Chapter 3

Borders and Barriers
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AKiE: EU, EC, EP, economic integration, single market, euro
zone, money and bond markets, secured/unsecured market,
eurobond market, equity investor, stock exchange, clearing
and settlement systems, pooled accounts, capital market,
retail financial services

%W & : shine a light on, a strand of, in
somebody’s/something’s wake, in favor of, dry up, leave off,
do away with, account for
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1) One useful strand of research led by Andrew RoOse, an
economist at the\University of California at Berkeley, suggests
that thanks to the single currency, intra-European trade should
fairly quickly double or even treble in valume. (58 5001 285-84T)

2) True, the single currency willlmake it easier for consumers to
compare prices. But the starting point for.this change is that
Europe currently has heterogeneous customers who largely
buy heterogeneous products with different ingredients, labels
and packages. Much else will need to converge before prices

do. (ZES51UHE3IBFH2-517)

3) The interbank unsecured-money market, for instance, is in
effect pan-European, with large banks successfully feeding
liquidity to smaller, national banks. The secured market has
been less successful, largely because its very existence has
exposed problems in the underlying infrastructure that can
make it difficult to transfer collateral. (385271 58 1-447)
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4) The interbank unsecured-money market, for
Instance, Is, in effect; pan-European, with large
banks successfully feeding liquidity to smaller,
national banks. The secured market has been less
successful, largely because its very existence has
exposed problems in the underlying infrastructure
that can make it difficult to transfer collateral. (352
W 1-447)

5) In the early part of this year it provided a flood of
liquidity to telecoms issuers as equity
Investors’ enthusiasm for that industry dried up.
The issuance has since also dried up, but it
represented progress. (5852171 555-84T)
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® 1./ The Euro

The jadvantages of the Euro
Elimination of exchange-rate fluctuations
Price transparency

Transaction costs

Increased trade across borders
Increased cross—border employment
Simplified billing

Expanding markets for business
Financial market stability
Macroeconomic stability

Lower interest rate
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@ Disadvantages and Risks of thg Euro
The cost of transition

necessary training

economic shock

adjusting interest rates

adjusting exchange rate

government spending

political shock
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European Economic Cammunity (EEC)
Bretton Woods System
The Werner Report
Economic and Monetary Union
European Monetary System (EMS)
Single European Act

(Please refer to the text for details)
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@ Andrew K. Rose

® Professor of Economic Analysis and Policy, Haas School of
Business, University of California Berkeley."Managing Editor of
The Journal of International/ Economics (1995-2001). Acting
Director, International Fince and Macroeconomics Program of
the NBER, (1996-1999). Ph.D. Massachusetts Institute of
Technology (1983-1986).
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University-of California at
Berkeley

® The University grew with the rapidly expanding population
of California and responded’ to the educational needs of
the developing state. As early as 1960’s, Berkeley was
recognized by the American Council on Education as “the
best balanced distinguished university in the country.”
Today, it is one of the best known universities in the
world.
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SubTamanian Rangan

® Associate Professor of Strategy/and.Management

® Subi Rangan received an MBA from the\MIT Sloan School of
Management and a Ph.D. from Harvard. University. His
research and teaching interests revolve around the
strategic and managerial challenges facing multinational
firms. In 1998, Professor Rangan won the Academy of
International Business’ Eldridge Haynes Prize (awarded
biennially to a scholar under forty) for the best
original essay in international business. In 1995, that
academy awarded their Best Dissertation Award to his
doctoral thesis. In 1998, Professor Rangan won the
Outstanding Teacher award (and was nominated again in
1999) for his MBA elective course on global strategy and
management.




INSEAD (W} H & H 5 )

& JINSEAD is widely ‘recognized among'the world s/ top—tier

business schools as one off the mest innovative and
influential. It is the only business ‘school with full-
fledged campuses in Asia (Singapore) and Europe
(Fontainebleau). Currently, 144 faculty. members teach
more than 870 MBA students, 6,400 executives and 71 PhD
students from over 75 countries. The INSEAD Executive MBA
was launched in autumn 2003. INSEAD’s unique global
perspective and multicultural diversity are reflected in
all aspects of its research and teaching. The INSEAD-
Wharton Alliance, announced in May 2001, combines
INSEAD’ s resources with those of Wharton’s campuses in
Philadelphia and San Francisco, to deliver business
education and research across a global learning network.
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1. For all that it has clearly had profound effects already,
and will have even deeper ones after January 15t the
euro by itself can only do so much. (px 50)

o AtjhiFEHa] kthe euro by dtself can only do so much, HH
euro & £ i . For all that it has clearly had profound
effects already, and will have even deeper ones after
January 1t ia %78, A A)FAPAERE S /i 58 T 0
thatg| S H—AEiE N, Bifiall. At TReuro.
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2. One useful strand of research led by Andrew Rose, an
economist at the University of California at Berkeley,
suggests that thanks to the single. currency, intra—
European trade should fairly quickly' double or even
treble in volume. (p. 50)

o NN 2EEARA]F IdoublefMtreblem BRI “E... ... R PR 135 B
Bn—f5" LR ) A BRI N A% . Vs AT I )

1) The cash flow is expected to treble next year. (EHEEI4
TEE 018 eyl | DR

2) The cast double and treble their roles and all make
memorable contributions. (= M /& &F A7 51 5 N A B = A fA

e )
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3. If 'that turns out to be correct,. then FEurope will greatly
surprise the numerous pessimists; .who have bemoaned its
inability to pick up where America’s .decade of extraordinary
economic growth has left off. (p. 50)

o UiiEHto pick up where (+HAhEK/)r)+FEiB+1eave of £R~“MLLRI
I B R a2 & 25, ldn, FUm BSR4 ERE Bk
URAE N oFs 0 H RN ESEA0 0 &S TEL, B nl LAt “Let’s
pick up where we left off.” & I MKW G]:

1) We would pick up supplies and I would continue with the
wheelbarrow from where I had left off.

2) Email newsletters pick up where websites leave off.

3) The new product attempts to pick up where IBM s SMS
software leaves off.

& ZEEPRAME L, AA)EEEOMEIEU, TR Er @ R b A5
) NI KR PH ) 28 5% & e HURH Y - 32 -/ IRk, 80A se 1A
FERTHI AR S a HT R R KL, R X B4 B0 13 ok 56 [ - 4E () JE ]
FHINEGT K EATRRINE L5 K, MM E TREETHFEZA. ”
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4. “But national borders engender . discontinuities so

profound that they cannot be overcome by removing a
single factor among many.” (p. 50)

o discontinuityiX H i & B 42& lack of continuity, logical
sequence, or cohesionBI*ANET, = ZaaMol—a k.
AR ERZN, ESEZESZ S mGiIRE, =
AR K, Al aedt F Kt 2 J5 B 1) 8 #0 fe i 19 21 g e
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True, the single currency will wmake it easier for

consumers to compare prices. But the starting point for
this change is that Europe /currently. has heterogeneous
customers who largely buy/ heterogeneous products with
different ingredients, labels and packages. Much else
will need to converge before prices do. (p. 51)
X R AR, BRIGAERK G X A ) 0 188 A SEASE AT THE L3y
TR T2 . B, BT LU TRty s AATIHEAS ] [
KNP AS R i e i, et it mess, (HE, X4k
B ERE AT X — DI A AR U (the starting
point) , RIERYHH FiRIHE SRR Z A F ), AR S A FR R
ey AEAAFREIR X ERPIAFE . Bk, IAEEAFE U KK
Mg fqd T —MHaEFET.
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6. Indeed, Mr. Rangan predicts that although prices in the
euro zone will indeed converge, they will do so more
slowly than many people think, and mainly in areas where
the cost to consumers of making a mistake are relatively
low. “No one, if they have a choice, hires the cheapest
lawyer,” he says. (p. 51)

o X[ T HOARMEBR ™MW, HHHEWEKGEIRREAWE, XaARA
Fmaking a mistake = . 05 IH 2% 5 75 W LA ERAS 2 197N B il
) Himi stake, & BCHIHR AN SRR, DRI /)N g ol T 32 0 4 o D 114
HAE R g VI K mIN B B R = AR, Wit
s PERE. et P, B, IR A R4 AR P R 2 K
4. XFEVEBE T “No one, if they have a choice, hires
the cheapest lawyer ") &L,
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7. The interbank unsecured-money /market, for instance, is
in effect pan-European, with/ large. banks successfully
feeding liquidity to smaller,/ national‘banks. The secured
market has been less successful, largely because its very
existence has exposed problems in ‘the wunderlying
infrastructure that can make it difficult to transfer
collateral. ( p. 52)

o AP/ the inter—bank unsecured—money market3ZPp b2
BYBRATIME IR W RAT R R %7, 1 the
secured market N|FB“HFH AT,
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The eurobond market has also /been an overall ‘success,
thanks in part to the integrated clearing and settlement
infrastructure that predated /it. In the corporate market,
well-known companies such as Philips have launched big
benchmark issues, and even'a few small, unrated companies
such as Ducati have issued bonds successfully. (p. 52)

A B 4> H1 eurobond market#5“BR Jc i 2 1l 3% ”; have launched
big benchmark issuesPJEEEUL, KA FE KITHHZR2M B
B 7 H A A\ A2 K AT B oE I DL s #E 19 /E H o unrated
companies PR B RFERII AF", BUFEARAR . R
A TR I N A
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9. Observers say that fewer medium=sized companies have
raised money by issuing bonds than was hoped at the
outset. Until more do so, ,the bank—driven alternative
system of funding will continue to misallocate capital.
(p. 52)

o AN ¥ 4 %, the bank—-driven alternative system of
fundingSERr_ b de“BRAT LYK, WIRIEE N “AEN I — M ER T
NIRRT RBAR R . T2 R A | ARl I R AT 15
LT A, HEMKERATIR, XFPRA S B % &K
JBCESSE 1) 1) 8L
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10. In the early part of this year it provided a flood of
liquidity to telecoms issuers as. equity investors’
enthusiasm for that industry/ dried up. The issuance has
since also dried up, but it /represented progress. (p. 52)

o ARIMAFMIELIEUL, B AN BN B S B k2 T
15, B kAT A E iz SRR T e, 1 E
PIRAT o kB Bk g, HEATER, X2 Mutr, it
TR TE  RAT A T T A, AN AR SR R AT
PERE T RS — T,
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11. /In America and Britain, the/law.allows two forms of
ownership rights. The first, shared by continental Europe,
is full legal ownership. The /second, not shared in Europe,

is beneficial ownership. This concept allows the creation
of depositories in which securities are ‘““dematerialized”.

(p. 53)

o HTXmIET AU UETRR L T HY LA (B an iy 5
HFIREAEA SIS ) ||ﬁtﬁ§FL§Zj7dep051tory££ i
&, depository R A ab”, X H g —FrIo g =Pk
VRS BURE | TU\E%A)‘W%T%%E#O
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12. Underlying these legal niceties is a hard—nosed business issue:
(p. 53)
e “hard—nosed” )& B &£“practical and determined”, uJ1& /i

NsdYy, wFE RHEPE

e a hard—nosed salesman, a hard-nosed. labor leader , a
hard—nosed reporter, a hard—nosed attitude,

e a hard—-nosed approach , hard—-nosed economic
considerations.

e She gave a hard-nosed, step—by—-step account of the
campaign.

e MADONNA will get £3 million to play a hard—-nosed street
girl in the new film.

e He was a hard—nosed, tunnel-visioned businessman,

concerned only with getting to his precious meeting on
time.

-ﬂ-":f
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13. /A small business wanting to\refund a customer
in another euro-zone country ‘might find that
the bank charges not only eat up.the refund but
cost the poor customer/money on top. (p. 54)

& RO 2RERIT TR UL RREESZ, KH
AUFRA R, T Hib T & HECR A RAT .

G Msagasr s




The End
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