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I. Money
Russia

1. Paper Money of the Russian Empire

The first Russian paper money was issued in 1769 under Catherine the Great. It was the banknotes of 25, 50, 75 and 100 roubles value. The banknotes were rather plain, one-sided, printed in one colour. They had the frame, the text, the label and the signatures of four officials. It was easy to falsify this money. The counterfeiters took out the figure “2” and drew the figure “7”. In 1786 the denominations of the Russian money were changed in order to prevent the manufacturing of the false money: the banknotes of 75 roubles value became impassible. To make paper money widely used the banknotes of small value (5 and 10 roubles) were issued. Besides the new sort of paper for money printing was used. The first Russian money was inflationary. The budget of the country had been showing a loss with the expenses for the military needs covered by issuing more and more paper money. The currency reform was necessary.

Preparations for the first currency reforms lasted for about 20 years; the currency reform was completed in 1847 by E.F.Kunkrin. The main purpose of the Kunkrin’s currency reform was to make a paper rouble be equal to a silver rouble. The first step of the currency reform was issuing new banknotes of 5, 10, 25, 50, 100 and 200 roubles value in 1818-1819. The second step of the currency reform was issuing the deposit slips of 3, 5, 10, 25, 50 and 100 roubles value. Everyone who made a contribution in silver coins received deposit slips. The third step of the currency reform was issuing the credit slips. In 1847 new money, the state credit slips was issued, the old banknotes, deposit and credit slips became impassible. New money came in 1, 3, 5, 10, 25, 50, 100 roubles denominations. A paper rouble became equal to a silver rouble.

Having the printing technology improved the design of the Russian money issued after 1866 became more complicated. It was for the first time when paper money had the portraits of Russian tsars placed in the banknotes. Since then it has become a tradition.

A gold standard was introduced by Great Britain in 1816. All European countries joined the gold standard in the last third of the XIX century. To join the gold standard Russia had to perform the second currency reform. The second currency reform was implemented by S.Y.Vitte in 1897. The main purpose of the second currency reform in Russia was to provide gold backing to paper money. This meant that gold coins were in circulation alongside with paper money. Everyone could bring the gold to coin money. It was allowed to change the gold coins for different kinds of paper money: banknotes, checks, obligations. The possibility of export and import of the gold coins and paper money without limitations facilitated the development of foreign trade. The gold savings in the Treasury increased greatly. The new credit slips were issued. The credit slips of 5, 10 and 25 roubles value issued in 1892-1895 had a symbolic image of a women in a Princess clothes and the Monomakh’s Hat leaning on a shield with a two-headed eagle in it. The banknotes of small value had the same appearance as the banknotes issued before, but the text on changing the bills for metal money was different. The credit slips of large value issued in 1898-1899 were the most beautiful paper money of the Russian Empire. 

In 1905 the paper money of a new design reflecting new tendencies in art was issued. 

The First World War worsened the economic situation in Russia. In summer 1915 lack of money of small value was urgent, the banknotes for 1, 2, 3, 5 and 50 kopecks were issued. This was the last money of the Russian Empire.

1. Answer the questions

1. When was the first Russian paper money issued?

2. Why was it easy to falsify the first Russian paper money?

3. What measures were taken to prevent the manufacturing of the false money?

4. Why was currency reform necessary?

5. How long did the preparations for the first currency reform last?

6. What was the main purpose of the Kunkrin’s currency reform?

7. How many types of paper money existed during the period from 1818 to 1847?

8. When has it become a tradition to place the portraits of famous people in the bank notes?

9. What is a gold standard?

10. Who performed the currency reform leading to the implementation of the gold standard in Russia?

11. Why did gold savings in the Treasury increase?

12. What was the most beautiful money of the Russian Empire?

13. Why did the Russian paper money of a new design appear in 1905?

14. What was the value of the last money of the Russian Empire?

15. Why was the money of small value issued in 1915?

16. Describe any of the banknotes of the Russian Empire. 

2. Quasi-money

Quasi-money is a very interesting economic phenomenon. Governmental money reflects the history of the state, quasi-money represents the most difficult periods of the history of the state.

 After the February revolution in 1917, Russia suffered from a money hunger, which increased after the Great October Socialist Revolution when printing state paper money stopped. Besides, local people in power didn’t support the revolution and in different regions of the country there were the similar problems. One of them was absence of small-value bank notes to pay salaries and wages, to buy products.

In the organized in the North of the country Northern Region (Severnaya Oblast’) it was decided to issue quasi-money – the checks for 3, 5, 10 and 25 roubles. The checks were printed in Petersburg, the drawings for the checks were made by a well-known painter and a black-and-white artist S.V.Chekhonin. In the check of 25-roubles value you can see a polar bear and a walrus shown against a background of arctic lights, that’s why in everyday practice these checks were called “walruses” (“morzhi” or “morzhovki”). The year of issue (1918) was not shown in the checks, there was a twice repeated letter and a three-digit number, and these checks were signed by the officials of the branch bank office. 

The frame with the figure pointing the value of the check was placed in the reverse side of the bank note, there was also a decorated vignette with the coat-of-arms of the city of Archangelsk inside the frame: the flying archangel armed with a flaming sword and a shield hitting the thrown down devil.

The checks were designed for the circulation in the Archangelsk province only. This quasi-money due to the respectable appearance was eagerly accepted by the population. In summer 1918 in order to prevent speculative activity with the checks of the Archangelsk’s branch of the State Bank it was decided to register and stamp the checks. To register the check meant to put a special stamp on the reverse side of the bank note. In the stamp the crown above the two-headed eagle was thoroughly cut off. The stamped checks were signed by Prince Ivan Kurakin. In 1920 these checks became impassable. 

In the North of the country the tsar money was in circulation alongside with these checks after the Great October Socialist Revolution. The bank notes had the perforation “ГБСО” (the State Bank of the Northern Region). It was easy to imitate the perforation, to determine if the perforation is true or false was also easy, false perforation could be recognized by touch. Besides people used the Provisional Government money (“dumki” or “kerenki”). Also there existed money manufactured in England. 

      In the South of Russia conditions for the first quasi-money manufacturing were quite different. In the Kuban the ataman (Cossack chieftain) and the military government didn’t support the revolution and the Soviet power. In February 1918 the governmental detachment of the Kuban Army left Ekaterinodar. They took away silver coins, some money of small value and about 2,000,000 roubles of 1000-roubles value bank notes issued by the Provisional Government from the State Bank. Local people didn’t have enough money of small value to sell food and forage to the army; they couldn’t give change for the 1000-roubles bank notes. 

The Military Government of the Kuban decided to issue quasi-money of small value: 1, 3 and 5-roubles bank notes. There were no good printing equipment to print money in the army, besides there was little paper. The first money of the Kuban krai government was simple, printed in black colour and had little decoration – a frame made of crosses. Though this money had a secret drawing of a key as an element of security. In a few days the money was renamed and became short-term obligations. Manufacturing of this quasi-money started. Officials signed them, labeled with numbers, and put a stamp. They worked hard for three days from early in the morning till late at night, but managed to sign only 49,550 roubles.  
The Soviet power set in the Chernomorsk-Kuban Soviet Republic also issued the quasi-money. When the Kuban krai government returned and occupied Ekaterinodar, they announced that the money of the Chernomorsk-Kuban Soviet Republic were invalidate. 

Different kinds of paper money were used in the Kuban – the tsar money and the Provisional Government money; the money circulated in Rostov-on-Don was considered as foreign currency and exchanged at an exchange rate. The question of money was urgent, the Kuban krai government wanted to be independent financially; they bought a typography in Rostov-on-Don, planning to issue compulsory for all money. The drawings for the compulsory money were done by A.A. Yunger known as an author of the design of Rostov-on-Don bank notes.

1. Answer the questions:

1. What is quasi-money?

2. Is it an interesting economic phenomenon?

3. Why did quasi-money appear in Russia after the Great October Socialist Revolution?

4. Why didn’t local people in power support the revolution?

5. Who was at the head of the organized in the north of the country Severnaya Oblast’?

6. When and where were “morzhovki” issued?

7. Who made the drawings for the checks?

8. What was shown in the front side and in the reverse side of Arkhangelsk’s checks?

9. Why was it decided to register the checks?

10. What other kinds of money circulated in the north of the country alongside with the checks?

11. When did the checks become impassible?

12. Were conditions for the first money manufacturing in the south of the country the same as in the north or different?

13. How did the first money of the Kuban krai Government look like?

14. Did the Soviet power in the Kuban issue quasi-money?

15. Were there the similar financial problems all over the country?

16. When was quasi-money forbidden?

2. Are the sentences true or false?

1. Quasi-money is issued by the state.

2. Quasi-money can be issued by any person.

3. Quasi-money is issued by the local governments.

4. After the revolution quasi-money was issued to pay salaries and wages.

5. After the revolution quasi-money was issued to give change.

6. Alongside with quasi-money after the revolution some other kinds of money were used.

7. Archangelsk checks are used till now.

8. In the Kuban the obligations were issued.

9. The money of other regions was considered in the Kuban as foreign currency.

3. Take any bank note you have and answer the questions:

1. When and where was it issued?

2. What is its value?

3. What is shown in the facial side and in the reverse side of the bank note?

4. What is the colour of the bank note?

5. Does the bank note have perforation?

6. Is it stamped?

7. Is the circulation of this bank note limited?

8. What can you buy for this sum of money?

3. Soviet Paper Money

The first Soviet state paper money appeared in 1919 under the circumstances of the Civil War and the intervention. The Bolsheviks planned to have the economy of administrative type, when all the goods produced in the country had to be gathered and then distributed, the economic policy of that time is called “war communism”. But a money hunger in the country was urgent and in general during the Civil War there were eight issues of money. Most of the first Soviet money was plain, one-sided and printed in one colour. It was possible to print such money locally, and there are the facts that local painters made the drawings of some kinds of the existing Soviet money and local powers printed the necessary amount of money in different regions. 

It is necessary to pay attention that during this period there was the paper money with the proletarian slogan “The workers of the world, unite!” Money which had the slogan written in seven languages (Russian, French, Italian, English, German, Chinese and Arabian) was called “the Babylonian money”. 

Another interesting example of the money printed in 1919 is the money with the year of issue 1918 and the coat-of-arms of the two-headed eagle without a crown. Of course this is a huge discrepancy; the explanation of this discrepancy is the fact that for this money the Bolsheviks used the drawings which were prepared by the Provisional Government.

The population of Russia after the revolution suffered from hunger and poverty, there was not enough goods, raw materials and fuel, many factories and plants closed, the unemployment had risen. The Government understood that the economic police had to be more flexible and in 1921 the Russian Government undertook the transition to the “New Economic Policy”. One of the features of this period was the currency reform. They wanted to have credit money and issued “chervontsi”. It was declared that this money had the gold backing.

In December 1922 the Russian Federation, the Ukraine, Byelorussia and the Caucuses Republics united and formed the Union of the Soviet Socialist Republics. The first money of the USSR with the state symbols of the USSR was issued. 

In 1927 the main task of the Soviet country was industrialization. The first 5-years plan was approved. The main figures of the plan were corrected by Stalin. He wanted to make the USSR become a strong industrial state. The resources were distributed accurately, all the country lived in a rigid labour regime. 

Though the first 5-years plan was not fulfilled, the plan for the second 5-years period was not less rigid. It led to the great industrial growth, and at the Congress of the Communist Party in 1937 it was declared that the first stage of communism, socialism, had been built. In 1936 Stalin’s Constitution which was the mask for the state policy and disguised the state terror was approved.

In general during the period from 1924 to 1938 there were nine issues of the Soviet paper money. The money issued in 1937 can be considered as a kind of political advertising. It had the pictures of the men of labour. The drawings were done by I.I.Dubasov.

After the Great Patriotic War people worked very hard to raise the country from the ruins. In 1946 a new Constitution, the Constitution of the won socialism, was approved. For the first time the food or ration cards were canceled, in 1947 there was the next currency reform. The USSR issued new money, both credit slips for 1. 3 and 5 roubles designed by I.I.Dubasov and bank notes for 10, 25, 50 and 100 roubles.

In 1953 Stalin died. In 1956, at the XX Congress of the Communist Party of the Soviet Union Stalin’s methods of governing were criticized. Many freedoms declared in the Constitution became real, the state and social organizations were reorganized, the federal status of many peoples in the USSR (Balkar, Ingush, Kalmyk, Chechen) was restored. In 1957 the Karelian-Finnish Soviet Socialist Republic was reorganized into the Karelian Autonomous Soviet Socialist Republic. From that time the USSR consisted of 15 republics and the coat-of-arms of the USSR was changed: there were 15 coils of ribbon round the ears instead of 16. 

The last currency reform in the USSR was in 1961. The drawings for the money were done by I.I.Dubasov and S.A.Pomansky.  The money became horizontally-oriented, the credit slip for 1 rouble was the smallest one, the pairs of banknotes for 3 and 5, 10 and 25, 50 and 100 roubles were of the equal size. It made the manufacturing and the work with the money easier. This money was in use till 1991 when the appearance was slightly changed.

In December 1991 the USSR broke down. Though some bank notes issued in 1992 by the State Bank of Russia had the symbols of the USSR, which was an interesting from the modern point of view mistake. 

1. Answer the questions:

1. When was the first Soviet state paper money printed?

2. Was the first Soviet paper money plain and one-sided?

3. Why did some money of Soviet Russia have the two-headed eagle without a crown?

4. How many currency reforms did Soviet Russia perform?

5. How many times was the Soviet money issued?

6. Can we say that paper money of the state is a kind of political advertising?

7. What kind of money was called “the Babylonian money” and why?

8. When was it decided to issue “chervontsi”?

9. Why did the country try to have credit money and what does it mean?

10. How did industrialization influence the appearance of the Soviet money?

11. How many times was the money of 1947 issued and why?

12. When was the last currency reform in the USSR?

13. Who made the drawings for the Soviet money?

14. Why did paper money issued by the State Bank of Russia after the USSR had broken down have the symbols of the USSR?

4. Paper Money of Post-Soviet Russia
When the former USSR had been finally splitting into 15 independent states, during the period of transition towards the market economy Russia started economic reforms. The main features of the reforms were liberalization of the prices and privatization of the state enterprises. In the beginning of 1992 the prices became free and determined by demand and supply. The prices for the goods had risen 150 times, it was a confiscation of the savings of the population. When in 1992 privatization started, people didn’t have money to buy shares. In autumn 1992 all people of Russia received the privatization checks (vouchers) which were supposed to be used for buying shares. It was allowed to invest these checks into the shares of enterprises, which had to bring profit to their owners. Many of the funds which sold their shares to the population for vouchers later disappeared.

Economic reforms were difficult, Prime Ministers and Vice Prime Ministers were assigned and left their positions one after another. Each of them had his own points of view on how the reforms had to be fulfilled. The military enterprises and enterprises of the fuel and energy industries needed heavy investments, besides the government thought that the employees of the budget sphere had to be socially protected. The inflation was very high. During a period of high inflation there were different issues of banknotes, the value of the banknotes became higher and higher, and reached the denomination of 500,000 roubles. In 1993 there were 40,000 private enterprises in Russia. Private and state enterprises had the accounts in different banks. There were about 2,000 commercial banks in Russia. The bank system was very complicated; all banks had close ties, performed interbank payments and interbank lending.

In 1997 a monetary reform took place, a new rouble replaced old ones at 1:1000 rate. In August 1998 the government announced about the refusal to pay debts and to have the dollar rate fixed by means of using the resources of the Central Bank.  Many people wanted to withdraw their money from their bank accounts, but the banks couldn’t meet the demand. The bank system of Russia collapsed. The banks lost the trust of the population. People preferred to convert their savings into dollars and to keep them at home. The counterfeiters used the situation, a great amount of the false money appeared. In 2004 the modified banknotes of 1997 were introduced, now they have improved security features. 

1. Answer the questions

1. What is the reason of the USSR splitting?

2. What were the main features of the economic reform in Russia?

3. Was the price raising a confiscation of the savings of the population?

4. Who received the privatization checks?

5. How did people use vouchers?

6. Why was the inflation in Russia during the period of transition to the market economy high?

7. What was the highest denomination of the banknotes issued in Russia in 1992 – 1997?

8. What is the bank system?

9. How many banks were there in Russia in the 90ies of the XX century?

10. Were the banks tied?

11. What was the purpose of the monetary reform in 1997?

12. What was the reason of the bank system collapse in 1998?

13. Why did people prefer to convert their savings into dollars?

14. Why did the state issue the modified banknotes?

The United Kingdom of Great Britain and Northern Ireland

5. Modern British Currency System

A pound sterling is the official unit of currency in the UK. 100 pence (like pennies) make a pound. Pence (also called 'p'), coin units come in 2, 5, 10, 20, and 50 pence denominations and also ₤1 and ₤2 coins. Paper currency comes in ₤5, ₤10, ₤20, and ₤50 denominations
.

Scotland has its own paper notes with the same value amounts, English paper notes  are accepted in Scotland too. But it's best to get rid of your Scottish money before you journey back to England – they are sometimes frowned on in the south.

The Isle of Man issues currency with its own imprint in the same denominations as the UK except for a ₤5 coin. UK money is legal tender on the island, but the money of the Isle of Man is not accepted in the UK. 

Northern Ireland is, of course, part of the UK and has the same currency. Not so the Republic of Ireland. It has adopted the Euro.

The Euro is accepted in many business establishments in the UK, but not all, so to avoid a hassle, get your money changed into the local currency. Euro notes come in 5, 10, 20, 50 and up denominations. Coins are in the same denominations as the UK ones.

Older British Currency System
Pound: A pound was the basic unit of currency. It came in the form of a paper bill, called a note, or a gold coin, called a sovereign. The slang term for a pound is a quid and there are other slang terms for various amounts of money. A monkey is 500 pounds, a pony is 25 pounds. Shilling: There were 20 shillings to the pound. The shilling was the workhorse of the currency. It was used to buy food and household necessities like coal, candles and soap. The slang term for a shilling was a bob.
Penny: The smallest unit of currency, the plural of which was pence. There were 12 pence to a shilling and 240 pence to a pound.

These were the basic coins of the realm, but not all. Some other terms which were used for some special coins - multiples and fractions of shillings and pence. And here they are:
	Coins
	Value

	Guinea:
	A gold coin worth one pound, one shilling. The slang term for guinea was a yellowboy. The guinea was used in professional transactions. A gentleman paid his tailor in shillings, but his barrister in guineas. In one of Elizabeth Mansfield's Regency Romances, the hero goes out carrying his money in guineas. The owner of an inn is surprised to see a yellowboy in payment – he would have been used to being paid in shillings.

	Florin:
	A coin worth 2 shillings

	Crown:
	A coin worth 5 shillings

	Half-crown:
	A coin worth 2.5 shillings

	Tuppence:
	A coin worth 2 pence

	Threepence:
	A coin worth 3 pence

	Groat:
	A coin worth 4 pence 

	Tanner:
	A coin worth 6 pence

	Ha'penny:
	A coin worth 1/2 of a penny

	Farthing:
	A coin worth 1/4 of a penny

	Mite:
	A coin worth 1/8 of a penny  


The Pound

The basic unit of money of the United Kingdom is the pound, also called the pound sterling. Today the pound is equal to 100 pence, the British adopted the decimal system in 1971.

Things were far more complicated in the past. The pound was subdivided into 20 shillings. The shilling was subdivided into 12 pennies. The guinea was equal to one pound one shilling. It was a gold coin used in fixing prices of valuable goods. There also were crowns, 5-shilling silver coins; halfcrowns worth 2 shillings and 6 pence; florins, 2-shilling silver coins; bobs worth 12 pence, a sixpence was a 6-penny coin and a 3-penny coin was called a "threepence". There also were "ha'pennies", copper coins, worth half a penny, and farthings, or quarter-penny coins.

The United States of America

6. The USA Currency

The dollar ($)  is the unit of currency of the United States, it consists of 100 cents (¢).Today there are coins of the denominations 1¢ (a penny), 5¢ (nickel), 10¢ (dime), 25¢ (quarter), 50¢ (half dollar officially, sometimes referred to as a fifty-cent piece), and $1 (dollar officially, but frequently referred to as a dollar coin).

 The US dollar  was originally created and defined by the Coinage Act of 1792. The first US dollars were silver or gold coins, but in 1862, paper money was issued without the backing of precious metals, due to the Civil War. Silver and gold coins continued to be issued and in 1878 the link between paper money and coins was reinstated. This disconnect from gold and silver backing also occurred during the War of 1812. Gold coins were withdrawn in 1933, silver coins continued to be issued for circulation until 1964, when all silver was removed from dimes and quarters, and the half dollar was reduced to 40% silver. Silver half dollars were last issued for circulation in 1969.

Currently printed denominations are $1, $2, $5, $10, $20, $50, and $100. 

The dollar has also been adopted as the official and legal currency by the governments in a few other countries (Canada, Taiwan, Australia, Zimbabwe). 
     Americans charge several hundreds billion dollars on their credit cards every year. Plastic money has become an important part of American lift-style. When you want to pay for something, you’ll hear the question: “Cash or charge?” It is possible to buy what you want without waiting and collecting a necessary sum of money for a purchase, though there is a disadvantage: a high interest on the remainder if the price for a purchase exceeds the limit of a stipulated credit. 
1. Translate from Russian into English

1. Предшественниками современных кредитных карт были карточки, которые выпускали крупные американские отели, нефтяные компании и магазины в начале XX века. 2. Эра современной кредитной карты началась в 1949 году с появления  Diners Club. 3. Эта карта позволяла делать покупки в торговых точках по всей Америке. 4. В 1958 году на рынок кредитных карт вышла компания American Express. 5. В конце 60-х годов Bank of America и Interbank провели совместную компанию рассылки карт по почте. 6. В Европе кредитные карты существовали с 1950-х годов, когда British Hotel & Restaurant Association выпустила карту BHR. 7. В СССР первой организацией, которая стала принимать к оплате кредитные карты, был «Интурист». 8 . Все расчеты по международным кредитным картам проходили через Внешэкономбанк СССР.

Supplementary Reading

7. Electronic Money
     With the virtualization of economic activity such phenomenon as e-commerce, e-trading, e-banking, e-funding, e-insurance came into being. People do business of selling goods and services, bonds and shares and even currency sitting at home. For dealing in the Internet they use online systems of payment. To use their services, it is necessary: to be registered on their site, to fill in the questionnaire, to get unique identification number, to top-up an account. It is possible to store money in roubles, dollars, euro and to make purchases in online shops, to pay for the services of mobile communication (Yandex.Money http://money.yandex.ru), to buy air ticket, to order advertising in the network, to reserve a room in the hotel (WebMoney www.wmtransfer.com). In Russia people basically use WebMoney or Yandex.Money. E-gold (http://e-gold.com) is widespread abroad. It is possible to convert money stored in different purses. For this purpose people use certain services, for example, ROBOXchange (www.roboxchange.com). It is convenient enough and the interest rate for the service is low. Nowadays online systems of payment basically promote each other than compete. The competition starts if there aren’t enough users for these systems.

     A lot of people do window-shopping on the Internet. People who sell goods or services through the Internet are e-tailers. They have web-sites which serve as the shops and sometimes as warehouses. To manage online shops they use special software, for example Shop Script by Articus www.shop-script.ru or ArwShop www.arwshop.ru. The developers of the software for organizing of the Internet shops offer different features of the shops. In general the Internet shop demonstrates the products just like as in the showroom of the store, there is a basket – a section which gives the customer information about the movement of his order, and a customer’s account. E-tailers also provide technical support and post-sales servicing of their products. They use different kind of payment including merchant accounts to pay for the goods or services by credit cards.  To make the online shop be easy to find on the Internet it is necessary to index its pages. To attract more visitors to the online shop e-tailers pay for the link to their site placed on the well-known sites. The sellers are looking for the solutions which can make e-business more effective but not all those people who visit the online shop buy something and as a result e-tailers have to pay for the visits without buying. A new way to hold the customers and probably to increase sales is to use a conversational agent, an animated character, that appears on the customer’s screen and can answer questions and chat with the customer just like sales representatives chat with the customers in the stores. A conversational agent is a computer program which uses artificial intelligence to interact with the customer. 

     Not long ago the purpose of every business was maximizing of the profit. Now the companies are working to maximize equity value. Shares of different companies are bought and sold at the stock market. Due to the Internet the number of investors at the stock market and of the brokers providing their services through the Internet is increasing. Financial investments are very risky, for example for every bio-tech company which succeeds there are nine others which fail.  The companies which have performed well over many years, called blue-chip companies, are the only exception. Blue-chip shares are a fairly sure investment, but they are expensive to buy. In general when the company is at the top, the time to get high incomes by dealing with its shares has gone. Having the money to invest and wishing to take risks it is better to go for a balanced portfolio with shares from different sectors. 

     Traditionally people invest temporarily free money into currency. It is possible to buy and sell currency or to open a currency account at a brick and click bank, though e-banking is rapidly developing and there are the banks offering predominantly electronic services: giving the information about the state of accounts, money transmission, settling bills, receiving of the credit cards and loan requests, exchange transactions, broking, trust and insurance services.

1. Answer the questions

1. Do you use online systems of payment?

2. Is it dangerous and risky to have a purse on the Internet?

3. What can you spend electronic money for?

4. Do you do window shopping on the Internet?

5. What are the main sections of the Internet shop?

6. What companies develop software for the online shops?

7. Do the companies sell the shares on the Internet stock market?

8. What kinds of electronic services do the banks offer?

8. Stock Market Game

You have €10,000 to invest. Read the information about six companies and their share price and decide which companies you will invest in. You must:

1.  invest all your money;

2.  invest in at least three of the companies in the list.

Zapp Games – producers  of video games and consoles.

Cape Andromeda – a company supplying capital and know-how to new businesses. It has an established reputation for choosing winners.

Xercon Pharmaceuticals – a large pharmaceutical company with an extensive bio-tech research programme.
Rosco's Supermarkets – leading  supermarket chain - good yearly dividends.
HBG Commodities – a  managed investment fund specializing in commodities.

Hunter Defence Systems – a world-leader in hi-tech military equipment – good yearly dividends.
Write your choices below in the column “Beginning” and work out the value of the shares in your portfolio.

	Company 
	Beginning
	Round 1
	Round 2
	Round 3

	
	Share price 
	No. of shares 
	Total value 
	Share price 
	No. of shares 
	Total value 
	Share price 
	No. of shares 
	Total value 
	Share price 
	No. of shares 
	Total value 

	Zapp Games

Andromeda

Xercon Pharm.

HBG Comm.

Rosco's Supermarkets

Hunter Defense Systems
	€10

€20

€25

€40

€75

€50
	
	
	
	
	
	
	
	
	
	
	

	Total: €10,000 
	
	
	
	
	
	


Look through the new share prices for Round 1. Then calculate the new value of the shares in your portfolio and fill in the column “Round 1”. Read Financial News for Round 2 and fill in the column for “Round 2”. Do the same for Round 3. Are you a successful investor?

Round 1
Here is the financial news for round one. Shares in Zapp Games went up to €30 following their announcement of a new games console in time for Christmas. There was good news as well for Hunter Defence Systems, which has just signed a €3bn contract for equipment for the Caronesian army - shares rose to €75. HBG Commodities fell sharply to €20 after the White House confirmed a slowing down of the US economy. Shares in Rosco's rose slightly to €80. There was no change for Xercon Pharmaceuticals or Cape Andromeda.

Round 2
Here is the financial news for round two. Shares in Zapp Games continued their rise and soared to €120 as the company reported record orders for its new games console. Shareholders in Hunter Defence Systems panicked at the news of a coup d'etat in Caronesia. Shares fell back to the €50 level. HBG Commodities recovered and reached €30 as Europe began to leave recession. Shares in Rosco's plummeted to €60 after the company announced disappointing sales in the last quarter. The business has been badly affected by the rise in heavy discounters such as Lidar. Shares in Xercon Pharmaceuticals soared to €50 following its announcement that its new arthritis drug has received international approval. There was bad news from Cape Andromeda, the venture capital company, after it revealed that its investment in bio-technology firms had lost the company €20 million. Shares halved to €10.

Round 3
Zapp Games was forced to recall 20,000 consoles when a fault was discovered. Shares plummeted to €5 as thousands of orders were cancelled. The future of the company is in doubt. Shareholders in Hunter Defence Systems were happy to hear that the order was confirmed by the new regime in Caronesia. Shares recovered to €75 following the news. HBG Commodities returned to the €100 level as Chinese businesses demanded more and more raw materials to feed the growing economy. Xercon rose to €75 with the announcement of yet another new drug. Shareholders in Rosco's were pleasantly surprised by the news that there had been heavy consumer spending in the period before Christmas. Shares in the company jumped to €80. The best news of the day was for Cape Andromeda, whose investment in the plastic microchip area finally paid off. Shares tripled in value to €30.

1. Answer the questions

1. What goods does Zapp Games produce?

2. Did Zapp Games receive many orders for its new game console?

3. Did they receive international approval?

4. Are they a profit-making company?

5. What do the companies usually do if the quality of their goods is inferior?

6. What kind of company is Cape Andromeda?

7. Is investing in a bio-tech company very risky?

8. Can you call Cape Andromeda a blue-chip company?

9. Are the shares of Cape Andromeda expensive?

10. What is it necessary to do in order to avoid a great risk?

11. What is Xercon Pharmaceuticals’ business?

12. Is a bio-tech research programme of Xercon Pharmaceuticals extensive?
13. Does a research programme give profit or need heavy investments?
14. Do they produce one or several kinds of drugs?
15. What kind of drug received international approval?

16. What kind of company is HBG Commodities?

17. Does the profit of investment funds depend on the economic situation in the world?

18. Does the price of the shares of the investment fund fall or grow if there is a slowing down in the economy?

19. Does the price of the shares of the investment fund fall or grow big countries leave recession?

20. Does slowing or growing economy need more raw materials?

21. Why were Rosco's sales in the last quarter disappointing?

22. Are the discounts offered in Rosco’s supermarkets big?

23. Do the sales have seasonal hesitation?

24. When do the sales increase and decrease?

25. What kind of goods do people usually buy before Christmas?

26. What contract has Hunter Defence Systems signed?

27. Where is Caronesia situated? Is it a real country?

28. Why did the shares of Hunter Defence Systems fall?

29. What is coup d’etat?

30. Are the new regimes responsible for the agreements signed and contracts concluded by the previous governments?

Discussion

Study the controversial theses below. After studying them, split into two groups. One group shall find reasons and evidence to defend the theses while the other shall develop arguments against the theses.

1. Banknotes one gets as a salary are/aren’t his property.

2. People should/shouldn’t keep all money they have in the bank.

3. Parents should/shouldn’t give their children pocket money.

4. The members of a family should/shouldn’t know how much each member earns.

5. People should\shouldn’t convert all money they have into hard currency.

6. Electronic money should/shouldn’t replace paper money very soon.

7. Every person should/shouldn’t play in the stock markets.

What do you thing about monbey?
What will there be if the money disappears? 
II. Banks

Russia

1. The Bank of Russia

A bank is a financial body dealing with money and securities. There are many commercial banks in Russia today. They buy and sell currency, open rouble and currency accounts, make loans, buy and sell precious coins. The Bank of Russia regulates the activities of the commercial banks. It is one of the main functions of the main bank of the country since its foundation in 1860 as the State Bank of the Russian Empire. Regardless the name the main bank of Russia not only issues rules and regulations for the banks on how to perform commercial activities, but not once it helped different banks overcome financial difficulties by direct providing the money, using for this purpose its own commercial profit.

The second function of the bank of Russia has always been regulating of the circulation of money in the country. The main bank (the State Bank or the Central Bank) decides what kind of money is in circulation in the country, how much money is necessary to cover the needs of the economy. The State Bank (The Central Bank now) has a vast gold reserve; it is responsible for the gold backing of money. The main bank of the country decides when it is necessary to perform a currency reform; it exchanges old money for the new one and determines the rate of exchange and the sums of money which can be exchanged by a person. 

The Bank of Russia determines the foreign currency rates of exchange through established by the Bank Currency Exchange and every day publishes the results of the trading session. The commercial banks are recommended to use these rates in their deals.

The fourth function of the Bank of Russia has always been giving loans to enterprises and organizations. Now the budget organizations and budget programs are financed by the Treasury of the Russian Federation, but for many years funding the State Treasury was the function of the State Bank.

The Bank of Russia monetary policy is designed to maintain financial stability in the country and create conditions for economic growth. The Bank of Russia promptly reacts to any change in the real demand for money and takes steps to stimulate positive economic dynamics, cut interest rates, damp down inflationary expectations and slow down the rate of inflation. 

1. Answer the questions

1. What does a bank deal with?

2. When was the State Bank of the Russian Empire established?

3. Was the State Bank of the Russian Empire the first bank established in Russia?

4. Were there commercial banks in Russia in the XIX century?

5. Are there many commercial banks in Russia today?

6. What services do the commercial banks provide?

7. Are the activities of the commercial banks regulated by the Bank of Russia?

8. Did the main bank of Russia help commercial banks overcome difficulties?

9. Does the circulation of money in the country need regulation?

10. Why does money have the gold backing?

11. Where are the foreign currency rates of exchange being determined?

12. Is giving loans profitable activity of the Bank of Russia?

13. What are the main functions of the Bank of Russia?

14. What are the purposes of monetary policy of the Bank of Russia?
2. Translate from Russian into English
1. Все страны с рыночной экономикой имеют двухуровневую систему банков: Центральный банк и коммерческие банки. 2. Центральный банк не имеет дела с населением. 3. Это банк банков. 4. Его главная задача – регулировать кредитно-денежную политику страны. 5. Он имеет монополию на выпуск (эмиссию) денежных знаков, определяет резервы в банках, предоставляет коммерческим банкам кредиты, оказывает влияние на установление обменного курса рубля по отношению к иностранным валютам. 6. Таким образом, Центральный банк осуществляет денежную эмиссию и регулирует денежное обращение, корректирует валютный курс рубля.

2. Sberbank
The history of Sberbank of Russia goes back to 1841 when Nicholas I ordered to establish savings banks, the first of which was opened in St. Petersburg in 1842… A century and a half later in 1987, on the basis of state-owned earned savings banks the specialized Bank of earned savings, Sberbank of the USSR, was established. It also served corporate bodies. Sberbank of the USSR consisted of 15 republic banks, including Russian republic bank.

In July 1990 the Russian republic bank of Sberbank of the USSR was announced to be the RSFSR property. In December 1990 it was reorganized into a joint-stock commercial bank, officially established at the general shareholders’ meeting on March 22, 1991. It was registered as “Joint-stock Commercial Savings Bank of the Russian Federation (Sberbank of Russia)”. 

Sberbank is the favorite child of the Bank of Russia which owns a large part of its shares. Mainly thanks to the support from the Bank of Russia and to the increased commission rates on settlement activities, Sberbank managed to withstand the GKO default in 1998. 

Now in total the bank has 200 thousand shareholders. The institutional investors and private persons are among them.

Despite evidently low quality level of customer service, the bank holds the leadership not only in terms of assets, but also in terms of the number of settlement accounts of corporate bodies. It’s historically developed territory network (nearly 900 sales offices) also favors the bank successful activities in the market of retail lending. The volume of credits for individuals makes up over RUR 740 billion.  11 million people receive their salaries, and 12 million people their pensions through Sberbank. Sberbank is the largest player in the market of public securities and in the internal market of interbank loans. The bank employs 250 thousand people. 

Sberbank assets are nearly 4 times more than the value of assets of VTB and Gazprombank. The bank is in the list of TOP-200 largest banks. 

1. Answer the questions

1. Who ordered to establish savings banks in Russia?

2. When and where did the first savings bank begin operations?

3. When was Sberbank of the USSR established?

4. When did the Russian republic bank of Sberbank of the USSR become the RSFSR property?

5. What is the official name of Sberbank now?

6. Is Sberbank commercial or state-owned bank?

7. Whom do the shares of Sberbank belong to?

8. What services does Sberbank provide?

9. Are commission rates on settlement activities in Sberbank increased?

10. What is the volume of credits for individuals?

11. Why do many people receive their salaries and pensions through Sberbank?

12. Is the quality level of customer service in Sberbank low or high?

13. How many employees work in Sberbank?

14. Is Sberbank in the list of TOP-200 largest banks?
2. Translate from Russian into English
1. Коммерческие банки имеют дело с бизнесом и с населением. 2. Они работают под контролем ЦБ и с лицензией от него. 3. Их основная деятельность связана с выдачей кредитов и приемом вкладов (депозитов). 4. Главная цель коммерческих банков – получение прибыли. 5. Банки занимают средства у вкладчиков, предоставляя им процентные выплаты. 6. Эти заемные средства во много раз превышают собственный капитал. 7. Банк отдает в ссуду другим клиентам заемные средства по ставкам, превышающим проценты по вкладам. 8. Это и есть основной источник прибыли. 9. Современные банки предоставляют услуги, приносящие прибыль: выпуск кредитных карточек, обмен иностранной валюты, сдача в аренду сейфов, банковского оборудования, хранение ценностей и важных документов или рукописей. 10. Банк выступает в качестве консультанта для клиентов, посредника между ними и т.д. 11. Всякого рода банковских услуг насчитывается больше ста. 12. За них банку платят.
3. TransCredit Bank
«TransCreditBank» Joint-Stock Company (founded in November 1992) is a strategic partner of the "Russian Railways" Joint-Stock Company - Russia's largest company and one of the largest transport companies in the world. The bank's clients are subsidiaries of Russian Railways and most railway affiliated businesses in Russia. Gradually, the bank is diversifying its client base through expanding to other types transport companies. Among customers of TransCreditBank are most steel and machine building factories which service the railway industry, major forwarding companies, a number of large foreign trade companies and also enterprises from other economic sectors.

3. Early Days of Soviet Banking

On October 25 (November 7), 1917, the Bolsheviks occupied the State Bank building in Petrograd (St. Petersburg) and demanded to give money for the Soviet power. I.P.Shipov, Manager of the Bank, refused. Neither Manager nor employees of the State Bank supported the revolution and the Bank stopped serving the clients at all. The Bank didn’t work till November, 23, when the Bolsheviks came to the Bank having 50 signed but not filled in warrants to arrest. Manager of the Bank was fired. The keys from the storerooms and money for the Soviet power were received. The Bank was renamed the People’s Bank of the Russian Republic. 

The All-Russian Central Executive Committee issued a decree on the nationalisation of banks, establishing a state monopoly on banking. Private credit institutions were nationalised and merged with the State Bank. All banks’ shares were annulled. The inspection of the bank safes was made; gold and silver from the safes were confiscated and given to the Treasury. The policy of War Communism supposed non-cash settlements between state-owned enterprises and institutions, but in reality the Soviet power needed more and more money. Private persons were limited in withdrawing the money from their bank accounts. The maximum sum a person could take was 500 roubles a month. 

The principal function of the bank was to issue paper money. After the Great October Socialist Revolution 2,000 kinds of the state money and quasi-money were in use. The inflation was high, different regions printed paper money. In order to reduce the emission all state enterprises had to make payments through the bank accounts only and to have all their money in the Bank. All the goods produced by the nationalized enterprises were collected by the Chief Directorates; the Chief Directorates supplied raw materials and spare parts to the enterprises. 

Meanwhile the nationalised enterprises got bank loans, which could be named perpetual loans. The enterprises couldn’t pay in time and asked to prolong the loans. Private enterprises also could get loans, but it was much more difficult for them and many documents were needed. Very soon giving credits stopped and the Bank started financing budget allowances. Thus the Bank stopped to fulfill the functions of the Bank and became the main cash settlement centre of the country. In 1920 the Bank was abolished, its functions were transferred to the department of the Ministry of Finance.

1. Answer the questions

1. When was the Great October Socialist Revolution?

2. The bridges, postal service, telegraph and railway stations were the most important objects for the Bolsheviks, weren’t they?

3. Why did the Bolsheviks occupy the State Bank building in Petrograd?

4. Did Manager and the employees of the State Bank support the revolution?

5. Was the money for the Soviet power received by the Bolsheviks?

6. When was the People’s Bank of the Russian Republic established?

7. What is a state monopoly on banking?

8. Were the settlements between state-owned enterprises and institutions non-cash?

9. Why did the Soviet power need more and more money?

10. What measures were taken by the Soviet Government to reduce the emission?

11. What services did the People’s Bank of the Russian Republic provide?

12. Why was it abolished in 1920?
2. Translate from Russian into English
1. Исторически банковскому делу предшествовали меняльные конторы (exchange offices). 2. Они обслуживали купцов из разных городов или стран с различными денежными системами, проверяли качество золотых монет и т.д. 3. За эту услугу менялы (money-changers) брали вознаграждение. 4. Хранение любых видов богатства (wealth) – самая первая функция банков. 5. Вторая важная функция банков – быть посредниками в денежных расчетных операциях между партнерами, купцами или торговыми компаниями. 6. Со временем расчетно-кассовые безналичные (non-cash) операции (settlement and cash operations) превратились в важнейшую форму банковских услуг для всех видов предпринимательской деятельности, оплаты населением коммунальных платежей и т.д. 7. Третья функция банков – это банковское кредитование и обслуживание кредиторов и должников. 

5. The State Bank of the USSR

When the New Economic Policy was launched, the bank was re-established; and in 1923 it was named the State Bank of the USSR. The bank had the right to extend loans to industrial and commercial enterprises based on different forms of ownership, farms and self-employed handicraftsmen. The State Bank was granted the exclusive right to conduct operations with foreign currency and valuables. It also set the official price of precious metals and the official exchange rate, regulating private trade in gold, silver and foreign currency on stock exchanges and cheques and bills of exchange drawn in foreign currency. 

In 1922 the State Bank was granted the right to issue the chervonets and became the issuing centre. The issue of the chervonets marked the beginning of the monetary reform that ended spiralling post-war inflation. In 1922-1924 both the roubles and the chervonets were in circulation. Chervonets were mostly used in foreign trade. 

During the period of the New Economic Policy different types of bank credits were used, one of the types of crediting was direct target crediting.  In 1924 the State Bank drew up its first consolidated credit plan comprising all branches. As a result of the reform of the cash structure of the State Treasury, the cash holdings of the State Bank and Narkomfin were merged.

Soviet Russia’s first commercial banks, including joint-stock banks and mutual loan societies, appeared in 1922. These banks were to extend short- or long-term loans to individual sectors of the economy. The State Bank was to supervise the activities of other credit institutions. In the latter half of the 1920s the functions and activities of the State Bank changed dramatically. Industrialization required vast capital investment in the basic industries within a short period of time.

It was impossible to industrialize the USSR by traditional methods, that is, by accumulating financial resources inside the country and using foreign loans. The population lacked the required savings, while foreign loans could not be obtained for economic and political reasons. As a result industrialization in the USSR was financed by money emission. 

Commercial banks during this period were required to keep their spare funds in and borrow from the State Bank only and the latter was granted the right to be represented in their boards and auditing units. In addition, the State Bank increased its share of the other banks’ equity capital. It also took control of many branches of joint-stock banks, which began to play an auxiliary role in crediting the economy. 

Then the State Bank was assigned the task of cash budgeting; that made it possible to concentrate all the cash operations of the socialist economy in the State Bank. The State Bank was the only short-term credit bank and settlement and cash centre of the Soviet economy.

As a result of the credit reform the State Bank lost the last elements of a commercial bank and became a typical Soviet State Bank whose main functions were to extend planned loans to the economy, manage money circulation and settlements, do the cash budgeting and effect international settlements. The structure of the credit system established at that time remained practically unchanged for 55 years.

Later on all changes in the activities of the State Bank were limited to the introduction of new forms of planned credit to the economy and bank settlements and also new methods of controlling the spending of funds on wages and salaries and the collection of cash proceeds.

1. Answer the questions

1. When was the State Bank of the USSR established?

2. What were the main functions of the State Bank of the USSR during the period of the New Economic Policy?

3. When did Soviet Russia’s first commercial banks, including joint-stock banks and mutual loan societies, appear?

4. What were the functions of the commercial banks?

5. When did the industrialization start?

6. Why was it impossible to finance the industrialization the USSR by traditional methods?

7. How was the industrialization financed in the USSR?

8. How did the State Bank control the commercial banks at that time?

9. Where were all the cash operations of the socialist economy concentrated?

10. What were the main functions of the typical Soviet State Bank?

11. What kinds of services did the Soviet State Bank provide?
2. Translate from Russian into English

1. Вкладчики неоднократно оказывались обманутыми ненадежными организациями. Доверие к банкам восстановить очень трудно. 2. В России неоднократно возникали панические всплески, и вкладчики бежали к кассам. 3. В 2004 году был принят закон об обязательном страховании (о гарантии возврата) вкладов размером в 100 тыс. рублей. 4. По текущему курсу рубля это составляет около 3 тыс. долларов. 5. Именно такие вклады имеют 80% всех вкладчиков в России. 6. В случае банковских осложнений не будет массовых изъятий вкладов из банков, так как государство их обязательно вернет.

The United Kingdom of Great Britain and Northern Ireland
6. From the History of the Bank of England 
The Bank of England is the central bank of the United Kingdom. It is situated in Threadneedle Street in the oldest part of London, the City. 

The Bank of England was founded in 1694. The rulers of the country at that time were King William and Queen Mary. They came to the throne in 1688 during the ‘Glorious Revolution’. In the 17th century England was exhausted with the quarrels of the monarchs and the Parliament: the English civil war (1642 – 1648), the abolishing of the monarchy and public execution of King Charles I (1649), the years under the leadership of Oliver Cromwell when England conquered Ireland and Scotland, the restoration of the monarch King Charles II in 1660, and then the revolution (1688 – 1689). The country needed the money urgently. William Paterson, a famous financier of that time, suggested organizing the bank by making an internal loan and borrowing £1,200,000 from the population for the Government. The money was raised in a few weeks. The Royal Charter, an official document, which was necessary for establishing any company, including the bank, was sealed on July, 27, 1694. The Bank employed 17 clerks and 2 gatekeepers. The Bank started to manage the Government's accounts, make loans, take deposits and issue notes.
In Great Britain the 18th century was a period of industrial revolution, the Hundred Years’ War with France and seizure the colonies.  The Government needed more and more money. The internal loans of the Bank of England were outstanding. The Bank of England was called “the public exchequer”. The Bank of England was not the only bank in the country. There were many smaller banks, which also could get loans from the Bank of England. The total amount of credits provided by the Bank of England to other banks and to the Government was great. If all depositors of the Bank of England decided to withdraw their money at the same time, the Bank would fail. But the Bank made sure it kept enough gold to pay its notes on demand. When war with France had drained the gold reserves, in 1797 the Government prohibited the Bank from paying its notes in gold. This period was called the Period of Restriction. This Restriction Period lasted until 1821. 

The 19th was a period of prosperity of the British Empire. The 1844 the note issue was tied to the Bank's gold reserves. The Bank was required to keep the accounts of the note issue separate from those of its banking operations and produce a weekly summary of both accounts. The Bank Return, as it's called, is still published every week. In the 19th century the Bank took on the role of lender of last resort, providing stability during several financial crises.

During the First World War the National Debt jumped to £7 billion. In 1931 the United Kingdom left the gold standard; its gold and foreign exchange reserves were transferred to the Treasury. After the Second World War the bank was nationalised. It remained the Treasury's adviser, agent and debt manager.

During the 1970s, the Bank played a key role during several banking crises. The Bank was at the fore when monetary policy again became a central part of Government policy in the 1980s. In May 1997 the Government gave the Bank responsibility for setting interest rates to meet the Government's stated inflation target. The 1998 Bank of England Act made changes to the Bank's governing body. The Court of Directors is now made up of the Bank's Governor and 2 Deputy Governors, and 16 Non-Executive Directors. 
1. Answer the questions

1. What bank is the central bank of the United Kingdom of Great Britain and Northern Ireland?

2. Where is the Bank of England situated?

3. When was it founded?

4. Who ruled the country at that time?

5. Why did the Government need the money urgently?

6. What did William Paterson suggest?

7. What were the functions of the bank?

8. Why did the Government need more and more money in the 18th century?

9. Why was the Bank of England called “the public exchequer”?
10. Why did the Government prohibit the Bank from paying its notes in gold in 1797?
11. How long did the Period of Restriction last?
12. Why was the Bank required to keep the accounts of the note issue separate from those of its banking operations and produce a weekly summary of both accounts?
13. When was the Bank of England nationalized?
14. What is the Bank's governing body now?
7. Functions of the Bank of England
Sometimes known as the “Old Lady” of Threadneedle Street, the Bank is committed to promoting and maintaining monetary and financial stability as its contribution to a healthy economy.

The Bank's roles and functions have evolved and changed over its three-hundred year history. Since its foundation, it has been the Government's banker and, since the late 18th century, it has been banker to the banking system more generally – the bankers' bank. As well as providing banking services to its customers, the Bank of England manages the UK's foreign exchange and gold reserves. 

The Bank is perhaps most visible to the general public through its banknotes and, more recently, its interest rate decisions. The Bank has had a monopoly on the issue of banknotes in England and Wales since the early 20th century. But it is only since 1997 that the Bank has had statutory responsibility for setting the UK's official interest rate. 

Interest rates decisions are taken by the Bank's Monetary Policy Committee. The MPC has to judge what interest rate is necessary to meet a target for overall inflation in the economy. The inflation target is set each year by the Chancellor of the Exchequer. The Bank implements its interest rate decisions through its financial market operations – it sets the interest rate at which the Bank lends to banks and other financial institutions. The Bank has close links with financial markets and institutions.

The Bank of England is committed to increasing awareness and understanding of its activities and responsibilities, across both general and specialist audiences alike. It produces a large number of regular and ad hoc publications on key aspects of its work and offers a range of educational materials. The Bank offers technical assistance and advice to other central banks through its Centre for Central Banking Studies, and has a museum at its premises in Threadneedle Street in the City of London, open to members of the public free of charge.

1. Answer the questions

1. What bank is the central bank of the United Kingdom of Great Britain and Northern Ireland?

2. Where is the Bank of England situated?

3. Was the Bank of England the first bank established in England?

4. Was the Bank of England the first bank issuing paper money?

5. What are the functions of the Bank of England now?

6. Are there many commercial banks in the United Kingdom of Great Britain and Northern Ireland today?

7. Are the activities of the banks regulated by the Bank of England?

8. Does the circulation of money in the country need regulation?

9. Where is the interest rate of exchange being determined?

10. Is giving loans profitable activity of the Bank of England?

11. What are the purposes of policy of the Bank of England?
2. Translate from Russian into Englush

1. В развитых странах налажен мониторинг за поведением людей, получивших кредит в банке. 2. В Англии, например, уже более 150 лет существует специальная служба, составляющая так называемые кредитные истории. 3. Кредитные истории определяют перспективы возврата выданных кредитов, исходя из прошлого поведения заемщика, из информации о прошлых судебных делах по поводу неплатежей и т.д. 4. В США также существует очень широкая сеть таких служб. 5. Они ведут наблюдение за поведением клиентов банков, которые взяли кредиты. 6. В России тоже создается институт кредитных историй. 7. Финансовая система России, в первую очередь банковская система, нуждается в серьезной модернизации.                           
8. Core Purposes of the Bank of England

In pursuing its goal of maintaining a stable and efficient monetary and financial framework as its contribution to a healthy economy, the Bank has two core purposes; achieving them depends on the work of the Bank as whole. 

The Bank’s core purposes are determined by Court as part of its role in setting the Bank’s objectives and strategy. The statement below was endorsed by Court in June 2008. The Bank of England exists to ensure monetary stability and to contribute to financial stability.

Core Purpose 1 - Monetary Stability 

Monetary stability means stable prices and confidence in the currency. Stable prices are defined by the Government’s inflation target, which the Bank seeks to meet through the decisions on interest rates taken by the Monetary Policy Committee, explaining those decisions transparently and implementing them effectively in the money markets.
Core Purpose 2 - Financial Stability 

Financial stability entails detecting and reducing threats to the financial system as a whole. Such threats are detected through the Bank’s surveillance and market intelligence functions. They are reduced by strengthening infrastructure, and by financial and other operations, at home and abroad, including, in exceptional circumstances, by acting as the lender of last resort. 

In pursuit of both purposes the Bank is open in communicating its views and analysis and works closely with others, including:

· Other central banks and international organisations to improve the international monetary system.

· HM Treasury and the Financial Services Authority, under the terms of the Memorandum of Understanding, to pursue financial stability. 

The Bank will also play its part in promoting an open and internationally competitive financial centre in the United Kingdom, using its expertise to help make the UK financial system more efficient, where such efforts would be in the public interest and provided that they do not conflict with its primary responsibilities or those of other agencies.

1. Answer the questions

1. Are the Bank’s core purposes determined by Court?

2. What are the core purposes of the Bank of England? 

3. What does monetary stability mean?

4. What does financial stability mean?

5. What institutions does the Bank of England cooperate with in pursuit of both purposes?

2. Translate from Russian into English
1. Степень доверия бизнеса к банкам и кредитную культуру можно определить, если сравнить, сколько в стране выдано кредитов и сколько произведено в том же году товаров и услуг (внутренний валовой продукт — ВВП). 2. В Германии, например, сумма выданных кредитов в 2003 г. превысила ВВП на 20%. 3. В Египте эти суммы примерно равны. 4. В Бразилии объем выданных кредитов составил по отношению к ВВП 27%, а в России лишь около 20%. 5. Это означает, что в России банки, бизнес и население доверяют друг другу значительно меньше, чем в других странах, и экономические ресурсы используются неэффективно. 6. Международные рейтинговые агентства определяют возможность возврата долгов для отдельных стран, присваивая им «рейтинги доверия». 7. По определению агентства «Стэндарт энд Пурс», Россия имеет невысокий рейтинг доверия: она в течение нескольких  лет не сможет выплатить около 14% взятых у других стран долгов. 

The United States of America

9. The Federal Reserve System Creation

In America the Continental Congress printed the first paper money to finance the American Revolution. Known as “continentals”, the fiat currency notes were issued in such quantity that they led to inflation. People lost faith in the notes, and the phrase “Not worth a continental” came to mean “worthless”. To maintain financial and monetary stability the Central Bank had to be established. But the first (1791 – 1811) and the second (1816 – 1836) attempts to establish the Central Bank failed. The “Free Banking Era” started. 

During this period state-chartered banks and unchartered "free banks" issued their own notes, redeemable in gold or specie. Banks also began offering demand deposits. In response to a rising volume of check transactions, the New York Clearinghouse Association was set up in 1853 to help the city's banks exchange checks and settle accounts.

In 1863, during the Civil War, banknotes of the nationally chartered banks, which had to be backed by U.S., were provided with the government securities. The uncharted banks, which issued paper money, had to pay taxes. These measures were taken to make a step towards creating a common currency for the nation. Despite taxation on their notes, the banks unchartered continued to flourish due to the growing popularity of demand deposits.

Although a measure of currency stability was established, bank runs and financial panics happened. In 1893 and in 1907 the banking panics, when the depositors of the banks decided to withdraw all their money simultaneously, triggered depressions. It was clear that the nation's banking and financial system needed serious attention. A central banking authority was needed to ensure a healthy banking system and provide for an elastic currency. Through hot debates in Congress in December, 1913, the Federal Reserve System (the Fed) was created. On November 16, 1914, the 12 cities chosen as sites for regional Reserve Banks were open for business.

The USA became the largest creditor in the world. The Fed promoted relations with other central banks, especially the Bank of England. During the 1920s the Federal Reserve System began using open stock market operations as a monetary policy tool. It was clear that risky stock market speculations would lead to dire consequences. In October 1929 the stock market crashed, and the nation fell into the worst depression in its history. From 1930 to 1933 nearly 10,000 banks failed. Many people blamed the Fed for failing to stem speculative lending that led to the crash.

1. Answer the questions

1. What is a monetary unit of the USA?

2. When was the first American paper money issued?

3. Was the first American paper money issued by the State or the Central Bank?

4. How many attempts to create the Central Bank were there in America?

5. What services did the “free banks” offer?

6. What measures were taken to establish a common currency?

7. What are bank runs and financial panics?

8. When was the Federal Reserve System created?

9. What were the purposes of the Federal Reserve System creation?

10. How many banks does the Federal Reserve System comprise?

11. Are stock market speculations risky?

12. When did the worst depression in the history of the USA start?

13. How long did it last?

14. What did many people blame the Federal Reserve System for?

10. The Functions of the Federal Reserve System

The range of the Federal Reserve System activities is regulated by the documents. According to the Banking Act of 1933, the Fed regulates the circulation of the Federal Reserve notes, controls open market operations, and examines the bank holding companies and the banks. 

The Banking Act of 1935 called for changes in the Fed’s structure: 

· the creation of the Federal Open Market Committee as a separate legal entity; 

· removal of the Treasury Secretary and the Controller of the Currency from the Fed’s governing board;

· establishment of members’ terms at 14 years. 

In 1951 the Fed became independent in its use of open market operations to support its monetary policy goals.

In 1956 the Bank Holding Company Act named the Fed as the regulator for bank holding companies owning more than one bank, and since 1978 the Fed chairman has been required to report to Congress twice annually on monetary policy goals and objectives.

The Monetary Control Act of 1980 required the Fed to price its financial services competitively against private sector providers and to establish reserve requirements for financial institutions. The act marks the beginning of a period of modern banking industry reforms.

Throughout the 1990s, the Fed used monetary policy on a number of occasions – including the credit crunch of the early 1990s and the Russian default on government bonds – to keep potential financial problems from adversely affecting the real economy. The decade was marked by generally declining inflation and the longest peacetime economic expansion in the history of the USA.

The effectiveness of the Federal Reserve System as a central bank was put to the test on September 11, 2001 as the terrorist attacks disrupted U.S. financial markets. In the days that followed, the Fed lowered interest rates and loaned more than $45 billion to financial institutions in order to provide stability to the U.S. economy. By the end of September, Fed lending had returned to pre-September 11 levels and a potential liquidity crunch had been averted.

The Federal Reserve faces many new challenges in the financial services industry: deregulation, technological advances in the payments system, the move to a more global economy, and continuing mergers and acquisitions in the banking industry. 

1. Answer the questions

1. Are all kinds of the Federal Reserve System activity documented?

2. What does the Federal Reserve System do according to the Banking Act of 1933?

3. What are the Federal Reserve notes?

4. Is the Fed independent in its use of open market operations?

5. Does the Federal Reserve System regulate the activities of the bank holdings?

6. How many times a year is the Fed chairman required to report to Congress on monetary policy goals and objectives?

7. Is the Fed required to price its financial services competitively against private sector providers?

8. Is the work of the Federal Reserve System as a central bank effective?

9. What new challenges in the financial services industry does the Federal Reserve face?

Supplementary Reading

11. The European Bank for Reconstruction and Development

    The European Bank for Reconstruction and Development was founded in London and began to operate in 1991. The purpose of the Bank was to provide loans to promote private initiative entrepreneurship and transition to the market economy in the countries of Central and Eastern Europe. Now the Bank is owned by 61 countries and two intergovernmental institutions, - the European Union and the European Investment Bank. The European Bank for Reconstruction and Development helps build market economies and democracies in the countries from central Europe to central Asia.

Though the Bank works with publicly owned companies, to support privatization, it invests mainly in private enterprises, usually together with commercial partners. It provides project financing for banks, industries and businesses, both new ventures and existing companies. Direct investments generally range from €5 million to €230 million. Smaller projects are financed both directly by the EBRD and through financial intermediaries. By supporting local commercial banks, micro-business banks and equity funds, the EBRD has helped finance over 1 million smaller projects.

To get the loan from the EBRD it is necessary to meet the following criteria. The project must be located in an EBRD country of operation. It must have good prospects of being profitable. A project must have a sponsor whose contributions in cash or in kind are significant. The project must benefit the local economy.  Typical private sector projects are based on at least one-third equity investment. If additional funding is necessary the EBRD may help find investors in the international capital market. 

Not every company can get a loan from the EBRD, but only those ones whose purposes formulated by the management completely coincide with the purposes stipulated by the EBRD. Besides the project to be financed must meet all the requirements listed above. To get a loan from the bank the company must prepare a sound business plans for establishing or expanding a company’s business containing a detailed description with facts and figures of a product, its markets and competition; information on who will benefit from the implementation of the project, if they are the owners or employees of the company, or some associations of people or population of the region. The necessary application forms for a loan must be filled in accurately in accordance with the instructions. Financial history, proposed budget and commentaries to it must be clear and short. It is very desirable if the project works when the terms of financing are over.

All necessary documents must be prepared 30 – 60 days before the consideration. Funds provided must be used in accordance with the aims stated in the original business plan. The EBRD provides not only the loans but also the grants.

1. Answer the questions

1. When and where was the European Bank for Reconstruction and Development founded?

2. What was the purpose of its foundation?

3. How many countries own the Bank now?

4. What countries does the Bank operate in?

5. What kinds of companies does the Bank finance?

6. What is the average sum of the Bank’s investment?

7. What criteria is it necessary to meet in order to get a loan?

8. Does the Bank usually lend one third of the capital and help in finding one third in the international capital market?

9. What documents are necessary to prepare in order to apply for a loan?

10. What must a business plan include?

11. How long does it take the Bank to make its final decision?

12. Does the Bank provide the grants?

Case Studies

Bringing modern practices to an olde-worlde venture in St Petersburg 

The company Klassika was founded in St Petersburg by Sergei Nikolayev in 2002. The company sells tea in 11 teashops. The tea they sell at “Untsiya” on Nevsky Prospekt comes in very old-fashioned looking packets – brown-flecked paper packets, with a square stamped on the front. When you buy your tea, it is weighed out from big glass jars with brass weights, and the name of the particular variety of tea you have chosen is handwritten with a quill pen, in elegant Russian copperplate, on to your packet. 

These olde-worlde teashops (there are 11 of them around St Petersburg) fit easily into Russia’s old imperial capital, now once again looking elegant and sophisticated with its central streets brightly repainted since its 300th anniversary in 2003. But the stores are entirely modern. 

Klassika now employs 70 people and turns over €1 million. Two hundred other cafés and restaurants in St Petersburg serve the tea and it can be bought in 40 other Russian cities. 

 In January 2005 the Bank’s Business Advisory Service (BAS), which is in its fifth year in St Petersburg, was so impressed by Klassika’s excellent shop design and the quality of its original business idea that it developed a marketing plan for the company’s expansion. The plan was prepared by a local consultant, guided by BAS and partly funded by a €5,000 grant from the BAS Programme. 

The company Klassika got good marketing ideas. The shop has brought in loyalty cards. Every fifth ounce of tea comes free. There is a monthly tea newspaper for clients, describing new lines and flavours, and the company has established an elite line of teas to draw in wealthy clients. With the help of BAS, the company has entered the next stage of its success story. 

1. Does the project correspond to the criteria of the European Bank for Reconstruction and Development?

	The project is located in an EBRD country of operation. 
	

	It has good prospects of being profitable. 
	

	A project has a sponsor whose contributions in cash or in kind are significant. 
	

	The project benefits the local economy.  
	


2. Answer the questions

1. When and where was Klassika founded? 

2. What is the company’s business?

3. Is Klassika’s business idea original?

4. How many people work in the company?

5. What is the company’s turnover?

6. Had the company any chance to get a loan from the EBRD?

7. Were the representatives of the European Bank for Reconstruction and Development very impressed with the service provided by Klassika?

8. Did the Bank provide the company a loan or a grant?

9. What sum of money did Klassika get?

10. What kind of plan did a local consultant of the Bank develop for the company?

11. What marketing ideas do they use now?

12. Is the company obliged to return the money provided by the Bank?

13. Was this investment profitable for the Bank?

14. Are there the similar teashops or tea departments in every town or city now?

Revving up Russia’s car industry 

There is no denying that some of Russia’s domestically produced cars have seen better days. Very often we can see drivers at the side of the road peering despairingly under the bonnets of their beloved Soviet-era Ladas. In the XXth century these cars were a status symbol, now Ladas with their 1966-vintage design are looking more like a collector’s item than a means of transportation. Despite the increased number of foreign cars on the roads currently only 157 Russians in a thousand are car owners. In the years to come, it is predicted that Russians will be looking for cars priced between US$ 10,000 and US$ 20,000.

So the opening of the new environmentally friendly Toyota plant outside St Petersburg could hardly be more timely. Toyota Motors Corporation invests €156 million and creates 500 new jobs. The EBRD is making an equity investment of up to €24 million, that is a 20 per cent stake in this project. The initial annual production of 20,000 Camrys might well increase to 200,000 in the long term as the local plant may be expanded with further investments. 

Recent changes in tariffs on imported parts mean that manufacturing on site will reduce the price dramatically from today’s cost of US$ 31,000, including the 25 per cent import tax. Yet, despite the big mark-up, Toyota sold 46,000 imported cars in Russia in 2004 via its Moscow-based sales company, nearly double the total of the previous year. 

The EBRD has already invested €364 million in the Russian auto sector. The Toyota project represents the Bank’s second investment in a “greenfield” car production plant in Russia over the past four years. 

1. Does the project correspond to the criteria of the European Bank for Reconstruction and Development?

	The project is located in an EBRD country of operation. 
	

	It has good prospects of being profitable. 
	

	A project has a sponsor whose contributions in cash or in kind are significant. 
	

	The project benefits the local economy.  
	


2. Answer the questions

1. What is the name of the company?

2. What does the company produce?

3. Is the price of the imported from Japan cars high? Why?

4. How much does the imported Toyota cost?

5. How many imported cars did the company sell in 2004?

6. What is the company going to build in Russia?

7. Will the situation in Russia be improved when the plant is built?

8. Will the price for the car be reduced if the plant is put into operation?

9. How many cars a year are they going to produce?

10. Did they find a suitable site?

11. How many people will be employed at this greenfield plant?

12. What is Toyota Motors Corporation investment in this company?

13. What is the share of the EBRD?

14. Why did the EBRD decide to invest in Toyota Russia?

15. Does the EBRD plan further investments in Toyota Russia?

Take-off for Russian aircraft makers 

Russia has a proud heritage in aerospace technology. During the soviet era, Russian companies were world leaders in the manufacture of both civil and military aircraft. But following the collapse of the Soviet Union, investment in this hi-tech sector fell sharply, leading to a dramatic decline in Russia’s ability to compete in the international aerospace market. 

In order to revive this sector the EBRD decided to invest in the aircraft manufacturing business, by providing Sirocco Aerospace Russia with a €36 million loan to finance construction of a new export-oriented version of the Tupolev cargo aircraft. The Rolls-Royce powered aircraft will be built at Aviastar’s advanced assembly facility in the Volga region, which employs some 7,000 people. 

The company’s first export contract is to supply five aircrafts to two airlines in China, the world’s fastest growing aviation market. The loan will also help to re-establish Russia as an effective, low-cost competitor in the aircraft markets in Africa, the Middle East and the Pacific Rim. 

The Tupolev is a proven aircraft, well-positioned to compete internationally. The project is also expected to develop skill levels as Tupolev will benefit from the expertise of Western aircraft companies involved in the supply of parts and the certification process. 

1. Does the project correspond to the criteria of the European Bank for Reconstruction and Development?

	The project is located in an EBRD country of operation. 
	

	It has good prospects of being profitable. 
	

	A project has a sponsor whose contributions in cash or in kind are significant. 
	

	The project benefits the local economy.  
	


2. Answer the questions

1. Where is the company financed by the European Bank for Reconstruction and Development situated?

2. What does the company produce?

3. What is the purpose of the EBRD’s investment?

4. Does the company financed by the EBRD have a sponsor?

5. How many new jobs did the company create?

6. What was the first contract of the company?

7. What contracts are they going to conclude?

Better home appliances for Russian market 

The home appliances market in Russia is growing rapidly to meet consumer demand for new and reliable products. To boost this market, the EBRD is helping to improve the quality of household appliances made in Russia by investing in Stinol, the country’s leading refrigerator plant. The company is part of the Merloni Group, Europe’s third-largest maker of home appliances (which includes Indesit and Ariston among its brands). The Bank's €13.6 million equity investment will be used to modernise the company’s production facilities. 

Since 2000 Stinol has increased its production from 600,000 appliances per year to over 1.1 million. Stinol products account for around 30 per cent of the Russian market. The company is currently focusing on developing its range of refrigerators and improving their efficiency and environmental standards. Merloni would like to build on its success at Stinol and plans to expand into the production of washing machines. 

Stinol’s restructuring will take a number of years. During this time Merloni will develop skills in the areas of production, quality control, corporate management, distribution, marketing and after-sales service. Merloni’s technical expertise and sound environmental reputation will bring additional benefits in the areas of energy efficiency, recycling, and health and safety. 

The EBRD will be represented on Stinol’s board of directors and will support the company’s commitment to adopt best practices throughout its operations. The project is expected to promote greater competition and to support the transition process by setting new industry, environmental and governance benchmarks in Russia. 

1. Does the project correspond to the criteria of the European Bank for Reconstruction and Development?

	The project is located in an EBRD country of operation. 
	

	It has good prospects of being profitable. 
	

	A project has a sponsor whose contributions in cash or in kind are significant. 
	

	The project benefits the local economy.  
	


2. Answer the questions

1. What is the name of the company?

2. What does the company produce?

3. How many appliances does the company produce a year?

4. What is its market share of the Russian market?

5. Do they plan to start production of washing machines or vacuum cleaners?

6. Will the company’s restructuring be fast or will it take a number of years?

7. What are they going to do during a period of restructuring?

8. What benefits will the consumers get?

9. How much does the EBRD invest in this company?

10. Will the EBRD be represented on Stinol’s board of directors?

11. Does the project completely correspond to the purposes of the EBRD?

Manufacturing: GM-Avtovaz automotive factory in Togliatti 

Over 1,200 new jobs were created through an EBRD-supported project to modernise Russian car manufacturing. The Bank provided financing of €153 million to a joint venture between General Motors Corporation (GM) and Avtovaz for the construction and operation of a factory in Togliatti. The new production site has capacity to manufacture and assemble over 75,000 Niva vehicles per year. These are being sold in Russia as a "Chevrolet Niva" and exported through the GM and VAZ international sales networks. The engine for the new Niva was designed to meet EU standards for vehicle emissions, and the factory to conform to the EU's environment and health and safety standards. 

The project was one of the largest examples of foreign direct investment in Russia following the 1998 financial crisis. The factory combines the Western technologies and processes of GM, currently the world's top automotive manufacturer, with the Russian design and engineering skills of Avtovaz, the largest producer of vehicles in Russia. The potential of the project is increased by the fact that both partners are investing equally in the joint venture. The project will help to meet the huge modernisation needs of the Russian car manufacturing sector and will be of benefit to suppliers associated with the joint venture.

1. Does the project correspond to the criteria of the European Bank for Reconstruction and Development?

	The project is located in an EBRD country of operation. 
	

	It has good prospects of being profitable. 
	

	A project has a sponsor whose contributions in cash or in kind are significant. 
	

	The project benefits the local economy.  
	


2. Answer the questions

1. What is the name of the company which got a loan from the EBRD?

2. What does the company produce?

3. Is the loan provided by the EBRD large?

4. How many new jobs were created?

5. What is done to meet EU standards for vehicle emissions?

6. Does the world's top automotive manufacturer take part in the project?

Discussing of the possibility of making a loan

Expert: Come in. You are Mr … , aren’t you?  Sit down, please.

Entrepreneur: Thank you.

Expert: What can I do for you, Mr …?

Entrepreneur: I would like to know how I can get a loan from the Bank.

Expert: What for?

Entrepreneur: I’d like to expand my business.

Expert: What is your business?

Entrepreneur: I’m an owner of a hotel. Our hotel is modern and well-equipped. It is situated in … .We have many visitors and we want to build a chain hotel. We found a suitable site and we believe our business to be successful.

Expert: What can you say about your experience in business?

Entrepreneur: I have been running the hotel for 5 years. Our business is successful and we are a profit-making company.

Expert: What preparations have you already done?

Entrepreneur: As I have already said we had found a suitable site, we’ve got in touch with the design organization and prepared a project.

Expert: What can you say about the competition?

Entrepreneur: There is a lot of hotels in our town, but our prices are attractive for the visitors, and the services our hotel provides are of high quality. We believe our chain hotel will be attractive for the visitors.

Expert: I see you have done market research. Do you know the criteria for getting a loan?

Entrepreneur: Yes, our hotel will be located in …, this is an EBRD country of operation. It has good prospects of being profitable. I know that a project must have a sponsor whose contributions in cash or in kind are significant. The project for sure will benefit the local economy. 

We don’t have any sponsors, besides the capital we are investing is beyond the minimum sum of €5 million. We have $200,000 but it is only one third of the necessary amount.

Expert: Small projects can be financed both directly by the EBRD and through financial intermediaries. By supporting local commercial banks, micro-business banks and equity funds, the EBRD has helped finance over 1 million smaller projects.

Entrepreneur: What documents must we prepare?

Expert: You must prepare a business plan of the project, a financing plan and a financial analysis.

Entrepreneur: What must the business plan include?

Expert: It must include a description of the company and its activity: the full name and legal address of the company, product or service, markets and competition, management, including role if any of key shareholders, capital structure, full financials for current or past years, including profit and loss and cash flow statements and balance sheets.

Entrepreneur: What must the financing plan include?

Expert: The proposed financing plan must include capital structure and debt structure.

Entrepreneur: What must the financial analysis include?

Expert: It must include profit and loss statements, investment plan, cash flow statements, and balance sheets.

Entrepreneur: How long does it usually take the Bank to make a firm decision?

Expert: Usually it takes a month.

Entrepreneur: Thank you very much. Your consultation was very useful for me. Good-bye.

Expert: Good-bye.

Using case studies and the dialogue as an example, prepare your own dialogues “Applying for a loan”.

Discussion

Study the controversial theses below. After studying them, split into two groups. One group shall find reasons and evidence to defend the theses while the other shall develop arguments against the theses.

1. The more/the less banks there are in the country the better.

2. The banks should/shouldn’t give credits to everyone.

3. The banks should/shouldn’t reduce the interest rates.

4. Commercial banks should/shouldn’d be controlled by other financial institutions.

5. Every company should/shouldn’t try to organize a bank on a basis of the account department.

6. The employees of a bank should/shouldn’t be Manager’s relatives.

7. The employees of the banks should/shouldn’t be polite with the customers.
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