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Text One

Credit

Credit is a contractual agreement in which a borrower receives something of value now
and agrees to repay the lender at some later date. When a consumer purchases something using
a VISA card, he is buying on credit. There are four types of credit: mortgages, overdrafts, credit

cards, and loans.

Credit cards eliminate the need for carrying cash or checks. You can use them
practically everywhere, especially overseas. They enable you to reserve a hotel room, or airline
tickets in person, over the phone or through email. In addition, they allow you to purchase items
and pay them off in monthly installments.

An overdraft occurs when money is withdrawn from a bank account and the available
balance goes below zero. If there is a prior agreement with the bank for an overdraft, and the
amount overdrawn is within the authorized overdraft limit, then interest is normally charged at
the agreed rate. If the negative balance exceeds the agreed terms, then extra fees may be
charged and higher interest rates may apply.

In a loan, the borrower initially receives an amount of money, called the principal. He is
obligated to repay an equal amount of money with interest at a later time in regular installments.
A secured loan is a loan in which the borrower pledges some asset; e.g., a car or property as
collateral. Unsecured loans don’t require a collateral, but are based on your credit score and
ability to repay.

A mortgage is used by many individuals to purchase houses. However, the financial
institution is given security — a lien on the title to the house -until the mortgage is paid off in
full. If the borrower defaults on the loan, the bank would have the legal right to repossess the

house and sell it, to recover sums owing to it.

Definitions and Terms

Interest, typically expressed as an annual percentage rate (APR), is the fee paid for the
privilege of borrowing money. This fee is the price a person pays for the ability to spend money
today that would otherwise take time to accumulate. Conversely, interest compensates the
lender for giving up the ability to spend that money today.



Text Two
Banking

The banking system is a crucial component of the global economy. It dates back to the
15th century in Italy in which it played a major role in the rise of the Italian cities as world
economic powers. Ever since, the health of an economy and the health of its banks have been
interrelated. The global credit crisis, caused by the bursting of the U.S. housing bubble, is the

most recent example.

A bank is a financial institution and a financial intermediary that accepts deposits and
channels those deposits into lending activities. As a financial intermediary, a bank connects
depositors, who supply money, to borrowers, who demand it. Although types of banks vary based

on their activities, there are several common types of banks which are as follows.

Commercial banks distribute the notes printed and the coins minted by the U.S.
Treasury. The Federal Reserve buys coins and paper money from the Treasury and distributes
them through the banking system as needed. Commercial banks are mainly concerned with
managing withdrawals and deposits as well as supplying loans to individuals and small

businesses. Consumers use these banks for current and savings accounts, and home mortgages.

Central banks are government-owned and charged with regulatory responsibilities, such
as supervising commercial banks, and controlling the interest rate. They generally provide
liquidity to the banking system and act as the lender of last resort in event of a crisis. Central
banks have responsibility for executing monetary policy and overseeing the banking system. The

Federal Reserve Bank is the United States government’s central bank.

Islamic banks adhere to the concepts of Islamic law. They exist to fill the need for
financial services that are compliant with Islamic rules concerning interest. Sharia forbids the
charging, or acceptance, of interest or other fees related to borrowing money. Based on that, all
banking activities must avoid interest. Instead, the bank earns profit and fees on the financing

facilities that it extends to customers.



Definitions and Terms

A Savings Account is a deposit account held at a bank or other financial institution that
provides principal security and a modest interest rate. Depending on the specific type of savings
account, the account holder may not be able to write checks from the account (without incurring
extra fees or expenses) and the account is likely to have a limited number of free

transfers/transactions.

A Debit Card is an electronic card issued by a bank which allows bank clients access to their
account to withdraw cash or pay for goods and services. This removes the need for bank clients
to go to the bank to withdraw cash from their account as they can now just go to an ATM or pay
electronically at merchant locations. This type of card, as a form of payment, also removes the
need for checks as the debit card immediately transfers money from the client's account to the

business account.



Text Three

Business

Although forms of business ownership vary, there are several common forms which are

as follows: sole proprietorship, partnership, and corporations.

Starting up as a Proprietorship

The proprietorship has three important advantages: (1) It is easily and inexpensively
formed, (2) it is subject to few government regulations, and (3) its income is not subject to
corporate taxation but is taxed only as a part of the proprietor's personal income.

However, the proprietorship also has two important limitations: (1) It is difficult for a
proprietorship to obtain the capital needed for growth; and (2) the proprietor has unlimited
personal liability for the business's debts, which can result in losses that exceed the money he or
she invested in the company.

More Than One Owner: A partnership

Regarding liability, the partners can potentially lose all of their personal assets, even
assets not invested in the business, because under partnership law, each partner is liable for the
business's debts. Therefore, in the event the partnership goes bankrupt, if any partner is unable
to meet his or her pro rata liability, the remaining partners must pay the debts. To avoid this, it
is possible to limit the liabilities of some of the partners by establishing a limited partnership. In
both general and limited partnerships at least one partner is liable for the debts of the
partnership.

Many Owners: A Corporation

Corporations have three major advantages: (1) Unlimited life — a corporation can
continue after its original owners and managers are deceased; (2) easy transferability of
ownership— ownership interests can be divided into shares of stock, which can be transferred far
more easily than can proprietorship or partnership interests; and (3) limited liability — losses are
limited to the actual funds invested.

Corporations also have two disadvantages: (1) Corporate earnings may be subject to
double taxation. (2) Setting up a corporation involves preparing a charter, and writing a set of
bylaws, which is more complex and time-consuming than creating a proprietorship or

partnership.

Definitions and Terms




A business is an organization engaged in the trade of goods, services, or both. Businesses are
predominant in capitalist economies, where most of them are privately owned and administered
to earn profits to increase the wealth of their owners. Businesses may also be non-profit or

government owned.

A sole proprietorship is a business owned by one person for-profit. The owner may operate the
business alone or may employ others. The owner of the business has unlimited liability for the
debts incurred by the business. Many sole proprietors do business under their own names

because creating a separate business or trade name isn't necessary.

A partnership exists whenever two or more persons or entities associate to conduct a
noncorporate business for profit. Partnerships may operate under different degrees of formality,
ranging from informal, oral understandings to formal agreements. Partnership agreements

define the ways any profits and losses are shared between partners.

A corporation is a legal entity created by state law, and it is separate and distinct from its
owners and managers. Corporations can be either government-owned or privately-owned, and
corporations can be either for-profit or non-profit. A privately owned corporation is owned by
shareholders who elect a board of directors to direct the corporation and hire its managerial
staff.



Text Four

What is Economics?

Economists use the word scarcity to convey the idea that resources — the things
we use to produce goods and services- are limited, while human wants are unlimited. Therefore,
we cannot produce everything that everyone wants. As the old saying goes, you can’t always
get what you want. Economics studies the choices we make when there is scarcity; it is all

about trade-offs.

People produce goods (music CDs, houses, and parks) and services (the advice
of physicians and lawyers) by using one or more of the following five factors of production,

also called production inputs or simply resources:

e Natural resources are provided by nature. Some examples are fertile land, mineral
deposits, oil and gas deposits, and water. Some economists refer to all types of natural
resources as land.

e Labor is the physical and mental effort people use to produce goods and services.

e Physical capital is the stock of equipment, machines, structures, and infrastructure that
is used to produce goods and services. Some examples are forklifts, machine tools,
computers, factories, airports, roads, and fiber-optic cables.

e Human capital is the knowledge and skills acquired by a worker through education and
experience.

e Entrepreneurship is the effort used to coordinate the factors of production- natural
resources, labor, physical capital, and human capital- to produce and sell products. An
entrepreneur comes up with an idea for a product, decides how to produce it, and raises
the funds to bring it to the market. Some examples of entrepreneurs are Bill Gates of
Microsoft, Steve Jobs of Apple Computer, and Ray Kroc of McDonald’s.

Definitions and Terms

Macroeconomics is the field of economics that studies the behavior of the aggregate economy.
Macroeconomics examines economy-wide phenomena such as changes in unemployment,
national income, rate of growth, gross domestic product, inflation and price levels. It focuses
on the national economy as a whole and provides a basic knowledge of how things work in the

business world.

Microeconomics looks at the smaller picture and focuses more on basic theories of supply and

demand and how individual businesses decide how much of something to produce and how



much to charge for it. People who have any desire to start their own business or who want to
learn the rationale behind the pricing of particular products and services would be more

interested in this area.



Text Five

Accounting

Accounting can be divided into several fields including financial accounting,
management accounting, auditing, and tax accounting. Financial accounting focuses on the
reporting of an organization's financial information, including the preparation of financial
statements, to external users of the information, such as investors, regulators and suppliers; and
management accounting focuses on the measurement, analysis and reporting of information for
internal use by management. The recording of financial transactions, so that summaries of the

financials may be presented in financial reports, is known as bookkeeping.

One of the specialties within the private accounting field is cost accounting, which is
chiefly concerned with determining the unit cost of the products the company manufactures and
sells. The unit cost must include not only the price of the materials in the product, but also other
expenses, including labor and overhead. Without unit costs, manufacturing firms could not
accurately determine the price they must sell their products for in order to bring an adequate

return on investment.

Many private organizations also hire salaried accountants to perform audits. These
people are sometimes called internal auditors. They are in charge of the protection of the firm’s
assets — the things of value owned by the company, including cash, securities, property, and
even goodwill. The internal auditor ensures that internal policies, procedures and guidelines are
adequate and in compliance with top management's recommendations, human resources'
standards and industry rules. He or she also sees that current transactions are recorded promptly
and completely, identifies insufficient procedures, and detects fraudulent transactions. He or she

is usually called upon to propose solutions for these problems.

Definitions & Terms:

Accounting, or accountancy, is the measurement, processing and communication of financial
information about economic entities. Accounting, which has been called the "language of
business", measures the results of an organization's economic activities and conveys this
information to a variety of users including investors, creditors, management, and regulators.
Practitioners of accounting are known as accountants. The terms accounting and financial

reporting are often used as synonyms.
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Bookkeeping, in business, is the recording of financial transactions, and is part of the process
of accounting. Transactions include purchases, sales, receipts and payments by an individual or
organization. The accountant creates reports from the recorded financial transactions recorded
by the bookkeeper and files forms with government agencies. There are some common methods
of bookkeeping such as the single-entry bookkeeping system and the double-entry bookkeeping

system.

Auditing is the verification of assertions made by others regarding a payoff, and in the context
of accounting it is the "unbiased examination and evaluation of the financial statements of an
organization™. An audit of financial statements aims to express or disclaim an opinion on the
financial statements. The auditor expresses an opinion on the fairness with which the financial
statements presents the financial position, results of operations, and cash flows of an entity, in
accordance with GAAP and "in all material respects”. An auditor is also required to identify
circumstances in which GAAP has not been consistently observed.
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Text Six
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Definitions and Terms

A bear Market is a market condition in which the prices of securities are falling, and
widespread pessimism causes the negative sentiment to be self-sustaining. As investors
anticipate losses in a bear market and selling continues, pessimism only grows. Although
figures can vary, for many, a downturn of 20% or more in multiple broad market indexes, such
as the Dow Jones Industrial Average (DJIA), over at least a two-month period, is considered an

entry into a bear market.
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A bull Market is a financial market of a group of securities in which prices are rising or are
expected to rise. Bull markets are characterized by optimism, investor confidence and
expectations that strong results will continue. It's difficult to predict consistently when the
trends in the market will change. Part of the difficulty is that psychological effects and

speculation may sometimes play a large role in the markets.

The use of "bull” and "bear" to describe markets comes from the way the animals attack their
opponents. A bull thrusts its horns up into the air while a bear swipes its paws down. These
actions are metaphors for the movement of a market. If the trend is up, it's a bull market. If the
trend is down, it's a bear market.

Nasdagq is a global electronic marketplace for buying and selling securities, as well as the
benchmark index for U.S. technology stocks. Nasdaq was created by the National Association
of Securities Dealers (NASD) to enable investors to trade securities on a computerized, speedy
and transparent system, and commenced operations on February 8, 1971. The term “Nasdaq” is
also used to refer to the Nasdag Composite, an index of more than 3,000 stocks listed on the
Nasdaq exchange that includes the world’s foremost technology and biotech giants such as
Apple, Google, Microsoft, Oracle, Amazon, Intel and Amgen.

Stock Market Crash is a rapid and often unanticipated drop in stock prices. A stock market
crash can be the result of major catastrophic events, economic crisis or the collapse of a long-
term speculative bubble. Well-known U.S. stock market crashes include the market crash of
1929 and Black Monday (1987). Stock market crashes wipe out equity-investment values and
are most harmful to those who rely on investment returns for retirement. Although the collapse
of equity prices can occur over a day or a year, crashes are often followed by a recession or
depression.

13
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Definitions and Terms
A soft currency is a currency with a value that fluctuates as a result of the country's political or

economic uncertainty. As a result of this currency's instability, foreign exchange dealers tend to
avoid it. Currencies from most developing countries are considered to be soft currencies. Often,
governments from these developing countries will set unrealistically high exchange rates,
pegging their currencies to a currency such as the U.S. dollar. It is also known as a "weak

currency".
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Emerging Market Economy is a nation's economy that is progressing toward becoming
advanced, as shown by some liquidity in local debt and equity markets and the existence of
market exchange and regulatory body. Emerging markets generally do not have the level of
market efficiency and strict standards in accounting and securities regulation like advanced
economies, but emerging markets will typically have a physical financial infrastructure

including banks, a stock exchange and a unified currency.

A boom is a period of time during which sales of a product or business activity increase very
rapidly. In the stock market, booms are associated with bull markets, whereas busts are
associated with bear markets. The cyclical nature of the market and the economy in general
suggests that every strong economic growth bull market in history has been followed by a
sluggish low growth bear market. Stocks that suddenly become very popular and gain strong

elevated market profits are the result of a stock boom. (a boom-and-bust cycle).
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Definitions and Terms

In North America, there are two main price indexes that measure inflation:

Consumer Price Index (CPI) - A measure of price changes in consumer goods and services
such as gasoline, food, clothing and automobiles. The CPI measures price change from the
perspective of the purchaser. U.S. CPI data can be found at the Bureau of Labor Statistics.

Producer Price Indexes (PPI) - A family of indexes that measure the average change over
time in selling prices by domestic producers of goods and services. PPIs measure price change

from the perspective of the seller. U.S. PPI data can be found at the Bureau of Labor Statistics.

Standard Of Living is the level of wealth, comfort, material goods and necessities available to
a certain socioeconomic class in a certain geographic area. The standard of living includes
factors such as income, availability of employment, class disparity, poverty rate, affordability of

housing, inflation rate, affordable (or free) access to quality healthcare, quality and availability
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of education. cost of goods and services, infrastructure, national economic growth, economic

and political stability.

Starbucks Index is a representation of purchasing power parity published by The Economist
that determines what a country's exchange rate would need to be in order for a Starbucks tall
latte to cost the same as it does in the United States. Using this index, the purchasing power of
each individual national currency can be reflected in the U.S.-dollar cost of a latte in that
country. Therefore, if a latte costs significantly less in one country than another, this suggests

that the country with the cheaper latte price has an undervalued currency.
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Definitions and Terms:

Economic Recovery is a period of increasing business activity signaling the end of a recession.
Much like a recession, an economic recovery is not always easy to recognize until at least
several months after it has begun. Economists use a variety of indicators, including GDP,
inflation, financial markets and unemployment to analyze the state of the economy and
determine whether a recovery is in progress. These indicators are classified into: leading and

lagging indicators.
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Economic growth rate is a measure of economic growth from one period to another in
percentage terms. In practice, it is a measure of the rate of change that a nation's gross domestic
product goes through from one year to another. Gross national product can also be used if a
nation's economy is heavily dependent on foreign earnings. In the United States, for example,
the long-term economic growth rate is around 2-5%, this lower rate is seen in most highly
industrialized countries. Fast-growing economies, on the other hand, see rates as high as 10%

although this rate of growth is not likely to be sustainable over the long term.

Economic cycle is the natural fluctuation of the economy between periods of expansion (growth)
and contraction (recession). Factors such as gross domestic product (GDP), interest rates, levels
of employment and consumer spending can help to determine the current stage of the economic
cycle. An economy is deemed to be in the expansion stage of the economic cycle when gross
domestic product (GDP) is rapidly increasing. During times of expansion, investors seek to
purchase companies in technology, capital goods and basic energy. During times of contraction,

investors will look to purchase companies such as utilities, financials and healthcare.

Dutch Disease is the negative consequences arising from large increases in a country's income.
Dutch disease is primarily associated with a natural resource discovery, but it can result from
any large increase in foreign currency, including foreign direct investment, foreign aid or a
substantial increase in natural resource prices.

Resource Curse is a paradoxical situation in which countries with an abundance of non-
renewable resources experience stagnant growth or even economic contraction. The resource
curse occurs as a country begins to focus all of its energies on a single industry, such as mining,

and neglects other major sectors.
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Text Ten
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Definitions & Terms:

A glass ceiling is a political term used to describe "the unseen, yet unbreakable barrier that

keeps minorities and women from rising to the upper rungs of the corporate ladder, regardless
of their qualifications or achievements." Initially, and sometimes still today, the metaphor was
applied by feminists in reference to barriers in the careers of high achieving women. In the US
the concept is sometimes extended to refer to obstacles hindering the advancement of minority

men, as well as women.

'Supply* is a fundamental economic concept that describes the total amount of a specific good or service
that is available to consumers. Supply can relate to the amount available at a specific price or the amount
available across a range of prices if displayed on a graph. This relates closely to the demand for a good
or service at a specific price; all else being equal, the supply provided by producers will rise if the price

rises because all firms look to maximize profits.
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‘Demand’ is an economic principle that describes a consumer's desire and willingness to pay a price for
a specific good or service. Holding all other factors constant, the price of a good or service increases as
its demand increases and vice versa. Businesses often spend a considerable amount of money in order to
determine the amount of demand that the public has for its products and services. Incorrect estimations

will either result in money left on the table if it's underestimated or losses if it's overestimated.

Natural unemployment is the lowest rate of unemployment that an economy can sustain over
the long run. Keynesians believe that a government can lower the rate of unemployment (i.e.
employ more people) if it were willing to accept a higher level of inflation (the idea behind the
Phillips Curve). However, critics of this say that the effect is temporary and that unemployment
would bounce back up but inflation would stay high. Thus, the natural, or equilibrium, rate is
the lowest level of unemployment at which inflation remains stable. Also known as the "non-

accelerating inflation rate of unemployment”.

Disguised Unemployment is unemployment that does not affect aggregate output. Disguised
unemployment exists where part of the labor force is either left without work or is working in a
redundant manner where worker productivity is essentially zero. An economy demonstrates
disguised unemployment where productivity is low and where too many workers are filling too

few jobs.
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Appendix A

Language of Stock Markets

Table 1: Verbs in stock market

Rising
Falling
close, continue, index, lead,
Other steady,
Adverbs

Small changes:

Slightly, a bit, a little

Large changes:

Dramatically, sharply, a lot, significantly
Adjectives:

Large changes:

Steep, acute, sudden,

Small changes:

Minimal, small, insignificant,

Nouns:

advance, climb, escalate, explode, gain, go up, hike, increase, jump, move up, rally,
rise, rocket, shoot up, (sky) rocket, soar, surge, take off, up, upsurge

break down, collapse, decline, decrease, dip, dive, down, drop, fall, get creamed, get
crushed, get destroyed, go down, lose, lower, nosedive, plunge, tumble

move, open, profit, reach, , sell, stay the same, remain

Profits, earnings, benefits, dividends, gains, losses, rise

Headlines

1998-8-28: The Market Turmoil: The Dow's Fall; Major Selloff Leaves a Market Correction

Verging on Something Bigger

1999-1-28: Blue Chips Decline 124.35 In a Profit-Taking Session
2000-7-20: Share Prices Slump on Profit-Taking and Rate Concerns
2003-7-25: Profit-Taking Pushes Markets Lower; Dow Falls 81 Points
2003-6-6: Shares Hold Steady as Investors Limit Their Profit-Taking
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2006-3-7: Economic Anxieties Contribute to a Day of Profit-Taking
2007-10-3: Shares Close Mixed Amid Profit-Taking

Examples:

Stock prices have advanced, while others have declined.
Landlords advanced rents unfairly.

The company's earnings have climbed 13 percent this year.
The stocks gained (by) 2 percent last month.

The company hopes to gain profits this quarter.

Prices are expected to go up soon.

The stocks skyrocketed

The average cost of a new house has gone up by 5% to 67,5008.
The new hike in train fares came as a shock to commuters.
The chancellor has hiked (up) interest rates.

An increase of 6% in taxes was reported.

House prices have jumped dramatically.

The cost of building the road has jumped by 70%.

The pound rallied against the dollar in trading today.

Share prices fell today again after yesterday's rally.
Inflation is rising at / by 6% a month.

A 5% rise in inflation

House prices are rocketing up.

Prices shot up by 3%.
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