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Macroeconomics

[Extract from: Blanchard, Olivier. 2002. Macroeconomics. Prentice Hall]

Budget Deficits, Output and Investment

Let's summarize what we learned about the effects of fiscal
policy in this section:

In the short run, a budget deficit reduction, if implemented
alone (that is —and note the stated qualification— without an
accompanying change in monetary policy) !eads to a decrease
in output, and may lead to a decrease iii itivestment. What is
needed is for the central bank to decrease :::ze/2st rates enough
to offset the adverse effects of the v=crease in government
spending. The Fed made sure that =ve: in the short run, deficit
reduction did not lead to a recessicn and to a decrease in out-
put. In the long run, a lower cuauyet deficit leads to higher
investment. Higher investii»ent leads to a higher capital stock,
which leads to higher out; -t

Everything we have ju:t s2iu about the effects of deficit reduc-
tion would apply ecually t0 measures aimed at increasing pri-
vate saving. Disagreements among economists about the ef-
fects of measures aimed at increasing either public saving or
private saving often come from differences in time frames. Tho-
se concerned with short-run effects worry that such measures
may create a recession and decrease saving and investment for
some time.

Changes in the Price of Oil

In the 1970s, the price of oil increased dramatically. This was
the result of the formation of the Organization of Petroleum
Exporting Countries (OPEC), a cartel of oil producers. Behaving
as a monopolist, OPEC reduced the supply of oil and, in doing
so, increased its price. From 1982 on, however, the cartel beca-
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Chapter 1: FINANCE & ECONOMICS

me unable to enforce the petroleum quotas it had set for its
members. Some member countries started to produce more
than their assigned quota, and the supply of oil steadily in-
creased, leading to a large decline in the price.

The Dynamics of Adjustment

In 1974 and 1975, GDP growth was negative. In both 1974 and
1975, inflation (as measured by the rate of change of the GDP
deflator) was higher than the year before. This combination of
negative growth and high inflation —which was baptized stag-
flation— came as a surprise to economists. Like shifts in aggre-
gate demand, shifts in aggregate supply can come in many
forms.

Conclusions

We looked at the effects of a monetary axpansion, of a deficit
reduction, and of an increase in the p'ice ¢t oil. The main results
are summarized in Table 7-2.

This chapter also gives you a aerneral way of thinking about
output fluctuations (sometimas called business cycles) — mo-
vements in output around is trend.

The economy is constanuy buffeted by shocks to aggregate
supply, or to aggregat- <iaiviand, or to both. These shocks may
be shifts in consumz o coming from changes in consumer
confidence, shit< iy investment, shifts in portfolio behavior,
shifts in labor proatctivity, and so on. Or they may come from
changes in policy — from the introduction of a new tax law, to a
new program of infrastructure investment, to the decision by
the central bank to fight inflation through tight money. What
we call economic fluctuations are the result of these shocks to
and their dynamic effects on output.

A \/ocabulan/Building %

Find words or phrases in the text that mean the following:

1.

aipeon («UTTO TNV AUPEON OTL.®) = .ovieiiiiii e iiieeiieens

2. AkabBdptoto Eyxwplo Mpoiov = ....oovvviiiiiiieee e
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Unit 1.1: MACROECONOMICS

avantuén (AEM piag xwpag rj OIKOVOUIKWY PEYEBWYV pIag emyeipnong) =
AVOATOPAEEIG = o ovveeeeiiiiiieee e eeeanans
amomANOWEICTACAEN = ...

ONUOCIOVOUIKOG = .ieiiieeieiieieeeaaeaann,
OOKUMAVOEIC = ..ooiiiiiiiiiieieeeeeeeennn.
EMNEIUUA (OIKOVOUIKO) = .\iiiiiiiiiiieeeaannns
ETTEVOUOEIC = ottt ieeeeann

ETTITOKIO = +uiieeeeeeeiiiiiaaeeeeeanns

KOTOAVAAWON = . eviiinnaas

KATOAVAAWTIKA EUTTIOTOOUV = .ovivieietiieiiieeeeeeennans.

Kevtplkn Tpdmela (Yevikd) =......... - SV - DU

(MEON) TAON = . oeeeiie e A -

METOXIKO KEQPANAIO = ........... I\ S
MOVOTTWALO/MOVOTTWANTAG = vvviviieeeieeeennnnens

VOUIOMOTIKOG = tevieeenn ois viiieeennns

OIKOVOUIKOG KUKAOG = ..\ ti vvvvvnnnnnnnnnnnnnnnnns

OIKOVOUOAOYOG = ..evviv vvvvvnnnnnnnnnnnnns

Opyaviopog MeTpeA G SaywyIKwV KpaTwy = ...,
mapaywyn (Wg mapayOREVO TTIPOTOV/EPYO) = .vvvuieeeeeeeiniiiineeeaenns
TTAPAYWYIKOTNTAG TNG EPYACIAC = . .oveeiieeeiiieeeeniaeaannns
TETPENQIO = .o,

mivakag (AmEIKOVIONG OTOIXEIWV) = ..vviiiiiiiiee i
TIANOWPIOHUOC = .o vvvvvvaeaaans

TIOMTIKE (EMOIWKOUEVN OTPATNYIKA) = ceeiiiiiiiiiiiiiiieeeeeeannnn.
TIPOCAPUOOCTIK PUBUION = . .iiiiiiiiiiiiiiiiieaaann,

TIPOGPOPA (MPOIOVTWV/AYABWY) = ..oivviiiiiiiiiiiieeeeeeenne.
TIPOUTIONOYIOHOG = .evvviiiieiiiieieeeeeeeeennnn,

OTOCIUOTIANOWPIOHUOC = . vvvvvnnnns

OTEVOTNTA XPAMOATOG = . vtiiieeeeiieeeennnneennnns

OUVOAO/CGUVONIKOC (EKTOC AOYIOTIKWVY KATAOTACEWY) = .uniiinnnnnnn.
TIMA (@YaBoU) = ..o
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Chapter 1: FINANCE & ECONOMICS

40.
41.
42.
43.
44,

E @lelfiYlalefiEnmlinlellge)y clniel Exaelniclific) Vaccoulairy

Distinguish between the following terms in context:

1.

20

aipeon («UTTO TNV AIPECN OTL..») = .iiiviiiiiiiiirieeeeeeeeennnn. =+ Bpnokeuv-
TIKN APEON = . vvviieeeeeeeenn, 2 QAIPECIUOTNTO = .o
AkaBdp1oTto EyXwplo Mpoiov = ....c.cvvveiiiiiiiiiiiieennn. # AkaBdaploto
EOVIKO MTPOTOV = ..

avdantuén (AEM piag xwpag r} OIKOVOUIKWVY LgvsBwv ulag emixeipnong) =
................... = avanTuén (EmXEiPNONG VEIA) = coviiiiiiiiiiieeannn.
2 avamTuén (MPOIOVTOC) = ....vvvveeeeeriiiiiinieeaennns

ATTOTAMIEVON = ..eeeeeeeeeene.... ZKONGAEON = oiiviiiiiineennn.
ONUOCIEC/KPATIKEC dATTAVEG = ....... D) = NEITOUPYIKEC
OamAveg/€€00a/KOOTN (ETIXEIPNTING) "= vevieeiiiieiiiiieeieeeaaannns # EMI-
Aé€lueg damdveg = ............ AN e = damdvec/e€oda (Yevikd)
OlOKUMAVOEIC = ............. .+ 7 KUMOIVOUEVO ETTITOKIO = ..vvvvvvvnnnnnns
EMEIUUA (OIKOVOUIKO) = o oiiiiiiiiiiiiiieeeeeennnnnn, £ ENEIPPA/ENNEPN
(VEVIKA) = ooiiiiiiie e iiiiiiie e

EMTTIOTOOUVI] = tiiiiiiiiiiiiiieieeeeeeeennn. # miotn/miotwon (tpamneikn)
e 2 EUTTIOTEUCIHOTNTO = tuiiieeeeeennnnnnnnnns
£ EUTTIOTEVTIKOTNTO/XOATTIOPPNTO® = tivviiiiiiiirenneeeneeenennnnn #+ PEPEY-
yuoTNTA/A&IOTTIOTIO (VEVIKA) = .ovveieeiiiiiiieeeeeeaaannnns #£ PEPEYYVOTN-
TA (MOTWTIKA) = eeeeeeviiiiiiee e eeeenannnns

EMTOKIO = . evvvieeinnnnn. ZTOKOG=evernninnnnnnnn. 2 AVATOKIONOG =
................... 7% OVOUOOTIKO ETTTOKIO = .vvvvreeeeenninnnnnnnnnneeens &
TIPAYUATIKO ETMTOKIO (UEIOV TTANBWPIOUO) = .. =+
ATTOTEAECUATIKO ETAOLO EMITOKIO / ETAOL0 I0OSUVAO EMITOKIO (CUVUTTIONO-
YI(OVTAG QVATOKIOHUO) = tivviiieiiiiiiieeeeniianaennns = OUVOAIKO €TNOLO

TPAYMATIKO emTOKIO/ZENME (cuvumoAloyiCovtag mepiodo xdpitog ri/kal
€€00a SAVEIOU) = ..o viii i
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10.

11.

12.

13.

14.

15.
16.

17.

18.

19.

20.

21.

22,

23.
24,

KaBopIlouEVO TOCOOTO (MMTOCOTIKO EMMITTESD) = ..ovviviiiiiiiiiiiiiiaeannn
= TOO0O0TO (YEVIKA, UETPOUUEVO ETTH TOIG EKATO) = ..vvrvreernnnnnnns #
«TOIG XIMOLG» /%00 = 1o e e

KEVTPIKA TPATTECA (YEVIKA) = oo i =# n Eupwmnaikni
Kevtpikn TPATEQQ = ..t # n Apepikavikry Opo-
omovdiakn Tpdamnela (n kevrpikn tpdmela Twv HMA) = ......cooeeeaann.
(M€ON) TAON = .. = MECOG OPOC (YEVIKA) = ..vvvvvveeennnnnn
2 péon TN (LETaBANTAC) / APOUNTIKOG HECOG = . vvvvveeeennnnnns +# O10-
MECOC (OTATIOTIKA) = .evveevvinnnns = EMKPATOVOA TIPN (OTATIOTIKNA) =
................... 2 TUTTIKA QMOKAION (OTATIOTIKA) = .vvvvieeeeeennnnnn.
Slaomopd / Stakupavon (SelypaTog) = .ovvvviinnnnnnen.. = EKTOTIN/EKTPO-
TN TIPA (OTATIOTIKA) = voveeeeeeeennnns.. = TPOGOI0PIOUOG/UTTOAOYIGHOG
(MEONQ) TAONG =+ evvvveeeeeennne.

METOXIKO KEPANAIO [AME] = ... oot = UETOXIKO KEPA-
AMOBIEl =i

MOVOTTWALO/MOVOTIWANTAG = .....ttteees NN e # UOVOTIWALOKO
KOBDEOTWE = ettt

VOMIOHOTIKOG = .evveeeeeeeeeeeeeeeeee s S XONMOTIKOG = oiiiiiiieieeeeeeanne
mapaywyn (WG mapaAYOUEVO TIPOIOV/EOVO) = ..ovvveeeerniiiineeeeeennnnnnns =+
mapaywyn (W S1a8IKAGIA TTAPAVAVIIZ) = c.vvveeeeeiiiiiiiieeeeeaannns
Tivakag (amelkévionG OTOIXEISY) == vvveeeeeennnnn # mivakag (padnua-
TIKOC) = v eeeveeeeaennn, S21AKOG (OXOMKOG) = .vvvveeeeennnnnn. + O14-
VPOMMO = titiiiiniennns viiaaanns = opyavoypapua (gmyegipnong) =
TIOMTIKNA (EMISIWKOL /N TvRATNYIKN) = oeiiiiiiiiiiiiieieieeeeeannn. # TIONI-
TIKA (TAKOWVA) = ..ot

TTPOCPOPA (TMPOTOVTWYV ] AYABWY OTNV AYOPA) = ....vvvvrrnrnnnnnn. 2 TIpo-
O0@OPA (OIKOVOUIKH, YEVIKA) = ..uviiiiiiiiiiineennnnennnnnn. # TIPOOPOPA
(OIKOVOMIKI, O€ SIAYWVIOUO) = ..eviiiiiieeieeeeeeeeeeannn.

OTEVOTNTA XPAMOTOG = ttttiiiiieeeeeeeeennnnnnnn Z# TTOOOTIKA XaAdpwon
(VOMIOMOTIKN) = ttvieeeiiiieeeiiieeeniaaaans

OUVOAO/OGUVONIKOC (EKTOC AOYIOTIKWVY KATAOTACEWY) = .uieiennnnnn.
2 0UVOAO/CUVOAIKOG (0€ AOYIOTIKEG KATAOTAGCEIG) = .vvvvvvvvnvnnnnnnnnnnnns
2 OUVOAO (HOBNUATIKO) = .ovvviiiiiiieeeeeenannnne,

TIMA (@YaB00) = ..ttt = TunR/aéia (uetaBAntng) =
U@PEON = vvrrnnnnninnnnnnnnnnns Z NTOTNTO = eeieiiiieeieieeeeeeaannns
POPOC = .iiiiiiiiiiiiiiiieeeaaannn, Z EPOPIA =i
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Chapter 1: FINANCE & ECONOMICS

Useful Collocaiions

Provide a word or phrase to form appropriate collocations:

1. avTIOTAOMICW ETMITTTWOEIG = tovieeeeeeeeeeeeeeeeeaaaannnn. effects
2. AUEAVW ATTOTOAMIEVOEIG = .vvvvvvrrernrnnnrennnnnnnnnnns savings
3. QUEAVW ETTITOKIO = ot eeteeee e e eeeeeeenanes interest rates
4. emMPAMNMWTIOC00TA =....coiiiiiiiiiiiiiinneannnn.. quotas
5. €QAPUOCW TTOAITIKI) = ..vvviviiiiiiinieennnnnnnnnnns a policy
6. KADIEPWONVEOUVOUOU = ..ooiiiiiiiiiiiiiiieieeannn... a new law
7. KOOOPI{W TTOCOOTA = ...vvvvnnnnns guotas
8. KATATTOAEUW TOV TTANOWPIOHO = ..\vvvviiiiiiiiiiiinnnnnnnnns inflation
9. MEIVW EANEIPHUO = o.ieiiiiieieeieeeeeaaaaannns deficit

T0. HEIDVW ETTITOKIA = .iiiviiieeeiiieeeenneeennnnn. interest rates

11. UETABAANW TIHMA = .vvvvveeaanans nrice

12. UETPW TMANBWPEIOUO = ..o inflation

13. 0ONYW CE UPECN = uuuniiiiiiiiiiiaaaaaaaaninns a recession

14. cLVOYICW ATTOTEAECHUATO = uueeieeeeeiieee  aeeeannns results

-D From Temmior [Exi

Translate the above extract into G-z

-----------------------------------------------------------------------------------------
..........................................................................................
..........................................................................................
..........................................................................................
------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------
..........................................................................................
..........................................................................................
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Financial Markets o

[Extract from: Giddy, lan. 1994. Global Financial Markets. Houghton Mifflin]

New Financing and Investment Techniques

Despite the International Monetary Fund, the European Mone-

tary System and the North American Free Trade Area, the global
financial system remains based on the fact that there is no true
global money, accepted everywhere. The high liquidity of the
market stems from the readiness of banks to trade with other 5
banks, as well as with entities other than ba’i«s.

Interest-rate parity stems from the fact tha* Eurocurrency de-
posits, as well as other credit instruments, <un be arbitraged
between one another through the <ns* and forward foreign-
exchange markets. 10

The forward exchange market niayc the role of linking interna-
tional interest rates. Todev, v.ow«<ver, such contracts have to
share the stage with other ins'ruments and markets for arbitra-
ge and hedging. These sc-caiizd derivative instruments include
futures, options, and swagr. 15

An Integrated Framework

Many instruments of the international capital market, new or

old, can be broken down into simpler securities or "building
blocks". Some of them vary with market interest rates, so that

they are bond-like; others are affected by the issuing company,

so they are more equity-like. Each should be priced in accordan- 20
ce with the price of comparable instruments; if they are not,
there may be mispricing.

Innovations in finance, as in other markets, evolve. The initial

high returns are eroded by competition from banks or other
market forces that tend to eliminate those imperfections that 25
gave rise to the innovation in the first place, hence the innova-

tive product itself becomes a "commodity".
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Conclusions

The international financial system revolves around the foreign
exchange market. This market links prices in different countries

and governments waver between floating and fixing their ex- 30
change rates to manage this interdependence. Domestic mo-

ney markets are today linked through the Eurocurrency market,
which permits the separation of currency denomination from
country of jurisdiction. National interest rates reflect the time
value of their respective monies, and the forward foreign-ex- 35
change market reflects the time value of the exchange rate
between the two monies. Thus the foreign-exchange market

links national interest rates, inflation rates, and monetary poli-

cies. Currency swaps, used in connection with international
bond financing or investment, are the long-term counterparts 40
of the forward-exchange market. Both allow the separation of
currency and interest-rate risks of an as<ct, from the asset itself.
Eurobonds today may be the most ii:ncvative instruments of

the global financial market: because = ire subject to fewer
constraints than the new derivat/ve instruments, they are fre- 45
quently packaged with futur=- 2::d option-like features to
match investor and issuer ne=ds in the international capital
market.

1\ Vocabulary BRESEENOSS

Find words or phrases in the text that mean the following:

LA I

0 0N o

24

aAYOPA KEPANQIWY / KEQPOAAQIAYOPA = .uieeeeieeieeeeeiaaaaaannnns

aAyopPAa XPNHATOG / XPNMATAYOPA = .eveeeeeeeiiiiiiiaeeeeeeenns
OAANAECAPTNON = v

OUPITONAVTEVOMOL = .oeeeeeeeeeeeeeeeeeeaeaannnn.

avtaAayr / cupoAaio avtaAlAayng (XPNHOTOOIKOVOUIKWY TTPOIOVIWY) =

..............................

avTIOTABWION (EMEVOUTIKOU KIVOUVOU) = ...oiiiiiiiiiiiiieieeeaannnn
anédoon (emévouong, N TTPORBAETTIOUEVN) = ..vvviviviirereeeeereennnnnnn.
SIKAIOB00IA = ...

OIKAIWUA TTIPOAIPETNG = . vvvviveiiiiieeeeeeeeeeeeenns,
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10.
11.
12.
13.

14.
15.
16.

17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.
42.
43.
44,
45.

OUVAMEIG AYOPAC = .iiiiiiiiieeeieeeeeaaaannn

EKOOTNG (XPEOYPAPWY) = .eviiiiiiiiiiiiienennnennnnnn.
EUTIOPEVA / (EUTTOPEVCIHO) AYABO = ...vvviiieeeiiiiiiieeennns
e€looppomnon (avicoTATWV HETAEY TIMWY XPNUATOOIKOVOUIKWY TTPOTo-

VIWV) =........

ECPANUEVN TILOAOYNON = . vvvvvvirnrnnnnnnnnnnnnnnnnns
EUPWOUVANAYHO = ..
{wvn e\evBepou gumopiou / {wvn eAeVBepwV cuvalaywv (SlakpaTikn) =

LOOTIMIA (KTO APTIOVH) = 1tiiiiieeeeeeiiiiiiiaeeaennnns

Kalvotopia = ..
Katabéosic = ..

oooooooooooooooooooooooooooo

KIVOUVOC (ETTIXEIPNMATIKOC) = ooiiiiiiiiiiieeeeeeeeananns,
KOTT KOl KUKAOQOPIA (VOUIOMATOG) = ..uiiiiiiiieiiiiieeaaaaannn
KUMOIVOUEVO ETTITOKIO = ttvveeeiiieeeennnerinnnaaans

METOXN = .......

(VOUIOMATIKO) GUVAANAYHO = .. iin eieeeeeeannnns
(Eévo) cuvANNOYHA = ..ol T S A
ONOKANPWHEVOG = . vvvvvvvvnnnnnn N7/

OUOAOYO / opoloyia =.......eee.ine, )

TTAYKOOUIOG = .
Tapaywyo = ...

TIIOTWTIKO EPYOAEID = ...ivi vt

mA\aiolo =......

TIPOOECUIOKN AYOPE = iiiiiiiiiiiiiiiieeeeaaeannns

PEVOTOTNTA (XPNMOTIKI ) = veveieeeeiiiieeeieeeeeeeennnn.

OTOLXEIO EVEPYNTIKOU = ..uuiieieeiiiiiiiiaeeeeannnns

OUMBOAAIA (TPOBECHIAKA) = ..eviiiiieiiiiiieeeeeeeenn.
OUMPBOAAIA PHEANOVTIKAG EKTTANPWONG = teeeeeeeeeeeaeeeaeaaeanannnns
[o101Y/0 1Y, Yoo fo Lo YU Lo TR

TOMEIO (XPNMATOSOTIKO KEPAAAIO) = .vvveeiiiiiiieneeeaaaannnns
TPEXOUOA/AUECN AYOPA = o.'ieieiiiiiiineeeeeeennnnnnns

(VOUIKO) TTPOOWTO / OVIOTNTA = c.evteeviiiiieneeeeennnnnnnns
XPEOYPAPO / AEIOYPAPO = ..uuvvieeeeeiinneeannns
XPAMO/VOIOUA (OG XWPOEG) = ueeeeeeiaiiaananaannnnnns

XPNHOTOOOTNGN = vvvveeeeiiiiiiiiieeeeeaannnns
XPNHUOTOOIKOVOUIKOG = . .vvveeeniieeeennineeennnnnnns

XPOVIKA a&ia =

25
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[Extract from: McNulty J. et al. 2002. "What's Your Real Cost of Capital?". Harvard
Business Review. Vol. 8, No. 10]

When executives evaluate a potential investment, whether it's

to build a new plant, enter a new market, or acquire a company,
they weigh its cost against the future cash flows they expect

will spring from it. Estimating the rate at which to discount the
cash flows —the cost of equity capital— is an integral part of the 5
exercise, and the choice of rate has a signifizant effect on esti-
mates of a project's or a company's value

The standard formula for estimating the ccst o7/ equity capital, i.

e. the Capital Asset Pricing Model (CA¥") which has remained
fundamentally unchanged for almcst iour decades, states that 10
a company's cost of capital is eaual i the risk-free rate of return
(typically the yield on a ten-ye-: treasury bond) plus a premium

to reflect the extra risk of ir.e investment in question. The pre-
mium is the historical diff=r<nce between the risk-free rate and

the rate of return on the stick market as a whole (measured by 15
an index such as the S£.r 530) multiplied by an adjusting num-

ber to reflect the volatiiity of the stock and the degree to which

it has historically moved up or down with the market. The adju-
sting number is called the stock's beta, and its calculation has

long been a source of frustration, since beta-based calculations 20
regularly produce cost-of-capital estimates that defy common
sense, on the grounds that: a) beta measures both correlation

and volatility; b) both values are computed using data from
some past period which may go back as little as 150 trading

days or as much as 5 years, and c) companies typically calculate 25
just one estimate of their discount rate, that which typically
applies to all future projects they may invest in, regardless of

the life or horizon.

The Market-derived Capital Pricing Model (MCPM) completely

29



Chapter 1: FINANCE & ECONOMICS

avoids the problems that bedevil the CAPM formula, as it is 30
based on the premise that investors require compensation for
three kinds of risk: a) the national confiscation risk, i.e. the risk

that an investor will lose the value of his or her investment
because of national policy — for instance, expropriation, or
confiscatory taxes, or a loose monetary policy leading to run- 35
away inflation; b) corporate default risk, i.e. the additional risk

that a company will default as a result of mismanagement irre-
spective of macroeconomic considerations; and c) equity return

risk, which reflects the extra risk that an equity investor bears
because his residual claim on the company's earnings is secon- 40
dary to debt holders' claims in bankruptcy or otherwise. The
third kind of risk being more complicated, we've broken down

its calculation into four steps: 1) calculate the forward break-
even price; 2) estimate the stock's future volatility; 3) calculate

the cost of downside insurance; and 4) derive the annualized 45
excess equity return.

Both options theory and options tradina = ¢perience tell us that

the marginal risk of an investme:nii {tine additional risk that a
company takes on per unit of ©im-! declines as a function of

the square root of time. If an investment is expected to be 50
worth $100 in one year bul has a projected volatility of 20%,
then its expected price: nas a high likelihood of ranging be-
tween $80 and $120 (~.t.= ziandard deviation in one year). But

if an investment is exr.,<<t:.d to be worth $100 in four years and

has the same pioi:cre:] volatility, then its expected price will 55
likely range betwaan $60 and $140 (one standard deviation
range in four years). In other words, increasing the holding
period from one to four years reduces the per annum risk of

the investment by 50% (that is, $20 over one year compared

with $40 over four years). Therefore, just as with interest rates 60
on debt, term structures should be taken into account when
calculating rates of return on equity.

A Vocabulary BuildinglSe

Find words or phrases in the text that mean the following:

1. Ayopaio YoSelypa AMoTiuNoNG KEQAAQIWY = .....vvvviiiiiiiiiiiannn
2. amoANOTPIWON = ..eiiiiiiiiiiieeeeee

30
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Trade Theory °

[Extract from: Caves R., Frankel J., Jones R. 1992. Aibvéc Eumdépio kai [NMnpwuéc.
Ekdooelg Manalnon]

Katavadwtég Kat Mapaywyoi Aiagoponoinpévwy
Mpoidvtwv Xtnv NMNaykéouia Ayopa

To Alayp. 8.4 amelkovilel TNV looppotia eEAeVBepoU eumopiou

yla TOUG TTapaywyous Kal TOUG KATavaAwTéG Kal Twv SUo Xw-
pwv. To eAeVBepo eunmdplo dnuIovPYEl pia povadikn TAYKO-
oula ayopd yia Ta diagoporotnuéva mPoiovTe. Ol IOXUPEG GUV-
OrKeg oupueTpiag mou B€caue, CUVOUAOUEVES s iV Katdpyn- 5
on Twv PPAYUWV Tou S81eBvoug eumopiou, LTiLS) VWVOUV OTIL TO
TTPOIOV KAOe emixelprioew¢ omMOUOATICT¢ I av BpiokeTal o€
omoladnmoTe Xxwpa gival To id10, evw =49+ crixeipnon mapdyel

™ SIKA TNG TOIKIA(Q.

Ot kaumUAec HH' kat FF’ mmou av “icvatxolv OTo €0WwTEPIKO Kat 10
™V {€vn xwpa, Seixvouv deaus i, »atavour mépwv oTov KAA-

60 TNguPavtoupyiag — To 61 enimedo OMWE Twv onueiwv H kat

F pe ouvONKeG QUTAPKELD.,. Hi KIVNON TTPOG TA VOTIOAVATOAIKA
QVTIMTPOOWTTEVEL YIa KOTE Y Urod TIEPIOPIOUO TOU aplBuol Twv
TTapayoOUeVWY TOIKIAIWY, arAd Kat avénon tng KAipakag mapa- 15
YWYNG TNG KABe molkiAiag. A¢ TpooBéooupe Twpa KABETA AUTEC
KAUTTUAEG, omdTte Oa €xouue évav YEWMPETPIKO tomo (H + F) o
omoiog Téuvel TNV KaurmuAn RC oto onpeio W.

Ot Slakekoppéveg opBoywvieg umepBoAEC TTOU TIEPVOUV amd Ta
onpeia H kat F &gixvouv toug cuvduaopoug tou peyéboug twv 20
ETMIXEIPNOEWV KAl TOU aplOUoL TwV EMIXEIPHOEWV TTOU amodidouv

T0 (610 CUVOAIKA TTPOIBV (LPacudTWVY). H Kivnon Tou E0WTEPIKOU

amé 1o onueio H oto onueio H' (kat tng &évne xwpag amoé to F oto

F’) Téuvel 6o kat uPnAOTePeC opBoywvieC UTIEPBOAEC Ki £TOL
Seixvel 6Tl yla otabepry Samdvn MOpwv oTnV KA, n kivnon 25
TIPOG ETIXEIPNOEIG LEYAAUTEPOU GYKOU Kal AlYOTEPWV TTOIKIAIWY
EMTPEMEL TNV AVENON TNEC CUVOAIKAC TTAPAYWYHS UPACUATWV.
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Unit 1.4: TRADE THEORY

NepiAnyn

0] EVTATIKOTNTEG TWV TTAPAYWYIKWY CUVTEAECTWV OTOV OUV-
Suaopd TNG CUVOAIKAG KATAVAAWGCNG UIAG XWPEAG AVTAVAKAOUV
TN péon maykoéouia mpolkodOTNoN O€ TTAPAYWYIKOUG CUVTEAE-
OTEG, AV Ol XWPEG EXOUV TTAPOUOLEC TTPOTIMAOELG. Ol pOEC EUTTO-
piov avtimpoowmevouv N dlagopd petaly mapaywyng Kal Ka-
TAVAAWONG, £TOL WOTE Ol OXETIKA TTAOUCIEG OE KEPANAIO XWPES
va €10AyouV KaTtd péco 6po ayaBbd OXeTIKAG EVIACEWC Epyaciag.
Ot damaveg petagopdg kat ot dacpoi e€umnpetouv Tn SlEVPULV-
on TNG KAIHOKAG Tapaywylkwv 6pacTnPIoTATWY OTIC OTTOIEC
pmopei va epmiakei pia xwpa. MNopot e161kd yia oplopéveg dpa-
oTNPELOTNTEG MPOOdIOoLV EMIONG éva CUYKPITIKO TTAEOVEKTNUA
mou &ev cUNapBAveTal AMAWC ATIO TIG KATAVOUEG KEQAAaiou-
gpyaoiac.

JupnAnpwpa Kegalaiov 2

210 OUMUTANPWHA AUTO TTAPOUC’ 4 it O CUHPBONOUOC Kal N
S1dpOBpwon Twv pabnuatikwy umoGCiv;, |dTwv Ta omoia Ba ava-
TMITOEOVE OTA EMOPEVA CUPIMINopata. Katd tov cupBoAiopo
pag, to ypdupa D apopd T TnTi|oeIg Kal To X TNV Tapaywyn).
'Etol, Df onpaivel (ATNoN TH4& AWV OTO ECWTEPIKO HIAG XWPEAC,
evw Xt mapaywyn veo.hdtwy otnv &évn xwpa. O actepiokog
OUMPBOAICeL E€veg NeTapnTEG, OTTWE OTO KEeipevo. H Tipn tou
ayabou j maplotdy <t we Pj av oTo e0WTEPIKO XPNOIUOTIOIEI-
TAL MO VOUIOUAT:S i+fOAOYIOTIKA HovAada, i we Pj* av n &évn
XWPEA XPNOolonC el SIaPOoPETIKA UTTOAOYIOTIKA Hovdada rj av n
&&vn T €ival Juvgpopetikn. H xpnolpomoinon e§lowoswv oto
Keipevo Sev ayvoeital Teleiwe. MN' autd, oTa CUUTANPWUATA
amnaiteitatl Sla@opetikd cvotnua apBunoswd. Etol, n E¢iowon
2.5.4 avagépetal otnV TETAPTN €£i0WON TOU CGUUITANPWUATOC
Tou Kegalaiou 2.

JupnAnpwua Kegalaiov 3

210 ouunAfipwua autd apyxifoupe deixvovtag pNTwE MWE €K-
@pdalovtal ol eTABOAEC TOU eMTESOU TOU TIPAYUATIKOU €10-
0ONMATOC HIOG XWPEAG. 2TN CUVEXEIQ AVOAUOUE TNV emidpacn
TTOU 0OKOUV Ol LETABOAEC TNG TIUAG otn {ATnon, TNV enidpaon
UTTOKATAOTACEWC Kal TNV emidpaon elcodnpatoc. E€etaloupe,
eMiong, TIG METABOAEG TNG TTAPAYWYNG KAl AVATTTUCCOOUME Hia
aAyePpikn mapdotaon NG eAactikéTNTAG TNG (ATNONG MIag

30

35

40

45

50

55

60

37



Chapter 1: FINANCE & ECONOMICS

XWPAC Yia El0aywYEC. TEANOC, KAVOUUE Uia pabnuatikn diatunw-
on yta va d&gi€oupe mw¢ o eumdpto mou die€dyetal CUUPWVA e
TO OUYKPITIKO TTAEOVEKTNMA 0ONYEl O WPENELEC. 65

A Vocabulary Building Se

Choose the correct equivalent for the words or phrases listed below (more than
one answers may be correct):

1. ayabd (yevikd) =......

a. good; b. commodity; c. item
2. aAyeBpikn mapdotaon =......

a. arithmetic b. algebraic ¢. numerical

form; expression; presentation

3. apiBunon=......

a. arithmetics; b. numbering; C. measurement
4. aotepiokog¢=......

a. hash; b. asterisk; c. star
5. auvtdpkela=......

a. autarchy; b. autaiky, c. sufficiency
6. YEWUETPIKOG TOMOC =.......

a. geometrical field; b. g=cmetrical space; c. locus
7. daopoi (yevikd) =......

a. tariffs; b. duties; c. fees
8. OdlakeKoppEVN YPAPUA =.......

a. cutline; b. dashed line; c. dotted line
9. d1dpbpwon=......

a. articulation; b. pattern; c. structure
10. Slag@opomoinuévo poidy =......

a. differentiated b. diversified ¢. modified

product; product; product

11. ehaotikéTnTa ((ATNONG) = . . . ...

a. elasticity; b. flexibility; c. stretch
12. evtatikOTNTO/évTaon (CUVTEAECTWY TTAPAYWYAG) =......

a. intensification; b. intensity; c. tension
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