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The gap-filling task

The gap filling task generally comes first in the examination. It consists of 6—7 short extracts (100—120
words each) from authentic publications on economic topics. The number of gaps in each extract
varies from 5 to 8. The total number of gaps in the whole test is 50, which gives you 50 marks. With a
wrong choice you lose 1 mark. The time given to this task is 30 minutes.

The test is designed to check your ability to quickly read economic texts paying attention to their
logical development and grammatical structure. This would help you choose the correct word or
phrase from the list in the right-hand column.

During the test you are expected to write down your answers in the Answer sheet where you should fix
your choice in block capital letters in the appropriate box.

We do not recommend that you stick to the text which is hard to complete. Keep working until you are
through with all of them. Then come back to those which are still the problem. Perhaps this time you
will be more successful.

Shortly before the time is up, we advise you to make sure that you have filled in all the gaps. Those of
them which you decide not to fill in will be marked as incorrect and each of them will result in a loss
of 1 mark.

TEST 1

1 | The strong foreign exchange inflows, in particular export receipts, | a. investment
foreigndirect 1 andrapiddemandgrowth,combinedwithadequate | b. monetary
2 policies, are boosting 3, which is expected to increase to | c. oil-exporting
9 percent this year. The report says the rise is particularly notable in | d. inflation
some 4 countries, where the higher inflation is beginningto 5 | e. exchange rates
into more appreciated real effective 6, as would be expected in | f. transilate
response to increased oil prices.

2 | As the countries in this region increase their international 1 and | a. resilient
reduce their debt, they are becoming more 2 to potential shocks. | b. accelerate
The region'skey policy 3 istosustainoreven4  growth to make | c. generated
significant steps towards 5  poverty and unemployment. Strong | d. reserves
growth has not yet 6 sufficient jobs for the rapidly expanding | e. challenge
labor force, and 7 have not yet declined much, even in the rapidly | f. reducing
growing low-8  countries. g. poverty rates

h. income

3 | The governments of low-income countries 1 the challenge of | a. enhance
managing the macroeconomic 2 of large-scale foreign 3 . | b. impact
Because of their progress in cementing 4 stability, reducing debt, | ¢c. macroeconomic
and 5 policies in general, these countries are attracting increased | d. financing
6___ , which, in turn, will allow them to invest more in infrastructure | e. face
and human capital, reduce unemployment, and 7 prospects for | f. investments
higher potential output. g. improving

4 | All countries in the region would also benefit from a further 1 and | a. liguidity
deepening of the region's financial markets. In particular, there is a | b. efficiently
need to strengthen banking system 2, monitor market risks, and | c. soundness
increase the depthand 3 of capital marketsto reduce4__ market | d. asset
volatility and use the region's large savings 5 . e. broadening




Firm policy implementation played a key role. Bulgaria's fiscal policy | a. confidence
has been one of the most cautious among countries that are not rich | b. prudential
in 1 . Successive budget 2 have helped cut gross public debt | c. facilitated
and 3 the buildup of a fiscal reserve in support of the currency | d. primary resources
board. Although revenue was supported by strong economic activity, | e. restraint
spending 4 also played a role. A strengthening of 5 regulation | f. surpluses
and banking supervision over the years helped increase 6 in the | g. grew
banking sector. Mirroring developments elsewhere in the region,
bank credit 7 rapidly.
Bulgaria's accession to the EU is a landmark in the country's | a. infegration
international reintegration. Full 1 into the common EU trading | b. financial
area should boost trade and 2. A reduction in Bulgaria's perceived | c. encourage
risk will 3 private investment and help renew and 4 the capital | d. raise
stock. Of a more short-term nature, net 5 flows from the EU to | e. competition
Bulgaria will provide a domestic stimulus.
The challenge for monetary policy is highlighted by the experience | a. drop
of deflation in Japan. Monetary policy before the onset of 1 was | b. the risk
judged to have been appropriate or even 2 . Butit wastoo 3, | c. explicit
reflecting the fact that inflation turned out to be substantially lower | d. forecast
than 4 . In the presence of these expectations, the monetary | e. deflation
policy regime can play a 5. For instance, a regime withan 6 | f. loose
inflation target should set the 7 to provide a buffer zone. The | g. crucial role
objective would be to reduce 8 of inflation falling so close to zero | h. tight
that the economy, ifhitbya9  in demand, becomes susceptible to | i. farget floor
deflation.

Answer sheet
1 1 2 3 4 5 6
2 1 2 3 4 5 6 7 8
3 1 2 3 4 5 6 7
4 1 2 3 4 5
5 1 2 3 4 5 6 7
6 1 2 3 4 5
7 1 2 3 4 5 6 7 8 9




TEST 2

A still resilient global economy, combined with generally sound | a. developing
1 and increasing trade and financial 2. in Europe, has | b. macroeconomic
yielded a vibrant regional economy. After years of sluggish 3 | policies
the 4  economies in Europe are expected to 5 the United | €. oufpace
States this year and next, and the top-performing European 6 | d. emerging economies
are demonstrating growth rates second onlyto 7 Asia. e. growth

f. advanced

8. integration
In the emerging economies, 1 pressures and external 2 | a. rate
could guarantee further interest 3 increases. In countries where | b. vulnerabilities
monetary policies 4 are either ineffective or unavailable, the | c. supervision
tightening will need to be achieved through 5 restraint. Strong | d. fiscal
banking 6 will be critical throughout emerging Europe. e. tools

f. inflationary
For several advanced economies, an added reason forreducing 1 | a. expenditures
is that deficits remain too high to deal comfortably with eventual | b. complemented
downturns. In Europe's emerging economies, more fiscal 2 is | c. risks
desirable to mitigate demand pressuresand insure against 3 posed | d. indebtedness
by the rapidly rising4 _ ofthe private sector. Fiscal consolidation | e. consolidation
should be 5 by structural reforms that can keep the promise | f. fo advance
of income convergence, including measures 6 economic and
financial integration.
These developments dramatically 1~ the world economy. Perhaps | a. average
the most notable achievement was the virtual end of 2 as an | b. developing countries
international phenomenon. Although the 3 world inflation | c. inflation
rate showed little change, the problem became more and more | d. consumer price
concentrated in a few 4 with extremely high rates. For the | e. cost
aggregate of industrial countries, 5 inflation fell from a peak of | f. affected
more than 12 percent in 1980 to 2 percent in 1986. That drop was
purchased at the 6 of sharp declines in output and employment in
the early 1980s.
By the middle of the decade, growth had 1 in most industrial | a. drop
countries. For developing countries, however, the picture was far less | b. manufactured
bright. While prices of 2 goods stabilized, prices of the primary | c. growth rate
commodities on which most developing countries depend tor export | d. revitalized
3 fell precipitately. By the end of the decade, the 4  in | e. revenues
commodity prices had become the most severe in modem history. | f. concentrated
Consequently, although the average 5  in developing countries

was reasonably good throughout the decade (around 4 percent), that
growth was heavily 6 in the newly industrializing economies of
Asia.




6 | Market discipline to influence the conduct of banks and other 1 a. competition
is also likely to be absent when 2 among banks is not keen, and | b. bond
equity and 3 markets either do not exist or are highly illiquid. | c. depend
Lack of 4 markets for bank shares and subordinated debt and the | d. financial
concentration of 5 in finance and industry are likely to limit the intermediaries
effectiveness of the financial sector. Many of the current proposals | €. governance
that 6 on transparent and well-functioning markets to provide | f. liquid
discipline on corporate 7 cannot be implemented. g. ownership

Answer sheet
1 1 2 3 4 5 6 7
2 1 2 3 4 5 6
3 1 2 3 4 5 6
4 1 2 3 4 5 6
5 1 2 3 4 5 6
6 1 2 3 4 5 6 7




TEST 3

Commodity markets have been 1 . Prices of many commodities— | a. reached
especially those of oil, corn, and wheat—have 2 record highs in | b. broad based
recent months despite credit market 3 . The current boom has also | c. reversal
been more 4, and it contrasts noticeably with the 1980s and 1990s, | d. booming
when most commodity prices wereona 5 trend. That said, despite | e. furbulence
the apparent 6 of the downward trend, 7 prices of many | /. downward
commodities are still well below the levels seen in the 1960s and 1970s. | g. inflation-adjusted
Downside macroeconomic risks that are concentrated in the U.S. | a. financial stability
economy have a significant 1 on systemically important financial | b. contraction
institutions that may spill over to 2 . Of particular importance | ¢. capacity
for 3 are the linkages between the real and financial sector, | d. impact
including the effects of credit on the real economy, the extent of 4 e. slowdown
adjustments, and the absorptive 5 of financial markets. Our analysis | f. balance sheet
indicates that a 6 in the supply of private sector credit and market | g. global markets
borrowings could bring a significant 7 in U.S. output growth.
Overall risks to financial stability have increased sharply. The crisis that | a. credit crunch
1 inasmallsegmentofthe US2  hasspread to broader cross- | b. originated
border credit and 3 markets through both direct and indirect | c. threatening
channels. A broadening 4 of credit is likely to put added pressure | d. deterioration
on systemically important financial 5 . The risks of a 6 have | e. mortgage market
increased, 7 economic growth. f. funding

g. institutions
Emerging markets have so far proved broadly resilient to the 1 . | a. responsive
Improved fundamentals, abundant reserves and strong growth have all | b. domestic credit
helped to 2 flows into emerging market 3 . However, there | c. adjustments
are macroeconomic vulnerabilities in a number of countries that make | d. financial turmoil
them4  to deterioration in the external 5 . Eastern Europe, in | e. assets
particular, has a number of countries with 6 deficits financed by | f. current account
private debt or portfolio flows, where 7 has grown rapidly. A global | g. sustain
slowdown could force painful § . h. environment
Againstthisbackdrop ofslowerglobalactivityin2008-09,the IMFrecently | a. cyclical
1 a study to better understand what is behind the commodities | b. been limited
2  anditslikely 3  impact around the globe. It found that the | c¢. undertook
current commodities boom reflects many 4  and structural factors. | d. macroeconomic
It also found that, although the impact of this largely 5 boom on | e. inflation risks
the global economy has 6 so far, higher commodity prices | f. demand-driven
have begunto pose 7 and may lead to 8 financing challenges | g. external
for some countries, particularly low-income net commodity importers. | A. boom
In addition to policies that can 1 the functioning of global | a. resorted
commodity markets, 2 the impact of rising food and fuel prices on | b. enhance
poor households has become a major policy concern. 3 by worries | ¢. fargeted
about food security, a number of countries have 4 to protectionist | d. imposed
measures, which may have contributed to global market 5 .| e. mitigating
For example, in 2007, a number of countries 6 export taxes on | f. subsidies
grains. Instead, countries should consider 7 cash transfers to poor | g. fightness
households, or temporary 8 on a few selected food items consumed | 4. motivated

by the poor.




Answer sheet




TEST 4

1 | After Asia's financial crisis, the world's leading economies 1 a | a. financial crisis
majoreffortto2  theinternational financial system. Ten years later, | b. launched
they decided to try again. The 1998 effort 3 the world's “financial | c. to revise
architecture” followed a crisis that had 4 in the growing of the | d. affected
external deficits in the emerging world— deficits that were for a time | e. remake
willingly 5 by banks and private investors in the world's wealthy | f. originated
economies. The second effort will follow a systemic 6 that started | g. financed
in the United States and then 7 most of the world economy.

2 | Policymakers have already taken unprecedented action in 1 to | a. financial assistance
the deepening financial and economic crisis. Central banks, including | b. monetary policy
the European Central Bank, have been 2 liquidity support and | c. faced
easing 3, while governments have committed large resources to | d. response
guarantee, 4 and resolve financial institutions. Fiscal policy has | e. recapitalize
beenused5  demand. 6 with financing difficulties, a number of | f. providing
countries in central and eastern Europe have undertaken adjustment | g. fo bolster
programs supported by 7 from the IMF, the European Union
(EU), and other bilateral and multilateral sources.

3 | Despite the extraordinary nature of the measures taken so far, the | a. tighter
financial sector has not returned to normal. The stress in the money | b. eased
markethas1  inadvanced and some emergingeconomies, butcredit | c. extension
2 is slowing down or falling, and corporate bond spreads remain | d. liquidity
elevated. Deteriorating economic 3 have resulted in rising 4 | e. fundamentals
loans and 5 lending standards. For emerging economies, access | f. rates
to foreign currency 6 is a key challenge. All this uncertainty has | g. pushed up
raised private savings 7, while concerns about fiscal sustainability | 4. non-performing
have 8 sovereign spreads.

4 | Governments have had little choice but to 1 to save the financial | a. fiscal stimulus
system from collapse, and to provide 2 to stop the sharp 3 in | b. preserving
private sector demand. It is not difficult to imagine a scenario in which | c. creditworthiness
higher interest costs and lower economic growth increasingly lead | d. infervene
to higher 4 ratios, ultimately leading investors to raise questions | e. contraction
about the sustainability of government finances around the world. | f. undermine
So far this has not happened. But because investor confidence in | g. debt-to-GDP
governments’ 5 has been key in preventing a complete meltdown
of the financial and economic system, 6 such confidence is of
paramount importance. Pushing interest rates up as debt holders
demand a higher risk premium, would also 7 the effectiveness of
fiscal stimulus measures.

5 | Every crisis exposes 1, and the current global financial crisis | a. financial linkages
is no exception. The speed at which the crisis 2 underlines the | b. weaknesses
importance of indicators that could support early warning efforts and | ¢. developed
the analysis of cross-border 3 . While the analysis of the spread | d. underline
and transfer of risk hasbeen 4 by the complexities created by new | e. instruments
financial 5 | the crisis has also helped 6 the need to keep a | f. hindered

better eye on off-balance-sheet operations, often created specifically
because they were “off the radar.”

10




The crisis has 1 major deficiencies in international coordination | a. buildup
and cooperation. Supervision by the IMF has 2 weak and | b. revealed
incomplete. Even where the problem was well understood, as in the | c. lacks

case of growing macroeconomic 3 that contributedtothe 4 of | d. imbalances
vulnerability, there was no agreement on responsibilities or means to | e. differing
5 thenecessary cooperative actions. As the recent crisishasshown, | f. enforce

the IMF 6 the resources and instruments to 7 aggressively | g. remained
to systemic instability, which also reflects 8  opinions among its | 4. respond
member countries on what the institution's role should be.

Why might foreign banks 1 better in periods of generalized | a. financing
distress in emerging economies? First, they might be more profitable, | b. shock
efficient, and well 2, and thus better able to deal with a major | ¢. access
3 . Second, subsidiaries of large global groups might find it easier | d. markets
4 capital or liquid funds on international financial 5 because | e. capitalized
of informational advantages or reputation. Third, even if external | f. subsidiaries
6__ dries up because of increasing risk aversion, foreign bank 7 | g. fo raise
might still have 8 to financial support from their parent bank, | A. perform
particularly if the latter is well diversified.

Answer sheet

1 1 2 3 4 5 6 7

2 1 2 3 4 5 6 7

3 1 2 3 4 5 6 7 8
4 1 2 3 4 5 6 7

5 1 2 3 4 5 6

6 1 2 3 4 5 6 7 8
7 1 2 3 4 5 6 7 8
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TEST 5

By the time the financial crisis erupted, emerging Europe was 1 greater
financial vulnerability than Latin America. Across emerging Europe, credit
had grown at a faster 2, external 3 was higher, and 4 balances
were showing large deficits. When the 5 went bust after the 6 of
Lehman Brothers, economic activity in emerging Europe was 7 harder
than in any other emerging market region, leading to severe recessions.
The 8 in private credit likely reflected declines in both credit demand
and credit supply.

a.pace

b. collapse

C. experiencing
d.debt

e. slowdown

f. credit boom

g. hit

h. current account

In Latin America, local affiliates were funded primarily through domestic
deposits, rather than through loans or capital 1 from parent banks.
Lending by foreign banks’ local 2 in Latin America was thus less
vulnerable to sudden withdrawal of short-term 3 funding and
contagion from the international 4 squeeze, and continued to expand
even amid the global 5. In emerging Europe, lending by foreign-owned
banks depended on parent banks in western Europe, which experienced
significant 6 and faced tight interbank liquidity conditions during the
crisis. This prompted a 7 in funding to local affiliates, which in turn
reduced lending in host markets.

a. affiliates

b. cutback

c. transfers
d.external
e.financial stress
f. liquidity

g. turmoil

Regarding monetary policy, many central banks can afford to 1 low
interest rates over the coming year, as2____ inflation is expected to remain
lowand 3 high for some time. At the same time, credible strategies for
unwinding monetary4  support need to be prepared and communicated
now to anchor expectations and 5 potential fears of inflation or
renewed financial 6 . Countries that are already enjoying a relatively
7 rebound of activity and credit will have to 8§ monetary conditions
earlier and faster than their counterparts elsewhere.

a. underlying
b.unemployment
c. policy
d.dampen

e. tighten

f. instability

g. robust
h.maintain

At the same time, some emerging market countries will have to manage a
1 ofcapital inflows. This is a complex task and the right responses 2
across countries, including some fiscal 3 to ease pressure on interest
rates and exchange rate 4 or greater flexibility. Recognizing that inflows
can be very large and partly transitory, depending on circumstances, 5
policies aimed at limiting the emergence of new asset price 6, some
buildup of 7, and some capital controls on inflows can be part of the
appropriate response.

a. reserves

b. appreciation

c. differ
d.tightening

e. macro-prudential
f. bubbles

g. surge

The government’s finances should be 1 . That requires reducing the
2 deficit and placing the debt-to-GDP 3 on a downward trajectory.
Since wages and social benefits4 75 percent of total government 5,
this means that the public wage and pension bills have tobe 6 . There is
hardly any other room for maneuver in terms of fiscal 7.

a.fiscal

b. consolidation
C. constitute
d.ratio

e. expenditure
f. sustainable
g. reduced

Improving economic and financial conditions have helped private bank
1 inadvanced economies. The IMF sharply reduced its estimate of the
2 orloanloss provisions that banks will have to take, or have taken,3
for bad loans and securities on their books. The 4 quality of bank assets
means that banks will probably need less capital than previously estimated
toabsorb5 . Butbanksstillwill 6 funding difficulties in the next few
years, as theirbonds 7 and the special government assistance programs
are § .

a. losses

b. balance sheets
C. improving
d.face

e. withdrawn

f. to account

g. writedowns
h.mature

12




7 | Looking further ahead, there must be agreement on the reform 1 for
financial regulation. The direction of reform is clear—higher quantity
and quality of capital and better liquidity 2, but the magnitude is not.
Policymakers must 3 the right balance between 4 the safety of the

a. risk management
b.agenda

C. promoting
d.efficient

financial system and keeping it innovative and 5 . Specific proposals | e. strengthening

for making the financial system safer and for 6 its infrastructure, for | f. strike

example, in the over-the-counter-derivatives 7___, are essential. g. market
Answer sheet

1 1 2 3 4 5 6 7 8

2 1 2 3 4 5 6 7

3 1 2 3 4 5 6 7 8

4 1 2 3 4 5 6 7

5 1 2 3 4 5 6 7

6 1 2 3 4 5 6 7 8

7 1 2 3 4 5 6 7
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TEST 6

1 | Capital 1 to emerging market economies 2 remarkably quickly | a. volatile
after the crisis. However, as policy rates in advanced economies rise | b. resumed
from their unusually low levels, 3 flows may again exit the emerging | c. dampening
market economies. Depending on country-specific circumstances, and | d. fo curb
assuming appropriate macroeconomic and 4 policies are in place, | e. macroeconomic
measures designed 5 capital inflows can play a role in 6 the | f. prudential
impact of their excessive volatility on the real economy. However, such | g.  flows
measures are not a substitute for 7 tightening.

2 | The recovery is 1 strength, but unemployment remains high in | a. robust
advanced economies, and new macroeconomic risks are 2 in | b. demand
emerging market economies. In advanced economies, the shift from | c¢. gaining
public to private 3 isadvancing, reducing concerns that diminishing | d. fiscal
4 policy support might cause a deep 5 . Financial conditions | e. recession
continue 6, although they remain unusually fragile. In many | f. building up
emerging market economies, demand is 7 and 8 is a growing | g. to improve
policy concern. h. overheating

3 | Many old policy challenges remain unaddressed even as new ones come | a. credit
1 . Inadvanced economies, 2 the recovery will require keeping | b. fo the fore
monetary policy 3 as long as wage pressures are 4 | inflation | ¢. sustainable
expectations are well anchored, and bank 5 is sluggish. At the same | d. subdued
time, fiscal positions need to be placedon 6 medium-term pathsby | e. strengthening
implementing fiscal 7 plans and entitlement reforms supported by | f. accommodative
stronger fiscal rules and institutions. g. consolidation

4 | The recovery is broadly moving at two speeds, with large output gapsin | a. in the lead
1 economies and closing or closed gaps in emerging and developing | b. external
economies. Economies that are running behind the global recovery | c¢. rebound
typically suffered large 2 during the crisis, often related to housing | d. o enjoy
booms and high 3 indebtedness. Among the advanced economies, | e. weaker
those in Asia have experienced astrong4 . The recovery of euro area | f. advanced
economies that 5 housing busts or face financial market pressures | g. suffered
has been 6 than in Germany. Among emerging and developing | 4. financial shocks
economies, those in Asia are 7, followed by those in sub-Saharan
Africa, whereas those in eastern Europe are only just beginning 8§
significant growth.

5 | The three lines of defense against unemployment are supportive | a. fo accelerate
macroeconomic policies, financial sector 1, and specific labor | b. repair
market measures. Monetary policy is expectedtostay2  inadvanced | c¢. easy
economies. However, there is an urgent need 3 bank restructuring | d. launch
and recapitalization to 4 credit to small and medium-size firms, | e. hiring
which account for the bulk of employment. Temporary employment | /. subsidize
subsidies 5 at these firms could help restart 6 . Such programs | g. employed
may 7 the hiring of many workers who would have found jobs | 4. targeted

anyway or cause replacement of those currently 8  with the targeted
group of unemployed.

14




6 | Advanced economies urgently need to make more progress in 1
medium-term problems. High on the priority list are financial repair
and reforms and medium-term 2 . Financial sector measures hold
the key to more rapid macroeconomic policy 3, which would
help guard against the buildup of new 4 | including in emerging
market economies. In general, more certainty about policy prospects
could help support the recovery of 5 and employment while 6
financial markets.

a. imbalances

b. investment

c. addressing

d. fiscal adjustment
e. normalization

f. stabilizing

Answer sheet

1 1 2 3 4 5 6 7

2 1 2 3 4 5 6 7 8
3 1 2 3 4 5 6 7

4 1 2 3 4 5 6 7 8
5 1 2 3 4 5 6 7 8
6 1 2 3 4 5 6

15



TEST 7

1 | Growth in Asia is also expected to gain momentum over the course of 2012. | a. projected
Although activity 1 markedly across the region in the last quarter of | b. inflows
2011, mainlydueto 2 external demand, domestic demand has generally | c. unemployment
3 strong, as reflected in low 4, high capacity utilization, and 5 | d. robust
credit growth. In the first months of 2012, leading indicators of activity | €. expectations
strengthened, inflation 6 picked up, and capital 7 into Emerging | f. weakening
Asia rebounded. Growth for the Asia and Pacific region asawholeis8 | g. remained
to be at 6 percent in 2012. h. slowed

2 | The global economy remains fragile, exposing Asia to serious 1 risks. | a. fundamentals
The 2 crisis in the euro area has not been fully resolved, and financial | b. push
3 could still escalate in the region and spread globally, while increased | c. furmoil
geopolitical risks could 4 energy prices sharply higher. So far, stronger | d. debt
economic and policy 5 have helped buffer Asian economies against | €. deleveraging
the global financial crisis, including by limiting adverse financial 6 | f. impact
spillovers and increasing the impact of 7 by European banks. But a | g. downside
sharp fall in exports to advanced economies and a 8 of foreign capital | h. market
flows would severely 9 activity in Asia. i. reversal

3 | The global recovery is threatened by intensifying strains in the euro area | a. fragilities
and 1 elsewhere. Financial conditions have 2, growth prospects | b. fo expand
have worsened, and downside risks have 3 . Global output is projected | c. expected
4 by 3 percent in 2012. This is largely because the euro area economy is | d. worsening
now5  togointoamild6  in 2012 asa result of the rise in sovereign | e. deteriorated
yields, the effects of bank deleveraging on the real economy, and the impact | f.  recession
of additional fiscal 7. Growth in emerging and developing economies | g. consolidation
is also expected to slow because of the 8  external environment and a | h. escalated
weakening of internal demand.

4 | The most immediate policy challenge is 1 confidence and put an end | a. [liquidity
to the crisis in the euro area by supporting growth, while 2 adjustment, | b. o restore
containing deleveraging, and providing more 3 and monetary | c. sustaining
accommodation. In other major advanced economies, the key policy4 | d. exfernal
are to address medium-term fiscal 5 and to repair and reform financial | e. responding
systems, while sustaining the recovery. In emerging and developing | f. requirements
economies, near-term policy should focuson 6 to moderating domestic | g. imbalances
growth and to slowing 7 demand from advanced economies.

5 | In the last quarter of 2011, renewed fears that the euro area crisis would | a. alleviated
escalate and 1 led to another spiral of uncertainty and 2 risk | b. widening
spreads that contributed to an unexpectedly sharp 3 in the euro area, | c. fo enhance
with spillovers to the rest of Europe and beyond. The European Central | d. slowing
Bank 4  funding pressure in the banking sector through longer-term | e. spread
refinancing operations. These measures, in combination with steps toward | f.  strengthening
5 the fiscal agreement, 6 reforms, and fiscal consolidation, | g. succeeded
7 instabilizing market sentiment and lowering uncertainty. The recent | h. structural

decision 8 the European firewall reinforces these policy efforts.

16




6 | Monetary policy in Asia’s low-income countries will alsoneedto 1 to | a. pressures
their widely differing individual circumstances. In some, especially those | b. be adjusted
with 2 resource sectors, the challenge is to rein in an 3 economy. | c. booming
In others, further monetary 4 is needed to help absorb external 5 | d. overheating
on the economy and 6 inflation. In several low-income countries | €. burden
the scope for active monetary policy is more 7, placing the 8  of | f.  fightening
macroeconomic management on fiscal policy. g. constrained

h. bring down
Answer sheet
1 1 2 3 4 5 6 7
2 1 2 3 4 5 6 7 9
3 1 2 3 4 5 6 7
4 1 2 3 4 5 6 7
5 1 2 3 4 5 6 7
6 1 2 3 4 5 6 7
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TEST 8

1 | Global prospectshave 1 again but the roads to recovery in the advanced | a. fo reach
economies will 2 bumpy. World output growth is forecast 3 | b. accelerate
3 percent in 2013 and 4 percent in 2014. In the major 4 economies, | C. remain
activity is expected to gradually 5, following a weak start to 2013, with | d. improved
the United States in the lead. In 6 market and developing economies, | e. emerging
activity has already picked up steam. Advanced economy policymakers | f. breakup
have successfully removed two of the biggest threats to the global recovery,a | g. advanced
7 of'the euro area and a sharp fiscal contraction in the United States.

2 | However, old dangers remain and new risks have come to the forefront. | a. relate
In the short term, risks mainly 1 to developments in the euro area, | b. debt
including 2 about the results from events in Cyprus and politics in | ¢. vulnerabilities
Italyaswell as 3 in the periphery. In the medium term, the 4 risks | d. uncertainty
relate to adjustment fatigue, insufficient 5 reform, and prolonged | e. institutional
stagnation in the euro area as well as high fiscal deficits and 6 in the | f. key
United States and Japan. In this setting, policymakers cannot afford to
relax their efforts.

3 | The United States and Japan still need to devise and implement strong | a. space
medium-term fiscal 1 plans. The euro area needs to 2 the | b. strengthen
Economic and Monetary Union (EMU). In emerging market and | c. fightening
developing economies, some 3 of policies appears appropriate in | d. restrain
the medium term. This tightening should begin with 4 policy and be | e. monetary
supported with prudential measures as needed to 5 growing excesses | f. consolidation
in financial sectors. Eventually, policymakers should also return fiscal | g. balances
6 totheir healthy pre-2008 levels, rebuilding sufficient 7 for policy
manoeuvring.

4 | Strong actions by European policymakers helped improve 1 and | a. failed
financial conditions. U.S. policymakers avoided the fiscal cliff but have | b. expansionary
2 to find durable solutions to other 3 fiscal risks. Japan adopted | c. rebound
more 4 macroeconomic policies 5  to a larger-than-expected | d. short-term
slowdown. In the meantime, policy easing in key emerging market | €. in response
economies has supported internal 6. Moreover, the production and | f. confidence
consumption 7 in many economies may have prepared them for an | g. dynamics
inventory-led 8 . h. demand

5 | With improving global economic conditions, substantial capital 1 in | a. inflows
emerging market economies are 2 to reemerge, which may require | b. likely
adjustments in the policy mix. Specifically, monetary policy tightening | c. overheating
may not be as effective in preventing 3 because it could reinforce | d. provide
capital inflows and 4 credit. Economies with current account 5 | e. boost
should consider allowing nominal 6, which in turn should 7 room | f. surpluses
for gradual monetary tightening. g. appreciation

6 | Structural policies aimed at 1 favourable business and investment | a. fiscal
regimes have 2 significantly to their success. In addition, more foreign | b. fostering
direct 3 and improved 4 positions helped achieve strong growth. | c. contributed
Against this backdrop, 5 should rebuild fiscal and external buffers if | d. investment
these are low. In many economies, highand 6 commodity prices have | e. volatile
led to strains on the 7, and fiscal reform is 8  needed to improve | f. budget
target -related subsidy regimes. g. policymakers

h. urgently
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7 | As emerging market economies become increasingly important 1 in
the global economy, their share of the global cross-border flows of financial
assets is also 2 . Because of their strong 3 prospects, emerging
market economies have 4 foreign investors in search of higher returns,
especially at a time of very low 5 in advanced economies. And flows
have also gone in the other direction, as the governments of emerging
market 6 have built up their foreign exchange 7 by investing heavily
in advanced economies.

©eme e o

players
economies
growth
attracted
interest rates
reserves
rising

Answer sheet

1 1 2 3 4 5 6 7
2 1 2 3 4 5 6

3 1 2 3 4 5 6 7
4 1 2 3 4 5 6 7
5 1 2 3 4 5 6 7
6 1 2 3 4 5 6 7
7 1 2 3 4 5 6 7
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TEST9

1 | Globalactivityhasbroadlyl  andisexpectedtoimprove furtherin2014- | a. downside
15, with much of the impetus coming from advanced economies. Inflation | b. advanced
in these economies, however, was lower than 2 | reflecting still-large | c. projected
output gaps and recent 3 price declines. Activity in many emerging | d. commodity
4 hasdisappointed in a less favorable external financial 5, although | e. environment
they continue 6 more than two-thirds of global growth. Their output | f. market
growth is expected to be lifted by stronger exportsto 7 economies. In economies
this setting, 8 risks have diminished. g. strengthened

h. fo contribute

2 | The global recovery is still fragile despite improved 1 |, and significant | a. changing
downside risks - both old and new - remain. Recently some new | b. risks
geopolitical 2 have emerged. On old risks, those related to emerging | c. furmoil
market economies have increased with the 3 external environment. | d. waves
Unexpectedly rapid normalization of U.S. monetary policy or renewed 4 | e. broad-based
____of high risk aversion on the part of investors could result in further | f. prospects
financial 5 . Thiswould lead to difficult 6 in some emerging market | g. adjustments
economies, with arisk of 7 financial stress, and thus lower growth.

3 | Policymakersin advanced economies need to avoid a premature withdrawal | a. o sustain
of 1 _ accommodation. In an environment of continued fiscal | b. easing
consolidation, still-large output gaps, and very low inflation, monetary | c. accommodative
policy should remain 2 . In the euro area, more monetary 3 | | d. monetary
including unconventional measures, is necessary 4 _ activity and help | e. stability
achieve the European Central Bank’s price 5 objective, thus lowering | f. recovery
risks of even lower 6 or outright deflation. Sustained low inflation | g. inflation
would not likely be favorable to a suitable 7 of economic growth.

4 | Emerging market economies will have to weather turbulence and 1 | a. priorities
high medium-term growth. The appropriate policy measures will differ | b. o respond
across these economies. However, many of them have some policy2 ___in | ¢. maintain
common. First, policymakersshould allow exchangerate 3 tochanging | d. reserves
fundamentals and 4 external adjustment. Where international 5 | e. inferventions
are adequate, foreign exchange 6  can be used to smooth 7 and | f. facilitate
avoid financial disruption. g. volatility

5 | Japan’s GDP growth picked up to 1.5% in 2013 and industrial production, | a. strong
retail sales, and consumer confidence have beenl . While wage growth | b. asset
has remained low, 2 prices and expanding credit have helped 3 | ¢. impact
domestic demand. A weaker yen has benefited exports, albeit less than | d. underpin
expected so far. Going forward, 4 consolidation will be a driving force | e. investment
and supportive measure (including higher public 5 and corporate tax | f. fiscal
cuts) will partly offset the 6 of the consumption tax hike.

6 | China’s planned reforms, against the background of risingl | are far- | a. vulnerabilities
reaching and have the potential 2 the economy. Implementation will | b. slow
be key. The reforms could enhance welfare by 3 private consumption | c. fo transform
and making growth more sustainable, although the economy could initially | d. boosting
4  down somewhat. While the near-term 5 on the rest of Asia is | e. benefit
generally 6 to be small, most economies in the region would 7 | f. impact
from the rising consumption in China. g. expected
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7 | Across most of emerging Asia, given the relatively favorable near-term | a. monetary
inflation outlook, countries appear to have space 1 __ the current | b. considered
supportive stance of monetary policy. However, a gradual normalization | c. diminishes
of 2 conditionsshouldbe 3 aseconomic recession4  andrisks | d. fo maintain
recede. In some countries, if 5 of payments pressures re-intensify, a | e. contain
policy 6 would help reduce vulnerabilities and 7 the inflationary | f. tightening
impact of any exchange rate depreciation. g. balance

Answer sheet

1 1 2 3 4 5 6 7 8
2 1 2 3 4 5 6 7

3 1 2 3 4 5 6 7

4 1 2 3 4 5 6 7

5 1 2 3 4 5 6

6 1 2 3 4 5 6 7

7 1 2 3 4 5 6 7




TEST 10

1 | The region’s growth cooled somewhat in early 2014 but is now broadly on | a. structural
track for a rebound. Growth willbe 1 by a bounce back in domestic reforms
demand, and for some, by stronger 2 . Downside risks stem from a | b. arises
sharp 3 in global financial conditions, as well as from protracted weak | c. monetary
4  in advanced economies. A homegrown concern 5 from a sharp | d. growth
slowdown in the real estate sector, especially in China. Under the baseline | e. tightening
projections, fiscal 6 should proceed gradually, and 7 tightening | f. consolidation
should start or continue where slack is negligible and inflation is high or | g. external demand
rising. 8 remain crucial for raising medium-term growth. h. driven

2 | Growth in emerging and developing Europe is also uneven, although | a. market volatility
domestic demand is 1 in many countries in the region. With 2 | b. exchange rate
remaining, monetaryand 3 policies should be used to support demand | c. debt resolution
and manage the risks from 4 , While fiscal policy should focus on 5 | d. strengthening
____.Enhancing6 _ frameworksand 7 labor market reforms remain | e. downside risks
8  for most countries in the region. f. priorities

g. advancing
h. rebuilding
buffers

3 | Despite setbacks, an uneven global recovery continues. In advanced | a. cast a shadow
economies, the 1 of the precrisis boom and the subsequent crisis, | b. legacies
including high private and public debt, still 2  on the recovery. | c. the pace of
Emerging markets are 3 to rates of economic growth lower than recovery
those reached in the precrisis boom and the postcrisis recovery. Overall, | d. pickup
4 is becoming more country specific. Other elements are also 5 | e. subdued
the outlook. Financial markets have been optimistic, with higher equity | f. prices
6, compressed spreads, and very low volatility. However, this has not | g. affecting
translated into a 7 in investment, which—particularly in advanced | h. adjusting
economies—has remained 8§ .

4 | In the wake of the global financial crisis, advanced economies have | a. reassessing
experienced much larger shocks than was previously thought possible, and | b. sustainability
sovereign-bank feedback loops have 1 sovereign debt crises. This has | c. amplified
led to 2 what constituted “safe” sovereign debt levels for advanced | d. fiscal adjustment
economies and prompted a more risk-based 3 to analyzing debt 4 | e. debt
. Precrisis views about the interaction between monetary and fiscal | f. restore
policy have also been challenged by the 5 in central bank purchases | g. approach
of government 6 . This surge has helped 7 financial market | h. to minimize
functioning, but 8 the risk of fiscal dominance, it is critical that central | i. surge
bank support be a complement to, not a substitute for, 9 .

5 | Yet global financial stability was facingnew 1 | even asthe legacy ofthe | a. diminishing
crisiswas 2 . The United States needed to ensure an orderly exit from | b. challenges
3 monetary policy and 4 emerging vulnerabilities in the 5 | c¢. fo contain
system. In the euro area, high unemployment and incomplete 6 _ of | d. shadow banking
bank and corporate balance sheets continued to be a drag on the recovery. | e. unconventional
And in emerging market economies, tighter external financial conditions | f. leverage
could expose vulnerabilities from rapid buildup of 7 and balance sheet | g. mismatches
8 _ and precipitate financial 9 . As such, the recovery remained | h. repair
modest and fragile. i. instability
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China must implement structural reforms to strengthen the foundations | a. promoting
for a market economy by redefining the role of government, reforming | b. restructuring
and 1 __ state enterprises and banks, developing the private sector, 2 | c. fo change
_____competition, and deepening markets. As an economy approaches | d. public goods
the technology frontier and 3 __ the potential for acquiring and | e. providing
applying technology from abroad, the role of the government needs 4 | f. facilitate
fundamentally. While 5 relatively fewer “tangible” 6 and services | g. efficiency
directly, the government will need to provide more intangible public goods | h. exhausts
and services, which increase production 7, promote competition, 8
____ specialization, enhance the efficiency of resource allocation and
reduce risks and uncertainties.

Answer sheet
1 1 2 3 4 5 6 7 8
2 1 2 3 4 5 6 7 8
3 1 2 3 4 5 6 7 8
4 1 2 3 4 5 6 7 8
5 1 2 3 4 5 6 7 8
6 1 2 3 4 5 6 7 8
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TEST 11

1 | Growth is now stronger in the United States and Canada aftera 1l in | a. monetary policy
the first quarter of 2014. However, many 2, from both domestic and | b. downside risks
external sources, remain relevant. Inthe United States, 3 normalization | c. slowdown
should be gradual 4  the recovery and 5 negative domestic or | d. fo sustain
global spillovers. Medium-term growth should be strengthened by 6 | e. to translate
infrastructure and human capital. In Canada, stronger exports and | f. avert
business investment are expected 7 into more balanced growth, but | g. monitored
housing market risks should continue to be closely 8§ . h. upgrading

2 | Advanced Europe is experiencing a multispeed 1 . Growth is still | a. o strengthen
weak in the euro area, with lingering risks of more protracted_low 2 | b. accommodative
and low inflation. Elsewhere in Europe, housing market risks are 3 | ¢. mitigate
in some advanced economies. In the euro area, the priority is4 _ the | d. growth
recovery, raise inflation, and lift medium-term growth through a mix | e. balance sheets
of 5  monetary policy, strengthening bank and corporate 6 | f. recovery
completing the banking union, and 7 structural reforms. Advanced | g. emerging
European economies outside the euro area should 8 financial sector | h. implementing
vulnerabilities from the housing market.

3 | Two developments stand out among the changes in international banking | a. /lending
since the global financial crisis. First, direct cross-border 1 _ asashare | b. refocused
of total banking assets has 2, mostly because of the retrenchment of | c. fo maintain
European banks. Second, the share of local lending by foreign bank 3 | d. friggered
has remained steady. Global banks in particular have 4 their activities | e. affiliates
on some key markets, leaving 5 for other banks to expand. Asaresult, | f. space
6 ___ financial linkages have deepened, especially in Asia. Although the | g. intraregional
cutback in cross-border lendingwas 7 by the crisis, regulatory changes | h. declined
and weaknesses in bank balance sheets have contributed significantly to
the subsequent retrenchment. Better-capitalized banks were more likely 8
____cross-border lending. Macroeconomic factors have also played a role.

4 | Prior to the crisis, central banks in major advanced economies 1 | a. unconventional
monetary policy in the context of an established framework, largely 2 | b. downturn
_____on a stable banking system. With the 3 in the real economy and | ¢. bound
risks of deflation, optimal short-term 4  became negative. Central | d. instrument
banks could thus no longer rely on their traditional 5 —the short-term | e. o loosen
policy rate— 6 monetary conditions and provide needed support for | f. set
demand. Central banksturnedto7 _ monetary policies to restore market | g. built
functioning and 8§ ___, and to provide support to economic activity at the | h. infermediation
zero lower 9 on short-term interest rates. i. interest rates

5 | Policy actions in 2014 helped stabilize the global economy. The United | a. sef the stage
States has 1 a budget and debt 2 extension, and a strengthening | b. ceiling
economy has 3 for normalization of monetary policy. These steps | c. adopted
removed important 4 __ that were clouding the outlook. In Europe, | d. deflationary
greatly reduced tail risks due to the 5 of policies at the national and | e. adjusting
regional levels and the return of growth in almost all countries led to | f. implementation
substantial improvementsin 6 in both sovereigns and banks. In Japan, | g. market
“Abenomics” was making a good start as 7 pressures were abating confidence
and confidence was rising. And emerging market economies, after having | h. uncertainties
experienced several 8  , were 9 policies in the right direction. i. bouts of volatility
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6 | It is essential to seek mutually beneficial relations with the world. By | a. opportunities
continuing to intensify its trade, investment, and financial links with the | b. financial sector
global economy, China will be able tol ___ from further specialization, | c. reserve currency
increased investment 2 and higher 3 on capital. Integration of the | d. returns
Chinese4 _ with the global financial system willneed 5 steadilyand | e. fo be undertaken
with considerable care, but it will be a key step toward internationalizing | f. stability
the yuan as a global 6 . China must play a central role in engaging | g. address
its partners in multilateral settings to shape the global governance agenda | h. benefit
and 7 pressing global economic issues such as climate change, global
financial 8 _ , and a more effective international aid architecture.

Answer sheet
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TEST 12

5 shifts occurring in the global economy, emerging market and
developing economies may face a less 6 external environment.

1 | Against the backdrop of weak global growth in 2016, the world economy | a. equity
is seeing 1 shifts in its economic and policy landscape. Since | b. fiscal
last October, the 2 for advanced economies for 2017—18 has | c. outlook
improved, reflecting better growth prospects in the United States, Europe, | d. tightening
and Japan—alongside some 3 in manufacturing and trade and | e. underlying
likely U.S.4 stimulus. With the anticipated change in the U.S. | f. sentiment
policy mix, including faster monetary 5 and a stronger U.S. | g. rebound
dollar, market 6 in advanced economies has improved and 7.

markets have been buoyant.

2 | Intheshort term, macroeconomic policy 1 vary acrossemerging | a. commodity
and developing economies. While many commodity exporters 2 b. boost
continued pressure to tighten monetary and fiscal policy, 3 c. challenges
importers need to maximize the 4 of past terms-of-trade gains. | d. urgency
Over the medium term, both groups need to reduce 5 and | e. benefits
rebuild policy space 6 with future shocks, including those | f. ‘o cope
that could result from policy changes in advanced economies. The need | g. face
for domestic sources of growth increases the 7 of structural | h. vulnerabilities
reforms, particularly those that 8 investment in human and
physical capital.

3 | Chinese authorities are expected to maintain emphasis on protecting | a. excess
1 stability on the way to the leadership transition. Progress with | b. outflows
demand-side rebalancing and reducing 2 industrial capacity | c. macroeconomic
has continued, but so has the reliance on stimulus measures3 d. depreciation
high rates of growth and the Chinese economy’s dangerous 4 e. to maintain
on rapidly expanding credit. Recent months have seen a return of capital | f. yield
5 , reflecting market expectations of renminbi 6 g. dependence
against the dollar and narrowing 7 differentials as global interest
rates increased.

4 | With buoyant financial markets and a long-awaited cyclical recovery in | a. increasing
manufacturing world growth is 1 to rise. But binding structural | b. economic
impediments continue 2 a stronger recovery, and the balance | c. 7o hold back
of risks remains tilted to the 3 . With persistent structural | d. projected
problems pressures for inward-looking policies are 4 in | e. downside
advanced economies. These threaten global economic 5 and | f. integration
the cooperative global 6 that has served the world economy.

5 | Emerging market and developing economies have become increasingly | a. integrated
important in the global economy in recent years. The external | b. structural
environment has been important for this 1 . Asthese economies | c. determinants
have 2 into the global economy, 3 of trade, | d. transformation
external demand, and, in particular, external financial conditions have | e. supportive
become increasingly influential 4 . With potentially persistent | f. terms
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In Russia, the economy is projected to continue its 1 recovery | a. revenues

in 2017. Inflation is expected to fall further toward the central bank’s | b. nascent
inflation target over the course of 2017, 2 the conditions for the | c. exemption
central bank to gradually resume monetary policy 3 with due | d. easing
attention to external risks and the need to build the 4 of the | e. adjustment
newly introduced 5 regime. The reestablishment of a three-year | f. providing
fiscal framework will help facilitate the consolidation required by lower | g. credibility
oil 6 . However, to sustain the significant 7 , better- | h. inflation-
targeted and more permanent reforms to the pension system, subsidies, targeting
and tax 8 are needed.

The near-term outlook for China has 1 in recent months, | a. fo maintain
with policy support expected 2 steady growth on the way to the | b. vulnerabilities
leadership transition in late 2017. The complex process of 3 is | c. buildup
advancing on multiple fronts. Progress lags along one critical dimension, | d. strengthened
however: heavy 4 on credit to support activity presents | e. fo focus

the considerable risks that have accrued in recent years from the rapid | f. reliance

5 of corporate and local government debt. With 6 g. sustainable
continuing to accumulate, the macro policy mix needs 7 on | h. rebalancing
containing the problems by accepting slower and more 8 growth

outcomes.

Answer sheet

1 1 2 3 4 5 6 7
2 1 2 3 4 5 6 7
3 1 2 3 4 5 6 7
4 1 2 3 4 5 6

5 1 2 3 4 5 6

6 1 2 3 4 5 6 7
7 1 2 3 4 5 6 7
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TEST 13

Addressing fiscal stresses will be essential to maintain macroeconomic
7 and continue the progress made on income mobility in the
past decade.

1 | In Brazil, the pace of contraction has 1 __, but investment and output had | a. o deepen
yettobottom outatthe end of2016, while fiscal crisesinsome statescontinue | b. implementation
2 . Inflation has continued to surprise on the downside, allowing | c. diminished
for prospects of faster monetary 3 . Growth is 4 to | d. consolidation
recover gradually and remain moderate. Against this backdrop, Brazil’s | €. projected
macroeconomic prospects depend on the 5 of ambitious | f. easing
structural economic and fiscal reforms. Reforms to boost potential growth | 8. recession
are needed not only to restore and improve living standards after the deep
6 , but also to facilitate the fiscal 7

2 | In the United States, the economy 1 momentum in the second | a. disposable
half of 2016, with strong job creation, solid growth in 2 income, | b. stance
and robust consumer spending. A credible debt-reduction strategy is | c. ratio
needed to open up space for policies to improve social outcomes and | d. fo upgrade
lift productive capacity while putting the debt 3 firmly on a | e. regained
downward path. The fiscal 4 should remain neutral this | f. enhance
year. Structural and fiscal policies should seek 5 the public
infrastructure, boost labor force participation, and 6 human
capital.

3 | In the euro area, the European Central Bank should maintain its current | a. insolvency
1 stance. Additional easing may be needed if 2 b. accommodative
inflation fails to pick up. Critically, monetary policy will be more effective | c. boosting
if supported by measures to clean up 3 , strengthen the financial | d. core
sector and accelerate structural reforms. Specifically, a critical priority | €. downside
for 4 growth and limiting 5 risks in the euro area | f. balance sheets
is to accelerate the resolution of 6 loans, including through a | 8. nonperforming
combination of greater supervisory encouragement, 7 reform, | h. debt
and the development of distressed 8 markets.

4 | The above measures will help support economic and financial stability and | a. dependent
1 confidence. However, these policies need to be 2 b. improve
with structural reforms that lift potential output. So far, the more | c. reallocation
3 exchange rate has not ignited a 4 response from | d. robust
non-traditional sectors of the economy and a new growth model that is | €. supplemented
less 5 on commodities has yet to emerge. The authorities have | . privatizing
6 some structural measures such as 7 some state- | 8. undertaken
owned companies. However, a wider reform agenda is needed to jump | h. competitive
start investment, support the 8 of factors of production from
the non-tradable to the tradable sectors, and increase productivity.

5 | Thedropin oil prices, together with sluggish growth due to the 1 a. stability
in structural reforms, reduced government 2 and thus the | b. o sustain
government’s ability 3 inclusive growth. Fiscal pressures, | C. maintaining
reflecting a combination of structural issues and past social expenditure | d. slowdown
trends, now present a serious economic 4 for Russia. Tradeoffs | e. social
arise for the government between its role of provider of 5 f. revenues
services, education, and health, and 6 asustainable fiscal stance. | g challenge
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A key challenge is related to the continued need 1 financial | a. crisis
sector stability and deepening. The state continues to have a 2 b. public
role in the financial sector, crowding out other 3 participants | C. fo support
and effectively discouraging new foreign entrants. Weak competition was | d. investment
4 by the recent 5 , when anti-crisis support went | €. dominant
primarily to the large systemically important 6 banks. To | f. exacerbated
facilitate growth in investment, especially in infrastructure and human | g market
capital 7 , new sources of private capital to better support long-
term financing options would need to be identified and developed.
Maintaining macroeconomic stability and 1 constraints on | a. require
productivity growth are 2 for growth and shared prosperity. | b. access
Boosting productivity growth will 3 structural reforms to | ¢. overcoming
achieve more efficient allocation of labor and capital between sectors | d. costs
and firms and to level the playing field for 4 investors. Key | €. private
policies include easing administrative 5 to doing business, | f. preconditions
reducing transportation and logistics 6 , and providing more | g barriers
equal 7 to factors of production and markets by enhancing
competition.

Answer sheet
1 1 2 3 4 5 6 7
2 1 2 3 4 5 6
3 1 2 3 4 5 6 7 8
4 1 2 3 4 5 6 7 8
5 1 2 3 4 5 6 7
6 1 2 3 4 5 6 7
7 1 2 3 4 5 6 7
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TEST 14

1 | Chinaisinthe midst of a precarious 1 from investment-led growth | a. unstable
to a more balanced, consumption-based model. Its investment surge has | b. emerging
prompted plenty of bad 2 . But the central government has the | c. shift
fiscal strength both to 3 losses and to stimulate the economy if | d. fighten
necessary. That is a luxury few emerging economies have ever had. It makes | €. reserves
disaster much less likely. And with rich-world economies still 4 , | . debts
there is little chance that monetary conditions will suddenly 5 g. absorb
Even if they did, most 6 economies have better defenses than
ever before, with flexible exchange rates, large amount of foreign exchange
7 and relatively less debt.

2 | Russia’s burst of speed was propelled by a 1 in energy prices | a. catch-up
driven by Chinese growth. Brazil sprinted ahead with the help ofaboomin | b. surge
commodities and domestic 2 ; its current combination of 3 C. persistent
inflation and slow growth shows that its 4 economic speed limit | d. annual
is a lot lower than most people thought. The same is true of India, where | e. radical
double-digit 5 rises in GDP led politicians, and many investors, | f. underlying
to confuse the potential for rapid 6 with its inevitability. India’s | 8. pushed-up
growth rate could be 7 again, but not without 8 reforms. | h. credit

3 | A slowing China has dragged down emerging markets, like Brazil, | a. fo enact
Indonesia and Zambia. From now on, more of the demand that China | b. resilience
1 will come from services. The supply glut will affect 2 c. creates
prices for other reasons, too. Oil’s descent, for instance, also reflects the | d. revenues
extra 3 of Saudi Arabia and the 4 of American shale | e. commodity
producers. Sliding currencies are adding to the burden on emerging- | f. ouput
market firms with local-currency 5 and dollar-denominated | g sjowing
debt. More fundamentally, emerging-market growth has been 6
slowing since 2010. Brazil and Russia have lost the chance?
productivity-enhancing reforms and are suffering.

4 | Turmoil has become a commonplace of financial 1 in recent | a. markets
summers. An unexpected 2 of the yuan 3 fears about | b. fastest-growing
the state of China’s economy, setting off falls in commodities and | ¢. devaluation
emerging-market currencies. Stock markets in Europe and America are | d. Jowest
unstable. Malaysia’s currency is at its 4 level since the Asian | e. fuelled
crisis in 1998. But two countries, and the relationship between them, | f.  pace
provide a framework for understanding these developments. America is | g jnzerest
still the world’s biggest economy and sets the tone for 5 rates
and currencies globally. China has been the 6 big economy by
a distance. America’s recovery is gradually gathering 7 while
China’s economy is slowing sharply.

5 | Healthy growth in the world’s largest economy is good news. But it is | a. invested
bringing closer the moment when the Federal Reserve 1 interest | b. face
rates for the first time in almost a decade. That prospect has pushed up | c. borrowers
the dollar, which has risen by 15% against its trading 2 in the | d. higher-yielding
past two years. And it has squeezed emerging markets in two ways. First, | €. partners
capital is drawn towards 3 American assets, rather than being | f. raises
4 at home; and, second, corporate 5 in the developing | g issued
world 6 currency risk on the $1.3 trillion of dollar-denominated
bonds they have 7 since 2010.
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Asia’s financial systems 1 from low-income economies where few | a. leverage
have 2 to financial services, to some of the world’s most advanced | b. long-term
global hubs. Asia learned important lessons from the 1997-98 Asian | ¢. enhance
financial crisis, which helped 3 the blow of the global financial | d. access
crisis. But rapid credit growth, household and corporate 4 maybe | €. range
weaker during a future crisis. The region’s stock markets are large, but in | f. institutional
many countries, stronger regulation could 5 their role as a reliable | g. cushion
source of financing for companies. Bond markets have grown rapidly in
recent years, and encouraging more 6 investors will help recycle
Asia’s large pool of savings into 7 investments.
Medium-term fiscal policy should provide for continued spending on | a. consolidation
strategic public investments while shielding poorand 1 households | b. social
from the challenge of the fiscal adjustment. Ensuring that the burden of | c. priorities
the adjustment is equitably distributed and that the fiscal 2 is | d. transparent
consistent with long-term productivity 3 will likely require a | €. growth
comprehensive review of spending 4 focusing on key areas, such | f. scarce
as national defense, economic subsidies, and 5 programs and | 8. vulnerable
pensions. Investment decisions should follow a 6 process based
on assessment of financial viability to ensure that 7 capital
resources generate adequate long-term returns.

Answer sheet
1 1 2 3 4 5 6 7
2 1 2 3 4 5 6 7 8
3 1 2 3 4 5 6 7
4 1 2 3 4 5 6 7
5 1 2 3 4 5 6 7
6 1 2 3 4 5 6 7
7 1 2 3 4 5 6 7
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TEST 15

1 | Ascountries get richer, their financial sectors also 1 but the pace | a. fo support
2 over time. As Asia 3 with rich economies, the pace | b. financial
of growth of its financial sector is likely to slow. Today, Asia’s 4 C. Stepping up
systems are relatively conservative and simple. But the complexity of | d. grow
these systems and global 5 will grow in coming years, presenting | €. challenge
new 6 for regulators and supervisors. This is particularly true | f. slows
in Hong Kong and Singapore, Asia’s financial hubs. Ensuring that these | g infegration
cities continue 7 Asia’s financial development in a stable way | h. cafches up
will require 8 cooperation among Supervisors.

2 | Capital flows into Asian economies are already large, and 1 to | a. macroprudential
grow further. Asia’s good investment 2 and market size have led | b. monetary
tostrong 3 . But deepening financial integration, Japan’s 4 c. expected
easing, and capital account liberalization in China will lead to even more | d. create
growth. While this will help support growth and 5 jobs, it could | e. prospects
also mean more volatility. Asia is a world leader in 6 policies | f. inflows
aimed at containing financial risk. Building on these strengths will be key
to managing new flows.

3 | Exports to China 1 for less than 9% of total shipments from | a. fo cut
developing countries, whereas 2 to the rich world account for | b. account
55%. For countries exporting food and fuel - the majority of the global | c. regime
3 trade - China's slowdown has had a limited impact. Deflationin | d. exports
China puts pressure on firms in other emerging markets 4 prices. | €. devaluation
And some worry that the yuan's fall may initiate a series of competitive | f. resource
5 , with other exporters racing to weaken their exchange rates or | & barriers
resorting to trade 6 as a last resort. Fortunately, the changes in
China's exchange-rate 7 do not seem nearly big enough to set
such a vicious cycle in motion.

4 | An American rate rise could put pressure on emerging markets in a variety | a. add
of ways. Rising rates will 1 to the attraction of American assets, | b. capital
potentially making the dollar even 2 . For the governments, | c. stifle
households and firms in the developing world that have 3 d. burden
trillions of dollars in recent years, interest and repayment costs will climb | e. borrowed
in terms of local currency. If fears about their debts lead to more outflows | f.  stronger
of 4 , central banks in the weakest countries will face a difficult | & plummet
choice between letting their currencies 5 and raising interest
rates to defend them. The former will only aggravate the 6 of
their foreign-debt load; the latter will 7 growth.

5 | The task today is to find a form of fiscal policy that can 1 the | a. buying
economy in the bad times without entrenching government in the good. | b. productive
That means going beyond the standard response to calls for more public | c. generate
spending: namely, infrastructure investment. To be clear, spending on | d. revive
2 infrastructure is a good thing. To manage the risk of pricey | €. involved
projects, private-sector partners should be 3 from the start. | . long-lasting

Pension and insurance funds are desperate for 4 assets that will
5 the steady income they have promised to retirees. Specialist
pension funds can advise on a project's merits, with one eye on eventually
6 the assets in question.
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Uncertainty about fiscal policy represents a significant risk to Russia’s | a. complicated
1 growth prospects, just as the volatility of oil revenues has | b. welfare
2 medium-term fiscal planning. Russia has a disproportionately | c. institutions
large 3 sector: a significant share of the 4 is employed | d. medium-term
by the public administration or by state-owned enterprises, banks, and | e. substantial
other financial 5 , and many households are directly 6 on | . public
wages from public employment. Because Russia has a relatively generous | & dependent
social 7 system, transfers and pensions also constitute a 8 h. workforce
share of household income.
Given the state’s prominent role in the economy, many private firms | a. tighter
1 on public contracts. Thus, fiscal planning strongly 2 b. consumption
public views on the economy and has major implications foremployment, | c. rely
3 incomes, service delivery, and economic growth. The prospects | d. uncertainty
fora 4 fiscal policy, uncertainty about fiscal priorities, and long | €. affects
fiscal planning horizons significantly heighten economic 5 for | f. eliminating
households and firms. A clear, well-sequenced plan for 6 the | g household
deficit over the next few years would allow them to make better 7
and investment decisions.
Answer sheet
1 1 2 3 4 5 6 7 8
2 1 2 3 4 5 6
3 1 2 3 4 5 6 7
4 1 2 3 4 5 6 7
5 1 2 3 4 5 6
6 1 2 3 4 5 6 7 8
7 1 2 3 4 5 6 7
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TEST 1

8H

7G
TA

6E
6C
6D

7G

6A

9A

8B

71

6C

SF
SF
5G
5B
5B
5B
5G

4C
4B
4C
4D
4E
4D
4D

3D
3E
3F
3A
3C
3C
3H

2B
2A
2B
2C
2F
2E
2F

1A
1D
1E
1E
1D
1A
1E

TEST 2

TA

TE

6D
6C
6F
6E
6F
6C

5C
5D
5B
5D
5C
5G

4F
4E
4D
4B
4A
4F

3E
3A
3C
3A
3E
3B

2G
2B
2E
2C
2B
2A

1B
IF
1A
IF
1D
1D

TEST 3

8C
8G
8F

7G
TE
7C
7B
7E
7C

6C
6B
6A
6F
6B
6D

SF
5C
5G
SH
SF
5G

4B
4F
4D
4A
4A
4A

3E
3A
3F
3E
3D
3H

2A
2G
2E
2G
2H
2E

1D
1D
1B
1D
1C
IB

TEST 4

8G

8E
8C

7D
TA
TF
TF

TH
TF

6A
6C
6D
6B
6D
6C
6A

5G
5G
SA
5C
5E
SF
5D

4F
4E
4H
4G
4F
4A
4G

3C
3B
3E
3E
3A
3D
3B

2E
2F
2C
2A
2C
2G
2E

1B
1D
1B
1D
1B
1B
IH

TEST 5

S8E

S8E

S8E

7G
7B
7G

TA
7B
TH
7G

6B
6E
6F
6F
6G
6D
6E

S5F
5G
5D
5E
5E
5A
5D

4H
4F
4C
4B
4C
4C
4C

3D
3D
3B
3D
3D

3F
3F

2A
2A
2A
2C
2A
2G
2A

1C
1C
1H
1G
IF
1B
1B
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TEST 6

1 1G 2B 3A 4F 5D 6C 7E
2 1C 2F 3B 4D SE 6G TA 8H
3 1B 2E 3F 4D 5A 6C 7G
4 IF 2H 3B 4C 5G 6E TA 8D
5 1B 2C 3A 4D SH 6E TF 8G
6 1C 2D 3E 4A 5B 6F
TEST 7
1 IH 2F 3G 4C 5D 6E 7B 8A
2 1G 2D 3C 4B SA 6H TE 81 9F
3 1A 2E 3H 4B 5C 6F 7G 8D
4 1B 2C 3A 4F 5G 6E 7D
5 1E 2B 3D 4A SF 6H 7G 8C
6 1B 2C 3D 4F 5A 6H 7G 8E
TEST 8
1 1D 2K 3A 4G 5B 6E s
2 1A 2D 3C 4F 5E 6B
3 IF 2B 3C 4E 5D 6G TA
4 IF 2A 3D 4B 5E 6H 7G 8C
5 1A 2B 3C 4E S5F 6G 7D
6 1B 2C 3D 4A 5G 6E TF 8H
7 1A 2G 3C 4D S5E 6B TF
TEST 9
1 1G 2C 3D 4F 5E 6 H 7B 8A
2 IF 2B 3A 4D 5C 6G TE
3 1D 2C 3B 4A 5E 6G TF
4 1C 2A 3B 4F 5D 6E 7G
5 1A 2B 3D 4F 5E 6C
6 1A 2C 3D 4B 5F 6G TE
7 1D 2A 3B 4C 5G 6F TE
TEST 10
1 1H 2G 3E 4D 5B 6F 7C 8A
2 1D 2E 3B 4 A SH 6C 7G 8F
3 1B 2A 3JH 4C 5G 6F 7D 8E
4 1C 2A 3G 4B 51 6 E 7TF 8H 9D
5 1B 2A 3E 4C 5D 6 H 7TF 8G 91
6 1B 2A 3H 4C 5E 6D 7G 8 F
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TEST 11

1 1C 2B 3A 4D 5F 6 H TE 8G

2 IF 2D 3G 4 A 5B 6E 7TH 8§ C

3 1A 2H 3E 4B 5F 6G 7D 8§C

4 1F 2G 3B 41 5D 6E TA 8H 9C

5 1C 2B 3A 4H 5F 6G 7D 81 9E

6 I H 2A 3D 4B SE 6C 7G 8F
TEST 12

1 1E 2C 3G 4B 5D 6F TA

2 1C 2G 3A 4E 5SH 6F 7D 8B

3 1C 2A 3E 4G 5B 6D 7F

4 1D 2C 3E 4A 5F 6B

5 1D 2A 3F 4C 5B 6E

6 1B 2F 3D 4G 5H 6A 7E 8C

7 1D 2A 3H 4F 5C 6B 7E 8G
TEST 13

1 1C 2A 3F 4E 5B 6G 7D

2 1E 2A 3C 4B 5D 6F

3 1B 2D 3F 4C S5E 6G TA 8H

4 1B 2E 3H 4D 5A 6G TF 8C

5 1D 2F 3B 4G S5E 6C TA

6 1C 2E 3G 4F 5A 6B 7D

7 1C 2F 3A 4E 5G 6D 7B
TEST 14

1 1C 2F 3G 4A 5D 6B 7E

2 1B 2H 3C 4F 5D 6A G S8E

3 IC 2E 3F 4B 5D 6G TA

4 1A 2C 3E 4D 5G 6B TF

5 1F 2E 3D 4A 5C 6B 7G

6 1E 2D 3G 4A 5C 6F 7B

7 1G 2A 3E 4C 5B 6D TF
TEST 15

1 1D 2F 3H 4B 5G 6E TA 8C

2 1C 2E 3F 4B 5D 6A

3 1B 2D 3F 4A SE 6G 7C

4 1A 2F 3E 4B 5G 6D 7C

5 1D 2B 3E 4F 5C 6A

6 1D 2A 3F 4H 5C 6G 7B 8E

7 1C 2E 3G 4A 5D 6F 7B
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Thesis Development




Thesis development writing is the second part of the exam procedure. You are expected to show how
skilful you are in producing a piece of writing on a particular topic. The aim is two-fold. First, this
exam is to test your ability to read and analyze a written text, trying to understand the author’s position.
Second, it is intended to make you use the selected information to produce your own piece of writing
(170—200 words) with a particular focus on the task given before the text. You will have 60 minutes
and the space of one A4 page. You cannot go beyond the margins that you will find on the page.

This work includes a number of stages we find important for you to go through:
e Dbe sure that the task which comes before the text is quite clear to you
e read the text carefully bearing the task in mind
e highlight the necessary information right in the text; we welcome you to mark off the
information necessary to develop the point of the task
e organize the selected information in a logical order
o formulate a thesis statement and develop it in a number of paragraphs
e make your piece of writing coherent both logically and formally

A thesis statement normally appears at the beginning of the introductory paragraph of a paper. It
contains a concise summary of the main point or claim of the paper. The thesis statement is developed,
supported, and explained in the course of the paper with the help of examples, facts and evidence.

A successful thesis statement has two major characteristics:
e the statement should be a generalization; it cannot be merely a fact

e it should be a limited generalization that is sharply focused and can be developed within a
given limit of time and space

Paragraph structure

The basic structure of a paragraph is, in a sense, like that of an essay. A paragraph has the beginning,
the body and the end. In the first sentence, which is often the topic sentence, you usually indicate the
main idea to be developed in the paragraph. The body contains the supporting sentences (evidence,
facts, examples, figures, etc). The last sentence concludes the paragraph, offering the final thought on
the topic. Each paragraph focuses on one idea which supports and develops the central thesis. Each
turn of thought requires a new paragraph.

Like links in a chain, each paragraph is a separate entity, but related to the whole. That is to say,
cohesion in your text as well as cohesion in every paragraph is achieved through repetition of key
terms, pronoun reference and link-words (see: E. Kleymenova, L. Kulik. English for Senior Students of
Economics. 2014. p. 10).

Stylistic requirements to scientific writing

Your writing skills will be estimated in accordance with the basic stylistic parameters of a scientific
text. Briefly they may be formulated as follows:

e impersonal character of writing (e.g. / think, to my mind are inappropriate)
e a wide use of terminological units combined with appropriate clichés

e a wide variety of sentence and grammar structures (active and passive constructions,
subordinate clauses, participle constructions, etc.)

e a wide variety of logical markers which help structure the text.
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TEXT 1

Task: How can deregulation and good will of policymakers
keep industrial economies viable?

How Industrial Countries can Overcome Obstacles
to Structural Reforms

Many industrial countries are in dire need of structural reform if they are to successfully address
multifaceted challenges to their societies, including aging populations, rising pension and health care costs,
and increasing global competition. But though the need for and benefits of reforms are widely recognized,
actual reforms have frequently been less ambitious than was desirable. What are the obstacles to reform?
And what can be done to overcome them? For the April 2004 World Economic Outlook (WEO), IMF
staff researched structural reforms in industrial countries over the past three decades to distill lessons from
past experience. One key lesson is that economic recoveries — such as the one currently under way —
provide a favorable policy environment for launching reforms.

Structural reforms have generally been associated with the notion of increasing the role of market forces,
including competition and price flexibility. The term is often used interchangeably with deregulation—
that is, reducing the extent to which government regulations or ownership of productive capacity affects
the decision making of private firms and households. This perception clearly reflects a broad global
trend during the past two to three decades, when structural reforms often focused on replacing general,
across-the-board restrictions on competition and entry by new firms with more targeted, less intrusive
restrictions. This broad policy shift mirrored a variety of factors, including growing evidence that not only
markets but also governments can fail because of problems such as asymmetric information, management
and incentive problems, and the pernicious influence of vested interests on regulatory policies.

It would, however, be misleading to equate structural reforms with the goal of abandoning regulation
altogether. Fundamentally, structural reforms aim at creating institutional frameworks and regulations
that allow markets to work better. Some markets are prone to market failure or inefficiency. In these
situations, well-designed government regulations can prevent less than desirable market outcomes.

Great benefits can be derived from structural reforms, especially if the reforms are packaged to create
maximum synergies. However, there is often strong opposition to reform because of short-term losses to
specific groups within society. Overcoming these obstacles can be difficult, and many determining factors,
such as the international economic climate, are not under the control of policymakers. Nevertheless, the
WEQO’s research team identified four factors that help determine reforms’ success:

e A recovery from a downturn is a good time to start reforms. Difficult economic conditions often
make the need for reform more obvious, thereby weakening traditionally strong interest groups
and creating a more fertile environment for reform. Historically, reforms that coincide with
economic recoveries tend to be more ambitious in scope than reforms implemented during good
times.

¢ Since reforms feed on each other, it is important to invest political capital in launching the reform
momentum. Experience shows that reforms in other areas can foster reform in labor markets
and tax systems—politically the most difficult sectors to reform. Combining reforms can create
important synergies and reduce short-term costs, which makes them more acceptable politically.

e Countries should seek to improve their fiscal positions to have the fiscal flexibility needed to
support reforms. Experience shows that reforms are more likely to succeed when fiscal positions
allow for compensation to those most negatively affected.

¢ Finally, policymakers should use outside competitive and peer pressure to advance reforms. For
example, if a specific market is still relatively sheltered from international competition, it might be
a good idea to open up the sector to competition before proceeding with other reforms.

© World Economic Outlook



TEXT 2

Task: Formulate the prospects and ways to ensure economic growth
in the Commonwealth of Independent States.

Commonwealth of Independent States:
an Improving but Vulnerable Outlook

After a relatively strong start, activity decelerated in the CIS during the course of 2012, bringing growth
down to 3 percent for the year, from 4 percent in 2011. The global slowdown affected exports across
the region, although the impact was stronger in the European CIS countries than in the Caucasus and
central Asia. Domestic demand also weakened, for varying reasons: in Russia because export prices
for oil stopped rising, and in Ukraine because of higher interest rates used to defend the exchange
rate. Georgia’s economy slowed in the second half of the year because of uncertainties stemming from
October’s election and the coming political transition. Moldova’s growth came to a halt in 2012, the
result of a poor harvest, slowing trade, and stagnating remittances. Growth in the Kyrgyz Republic fell
sharply, induced by shortages in gold production. A temporary decline in oil output accounted for the
slowing of GDP growth in Kazakhstan.

Growth in the CIS is projected to remain at 3 percent in 2013 and pick up to 4 percent in 2014,
underpinned by the gradual global recovery and stable commodity prices. Improved financial
conditions lend further support. Since the middle of 2012, the reduction in euro area tail risks
has helped ease access to international capital markets. In the Caucasus and central Asia, growth
is projected to remain near 6 percent during 2013—14, well in excess of the CIS regional aggregate.
Growth will continue to be underpinned by healthy remittance flows from Russia and high commodity
(energy and minerals) prices.

e Russia’s growth is projected to remain at 3 percent this year because the output gap is
essentially closed and growth is running close to potential.

e In Ukraine, after nearly zero growth in 2012 because of deteriorating terms of trade, GDP
growth is likely to remain low in 2013 under unchanged policies.

e Growth in Armenia will moderate to about 4 percent during 2013—14 compared with more
than 7 percent in 2012, as a return to more normal weather conditions, a slowdown in credit
expansion, and a continuation of fiscal consolidation bring the economy back toward trend
growth.

e In Turkmenistan, growth during 2013—14 will be close to 8 percent, led by growing gas exports
to China and public investment expenditures.

Inflation is expected to remain close to current levels in 2013. In Russia, it will average about 7 percent.
In Ukraine, inflation is projected to remain at 0.5 percent in 2013. There is concern that early policy
easing might prevent disinflation in Belarus. Inflation in Uzbekistan will likely remain in double digits
in 2013, underpinned by higher administered prices.

The regional balance of risks to the outlook remains on the downside, reflecting the balance of risks
at the global level. Under a number of scenarios, such as the emerging market investment slowdown
and the euro area downside scenario, lower oil prices would transmit adverse global developments to
Russia and Kazakhstan, with secondary effects from the former throughout the CIS. Trade, FDI flows,
and remittance linkages are additional key spillover channels from Russia to other CIS economies—
for example, remittances from immigrants working in Russia are a key driver of economic activity
in Armenia, the Kyrgyz Republic, and Tajikistan. As for financial system risks, bank balance sheets
remain at risk in economies with sizable nonperforming loans (Kazakhstan, Tajikistan).

Rebuilding fiscal policy buffers remains a key priority for several CIS economies. Among the energy
importers, reducing fiscal deficits will help ensure public debt sustainability (Kyrgyz Republic,
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Tajikistan) and help narrow large current account deficits (Georgia). Fiscal consolidation is also
important for Azerbaijan, whose non-oil fiscal position is well above the long-term sustainable level.

The region needs to spur structural reforms to lift its growth potential. In Russia and Kazakhstan, this
means fulfilling promises to improve the business climate and diversify the economy. Gas sector reform
is delayed in Ukraine. In the Kyrgyz Republic and Tajikistan, growth could be spurred by prudently
financed and prioritized infrastructure investment. For Belarus, price liberalization, enterprise reform,
and privatization should be priorities. In addition, European CIS countries need to maintain flexible
exchange rates, and Belarus and Ukraine should address macroeconomic imbalances: Belarus needs
to ensure further disinflation, and Ukraine should reduce the large current account and fiscal deficits.
Further strengthening and development of institutions will help successfully implement the required
policies in the region.

© World Economic Outlook
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TEXT 3

Task: Summarize information about the effects of globalization,
objectives and instruments of monetary policy.

Monetary Policy in a Globalized World

Perhaps the most dramatic implication of financial integration and freer capital flows for monetary
policy is the fact that it has become harder to simultaneously maintain fixed exchange rates and
conduct an independent monetary policy dedicated to domestic objectives. If a country's exchange
rate is pegged to the currency of another country, then its interest rates will have to follow closely those
of the country to which its currency is pegged. Any positive (negative) deviation would, in fact, trigger
capital inflows (outflows) putting upward (downward) pressure on the exchange rate parity. The sheer
increase in cross-border financial transactions in the past 20 years has made it harder for central banks
to counteract such pressures even when they hold significant foreign exchange reserves. Of course,
countries can decide to limit capital flows by imposing capital controls, but this implies that they have
to forgo the benefits of capital integration, which puts them at a disadvantage relative to countries with
floating exchange rates and free capital flows in tapping world saving. The conflicting nature of these
policy options - fixed exchange rates, independent monetary policy and free capital mobility - has
pushed many countries in recent years to abandon exchange rate pegs altogether. Globalization has
also had numerous other important effects on monetary policy.

e Greater international exposure. By making economies more open, globalization had made
economies more exposed to international shocks, thereby raising the challenges to which
monetary policy must respond. For example, the fact that countries now trade more with each
other in both final and intermediate goods and that production has become often geographically
very fragmented implies that even the smallest demand and supply disturbances in a country
can have effects on production and profitability in countries elsewhere. In addition, under
globalization, financial markets are increasingly integrated with those abroad. Disturbances
and policy decisions in one country are reflected swiftly in markets around the world.

e Changes to the transmission of monetary policy. There are two main ways in which this
happened. First, while central banks can still control short-term interest rates under floating
exchange rate with financial globalization, deeper financial integration has made exchange
rates more reactive to changes in interest rate differentials. All things being equal, this means
that changes in monetary instruments have a larger impact on exchange rate, reinforcing the
exchange rate channel of monetary transmission. Second, globalization has influenced the
way exchange rate changes affect aggregate demand, even though the overall direction of such
influence on the exchange rate channel is yet unclear. On the one hand, trade globalization
has boosted import and export volumes in many countries, and so changes in the exchange
rate now affect a greater portion of aggregate demand. On the other hand, globalization may
have contributed to weakening the link between exchange rate and the relative price of imports
and exports

¢ A more complex world. Finally, as globalization has changed the behaviour of consumers and
firms and altered the nature and number of economic linkages across countries, historical data
have become a less reliable yardstick for interpreting the present. On the whole, globalization
has thus made it harder to model economies and predict economic developments. Central
banks' increasing interest in how to operate under uncertainty, and the boom of analysis in this
area in recent years are evidence of this fact.

Does globalization introduce new objectives for monetary policy? Probably not. Although globalization
has, in fact, reduced the ability of central banks to pursue inconsistent objectives, it is generally agreed
that central banks should continue using their sole policy instrument to achieve the primary goal
of price stability. They should therefore refrain from pursuing additional objectives -- for example,
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external balances or exchange rate stability — that may be perceived as playing a more prominent role
in a globalized world but that cannot be directly controlled by monetary policy.

Likewise, globalization does not seem to call for new instruments. As economies are more open, central
banks may be tempted to influence demand and prices by making more intensive use of the exchange
rate, either by affecting interest rate differentials or by directly buying and selling foreign currency
to affect its value. Clearly, with globalized economies the exchange rate has become a more pivotal
indicator of monetary conditions and inflationary pressures. However, trying to control inflation and
output by manipulating the exchange rate can be dangerous.

On the other hand, monetary policy still needs to adjust to globalization in various ways. First, central
banks should continue to work on refining their analytical instruments to take into proper account
developments from deeper financial and trade integration and the economic implications thereof.
As discussed above, overall globalization seems to have helped reduce inflationary pressure in many
countries but the precise mechanism and the magnitude of such effect are still far from clear-cut, so
more research is needed on this front. Second, when doing policy analysis and economic evaluation,
central banks need to continue their efforts to move from models in which parameters depend heavily
on historical estimates toward models in which parameters are less likely to change over time. Finally,
central banks need to persist in their efforts to exchange information on economic developments
and discuss global economic issues within the many international forums that exist today. Given the
growing interdependence of national economies and macroeconomic policies, the coordination of
such policies has undoubtedly become more important.

© World Economic Outlook
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TEXT 4

Task: Consider policy responses fostering a stronger recovery
against the background of the existing external and internal
risks.

Asia: Laying Foundation for Shared Prosperity

Economic activity had stabilized in Asia by the start of 2013. Growth slowed across the region in
the middle of 2012 following a broad-based weakening of exports both within and outside Asia and
implementation by China of policies aimed at moderating and better balancing growth. Exports have
recently picked up across the region, reflecting firmer demand in China and the advanced economies,
notably the United States.

For Asia as a whole, growth will pick up modestly to about 5% percent in 2013, largely as a result
of recovering external demand and continued solid domestic demand. Consumption and private
investment will be supported by favourable labour market conditions—unemployment is at multiyear
lows in several economies—and by relatively easy financial conditions. The latter reflect a combination
of accommodative monetary policies; rapid credit growth, and continued robust capital inflows, which
last year helped push stock prices up by 10 to 20 percent across most of the region.

Asian economies will also benefit from internal demand spillovers, particularly growing Chinese
demand and the policy-led pickup in Japan. Indeed, for several economies, direct and indirect demand
from China and Japan are almost as important as demand from the United States and Europe. This
dynamic may be complicated, however, by the recent yen depreciation, which may put some of the
region’s exporters in more direct competition with Japanese firms in world markets, while others may
benefit through supply-chain linkages with Japan.

Inflation is expected to remain generally within central banks’ targets. Reflecting the moderate
acceleration of growth and a stable outlook for global food and commodity prices, headline inflation is
expected to increase slightly to 4 percent in 2013, from 3% percent in 2012.

e In Japan, growth is projected to be 1% percent in 2013, as a result of new fiscal and monetary
stimulus. A sizable fiscal stimulus—about 1% percent of GDP over two years—will boost
growth by some 0.6 percentage point in 2013.

e China’s growth is set to accelerate slightly to about 8 percent in 2013, reflecting continued
robust domestic demand in both consumption and investment and renewed external demand.
Inflation will pick up only modestly to an average of 3 percent in 2013.

e In Korea, improved exports should help spur private investment and help growth rebound to
2% percent. Inflation is rising but is expected to remain close to the lower bound of the target
band.

e Growth will rise in India to 5% percent in 2013 as a result of improved external demand and
recently implemented progrowth measures. Significant structural challenges will likely lower
potential output over the medium term and also keep inflation elevated by regional standards.

The potential impact of external risks on Asia remains considerable. In the event of a severe global
slowdown, falling external demand would exert a powerful drag on Asia’s most open economies,
including through the second-round impact of lower investment and employment in export-oriented
sectors.

As global tail risks recede somewhat, risks and challenges to growth from within the region come
more clearly into focus. Financial imbalances and asset prices are building in a number of economies,
fuelled by rapid credit growth and easy financing conditions. In China, the use of more market-
based financial instruments means that about half of financial intermediation now takes place outside
traditional banking channels in less-well-supervised parts of the financial system, which leads to
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growing risks. In the scenario under which growth prospects for emerging markets are marked down
and investment falls, Asia’s output could be more than 2 percent below the baseline, and even lower
if rising spreads lead to capital outflows. A number of other risks are more difficult to anticipate but
could prove disruptive given Asia’s highly integrated supply-chain network and growing dependence
on regional demand and finance. These risks include disruptions to trade from territorial disputes, a
loss of confidence in efforts to restore economic health in Japan, and stalled reforms and recovery in
China.

Policymakers in the region must rebuild room for macroeconomic policy manoeuvring while containing
financial stability risks. Asian central banks have adopted an accommodative monetary policy stance,
reducing policy rates or keeping them low during 2012 in the face of uncertain growth prospects and
generally low and stable inflation. This stance has served them well, but the direction of future monetary
policy action will diverge within the region. In emerging Asia, macroprudential measures will have to
play an important role in those economies in which credit growth remains too rapid and threatens
financial stability, especially if accompanied by persistently strong capital inflows. In China, financial
sector reform should be accelerated to contain risks related to the rapid growth in total credit and to
prevent a further build-up of excess capacity. In addition, the China Banking Regulatory Commission
has recently announced steps to strengthen the supervision of banks’ off-balance-sheet activities. The
adoption of a new quantitative and qualitative monetary easing framework in Japan is welcome. For
it to be successful and achieve 2 percent inflation within two years, easing must be accompanied by
ambitious growth and fiscal reforms to ensure a sustained recovery and reduce fiscal risks.

Country circumstances will also determine the appropriate pace of fiscal consolidation, including
the need for demand rebalancing and the adequacy of policy room. For some economies with large
external surpluses and low public debt, it may be appropriate to use fiscal measures to support domestic
demand. More generally, structural deficits are higher than before the crisis and fiscal room needs to
be rebuilt. Automatic stabilizers should be the first line of defence if growth disappoints.

The key medium-term priority is to sustain economic growth and make it more inclusive. Again,
the policy agenda diverges among individual countries within the region and includes economic
rebalancing, strengthening private investment, reform of goods and labour markets, improving tax and
spending policies, and addressing rapid demographic shifts. Asian policymakers should also undertake
coordinated and collective action to deepen regional trade integration.

© World Economic Outlook
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TEXT 5

Task: Specify the reforms which should be implemented
in the context of existing challenges to maintain Asia’s
leadership in global growth.

Sustaining Asia’s Momentum: Time for Reform

Asia has led global growth for the past several decades, with an average rate of close to 6 percent since
1990. If the current trend continues, Asia’s economy will be larger than that of the United States and
the European Union combined in less than two decades.

While Asia’s future appears bright, its success is not guaranteed. It depends crucially on choosing the
right policy mix to contain risks and secure growth. In the near term, the region faces some emerging
vulnerabilities and may continue to be hit by volatility in global markets

Resilience and growth

The year 2013 witnessed several waves of global financial volatility, leading to a pullback in capital
flows from emerging markets, including in Asia. But Asia has remained broadly resilient to global risk.
Swift actions taken to address vulnerabilities are starting to bear fruit, and the growth momentum is set
to continue.

Asia is projected to grow at 5.5 percent in 2014 and 5.6 percent in 2015, retaining its global growth
leadership. Exports will pick up as the recovery continues in advanced economies, while domestic
demand across the region will be supported by healthy labor markets and strong credit growth.

With continued tightening of global liquidity as tapering of the U.S. fiscal stimulus proceeds, Asia
will face somewhat higher interest rates and surges of capital flow and asset price volatility, but overall
financial conditions should remain broadly supportive.

There are, as always, risks to this prognosis. Further tightening of global financial conditions remains
a threat. And the impact of higher global interest rates could be strengthened by rising household and
corporate debt in some parts of the region.

If these risks took place, they would likely moderate, rather than halt, momentum in the region. But
deeper structural challenges could create more difficult obstacles for countries across the region as
they pursue sustained growth. Asia faces some particular challenges.

Improving institutions and governance: In much of Asia, institutions and governance have not caught up
to those of advanced economies as quickly as other aspects of economic development. *Strengthening
the rule of law will enhance resource allocation and productivity. *Relaxing tight product market
regulations—high barriers to entry, in particular—could boost innovation and efficiency. In a number
of cases, this will require tackling the dominance of state-owned enterprises—as planned for instance
in China and Vietnam. *Easing tight job protections for regular workers while putting together an
unemployment safety net, for instance in India and Indonesia, could help stimulate job creation in the
formal labor market.

Coping with an aging Asia: A demographic transition in East Asia contributed substantially to the
region’s economic miracle in the second half of the 20th century. But having benefited from favorable
demographics earlier, many Asian economies will see a substantial rise in the dependency ratio over
the next few decades, which will tend to reduce growth and raise governments’ spending burdens.

India, in contrast, will enjoy a demographic dividend—its dependency ratio is projected to fall by 8
percentage points by 2030—as it will in the Philippines and lower-income Asian economies. These
countries will face a different challenge: finding good jobs for the rapidly growing pool of workers and
ensuring that the dividend does not instead become a burden.
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Prudent policies can help decrease the adverse effects of demographic trends. Asian policymakers
should both adapt and fight back. They can adapt by building age-proof pension systems to ensure that
retirees are protected by an adequate social safety net and to encourage labor force participation by
seniors. They can fight back with productivity-enhancing reforms.

Curbing rising inequality: Finally, rising inequality is both an important social and economic issue.
In fact, high levels of inequality can limit overall growth. Inequality in Asia is still generally below
what it is in Latin America and sub-Saharan Africa, but incomes in Asia are diverging faster than in
these other regions. While these other regions saw a reduction in inequality, in Asia the disparity has
widened over the past two decades.

The right policies can help curb rising inequality without threatening Asia’s growth model—as was the
case in Asia during the three decades leading up to the 1990s. Policies to ensure more equal access to
public services—notably education and healthcare, enhance public infrastructure, and broaden access
to finance can raise growth and improve equity.

Promoting financial development. With its impressive number of assets—sound macroeconomic policies,
high saving, rising education, still unused labor resources, and fast technological progress—Asia has
the right ingredients for sustaining growth.

But to combine these ingredients effectively, there is an urgent need to promote capital market
development and reduce the heavy reliance on bank-based financial intermediation. Important steps
include diversifying the domestic investor base in the region through the expansion of pension and
insurance funds, enhancing financial literacy, and improving disclosure and accounting standards
within the region.

With successful implementation of these steps, Asia’s financial sectors will be ready to meet the
demands of the real economy.

An Asian century?

Some say that the 21st century will be an Asian century. And there are good reasons to think this. But
simply extrapolating from the strong economic performance of recent decades can be misleading. To
achieve their full potential, Asian countries will need to clear a number of major obstacles.

© World Economic Outlook
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TEXT 6

Task: Characterize the context for Growth in the Asian region.
Identify the policies that are crucial to bolster potential Growth.

Asia: Growth Remains Strong,
Expected to Ease Only Modestly

Growth in Asia and the Pacific is expected to remain strong at 5.3 percent this year and next,
accounting for almost two-thirds of global growth.

Despite a slight moderation, Asia remains the engine of global growth, according to the IMF’s latest
Reginal Economic Outlook for Asia and the Pacific. While external demand remains sluggish, domestic
demand continues to show resilience across most of the region, driven by low unemployment, growth
in disposable income, lower commodities prices, and macroeconomic stimulus.

“Of course, Asia is impacted by the still weak global recovery, and by the ongoing and necessary
rebalancing in China,” said Director of the Asia and Pacific Department at the IMFE. “But domestic
demand has remained remarkably resilient throughout most of the region, supported by rising real
incomes, especially in commodity importers, and supportive macroeconomic policies in many
countries”.

Downside risks loom large

However, the region faces a number of external challenges, including slow growth in advanced
economies, a broad slowdown across emerging markets, weak global trade, persistently low
commodity prices, and increasingly volatile global financial markets. These risks compound domestic
vulnerabilities, such as high debt incurred in recent years. In the short term, China’s transition to a
new growth model will disrupt its regional partners, especially those heavily exposed to the region’s
biggest economy.

Geopolitical tensions and domestic policy uncertainty add risks of potential trade disruptions or lower
domestic demand. Natural disasters, too, can reverse economic gains, particularly in lower-income
countries and small states (including many Pacific islands). Small states also face the challenge of
reduced financial services by global banks (or “de-risking”), which could hold back financial inclusion
and growth.

Boosting resilience and growth

While Asian economies have strong buffers and are relatively well positioned to face the challenges
ahead, countries will need to adopt economic policies that shore up growth and reduce their exposure
to global and regional risks. For instance, since monetary settings are broadly appropriate and inflation
remains low, there is room to cut policy rates if needed to boost demand.

On the fiscal front, gradual consolidation is generally desirable to rebuild policy space, but countries
can adjust the composition of spending to allow for growth-friendly and much-needed infrastructure
and social spending in many economies.

Flexible exchange rates should continue to be the first line of defense against external shocks. At
the same time, foreign-exchange intervention and capital-flow measures could be deployed in special
circumstances, such as disorderly market conditions. The report also notes that region has extensively
used macroprudential policies to deal with financial volatility and risks and should continue to do so
as a complement to monetary and fiscal policies.

The report also emphasizes that structural reforms are needed to help bolster potential growth and
facilitate rebalancing. The region’s past reforms have been highly effective, fostering economic
diversification and facilitating Asia’s entry into global markets.
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Winners and losers from China’s transition

Three background studies in the Regional Economic Outlook report also discuss how commodity
exporters and countries in the Asia-Pacific region are affected by income inequality and China’s
rebalancing. China’s slowdown has an impact on global commodity prices, contributing in particular
to a large drop in prices of some metals. At the same time, demand for some foodstuff has increased
as a result of rebalancing in China, as changes in consumers’ tastes have tended to favor higher-quality
and higher-protein items, and Chinese tourism continues to grow.

The analysis shows that the impact of China’s rebalancing will depend on each country’s specific
exposure to China’s economy. Economies that rely on China’s consumers can be winners, while those
more dependent on investment and manufacturing could lose in the near term. Over time, however,
the region is likely to benefit as the rebalancing makes China’s growth model more sustainable.

Tackling increasing inequality

The third study in the report notes that more recently inequality has risen in many countries in Asia,
with growth less beneficial to the poor compared with the past. The report concludes that structural
reforms, along with fiscal policy, can help reduce inequality and foster more inclusive growth.
Countries will need to address inequality of opportunities, in particular the need to broaden access to
education, health, and financial services, as well as tackle labor-market duality and informality.

Reforms should avoid costly, across-the-board subsidy schemes while focusing instead on the
expansion of social spending through well-targeted interventions and more-progressive tax codes.
Recent reforms, such as the elimination of fuel-price controls in most major economies of the region,
bode well for the future.
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TEXT 7

Task: Characterize current economic environment in Asia. Identify
the aims and tools of accommodative policies.

Asia Can Take Steps to Bolster Resilience
Amid Economic Slowdown

Growth is moderating in Asia, but the region will continue to outperform the rest of the global
economy. According to the October 2015 Asia and Pacific Regional Economic Outlook Update (REO
Update), growth will moderate slightly to 5.4 percent in 2015—16, in line with global developments.
The report notes that negative growth spillovers from China to the rest of the region are probably larger
than previously anticipated, and exports continue to fall short of global growth. While the rebalancing
in China’s import demand is one cause, a broad-based weakness in global import demand is also a
major factor behind the trade slowdown in Asia.

Growth prospects within Asia will likely diverge once again, including among the largest economies.
China’s economy will continue to rebalance toward domestic consumption and is expected to grow by
6.8 percent and 6.3 percent in 2016. The recent equity market turmoil and the change in the exchange
rate regime are not expected to have a significant impact on near-term growth. However, the policies
needed to address vulnerabilities and rebalance the economy are likely to reduce headline growth,
while ensuring sustainability over the medium term.

Growth in major ASEAN economies is projected to moderate in 2016, owing to a number of factors,
including lower commodity prices (Indonesia and Malaysia), political uncertainty (Malaysia), and
weaker growth in China.

Downside risks continue to dominate

The REO Update points to downside risks to regional growth, especially the possibility of a sharper
slowdown in China, as well as the effects of a change in the composition of demand. Further U.S.
dollar strength accompanied by a sudden tightening of global financial conditions, weaker growth
in Japan, and weaker potential growth in many economies in the region are additional risk factors
that could dim Asia’s growth prospects. “High leverage could also amplify shocks, particularly if
domestic interest rates spike as global financial conditions tighten,” said Rhee. Lower commodity
prices represent another downside risk, with adverse implications for corporate investment in key
commodity-producing sectors, according to the authors of the REO Update.

Policy recommendations

Given the slowdown across most of the region, and the challenging global economic environment, the
REO Update recommends policies to support demand while lowering vulnerabilities. Accommodative
policies should be considered, particularly for countries that have policy space and where the decline
in growth has a clear cyclical or temporary component. But policies should also focus on boosting
potential growth and should aim to reduce vulnerabilities.

With this in mind, the report recommends that structural reforms should remain a priority to bolster
medium-term growth by facilitating investment and job creation, and helping to reduce near-term
vulnerabilities. In China, reforms should continue to help rebalance the economy away from debt-
fueled investment. This would include, among other moves, leveling the playing field between state-
owned-enterprises (SOEs) and the private sector, and improving the management of local government
finances.

The REO Update also emphasizes aggregate demand policies to support growth and bolster resilience.
Automatic stabilizers should be allowed to operate fully, except where fiscal consolidation needs are
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more evident. In economies with fiscal space——such as those with low debt and cyclically adjusted
fiscal surpluses——targeted fiscal stimulus to counter temporary shortfalls in demand could be
deployed. Elsewhere, gradual fiscal consolidation should continue, especially in commodity exporters,
but attention should also be paid to the composition of any fiscal adjustment.

The analysis in the REO Update also supports the use of monetary policy to shore up demand in
economies where inflation is low, especially if fiscal space is limited. Policy rates are broadly in line
with fundamentals in a number of major Asian economies, suggesting that rates could be lowered
should growth disappoint and negative output gaps emerge or widen. At the same time, weaker
exchange rates might limit the scope for monetary easing.

The report also notes that exchange rate policy and macroprudential tools will remain important to
help manage external adjustment and bolster financial stability. Exchange rates should be a major
shock absorber, with foreign exchange reserves used judiciously to manage temporary exchange
rate volatility. Moreover, foreign exchange intervention should not hinder the needed exchange rate
adjustments. Macroprudential policies should be employed to ensure financial stability, with efforts
geared at strengthening supervisory and regulatory frameworks, particularly as the credit cycle turns.
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TEXT1

Task: Identify the key areas where the benefits of financial
globalization will be most important. Specify
the conditions which will generate sustained growth.

Financial Globalization: Beyond the Blame Game

Financial globalization—the phenomenon of rising cross-border financial flows—is often blamed for
the string of damaging economic crises that rocked a number of emerging markets in the late 1980s
in Latin America and in the 1990s in Mexico and a handful of Asian countries. The market turmoil
and resulting bankruptcies prompted a rash of finger-pointing by those who suggested that developing
countries had dismantled capital controls too hastily—Ileaving themselves vulnerable to the harsh
dictates of rapid capital movements. Some were openly critical of international institutions they saw
as promoting capital account liberalization without stressing the necessity of building up the strong
institutions needed to steer markets through bad times.

Financial integration’s indirect benefits
The potential indirect benefits of financial globalization are likely to be important in three key areas.

A good deal of research suggests that international financial flows serve as an important catalyst for
domestic financial market development, as reflected both in straightforward measures of the size of
the banking sector and equity markets and in broader concepts of financial market development,
including supervision and regulation.

Research based on a variety of techniques, including country case studies, supports the notion that the
larger the presence of foreign banks in a country, the better the quality of its financial services and the
greater the efficiency of financial intermediation. As for equity markets, the overwhelming theoretical
presumption is that foreign entry increases efficiency, and the evidence seems to support this. Stock
markets do, in fact, tend to become larger and more liquid after equity market liberalizations.

The empirical evidence suggests that financial globalization has induced a number of countries to
adjust their corporate governance structures in response to foreign competition and demands from
international investors. Moreover, financial sector FDI from well-regulated and well-supervised source
countries tends to support institutional development and governance in emerging market economies.

Capital account liberalization, by increasing the potential costs associated with weak policies and
enhancing the benefits associated with good ones, should also impose discipline on macroeconomic
policies. Precisely because capital account liberalization makes a country more vulnerable to sudden
shifts in global investor sentiment, it can signal the country’s commitment to better macroeconomic
policies as a way of mitigating the likelihood of such shifts and their adverse effects. Although the
empirical evidence on this point is suggestive, it is sparse. Countries with higher levels of financial
openness appear more likely to generate better monetary policy outcomes in terms of lower inflation,
but there is no evidence of a systematic relationship between financial openness and better fiscal
policies.

The evidence that we have surveyed in this section is hardly decisive, but it does consistently point
to international financial integration as a catalyst for a variety of productivity-enhancing benefits.
Given the difficulties that we have identified in interpreting the crosscountry growth evidence, it is
encouraging to see that financial market integration seems to be operating through some of the indirect
channels.
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A complication: thresholds

Some related studies have tackled the question of what initial conditions are necessary if financial
openness is to generate good growth benefits for a country while lowering the risks of a crisis. What are
these conditions?

Financial sector development, in particular, is a key determinant of the extent of the growth and
stability benefits financial globalization can bring. The more developed a country’s financial sector,
the greater the growth benefits of capital inflows and the lower the country’s vulnerability to crises,
through both direct and indirect channels.

Institutional quality appears to play an important role in determining not just the outcomes of financial
integration but the actual level of integration. It also appears to strongly influence the composition of
inflows into developing economies, which is another way it affects macroeconomic outcomes. Better
institutional quality helps tilt a country’s capital structure toward FDI and portfolio equity flows,
which tend to bring more of the collateral benefits of financial integration.

The quality of domestic macroeconomic policies also appears to influence the level and composition
of inflows, as well as a country’s vulnerability to crises. Sound fiscal and monetary policies increase
the growth benefits of capital account liberalization and help avert crises in countries with open capital
accounts. Moreover, for economies with weak financial systems, an open capital account and a fixed
exchange rate regime are not a favorable combination. A compelling case can be made that rigid
exchange rate regimes can make a country more vulnerable to crises when it opens its capital markets.

Trade integration improves the cost-benefit trade-off associated with financial integration. It also
reduces the probability of crises associated with financial openness and mitigates the costs of such
crises if they do occur. Thus, recent studies strengthen the case made by the old sequencing literature
that argued in favor of putting trade liberalization ahead of capital account liberalization.

This discussion finally suggests that there are some basic supporting conditions, or thresholds,
that determine where on the continuum of potential costs and benefits a country ends up. It is the
interaction between financial globalization and this set of initial conditions that determines growth
and volatility outcomes.

© World Economic Outlook
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TEXT 2

Task: Determine the key reasons for distress across the CIS
economies and analyze the major challenges
for policymakers under crisis conditions.

The CIS Economies Are Suffering a Double Blow

Among all the regions of the global economy, the CIS countries are forecast to experience the
largest reversal of economic fortune over the near term. The reason is that their economies are
being badly hit by two major shocks.

The large direct impact of the financial market turmoil on CIS economies reflects the abrupt
reversal of foreign funding to their largest non-financial firms and, more important, their
banking systems. Prior to the crisis, all but a few economies with less externally linked financial
sectors (Azerbaijan, Tajikistan, Turkmenistan, Uzbekistan) relied significantly on external
funding to sustain domestic borrowing that far outstripped domestic demand for bonds or
deposits. Soon after the crisis struck, both non-financial firms and banks found it very difficult
to renew funding from investors, who steered clear of anything but the safest assets. Adding
to the pressure, households began to switch from domestic to foreign-currency-denominated
assets. Russia, Kazakhstan, Belarus, and Ukraine were hit hard, with the first two drawing down
large amounts of foreign currency reserves to buffer the impact of the shock on the exchange
rate. These economies are expected to have only very limited access to external financing over
the near term, with the exception of Russia, which should be able to better sustain rollover rates.
Belarus and Ukraine have faced difficulties meeting their external obligations and have received
IMF financing: Armenia and Georgia are also receiving IMF support, although Georgia’s
arrangement predates the financial crisis.

The beginning of the financial crisis coincided with slumping prospects for exports and
commodity prices because of rapidly weakening activity in the advanced economies. This has
added to the pressure faced by CIS economies with open banking systems and severely undercut
growth prospects for the commodity exporters but also the less open economies, for example,
Turkmenistan. Other countries, including the Kyrgyz Republic, Tajikistan, and Uzbekistan, are
expected to suffer from falling foreign remittances, particularly from migrant workers in Russia.
The current account balance for the area as a whole is expected to run a zero balance in 2009, a
major switch from posting a large current account surplus in 2007-08. However, prospects differ
noticeably between energy exporters and importers: the former are projected to see large current
account surpluses evaporate because of falling commodity prices, while the latter see a sharp
narrowing of their external deficits because of tightening financing conditions.

Although many CIS economies are better positioned to weather a crisis than they were in the
aftermath of Russia’s 1998 debt default, the fallout will nonetheless be severe. Real GDP in the
region, which expanded by 8 percent in 2007, is projected to contract by just over 5 percent in
2009, the lowest rate among all emerging regions. In 2010, growth is expected to rebound to
more than 1 percent. With currencies under pressure, inflation is expected to remain close to
double digits in the net energy exporters, despite slowing activity. Inflation pressures are expected
to recede more quickly for the net energy importers.

The key challenge facing policymakers in the CIS is to strike the right balance between using
macroeconomic policies to buffer the effects of net capital outflows on activity and maintaining
confidence in local currencies. With most countries operating under pegged exchange rate
regimes, monetary policymakers have had to choose between drawing down reserves, raising
policy rates to defend pegs, and allowing exchange rates to depreciate. Countries that could afford
to, including Russia and Kazakhstan, initially drew down foreign exchange reserves. Faced with
very strong pressures, however, they have since changed their tack: Russia has allowed the ruble
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to depreciate substantially below its earlier band and has raised interest rates, while Kazakhstan
has opted for a step devaluation of some 18 percent. Other countries, including Ukraine and
Belarus, experienced large currency depreciations early in the crisis.

The problem these economies face is that rapid currency depreciation raises the effective debt
burden on non-financial firms that have borrowed in foreign currency. In fact, the share of
foreign-currency-denominated credit in domestic bank credit stretches from close to 30 percent
in Belarus and Russia, to about 50 percent in Kazakhstan and Ukraine, and to some 70 percent
in Georgia. Meeting these foreign currency obligations as exchange rates depreciate has required
major cutbacks in investment and employment in several of these economies. By the same token,
defaults would further exacerbate already intense strains on bank balance sheets and diminish
prospects for renewed credit growth.

In these circumstances, public support for the banking system is critical. Countries whose
banking sectors are struggling with the need to roll over foreign debt—for example, Belarus,
Kazakhstan, Russia —have already deployed remedial measures. These include provision by the
central banks of ample liquidity, public guarantees, funding for recapitalization (including from
international financial institutions), and nationalization. It will be crucial to carefully assess bank
balance sheets with a view to writing off bad assets in a proactive manner, determining which
banks have sound medium-run prospects, and replenishing their capital as needed, drawing on
budgetary resources rather than central bank support.

With significant public support needed for banks and difficult conditions in capital markets,
room for fiscal policy stimulus is limited in most CIS countries. Belarus and Ukraine have
needed to tighten up. Georgia and the Kyrgyz Republic can afford to let automatic stabilizers
work, provided sufficient donor support is forthcoming. Azerbaijan, Kazakhstan, Russia, and
Uzbekistan—all of which posted fiscal surpluses ahead of the crisis—have allowed automatic
stabilizers to operate and have eased fiscal policy to sustain growth.

© World Economic Outlook
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TEXT 3

Task: Characterize the overall economic landscape in Asia
and outline the main prospects for the future.

How Rapid Growth Continues in Asia

Broad-based recovery is continuing in most Asian economies, supported by strong export performance,
buoyant private domestic demand, and in some cases rapid credit growth. Even though growth has
moderated from cyclical highs to more sustainable rates, Asia continues to outpace other regions. With
the notable exception of Japan, output gaps in much of the region have closed or are quickly closing,
inflation is on the rise, and overheating is becoming a concern. At the same time, limited progress has
been made on external rebalancing in emerging Asia.

Signs of overheating are starting to materialize in a number of economies. Continued high growth has
meant that some economies in the region are now operating at or above potential. Credit growth is
accelerating in some economies (Hong Kong, India, Indonesia), and it remains high in China. Most
of the increase in headline inflation in recent months has been due to a spike in food prices, but core
inflation has also been increasing in a number of economies, most notably India. Furthermore, real
estate prices have been rising at double-digit rates in a number of economies. Concerns that inflation
pressures may induce authorities to tighten the policy stance more rapidly than previously planned
may have contributed to recent declines in equity and bond markets.

Against this backdrop, Asia is projected to continue expanding rapidly this year and next. Export
growth is expected to moderate from last year’s very rapid pace but will remain robust as gains in
market share and increased intraregional trade partially offset the weakness in final demand from
advanced economies. Capital flows to Asia are likely to continue, driven by both cyclical and structural
factors. Autonomous private consumption growth should remain strong, supported by still-rich asset
valuations and improved labor market conditions.

With continued rapid growth, output now close to potential levels, and monetary conditions remaining
accommodative, inflation is expected to continue increasing this year across much of developing Asia.
Inflation pressure is most evident in India, where despite some moderation, inflation has become
more generalized and is projected to remain high—averaging 7 % percent this year. In other parts
of developing Asia, inflation is lower but is on the rise. In China, price pressures that started in a
narrow range of food products have broadened into other items, including housing, and inflation is
projected to reach 5 percent this year. Similar patterns of accelerating and more generalized inflation
are becoming evident in the region’s other developing economies—for developing Asia as a whole,
inflation is projected at 6 percent this year. In stark contrast, mild deflation continues in Japan, and
inflation expectations there have not improved substantially.

Risks to the growth outlook come from both outside and inside the region. Despite a substantial
increase in intraregional trade, two-thirds of the final demand for Asian exports still comes from
outside the region, and renewed turbulence in the euro area would affect Asia primarily through trade
linkages. An additional external risk is stronger-than-expected increases in oil and commodity prices.
Turning to risks from within Asia, if accommodative policies fail to adjust sufficiently to nascent
overheating pressures, near-term growth may surprise on the upside. But that could sow the seeds for a
hard landing down the road. In particular, an abrupt slowdown of economic activity in China, perhaps
following a credit and property boom-bust cycle, would adversely affect the whole region.

Although Asia’s external surplus has narrowed substantially—from a peak of 5 % percent of regional
GDP in 2007 to about 3 % percent of GDP in 2010—that narrowing is not expected to continue.
As external demand recovers and fiscal stimulus is withdrawn, the region’s external surpluses are
projected to widen again in the coming years, with developing Asia in general and China in particular
accounting for the bulk of the surplus, especially in the medium term. In fact, there has been little
progress toward rebalancing; the projected surpluses for the region are now larger in both the near and
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medium term. Developing Asia’s current account balances are substantially higher than fundamentals
suggest, given the region’s relatively low per capita income, higher expected growth rates, and relatively
young population.

The primary challenge for Asian policymakers is to quickly normalize the stance of fiscal and monetary
policies in the region and ensure that boom-like dynamics do not get out of hand. Monetary policy
remains generally accommodative even as many economies have taken steps toward normalization.
Further tightening currently expected by markets in some economies is not enough to prevent inflation
from increasing. In addition to more rapid tightening of policy rates, greater exchange rate flexibility
will be an important component of policy tightening. The primary response to the resurgence of
foreign inflows to Asia has been the continued accumulation of reserves. Allowing the exchange rate
to appreciate in response to inflows would be more conducive to normalizing the policy stance. In
addition, strengthened supervision and prudential measures are needed to address concerns about
deteriorating credit quality, which often accompanies credit and asset price booms. In China, for
instance, there is rising concern that management of credit aggregates, used to exercise macroeconomic
control, is being undermined by banks’ financial innovation and off-balance-sheet activities.

Fiscal policy is projected to be less supportive of growth this year than last, but the pace of withdrawal
is slow, given how rapidly the region has been growing. A more rapid exit would allow governments
to build the fiscal room they need to cope with adverse shocks in the future. Countercyclical fiscal
policy would also help cushion domestic demand against the effect of capital inflows. In Japan, the
recent downgrade of sovereign debt has highlighted the importance of having a more credible fiscal
adjustment plan. Once the extent of the earthquake’s damage becomes clearer and reconstruction
efforts are under way, the authorities will need a more credible fiscal strategy that brings down the
public debt ratio over the medium term while addressing the need for additional reconstruction
spending.

Managing capital inflows is another major policy challenge for Asia. For economies in the region
that continue to run large current account surpluses but whose response to capital inflows has been
continued reserve accumulation, the policy prescription is clear—greater exchange rate flexibility.
Appreciation would not only help address challenges in liquidity management, but could reduce
expectations of a large step appreciation, lessening speculative inflows. A stronger prudential framework
would also help reduce the vulnerabilities that can arise from sizable and potentially volatile capital
inflows.

Although renewed capital inflows have attracted the lion’s share of attention in recent months,
these flows are still offset by the large current account surpluses in the region. In this area, too, the
aforementioned need for greater exchange rate flexibility is critical. Appreciation would help stimulate
domestic demand and help shift resources from the tradables to the non-tradables sector, facilitating
much-needed development of the services sector in some of the region’s economies. But exchange rate
policy must be complemented by structural reforms. Economies where private investment lags, such
as among the ASEAN-5, will benefit from efforts to boost infrastructure and improve the business
environment. And continued reforms to raise consumption in economies such as China—including
efforts to expand pension and health care coverage and to develop the financial sector—will also be key
ingredients of a comprehensive rebalancing package.

© World Economic Outlook
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TEXT 4

Task: Outline the reasons for sluggish investment growth in emerging
and developing economies. Present the steps that should be under-
taken by policymakers to meet investment needs.

Capital Slowdown

Investment growth in emerging market and developing economies has slowed sharply since the global
financial crisis. The slowdown has been most pronounced among the large, so-called BRICS (Brazil,
Russia, India, China, South Africa) economies and in commodity exporters. Between 2010 and 2016,
investment growth dropped from about 13 percent to about 4 percent in the BRICS and from roughly
7 percent to 0.1 percent in non-BRICS commodity-exporting emerging market and developing
economies. China accounted for about one-third of the total investment growth slowdown in these
economies during this period and Brazil and Russia for another third. The sustained investment
growth slowdown in emerging market and developing economies contrasts with its partial recovery in
advanced economies since the global financial crisis.

Why the slowdown?

The investment slowdown reflects a number of factors that offset exceptionally favorable financing
conditions—including record-low borrowing costs, ample financial market liquidity, and in some
countries a surge in domestic private credit to the nonfinancial private sector. However, many
headwinds offset the benefits of these historically low financing costs until late 2016, including
disappointing economic activity and weak growth prospects and a severe decline in export prices vis-
a-vis import prices (that is, a worsening in terms of trade) for commodity exporters, slowing and
volatile capital flows, rapid accumulation of private debt, and bouts of policy uncertainty in troubled
major economies.

Elevated uncertainty: Two forms of global and country-specific uncertainty are a major drag on
investment: financial market uncertainty and macroeconomic policy uncertainty. Domestic policy
uncertainty holds back investment growth at home; global financial market uncertainty and policy
uncertainty have weighed on investment more broadly.

Global financial market uncertainty is a key variable for explaining the path of investment in emerging
market and developing economies, especially when there has been a sustained increase in the index.
In addition to these cross-border-uncertainty spillovers, domestic uncertainty added to investment
weakness in major emerging market and developing economies.

Negative spillovers from major economies

Weak output growth in the United States and the euro area weighed on investment growth in emerging
market and developing economies: a 1 percentage point decline in US output growth reduced average
output growth over the following year in emerging market and developing economies by about 0.8
percentage point, and a decline of the same amount in euro area output growth did so by about 1.3
percentage points within a year. Investment growth in emerging market and developing economies
responded almost twice as strongly as did output growth.

China’s policy-driven slowdown and rebalancing from investment toward consumption also hurt
output growth in emerging market and developing economies. Since China is now the largest trading
partner of many emerging market and developing economies, its output and investment growth
slowdown has weighed on their growth.

Effect on growth prospects

The post-crisis investment growth slowdown from record highs before the crisis could have lasting
implications for long-term growth. By slowing the rate of capital accumulation, a prolonged period
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of weak investment growth can set back potential output growth in emerging market and developing
economies for years. In 2009, there was about a 15 percentage point difference between per capita
investment growth in emerging market and developing economies and advanced economies. By 2015,
the difference was virtually zero, the lowest it has been since the early 2000s.

Boosting investment

Many emerging market and developing economies have large unmet investment needs . A number
of these countries are poorly equipped to keep up with rapid urbanization and changing demands
on workers. Investment is also needed to smooth the transition away from growth driven by natural
resources (in commodity exporters) or sectors that do not engage in foreign trade (in some commodity
importers) toward more sustainable sources of growth.

Policymakers can boost investment directly, through public investment, and indirectly, by encouraging
private, including foreign direct, investment, and by undertaking measures to improve overall
growth prospects and the business climate. Doing so directly through greater public investment in
infrastructure and workers would help raise demand in the short term, increase potential output in the
long term, and improve the environment for private investment and trade. Public investment would
also help close income gaps and, under the right conditions, has the potential to stimulate private
investment.

Indirectly, macroeconomic policies can encourage productive investment—for example, by ensuring
macroeconomic stability and improving short- and long-term growth prospects. More effective use of
fiscal and monetary policies designed to counter slowing or declining growth can also promote private
investment indirectly by strengthening output growth, especially in commodity-exporting emerging
market and developing economies. These policies may be less effective, however, if governments lack
resources to increase spending or reduce taxes or if output growth is weak because of a need to adjust
to a permanent decline in revenues from commodity exports.

To raise investment growth sustainably, such policies must be supported by structural reforms to
encourage both domestic private and foreign direct investment. These reforms could span various
areas. Reforms to reduce trade barriers encourage both foreign direct and overall investment.
Corporate governance and financial sector reforms improve the allocation of capital across firms and
sectors. Stronger property rights encourage corporate and real estate investment. Such policies should
be complemented by efforts to foster transparency—that is, better financial reporting methods.
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TEXTS

Task: Identify the major aims and tools characterizing
a new generation of fiscal policy reforms in China

China’s Quest for Sustainable Growth Calls for Bold Fiscal
Reforms

Three and a half decades into arguably the most successful development story of the modern era,
China finds itself at a critical juncture. It must shift from a nearly exhausted investment-driven and
export-reliant growth model—with rising macroeconomic and financial risks and unsustainable
environmental costs—to a new path of more domestic consumption—based, more inclusive, and
greener growth.

The dominant role of China’s government in the economy means that the management of its
finances—fiscal policy—is both a foundation of its past success and the root of future challenges.
Fiscal policy reforms are needed to safeguard past achievements and prepare the ground for sustained
improvements in the future.

China’s fiscal policy and reforms have played a key role in its development strategy. As per capita
income has grown, demand for public goods and services has also increased. Public financial
management reforms have supported increased efficiency and control of public spending.

Despite these reforms, vulnerabilities have recently emerged that could threaten the sustainability of
long-term growth. Growing macroeconomic imbalances, fiscal and financial risks, rising inequality,
and environmental degradation require increasing attention.

China’s stimulus program, implemented in the aftermath of the global financial crisis, designated about
11 percent of GDP mainly for infrastructure investment and social housing projects. The stimulus
supported China’s rapid growth and provided a welcome lift to global demand. But it has proved
difficult to unwind and has contributed to widening fiscal imbalances and a buildup of government
debt. And most of the stimulus was implemented by local governments, mainly through off-budget
financing, raising concern about the sustainability of local public finances.

China has also experienced rising inequality, partly because the tax system is not very progressive
and large gaps remain in social protection spending. It has made notable efforts to expand the social
security system and protect the most vulnerable, but large disparities remain.

A rocky path

In light of these challenges, a new generation of fiscal policies will play a central role in China’s
transition to more balanced, more inclusive, and greener growth.

To reduce fiscal deficits and contain public debt, China has begun implementing key reforms of
taxes, expenditures, pricing and social security. Future tax reforms should attempt to reduce income
inequality while providing a broader tax base for local governments and enhancing efficiency in revenue
collection. Reform of the personal income tax schedule could help redistribute income, while ongoing
reform to replace the business tax with a value-added tax could improve overall tax progressivity.
Expanding annual property taxes nationwide could help fund local government services and reduce
inequality. In particular, it is critical to consolidate the pension system for salaried and nonsalaried
workers and facilitate mobility across pension plans.

Efficient energy taxation is essential to environment-friendly growth. The price of fossil fuels needs to
reflect their contribution to pollution for growth to be environmentally sustainable. A full energy tax
reform could reduce CO2 emissions by 26 percent, while raising revenue by about 9 percent of GDP.

Reform of state-owned enterprises is key to giving the market a more decisive role in the economy
and unlocking new sources of growth. Leveling the playing field between state-owned enterprises and
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other firms can be accomplished by increasing the share of their profits that goes to the government
budget, eliminating government subsidies, strengthening governance, and improving these enterprises’
commercial orientation. These reforms can significantly boost productivity and create millions of jobs.

Rebalancing is a critical component of China’s transition to a new growth model. The recent large
increase in investment, driven largely by public sector spending, has led to less-efficient capital
spending, limited growth, and increased debt. Encouraging a shift in demand toward consumption
and away from saving, combined with more productive private investment, would make growth more
sustainable.

Reforming the social safety net and increasing health and education spending are important priorities.
At 10 percent of GDP, social spending in China is about half what it is in high-income members of
the Organisation for Economic Co-operation and Development, so there is plenty of scope to spend
more on health, education, and the social safety net. Strengthening China’s social security system
will help reduce household precautionary saving, while lowering social contributions will help reduce
inequality.

Over the past three and half decades, China has had remarkable success in achieving rapid economic
growth and reducing poverty. Fiscal policy has played a major role in that accomplishment. Now a new
generation of fiscal policy reforms is needed to safeguard past achievements and lay the groundwork
for sustained improvement in the future.
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TEXT1

Task: Analyze the reasons for Asia’s staggering economic success
and further steps on the path to sustained growth.

Asia Leading the Way

The recent crisis has underlined the emergence of Asia as a global economic powerhouse. Several
dynamic economies in the region are generating growth outcomes that register on a global scale
and are helping pull the world economy out of recession. China and India are leading the way, but
the phenomenon is by no means limited to these two countries. Asia’s economic importance is
unmistakable and palpable.

Based on expected trends, within five years Asia’s economy (including Australia and New Zealand)
will be about 50 percent larger than it is today (in purchasing-power-parity terms), account for more
than a third of global output, and be comparable in size to the economies of the United States and
Europe. By 2030, Asian gross domestic product will exceed that of the Group of Seven major industrial
economies.

It is only natural, then, for Asia’s voice to become increasingly influential in global economic and
financial discourse. Already, six of the Group of 20 major economies are from the Asia-Pacific
region. Asia accounts for just over 20 percent of IMF voting shares, and this weight is certain to rise
as the IMF pursues reforms to bring countries’ voting shares more closely in line with their role in
the world economy. With the right policies, this economic success is likely to continue and further
improve living standards for Asian people, transforming the livelihoods of almost half the world’s
population.

Consolidation of the recovery is still the main challenge for the world economy. Although Asia was
not heavily exposed to the kinds of toxic securities that caused problems elsewhere, the region is
an important participant in world trade, and its exports were hurt by the collapse in demand from
advanced economies. The impact of the external shock was mitigated for countries with large domestic
demand bases, such as China, India, and Indonesia, and some of the commodity producers, such
as Australia, but the more export-oriented economies experienced particularly sharp downturns.
However, economies across the region rebounded strongly, and by end-2009 output and exports had
returned to pre-crisis levels in most of Asia, including in the hardest-hit economies.

New growth frontiers

At least two notable features mark the ongoing global recovery from Asia’s perspective. First, unlike
in previous global recessions, Asia is making a stronger contribution to the global recovery than
any other region. Second, also in contrast to previous episodes, recovery in many Asian countries
is being driven by two engines—exports and strong domestic demand. Strong domestic demand
reflects in part policy stimulus, but resilient private demand is also a factor. All this adds up to an
impression that Asia is changing in key ways and that these changes have implications for the rest of
the world.

Although there are still near-term risks in the outlook, in many ways, Asia is emerging from the
recession with its standing in the world strengthened. The risks include Asia’s (and other regions’)
vulnerability to renewed negative shocks to global growth and financial markets. Nonetheless, the
possibility that Asia could become the world’s largest economic region by 2030 is not idle speculation.
It seems very probable, based on what Asia has already achieved in recent decades: emerging Asia’s
share of world trade has doubled and of world GDP tripled in just the past two decades. In addition, the
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strengthened policy frameworks and institutions Asia has developed, particularly over the past decade,
stood up well during the recession and provide a strong foundation for the future. Furthermore, in
many countries in the region, populations are relatively young and will contribute to fast growing
workforces.

But by no means will rapid growth in the region continue automatically. Asia will need to build on its
robust policy foundation with reforms to address the challenges the region still faces in both the near
and the long term. In recent quarters, for example, Asia once again attracted a surge in capital flows as
global investors responded to the region’s stronger growth prospects. The surge in capital inflows will
need to be carefully managed to prevent overheating in some economies and to avert an increase in
those countries’ vulnerability to credit and asset price cycles and macroeconomic volatility. However,
the region could also be hit if shocks occur in global financial markets, as such shocks in the past have
tended to affect emerging markets all across the world.

Over the medium term, a key policy challenge for many countries in Asia is to build on domestic
demand, making it a more prominent engine of growth and relying less on exports. This would also help
manage global imbalances. More important, for many countries, the world recession has highlighted
the unsustainability of tying growth too heavily to exports, which account on average for more than 40
percent of Asian growth. With the recovery in advanced economies likely to be sluggish by historical
standards, and their demand likely to remain below pre-crisis levels for some time, Asia will need
to replace the shortfall in its external demand with a second, domestic source of demand if it is to
sustain strong growth. Private domestic demand has contributed well to the recovery so far, but for it to
continue it must be fostered through policy. The policy measures will vary: some countries will need to
increase consumption; some to sustain or increase investment, especially in infrastructure; and others
must boost productivity in the service sector—all within the framework of greater trade integration in
the region. Many countries are already taking steps to improve and broaden the availability of social
services, in addition to developing their financial sectors, which will help boost domestic demand.
Greater exchange rate flexibility fits into this policy package by helping raise private consumption and
reorient investment toward production for the domestic economy.

Policy challenges

More broadly, globalization and the reform agenda still have far to go to bring all countries and
populations into the fold. Asia has made unprecedented progress in poverty reduction in recent
decades, with China alone having pulled some several hundred million people out of poverty since
the launch of its reforms in 1978. Nonetheless, a high proportion of the world’s poor still live in
Asia, and 17 percent of people in the east Asian and Pacific countries—40 percent in south Asia—
live on less than $1.25 a day. Moreover, the financial crisis has slowed poverty reduction in the
region. The World Bank estimates 14 million more people in Asia will be living in poverty in 2010
as a result of the crisis. It is thus more important than ever to design and implement strategies,
including reforms that enhance growth and strengthen safety nets, to alleviate endemic poverty in
the region. Part of the strategy for low-income countries must include ways to move from agriculture
to manufacturing as the basis for long-term growth. This will require development of national and
regional infrastructure to reduce transportation costs and foster the integration of such countries
into regional supply chains.

Countries across the region are, of course, well aware of the challenges they face and are taking
action on many fronts. Strengthened monetary and fiscal policy frameworks, efforts at boosting
domestic demand, and deepening trade and financial linkages with other economies have been the
focus of reforms. The development of infrastructure to boost the growth potential of economies is
going ahead rapidly in many countries, with the help of innovative mechanisms such as public-private
partnerships. Barriers to trade, including within the region, are being lifted in ways that will allow
more people to enjoy the gains from international trade, including by providing new markets and
customers for exporters from smaller economies. Asia is moving ahead rapidly to advance regional
integration more broadly, including through intraregional groupings such as the Association of
Southeast Asian Nations (ASEAN) and ASEAN+3 (including China, Japan, and Korea) and across
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regions, such as through the Asia-Pacific Economic Cooperation forum, with its emphasis on “open
regionalism.”

Asia’s time has come. Its role in the world economy continues to grow—both in world trade and
finance and in economic governance, through institutions such as the IMF—and it will grow further.
Meanwhile, countries all over the world are interested in Asian successes in development and managing
globalization. The region’s economies offer a broad range of experiences from countries at various
stages of development and faced with different sets of challenges, and the broader global economy can
draw from them a rich set of lessons.

© World Economic Outlook
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TEXT 2

Task: Examine the effects that the existing risks could lead
to in the euro area and emerging economies.

Risks and Uncertainties in the Global Economy

Remaining fragilities in the euro area

The euro area sovereign debt crisis has subsided dramatically since the European Central Bank (ECB)
announced its Outright Monetary Transactions facility in August 2012. It has yet to be activated, but
its mere existence has broken the negative feedback loop between weak banks and weak government
fiscal positions. Sovereign-bond spreads have narrowed significantly and some of the crisis countries
have seen an improvement in their debt ratings.

However, while the sense of crisis has dissipated, significant risks remain. The banking sector remains

under stress. Lending conditions remain fragmented across the region, with firms in periphery
countries, particularly small and medium-sized enterprises (SMESs), starved of credit. The recent Asset
Quality Review and stress tests performed by the ECB and the European Banking Authority revealed
that the capital shortfall was at the lower end of expectations and was manageable, thus eliminating a
major source of tension in recent months. But it also revealed that the majority of problems were in
periphery country banks.

The most significant risk, however, is the uncertain nature of the euro area recovery. The underlying
growth momentum in the region has decelerated to the point where an exogenous event could lead
to a return to recession. The current tensions in Ukraine and resulting sanctions have already had a
serious negative impact on activity and confidence. The weak state of the recovery is characterized by
continued low levels of private investment, extremely high unemployment in many countries—which
becomes more entrenched as the ranks of the long-term unemployed increase—and by dangerously
low inflation, which could turn to Japan-style deflation. Aside from being exceptionally difficult to
exit, deflation would also increase real government debt burdens and perhaps resurge the debt crisis as
fiscal targets become increasingly difficult to achieve.

Vulnerabilities in emerging economies

Many large emerging economies continue to face a challenging macroeconomic environment, as
weaknesses in their domestic economies interact with external financial vulnerabilities. Although
the baseline forecast projects a moderate growth recovery in 2015 and 2016 for almost all emerging
economies—including Brazil, India, Indonesia, Mexico, the Russian Federation, South Africa and
Turkey—and only a slight moderation in China, there are significant risks of a further slowdown or a
prolonged period of weak growth. A broad-based downturn in emerging economies, particularly a sharp
slowdown in China, would not only weigh on growth in smaller developing countries and economies
in transition, but could also undermine the fragile recovery in developed countries, particularly in the
struggling euro area.

At present, the main risk for many emerging economies arises from the potential for negative feedback
loops between weak activity in the real sector, reversals of capital inflows and a tightening of domestic
financial conditions amid an expected rise in the interest rates in the United States. The financial
turmoil episodes of mid-2013 and early 2014 illustrated the dynamics of such feedback loops and
underlined the policy dilemma some of the countries are facing. During these episodes, global investors
reallocated their portfolios amid a reassessment of the Fed’s monetary tightening path, concerns over
global growth, higher 24 World Economic Situation and Prospects 2015 uncertainty and country-
specific shocks. This resulted in strong portfolio capital reversals and rapidly depreciating currencies
in emerging economies, particularly those with large external financing needs and macroeconomic
imbalances, such as Brazil, Indonesia, South Africa and Turkey. Faced with significant downward
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pressure on domestic asset prices and currencies, the central banks in these countries hiked interest
rates even as economic growth slowed. These moves, while helping to stabilize financial markets, have
further slowed down activity in the real sector. During the course of 2014, the growth projections have
been lowered sharply for Brazil, South Africa and Turkey and marginally for Indonesia.

Much of the recent downturn in emerging economies outside Asia can be attributed to weak growth in
investment and in total factor productivity. In many countries, investment in fixed capital has slowed
considerably since 2011 even as global financial conditions remained unusually loose. As a result, the
contributions of gross fixed investment to GDP growth in most emerging economies outside Asia
have been low or negative in the past two years. Investment-to-GDP ratios have remained below
20 per cent in several economies, such as Argentina, Brazil, South Africa and Turkey. Growth in
total factor productivity fell to the lowest level in two decades in 2013, indicating increased challenges
for emerging economies to achieve technological progress and efficiency gains. Given the expected
normalization of monetary policy in the United States, it is likely that emerging markets will see a
tightening of financial conditions in the forecast period. In the absence of a new reform push, this may
further weaken real investment growth, particularly in the private sector. A key question in this regard
is the degree to which the upcoming increase in United States interest rates will affect borrowing costs
in emerging economies.

While fixed capital formation has remained subdued in recent years, many emerging economies have
registered considerable credit growth, with increased leverage in the household and the corporate
sector. Corporate sector debt as a share of GDP is particularly high in some faster-growing East Asian
countries, such as China and Malaysia, but also elevated in many less dynamic economies, including
Brazil, the Russian Federation, South Africa and Turkey. Preliminary evidence suggests that part of
the new borrowing has been used for more speculative activities, as indicated by a marked increase in
corporate cash holdings. Rising interest rates, along with weakening earnings in the context of slowing
economic growth, could put considerable pressure on corporate balance sheets. China’s high and
rapidly rising level of total debt poses a substantial risk factor, although almost all of the debt is held
domestically and the country is partly insulated from changes to global financial conditions.

An additional risk factor for several emerging economies, including Brazil, Colombia, Indonesia,
Peru, South Africa and Turkey, are persistently large current-account deficits. According to recent
projections, full-year current-account deficits in 2014 are expected to be about 3.5 per cent in Brazil
and Indonesia, 4.0 per cent in Colombia, 5.0 per cent in Peru and close to 6.0 per cent in South Africa
and Turkey. Among the economies with large external financing needs, those with weak economic
fundamentals and large open capital markets appear to be most vulnerable to a tightening of global
financing conditions and further portfolio reallocation.

© World Economic Outlook
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TEXT 3

Task: Briefly characterize the pre-crisis economic environment.
Present the key tasks for the government to cope with current
challenges.

Russia’s Growth Drivers and Vulnerabilities

Growth decomposition confirms that structural policies had strong effects on growth during the 2000s,
reflecting the impact of reforms and structural changes launched during the transition period. Facing
demographic challenges and a likely new normal environment ahead, when the commodity super-
cycle would come to an end and external financing conditions turn less favorable, it is critical for
future policy design to understand the factors underlying Russia’s growth during the previous decade.
Structural policies were the key driver of growth in the early 2000s, but persistent effects of growth
from the previous period had a negative effect on current growth. External conditions and stabilization
policies had only a small, though positive, impact on growth during this period as policies to stabilize
the currency were adopted after the exchange rate crisis.

Russia experienced large productivity gains in the first half of the 2000s, driven in good part by a
productivity surge from a low base. Productivity within firms contributed the bulk of these gains as
enterprises restructured, and firms tapped into underutilized stocks of capital and labor after the
1998 crisis. However, as utilization rose closer to capacity, additional productivity gains became
more difficult. On the demand side, Russia’s growth was supported by sizable investment and rising
consumption, in part reflecting a catch-up from the previous decade’s depressed domestic demand.

The contribution of structural policies continued to be important in the late 2000s, but growth became
driven by the positive impact of growth persistence. Unlike the early 2000s, growth persistence had
a large and positive impact on GDP growth, reflecting favorable external conditions. Resource-rich,
Russia during this period registered average real GDP per capita growth of 4 percent, driven by higher
terms of trade. Indeed, terms of trade gains were a key driver of growth: due to higher oil prices terms
of trade gains grew on average by 53 percentage points. With better terms of trade, the contribution of
the external environment to growth also improved significantly relative to the early 2000s. The recent
deterioration in the terms of trade and declines in GDP underline the importance of structural policies
in driving growth.

Decelerating growth since 2010 indicates that the Russian economy lost competitiveness due to lingering
structural constraints. This was due to a gradual slow-down in the late 2000s in second-generation
structural reforms—strengthening the investment climate, diversifying the economic structure, and
closing the infrastructure gap. Russia’s significant gaps in all major infrastructure sectors—in both
coverage and quality of service—remained largely unaddressed. Inadequate maintenance of existing
assets and investment in new ones during the 1990s was not made up during the period of prosperity
in the commodity boom period of 2000—07. Investment growth, which was largely driven by public
infrastructure projects, fell after the 2008—09 crisis and had virtually disappeared by the second half
of 2013. As wage growth began to outpace productivity gains and the real effective exchange rate
rose, Russian firms operating in non-energy sectors had to cope with rising pressures from foreign
competition.

The structural vulnerabilities of the economy are captured in its narrow industrial structure. Russia’s
economic structure continued to be dominated by large corporations highly concentrated in traditional
heavy industries, oil and gas, with a limited small and medium enterprise sector. Two-thirds of stock
market capitalization was similarly concentrated in oil and gas or related stocks, which amplified
the transmission of external oil shocks to the domestic economy. The government has retained a
dominant position in many sectors, which undermines competition. In the financial sector, the three
largest state-owned banks account for over half of total banking sector assets, stifling competition and
preventing the deepening of financial services.
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Russia’s macroeconomic and fiscal stability in recent decades masked the vulnerability and
shortcomings of its growth model that are now coming to the fore. Although natural resources—the
single largest asset in Russia’s wealth portfolio—supported both economic growth and macroeconomic
and fiscal stability, limited economic diversification and heavy reliance on oil and a few other strategic
sectors heightened Russia’s vulnerability to terms-of-trade and related shocks. While low investment
rates by themselves would limit Russia’s medium-term potential growth, the country must now also
deal with persistently low oil prices and economic sanctions, which underscore the vulnerabilities and
sustainability risks to Russia’s growth model.

Russia’s economic vulnerability, exposed during the 2014 oil-price shock and the ensuing economic
crisis in 2015, raised issues related to the country’s growth model. The drop in oil prices, together
with sluggish growth due to the slowdown in structural reforms, reduced government revenues and
thus the government’s ability to sustain inclusive growth. Fiscal pressures, reflecting a combination
of structural issues and past social expenditure trends, now present a serious economic challenge for
Russia. Tradeoffs arise for the government between delivering in its role of provider of social services,
education, and health, and maintaining a sustainable fiscal stance. Addressing fiscal stresses will be
essential to maintain macroeconomic stability and continue the progress made on income mobility in
the past decade.

A key challenge is related to the continued need to support financial sector stability and deepening. The
state continues to have a dominant role in the financial sector, crowding out other market participants
and effectively discouraging new foreign entrants, new capital flows, and financial innovation more
generally. Weak competition was exacerbated by the recent crisis, when anti-crisis support went
primarily to the large systemically important public banks. To facilitate growth in investment, especially
in infrastructure and human capital investments, new sources of private capital to better support long-
term financing options would need to be identified and developed.

It was partly the appreciating real exchange rate and rising real wages that fueled Russia’s consumption-
driven growth and in turn greater shared prosperity. However, over time it also eroded the economy’s
competitiveness. Future inclusive growth will be much more difficult without sustained productivity
increases. However, given recent depreciation dynamics, new opportunities to improve Russia’s
competitiveness have emerged.

The government is undertaking a challenging reform program to take advantage of these opportunities
and to avoid a reversal of achievements in shared prosperity. The 2016 anti-crisis plan does not focus
exclusively on stabilization but includes a number of medium-term economic development initiatives,
among them reforms designed to improve the investment climate, diminish regulatory uncertainty,
and strengthen law-enforcement systems. A swift progression from strategies and plans to tangible
improvements in Russia’s investment climate would send the right signals to private investors. Without
rapid and sustained investment in new industries, Russia may miss the opportunity afforded by its
current price advantage, which would make promoting sufficient productivity growth to accelerate the
country’s long-term economic trajectory far more challenging.
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TEXT 4

Task: Identify the opportunities and challenges which exist
in the current economic environment in ASEAN region

ASEAN Economic Integration:
Opportunities and Challenges that Lie Ahead in the ASEAN region

The Association of Southeast Asian (ASEAN) leaders adopted the ASEAN Vision 2020 hoping to
strengthen the foundation for a prosperous and peaceful community of Southeast Asian nations while
creating a community that lived in shared stability and prosperity. The purpose of establishing an
integrated economic community is to accelerate economic growth, enhance trade development in the
region, and allow the freer movement of goods, services, skilled labor, and capital.

The 1997 Asian financial crisis generated substantial macroeconomic fundamental effects, including
a collapse of Asian stock markets, devaluations of domestic currencies, and a reduction in asset prices
throughout Asian countries. Many businesses collapsed which in turn condensed per capita income
for millions of people in the region.

Some experts argue that the Asian financial crisis exposed many issues such as banks’ structural
inefficiencies, weak financial infrastructures, lack of transparency and weak governance and regulation
involving the banking sector. Others argue that moral hazard, asymmetric information, short-sighted
government policies, weak institutions, and ineffective regulation also made the region vulnerable to
the crisis. In the years that followed the Asian Financial crisis, ASEAN leaders discussed creating
economic policies that would both support economic growth and protect the region from any potential
future economic shocks.

There is a substantial list of opportunities associated with AEC integration. For instance, economic
integration provides opportunities to boost economic stability in the region. Another benefit is that
integration would turn ASEAN into a more competitive region within the world economy. A stronger
regional economy will help to improve the living standards of the ASEAN population by reducing
poverty through economic development.

ASEAN member countries expect to achieve greater economic cooperation in the areas of financial
policies, trade, and human capital. AEC integration will also serve to promote goods and services,
investment, labor mobilization, and mobilization of capital. The ASEAN region could potentially
become a highly competitive economic union operating as a single market. ASEAN also intends
to improve regional agricultural and industrial utilization, as well as expand trade, and improve
transportation and infrastructure.

Labor-force expansion and productivity improvements have driven GDP growth in the ASEAN
region. ASEAN has the third-largest labor force in the globe, behind China and India. The ASEAN
region is projected to rank as the fourth-largest economy in the world by the year 2050.

Economic integration could potentially combine to produce opportunities to ASEAN countries;
however, it could also generate challenges, namely higher costs related to implementing economic
integration across such economically and culturally diverse countries.

ASEAN is an economic region which has diverse patterns of economic development. The majority
of ASEAN countries are categorized as low middle income countries, whereas a few are positioned
better economically. The existing income inequality gap among some of the ASEAN countries could
become even wider post AEC integration.

Some ASEAN countries have high inflation rates. This could result in dissimilar price levels and
unequal purchasing power across ASEAN member countries, giving some countries the ability to
purchase more goods of another member country. Also, different levels of inflation could result in
different levels of investment. This could inadvertently lead to some sectors and industries incurring

71



economic losses and to some workers in the less economically stable countries to consider migrating
to more economically prosperous member countries. There is the possibility of witnessing highly
disparate levels of economic development, interest rates, and exchange rates across member countries.
As a result, governments could face some challenges in stabilizing macroeconomic and financial
conditions under an integrated economic system.

There is also a high degree of political and socio-cultural diversity among ASEAN countries which
makes economic integration challenging. ASEAN member countries have disparate existing levels of
capital market development and financial regulations. Some of the ASEAN member countries do not
have the appropriate financial sector regulation and infrastructure necessary for a seamless integration
process. We can expect that there will be challenges associated with capital market development,
financial services liberalization, capital account liberalization, and an eventual ASEAN currency
cooperation.

AEC will also incur costs related to institutional strengthening, costs related to monitoring and
evaluating the regional systems within the economic framework, and costs related to developing and
managing the regional systems necessary for an effective economic integration. One could also expect
other costs to rise, such as those related to urbanization as millions of citizens migrate from rural
areas to cities in search of economic opportunities. As most of the ASEAN member countries grow
and expand their economic activities, there will be additional costs related to climate resiliency and
environmental sustainability.

The ASEAN region sits at the intersection of global flows. Intraregional trade in goods is likely to
increase with the implementation of AEC as is overall economic growth. To realize the full potential of
the AEC, better management of structural and institutional change is needed, in addition to ensuring
that economic gains lead to shared prosperity among the population. The success of ASEAN economic
integration will depend on how it influences the labor market — and consequently on how it improves
the quality of life of women and men in the region.

There are opportunities and challenges that surround AEC, including managing labor migration,
boosting productivity and wages, and improving job quality. These items in turn will produce effects
on job skills development, wages and productivity, and labor migration. However, it is important
to emphasize that unless managed properly, the AEC may not be able to capitalize on all of the
foreseeable economic opportunities, and instead it could witness an increase in income inequality
across the region which would certainly affect the poorest.

72



Thesis Samples

Text 1

How Industrial Countries Can Overcome Obstacles
To Structural Reforms

Task: How can deregulation and good will of policymakers keep
industrial economies viable?

Many industrial countries are faced with challenges to their societies. A good way to address these
issues would be to undertake structural reforms, but only well-balanced and timely structural reforms
designed by policymakers can really make their economies viable.

B

Text 1

Financial Globalization: Beyond the Blame Game

Task: Identify the key areas where the benefits of financial
globalization will be most important.
Specify the conditions which will generate sustained growth.

Financial globalization driven by financial integration and free movement of capital is beginning to
create an environment in which the implementation of monetary policy at a national level is becoming
more difficult. There are signs that globalization has started to affect national monetary policy in a
number of new ways. However, none of them, is likely to affect the monetary policy objectives.

Text 3

The CIS Economies Are Suffering a Double Blow

Task: Determine the key reasons for distress across the CIS
economies and analyze the major challenges
for policymakers under crisis conditions.

Under crisis conditions the CIS countries face serious difficulties. The reasons for this distress are
shocks in the financial market and trade, negative forecasts for exports and commodity prices. To
cope with these shocks policymakers should carry out sound and wise fiscal and monetary policy and
maintain the stability of the banking sector.
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Text 1
Asia Leading the Way

Task: Analyze the reasons for Asia's staggering economic success
and further steps on the path to sustained growth.

Asia is one of the major contributors to the development of the world economy and its role continues
to grow. The Asian success was driven by external and internal sources of growth. Still, policymakers
have to implement some changes to sustain growth.
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!art 3

Gap filling and
Reading Comprehension




Test 1

Part 1. Read the texts below and fill in the gaps choosing the correct word from the list on the right’.

1 | The upswing in global investment and trade continued in the | a. accommodative
second half of 2017. With financial conditions still 1 , global | b. supportive
growth is expected to 2 toa 3.9 percent rate in both 2018 and | c. drive
2019. Advanced economies will grow faster than potential; euro | d. excess
area economies are set to narrow 3 capacity with support | €. fick up
from 4 monetary policies, and expansionary 5 policy | f. fiscal
will 6 the US economy above full employment.

2 | Global growth is projected to soften beyond the next couple of a. productivity
years. Once their 1 gaps close, most advanced economies b. output
are poised to return to potential growth 2 well below pre- c. toremain
crisis averages, 3 by aging populations and lower d. rates
4 . US growth will slow below potential as the 5 e. held back
impact of recent fiscal policy changes goes into reverse. Growth f. expansionary
is projected 6 below average in several emerging market
and developing economies.

3 | The current recovery offers a window of opportunity 1 a. buffers
policies and reforms that raise medium-term growth to the b. secure
benefit of all and 2 the current upswing. Such c. downturn
policies should focus on 3 the potential for higher and d. to advance
more 4 growth, building 5 to deal more effectively e. strengthening
with the next 6 , improving financial 7 to contain £ resilience
market risks and stability concerns, and fostering international . .

. g. inclusive
cooperation.

4 | Financial market sentiment has generally been strong, with | a. interest
continued 1 in equity markets in both advanced and | b. appreciation
emerging market economies. Given current expectations of a more | c. gains
gradual pace of monetary policy 2 , US long-term 3 d. depreciated
rates have declined by some 25 basis points , and the dollar has 4 | . normalization

by more than 5 percent in real effective terms, with a real £ robust
5 of the euro. Despite expectations of more 6 global
demand going forward, commodity prices have remained low, with
oil prices reflecting stronger-than-anticipated supply.
1 1 2 3 4 5 6
2 1 2 3 4 5 6
3 1 2 3 4 5 6 7
4 1 2 3 4 h) 6

* The total number of gaps in Part 1 is 25, which gives you 50 points.
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Part 2. In the extract below about countries’ fiscal policy objectives put the paragraphs
(A, B, C, D, E)in the correct logical order (1-5)".

Fiscal Policy: Rebuild Buffers and Focus on Medium-Term
Objectives

A. The recently legislated tax code overhaul and bipartisan agreement on the federal budget in the
United States will further add to rising fiscal deficits and unsustainable debt dynamics over the
next five years. It is therefore imperative to ensure higher future revenues and take measures to
gradually curb the dynamics of public spending while shifting its composition toward much-
needed improvements in infrastructure, poverty-alleviating measures, and policies to strengthen
labor force participation. All these key measures may allow the policymakers in their respective
countries to look beyond their immediate goals into a more distant future.

B. In Japan, on the contrary a premature drop in the level of fiscal support should be avoided so
as to sustain growth and promote structural reforms. The debt trajectory needs to be anchored
by a credible medium-term fiscal consolidation plan, which should include a streamlining of
health, pension, and long-term care benefits together with gradual and steady increases in the
consumption tax rate starting in 2019.

C. Countries with fiscal space should also raise potential output and productivity by enhancing
workforce skills, including in the area of digital literacy. These countries should improve
infrastructure where needed and— where aging is expected to exert a significant drain on
labor supply—should boost labor force participation through stronger family-friendly policies,
reconsideration of labor taxation, actuarially fair pension systems, and labor market matching
enhanced by more efficient active labor market programs.

D. The cyclical recovery affords an opportunity to orient fiscal policy more firmly toward medium-
term goals. This column introduces the report on the cycle’s current phase and an outlook for the
near and not so near future. In particular it is observed that in countries with little fiscal space,
where a gradual strengthening of fiscal buffers is warranted, consolidation should proceed hand-
in-hand with a shift in budget composition toward areas that lift potential output growth, while
also remaining mindful of reducing inequality and improving the welfare of the most vulnerable.
Doing so would help sovereign debt ratios remain sustainable, rebuild fiscal policy space to
counter future downturns, and leave these economies better positioned to address long-term fiscal
challenges stemming from aging-related health and pension outlays. The pace of consolidation
should be calibrated to the strength of the recovery and avoid sharp drags on growth.

E. In this regard let us first consider the euro area. Several countries have exhausted their fiscal
space and should gradually consolidate in as growth-friendly and evenly phased a manner as
possible to rebuild buffers. In Italy and Spain, for example, high sovereign debt ratios together
with unfavorable demographic trends call for an improvement in the structural primary balance
to put debt firmly on a downward path. By contrast, Germany has fiscal space that should be used
to increase public investment in areas that will lift potential growth by improving productivity and
increasing the labor force participation of women and recent immigrants. These areas include
enhancing digital infrastructure, child care and after-school programs, and the training and
integration of refugees into the workforce. An important by-product of more public investment
in Germany would be higher imports from the rest of the euro area, which would facilitate
rebalancing of demand within the common currency area.

** The total number of points for Parts 2, 3 and 4 is 50.
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Part 3. Questions 1-5
Read the article below about green investing. From the list of headings (A - F) choose the correct heading
for sections 1-5. Use each letter only once.

A.
B.
C.

78

Seeking to solve problems D. The roots of green investing
The new ways for businesses E. The old ways to gain profit
Green investing will not put green in your F. Environmentally friendly actions
pocket

What does it mean to be green?

The traditional economic approach toward the world's environment is largely centered on
generating a profit. Trees are made to be cut down and sold, land is made to be developed, and
animals are either raised to sell or are treated as impediments to deforestation and land development.
Most credible experts agree that this approach to the environment has contributed to a lot of
environmental problems, including global warming, pollution, the extinction of some animal
species, deforestation and drought.

The major environmental concerns that have arisen as a result of economic development are now
gaining attention and have generated a lot of concern. They have also generated a heightened
awareness of the importance of the environment. As a result, businesses are either seeking to
operate in environmentally friendly ways or seeking to solve some of the problems that industry
creates for the natural world.

Solving the world's environmental problems is big business. Efforts to reduce dependence on
fossil fuels have spawned a lot of enterprises ranging from wind farms to alternative fuels - and
these aren't pie-in-the-sky efforts. For example, in 2007, legendary oil man T. Boone Pickens
launched a bid to build one of the biggest wind farms in the United States (he later sold his stake,
but remains an active advocate against oil-dependence and renewable energy). Energy giant
General Electric also participates in the design and manufacture of wind turbines, while other
major energy companies have partnered with the U.S. Department of Energy to develop clean
coal technologies. Tesla has also been a huge driver of sustainable initiatives over the past years,
followed by numerous other car manufacturers jumping on the trend of electric and hybrid cars.

The concept of green investing is an outgrowth of the socially responsible investing movement.
Socially responsible investors often seek to avoid investing in companies that produce products
such as alcohol, tobacco and firearms; green investors seek to put their money into supporting
companies that protect the environment. While the movement has taken awhile to generate
momentum, the outlook looks bright as concerns about energy and the environment continue to
mount.

If you are ready to go green, investing in companies that engage in environmentally friendly
practices is the easiest and most obvious way to show your support. Not only do you get to feel
good about your investment, but you also get to make a profit if the enterprise is successful. Less
obvious is the opportunity to vote with your dollars in other ways.

In addition to buying stock in environmentally friendly companies or companies engaged in efforts
to solve environmental problems, you can also purchase their products. In a similar fashion, if you
identify companies that operate in ways that are detrimental to the environment, you can choose
to keep their stocks out of your portfolio and their products out of your home.



Part 4. Questions 6-10

For each word in bold type (6 - 10) from the text above give ONE equivalent (A, B or C). Use each letter

only once.
6. impediments (section 1) 8. mount (section 4) 10.  detrimental (section 5)
A catalysts A. mitigate A. positive
B. implications B. amount B. harmful
C obstacles C. increase C. unethical
7 advocate (section 3) 9 fashion (section 5)
A lawyer A. way
B. proponent B. mention
C proprietor C regard

PART 2 PART 3 PART 4

1 1 6

J 2 7

3 3 8

4 4 9

5 5 10
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Part 1. Read the texts below and fill in the gaps choosing the correct word from the list on the right.

1 Economic activity in 2017 ended on a high note — growth in the | a. normalization
second half of the year was above 4 percent supported by a 1 b. fto tighten
in investment. This positive momentum will eventually slow, | c. challenging
however, leaving many countries with a 2 medium-term | d. recovery
outlook. Some cyclical forces will wane: financial conditions are | e. gaps
expected 3 naturally with the closing of output 4 and | f. expected
monetary policy 5 ; US tax reform will subtract momentum
starting in 2020, and China’s transition to lower growth is 6
to resume as credit growth and fiscal stimulus diminish.

2 The outlook is mixed across emerging market and developing | a. outlook
economies. Prospects 1 favorable in emerging Asia and | b. subdued
Europe, but are challenging in Latin America, the Middle East, | c. terms
where—despite some recovery—the medium-term 2 for | d. prices
commodity exporters remains generally 3 , with a need for | e. remain
further economic diversification and 4 tolowercommodity5 | f. adjustment

. More than one-quarter of emerging market and developing
economies are projected to grow by less than advanced economies
in per capita 6 over the next five years.

3 Risks around the short-term outlook arebroadly 1~ butrisks | a. implying
beyond the next several quarters are clearlytothe2 . Onthe | b. slowdown
upside, the growth spike in advanced economies may turn out to | c. foster
be stronger and more durable than in the baseline,as3  in | d. balanced
labor markets can be larger than currently4 . Furthermore, | e. vulnerabilities
the ongoing recovery in investment could 5 a rebound in | f. assessed
productivity, 6 higher potential growth going forward. On | g. downside
the downside, financial conditions—which remain easy despite
the onset of monetary policy normalization—could tighten sharply
and expose 7

4 Structuralreformsand1____ fiscalpolicyareneededto2 a. competition
productivity and labor supply, with differing 3 across b. priorities
countries. Looking ahead, ongoing structural transformation c. boost
(labor-saving 4 change and cross-border 5 ) d. provide
demands comprehensive policy approaches, including policies e. growth-friendly
that reduce the pain of adjustment and 6 opportunities f.  technological
for all.

1 1 2 3 4 5 6
2 1 2 3 4 5 6
3 1 2 3 4 5 6 7
4 1 2 3 4 5 6
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Part 2. In the extract below about the costs of trade war put the paragraphs (A, B, C, D, E) in the
correct logical order (1-5).

The Costs of Trade War

A. Moreover, a trade war would be a severe blow to the world’s poorest countries, and to the hope
of doubling “least developed countries’ share of global exports” by 2020 under the Sustainable
Development Goals (SDGs). It would compromise the fragile economic recovery since the global
financial crisis a decade ago, thus undercutting growth and development around the world. And
it would limit the extent to which trade could be used to advance global goals. Hence, the easiest
way to win a trade war is to avoid it altogether.

B. Unfortunately, current trade actions signify a situation in which everyone will lose. In a trade
war, companies across a wide range of sectors will lose profits, and workers will lose jobs.
Governments will lose revenue, and consumers will have fewer product choices available. And,
no matter where they are, firms, governments, and households will incur higher costs.

C. The expansion of trade has brought about economic growth, created jobs, and increased
household incomes around the world. It is a key factor behind the rise of the global South, where
dozens of developing countries have experienced strong economic growth and positive societal
change. And it made possible one of the most remarkable achievements in human history: lifting
one billion people out of poverty in the space of just two decades.

D. We know from history that nobody “wins” in a trade war. Tariff hikes by major trading countries
represent a reversal of efforts since the end of World War II to eliminate trade barriers and
facilitate global commerce. Tariff reductions, together with technological advances, drove the
extraordinary expansion of global trade that we have witnessed just in our lifetimes.

E. Even worse, a global trade war might jeopardize the multilateral trading system itself. It would
no doubt result in tariff increases greater than anything we have seen in recent history. UNCTAD
research shows that average tariffs could rise from negligible levels to as high as 30% for US
exportersand 35% and 40% for EU and Chinese exporters, respectively. So, even ifthe “elephants”
have sufficient economic weight to withstand a trade war, they would not benefit from one.
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Part 3. Questions1—5
Read the article below about leadership. From the list of headings (A - F) choose the correct heading for
sections 1 - 5. Use each letter only once.

A.
B.
C.

82

Common Leadership and Management Mistakes

Not delegating D. Failing to define goals
Misunderstanding motivation E. Misunderstanding your role
Hurrying recruitment F. Setting a long-term goal

When your people do not have clear goals, they muddle through their day. They cannot be
productive if they have no idea what they are working for, or what their work means. They also
cannot prioritize their workload effectively, meaning that projects and tasks get completed in the
wrong order.

Do you know what truly motivates your team? Many leaders make the mistake of assuming that
their team is only working for monetary reward. However, it is unlikely that this will be the only
thing that motivates them. For example, people seeking a greater work/life balance might be
motivated by telecommuting days or flexible working. Others will be motivated by factors such as
achievement, extra responsibility, praise, or a sense of camaraderie.

. When your team has a large workload, it is important to have enough people "on board" to cope

with it. But filling a vacant role too quickly can be a disastrous mistake.

Hurrying recruitment can lead to recruiting the wrong people for your team: people who are
uncooperative, ineffective or unproductive. They might also require additional training, and
slow down others on your team. With the wrong person, you will have wasted valuable time and
resources if things do not work out and they leave.

You can avoid this mistake by learning how to recruit effectively, and by being particularly picky
about the people you bring into your team.

Some managers do not delegate, because they feel that no one apart from themselves can do
key jobs properly. This can cause huge problems as work bottlenecks around them, and as they
become stressed and burned out.

Delegation does take a lot of effort up-front, and it can be hard to trust your team to do the work
correctly. But unless you delegate tasks, you are never going to have time to focus on the "broader-
view" that most leaders and managers are responsible for. What is more, you will fail to develop
your people so that they can take the pressure off you.

Once you become a leader or manager, your responsibilities are very different from those you
had before. However, it is easy to forget that your job has changed, and that you now have to use
a different set of skills to be effective. This leads to you not doing what you've been hired to do —
leading and managing.



Part 4. Questions 6-10

For each word in bold type (6 - 10) from the text above give ONE equivalent (A, B or C). Use each letter

only once.
6. flexible (section 2) 8. picky (section 3) 10.  burned out (section 4)
A. easy A. smart A. excited
B. systematic B. choosy B. wiped out
C. changeable C. fabulous C. exhausted
7. camaraderie (section2) 9. bottlenecks (section 4)
A. antipathy A. difficulties
B. fellowship B. obstacles
C. communication C. entail

PART 2 PART 3 PART 4

1 1 6

2 2 7

3 3 8

4 4 9

5 5 10
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Test 3

Part 1. Read the texts below and fill in the gaps choosing the correct word from the list on the right.

1 In the United States, financial conditions could 1 faster than | a. flows
expected, 2 by an adjustment in market 3 of the future | b. pricing
path of monetary policy, higher realized or expected wage and price | c. tighten
4 . Tighter financial conditions in the United States would | d. spillovers
have 5 to other economies, including through a reduction | e. triggered
in capital 6 to emerging markets. Very expansionary fiscal | f. inflation
policy in the United States, at a time when the current account 7 | g. deficit

is already larger than justified by fundamentals.

2 Anxiety about technological change and globalization is on the | a. geopolitical
rise and, when combined with wider trade 1 | could foster a | b. exacerbate
shift toward inward-looking policies, 2 trade and investment. | c. imbalances
Recentimport3 _ announced by the United States, announced | d. fo damage
retaliatory actions by China, raise concerns in this regard and | e. disrupting
threaten 4 global and domestic activity and sentiment. | f. restrictions
Similarly, changes in US tax policies are expected to 5 income
polarization, which could affect the political climate for policy.

Climate change, 6 tensions and cybersecurity pose additional
threats to the global outlook.

3 All countries have room for I _ reforms and fiscal policies a. enhance
that raise productivity and 2 = inclusiveness by 3 b. share
experimentation and diffusion of new technologies, increasing c. Structural
4 participation. The analysis of one aspect of structural | d. reallocation
change — the decline in the 5 of manufacturingjobsinoverall | e. encouraging
employment — highlights the importance of facilitating the 6 f.  labour force
of labor to the most dynamic sectors.

4 For many of the challenges that the global economy 1 | a. cooperation
individual country actions can be more effective if supported by | b. safeguarding
multilateral 2 . Preserving the global economic 3 will c. gains
require policymakers to avoid4  measures and to do more to d. expansion
ensure that5_ from growth are shared more widely. In addition | e. confronts
to preserving an open trading system, key areas for collective action f.  protectionist
include 6 global financial stability.

1 1 2 3 4 5 6 7
2 1 2 3 4 5 6

3 1 2 3 4 5 6
4 1 2 3 4 5 6
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Part 2. In the extract below about closing output gaps and stronger growth in advanced economies
put the paragraphs (A, B, C, D, E) in the correct logical order (1-5).

Advanced Economies:
Output Gaps Closing amid Structurally Stronger Growth

A. Likewise, about 40 percent of the 1.7 percentage point revision to cumulative growth in advanced
economies during 2016—21 (relative to the October 2016 WEO projections) is attributed to faster
closing of output gaps; the rest is attributed to faster potential growth. Higher potential output
relative to earlier projections implies that employment is expected to be sustained at a higher level
as well. The continued decline in headline unemployment rates, with limited signs of wage and
price acceleration, is consistent with this interpretation.

B. It is generally assumed that since 2014 advanced economies have experienced a continued, if at
times halting, recovery from the recessions in the aftermath of the 2008—09 global financial crisis
and the 2011—12 euro area sovereign debt crisis. Accommodative monetary policy and the gradual
fading of crisis-related drags have been pivotal in helping advanced economies attain above-
potential growth and reduce unemployment. Measures of potential growth and output gaps are
inherently very uncertain, especially in the aftermath of a deep crisis with lasting macroeconomic
legacies.

C. As concerns advanced economies, the medium-term per capita growth rates thereare expected
to be lower—not only than they currently are, but also below those registered in the precrisis
decades. The main reason is the slowdown in labor force growth as populations of advanced
economies continue to age, a drag that is expected to be offset only partially by some recovery in
the growth of total factor productivity (to rates that are well below those registered in the precrisis
years).

D. Nonetheless, potential growth for advanced economies is also estimated to have recovered in
recent years. The faster-than-expected pace of activity in advanced economies since mid-2016
has not only sped up the closing of output gaps, it has also led to a reassessment of medium-
term output. As statistics show, some 40 percent of the 0.6 percentage point cumulative growth
surprise for 2016—17 relative to the October 2016 WEO projections is attributed to a faster-than-
expected closing of output gaps (a cyclical recovery in demand), while the rest has been matched
by an upward revision to estimated potential growth (implying a structurally stronger recovery).

E. It follows from the statistics that once the gaps close (estimated to occur by the end of 2018 for
the advanced economy group), growth is expected to start declining toward potential. The United
States, where recent fiscal policy changes are expected to push output above potential, is projected
to see a later, but sharper, return to potential growth than most other advanced economies. As a
result, the US tax reform will reduce growth momentum starting in 2020, and then more strongly
when full investment expensing begins to be phased out in 2023.
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Part 3. Questions1—5
Read the article below about economic benefits of education. From the list of headings (A - F) choose the
correct heading for sections 1 - 5.

A.
B.
C.

86

How to generate economic growth D. Training workforce for a successful economy
Role of education for a nation E. Where labor supply and demand meet
Employers: to train or not to train? F. Workers: to be or not to be trained?

How Education and Training Affect the Economy

Globalization and international trade require countries and their economies to compete with each
other. Economically successful countries will hold competitive and comparative advantages over
other economies, though a single country rarely specializes in a particular industry. This means
the country's economy will include various industries with different advantages and disadvantages
in the global marketplace. The education and training of a country's workers is a major factor in
determining just how well the country's economy will do.

A successful economy has a workforce capable of operating industries at a level where it holds a
competitive advantage over the economies of other countries. To achieve this, nations may try
incentivizing training through tax breaks and write-offs, providing facilities to train workers, or a
variety of other means designed to create a more skilled workforce. Differences in training levels
have been cited as a significant factor separating developed and developing countries.

Employers want workers who are productive and require less management. Employers must

consider many factors when deciding whether or not to pay for employee training.

e Will the training program increase the productivity of the workers?

e Will the increase in productivity warrant the cost of paying for all or part of the training program?

o [fthe employer pays for training, will the employee leave the company for a competitor after the
training program is complete?

Workers increase their earning potential by developing and refining their capabilities. The more
they know about a particular job's function, or the more they understand a particular industry, the
more valuable they become to an employer. Employees want to learn advanced techniques or new
skills for a higher wage. Usually, workers can expect their wages to increase at a smaller percentage
than the productivity gains by employers. The worker must consider a number of factors when
deciding whether to enter a training program:

e How much extra productivity would he or she expect to gain?

e What is the labor market like for a better-trained professional? Is the market significantly

saturated with trained labor already?

Many countries have placed greater emphasis on developing an education system that can produce
workers able to function in new industries, such as those in the fields of technology and science.
This is partly because older industries in developed economies were becoming less competitive,
and thus were less likely to continue dominating the industrial landscape.

A country's economy becomes more productive as the proportion of educated workers increases
since educated workers can more efficiently carry out tasks that require literacy and critical
thinking. A country doesn't have to provide an extensive network of colleges or universities to
benefit from education; it can provide basic literacy programs and still see economic improvements.
Countries with a greater portion of their population attending and graduating from schools see
faster economic growth than countries with less-educated workers. In this sense, education is an
investment in human capital, similar to an investment in better equipment.



Part 4. Questions 6-10
For each word in bold type (6-10) from the text above give ONE equivalent (A, B or C). Use each letter
only once.

6. include (section 1) 8. cite (section 2) 10. carry out (section 5)
A. incline A. ofer A. bring about
B. exclude B. mention B. turn out
C. involve C. discuss C. perform
7. capable (section 2) 0. saturated (section 4)
A. contractible A. developed
B. skilled B. tight
C. compatible C. flooded
PART 2 PART 3 PART 4
1 1 6
2 2 7
3 3 8
4 4 9
5 5 10

87



Test 4

Part 1. Read the texts below and fill in the gaps choosing the correct word from the list on the right.

1 | In advanced economies, stronger growth momentum and the firming | a. addressing
of inflation have eased to some extent a key 1 facing central | b. challenge
banks: maintaining the monetary accommodation required 2 c. to support
the economic recovery while 3 medium-term financial | d. tightening
vulnerabilities. But the firming of inflation also brings risks. Inflation | e. anficipated
may pick up faster than currently 4 , possibly propelled by | f. respond
significant fiscal expansion enacted in the United States. Central
banks may 5 to higher inflation more aggressively than currently
expected, which could lead to a sharp 6 of financial conditions.

2 | A number of emerging market economies have taken advantage of an | a. vulnerable
extended period of benign 1 financial conditions to improve | b. external
their 2 . However, they could be 3 to a sudden tightening | c. reversals
of global financial conditions or 4 from monetary policy | d. shocks
normalization in advanced economies, resulting in an increase in risk | e. spillovers
aversion and capital flow 5 . The severity of such potential 6 | f. fundamentals

will differ across countries.

3 | The banking sector has become more 1 since the global | a. ensure
financial crisis. However, it is important to 2 that the post- | b. mismatches
crisis regulatory reform agenda is 3 . In advanced economies | c. fo strengthen
some weaker banks still need 4 their balance sheets, and some | d. resilient
institutions operating internationally run dollar liquidity 5 e. turbulence
Sudden spells of 6 in financial markets could 7 these | f. completed
mismatches and crystallize dollar funding strains. g. expose

4 | The upward revision to China’s growth forecasts reflects a slower 1 | a. imply

of activity toward services and consumption, a higher projected | b. debt
2 trajectory, and diminished 3 space. Unless the | c. counter
Chinese authorities 4 the associated risks by accelerating their | d. rebalancing
recent encouraging efforts to curb the 5 of credit, these factors 6 | e. fiscal
a heightened probability of a sharp growth slowdown in China, | f. expansion
with adverse international repercussions.
1 1 2 3 4 5 6
2 1 2 3 4 5 6
3 1 2 3 4 5 6 7
4 1 2 3 4 5 6
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Part 2. In the extract below about countries’ policy objectives to address global challenges and put
the paragraphs (A, B, C, D, E) in the correct logical order (1-5).

Multilateral Policies

A. Sustaining global improvements in living standards and delivering greater economic security to a
rising share of the world’s population requires a well-functioning multilateral framework that can
facilitate a cooperative approach to addressing shared challenges and resolving disagreements.
Multilateral cooperation in a range of areas can help amplify the benefits of the country-level
actions while minimizing any adverse spillovers they may generate. This is particularly relevant
at a time when unilateral tariff actions threaten to weaken the rules-based global trading system
that has helped lift millions out of poverty and raised consumer welfare by lowering the price of
tradable goods over the past several decades.

B. In this regard, global financial stability also deserves special attention. Cooperative global
efforts have been instrumental in advancing the post-crisis financial regulatory reform agenda
to make the financial system safer, including through stronger bank capital buffers, a better bank
asset liquidity profile, and more stable funding. Continued close cooperation is also needed
on combating cross-border money laundering, financing of terrorism, and fortifying financial
infrastructure against cybersecurity breaches. At the same time, regulators must ensure that
correspondent banking relationships — through which globally active banks provide deposit-
taking and remittance services to smaller banks in low-income countries —stay intact to ensure
that these countries have access to vital international payments.

C. So, it does not seem an exaggeration that trade openness and global economic integration under
a rules-based, multilateral trading system have been crucial for diffusing innovation, lifting
productivity, and expanding the variety of goods and services available globally in recent decades.
Reducing barriers in high-tariff sectors such as agriculture; fully implementing commitments
under the February 2017 Trade Facilitation Agreement; and adapting the rules to cover areas of
growing relevance, such as digital trade and e-commerce, can help further lower trade costs and
contribute to global growth.

D. Apart from the abovementioned issues, a range of non-economic factors that threaten the
sustainability of global growth should be taken into consideration. Cross-border cooperation
remains vital for mitigating environmental challenges together with refugees’ conflict areas. In
the final analysis, multilateral efforts remain indispensable for alleviating these pressures through
financial resources directed to the recipient countries.

E. In addition, an adequately financed global safety net remains critical for countries to have quick
and predictable access to international liquidity if they are unable to tap existing mechanisms,
including their own reserves, bilateral swap lines, and regional financing agreements. Finally,
both deficit and surplus economies must implement measures that rebalance the composition of
global demand and prevent a further buildup of excess global imbalances.
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Part 3. Questions1—5
Read the article below about monopolies. From the list of headings (A - F) choose the correct heading for
sections 1 - 5. Use each letter only once.

A.
B.
C.

90

The downside of monopolies D. How to become a monopoly: ways and means
How to define a monopoly E. Government-established monopoly
Reason to create a monopoly F. New entries and entities: blocked or promoted

How and Why Companies Become Monopolies

There are many ways to create a monopoly, and most of them rely on some form of assistance
from the government. Perhaps the easiest way to become a monopoly is by the government
granting a company exclusive rights to provide goods or services.

Nationalization is another way to create a monopoly. Mail delivery and childhood education
are two services that have been nationalized in many countries. Copyrights and patents are
another way in which assistance from the government can be used to create a monopoly or a
near monopoly. Because the government has laws in place to protect intellectual property, the
creators of that property are given monopoly power over things like ideas, concepts, designs,
storylines, songs or even short melodies.

While governments usually try to prevent monopolies, in certain situations, they encourage or
even create monopolies themselves. In many cases, government-created monopolies are intended
to result in economies of scale that benefit consumers by keeping costs down. Ultility companies
that provide water, natural gas or electricity are all examples of entities designed to benefit from
economies of scale.

In other cases, such as with the government policies that govern copyrights and patents,
governments are seeking to encourage innovation. If inventors had no protection for their
inventions, all of their time, effort and money spent writing books, recording songs, and
conducting the research and development to create new drugs to combat disease would be wasted
when another company who steals the idea is able to create a competing product at a lower cost.

While monopolies are great for the companies that enjoy the benefits of an exclusive market with
no competition, they are often not so great for the consumers that buy their products. Consumers
purchasing from a monopoly often find they are paying unjustifiably high prices for inferior-
quality goods. Also, the customer service associated with monopolies is often poor. For these
reasons, governments often prefer that consumers have a variety of vendors to choose from when
practical.

However, monopolies can be equally problematic for would-be business owners as well, because
the inability to compete with a monopoly can make it impossible to start a new business. It’s
an age-old-challenge that remains relevant today, as can be seen by the legal decision to block
a merger of Sysco Corp and U.S. Foods Inc. on the grounds that bringing the two largest food
distributors in the country together would create an entity so large and powerful it would stifle
competition.

While monopolies created by government or government policies are often designed to protect
consumers and innovative companies, monopolies created by private enterprises are designed to
eliminate the competition and maximize profits. If one company completely controls a product
or service, that company can charge any price it wants. Consumers who will not or cannot pay
the price don’t get the product. For reasons both good and bad, the desire and conditions that
create monopolies will continue to exist. Accordingly, the battle to properly regulate them to give
consumers some degree of choice and competing business the ability to function will also be part
of the landscape for decades to come.



Part 4. Questions 6-10

For each word in bold type (6 - 10) from the text above give ONE equivalent (A, B or C). Use each letter

only once.
6.  way (section 1) 8.  unjustifiably (section 3) 10. stifle (section 4)
A. distance D. excessively A. restrict
B. method E. costly B. promote
C. aspect F.  reasonably C. shuffle
7.  combat (section 2) 9. vendor (section 3)
A. fight A. retailer
B. curb B. proprietor
C. catch C. mentor

PART 2 PART 3 PART 4

1 1 6

J 2 7

3 3 8

4 4 9

5 5 10
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Test 5

Part 1. Read the texts below and fill in the gaps choosing the correct word from the list on the right.

1 World growth strengthened in 2017 to 3.8 percent, with a notable | a. fick up
rebound in global trade. It was driven by an 1 recovery in | b. expansionary
advanced economies, continued strong growth in emerging Asia, | c. commodity
a notable upswing in emerging Europe, and signs of recovery | d. sentiment
in 2 exporters. Global growth is expected to 3 to | e. investment
3.9 percent this year and next, 4 by strong momentum, | f. supported
favorable market 5 , accommodative financial conditions,
and the domestic and international repercussions of 6 fiscal
policy in the United States.

2 Over the medium term, global growth is projected to decline to | a. fiscal
about 3.7 percent. Once the cyclical upswing and US 1 | b. recovery
stimulus have run their course, prospects for advanced economies | c¢. close
2 subdued given their slow potential growth. In emerging | d. remain
market and developing economies, in contrast, growth will remain | e. provide
3  toits2019asthegradual4  incommodity exporters | f. projected
anda5  increase in India’s growth 6 some offset to
China’s gradual slowdown.

3 Despite strong aggregate figures in the 1 forecast and | a. downside
buoyant market sentiment, the current momentum is not 2 b. buildup
Upside and downside risks are broadly balanced over the next | c. baseline
several quarters, but risks farther down the road are skewed to the | d. accommodation
3 . With still-easy financial conditions and persistently low | e. conditions
4 that has required protracted monetary policy 5 , | f. inflation
a potential further 6 of financial vulnerabilities could give | g. assured
way to rapid tightening of global financial 7 , undermining
confidence and growth.

4 The key challenge confronting policymakers is to ensure that the | a. repercussions
buildup of financial vulnerabilities is 1 while monetary | b. costs
policy remains 2 of the global recovery. Otherwise, rising | c. undermine
debt loads and overstretched asset valuationscould3 _ market | d. contained
confidence in the future, with4 __ that could put globalgrowth | e. downside
at risk. This report examines such a 5 scenario, in which a | f. supportive
repricing of risks leads to sharp increases in credit 6

1 1 2 3 4 5 6
2 1 2 3 4 5 6
3 1 2 3 4 5 6 7
4 1 2 3 4 5 6
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Part 2. Inthe extract below about the implications for productivity put the paragraphs (A, B, C, D, E)
in the correct logical order (1-5).

Manufacturing Jobs:
Implications for Productivity and Inequality

A. The second question arises because low- and middle-skilled workers have traditionally earned
higher wages in manufacturing than in services; a reduced employment share for manufacturing
would thus tend to worsen income inequality. Countries where inequality in labor earnings has
risen since 1980 have typically experienced a decline in the share of manufacturing employment.
But analysis of the mechanisms underlying that correlation has been sparse. Countries where
the share of manufacturing employment has declined more may also have been more exposed to
other inequality-enhancing trends (such as technological change and the automation of routine
tasks), with a consequent rise in labor income inequality within all sectors.

B. However, whether an expanding service sector necessarily weighs on economy-wide productivity
growth is an open question. The service sector comprises subsectors with potentially varying
productivity levels and growth rates; recent advances in technology and in the tradability of
services may have accelerated the productivity gains in some of them. The impact of the shifts
in employment shares on aggregate productivity would therefore depend on the exact mix of
subsectors that are gaining or losing share.

C.  Thisarticle will further prove this assumption. In many countries, manufacturing appears to have
faded as a source of jobs. In fact, the share in manufacturing employment in advanced economies
has been declining for nearly five decades. In developing economies, such employment has been
more stable, but among more recent developers it seems to be peaking at relatively low shares of
total employment and at levels of national income below those in market economies that emerged
earlier. The share of jobs in the service sector has risen almost everywhere, replacing jobs in either
manufacturing (mostly in advanced economies) or agriculture (in developing economies).

D. The implications of the reduced share of manufacturing in employment has been much debated,
with researchers and policymakers focusing on two questions: (1) Does it hinder overall growth?
(2) Does it raise inequality?
Regarding the first question, the growth of productivity and of income has historically appeared to
slow once factors of production begin to shift from manufacturing to services. This phenomenon
could be especially worrisome for developing economies where employment shares are
shifting from agriculture to services, bypassing manufacturing, given that skipping a traditional
industrialization phase could hinder their ability to narrow income gaps vis-a-vis advanced
economies.

E. Thus, changes in the share of manufacturing jobs in employment have been accompanied by even
more diverse changes in the output share of manufacturing across countries. Moreover, a few
developing economies have experienced sizable increases in the share of manufacturing in both
employment and output since the early 1970s, most notably China. This heterogeneous picture
could reflect reallocation of production across countries or country variations in the demand for
manufactures, or a mix of both. This conclusion warrants longer-term review and more profound
further research.
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Part 3. Questions 1-5
Read the article below about benefits of recession. From the list of headings (A - F) choose the correct
heading for sections 1 - 5. Use each letter only once.

A.
B.
C.
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Sin industries in hard times D. Discount retailers in economic downturn
Invest according to economic cycle E. Service industries in hard times
Business surviving in bad times F. Benefits of recession

Industries that Thrive on Recession

It makes sense that as budgets feel the strain of an economic downturn, people turn to the stores
that offer the most for the least. Discount retailers like Wal-Mart Stores Inc. do well at any time,
but they can suffer in periods of prosperity as people with money buy higher-quality goods at
other outlets. To remain competitive, these retailers are forced to upgrade their product lines and
change the focus of their business from thrift to quality. Their profits suffer from either lost sales
or less margin on the goods they sell.

In hard times, however, these retailers excel by going back to core products and using vast
economies of scale to give cheap goods to consumers.

In bad times, the bad do well. Although it seems a little counterintuitive, people patronize the
sin industries more during a recession. In good times, these same people might have bought new
shoes, a new stereo or other, bigger-ticket items. In bad times, the desire for comforts doesn't
leave, it simply scales down. People will pass on the stereo, but a nightly glass of wine, a pack of
cigarettes or a chocolate bar are small expenditures that help hold back the general malaise that
comes with being tight on cash.

In the service industry in recessionary times companies and families are willing to take on more
work themselves to save money. A certain class of service providers will see an upswing during
hard times, though. Companies that specialize in repairing, upgrading and maintaining existing
equipment and products thrive as more clients focus on working with what they have rather than
buying something new.

Inarecession, simply carrying on with business as usual can be an achievement. Pharmaceuticals,
healthcare companies, tax service companies, waste disposal companies and many others are
in a category that can manage to survive while other companies suffer. This is simply because
people get sick, get taxed and die no matter what the state of the economy. Sometimes the most
boring businesses offer the most consistent returns.

The biggest benefit of hard times is that companies get hurt for inefficiencies that they laughed
off in better times. A recession means general fat trimming for companies, from which they
should emerge stronger, and that's good news for investors.

One of the best signs is a company in a hard-hit industry that is expanding anyway. For example,
McDonald's Corp. It continued to grow in the 1970s downturn, even though restaurants generally
suffered as people cooked rather than going out to eat.



Part 4. Questions 6-10

For each word in bold type (6 - 10) from the text above give ONE equivalent (A, B or C). Use each letter

only once.
6. strain (section 1) 8. take on (section 3) 10. expanding (section 5)
A. pressure A. look after A. shrinking
B. release B. move on B. growing
C. drain C. undertake C. disappearing
7. thrift (section 1) 9. consistent (section 4)
A. economizing A. steady
B. generosity B. annual
C. extravagance C. comprehensive
PART 2 PART 3 PART 4
1 1 6
2 2 7
3 3 8
4 4 9
5 5 10
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Answer key

TEST 1

PART 1

1 1B 2E 3D 4A SF 6 C

2 1B 2D 3E 4 A SF 6C

3 1D 2B 3E 4G SA 6C 7TF

4 1 C 2E 3JA 4 D 5B 6 F

PART 2 PART 3 PART 4

1 D 1 E 6 C
/. C /i A 7 B
3 E 3 B 8 C
4 B 4 D 9 A
5 A 5 F 10 B
TEST 2

PART 1

1 1D 2C 3B 4 E 5A 6 F

2 I E 2A 3B 4F 5D 6C

3 1 D 2G 3B 4 F 5C 6A TE

4 1E 2C 3B 4 F 5A 6D

PART 2 PART 3 PART 4

1 D 1 D 6 C
% C % B 7 B
3 B 3 C 8 B
4 E 4 A 9 C
5 A 5 E 10 C
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TEST 3

PART 1

1 1C 2 E 3B 4 F 5D 6 A 7G

2 1C 2 E 3F 4D 5B 6 A

3 1 C 2 A 3 E 4 F 5B 6 D

4 1 E 2 A 3D 4 F 5C 6B

PART 2 PART 3 PART 4

1 B 1 D 6 C
2 C 2 A 7 B
3 A 3 C 8 B
4 D 4 F 9 C
5 E 5 B 10 C
TEST 4

PART 1

1 1B 2C 3A 4 E 5F 6 D

2 1 B 2F 3A 4E 5C 6D

3 1 D 2 A 3F 4 C 5B 6E 7G

4 1D 2B 3E 4 C SF 6A

PART 2 PART 3 PART 4

1 A 1 D 6 B
2 C /. E 7 A
3 B 3 A 8 A
4 E 4 F 9 A
5 D 5 C 10 A
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TEST 5

PART 1

1 1E 2C 3JA 4 F 5D 6B

2 I A 2D 3C 4B SF 6E

3 1 C 2G 3JA 4 F 5D 6B TE

4 1D 2F 3C 4 A SE 6B

PART 2 PART 3 PART 4

1 D 1 D 6 A
/i A % A 7 A
3 C 3 E 8 C
4 B 4 C 9 A
5 E 5 F 10 B
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Supplement

Glossary

Test 1

become more resilient to potential shocks

benefit from a further broadening and deepening
of financial markets

boost inflation
boost trade and competition

budget surpluses cutting gross public debt

cement macroeconomic stability

challenge of sustaining or even accelerating
shocks

declining poverty rates

encourage private investment

enhance prospects for higher potential output
face the challenge

facilitate the buildup of the fiscal reserve

favourable international financial environment

foreign direct investments (FDI)

generate sufficient jobs

increase confidence in the banking sector

increase the depth and liquidity of capital
markets

manage macroeconomic impact

need to monitor risks

raise the capital stock

CTaHOBUTLCS OoJiee YCTOfIqHBbIM K BO3MO2KHBIM
IIOTPACCHUAM

BOCIIOJIB30BaThCS TPEUMYIIIECTBAMU PACIITUPEHUS
U cTabuiIm3anum (pMHAHCOBBIX PHIHKOB

pPEe3KO0 MOBBIIIATh UHMISALINIO
CIMOCOOCTBOBATh POCTY TOPTOBIM U KOHKYPEHLIMHA

OI0MKEeTHBIN MPOGULIUT, COKpAIAIOIIUii COBO-
KYIHBIA rOCYy1apCTBEHHBIN TOJIT

YKPECILUIATD MaKPO3KOHOMMNYECKYIO CTaOMJIBHOCTD

npo0bJjieMa YCTOMUMBBIX U 1aXKe YCUIUBAIOLINXCS
MOTPSACEHU

CHUXXEHME YPOBHS OCTHOCTHU

CTUMYJIMPOBATh YaCTHbIC MHBECTULINH
CITOCOOCTBOBATh POCTY 0OBEMA ITPOM3BOACTBA
CTOJIKHYThCSI C TIpOOJIeMOiA

CITOCOOCTBOBATh HapallMBaHUIO OIOIKETHBIX
pe3epBOB

OylaronpusTHasI MeXIyHapoaHast (puHaHcOoBasI
cpena

IIpAMbIE MHOCTPAaHHBIC MTHBCCTULINHN

co3aaBaTb 10CTATOYHOC KOJINYCCTBO pa60‘H/IX
MECT

ITIOBbBIIIATDb JOBEPUC K 6aHKOBCKOMy CCKTOpY

MHOBBILIATh OOBEM U JIMKBUIHOCTDb PBIHKOB KaIll-
Tajaa

CIPABUTHCS C MAKPOIKOHOMMYECKUM BO3/IET -
CTBUEM

HEO00XOAUMMOCTb KOHTPOJIMPOBATh PUCKU

HapalllMBaThb 3aIl1aChbl KalnuTajia
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reduce asset market volatility
reduce poverty

robust global growth

spending restraints

strong foreign exchange inflows

underpin strong growth

Test 2

achieve tightening through fiscal restraints

advance economic and fiscal integration

average world integration rate

complement fiscal consolidation by structural
reforms

consumer price inflation

depend on transparency and well-functioning
markets

desirable fiscal consolidation
external vulnerabilities

highly illiquid equity and bond markets

inflationary pressures

influence the conduct of banks and other
financial intermediaries

insure against risks
keen competition among banks

lack of liquid markets for banks shares

mitigate demand pressures
monetary policy tools
most notable achievement
outpace other countries
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CHIXXaTh HECTAOMJIBHOCTb PHIHKOB KaruTasa
CHUXXaTh YPOBEHb OETHOCTU

MOIIHBIA MUPOBOM 3KOHOMMWNYECKUAA POCT
OrpaHUYECHUE PACXOIOB

3HAYUTEJbHBIA MPUTOK BATIOTHI

MOAAEPKUBATh YCTOMUYMBBIA S KOHOMUNYECKUIA
pocT

JOOUThCS Y2KECTOUYCHUA IMOCPEACTBOM OromKeT-
HbIX OrpaHI/IquI/Iﬁ

CITOCOOCTBOBATH SKOHOMUWYECKOU M OFOIKETHOMN
UHTErpaluuu

CPEIHME TEMITBI MUPOBOI UHTETPALIUU

COMPOBOXIATh CTAOMIN3ALIMIO OIOAXKETA CTPYK-
TypHBIMU pedpopMaMu

UHOJSILIMS TOTPEOUTETLCKUX LIEH

3aBUCETh OT PO3PAUYHbIX U CTAOMILHO (PYHKIIMO-
HUPYIOLIUX PIHKOB

HeoOxonmMad cTadmwIn3anus OoIKeTa
BHEIIHEAKOHOMMUYECKAI HECTAOWILHOCTD

Ype3BbIYAMHO HEJIMKBUIHbBIE PHIHKU aKLIUIA U
LIEHHBIX Oymar

l/IHCl).HﬂLlI/IOHHOG JaBJICHUC

BJIMSITh Ha TTIOBeICHUE OAHKOB U IPYryX (hMHAH-
COBBIX MOCPEAHUKOB

3alIMIIATh OT PUCKOB
ocTpasi KOHKYpeHLIMs cpear 0aHKOB

OTCYTCTBME JTMKBUIHBIX PHIHKOB 0AHKOBCKMX
Ak

CHM2KAaTb JaBJICHUE CO CTOPOHLI CITpOCa
UHCTPYMEHTBHI MOHETAPHOM MOJIUTUKUA
HauOoJiee 3aMEeTHOE JOCTUKEHUE

OOTOHSITh ApYrue CTpaHbl



prices falling precipitately

provide discipline of corporate governance

rapidly rising indebtedness of the private sector

revitalizing growth

severe drop in commodity prices
sluggish growth
subordinated debt

top-performing emerging economies

yield a vibrant regional economy

Test 3

absorptive capacity of financial markets

abundant reserves
apparent reversal of the downward trend

be behind the commodity boom

be on a downward trend

bring a significant slowdown in growth

broadening deterioration of credit
contraction in the supply of private sector credit
credit market turbulence

crisis originating in a small segment of the US
mortgage market

debt-financed current account deficit

enhance the functioning of global commodity
markets

extent of balance sheet adjustments

CTPEMUTEIILHOC ITaACHUEC LICH

BBOAUTD AUCHUTIMHAPHBIE MEPHI KOPIIOPAaTUBHO-
r'o yrIpaBJIeHUS

OBICTPO pacTylasl 3a0KEHHOCTbh YAaCTHOTO
ceKTopa

DKOHOMUYECKHUI POCT, CTOCOOCTBYIOIIMIA OXKIUB-
JIEHUIO

pe3Koe MaaeHUe MOTPEOUTETbCKUX LIEH
BSIJIBIA POCT
JIOJIT BTOPOM o4Yepean

pa3BUBaIOMeCA CTpaHbl C BBICOKMMHU I10OKAa3aTC-
JIAMUN

IIPUBOAUTDH K O2KMBJICHNIO 9KOHOMUKHU PETUOHA

MOTJIoNIaIIasi CIOCOOHOCTh (DMHAHCOBBIX PhIH-
KOB

U30BITOUYHbIE PE3CPBLI
OUYEBUIHBIA BO3BpaT Tp€HIa Ha IOHM2KCHUE

CTOATD 3a pE3KUM IMOABEMOM TOBAPHOI'O ITPOU3-
BOACTBa

MMETb TCHACHIINIO K IIOHM2KEHUN IO

BbI3BATb 3HAYUTCJIbHOC 3aMCAJICHNEC TEMITOB 3KO-
HOMMNYECKOTI'O pOCTa

pacipsionieecs: CHUXKeHre KpeauToOBaHUsI
COKpallleHHe KpeIUTOBAaHUS YaCTHOTO CEKTOopa
MOTPSICEHUS] Ha KPEIUTHBIX PhIHKAX

KPM3KC, BOBHUKAIOLIUI B HE3HAUUTEJIbHOM CEr-
MeHTe nunoredyHoro poiHka CIITA

JeduuunT TeKyllero 6amaHca, GUHaAHCUPYEMBIN 3a
CYET JoJra

yIy41IaTh (QYHKIIMOHMPOBAaHUE MUPOBBIX TOBap-
HBIX PHIHKOB

CTerneHb KOPPEKTUPOBKHU OajlaHca
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global slowdown forcing painful adjustment

inflation-adjusted prices

lead to external financing challenges

macroeconomic vulnerabilities

make countries responsive to deterioration in
the external environment

policies mitigating the impact of rising food
prices

protectionist measures contributing to global
market tightness

prove resilient to the financial turmoil

put added pressure on systemically important
financial institutions

reach record highs
resort to protectionism
risk of credit crunch

risks spilling over to global markets

sustain flows into emerging markets assets

Test 4

access to foreign currency liquidity
analysis of cross-border financial linkages

be of paramount importance

commit large resources to recapitalize financial

institutions
concerns about fiscal sustainability

crises exposing weaknesses

crisis that originated in growing external deficits
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MUPOBOM 3KOHOMUYECKUN CIIald, BBIHYKIAIOIIUIA
npuberaThb K HEIMOITYJIIpHbIM Mepam

LEHBI C HOHpaBKOﬁ Ha I/IH(I)J'[HHI/IIO

OPUBOIUTD K MTpobOIeMaM BO 00JIACTU BHELLIHETO
(prHaHCUpOBaHUSI

MaKpO3KOHOMMNYECKasA HeCTaOUJIbHOCTh

3aCTaBJISITh CTPaHbl OBICTPO pearupoBaTh HA YXYII-
IIEHWE BHEITHEN CpeIbl

MEPbI, HAITPaBJIE€HHbIC HA CMATYECHUEC BO3IEH-
CTBUA paCTyLIUX IEH Ha MPOAYKTbI TUTaHUA

MPOTEKIIMOHUCTCKHUE MEPHI, CIIOCOOCTBYIOIIINE
YV2KECTOUEHMIO HA MUPOBBIX PhIHKAX

0OKa3aTbCA YCTOﬁqHBbIM K d)HHaHCOBI)IM IIoTpACE-
HUAM

OKAa3bIBAaTh JOIIOJIHUTEIILHOE BO3ICUCTBUE HA
CUCTEMHO-3HAYMMbIC MHCTUTYTbL

JOOCTUYb PEKOPIHOTO YPOBHSI
MpUOEraTh K MOJUTUKE MPOTEKIIMOHU3MA
PUCK KPEIUTHOTO KpHU3Kca

PUCKHU, paCIIPOCTPAHSIIONINECS] HA MUPOBBIE PhIH-
KU

noaaCpKMNBaTh ICPECTOK KallMTala B aKTUBbI pa3-
BUBaIOMuMXxXcsa pbIHKOB

JOCTYM K BATIOTHBIM JIMKBUAHBIM CPEICTBAM
aHaJI13 TpaHCTPaHMYHBIX (DMHAHCOBBIX CBSI3Ei
UMETh MePBOCTEINICHHOE 3HAUeHe

BBIIEJISITH OTPOMHBIE PECYpPChl Ha peKanuTaau3a-
11110 (P)MHAHCOBBIX UHCTUTYTOB

03a004YEHHOCTb YCTOMYMBOCTHIO OI0KEeTa
KPHU3MCHI, BCKPBIBAIOIIME HETOCTATKA

BO3HUKATDb B pE€3yJIbTaTC pOCTa BHCILIHETO I[G(I)I/I-
ouTa



deficits financed by banks and private investors

deteriorating economic fundamentals

drying up external funding
ease monetary policy

ease the stress in the money market

have access to financial support

in the case of growing macroeconomic
imbalances

increasing risk aversion

investors’ confidence in governments’
creditworthiness

perform better in period of distress

provide fiscal stimulus
provide liquidity support
push up interest rates
push up sovereign spreads

raise capital or liquid funds

raise private savings rates

remake the international financial system

result in tighter lending standards

reveal major deficiencies in international
coordination

revise the world’s “financial architecture”

slow down credit extension

stop the sharp contraction in private sector
demand

systemic financial crisis

neUIUThl, pUHAHCUPYEeMble OaHKAMU U YaCTHBI-
MM MHBECTOpAMU

yXyaumaromueca 0a30Bble 9KOHOMMUYECKME ITOKa-
3aTcJin

yMeHblIIalollieecsl BHellIHee (MHAHCUPOBaHUE
CMSITYaTh IeHEKHO-KPEAUTHYIO TTOJIUTUKY

CMSITYATh HAMPsDKeHUE HA PhIHKE JTIMKBUIHBIX
CPEeICTB

UMETh JOCTYIT K (DPMHAHCOBOI MOAIEPKKE

B CJIyyae pocTa MaKpO3IKOHOMUYECKOTO A1cha-
JaHca

BOo3pacTaroumec HENpUATNE puCKoOB

YBEPEHHOCTb MHBECTOPOB B KPEAUTOCIIOCOOHOCTHU
rocyaapcTba

JEMOHCTPUPOBATD JYUIIHNE ITOKA3aTCJIU B IICPUO-
AbI CITaaa

obecrieuynBaTh (I)I/IHaHCOBbIC CTUMYJIbL
IoAACPKMBATDL YPOBCHD JIMKBUIHOCTHU
PE3KO IMOBLIIATh MPOLECHTHBIC CTAaBKU
YBCIMYUBATL CIIPOALI 11O rocooIurauusim

YBCJINYUBAThb 00BbEeMbI KAITUTAJIOB WU JIMKBUIHDBIX
CpcacTB

MOBbIIIATh MIPOLIEHTHYIO CTaBKY 110 YaCTHBIM
cbepexxeHusIM

rnepecTpauBaTh MUPOBYIO (PMHAHCOBYIO CUCTEMY

IIPUBOAUTD K Y2KECTOUYCHUIO CTAHAAPTOB KPEANUTO-
BaHUA

BCKPbIBATDb I'TaBHbIC HCAOCTATKH B MI/IpOBOfl KO-
opauHannmn

rnepecMaTpuBaTh MUPOBYIO (PUHAHCOBYIO apXu-
TEKTYpYy

3aMCIJIATD er,[[PITHbIﬁ POCT

OCTaHaBJIMBaTb PE€3KOC€ COKpalllCHME CIIpOCa B
YaCTHOM CEKTOPEC

CUCTEMHBIN (DMHAHCOBBIA KPU3KUC
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take unprecedented actions in response to

undermine the effectiveness of fiscal stimulus
measures

undertake adjustment programs

weak and incomplete supervision

world’s leading economies launching a major

effort

Test 5

surge of capital inflows
absorb losses

amid the global turmoil
anchor inflation expectations

be funded through loans or capital transfers

buildup of reserves

by the time the financial crisis erupted
dampen potential fears of inflation
direction and magnitude of reform
exchange rate appreciation

experience financial vulnerability

face tight interbank liquidity

fiscal tightening
go bust
international liquidity squeeze

liquidity risk management

loan loss provisions

mature bonds
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MpeanpuHUMaTh OecrpeleIeHTHbIE MEPbl B OTBET
Ha

noapsiBaTh 3¢ (HEKTUBHOCTh MEP (PUCKATIBHOTO
CTUMYJIMPOBaHUS

MPOBOAUTH ITPOrpaMMbl KOPPEKTUPOBKU
CJa0bIii U HEIOCTAaTOUHBIN HaA30p

Beyll1i€ MUPOBbIE 9KOHOMUKM, TIPEANPUHUMAIO-
LLIME CYILIECTBEHHbIE 111aru

pe3Koe yBeJMYeHue IMpUToKa Kanuraia

OpaTh Ha ce0sl YOBITKU

Ha (poHe 17100aJIbHO HECTaOMIbHOCTU
3a(pMKCUPOBATh OXKMIAEMbIN YPOBEHb MHMISLIMA

(bmHaHCUpPOBATHCA 3a CUET 3aiIMOB WJI TPAHC-
(epToB

HapallluBaHUE PE3epPBOB

KO BpeMeHM Havayia (PMHAHCOBOTO KpM3Kca
MOHU3UTh UHMISIIUOHHBIE OXUIAHUS
HampaBjieHre U MaciTad pedhopm

POCT OOMEHHOTO Kypca

HaXOOUTbHCS B YCJIOBUSIX (PTHAHCOBOM HECTaOMJIb-
HOCTH

CTOJIKHYTbLCA C OCTpOﬁ HEXBAaTKOM JIMKBUIHOCTU
Ha MexXO0aHKOBCKOM PBIHKE

YKeCTOUCHME OI0IKETHOM IMOJTUTUKHI
00aHKPOTUTHCS
HeXBaTKa JIMKBUIHOCTU Ha MUPOBOM PBIHKE

yIpaBJIeHUE pUCKAMU pacripeaeeHUsT TUKBU/I -
HBIX CPENICTB

pe3epBbl ISl TOKPBITHUST YOBITKOB BCIEACTBUE He-
BO3BpaTa Kpenura

06J'II/II’3,]_[I/II/I, BbIXOIAIINUE B TUPAXK



over-the- counter derivatives market
promote the safety of a financial system

unwind monetary policy support

withdrawal of short-term external funding

Test 6

come to the fore
curb capital inflows

dampen the impact of excessive volatility

experience a strong rebound

external indebtedness

implement fiscal consolidation plans

keep monetary policy accommodative

launch credit to small firms
sluggish bank credit
subdue wage pressures

subsidies targeted at medium-sized firms

suffer financial shocks

volatile flows

Test 7

alleviate funding pressure

buffer economies against the global financial

Crisis
deteriorate financial conditions

expose Asia to serious risks

PBHIHOK IE€PUBATUBOB BHE (POHIOBOM OUPXKU
MOBbIIIATh 0€30MaCHOCTb (PUHAHCOBOI CUCTEMBbI

0CJIa0IITh NOAAEPXKKY CPEACTBAMU I€HEKHO-
KPEIUTHOM ITOJIUTUKU

OTKa3 OT KPaTKOCPOYHOT'O BHEIITHETO (PMHAHCH -
pOBaHUS

BbIIBUT'aTbCA HA HepeI[HI/Iﬁ I1aH
CACPKMBAThL IIPUTOK KalluTajia

0CJIa0IITh BO3ACUCTBUE U3JIMIITHEN HECTAOUIIb-
HOCTHU

Ha0JI10AaTh YBEPEHHBI BbIXOJI 3 KOHOMUKHU U3
pelieccuu

BHCIIHAA 3a00J2KEHHOCTD

OCYHICCTBJIATD IVIAHLI 110 O340POBJICHUIO o101~
XKETa

COXpPaHATDb alalTUBHBIN XapaKTep ACHCKHO-
erHHTHOﬁ ITIOJIMTUKHN

HayaTb KpeIUTOBaHKWE Majioro OM3Heca
BsiJlasi KpeIMTHAsI AesITeJIbHOCTh OAHKOB
cAepXX1BaTh TPeOOBaHMS MTOBBIIIIEHUS 3apIIaThl

cyoCcUauM, TIpeIHa3HaYECHHBIE [IJIST CPEIHEro On3-
Heca

MCIIBIThIBATb (1)I/IH8.HCOBBIC IIOTPACCHUSA

I/IBMGH‘H/IBBIG/HCCT3,6I/U'[BHBIG IIOTOKHA

CHMKAaTb KPCAUTHOC JaBJICHUC

3allMIIATh 9KOHOMMKHU OT IN100aIbHOIro (hpMHaH-
COBOTO KpHU3uca

yXyAlaTh (pMHAHCOBOE COCTOSIHUE

MoJBEPraTh a3UaTCKUI PETMOH CEPbE3HBIM PU-
CcKaMm
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fragile global economy

increase the impact of deleveraging by banks

intensify strains and fragilities in different
countries

limit adverse financial market spillovers

monetary accommodation

rein in an overheating economy
reinforce policy efforts

resolve the debit crisis

risk spread

robust credit growth

stabilize market sentiment

worsen growth prospects

Test 8

against this backdrop
avoid the fiscal cliff

expansionary macroeconomic polices

fiscal contraction

foster business and investment regimes

invest heavily

provide room for gradual monetary tightening

rebuild sufficient space for policy maneuvering

return fiscal balances to healthy precrisis levels

strains on the budget
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HecTaOuIbHasI MHUpOBasgd 3KOHOMUKHN

MOBbIIIATh 3(P@EKT OT 0TKa3za 6aHKOB UCIOJIb30-
BaTh 3a€MHbBIE CPEICTBA

YCUINBATb HAIIPSAKCHUE U HECT aOUJIbHOCTb

CIAEpKMBATh HETaTUBHbBIE BO3ACUCTBUS HA (DUHAH-
COBBII PBIHOK

JIEHEXXHO-KPEIUTHOE PETYIMPOBaHUE
CIIPABJIATHLCS C TIEPErPeBOM B 9KOHOMHUKE
YCUJIMBATh MEPhI

pa3peniaTh KpU3Mnc 1eOUTOPCKOM 3a10/3KEHHOCTH
pacnpeneieHne pucka

MOILHBIA POCT KPEAUTOBAHUS

CTaOMIM3UPOBATh OXKUIAHUS PhIHKA

yXyauaTb NCPCIICKTUBLI 9dKOHOMUNYCCKOT'O pOCTa

Ha 3ToM (poHe
n3oeraThb OI0IKETHOTO OOphIBa

MaKpO3KOHOMUYECKas MOJIMTUKA, HallpaBJicHHast
Ha CTUMYJIMpOBaHUE POCTa

COKpallleHWe HAJIOTOBBIX MOCTYILJIEHUIA

CIIOCOOCTBOBATh CO3JaHUIO 6H3F01'[pI/I$ITHOI‘O pe-
>K1Ma 111 OM3Heca u MHBECTUPOBAHUA

MHBECTUPOBATH B OOJILLINX OObEMaX

IMOATOTOBUTBCA K IMOCTECIICHHOMY Y2KECTOUYCHUTIO
MOHGTapHOﬁ IIOJIUTUKHN

co31aTh 00JIbIIIE TTPOCTPAHCTBO /I MaHEeBpa

BEPHYTh OIOMKETHBIN OajlaHC K YCTOMYUBOMY J0-
KPU3MCHOMY YPOBHIO

HarpyskKa Ha OIoIXeT



Test 9

accommodative monetary policy CTUMYJIUPYIOLIAs AEHEXXHO-KPEAUTHAs MOJIUTHUKA

avoid a premature withdrawal of monetary n30erathb MpexXaAeBPEeMEHHOI0 0TKa3a OT JCHEX-

accommodation HOTO CTUMYJUPOBAHUS

avoid financial disruption n3beratb Kpaxa (pMHaHCOBOI CUCTEMBI

broad-based financial stress 3HAYUTEJIbHbIe (DMHAHCOBBIEC MOTPSICEHUS

contain the impact of exchange rate CIep>X1UBaTh BO3AEMCTBUE TMTOHMXKEHUST BAJIIOTHBIX

depreciation KypCOB

corporate tax cuts COKpallleHWe HAJIOroB Ha MPpUObLIbL KOPpHOpALIUiA

diminish downside risks CHIXXAThb PUCKMU, CBSI3aHHbBIE C MOHIKEHUEM T10-
KaszareJss

facilitate external adjustment COCOOCTBOBATh KOPPEKTUPOBKE BHELIIHUX YCJIO-
BUM

fiscal consolidation as a driving force (buckanbHast KOHCONMAALMS KaK ABMKYIask cuia

foreign exchange intervention BaJIIOTHAsI MTHTEPBEHLIUS

high risk aversion on the part of investors HEMpUSTUE BBICOKUX PUCKOB MHBECTOpPaMU

inflation outlook MPOTrHO3 110 UHPISALIUN

less favorable external financial environment MeHee OarornpusTHas (pMHaHCOBas cpeaa

maintain the supportive stance of monetary MPOIOJIKATh KYypPC MOAACPKAHUS SKOHOMUYECKOM

policy CTaOMJIBHOCTU 3a CYET IEHEeXKHO KPEeIUTHOM MO~
JIMTUKU

monetary easing CMSITYEHUE IEHEKHO-KPEIUTHOMU MOJTUTUKI

offset the impact of the consumption tax hike KOMITIEHCUPOBATh CTPEMUTEJILHBIN POCT Hajiora

Ha ToTpebyieHue

outright deflation siBHas1 aeIIsiust

receding risks yYMEHbIIAOLINECs PUCKU

respond to changing fundamentals pearupoBaTh Ha U3MEeHEHNe 0a30BbIX MTOKa3aTe-
Jnen

smooth volatility CHM3UTb HEMPEeJICKa3yeMOCThb

sustained low inflation yaepKuBaeMasi Ha HU3KOM ypOBHE UHQJISILIUS

unconventional monetary policy HETpaaULIMOHHBIE MEePbI J€HEXXHO-KPEeIUTHOM
MOJUTUKU

underpin domestic demand MOAAEPXKUBATh YPOBEHb BHYTPEHHEro crpoca

weather turbulence MEPEXUTh KPU3KUC
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Test 10

advance labor market reforms
amplify sovereign debt crises
analyze debt sustainability
balance sheet mismatches

be a drag on the recovery

cast a shadow on recovery

concern arising from a sharp slowdown

despite setbacks

drive growth by a bounce back in domestic
demand

enhance debt resolution frameworks

in the wake of the global financial crisis
intangible public goods
legacies of the precrisis boom

manage risks from market volatility

negligible slack
precipitate financial instability

protracted week growth

rapid buildup of leverage

restore financial market functioning
shadow banking

sovereign bank feedback loops

stem from sharp tightening in global financial
conditions

subdue investment
translate into a pick-up in investment

under the baseline projections
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MPOJABUTaThCs B pedOpMUPOBaHUS pbIHKA TpyAa
yCYIy0JISITh TOCYIapCTBEHHbIE JOJITOBbIE KPU3UCHI
aHaJIM3MUPOBATh MIPUUMHBI 3aTSHYBILIETOCS 10Jra
HECOOTBETCTBUS B OaJaHCOBBIX OTYETaX
TOPMO3UTh MPOLECC 0310POBICHUS IKOHOMUKU
OCJIOXHSITb 0310POBJI€HE€ YKOHOMUKU

06CCHOKO€HHOCTB, BbI3BaHHAaA PE3KMUM 3aMCIJIC-
HHUEM

HECMOTpPA Ha C1ian

CTUMYJHUPOBATh SKOHOMUYECKUI POCT 3a CYET
BOCCTaHOBJIEHUSI YPOBHSI BHYTPEHHETO CIpoca

COBEPIIIEHCTBOBATh MPOLIEIYPY MOTallIeHUsI
JOJITOB

BCJIel 32 MUPOBBIM (DMHAHCOBBIM KPU3HCOM
HeMmaTepHaJibHbIe O0ILIECTBEHHBIX OJ1ara
MOCJIEACTBUSI NPEIKPU3UCHOTO MOAbeMa

CIIPABJISITHCS C PUCKAMU, BBI3BAHHBIMU HECTA-
OMJIbHOI cUTyallMeld Ha PhIHKE

HEe3HAYUTETbHBIN CIIajl
YCKOPUTH POCT HECTAOMIIBHOCTH

3aTSIHYBIIMIACS (IJTUTEIbHBIN) C1a0blii 3KOHOMU-
YEeCKUM pOCT

OBICTpOE HapalllMBaHUE 3a€MHOTO KaItnuTaia
BOCCTAaHOBUTH pabOTy (PMHAHCOBBIX PHIHKOB
TeHEeBOW 0aHKOBCKUI1 CEKTOP

B3aMMOCBSI3b TOCYIapCTBEHHBIX 0AHKOB

BO3HUKATh B pe3yJIbTaTe Pe3KOro y>KeCTOUeHUSI
(piHAHCOBBIX yCIOBUI

MOJABISITh UHBECTUPOBAHNE
MPUBECTU K POCTY MUHBECTULIMIA

B COOTBETCTBUM C 0A3MCHBIMU IIpOTrHO3aMu



Test 11

abate deflationary pressures

adjust policies in the right direction

adopt a debt ceiling extension

avert negative global spillovers

direct cross—border landing
experience bouts of volatility

lingering risks of more protected low growth

loosen monetary conditions
market confidence
retrenchment of European banks

set the stage for normalization of monetary
policy

tail risks

translate business investment into more
balanced growth

0CJIabaITh e (ISILMOHHOE JaBJIeHE

KOPPEKTUPOBATH MOJUTUKY B HY>KHOM HarmpaBJie-
HUU

YCTAaHOBUTDL MMPEACJIbI YBCJIIMYCHUA JOJIra

MpeaoTBpallaTh HEraTUBHBIC IJI00ATbHbBIC TTOO0Y-
HbIe 3 PEKTHI

IIpAMOE€ TPAHCTPAHNUYHOC KPEANUTOBAHUEC
UCHOBITHIBATh BCIJIECKU HECTAOMJIBHOCTHU

3aTAHYBIIUECA PUCKHU ITPOIAOJIZKUTECIbHOTO HU3KO-
'O OKOHOMMNYECKOTI'O pOoCTa

CMSITYaATh IEHEXKHO-KPEIUTHYIO ITOJIUTUKY
JIOBEpHE K PBIHKY
COKpallleHHE pacXod0B eBPONEHCKIX 0aHKOB

3aJIOKUTHL OCHOBLI IJId HOpMaJIU3alluu JCHCXKHO-
erI[PITHOﬁ IIOJIMTUKHN

PUCK MaJIOBEPOSITHOTO COOBITHS

HAaIIpaBJIsATh OM3HEC MHBECTUIIMM Ha MOIAepKa-
Hue 60Jiee cOaTaHCUPOBAHHOTO YKOHOMUYECKOTO
pocTa
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