Read the texts and translate the highlighted expressions into Russian. Make sure that you are ready to summarize the text and translate it into Russian.
I. Bank Organization and Bank Performance
The way in which a bank is organized and operates is determined by its objectives and by the type of economy in which it conducts its business. A bank may not necessarily be in business to make a profit. Central banks, for example, provide a country with a number of services, while development banks exist to increase the economic growth of a country and raise the living standard of its population. On the other hand, the aim of commercial banks is to earn profits. They therefore, provide and develop services that can be sold at a price that will yield a profit. A commercial bank which provides the same range of services year after year is less likely to be successful than one which assesses changes in the demand for its products and which tries to match products to its customers’ needs. New services are constantly being introduced and developed by commercial banks, and the full-service philosophy of many banks means that they are akin to financial supermarkets, offering a wide variety of services. However, not every bank may want to offer every kind of financial service.

Many banks offer a combination of wholesale and retail banking. The former provides large-scale services to companies, government agencies and other banks. The latter mainly provides smaller-scale services to the general public. Both types of banking, however, have three essential functions, which are:

· deposits
· payments

· credits

These three functions are the basis of the services offered by banks. They make it possible for banks to generate profits and to achieve their operating aims.

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

Banks necessarily use sophisticated accounting systems to record as clearly as possible what the financial situation of the bank is. Normally such a system is based on the principle of the double entry, which means that each transaction is entered twice, as a credit in one account and as a debit in another account. If we deposit $1000 with a bank, for example, the bank enters a debit for the receiver and a credit for the giver. The former represents an asset to the bank, since it is a sum of money at the bank’s disposal, as well as a liability, since it will one day have to be repaid. 
The balance sheet of a bank gives us a view of its financial situation at one point in time, usually 31 December of a particular year. But we don’t know what has happened between two balance sheets. This information is provided by the profit and loss account for the period in question. Neither statement is exactly uniform from bank to bank, but both contain certain essential features.

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

· cash on hand and due from banks – money in vaults, balances with other banks, cheques in process of collection

·  investments – bonds, shares, etc.

· loans – to companies, the general public, etc.

· fixed assets – buildings, equipment, etc.

Items listed in the balance sheets as liabilities are:

· deposits – all money owed to depositors

· taxes payable – national and local

· dividends payable – decided on, but not yet paid

The profit and loss account records the income of a bank, and here, typically, the items in order of size are:

- interest on loans

- return on investments

- fees, commissions, service charges

The granting of credit provides the largest single source of bank income. Typically, two thirds of an American commercial bank’s yearly earnings result from interest on loans. Nine of every ten dollars they lend come from depositors’ funds.

The following items normally constitute the main expenses in a bank’s profit and loss account, again in typical order of size:

· interest paid

· salaries and other benefits

· taxes

A bank’s accounting systems, then, are designed to record and present the many transactions that take place every day. Substantial reserves over and above statutory requirements are an indication to customers of the bank’s strength, that it has to run its business well and has retained profits in the business for the future operations. Profitability indicates the effectiveness of a bank’s performance and how well it has managed the resources under its control. Published figures thus provide some essential data on the liability, safety and income of a bank.
II. Foreign Exchange
Foreign exchange dealing is, as its name implies, the exchange of the currency of one country for the currency of another. The rate of exchange is the value of one unit of the foreign currency expressed in the other currency concerned.

With the growth of global trade, many companies need foreign currencies to pay producers in other countries. A British company with a supplier in Germany, for example, will probably use sterling to buy euros from its bank in order to pay an invoice from the German company. The bank buys the euros from another bank at a particular rate and provides them to its customer at a higher rate, thus making a profit. Similarly, a bank may make gains on buying and selling currencies on the inter-bank market. Making a profit on a transaction is the basic idea of foreign exchange dealing.
Currencies can be bought and sold in the foreign exchange market either for immediate delivery, that is at the spot rate, or for delivery later (e.g. two weeks, three months, etc.) at a forward rate. The forward market is useful for companies. Since if a company knows that it will need a particular foreign currency to pay a bill in four weeks’ time, for example, a forward deal enables it to protect itself against future adverse movements in the exchange rate which would have otherwise had the effect of making foreign goods more expensive.

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

Currency traded in this way is delivered to the buyer’s account with a bank in the main centre, or one of the main centres, for the currency in question. In the case of sterling, for example, this is London, for US dollars it is New York and Chicago. The buyer decides the bank where his or her account is to be credited.

The foreign exchange dealer fills in a dealing slip containing basic information such as the date and time of the deal, the contracting party, the amount and rate agreed on, the date of settlement, and the place of delivery of the currency dealt in. As soon as the foreign exchange transaction has been carried out, both banks send a written confirmation containing the basic information mentioned above. Any discrepancies may thus be detected quickly.
A bank holding debts or claims in a foreign currency is itself exposed to an exchange risk, unless the debts and claims neutralize each other by being of equal size and by having roughly the same maturity dates. Dealers therefore aim for a balanced total position. If the amount of a bank’s claims in dollars, for example, is larger than the total debts in dollars, then the bank has a long position, but if the debts are larger than claims, the bank is short in dollars. As long as the total position balances, there is no risk for the bank.

III. Meetings

Banks provide a wide variety of services to companies and a company operating internationally is likely to use several banks around the world to meet its various needs. Banks keep in touch with these customers using different means of communication, and perhaps holding regular meetings to maintain the relationship and to market new services.
Most companies use banks at one time or another to finance their operations. As with many other type of loan, banks charge interest on corporate loans. Interest rates for loans in Britain, for example, can be charged in one of three ways:

· at a margin above the bank’s base rate. Each bank decides its own base rate, and then charges the company a rate of interest which is related to this. A big customer with a very good reputation may be charged the bank’s base rate plus 0.5%, for example, while a smaller company might be charged the base rate plus 3%.

· at a margin above LIBOR, the margin again depending on the bank’s assessment of the corporate customer.

· at a fixed rate of interest for the period of the loan.

The first two ways are variable and are adjusted periodically to reflect movements in the interest rates on the market. They may also be negotiable. The third may be dangerous for the bank when market rates are erratic.

A company involved in a business where income and expenditure are subject to constant changes needs a variable borrowing facility. This is met more simply by an overdraft facility. The company opens an account with the bank, and an overdraft with a specified limit is granted on the account.

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

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

The growth of multinational corporations manufacturing and trading on a worldwide basis has led to the growth in the overseas operations of major banks over the last twenty years. Banking may be said to be the one industry on which all others depend for financial services at one time or another, and banks play a key role in the import and export trade in particular. In 1981 US companies exported goods with a total value of USD 234 thousand million. In the same year the American market imported merchandize worth USD 261 thousand million. Banks provided a considerable amount of money to finance this trade, and in 1980 foreign earnings accounted for 47.3% of the consolidated earnings of the ten biggest US commercial banks.
Letters of credit are the most frequently used international service provided by banks for customers involved in international trade. Such a document guarantees that the seller (exporter) will be paid provided the terms of the contract are met. At the same time, it protects the buyer  (importer) by guaranteeing that payment will not be made until the contract is fulfilled.

Letters of credit can be revocable or irrevocable, but the latter is most usual since it stipulates that no changes may be made without the consent of both the buyer and the seller.
They may also be issued on a time or sight basis. The former calls for immediate payment against the documents evidencing the shipment of goods; the latter specifies a date by which payment must be made.  The letter of credit may also be a confirmed letter of credit, which means that the exporter’s bank undertakes to pay the exporter for the goods once the correct documents are received.

Procedures differ according to the type of credit, but let us assume, for example, that a company in Australia wants to import goods from a company in Basle, Switzerland. As well as requiring a credit, the Australian company wants to be sure that the contract will be fulfilled. The Swiss company wants to know that it will be paid for the goods. The Australian company, therefore, contacts its local bank and requests, for example, an irrevocable sight letter of credit in favour of the Swiss exporter. The application will specify the documents required as proof that the shipment of goods has been made. The Australian bank notifies a bank in Switzerland of the credit, and it then known as the issuing or opening bank. The Swiss bank contacts the exporter in Basle and is then known as the advising bank. The exporter, i.e. the seller, is now the beneficiary of the letter of credit, and will receive payment provided the terms of the contract are met.

When the goods have been shipped, the company in Basle presents the documents to its bank, which may or may not be the advising bank, and the bank will make payment immediately. This it can do with confidence, since it knows that the issuing bank must make payment. Funds then flow from the issuing bank in Australia to the paying bank in Switzerland, as reimbursement for the money paid by the Swiss bank to the seller in Basle. The Australian bank then recovers this money from the account of its customer, the importer.
V. Financial News

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

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

Trade between countries as well as government interventions may also affect currency rates. If sterling is weak, for instance, the Bank of England may enter the market to buy sterling with some of its reserves of other currencies. This will reduce the supply of sterling, thereby increasing its value.

Stock market prices in a particular country are often affected by stock market prices elsewhere in the world, and markets tend to move together, as indicated by the worldwide crash in the autumn of 1987. The share price of any one company will obviously tend to be influenced by the financial performance of the company, details of which are released at various times during the financial year. 

The factor of supply and demand mentioned earlier will also tend to affect commodity prices. A bad coffee harvest in Brazil will increase the price of coffee because demand will exceed supply. The over-production of oil, on the other hand, will lead to fall in the price of the commodity, since there will be a glut of oil available on the market.
The financial news is usually given in the form of a financial report. Here is a part of such report:

The dollar recovered after a weak start. The pound strengthened. Gold was slightly stronger, and silver slightly weaker. London share prices were steady, but New York prices drifted down.

A survey published in London yesterday states that over the past five years trading on the world’s foreign exchanges has more than doubled in size.  It estimates that Forex volume now stands at almost 55 thousand billion dollars a year. London remains the leading centre, with nearly 50 billion dollars traded here every day. Despite increasing competition from the Far Eastern market, New York is in second place and Zurich third.

In the European foreign exchanges the dollar closed yesterday little changed, after recovering from early weakness. Trading was thin, with dealers waiting for US economic indicators due on Friday, when US consumer prices and durable goods orders will be released. In Tokyo today the dollar slipped back a little. Some selling by the Bank of Japan was noted, but the dollar was helped by the covering of short positions. The pound yesterday was stronger against most currencies, aided by firmer spot oil prices. 
VI. Projects
The provision of credit is one of the primary functions of a bank. It allows the borrower to finance major projects which would have otherwise not been possible. A company building a new production plant or a country building a new dam both need to raise very large sum of money in order to get the job done. The provision of funds by banks for specific projects is thus an important part of international financing.

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

International lending normally requires a clear understanding of the political and economic situation of the country in question, since granting credit naturally involves a degree of risk. Banks therefore examine exchange control regulations, balance of payments difficulties, payment records and so on before undertaking an international loan for a major project.
In Britain, the Export Credits Guarantee Department (ECGD) was set up in 1919 to help British exports and it is run by the Department of Trade. This is an area which covers major civil engineering projects, and the export of capital and semi-capital equipment, plant and machinery. So, they deal with large contracts rather than small exports. Let us say, for example, you have a contract of two million pounds where credit is offered over five years. That allows the buyer five years in which to pay, and it is going to a country which has exchange problems, currency problems, balance of payments difficulties and so on. That’s why it needs the support of a period of credit. Now ECGD will cover up to 85% of the contract value and offer the buyer, or a bank in the buyer’s country, a line of credit, which we call a buyer credit, so that ECGD will guarantee the borrowing to enable the buyer in that country to actually supply the money back to the UK, for the purchase.  One of ECGD’s range of services is to guarantee banks against losses resulting from loans made to the exporter (supplier credit) or to the buyer overseas (buyer credit). Such credits are used for loans of more than two years’ duration and for large contracts. In the case of the buyer credit, the ECGD lends up to 85% of the contract price to the buyer, or a bank in a buyer’s country, so that the exporter can be paid. The only charge that the exporter has to pay is ECGD’s premium, and the only recourse to the exporter is if he fails in the performance of the contract. The buyer is charged a preferential fixed rate of interest set by ECGD, as well as certain commissions, which ECGD will quote on a case to case basis.  A similar organization in the USA is the Export-Import Bank (Eximbank), a government organization set up in 1934 to aid trade between the United States and other countries.  
VII. Trends
Banking has faced considerable external change over recent decades, and major changes have taken place in the industry itself. Developments have been many and rapid. One of the most important developments during the 1980s was the growth in international debt problems, a situation which had begun to evolve in the previous decade.

In addition to the growth in the financial needs of large companies, government agencies around the world also formed an area of growing demand for finance in the 1970s. International banks assisted countries with balance of payments difficulties, that is those which were importing much more than they were exporting, by lending them large sums of money, and this assistance increased after the sharp rise in oil prices in 1973, since the higher prices meant even greater balance of payments problems for some countries. Banks were at this time able to lend out more money, deposited with them by oil producing countries, to countries with payment deficits. Some leading banks committed sums which exceeded their capital and reserves, ignoring the principle of a well-spread loan portfolio.
 During the 1980s, however, high interest rates and world recession prevented several countries from meeting their repayment obligations. Banks have had to reschedule loans, hat is arrange for interest payments and repayment installments to be delayed, and the debt crisis, as it has been termed, has put banking in the industrialized countries under a certain amount of strain. Some observers see the financial strength of the banks as now depending on the financial strength of the debtors. In this way, they claim, the debt problem threatens both the development of the debtor countries and the stability of the banking system of the industrialized world.

A second challenge faced by banks recently is the increasing competition from other organizations, both in terms of numbers and in the range of financial services offered. Banks are generally very closely regulated, examined, restricted and supervised, making it sometimes difficult to meet new competition from institutions operating under different regulations, such as insurance companies. Laws and regulations restraining the activities of banks and other financial organizations have been changing, and continue to change. One example in the UK is the so-called Big Bang, which in 1986 deregulated the traditional procedures for dealing in UK securities. The changes taking place in the financial services industry are not confined to any one country, however, and innovation and development are contributing to general market evolution, both nationally and internationally.
A third trend in banking during recent years has been the growth in the application of technology in the industry. Accounting records are maintained with the aid of computer systems, where ledgers were once kept by hand. Messages can now be transmitted and funds can be transferred around the world electronically in a matter of moments. Dealing rooms often use the latest technology, with electronic hardware and software providing the essential data. The information systems used may include a transaction input capability, an interface with main office systems, large high resolution colour displays, and so on, to provide the up-to-the minute data on which effective trading decisions are based.
While electronic systems reduce time and paper, they do involve certain risks, such as those of computer system failure and fraud. Security operations in both cases are therefore of vital importance to modern banks. If a system breaks down, it is imperative that information is not lost. With large sums of money being sent around the world electronically, it is also imperative that banks prevent outsiders or unauthorized users from penetrating their systems and diverting funds for their own use. One professional survey in the UK in the mid-1980s estimated that computer fraud involving funds transfer in the UK totaled some 50 million pounds a year.
Banking services offered to the general public are also becoming increasingly automated, as banks try to reduce their costs associated with branch over-the-computer transactions, such as personnel costs.

