Agencies

When you export you may need the services of some kind of intermediary to ensure that the goods reach the final user. Agents usually work in the country of the buyer.

Goods should be handled by agents when

· A thorough knowledge of a distant market is needed

· After-sales servicing is needed

· You want to introduce goods to a new market

Types of agents

1. Commission agent: He obtains orders on behalf of the principal (exporter). He is paid a commission on the business received from the area in which he operates. Rates of commission vary; if he has to supply a great deal of information and provide an after-sales service, he will be paid more.

2. Del credere agent: The agent takes the credit risk on behalf of his customer, thus he guarantees payment. He is paid a higher rate of commission.

3. Sole agent: He is appointed for a particular territory and is entitled to a commission on all the business received from his area.

The main tasks of commission agents

· Following up orders

· Checking the exporter’s documentation and transport arrangements

· Ensuring payment in accordance with the agreed terms

· He is the seller’s representative in the market

· He doesn’t carry stocks

Distributors

He also act as the principal’s agent but his usual task is to stock the product and supply local buyers on demand. Usually he buys the product from the seller and re-sells it at such a price that he makes a profit.

Types of distributors

1. Sole distributor: He has the exclusive importing rights for a particular territory, and all buyers are referred to him for their supplies of the product. He is the local stockist, and the seller’s representative in that market. He provides after-sales services and sends back information.

2. Distributor who has the goods on consignment: He doesn’t buy the goods he receives from the exporter, thus the stocks remain the property of the exporter. The distributor is only responsible for selling them and then accounting to the exporter. This is ideal for stocks of a product, which is new or not yet in demand.

Sources of finding an agent

· Advertising in trade journals

· Contacting government departments of trade

· Consulting Chambers of Commerce, Consulates, Trade Associations and banks

Parts of the Agency Agreement

1. The names and addresses of both parties

2. The purpose of the agreement

3. A description of the goods

4. A territory to be covered

5. The duties of the agent

6. The duties of the principal

7. Any restrictions

8. The prices and terms

9. The remuneration of the commission agent

10. Payments for additional work

11. The starting date of the agreement and the extent of the notice to be given if the agreement is to be terminated

12. The arbitration procedure to be followed in the event of any disputes

5.

The Stock Exchange

The Stock Exchange is a highly organised financial market where bonds, stocks and shares are bought and sold. It is a free market because the prices of securities move in response of supply and demand. When a company invites the public to invest in it, the money is put to permanent use. Therefore the money cannot be returned to the investors because it has been used. The only way that the shareholders can get their money back is by selling their shares to someone else through the Stock Exchange.

If you want to buy or sell shares you can go to the local branch of your bank and tell them what and how many shares you want to buy. The bank will turn to a broker, who goes to the SE on your behalf. The broker works for you on a commission, which is a small percentage of what the shares cost.

A security is a written or printed document acknowledging the investment of money. It covers all kinds of investment with which the SE is concerned. The reward paid is called a dividend, because the profit is divided up among the shareholders.

Types of securities traded on the SE:

Securities fall into two categories, ‘fixed interest’ and ‘equities’.

With fixed interest stocks the investor know in advance the amount of interest he is due to receive. Usually, the rate of interest is truly fixed and is stated prior to investment.

Equities represent an equal share of the capital of the business, and an equal division of the profits. Nothing is fixed in respect of equities – if the company does well, so does the shareholder, if the company does badly, the shareholder may receive no return on his investment.

I. Gilt-edged securities (government stocks) are bonds issued by the government of the UK. The name conveys the impression of reliability. The investors are entitled to a fixed rate of interest (yield) at fixed dates (redemption date) on the nominal value.

II. Local authority bonds are issued by local authorities and the money invested represents a loan to the authority.

III. Debentures are issued by companies when the investor lends money to the company, and for his loan he is entitled to receive money in return, the interest. It is also a kind of bond. Debenture holders have no involvement in the management of the company.

IV. Shares or stock certificates are documents stating that the owner has a share in a specific company because he has invested money in it. They entitle the holder to participate in the ownership of a company and to receive its profits if there are any. (dividend) There are two main types of shares:

· Preference shares: Their holders have the right to receive dividends before ordinary shareholders. Normally preference shares pay a fixed rate of dividend but only if sufficient profits are available to make a payment. They carry no voting rights.

· Ordinary shares (equities): They represent a share in the ownership of a company. Each share is entitled to an equal proportion (dividend) of the company’s profit. The amount of dividend to be paid is decided by the directors of the company and is dependent upon the profitability of the firm. Ordinary shares are known as ‘blue chips’.

The basic difference between a share and a bond is that shares represent ownership in a company, while bonds represent money lent to a company or a government, at a certain rate of interest.

The Stock Exchange ‘animals’

They are ‘bulls’, ‘bears’ and ‘stags’. They are called speculators rather than investors because they trade in the market for short-term benefits, not long-term gains.

· Bulls believe that the price will rise, so they buy shares and hope to sell them later for a profit.
· Bears think that prices will fall so they sell shares and hope to buy them back at a lower price. (When prices are thought to be rising, the market is described as bullish; when they are falling, it is called bearish.)
· Stags specialize in buying carefully selected amounts of newly issued shares before they are traded on the SE. If they are lucky, they sell these shares as soon as they are traded and make a large, quick profit.
New shares

Although new issues of shares are made outside the SE on the ‘new issue market’, application is usually made for the shares of public companies to be listed (quoted) on the SE. New shares are sold by one of the following methods:

· Offer for sale: Issuing houses acting as agents on behalf of the company will sell the shares direct to the general public. This may be done by publishing a prospectus about the company.

· Placing: All the shares are ‘placed’ in blocks with large buyers such as institutional investors, for example, pension or union funds.

· Rights issue: These are shares offered only to existing shareholders of the company at lower than current market prices and in proportion to their shareholding. This method is used to raise additional capital for a firm.

Membership

Only Member Firms of the SE are allowed to take part in dealing on the Exchange floor and outsiders must carry out their buying and selling through them. The Member Firms are called Broker/Dealers (Brokers) and some of these specialise as Market Makers.

Broker/Dealers: These are SE Member Firms, which buy or sell shares as agents for public investors, or as principals for their own account with other Member Firms or outside investors, or they can act in a dual capacity as both agent and principal. Some of them are specialise as Market Makers.

Market Makers: They can operate on the SE floor, off-floor, or both on and off floor. They make a market in shares by being prepared to buy or sell shares at all times to and from Broker/Dealers. They may deal direct with the B/Ds on the Exchange floor, or indirect through the SEAQ (Stock Exchange Automated Quotation System). Market makers tend to specialise in a particular range of securities, e.g. shares related to shipping, oils… They quote a double (two-way) price verbally and also on SEAQ, for example, 420 to 428 – indicating that he is willing to buy a certain share at 420p and sell at 428p.

Bargains are often carried out by private negotiation and sealed by verbal agreement. (My word is my bond. – This is the motto of the SE.)

The staff of Broker/Dealers

It consists of two groups: Those who are engaged in work outside the SE, and those who are involved with work inside the SE. The latter group can be subdivided into ‘authorised’ and ‘unauthorised’ clerks:

Authorised clerks have the authority to act on behalf of their principals and to enter into transactions on their behalf.

Unauthorised clerks are permitted to enter the House but do not have the authority to enter into transactions.

Classification of stocks

The Official List is the major of the Exchange’s three markets for the UK shares; and the International Stock Exchange’s Daily Official List is the list of official prices published each day.

The stocks, which the SE deals with, are put into groups called alpha, beta and gamma stocks according to their trading volume. 

The unlisted securities haven’t been admitted to the Official List and are traded on the USM (Unlisted Securities Market). These are usually medium-sized companies, which do not qualify for, or do not wish a full listing.

The Third Market is the Exchange’s market for small companies, which qualify neither as a listed company nor for the USM.

Unit Trusts are baskets of shares. They are managed by professionals and are holdings in various companies, which are divided into units. People invest in unit trusts in order to spread the risk rather than putting all their eggs in one basket.

Underwriting is an arrangement by which a company is guaranteed that an issue of shares will raise a given amount of cash.

Vocabulary

To be responsible of sg




reagálva, válaszolva vmire

Commission






jutalék

Reward






jutalom, ellenszolgáltatás

Equities






(törzs)részvények

To be due to sg





jár neki, esedékes vmi

Prior to sg






vmit megelőzően

Capital of sg






tőke(javak)

To convey sg






közvetít vmit

Yield







hozam

Sufficient






elegendő, elégséges

Proportion






arány

Principal






megbízó

In a dual capacity





kettős minőségben

Bargain






alku, ügylet, üzletkötés

Sealed by sg






megpecsételve vmi által

Authorised






felhatalmazott

Authority to do sg





engedély, felhatalmazás, megbízás 

To admit sg somewhere




felvesz, beenged vkit vhova

Market research

Market research investigates what consumers are buying or are likely to buy in the future. The research is normally carried out before launching the advertising campaign. Thoroughly carried out, market research can help to direct advertisers to the most economic and effective way to run their campaign. Sometimes market research is carried out after the product is already well established in order to assess and improve advertising and evaluate product performance.

Before making goods for a new market it is necessary to discover first of all if the goods can be sold profitably in that market. To answer this question is one of the objects of market research, which may be carried out to determine:
a) If a new product is likely to find a market;

b) Whether an established product is likely to meet with brisk demand in a new market;

c) Why sales of a product have declined, either generally or in a certain area.

The aims of market research are

· To find out what the public wants so that the business does not waste resources producing goods or services that are not required.

· To assess likely volume of demand to ensure that overproducing does not occur.

· To discover what will influence consumers – product name, style and colour of packaging (best target audience, price range, and effective hidden persuaders)

A market research campaign does not guarantee that a product will be successful, but from it the manufacturer can learn what the attitudes of potential customers are, how some of them will react to this product if it were on sale at such-and-such a price and what competition already exists in his field.

In selling overseas, market research is even more important and agents abroad can pass on much valuable information to the exporter. The exporter must consider, for example:

1. Physical and climatic conditions

2. Social conditions (the high or low standard of living)

3. Traditions and customs (habits of work, play and dress; religion)

4. Existing products and structure of trade (satisfactory locally-made products, suitability of packaging, assurance of after-sales service)

5. The legal aspect (safety regulations for vehicles and machinery; left- or right-hand drive for cars; restrictions on the sale of drugs and any import quotas)

Methods employed in research

Those carrying out market research find out the information they seek by asking a cross-section of the public (from all age-groups and social backgrounds) a number of carefully designed questions. The questioning is carried out in a variety of places:
In the street, shop or home

The researcher has a set of prepared questions. The answers to many of these questions can be quickly recorded by ticks in boxes marked Yes or No.

Questionnaires circulated in shops or homes

A carefully constructed questionnaire must be:

· Easy to understand

· Simple to answer, perhaps by ticks

· Capable of useful analysis (frequently by computer)

Sampling

· Members of the public may be invited to try the product, or compare one or more samples and make constructive observations.

· Test marketing may be carried out by selling the product in a small sample area in order to assess likely demand prior to commencing full-scale production.

Marketing research is distinguished from market research in that while the latter deals with the pattern of a market, the former deals with problems involved in marketing a particular product. It starts with market research and then studies practical difficulties in selling and deciding, for instance, what lines might be pushed in particular areas and what special problems might be met in any particular region. It is concerned with the problems attached to selling a particular product for a particular manufacturer, while market research on the other hand would tend to study the state of consumers’ demand in relation to perhaps a group of products of the similar kind.

Vocabulary

To refer to sg





céloz, hivatkozik, vonatkozik vmire

Appropriate





alkalmas, megfelelő

To entail sg





maga után von vmit

Related to sg





vmire vonatkozó, vmivel kapcsolatos

To dispose sg





elrendez, elrendel vmit

To split sg into sgs




felosztani vmit

Sub-division





alosztály, alrészleg

Deliberate





megfontolt

Sustained effort




kitartó, hosszas erőfeszítés, fáradozás

To maintain sg




fenntart, ellát, karbantart, támogat vmit

Mutual






kölcsönös

Conviction





meggyőzés, meggyőződés

Product life cycle




termék életciklus

Pre-launch





bevezetés előtti állapot

Maturity





érettség (szakasza)

Decline





hanyatlás

Saturated market




telített piac

To react





reagál, visszahat, hatással van vmire

To persuade sy to do sg



rábeszél, meggyőz vkit vmiről

To consider sg





megfontol, figyelembe vesz vmit

To undertake sg




elvállal vmit, belekezd vmibe

To put a product on the market


egy terméket piacra dobni

It is worthwhile to do sg



érdemes megtenni vmit

To consume sg




elfogyaszt, felhasznál, felemészt vmit

To show a profit 




nyereséget mutat fel

Steadily





szilárdan, egyenletesen

Vigorous





életerős, intenzív

To recognise the signal



felismerni az előjelet

To improve sg





fejleszt, javít vmit

Appeal

fellebbezés; vmihez folyamodik, hatással van vmire

Competitive edge




(?)

To become a driving force



vezető erővé válni

Underlying sg





vminek az alapja

To put sy first





vkit első helyre venni

Division





osztály, részleg

To be urged to sg




ösztönözve, siettetve, kényszerítve vmire

To cause sy to do sg




vmit csináltat vkivel

Features and benefits




jellegzetességek és előnyök

To be aware of sg




tisztában van vmivel

Threat






fenyegetés

To take account of sg




vmit számításba venni

Unique selling proposition



döntő értékesítési érv

To arouse one’s interest



vki érdeklődését felkelteni, felébreszteni

To investigate sg




vizsgál, tanulmányoz, kutat vmit

To run a campaign




lebonyolítani egy kampányt

To evaluate product performance


kiértékelni a termék teljesítményét

To determine sg




megállapít, elhatároz vmit

To meet with brisk demand



élénk kereslettel találkozni

Best target audience




a legjobb célközönség (?)

Price range





árskála, árintervallum

Hidden persuaders




rejtett ösztönzők

Such-and-such a price



ilyen és ilyen áron

Satisfactory





kielégítő

Legal aspect





a törvény nézőpontjából

A cross-section of the public



a lakosság reprezentatív keresztmetszete

Questionnaire





kérdőív

Prior to commencing full-scale production

a teljes fokú termelés megkezdése előtt

To be distinguished from sg



megkülönböztetve vmitől

The latter





az utóbbi

The pattern of sg




vmi formája, mintája, sémája

Former deals with sg




vmi korábbi megoldásai

7.

Money and finance; Types and functions of money, Banking services

Money

The act of exchanging includes giving and receiving, accepting one thing for another.

Money is a means; it does simplify economic life. Money is anything used by a society to purchase goods and services.

Types of money

· Commodity money (shells, tobacco, leather, fur...)

· Hard money (bars and coins of precious metals)

· Token money (coins of any other metals)

· Paper money or soft money (bank notes)

· Substitute money (bank deposits, cheques, bills of exchange, Treasury bills)

Functions of money

1. Medium of exchange: This is the primary function of money. The owners of products accept it because they know it is acceptable to the owners of other products. Money is wanted not for its own sake but for the things it will buy.

2. Measure of value: The prices of all products and resources are stated in terms of money. It is the means that we use to compare products.

3. Store of value: Money can be held and spent later. (disposable income, discretionary income, liquidity)

Characteristics of money

· Divisibility: Money must be capable of division into smaller units in order to accommodate small and large purchases.

· Portability: It must be small enough and light enough to be carried easily.

· Stability: Money must retain its value over time.

· Durability: The objects that serve as money should be strong enough to last through reasonable usage.

· Difficulty to counterfeiting
Banking operations

Traditional services

I. Collecting deposits

· Demand deposits: They can be claimed immediately and no interest is paid on them but no expenses are charged by the bank.
· Savings deposits: The bank pays interest on them, and gives savings books or passbooks to certify the deposit.
· Transfer deposits: These are types of savings deposits for the payment of public utilities.
· Time deposits: They yield a higher interest but are not immediately available. These deposits are locked up for a specific period of time. Withdrawal from them is carried out by a written notice.
II. Lending

· Overdraft: The current account holder may write out cheques for more money than there is in the account. Then the account is overdrawn or in the red. The amount is the overdraft. This type is used for short-term borrowing.
· Loan: The amount requested is transferred to the customer’s account. The loan is repaid in regular fixed amounts including interest, over a specific period of time.
· Bridging loan: It is provided by a bank as a temporary measure for a very short period until other expected funds become available.
III. Other services

1. Accounts

· Current account: It allows the owner to use a chequebook but the money doesn’t earn interest. The bank issues regular statements showing debit and credit entries and the balance. Overdrawn is allowed.
· Deposit account: It earns interest but it doesn’t allow the owner to use a chequebook. The rate of interest fluctuates. Withdrawal from a deposit account is carried out by a notice.

2. Savings account services

They enable the smaller saver to put money away for particular purposes.

· Collection service: The bank is ordered to proceed against a debtor and demand outstanding or overdue accounts. (Collection against documents, opening documentary credits, preparing and presenting drafts, handing commercial documents, settling payment promises.)
· Remittance: Financial institutions transfer amounts from one bank account to another.
3. Transfer

· Standing order: The bank makes regular payments of a set sum from one bank account to another on behalf of the customer. This service is available to current account holders, and useful if the transferred amount doesn’t change.
· Direct debit: Customers fill in and sign a form, which gives permission for a payee to withdraw regular amounts from their account. The amount may be varied.

· Bank giro: This is a method of credit transfer of funds directly into the account of someone else, who may hold his account at another branch or even a different bank to the person making the payment. In-payment can be made with cash or cheque. The two basic type of credit transfer are

· Single transfer: Customers can make a single payment directly to a stated bank account by printing bank giro credit forms at the bottom of their bills.

· Multiple transfer: The payee only writes out a single cheque to pay several bills or a number of different people.

4. Bank cards

· Cheque card: They are issued by banks to reliable customers. They are used to guarantee payment of a cheque up to a maximum amount, which is stated on the card.

· Credit card: It is a financial service run by the commercial banks. It serves for purchasing without using cash or cheque. The cardholder signs for goods or services and presents the card to the trader. The bank pays the trader and the customer later pays the money to the bank.

Electronic banking

It is the newest service provided by financial institutions. Electronic Funds Transfer (EFT) is a means of performing financial transactions through a computer terminal or telephone hook-up. The system can be used in the following ways: 

1. Automated Teller Machines (ATMs): These can dispense cash from the client’s current or savings account. They can also accept deposits and provide information about current account balances at all times. 

2. Automated Clearing Houses (ACHs): They make debit and credit transfers between banks easier, quicker and safer. Large companies can use them to transfer wages.

3. Wire transfers: They are quick payment transfers between banks by the communication system.

4. Clearing House Interbank Payments System (CHIPS): To make inter-bank payments easier, banks created a new type of electronic transfer organisation.

5. Point-of-sale (POS) terminals: They are computerized cash registers located in a retail store and connected to a bank’s computer terminal. Once the customer is identified, the POS terminal automatically and immediately transfers the required amount of any purchase from the bank account to the store’s account.
Non-banking services

· Executorships and Trustee Services: Banks may be allowed to handle real estate or personal property on the basis of trusteeship when people die.
· Investment Services: They include safe custody of demand deposits and collecting yields of these deposits.
· Insurance Services: Most banks have Insurance Departments to arrange all types of insurance.
· Economic Information: Banks provide information on leasing agreements; they perform agency activity in factorisation. In the case of outstanding debts or drafts the act of forfeiture also requires financial advice because forfeiture risks may include liquidity, transfer, exchange rate, commercial and political risks too.
Vocabulary

Disposable income




rendelkezésre álló jövedelem

Discretionary income




tetszés szerint elkölthető jövedelem

To accommodate sg




alkalmazni, alkalmazkodni

To retain sg





megőrizni vmit

Counterfeiting





hamisítás

Temporary





ideiglenes

Remittance





átutalás

To dispense sg




adagol, kioszt vmit

Executorships





végrendelet kezelés, végrehajtás

Trustee services




vagyonkezelői szolgáltatások

Estate






vagyon, hagyaték-

Custody





letét

8.

Banking systems (Hungarian and British)

Hungary

Historical background

The Hungarian banking system is linked historically to the Austrian banking system. Austrian commercial banks and saving banks, together with the central bank of Austria, traditionally carried out their activities in Hungary as well as Austria.

After 1945 a process began to nationalise the banking system. The law stated the ownership of the shares of NBH and the main commercial banks. The primary functions of NBH as a socialist central bank were developed in 1948, and a one-tier banking system – which meets the needs of a strictly planned and centralised economy - established. In this model the central bank provides commercial bank functions, grants credits and accepts deposits from companies and co-operatives. 

The TWO-TIER banking system

On January 1, 1987 comprehensive changes were introduced in Hungary’s banking system. The central and commercial banking functions were separated. The new two-tier banking system – where the central bank is the bank of the banks, and the commercial banks are in direct contact with companies – is intended to make the allocation of financial resources more efficient. The new banking environment is based on the challenge of a macro-planned, market oriented economy. The new system allows the NBH to focus on macroeconomic policy issues, leaving the microeconomic aspects of credit allocation to the commercial banks. Thus the NBH is responsible for formulating and executing monetary policy, and the performance of other traditional central banking functions, i.e.

· It issues bank notes and coins in order to ensure the amount of cash needed for money circulation.

· It makes proposals for money and credit policy to be applied.

· It establishes the national payment and accounting system, determines the rules of money circulation.

· It collects reserves of gold and foreign exchange end manages them.

· It makes proposals for external credit and exchange rate policy.

· It determines and publishes the official exchange rate of foreign currencies in terms of Forints.

· It maintains contacts and coordinates the relations of Hungary with the international financial institutions. 

The bank of issue enjoys complete independence in the formulation of its interest policy, while it must determine the exchange rate policy jointly with the government.

When the two-tier banking system was started in January 1987 the commercial banking tasks related to the company and entrepreneurial sector (keeping of accounts, financing, active and passive banking operations, etc.) were taken over by three new big commercial banks:
Hungarian Credit Bank Ltd. (MHB)

Commercial and Credit Bank Ltd. (KHB)

Budapest Bank Ltd.

And by the Hungarian Foreign Trade Bank Ltd which had already been functioning earlier and had a lot of experience. At the start the clients were allocated among the banks, but at present clients are already free to choose their bank.

Banking services 

Banking services to the population and private entrepreneurs were provided by the National Savings Bank (OTP), Savings Cooperatives and Postabank, which at that time were not yet active in the company sector.

Beyond this, at the start of the two-tier banking system 15 non-monetary financial institutions functioned in Hungary. Among these the State Development Institute, as the legal successor to the State Development Bank, had a functionally decisive weight, as it was specialised in the financing of outstandingly important development projects. Three banks with foreign participation had also functioned already prior to the establishment of the two-tier system. The financial institutions specialised in enterprise and innovation, as well as financial institutions of a non-banking character (insurance companies) were participants in the money market.

The reforms of January 1, 1987 aimed at

Facilitating greater competition with the banking system

Developing a market-based system of resource allocation

Assuming a profit-oriented approach

Developing the skills to identify and balance profit opportunities against the corresponding risks

In June 1987 commercial banks were given the right to compete for corporate customers and companies (corporate customers) became free to choose their bank.

The integration of the company and population banking activities

It started in January 1, 1989. Thus the commercial banks and the financial institutions functioning like banks became authorized to carry out banking transactions both for the companies and for the population. The integration made possible also the liberalization of the interest rates on the population’s deposits and credits.

The first step of the decentralization of foreign exchange operations

The NBH authorized the commercial banks to collect foreign exchange deposits from foreign economic entities not qualified as banks, form private persons and from domestic economic entities, which were entitled to open foreign exchange accounts.

In 1990 the bank of issue further expanded the entitlement of the commercial banks to carry out the foreign exchange transactions related to convertible currency trade, to administer the commissions as well as costs related to trade. Besides the Hungarian banks built up the chain of foreign corresponding banks necessary for the above services, and with the agreement of the NBH they can keep “nostro accounts” with the selected foreign banks and on sight “loro accounts” for the foreign banks.

The law on financial institutions and on the activity of financial institutions (The Banking Act)

It was entered into force on December 1, 1991. This law wants to provide protection to those who place deposits and savings with the financial institutions, protects the competitors participating in the money and capital market, the consumers who avail themselves of the services of the financial institutions. But it wants also to protect the integrated system of the money and capital market, its workability through enhancing the solvency of the financial institutions and the security of their activity.

A further important element of the Banking Act is the provision of equal chances in competition. But at the same time, only those players should be able to enter the money and capital market who will work in a stable way in the longer term run too. For the sake of this stability the law stipulates the formation of reserves in order to moderate the risks of operation and for the sake of solvency.

Supervising the banks 

This is the task of the state on the basis of the Banking Act, and it is embodied by the State Banking Supervisory Authority. The work of this institution is assisted by the Banking Supervisory Commission.

Great Britain

Bank of England

It plays the prominent role as the country’s central bank, and at the hub of most banking activity. The Bank or ‘The Old Lady of Threadneedle Street’ is at the centre of the British banking system, and plays a major role in controlling the monetary system. It was nationalized in 1946 and is controlled by a court of directors appointed by the state.

Functions of the Bank

I. It is the government’s bank

This is the major function of the bank. 

It manages the government’s banking accounts. 

The Bank advises the government on formulation of monetary policy and assists the government in carrying out the monetary policy.

It also handles the arrangements for government borrowing. (Short term – mainly through the sale of Treasury bills; long term – by management of government stocks)

It manages the exchange equalisation account by influencing the value of sterling by selling or buying pounds to affect the foreign exchange market prices.

II. It controls the note issue

The Bank has the sole responsibility for the issue of bank notes in England and Wales.

III. It is the bankers’ bank

Each of the clearing banks has an account with the Bank, and during the process of cheque clearing debits and credits are made to these accounts as a means of interbank settlement. 

The clearing banks keep about a half of their liquid reserves deposited at the Bank and use these for settling debts among themselves.

The commercial banks rely on the Bank if run short of money or require loans.

IV. It has international responsibilities

The Bank provides services for other central banks and some of the world’s major financial organisations such as the IMF.

V. It is the ‘lender of last resort’

If the commercial banks run short of cash they recall deposits they have in the money market. This leaves the discount houses short of funds. The Bank ‘lends as a last resort’ to the discount houses.

Discount houses

The London Discount Market Association consists of twelve companies basically concerned with borrowing and investing money on a short-term basis. 

The main functions of the discount houses are

Accepting very short-term deposits from businesses in return for a low rate of interest

Using funds raised in this way to purchase a variety of assets (treasury bills, bills of exchange and gilt-edged securities)

Providing immediate finance for companies by discounting reliable bills of exchange

Clearing banks

They handle the exchange and settlement of cheques through the clearing house system. The functions of clearing banks are as follows:

Acceptance of deposits of money

Providing a system of payments mechanism

Supply of finance

Provision of a wide range of services

Trustee Savings Bank (TSB)

It is a fully-fledged bank. It offers a variety of services similar to those of the other clearing banks, and aimed at the personal customer.

Current, deposit and savings and investment accounts

Credit transfer facilities

Overdrafts, personal loans and mortgage loans

Combined credit, cheque guarantee card; travel cheques and foreign currency

State banks

The National Savings Bank is operated through the Post Office. The National Girobank is a state-run bank and is a part of the business of the Post Office, but is financially independent from it.

Merchant banks (acceptance houses)

These are private firms that offer highly specialised service almost exclusively for business customers. The main activities of merchant banks are accepting house activities, issuing house activities and capital market activities.

1. Acceptance house activities

The traditional activity of merchant banks is ‘accepting’, i.e. lending their name to a bill of exchange issued by less well-known traders. By endorsing the bill, the accepting house guarantees payment of the bill.

2. Issuing house activities

Merchant banks play a major role in assisting in raising company finance by sponsoring first issues of company shares on behalf of their clients, or acting as intermediaries between companies seeking capital and those willing to provide it.

3. Capital market activities

Merchant banks are also involved in a wide range of other capital market operations, such as

Operating some current account services for customers

Accepting larger deposits

Offering consultancy services to businesses wishing to become limited liability companies

Advising on company problems

Providing finance for hire-purchase, local government and industry

Operating unit trusts

Assisting in investment of trustee funds for large institutions

Acting as agent to companies establishing branches overseas

Dealing in the precious metals market

Foreign banks

There are now about 400 foreign banks (particularly from European countries) in London existing to give service and credit to companies from their own countries operating in Britain. A number of these banks have expanded their activities and they now make substantial sterling loans to British borrowers.

Finance houses

The Finance Houses Association (FHA) consists of forty-three member companies who control 80 per cent of the instalment credit business in the UK.

Vocabulary

Saving bank





takarékpénztár

To carry out sg




teljesít, kivitelez vmit

Process





folyamat, fejlődés, eljárás

Deposit





betét, letét

Comprehensive




átfogó, széleskörű

To be intended to do sg



szándékozik, tervezve van vmi célból

Allocation of financial resources


üzleti tőke-kihelyezés

Environment





környezet

Challenge





kihívás, feladat

To issue sg





eredményez vmit (fn kimenetel)

To issue bank notes




bankjegyet kibocsát

Applied





alkalmazott, alkalmazásra kerülő

Reserves of gold




aranytartalék, aranykészlet

Exchange rate policy




árfolyampolitika

In terms of sg





vmihez képest, viszonyítva

To maintain sg




fenntart, ellát, támogat vmit

Bank of issue





jegybank

Jointly with sy





Együttműködve vkivel

To relate sg to sg




összekapcsol vmit vmivel

Entrepreneurial sector




vállalkozói szektor

To take over sg




átvenni vmit

To be allocated among sgs



vmik között elosztva

Successor





jogutód, örökös

Prior to sg





vmit megelőzően

To assume sg





felvesz, átvesz vmit

Corresponding risks




velejáró kockázatok

Corporate customer




jogi személy (?)

To be authorized to do sg



engedélyezve, feljogosítva vmire Economic entity




gazdasági társaság (?)

To be entitled to do sg



jogosult megtenni vmit

Related to sg





vmivel kapcsolatban, összefüggésben

To administer the commission


a jutalékot kezelni (?)

The Banking Act




banktörvény

To avail oneself of sg




igénybe vesz, hasznát veszi vminek

To enhance the solvency of sy


növeli, erősíti vki fizetőképességét

For the sake of sg




vmi kedvéért, vmi miatt

To stipulate the formation of reserves

meghatározza a tartalékképzést

To supervise sg




felügyel vmit

To be embodied by sg



megtestesülve, testet öltve vmi által

Prominent role




kiemelkedő szerep, jelentőség

Hub







középpont, kerékagy

Stocks







értékpapír, kötvény, tőke

Exchange equalisation account


árfolyam kiegyenlítési számla (?)

To influence the value of sterling


befolyásolni a font értékét

To affect sg = to influence sg



befolyásoln, kihat, érint vmit

Note issue





bankjegykibocsátás

Sole







kizárólagos

Cheque clearing




csekk elszámolás, kiegyenlítés (?)

A means of interbank settlement


bankközi elszámolási mód, eszköz

To be deposited at swhere



betéve, letétbe helyezve vhol

To settle debts





adósságot kiegyenlíteni

Lender of last resort




végső hitelező

To recall one’s deposits



felmondja a betéteit

Fund







tőke, készlet, alap, fedezet

To concern with = to deal with sg


foglalkozik vmivel

Assets







aktívák, vagyon, értékpapír, nyereség

Gilt-edged securities




aranyrészvények, értékálló értékpapírok

Trustee





meghatalmazott, vagyonkezelő

Trustee savings bank




takarékpénztár (UK, ?)

Fully-fledged





kifejlett

Overdraft





hiteltúllépés, számlahitel, technikai hitel

Mortgage loan





jelzáloghitel

Merchant bank = commercial bank


kereskedelmi bank

Acceptance house activities



elfogadási tevékenység

Issuing house activities



kibocsátási tevékenység

Capital market activities



tőkepiaci tevékenység

Hire-purchase





részletfizetés, bérlés

To operate unit trusts




egységhitel-nyújtás (?)

Trustee funds





bizalmi tőke (?)

Precious metals/stones



nemesfémek / drágakövek

To make substantial sterling loans to sy

tekintélyes font-kölcsönt nyújtani vkinek

Instalment credit business



részletvisszafizetési hitel (?)

9.

Types of business

Private enterprise

Businesses that are owned by private individuals (some of the public) engaged in the production of goods or services. There are four main types of business ownership in the private sector of the economy:

· Sole traders

· Partnership

· Private limited companies (Ltd)

· Public limited companies (Plc)

Special forms of private enterprise are co-operative societies and holding companies.

Public enterprise

These are industries and services owned by the state (all of the public) and run by central or local government. The two main types of public enterprise are

· Municipal undertakings

· State undertakings

Unlimited liability

If the firm that has unlimited liability goes bankrupt and cannot pay its creditors, the owner’s personal possessions such as car or home and its contents can be taken and used to pay the debts owed.

Limited liability

The liability of shareholders for the debts of a business is limited to the amount they have invested in the business and not their personal assets.

Private enterprise

Sole traders

This type of firm is owned by one person who provides all of the capital needed to form, operate, or expand the business. This is the simplest and most common type of enterprise.

Advantages: needs a relatively small amount of capital; no consulting with partners; no sharing of profits; knowledge of all aspects of the business

Disadvantages: the business has unlimited liability; difficulty in continuing business in case of absence; division of labour may be difficult; shortage of capital; difficult to borrow money

Partnership

Two to twenty members incorporate into the business and work together for profit with unlimited liability. It is possible to have a limited partnership but at least one partner must accept unlimited liability. A sleeping partner is one who invests in the business but takes no active part in running it; he is fully liable with other partners for debts.

Advantages: easily formed; greater continuity than sole trader; more people are available to contribute capital; expenses and management are shared

Disadvantages: generally unlimited liability; possible conflicts between partners; membership limit

Private limited company (Ltd)

It is allowed from two to an unlimited number of members (shareholders). The capital of the firm is divided into shares, but the shares are not sold on the Stock Exchange and they cannot be advertised for sale publicly. It is sometimes referred to as Joint Stock Company.

Advantages: more people can provide it with capital; has greater continuity; has limited liability

Disadvantages: difficulty of capital raising because shares cannot be offered for public sale; audited accounts are open to public inspection

Public limited company (Plc)

It is allowed from two to an unlimited number of shareholders, and it can advertise shares and debentures for public sale. Its shares are listed on the Stock Exchange. When an investor buys shares in a limited company he becomes a part owner and gets the right to some say in the way that the company is operated. The shareholders elect a board of directors to decide overall company policy, and a chairman is also elected to regulate board meetings.

Advantages: limited liability; maximum continuity; ability to raise large sums of capital; economies of scale; the ability to buy special equipment saves in labour and expense; easier to borrow money

Disadvantages: formation involves considerable documentation and expense; too many rules; annual accounts are open to public inspection

Special business relationships

Franchising

In franchising, a company allows someone to buy the right to use their products or techniques under their trade names. It offers a ready-made business opportunity for those who gave the capital and are willing to work hard. It also provides an extensive marketing background.

Co-operatives

Small units of agriculture or manufacturing owned by people (usually its workers) with small and limited amounts of capital combine together for the purpose of sharing labour and buying or hiring equipment, enjoying economies of scale and buying in bulk.

Holding companies

Businesses form a temporary or permanent combination to achieve a certain aim, for example in order to bring together several separate processes into one production unit.  Each member company retains its legal entity. A holding company can have subsidiaries (affiliates).

Building societies

They operate on a non-profit-making basis. They are concerned with personal rather than business matters.

Public enterprise

Municipal undertakings

Businesses or services operated on a commercial basis by local authorities. They are financed by local rates and charges made for the use of the service. Sometimes they are subsidised by grants from central government. (sport centres, theatres, museums and so on)

State undertakings

Businesses that are operated by the government on behalf of the public. They provide commercial or industrial functions, often in a monopolistic position. Each corporation has a legal identity separate from the government. A public corporation is owned by all the public. General overall policy is decided by the government in consultation with the corporation board, which is selected by the government.

Profits are used in three ways:

· To pay interest on capital borrowed

· Set aside for future repayment of loans

· Reinvested to improve or expand the industry

Losses must be met by the Treasury, which in effect means the taxpayer.

Nationalisation and privatisation

When a corporation, which is in private ownership, has been taken into state ownership, this process is called nationalisation. In these cases the original owners are paid compensation.

When a publicly owned business is sold back to the private sector it is said to have been privatised. The possible reasons of privatisation can be raising revenue for the government or increased choice and improved quality for customers.

Reasons for public ownership

· To take monopoly out of private ownership

· To keep a natural monopoly in public ownership

· When the initial capital cost is too high for private enterprise

· In cases of essential but uneconomic forms of enterprise

· To protect national security (e.g. atomic energy)

· To standardise equipment and avoid duplication of services

· To save an ailing industry and protect jobs

Advantages of public ownership

· Government has the resources to fund a vast industry

· Will ensure provision of essential services

· Reduces possible duplication of equipment

· Enables large sections of the economy to be planned

· Profits benefit the whole nation

· Enjoys maximum economies of scale because of large size

· Personnel are appointed and promoted because of proven ability

Disadvantages of public ownership

· Can be over-cautious because they are answerable to the public

· Bosses are politicians and may not have the necessary skills

· Local issues may be disregarded in favour of policies of national importance

· State monopoly can lead to inefficiency and insufficient profit motive

· Losses have to be met by taxpayer

Additional expressions

Company (UK), corporation (US): Organisation operating to make a profit.

Society: Friendly association of people.

Multinational: Organisation operating in several countries.

Offshore company: Firm based in a tax haven to avoid higher taxation.

Firm: Any business organisation, or commercial house, whether it is a partnership or not, often a company.

Vocabulary

To owe sy sg





tartozik vkinek vmivel

Content





tartalom, tartozék

To expand 





bővít, szélesít vmit

Deed






okirat

Audited accounts




könyvvizsgálat

Inspection





megtekintés, szemle, vizsgálat

Detached





különálló

To set aside





félretesz vmit

Ailing






beteg

Vast






óriási, hatalmas

Proven ability





bizonyított képesség

Over-cautious





túl óvatos

10.

Management and internal organisation of business

Management

Responsibilities of management

The higher in the hierarchy a person is, the greater will be his responsibility. Managers are those who have the responsibility to direct, control and co-ordinate others. He is responsible for the actions of his subordinates.

Management is responsible to 

· Owners to achieve the best possible return on the capital invested in the business.

· Clients to provide goods or services, of the specified terms.

· Employees to provide the safest and most comfortable working conditions and to pay a fair wage.

Managers must organise the work of others by

· Appointing and training new staff

· Communicate company policy

· Give instructions and set tasks

· Assess performance

· Discipline and dismiss staff

Functions of management

1. Planning: Making decisions, policy formation and choosing the methods to achieve the objectives

2. Co-ordinating: Directing and integrating the activities
3. Motivating: Encouraging other members of the organisation to carry out their tasks properly and effectively
4. Controlling: Supervising and checking the activities
Span of control

It refers to the number of subordinates a manger supervises. Influencing factors on the span of control are:
· The complexity of the work

· Self-discipline of workers

· Method of communication

· Frequency of supervising

· Capability of the manager

Leadership

Types of groups

1. Informal groups: The members usually come together voluntary and the purpose of the group is not rigidly defined, there are no set rules and the leader is decided by the members.

2. Formal groups: These are usually created for a specific purpose, such as a department in a firm. They have a formal structure and an appointed leader.

Objective

A formal group needs a clearly defined objective, e.g. to produce a certain product.

Individuality

Even though they are part of a group each person still ahs to work as an individual. There can be a problem if the individual’s views or attitudes are not in harmony with the rest of the group.

The leader

The leader appointed has the power to regulate the group behaviour. He tries to identify parameters within which the group can operate. Motivating employees by wages, working conditions is a major function of management. The success of management depends upon the ability to lead. Managers must be inspired (to have interest in the operation of the firm) in order to be able to inspire others.

Leadership styles

· Autocratic: The leader takes decisions and expects others to carry these decisions out without question.

· Persuasive: The leader takes the lead in taking decisions but spends time persuading others that these decisions are correct.

· Consultative: The views of the group are taken into account before decisions are made, although the leader has the final say in the decision.

· Democratic: The leader allows a decision to emerge through group discussions.

Communication

People are more committed to involvement in an organisation when they are well-informed of policies, and even more so when they have participated in making decisions. Communication is a valuable tool for involving all members of an organisation in its activities. Effective management communications require a two-way flow of information:

Downward communication: It is initiated by management and is used to inform employees of company policies, proposals and decisions. The two main methods of it are:

· Oral: direct command, meetings, loudspeakers, closed circuit television, telephone

· Written: memoranda, notice boards, reports, company journal, letters

Upward communication: It is initiated by employees. It feeds back to management the views, suggestions, proposals, reactions and difficulties of employees. Its two methods are: 

· Direct: managers talking to employees and elected representatives
· Indirect: suggestion schemes, attitude surveys

Internal organisation of business

Business functions

The main aim of any business is to maximise profits in order to give the best possible return to the owners for the money they have invested in the company. They achieve this aim through the functions of production and marketing.

Production

The main function of production is to satisfy human wants. This also refers to commercial producers, not only to industrial producers. The term production also includes those members of the community, who increase the efficiency of production, such as bankers, transporters, insurers, doctors, teachers, etc.

Marketing

The marketing function of business aims to anticipate consumer demand in order that the right products are manufactured. Marketing promotes sales to the consumer.

Employment

A further function of business is the provision of employment. The more businesses that exist, and the more successful they are, the greater the number of personnel needed, although technological developments cause a reduction in the number of employees needed, and many of the traditional areas of employment have been transformed. Nowadays there is a growing demand for the production of consumer goods, and a growth in the service industries, which results a rising need in the number of employees.

Internal structure

The internal structure of a business is influenced by its size. The small business is organised fairly simply, while the larger company has a more complex structure and more divisions.

Small firms

They employ fewer people, therefore they cannot easily be organised into separate units or departments. The workers tend to be less specialised and need to have a wider range of skills. They are required to carry out a wider variety of tasks therefore work in a small firm is more interesting and satisfying.

Large organisations

These are generally private or public companies owned by shareholders and governed by a board of directors elected by the shareholders. The board appoints a managing director to oversee the day-to-day running of the business and to ensure that policies formulated by the board are carried out effectively. A company secretary is also appointed to deal with legal matters.

Departmental organisation

Large firms are able to divide their organisations into separate specialist departments. The number and type of departments vary depending on the type of firm. The main types are: 

· Accounts (payments, invoices, money flow, wages…)

· Sales (plan and organise selling; sales representatives…)

· Advertising (encourage custom; advertising agency…)

· Administration (co-ordinating the activities, centralised filing, typing pool, mail room…)

· Personnel (finding and dismissing employees, resignations, training, welfare of persons..)

· Production (co-ordinate production; progress chasers, quality controllers…)

· Transport (firm’s own fleet of vehicles, organise transport…)

· Purchasing (bought items, orders, quotations, terms of purchase…)

· Legal (contracts, guarantees, insurance, compensation; company secretary…)

Business growth

Most of the firms try to increase in size. It may be achieved through internal growth, but also by combining with other firms to form a larger organisation.

Mergers

Mergers or amalgamations occur when two or more firms combine to operate under a single name and control. The most common way of forming a merger is when a company absorbs the other by a ‘take-over’ bid. In order to obtain control of another company, the firm may buy up the voting shares of the company on the open market. When two or more companies merge integration is said to have taken place.

The three forms of integration or merger are

1. Vertical integration: It occurs when a firm merges with another at a later stage of production (forward integration) or merges with another at an earlier stage of production (backward integration).

2. Horizontal integration: It is a merger between two firms at the same stage of production in order to increase their share of the market.

3. Conglomerate merger: When a firm amalgamates with another company that has no link with its existing activities. E.g. a car manufacturer and a chain of clothes shops.

Multinationals

Companies sited in different countries may combine to form a multinational company. It can also be formed by a parent company expanding into other countries and setting up subsidiary companies.

Monopoly

It arises when a firm has so much control over the supply of a commodity or service, that it is able to also control the price. Such a situation is beneficial to the firm, but not to the consumer.

Cartel

It is a group of separate businesses, which have agreed to co-operate in order to control competition, to establish prices and market quotas and divisions of territory. A cartel can also be formed by a group of countries with the aim of regulating production and price, e.g. OPEC.

Vocabulary

To assess performance




előirányozni a teljesítményt

To discipline sy





fegyelmezni vkit

To dismiss sy






elbocsátani vkit

Intention






szándék

Span







hatókör

To emerge 






felmerül, kikerül, létrejön

Committed






elkötelezett

Initiated






kezdeményezve

Command






utasítás

Survey







vizsgálat

To anticipate sg





előrejelezni, megjósolni vmit

To oversee sg






felügyel, irányít, ellenőriz vmit

Fleet of vehicles





járműállomány

Resignation






lemondás

Progress chaser





művezető, termelésirányító (?)

Merger







egyesülés, fúzió

To absorb sg






elnyel vmit

Conglomerate






tömörülés

To amalgamate with sg




egybeolvad vmivel

11.

Business finance; Types and sources of capital

Business finance (financial documents)

There are three main financial documents:

1. Balance sheet

2. Profit and loss account

3. Cash flow forecast or statement

Balance sheet

The primary aim of a business is to make a profit for its owners or shareholders. Their success depends upon how efficiently the capital or assets are employed. A potential borrower is requested by the bank to provide audited financial statements covering the previous three years in order to evaluate the applicant’s financial position.

A balance sheet provides a basis for understanding the financial position of a firm. It is a statement of what an enterprise owes and what it owns at a particular date. The things a company owns are called its assets and the various sums of money that it owes are called its liabilities. It shows where the capital used in a business has come from, and what it has been spent on. The assets and liabilities stand in two lists. The assets are placed in order of liquidity; the most liquid stands at the bottom.

Simplified balance sheet:


[image: image1.wmf]Assets

Liabilities

Fixed assets

Share capital

Land

Ordinary shares

Building

Preference shares

Plant and machinery

Long-term liabilities

Current assets

Mortgage

Stocks

Reserves

Debtors

Loan capital

Cash

Debenture shares

Bank balance

Loan  

Net current assets

Current liabilities

Tax to be paid

Bank overdraft

Creditors

Profit


The Profit and Loss Account

It is also called the working account. It records the revenue and the expenses of a company over a given financial period. (Income – Cost of sales  Gross profit – Expenses  Net profit) 

The cash flow forecast

The flow of money in and out of a business is called cash flow. It is the difference between the receipts from sales and the amount spent on expenses. A trading surplus adds to the reserves while a deficit reduces reserves. A cash flow forecast shows how much cash the company is going to make and to need in the future. It is an essential document when examining the solvency of a company.

Sources of capital

Every type of business organisation needs money. Money, which is used for buildings and machines, is called capital. It is a man-made resource, the factor of production, which is used to make further production possible. Businesses need capital to start, to continue trading and to expand. The sources of capital tell us where the capital comes from.

The sources of capital are

1. Share capital (equity): Money given to the company by shareholders in return for a share of the company’s profits (not fixed dividend). This refers to ordinary shares. Share capital is not repayable; shareholders can get cash for his shares only by selling them. Preference shares usually carry a fixed dividend and are paid out of profits first. This type of share is not risky, as the dividend is paid even when profits are low.

2. Loan capital: A company can raise capital from other sources by issuing debentures or getting loans. Debenture holders earn a fixed rate of interest, which is paid even if the company makes no profit. Debentures are loans to a company and debenture holders are creditors. Thus the company must repay their money. Companies can use the services of banks in order to raise extra capital. Overdrafts are very common. Banks also lend for short-, medium- and long-term periods if companies provide security (collateral).

3. Reserves: These are retained earnings, undistributed profits or reinvestment. This means a percentage of gross profits ploughed back into business.

Types of capital

Capital can be usefully divided into groups and used in calculations as a means of analysis, and further interpretation of the balance sheet.


[image: image2.wmf]Fixed capital

+

Working capital
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Employed capital

Employed capital
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Current liabilities

=

Capital owned

Working capital

__

Current liabilities

=

Net working capital


Fixed capital / assets

Durable (long-term) assets of a business, which are used over a long period of time, and are tied up in permanent use. They are not consumed in the process of production, but firms have to replace them when they are too old. Examples are: land, building, furniture, machinery, vehicles…

Working capital

It is also called as current assets or circulating capital. It is a sort of capital, which is continually changing in quantity, total value or nature; and which is used for further production. Examples are: stocks of raw materials, partly finished and finished goods, which are used for further production; cash, bank balance… 

Employed capital

This is obtained by adding together the fixed and current assets of the firm. It is the total of all the assets being used by the business.

Current liabilities

Debts, which will have to be repaid in the near future. These can be bank overdrafts, debts owed to suppliers and taxes payable to the government.

Capital owned

Net value of the assets owned by a business. It is employed capital minus current liabilities.

Liquid capital

That part of the current assets, which are cash or are easily changeable into cash without delay, for example, bank balance, cash in tills and debts owed by others (debtors).

Net working capital

Current assets minus the current liabilities. It is particularly important because it takes into account the possibility of all the creditors to the business calling for payment.

Turnover

This refers to the gross income or sales of an organisation over the previous year. It can indicate how active the firm has been in a given period.

· Net turnover: This is calculated by taking the total sales of the business minus the value of goods returned or credit notes issued.

· Rate of turnover: It is the number of times the average stock of a business has been sold in the year. It indicates how busy the firm is.

Profit

It is the reward the business-person receives for taking the risk involved in business.

· Gross profit: It is the net sales minus the cost of the goods sold.
· Net profit: This is the rest of gross profit after allowing for expenses of carrying on the business such as wages, rent, rates, advertising and bills of all kinds. (Net profit = Gross profit – Expenses)
The causes and effects of inflation

Inflation is a rise in the general price level of goods and services over a long period of time. Individual price increases are not classified as inflation.

Causes of inflation (Types)

1. Demand-pull inflation: The demand for goods and services exceeds the supply available, because there is a large supply of money available. (Relatively high disposable incomes, credit is easily available or government spending is relatively high)

2. Cost-push inflation: It occurs when production costs are rising. (Raw materials, energy and wages)
These two causes of inflation are often interrelated so that the one situation leads to the other, which in turn leads to a recurrence of the first situation. This chain of cause and effect is called an inflationary spiral.

3. Government policy: Governments can affect the level of prices by controlling or regulating them, or by reducing taxes on goods and services (keeping prices down). If a government doesn’t regulate prices or if it imposes higher taxes, it may push prices up.

The consequences of inflation

· Lenders of money (banks) are less willing to lend or are willing to lend only at higher interest rates because the real value of money tends to decline. This makes borrowing more expensive, and it may causes prices to rise even further.

· There are many groups of people, whose incomes are fixed. In a period of inflation the living standards of these people fall and they suffer hardship. (old age pensioners)

· When people see the value of money being eroded, they are less willing to save. Therefore there is less money available for investment.

· The prices of home-produced goods become more expensive than those produced abroad, so they become difficult to export, and the balance of payments is affected.

Vocabulary

To evaluate sg





értékel, megbecsül vmit

Current liabilities




folyó tartozások

Current assets





forgóeszközök

Fixed assets





állóeszközök

Inventories = stocks




készletek

Bank overdraft




folyószámla hitel

Forecast





előrejelzés, prognózis

To plough back sg into swhere


reinvesztál vmit vmibe

To be tied up in sg




lekötve, befektetve vmibe

Till 






kassza, pénztár

To indicate sg





jelez, mutat vmit

To exceed sg





felülmúl, meghalad vmit

To be interrelated




kölcsönhatásban vannak

Recurrence of sg




vmi kiújulása, ismétlődése

Hardship





nélkülözés, nehézség

15.

The business transaction: Enquiries, Offers, Orders

Enquiries

A great number of business transactions start with an enquiry, which often opens a new connection. If you look for your source of supply, or if you don’t know exactly at what price or on what terms you can obtain the goods, you send out an enquiry to one or more possible suppliers.


Formalities 

Such an enquiry can be written. Most of them are short and simple, many firms send printed enquiry forms. As a prospective buyer, the writer states briefly and clearly what he is interested in. It is necessary to be a little more explicit.

Asking for concession

When you are asking for concession, your enquiry is to obtain a special price or discount or advantageous terms for regular orders. In these cases you have to sell your proposal to the supplier, so the letter must be attractive to the supplier.

First enquiry: This is a special type of enquiry, a letter sent to a supplier with whom you                                          

                         have not previously done business.

It should include:

1. The source: This is a brief mention of how you obtained your possible supplier’s name. (embassy, consulate, chamber of commerce, exhibition, trade fair, recommendation from a business associate, advertisement)

2. Some indication of the demand in your area for the goods that the supplier deals in.

3. Details of what you would like your prospective supplier to send you. You will be interested in a catalogue, a price list, discounts, methods of payment, delivery terms, and samples.

4. Additional demands, even if conditions are quoted.

5. A closing sentence to round off the enquiry.

It is not advisable to commit yourself in an enquiry because there are so many uncertain factors in the market.

Offers

There are two kinds of offers:

1. Unsolicited offer / Sales letter: These are written on the seller’s own initiative. You may want to introduce a new article, to promote sales, reduce your stocks or offer your customer a line. The sales letter is nothing but advertising aimed at a carefully selected group. It requires great skill to interest a customer in an article for which he has not asked. You must try to

a) Attract the reader’s attention, excite his curiosity and so induce him to read further.

b) Make him desire to have the product or service that you are offering.

c) Convince him that your offer has special features, and that it is in his interest to accept it.

d) Make him take action.

You can use:

· Stamped and addressed envelopes

· Business reply letters

· Pre-paid postcards so that it doesn’t cost him anything

2. Reply to an enquiry: In this letter you can encourage or persuade your prospective        customer to do business with you. A simple answer is not enough. 

· You can mention some selling points of your product including any guarantees you   offer.

· If you don’t have what the enquirer has asked for, you can offer an alternative (substitute) to him.

· You should enclose current catalogues, price lists and samples if necessary.

· If you may not be able to handle the order or answer the enquiry, you should tell him and if possible refer him elsewhere.

· In reply to an enquiry, you may want to give your prospective customer a quotation.

A quotation should contain:
· Quantity

· Quality

· Price

· Method of transport

· Terms of delivery stating

· Terms of payment

· Insurance

· Validity of the offer

· Arbitration clause

Special offers

An offer can be made without engagement, when the seller reserves the rights to change the conditions of the offer.

If the company makes a firm offer, it means they will hold the goods for a certain time until you order, e.g. firm for 14 days.

A tender is a firm offer to a governmental department or to a local authority, to execute exactly specified work or to supply goods required, at a fixed price. Invitations for tenders are often issued by advertisement or by circulars to Trade Associations.

Discounts

· Trade discount to sellers in similar trades

· Quantity discount for orders over a certain amount

· Cash discount if payment is made within a certain time

Orders 

· When the buyer agrees all the conditions of the offer he orders the goods.

· He can as well make a counter-offer (counter-proposal) if he’d like to change some conditions of the offer.

· He might as well refuse (reject, turn down, decline) it if the offer doesn’t meet his requirements.

When all the points of the offer have been cleared up and the terms have been found acceptable to both the seller and the buyer an order is placed.

It should be: 
- accurate

- clear 

It should contain:

1. Quality (description of the goods)

2. Quantity (in customary units)

3. Alternative (alternative goods acceptable if exact goods required are not available)

4. Documents (all documents required, such as B/L, Commercial Invoices, Consular Invoices, Insurance Policy, Certificate of Origin etc.)

5. Packing and marking

6. Shipping and forwarding

7. Terms of payment and delivery
Formalities: Orders are usually written on a company’s official order form (order sheet). A covering letter is also sent.

As soon as a supplier receives an order, it should be acknowledged (confirmed). It concludes the contract then, so the acknowledgement of the order has legal significance.

When the supplier has made up the order and arranged shipment, the customer is informed of this in an advice (Advice Note, Advice of Dispatch).

With their first order, new customers as a rule give references: 
- business referee

                                                                                                      
- banker as a reference   

Vocabulary

Explicit 





– szabatos, világos, pontos

Concession 





– engedmény

To make a concession 



– engedményt tenni

To sell one’s proposal 



– eladni, elfogadtatni vki javaslatát

Indication of the demand for sg. 


– a vmire von.ó kereslet jelzése, tudatása

Quoted conditions 




– kikötött feltételek

To round off the enquiry 



– lezárni, befejezni az ajánlatkérő levelet

To commit oneself 




– elkötelezni magát, állást foglalni

Unsolicited offer 




– kérés nélküli ajánlat

On the seller’s own initiative 


– az eladó saját kezdeményezésére

To promote sales 




– ösztönözni az eladást

Advertising aimed at so. 



– vkit megcélzó hirdetés

To attract one’s attention 



– felkelteni vki figyelmét

To excite one’s curiosity 



– felkelteni vki kíváncsiságát

To induce sy to do sg. 



– vkit arra késztet, hogy megtegyen vmit

To convince sy = to persuade sy to do sg / that 
– rábeszélni, meggyőzni vkit vmiről

Feature 





– tulajdonság

To take action 




– cselekedni

Selling point 





– értékesítési hely

To handle the order 




– teljesíteni a rendelést

To refer sy elsewhere 



– máshová irányítani vkit

Arbitration clause 




– bírói, jogi záradék (?)

Offer without engagement 



– kötelezettségvállalás nélküli ajánlat

To reserve the rights to do sg 


– fenntartja a jogot, hogy megtegyen vmit

Firm offer 





– kötelező ajánlat

Authority 





– hatóság, szerv

To execute specified work 



– meghatározott feladatot elvégezni

To be issued by an advertisement 


– hirdetésben közzétéve

Circular 





– körlevél

Trade discount 




– hűségrabatt

Quantity discount 




– mennyiségi rabatt

Cash discount 





– skontó

To be cleared up 




– tisztázva van

Customary 





– szokásos

B/L 






– tengeri hajórakjegy

Consular Invoice 




– konzuli számla

Insurance Policy 




– biztosítási kötvény

Shipping and forwarding 



– szállítmányozás (?)

To be acknowledged = confirmed 


– elismerve, visszaigazolva, megerősítve

To conclude sg 




– eredményezni, jelenteni vmit

To have legal significance 



– jogerőre lépni 

To make up the order 




– összeállítani a rendelést

Advice 





– értesítés

Dispatch 





– feladás, értesítés

16.

Methods of Payment

Letter of Credit, Bill of Exchange, Documentary Collection, Cheques

Banking accounts

Opening a bank account involves paying money into a bank. If you have an account, you can use a cheque to buy goods, collect cash, pay bills and transfer money.

There are two main types of bank account:

1. A current account (cheque account) allows you to use a chequebook, but your money does not earn interest. It is a convenient and safe method of handling money. Your salary can go straight into your current account, and you can arrange banker’s transfers. You get a regular statement from your bank, showing debit and credit entries and the balance; therefore you know where your money goes and where it comes from.

2. A deposit account earns interest, but it does not allow you to use a chequebook. The rate of interest fluctuates. You can withdraw money from a deposit account by giving notice to a bank.

Cheques

Cheques are a substitute for money and they are easy, safe and convenient to use. It is the owner’s direction to a bank to pay a stated sum of money to a named person or company, or to his order, or to bearer.

Parties to a cheque:

Drawer (account holder): He or she draws the cheque. 

Payee: He or she is the person to whom the cheque is payable.

Drawee: It is the bank, which pays.

The cheque is only valid if it is dated and the drawer’s signature is in the bottom right-hand corner.

Different types of cheques:

1. Open cheques (not crossed): The payee could take it to City Branch and obtain cash, but anyone else might also be able to cash it. (It concludes the payee’s name.)

2. Crossed cheques: They have two parallel lines drawn vertically across them and are safer than open cheques because they can only be paid through somebody’s bank account. They can’t be exchanged for cash over a bank counter.

3. General crossing: “and Company” or “&Co.” is written between the lines. Thus the cheque can be paid only to a bank.

4. Special crossing: If the name of the bank is written between the lines the cheque can be paid only to the named bank.

5. Bearer cheque: It may be paid by the bank to anyone who is in possession of the cheque and who presents it for payment. (It doesn’t conclude any payee’s name.)

6. Order cheque: It is payable to a named person or order, so the owner of the cheque directs his bank to pay the amount of the cheque to the named person or to his order.

7. Stale cheque: It is one, which hasn’t been presented for payment within six months of the date when it was drawn. Such a cheque is not honoured by banks.

If the account holder wants to withdraw money from the bank he writes CASH or SELF on the line after ‘Pay’ and signs the cheque.

A cheque is a negotiable instrument of payment. It can be transferred from person to person before it is actually paid by the bank, either by hading it over as with a bearer cheque, or by endorsement (signing it on the back) as with an order cheque.

The endorsement consists of the signature of the person to whom the cheque is payable on the back of the cheque.

1. Blank (general) endorsement on a cheque is an endorsement, which does not state that it must be paid to, or to the order of any named party. It will therefore be paid to the person who presents it. The endorser simply signs his name on the back of the cheque.

2. Special (full) endorsement on a cheque is one which states the name of the person (endorsee) to whom, or to whose order, the cheque is payable. “Pay Thomas Smith or order.”

3. Restrictive endorsement on a cheque is one, which forbids further negotiation of the cheque. “Pay Thomas Smith only.”

Bills of Exchange

The bill of exchange (draft) is an unconditional order in writing, addressed by one person (drawer, creditor) to another (drawee, debtor), signed by the person giving it (drawer), requiring the person to whom it is addressed (drawee) to pay on demand, or at a fixed or determinable future time, a certain amount to or to the order of a specified person (payee), or to bearer.

Promissory note: This is a special type of bill of exchange. The drawer and the drawee are the same. This is a promise to pay a certain amount to the payee.

The bill of exchange is used when the seller needs to allow some time for the buyer to arrange payment. This is a form of credit. The seller writes a draft to the buyer telling him to pay a certain amount of money to a third party.

Drawer: The seller (exporter) is the drawer of the draft. He orders the drawee to pay.

Drawee: This is the buyer (importer). He has to pay the amount.

Payee: This is the third party to whom the draft should be paid.

The drawees agree to pay the draft at the time when it becomes due, that is say, 60 days after sight and the draft has to be accepted by being signed by the drawee or his bank.

There are usually three copies of the bill of exchange; the first one is the ‘First of Exchange’. If this bill is accepted then the other copies, the second and the third of the same tenor are invalid. (Tenor: This is the length of time for a bill of exchange to reach maturity, i.e. to become due for payment.)

Discounting

The buyer or his bank accepts the bill by writing a signature across it, and then either returning it to the drawer (or seller) or his bank. The drawer can then hold it until it matures, or he can have it discounted by his bank, if he wants the money sooner. In this case the bank will pay the amount on the bill, less a discount. The bank will then at the end of the period collect the full amount from the buyer. The drawer can have the bill discounted at the current rate of discount. The discount depends on the rate of discount, and the length of time the bill of exchange has to go before maturity.

Negotiation

The bill of exchange is a negotiable document, as the ownership of the amount can be transferred to another person or company by delivery or endorsement of the document.

The Documentary Letter of Credit

It is a reliable and safe method of payment, and it protects the seller as well as the buyer. It is an undertaking given by a bank at the request of a customer to pay a particular amount in an agreed currency to a beneficiary on condition that the beneficiary presents stipulated documents within a prescribed time limit.

How does a L/C work?

1. The buyer (importer) asks his bank to issue or open a L/C in favour of the seller for the amount of the purchase. There is usually a special application form, which the buyer fills in and sends to his bank. It states all the main points of the parties and the action.

2. The importer’s bank will then select a bank in the exporter’s country to act as its agent, and will notify them that the credit has been opened.

3. The agent bank will notify the exporter that a credit has been opened, and they may add their own confirmation by promising to see that the conditions of payment against the documents will be fulfilled. If they confirm the letter, the L/C is a confirmed credit.

4. The buyer (exporter) ships the goods before the credit expires and sends the shipping documents to the agent bank that checks the documents against the conditions and pays him.

5. The agent bank will then send the documents and debit the importer’s bank with the cost and charges.

6. The importer’s bank then checks the documents, pays the agent bank and sends the documents to the importer so that he can claim the goods.

Types of the Letter of Credit

1. Irrevocable: The buyer cannot cancel the credit.

2. Confirmed: A bank in the seller’s country pays the credit.

3. Sight or straight credit: Immediate payment of the full amount on presentation of the documents. (Cash payment)

4. Acceptance credit: Payment of the full amount at maturity. The contract specifies payment at a future date with a bill of exchange. After presentation of the documents, the bill can be discounted in order to obtain the credit amount (less discount) immediately.

5. Deferred payment credit: Payment of the full amount at maturity. The contract specifies payment at a future date without a bill of exchange; therefore there is no possibility of discounting. It can be accepted as security for an advance.

6. Red clause credit: Under it the seller can obtain an advance from the correspondent bank, but it is the issuing bank that assumes liability. This advance is intended to finance the manufacture or purchase of the goods, which are going to be delivered under the documentary credit.

7. Revolving credit: When the goods are to be delivered in part shipments (instalments) at specified intervals, payment can be made under a revolving credit, which covers the value of each instalment as it is delivered. After the utilization of the first amount the next portion becomes automatically available.

8. Negotiation credit: (or commercial letter of credit) Payment of the credit amount will be made by any bank, not only by the advising bank. (Negotiation means the purchase and sale of bills of exchange.)

9. Transferable credit: The beneficiary may transfer his claim under that credit to a third party. If the credit is divisible and transferable, the amount can be paid to several beneficiaries.

10. Back-to-back credit: It is used when a middleman wishes to transfer to a supplier his claim under a documentary credit, which is not transferable. The middleman’s bank, accepting the first credit issued in the middleman’s favour, opens a second credit in favour of the supplier. 

Documentary Collection (D/P or D/A)

It is an operation in which a bank collects payment on behalf of the seller (the principal) by delivering documents to the buyer. It is only used if there is a relationship of trust between the buyer and the seller. It is less secure for the seller than a documentary credit.

A D/P is a suitable method of payment if

The buyer’s ability and readiness to pay are not in doubt.

The political, economic and legal conditions in the importing country are stable.

The importing country places no restrictions on imports or has issued all the necessary authorizations.

The four parties to the operation:

1. principal (exporter, seller)

2. remitting bank

3. presenting bank (collecting bank)

4. drawee (importer, buyer)

How does a D/P work?

1. The exporter stipulates the terms of payment in his offer or agrees on them with the buyer in the contract of sale.

2. After the signing of the contract of sale, the seller dispatches the goods either direct to the address of the buyer or to the collecting bank. He sends all the necessary documents to his own bank (the remitting bank) together with the collection order. The remitting bank then remits the documents, together with the necessary instruction, to the collecting bank.

3. The presenting bank informs the buyer of the arrival of the documents and notifies him of the terms of their release. The buyer makes payment, or accepts the bill of exchange, and in return receives the documents. The presenting bank then transfers the collected amount to the remitting bank, which credits it to the principal’s account.

Vocabulary

To involve sg





- magában foglal vmit

To earn interest




- kamatozik

To handle money




- pénzt kezelni

Regular statement




- rendszeres kimutatás, egyenleg

To debit sg





- megterhelni

To credit sg





- jóváírni

Debit / credit entry




- megterhelés / jóváírás

Balance





- egyenleg

Deposit account




- lekötött betétszámla

To fluctuate





- ingadozik, változik

To withdraw money from a bank


- kivenni pénzt egy bankból

To deposit money with the bank


- betenni pénzt a bankba

To give notice to a bank



- elismervényt adni egy banknak

Substitute for sg




- vmi helyettesítője

Bearer






- bemutató személy

Drawer of a cheque




- csekk kiállítója

To draw a cheque




- kiállítani egy csekket

Payee of a cheque




- csekk kedvezményezettje

Drawee of a cheque




- csekk intézvényezettje (fizető bank)

Open cheque





- nyitott (kézpénzes) csekk 

City branch


 


- bankfiók

Parallel





- párhuzamos

Vertically





- átlósan

Bank counter





- banki pénztár(ablak), pult

Bearer cheque





- bemutatóra szóló csekk

To be in possession of sy



- vki tulajdonában, birtokában lenni

Order cheque





- rendeletre szóló / forgatható csekk

Stale cheque





- lejárt csekk

The date when it was drawn



- a kiállítás napja

To be honoured by banks



- beváltva bankokban

Negotiable instrument of payment


- átruházható fizetési eszköz

To hand sg over as with a bearer cheque

- átruházni bemutatóra szóló csekként

Endorsement





- forgatás

Blank (general) endorsement



- üres forgatás

Special (full) endorsement



- teljes forgatás

Restrictive endorsement



- korlátozott forgatás

Endorser





- forgató, átruházó

Endorsee





- forgatmányos (akire átruházzák)

To forbid sg





- megtiltani vmit

Unconditional order




- feltétel nélküli utasítás

To require sy to do sg

- megköveteli, elvárja vkitől, hogy megtegyen vmit

Determinable future time

- meghatározható jövőbeni időpont

Promissory note
- saját váltó

Drawer of a B/L (creditor) 
- váltó kibocsátó, hitelező

Drawee of a B/L (debtor)
- váltó címzettje, adós

Payee of a B/L 
- rendelvényes, kedvezményezett

Tenor

- lejárat, az időtartam, amíg lejár

Maturity

- esedékesség, lejárat

Discount

- levonás

Undertaking

- ígéret, kötelezettségvállalás

Beneficiary

- kedvezményezett

Stipulated
- meghatározott, kikötött

Within a prescribed time limit
- előírt határidőn belül

In favour of sy
- vki javára

Fulfilled
- teljesített

To expire
- lejárni (idő)

The credit expires
- lejár a hitel

Irrevocable
- visszavonhatatlan

Sight or straight credit
- bemutatóra szóló akkreditív

Acceptance credit
- elfogadási akkreditív

Deferred payment credit
- halasztott fizetésű akkreditív

Security for an advance
- fedezet egy kölcsönre

Advance
- kölcsön

Issuing bank
- kibocsátó, forgalomba hozó bank

To assume liability
- átvállalni a tartozást

To be intended to do sg
- vmi céljából van (arra a célra, hogy…)

Revolving credit
- feltöltődő akkreditív

At specified intervals
- meghatározott időközönként

Divisible
- megosztható

Documentary collection
- okmányos beszedvény, inkasszó

On behalf of sy
- vki nevében

Principal
- megbízó

Legal conditions
- jogi feltételek

To issue the necessary authorizations
- megadni a szükséges engedélyeket

Remitting bank
- küldő bank

To remit sg
- küldeni vmit

Drawee of a D/P
- intézvényezett (ő fizet)

To stipulate sg
- kiköt, meghatároz vmit

The terms of sg’s release
- vmi átruházásának feltételei

17.

Customs Procedures

Governments can control foreign trade in order to encourage export and restrict import. They can reach this aim:

· Directly by administrative measures (strict licence system)

· Indirectly by foreign exchange regulations:
· Devaluation of the local currency

· Subsidize prices

· Extend credits

· Policy of customs duties
Types of customs duties

1. Export duty (rarity)

2. Import duty: A certain type of tax imposed on imported goods to raise the price of foreign goods, and thus, to protect the home market.

3. Transit duty: It is levied on goods passing through a customs area.

The double aim of tariffs

Tariffs can be protective (their aim is to protect domestic production from foreign competition) or revenue tariffs (they obtain revenue for the government).

Methods of imposing tariffs

· Specific duties are a set price for each item imported. They are imposed according to the weight of goods.

· Ad valorem duties are calculated according to the value of the goods.

· Compound duties are a combination of the above ones.

Customs tariffs of a country can be

· Single column tariffs: These are used when rates are valid for all countries.

· Double column tariffs: These are applied when different rates are used because of the preferential rates for certain countries.

The Hungarian Customs System

In 1973 Hungary signed the GATT, and from that time, our country participates in GATT’s trade negotiations. The Customs Act is in force since 1st April 1996. In Hungary, only import duties are used.

Customs territory

It contains the Republic of Hungary, the free trade zones (bonded warehouses) and the transit zones. Transit territory is an enclosed part of the customs territory; it is assigned for waiting transit passengers, storage of goods, mail consignments and luggage while in transit.

Transaction value

It is the price, which is paid for the goods when sold for export to the importing country, this is the customs value of imported goods. Value set by

· Assess
· Identical or similar goods
· Deductive or computed value
Customs Clearance

Types of customs clearance

I. Clearance for home use 

Goods can remain permanently in the customs territory.

II. Customs transit

Goods are transported under control from one customs office to another. Types of customs transit:

· Through transit: from an office of entry to an office of exit

· Inward transit: from an office of entry to an inland customs office

· Outward transit: from an inland customs office to an office of exit 

· Interior transit: from an inland customs office to another inland customs office

III. Customs warehousing

When the importer is not willing or able to pay at the arrival of the goods, the products are placed in bonded warehouses by the customs until the duty is paid. While the goods are in bond they can still be prepared for sale by the importer. 

IV. Temporary admission

Certain goods can be bought into a customs territory relieved from payment of duties and taxes. Such goods must be imported for specific purposes and must be intended for re-exportation within a specific period. (Goods imported under international agreements, in accordance with contracts of rent or lease, loan or leasing contracts, fairs and exhibitions.)

· Temporary admission for inward processing: Such goods undergo manufacturing, processing or repair before re-exportation, and are relieved from payment of import duties and taxes. The form of processing performed inland is referred to as active processing.
· Temporary exportation for outward processing: Goods, which are in free circulation (home use) in a customs territory may be temporarily exported for manufacturing, processing or repair abroad, and then re-imported with exemption from import duties. The processing effected abroad is called passive processing.
Payment

· Immediate

· Deferred payment (The customs debt is payable within 15 working days from the due date.)

· Instalment payment in cases of leasing (interest-free)

Drawback procedure

When goods are exported, it provides for a total or partial refund to be made in respect of the import duties and taxes charged on the goods.

Relief from duty

· Customs quota: Up to different limits of value or quantity, there is a preference applicable to raw materials and spare parts, which are generally not available in the domestic market.

· Customs waiver: Temporary easing of imports.

· Authorisation procedure: Control about uses of raw materials or other goods, whether they are used for a specific objective.

Exemption from duty

Clearance:

· Item by item: internal and external examination

· Simplified: spot check or administrative

Exemption from customs duty refers only to exemption from the payment of the duty , the customs clearance fee and the statistical fee.

Exemption is granted to diplomats of foreign states, heads of state, heads of government, churches, hospitals and so on.

Vocabulary

Measure





intézkedés

Revenue tariffs




jövedéki adók

Compound





osszetett

To assign sg for sg




kijelöl vmit vmire

Assess






becslés

Identical





azonos

Deductive





levezethető

Computed





számított

Inward






belső

Outward





külső

Interior





belföldi

Bond






vámőrizet

Admission





belépés

To be relieved from sg



felmentve vmi alól

Drawback





vámvisszatérítés

Wavier






jogfeladás, mellőzés

20.

Packing and Marking

Packing

The purpose of packing is to protect from damage or loss goods in transit. Such risks occur at five main points:
· When the goods are being loaded.

· When they are being handled.

· During the voyage itself.

· When they are being unloaded.

· When they are being transported to their final destination.

There are several criteria by which you may judge which form of packing is most suitable:

· The method of transport used

· The nature of the goods

· The conditions, e.g. the climatic conditions or the local unloading conditions

· The regulations to be observed (There are many regulations imposed on the materials used for packing.)

There is wide variety of methods of packing, packing materials and containers. The packing must be appropriate to the type of goods to be carried.

Some words used in packing:

· Containers such as bag, container, box, sack, barrel, can, tin…

· Packing terms such as waterproof, wrapping, sealed, padding, lining, rustproof, airtight…

· Dimensions such as weight, bulk, mass, volume, space…

Containers are steel boxes of different sizes, but they are the same width and height.

Packaging usually means the wrapping of products for display in shops. The term packing refers to larger quantities packed for transport.

Marking

To avoid confusion, delay and miscarriage the individual packages must be clearly marked and numbered.

All exports have to be marked in order to

· Identify the goods

· Identify the customer

· Identify the destination of the goods

· Give instructions for handling

Most customers overseas have their own marks that they will ask the exporter to use.

Marks usually consist of

· The destination of the goods

· The buyer’s initials

· The buyer’s order number

· The number of consignment

To overcome language problems various internationally accepted signs are used for handling instructions, such as

· A wine glass indicates which way up a case should be stood.

· A broken glass indicates that the goods are fragile.

· An umbrella mark means the cargo must be kept dry…etc.

Vocabulary

Purpose of sg




- vmi szándéka, célja

To occur at sg




- vmi előfordul, megtörténik vmilyen esetnél

To load 




- rakodni, berakodni

To handle 




- kezelni vmit

To judge




- megítélni vmit

To be observed



- amit figyelembe kell venni

Regulation imposed on sg


- szabály előírva vmire vonatkozóan

Container




- tartály (ált. is)

To be appropriate to sg


- megfelelő, alkalmas vmire

Barrel





- hordó

Wrapping




- csomagolás, göngyöleg

Sealed





- lezárt

Padding




- bélés

Lining





- szigetelés

Rustproof




- rozsdaálló

Airtight




- légmentesen záródó

Bulk





- ömlesztett

Mass





- halom, rakás, tömeg

Measurement




- méret

Volume




- mennyiség

Space





- tér, kiterjedés

To display sg in shops


- kitenni vmit üzletekben

To refer to sg




- vmire utal, vonatkozik, hivatkozik

Steel





- acél

Width





- szélesség

Miscarriage




- elkallódás

Initials





- kezdőbetűk, monogram

Consignment = cargo



- szállítmány, küldemény, rakomány

To overcome sg



- legyőzni vmit

Handling instructions



- kezelési előírások, utasítások

To indicate sg




- jelezni, mutatni vmit

21.

Insurance

In business, insurance has great importance. It is an aid to trade; businessmen can insure themselves against loss or damage to their property.

Importers and exporters must insure their goods while in transit, their stocks and other company property; they must recompense their employees if they are injured while working for them.

The Principles of Insurance

1. Insurable interest: It means that we must have a direct personal interest in the effect of a loss against which we are insuring. It applies to every contract of insurance.

2. Utmost Good Faith: It means that the person wishing to be insured must be absolutely open and honest in his dealings with the insurance company. It also applies to every contract of insurance.

3. Indemnity: It means that a person suffering a loss after insuring against it will be indemnified for the amount of the loss. He will be restored as nearly as possible to the condition that he was in right before the loss occurred. But the insured is not allowed to make a profit out of a loss. It applies to all contracts of insurance except personal accident and life insurance.

4. (Approximate cause)

Insurance Policy

The written contract between the insurers and the insured is called the policy.

Insurance companies can only cover you against those risks whose statistical probability can be calculated with a high degree of certainty.

Insurable risks include such items as 

fire

burglary

storm

collision

explosion

breakage

marine disasters etc.

Liability Insurance

It protects the insured person against his liability to pay compensation for losses caused to others by his own actions, and for whom he is responsible.

Product liability: It means that the manufacturers are liable for their products and should compensate their customers for any injuries their products cause.

Reinsurance is the sharing of a large risk among two or more insurers, each of whom takes responsibility for a fixed part of any loss, and receives a like proportion of the premiums.

The premium is the regular payment that has to be made by the insured under the terms of a policy. The insurers decide it.

Marine Insurance

It covers loss or damage to goods during sea transport. Insurers distinguish between total and partial loss, major perils and minor perils, and losses voluntarily incurred and those involuntarily incurred.

General average (=damage) is damage resulting from a voluntary loss.

Particular average is a partial, but an involuntary and accidental loss.

The main sections of marine insurance

1. Hull: The hull of vessel can be covered against damage or total loss by storm, stranding, fire and other perils of the sea. There are time policies as well as voyage policies. 

2. Freight: It means the charge paid for carrying cargo. If the freight is payable on delivery, it will be a matter for the ship-owner to insure against possible loss of freight.

3. Ship-owner’s liabilities: There are several: not only cargo, passengers and crew but other vessels, fixed installations like piers and wharves and even beaches are liable to be damaged by the actions of ship.

4. The insurance of cargo is absolutely vital in the import and export trade. The existence of an insurance policy in conjunction with a Bill of Lading means that whoever purchases the goods by purchasing the B/L also subrogates the insurance claim that may arise, if the goods are lost at sea. Cargo policies refer to the movement of goods exported from or imported to a country.

The main types of Cargo Insurance

F.P.A. (Free of Particular Average): This means that the insurance company will not indemnify for any partial loss or damage due to minor perils such as seawater damage. The cargo is only covered against total loss and partial loss due to major perils, such as sinking etc.

W.P.A. (With Particular Average): This means that the insured is covered against total and partial loss due to minor or major perils.

A.A.R. (Against All Risks): This type of insurance gives the fullest possible cover, but only against those risks actually stated in the policy.

Many marine policies also give cover against war risks, and strikes, riots and civil commotions (SR and CC).

Floating Policies and the Open Cover
Regular exporters who make many shipments a year often go in for Floating Policies or Open Covers. They estimate the number of shipments they are likely to make in the coming year, and the total value.

They can take out a Floating Policy for this figure, under which every shipment is automatically covered.

Open Cover is slightly different. It is non-reducing; although it is usually only valid for twelve months, there is no total figure for any individual shipment. Such a contract is negotiated annually, at fixed rates for each type of goods.

Vocabulary

To insure sy against damage to sg


- biztosítani vkit vmi kára ellen

Property





- tulajdon, vagyon

To recompense sy




- kártalanítani vkit

Principle





- alapelv

Insurable interest




- (biztosítható) érintettség

Effect






- következmény, hatás

To apply to sg





- vonatkozik vmire, tartozik vmihez

Utmost Good Faith




- jóhiszeműség

Dealings with sg




- viselkedés, magatartás vkivel szemben

Indemnity





- kártalanítás

To suffer sg





- elszenvedni vmit

To be indemnified for sg



- kárpótolva vmiért

To be restored to sg




- helyreállítva, visszaállítva vmihez képest

To occur 





- bekövetkezik, megtörténik

Insurance policy




- biztosítási szerződés, kötvény

To cover sy against a risk



- vkit biztosít egy kockázattal szemben

Statistical probability




- statisztikai valószínűség

Collision





- karambol

Reinsurance





- viszontbiztosítás

A like proportion of the premiums


- a díj hasonló, arányos része

Premium





- biztosítási díj, jutalék

Marine insurance




- hajókár biztosítás

To distinguish between



- különbséget tesz vmik között

Major / minor perils




- jelentős / csekély kockázat, veszély

Losses voluntary incurred



- tudatosan okozott veszteség (?)

Losses involuntary incurred



- akaratlanul elszenvedett veszteség

Section





- rész, összetevő

Hull






- hajótest 

Vessel






- hajó (teknő)

Stranding





- zátonyra futás

Time / voyage policy




- időtartam / út biztosítás

Freight






- fuvardíj

Crew






- legénység, személyzet

Fixed installation




- rögzített berendezés, felszerelés

Pier






- móló, kikötő

Wharf 






- rakpart

To be liable to do sg




- hajlamos megtenni vmit, ki van téve neki

Vital






- fontos, szükséges

In conjunction with sg



- vmivel összekapcsolva, együtt

To subrogate the insurance claim


- átszáll rá a biztosítási igény

Due to sg





- köszönhető vminek, vmi miatt

Riot






- lázadás, zendülés

Civil commotion




- népfelkelés

Floating policy




- keretbiztosítási kötvény

Open cover





- nyitott biztosítás (?)

To go in for sg




- foglalkozni vmivel, érdeklődni vmi iránt

To estimate sg





- felbecsülni, előirányozni vmit

To take out a policy




- kiváltani egy kötvényt

Figure






- (becsült) szám, összeg

Slightly





- kissé, némileg

Non-reducing





- nem fogyó, nem levonásokkal működő

To be negotiated annually



- egy évre szóló (?)

22.

Complaints, Adjustments, Arbitrations

Complaints

Non-fulfilment of the contract may be caused by the seller or the buyer, or by a so-called ‘Act of God. When the buyer or the seller is at fault, a letter of complaint is sent to him. 

If the seller is at fault, the most usual cases for writing a complaint are as follows:

I. Defect in quality: The goods may be 
-    of inferior quality

· completely different from the goods on order

In these cases the buyer may
· refuse to accept the goods

· accept them on condition of an extra discount

II. Defect in quantity

a) Oversupply: The seller has delivered more goods than have been ordered.

b) Shortshipment: (Deficiency/Shortage in weight) Not enough goods have been delivered. In this case the buyer may
· Refuse to accept them

· Accept them as a partial delivery

· Pay for what has been delivered and cancel the rest of the order

III. Delay: It happens when the seller fails to deliver in time. In this case the buyer urges delivery and extends delivery time. If even then the seller doesn’t deliver, the buyer may

· Extend the delivery time once more and claim damages, or

· Buy the goods elsewhere at the seller’s cost and claim compensation for the loss caused by the delay, or

· Cancel the order altogether

IV. Unsuitable or faulty packing: It can cause damage to the goods, and the insurance companies will not accept responsibility about it. In this case
· The buyer may accept damaged goods if the supplier offers a discount.

· If the goods are badly damaged, they may be unsaleable and the buyer will demand replacement.

V. Damages: This is usually a matter for the insurance agent.

VI. Other defects: Sometimes documents are not in order; there is a mistake in the invoice, a discrepancy between the invoice and L/C etc.

The buyer also may be at fault when

1. He refuses to accept the goods without sufficient grounds.

2. He may cause difficulties by omitting to give transport instructions in time.

In these cases the seller may store the goods at the buyer’s expense, or he is free to dispose of them after a certain period of time.

3. He refuses to pay though he has already accepted the goods. In such a case it is necessary to force payment by sending reminders.

A letter of complaint should be written in a firm but quiet, courteous and objective tone. Usually a brief but clear statement of the essential facts best serves the interest of the writer. It should contain all data relevant to identification of the consignment.

Adjustments

Before a complaint is admitted, it is necessary to decide whether it is justified (genuine).

I. If the customer’s complaint is well founded, the claim must be granted promptly. A frank acknowledgement of the error should be made together with the assurance that precautions have been taken to eliminate similar errors in the future.

II. When the customer’s complaint is not justified and the seller is not to blame, the claim is refused in a firm but courteous tone without blaming the customer. But the seller must carefully explain why he refuses it.

III. It may also happen that a third party, e.g. the carrier is to blame. In such cases the seller does his best to make good the fault and to help his customer.

If the order was short-shipped, you should dispatch the goods, which were not sent as soon as you can. It is a good idea to arrange payment franco domicile, which means that all costs are paid to the consignee’s warehouse. This will be accepted by the buyer as a sign of goodwill and may prevent the customer from changing his supplier.

A complaint should be answered promptly. If the explanation cannot be sent immediately, a letter should be dispatched to the customer saying that his claim is being investigated, and that he will be informed of the result as soon as the investigation has been completed.

As the purpose of the adjustment letter is to remove difficulty, it is not advisable to stress the unfavourable elements in the situation.

Arbitration

It may happen that the dispute between the parties to a contract cannot be settled in a friendly way, then the parties are obliged either to resort to law or to refer the matter to an arbitration court or arbitration tribunal. The proceedings in law courts are expensive and slow and the legislation of one country differs considerably from that of another, so it is questionable whether the judgement of a court can be enforced in the country of the opposing party.

Arbitration Courts have been established, which are attached to Chambers of Commerce or Commodity Exchanges; and arbitrators (In an arbitration case, the persons who have a dispute would like to settle it without litigation, and this saves both time and money.) of international reputation and with specialist knowledge assist in the settlement of disputes which otherwise might lead to expensive litigation (court action).

Several international agreements have been signed by a great number of countries in order to make the awards (the decision of the arbitrator) of arbitration courts enforceable abroad.

Normally the parties refer a dispute arising out of contract to one or more independent persons, rather than to a court of law. Arbitration must be agreed on initially, it cannot be imposed afterwards. An arbitration clause (a statement in a contract which indicates that both parties agree to arbitration in the event of a dispute) must be inserted in the contract.

The advantages of arbitration proceedings are

· Simplicity

· Speed

· Economy

· The avoidance of publicity

Occasionally there is more than one arbitrator. In such cases an umpire is appointed, whose decision is final if the arbitrators fail to agree.

The International Court of Arbitration attached to the International Chamber of Commerce in Paris was created to settle business disputes of an international character.

The standard ICC arbitration clause is as follows:

“All disputes arising in connection with the present contract shall be finally settled under the Rules of Conciliation and Arbitration of the International Chamber of Commerce by one or more arbitrators appointed in accordance with the Rules.”

Vocabulary

Complaint




- reklamáció

Adjustment




- helyreigazítás, elrendezés

Arbitration




- döntőbíráskodás

Non-fulfilment of a contract


- egy szerződés nem-teljesítése

‘Act of God’




- vis major

To be at fault




- hibásnak lenni

Case





- eset, ügy

Defect in sg = deficiency


- hiba, hiány, hiányosság vmiben

To be of inferior quality


- rossz minőségű

To accept sg on condition of/that

- vmit elfogadni vmilyen feltétellel

Oversupply




- túlszállítás, súlytöbblet

Short shipment



- alulszállítás

Shortage




- hiány 

Partial delivery



- résszállítás

To fail = to omit to do sg


- elmulaszt vmit megtenni

To urge sg




- siettetni vmit

To extend delivery time


- kitolni a szállítási határidőt

To claim damages



- kárigénnyel előállni

Damage claim




- kárigény

To claim compensation for sg

- kártalanítást kér vmi miatt

Altogether




- teljes egészében

Faulty 





- hibás

To cause sg to sg/sy



- vkinek vmit okozni

To accept responsibility about sg

- felelősséget vállal vmiért

Badly damaged



- súlyosan károsodott

Unsaleable




- eladhatatlan

A matter for sy



- vkire tartozik, vki ügye

Discrepancy between sg and sg

- eltérés vmi és vmi között

Sufficient grounds



- elégséges ok, alap vmire

To dispose of sg



- rendelkezni vmiről

To force sg




- kényszerít, sürget, szorgalmaz vmit

Reminder




- fizetési felszólítás

Firm





- határozott

To serve the interest of sy


- vki érdekeit szolgálja

Relevant to sg




- fontos ahhoz, hogy

To be admitted



- elismerve

Justified




- jogos, indokolt

Well founded




- megalapozott, indokolt

To grant sg




- elismerni vmit

Frank





- őszinte

To take precautions to eliminate sg

- óvintézkedéseket tenni vmi ellen

To be to blame



- hibásnak lenni

To make good the fault


- jóvátenni a hibát

Payment franco domicile


- telephelyig fizetve

Consignee




- címzett

Sign of goodwill



- jószándék jele

To prevent sy from doing sg


- megakadályozni vkit, hogy tegyen vmit

To dispatch sg




- küldeni vmit

To investigate sg



- kivizsgálni vmit

To stress sg = to emphasize sg

- hangsúlyozni vmit

Unfavourable elements


- kedvezőtlen elemek, tényezők

To settle a dispute



- egy vitát elrendezni

To be obliged to resort to law

- köteles állami bírósághoz fordulni

To refer the matter to swhere


- az ügyet vmi elé terjeszteni

Arbitration court/tribunal


- döntőbíróság

Proceeding in law courts


- eljárás állami bíróságokon

Legislation




- törvényhozás

To differ from sg



- különbözni vmitől

Judgement




- ítélet

Court





- bíróság

To be enforced



- végrehajtható

To establish sg



- létrehozni, elfogadni vmit

Arbitrator




- döntőbíró

Reputation




- hírnév

Settlement




- ítélet, döntés

To lead to litigation



- pereskedéshez vezet

Award





- döntés, ítélet

Enforceable




- végrehajtható

To refer a dispute arising out of contract
- a szerződésből fakadó vitát vki elé

To sy





   terjeszti

To be agreed on initially


- induláskor, előre kikötve

To impose sg




- kivetni, kikötni vmit

Clause





- záradék

Umpire




- bíró, döntőbíró

To appoint sy




- kijelöl, kinevez vkit

International character


- nemzközi viszonylat

To arise 




- felmerül, adódik

Conciliation




- békéltetés

Binding




- jogerős, kötelező

23.

Advertising and sales promotion; Trade fairs and exhibitions

Advertising

A most important method of competition is advertising, the aid to trade that deals with the problem of 

giving information about goods and services

helps to put buyers and sellers in touch with one another

tells us what goods a supplier has for sale

emphasises their good points

Types of advertising:

1. Indirect advertising: It means advertising to everybody as by posters or TV commercials.

2. Direct advertising: It means advertising to individuals as by sending letters directly to the people concerned.

3. Informative advertising: It tells us what goods are available and gives the facts about them so that a consumer can choose the article that suits him best.

4. Competitive advertising: It tries to persuade people to buy the goods whether or not they want them. Its aims are to prevent sales from falling and to keep customers from turning to other goods.

Instead of arranging the advertising himself, the seller can employ an advertising agency to do the work. This is a business organisation offering its clients a complete range of communication and marketing services as well as the services of its artists and copywriters.

Advertising media

I. The print media

1. Newspapers offer a number of advantages to advertisers: flexibility, high circulation, low cost per thousands of readers, prestige in a given community. Regional newspapers are ideal for local campaigns.

2. Magazine advertising also has advantages such as its selectivity (it is ideal for specific target markets), excellent reproduction quality, and long life. Its main disadvantages are the lack of flexibility and the high cost per thousand readers.

3. Direct mail: The most common forms of direct mail are sales letters, postcards, leaflets, folders, booklets, catalogues and company magazines. Their advantages are the selectivity, the intensive coverage, speed, flexibility and personal approach. But they are quite expensive and it’s difficult to obtain good mailing lists.

II. The broadcast media

1. A television commercial brings into the viewer’s living room a combination of moving picture and speaking voice. Television and radio both have the advantages of a very personal approach and of extreme flexibility. They reach a high percentage of the population and may be emotionally involving. In general, mass consumption products are the biggest users of both media. The main disadvantage of television advertising is high cost.

2. Radio can be very selective whereas television is usually a mass medium. Advertising messages are frequently repeated on both of them.

III. Other advertising media

The print and the broadcast media account for over 70 per cent of total advertising expenditure in most countries. The rest is spent in a wide variety of media.

1. Outdoor advertising: Posters, painted advertising and illuminated signs.

2. Transit advertising: It includes the ads inside and outside the public means of transport and at stations. 

3. Point of purchase displays: (in shop windows or inside shops) They help with building a favourable image and provide information.

4. Speciality advertising: It includes a variety of items carrying the advertiser’s name and address and a short sales message, such as calendars, pens and so on.

5. Directories: (Yellow Pages) Customers can easily obtain advertisers’ names, addresses and numbers.

Images and symbols in advertising

I. Slogans

Most slogans advertise a product reward or some action to be taken. They may use rhythm, rhyme and alliteration, they are easy to remember, they help to differentiate a product and provoke curiosity.

II. Trade marks

This phrase includes any word, name, symbol, or device or any combination of these. A trade mark is used by a manufacturer to identify his goods and distinguish them from these made by others.

There are three types of trade marks:

Brand names (Nescafé, Persil…)

Firm names (Philips, LG…)

Identifying symbols for brands and companies

The brand is a kind of guarantee of the quality of the goods and is often an important item in a systematic sales promotion. 

Sales Promotion

The most common forms of SP are

Offering free gifts or premiums

Organizing prize competitions and games

Giving away coupons which can be exchanged for gifts or cash or used in part payment

Special offer packages which are either sold at below the normal price or contain a larger than normal quantity of the product

Samples

Packing (Packages communicate and can promote sales.)

Trade fairs and exhibitions

Trade fairs and exhibitions

They provide excellent opportunities for businessmen to promote their products or services through display and demonstration. There are hundreds of exhibitions that cover specialist traders and industries. In some fields a fair serves as the main event in starting the selling season. (e.g. toy fairs)

Fairs and exhibitions are useful when a company wants to 

Introduce a new product

Meet a large number of new contacts in a short time (this is the basic objective of exhibiting)

Reduce the overall cost of selling

Build up the confidence of existing buyers (customers have the chance of seeing the complete range of products as well as meeting members of the management)

Provide an opportunity for the market to see, touch, hear or try out the products and compare them with competing brands

Taking part in an exhibition can be very expensive therefore the potential audience should determine how much a company should invest in a particular event.

Organizing an exhibition

The work of organizing an international trade exhibition begins months or years in advance. The organizers have to plan and launch a promotional campaign, they should advertise in the international and home press and contact chambers of commerce. The rules and regulations governing an exhibition are binding on all exhibitors. 

Vocabulary

Advertising




reklámozás, hirdetés

The aid to trade



a kereskedés támogatása, segítése, segédeszköze

To put sy in touch with sy


vkit vkivel összehozni, kapcsolatba hozni

The good points of sg



vmi előnyei, jó tulajdonságai

Poster





plakát

TV commercial



TV reklám

Individual




egyén, biz. személy

People concerned



akire vonatkozik, akit érint, aki érdekelt

Informative advertising


tájékoztató, felvilágosító reklám

To persuade sy to do sg


rávesz, meggyőz, rábeszél vkit, hogy vmit tegyen

To employ sy to do sg


vkit foglalkoztatni, megbízni vmivel

A complete range of sg


teljes körű

Circulation




forgalom, példányszám

Prestige




tekintély, szakmai megbecsülés

Reproduction




sokszorosítás

Leaflet





szórólap

Folder





prospektus 

Booklet




brosúra

Intensive coverage



intenzív lefedettség, terítés

Personal approach



személyhez szólóság, közvetlen kapcsolat

Viewer





néző

To be emotionally involving


érzelmileg bevonva, egyesítve

Mass consumption products


tömeg-fogyasztási cikkek

Whereas




ellenben (itt)

To account for sg



vmivel számol, vmiről számot ad (birtokolja)

Ad expenditure



hirdetési kiadás, hird.-re felhasznált terület

To be spent in swhere



vhol felhasználva, kiadva

Illuminated signs



fényreklámok

Display




reklámozás, vmi kihelyezése (kirakatba),  kiállítás

To build a favourable image


kedvező image építése, kialakítása

Directory




címjegyzék, telefonkönyv, címtár

Product reward



termékkínálat (?)

To provoke curiosity



kíváncsiságot kelteni

Device





eszköz, megoldás, fogás

To distinguish sg from sg


megkülönböztet vmit vmitől

To provide sy with sg



vkit vmivel ellát, vmit nyújt, biztosít

Display and demonstration


kiállítás és szemléltetés, bemutatás

Objective




cél

Confidence




bizalom

To compare sg with sg


összehasonlítani vmit vmivel

To determine sg



vmit meghatározni, eldönteni

Particular event



különleges esemény

To launch a campaign


elindítani egy kampányt

Rules governing sg



vmi irányítására, lebonyolítására von.ó szabályok

To be binding on sy



vkire vonatkozik, érvényes, jogerős

24.

International financial institutions: IMF, World Bank

IMF

It is a cooperative institution with 178 member countries.

Purposes of the IMF

· To maintain stable currency exchange rates

· To facilitate international payments

Instruments of the IMF

· It lends money to members with liquidity problems

· Its members inform each other about fiscal and monetary policies. (Technical assistance and publications.)

Establishment

There was a great depression of the world economy in the 30’s. There was a great need for cooperation in order to establish an innovative monetary system and an institution to supervise it. The IMF was founded in July 1944 at Bretton Woods.

Organisation

1. Board of Governors: ministers of finance for each country

2. Alternate Governors: heads of central banks (They hold meetings once a year.)

3. Executive Directors: represent the governments of their countries during the rest of the year. 

Surveillance

These days, member countries are allowed to choose their own method of determining their currency exchange rates, but supervision by IMF is necessary.

Borrowing

Each member country pays in a sum of money called quota. This will be the source of loans to member countries with a severely negative balance of payments. These loans are called SDR’s (Special Drawing Rights) and can be received in periodic allocations. An IMF member earns interest on its quota contribution only if other members borrow its currency.

Before a member country obtains the loan, it has to demonstrate how it will solve its payment problem. They can immediately withdraw the 25% of its quota. Repayment is made within 3 or 5 years. (Costs: 0,5% for service charges and commitment fees, 5% for interest)

The aim of loans are devaluation, export encouragement and reduction of government expenditure.

World Bank Group

It is a family of multilateral development institutions owned by governments. These governments exercise their ownership function through Boards of Governors on which each member country is represented individually.

It consists of five international organisations:

· IBRD (International Bank for Reconstruction and Development), which a source of loans to developing countries.

· IFC (International Finance Corporation), which support private enterprises in the developing world through provision of loans.

· IDA (International Development Association), which provides finance on concession terms to low-income countries. It provides them with interest-free credits. Contributions are made by donor countries (US, Japan, Germany, Brazil, Hungary, Korea, Turkey…), and borrowers are Africa and Asia.

· ICSID (International Centre for Settlement of Investment Disputes), which provides arbitration services for disputes between foreign investors.

· MIGA (Multilateral Investment Guarantee Agency), which provides investment risk insurance, and information on investment opportunities.

Duties of the World Bank Group

Reducing poverty (setting out a strategy)
Access to education, healthcare and social services

Economic growth through increasing earnings of poor countries. The Bank lends for broad improvements in economic policies towards reducing budget deficit or stem inflation.

Promoting private enterprises

· IFC lends directly to private companies. It finances projects unable to obtain funding from other sources.

· It lends on infrastructure projects
· It focuses nowadays to Eastern and Central European countries and the Former Soviet Republics

The connection between IMF and World Bank

Membership in the IMF is a prerequisite for joining the Bank. World Bank lends to developing countries while IMF lends to its members.

Future steps

· Pursuing economic reforms

· Investing in people

· Promoting private sector

· Reorienting governments, so that the public sector can undertake essential tasks such as human resource development

To meet these challenges the Bank Group needs to build upon its two main roles: the financial and advisory roles.
Vocabulary

Fiscal






költségvetési

Commitment fee




utalási díj (?)

Contribution





hozzájárulás

Access






lehetőség

Prerequisite





előfeltétel

Broad






átfogó

To stem sg





leállít vmit

To pursue sg





folytat, követ vmit
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		Assets		Liabilities

		Fixed assets		Share capital

		Land		Ordinary shares

		Building		Preference shares

		Plant and machinery		Long-term liabilities

		Current assets		Mortgage

		Stocks		Reserves

		Debtors		Loan capital

		Cash		Debenture shares

		Bank balance		Loan

		Net current assets		Current liabilities

				Tax to be paid

				Bank overdraft

				Creditors

				Profit
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		Fixed capital		+		Working capital		=		Employed capital

		Employed capital		__		Current liabilities		=		Capital owned

		Working capital		__		Current liabilities		=		Net working capital






