKIBCHKUX OIEpalliif

bonds — oGmiraiii, 00HM, MUTHA 3aCTaBa, [IHHI MMarepu

bullion — 3nuTOK 30710Ta UK cpibia; 30710Ti (CpiOH1) MOHETH, IO IPOAAIOTHCS HA Bary
Certificates of Deposit (CD) — cBiIoIITBO MPO ACTIOHYBaHHS



KOIITIB, 30epekeHE CBIJIOLTBO

clearing bank — kipuHrOBHIi 6aHK, pO3paxyHKOBUI OaHK, OaHK — WIEH pO3paxyHKOBOI MalaTh
commercial bank - komepiiiiauii 6aHk

comptroller's department - KOHTPOJIBHO-PEBI3iiHNI Ta OyXraJTepChKUN BTN OaHKY

to conduct business - BecTH cripaBy

corporate banking operations — koproparuBHa (aKI[iOHEpHA)

OaHKIBChKa JiSUTHHICTD

corresponnt banking — cucremMa KOpecroHIeHTCHKHIX BiTHOCHH

Data Processing Department — Bijiii oOpoOku 1aHux, ciryx0a o6pooku iHopmarrii

Dealing Division — Bigain OipoBHUX (TOProBHUX, KOMEPLUIMHUX) omepalliil, BIAAIICHHS 3 00iry
LIHHUX TanepiB

debeture loan — mo3uuka mig 60proe 3000B's13aHHS, MO3UKY 3 O0OB'SI3KOBOIO BUILIATOIO
development bank — 6aHK pO3BUTKY, BAPOOHUYHIT OaHK

divestment - JKBijamis YacTMHH OpraHizaiii, mpofaX MiApO3aUTy OpraHi3allii, BHITyYeHHS
IHBECTHIIIH, BIICHHS aKTUBIB, BTeUa KarliTaimy

documentary credit - yHnidikoBaHI NpaBWia JOKyMEHTapHHX aKPEIWTHBIB, JOKyMEHTapPHHI
aKpEeANUTHB, JOKYMEHTOBAaHUN KPEAUT

to earn a profit - mpuHOCHUTH PUOYTOK (JaBaTU MPUOYTOK)

to establish correspondent relationships- BCTaHOBIIOBaTH KOPECIOHAEHTCHKI 3B'SI3KH  MIX
OaHKaMH

to extend a branch network - posmmproBatu Mmepexy ¢imii

to generate a profit - mopoKyBaTH (BUKIMKATH) TPUOYTOK

to increase the economic growth- 3011bIIyBaTH €KOHOMIYHHIA 3pOCTAHHS

investment trust - iHBeCTHIlIiHA KOMITIaHis, IHBECTHIIIHHA

¢donp, piHaHCOBUI TPECT, 110 IHBECTYE CBiM KamiTas y akilii IHIIUX MiANPHEMCTB

invoice — paxyHOK, (aKTypa, HaKJIaJHa, KOIITOPHC, TOBApHA HAKJIAAHA, TPUOYTKOBUN paxyHOK
leasing packages - ni3uHrOBa nporpama

line divisions - niHiitHI migpo3aian Gipmu

lucrative market - mpuOyTKOBHUiII pUHOK

merchant bank — ToproBuii 0aHk, koMepIiitHII OaHK

municipal bonds - o6xirarii abo 1HIII LIHHI AIEPHU, 110 BUITYCKAIOTHCSI MyHIIUIATITETOM
organization chart — cxema opratizauiiiHoi CTpyKTypu

payment - TUIATDK, OIIaTa, BUIUIATa, BHECOK, BMHArOpO/a, MOTAIIEHHs, MpOIUIaTa, BHaya,
PO3paxyHOK

portfolio — kamitanm y HiHHMX Tanepax, MEepeiK IIHHUX marepiB, Habip (mopTdens) MmoclyT,
n00ipKa, KOJIO BEJCHHS

premises — OymiBiIl 3 MPWIEIIUMHU CHOpPyAaMHU Ta JUISHKOIO, HEPYXOMICTh; BCTyITHA YacTHHA
JOKyMEHTa, BCTYITHA YaCTHHA JIOTOBOPY ITPO OPEH/TY, 10 KOHCTATY€E YaCTHHY MO30BHOTO 3asBU
Private Banking Division - BignineHHs 3 BHUpOOHHUIITBA OaHKIBCHKUX OMEpalliif 3 MPUBATHHUX
BKJIAIiB

profitable joint operations - mpuOyTKOB1 CHiIbHI onepaii

to provide services - HaJaBaTu MOCIyTU

to raise the living standard - miaBuIIlyBaTH piBeHb KHUTTS

retail banking - oneparii 6aHKIB i3 HIMPOKOIO KIIEHTYPOIO, OaHKIBCHKI MOCIYTH JJs (Di3MUHHX
oci0

savings bank - omagHuii 6aHK, omIaaKac

selling-off of interests — po3nponax (aKTUBHUI PO3NPOJAXK Y 3B'S3KY 3 3arp0O3010 MOJAIBIIOTO
3HIKEHHS 1[iH) TIpaB Ha MailoBy y4acTb



to surpass — nepeBepIlyBaTH, IEPEBUIILYBATH, IEPEKPUBATH, AOJIATH

Treasurer's Division — ¢iHaHCOBHIA (1HBECTUIIIHHUIT) BT

unit trust — 3arajJpbHUN IHBECTUIIMHUN TpacT-PoHA 00'€JHAHOTO KarliTanxy APIOHHUX BIIACHHKIB,
JoBipuuii naiioBuii (oHN, MalioBUN iHBeCTHLIHHUHN PoHI

USM flotation - BUITyCK HOBUX aKIiif HA PUHOK HEKOTOBAHUX

iHHMX manepiB npu JIOHTOHCHKINM (HOHIOBIM OipKi, PO3MILIEHHS MO3UK Ha il Oipxi, emicis
iHHuX nanepis Ha JIOb

wholesale banking - onepariii Benmukux 6aHKiB Mixk cO0010,

MDKOAHKIBCBHKI orepartii

wholly-owned subsidiary - podipHs KOMMaHisg, 00 3HAXOAUTHCS B TIOBHOI BJIACHOCTI
MaTepPUHCHKOT KOMITaHi{

to yield a profit - npuHOCHTH TPUOYTOK (HaBaTH MPUOYTOK)

Exercise 1. Choose the necessary word.

a. competition, b. services, c. raise, d. a price, e. payments, f.

large-scale, g. retail, h. smaller-scale

1. New ... are constantly being introduced and developed by commercial banks.

2. Development banks exist to increase the economic growth of a country and ... the living
standard of population.

3. The aim of commercial banks is to provide and develop services that can be sold at ... that will
yield a profit.

4. Many banks offer a combination of wholesale and ... banking.

5. The wholesale banking provides ... services to companies and other banks.

6. The retail banking provides ... services to the general public.

7. Deposits, ... and credits are the basic services offered by banks.

8. The increased ... between the banks contributes to the development of international business.

Exercise 2. Translate into English.

1. IcHyroTh pi3HI BHAM OaHKIB B 3QJIOKHOCTI B iX I Ta THITy €KOHOMIKH, B SIKiii BOHU
BE/IyTh CITPABH.

2. Bupobuuui GaHKM ICHYIOTh y TOMY, OO MiJHIMATH €KOHOMIKY KpaiHU Ta >KUTTEBHUU pPiBEHb
HaCeJICHHS.

3. OcHOBHa MeTa KOMEPIIITHUX OaHKIB y TOMY, 11100 3apOoOUTH MPUOYTOK.

4. Ycnix GaHKy 3aJ€XKHUTh Bijl TOTO, HACKUIBKY BIH OIIHIOE (IOCTIIKY€) MOMUT HAa CBOI MOCTYTH
Ta HaMaraeThCs 3aJ0BOJIBHUTH OTPEOH

CBOIX KJIIEHTIB.

5. I[ToenHaHHS KUTBKOX (DAaKTOPiB poOIATH OAHKIBCHKY CIIPaBy MIXXHAPOIHUM O13HECOM.

Question test

1. What does a bank organization and operation depend on?

. What three types of banks do you know?

. What is the aim of development and commercial banks?

. What does the full-service philosophy of many banks mean?

. How can you explain the difference between wholesale and retail banking?

. What three essential functions have both types of banking?

. What factors make banking an international business?

. How have the major banks of the world established extensive international operations?
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Lesson 2
Mema 3anamms: Cninkysamucs 8 YCHill ma NUCbMO8IU (hopmi THO3EMHOI0 MOBOI Y NPoghecilinill
OIANLHOCI.
Bank performance

Active Vocabulary

aceptance for customers - 3roja Ha OIUIaTy TPOIIOBUX Ta TOBAPHUX JOKYMEHTIB, aKIETITyBaHHS
KJIIEHTIB

asset - akTUBH, KamiTai, GoHIU

balance sheet - 6anancoBuii 3BiT

benefit - mencis, gomomora

cash on hand - kacoBa rorika

credit - kpeauT (TIPUXin)

customer base — KJrieHTypHa 0a3a, MOCTIHHNUN KOHTHHTCHT 3aMOBHUKIB

debit - nebet (BuTpara)

deferred taxation — BiicTpoueHa cIuiata nojiaTKiB, BiACTPOUYEHA OMOIATKyBaHHS

deposit — Bki1af, 3acTaBa, CXOBUIIIE, JCTIOHYBAHHS

to deposit — BkIIagaTu, 1eMOHYBaTH, 31aBaTH Ha 30epiraHHs,

BHOCHTH I'pOIll 710 OaHKY

depreciation — 3HOC OCHOBHHMX (DOH[IB, 3HEI[IHEHHS, 3HW)KEHHS BapTOCTi, (I3WYHUN YU
MOpaJIbHU 3HOC, CIIMCAHHSI BapTOCTI, HApaXyBaHHS 3HOCY, aMOPTU3aLliifHI BiIpaxyBaHHs

double entry - noaBiifHuI OyxXranTepchKuii 3amuc (IpoBOIKa)

to enter- BHOCUTH, 3aHOCUTHU

fee-generating activity — OaHKiBChKa OTeparrisi 3a KOMICiiiHi

fiscal — mogaTkoBO-0rOMKETHUH, Ka3HAYEHCHKUI

fixed assets — HEpyXOMiCTh, OCHOBHI 3acO0U, HEJTIKBITHI

aKTHBH, PEaJbHUI OCHOBHHUH KaIliTal

investment securities — 3a0e3MedyBaibHI MMaNepy, IMiHHI Manepu K 00'€KT KariTaJIOBKIAICHb,
IHBECTHIIIMHI I[IHHI Manepu

item — cTarTd paxyHKy, cTarTs OajaHcy, IyHKT, MpeAMET, HallMeHyBaHHS, IO3MIIis,
OyXrantepchbKuil 3aluc, KpeAUTHUH IHCTPYMEHT

liability - mpaBa cTopoHa paxyHKy (1acuB), 3a00proBaHiCTh, 3000B'sI3aHHS CILIATH

liquidity — miKBigHICTB, JIKBIAHI KOIITH, MOXJIHMBICTH TIEPETBOPEHHS Ha TOTIBKY, O0OOpOTHI
KOIIITH, 3JIaTHICTh OaHKY CBO€YACHO BUKOHYBATH 3000B'I3aHHS

loss account - paxyHOK 30UTKiB

money in vaults - TpoIIi y CXOBHIIII

Net Income — noxif, 110 miJyisirae onoIaTKyBaHHIO, YUCT1 HAIXOKEHHS, YUCTUN JOX1]T

Net Interest Income — uncTuii 10XiJ y BUIVISAL BIACOTKIB, JOX1/]1 BiJl HETTO BiACOTKIB

outgoings — BUTpaTH, BUTPATH, IIATEXKI

payable - migsrae orari

portfolio of loans - 3aranpHa cyma 1e61TOpCcbKOi 3a00proBaHoCTi, HOPT(dhEas BUJAHUX MO3UK
profit account - paxyHOK NpUOYTKiB

profitability - npuOyTkoBicTh, peHTa0eNbHICTh, IPUOYTKOBICTh, BUT1THICTh

retained profits - Hepo3nonineHnit MpuOyTOK; HEPO3MOAiIeHA PIYHUNA IPUOYTOK, IEpeHEeCEeHu Ha
HACTYTHUH piK

return on investments - TpuOYTOK HA 1HBECTHIIIT

to run business - BecTH cripaBy



sophisticated  accounting system — po3BHHEHa/ylOCKOHaJIEeHa/BUNPOOyBaHa  cHCTEMa
OyXranTepchbKoro oOMmiKy

statutory requirements - BUMOTH, BCTAHOBJICHI 3aKOHOM

stockholders' equity — akmioHepHa 4YacTWHA KamiTaly KOMMAaHil, YUCTHH KaIrliTaj, KOIITH
aKI[I0HEPiB KOMITaHi1

on a straight-line basis — piBHOMipHO (HapaxoByBaTH 3HOC, aMOPTHU3ALII0), TPSIMOJIIHIHO
transaction — EKOHOMIYHa oTepallis, yromua, 06opor

Banks necessarily use sophisticated accounting systems to record as clearly as possible what
the financial situation of the bank is. Normally such a system is based on the principle of the
double entry, which means that each transaction is entered twice, as a credit in one account and
as a debit in another account. If we deposit $100 with a bank, for example, the bank enters a
debit for the receiver and a credit for the giver. The former represents an asset to the bank, since
it is a sum of money at the bank's disposal, as well as a liability, since it will one day have to be
repaid.

The balance sheet of a bank gives us a view of its financial situation at one point in time,
usually 31 December of a particular year. But we do not know what has happened between two
balance sheets. This information is provided by the profit and loss account for the period in
question. Neither statement is exactly uniform from bank to bank, but both contain certain
essential features.

The largest asset of a bank is normally its total portfolio of loans. Deposits usually constitute
the largest liability. Balance sheets usually include the following items listed as assets:

- cash on hand and due from banks - money in vaults, balances with other banks, cheques in
process of collection.
- investments - bonds, shares, etc.
- loans - to companies, the general public, etc.
- fixed assets - buildings, equipment, etc.
Items listed in the balance sheet as liabilities are:
- deposits - all money owed to depositors.
- taxes payable - national and local.
- dividends payable - decided on, but not yet paid.
The profit and loss account records the income of a bank, and here, typically, the items in order
of size are:
- interest on loans;
- return on investments;
- fees, commissions, service charges.

The granting of credit provides the largest single source of bank income. Typically, two thirds
of an American commercial bank's yearly earnings result from interest on loans. Nine out of
every ten dollars they lend come from depositors' funds. The following items normally constitute
the main expenses in a bank's profit and loss account, again in typical order of size:

- interest paid;
- salaries and other benefits;
- taxes.

A bank's accounting systems, then, are designed to record and present the transactions that
take place every day. Substantial reserves over and above statutory requirements are an
indication to customers of the bank's strength, that it has run its business well and has retained
profits in the business for future operations. Profitability indicates the effectiveness of a bank's
performance and



how well it has managed the resources under its control. Published figures thus provide some
essential data on the liquidity, safety and income of a bank.

Exercise 1. Choose the necessary word.

a. data, b. the transactions, c. to record, d. enters, e. loans, f. indicates

1. Banks use sophisticated accounting systems ... as clearly as possible the financial situation of
the bank.

2. If we deposit some money with a bank, for example, the bank ... a debit for the receiver and
the credit for the giver.

3. The largest asset of a bank is usually its total portfolio of....

4. Profitability ... how well the bank has managed the resources under its control.

5. A bank's accounting systems are designed to record and present ... that take place every day.

6. Published figures provide some important ... on the liquidity, safety and income of a bank.
Exercise 2. Translate into English.

1. banmancoBuid 3BIT 0aHKy Ja€ KapTUHY HOro ()iHAHCOBOTO CTaHy Ha JaHWUHW MOMEHT dYacy
(3a3Buyaii Ha 31 TPyAHSA OTOYHOTO POKY).

2. Paxynku npuOyTKiB 1 30MTKIB € €JUHUMH BCIM

OaHKiB, aJie 00H/IBa MICTSTh TICBHI OCHOBHI PUCH.

3. PaxyHok mpuOyTKiB Ta 30UTKIB pEECTPYE AOX1]1 OAHKY.

4. Cuctemu OyxoOiKy MMOal0Th OCHOBHI JJaH1 MPO JKBIAHICTh, HAAIMHICTD 1 JOX1IHICTH OAHKY.

Question test

1. What systems do banks use to record the financial situation of
the bank?

. What does the principle of double entry mean?

. What is an asset of a bank?

. What is a liability of a bank?

. What information does the balance sheet of a bank give?

. What items do balance sheets include?

. What liabilities do balance sheets include?

. The income of a bank is recorded in the loss account, isn't it?

. What items constitute the expenses in the bank's profit and loss account?
10. What are bank's accounting systems designed for?
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Lesson 3

Mema 3ausmms: Cninkysamuco 6 yCHill ma NUCbMOSIl hopmi IHO3EMHOIO MOBOH ) NPopecilititl
OISIbHOCMI.

Foreign exchange
Active Vocabulary
a/c — BIAKPUTHH paxyHOK, OTOYHUH OaHKIBCHKUI paxyHOK (Bia account
current)
to add a pip — mogaT oHy JECATUTUCSIYHY BaJIOTHOTO KypCy
(ITo xomy yromu)
adverse movements - HECIIPUATIINBI 3MIHU
bid rate - kypc mokymus
to carry out a transaction - BAKOHAaTH YTOIy



currency unit - OMUHUIIS BATIOTU

to detect a discrepancy - BUSBIATH HEBIIOBIIHICTb

dealer — ToproBmii mocepeaHUK, OIpPKOBHK, areHT 3 MPOAaXy, OIpKOBUH Makiiep, ONTOBUH
HOKYTIeLlb TOBAPiB

to expose to risk - pusukyBaru

to fill in a dealing slip - 3amoBHUTH TOKYMEHT Ipo yroxay (671aHK)

firm up — 3MIiLHITH, yTBEPAUTHCH (TIPO KypC IIHHUX Ianepis)

foreign exchange dealing - yroma (omepartisi) o0 0OMiHy BTIOTH

forward rate - kypc 3 hopBapaHOi yroau (3aB4acHHif), Kypc 13 TEPMIHOBUX YIOJl

interest differential - pi3HuUIA y BIICOTKOBIM CTaBII, PI3HUIISA B CTABII OOJIKOBOTO BiJICOTKA
lack-lustre trading — MnsiB1 yroau

long position - TepmMiHOBa MO3UIlisA, IO YTBOPHJIACS B PE3yJbTaTl MOKYNKH ('foYepCcHUX abo
OTITIOHHUX KOHTPAKTIB, MO3HUIIIS 1100 TEPMIHOBUX YTOJ MPH TPl HA MiIBUILCHHS, TTO3HIIIS Ha
MJBUIIEHHS;, 3000B'13aHHS 11010 TEPMIHOBHUX YTOJ IPH TPl HA IMABUIICHHS; HASIBHICTh Y OaHKY
MIEBHOI CyMH B 1HO3€MHIH BaJIFOT1

maturity dates - cTpoku 3000B's3aHb, JaTa HACTAHHS CTPOKY

IUIATEeXYy, 1aTa MorameHHs

offer rate - kypc mpomno3utiii, Kypc npoaaBus

outright — BalIOTHUI KypcC 13 TEPMIHOBHMX YTOJ, IO BKJIOYAE JUCKOHT, TEPMIHOBUI BaJIOTHUI
Kypc "ayTpaiT", mpocta ¢opBapaHa yroja, He OB'sI3aHa 3 IHIIMMH OJHOYACHUMH ONEpallisiMU
petrocurrency - Kypc BaJIlOTH, SIKUH MOB'13aHUI 3 pUHKOM HadTH, HAQTOBI T0oIapu

to quote a rate - poOUTH KOTUPYBaHHS KypCy, TPU3HAYATH CTABKY

settlement - po3paxyHOK, crjiara

spot rate - Kypc IpH po3paxyHKax roTiBKOIO, KypcC IO CIIOTOBIH

yTOi, Kypc, SKUM pPO3paxyHKH IO Yroji MPOBONATHCS HA JAPYTHH poOOYMiA JEeHb michs il
YKJIaJIaHH$, TOTOYHUI KypC

to square account — po3IUIaqYyBaTUCS

swap - MiHa, yroja, Omepallis CBOIN, KYIBIs a00 MpoJaXX BallOTH Ha yMmoBax '"cror" 3
OHOYACHUM BHCHOBKOM

3BOPOTHOTO (hOPBAPIHOTO TPABOUMHY, OOMIH 3000B's3aHHSIMU a00 aKTHBaMH, OOMIH OJHHX
LIHHUX [anepiB HA 1HII1

tom/next — miciA3aBTpa, Yepe3 ACHb

to transact business - BeCcTH A1I0B1 orepariii, yKjaaaaTd yromy

written confirmation - MMCbMOBE I ATBEPHKCHHS

Foreign exchange dealing is, as its name implies, the exchange of the currency of one country
for the currency of another. The rate of exchange is the value of one unit of the foreign currency
expressed in the other currency concerned. With the growth of global trade, many companies
need foreign currencies to pay producers in other countries. A British company with a supplier in
Germany, for example, will probably use sterling to buy Deutschmarks from its bank in order to
pay an invoice from the German company. The bank buys the Deutschmarks from another bank
at a particular rate and provides them to its customer at a higher rate, thus making a profit.
Similarly, a bank may make gains on buying and selling currencies on the inter-bank market.
Making a profit on the transaction is the basic idea of foreign exchange dealing. Currencies can
be bought or sold in the foreign exchange market either for immediate delivery, that is at the spot
rate, or for delivery later (e.g. two weeks, three months, etc.) at forward rate. The forward
market is useful for companies, since if a company knows that it will need a particular foreign
currency to pay a bill in four weeks’ time, for example, a forward deal enables it to protect itself



against future adverse movements in the exchange rate which would have otherwise had the
effect of making the foreign goods more expensive.

When dealing in foreign exchange, normally by telephone, the bank quotes both the selling
and buying rate of a currency at which it is prepared to transact business. Settlement for a spot
transaction is two working days later. Thus, if a contract is made on Monday, the seller delivers
the amount sold and receives payment on Wednesday.

Currency traded in this way is delivered to the buyer’s account with a bank in the main centre,
or one of the main centres, for the currency in question. In the case of sterling, for example, this
1s
London, for Dutch guilders it is Amsterdam and Rotterdam, and for Belgian francs it is Brussels
and Antwerp. The buyer decides the bank where his or her account is to be credited.

The foreign exchange dealer fills in a dealing slip containing basic information such as the
date and time of the deal, the contracting party, the amount and rate agreed on, the date of
settlement, and the place of delivery of the currency dealt in. As soon as a foreign exchange
transaction has been carried out, both banks send a written confirmation containing the basic
information mentioned above. Any discrepancies may thus be detected quickly. A bank holding
debts or claims in a foreign currency is itself exposed to an exchange risk, unless the debts and
claims neutralize each other by being of equal size and by having roughly the same maturity
dates. Dealers therefore aim for a balanced total position.

If the amount of bank’s claims in dollars, for example, is larger than the total debts in dollars,
then the bank has a long position, but if the debts are larger than the claims, the bank is short in
dollars. As long as the total position balances, there is no risk for the bank.

Exercise 1. Choose the necessary word.

a. gains, b. enables, c. value, d. invoices, e. balances, f. exposed, g. settlement, h. detected

1. The rate of exchange is the ... of one unit of the foreign currency

expressed in the other currency concerned.

2. Many companies need foreign currencies to pay ... in other countries.

3. A bank may make ... on buying and selling currencies on the interbank market.

4. A forward deal ... the company to protect itself against future adverse movements in the
exchange rate.

5. ... for a spot transaction is two working days later.

6. Any discrepancies in foreign exchange dealings may be ... quickly.

7. A bank holding debts and claims in a foreign currency is ... to an

exchange risk.

8. As long as the total position ... there is no risk for the bank.

Exercise 2. Translate into English.

1. 3 pO3BUTKOM CBIiTOBOi TOPTiBJIi 6araTo KoMmnaHiii mOTpeOyOTh

B 1HO3EMHIH BaIIOTI, 100 pOo3paxyBaTUCs 3 BUPOOHHUKOM

1HIIOT KpaiHu.

2. Banroty MokHa KynuTH ab0 MpoAAaTH 3a CIIOTOBOIO a00 (popBapIHOIO YTOOKO.

3. IIpu BamoTHHX 000pyaKax OaHK 3a3BHYail pOOUTH KOTHPYBaHHS

KypCy KyMIBJIi Ta IPOJaXXy BaJIIOTH, 3 SIKO1 BiH 30MpaeThCs

MpaIfOBATH.

4. bnaHk mpo BaJIOTHY YTrojAy BKJIIOYae iH(QOpMAIIO MPO BATIOTHUI Kypc BIAMOBIIHO 0
JIOMOBJICHOCTI.

5. [TucpbMoBe MiATBEPHKEHHS MPABOYMHY JAONOMAra€e MPOCTEKUTH Oy[b-sIKy HEBIAMOBIAHICT Y
pO3paxyHKax.



Question test

. What does foreign exchange dealing mean?

. How will you explain the term “rate of exchange”?

. Why do many companies need foreign currencies?

. How does a bank make a profit buying and selling currencies?

. What are the terms for immediate delivery of currency and its delivery later?

. Why is a forward deal useful for companies? What does this deal protect a company against?
. Who decides the bank where the account is to be credited?

. What documents does a foreign exchange dealer fill in?

9. What kind of information does a dealing slip contain?

10. Why do banks send a written confirmation when a foreign exchange transaction has been
carried out?

11. What does it mean “a bank has a long position” and “a balanced total position”?
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Lesson 4

Mema 3anamms: Buxopucmosysamu npogecitiny apeymenmayito 011 OoHeceHHs iHgopmayii,
ioeti, npobnem ma cnocodie ix eupiuienHs 00 ¢axieyie i Hegaxisyie y ginancosii cgepi
OIAILHOCI.

Meetings

Active Vocabulary

base rate - 6a30Ba MO3MYKOBA CTaBKa OaHKIB, TApU(HA CTaBKa, LiHA KPEAUTY IS NEPIIOKIACHUX
NO3WYAIbHUKIB

to be straightened out over the phone — 3amaromkyBaru (OTpUMyBaTH BHUEPITHY 1HGOpPMAITiIO) 32
TenepoHOM

big customer — BeTUKHI NOKYIIELb, BAXKJIUBUN KIIEHT

borrowing facility - MOXXJIMBICTh OTPUMAaHHS TO3UKH, KPEAUTY

to charge interest rate - HapaxoByBaTH IPOLEHTHY CTaBKY

commitment - 3000B's3aHHS, BKJIAJCHHS KamiTaly, KOHTPAKT, SIKUW mependayae (iHAHCOBY
BIJIMOBIIAJIbHICTh 32 BUKOHAHHS oOlepalliid, HamiueHi (iHAHCOBI acCUTHYBaHHsI, 3000B's3aHHS
HaJlaTU KPEeUT Ha TIEBHY CyMy

countervalue — ekBiBaJIeHT, 3yCTpivHa IiHA

credit rating - peUTHHT 3arajgpbHOI  KPEIUTOCHPOMOXKHOCTI  TMO3WYajIbHUKA, OIlHKA
KPEIUTOCIPOMOKHOCTI, IOKa3HUK KPEIUTOCIPOMOKHOCTI MMO3UYaIbHHUKA

custodian services- MOCIYTH 3 OMIKHU YIPABIIHHA YYXKUMH KariTalaMu

equity transaction - yroza 3 akTuBaMu ((pOHIOBUM KaIliTanaoM) HiAPHEMCTBA

erratic rates - 0e3na/iHI cTaBKH (HeCcTaO1IbHI, MIHJIUBI)

expertise — KOHCYJIbTalllifHI HOCIYTH, eKCIIEPTHUN aHaJIi3, BACHOBOK CIIEIIaJIICTIB

flat-rate fee - maymansHuii 30ip, 0JJHaKOBa CTaBKa, TapHu( 3 MOCTIHHOIO MJIATOO

to grant on the account- HaJjaBaTH Ha PaxyHOK

to keep in touch - migTpumyBaTu 3B's130Kk

LIBOR — abop, TOHIOHChKa MiKOAHKIBChKa CTaBKa 3a KOPOTKOCTPOKOBUMHU KPEAMTAMHU, IO
HA/AIOThCSI B €BPOBAJIOTI, CTaBKa NPOJABISl HA JIOHAOHCHKOMY MiKOAHKIBCBKOMY PHHKY
JIeTIO3UTIB, cTaBKa JIOHJOHCHKOTO PUHKY MIKOAHKIBCHKUX KPEIUTIB



margin - KOJIMBaHHS IIHU (KypCy), Mapka, MeXa, pPi3HHILA, MIHIMAJIbHO MOXJIMBHHA MPHOYTOK,
MeXa IpUOYTKOBOCTI, PiI3HUISA
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MK COOIBapTICTIO Ta MPOAAXKHOIO I[IHOKO, HAILlIHKA; YaCTHHA I[iHH aKIlii, 110 BHOCUTHCS TOTIBKOIO
i1 9ac KyMiBJi B KPEAUT

mark-up — HajOaBKa, HaIliHKA, MIIBUIICHHS, PI3HUII MIXK COOIBAPTICTIO Ta MIPOAAYKHOIO IIHOIO;
OTPHUMYBATH MPOJAKHY LIHY

JI0IaBaHHAM JI0 cO0IBapTOCTI HAKJIATHUX BUTPAT Ta MPUOYTKY

to market new services - HaJlaBaTH Ha PUHOK HOBI TIOCITyTU

to meet needs - 3a10BOJIbHATH OTPEOU

outline proposal - mporo3utlisi 3aralbHOTr0 XapakTepy, HoNepeaHs MPOO3ULis

overdraft facility - nepeBuIICHHS! KPEAUTHOTO JIIMITY, CHCTEMA

oBepapadry, oBeprpadToBa Kaca, HaJaHHS KOHTOKOPEHTHOTO KPEIUTY

overnight rate - ctaBka 3a 71000BUMH JI€TIO3UTaMHM, CTaBKa BIJICOTKA 3a OJJHOJICHHUMH BKJIaJaMH,
IPOLICHTHA CTaBKa OJHOJIEHHOI IIO3UKH

per annum — Ha piK, LIOPIYHO, IPOTATOM POKY

to rate — OL[IHIOBaTH, OOYKMCIIIOBATH, TAKCYBATH, IPOBOJUTH OLIIHKY, BU3HAUaTH TapuQ/CTaBKy
security transaction — yroza i3 H[iHHUMU HarnepamMu

standby L/C (letter of credit) - pe3epBHuii (3aracHuii) aKpeAUTUB

statement of the documents - BUNucka 10KyMEeHTIB

treasure bill - ka3HauelcbKUil Bekceb

variable borrowing facility - 3MiHHa cucTeMa O3UKH

Banks provide a wide variety of services to companies, and a company operating
internationally is likely to use several banks around the world to meet its various needs. Banks
keep in touch
with these customers by telephone and perhaps with regular meetings, to maintain the
relationship and to market new services. Most companies use banks at one time or another to
finance
their operations. As with any other type of loan, banks charge interest on corporate loans. Interest
rate for loans in Britain, for example, can be charged in one of three ways: - at a margin above
the bank's base rate. Each bank decides its own rate, and then charges the company a rate of
interest which is related to this.

A big customer with a very good reputation may be charged the bank's base rate plus 0,5%,
for example, while a smaller company might be charged the base rate plus 3%;

- at a margin above LIBOR, the margin again depending on the
bank's assessment of the corporate customer;
- at a fixed rate of interest for the period of the loan.

The first two ways are variable and are adjusted periodically to reflect movement in interest
rates on the market. They may also be dangerous for the bank when market rates are erratic. A
company in a business where income and expenditure are subject to constant changes needs a
variable borrowing facility. This is met most simply by an overdraft facility. The company opens
an account with the bank, and an overdraft with a specified limit is granted on the account.

A standby letter of credit is a commitment under which a bank agrees to provide funds to a
customer where, unlike most other forms of documentary credits, no goods are involved. The
standby letter of credit is a flexible form of lending and can cover a variety of situations, in
which procedures are reduced to a statement of the documents to be received before payment is
made to the third party.



Many companies make a profit not only from the goods or services which they sell but also
from the money that they have. Cash managers utilize funds at their disposal, buying and selling
shares, treasury bills and so on, to generate profit in the form of investment income. Rather than
move valuable foreign shares and securities around the world by post, a company will deposit
them for safe keeping with a bank in the foreign country. A company in Sweden which buys
shares on the American market, for example, will use the custodian services of a US bank. Banks
naturally charge fees and/or commissions for custodian services.

Exercise 1. Choose the necessary word.

a. to finance, b. interest rate, c. regular, d. variety, e. a commitment, f. decides on, g. charge,
h. investment, i. the custodian services, j. profit

1. Banks provide a wide ... of services to companies.

2. Banks keep in touch with companies by telephone and ... meetings.

3. Most companies use banks at one time or another ... their operations.

4. A standby letter of credit is ... under which a bank agrees to provide funds to a customer where
no goods are involved.

5 Many companies make ... not only from the goods which they sell but also from the money
they have.

6. Cash managers utilize funds at their disposal, buying and selling shares, treasury bills to
generate profit in the form of ... income.

7. A company in Sweden which buys shares on the American market will use ... of a US Bank.

8. As with any other type of loan, banks ... interest on corporate loans.

9. ... for loan in Britain can be charged in one of three ways.

10. Each bank ... its own rate.

Exercise 2. Translate into English.

1. IIponienTHa cTaBKa Ha MO3UKM Y bpuranii Moke OyTH HapaxoBaHa OTHUM i3 TPHOX CIIOCOOIB.

2. Kommnasis, 1o npamroe B MbKHapogHOMY Oi3Heci, HMOBIpHO

KOPHCTYETHCSI MOCITyTaMH KUIBKOX CBITOBHX OaHKIB, 1100 330BOJLHUTH CBOi OTPEOH.

3. Bemuki kommadii 3 TapHOI pemyTalli€lo MPOIEHTHA CTaBKa 3a IO3UKOK MOXe OyTu
HapaxoBaHa y po3Mipi 6aHKiBCbKoi 0a30Boi ctaBku mitoc 0,5%.

4. PesepBHHII aKpeOUTHB € THYYKOIO (DOPMOIO KpPEIWUTYBaHHS Ta MOXE BHKOPHCTOBYBATHUCH Y
PI3HUX CHUTYaIlisX.

5. 3BHYaliHO, WO 3a TOCIYTH CIYy)XOW OIMIKKM OaHKM HapaxOBYIOTh KOMICIHHI Ta Iiary 3a
HOCITYTH.

Question test

1. What do banks provide to companies?

. How do banks keep in touch with their customers?

. In what ways can interest rates be charged?

. What companies need a variable borrowing facility?

. What is an overdraft facility?

. What flexible form of lending is mentioned in the text?

. How can companies make a profit from the money that they have?

. Do companies move their securities and shares around the world by post?
. When do companies use the custodian services?
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Lesson 5



Mema 3anamms.: Buxopucmogyeamu npogeciiiny apeymenmayiio 0/ 0oHeceHHs inghopmayii,
ioetl, npobiem ma cnocodis ix supiwenns 0o gaxiseyis i Heghaxisyie y Ginarncosiii cghepi
OIANLHOCI.

Presentation
Active Vocabulary
adverse movement - HECIIPUSATIIMBI 3MIHH
agreed date - ymoBHa gara
agreed exchange rate - 00ymMoBIIeHHI Kypc OOMiHY
base currency — BaJroTa, 1110/10 K01 KOTUPYIOThCS
1HIII BaJIFOTH, Oa3KMCHA BaIoTa
to buy at the spot rate - KynmyBaTH 3a CHOTOBUM KypCcOM (TOTiIBKOBUM KYPCOM)
to buy forward - kymyBaru 3a ¢popBapAHUM KypcoM, KyIlyBaTU Ha TEPMiH
calculated gamble - mpopaxoBaHuii puzuk
call option - yrozaa 3 nonepeaHbOI0 MpeMi€ro, OMIIIOH "Koi'", OMIIOH MOKYIIIS, YMOBA KOHTPAKTY ,
IO JIa€ MpaBO KYNHUTU TMEBHUH ToBap ab0 MLiHHI Mamepu 3a3/iajeriib BCTAHOBJICHOIO LIHOO
HPOTATOM 0OYMOBIICHOTO CTPOKY
to charge - HapaxoByBaTH, NMpHU3HA4YaTH LiHY, 3alKCyBaTd B Oopr, ne0eTyBaTH, BITHOCHUTH Ha
ne0eT, HapaxoByBaTH BUTPATH, BITHOCUTH Ha PaXyHOK, CTATYBATH IUIaTy, BUMAraTu orJiary
cleared credit balance — moramneHnii KPeAUTOBHUI 3aJIHINOK, ITOTAIIIEHE BiI'€MHE CaIbI0
contingent cash flow — MoxITHBHIT 000POT TOTIBKH, KBOTa (CKJIA[) OMEpaIliid 3 TOTiBKOIO
currency option — mpaBo BUOOPY BAJIFOTH, BATIOTHUI OMNITIOH (ITPaBO KYMUTH YH MPOAATH BaJIOTY
3a (pIKCOBAHOIO I1HOIO)
downside risk — pusuk namiHHs (Kypcy, LIHH), PU3HK 30UTKIB, PU3MK 3HIKEHHS BapTOCTI
[IHHOTO TIanepy
to drop option — BiIMOBUTHCS BiJ 3alIPONIOHOBAHUX YMOB OIILIIOHY, 3HATHU 3aBKY 3 TOPI'iB
eligible bill - Bexcens, sikuii MoXke OyTH TepeoOIiKOBaHUM Y OaHKY, TPUMHITHUN BEKCEIb
expiration date - qara 3aKiHUCHHsI TEpMiHY, 3aKIHUCHHs TEPMIHY OTIIIOHY, KIHIICBUH TEPMiH il
forward contract — KOHTpaKT TEPMIHOM 13 TIOCTaYaHHSAM Y MaOyTHBOMY,
TEePMIHOBUN KOHTPAKT
lithe exchange rate — rHy4Kkuii (mIaBarounii) Kypc BaaOT
maturities - AaTu TIATEXKYy, TEPMIHH IIJIATEXKY, CTPOKOBICTH MMOTALICHHS [IIHHUX MarepiB FOTIBKOIO
option - TpaBOYMH MpoAaBaTh ab0 KyMyBaTW IIHHI Tamnepu, MpaBO KYMUTH LiHHI Manepu
eMiTeHTa Ha 00yMOBJIEHUX YMOBax
option buyer — moKymneIp OMI{iOHIB
option writer - mpoJaBelb OMIIOHY
premium — maTra, cTpaxoBa IpeMis, KOMICiHHI 3a OIIIOH, MpeMis 3a TePMIHOBUMH YIro/amH,
Haj0aBKa 10 Kypcy 4 I[iHU
profit lock — ¢ikcaris nepen6auyBaHOr0O 10XOTY
put option — 3BOpPOTHa MpeMisi, MyT-OIIIiOH, OMIIOH MPOJABIlA, KOHTPAKT, M0 A€ TMOKYIIEBI
paBo MpojaaTH (PiHAHCOBUH IHCTPYMEHT 32 OOYMOBJICHOIO IIHOIO MPOTATOM IIEBHOTO Yacy, PaBo
BJIACHUKA OOJirarii mpea'sBUTH 10 MOTaIIeHHs JOCTPOKOBO
to run a risk - pusukyBaru
straightforward - pyxaetbcs a0 Bexyuuii mpsiMo Briepes; 0e3mocepeHii, mpoCcTHii
strike price - 1iHa peasi3aiii OMNLIOHY, L[IHA BUKOHAHHS, L1HA, 32 KO BJIACHUK OILIOHY MOXeE
KyOUTH YU MNpoJaTh IIHHUI mamip; ¢ikcoBaHa IiHA, 3a SKOK IMOKYIELb OIMIIOHY MOXe
BUKOPHCTATH CBOE TPABO KyIHUTH ab0
npojaTH MeBHi (iHAHCOB1 IOKYMEHTH



tender — mpono3uiis, IPOMO3ULIis Ha TOPrax, KOHKypCHa 3asBKa, ayKI[10H, Y4aCHUK TOPTiB
worst case — y HaWripuioMy BHIIAQAKY, HAlOUIbII HECHPHUATIMBHHA BapiaHT, y HalBaxuoMmy
BUTIAJIKY

Companies trading internationally are exposed to considerable foreign exchange risk. If, for
example, a French company knows that it will need $2 million in three months' time to pay for
imports from the USA, it can buy the dollars forward, i.e. at a rate specified
now, thus eliminating the risk of an adverse movement in the exchange rate between the French
franc and the US dollar. Unfortunately, buying dollars forward also eliminates the possibility of a
favorable movement in exchange rates. Alternatively, the company could wait three months and
then buy the dollars at the spot rate, i.e. the rate charged then for funds to be delivered two
working
days after the transaction. This way the company may get a better exchange rate but it also runs a
risk, since the rate could be worse.

Essentially, either course of action involves a calculated gamble on exchange rates.

To meet this situation, some banks developed and began to offer currency options in the early
1980s. Under the currency option, the customer pays a premium which gives them right to
demand purchase or sale of a specified currency at an agreed exchange rate up to an agreed date,
but no obligation to do so. After the customer pays the premium, the bank sends out
confirmation of the deal, lithe exchange rate in three months' time, or whenever the expiration
date is, is better than the one the customer has agreed on, they do not use the option, and instead
deal at the market rate
when they need to. Their cost has only been the premium for the option. Alternatively, if the rate
is worse than the one they have agreed upon, they exercise the option, and thus suffer no loss due
to the fall in exchange rates. The customer may exercise the option at any time up to and
including the expiration date, for value spot. This, then, is the basic idea of the currency option.

Exercise 1. Choose the necessary word.

a. premium, b. eliminates, c. gamble, d. forward, e. a risk, f. currency options

1. All companies can buy the dollars ..., i.e. at a rate specified now, thus, eliminating the risk of
an adverse movement in the exchange rate.

2. Unfortunately, buying dollars forward also ... the possibility of a favourable movement in
exchange rate.

3. The company may get a better exchange rate but it also runs ..., since the rate could be worse.
4. Either course of action involves a calculated ... on exchange

rates.

5. Some banks developed and began to offer ... in the early 1980s.

6. Under the currency option, a customer pays a ... which gives them some preferences.

Exercise 2. Translate into English.

1. KyniBnsa nonapiB 3a OpBapAHOIO YrOIOK0 YHEMOXIIMBIIOE PU3UK MPU HECTIPUSTIMBIN 3MiH1
OOMIHHOTO KypCYy.

2. I1lo6 He HapakaTuCs Ha PU3UK IpU OOMIiHI BaJIOTH, OAHKHM PO3POOHIIHM 1 3alpONOHYBAIU
BAJIIOTHI OIIIOHH.

3. Iicns ciaty KIi€eHTOM (KOMITAHIEI0) CTPaxoBoi MpeMii OaHK MiATBEPKYE YTOAdYy.

4. KiieHT MOXe CKOPUCTAaTHCS BAJIOTHUM OIIOHOM Y OyIb-fKe 4ac 110 JaTH 3aKiHYeHHS
TEPMiHY Ta BKJIIOYAIOUH .



5. KymiBnst BasoTH 32 (hOpBapIHOO YK CIIOTOBOIO YTOJO0 € MPOPAXOBAHUM PHU3UKOM.
Question test

1. Why are companies trading internationally exposed to foreign exchange risk?
2. When did banks begin to offer currency option'?

3. What is the aim of the currency option?

4. What rights are given to customers under the currency option?

5. When may a customer exercise the currency option?

6. What is the basic idea of the currency option?

Lesson 6
Mema 3auamms: Cninkysamuco 6 yCHill ma NUCbMOSIU hopmi IHO3EMHOIO MOBOI ) NPodecilititl
OISILHOCIL.

Trade finance
Active vocabulary
advising bank - 0aHk, MpPOM3BONALIMIA BBIIUIATY MO AaKKPEAUTUBY, aBU3YIOIIUH OaHK; OaHK,
U3BeIIaoLMi 6eHedumapa 06 OTKPbITUN aKKPETUTHBA
backlog — pecypc, He3aBepIIEHHBIE 3aJaHUs, 33JODKEHHOCTh (IO BBIMYCKY M IOCTaBKE
IPOAYKIUN)
beneficiary — OeHepuuuapuid, TOT, KTO MOIy4YaeT IKOHOMUUECKYIO BBITO/LY, TIOJIy4aTelb ICHET 10
aKKpEeIUTHBY MM CTPAXOBOMY IOJIUCY, 00IagaTenb MPUBUIIETUH, MTOTYYaTeNb CTPAXOBOH CyMMBbI
certificate of origin - CBUIETENHCTBO O MPOUCXOXKICHUH TPY3a, TOBapa
duplicate — nyOnuKar, KOmus, 3aJI0r0Basi KBUTAHLIUS, BTOPOH SK3EMIUISAp, KOS, UMEIOIIAst CHITY
OpUTHHaNa
to evidence the shipment of goods - moaTBepauTH OTrPy3Ky TOBapa
forfeiting - ¢uHaHcupoBaHWe TOproBuM myTéM Yy4éra BeKceled Oe3 mpaBa perpecca,
¢dbopderupoBanue
halt - nmpekpamenue neicTBUSI, MECTO TSI OCTAHOBKHU
immediate payment - HeMeJJICHHAs OIUIaTa, CPOYHBIN TIATEX, HEMEJICHHAS yIiiaTa
inspection company — HHCIIEKTUPYIOLIas KOMIaHUS
issuing (opening) bank- 0aHK, KOTOpBI OTKPBIBACT aKKPEAWTHB B JPYroM OaHKE B TOJB3Y
MpOJaBIla, SMUCCUOHHBIA OaHK, BHICTABIISIONINN OaHK
letter of credit — akkpeAUTUB, KPEAUTHOE MUCHMO
line for confirmation of credit — orpaHrYeHHE MO COTIIACOBBIBAEMBIM YCIIOBUSIM KPEIUTA
to meet the terms of the contract - y10oBI€TBOPATH yCIOBUS KOHTPaKTa
merchandize - ToBap(bl), TOProBIs, aCCOPTUMEHT; TOPTrOBaTh, COACUCTBOBATH MPOAAKE TOBApa
negotiating stance - MO3UIIKs HA IEPETOBOPAX
overdue - He yIUTaueHHBIN B CPOK, IPOCPOUYCHHBIH, TPOCPOUKa
overseas operations - 3apyOeXHbIE Ollepalnu, 3aMOPCKHE ONepaLuu
packing list - momecTHas crnenu@UKanus, yHaKOBOYHAs OIMUCH (TOBApPOCONPOBOIUTEIbHAS
JIOKyMEHTAaIus1)
partial shipment - yacTuuHast oTrpy3Ka
quote - 3ampairnBaeMas IieHa, ONyOMKOBaHHAS [IeHa TOBapa, MpeaaraeMast eHa
reimbursement - BO3MEIIEHHE pPACXOIOB, paMOyCIMpOBaHHE, (UHAHCOBOE BO3MEIICHHE,
BO3BPAIICHNUE CyMMBbI



revocable (irrevocable) letter of credit - 0T3bI1BHOI (0€30T3BIBHOI) aKKPETUTHB

to say offhand — komMMeHTHpoBaTh 1O XOmy [ena, HMIIPOBU3MPOBATb, TOBOPUTH 0e3
IpeABAPUTEIBHON MOATOTOBKU

shortfall in interest — 3a0OJDKEHHOCTh MO BBIILIATE MPOLEHTOB, HEJOCTATOYHOE BHITIOJIHEHUE
KPEIUTHOTO COTJIAIICHUS

sight letter of credit - akkpemgWTHB Ha TpEIBIBUTENS, AKKPEIUTHB C OIUIATOM TpaTrT Ha
IPeAbSBUTEIS

stringent — CTpOTHii, CTECHEHHBIN HEIOCTATKOM CPEJCTB, MCTIBITHIBAIOIINN JICHEKHBIA IS PUIIAT
time letter of credit - akkpeAUTHUB ¢ IPEIBABICHUEM CPOUHOM TPATTHI

transhipment — meperpy3ka, mepeBajika, IEpeOTNpaBKa, TPAH3UTHBIA TIpy3, TpaH3UTHAas
MepeBo3Ka rpy3oB
venture - pPHUCKOBAaHHOE TMPEANPUATHE WIM HaYMHAHME, MEpbl IO OpraHu3ali HOBOIO

IPOM3BOJICTBA; CyMMa, IOABEpraemasl pUCKy; TOBap, OTIpaBIseMbId 3a TPaHUIy Ha PHUCK
OTIIpaBUTENS; OOBEKT CIEKYIALNUN

The growth in multinational corporations manufacturing and trading on a worldwide basis has
led to the growth in the overseas operations of major banks over the last twenty years. Banking
may be said to be the one industry on which all others depend for financial services one time or
another, and banks play a key role in the import and export trade in particular. In 1981 US
companies exported goods with a total value of USD 234 thousand million. In the same year the
American market imported merchandize worth USD 261 thousand million. Banks provided a
considerable amount of money to finance this trade, and in 1980 foreign earnings accounted for
47.3 per cent of the consolidated earnings of the ten biggest US commercial banks.

Letters of credit are the most frequently used international service provided by banks for
customers involved in international trade. Such a document guarantees that the seller (exporter)
will be paid provided the terms of the contract are met. At the same time, it protects the buyer
(importer) by guaranteeing that payment will not be made until the contract is fulfilled. Letters of
credit can be revocable or irrevocable, but the latter is most usual since it stipulates that no
changes may be made without the consent of both the buyer and seller. They may also be issued
on a time or sight basis. The former calls for immediate payment against the documents
evidencing the
shipment of goods; the latter specifies a date by which payment must be made. The letter of
credit may also be confirmed, which means that the exporter's bank undertakes to pay the
exporter for
the goods once the correct documents are received.

Procedures differ according to the type of credit, but let us assume, for example, that a
company in Australia wants to import goods from a company in Basle, Switzerland. As well as
requiring credit, the Australian company wants to be sure that the contract will be fulfilled. The
Swiss company wants to know that it will be paid for the goods.

The Australian company therefore contacts its local bank and requests, for example, an
irrevocable sight letter of credit in favour of the Swiss exporter. The application will specify the
documents required as proof that the shipment of goods has been made. The Australian bank
notifies a bank in Switzerland of the credit, and is then known as the issuing or opening bank.
The Swiss bank contracts the exporter in Basle and then known as the advising bank.

The exporter, i.e. the seller, is now the beneficiary of the letter of credit, and will receive
payment provided the terms of the contract are met. When the goods have been shipped, the
company in Basle presents the documents to its bank, which may or may not be the advising



bank, and the bank will make payment immediately. Thus, it can do with confidence, since it
knows that the issuing bank must make payment. Funds then flow from the issuing bank in
Australia to the paying bank in Switzerland, as reimbursement for the money paid by the Swiss
bank to the seller in Basle. The Australian bank then recovers this money from the account of its
customer, the importer.

Exercise 1. Choose the necessary word.

a. seller, b. import, c. fulfilled, d. industry, e. letters of credit, f. shipment

1. Banking may be said to be the one ... on which all others depend for financial services at one
time or another.

2. Banks play a key role in the ... and export trade in particular.

3. ... are the most frequently used international service.

4. Such a document guarantees that the ... will be paid provided the terms of the contract are met.
5. Until the contract is ... payment will not be made.

6. Letter of credit on a time basis calls for immediate payment against the documents evidencing
the ... of goods.

Exercise 2. Translate into English.

11. bankiBchbka crpaBa Iie Taka rajay3b €KOHOMIKH, BiJl SIKO1 BCE IHIII 3aliexkaTb, KOIU HIEThCS
npo (iHaHCcOBE 0OCIYTOBYBaHHS.

2. Jlns piHaHCYBaHHS CBITOBOI TOPTiBii OAaHKU HAJAI0Th BEJIHMKI CyMHU TPOLIEH.

3. ABcTpaliiicbka KOMIIaHisi MOMpocuiIa MiclueBuil 6aHk opOopMHUTH OE3BIAKIMYHUNA aKpEeIUTHB
Ha KOpUCTH ekcrioptepa 31 LLBerinapii.

4. AKpenuTHUB 3axXMIA€ MOKYIILS rapaHTie€lo TOro, 110 orJiara He Oyne 3polsieHa JOTH, TOKU He
OyayTh BUKOHAaHI YMOBH JJOTOBODY.

5. AMepHKaHCHKHI PUHOK BBi3 Y KpaiHy TOBapiB Ha THUCSYi MUTBHOHIB J10JapiB.

Question test

1. What situation has led to the growth in the overseas operations of major banks?

2. Why do banks play a key role in the import and export trade?

3. What is the most frequently used international service provided by banks for customers?
4. What does a letter of credit guarantee?

5. What kinds of letters of credit do you know?

6. What is the issuing or opening bank?

7. What is the advising bank?

Lesson 7

Mema 3anammsa: Cninkyeamuce 6 yCHill ma nucbMo8iti popmi iHO3eMHOI0 MOB0I0 )y Npoecititill
OISILHOCI.
Financial News
Active vocabulary
to affect currency exchange rate - npoBoauTH Kypc 0OMiHYy BalIOTH
barrage of accessible information — notik goctynHoi iHpopmarii
bounce - ckakatu Bropy i BHU3 (IIpO BUPYUKY, IO pi3KO cKade, abo mpuOyTKY), MiACTpUOyBaTH
commodity prices - TOBapHi LiHH, LIIHK HAa TOTOBI BUPOOH, LIIHU Ha CUPOBHHHI TOBapU
to discern trends - BU3HAYUTH TEeHACHIIT



durable goods - ToBapu TpUBaIOro KOPUCTYBAHHS, CIIOXKHBY1 TOBAPH TPUBAJIOTO KOPHCTYBAHHS
forex volume — o6csr BKB, o6csr iHo3emHO1 BamroTH (ckopoueHo Bif foreign exchange)

glut - HagIUIIOK, MepecuYeHHs, HaJIBUPOOHHUIITBO, TOCTATOK, MEPEHACHUCHHSI PUHKY TTEBHUMH
(hiHAaHCOBUMH IHCTPYMEHTAMH

interaction of supply and demand - B3aemoisi monuTy Ta MPOMO3UIIT

interest income - "J{oxin (mpuOyTOK) y BUITISIII BIACOTKIB", IPOIIEHTHUH/PEHTHUHN TOXi]
leaseback - 3BOpOTHMIA Ji3UHI, 3BOPOTHA OpEH/A, OPEHJa MPOAABIEM MPOJAHOrO HUM MaiiHa,
IPO/IaXK BIACHOCTI 3 YMOBOIO OTPUMAaHHA ii Ha3aJ B OPEHAY

to make news - roTyBaTu HOBUHH

to rise/increase a demand - MABUIIIATH IIOIUT

setback - 3HWKEHHS 111H, perpec, pyX Haszaj, Criaj

short position - KOpOTKa MO3UIIIS - MPOJAXK - ""CHKY B MIOPTI", KOPOTKA TO3UIIIS OO OIIIIOHY,
3000B's13aHHS 32 TEPMIHOBUMH yTOJI TIPH TPl HA 3HIKEHHS

stock market price - Kypc IHHUX TanepiB Ha (OHTOBOMY PHHKY, IliHAa Ha (POHIOBIN O1pKi

to transmit news - nepeaaBatu (PO3MOBCIOPKYBATH) HOBHHU

worldwide crash-cBiToBa (T1o06anpHa) Kpu3a (cran)

Modern information technology has led to news being transmitted worldwide quicker than
ever before. Time differences around the world mean that financial news is being made
twenty-four hours a day, and it is this barrage of readily accessible information that serves as a
basis for many of the business decisions that are made concerning international banking and
financing. Techniques of analysis are applied to information to determine its implications and to
try to discern trends in the future.

Many prices are determined by a complex interaction of factors. With regard to currencies, it
may be said that one factor governing prices is the interaction of supply and demand. Interest
rates prevailing in different countries affect currency exchange rates. If interest rates rise in the
UK for example, US investors may move funds to the UK to earn higher interest income. They
will then sell dollars for sterling, and the demand for sterling will rise, while at the same time the
supply of dollars will rise too. The dollar will therefore fall in value, while the price of sterling
will rise.

Trade between countries may also affect currency rates. If, say, Japanese exports to Germany
rise, and German exports to Japan remain the same, there will be an increase in the supply of
Deutschmarks as Japanese exporters sell them for dollars. This will normally increase the value
of the Yen in relation to Deutschmarks. Government intervention may also affect exchange rates.
If sterling is weak, for instance, the Bank of England may enter the market to buy sterling with
some of its reserves of other currencies.

This will reduce the supply of sterling, thereby increasing its value. Stock market prices in a
particular country are often affected by stock market prices elsewhere in the world, and markets
tend to move together, as indicated by the worldwide crash in the autumn
of 1987. The share price of any one company will obviously tend to be influenced by the
financial performance of the company, details of which are released at various times during the
financial year. The factor of supply and demand mentioned earlier will also tend to affect
commodity prices. A bad coffee harvest in Brazil will increase the price of coffee because
demand will exceed supply. The over-production of oil, on the other hand, will lead to a fall in
the price of the commodity, since there will be a glut of oil available on the market.

Exercise 1. Choose the necessary word.
a. interaction, b. exchange, c. trends, d. value, e. tend, f. affect



1. Techniques of analysis are applied to information to determine its implications and to try to
discern ... in future.

2. Many prices are determined by a complex ... of factors.

3. The dollar will fall in ...., while the price of sterling will rise.

4. Trade between countries may also ... currency rates.

5. Government intervention may also affect ... rates.

6. The share price of any one company will obviously ... to be influenced by the financial
performance of the company.

Exercise 2. Translate into English.

Exercise 2. Translate into English.

1. Pi3Hung B yaci 1o BCbOMY CBITY O3Hadae, 1110 (piHaHCOBI HOBUHU HAPOKYIOThCS 24 TONUHU Ha
100y 1 1eH MOTiK HOBHH CITY’KHTh OCHOBOIO JIJIsl CEPHO3HUX pillieHb y CBITI Oi3HeCY Ta (DiHAHCIB.
2. SIxkmo y Benukiit bputanii BiICOTKOB1 CTaBKU 301IBITYIOTHCS, MOKHA HAMPaBUTH (iHAHCH JI0
1i€ei kpainm, o0 3apoouTn Bumuii mpuOyTok Ha BiACOTKAX.

3. Iliam Ha ¢doHAOBIN OipKi y MEBHIM KpaiHi 4acTO 3aJieKaTh BiJ IIH Yy OyIb-SIKOMY I1HIIOMY
pETioHi CBITY.

4. Pi3Hi TexHONOrii 3acTOCOBYIOTbCA [uIs 0OpoOkM iH(popmalii, 1mo0 BHU3HAYUTH chepy
3aCTOCYBaHHS OJICPKYBaHUX JaHUX.

5. @akTop B3a€MO3B'3KY MOMUTY Ta MPOIO3UIIIi BU3HAYAE TUHAMIKY I1iH HA TOBapH.

Question test

1. Why is news being transmitted at present much quicker than ever before?

2. What factor serves as a basis for many business decisions concerning international banking
and financing?

3. How does the interaction of supply and demand govern prices?

4. In what way do interest rates in different counties affect currency exchange rates?

5. What factor is the share price of any company influenced by?

6. Will the factor of supply and demand affect commodity prices? Prove it.

Lesson 8

Mema 3anamms: Bukopucmosysamu npogheciiiny apeymenmayiro 0isi OOHeceHHs inghopmayil,
i0etl, npobnem ma cnocodie ix eupiutenns 0o gaxisyie i Heghaxisyis y Ginarncosiii cghepi
OisinbHOCmI

Projects
Active vocabulary
buyer credit-kpeauT MOKYMIIO, CIOXUBYUN KPEUT
bid — mpono3uis iU, Kypc MOKYILs, 3asBKa HA TOPrax, KOHKypCHA MPOMO3HILis
bidder - mokymenps Ha ayKiioHi, 0coba, sika MPOIOHYE LiHY; MAPIATHUK, SIKUH Oepe ydacThb y
TOprax Ha IOCIIiTh
consortium - 00'eTHaHHS HE3aJIEKHUX KOMIAHIH 111 BUKOHAHHS MIPOEKTY
ECGD — JlenaprameHT cTpaxyBaHHS eKCOPTHUX KpenuTiB (Export
Credits Guarantee Department)
exchange rate fluctuation - KoIMBaHHS BaJIOTHOTO KypCy
front-end loan - pa3zoBa mo3uyka, MOYAaTKOBE 3aMO3MYEHHS, (DIHAHCYBaHHS, 110 3a0€3MeUyeEThCs
Ha NepIInX CTAisIX BUKOHAHHS KOHTPAKTy



to grant big advances - BUIUIATH BeTUKI TO3UYKH (TPAHII)

to handle a loan - cipaBnsATHCS 13 TO3UKOIO (KOHTPOJIIOBATH)

lead manager - iHBecTMLIHHMI OaHK, SKUH BHCTYNa€ TOJOBOIO CHHIMKATy KPEIUTOPIB,
NPOBIAHUIN KepYIOUHiA, TOJIOBHUI OpraHi3aTop Ta rapaHT KpeIuTy

long-term funds — 1OBrocTpokoBHii KamiTan

multiples — aHaTITHYHI TOKa3HUKH, 10 XapaKTEPU3YIOTh aKIIii

package deal - xomIuIekcHa omepartisi, akOpJHUKA KOHTPAKT, YroJa Mpo KYIBIIO KUTBKOX BUIB
TOBapiB 3a MaymaibHy CyMy

preferential fixed rate of interest — ¢ikcoBaHa HOpMa IMO3MYKOBOTO BIJCOTKA Ha MIJIBIOBUX
yMOBax

progress payments — IOCTYIOBI IJIaTexXi, MPOMIDXKHI BUIUIATH, 3017IbIIEHHS KPEIUTy y MIpY
OyaiBHHUIITBA 00'€KTY

provision of credit - Buaua KpeauTy, HaaHHS KPEAUTY

to raise money - BHINYKYyBaTH KOIITH, MO3WYATH Tpomr (MOOULTI3yBaTH KarmiTai), OTpUMYBaTH
HIO3UKY

to refer a proposal - cipsIMOBYBaTH TPOITO3HILiI0, TPOTIOHYBAaTH

subscription — BiAgpaxyBaHHs, BHECOK, MiATBEPKEHHS (CKpIMICHE OCOOMCTUM ITiJIITHCOM),
HiAMUCaHHS JOKYMEHTA; YToAy Ipo Hamip Mpua0aTy [iHHI Harnepu HOBOTO BUITYCKY

supplier credit - kpeaAUT MoOcTayaIbHUKAM, KOMEPLUIHHUI KpeaUT

to syndicate — 00'eJHyBaTH B KOHCOPIILYM YU CUHIMKAT

syndicated lending - cuHIUKaTHE KpeAUTYBaHHS (OpraHi3oBaHe KiIbKOMa YYaCHUKAMH)
syndicated loan — cuHauMKOBaHW OaHKIBCHKUU KpenuT, OaHKIBChbKa IMO3WKA, HaJlaHA YJICHAM
KOHCOPIIyMY

tendering - mogaHHs 3asABKH, y4acTh y TOPrax

turnkey basis - 3maBanHs i1 KIH04", MOCTA4aHHS i1 KITFOY

underwriting — TapaHTyBaHHS pO3MIIIEHHS MIHHUX T[AMNepiB, NPUIHOM HA CTPaxyBaHHSA,
aHJIepPANTHHT, TApaHTYBaHHS PO3MIILIEHHS TO3UKH, PO3MIp CTPaxoBOi Mpemii

when due - Koni HacTaB TEPMiH TUIATEXKY, MICIIS HACTAHHS TEPMIHY IIATEXY

The provision of credit is one of the primary functions of a bank. It allows the borrower to
finance major projects which would have otherwise not been possible. A company building a
new production plant or a country building a new dam both need to raise very large
sums of money in order to get the job done. The provision of funds by banks for specific projects
is thus an important part of international financing.

For practical or legal reasons, a bank may decide that a particular loan is too large to handle
alone. Banks often therefore refer loan proposals to other banks, frequently their larger
correspondents, and invite them to participate in the loan. Syndicated lending therefore allows a
bank to share with other banks (sometimes 100 or more from different countries) the risks
involved in granting big advances. The borrower is able to obtain more than would be possible
from a single bank, even though he or she deals with only one bank which organizes the
participation of the other banks. The lead manager, as this bank is called, decides the rate of
interest to be charged, collects payments from the borrower when due, and distributes the money
to the participating banks.

International lending normally requires a clear understanding of the political and economic
situation of the country in question, since granting credit naturally involves a degree of risk.
Banks
therefore examine exchange control regulations, balance of payments difficulties, payment
records and so on before undertaking an international loan for a major project.



In Britain, the Export Credits Guarantee Department was set up in 1919 to help British
exports. One of its range of services is to guarantee banks against losses resulting from loans
made to the
exporter (supplier credit) or to the buyer overseas (buyer credit). Such credits are used for loans
of more than two years' duration and for large contracts such as ships. In the case of a buyer
credit, the ECGD lends up to 85 % of the contract price to the buyer, or a bank in the buyer's
country, so that the exporter can be paid.

A similar organization in the USA is the Export - import Bank (Eximbank), a government
organization set up in 1934 to aid trade between the United States and other countries.

Exercise 1. Choose the necessary word.

a. loan, b. the provision, c. due, d. to raise, e. clear understanding, f. proposals, g. duration,
h. lead manager

1. ... of credit is one of the primary functions of a bank.

2. A company building a new production plant or a country building a new dam both need ...
very large sums of money.

3. A bank may decide that a particular ... is too large to handle alone.

4. Banks often refer loan ... to other banks.

5. The ... decides the rate of interest to be charged, collects payments from the borrower when ...,
and distributes the money.

6. International lending normally requires a ... of the political and economic situation of the
country in question.

7. Credits are used for loans of more than two years' ... and for large contracts such as ships.
Exercise 2. Translate into English.

1. BugineHHs KpeaAuTy A03BOJISIE MTO3NYATBHUKY (hiHAHCYBATH BEJUKI IPOTPaMHU.

2. Slxkmo G6aHK BBaXkae, IO MO3UKA 3aHAATO BEJIMKA, BOHA MOXE 3alPONOHYBATH 1HIIUM OaHKaM
B3ATH Y4acTh Y TO3HIIL.

3. baHK-iHBeCTOp BUPIIIYE, IKY BiJICOTKOBY CTaBKy HapaxyBaTH.

4. OnHa 3 YUCJICHHUX TMOCIYT JCTapTaMEeHTy — II€ TapaHTis TOro, Mo OaHKW HE 3a3HAIOTH BTPAT
BiJI KPESJIUTIB, BUJAHUX EKCIIOPTEPOM.

5. ExcnioptHo-imnoptauii bank CIJA nonomarae toprismi Mixk CIIIA Ta iHmmmu kpainamu.

Question test

1. What function of the bank aids to finance major projects?

2. When do banks refer loan proposals to other banks and invite them to take part in the loan?

3. What kind of lending allows a bank to share risks with other banks?

4. What is the lead manager responsible for?

5. Why does international lending require a clear understanding of the political and economic
situation of the country in question?

6. What organization was set up in Britain in 1919?

7. How is a similar organization set up in the U

Lesson 9
Mema 3anamms.: Buxopucmogyseamu npogeciiiny apeymenmayiio 0/ 0oHeceHHs: inghopmayii,

ioetl, npobiem ma cnocodie ix supiwenns 0o gaxiseyis i Heghaxisyie y Ginarncosii cghepi
OisinbHOCmI



Trends

Active Vocabulary

accounting records- OyXranTepchbKi 3BiTH

ATM withdrawal - 3HsTTS rpomeit uepe3 6ankomat (Automated Teller Machine)

authentication measures - IpUHOMHU BCTAHOBJICHHS 1ICHTUIHOCTI,

3aXO0/IM [IOJ0 MMOCBiIUeHHs a00 3aCBIAUEHHS M1

JIHHOCTI JJOKYMEHTa, CTIOCOOM 3aCBITUCHHS CIIPABKHOCTI JOKYMEHTA

balance of payment difficulties- TpyaHoIIII MIaTI>XKHOTO OanaHCy

to commit sum- BKJIaJaaTH KaiTall

concessionary rate - mJbrosa (KOHIECiiiHa) MPOLIEHTHA CTaBKa

contingency planning - nuaHyBaHHs 71l B eKCTpeMallb

HUX YMOBAX, IUTAHYBaHHS Ha BUIAJ0K Ha/I3BUYAHHIX 00CTaBUH

dealing room-omnepariiftauii 3aj1, TUIepchka KiMHaTa

deficit-HecTadya, HEJOCTATHICTb, HENONIK, HEAOCTAaTHA CyMa, Je0CTOBE CalbJ0 pPaxyHKH
HEPO3MOIJICHOTO MPUOYTKY

EFT - enmekrponnuii mepeka3 kxomrtiB, EIIC, enexkrponHa mnepecunka (OHIIB, €IESKTPOHHI
miarexi (electronic fund transfer)

encryption - 3amn@pyBaHHsl, KOAYBaHHs, 3aC€KpEUyBaHH:;

financial conglomerate - ¢inancoBa 6araronpodispHa Kopropauis, AuBepcudikoBaHa piHaHCOBA
KOMIIaHis, 110 Mae (isii, 0 TOPTyOTh Pi3HUMU TOBAPaMU Ta MOCIyTraMH

growing demand for finance - 3pocratounii monuT Ha GpiHAHCH

IC-Intermediate Cross-Connect, Identity Card

interest payments- criaTa BiZICOTKIB, IPOLIEHTHI IIATExX1

interface- criomyyHa JaHKa, y3roKyrOUUi MPUCTPIi

ledger- npuOyTKOBO-BUATKOBA KHUTA, OyXTalTepPChbKHIA PETICTp, FOJOBHA OyXrairepchka KHUTa
loan portfolio- moprdenr BumaHWX MO3WK, 3arajbHa cyMa JeGITOPCHKOT 3a00pProBaHOCTI,
MO3UYKOBUH TOPTQEIh

to meet obligations - BUKOHYBaTH 3000B's13aHHS

OECD - oprani3aiisi eKOHOMIYHOTO CHIBpOOITHULTBA Ta po3BUTKY (Organisation for Economic
Co-operation & Development)

to offer financial services- HanaBaTi QpiHaAHCOBI MOCIYTH

over-the-counter transactions- mo3a0ip:koBi (1110 MPOBOJSATHCS 3a FOTIBKY a00 06€3 MOCepeTHUKIB)
yroau

personnel costs-BUTpaTH Ha YTPUMaHHS IEPCOHAITY

portfolio- mopTdens iHHKUX HanepiB, KamiTaa y MIHHUX Nanepax, MepetiK IIHHUX Tanepis,

ratio - mponopitisi, Koe(iieHT, CITIBBIIHOIICHHS, BITHOCHUN MTOKa3HUK

real-time data-oriepaTuBHI JaHi; JaHi, 10 HAAXOAATh Y peaIbHOMY MacIiTadi yacy

repayment installments- yeproBi BHeckH (ITOTAIICHHS)

repercussions — BIUTUB, HACIIIKU, PE3yIBTaTh

to reschedule loans- nepepo3noainuTH MO3UKU

to restructure — 3MIHIOBaTH CTPYKTYpY, NE€PETBOPIOBATH, PEOPraHi3oByBaTH, NepedydoBYBaTH
CTPYKTYypY

securities house - (hipma, 1110 TOpPrye HIHHUMHU Narepamu

security operations- omnepatiii, o 3ade3neuyoTh 06e31neKy, oneparii cryxou 6e3nexu

statutory means - HOPMAaTUBHHH I1HCTPyMEHT, mnepeibaueHHil 3akoHOM 3aci0; omeparis, II0
HiIsIrae€ BUKOHAHHIO 3T1/IHO 13 3aKOHOM



SWIFT— MixnaponHa MikOaHKIBChbKa OpraHizallis 3 BaIIOTHUX Ta (PiHAHCOBUX PO3PAXyHKIB 3a
tesnexkcoM (Society for

Worldwide Interbank Financial Telecommunications), MixkOaHKiBCbKa €NEKTPOHHA CHUCTEMa
nepenayi iHdopmarii Ta 3aiicHeHHs iarexis, CBIOT

to transmit (transfer) electronically- nmepenaBaru eneKTpOHHHM CITIOCOOOM

up-to-the-minute data— ocrtaHHi AaHi, IMOXBUJIWMHHI TOBIJIOMJICHHS, iH(OpMAIlsS MPO Te, IO
TpanuiIocs,

world recession-cBiToBa periecis (cran)

Banking has faced considerable external change over recent decades, and major changes have
taken place in the industry itself. Developments have been many and rapid. One of the most
important developments during the 1980s was the growth in international debt problems, a
situation which had begun to evolve in the previous decade. In addition to the growth in the
financial needs of large companies, government agencies around the world also formed an area
of
growing demand for finance in the 1970s. International banks assisted countries with balance of
payments difficulties, that is those which were importing much more than they were exporting,
by
lending them large sums of money, and this assistance increased after the sharp rise in oil prices
in 1973, since the higher prices meant even greater balance of payments problems for some
countries. Banks were at this time able to lend out more money, deposited with them by oil
producing countries, to countries with payment deficits. Some leading banks committed sums
which exceeded their capital and reserves, ignoring the principle of a well-spread loan portfolio.

During the 1980s, however, high interest rates and world recession prevented several
countries from meeting their repayment obligations. Banks have had to reschedule loans, that is
arrange for
interest payments and repayment installments to be delayed, and the debt crisis, as it has been
termed, has put banking in the industrialized countries under a certain amount of strain. Some
observers see the financial strength of the banks depending on the financial strength of the
debtors. In this way, they claim, the debt problem threatens both the development of the debtor
countries and the stability of the banking system of the industrialized world.

A second challenge faced by banks recently is the increasing competition from other
organizations, both in terms of numbers and in the range of financial services offered. Banks are
generally very closely regulated, examined, restricted and supervised, making it sometimes
difficult to meet new competition from institutions operating under different regulations, such as
insurance companies.

Laws and regulations restraining the activities of banks and other financial organizations have
been changing, and continue to change. One example in the UK is the so-called Big Bang, which
in 1 986 deregulated the traditional procedures for dealing in UK securities. The changes taking
place in the financial services industry are not confined to any one country, however, and
innovation and development are contributing to general market evolution, both nationally and
internationally.

A third trend in banking during recent years has been the growth in the application of
technology in the industry. Accounting records are maintained with the aid of computer systems,
where ledgers were once kept by hand. Messages can now be transmitted
and funds can be transferred around the world electronically in a matter of moments. Dealing
rooms often use the latest technology, with electronic hardware and software. The information
systems used may include a transaction input capability, an interface with main office systems,



large high resolution colour displays, and soon, to provide the up-to-the-minute data on which
effective trading decisions are based.

While electronic systems reduce time and paper, they do involve certain risks, such as those
of computer system failure and fraud. Security operations in both cases are therefore of vital
importance to modern banks. If a system breaks down, it is imperative that in formation is not
lost. With large sums of money being sent around the world electronically, it is also imperative
that banks prevent outsiders or unauthorized users from penetrating their systems and diverting
funds for their own use. One professional survey in the UK in the mid-1980s estimated that
computer fraud involving funds transfer in the UK totaled some 50 million pounds a year.

Banking services offered to the general public are also becoming increasingly automated, as
banks try to reduce their costs associated with branch over-the-counter transactions, such as
personnel costs.

Exercise 1. Choose the necessary word.

a. records, b. imperative, c. assisted, d. personnel, e. loan, f. failure, g. payments, h. market,
i. competition

1. Many banks try to reduce their ... costs offering their automated

services.

2. International banks ... countries with balance of payments difficulties.

3. During the sharp rise of oil prices in 1973 the higher prices

meant even greater balance of ... problems for some countries.

4. Some leading banks ignored the principle of a well-spread ...portfolio.

5. Recently banks faced the ... from other organizations both in terms of numbers and in the
range of services.

6. Financial services industry development and innovation are contributing to general ...
evolution.

7. Accounting .... are maintained with the help of computer systems.

8. Electronic systems do involve certain risks, such as computer system ....

9. If a system breaks down it's ... that information is not lost

Exercise 2. Translate into English

1. 3a ocTaHH1 AecATUIITTS y chepi OaHKIBCHKUX MOCIYT MPO B1IOYIUCS BEIHUKI 3MIHU.

2. banku 31TKHYIHCS 3 TIOCTIHHO 3POCTAIOU0I0 KOHKYPEHIIIEIO 3 CTOPOHU 1HITUX OpTaHi3allii.
3. Byxrantepcrki TOKyMEHTH BEIYThCS 3a JOTIOMOTOI0 KOMITIOTEPHUX MPOTPaM.

4. Xoua eJeKTPOHHI CHCTEMH 3201 DKYIOTh Yac Ta marip, BOHU CXHJIbHI JI0 TIEBHOTO PU3UKY

Question test

1. What was the most important development in banking industry during the 1980s?

2. What countries did international banks assist and why did the assistance increase in 19737
3. Which principle was ignored by many banks committing sums which exceeded their capital
and reserves?

4. What facts prevented several countries to meet their repayment obligations?

5. What was the result of the debt crisis for industrialized countries?

6. What does the financial strength of banks depend on?

7. Why is it difficult for banks to compete with insurance companies?

8. What changes have taken place after the application of technology in the banking industry?
9. Why are security operations of vital importance to modern

banks?



10. What are the advantages of banking automated services offered
to the general public?

Lesson 10
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Stock Exchange

Active vocabulary.

major [ merd3or| roIOBHUI, 3HAUHU, OCHOBHUHN

to host [hovust] mpoBonuTH, OpraHizoByBaTH, NpUMaTH rocTeit

to establish [1'stablif] BcTaHOBIIOBaTH, 3aCHYBaTH, 3aCHYBaTH, ChOpMyBaTH

regulation [regjo’le1rfon] mpumnuc, mpaBuI0, IHCTPYKITiS, TOJIOKCHHS

to refer [r1 f3:r] mocunaTucs, BiTHECTH, CTABUTHCH, MIOCIATUCS

requirement [r1' kwaromont] Bumora, HeoOXiaH1 yMOBH, TOTpeda, HEOOX1AHICTh

blue-chip [blu: tfip] npecTrwkHuUl, aBTOPUTETHUMN, BUILIOTO KJIacy

to issue ['1fu:] Bumyckartu, BumaBatu likely ['laikli] #imoBipHO, mBHIIE 32 BCEe, MOKIUBUH,
HareBHO

stake [steik] uacTka, cTaBKa, maii, y4yacTh

estate [1'stert] MaifHO, BIaCHICTb, HEPYXOMICTh

tie up [ taiap] 3B'a3yBaru, CTATYBaTH, NPUB'I3aTH, B'I3aTH

possession [pa'zefon] BONIOAIHHS, BOIOIIHHS, MAfHO, BIACHICTh

to sign over [sain 'ouVvar] BiANKMCyBaTH, NepeaaBaTu

mutual fund [ 'mju:tfusl fand] B3aemuuii / maitoBuii houx

convenience [kon'vi:nions] 3pyuHicTb, Komdopt thriving [ 'Orarvin] mpoupiTarouuid, KBITYUHIA,
110 PO3BUBAETHCS

to handle [ "handal] cipaBnsTHcs, KepyBaTH, 00pOOIATH

to participate [pa: tisipert] OpaTu yyactb, OpaTi ydacts gain [gemn] npuOyTOK, MPUPICT, BUTO/A,
IOX1

proposal [pra'povzal] mpomo3urris

listed exchanges (TepmiH a5 Mo3HaueHHS TUX OIpK, K1 HE BXOAATH 0 O(]ILIIHOrO CIUCKY Ta
npozaaroTh akuii MmetogomM OTC) OTC (Over-The-Counter) (BUKOPHUCTOBYETBCS ISl OMUCY aKLIii,
SK1 TOPTyIOThCsSl Oe3MOocepelHb0 MK JTuiepaMu, TOOTO JIIOAM Ta OpraHizaiii, siKi KymylTb Ta
MPOAAIOTh IS 1HIINX, @ HE Ha (JOHIOBOMY PUHKY)

to pass away [pa:s 9 wel| IoMepTH, IOMEPTH

hedge fund [ 'hed3  fand] xemxeBuit ponx security [s1 kjuorati] riHHUN namnip

to absorb [ob'zo:b] mormunaTu, abcopOyBaTH, CIIOXKUBATH, BOUpATH

to merge [m3:d3] o0'eqHyBaru, 3'e1HaATH

The world of exchanges is a very interesting place. It might seem terrible for beginners, but
learning about stock exchanges shows that there is nothing scary about them. To start with, there
are dozens of stock exchanges all over the world. For example, when one exchange closes in
China, another one opens in Germany, it allows to create the endless circle of transactions and
operations. The amount of money which some stock exchanges profit may cover budgets of
several third-world counties. But let’s start with simpler things and then go deeper and learn
about OTC (Over-The-Counter) markets, purpose and significance of exchanges, how people
bought and sold securities during World War I and finally the main stock exchanges in the world.



First, what is an exchange? Let’s put it simply; an exchange is an institution, organisation, or
association which hosts a market where stocks, bonds, options, futures, and commodities are
traded. Buyers and sellers come together to trade during specific hours on business days.
Exchanges establish certain rules and regulations on the firms and brokers that are involved with
them. If a particular company is traded on an exchange, it is referred to as “listed". Securities
that are not listed on a stock exchange are sold OTC, which stands for Over-The-Counter.
Companies that have shares traded OTC are usually smaller and riskier because they do not
meet the requirements to be listed on a stock exchange. However, sometimes those firms
might go up. Many giant blue-chip stocks, such as Berkshire Hathaway, at one time traded on
the over-the-counter market now they migrated to the so-called "Big Board," or New York
Stock Exchange.

What is the purpose of a stock exchange?

When a business raises capital by issuing shares, the owners of those new shares will want to sell
their stake someday. There are many reasons for selling their shares. Maybe they have a child
going to college and they need to cover the costs. Perhaps they relatives pass away, and their
estate is a subject to some estate taxes they have got to pay. Without a stock exchange, these
owners would have to go around to friends, family members, and community members, hoping
to find someone to whom they could sell their shares. Technically, you can do this. You do not
have to sell your shares on a stock exchange. You can take physical possession of your stocks in
certificate form, endorse them, and sign them over to someone in exchange for payment in
your lawyer's office, or at your dining room table if it suits you. When the stock exchange
was closed during World War I, many people did just that, creating a secondary shadow
market. The downside is that there is no transparency. Nobody knows what the best price is for a
given stock at any given moment in time. You could be selling your shares for $50 while the guy
two towns away is getting $70)

With a stock exchange, you will never know the person on the other end of the trade. He,
she, or it could be halfway around the world. It could be a retired teacher. It could be a
multi-billion dollar insurance group. It could be a publicly traded mutual fund or hedge fund.
The need for convenience is what led to the establishment of the biggest stock exchange in
the world.

In the United States, a group of stockbrokers met under a tree in New York City. On May
17th, 1792, twenty-four of these stockbrokers got together outside of 68 Wall Street to sign
the now-famous Buttonwood Agreement, which effectively created the New York Stock &
Exchange Board. Almost three-quarters of a century later, in 1863, it was more efficient
for finding liquidity so that an investor in California could just as easily sell his or her shares
to someone in Zurich.

London Stock Exchange

What are the major stock exchanges in the world? At one time, the United States had thriving
regional stock exchanges which were located in particular parts of the country. In San
Francisco, for example, the Pacific Stock Exchange had a system where brokers would handle
buy and sell orders for local investors who wanted to purchase or liquidate their ownership
stakes. Most of these were shut down, purchased, absorbed, or merged following the rise of the
microchip, which made electronic networks much
As of January 31st, 2015, the biggest stock exchanges in the world by market capitalisation of
listed securities are:

1. The New York Stock Exchange is located in New York City with $19.223 trillion in listed
market capitalisation.



2. NASDAAQ is short for the "National Association of Securities Dealers Automated Quotation,"
this electronic stock exchange is located in New York City with $6.831 trillion in listed market
capitalisation.
3. London Stock Exchange is located in London, England with $6.187 trillion in listed market
capitalisation.

4. Tokyo Stock Exchange is formally known as the Japan Exchange Group, located in Tokyo,
Japan with $4.485 trillion in listed market capitalisation.

5. Hong Kong Stock Exchange is located in Hong Kong, Hong Kong with $3.325 trillion in
listed market capitalisation.
6. TMX Group is the Canadian stock exchange is located in Toronto, Canada with $1.939 trillion
in market capitalisation.
7. Deutsche Borse is the German stock exchange, located in Frankfurt, Germany with $1.762
trillion in market capitalisation.

The significance of the stock market. The stock market is one of the most significant
components of a free-market economy. It allows companies to raise money by offering stock
shares and corporate bonds. It lets common investors participate in the financial achievements of
the companies, make profits through capital gains, and earn money through dividends, although
losses are also possible. The stock market works as a platform where savings and investments
are getting together into productive investment proposals. In the long term, it helps in capital
formation & economic growth for the country.

Ex. 1. Explain the following words or phrases.

1. Regulations —
2. To pass away —
3. Possession —
4. To handle —
5. To issue shares —
6. Proposal —
7. Estate —
8. To sign over a certificate —
9. To trade —

10. Blue chip firms —
Ex. 2. Choose the correct word.

1. When a business raises capital by issuing shares, the keepers / owners of those new shares are
likely going to want to sell their stake someday.

2. Securities that are not listed / entered on a stock exchange are sold OTC, which stands for
Over-The-Counter.
3. An estate might be a subject to some estate taxes / fines one has got to pay.
4. Buyers and sellers come together to deal / trade during specific hours on business days.

5. You can take physical possession of your stocks in certificate form, and sign / emblem them
over to someone in exchange for payment.
6. The stock market allows companies to raise / expand money by offering stock shares and
corporate bonds.
7. The need / demand for convenience is what led to the establishment of the biggest stock
exchange in the world.
8. New York Stock & Exchange Board was recalled / renamed almost three-quarters of a century
later, in 1863.




9. In San Francisco, for example, the Pacific Stock Exchange had a system where brokers would
host / handle buy and sell orders for local investors who wanted to purchase or liquidate their
ownership stakes.

10. When the stock exchange was closed during World War I, many people sold their shares to
one another, creating a secondary black / shadow market.

Question test
1. What is the purpose of exchanges?
2. Does everyone have a possibility to buy shares?
3. What are “listed” companies? What is the difference between “listed” companies and those
who trade on the over-the-counter market?
4. Why do people and firms buy and then sell their stakes?
5. How did people sell their shares during World War I, while the exchanges were closed?
6. What is the NYSE? How was it established?
7. What are the biggest and most important exchanges nowadays?
8. According to the source, the Russian exchanges are not listed in the TOP major exchanges
around the world. Why? What Russian exchanges do you know?
9. Why are exchanges so significant for the world economy?
10. What would happen if all the exchanges around the world were closed?

Ex. 5. Translate into English.

1. ®opmanbHo nepia y cBiti hoHI0Ba Oipxka Oyna BikpuTa B AMcrepaami Ha modatky 1600-x.
2. Ha nanuit momenT y Pocii Hamiuyerscst 10 ponnoBux 6ipx. [lpore, Topru LiHHUMH narnepamMu
BiZI0yBatOThHCs NuIe 3 3.

3. LliHHI mamepu BUITYCKAalOTh JJIS TOTO, LI00 3ady4uTH N0AaTKoBi rpomi. Ilepen Bumyckom
EMITEHT OI[IHIOE CKIJIbKU TpoIeil oMy moTpiOHO 1 B sKiit ¢popmi.

4. Bpokep — MOCEpeIHUK MK 1HBECTOPOM Ta €MITEHTOM, MPo(eciiiHnil yYaCHUK PUHKY, KUK
3MIACHIOE YTOH 3 MIIHHUMU TIaTriepaMu JIJIsl iHBECTOpa.

5. BnacHuKaMm IiHHHMX TanepiB MOXyTh OyTH BUIUIAY€Hi AWBINEH/HM, LI PIIIEHHS MPUUMAETHCS
CaMOI0 KOMIIaHI€10 Ha OCHOBI 11 ()IHAHCOBUX PE3YJIbTATIB.

6. OnHiero 3 OCHOBHMX (yHKLIH (OoHIOBOI Oipki € 3a0e3nedeHHs] (piHAHCOBOTO KpPyroooiry,
3IJaTHOTO MPOBOJUTH CBITOBY €KOHOMIKY SIK [IO3UTHUBHO, 1 HETAaTUBHO.

7. bipxa nae MoxiMBICTh (pipMaM Ta NMPUBATHUM I1HBECTOpAM 3[IMCHIOBATH YOI 3 PI3HUMHU
(hiHAaHCOBUMU THCTPYMEHTAMHM, TAKUMHU SIK aKIlii, 00mirarii, KpeAUTHI IepUBATUBH TOIIIO.

8. diHaHCOBI IHCTPYMEHTH BiAPI3HAIOTHCS PI3HUMHU PU3HKaMU. YUM MEHIIIUN PU3UK, THM MEHIIIE
MOJKHA 3apOOHUTH 1 HaBITaKH.

9. PuHOK HIHHUX NanepiB 31aTHUN 3aTy4aTH IPOILOBI 3a1acH HACEJIECHHS, 1110 Y CBOE YEPIy MOXKe
HEraTUBHO MO3HAYMTHUCS MOIUTI TOBAPH.
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FinTech firms

Technological innovation holds great promise for the provision of financial services, with the
potential to increase market access, the range of product offerings, and convenience while also



lowering costs to clients. At the same time, new entrants into the financial services space,
including FinTech firms and large, established technology companies (‘Big Tech’), could
materially alter the universe of financial services providers.1 This could in turn affect the degree
of concentration and contestability in financial services, with both potential benefits and risks
for financial stability.

Greater competition and diversity in lending, payments, insurance, trading, and other areas of
financial services can create a more efficient and resilient financial system. Notwithstanding
these clear benefits to financial stability, heightened competition could also put pressure on
financial institutions’ profitability. This could lead to additional risk taking among incumbents
in order to maintain margins. Moreover, there could be new implications for financial stability
from BigTech in finance and greater third-party dependencies.

While markets have developed differently across jurisdictions, there are commonalities that
warrant international discussion. While these commonalities may be global in scope, their
impact on each jurisdiction depends on the state of development of the financial services
industry and the regulatory environment. Some key considerations from the FSB’s analysis of
the link between technological innovation and market structure are the following:

* To date, the relationship between incumbent financial institutions and FinTech firms
appears to be largely complementary and cooperative in nature. FinTech firms have generally not
had sufficient access to the low-cost funding or the customer base necessary to pose a serious
competitive threat to established financial institutions in mature financial market segments.
Partnering allows FinTech firms to viably operate while still being relatively small and,
depending on the jurisdiction and the business model, unburdened by some financial regulation
while still benefitting from access to incumbents’ client base. At the same time, incumbents
benefit from access to innovative technologies that provide a competitive edge.

* Yet there are exceptions to this trend, as some FinTech firms have established inroads
in credit provision and payments. FinTech credit is growing rapidly, but is still small as
a proportion of overall credit in most jurisdictions. To the extent that technology permits
a further unbundling of profitable services traditionally offered by banks and other
institutions, the profitability of such institutions may be negatively affected in the future.

» The competitive impact of Big Tech may be greater than that of FinTech firms. Big Tech
firms typically have large, established customer networks and enjoy name recognition
and trust. In many cases, these companies could also use proprietary customer datagenerated
through other services such as social media to help tailor their offerings to
individual customers’ preferences. Combined with strong financial positions and access
to low-cost capital, Big Tech firms could achieve scale very quickly in financial services.

This would be particularly true where network effects are present, such as in payments
and settlements, lending, and potentially in insurance. Cross-subsidisation could allow
Big Tech firms to operate with lower margins and gain greater market share. Hence,
while Big Tech firms could represent a source of increased competition for incumbent
financial institutions, in some scenarios, their participation may not result in a more
competitive market over the longer term. A greater market share of Big Tech may be
associated with unchanged or higher concentration, along with a change in composition
away from traditional players. A striking example is the mobile payments market in
China, where two firms account for 94% of the overall market.

* Reliance by financial institutions on third-party data service providers (e.g. data
provision, cloud storage and analytics, and physical connectivity) for core operations is
currently estimated to be low. However, following the trend in other industries, some
analysts predict that reliance will increase going forward. If high reliance were to



emerge, along with a high degree of concentration among service providers, then an
operational failure, cyber incident, or insolvency could disrupt the activities of multiple
financial institutions. Thus, while increased reliance on third-party providers
specialising in cloud services may reduce operational risk at the individual firm level
(idiosyncratic risk), it could also pose new risks and challenges for the financial system
as a whole, particularly if risks are not appropriately managed at the firm level, and if
the complexities and interconnectedness of third parties and their usage continue to
grow. This was noted in the conclusions of the FSB’s 2017 report on FinTech to the
G20,

Exercise 1. Compose an assay on one of the following topics:

“The reasons for creating a more efficient and resilient financial system”
“Characteristics of FinTech firms”

“The competitive impact of Big Tech “

Question test

1.What are the functions of FinTech firms?

2.Does FinTech provides financial stability?

3. What are the relationship between incumbent financial institutions and FinTech firms?

4. How can you characterize FinTech credit?

5.What kind of competition is there between Big Tech firms and FinTech firms?

6.What is the prediction of analyst as to reliance by financial institutions on third-party data
service providers?

7. Can increased reliance on third-party providers specialising in cloud services reduce
operational risk?
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Financial innovation and links to market structure. Part 1

Earlier FIN papers have highlighted the drivers of FinTech innovations, including technology,
regulation, and evolving consumer preferences, including customisation. Here we focus on
some specific drivers that could influence the market structure of the financial sector in key
ways. On the supply side, these include the use of application programming interfaces (APIs)
over the internet, cloud computing, and changes in consumer behaviour driven by smart phone
technology. The utility of certain technological applications has increased dramatically with
big data and greater computing power. Although it is too early to predict, going forward,
applications of distributed ledger technology (DLT) may have significant impact. Moreover, the
pace of adoption of financial innovations has increased, meaning that market structure
impacts could be felt more quickly than in past eras. Some elements of financial regulation,
such as licensing requirements and competition aspects in regulation, can also be relevant
supply-side drivers as discussed below. Finally, there have been a number of changes in
customer demand. This section considers each of these factors in turn.



Supply factors — technological developments
Use of APIs. The use of APIs allows different software applications to communicate with each
other and exchange data directly, without the need for human inputs. APIs have been used for
decades, for example, in the US to enable personal finance management software to present
billing at bank websites, and to connect developers to payments networks. They have become the
de
facto standard for sharing data, and recently became the mechanism of choice for use over the
internet to enable organisations that hold large amounts of data to become platforms for third
party innovation.

Newer deployments, including ‘open APIs,” facilitate service improvements, particularly
more
immediacy in payments. It is reported that the programmable web, a public directory of web
APIs, has grown the size of its records from just one in 2005 to more than 17,000 in 2017.
Several jurisdictions have or are developing frameworks for the application of APIs. APIs can
also support greater unbundling of services. Yet the use of APIs, if not well deployed and
securely managed, could in principle lead to new risks. In particular, poorly deployed API’s
could lead to increased market structure fragility.

Supply factors — regulation Since the global financial crisis, the G20 regulatory reforms
have made the global financial system materially more resilient. In addition to the G20 reforms,
a number of other policy interventions may impact on the development of FinTech firms, Big
Tech firms and incumbents.

Licensing and supervision regulation Changes in licensing and prudential supervision
frameworks can impact the emergence of new FinTech business models. As noted in the recent
BCBS report, most current supervisory and licensing frameworks predate the emergence of
FinTech. That report recommends to supervisors, where appropriate, to monitor the impact of
new business models and financial services delivery systems to determine how they affect their
ability to supervise end-to-end financial transactions. BCBS surveys indicate that authorities are
comfortable with the applicability of regulatory requirements to banking services provided by
FinTech firms and nearly half the regulatory authorities surveyed also are considering new
regulations or guidance related to emerging FinTech services.

Exercise 1. Compose an assay on one of the following topics:
“The impact of Application programming interfaces (APIs)”
“Licensing and prudential supervision frameworks”

Question test

1.Why do (APIs) play so important role in FinTech innovations?

2. How do newer deployments, including ‘open APIs,’ facilitate service improvements?
3.What is the target of G20?

4.What can you say about the changing in licensing and prudential supervision frameworks?
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Financial innovation and links to market structure. Part 2

Competition aspects in financial regulation After the financial crisis, new models emerged
with respect to the role of competition and the financial services sector. For example, in 2015 the
UK Financial Conduct Authority gained concurrent powers for enforcement of competition
policy. Supervisors in other jurisdictions have also been granted competition-related powers, or
introduced new methods of cooperation with competition authorities. In many cases, ensuring
contestability and a level playing field is an explicit policy objective, and some authors have
suggested assessing the application of antitrust tools, such as merger controls, alongside
regulation to ensure financial stability.

A particularly salient example of regulation aimed at promoting competition is in policies
around open banking. In the European Union, this was decided in 2015 through the revised
Payment Services Directive (PSD2). PSD2 intends to make it easier and safer to use internet
payment services; better protect customers against fraud, abuse and payment problems; and
promote innovative mobile and payment services. PSD2 mandates open access to certain types of
customers’ banking data38 for non-bank licensed providers of payment initiation
services (PIS) and account information services (AIS). The latter providers are thus allowed to
acquire information pertaining to personal online banking accounts, if customers explicitly so
choose, and banks are not entitled to deny their access right. Under PSD2, customers should be
able to open one app for one account and see a list of all their accounts, even those with other
banks; authorise licensed third parties to access a certain set of their payment-related banking
details without having to provide login details; and decide which information they want to share
with what provider and for how long.

Similarly, the EU interchange fees regulation (IFR), which entered into force in 2015, aims to
enhance competition by reducing interchange fee flows for card-based payments and increasing
transparency in this market sector. In other jurisdictions, comparable developments include 2017
revisions to the Banking Act in Japan, which included provisions to encourage banks to open
their APIs, as well as banks’ ability to acquire FinTech firms and/or collaborate with them to
promote innovation and efficiencies.

The Canadian competition authorities in 2017 also completed a similar review of the
payments
sector (along with a review of lending and equity crowdfunding, and investment dealing and
advice). The recently passed Mexican FinTech Law (approved on 1 March 2018) also
includes requirements for financial entities, including FinTech firms, and novel models (such
as a regulatory sandbox) to open data through APIs to third parties and allows them to collect
fees for this; to prevent these fees from being excessive or incongruent, financial authorities
will authorise the proposed fees and can veto them. In Australia, the government has announced
that a ‘consumer data right’ (giving customers a right to direct that their data be shared with
others they trust) will be applied sector by sector, with open banking to be the first application.
In addition to these areas, the regulatory approaches to the oversight of cloud service
providers
may be relevant. In some cases, these approaches have considered concentration risks and cloud
services.

Moreover, data protection regimes can have an impact on both the degree of competition and
contestability of markets (i.e. the ability of new players to enter), and the potential for firms to
expand internationally. Specifically, the cross-border application of different regimes may
hinder global business operations. As one commentator noted, “fragmentation and market



barriers are emerging around requirements for privacy and data flows across borders that make
international operability a growing challenge.” Moreover, there may be a risk that firms

located in jurisdictions with restrictive data protection regimes are not permitted to operate in
third countries on the grounds of the firms’ inability to subject themselves to effective
supervision from third-country regulators. Another financial stability concern raised by data
protection regimes is that third-country authorities’ ability to supervise foreign firms from
operating in their jurisdiction (either directly or in cooperation with a foreign regulator) may be
hindered. This would be mitigated if data protection frameworks offer a mechanism that ensures
that third-country authorities have access to the personal data needed to conduct their
supervisory and enforcement activities.

Exercise 1. Compose an essay on one of the following topics:
“The impact of competition in financial regulation”

“The EU interchange fees regulation”

“Data protection regime”

Question test

1.What new models were used in the UK with respect to the competition?

2.What kind of regulation was made around open banking?

3.What fees regulation entered in force in 2015 in the EU?

4.What was the situation with competition authorities in Canada in 2017?

5.What are the measure in Australia authority?

6. Did data protection regimes can have an impact on both the degree of competition and
contestability of markets?
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Impact to date of FinTech firms

Various FinTech services are being used by substantial shares of retail clients in specific
markets, particularly in China. Yet to date, FinTech firms have typically found new niches —
e.g. platforms for P2P lending, crowdfunding, and cross-border payments — and underserved
clients, such as small businesses or people who lack a credit history. In other cases, they have
cooperated with incumbents or Big Tech firms. Cooperation gives FinTech start-ups access to
clients (for example, through selling white-label and co-branded products) while, depending on
the jurisdiction and the business model, potentially reducing their regulatory compliance
burden. In turn, incumbents get access to innovative technologies and products and can gain
advantage by being the first ones to offer their clients new products and services.

One area that may see more competitive pressure from FinTech is lending, particularly to
underserved segments of the population. As described in previous FIN work, a range of new
lending platforms, including P2P and marketplace lenders, have appeared in jurisdictions
around the world.

These platforms often have access to online methods of client interaction;
new data sources and methodologies for analysing data (such as machine learning); and new
business models. In theory, this can create competitive pressure for incumbents, and force them
to streamline their own loan underwriting processes and employ better and faster data analytics



systems. So far, competitive pressures on incumbent lenders in most established market
segments appear limited. Available data suggest that despite rapid growth, FinTech credit is
still small as a proportion of overall credit in most jurisdictions, including China, Korea, and
the UK. Credit quality of P2P lending platforms has also been a concern.

On the other hand, cooperation between incumbents and FinTech firms has been observed in a
number of markets. Often, incumbents outsource to FinTech firms some of their lending
business, while FinTech firms benefit from access to incumbents’ client base and reputation.

Lending platforms have also entered segments where they have no competition from the
incumbents, e.g. among unbanked clients (providing online services to those who cannot apply
for loans from traditional players) and underserved segments (small businesses, subprime
customers, and clients with insufficient credit history or lower job security). Partnerships are
also common in the payments space.

Exercise 1. Compose an essay on one of the topics:
“New niches of FinTech firms”
“New lending platforms”

Question test

1.What is the position of FinTech services in China?

2. Does the cooperation FinTech and BigTech firms give start-ups access to clients?
3.What client interaction do you know?

4. Do lending platforms have entered segments where they have no competition from the
Incumbents?
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Impact of Big Tech firms

In some jurisdictions, large, well-established technology firms have recently entered financial
services markets. These firms can provide financial services as part of the products or services
that they normally provide. Big Tech firms can partner with incumbents and act as distributors
of their payment, lending and insurance products (which is being significantly simplified
through APIs). Alternatively, their access to a large quantity of client data could allow them to
carry out risk assessments, which could underpin the provision of credit.

Some data provides an overview of financial activities currently provided by Big Tech firms.
The Chinese Big Tech firms (Alibaba, Baidu and Tencent) in particular are active across a range
of financial services. In many cases, these firms partner with incumbent financial institutions or
new FinTech players to offer credit, insurance, wealth management services over their platforms.
In the United States, Amazon lending, launched in 2011, offers loans to merchants selling goods
through its marketplace. As of December 2017, Amazon had $2.6 billion in seller receivables
related to its seller lending programme.

Recently, Amazon has begun apartnership with Bank of America on small business lending,
and is reportedly in talks with banks around a checking account product. In Australia, Japan, and
the UK, PayPal Working Capital is also increasing lending to businesses. In East Africa, Egypt
and India, Vodafone MPesa reports having 32 million active users in payments, and in Kenya
offers credit and deposits products through M-Shwari. In Latin America, e-commerce platform



Mercado Libre had lent $127 million in various markets as of late 2017, and is experimenting
with asset management and insurance products.

A traditional commercial bank’s business model relies heavily on establishing a large number
of preferably stable customer relationships; at its simplest, allowing it to raise deposits from
customers with a liquidity surplus and grant loans to businesses and consumers with funding
needs. In this intermediation process, the bank earns revenues: (i) from the net interest
margins and fees on the intermediation process, and (ii) from cross-selling (through the long-
term relationship) of other financial services and products (e.g. payments, savings, insurance,
wealth management) where fee and other income may be earned.

With their access to client data, Big Tech firms may be able to acquire market share in the
second area, in particular, which is often a high-revenue part of banking activities. There has
for instance, been some expansion into mobile payments, though, at present, they have largely
been overlays onto existing payments infrastructure. Yet even in its current form, this can have
an effect on existing institutions both by levying fees on institutions for access to the
technology, and by altering the customer relationship. For the Chinese Big Tech firms and
MPesa, there is a separate payments infrastructure.

Similarly, in the insurance industry, technology is already changing the distribution of

products
and the interactions with customers. Big Tech firms are able to provide services quickly, in a
convenient way, 24 hours a day and without the need to contact an insurance broker. Customer
experience is additionally improved through the use of such amenities as game-like interfaces
(‘gamification’), the internet of things (IoT), usage-based insurance, robo-advisors and so on.

While Big Tech firms that provide financial services could be thought of as a subset of
FinTech,
they differ from other FinTech firms in some key regards. First, Big Tech firms often already
have established networks and a very large customer base. Because of their size, Big Tech firms
are usually well capitalised and do not face the same constraints accessing external funding as
FinTech firms. Secondly, technology companies may be able to use proprietary customer data
from their non-financial-service operations, providing a competitive advantage in the provision
of financial services. Third, Big Tech firms may have ready access to the forefront technologies
to process big data, including cloud computing, artificial intelligence and machine learning.
Thus, they may enjoy some competitive advantages over financial services firms.

Exercise 1. Compose an essay on one of the topics:

“The place of Big Tech firms in financial services markets”

“An overview of financial activities provided by Big Tech firms in different countries”
“Big Tech firms acquire market share in a high-revenue part of banking activities”

Question test

1.Can Big Tech firms provide financial services as part of the products or services?
2.What examples of the Big Tech firms activity in different countries can you present?
3.Do Big Tech firms activity influence on stable customer relationships?

4.What is the role of the Big Tech firms in the insurance industry?

5.Do Big Tech firms differ from other FinTech firms?



