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Mpepnaraem Bawemy BHMMaHMIO yyebHble maTepuanbl Kypca «OCHOBbI NpefocTaBieHns
$MHaHCOBbLIX ycyr» KOponeBCKOTro MHCTUTYTA NO LleHHbIM ByMaram v MHBECTULUAM.

HactoAwee yuebHoe nocobue co3paBanocb AnA NOATOTOBKW CTYAEHTOB K 3K3aMeHy Mo
Kypcy «OCHOBbI NpeAocTaBneHNA PUHAHCOBBIX YCNyr» KOponeBCKOro MHCTUTYTA MO LLEHHbIM
Gymaram 1 MHBECTULUAM.

ONybJINKOBAHO:

KoponeBCKUN NMHCTUTYT NO LieHHbIM ByMaram n MHBeCTULUAM

© KoponeBCKNM MHCTUTYT NO LeHHbIM Oymaram n uHsectnuymnam, 2017 .
20 ®eHuepu Ctpur,

JIoHOOH,

EC3M 3BY

Ten.:+44 20 7645 0600

Dakc: +44 20 7645 0601

AQpec aneKTPOHHOW NoYTbl: customersupport@cisi.org
www.cisi.org/qualifications

ABTop: MapTnH MwuTuyenn, Hay4yHbln COTPYAHUK KOpPONEBCKOro WMHCTUTYTa MO LEHHbIM
Gymaram u MHBECTULNAM

PeueHseHT: CanmoH KynxewH, ANNAOMUPOBAHHbIA HaYUHbI COTPYAHUK KoponeBcKoro
MHCTUTYTa NO LEeHHbIM ByMaram n MHBECTULMAM

HactoAwee w3gaHue ABNAeTCA WCKNIOYUTENbHO YuyebHbIM nocobmem. KoponeBckum
MHCTUTYT NO LEHHbIM Oymaram M WHBECTULUWAM He HecCeT HMKAKOW OTBETCTBEHHOCTU B
OTHOLWEHUN NUL, OCYyWeCTBAAILWNX TOProBy WAW WUHBECTULUOHHYK [OeATeNIbHOCTb B
Kakou 6bl TO HM Bbino dopme.

Ona obecneyeHnsa [OCTOBEPHOCTU MaTepuanoB [AaHHOTo yyebHoro nocobuAa Obinu
NPUNOXXEHbl MaKCUManbHble ycunua. Tem He MeHee, HU u3faTesib, HA aBTOPbl He HecyT
OTBETCTBEHHOCTM 3a Yyuwepb, NpUUYMHEHHbIN nwbomy nuuy, R[ENCTBYOWEMY WU
BO3JepKaBLUEMYCA OT AENCTBUNIA HA OCHOBAHNM MaTepuranoB HaCTOALWEro n3gaHusa.

Bce npaBa 3awuuieHbl. 3anpeLwaeTca BOCNPON3BOANTb, COXPAHATb B MHPOPMALMOHTHO-
MONCKOBOW CUCTeMe WU nepepaBatb B nwbon dopme u nwobbiMm cpeacTtBamMm —
3NEeKTPOHHbIMU, MeXaHWYEeCKUMMK, NYTEM KOMUPOBAHMSA, 3anNnUcu WUAN MHbIM Oo6pa3om —
[AAHHY Ny6nuKauuio, MOMHOCTbIO WX 4YacTUYHO, 6e3 npeABapUTENbHOrO paspelleHun
obnapgartena aBTOPCKUX Npas.
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MpenynpexpeHune. CoBeplweHne n0OOro HepaspeweHHOro AenCTBUA B OTHOLIEHUMU
MaTepunanoB HaCcToAWEro U3fgaHuA, NOJIHOCTbIO UAN YaCTUYHO, MOXKEeT CTaTb OCHOBaHMEM
Kak AnA rpakgaHCKoro ncka o Bo3meleHun yuwepba, Tak 1 yroIoBHOTO npecsiefoBaHuA.

CTpyKTypa yuebHOro Kypca, cogep»ataa nogpo6bHyto nHdopmayunto o nporpamme Kypca,
NPMBOAMTCA B KOHUEe AaHHOro nocobma. C nporpammont y4ebHOro Kypca MOXKHO TaKXKe
O3HaKOMUTbCA Ha canTe WHcTuTyTa cisiorg mnn obpaTuBWMKCL B LEHTP NOAAEPXKKMU
KnueHToB no TenedoHy +44 20 7645 0777. Obpawaem Bawe BHMMaHWE, YTO dK3ameH
OCHOBAH Ha Nporpamme y4yebHOro Kypca.

KaHanpatam peKkoMeHAyeTca perynsapHo nocewatb pasgen «O6HOBNEHUA ANA KaHAUOATOBY
canTa MiHctuTyTa (cisi.org/candidateupdate) gna nonyyeHna o6HoBneHHon nHGopmayunm ob
N3MEHEHNAX, MPOUCXOAALWMX B OTpac/iv, KOTOopble MOTryT MNOBAUATb Ha pe3ynbTaThl
JK3aMeHa.

Bonpochl, cogepxawmeca B gaHHOM yyebHOM nocobuun, npefHa3HayeHbl gna NOBTOPEHUA
Pa3INYHbIX pPa3faenoB MporpaMMbl yUYeOHOro Kypca, a TakKe ONA 3aKpenjeHna 3HaHun,
nonyyaemblx B Kaxaown rnaee. MIx He cnepyeT paccmaTpuBaTb Kak MPOOHbLIA dK3aMeH.
YpoBeHb CIOXHOCTU 3TUX BOMNPOCOB HeobsA3aTenbHO OyaeT COOTBETCTBOBATb YPOBHIO
CNIO’KHOCTW BOMPOCOB Ha 3K3aMeHe.

Bepcua yuebHoro nocobus: 3.1 (nona 2017 r.)
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syllabus can also be viewed on cisi.org and is also available by contacting the Customer
Support Centre on +44 20 7645 0777. Please note that the examination is based upon the
syllabus. Candidates are reminded to check the Candidate Update area details


mailto:customersupport@cisi.org
http://www.cisi.org/qualifications

(cisi.org/candidateupdate) on a regular basis for updates as a result of industry change(s)
that could affect their examination.

The questions contained in this manual are designed as an aid to revision of different areas
of the syllabus and to help you consolidate your learning chapter by chapter. They should
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the corresponding examination.

Learning manual version: 3.1 (July 2017)



0O6yueHune B KoOponeBCcKOM MHCTUTYTE NO LiIeHHbIM 6ymMmaram 1 MUHBECTULNAM

Cenyac Bbl rOTOBUTECH K dK3aMeHY, KOTOPbIN NO3HAaKOMUT BaC C OCHOBaMM nNpefocTaBneHuns
dnHaHcoBbIx ycnyr. [laHHOe yyebHOe nocobue M conpoBoOXpawume ero matepuanbl gna
ANCTAHUMOHHOTO 060yyeHnAa pa3paboTaHbl, 4TOObl NPeAoCTaBUTb BaM UHTEPECHYIO
nHPopmaunio 1 gaTb BO3MOXKHOCTb Oonblie y3HaTb U MOHATb, Kak QYHKLUMOHMPYET 3Ta
BaXXHaA OTpadib.

Bo3moXxHO, Bbl gaxe He cnblwanu o KMUBW, HO uncno ero uneHos npesBbiwaet 40 000
yenoBeK, N NX OCHOBHAA MacCa paboTaeT B AaHHOW oTpacnn. HageemcA, UTO OaHHbIN
3K3aMeH MOMOXeT Bam 6onblle y3HaTb O KapbepPHbIX BO3MOXHOCTAX M NOJYYUTb JIMYHbIE
dnHaHcoBble 3HaHMA. Taknm obpa3om, nocobre BaM NPUTrOANTCA BHE 3aBUCUMOCTU OT TOTO,
paboTaeTe Bbl UM YUYUTECH.

Mocne perncrpaunn gnAa caadym 3K3ameHa Bbl MOAyYUTe AOCTYN K 6ONbLIOMY KONNYECTBY
pecypcoB Ha Hawem canTe (Cisi.org), KoTopble He TOJIbKO MOMOTYT BaM C y4ebom, HO Takxe
pacWnpAT Baln 3HAHNA O MUPE MHBECTULNIA 1 BAHKOBCKUX YCNYT.

Hageemca, yTo Takoe TwatenbHoe 03HaKOM/IeEHUE C OCHOBaMM npenomeTa NOATOJNIKHET BaC K
Bbl60py CI)VIHaHCOBbIX yanyr B KayecrBe I'IpO(I)ECCI/IOHaJ'IbHOI'O 3aHATUA.

[aHHoe yuyebHOe nocobue u MaTepuanbl ANA AUCTAHUMOHHOTo OOyuyeHWA perynapHo
0OHOBNATCA, NO3TOMY, MOXKaNyMNCTa, NPOBEPbTE, NCMOJIb3yeTe N Bbl aKTyaJIbHYO BEPCUIO
ANA NOArOTOBKM K 3K3ameHy. Mbl ncnonb3yem yciyru cneynannuctoB B JaHHOW OTpaciu,
KOTOpble MOMOratoT HaMm OOHOBNATb U NepecMaTpMBaTb MaTepmranbl, HO TakXe NPUBIEKaeM
CTYLEHTOB M NpenogaBaTenen, Kotopble obecneymBatoT COOTBETCTBME MaTeEPUAIOB BallnM
NOTPEOHOCTAM N YPOBHIO OMbITa.

Mbl ouyeHb Hageemcs, 4yTo BaM noHpaButcA obyueHne B KWUUBW wn BbI nonyuute
BOOXHOBAAIOLWMNIA YY4EOHbIN ONbIT.



Learning with the CISI

You are now studying for an exam that will introduce you to the Fundamentals of Financial
Services. This workbook and the accompanying elearning product is designed to provide
you with interesting information and to enable you to know more about and understand
how thisimportant industry functions.

You may not have heard of the CISI, but over 40,000 individuals are members, the vast
majority of whom work in the industry. We hope that this exam will help you to build
awareness of career opportunities and personal financial knowledge. So whether you are in
work or education, you will find this useful.

When you register for the exam, you will be able to access a wide range of resources on our
website (cisi.org), which will not only help with your studies, but help to broaden awareness
of all aspects of the investment and banking world.

We hope that this thorough grounding in the essentials will encourage you to consider
financial services as a career option.

This workbook and elearning product are updated regularly, so please check to ensure you
have the correct version for your exam. As well as using industry specialists to update and
review the material, we also use students and tutors to ensure that the material is relevant
to your needs and level of experience.

We really hope that you enjoy your studies with the CISI and that you find the learning
experience a stimulating one.



DTNKa 1 YeCcTHOCTb B cpepe puMHaAHCOBDBIX ycnyr
Cb6epexeHue N npegocTaBreHe CPeaCTB B3aliMbl
baHkoBcKne ycnyru

[onesBble LeHHble 6ymaru

O6nurauun

MpounsBoaHble pMHAHCOBbIE NHCTPYMEHTDI

PbIHKN

Apyrmne o6nactn npepocraBneHnA GUHaAHCOBbIX YyCAyr
Foccapuin TepMmnHoB

Bonpocbl ¢ HeCKONbKMMW BapaHTaMy OTBETOB

CTpyKTypa yue6HOro Kypca

Mpepnonaraetca, 4to ANA  W3YYEHUA [aHHOrMO
npn6nn3nTeNnbHO 60 YaCOB yUEOHOIO BPEMEHM.

yyebHOTO

nocobus

notpebyeTca



Ethics and Integrity in Financial Services
Saving and Borrowing

Banking

Equities

Bonds

Derivatives

Markets

Other Areas of Financial Services
Glossary and Abbreviations
Multiple Choice Questions
Syllabus Learning Map

It is estimated that this manual will require approximately 60 hours of study time.



naBa nepBaA

DTNKa N YeCTHOCTb B cpepe PNHAHCOBbDIX
ycnyr

1. BBegeHue
2. 3TNKa Ha NpaKTukKe

3. 3T1uKa B cpepe npegocraBneHnsa GMHaAHCOBbIX yCnyr

dTomy pasgeny nporpammbl Kypca Ha 3K3ameHe 6yaeTr nocBsweH npub6nusutenbHo 1 u3 30 3K3aMeHaLMOHHbIX

BOMpoOCOB.




Chapter One

Ethics and Integrity in Financial Services

1. Introduction
2. Ethics in Practice

3. Ethics in Financial Services

This syllabus area will provide approximately 1 of the 30 examination questions







% TNKa N YeCTHOCTb B cdhepe
$PpUHaAHCOBbIX yCnyr

1. BBepeHue

Llenb o6yueHns

1.1.1 3HaTb KNtoYeBble NPUHLUMbI STUYHOTO NOBeAEHNA B CEKTOPE GMHAHCOBBIX YCyr

YTOo Bbl nogpasymeBaeTe noj >Tukown? [lymaeTe, Bbl 3HaeTe OTBeT Ha 3TOT BONpocC?
KoHeuHo, 3HaeTe! KTo Xe He 3HaeT? JTO 3HAlOT BCe. DTO MPO TO, KaK ObiITb XOpoLWnUM ”
Xopolwo cebsa BecTu.

Kpome CJ1OBa «3TUKa», 4aCTO NCNOJIb3YIKOTCA CJIOBa «goBepune», KUEeHHOCTU», «<YECTHOCTb» U
«MOpasnb».

Mbl neproanyeckn BbIHYXKAEHbl MPUHMMaTb 3TUYHble pelleHus. Hanbonee ouyeBmnagHom
CUTyaumen apnAaeTca cobntofeHne 3TMYeCKMX HOPM, B YaCTHOCTU, B IMYHON XKU3HN.

Hanpumep, Bbl BpAag nun ykpagete MoObunbHbin TenepoH cBoero agpyra. A UTo Bbl caenaete,
ecnu HanpgeTe MmobunbHbI TenedoH B aBTobyce, B 0CO6GEHHOCTN, e 3TO ByaeT nocnenHAs
MoJefNb, Ha KOTOPYIO Bbl CAMW KOMUTE JeHbIN?






% Ethics and Integrity in Financial
Services

1. Introduction

Learning Objective

1.1.1 Know the key principles of ethical behaviour in financial services

Ethics — what does the word mean to you? You think you know? Well, of course you do!
Who doesn’t? Everyone knows. It is about being good or behaving well.

Other words frequently used alongside, or sometimes instead of, ethics are trust, values,
integrity and morals.

We are faced with ethical choices on a regular basis, and doing the right thing is usually
obvious, particularly in our personal lives. For example, you are not likely to steal your
friend’s mobile phone. But what would you do if you found a mobile phone on the bus,
particularly a top-of-the-range model that you have been saving towards buying for
yourself?



3axouyeTca OCTaBUTb ero cebe?

Bo3MOXHO, HO Bbl e 3HaeTe, YTO OH He Baw N cTout 400 GyHTOB, NO3TOMY MbIC/Ib O TOM,
4yToObl OCTAaBUTb ero cebe, AOKHA 4OCTABNATb ANCKOMOPT.

Mo3ToMy Bbl pellaeTe Nepeaatb €ro BOAUTENIO, KOTOPbIN B CBOO oUyepeab nepefact ero B
610p0 Haxof4oK aBTOOYCHOI KOMMAHUW. 3HAYUT, COBEpPLUEHME MPaBUSIbHbIX MOCTYMNKOB, TO
eCTb 3TUYHOEe NoBeAeHNe, NpeanosaraeT NPAMOSIMHENHOe NoBedeHne.

Tak noyemy xe coobuaeTcA 0 TaKOM KONMYECTBe CUTyauunin B 6n3Hece, B KOTOPbIX Bpoae
6bl pa3yMHble NoAM NOCTYNalT HE3TUYHO?

e fABnaetcanu 3To ux Bbibopom?

e (OObAcHAeTCA N 3TO TeM, YTO OHU CUYMTAKT, UTO B HEKOTOPbLIX CUTYyaLMAX ITUKOMN
MOXHO npeHebpeub?

e l/nn Xe nx NOCTyNnKM MOXHO OODBACHUTb TEM, UTO OHU HE CYNTANN CBOE NMOBeAeHue
HESTUYHbIM?

° BO3MOXXHO, OHWN fiyMmanu, UTo UM BCe conpeT C pyK?

Mnwn Bce HEMHOTO CNOXHee, U BCE NepeunciieHHble BapraHTbl UMeN MeCcTo O4HOBPEMEHHO,
a BO3MOXHO, 6bInn Kakne-To Apyrme MoTuBbI?

Kpome Toro, BO3HMKaeT BONPOC, MoYeMy 3TUYHOMY MOBEAEHMIO CTANI0 YAENATbCA CTONbKO
BHMMaHWA, ocobeHHO B chepe npepoctaBneHnsa GUHAHCOBbIX yCyr. ECny 3TMKa Tak BaXkHa,
Kak 06 3TOM celyac roBopAT, TO OHa, HAaBepHoe, Bceraa bbisia BaXkHa?

Ha 3TO MOXXHO OTBETUTb 3BYUYHbIM «a». ITUYHOE NoBefeHMe Bcerga 6110 BakHbIM. ObLwan
HecnocobHOCTb Noaen, paboTawWwmx B 0Tpacnn GUHAHCOBbLIX YCYT, MOCTOAHHO MOMHUTb O
Ba*XHOCTM 3TUYHOIO NOBEAEeHMA CTasa rMaBHOW MPUYNHOWN OTPOMHOWN MoTepn JoBepua K
AAaHHOMY CEKTOPY; K COXKaleHNto, JOBepmMe HaMHOro fierye rnotepATb, YeM BOCCTAHOBUTD.
Kak ckasan rnaBa baHka AHrnuu: «[loBepue npnxoauT newkom, a yeskaet Ha Deppapwu».

2. DTNKa Ha NpaKTunkKe

MO>HO cKa3aTb, UTO 3TO MOMPOCTY «COBepLlIeHNe MNPaBUJIbHbIX NOCTYNKOB». KnouyeBowu
MOMEHT B MPUHATUN STUYECKUX PELIEHN 3aK/loyaeTcAa B TOM, UTO Bbl Aenaete Bbibop B
OTHOLWEHNN npeanpUHNMAEMbIX OENCTBUWN. DTUKA N HOPMbl M 3aKOHOAATENbCTBO He



TOXAEeCTBEHHbl. Bbl MoXKeTe felicTBOBaTb HE3TUYHO, HO NMpPU 3TOM OCTaBaTbCA B pamKax
3aKOHa; BallX AeNCTBUA MOTYT O6bITb HENPUATHBIMU UIN AaHTUCOLMANbHBIMUK, HO NMPU 3TOM
BMOJIHE 3aKOHHbIMU. HO eCnu Bbl HapyLwaeTe 3aKOH, BaWy AeNCTBUA BYAYT Kak HESTUYHbIMU,
TaK M HE3aKOHHbIMU.

OAVH 13 BbIBOJAOB, KOTOPbI MHOMAA AeNalT OTHOCUTENbHO 3TUKM Kak OTAesibHble Nnoau,
TaK U UeNble KOMMNAaHUN, 3aKNYaeTcss B TOM, YTO Bbirofa OT UFHOPUPOBAHUA STUYECKNX
HOPM W [ob6pPOCOBECTHOrO NOBeAeHWA 3HAauMTeNbHO nepeBewnBaeT Bbirogy oOT
cobnogeHna 3TUX NPUHLKUNOB.

Odpyrumn cnoBamun, AencTBue, MNpeanpuHATOE UesloBEeKOM MpPOCTO MNOTOMY, UYTO OHO
Hamnyywmm obpas3oMm CiyXKMUT ero (Bawum) WHTepecam, BMoNHe uenecoobpasHo. B
NnpuBeAEeHHOM paHee npumepe, rae Bbl HaWIn B aBTobyce MobunbHbIN TenedoH, OCTaBUTb
ero cebe 04HO3HauYHO BbirogHee. Y Bac NOABAAETCA XKeflaHHbI 0ObEKT, MPX 3TOM Bbl €70 He
yKpanu, a npocto Hawnu. Bl He 3HaeTe Bnagenbua (YenoBeka, KOTOPbIN ero notepsan),
COOTBETCTBEHHO, OTCYTCTBYIOT JIMUHble CBA3M, KOTOpPble MOryT MNOBAMATb Ha Balwe
nosepfeHue.



Mightyou be tempted to keep it?

Perhaps, but you know that itis not yours and it is worth £400, so the thought of keeping it
should make you feel uncomfortable.

Accordingly, you decide that you will hand it to the driver, whom you trust to hand it to the
bus company’s lost property office. So doing the right thing — acting ethically - is surely
quite straightforward.

In which case, why are there so many reported business situations in which seemingly
rational people are said to have behaved unethically?

e Isitbecause theychose to do so?

e Is it because they consider that there are some situations where ethics apply and
others where they do not?

e Isitbecause theydid not think that their behaviour was unethical?

e Ormaybe it was just that they thought they could get away with it?

Or could it be that it is a bit more complicated and involves all of these thoughts and
actions,and some more besides?

And then there is the question of why ethical behaviour has become such an issue,
particularly in financial services. If ethics are as important as people are now saying, then
surely they have always been important?

The answer to that is a resounding 'yes'. Ethical behaviour has always been important. The
collective failure of those working in the financial services industry to keep the importance
of ethical behaviour in the forefront of their minds and actions was a major contributor to
the huge loss of trust suffered by the sector and, unfortunately, trust is much easier to lose
than itis to restore. As the Governor of the Bank of England said: ‘Trust arrives on foot, but leaves
ina Ferrari.

2. Ethics in Practice

This might be simply rephrased as ‘doing the right thing’. The key point about ethical
decision-making is that you make the choice about the action that you take. Ethics and
regulation, or the law, are not one and the same thing. You may act unethically without



breaking the law; your actions may be unpleasant or antisocial but not illegal. However, if
you break the law, your actions will be both unethical and illegal.

One of the observations sometimes made about ethics is that the benefit of ignoring
ethical standards and behaviour far outweighs the benefit of adhering to them, both from
an individual and also from a corporate perspective.

In other words, an action taken simply because it seems to be in the best interests of the
doer (you) makes obvious sense. In the earlier example of finding the mobile phone on the
bus, keeping the phone is to your advantage. You have something that you want and you
have not actively stolen it; you've simply found it. You do not know the owner (the person
who lost it), so you do not have a personal connection which might influence your
behaviour.



OfHako B 3TOM cC/lyyae UTHOPUPYETCA Cegyrwmin MOMEHT: XOTA nofgobHaA nonutuka
AENCTBUN B CBOUX MHTEpecax MOXeT MMETb CMbIC/T N NPUHOCUTb NM0Abl B KPAaTKOCPOUYHOM
nepcnekTnBe, B Hawem obujectBe HensbeXHbIM pe3ynbTaTOM TakOW MoAenn noBefeHuA
OyoyT Kak MUHUMYM cCOLManbHble MNOCNeAcTBMA, a B XyAWeM Clyyae — YroJslIoBHasA
OTBETCTBEHHOCTb.

Kpome Toro, nobonm n3 ncxopgos, coumanbHble NN IOPUANYECKNE MOCNEACTBUA, MOXET
nepeBecnTb NtoOble SKOHOMMYECKME OnpaBAaHnA, KOTopble Bpoae Obl CywecTtBoBanu gna
He3TUYyHOro nosefgeHuna. [pyrumum cnosamu, nwboe ouyeBMAHOE KpPaTKOCPOYHOe
NPenMyLLeCTBO MOXET BHECTM HEOONbLION BKNaA B HEN30eXKHbI JONTOCPOYHbIN Bpea.

ITaK, UTO MOXKHO caenaTtb B CUTyalumn, KOrga Bblbop NpaBuIbHOIO AENCTBUA HE OUeBUAEH?
CywecTByeT OAVH BONPOC, B KOTOPOM CO6paHbl YeTbipe KnouyeBblX BONPOCA, KOTOpble BaM
cnepyet cebe 3apath:

AlBnAaeTca nn 1o, UTo A cCObMpatoChb caenaTb, MU AeNCTBUA, KOTOPbIE AXOUY NPeAnpPUHATD,
OTKPbITbIMU, YeCTHbIMU, NPO3PAYHbIMM 11 CNpaBegIMBbIMIA?

[laBaniTe BepHemcA K npumepy C mMOOMNbHbIM TenedpoHOM M npoBepum. Bbl pewaete
OCTaBUTb TenepoH cebe BMeCTO TOro, ytobbl oTAaTb ero BoagnTento. [poxoaart nn NnpoBepkKy
BaLUWN AeNCTBUA — OCTaBUTb cebe LieHHbI TenepoH, KOTOPbIN Bbl HE YKpPanu, a Halwn?

e bBbino nu Bawe gencrteme oTKpbITbiM? CNpocunm nNu Bbl OKPYXKalowWmnx B aBTobyce, He
BbIPOHUN NN KTO-HNOYAb TenedpoH, NOCMOTPENU Nu BOKPYr, 4TOObl ybeamTbCca, YTo
HUKTO ero He mnuwet? [onbiTannUCb N Bbl BbIACHUTb, KOMY MNPUHAANEXUT TenedoH,
4yTOObI €ro BepHyTb? ECin OTBET «HET», TO Balle feNCTBUE HeMb3A Ha3BaTb OTKPbITbIM.

e  bBbIy10 N1 Bawe fencreme YyecTHbIM? 3aecb BCe NpPocCTo. Bbl Hawnuv TenedoH. OH Bam He
NPUHAaZNeXuT, BNageney — APYron YyenoBekK, N He TaK BaXXHO, YTO Bbl €ro He 3HaeTe.
Ecnn Bbl octaBuTte TenedoH cebe, 310 OyaeT HeYECTHbIM fleNCTBUEM.

e bbino nu Bawe pgencresme npospayHbiM? DTO 3aBUCMT OT BaweWl peakumm Ha
BOCXMLEHNEe ApYy3en BawWmnm HOBbIM TenepoHOM. Eciv Bbl HE XOTUTE TOBOPUTD, KaK ero
NONYUYnNN, Baln [ENCTBUNA He ABMAIOTCA NPO3PaUYHbIMU.

e  bbino nn Bawe gencreve cnpaBegmBbiM? Kak MOXKHO CUMTATb NPpUCBanBaHME BeLWU, He
NpUHaanekalen sam, cnpaBeannBbiM? Bbl nnwmnnm 3aKkOHHOTO Bnajenbla ero BeLu.
CywecTtByeT MexaHM3M BO3BpaTa YTepAHHOW COOCTBEHHOCTW, M Bbl UM He
BOCMNO/Ib30BaNCh.

To, uTo NoKasanocb Xopolwen ngeen, Tenepb 6yaeT Bac NnpecnenoBatb!



However, what this argument ignores is that, while a policy of acting in your own interests
may seem to make sense and be sustainable for a short period, in our society the inevitable
outcome is likely to be at least social and at worst criminal sanctions.

In addition, the fact is that either of these outcomes, whether social or legal sanction, is
likely to overturn whatever economic justification there appeared to be for the unethical
behaviour.In other words, any apparent short-term advantage is likely to be a small fraction
of the inevitable long-term damage.

So what might you do when faced with a situation where doing the right thing may not be
immediately obvious? There is one simple question, with four key principles embedded
within it, that you should ask yourself:

Is what | am about to do, or are the actions that | am about to take, open, honest, transparent and fair?

To test this, let’s go back to the mobile phone example. Instead of handing in the phone to
the driver, you decide that you will keep it. How would your actions in keeping a valuable
phone, which you had found, not stolen, measure up to the test?

e Was your action open? Did you ask anyone on the bus if they had dropped their
phone, or look around to see if anyone was searching for it? Did you try and find out
who the phone belonged to and return it? If not, your action cannot be said to be
open.

e Was your action honest? This should be simple. You found the phone. It does not
belong to you; it belongs to someone else and the fact that you do not know whom is
irrelevant. Keeping it for yourself cannot be considered honest.

e Was your action transparent? This depends on your reaction to your friends admiring
your new phone. If you are reluctant to say how you came to have the phone your
actions are not transparent.

e  Wasyour action fair? How can you claim that keeping something that does not belong
to you is fair? You have deprived the rightful owner of their possession. There is a
mechanism for returning lost property and you haven’t used it.

What seemed like a good idea at the time should now be coming back to haunt you!



3. 9TukKa B cpepe npepocraByieHNA

dUVHaHCOBbIX yCnyr

Kak Mbl yNnomsAHynun B Hauyane rnaBbl, HA YeCTHOCTb NOAEN M CNOCOObl AeNCTBUA MpU
npepoctaBneHnn QGUHaHCOBbLIX ycnyr Obina OpoweHa TeHb HECKONbKUMW HegaBHUMMU
CKaHpanamu, Hanpumep, noatracoBkon JIMBOP (JloHQOHCKOW MeX6aHKOBCKOW Y4YeTHOW
CTaBKWN) N 4PYrMX MEXaHN3MOB YCTAaHOB/IEHVA NPOLEHTHOM CTaBKM NO BCEMY MUPY.

baHKM pOMKHbI NpepocTaBNATb ¢GakTuyeckme MNPOLEHTHble CTaBKW, KOTOpPbIE OHMU
onnaymBaloT WM NpeanosaralT OnMaaTUTb 3a UCNONb30BaHUE 3alMMOB ApPYrnx OaHKOB,
4yTOObl MOXXHO ObINO yCTaHaBNMBaTb pedpepeHTHble 0OOMeHHble CTaBKM (TakmMe Kak CTaBKa
NMMBOP). Kypc obmeHa He0bX0AMMO yCTaHaBIUBAaTb, MOCKOJIbKY OH ABNAETCA OPUEHTMPOM
ANA  YCTAHOBJIEHUA CTOMMOCTM MNPaBUTENbCTBEHHBIX W  KOPMNOPATUBHLIX Obnuraunn,
3aKnagHbIX, CTyAeHUYECKUX 3aMOB, KpeAUTHbIX KapT 1 gpyrux GMHAHCOBbLIX NPOAYKTOB (0
KOTOPbIX MONAET peyub ganee).

OfHako OOGHapyXunocb, YTO HeKoTOpble Tpengepbl, paboTawowme B 6aHKax, TakNX Kak
Barclays, Lloyds, UBS, Deutsche Bank, JPMorgan Chase, Bank of America n HSBC, 3aHumanuncb
MOLIEHHNYECTBOM, MOAHMMAA U OMYCKaa NPOLEeHTHbIe CTaBKMW, YTOObI MONYUYNTb Bbirogy oT
TOProBbIX Onepauuin UnM co3fgatb BrnevatneHne 6onee BbICOKOW KpeauToCnocobHOCTHU.
KoHeuHo, 3TO npuHecno npubbiib 6aHKaM KM OTAEeNbHbIM Tpeljepam, BOBNEYEHHbIM B
CKaHfan, ofHakKo pedepeHTHble CTaBKM WCMONb3YOTCA ANA pacyeToB PpUHAHCOBDLIX
NPOAYKTOB ANA Nntofen, 6epywnx NNOTeKy Ui CTygeHYecknin 3aem, NO3TOMY Takune Urpbl
MMeNN 3HauyuTeNbHble HeraTMBHble NOCNEeACTBUA AnA noTpebutenen n ¢PUHAHCOBLIX
PbIHKOB MO BCEMY MMpPY. B KOHeYHOM uTore, 3TO BLINMAOCH B MWINIMAPAbI [ONNAPOB
wWTpadoB, BbIMIAYEHHbIX OGaHKaMM-yYaCTHMKaMKM, a TaKKe TIOPEMHbIMW CpPOKaMu Ans
HEKOTOPbIX BUHOBHbIX.

B pe3ynbTaTe faHHOro NoaxoAa WHTEPEeChbl KINEHTOB CTafli BTOPMYHBIMU MO CPABHEHMIO C
NHTepecaMn 6AHKOB U OTAENbHbIX TPENAEPOB, YTO MOSTHOCTBIO NPOTUBOMOOXKHO TOMY, KaK
AONXHO ObITb. BaHKK 1 pr3nYecKne nuua, BOBNEYEHHbIE B CKaHAas, He Ben cebs OTKPbITO,
YeCTHO, MPO3pPaYHo 11 CNpaBea/INBO.



Ewe opgHom o06nacTtbio PUHAHCOBLIX YCNyr, KOTOpasA OCOOEHHO noABep)KeHa pPUCKY
HEe3TUYHOTO NOBEeAEeHUA, ABAAITCA nNpofaxu. NprnBedeHHble HUXe NpuMepbl HEMHOTIO
noapoObHee oNUCbIBAOT 3TUKY NpoAak B cpepe PUHAHCOBDLIX YCNYT.

Mpumep

KomnaHmna pa3paboTana npuemnembli NpoAyKT U AyMaeT O TOM, Kak npopjaTtb ero
Hamny4ywmnm obpas3om C yyeToM KOHKypeHL . KoMnaHuA pelaeT, YTo Hannyywunim cnocob
caenatb 3TO 3aK/1lO4YaeTcA B BblMnjiaTte TOpFOBOVI KOMUCCUIN 3a KaxXayro nNpoAaHHYIO
eAVIHNLY NPOAYKLUNN.

Cneywnanuctbl Mo npoAaxam nMNMoJiy4yalwT BO3HarpaxgeHme B 3aBUCMMOCTU  OT
npon3sBognNTEJSIbHOCTN. Yem 6onblue npoaa»<, Tém Bbllle BO3HarpaxgeHune.

MOHO CKa3aTb, UTO B TakOW CTPYKType HeT HMYEero Maoxoro, oHa MpPOCTO OTpaxaeT
NPMBbLIYHBIA CNOCOO BeeHNA KOMMepPYECKON AeATENbHOCTU BO BCEM MUPE, MPUMEHUMbIN
NPaKTUUYECKN K NTI0O6bIM KPYMHbIM U HE OY€Hb KPYMHbIM NOKYMKaM.



3. Ethics in Financial Services

As we mentioned at the beginning of this chapter, the integrity of people and practices in
financial services has been undermined by a number of recent scandals, one example of
which has been the rigging of LIBOR (the London Interbank Offered Rate) and other interest
rate setting mechanisms around the world.

Banks are supposed to submit the actual interest rates they are paying, or would expect to
pay, for borrowing from other banks so that benchmark exchange rates (such as the LIBOR
rate) can be set. Having a set exchange rate is necessary as it serves as a benchmark for
setting the price of government and corporate bonds, mortgages, student loans, credit
cards and other financial products (which will be covered later in this workbook).

However, it was discovered that some traders working at banks, such as Barclays, Lloyds,
UBS, Deutsche Bank, JPMorgan Chase, Bank of America and HSBC, had been falsely inflating
or deflating interest rates in order to profit from trades, or to give the impression they were
more creditworthy than they actually were. While this benefited banks and individual
traders involved in the scandal, benchmark exchange rates are used to calculate financial
products for people trying to obtain a mortgage or take out a student loan, and so had
significant negative effects on consumers and financial markets around the world. This
eventually resulted in billions of dollars of fines for the banks involved as well as jail
sentences for some of the guilty individuals.

The outcome of this approach was that the interests of the customer became secondary to
the interest of the banks and individual traders, which is the complete reverse of what the
relationship should be. The banks and those individuals involved in the scandal were not
behaving in a way that was open, honest, transparent or fair.

Another area of financial services which is particularly open to the risk of unethical
behaviour is sales. The examples below discuss the ethics of selling in financial services in a
little more depth.



Example

A company has designed an acceptable product and is trying to establish how best to sell
it in the face of competition. The company decides that the best means of doing this is to
pay a sales commission for each product sold.

The sales force is remunerated on the basis of performance. The more they sell, the more
they earn.

It can be argued that there is nothing wrong with such a structure, which simply reflects an
established method of doing business around the world and applies to almost any large or
even not so large items.



OpHako B coepe OMHAHCOBLIX YCNYyr CYWeCTBYOT NPUHUUNANANbHbIE OTAMYUNA, KOTOpPble
MOTYT NOBAMATb HAa OTHOLIEHNA NPOoAaBLa U KNNEHTa.

Hanpumep, ecnn Bbl NOKynaeTe MalMHY, Bbl MOXeETe pacCMOTpeTb ee, nonpoboBaTtb B
AENCTBUN 1 OUYEHb ObICTPO BbIACHUTDL, paboTaeT N1 OHa TakK, Kak 3TO peKnaMnpyeTca n Kak
Bbl OXuAaeTe >3Toro. Bbl Takke nonyyute rapaHTMO OT NPOU3BOAUTENA Ha HOBbIN
aBToMobunb. Taknm o6pa3om, Bbl MOXETe MNPUHATb pelleHne O noKynke, 6yayum B
3HaUYMTENbHON CTeneHN YBepeHHbIM B CBOEM pelleHUW, HECMOTPA Ha TO 4YTO 3HaeTe O
CUCTeMe BO3HarpakaeHnin B aBTOMOOMNbHOM OTPAc/iv, B paMKax KOTOPOW npogasel noyTu
HaBepHsAKa NoslyYnT KOMUCCUOHHOE BO3HarpaxgeHve c Bawemn NoKynku.

C donHaHCOBbIMKM NpoAYKTaMK Aeno o6CTOUT NHaye.

Mpumep

Bbl, KNMeHT, XOoTUTe PUHAHCOBO N03abOTUTLCA O Byayiem nyTem NnpnobpeTeHnsa NPoAyKTa
328 €eAVHOBPEMEHHYID CYMMY WM C MNOMOLWbI pAfa MnaTteXem Ha MNpPOTAXKEHUM
onpefeneHHoro cpoka. Bol Bugnute peknamHoe ob6bABneHne o GMHAHCOBOM MPOAYKTE,
KOTOPbIN BbIrNAAUT NPUBEKaTeNIbHO: OH obelaeT ro4oBy0 AOXOAHOCTb B 5% rogoBbiX
No CpaBHeHUO € 2% rooBbIX Ha cbepexeHuns, KoTopble Bbl NONyunTe B baHKe.

Bbl cBA3bIBaeTeCb C KOMNaHMEW, UMA KOTOPOW Ha CNyXy, XOTA paHee Bbl HE UMEeNN C HeW
pena. lNpopasewl NnpuxoauT K BaM 1 faeT oblime pas3bACHEHMA NO NPOAYKTY, B YaCTHOCTH,
bOoKycnpyacb Ha ero 4OXOAHOCTU. OHM OODBACHAIOT BamM MeXaHU3M, NPY MOMOLWUN KOTOPOTO
KOMMAaHMA NOBbIWAET Ball OX04 NO CPAaBHEHUIO C TEM, KOTOPbIN Bbl MOMK Obl MONYyYNTb
oT 6aHKa. Bbl He obnagaete AOCTaTOYHOW (PUMHAHCOBOWM TFPAMOTHOCTbIO M HE COBCEM
NOHMMaeTe, 0 YeM rOBOPUT Npojased,.

M 3pecb Bbl BCTynaeTe B 0651acTb, rge, 0cob6eHHo B chepe GMHAHCOBLIX YyCnyr, y npoaasua
€CTb BO3MOXHOCTb MPOAEMOHCTPUPOBATb JOANBHOCTb K 3TUYECKUM MPUHLUNAM W
NoBeAeHNI0 NN NPOUTHOPUPOBATb UX. KnneHT, nprnobpeTaownii GMHaAHCOBBLIN NPOAYKT,
nprnobpeTaeT HEUTO C JOXOAHOCTbIO, KOTOopaa byaeT onpeaeneHa B TeYEHNE HEKOTOPOTO
nepvofa BpemeHu. Mo3ToMy 3TUUYHbIA MNpoAaBel AOJIKEH OOBACHUTb BaM CTPYKTYpy
npeanaraemMoro NpoayKra Takum ob6pasom, Uto6bl Bbl 4ECTBUTENIBHO MOHMMaNM, YTO OH N3
ceba npeactaBnAeT M Yy KOro Bbl NoKynaeTe npoAaykT. MNpopaBey AonXeH 06BbACHUTb
dakTOopbI, ONpeaenaAmLMe Npeaiaraembln YpoBEHb JOXOLHOCTM, N CKa3aTb, ABNAETCA 1N OH
baKTMUECKUM NNY OXNAAEMbIM YPOBHEM, KOTOPbI 3aBUCUT OT onpeaeneHHbliXx GakTopos,



HEeMOAKOHTPOJNbHbIX co3faTento npopaykta. OH Takke [O/KEH CoobOWMUTb BaMm, Kakoe
BO3HarpaxaeHve nofyynT B C/lyyae, eCiv Bbl KynuTe NpoayKT.

Adpyrumn cnoBamu, 3TUYHbIN NpoOAaBel M3NOXWUT BaM Bce ¢aKkTbl, Heobxoaumble AnA
NPUHATUA B3BELWEHHOTO peleHusn. NMpoaasey 6yaeT OTKPbITbIM, Y€CTHbIM, NPO3PaYHbIM
cnpaBe/IBbIM.

M Hao60pOT, HEITUYUHDBIN NpoJaBeL, MOXKeET ybexxaaTb BaC Taknmu ppasamu, Kak «kKpome Bac,
HUKTO 06 3TOM He cnpalwmBan», UM «He BOJIHYWTeCb, A He 6yany npopaBaTb NPOAYKT,
KOTOPOMY He [OBEepA», WIN «A 3TOr0 TOXe He MOHMMAl, HO 3TUM Yy Hac 3aHMMaloTCA
cynepcneumnanuctbl». nm oHWM MOryT CKasaTb, YTO KONMYECTBO OrPAHNUYEHO M BaM HY>KHO
MPUHATb peLleHne 0 TOM, XOTUTE NN Bbl BOCMOJIb30BaTbCA NPOAYKTOM.

MpopaBel MoXeT ybexaaTb M 3aBepATb BAC BEXIUBLIMW COBaMU, KOTOPble HUYEro He
3HauaT, U CTUMYNTMPOBATb BaC K NPUHATUIO pelleHnA 6e3 focTaTOUHbIX pakToB. NogymainTe,
ABNAETCA I OH OTKPbITbIM, YeCTHbIM, NPO3payHbIM 1 cnpaBegMBbiM? OUeBNOHO, HET.



But there are fundamental differences in the financial services industry which particularly
may affect the relationship between the salesperson and the customer.

For example, if you buy a car, you can see it, you can try it out and you will discover very
quickly whether it performs in the manner advertised and which you expect. You will also
be provided, in the case of a new car, with a warranty from the manufacturer. You can thus
make your decision to buy with considerable confidence, despite knowing that the reward
system in the motor industry means that the salesperson will almost certainly receive a
commission as a result of your purchase.

Contrast this with an imaginary financial product:

Example

You, the customer, wish to make financial provision for the future, either by buying a
product for a lump sum, or via a stream of payments over a period. You see an
advertisement for a financial product which seems attractive: it promises a return of 5%
perannum, compared with the 2% per annum which your savings will receive in the bank.

You contact the company, which has a well-known name, although you have had no
previous dealings with them. A salesperson comes to see you and explains the productin
general terms, focusing particularly on the return offered by the product. They explain to
you the mechanism by which the company improves the return to you, over and above
what you would receive from your bank. You are not financially aware and do not really
understand what the salesperson is saying.

You are now entering the area where, particularly in the financial services industry, the
greatest opportunity arises for the salesperson either to display adherence to ethical values
and behaviours or to ignore them. The customer who buys a financial product is buying
something whose performance is likely to be determined over a period of time. The ethical
salesperson will take you through the structure of the product offered in such a manner
that you may be reasonably sure that you understand what it is and from whom you are
buying. They will explain the factors which determine the rate of return that is offered, and
tell you whether that is an actual rate or an anticipated rate which is dependent upon
certain other things happening, over which the product originator may have no control.
They will also tell you what they are being paid if you buy the product.



In other words the ethical salesperson will give you all the facts that you need to make an
informed decision as to whether you wish to invest. They will be open, honest, transparent
and fair.

Conversely, an unethical salesperson may seek to convince you with phrases such as ‘no-
one else has asked me about that’, or ‘don’t worry, | wouldn’t sell a product that | didn’t
have confidence in’, or 'no, | don’t understand it either, but we have rocket scientists to
design these things’. Or they may suggest that this is a limited opportunity and you need to
decide now if you wish to take advantage ofit.

The salesperson might reassure and convince you with bland words that actually convey
nothing, and you will be encouraged to make a decision without sufficient facts. Consider
whether they are being open, honest, transparent and fair? Fairly obviously not.



JleMoHCTpUpyeT N1 NpoaaBel 3TUYecKme LeHHOCTU, KayecTBa 1 noBegeHne?

OnATb-TaKku, ACHO, YTO 3TO HE Tak.

YnpakHeHve 1

@ * £hics




MoaymanTe C y4eTOM NPOUYNTAHHOTO, Kak Obl Bbl MPVMEHWIN YeTblipe NPUHLMNA K:

e CUTYyauuUwn goOMa UAK B JINYHOW XM3HN
®  CUTyauum Ha paboTte
e cuTyauun, onncoisaemon 8 CMU.

B AaHHBIN MOMEHT y BacC AONXHA 6blTb BO3MOXHOCTb CAeNaTb 3aKnloyeHne O TOM, YTO
ABNAETCHA NPaBUJIbHbIM Y STUYHbBIM Ha OCHOBAHUN PACCMOTPEHHbIX MPUHLUMOB.

YnpaxHeHue 2

FLNICS




l‘|eTpre Knwo4yeBbiX nNpuHUWMna v Te€CTbl ANA OUEHKW TOro, ABNAAETCA JIM noBedeHune
3TUYHbIM, OCHOBAHbl Ha OLEeHKe TOro, ObIIN K npeanpuHATbIE [J'eVICTBI/Iﬂ OTKPbITbIMWU,
YECTHbIMUW, MPO3PaYHbIM N KAKNMW eu_q,e?

a. CnpaBeanuebiMu

b. C6anaHcMpoBaHHbIMU
C. 3aKOHHbIMM

d. be3BpeaHbIMK

(BblﬂCHl/lTb OTBEB




Is the salesperson displaying ethical values, qualities and behaviours?

Again, itis clear that they are not.

Exercise 1
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Consider what you have just read and think how you could apply the four principles to:

e asituation athome orin your private life
e asituation at work
e asituation reported in the media.

You should now be able to rationalise what is the right and ethical thing to do by using
the principles.

Exercise 2




The four key principles and tests to assess whether or not ethical behaviour is ethical
revolve around whether or not behaviour is ethical revolve around whether the action
taken was open, honest, transparent and which of the following?

Fair
Balanced
Legal
Harmless

o nNn oo

@eveal answea




naBa BTOpasn

C6epexxeHne N npepocTaB/ieHNEe 3aeMHbIX
cpeacTs

1. BBegeHue

2. KTo Takme BKNaguvkm 1 3aemwmkKmn?
3. PucKk n Bo3HarpaxpeHue

4. PblHKM LLeHHbIX 6ymar n o6naurauumn
5. CtpaxoBaHue

6. BanioTHble onepauyun

STomy pasgeny nporpammbl Kypca Ha 3K3ameHe 6yaeT nocBsweH npub6nusutenbHo 4 n3 30 3K3aMeHaLMOHHbIX

BOMpoOCOB.




Chapter Two

Saving and Borrowing

1. Introduction

2. Who are the Savers and Borrowers?
3. Risk and Reward

4. Equity and Bond Markets
5.Insurance

6. Foreign Exchange

This syllabus area will provide approximately 4 of the 30 examination questions







% C6epexeHne n npefocTaBneHmne
3aeMHbIX CpeACTB

1. BBepeHue

Llenb o6yueHns

2.1.1 MonyuynTb NpepctaBneHmne o chepe PUHAHCOBLIX YCNYT, KaK O MoLWagKe,
CBOAALWEN NUL, UMeLWKnX N36bITOYHbIE CPeACTBa, (BKMaagunKu) C nnuamu,
HY>X[aI0LWMMNCA B AieHbrax (3aeMwmnkun), nocpeacTsomM: 6aHKOB (4eno3unTbl, 3alMbl),
cob6cTBEHHOTO KanuTana (aonesoe yyactue) n obnuraynii (AonroBble pacnmncku)

NaBanTte He 6ypeT ceb6Aa ob6MaHbIBaTb. bonbWMHCTBY M3 Hac chpepa GUMHAHCOBLIX YCnyr
KaXkeTcAa AOBOJIbHO CNIOXKHON. [MoueMy Tak npoucxoant? Bo-nepBbix, N3-3a MCNONb30BaHMSA
TeXHMYECKOro XaproHa: obnurauun, akumu, GoHAbl, NPOLEHTHbIE CTaBKK, TEMMbl MHGAALUN
N MHOXeCTBO APYrMx TepMUHOB. [laHHOe yuyebHoe nocobue pasbACHUT OGONbLIMHCTBO
CNIOXHbIX MOMEHTOB 1 NO3BOJIUT BaM YBEpPEHHO pa3bupatbca B PMHAHCOBbLIX BOMpoOcax. Bol
CMOXKeTe 3afjaBaTb OCMbIC/IEHHbIE W YMECTHble BOMPOCHl, @ TaKXe MOHMMaTb, YTO BaM
OTBEYaloT.






% Saving and Borrowing

1. Introduction

Learning Objective

2.1.1 Know how the financial services industry can be viewed as linking those with
surplus money (savers) and those with a need for money (borrowers) in the
following ways: via banks (deposits, loans); via equities (ownership stake); via
bonds ('l owe you’s)

Let’s not fool ourselves. The financial services industry looks pretty complicated to most of
us. Why is this? Well, it’s primarily because of the technical jargon that is used to explain
things: bonds, shares, funds, interest rates and inflation rates are just some of the many
examples. This workbook will unravel most of the complexity and you will emerge with
sufficient understanding to deal confidently with financial matters. You will have the ability
to ask relevant and sensible questions and be able to properly comprehend the answers.



Mcnonb3oBaTb NOflyyeHHble 3HAHUA MOXHO MO-pa3HOMY. BO3MOXHO, Bbl MPOCTO cO3faHbl
ana paboTbl B ¢dMHaHCOBOM chepe. BO3MOXKHO, Bbl MPOCTO CMOXeTe nyyle YnpaBnATb
CBOUMU UHAHCOBBLIMK Aenamu (Mnu aenatb 3To AnA Bcell cembu). Mbl Hageemcs, YTo
AAHHbIN 06yyaloLWmn KypC NPUroanTca Bam Kak B NepBOM, Tak 1 BO BTOPOM Cilyyae.

AnAa Hayana paBalTe MNOMbITaEMCA MaAKCMMaNbHO TMPOCTO oOnucaTb MUP GUHAHCOB.
MNpeacraBuM, UYTO 3TO NUWb MOCT MeXAy ABYMA rpynnaMmn NiOL4eN, OAHMX Mbl Ha30BEM
«BKMagunkamm», a Apyrux — «3aemuwmkamn». BKknagumkm — cyactnuBble nOAW, Y HUX
6onblie feHer, yeM UM TpebyeTcsa B JAHHbIM MOMEHT, TaK YTO OHW XOTAT YTO-HMOYAb caenatb
C U3NIULWHNMUN CPeaCcTBaMun, YTOObI ele 6oNblue NPEYMHOXNTb UX.

TakmMmu BKNagumMkamMm MOTYT ObiTb OTAesNbHble oM, KOMMAaHUW UKW roCypapcTBa, a Y
HEeKOTOPbIX N3 HUX N3NNLIHUX CPEeACTB ropasfao 6onble, yemy apyrux. B mmpe ¢puHaHcoBbIX
YyCNyr OTAeNbHbIX Nuu, obnaganwmnx cywecTBeHHbIMA CYMMaMn N306bITOYHbIX CPEACTB, Kak
NpPaBunIo, Ha3blBalT «PU3NYECKNMN NNLAMK C KPYMHBIM YNCTbIM KanuTanom». Hekotopble
KOMMAHMUWN TakKe nmeloT 6onbwime obbembl cBOOOAHBIX AeHEXHbIX CpencTB. Hanpumep, y
KomnaHun Apple Ha KoHel, 2016 roga Ha 6aHKOBCKMX cYeTax CKONMNOCb nopsagka 16,4 mnpa
ponn. CLWWA.




3aeMWnKamMn, Kak M BKIaguyMKamu, TakxKe MOryT ObITb oTaenbHble NKnuUda, KOMMNaHUUN WU
rocygapcrBa.




B KauecTBe Nprumepa 3aemMuimka MOXKHO NpueecTn Hebonbwon crapran CareerComic, 6onee
noAgpo6bHO O KOTOPOM paccKa3blBaeTca ganee.

Mpumep

Y OBYX MONOAbIX BbIMYCKHUKOB KOJed)Ka eCTb BenukonenHaa naeda. OHM CYMTaloT, uTo
Apyrue BbINYCKHUKK Y4yebOHbIX 3aBefeHWin 6binv 6bl pagbl NOAyunTb goctyn K 6ase
AOCTYMHbIX BaKaHCUI, KOTOpble OTOOpa)alTCA 3aHATHbIM, MPOCTbIM W MOHATHLIM
cnocobom. OHM XOTAT CO3AaTb KOMUKC, oTOOpaxawwnin paboumn geHb npeacraBuTens
kaxkgon npopeccun — CareerComic

OHu ob6cykgann cBom nnaHbl oTHocuTenbHo CareerComic € pasHbIMK NIOAbMU U B UTOTe
Halwenca 4YeyroBeK — WHBECTOp — B MNpuHUMNEe TrOTOBbIA NPefoCTaBUTb UM
onpepesieHHy0 CyMMy A5 CO3[aHMA BbICOKOKaYeCTBEHHOro obpasua Takoro Kommkca. B
0OMeH Ha CBOIO MHBECTULMIO MHBECTOpP nonyunTt 50% pgonen B 6usHece. OH HageeTcA, UTo
6usHec bygeT pacTu 1 OfHa)KAbl CTAHET CTONTb OUYEHb MHOTO AEeHer.




This could help you in a variety of ways. Perhaps a job in finance is right for you. Perhaps you
simply need to be able to manage your own, or your family’s, financial affairs better.
Hopefully, this course of study will help you do either, or both!

To start with, let’s try to portray the world of finance as simply as we can. Let’s think of it as
the link between two groups - we will call one of them the ‘savers’ and the other the
‘borrowers’. The savers are fortunate — they have more money than they need right now -
so they want to do something with their surplus money that will hopefully see it grow.

These savers could be individuals, companies or governments, and some of them have a lot
more surplus money than others. The financial services world tends to refer to individuals
with substantial amounts of surplus money as ‘high net worth individuals’ (HNWIs). Some
companies also have a lot of spare cash, for example Apple had around $16.4 billion in its
bank accounts at the end of 2016.

O



Like savers, the borrowers can also be individuals, companies and governments.




An example of a borrower might be the small start-up idea, CareerComic, as detailed below.

Example

Two young college graduates have a great idea. They think that other college graduates
and schoolkids would love to have access to a database of available careers that is
portrayed in a fun, simple and understandable way. They want to pull together a comic
strip of a day in the life of each career - CareerComic.

They have talked to people about their plans for CareerComic and they have potentially
found someone - an investor - who will provide them with some money to produce a
high-quality example of how the comic will look. In return for their investment, the
investor will be given a 50% share of the business — they are hoping the business might
grow and be worth a lot of money one day.




MMeHHO ¢UHAHCOBbIE PbIHKM CBOAAT BKNAaAuMKOB M 3aeMWMKOB. [N 3TOoro ectb Tpwu
OCHOBHbIX criocoba: nocpeacTBOM 6aHKOB, COBCTBEHHOro Kanutana 1 obnurayunin. Kaxabin
N3 3TNX CNOoCco6OB 6yaeT pacCCMOTPEH B OAHOM 13 cieaylowmx naparpados.
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( 1.1 Ponb 6aHKOB )‘

TpaguuMoHHO 6aHKM CBOAAT BKMAAUYMKOB U 33aeMLMUKOB, nofyyada npubbiib OT pasHULb
MeXZY CYMMOW, KOTOPYK OHW MNaTAT BKMaguumkam, U CYMMOW, KOTOPYI OHW B3MMAIOT C

3aeMLLNKOB.

Bknagunku penoHMpylOT CBOU M3NWLWHKME cpeacTBa B O6aHKe, MO HUM 6aHK roToB MAaTUTb
NpoueHTbl, CKaxem, 5% B rop. 3atem pasmelleHHble cpeacTBa 6aHK pAaeT B3aliMmbl
3aeMLymrKam, B3nMas Cc H1X, Hanpumep, 8% B rof 3a nosib3oBaHMe 3STUMU CpeacTBaMn. Taknm
obpa3om, ecnm B COBOKYMHOCTM 6aHK npuenekaer 100 mMnH ¢QyHTOB CTEpPAMHroB Ha
[eno3unTbl, OH AO/KeH OyaeT nnatutb 5 mnH ¢yHTOB NpoueHToB B rof (5% x 100 mnH
¢yHTOB). ECcnn 6aHKy ypaetca BbigaTb 3aimbl Ha Bce 100 MAH GYHTOB CTEpPSIMHIOB, OH
nonyyaet 8 MnH ¢yHTOB NpoueHToB B rof (8% x 100 mnH ¢yHTOB). [Nonyyaa 8 maH yHTOB 1
BbiMiaunBaa nuwb 5 mnH GyHTOB, 6aHK obecneunBaet cebe nanmwek B 3 MIH GPyHTOB. ITO
He npubblnb, a M3NUWeEK, M3 KOTOPOro HeoOXOAMMO BblYeCTb pasnnyHble 3aTpaThbl,
Hanpumep, 3apnnaty nNepcoHana, apeHaHyto nnaty 3a opuc n Hanoru. Nocne BblueTa BCex
3TMX 3aTpaT oCTaeTcAa Npubbib.

BaHKN
Bbinnata 5 [MonyuyeHue 8
MJIH GpyHTOB MJIH QYHTOB
npoueHTolj NPOLEeHTOB
[denoHnpoBaHo 3aMMCTBOBAHO

100 mnH ¢yHTOB 100 MnH dpyHTOB



It is the financial markets that provide the link between savers and borrowers. The link
between the two is provided in three main ways — by the banks, by equity and by bonds -
each of which is explained in the following paragraphs.




( 1.1 The Role of Banks )‘

Traditionally, banks have provided a convenient link between savers and borrowers,
making a profit on the difference between what they pay savers and what they charge
borrowers.

The savers deposit their surplus money at the bank, for which the bank is willing to pay
interest — say, 5% per annum. The bank will then lend the deposited money on to
borrowers, perhaps charging them 8% per annum interest on the loans. So, if a bank
attracted a combined £100 million in deposits, it would need to pay £5 million interest for
the year (5% x £100 million). If the bank managed to lend the £100 million, it would receive
£8 million interest for the year (8% x £100 million). By receiving interest of £8 million and
paying interest of only £5 million, the bank is generating a £3 million surplus. This is not
profit, but a surplus from which its various costs need to be paid, such as staff wages, office
rental payments and taxes. What is left after deducting these costs is profit.
Banks

Pay £5m Receive
interest £8m
interest
o : o

Deposited Borrowed
£100m £100m




C 1.2 Co6¢cTBEeHHbIN KanuTan )‘

Ecnn KomnaHua XxouyeT npuBieyb CPeAcTBa, ajibTepHAaTMBOM 3anMmy Yy OaHKa ABnAeTcA
npodaa cobcTBeHHOro Kanutana kKomnaHun. CoOOCTBEHHbIN KannTan TakXe Ha3blBaeTcA
aKUMAMM  UNN  aKLUMOHEPHbIM KanuTanoM W npeActaBnAaeT npaBo COOBCTBEHHOCTM.
[epxaTenu akuuim KOMMNaHMK BrageloT >3TONM KomnaHuen. Tak u4To, ecnu OusHec
OpraHm3oBaH B opme KOMMaHNM, OHa MOXKEeT NpuBeKaTb CpeAcTBa, NPOAaBan CBOU aKkL UM,
NWMeHHO 3TO M npou3owno B npuBeaeHHOM paHee npumepe ¢ CareerComic — cpeacrtBa
ObINM NpUBNEYEHbl NyTEM NPoAaxu [0NK yyacTna B busHece.

B yeM OCHOBHas pasHULa Mexay
COOCTBEHHbIM KanuTtanom u
3aMMCTBOBaHMEM?




Mouyemy COOCTBEHHbIN KanuTan MOXKeT O6biTb 6onee npeanoyYTUTENbHbIM BapMaHTOM, YEM
3ammMmcTBoBaHMe? Mexay AByMA 3TUMK cnocobammn npuBeyeHna CpeacTB eCcTb Lenbln pag
pasNnMuunin, KOTopbi 6yaeT pacCMOTpPeH No3aHee B 4AHHOW rNaBe Ha NpUMepe BCe TOTO e
CareerComic. loka B KauyecTBe OCHOBHbIX OT/JIMUYUN MOXKHO Ha3BaTb Heob6XOAMMOCTb
NNatTuUTb MPOLEHTbl MO 3aMMy W BO3BpawaTb 3aeMHble cpeactBa. [lo cobcTBeHHOMY
Kanutany NpoLeHTbl He NaTATCA M BO3BpaLlaTb ero He Hajo.

C nomoLblo Npoaaxn co6CTBEHHOTO KanuTana CpeAcTBa NPUBJIEKAKOT He TONIbKO CTapTanbl,
KPYMNHble KOMMaHUWM nepuoanyeckun npopgatT bonbwme ob6bembl CBOMX akUMW B Xxopfe
nepBuyHoro nyonnyHoro pasmeweHua (IPO). Xopownm npnmepom ABnAeTCA MacwTabHoe
IPO kutainckoro ruraHta Alibaba, cneunanusmpyloweroca B 0651acT 31€KTPOHHOMN
KOMMEpPL NN, KOTOPOE COCTOANOCH B ceHTAGpe 2014 ropa.

Mpumep
IPO Alibaba

Alibaba npogan 368 munnunoHoB akuun no 68 ponn. CLUA kaxpgana B ceHTA6pe 2014 roaa, B
ntore nonyums cebiwe 25 mnpg gonn. CWWA (8 mnpg ponn. CLUA n3 koTopbix Obinu
Kanutanom 1A KOMMNAHWW) U NO3BOJINB HEKOTOPbIM M3 CBOUX MNEPBbIX WHBECTOPOB
npogaTtb CBOU akLUWM CO 3HauYUTenbHOM NMpubbiNblo. OQHUM M3 CaMbiX KPYMHbIX NepPBbIX
NHBeCTOpOoB 6bina KomnaHmA Yahoo, koTopaa npoaana B xoae IPO akuun Ha 10,2 mnpa
ponn. CLWA.

KomnaHusa BbinycKaeT akymm

L Co6cTBeHHbIN
o Kanutan
\ s /

MHBECTOpr NMNoKRYMNakoT akUyni




C 1.2 Equity Dl

For businesses looking to raise money, an alternative to borrowing from banks is for the
business to sell equity. Equity is alternatively referred to as shares or stock and it represents
ownership. The holders of the equity in a company own that company. So, if a business is
set up as a company, it can raise money by selling shares. This is exactly what happened in
the earlier CareerComic example - finance was raised by selling an equity stake in the

business.

What is the essential
difference between equity
and borrowing?




So why might equity be preferred as a source of finance to borrowing? There are a number
of differences between the two that will need to be considered and which will be explored
a little later in the chapter with a further look at CareerComic. For the moment, perhaps the
key differences are that interest needs to be paid on borrowing, and the money borrowed
has to be repaid. There is no interest paid on equity and equity does not need to be repaid.

It is not only start-ups that raise money by selling equity - big companies occasionally sell
large quantities of equity in initial public offerings (IPOs). A good example is the massive IPO
of Chinese e-commerce giant Alibaba in September 2014.

Example

The Alibaba IPO

Alibaba sold 368 million shares at $68 per share in September 2014, raising just over $25
billion in total ($8 billion of which was capital for the company), and allowing some earlier
investors to sell their shares at a substantial profit. The most significant earlier investor was
Yahoo, which sold shares in the IPO for a total of $10.2 billion.

Company issues shares

'if)ﬁr .
\

g izt

Investors buy the shares




C 1.3 O6aurayun )‘

TpeTbMM OCHOBHbIM CNOCOO6OM CBefeHUA BKMNAAUYMKOB W 3aeMWMKOB Ha (PpUHAHCOBBIX
PblHKaX ABNAETCA BbINYCK 3aeMIMKAMW [ONIFOBbIX PACNMCOK, OObIYHO Ha3blBaeMbIX
obnuraymnamm. Takme JONTroBble PAacNUCKK BblAAOTCA HANPAMYO MHBECTOpPaM, MUHYA 6aHKMN.
Kak u B cnyyae ¢ 6aHKOBCKMM 3aliMOM, MPUBJIeYEHME CPeACTB C MOMOLLbIO BblMycKa
obnuraynm — 370 ¢opma 3aMMCTBOBaHMA, B pPaMKax KOTOPOro 3aemMwmk Oyper
BbIMauMBaTb NPOLEHT 1 AOJIKEH OyAeT BEPHYTb OCHOBHYIO CyMMY.

Ecnn 3aemwnk xouet npusneyb 100 MaH PyHTOB, OH MOXKeET pasfennTb 3Ty CYMMYy Ha OL4UH
MUIMOH [ONTOBbIX PpacnMcok HoMuHanomM 100 ¢pyHTOB Kaxpana, KoTopble OyayT Ha3blBaTbCA
obnuraymammn. 3aemMwmnKk MoOXKeT OblTb rOTOB BEPHYTb AepkaTenam obnurayum mx 100
byHTOB uepe3 pecATb NeT W eXerogHo BbiNjayMBaTb B TeyeHWe 3STOro Cpoka
onpepeneHHble NpoueHTbl. B AaHHOM Nnpumepe Mbl Npeanonaraem, YTo KOMMAHUA nNnatut
exerogHo 7%.

NHBecTopbI KomnaHus
nokynatot BbIMyCKaeT
obnuraymm obnuraymn

£ &— O6nuraumm <—

Hanpumep:
[HonroBble pacnncku
HoMUHanom 100 ¢pyHTOB
MorawatoTca yepes 10 net
EXerofHo BbinnaunsaoTca
npoueHTbl Ha ypoBHe 7%

\E_’////



YnpaxHeHue 1. DuHaHCcOBbIN BbI6OP




HanomHum, yto CareerComic ABnseTcA naeen ABYX MONOAbIX BbIMYCKHUKOB KOMneaxa.
OHWM CYMTAIOT, UTO ApPYrue BbINYCKHMKM yUyeOHbIX 3aBedeHUin 6binn 6bl pagbl NOAYyUYMUTb
AOCTYN K 6a3e JOCTYMNHbIX BakaHCUI, MMeOLWNX BUA KOMUKCA, oTobparkatolero pabounn
AeHb NpeacTaBuTena Kaxgon npodeccnun. OgHako nm Tpebyetca dMHAHCMPOBaHMeE AN
CO3[aHM1A BbICOKOKAUYeCTBEHHOIO 06pasLa TaKoro KoOMMKCa.

Y bu3Heca Hanop,o6me CareerComic ecTb ABa BO3MOXHbIX NCTOYHMKA d)I/IHaHCVIpOBaHI/IFI —
B3ATb CpeAcCTBa B3alMbl UK npmeneyb cpencrBa NnyTemMm nponaku aKUNN.

[MonpobynTe 3anNOoNHUTL Crefyowyo Tabnuyy, YTOoObl CPAaBHUTHL ABA 3TUX UCTOYHMKA U
NoKasaTb, 4YTO WMEHHO Morno nofTonkHyTb CareerComic BbiOpaTb BapuaHT C
COOCTBEHHbBIM KanuTanom.



C 173 Bonds D

The third major way that savers and borrowers are linked in the financial markets is where
the borrowers issue IOUs (IOU = ‘I owe you’), typically called bonds. These IOUs are issued
directly to the investors, missing out the banks. Like a loan from a bank, borrowing money

by issuing bonds is another form of debt on which the borrower will pay interest and which
needs to be repaid.

If a borrower wants to raise £100 million, it could subdivide the amount into one million
IOUs, each representing £100 - these are called bonds. The borrower might agree to pay
the holders of the bonds their £100 back in ten years, and until that point agree to pay
them a rate of interest each year. In this example, we are assuming the company pays
interest to the borrower of 7% each year.

Investors Company
buy the issues

bonds bonds
£ — Bonds <¢—
o For example:

IOU £100
To be repaid in 10 years
Paying interest at 7%
each year

g —




Exercise 1 - Financing Choices




Remember CareerComicis the idea of two young college graduates. They think that other
college graduates and schoolchildren would love to have access to a database of available
careers in the form of a comic strip of a day in the life of each career. However, they need
to raise some finance to produce a high-quality example of how the comic will look.

Businesses like CareerComic have two potential sources of finance - either borrowing the
money or raising equity by selling shares.

Try to complete the following table to highlight how the two sources compare and what
may have driven CareerComic to choose equity.



PaccmoTtpeHune 3avmcTBOBaHME N

coO6CTBeHHbI Kanutan?

Kakon 13 BapmaHTOB JOpoXe (C TOUKN 3peHU
eXerogHblx AeHeXHbIX 3aTpar)?

B Kakom 13 BapraHTOB CPeACTBa HY>KHO OyaeT
BEepPHYTb paHbLue?

Kako 13 BapnaHTOB C 60Nbllen BEPOATHOCTbIO
OyaeT AOCTYNEeH HauMHaLwWen KomnaHnm?

Kakown n3 BapuaHTOB BbIrnaguT bonee
PUCKOBAHHbIM ANA MHBecTopa?

Kakon n3 BapmaHToB umeeT 60/bni NoTeHLMan
pOCTa 414 MHBECTopa?

(BblilCHl/lTb OTBe'D

YunTbiBasa BblwecCKasaHHOe, NoHMMaeTe nn Bbl, noyemy CareerComic BbiOpan BapuaHT C
npuBeYeHNEeM CPeaCcTB yepe3 COOCTBEHHbIN KanuTan?

2. KTo Takne BKnaguvkv  3aemwjmnkun?

Llenb o6yueHns

2.1.2 Y3HaTb, UTO B UMCJIO 3a€MLLMKOB BXOAAT KOMMAHUW N rOCyaapcTBa 1 UTO
rocyfapcTBa BblMyCKalT He akuuu, a obnurayum




Mbl y>Xe BUAENU, YTO B ymncie BKNAAUYMKOB MHOFo GU3NUYECKUX NUL, MW KOMMAHUNA, y
KOTOpPbIX €CTb M30bITOUHbIE CPeACTBa, He Tpebyowmeca UM B flAHHbIN MOMEHT. [To3ToMy OHU
6yayT WHBECTUPOBATb 3TU CPeAcTBa, Hanpumep, AeNOHUpPYsa ux B GaHKe unnM nokynas
obnuraynm nnm akyuu.

lNMoKa Mbl paccMaTpPMBaNyM B KAYeCTBE 3aeMLLMKOB ILLIb KOMMNAaHUK, CTPEMALNECS NPUBNEYDb
cpencTBa, utob6bl 3aHATbCA OGu3Hecom (Hanpumep, CareerComic) MM pacWNpPUTb yxe
cywecTByrowmun 6msHec (Hanpumep, Alibaba). OgHako cpepcTtBa 3aHMMalOT He TOJIbKO
KOMMaHMU. Mbl 3HaeM, UTO Y MHOTUX NtoAen HEeT U3NULWHUX CPeAcTB, HA06OpPOT, UM He
XBaTaeT AgeHer, 0COOeHHO KOorga Hy)XHO nNpuobpectn YTO-TO JOpPOrocTosulee, Hanpumep,
ObITOBYIO TEXHUKY (CTUPaNbHble MalUMHbI, TENEBU30PbI U XONOANNBHUKN) UTN LEeNbl JOM.
OueBUAHO, YTO TakMe nAUM MOryT ObiTb 3aeMwWMUKaMy, KOrga OHM obpaualTca 3a
KpeguTamMn Ha nofoOHble MOKYMKW. 3aiMbl Ha MOKYMKY AOMa Ha3blBAlOTCA MMNOTEYHbIMM

»

KpeantamMmn.

NMPOOAHO




Consideration Borrowing or

Equity?

Which one is more expensive (in terms of annual cash
costs)?

Which one is likely to need to be repaid earlier?

Which one is more likely to be available for a start-up
company?

Which one is likely to be the more risky for the finance
provider?

Which one is likely to have the largest potential ‘upside’
for the finance provider?

@eveal answea

Based on the above, can you understand why CareerComic chose to raise finance through
equity?

2. Who are the Savers and Borrowers?

Learning Objective

2.1.2 Know that borrowers include companies and governments and that governments
issue bonds rather than equities




We have already seen that many savers are individuals or firms with surplus money that
they do not need right now. They will invest this money instead, perhaps by depositing it in
a bank, or by buying bonds or equities.

The borrowers we have so far encountered are companies that are looking for finance
either to start up (like CareerComic) or to grow from an already established base (like
Alibaba). However, it is not only companies that borrow. We know that many individuals do
not have surplus money, and instead have a shortage of money, particularly when it comes
to financing high-cost items such as household items (washing machines, televisions and
fridges) or a house itself. Clearly, such individuals can be borrowers when they take out
loans to make such purchases.Loans to buy homes are known as mortgages.

»




Kak 6ygeT nokasaHo B rnase 3, y Gnsnyecknx nuL, ecTb pasHble BO3MOXKHOCTM AJ1A 3aMMma
AeHer.lHorga feHbrn 3aMmMCcTBYIOTCA ONA KOHKPETHOW Lenn, Hanpumep, UMoTeuHbIn Kpegnt
ANA NOKYNKU KUNbA UKW CCyAa Ha MOKYMNKYy aBTomMobuna. B gpyrnx cnyyasax geHbru moryT
3aMMCTBOBATbCA ANA MNOKYMKM ObITOBOM TEXHUKWU, HaNpuUMep, LWNPOKOIKPAHHOIO
TeneBn3opa Uin CTUpanbHOM MalMHbl. Takue 3aiMbl YaCTO Ha3biBalOTCA NOTPeOUTENbCKUMI
Kpeautamu. Kpome 1010, ogHM GopMbl 3aMMCTBOBaAHU MOryT TpeboBaTb 6onee paHHero
noraweHus, a gpyrne — 6onee nosgHero.

Xopowunm npumepom siBnseTca 6aHKOBCKUI oBepapadT, npeactasnawwmnin cobon popmy
3aMMa, Mo KOTopomy OaHK MoXKeT TpeboBaTb HeEMeaSIeHHOTro noraweHua. nAa cpaBHeHUA:
CTaHAAPTHbIN NNOTEYHbIN KpegnuT MOXeT norawaTtbcA B TeyeHune 25 nnu 30 ner.

OpHoM 0COBEHHO Ba)HOW TPynnon 3aeMWMKOB, KOTOPYIO Mbl elje He paccMaTpuBanu,
ABNATCA rocygapcrtBa. MHorme rocypapcTBa eXerogHo cobupaloT 3HauyuTesibHble
LAEHeXHble CyMMbl, o6naraa Hanoramm CBoe HaceneHue,  TPATAT UX HA Pa3NNUHbIe HYXAbl,
Hanpumep, goporu, 6onbHMLblI, 060POHY, 06pa3oBaHMeE 1 3apnIaTbl FOCCIYXaLLUX.

B HekOTOpbIX Cny4yaax rocygapCTBEHHble pacxofbl MPEBbLIWAT [OXO0Abl FocygapcTBa.
PasHMLYy NpuUXoAnTCA KakMM-TO o6pa3om MHaAHCMpPOBATb U, Kak MpPaBuo, Ccpeactsa Ans
3TOro 3aMMCTBYIOTCA.

OpHaKoO rocygapcTBEHHble 3aMMCTBOBAHMA MNPOM3BOAATCA OObIYHO He Yy 0OaHKOB, a Yy
dbn3nyecKknx N1y n KOMNAHUN NOCPEACTBOM PErynAapHOro Bbinycka obnurauymn. B 2016 rogy
y BennkobputaHum 6bin0 BbinyweHo obnurayum 6onee yem Ha OAUH TPUNNNOH PYHTOB
CTEPANHIOB (3TO MUNANOH MUNNMOHOB ¢yHTOB), a y CLUA — 6onee yem Ha 19 TPUNAMOHOB
Aonnapos! 3Tn cymmbl Ha3blBalOTCA roCyAapCcTBEHHbIM ONrOM CTPaHbI.

He Bce rocypapctBa ABAATCA 3aeMwukamn. B Takmx cTpaHax Kak Hopserua, cTpaHbl
Mepcmackoro 3annea u CMHranyp rocyaapcrBo MMeeT N30bITOK CPeacTB, UTO AeNaeT UxX He
3aeMLMKaMm, a BKagumKamu.

B HopBernu n ctpaHax lNepcnackoro 3annea 3To 4acto oOyCIOBEHO AOCTYNOM K 60NbLUINM
o6beMaM NPUPOAHbIX PECYPCOB, B YaCTHOCTU, K HedTM 1 ra3y. B CuHranype 3toro yganocb
pobuTbcAa Gnarofapa ycnewHom 3KOHOMUYECKOW MOAENN U BHUMATEIbHOMY OTHOLIEHWUIO
rocygapcTBa K CBOMM pacxoam.



3. Pnuck n Bo3HarpaxaeHuve

Lienb o6yueHuns

2.1.3 Y3HaTb O HAINUMIK CBA3N MeXAY YPOBHEM PUCKA N BEPOSATHOCTbIO
BO3HarpakaeHus

Mbl y3Hanu, 4TO ANA BKIAAUYMKOB CYLWECTBYIOT pasfinyHble cnocobbl MHBECTUPOBAHMA
CPeACTB, B YAaCTHOCTW, NyTeM AEMNOHUPOBAHUA CpeAcTB B 6GaHKe, MOKYMKW akUUi MIu

obnuraynnn. Tak Ha OCHOBaHMW Yero e UM cnegyeT Bblbupatb Haubonee
NpeanoYTUTENbHYIO MHBECTMLMIO?

HaBanTte paccMoTpum ciegyowmin npumep.



As will be explored in Chapter 3 of this workbook, there are different ways for individuals to
borrow money. Sometimes the money is borrowed for a particular purpose, such as a
mortgage loan to buy somewhere to live, or a car loan. On other occasions, money can be
borrowed for a consumer item such as a widescreen TV or a washing machine. These are
often simply described as personal loans. Furthermore, some forms of borrowing may need
to be repaid earlier and some much later.

A good example is the bank overdraft, which is a form of loan on which the bank can
demand repayment immediately. By contrast, a typical mortgage may not be totally repaid
for 25 or 30 years.

One particularly important group of borrowers that we have not yet encountered is
governments. Many governments collect substantial sums of money each year by
imposing taxes on their residents to spend on a variety of items, including roads, hospitals,
defence, education and the wages of government staff.

In some cases, government expenditure exceeds government revenue. The difference
needs to be financed in some way and itis generally borrowed.

However, government borrowing tends not to come from banks but from individuals and
firms in the form of regular issues of bonds. Indeed, in 2016 the UK had outstanding bonds
that added up to more than £1 trillion - that’s one million million pounds — and the US had
more than $19 trillion! These amounts are known as the country’s national debt.

Not all governments are borrowers. In places such as Norway, the Gulf States and
Singapore, the government generates a surplus that puts it in the position of being a saver
rather than a borrower.

In Norway and the Gulf, this is often due to an abundance of natural resources, particularly
oil and gas. In Singapore, it is essentially due to a very successful economy and a
government that is careful about how it spends its revenues.

3. Risk and Reward




Learning Objective

2.1.3 Know the relationship between the level of risk and the prospect of reward

We have established that there are a variety of possible ways that savers can invest their

surplus money, particularly by depositing the money at a bank, or by buying equities or
bonds. So what would make them choose one investment over another?

Have a look at the example below to discover a little more.



Mpumep

Y Codun ecTb onpepeneHHas cymMma, KOTOPYHO OHa XO4YeT nHBeCcTMpoBaTb. OHa XoueT 6bITb
yBEpPEeHa, YTO MOJIyYUT BCe CBOWU AeHbrnm 06paTHO uyepes ABa MAM TpU rofa, Korga OHa
HaMepeHa MCNob30BaTb 3TN CPeACTBA B KAYeCTBe 3a4aTKa Npu NoKyrnke CBOero nepBoro
poma. OHa onpegenuna pgna ceba ABe BO3MOXKHOCTM: CPOYHbIA BKNag B 6OaHke ¢
MFHOBEHHbIM CHATMEM, NO KOTOPOMY BbiMfaumBaeTca 5% rofoBbiX, UAN ABYXNeTHUE
obnuraynum KomnaHum, No KOTopbiM 6yaeT BbiMaunBaTbca 7% rofgoBbix. Kakon BapuaHT
en cnegyet BbibpaTb?

OTO 3aBUCKT OT TOTO, KaKyto cBoboay aencremin xouyet nonyuntb Codm n Kakom ypoBeHb
pYCKa OHa roToOBa NPUHATD.

Ha nepBbin B3rnag, AByxneTHue obnuraynm BbirogHee, MOCKObKY NPOLEHTHaA CTaBKa Nno
HUM Ha 2% Bblwe. OgHako obnuraynm HecyT B cebe puUCK: OHN MOTYT ObiTb BbiMyLiEHbI
HebONbLON KOMMaHMEN, Y KOTOPON MOXeT He OKa3aTbCA CPeACTB ANA MX noraweHus
yepes ABa roga. [leHbrn co CPOUYHOro BKMIaAa MOXHO CHATb cpa3sy, Tak uto, ecnm Codu
noTpebyloTca ee CpeAcTBa paHblue, YeM OHA MIAHMPOBaANa, OHa MOXET UX HeMedIeHHO
NOAYyYnTb.

Taknm ob6pasom, Copu npuaetca BbibMpaTb, UTO OANA Hee BakHee — OGONbLNA PUCK U
60nbliaAd MNOTeHUMaNnbHaa BbIroga WAM MEHbWUA PUCK M MEHbLIAA Harpaga wu/wnm
MIHOBEHHbIN JOCTYN K CpeAcTBaM.

Kak BUAHO 13 BblleNpUBEAEHHOTO NpUMepa, NpaBUNbHbIA BbIGOP MHBECTUL UK HEe BCeraa
oueBuaeH. B pgencrBuTenbHoCTW, BCerga cywecTByeT MpAMas CBA3b MeXAy PUCKOM,
KOTOPbIA TOTOB MOHECTU WHBECTOP, W NOTeHUWanbHOW NpubbINbio, KOTOPYID MOXeT
NPUHECTN NHBECTULMSA. DTO PUHAHCOBBIN SKBMBANEHT CNOPTUBHOTO NpuHUKna «HeTt 60nu,
HeT pe3ynbTaTa». ECiM nepeBecTn Ha A3bIK MHBECTULUUIN, YEM MEHbLUE BEPOATHOCTb, UYTO
NHBECTOP NoTepseT AeHbrn, TEM MeHbLUe YPOBEHb NOTEHLMANbHOM NPUObLINK, Ha KOTOPYIO
OH MOXET paccuymTbiBaTb. PUCK 1 BO3HarpaxaeHue nayT pyka o6 pyky.






MHorga moxHO 6e3 Tpypa onpefennutb 6onee PUCKOBAHHbIE N MeHee PUCKOBAHHbIE
nusectnymn. Ecnn Bbl NoOKynaeTe akUuMu N3BECTHOW KOMMaHUK, Hanpumep, Microsoft® nnnm
Apple, Kak NnpaBnNoO, Bbl pUCKyeTe MeHbLUe, YeM KOrfa BKNaabiBaeTe CpeacTBa B yObITOYHYIO
HOBYIO KOMMaHMO. AHaNOrMYHbiIM 06pa3om, NHBECTUPOBAHME UINULWHUX CPEACTB MyTeEM
LENOHMPOBAHUA WX B W3BECTHOM OaHKe 3HAUYMTENbHO MeEHee pPUCKOBAHHO, YeMm
ofankvuBaHme Nx cBoemy apyry.



Example

Sophie has some money she wants to invest. She wants to be reasonably confident that
she will be able to get all of her money back in two or three years’ time, when she hopes
to use the money as a deposit for the purchase of her first home. She has narrowed down
two possibilities: an instant access bank deposit account that will pay 5% per annum, and
a two-year bond issued by a company that will pay 7% per annum. Which one should she
go for?

The answer is that it depends on what Sophie is looking for in terms of flexibility and how
much risk she is willing to take with her money.

On the face of it, the two-year bond is better in that it pays interest that is 2% higher.
However, the bond may be risky — it might be issued by a small company that may not
have the cash to repay itin two years’' time. The deposit account is instant access, so that if
Sophie were to need her money earlier than planned, she could accessit.

Therefore itis Sophie’s preference - for greater risk and possibly greater reward, or to take
less risk and accept a lower reward and/or immediate access - which will ultimately
determine which investment s right for her.

As the above example illustrates, making the right investment choice is not always
straightforward. In fact, there is always a direct link between the risk the investor is willing to
take and the potential reward that investor might realise from the investment. It's the
financial equivalent of the fitness industry saying ‘no pain, no gain’. In investment terms,
the less likely it is that the investor will lose money, the less spectacular the potential level
of return the investor can hope for. Risk and reward run hand in hand.






More risky and less risky investments are sometimes straightforward to identify. If you were
to buy shares in an established company like Microsoft® or Apple, there would generally be
somewhat less risk than if you were to invest in a loss-making early-stage company.
Similarly, investing your surplus money by putting it into an established bank’s deposit
accountis likely to be significantly less risky than investing it by lending to a friend.



MonpobynTe BbINONHUTL Crefyolee YyrnpaXHeHWe, 4YToObl MOHATb, MOXXeTe NM Bbl
onpeaenntb 6onee pnckoBaHHblIe N NOTEHUMaNbHO 60/iee NPUObINIbHbIE NHBECTULUN:

Vnpa)KHel-me 2.Puckn BO3HarpaxgeHume
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YnopagounTte cnegywolmne MHBeCTULUM OT Hambosiee PUCKOBAHHbIX (M MOTEHLMANbHO
NPUOGbINbHBIX) K HAMMEHEE PUCKOBAHHbIM (M 6onee 6e3onacHbIM).

MuBecTnuun CTeneHb puckKa (rae 1 — 3To MaKCMMasbHbIN

PUCK, @ 6 — 3TO MUHVMaNbHbIN PUCK)

[ocobnuraunn CLUA

AKuUWMN, BbINYLWEHHble HaYNHAaOLWeN
KOMMaHwnemn

AKuWN, BbiNyLWEHHblEe KpYyNHOW
N3BECTHOWN KOMMaHuen

O6nuraynu, BbiNyLWeHHbIe
KPYNHOWN, N3BECTHOW KOMMaHuewn

baHKOBCKNW BKNaa

Pynetka B Ka3uHO

(BblﬂCHl/lTb orsea

Kak Bo/mKHO 6bl0 NOKasaTb BblleNpUBeAEHHOE YNpPa)KHeHWEe, KaK NPaBWUIo, akuun HecyT
6onee BbLICOKUI PUCK, YemM obnuraumu. ITo 06bBACHAETCA TeM, 4yTo, B OTAMuYMe OT
obnuraynin, akumm He MMET 3adaHHbIX eXerogHblX MNPOUEHTHbIX BbIMNAAT N KOHKPETHOW
[aTbl, B KOTOPYI OHW norawatotca. Kpome Toro, B cilyyae 6aHKpPOTCTBA MpuW Bbinnarte
OCTaBLUMXCA CPpeAcTB BbiMIaTbl MO aKUMAM NPOU3BOAATCA B MOC/EAHI00 oUuepeab.

Ecnn e Mbl cpaBHMBaeM fBe obnuraumu mnu gBe akuyumu, To ob6nuMraunum unun akuumw,
BbINyLEHHble MeHbLlen No pa3mepy, meHee PUHAHCOBO YCTOMYMBOW KOMMAHMEN HecyT
6onbWwWUN pUCK, YyemM obnuraummnm wWnm akuyumu, BbinyweHHble Gonee KpynHom n 6Gonee
$MHAHCOBO YyCTOMUMBOM OpraHmn3aynen.

4. PblHKM LeHHbIX 6ymar n obnuraynm




Lienb o6yueHuns

2.1.4 Y3HaTb, uTo chepa GMHAHCOBBIX YCNYT TaKXKe BKIOYaeT PbIHKM, MO3BONAKOLWME
MHBECTOpPaM NOKynaTb M NpoAaBaTb akUMn n obnmraumm

Kak 6bly10 MOKa3aHO B npeablaywemM pasfene, akuum oTnnyalTcs oT obnuraynii no psay
XapPaKTePUCTUK, B YACTHOCTMU:

e AKUMW pJaloT [epKaTento NpaBO COOCTBEHHOCTM HA [ONK B BbINYCTUBLUIENA WX
KomnaHun. O6nuraynm Takoro npasa He Jator.

e  AKUMW He nmetoT AaTbl noraweHuna. Obnuraumm, Kak NPaBuIo, UMEOT KOHKPETHYIO AaTy
noraweHus.

e [lo akuMAM He BbiMAuMBaOTCA NpoLeHThl. 1o o6nuraunam, Kak NpPaBuo, eXKerogHo
BblMfaunmBaeTCA yCTAaHOBEHHAA NPOLEHTHAA CTaBKa.



Try the following exercise to see if you can identify the riskier and, potentially, more
rewarding investments:

Exercise 2 - Risk and Reward

i3



Put the following investments in order, from the most risky (and potentially rewarding) to
the least risky (and safer).

Investments Risk ranking (where 1 is the highest riskand 6

the lowest risk)

US government bonds

Equities issued by a start-up company

Equities issued by a large, well-
established company

Bonds issued by a large, well-
established company

Bank account

Roulette wheel at a casino

@eveal answea

As the above exercise should illustrate, it is generally the case that equities are more risky
than bonds. This is because, unlike bonds, equities do not specify a percentage return that
will be paid each year and do not have a set date at which they are repaid. Furthermore,
when something goes wrong, it is the equities that are last in the queue when it comes to
getting any money back.

It is also the case that when looking at two bonds, or two equities, the bonds or equities
issued by the smaller, less financially secure entity are going to be more risky than the
bonds or equities issued by the larger, more financially secure entity.

4. Equity and Bond Markets




Learning Objective

2.1.4 Know that the financial services industry also includes markets to enable investors
in equities and bonds to buy or sell investments

As has been made clear in the preceding section, equities are different from bonds in a
number of respects including the following:

e Equitiesgive the holder an ownership stake in the issuing company. Bonds do not.
e Equities have no set date of repayment. Bonds typically have a set repayment date.

Equities do not pay interest. Bonds typically do pay a specified percentage interest
each year.



Tak noyemy ke MHBEeCTOPbl FOTOBbI BKNaAblBaTb A€HbIM B aKLUW, €CNN Y HUX NPaKTUYEeCKM
HeT LWAaHCOB, YTO KOMMAHUA-OIMUTEHT BbIKYNUT 3TN akuum B 6yayuwiem? OHM HagewTcA, UYTo
KOMNaHuA npeycneeTr u O6yaeTr nonyyatb npubbinb. YacTb 3TON npubbinn  MoxeT
BbIMauMBaTbCA KOMMAHNEN aKUMOHepam B ¢opme AMBUAEHAOB (CM. rnasy 4, pa3gen 3), a
camoe rflaBHoe — faep’kaTenu akuWui 3HalT, YTO CMOryT NpoAaTb CBOM akuuu ApPYyrum

NOKyMaTenAam. I'Iponama aKLlMﬁ NMno3BOJINT UM pPeaZin3oBaTb CBOKO MHBECTULNIO, BO3MOXHO,
3a 6onblmne OeHbrn, 4em OHn 3aninaTtninm 3a CBOU akKLUN.

4
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Bo3MOXHOCTb Npofaxun akumin obecneumBaloT PbIHKN LeHHbIX 6ymar. B nx uncno sxopgAar
BCEMUPHO W3BECTHble 6mp»KKM, Hanpumep, MockoBckaa ¢ponpoBaa 6upxa (MOB), Hblo-
Nopkckaa ¢oHpnoBasa Gupka (NYSE), poHposas Gupka A6y-abu (ADX) n JloHpoHcKas
doHpgoBasa 6upxka (LSE). PoHpoBble OupXK ecTtb B OONbWINHCTBE cTpaH. B KauyecTtBe
[OMOSTHATENbHbIX MPUMEPOB MOXHO NPUBECTU CUMHranypckyilo SGX, ¢oHOoBYO OUpPXKY
Konom6o Ha L pu-NaHke, MloxaHHecOyprckyto doHmosyto 6upsky (JSE) B IOAP n doHgoByio
6upxy Tadawul B Caygosckonn ApaBun. EXxerogHO Ha 3TUX BupxKax TOPryTCA MUTIMOHDI
aKLW, @ U3HaYaJlbHO OHW CO3AaBaNMCb Kak nMaowankn, Kyga MOrin NpUATKM noKynaTenu
(unn nx npepcraBuTenmn), Ytobbl HAMTM NPOJABLOB (MM UX NpeacTaBuUTenen) anAa Kynim-
npogaxkun ueHHbix bymar. CerogHA OONbLWINHCTBO CAENOK 3aK/OYAKTCA B 3/IEKTPOHHOM
dopme, Tak UTO OGMpPKM B OCHOBHOM NpeacTaBAAloT COOON 3MeKTPOHHble ayKLMOHbI
Hanogob6ue eBay.
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[oe 3aknvarTca cAenKku.
Ha3biBaloTca GoHAOBbIMU BMpKamu.



O6nuraymnm aHanorMYHoO akLUAM MOXKHO NpnobpecTn nnn NPoAaTb A0 AATbl UX MOTALIEHWUSA.

OpfHaKo B oTnMumMe oT akuuin 60NbWIMHCTBO 06nnraumm npnobpeTtatoTcsa U NPoAatoTCA He Ha
KPpynHbIX Oupxax. B ocHoBHOM 3TO obycnoBneHO Tem ¢akTOM, YTO eciu JepkaTenb
obnuraymm 3anaceTcA TeprneHWeMm, MMellwmeca Yy Hero [ONroBble pacnuckn 6yayT
noraweHbl. B cnyyae ¢ gepxatenamm akumim 3TOro He MPOUCXOAUT, MO3TOMYy TpebyeTca
nnouwjagKka, Ha KOTOpPOW MOXKHO NpoAaTb 3T 6ymarn. [okynatenn obnuraumnn, kenawwme
npogatb cBou OGymarn fo AaTtbl MNOraleHua, MOTyT HAaNTW HOBbIX NOKynaTenen obnuraynm
yepes3 3NeKTPOHHble nnowaaku, obblYyHO Ha3lbiBaemble BHeb6upxkeBbimu (OTC). TepmuH
«BHEOMpPKeBble» O3HAYaeT CAENKM, OCyLecTBAAEMbIe 3a NpeaenaMn TPpagnLMOHHbIX O1pPX.



With this in mind, why are investors willing to put money into equities when they can see
little or no prospect of the issuing company buying those equities back in the future?
Fundamentally, they hope the company will perform well and generate profits. A share of
these profits might be paid by the company to the shareholders in the form of dividends
(see Chapter 4, Section 3), but ultimately the holders of equity know that they will be able
to sell the equities they own to someone else. Selling the equities will enable them to
realise their investment, potentially for more money than they paid for the shares.

{
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Facilities to sell equities are provided by the equity markets, and include world-famous
exchanges like the Moscow Exchange, New York Stock Exchange (NYSE), the Abu Dhabi
Securities Exchange (ADX) and the London Stock Exchange (LSE). Most countries have stock
exchanges and other examples include Singapore’s SGX, Sri Lanka’s Colombo Stock
Exchange, South Africa’s Johannesburg Stock Exchange (JSE) and Saudi Arabia’s Tadawul.
These exchanges trade millions of shares every day and began as meeting places where
buyers (or people representing them) would meet sellers (or people representing them) to
agree purchases and sales. Now the majority of deals are made electronically, with most
exchanges essentially operating as electronic auction facilities similar to eBay.

/ \ / \
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Buyers il Sellers
of shares of shares

Where deals are arranged.
Known as stock exchanges.



Like equities, bonds can be bought or sold before they reach their repayment dates.

However, in contrast to equities, most bonds tend to be bought and sold away from the big
exchanges. This is largely due to the fact that if a bondholder waits, their IOU will be repaid.
For equity holders this will not happen, so a facility to sell the shares has traditionally been
much more important. Those buyers of bonds that do wish to sell before the repayment
date are brought together with sellers of bonds via electronic facilities that are generally
described as over-the-counter (OTC) facilities. ‘Over-the-counter’ is simply a term for trades
that are arranged away from the established exchanges.



5. CrpaxoBaHue

Llenb o6yueHuns

2.1.5 Y3HaTb, uTO chepa GMHAHCOBBIX YCNYT TaKXKe BK/OYaAeT MOCTaBLMKOB CTPaxoBblX
yCnyr, NO3BONAIOLWMX YNPABAATb pUCKaMK

Mommmo obecneueHnA CBA3N BKNALUNKOB U 3aeMWUNKOB, chepa GMHAHCOBBIX YCIYT TaKxKe
BKNOYaeT onepauuu, KOoTOopble Jyywe BCEro Ha3BaTb YynpaBleHUem puckamu. Mol
MOCTOAHHO CTaNKMBAEMCA C PUCKOM B CBOEWM JKU3HW, MPUYEM 3STU PUCKA Camble
pa3HoOOOpa3Hble: PUCK aBTOMOOUNBHOM aBapuu, PUCK KBAPTUPHOM KpaXu WU PUCK
cepbe3Horo 3aboneBaHus.

3TV N ApYyrne PUCKM MOXHO KOHTPONMPOBATb, NMpuobpeTada CTPaxOBKY Y CTPaxoBOW
KomnaHun. CtpaxoBaa KomnaHusa 6epeTt Ha ceb6Aa onpegeneHHbie pUCKN B 0OMeH Ha BbinnaTy
CTpaxoBbix npemuii. Ecnu Bbl NocCTpaganu, CTpaxoBasa KOMMAHWA BbINAATUT Bam
KOMMeHcayuio.

CywecTtBsyeT MHOXECTBO  pPa3nnyHbiXx GOpM  CTpaxoBaHUA, Hanpumep, KpynHas
TPaHCNOPTHaA KOMMaHMA CTPaxyeT PUCKU MOBPEeXAeHUA CcBOUX Kopabnen — 370
Ha3blBaeTCA MOPCKNM CTPaxoBaHWEM — WJIN BO3bMEM «MOJINC CTPAaXOBaHUA XU3HW», KOTAA
dun3nyeckoe NNLO NosyyaeT rapaHTUIO, YTO B C/yYae ero CMepPTU YSieHbl ero CeMbM nonyyat
KPYNHYIO CYyMMYy, OOCTAaTOUYHYK [AnA MOraweHua WnoTeyHoro kKpeputa. [anee 6onee
NoApPO6HO paccMOTpPEHbI elle HECKOJIbKO MPUMEpPOB.



Mpumep

CTanOBaHI/Ie TPAHCMOPTHDLIX CpeacTs

24-neTHNN Yapnu TONbKO 4YTO nNpuobpen CBOM NEPBbIN aBTOMOOWUIb — CEMUNETHUN
Volkswagen Golf ctonmocTbio Tpu Tbicaun PyHTOB cTepnnHroB. Mo 3akoHy Yapnu o6a3aH
npnobpecTn CTpaxoBKy, NMpeXkhe Yem CMOXeT BblexaTb Ha gopory. OH obpawaeTca B
CTPaAXOBYI KOMMAHMIO, npejnaralowyo emy rogoBon noamc, No KOTOPOMY B ciyyae
agapum Yapnu nonyunt 1200 ¢yHTOB CTepnuHros. Yapnu noanucbiBaeT NOAUC WU
cornawaeTtca BbiMauynMBaTb eXXeMeCAYHYI0 NPEMUIO B CTO PYHTOB, MONyyaa NpaBo BOAUTb
MaLLUHY.




YnpaxkHeHve 3. CTpaxoBbie npemuv




MaTtb Yapnu, Capa, Bnageet gsyxaetHum BMW cTtommocTblo fecATb TbicAY QYHTOB
ctepnuHros. Capa BOgUT aBTOMOOUNb yXe ABaguaTb NIeT M HWU pa3y He nonajana B
aBapuio. Ee exxemecauHaa npemma coctaBnaeT NATbAECAT QYHTOB CTEPJINHIOB.

Kak Bbl aymaeTe, nouemy Capa eXeMeCAYHO MAATUT ropa3fo MEHbLUY MPemMuio, Yem
Yapnu, xoTa ee aBTOMOOWSIb CTOUT JOPOXKe?

(BblﬂCHl/lTb OTBE'D




Learning Objective

2.1.5 Know that the financial services industry also includes insurance providers to
enable financial risks to be managed

In addition to providing the link between savers and borrowers, the financial services
industry also includes activities that are best described as risk management. We all face risk
in our lives, and the examples of the risks faced are numerous - from the risk of a car crash
to the risk of a household burglary and the risk of suffering from a serious illness.

These and other risks can be controlled by taking out insurance from insurance companies.
The insurance company will take on specified risks in exchange for a series of premium
payments. If the risk materialises, the insurance company will pay out.

There are numerous different forms of insurance, ranging from a large shipping company
covering the risks that its ships may break down or hit rocks - known as marine insurance -
to a ‘life policy’ where an individual insures that, if they die, their dependants will receive a
lump sum of money sufficient to clear the mortgage loan on the family home. Further
examples are detailed below.

Example

Motor Insurance

Charlie is 24 years old and has just bought his first car — a seven-year-old Volkswagen Golf
that is worth £3,000. It is a legal requirement that Charlie has insurance before he takes
the car out on the road. He contacts an insurance company, which quotes him £1,200 for a
one-year policy that will pay out in the event of an accident that is Charlie’s fault. Charlie
signs up, agreeing to pay a monthly premium of £100, and starts to enjoy driving his new
car on the road.

Exercise 3 - Insurance Premiums






Charlie’'s mother Sarah has a two-year-old car, a BMW worth £10,000. Sarah has been
driving for 20 years and has never had an accident. Her monthly premium is £50.

Why do you think Sarah’s monthly premium is so much less than Charlie’s, despite her car
being worth more?

@eveal answea




Mpumep

CrpaxoBaHue 6ypoBoii BbILLKIN

HepaBHO co3paHHaA HedTepa3BefgoyHaa kKomnaHuA Explo inc Tonbko uto 3aBepuwwuna
CTPOUTENDBCTBO CBOEN NMepBON OYPOBON BbIWKM B OKeaHe B parioHe 3anagHon Adpukn.
CTOUMOCTb BbILWKN OLEHUBAETCA NPUONN3NTENBHO B CTO MUANMoHOB gonnapos CLUA, n
Explo xoueT 3acTpaxoBaTb ee OT ywepba BCneacTBME Pa3pPYLIEHUA KOHCTPYKUUM UK
HebnaronpuATHbIX NoOroAHbix ycnosuin. CTpaxoBad KOMMAHMA rOTOBa 3aCTpPaxoBaTb
BbILWKY 3@ NATb MUISIMOHOB JONTAPOB B roA.

B cnyyae npuHATUA nNpPeanoXeHus CTPaxoBOW KoMMaHum 6Gecnokoncteo Explo
OTHOCMTENbHO Yyulepba M3-3a MeXaHMYECKOTro MOBPEXAEHUA WM MOFOA4HbIX YCNOBWUIA
3HAYNTENbHO CHMXKAeTCA — CTPaxoBaa KOMMNAHUA NPUHUMAET 3TN PUCKN Ha ceba B obmeH
Ha eXXeroaHyo NpemMmio B NATb MUJIMOHOB AO/IapOB.

B Mnpe cywectsyeT Lenblin pAg KPYNHbIX CTPAXOBbIX KOMMAaHUM, BKNOYAA Takne N3BeCTHble,
Kak ¢paHuy3ckaa Axa u Hemeukasa Allianz. OgHako He3aBMCMMO OT pa3mepa OTAENIbHOMN
CTPAaxXxOBOW KOMMAHMU pa3Mep MPUHUMAEMOTO €K puUcka MoXeT ObiTb CIMIWKOM BEeJUK,
4yTOObl OHA cornacmnnacb HeCTu ero B OQNHOUYKY.

Ana ynpaBneHna pUCKOM CTpaxoBble KOMMNAHUM MOTYT caMu NpuobpeTaTb CTPAaxoBKY (3TO
pacnpocTpaHeHHad  MNpaKkTUKa), O0OblY4HO  3TO  Ha3blBaeTCA  NepecTpaxoBaHUEM.
MepecTpaxoBaHMe No3BONAET AENIUTb PUCKU, KOTOPble NPUHUMAIOT Ha CebA CTpaxoBble
KOMMaHUW.

YnpaxkHeHue 4. CrpaxoBaHue 6ypoBoii BbILLKU






Explo inc pakTmueckn nepenoxunna puck yuwepba Ha CTpaxoBYy KOMMNaHuioo. Tenepb ana
CTPaxoBOW KOMMNAHUU CylWecTBYeT PUCK, KOTOPbIM MOXET NpuBeCcTU K BbinjaTe CTa
munnmoHoB gonnapos CLUA B cnyyae YHUUYTOXEHNA 6YpOBOI BbIWKK TandyHOM.

Yto moxeT caenatb CTpaXoBaAd KOMMaHUA, 4YTOOblI CHU3UTb 3TOT pI/ICK?

(BblﬂCHl/lTb OTBE'D




Example

Oil Rig Insurance

A recently established oil exploration company - Explo inc - has just completed the
construction of its first oil rig in the ocean off West Africa. The rig is estimated to be worth
around $100 million and Explo wants to insure the rig in case of damage due to
mechanical failure or adverse weather. An insurance company offers to insure the rig for
$5 million perannum.

By taking up the offer with the insurance company, Explo’s worries about mechanical and
weather damage are much reduced - the risks have been transferred to the insurance
company in exchange for the premium of $5 million each year.

There are a number of substantial insurance companies in the world, including well-known
names like Axa of France and Allianz of Germany. However, despite the size of an individual
insurance company, the amount of risk taken on by it when it sells insurance may be too
big for it to be willing to bear alone.

To manage the risk, insurance companies can, and do, take out insurance themselves and
this is generally referred to as reinsurance. Reinsurance allows the risk taken on by insurance
companies to be shared.

Exercise 4 - Oil Rig Insurance






Explo inc has essentially transferred the risk of damage to the oil rig to the insurance
company. Now the insurance company is facing a risk that could result in paying out $100
million if the oil rig is destroyed in a typhoon.

What could the insurance company do to reduce its risk?

@eveal answea




6. BanioTHble onepauvn

Llenb o6yueHuns

2.1.6 Y3HaTb, uTo chepa GMHAHCOBBIX YCNYT TaKXKe BKOYaeT BalOTHbIX AN1E€POB,
No3BoONALLWNX 0OMeHBaTb OAHY BantoTy Ha APYryto AnA COAeNCTBUA
MeXayHapoaHOW TOprosre.

BantoTHble onepaunm — 3TO NPOCTO 0OMeH onpeaeneHHOro KonmyecTtsa OAHOW BanioThl,
Hanpumep, cta gonnapos CLUA, Ha onpegeneHHoe KONMYECTBO APYron BantoTbl, HAaNpumep,
Ha 90 eBpo.

B mMupe nmeetcs 6onbluoe KOMNYECTBO Pa3fIMUHbIX BanoT, U Hambonee ouYeBUAHbLIM
NPMMepPOM NOTPEOBHOCTN B 0OMeHe BantoTbl ABNAIOTCA NyTELWeECTBUA 3a FpaHuLYy.

Mpumep

Korgoa amepukaHeu nepecekaeT ATNaHTUYECKNA OKeaH W rpueskaeT B OTNYCK BO
®paHuyunio, emy notpebytoTca eBpo, a He NpuBbliYHble gonnapbl CLIA. YTo6bl monyunTb
€BpPO, OH, BEPOATHO, Nepep Noe3akon cxoauTt B 6aHK n oOMeHAeT napy COTEH JONNAPOB
CLUA Ha eBpo. Ecnn kypc eBpo kK gonnapy CLUA coctasnaeTt 0,86, amepurkaHew, nosyymT 3a
csoun 200 ponnapos 172 espo.

Takum o6pa3oMm, NyTewecTBEHHUKM obecneuymBaloT onpepesieHHbll 0O6beM BanioTHbIX
onepayunin, oHaKO OH HMUYTOXEH MO CPaBHEHMIO C 06BbEMOM onepauunil, CoBEpLUAEMbIX
KOMMAHUSIMM.



Mpumep

AmepurkaHckaa komnaHusa SurfBoards of America (SBoA) npon3BoanTt Aockmn gna cepduHra.
KoMmnaHma nonyyaetr KpPynHbIW 3aka3d OT €eBPOMNencKoro pPoO3HMYHOro npojaBua,
XKenawuwero onnaTnTb NOKYNKY B €BPO.

SBoOA noctaBnaeT cBol NPOAYKUMIO N NONYyYaeT TbiCAYN eBPO OT CBOEro eBponenckoro
kKnneHta. OgHako SBoOA HyxHbl gonnapbl CLUA, nosTomy OHa ob6pawjaetca K BaslOTHOMY
Annepy B MeCTHOM GaHKe 1 ,OrOBapMBaEeTCa 0 Npoaaxke eBpo 3a gonnapbl CLIA.

Honnap CWA cumtaetcAa camon BaXXHOW BaNlTON B MUpe, NO3TOMY, Kak MpaBuno,
0OMEHHbIN KypC BanioTbl ONpeaenaeTca Kak KoMyecTBO AaHHONM BantoThbl, NpeasaraeMon 3a
oauH gonnap CLUA.

BaHkn ©n punepbl OXOTHO 3aHMMAKOTCA OOMEHOM BantOTbl, MOCKONbKY 3TU YCNyru
BOCTpebOBaHbl NX KINEHTaMU, B YAaCTHOCTU, B XO4€e MeXAYHAapOAHOW TOProBnu unu gna
nyTewecTBMN 3a rpaHuyy. B pesynbrate Takux onepaunin 6aHkn n gunepbl 3apabaTbiBatoT
KOMWCCUOHHbIe. B 4aCTHOCTU, NpUBNEKATENbHOCTb BANIOTHLIX onepaunn ana 6aHKoB wu
AnnepoB obycnoBreHa TeM, YTO CYTOUYHbIN 06beM NOAOOHbIX onepaunii NpeBbIWaeT NATb
TpunnnoHos pgonnapos CWA (5000 munnuapgos gonnapos CLUA), oTpakaa macwTabbl
MeXAYHapOoAHOM TOProBun.



6. Foreign Exchange

Learning Objective

2.1.6 Know that the financial services industry also includes foreign exchange dealers to
allow one currency to be exchanged for another to facilitate international trade

Foreign exchange (Forex, or FX) is simply changing a particular quantity of one currency,
such as 100 US dollars, for a particular amount of another currency, such as 90 euros.

There are a considerable number of different foreign currencies across the world, and the
most obvious example of the need for foreign exchange arises whenever individuals travel
to different parts of the world.

Example

When an American crosses the Atlantic and visits France for a holiday, they will need euros
rather than their more familiar US dollars. To get hold of euros they will probably go to
their bank in advance of the trip and purchase a couple of hundred US dollars’ worth of
euros. If the appropriate rate for euros per US dollar were 0.86, their $200 would get them
172.

So individuals travelling give rise to some foreign exchange activity, but this is dwarfed by
the impact of businesses buying and selling things across borders.

Example

An American company - SurfBoards of America (SBoA) - manufactures surfboards and
receives a substantial order from a European retailer that wants to pay in euros.

SBoA ships the surfboards and ends up receiving thousands of euros from the European
client. However, SBoA needs US dollars, so it calls up the foreign exchange dealer at its
local bank and agrees to sell the euros for the US dollars it wants.




The US dollar is regarded as the most important currency in the world, and as a result it is
typical that the way foreign exchange tends to be quoted is by the number of a particular
currency that a US dollar is worth.

The attraction to the banks and their dealers of offering foreign exchange quotes is in
providing services their clients need, arising from international trade and international
travel in particular. The banks and their dealers will earn fees as a result. Part of the
attraction to banks and dealers is that the daily activity in foreign exchange is reportedly
exceeding a massive $5 trillion (that's $5,000 billion), reflecting the scale of international
trade.



YnpaxHeHue 5. Kyaa otnpaButbca ganbiue?



PagX sBNAeTCA aMEPUKAHCKUM TFpaXXAaHMHOM W MMeeT [Be CTPacTu B XWU3HU —
nyTewecrBMe No pasHbIM CTpaHaMm U KanyuymHo. OH AymaeT, Kakyl M3 CTONUL NOCeTUTb
cnepylolen, n pewaeT oTNPaBUTLCA Tyaa, rae KanyuynHo B gonnapax CLWA ctout gewesne
BCEro.

B 6nuxaniem kade B Hbio-Mlopke 60/1bLIOIN CTaKaH KanyYnHO CTOUT NATb JonnapoBs. Huxe
npuBedeHbl LeHbl B MeCTHOW BantTe AnAa AeCATU ropofoB, KOTOpble paccmatpuBaeT
Papx.

HangunTte akTyanbHble 06MeHHble Kypcbl B rasete uamn B IHTepHeTe 1 paccumTanTe LUeHy B
ponnapax CLUA. 3aTemM cocTaBbTe CMMCOK FOPOAOB, HauyMHaA C CaMOro AeLIeBOro u
3aKaHUMBas CaMbiM JOPOTMM KanyuyuHo.

CTtoumocTb " Cnuncok: ot camoro
O6MeHHbIN LleHa B
KanyunHoO dewesoro (1) go
lFopog v BanioTa " KypcC K Jonnapax
B MeCTHOI T CLUA camoro gopororo
BaJiloTe . Py (10)
Pro — z
1o — 6paznnbCckuii 9,00
pean
[OHKOHTI — FOHKOHICKII 4250
zonnap
Mymban — nHaninckas 240,00
pynusa
TOKNO — AMNOHCKas MeHa 500,00
MNapwx — eBpo 4,00
JloHpoH —
it PyHT 4,00
CTepANHIoB
Jy6ain — pnpxam 18,00
Oxupna — puan 22,00
Lllopux — wiBenapcknin 5,50
bpaHK
MockBa — poccuincknia 210,00
py6nb




(BblﬂCHl/lTb OTBe'D

YnpaxHeHuve 6

Ecnv KomnaHumA 3aMMCTBYeT CpPefcTBa, BbIMyCKasa AOJNITOBble PacnucKu, Kak OO6blYHO
Ha3blBAOTCA Takue pacnmnckin?

a. Akunwu

b. O6bnuraunmn

c. Cob6CTBEHHbIN KanuTan
d. 3anmbl

(BblﬂCHl/lTb OTBea




Exercise 5 - Where to Go Next?



Raj is a US citizen and has two great loves - seeing the world and enjoying his favourite
creamy cappuccino coffee. He is trying to decide which capital city he will visit next, and
has decided to go to the one with the cheapest cappuccino in US dollar terms.

His local café in New York sells large cappuccinos for $5. Below are the local currency
pricesin the ten cities that Raj is considering.

Using either newspapers or the internet, please find the relevant exchange rates and
calculate the equivalent US dollar price. Then rank the cities from the cheapest to the
most expensive cappuccino.

Cappuccino  Exchange rate

EquivalentUs Ranking: cheapest

City and currency price in local with the US ) (1) to most
dollar price .
currency dollar expensive (10)
Rio - Brazilian reals 9.00
Hong Kong - Hong 4250
Kong dollars
Mumbai - Indian 240.00
rupees
Tokyo - Japanese yen 500.00
Paris — euros 4.00
London - UK pounds 4.00
Dubai — UAE dirham 18.00
{eddah - Saudi Arabian 99.00
riyal
Zurich — Swiss francs 5.50
Moscow — Russian 210.00
roubles




@eveal answea

Exercise 6

If a company borrows money by issuing IOUs ('l owe you’) in return for the money loaned,
how are these I0Us typically described?

Shares
Bonds
Equity
Loans

Q N T W

@eveal answea




YnpaxxHeHue 7

HekoTopble rocypapctBa, Hanpumep, CLUA n BenukobputaHmsa, umetot 6onblimne o6beMbl
rocyfapcTBEHHOTO fosra. Kak o6blYHO GMHAHCUMpPYeTCA Takon rocgonr?

C nomouwbto CO6GCTBEHHOTrO KanuTana
C nomowbto ob6nuraunmn

C nomoubto 3aMiMOB

C nomouw,blo akLnn

o nNn ooy

(BbIﬂCHI/ITb OTBea

YnpaxXHeHve 8

Ecnu aepxarteib o6n|/|rau,|/||7| xo4yeTt peann3oBaTb CBOIO nMHBeCTUuunto 0o
3aI'IJ'IaHI/IpOBaHHOVI OaTbl NoraweHmA, YTo, CKopee BCcero, oH caenaet?

JloroBOpUTCA 0 AOCPOYHOM MNOTFALIEHUN C SMUTEHTOM ObnMraumnin.
ObmeHAeT obnuraynm Ha akummn.

Mpoaact o6nmraumm Ha GOHAOBOM PbIHKE.

MNpopaact o6nmraumm Ha BHebGMpPKeBOW NNOLWaAKe.

QN oo

(BblﬂCHl/lTb OTBE'D




Exercise 7

Certain governments, such as the US and the UK, have substantial amounts of national
debt. How is this national debt usually funded?

Using equity
Using bonds
Using loans

Using shares

Q N T

@eveal answea

Exercise 8

If the holder of a bond wants to realise their investment before the scheduled repayment
date, which of the following would they normally do?

a. Arrange an early repayment with the bond issuer
b. Exchange the bond for equities

c. Sellthe bond on the stock market

d. Sellthe bond OTC

@eveal answea




naBa TpeTbA

baHKOBCKMe onepauyun

1. BaHKOoBCKoOe 06 cnyKnBaHue ¢pusnyeckux n I PUANYECKNX L,
2, 3aiimMmbl $pU3NYECKNM NNLLaM

3. MpoueHTHbIe CTaBKMN

4. O6ecneyeHHble N HeobecneyeHHble 3aliMbl

5. OTHOCMTeNnbHaA CTOMMOCTb 3aeMHbIX CPEACTB

6. lHBecTMLMOHHDbIE 6aHKN

7. UeHTpanbHble 6aHKN

3TOMy pa3geny nporpammbl Kypca Ha 3K3amMeHe GYAeT nocBALWEeH I'IPI/IGJ'IVIBIIITEJ'II:HO 4 n3 30 3K3amMeHauMNOHHbIX
BOMNpoOCOB.




Chapter Three
Banking

1. Retail and Commercial Banking

2. Retail Borrowing in Focus

3. Interest Rates

4, Secured and Unsecured Borrowing
5. The Relative Cost of Borrowing

6. Investment Banks

7. Central Banks

This syllabus area will provide approximately 5 of the 30 examination questions







% BaHKOBCKMe onepaunmn

JlaHHaA rnaBa NocBAWEeHa 6aHKaM — COBEpPLIAEMbIM UM OMNepaumnam U PasnnumsaMm Mexay
pa3HbIMM BUaammn 6aHKOB. Kak y>Ke YNOMMHANocChb B raBe 2, KaxyLwasaca CI0XKHOCTb chepbl
bMHaAHCOBbLIX yCnyr o6yc/ioBNeHa NULWb HEU3MEHHO UCMOSIb3yEMbIM »KaproHoM. B gaHHoMN
rmaBe Mbl PacCMOTPUM TEPMUHOMOTNIO, UCNOJb3YEMY MPUMEHUTENIBHO K GAHKOBCKMM
onepauuam.

1. BaHKOBCKOe o6cnyxnBaHmne pusmnyecknx

nopnanyeckmnx nmy

Llenb o6yueHns

3.1.1 Y3HaTb pa3HuLy Mmexay o6cny>KnBaHnem Gprusnyeckux 1 opuandyecknx nuy

BoNbWNHCTBO 13 HAC 3HAIOT, YEM 3aHUMAIOTCA PO3HNUYHbIE BAHKWN, MOCKONbKY MMENTN C HAMM
aeno. Ou3nMyeckux UL YacTO Ha3biBAalOT PO3HUYHBIMM KIMEHTaMK, a 0OaHKu,
npefocrasnawwme ycnyrm ¢Gusmyeckmm nuuam, HasblBAlOTCA PO3HMYHbIMKA  OaHKamu.
busHec-mogenb po3HWMYHOro 6GaHKa aHanornyHa Ou3Hec-mopenun, npuBeAeHHON B
npeabiaywen rnase: 6aHK ctapaeTca NpuBeYb cpeacTsa GU3NUYeCKMX UL Ha AEeNO3MUTbl U
MCrnonb3yeT 3TU CPeAcTBa, YTOObI BblAaBaTb 3aiMbl ApPYyrum ¢mnsmyeckum nuuam. Y 6aHka
[ONKEeH OCTaBaTbCA M3NULWEK, MOTOMY YTO MPOLEHTbI, BbiMJla4yMBaeMble MO AeNO3UTaMm,
HU>Ke NPOLIEHTOB, HAYNCIAEMbIX Ha 3aiMbl. 3aTeM 6aHK MOXKEeT MCNONIb30BaTb 3TOT U3NNLIEK
ONA NOKPbITUA APYIrMX CBOUX PAcXO[O0B, HaNnpumep, AnA Bbinaatbl 3apniatbl NepCcoHany u
apeHabl nomelweHnin. Ecnm nocne MNoKpbITMA BCeX 3TUX PacXOAoB BCe elle MmeeTcAa
N3NNLWEK, 3HAYUT, 6aHK Nonyumnn NpmnobbINb.






This chapter will focus on banks — what they do and in particular how the various types of
bank differ from one another. As already mentioned in Chapter 2, part of the complexity
that appears to be present within the financial services is simply the result of the jargon that
is invariably used. We will unravel and explain the special language that is used in banking
in this chapter.

1. Retail and Commercial Banking

Learning Objective

3.1.1 Know the difference between retail and commercial banking and the types of
customer - individuals/corporates

Most of us are aware of what retail banks do, because we see them on the high street.
Individuals are often referred to as retail customers, and banks that provide services to
individuals are referred to as retail banks. The business model for a retail bank is similar to
the business model that was introduced in the previous chapter — the bank will try to attract
deposits from individuals, and use these deposits to make loans to other individuals. The
bank should generate a surplus because the interest it pays on deposits is less than the
interest it demands on loans. This surplus can then be used by the bank to pay its other
expenses, such as paying the wages of the staff and the rental on the premises. If a surplus
still remains after paying all of these other expenses, the bank has generated a profit.



B cdepe PuHaHcoBbIX ycnyr, ocobeHHo B CLUA, yacto wucnonblyetrca TepPMUH
«KOMMepUecknun 6aHk». OH MoXeT wumeTb pABa 3HavyeHuA. B CLWLA 3Tum TepMUHOM
o603HaualoT BCe

6aHKM, KOTOpble OCYyWeCcTBAAIOT oOnepaunn, KOTOpble Mbl Y)Xe MNepeuyncnann Kak
6aHKOBCKME: MpUBNEKaloT AEeno3UTbl M BblgaloT 3aMMbl. B gpyrnx cTpaHax TepMuH
«KOMMepYeCcKnin 6aHK» ncnonblyetca anAa o6o3HaueHnAa 6aHKOB, CNeLnan3npyroLLnXca Ha
npepocTaBneHn 6aHKOBCKUX YCIyr (Aeno3nTbl M 3aliMbl) OPUANYECKUM NMLUAM, UHaye
roBopA KOMMNaHUAM, @ He PU3NYECKUM L aM.

Bo BTOpoM c/iyuyae B KauecTBe afibTEPHATUBbI MOXKET MCMNONb30BaTbCA TEPMUH «6aHKOBCKOE
obCnyXnBaHMe KOPMNOPATUBHBLIX KAMEHTOB», MOCKOJIbKY OCHOBHYIO 4acTb KJIMEHTOB
COCTaBNAT KOPNOPATUBHbIE CTPYKTYPbI, T. €. KOMMNAHUN.

L4

Kommepueckmne 6aHKu

B CLLA — Bce 6aHKM, NpUHMMalOLME
[Eeno3nTbl U BblaatoLlwme ccypbl

A BVIBHEC
Ill%g JI_’ lll_;)“

Po3HWNUYHbIE 6BaHKK KopnopatuBHble 6aHKN
BaHKu, NpuHUMaloLLme BaHKu, npuHMMatoLwme 0eno3nTbl 1
[eno3unTbl 1 BblgatoLwme ccy bl BblaatoLL e 3aiMbl KOMMNAaHWAM 3a
dU3MYECKM NrLam npepenamu CLLUA nmeHHO OHUM yacTo

Ha3blBAalOTCA KOMMep4YeCKUMNA 6aHKamu



Bo3MOXHO, Ha3biBaTb GAHKM PO3HUUYHbIMK UAN KOMMEPUYECKMMU He COBCEM MPaBWJIbHO,
MOCKOMbKY B »KM3HM 60NbWNHCTBO 6aHKOB 06CnyXmMBaloT 06a BMAa KnMeHToB. BcnomHuTe,
Hanpumep, Bank of America B CWIA, Lloyds and Barclays B Bennkobputanun mnnu HSBC,
paboTawWwmnin No Bcemy mupy. Bce 311 6aHKM NpefocTaBnAlT yaIyrn Kak Gprusnyeckum, Tak u
lopUANYECKUM NNLLAM.

2. 3anMbl Pu3nyeCcKUM nmuuyam

Llenb 06yueHns

3.1.2 Y3HaTb XapaKTepUCTUKN 1 TUMNbl 3aIMOB, NpefocTaBnAeMbiX GU3MYeCcKnm nnLam:
6aHKaMu — ccyibl, UMOTeYHble KpeamnTbl, oBepApPadTbl; 6aHKaMM 1 KOMNAHUAMU-
SMUTEHTAMUN KPeAMUTHbIX KapT — KpeauTHbIEe KapTbl; APYTMMN NCTOYHUKAMN —
nombappabl, MUKPOKpPeZuUTbI

NMioan noavac nNbAT UK Aaxe BbIHYXXAEHbl TPAaTUTb 60Mblue AeHer, YeM Y HUX eCTb. B aTom
cnydae npuxoamtcAa obpawatbca 3a 3alMoM. YacTto nepBbiM Aenom Noan uayT B OaHK,
NOCKOMNbKY, Kak MPaBuio, UMelT CYHeT B PO3HMYHOM HaHKe.



The term commercial bank is often encountered in the financial services industry, especially
in the US. It is used in one of two contexts. The US uses it as a term that captures all the
banks that are doing what has thus far been referred to as the activities of a bank: attracting
deposits and making loans. In other parts of the world, the term ‘commercial banking’ is
often used to isolate those banks that specialise in providing banking facilities (deposits
and loans) to commercial entities, in other words to businesses, rather than individuals.

This latter definition is alternatively described as corporate banking, since the business
clients are predominantly corporate entities, ie, companies.

P \
111 %9
Commercial Banks

The US definition - all banks that take
deposits and grant loans

BUSINESS
w0 [ITRN:. :
Retail Banks Corporate Banks

Banks that specialise in taking deposits
and providing loans to businesses. In parts
of the world outside the US, these are
often referred to as commercial banks

Banks that specialise in taking
deposits and providing loans
to individuals



It can be a little misleading to refer to banks as retail or commercial, since the reality is that
most banks do both. Just think of the likes of Bank of America in the US, Lloyds and Barclays
in the UKand HSBC globally, where both retail and corporate clients are catered for.

2. Retail Borrowing in Focus

Learning Objective

3.1.2 Know the nature and types of borrowing available to retail customers: from banks
- loans, mortgage loans, overdrafts; from banks and credit card companies -
credit cards; from other sources — pawnbrokers, payday loans

Individuals sometimes like, or even need, to spend more money than they have by
borrowing. The bank is often the first place they go to in order to borrow money, as they
tend to deposit their funds in retail bank accounts.



C 2.1 Ccyabl, NoTeYHble KpeanTbl N oBepApadThI )‘

TpemAa 0oCHOBHbIMU GOpPMaMKN 3aMMCTBOBaHNI, NpeanaraemMbix pu3nyeckmm nuuam 6aHkamu,
ABNAITCA CCyAbl, WUMNOTeuyHble KpeauTbl K oBepapadTbl. Kaxabli M3 3TUX TUNOB
NPOAEMOHCTPUPOBAH B ClefyoLWmMX Nprumepax.

Mpumep

Tpoe BbINyCKHMKOB Konneaxa, Knap, Ixxeng n AHHa, Hayanm paboTatb NOAHbIA pabouni
AeHb.

PaboTta Knap Haxoautca ganeko oT ee AOMaA, a Ao6MpaTbCca A0 Hee Ha 06WEeCcTBEHHOM
TpaHCcNopTe He o4yeHb yAobHOo, Tak uTo Knap pewwunna Kynutb aBTomo6bunb. OHa Hawna
naeanbHbIn BapuaHT, nogepxaHHbin Volkswagen Polo ctonmocTbio nopagKa wecTtur TbicaY
AONNapoB.

MockonbKy 0cobbix coepexxeHnin y Knap HeT, oHa ob6paTuniach B 6aHK 3a cCyioli B pa3mepe
WecTn TbiCAY AONNapoB. YCNOBUA CCyabl NpeaycMaTpuUBalOT eXeMecAYHOoe YacTuyHoe
noralleHne B TeYEHUe TpPex NIeT, a NPOoLeHTHasA CTaBKa Mo Hell coCTaBUT 8% roaoBbIX.

B BbiwWenpuBegeHHOM MpumMepe ANA MNOJIYYeHUA [eHer Ha MNOKYMnKy MawuHbl Knap
obpallaeTcsa 3a 6aHKOBCKOW ccynoi. bBaHKOBCKME cCyabl MOXKHO 6paTb Ha ftobble Lenu, He
06A3aTeNbHO ANA NOKYMNKM MallMHbl, 0A4HAKO, KaK NpaBuo, nobaa ccyna nmeet ciepytowmne
XapaKTepPUCTUKN:

e OHa BblgaeTCA Ha onpeAeneHHbl Nepuo, Kak NpaBuio, MeHee YemM Ha NsATb net (B
BblLeNnpuBegeHHOM NpUMepe 3TO Tpu roga)

® nojonpeaeneHHyo NPOLEHTHYIO CTaBKY (B BbllleNpuBeAeHHOM NpumMepe 370 8%)

® C VYCTaHOB/IeHHbIM rpadukom BbiNAaT (B BbllWENPMBEAEHHOM MpUMepe 3TO
e)XemMecsiuHble BbIMnaTbl).

3aem Knap TakXe Ha3biBaeTcA HeobecneueHHbIM 3aliMoM. baHK He TpebyeT NnpegocTaBneHNA
obecneyeHusn, Hanpumep aBTOMobOUNA, Ha BPeMs NoraweHna cCyabl.



Mpumep

[>xenp noBe3no C poanTenamMm, KOTopble 4OCTaTOYHO obecneyeHbl, YTOObI MOMOYb el C
NOKYNKON cOOCTBEHHOro goma. [Kenp Hawna uaeanbHbli BapuaHT CTOUMOCTbio 250
TbiCAY pgonnapoB. Ee poauTenu cornacHbl fatb en NATbAECAT TbiCAY AOApPOB,
OCTaBWyOCA CYMMY OHA 3dHNMAET Yy 6aHKa B Bnae nnoTevyHoro Kpegnta.

Mo ycnosmam Kpeguta [Ixeng OyaeT BHOCUTb eXeMeCAYHble MAaTeXW B TeuyeHue
ABagUaTU NATW NeT; B KayecTBe TMPOLEHTHOM CTaBKM MO ee KpeguTy Oyget
MCNONb30BaTbCA CTaHOAPTHaA NMepeMeHHaa cTaBka 6aHKa (Ha AaHHbIN MOMEHT 3To 6%,
OZHaKOo B byayliem OHa MOXKeT U3mMeHnTbCA). Ecnn [keng He BHeceT Tpebyemblin nnaTex,
6aHK MOXeT /UWKNTb ee npaBa COOCTBEHHOCTM HA XWNbe, 4YTOObl BO3MECTUTb
npuunTaloLwmecsa eMmy cpeacraa.

B BblwenpuBeAeHHOM MpuMepe roBopuTcAa 06 MNOTEYHOM KpeauTe, YacTo Ha3biBaeMOM
NPOCTO Mnotekomn. MnoTeuHble KpeauTbl Bcerga 6epyTca anAa NOKynku HeABUXMMOCTU, U
NOCKOMbKY, Kak NpaBuio, N0 HUM MpefocTaBnAlnTcA Oonblie CyMMbl, MOrawarTCcA OHU
ponble, yem apyrune popmbl 3aMMoB. NocKoNbKy NpefocTaBneHHble 6aHKOM feHbru 6yayT
BO3BpallaTbCA B TeuyeHue [AUTENbHOTO CpPoKa, 6aHK, Kak npaBuno, ycTaHaBnuBaeT
nepemMeHHY0 NMPOLEHTHYIO CTaBKY, KOTOPAsA MOBbIWAETCA UTN MOHMXKAETCA B COOTBETCTBUM
CO CpefHNMM NOoKa3zaTeNnAMM NPOLEHTHbIX CTAaBOK.



( 2.1 Loans, Mortgages and Overdrafts )‘

The three most common forms of borrowing provided to retail customers by banks are
loans, mortgages and overdrafts. Each of these are illustrated in the examples below.

Example

Three college graduates - Claire, Jade and Anna - have started working full-time.

Claire’s job is some distance from her home and public transport is not great, so she
decides that she needs to buy a car. She finds an ideal vehicle, a second-hand Volkswagen
Polo that will cost around $6,000.

As Claire has little in the way of savings, she applies to her bank for a $6,000 loan. The
terms are that the loan will be repaid in monthly instalments over three years, and
interest will be charged at 8% perannum.

The above example saw Claire borrow money for the car purchase using a bank loan. Bank
loans can be taken out for any purpose - it doesn’t have to be for a car - but the standard
features are that the loan is normally:

e for a set period that is generally less than five years (it is three years in the above

example)
e atasetrate ofinterest (8% in the above example)
e with adefined repayment schedule (monthly in the above example).

Claire’s loan is also called an unsecured loan. This is because the bank does not require any
security, such as the car, to be handed over to it while the loan is outstanding.



Example

Jade is fortunate enough to have wealthy parents who have encouraged her to buy a
home of her own. Jade has found a property that is ideal, but it will cost her $250,000. Her
parents have agreed to give her $50,000 and she borrows the rest from the bank in the
form of a mortgage.

The terms are that Jade will make monthly repayments over 25 years; the interest rate for
the loan will be at the bank’s standard variable rate (currently 6%, but liable to change)
and, in the event of Jade failing to make the required payments, the bank has the ability
to take ownership of the property in order to recoup the money owed.

The above example is a mortgage loan, often just described as a mortgage. Mortgage loans
are always taken out to buy property, and because they tend to involve substantial sums of
money, the loans are generally repaid over longer periods than other forms of loan. Since
the bank that lends the money will be repaid over this lengthy period, the bank tends to
charge a variable rate of interest that can increase or decrease to stay in line with general
interest rates.

Furthermore, unlike most other forms of loan, the mortgage loan has the safety feature for
the bank that it is secured on the property. If the borrower fails to make the scheduled
repayments, the bank can take the property in order to repay the loan. Other loans tend
not to have the same feature and are described as unsecured.



Kpome ToOro, B oTnuume oT ppyrux ¢opm 3alima, WMNOTEYHbI KpeauT ABNAeTcA
obecneyeHHbIM, T. €. npefycMaTpuBaeT npefocTaBieHne obecneyeHnsa, B KayecTBe
KOTOPOro BbICTynaeT HeABUXMUMOCTb. ECiM 3aeMWnK He norawaeT CBOW AONT No rpaduky,
6aHK MOXeT O0TO6paTb HeABUXUMOCTb, UTOObI BEPHYTb CBOWU AeHbru. [lpyrne 3ammebl, Kak
NPaBUNO, He nNpeaycMaTpuBaOT TaKoOM BO3MOXHOCTM U MO3TOMY Ha3blBAlOTCS
HeobecneyeHHbIMN.

ECﬂmcyMMMpOBaﬂmMHOTeHHHeerﬂMTbLKaKﬂpaBMﬂO:

®  BbIJAIOTCA Ha onpeaeneHHbIn nepuoy (B BbilenpnBeaeHHOM NpuMepe 3TO ABaAuaTb
NATb N1eT)

® VMeWT MepeMeHHYl MNPOLEHTHYIO CTaBKy (B BblllenpuBefeHHOM MNpumepe 3TO
«CTaHOApTHaA NnepeMeHHasa cTaBka OaHKa»)

® C YCTaHOBJIEHHbIM TrpaduMkom BbiNaaT (B BblWENPUBEAEHHOM MpUMepe 3TO
exxemecaYyHble BbinnaTthbl)

e obecneyeHbl HeABUXMMOCTbIO, AN NPUObpeTeHNA KOTOPOI OHU BblAaloTCA.

Mpumep

AHHa — nncaTenb, N ee OX04 He OTNnYaeTca cTabunbHOCTbIO. B HEKOTOpble MecALbl OHa
3apabaTbiBaeT MHOTO, a 1IeTOM NpPefnoyYMTaeT He NncaTb, @ NyTeWeCTBOBATb, Tak YTO ee
AOX04bl NagatoT. AHHAa — rypmMaH 1 060XaeT nocewaTb xopolmne pectopaHbl. OHa roToBa
TPaTUTb Ha 3TO OGonblMe AeHbrv, Tak YTO NOPON Ha edy yxoguT 6Gonble, Yem OHa
3apabartbiBaeT. B cBA3M ¢ HeCcTabunbHOCTbIO ee foxoAa AHHa OTrOBOpUIach C 6aHKOM, UTO
CMO>KeT TPaTUTb Ha TbiCAYY AON1apoB O0Nblle, YeM eCTb Ha e€e cYeTy, rMaBHbIM 06pa3om, B
neTHMe MmecAubl. DTO Ha3biBaeTcA oBepApadTHbIM KpeantomM. KOHKpeTHOW pAaTbl WUNu
rpadnka noraweHunm HeT, oAHAKO OGaHK MOXeT B N0OON MOMEHT MOXeT notpeboBaTb
noraweHns Takoro Buaa KpeauTta. baHK paccumTbiBaeT, YTO AHHa CMOXET MOoracuTb
oBepapadT 3MMON, Korga 3apabatbiBaeT Oonblwe. baHK HauyucnAeT NPOLEHTbI MO
oBepapadTy, B AaHHbIN MOMEHT Ha YypoBHe 10% roaoBbiX, OAHAKO CTaBKa MOXeT ObiTb B
no60ON MOMEHT U3MEHEHA NPU YCNOBMUU, YTO 6aHK yBefoMNT 06 3TOM AHHY 3a ABe HeJenu.
Takxe AHHa JOJKHa BbiMNaTUTb 6AaHKY eA4MHOBPEMEHHYIO U €XXErofHyl KOMUCCUIO B
NATbAECAT 4ONNAPOB 3a NpefocTaBieHne ogepapadTa.

B BbillenpuBeAeHHOM NpuMepe NnokasaH TUMUYHbLIN oBepapadTHbIN KpeauT. OBepapadT
OTNNYAeTCA TMOKOCTbIO, TaK YTO AHHA MOXeT MCMOoNb30BaTb MOyl cymmy B npepenax
TbICAYM AONNapoB. TakKe OHa MOXET MOoracuMTb CBOK 3aJ0/KEHHOCTb, a 3aTeM OnsATb
BOCMONb30BaTbCcA oBepapadTtom. OfHakKo TexHMuyeckm 6aHK BnpaBe noTpeboBaTb



noraweHna B N0OOGOM MOMEHT, XOTA 3TO ManoBepoAaTHo. Kpome Toro, osepapadTbl
06xo[ATCca AOBOJIbHO AOPOro WM3-3a BbICOKMX MPOLEHTHbIX CTABOK, a Takke Wn3-3a
Heo6Xo4MMOCTU ynnaTbhl KOMUCCUM 3a NPeAoCTaB/IeHNE BO3MOXHOCTY oBepapadTa.

Ecnu cymmnpoBatb, 6aHKOBCKMe oBepapadThbl, Kak NpaBuo:

L OTNINYaTCA TMOKOCTbIO — MOXHO 3aHATb, MNOraCnUTb U ONATb 3aHATb ﬂ|06yIO Ccymmy B
PaMKaxX JIMMNUTA (B BolilwenpmeeaeHHOM nMpnmepe 31O ThbiCcA4a ,EI,OJ'IJ'IapOB)
° MMEKT NepemMeHHYIO NPOUEHTHYIO CTaBKY (B BbliwenpmeeageHHOM NpMmMepe 3TO «CTaBKa

no ogepapadTy 6aHKa»); TakKe MOXET B3MMaTbCA KOMUCCUA (B BbllleNpPMBEfEHHOM
npumepe 3TO NATbAECAT AOTaPOB)

° ABNAKTCA HeobecneyeHHbIMKY 1 NOTallaloTCA No Tpe6OBaHVIIO.



In summary, mortgages are typically:

e forasetperiod (25 yearsin the above example)

e atavariable rate of interest (the bank’s ‘standard variable rate’ in the above example)
e with adefined repayment schedule (monthly in the above example)

e securedon the property the loan isused to buy.

Example

Anna is a writer and her income varies. Some months she earns a lot, but in the summer
months she prefers to travel rather than write, so her income falls. Anna enjoys food and
loves nothing more than a good meal at a restaurant. In fact, she is so keen on eating out
that in some months the habit is costing her more than the money she is earning.
Because of her variable income, Anna has an agreement with her bank that she is allowed
to spend up to $1,000 more money than she has in her account, mostly in the lean
summers. This is described as an overdraft facility. There is no set date or schedule for
repayment; however, the bank is able to remove this facility whenever it wishes. There is
the expectation that Anna will be able to repay the overdraft during the busier winter
months. The bank will charge Anna an overdraft rate that is currently 10% per annum, but
this can be changed at any time as long as the bank gives Anna at least 14 days’ notice.
Anna also has to pay a one-off or annual arrangement fee of $50 to the bank to start the
overdraft facility.

The above example is a typical overdraft facility. Overdrafts are flexible, so Anna can use as
much or as little of the $1,000 as she needs. She can also repay the overdraft and then draw
cash from the facility again at a later date. However, the lending bank can technically
demand repayment at any time, although it would be unlikely to do so. Overdrafts are also
relatively expensive in terms of the interest rate they charge, and may also incur a fee for
the facility being set up (known as an arrangement fee).

In summary, bank overdrafts are generally:

e flexible - able to be drawn, repaid, drawn again up to the overdraft limit (51,000 in the
above example)

e at a variable rate of interest (the bank’s overdraft rate in the above example), an
arrangement fee may also be payable (550 in the above example)

e unsecured and repayable on demand.



Forms of Retail Borrowing from Banks
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3aimbl MnoTeuHble KpeanTbl OBepgpadTbl
— onpeaeneHHbI CPoK — onpeaeneHHbIn CpoK - noraulatoTcs no TpeboBaHN
- onpepenieHHanA NpoueHTHaA — COrnacoBaHHbIN rpaduk — MEeHALWAACA NPOoLEeHTHasA
CTaBKa noraweHus CTaBKa
— COrnacoBaHHbIN rpaduk - obecnevyeHre HeABMKNMOCTb IO — HeT yCTaHOBJIEHHOTro rpaduKka
rnoraweHuA rnoraweHus

- 6e3 obecneyeHus - 6e3 obecneyeHus



C 2.2 KpegnTHble KapTbl )‘

3aHATb CpeacTBa Aake Ha ewe 6onee rMbOKUX ycnoBuMAX, YeEM B Clyvyae C oBepapadpTom,
MOHO C MOMOLLbIO KpeAUTHbIX KapT. KpeanTHble KapTbl NpegnaraloTca 6aHKamu, a TakxKe
cneyunanbHbIMK onepatopamMu, Hanpumep Visa n MasterCard. Bnpouem, cerogHa KpeguTHble
KapTbl npepnaralT fdaxe cynepmapkeTtbl, ¢yT60ONbHblE KNybbl M 6GnaroTBOpuUTeENbHbIE
opraHmsayumu.

YToObl BOCNONb30BATbCA BO3MOMXHOCTAMM KPEAUTHOW KapTbl, dusnyeckoe nnuo JOJIKHO
nofaTb 3aABKY Ha ee nosiyyeHue. B cnyyae yTBepXxaeHMA 3aABKN YesiOBEK NoJlyyaeT KapTy C
onpegeneHHbIM JIMMUTOM 3auMCTBOBaHMA (MMMUT KpeauToBaHuA). Bnageney moxet
MCNoNb30oBaTb KapTy AnA npuobpeteHusa ToBapoB. lNpu Kaxpom Takon MOKynKe Cymma
3aMMCTBOBaHMA OyaeT yBenmumBatbcA. XoTA Obl 4yaCTb 3aMMCTBOBAHHbIX CpPeAacTB
HeobxoaMmo OypeT exemMecAYHO norawaTb. Kak NpaBuno, Ha HeBbINayYeHHble 3aeMHble
cpencTBa HaumcnawTca 6onbwime npoueHTbl, 06biYHO nopAgka 20% ropoBbiX, Tak 4TO
nydwe BO3BpawaTb 3aMMCTBOBaHHble AeHbrM B TeyeHue MecAua, 4YTobbl m3bexatb
HauNCNeHnA NPOLEHTOB.

Taknm ob6pa3om, KpeguTHble KapTbl, Kak NPaBuio, UMeIT ciefyloune XapakTte puctuku:

®  MOGKOCTb — MOXHO MCMONb30BaTb 1I0OYI0 CYMMY B paMKax TMMUTa KpeanTOBaHMUA
®  VMeIoT NepeMeHHYI0 MPOLEHTHYIO CTaBKY, KOTOPas, Kak NPaBuio, O4eHb BbICOKA
®  HeobOXOAMMO eXemMeCAYHO NOoralaTh XOTA Obl MMHUMANbHYIO CYMMY.

C 2.3 [ipyrue nCTo4MHUKN )‘

Ona ¢usmyeckux nuu, oTYaAHHO HY>KAAIOLWNXCA B AeHbrax (4acto, Korga Bce BO3MOXXHOCTU
NONYUYNTb CpeacTBa y 6aHKOB M NO KPeAUTHbIM KapTaM yXKe ucyepnaHbl), UMetoTca gpyrve
BO3MOXHOCTM MOJyunMTb 3aem B popme 3arima B nombappax 1 MMKpPOKpeauToB. YTOObI
NONYYnTb AeHbrn B nombappne, HY>KHO MpeaocTaBUTb nombapay Kakoe-To obecrneveHue.
3T0 MoXeT OblITb 06pyyanbHOE KOMbLO WAU Apyroe LeHHOe I0BENUPHOE u3fenune unu,
Hanpumep, Yyacbl. ObecrneyeHnem AOJIKHA BbICTYNaTb Bellb, MMetoLWas LeHHOCTb (peanbHyio,
HemMaTepuanbHy UK N Ty, U APYTYI0), KOTOPYI NoMbapa CMOXeT Aep)kaTb Y cebs, noka
3aeM He OypeT noraweH. PeweHne o Bblgaye 3aliMa, Kak MpaBuio, NPUHUMaETCS
COTPYAHMKOM nombappa HemepneHHo. [MpoueHTHaA CTaBKa, Haymcnsaemas nombapnom,
Bcerga 6yeT 3HaUMTeNbHO Bbllle NPOLLEHTOB B 6aHKe 1K MO KPpeauTHON KapTe.



Forms of Retail Borrowing from Banks
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Loans Mortgage Loans Overdrafts
- fixed term - fixed term - repayable on demand
- setinterest rate - agreed repayment schedule —variable interest rate
- agreed repayment schedule - secured on the property - no set repayment schedule

- unsecured — unsecured



C 2.2 Credit Cards )‘

Borrowing that is even more flexible than an overdraft is often available through credit
cards. Credit cards are available from banks, as well as specialist providers like Visa and
MasterCard and even through supermarkets, football clubs and charities.

The way a credit card works is that an individual applies for a card and, if successful, is
granted a card with a certain borrowing limit (the credit limit). They can then use the card to
purchase things and with each purchase the amount borrowed will increase. At least part of
the borrowed money needs to be paid off monthly. Generally, the borrowed money that is
not paid off incurs a hefty amount of interest, usually around 20% per annum, so it isa good
idea to pay off all of the borrowed money each month to avoid any interest being charged.

So, credit cards typically have the following characteristics:

e flexible — able to be used up to the credit limit
e atavariable rate of interest, which tends to be expensive
e repaymentsofatleasta minimum amountare required monthly.

C 2.3 Other Sources )‘

For individuals who are somewhat desperate to borrow money - often where the banks
and credit card issuers have already reached the maximum lending available - other
options exist in the form of pawnbrokers and payday loans. To obtain a loan from a
pawnbroker, something of value is required that provides the pawnbroker with some
security. This might be a wedding ring or another valuable piece of jewellery, such as a
watch. The security needs to be something of value (real, sentimental or both) that the
pawnbroker can hold and store until the loan is repaid. The decision on the loan is usually
made immediately by the pawnbroker. Invariably, the interest rate charged on borrowing
from a pawnbroker is much greater than borrowing from a bank or on a credit card.




YnpaxHeHue 1. 3animbi B niombappe



Kak Bbl fymaeTe, noyemy 3aem B nombapae fOporKe ccynbl nnu opepapadta B 6aHKe unu
NONTyYEeHMA 3aeMHbIX CPeCTB Mo KpeauTHOM KapTe?

(BblﬂCHl/lTb OTBea

MuUKpoOKpeanTbl — 3TO 3aliMbl, NO3BONAKWMNE 3aEMLMNKY PaA3XKUTbCA AeHbramMu [Ao
3apnnaTtbl. 3TO oUYeHb goporasa ¢opmMa 3aMMCTBOBAHNA, OAHAKO MNONYYNTb TAKOWN 3aeM Nerko,
KaK NpOAeMOHCTPMPOBAHO B CliefyoWem npumepe.

Mpumep

MwuKpoKkpeauTHaa opraHu3auma npegnaraet r-Hy [. LUopTy BO3MOXHOCTb «3aHATb A0
TbICAYM GYHTOB CTEPANHIOB NPAMO celyac». [1eiCTBUTENBbHO, pPeLleHne O Bbljaye 3aima
NMPUHNMAETCA HeMeAsIeHHO, OfHAaKO 3a CKOpPOCTb npupaetca 3annatutb: 16,80 ¢yHT.
CTEPJIMHIOB 3a KaXAyto COTHIO GYHTOB. YcnoBuA Takxe TpebyioT, utobbl r-H LLlopT noracun
[ONT MPU MONy4vyeHWn crepylowen 3apnnaaTbl, KoTopaa 6ydeT BblfaHa yxe uyepe3 Tpwu

Hepenu. Tak uto 16,8% npuaeTca 3annaTtuTb Bcero 3a 21 AeHb, UTO COCTaBnAeT nopAaaka
292% ropgoBbix!

M3-3a npoTecta 06WECTBEHHOCTM MPOTUB BbLICOKMX CTAaBOK B HEKOTOPbIX CTpaHax,
Hanpumep B BennkobputaHum, perynupyolme opraHbl BBEIN MAaKCMMaNbHYO BENNUYUNHY
BO3MOXHOW NpoueHTHON cTaBkn. C AHBapsA 2015 rofa MUKPOKpeAUTHble opraHu3ayunu,
paboTatowmne B BennkobputaHmm, He MoryT Hauncnatb 6onee 0,8% B A€HD.

Ecnu CyMMnpoBaTb, 3aliMbl B n0M6app,ax N MNKPOKPEOANTHbLIX OpPraHn3alnax:

®  JIerko nosyuynTb — pelleHne, Kak NpaBuio, NpUHNMaeTcs HemeaeHHO

e 006X0AATCA AOPOro NO CPpaBHEHUIO C ApYrnMn GopmMamm 3aMMCTBOBaAHNI

e B Cyyae c nfombapaamn — npu noraweHun pgonra nombapp o6A3aH BEPHYTb Belyb,
OCTaBJIEHHYIO B KauecTBe 3aora

e B CJlyyae C MUKpOKpeaTamMu — CpeacTBa NpefocCTaBATCA Ha OUeHb KOPOTKUIN CPOK;
MOracuUTb JONT HYXXKHO NPW CnegyoLemM NoyYeHUn 3apnnaTbl.
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KpepunTHble KapTbl

- rMbKocCTb

— MeHALWAaACA NPOLEeHTHaA
CTaBKa

- Tpebyemas MMHUMarnbHasn
CYMMa noraweHnn Ka)kablia
mecsL

- 6e3 obecneueHus

Opyrune ¢opMbl 3aMMCTBOBaHWN I

l N
20

Nomb6apabi

&

MukpoKpeguTbl

-~ Heob6X0OVIMO OCTaBWTb B 3a50T
LIeHHYI0 Belb (BeLyn)

- pelleHne NPUHUMAETCA Cpasy

— 3aeMLUUNK AOKEH UMETb
paboty

- norauweHue B gaty

- OPOroBM3Ha cnegytouleii 3apnnatbl

- pelueHne NPUHNMAETCS
cpazy

- OPOroBK3Ha



Exercise 1 - Pawnbroker Loans



Why do you think a loan from the pawnbroker is more expensive than a loan or overdraft
from a bank, or borrowing on a credit card?

@eveal answea

Payday loans are marketed as loans that enable the borrower to get hold of cash before the
next time they are paid by their employer. They are a very expensive form of borrowing,
but the offeris a very simple one, as shown in the example below.

Example

A payday loan provider offers Mr D Short the ability to ‘borrow up to £1,000 now'. It is true
that the lender will make an immediate decision, but the bad news is that the loan also
comes at a cost: '£16.80 per £100°. The terms also require repayment at Mr Short’s next
pay date, which is only three weeks away. So the cost of borrowing is 16.8% for a period of
just 21 days, which equates to around 292% per annum!

However, because of a public outcry over the high rates of interest charged, in some
countries, such as the UK, the regulator has imposed a limit on the rate of interest that can

be charged. Since January 2015, UK-based payday lenders can now charge no more than
0.8% per day.

In summary, loans from pawnbrokers and payday loans are:

e easily available - the decisions tend to be made immediately

e relatively very expensive in comparison to other forms of borrowing

e for pawned items, repayment is required to regain possession of the pawned item
from the pawnbroker

e for payday loans, loans are very short-term, with repayment required at the next
payday.



Credit Cards
—flexible
- variable interest rate
- minimum payment required
each month
- unsecured

Other Forms of Borrowing

|
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Pawnbrokers

- requires valuable(s) to be left
as security (pawned)
- immediate decision

- expensive

\W
3

Payday Loans
- borrower needs to be
employed
- repayable on next payday
- immediate decision
- expensive



3. MpoueHTHble CTaBKUN

Llenb o6yueHns

3.1.3 Y3HaTb pa3HuUy mexay HOMUHaNbHOM NPOLEHTHOW CTaBKOW MO 3aumy 1
baKTMyeCcKom rogqoBoON MNPOLEHTHOMN CTAaBKOW

npe,U,OCTaBJ'IFIFI AE€HbIN B3aWlMbl, KpeagnTtop npaktTnyeckn BcCerga Ha4vucndaeTt npoueHTbl.
erp,I/ITOpOM MOXKeT BbICTyNnaTb 6aHK, KOMMNAHNA-SMNTEHT er,El,I/ITHOIh KapTbl WJN [LOa»e

MUKpOKpeanTHas  KomnaHusa. Crnocob6  yKa3aHWA  MPOLEHTHOW  CTaBKM  MOXeT
Ae30PUEHTUPOBATD.

BOT HECKOTbKO BbIMbILLTEHHbIX npmnmepos.



Mpumep
TomM XxouyeT 3aHATb [eHer, YTOObI KYnnTb HOBOW HoyT6yK. OH Hawen yeTrblpe
albTePHATUBHbLIX NCTOYHWNKaA:

1. baHk ABC npepnaraet notpebutenbCcknim KpeguT, MO KOTOPOMy OyayT HauMCNATbCA
10% ropoBbIx, NpoUEeHTbl OyayT 806aBNATbLCA K OCHOBHOM CyMMeE eXKeKBapTanbHO.

2. baHk XYZ npepnaraeTt 3aem, nNo KoTopomy OyayT Haumcnatbca 10% roposblx,
npoueHTbl 6yayT 4O6aBNATHCA K OCHOBHOM CyMMe eXXeMeCAYHO.

3. Tlo kpeauTtHon KapTe MISA 6ypeT exxemecAYHO Haumcnatbea 1%.

4. MukpokpeantHaa opraHusaumAa Payday Loan Company 6ygetr e)XegHeBHO
HauncnAatb 0,8%.

Kakom 13 3Tux NCTOYHMKOB GMHAHCMPOBAHUA ABJIAETCA CAMbIM AeLIeBbIM?

Ha nepBbii B3rnag, ABa nocnegHUX BapunaHTta (KpeguTHaa KapTa U MUKPOKpeauT) MoryT
nokasatbca gewesne, yem 10%, Hauncnaembole 6aHkamm. OgHaKO 4OBOJIbBHO OYEBUAHO, YTO
MUKPOKpeanT ABNAETCA CaMblM AOPOrMmM BapMaHTOM, HECMOTPA Ha TakKMe MasneHbKue
NPOLEHTbI, MOCKONIbKY OHM HAaUNCNAKTCA exXeaHeBHO. MOXKHO 6bICTPO NoACYMTaTb, UTO B
rof NPOoLeHTHaA CTaBKa cocTaBuUT 292% (NOCKONbKY B rofy, Kak NpaBuno, 365 gHen).

AHanornyHoiM obpasom KpeagnTHaa KapTa MISA oka3biBaeTcA JOPOro Mo CPaBHEHMUIO C
npepno-KeHnamu 6aHKOB, XOTA O MUKpOoKpeanTa en ganeko. Oba 6aHka HauncnawT 10%,
a eXeMeCAYHbIN OAVNH MPOLEHT MOXHO ObICTPO nNepeBecTM B ABEHaAuUaTb MPOLEHTOB
roAoBbIX, MOTOMY YTO B rogy ABeHaAuaTb MeCALEB.

Tak uto Tomy octaeTca Bbi6paTb 13 BC nnm XYZ, NOCKONbKY KaKabl ©3 6aHKOB Hauncnaet
10%. B utore nobegutenem ctaHoButca 6aHk ABC. Ero npeanoxeHue gewesne, NOTOMy
YTO NPOLEHTbl HAUYNCNAIOTCA eXXeKBapTanbHO, B TO BpeMA Kak XYZ HauncnaeT NnpoLeHTbl
eXXemeCAYHO. DTO 03HayaeT, YTO OCTATOK NO 3anMy yBennumBaeTca B 6aHke XYZ Kaxabiw
mMecAy, a B 6aHke ABC nuwb pa3 B KBapTan. [poueHTbl HAUNCNAKTCA Ha HeMOTaleHHbIN
OCTaTOK, TakK 4To B 6aHke XYZ npoueHTbl Ha MPOLEHTbl HAUYMCNAKTCA Yaule. ITO
NPOAEMOHCTPUPOBAHO HUXe. [lonycTnum, 4yTo TOM 3aHMMaeT Tbicavy gonnapos. [laBante
NOCMOTPUM, KaK yBENMUYMBAETCA OCTAaTOK MO 3alMy B KaXAoM U3 6AHKOB B TeuyeHwue
NnepBbIX WeCcTn MecAles.



3. Interest Rates

Learning Objective

3.1.3 Know the difference between the quoted interest rate on borrowing and the
effective annual rate of borrowing

When borrowing money, it is normal for the lender to charge interest. The lender might be

a bank, a credit card company or even a payday loan company. The way the interest rate is
disclosed could potentially be rather misleading.

Here are some fictional examples:



Example

Tom is looking to borrow some money to buy a new laptop; he has found four alternative
sources:

1. ABCbankis offering a personal loan that will charge interest at 10% per annum, with
the interest being added to the loan each quarter.

2. XYZ bank is offering a loan that will charge interest at 10% per annum, with the
interest being added to the loan each month.

3. The MISA credit card will charge interest at 1% each month.

4. The Payday Loan Company will charge interest at 0.8% each day.

Which is the cheapest source of finance for Tom?

On a superficial basis, the two lower quotes (the credit card and the payday loan) might
seem cheaper than the 10% quotes from the banks. However, it is pretty clear that the
payday loan is the most expensive despite only quoting 0.8%, because the percentage is
a daily rate. It can immediately be calculated as more like 292% per annum (as there are
365 days most years).

Similarly, but nowhere near as excessively, the MISA credit card looks expensive
compared to the two banks. The banks are both quoting 10%, and a monthly charge of
1% can immediately be thought of as around 12% per annum, as there are 12 months in
each year.

So Tom is left with the choice of ABC or XYZ, each quoting 10%. However, there is a clear
winner here - ABC bank is cheaper because it charges interest every quarter, whereas XYZ
adds it every month. This means that the balance on the loan increases every month at
XYZ bank but only every quarter at ABC bank. Interest is charged on the outstanding
balance, so, in effect, interest is being charged on interest more frequently at XYZ bank.
This is shown below if we assume Tom borrows $1,000 and we look at how the balance on
the loan increasesin the two banks over the first six months.



bank ABC

Exe KBapTalibHad MNPOLUEHTHAA C(TaBKa,

Hauncnaemaa no 3anmy,

— 3TO

rogosas

NpoueHTHaA cTaBka B pa3mepe 10%, pasgeneHHasa Ha yeTbipe KBapTana B rogy = 10%/4 =

2,5%.

OcTaToK Ha Hauyano MNpoueHTbI OcTaToK Ha KOoHel
nepuoga (gonn. CLUA) (monn. CLLA) nepuopga (gonn. CLLUA)
KoHeL nepBoro mecaua 1000,00 - 1000,00
KoHeL BToporo mecsua 1000,00 - 1000,00
KoHeL TpeTbero mecsua 1000,00 25,00 1025,00
KoHeL yeTBepTOro mecaua 1025,00 - 1025,00
KoHel nAToro mecaua 1025,00 - 1025,00
KoHel WwecTtoro mecaua 1025,00 25,625 1050,625




bank XYZ

EXxemecAauyHaa npoueHTHaA CcTaBKa, HaYUMCIAemMaa No 3amMy, — 3TO rogoBas NPoLUeHTHasA
CTaBKa B pa3mepe 10%, pa3geneHHas Ha ABeHaauatb mecaues B rogy = 10%/12 = 0,833%.

OcTaToK Ha Hauano MpoueHTbI OcTaToK Ha KoHel
nepuopa (gonn. CLUA) (monn. CLUA) nepuoga (gonn. CLUA)
KoHel nepBoro mecsaua 1000,00 8,33 1008,33
KoHel BTOpoOro mecaua 1008,33 8,40 1016,73
KoHeL TpeTbero mecsAua 1016,74 8,47 1025,20
KoHel yeTBepTOro mecsaua 1025,21 8,54 1033,74
KoHel natoro mecaua 1033,75 8,61 1042,35
KoHel wectoro mecaua 1042,36 8,68 1051,03




Takum obpa3om, U3 pacyeToB BMAHO, UTO y 6aHka ABC 6onee pgelweBoe npepnoxeHue,
NOCKOJIbKY OCTaTOK MO 3aMMy CNycTA wecTtb Mecaues coctaBndaeT 1050,625 gonn. CWIA, B
TO BpeMms Kak B XYZ octaTok Bbiwe — 1051,03 ponn. CLUA. 310 06ycnoneHo tem, uto ABC
HauMCnAeT NPOLEHTbI peXke (e)KeKBapTalibHO, a He eXXeMeCAYHO, Kak B XYZ).

BoiwenpneeneHHbIn NpuMep AEMOHCTPUPYET, YTO CMOCOO yKa3aHMA MPOLEHTHOWN CTaBKU
MOXeT Ae30PUNEHTUPOBATb N HeoOXxoaMMa 0cobas TWaTeNbHOCTb ANA NPaBUSIbHON OLEHKM.
B XMW3HM Ham Ha noOMOLWb NPUXOJAT perynmpylowmne opraHbl, Tpebywuwme, 4TobbI
KpeanTopbl yKasbiBain MPOLEHTHble CTaBKM Ha COMOCTaBMMOW OcCHOBe. Kak npasuno,
HeoO6XoAMMO YyKa3blBaTb HOMWHANbHYIO MPOLEHTHYI0 CTaBKY B FOAOBOM BblpaXkeHUn C
packpbiTuem TOWM wUnn nHom GopmMbl ¢PpaKTUYECKON FOAOBON NPOLEHTHOMN CTaBKW. [1nA
nony4yeHnin GakTMUYeCKOM roqoBON NPOLLEHTHOW CTaBKK 6epeTca HOMMHAaNbHAA NPOLEHTHAA
CTaBKa U KOPpPEeKTMpyeTCA C y4yeTOM 4acTOTbl HauucieHuA npoueHToB. Ecnn npoueHTbl
HaYNCNATCA pa3 B rod, HOMMHaNbHAaA M ¢aKTuyeckaa rofoBble MPOLEHTHblE CTaBKU
OoAVHaKoBbl. Ecnnm npoueHTbl HauyucnAawTcA vawe OAHOro pasa B rod, Hanpumep,
eXEeKBapTa/ibHO WU exemMecAYyHo, (aKTMyeckaa rogoBad NpPoUeHTHaA cTaBka Oyget
60Nblle HOMUHaNbHOMN.



ABC Bank

The quarterly interest rate that is added to the loan is the annual rate of 10% divided by
the four quartersin the year = 10%/4 = 2.5%.

Opening balance ($) Interest ($) Closing balance ($)
End of month 1 1,000.00 = 1,000.00
End of month 2 1,000.00 - 1,000.00
End of month 3 1,000.00 25.00 1,025.00
End of month 4 1,025.00 - 1,025.00
End of month 5 1,025.00 = 1,025.00
End of month 6 1,025.00 25.625 1,050.625




XYZ Bank

The monthly interest rate that is added to the loan is the annual rate of 10% divided by
the 12 monthsin the year=10%/12 = 0.833%.

Opening balance ($) Interest ($) Closing balance ($)
End of month 1 1,000.00 8.33 1,008.33
End of month 2 1,008.33 8.40 1,016.73
End of month 3 1,016.74 8.47 1,025.20
End of month 4 1,025.21 8.54 1,033.74
End of month 5 1,033.75 8.61 1,042.35
End of month 6 1,042.36 8.68 1,051.03




So, after six months it is clear from the above that ABC bank is cheaper, with a loan balance
of $1,050.625 compared to the larger loan balance of $1,051.03 at XYZ. This is because
ABCis charging interest less frequently (quarterly compared to XYZ’'s monthly).

The above example shows that the way interest is disclosed could be misleading unless
care is taken to make sure everything is taken into account. In reality, the regulatory
authorities help too by requiring lenders to quote rates on a comparable basis. Generally
the quoted rate has to be made available on an annual basis, and some form of effective
annual rate is also disclosed. The effective annual rate takes the quoted rate and adjusts it to
take into account the frequency of interest charges. If the frequency of charging interest is
annually, the quoted rate and the effective annual rate are the same. When interest is
charged more frequently than annually - for example quarterly, or monthly - the effective
annual rate will be greater than the quoted rate.



Hunxe npmneeneHbl HOMWHAJIbHbIE ¥ (I)aKTI/ILIeCKI/Ie rogoBble npoueHTHble CTaBKW AOnA
npeagbiaywero npumepa, 3HAYNTENbHO Yyhnpouwawwne Bbl60p Hanbonee neweBsoro

BapuaHTa.
Mpumep
®dakTnyeckasn
Kpeputop n nogpo6HocTn 3ainma jioMiHIb Had roposas NpoLeHTHasA
P CTaBKa (rogoBbix)
CcTaBKa
baHk ABC — 10% rofoBgblx, exxekBapTanbHO 10% 10,38%
baHk XYZ — 10% ropoBbIX, eXKeMecsA4YHO 10% 10,47%
KpeonTtHasa kapta MISA — 1%, exxemecauHo 12% 12,68%
MuKkpokpeauTHasa opraHusauma Payday Loan
e P ey 292% 1365%
Company — 0,8%, exxelHeBHO




Kak BngHO 13 Tabnuubl, HOMWHaNbHaA CTaBKa B MepecyeTe Ha rof cpa3sy HauyuHaer
NoKa3blBaTb Hanbonee gopormve BapuaHTtbl, B YactTHocTu Payday Loan Company ¢ 292%.
OpHako uMeHHO ¢aKTuyeckasa rogoBad MPOLEHTHaAa CTaBKa MOKa3blBaeT HACKObKO
AOpPOXe MUKPOKpeaAuT Mo CpaBHEHWIO C ApYyrumnm BapuaHTamu — cBbiwe 1360%!
(PakTnueckasa rogoBas NPOLEHTHAA CTaBKa TakXe ABHO MOKa3blBaeT, YTO NpepoKeHune
6aHka ABC aBnaeTcAa cambiM felleBbliM, MOCKOJIbKY, HECMOTPA Ha TO, YTO HOMMHANbHaA
CTaBKa paBHa cTaBKke 6aHKa XYZ, NpOLEeHTbl HAUMCNAIOTCA peXxe.

Ecnu cymmunpoBatb, Npu CpaBHEHUU CTOMMOCTU 3aUMCTBOBaHMA CiegyerT:

® NOCMOTPETb Ha HOMWHAJIbHYIO FOAOBYIO MPOLEHTHYIO CTAaBKY, @ HE Ha KBapTasbHYIO,
MeCAYHYI0, HeAENbHYIO NN AHEBHYIO MPOLEHTHYIO CTaBKY

® MOCMOTPeTb Ha ¢GaKTUUYECKYI TFOLOBYI MPOLEHTHYIO CTaBKy, 4TOObl NpaBUIbHO
CPAaBHUTb pa3Hble BapUaHTbl U YYeCTb BANAHNE YaCTOTbl HAYNC/IEHNA NPOLEHTOB.

( 3.1 PacueT pakTnyeckom rogqoBoi NPoLEeHTHON CTaBKN )‘

Lienb o6yueHuns

3.1.4 YmeTb BblUNCNATb GaKTNUYECKYI0 rOJOBYIO MPOLIEHTHYIO CTaBKY Ha OCHOBe
HOMMWHaNIbHOW CTaBKN N YaCTOTbl HAYNCNEHUA NPOLEHTOB

HomuHanbHaA ropgoBaA NpoOLUEHTHaA CTaBKa MO 3aMMy MOXET CUAbHO OTAMYaTbCA OT
baKTMueCcKom rogqoBON NPOLEHTHOWN CTaBKK, Kak Obl/1I0 MOKa3aHO B Npeabiaywem npumepe.
BoluncneHne ¢akTnyeckom TroAoBOW MPOLEHTHOW CTaBKM Ha OCHOBeE T[OAOBOW
HOMWHAaNbHOWN CTaBKM MOXXHO BbIMOMIHUTb CIeAyoLWwmnm o6pasom.



Below is the detail from the earlier example presented with both annual quoted rates and
effective annual rates, making the cheapest option much more straightforward to isolate.

Example

Lender and detail Quoted rate (pa) Effective annual rate
ABC bank - interest 10% per annum, each quarter 10% 10.38%
XYZ bank - interest 10% per annum, each month 10% 10.47%
MISA credit card - interest at 1% each month 12% 12.68%
Payday Loan Company - interest at 0.8% each day 292% 1,365%




As the table shows, the quoted rate on an annual basis begins to identify the more
expensive options immediately, particularly the Payday Loan Company’s 292%. However,
it is the effective annual rate that shows just how expensive the payday loan is compared
to all of the others at well over 1,360%! The effective annual rate also clearly shows that
the ABC bank option is the cheapest, since, despite having the same quoted rate as XYZ
bank, the interestis charged less frequently.

In summary, when comparing the cost of borrowing, it is sensible to:

e lookatthe annual quoted percentages, rather than quarterly, monthly, weekly or daily
percentages

e ook for the effective annual rates to make a true comparison, including the impact of
how often the interest is charged.

( 3.1 Calculating the Effective Annual Rate )‘

Learning Objective

3.1.4 Be able to calculate the effective annual rate given the quoted rate and frequency
of interest payment

The annual quoted percentage on borrowing can be very different from the effective
annual rate of borrowing, as illustrated in the earlier example. Calculating the effective
annual rate from the annual quoted percentage can be done in the following way.



Mpumep
BepHemca K npepbigywemy npumepy ¢ 3anmom B 6aHke ABC, no KoTopomy

e)XeKBapTasibHO HauncAAlTCA NPOLEeHTbl Ha OCHOBAHUW HOMWHANbHOW MNPOLEHTHOW
ctaBkn 10% rogoBbix.

Lar 1: PaccumMTaeM NpOLEHTHYO CTaBKY, HAUMCISEMYIO B KaXKAbli Mepuoj f4aHHOMo 3aima.

[lpoueHTbl MO 3aMMy HauyUCIAKTCA eXeKBapTaJlbHO, TakK UYTO HauyuciAaemasa KaxKablu
KBapTan NpoueHTHaA CTaBKa paBHAeTcA rogoBon ctaBke 10%, pa3geneHHON Ha 4yeTbipe
(NOCKOMbKY B KaXXAOM rofly Yetbipe KBapTana).

[MpoueHTbl, Hauncnaemble Kaxabin kBaptan = 10% + 4 = 2,5% Kakgblihn KBapTan

War 2: MpeanonoXxum, YTo B Hauane roga NPOU3BOAUTCA 3aMMCTBOBaHME CTa GYHTOB
CTEPNUNHIOB. Bblumcnnm, Kakaa 3af0J/I>KEHHOCTb OyaeT Ha KoHel rofa, MCronb3ya CTaBKy,
BbIUNC/IEHHYI0O B NMepBOM Lware. bygem cumtatb, UTO MPOLEHTbl B TeyeHWe rofa He
BbIM1auMBalOTCA.

OcTatoKk no 3aVIMy Ha Ha4aJjlo roga = Cto (I)yHTOB CTEPJINHIOB.

[MpoueHTbl, HaunucnAemble B KOHUe nepBoro keaptana = 100 x 2,5% = 2,50 ¢yHrT.
CTEePJINHIOB.

OcTaToK MO 3aMMy Ha Hayano BTOPOro KBapTana (byaem cumTtaTb, YTO MPOLEHTbI He
BbinaaumBanmcb) = 100 + 2,50 = 102,50 pyHT. CTepnnHros.

[MpoueHTbl, HaYncnAemble B KOHUe BToporo keapTtana = 102,50 x 2,5% = 2,56 ¢yHT.
CTEP/IVHIOB (C OKpYyrneHnem o neHca).

OcTtaToK MO 3aMMy Ha Hayano TpeTbero KBapTana (bygem cumTaTb, UTO MPOLEHTbI He
BbinaaumBanucb) = 102,50 + 2,56 = 105,06 PpyHT. CTEpNNHIOB.

[MpoueHTbl, Hauncnaemble B KOHUe TpeTbero kKeaprtana = 105,06 x 2,5% = 2,63 ¢yHT.
CTEP/IVHIOB (C OKpyrneHnem o neHca).

OcTaToK NO 3aMMy Ha Hayano 4yeTBepPTOro KBapTana (byaem cumTtaTb, YTO MPOLLEHTbI He
BbinaaumBanucb) = 105,06 + 2,63 = 107,69 PyHT. CTEpPINHIOB.



[MpoueHTbl, HaUncnaemble B KOHUe yeTBepToro kKeaprtana = 107,69 x 2,5% = 2,69 ¢yHT.
CTepPNNHroB (C OKpyrneHnem go neHca).

OcTaToK Mo 3aMmy Ha KoHel roga (byaem cumTatb, UTO MPOLEHTbI He BbIM/TaYNBaNMNCh) =
107,69 + 2,69 = 110,38 GyHT. CTEPANHIOB.

LWar 3: VMicnonb3ya oCcTaTokK Mo 3anmy Ha KOHel nepuopja, pacCinNTaHHbI BO BTOPOM Liare,
BblUMCIMM paKTNUYECKY0 CYMMY NPOLEHTOB, HAUYNCIIEHHbIX 3a rof,.

OcTaToK Ha KOHeL nepuoga MMHYC OCTaTOK Ha Hayano nepuoga = 110,38 - 100,00 = 10,38
GYHT. cTepnnHroB — pakTmuyeckaa Cymma NpoLeHTOB, HAUYNCIIEHHDbIX 3a rog,.

War 4: Boluncnum ¢akTUUYeckylo CYMMY HAUYUCNEHHbIX MPOLEHTOB B MNPOLEHTHOM
OTHOLWEHNM K OCTAaTKy Ha Hayano nepuopa, 4Ytobbl MOoNyunTb PakTUYECKYl FOAOBYIO
NPOLEHTHYIO CTaBKY.

DaKkTnyeckasa cymma NpoOLEHTOB, pa3fesieHHasa Ha OCTaTOK Ha Hayano nepuoga = 10,38 +
100,00 =0,1038.

YMHoXeHHaa Ha 100 gna nonyyeHmA npoueHTHoro BbipaxeHua =0,1038 x 100 = 10,38%.

MpnmeyaHne. OyHT cTepnnHroB (£) COCTOMT M3 CTa NEHCOB, 0OO3HAYaeMbIX KakK «p».
Jonnap CLA ($) cocTouT 13 CTa LEHTOB, 0603HAYAEMbIX KAK «C» UJTN «C»,




Example

Returning to the earlier example of a loan from ABC bank that charges interest each
quarter based on a quoted rate of 10% perannum:

Step 1: Calculate the interest rate charged for each period specified by the loan.

The loan is charged interest quarterly, so the interest rate charged each quarter is the
annual rate of 10% divided by 4 (because there are four quarters in each year).

Interest charged each quarter = 10% + 4 = 2.5% each quarter

Step 2: Assuming a loan of £100 at the start of the year, calculate how much will be owed
at the end of the year using the rate calculated in Step 1 and assuming no interest is paid
during the year.

Starting balance on the loan at the beginning of the year = £100.
Interest charged at the end of the first quarter =100 x 2.5% = £2.50.

Starting balance on the loan at the start of the second quarter (assuming no interest has
been paid) =£100+ £2.50=£102.50.

Interest charged at the end of the second quarter = £102.50 x 2.5% = £2.56 (rounded to
the nearest penny).

Starting balance on the loan at the start of the third quarter (assuming no interest has
been paid) =£102.50 + £2.56 = £105.06.

Interest charged at the end of the third quarter = £105.06 x 2.5% = £2.63 (rounded to the
nearest penny).

Starting balance on the loan at the start of the fourth quarter (assuming no interest has
been paid) = £105.06 + £2.63 = £107.69.

Interest charged at the end of the fourth quarter = £107.69 x 2.5% = £2.69 (rounded to
the nearest penny).

Balance on the loan at the end of the year (assuming no interest has been paid) = £107.69
+£2.69=£110.38.



Step 3: Using the end balance on the loan calculated in Step 2, work out the effective
interest charged for the year.

Ending balance less starting balance = £110.38 - £100.00 = £10.38 effective interest
charged over the year.

Step 4: Express the effective interest charged as a percentage of the starting balance to
give the effective annual rate.

Effective interest divided by starting balance = £10.38 + £100.00 = 0.1038.
Multiplied by 100 to give a percentage = 0.1038 x 100 = 10.38%.

Note: UK sterling (pounds or £) are divided into 100 pence, singular penny, also written 'p’.
US dollars ($) are divided into 100 cents, also written ‘c’ or ‘¢,




YnpaxHeHue 2. PacueTt pakTnyeCcKon rogoBoi NPOLIEHTHOW CTaBKN

| §



Greenboot Bank npepgnaraet 3aem no HOMMHanbHOW cTaBke 2% B mecay (1. e. 24%
rogoBbix). KakoBa ¢pakTmnueckana rogoBas NPoLEeHTHasA CTaBKa?

(BblﬂCHl/lTb OTBea

YToObl HANTN OTBET Ha YNPaXXHEeHME 2, NCNONb3yA NPUBEAEHHbIN Bbile MeToa, HeobxoaMmo
BbIMOMTHUTb ABEHaALUAaTb BblUNC/IEHUW, MOCKOJIbKY MNPOLEHTbl HAUNCIAKTCA KaXkabln MecAl,.
Ecnn HOMMHanbHaA CTaBKa HaunCNAeTCA eXeHefeNnbHO NN eXedHeBHO, NnoTpebytoTca 52
nnun 365 BbiuncneHnn!

K cyactblo, eCTb anbTePHATUBHbLIN METOA, KOTOPbI MOXXHO MPUMEHATb K 6osee yacTbiM
HauncneHnam 6e3 HeobXOAMMOCTU BbIMOMHATL MHOMECTBO pacyeToB. DTOT MeToj
paccMaTpuBaeTCA HMUXe Ha MpumMepe exXekBapTanbHOro HauncneHma 10%.

Mpumep

AnbTepHaTUBHbIN CNOCO6 BbluNCeHNA PpaKTNUECKOW rogoBOIN NPOLIEHTHON CTaBKU:

LWar 1: Paccuntaem NnpOLEHTHYIO CTaBKY, HAUMCNAEMYIO B KaXbli Nepunof JaHHOrO 3aMMma.
Nmeetca 10% ronoBbiX, HauncnAemblx exekBapTanbHo. [loCcKoNbKy B rogy u4eTtbipe
KBapTana, ctaBka coctaBnsaeT 10/4 = 2,5% exxekBapTanbHO

LWar 2: Boipa3um CcTaBKy, NONyYeHHYI0 B NMEPBOM LLAre, Kak AeCATUYHYO Apo6b, pa3genms
ee Ha 100.

2,5/100 =0,025.

War 3: [lo6aBuMm 1 K pe3ynbTaTty, NONYyYEHHOMY B LIAre 2, 1 YMHOXNM CYyMMYy caMy Ha cebs
CTOJIbKO pa3, CKOJNIbKO pa3 6yayT HauMCneHbl NPOLEHTbI B TeYeHme roga.

1+ 0,025 =1,025.

1,025, yMHO)XeHHOe Ha cebsa uyeTbipe pa3a (MOCKOJIbKY MPOLEHTbl HAYNCNAKTCA

e)XeKBapTasibHO) = 1,0254 =1,1038.

lMpumeyaHwue. 1,0254 (1,025 «B yeTBEpTON CTEMEHU») — 3TO aNibTEPHATUBHbIN CNOCOO
BblpaxkeHnAa 1,025 x 1,025 x 1,025 x 1,025.

LWar 4: Bboiutem 1 mn3 pesynbraTta, MNojyyeHHOro B wWware 3, U Bbipa3nm pesynbrtaTr B
npoueHTax, yMHOXuB ero Ha 100.

1,1038 -1=0,1038

0,1038x100=10,38%

YnpaxkHeHue 3. BbluncneHune ¢pakTnueckom rogoBoii NPOLEHTHOWN CTaBKI C MOMOLUbIO
anbTepHaTUBHOro MeToAa



Nt



MonpobynTte BbIMUCAUTL GAKTUYECKYID TOAOBYID MPOLEHTHYIO CTaBKY AnA 3aima
Greenboot Bank, no koTtopomy 6aHK Hauncnser 2% eXeMeCAYHO, WCMosb3yA

anbTepPHATUBHBIN CNOCO6 pacyerTa.

(BblﬂCHl/lTb OTBEB




Exercise 2 — Calculating the Effective Annual Rate
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Greenboot Bank is offering a loan at a quoted rate of 2% per month (that's 24% per
annum). What is the effective annual rate?

@eveal answea

Using the approach detailed above to answer Exercise 2 is quite a task when the interest is
charged to the account each month, needing a total of 12 calculations. Imagine if the
quoted rate were charged on a weekly or daily basis — that would mean 52 or 365
calculations!

Thankfully there is an alternative approach that can handle more frequent charges without
the need to perform multiple calculations. This alternative approach is detailed below using
the earlier example of 10% charged quarterly.

Example

Alternative approach to calculating the effective annual rate:

Step 1: Calculate the interest rate charged for each period specified by the loan.

This is 10% per annum, charged quarterly. Since there are four quarters in a year the rate is
10/4 = 2.5% each quarter.

Step 2: Express the rate from Step 1 as a decimal, by dividing it by 100.

2.5/100is0.025.

Step 3: Add the number 1 to the result from Step 2 and multiply it by itself by the number
of times interest will be charged over the year.

1+ 0.025=1.025.

1.025 multiplied by itself four times (since interest is charged quarterly) = 1.025% = 1.1038.

Note: 1.025% (1.025 ‘to the power of 4') is another way of expressing 1.025 x 1.025 x 1.025
x 1.025.

Step 4: Deduct 1 from the result of Step 3 and express the result as a percentage by
multiplying it by 100.

1.1038-1=0.1038

0.1038 x 100 = 10.38%.

Exercise 3 - Effective Annual Rate Calculation Using an Alternative Approach



Nt



Please try to calculate the effective annual rate for Greenboot Bank’s loan that charges 2%
each month using the alternative approach.

@eveal answea




4. ObecneyeHHble N HeobecrneYyeHHble

3aiMbl

Lienb o6yueHuns

3.1.5 Y3HaTb pa3Huuy mexay obecneyeHHbIMU U Heobecne-4yeHHbIMN 3aiMaMM

PaHee B gaHHOW rnase (B pa3gene 2) paccMaTpuUBanmcCb MCTOYHNKN 3aMMCTBOBaAHNA, ABa U3
KOTOpbIX Oblnn onpepeneHbl Kak obecrneyeHHble 3ambl. [lpn obecneyeHHOM 3anme
Kpeautop MmeeT NpaBo 3abpaTb UTO-TO, NpMHagnexaliee 3aeMwWuKy, ecin 3aeMWmK
HapyLwaeT yC10BUA 3aiMa. DTO TakXKe Ha3blBaeTCA «<u3bATnEM obecrneyeHns».

Hanbonee oueBmgHbIM Npumepom obecneyeHHOro 3aMma ABMAETCA MosyyeHue 3arma
dbn3nyecknm NMUOM Ha MOKYMKY AOMa — WNOTEeYHbIN KpeauT. Kak npaBuno, Kpegntop
OUEeHMBAET CTOUMOCTb MpuobpeTaeMoln HeagBUXMMOCTU, MPEeXAe UYeM BblAaTb 3aem, U
OrpaHMBaeT pa3sMep 3alma 4acTblo 3TON cymmbl. O60OCHOBaHME TakOro nogxofa nydue
BCEro NpounnalCcTpupoBaTb Ha Npumepe.

Mpumep

Ixxenp npunobpetaeT HEABMXMMOCTb CTOMMOCTbio 250 TbicAu pgonnapoB. baHk
cornawaeTca C TaKou OLEeHKON 1 rOTOB NpeAocTaBUTb B3anMbl 80% 3Ton ctoumocTu. Ecnn
I>xenp He 6ygeT Npou3BOAUTb Tpebyemble nnatexu, 6aHK MOXKeT NUWNTb ee Mnpasa
COOCTBEHHOCTY Ha XWJibe, YUTOObI BO3MECTUTb NPMUYUMTAOLWNECA EMY CPEACTBA.

Kpeauntopsbl, Hanpumep 6aHKK, TpebyloT obecneyeHna B Gopme HeaBUMXKUMOCTU, YTOObI B
cnyyae GMHAHCOBBLIX Mpobnem y 3aemMwmka MOXKHO Oblio B3ATb 3TY HEABUMXXUMOCTb U
npopatb ee. A MOCKOJNbKY B3aliMbl NMPefoCTaBNAETCA TONIbKO 4YacTb ctommoctn (80% B
BblleNpPUBeAEeHHOM Npumepe), 6aHK 3aCTpaxoBaH OT CHUXKEHUA CTOMMOCTUN COOCTBEHHOCTM.
MockoNbKy 3aemM ABNAETCA MeHee PUCKOBaHHbIM AnAa 6aHka OGnarogapa Hanuuuio
obecneveHnn, OH TakKe Oka3blBaeTcs 6onee geweBbIM ANA 3aeMLLY UK.

YnpaxxHeHue 4. CrouMocTb obecneueHunn ansa 6aHka






HackonbKo cuibHO AONXHA CHU3UTbCA CTOMMOCTb NpuobpeTtaemoro [xena goma, npexae
yem 6aHK OKaXeTcAa He 3aluLLeH?

CBbIﬂCHI/ITb OTBEB

ObecneyeHne NCNoNb3yeTCA He TONbKO B MMNOTEYHbIX KpeauTax. PaHee mbl paccmaTpuBanu
nombappabl, KOTopble Takxe npepgnaratoT ¢opmy obecneyeHHoOro 3amma. Kpome TOTO,
KOMNaHWK, >Kenawwme 3aHATb [eHer, Kak npaBuno, MOTyT CHU3UTb CTOMMOCTb
3aMMCTBOBaHNA, NPeaSIOXKNB B KauyecTBe obecneyeHns Kakme-nnbo cBOM aKTMBbl. AKTUBDI
KOMMaHNM MOTYT BKNOYATb 3eMeJIbHbIE YYACTKN U CTPOEHUSA.

Ecnn 3aem He npepycmaTpuBaeT obecneyeHuns, OH Ha3biBaeTcA HeobecneuyeHHbIM. Kak
npaBuno, HeobecneyeHHble 3aliMbl fOpPOXe obecneyvyeHHbIX, MOCKOJNIbKY PUCK KpeauTopa
BblLIE.



4, Secured and Unsecured Borrowing

Learning Objective

3.1.5 Know the difference between secured and unsecured borrowing

Earlier in this chapter (in Section 2),a number of sources of borrowing were encountered of
which two in particular were identified as secured borrowing. Secured borrowing is where
the lender has the right to take something that belongs to the borrower if the borrower
fails to meet the terms of the loan. This is also known as the lender ‘taking security’.

The most obvious example of secured borrowing is when an individual raises a loan to buy
a home - a mortgage. It is normal for the lender to assess the value of the property being
purchased before granting the loan, and to restrict the loan to a percentage of that value.
The rationale is best illustrated by looking at an example.

Example

Jade is buying a property that will cost her $250,000. The bank has agreed the value to be
$250,000 and is willing to lend 80% of the value to Jade. In the event of Jade failing to
make the required payments, the bank has the right to take ownership of the property in
order to recoup the money owed.

The reason that lenders such as banks want the security of the property is that, in the event
of financial hardship for the borrower, the bank can take and sell the property if it needs to
and, since it has only loaned a proportion of the value (80% in the above example), the
bank has a reasonable safety net against property prices falling. Of course, since it is a safer
loan for the bank because of the security, it is also a cheaper loan for the borrower.

Exercise 4 — The Value of a Bank’s Security






How much must the value of the house Jade is buying fall, before the bank has no
security?

@eveal answea

It is not only mortgage loans that are secured. We encountered pawnbrokers earlier that
also provide a form of secured loan. Furthermore, companies that need to borrow money
generally may be able to borrow more cheaply by offering some of their assets as security.
The company’s assets mightinclude land and buildings.

If a loan is not secured, it is described as unsecured. Generally, unsecured loans are more
expensive than secured loans because the risk to the lender is greater.



5. OTHOCMTEeNnbHaA CTOMMMOCTb 3a€MHbIX

cpeacTB

Lienb o6yueHuns

3.1.6 Y3HaTb, Kakue TUMbl 3aMMCTBOBAHUN, CKOpee BCero, OKaxXytca Jopormmm

(nombapabl, MUKPOKPEANTbI, KpeanTHbIE KapTbl, 0BepApadTbl, HeobecneyeHHble
KpeauTbl) N feweBbiMn (06ecneyeHHble KpeanTbl, HANPUMEP, UMOTEYHbIe
KpeauThbl)

B npenbiaywnx pasgesniax KpaTtko paccMmatprBariaCb OTHOCUTEJIbHAA CTOMMOCTb Pa3/INYHbIX

dopMm 3ammcTBOBaHMA. B cnegyrowem ynpaKHEHUM Mbl PaCCMOTPUM 3TY CTOMMOCTb bonee
nogpo6Ho.

YnpaxkHeHue 5. Kakasa ¢opma 3aeMHbIX CpeAcCTB ABNAETCA Hanbonee fgelueBoin?




Monpobynte COCTaBUTb CMUCOK 3aMMOB, MOJIYYEHHbIX pPa3ANYHbIMKA  GU3NYECKUMU
nMLaMn, HayaB C CaMOro AeLeBOro 1 3aKOHYNB CaMbiM JOPOTUM.

MonoxeHune
B cnucke (1

UCTOYHUNK 3aeMHbIX CPeacTB = camblii

AeLeBbin, 6
= cambIn
Aoporoi)

lper oyeHb HyXAaeTcA B AeHbrax, OH yXe mncuyepnan 601bWNHCTBO NCTOYHNKOB, K TOMY XKe He
nmeet pabotbl. EMy yaaetca Hantm nombappg, rae eMy rotoBbl AaTb ABE TbiCAYM JONNAPOB, HO
OH [ONXeH OCTaBUTb B 3aN10r 06pyyanbHOe KOMbLO CBOE XEHbI.

AapoH MMeeT XOpPOLLO ofnslayrBaemyto paboTty B opuce v HaKONUA AOCTATOUYHYIO CYMMY, UTOObI
BHecTn 10%-11 3an0r 3a KBapTUPY CTOMMOCTbIO ABECTU TbicAY JonnapoB. OcCTaBLYOCA YacTb
CTOMMOCTY NpefocTaBUT 6aHK B popmMe MNOTEUYHOrO KpeauTa.

Mapusa NpoOXoAauT CTaXUPOBKY B afABOKATCKOW GMpPMe U TONbKO UTO CHAMla CBOIK MepBYIO
KBapTupy. K coxaneHuio, B KBapTUpe HeT CTUpanbHOM MallnHbl, 1 Mapua obpatunacb B 6aHK
3a Heobecne4yeHHbIM KpeauToM B pasMepe TbiCAUYM [ONNAPOB Ha MOKYMNKYy M YCTAHOBKY
CTUPaNbHOWM MaLl MHbI.

dnne 25 net, oHa OYeHb odapeHHbIN My3blkaHT. OHa camo3aHATOe NWUO W, KaK MpaBwuno,
ocobeHHO 3arpykeHa paboTon 3UmoOWN, Korga wurpaeTt B TeaTpasibHbIX opKecTpax. YTobbl
KOMMNEeHCUPOBaTb CE30HHbIN XapaKTep CBOMX [JOXOAOB, OHa porosopunacb B OaHke 06
oBepapadTe Ha cymmy 1500 gonnapos.

KeBrHY TpuauaTb NeT, OH CTPEMUTCA CTaTb M3BECTHbIM Augxxeem. OH perynapHo BbiCTyrnaeT B
HOYHOM Knybe B cBoeM ropopge. Ytobbl NOBLICUTb NPUBNEKATENbHOCTb CBOUX BbICTYMEHUN,
KeBVH HamepeH npnobpecT HOBoe 060pPyAOBaHNE, KOTOPOe CTOUT nopsaka 1200 gonnapos.
KeBWH cunTaeT, 4To Nyyuwle BCEro NUCMoNb30BaTb AjA NOKYNKN KpeauTHYyto KapTy. OH HageeTcs,
UTO CMOXET MOSTHOCTbIO MOracUTb AONT B TeUEHUE Clefytouero nonyroga.

Y [I>koHaTaHa ecTb paboTa, ogHAaKO OH HAaXOAUTCA B CIIOXHOM GUHAHCOBOM MOJIOXKEHUW 13-3a
no6BN K AOPOrocTOAWMUM MyTewecTBuAM. EMy yXe npakTMyecKn HEBO3MOXKHO 3aHATb elje
peHer B 6aHKe unu no KpeauTHon KapTte. OH pewwun 3aHATb NATbCOT AONNAPOB B ¢dopme
MUKPOKPEeANTa, KOTOPbIi 06NerynT ero nojoXeHue Ao cieaylowein 3apniaTtbl, KOTOPYK OH
NnoslyumT yepes ABe Hegenu.

(BblﬂCHl/lTb OTBE'D




5. The Relative Cost of Borrowing

Learning Objective

3.1.6 Know what types of borrowing are likely to be relatively expensive -
pawnbrokers/payday loans, credit cards, overdrafts, unsecured loans; and cheaper
— secured loans, eg, mortgages

The previous sections have highlighted the relative costs of various forms of borrowing.
The following exercise will explore and reinforce these costs further.

Exercise 5 — Which Form of Borrowing is Cheapest?




Try to rank the borrowing taken by the various individuals from the cheapest to the most
expensive.

Ranking (1

Borrowing source cheapest,

6 = most
expensive)

Greg is in great need of cash, having exhausted most sources and being unemployed. He
manages to find a pawnbroker willing to lend him $2,000, but he has to deposit his wife's
wedding ring with the pawnbroker.

Aaron is a reasonably well-paid office worker who has saved up enough cash to enable him to
pay 10% of the purchase price of a $200,000 flat. The remainder will come from a bank in the
form of a mortgage loan.

Maria is a trainee solicitor and has just rented her first flat. Unfortunately, the flat is lacking a
washing machine and Maria is borrowing $1,000 in the form of an unsecured loan from a bank
to enable her to buy a washing machine and have it plumbed in.

Ella is 25 years old and is a very capable musician. She is self-employed and tends to be
particularly busy in the winter season in theatre orchestras. To cover the seasonal nature of her
earnings, she has arranged a $1,500 overdraft facility with her bank.

Kevin is 30 and is trying very hard to establish a business as a DJ. He has a regular slot at a
nightclub in his local town, and in order to widen his appeal he is planning to purchase some
new equipment that will cost around $1,200. Kevin decides that the best way to fund the
purchase is to buy the equipment on his credit card, which he hopes he will be in a position to
repay in full in six months or so.

Jonathan is employed, but has got himself into a financial mess with his love of expensive
holidays. He is finding it very difficult to get any more borrowing from his bank or his credit
card providers. He has decided to borrow $500 in the form of a payday loan that will cover him
until he gets paid in two weeks.

@eveal answea




Kak npaBumno, 3aHumatb pgeHbrn 6e3 obecneyeHMA OKas3blBaeTCA [OPOXKe, UYeM C
obecneveHnem. MnoTeuHbln KpeauT Bcerga OyaeT MMeTb MeHbLWY CTaBKy, Yem
HeobecneyeHHbln 3aem. [lpnunHOM ABNAETCA BCE TOT »Ke MNPUHLMN puUCKa U
BO3HarpaxgeHua: obecrneyeHmne 3almwaeT KpeanTopa n CHUXKaeT puck. Ecnm puck meHblue,
KpeanTop cornaceH Ha MeHbllee BO3HarpaxgeHue.

6. /lHBeCTULIMOHHDbIE 6aHKN

Llenb o6yueHns

3.1.7 Y3HaTb, YTO MHBECTULNOHHbIE BAHKM MOMOraloT KOMNAaHUAM NPUBEKaTb CPeACcTBa
N paloT peKkoMeHaauum no ctpateruu, Hanpmmep No Bonpocam CINAHUN 1
NOrnoWeHNn

Mbl yacTo ynomuHanu o 6aHKax B nepBbix ABYX rnaBax. OgHaKo Mbl elle He TOBOPUIN O ABYX
0Co6bIX TNax 6aHKOB — MHBECTULMOHHDbIX GaHKaX 11 LIeHTpaJibHbIX 6aHKaXx.

NHBECTULMOHHbIE BaHKM OTNMYaAOTCA OT 6AHKOB, MPUHUMAKOLWNX [EMNO3UTbI, KOTOPbIE MbI
0O cux nop paccmatpuanu. OHM cneumanmsmpyloTca B 06nacTn, KOTOPYK MPUHATO
Ha3blBaTb «NpuWBAeYEeHNe KanuTana», 0cobeHHO 6onbwrx 06BEMOB 3aeMHOro KanuTana,
HauMHaA C NATU MUATIMOHOB GYHTOB 1 BNAOTb A0 CTa MuAnmnapaos ¢yHToB. Kanntan — 3710
[ONTOCPOYHOE PMHAHCMPOBAHME, B KOTOPOM HYXAAIOTCA KOMMNAHMUW U MHOTMe rocygapcrsa.
YnpolueHHo, oH umeeT aBe GopMbl — COOCTBEHHDBIN 1 3aeMHbIN (06nUraunm nnn 3anmbl).

Korga KomnaHus xouyeT npuBfiiedb AONroCpoYHoe GMHAHCMPOBaHME, OHa ObpallaeTca B
MHBECTULMOHHBIN 6aHK 3a KOHCynbTaunen. MHBeCTULNOHHbIN B6aHK MOXeT NOoCOBETOBATb
BblOpaTb COOCTBEHHDIN KannTas, 3aeMHbI KanuTan Uian coueTaHne aAByx 3Tnux Gpopm.

Korga KomnaHusa OKOHYaTeslbHO onpepenunacb, MHBECTULMOHHbIA 6GaHK ocywecTBnseT
3alyMaHHOe (<MCMOMHAET cAeNKy», Kak rOBOPAT Ha PblHKE), NOArOTaBANBAA JOKYMEHTbI U
aosoaA MHGOPMaLIMI0 O BO3MOXKHOW caenKke A0 cBefeHUA NOTEHLMaNbHbIX UHBECTOPOB.

Kpome nomouwn B NpuBAEeUYEHUN KanuTana, UHBECTULMOHHbIE GAHKN TaKXKe 3aHMMaKTCA
omaHuaMn 1 nornoweHnamm (M&A). B 3TomM cnyyae WMHBECTUUMOHHble 6GaHKM JatoT
KOMMAHMSM COBEeTbl OTHOCUTENIbHO WX CTpaTerun BeaeHus OW3Heca, B 4acCTHOCTH,
YyKa3blBalOT Ha BO3MOXHOCTU pOCTa KOMMNaHNM NYTEM NOKYNKM APYTMX KOMMNAHWUNA.



Cne,qyrou.wuh npmnmMmep ABNAeTCA BbiIMbILWIEHHDIM, OAHAKO UNNIKOCTPUPYET TUNMNYHbIE BUAbI
pneAaATenbHOCTN NHBECTULMOHHOTIO 6aHKa



It is generally cheaper to borrow on a secured basis than on an unsecured basis. A bank will
invariably offer mortgage loans at a lower interest rate than an unsecured loan to the same
borrower. This ties back to the idea of risk and reward - for the lender, secured borrowing
provides a safety net, so there is less risk. If there is less risk, the lender will accept less
reward.

6. Investment Banks

Learning Objective

3.1.7 Know that investment banks help companies to raise money and advise them on
strategy, eg, mergers and acquisitions

Banks have been repeatedly mentioned in the first two chapters. However, two types of
banks have not yet been expanded upon - investment banks and central banks.

Investment banks are not like the deposit-taking banks encountered so far. They are
specialists in what is commonly referred to as ‘capital-raising’, and particularly in large-scale
capital-raising, starting at around £5 million and upwards to around £100 billion. Capital is
long-term finance and is required by companies and many governments. Broadly, it comes
in two forms — equity and debt (bonds or loans). So, when a company is looking to raise
long-term finance, it will go to an investment bank for advice. The investment bank might
recommend equity, it may recommend debt or perhaps a combination of both.

Presuming the company elects to go ahead, the investment bank will make it happen -
‘executing the deal’ in the jargon of the markets — by putting together the required
paperwork and marketing the deal to potential investors.

In addition to helping organisations raise capital, another major line of business for
investment banks is mergers and acquisitions (M&A). This is where investment banks advise
companies on their business strategy, in particular on how the companies can grow by
buying other businesses.

The following example is fictional, but illustrates the typical activities of an investment
bank:



Mpumep

Razak inc yXe sABnAeTca KpynHbIM MeXAYHAaPOAHbIM WIPOKOM, npepsaralwmm
TexHonoruwo ana cMapTPoHoB. Razak obpawaetrca B MHBeCTULMOHHbIN 6aHK Coldman
Jones 3a coBetom. Cneynannctbl 6aHKa NO CAMAHUAM W MNOTNOWEHNAM PEKOMEHAYIOT
Razak npuobpectn mMenkyo KOHKYPUPYOLWYH KOMMAAHWIO, YTOObl BbINTU Ha AMOHCKUN
pblHOK. CTOMMOCTb ANOHCKOM KOMMaHNM COCTaBUT NopAaKa CTa MUAJIMOHOB A0J11apoB.

Razak HyXHbl cpepcTtBa pAanAa >3Toro npuobpeTteHUAa U, ONATb e, NO COBeTYy
MHBECTULNOHHOTO 0OaHKa, KomnaHuA npuberaetr Kk ycnyram Coldman Jones panA
nprBneyYeHnAa Heo6XoANMOWM CyMMbl MyTeM NPOAaXKu obnnraynii MHBECToOpPaM.

B BbiwenpnBegeHHOM NpUMepe MHBECTULMOHHbIN GaHK pekoMeHpoBan Razak npusneub
cpeAcTBa nyTem 3aMMCTBOBaHMA. Kak npaBuio, 3TO Ha3blBaeTCA 3aeMHbIM KanuTanom,
KOTOPbIA NpUBNEKAeTCA NyTeM MOAyyYeHUA 3aMMa OT GaHKa unum npojaxu obnuraynn
nHBectopam. Bolbop mexay 3anmamm 1 obnuraymAmMmM 4acto 3aBMCUT OT TOTO, HAaCKOJIbKO
OXOTHO BbIAAT 3aMbl 6aHKK. Korpga y 6aHKOB M36bITOYHOE KONIMYECTBO CPeAcTB, OHU, Kak
NPaBuUI0, OXOTHO KPeanUTYIOT KOMMAaHMK NOJ4 BbirogHble npoueHTbl. Korga 6aHKn He ropAar
XKenaHvem NpefoCTaBATb KPeauTbl, Y KOMNAHU NPaKTUYeCKnN He oCTaeTcA BbIbopa, Kpome
KaK BbIMYCTUTb 06nunraumnm.

AnbTepHaTnBON ABNAETCA COOCTBEHHbIN KanuTan, T. e. BbiNyCcK akuyuin. [laBanTe KpaTko
paccMOTPUM, MPU KaKUxX YCoBuAX bonee npeanoyTUTENbHbIM CNOCOOOM MpuBeYeHunn
KanuTana MoryT CUMTaTbCA 3aeMHble CPeACTBa, a NPU KaKUX — COOCTBEHHbIN KanuTtan. TyT
HeT 4YyeTKOro npaBuna, peleHne MPUHUMAETCA CyObEKTMBHO, OOHAKO MNPW HEKOTOPbIX
YyC/IOBMAX 3aeMHble CpeCTBa OKa3biBalOTCA 6osee npeanouTUTENbHbIMM.

e Ecnn KomnaHuMA NpuBReKaeT CPeAcTBa AnA NMOKYNKM aKTWBa, KOTOPbIA MOXHO Nerko
NpofjaTb, TO 3aeMHble CpeacTBa MOTyT 6bITb 60osiee NpeAnoUYTUTENbHBIM BapUAHTOM,
MOCKOJIbKY MpuobpeTaemMblii akTUB MOXKHO WMCMOSb30BaTb B KayecTBe obecrnevyeHus
3aima. [Moxanyin, Hambonee ouyeBUAHbBIM MPUMEPOM TaKOro cuUeHapuAa ABNAeTCA
HeABUXKMMOe UMyLLecTBO. Kak NpaBuno, oHO coxpaHaeT 60JbLUY0 YacTb UKW NOJTHYIO
CTOMMOCTb, 1 €r0 OTHOCMTENIbHO SIerKO NMPoAaTh, YTOObI NoracuTb fonr. Kpome T0ro,
NPU Heo6XOAMMOCTM HEeABUXUMOCTb MOXHO chaBaTb, UTOObl Mofy4yaTb CpeAcTBa,
KOTOpPble MOXHO HaNpPaBUTb Ha NOrawleHne NPOLLEHTOB MO 3alMy.

e VM Haob6opoT, Korga puHaHCMpOBaAHNE NPUBEKAETCA AN NOKYNKN 6onee pUCKOBAHHbIX
Mo CBOEMY XapaKTepy akTUBOB (Hanpumep, bapMaueBTMYecKana KOMNAHNA NPUBNeKaeT
KanuTan Afis noucka nekapcrBa OT paka), 60o5iee NOrMYyHbiIM BapuMaHTOM ABNAETCS



co6CTBEHHbI KanuTan. Pe3ynbTaTbl WCCIefoOBaHUA HEW3BECTHbl, €Cnn MOUCKU
OKaXyTca 6e3pe3ynbTaTHbIMK, KOMMaHWM MOXeT OblTb C/OXHO BbIMfauMBaTb
NPOLEHTbl, a 3aTeM BO3BpallaTb OCHOBHYI CymMmy 3aiima. [lpu Mcnonb3oBaHUK
COGCTBEHHOTO KanuTana CpeAcTBa BO3BpalWlaTb HE HYXKHO, a AUBUAEHAbl — 3TO He
NPOLEHTbI, KOMNAHUA He 06513aHa X BbiMa4ynBaTh.

KomnaHnwm npegnoyvynTaloT, 4yTOObI YAaCTb UX KanuTana nmena (I)OpMy 3da€MHbIX CpencTB. anI
noraweHnmm Tekywero 3aMMCcTtBOBaHUA KOMMaAHMA BHOBb 3anmeT dHA/IOTNYHYIO CyMMY. B
3TOM diy4dae COOTHOWEHWNE 3a€MHOIo " COOCTBEHHOTO KanuTana KOMMaHUW OcCTaeTcA
HEeN3MeHHbIM.



Example

Razak inc is already a large global player in technology that supports smartphones. Razak
uses the advice of Coldman Jones, an investment bank. Coldman’s M&A team
recommends that Razak should buy a minor competitor company to gain access to the
Japanese market. The Japanese company will cost around $100 million.

The cost of purchase needs to be raised by Razak and, again on the advice of the
investment bank, Razak uses Coldman Jones to raise the required funds by selling bonds
to investors.

In the above example, the investment bank recommended that Razak raise money by
borrowing. This is generally referred to as debt and could have been raised by taking a loan
from a bank or by issuing bonds to investors. The choice of loans or bonds is often a matter
of how much the banks are keen to lend. When banks have plentiful funds, they tend to be
willing and able to lend at competitive interest rates. When the banks are less willing to
lend, companies that want to borrow have little choice other than the bond market.

The alternative is equity, which involves issuing shares. Let’s briefly consider in which
circumstances debt might be considered to be a more appropriate way to raise capital, and
when equity might be more appropriate. There is no hard-and-fast rule - it is ultimately a
matter of judgement - but there are circumstances that make debt more or less
appropriate.

e If the company is raising the finance for something that can easily be sold, then
borrowing might be more appropriate because the asset being purchased can be
used as security against the loan. Property is perhaps the most obvious example for
this. It tends to retain most if not all of its value and can be sold relatively easily to
enable the borrowed money to be repaid. Furthermore, if required, property can be
rented out to generate funds that might cover the interest on the money borrowed.

e By contrast, when finance is being raised for items that are more inherently risky, such
as a pharmaceuticals company raising capital to research a potential cure for cancer,
equity tends to be the more logical choice. The outcome of the research is uncertain,
and, if it does not work out, paying interest and then repaying the money may
become difficult for the borrowing company. By raising equity, there is no obligation
to repay, and dividends on equity are unlike interest, in that there is no requirement to
pay dividends at all.



Companies choose to have a particular proportion of their capital in the form of debt and,
when any of the existing debt is repaid, the company will replace it with new debt. This will
mean that the company retains the same proportion of debt capital to equity capital.



YnpaxHeHue 6. filunamo Coum» n Culchester United




AnHamo Coun» - 3TO CTPEMUTENIBHO BbIPOCLINA POCCUNCKNIA XOKKENHDBIN KNyb, KOTOPbIN
CTPEMMUTCA COOTBETCTBOBATb YPOBHIO KOHTUHeHTanbHOM XokkenHon Jiurn (KXJ1). Kny6y
HY>KHbl CpefcTBa (NopAaKa nATnaecATn munnnoHos gonnapos CLUA) ana npusnevyeHus B
KOMaHAY Nyylwnx NrpokoBs. B gaHHbIN MOMEHT Knyb nwet Hanbonee noaxoaawmm cnocob
npuBneyeHna o¢uHaHcMpoBaHuAa. PykoBoactBo knyba «[duHamo Coum» xoteno 6bl
yCnblWwaTh Bawy peKomeHAgaumm no sTomy Bonpocy.

Culchester United — w3BecTHaa OpwuTaHckaAa ¢yTOONbHAA KOMaHAA, TOJIbKO 4TO
Bbllleawaa B BbiCWMA AMBU3NOH. Ha aaHHbIM MmoMmeHT Culchester United genut none c
APYron NOHAOHCKOW KOMaHAOW. Y Knyba eCTb yyaCTOK 3eMnu B 3anagHom JIoHZOHe u
pa3speleHne Ha CTPOUTENbCTBO. B nnaHax ctponTenbCTBO COO6CTBEHHOrO PyTOONBHOIO
CTaAMOHa, a TakXe Xunnaa 3actponka. Pykosoactey Culchester United Hy>xeH coBeT 0 TOM,
Kak npuBneYyb Heob6XoauMmbll ANA peanusauynm >3TUX MAaHOB Munnunapg ¢QyHToB
CTEPNINHTIOB.

(BblﬂCHl/lTb OTBE'D

NHBeCTULUMOHHbIE 6GaHKM MOryT OblTb U CAaMOCTOATENbHbIMU OPUANYECKUMU NTULLAMM
(Hanbonee apkue npumepbl Morgan Stanley m Goldman Sachs), n nogpasgeneHnamm
FMraHTCKNX GMHAHCOBBIX KOMMNAHUN, TakXe BKOYaWNX KoMMmepUeckmne 6aHKn, Hanpumep
Hemeukun Deutsche Bank unn weenuyapckmne UBS n Credit Suisse.

7. LleHTpanbHble 6aHKN

Lienb o6yueHus

3.1.8 Y3HaTb O pO/IM LeHTpPaNbHbiX 6aHKOB: 6aHKNPbI AN 6AHKOBCKOW CUCTEMbI U
rocyfapcCTBa, a Takxe perynAatopbl (onpegeneHne NnpoLeHTHOW CTaBKK)

LleHTpanbHble 6aHKM JONXHbI ObITb BamM M3BECTHbl XOTA Obl NO Ha3BaHutO: baHk Poccnn -
LeHTpanbHbln 6aHK B Poccuu, baHk AHrnmm B BenmkobputanHum, HaumoHanbHbin baHK
Ka3axcTaHa - ueHTpanbHbin 6aHK Pecnybnunkn KasaxcraH, PegepanbHas pe3epBHaa cMcTema
B CLWA, B EBpone ectb co6CTBEHHbIN EBpONencKknin LeHTpanbHbi 6aHK. DTO Aaneko He
MOJIHbINA CMUCOK, NPAKTUYECKN Ka)Kaasa CTPaHa B MUPE MMeeT COOCTBEHHDLIN LeHTpPasbHbIN
6aHK.



Tak uem e 3aHMMaloTCA LeHTpalibHblE 6aHKn? Ecnu He Y4nTbiBaTb MEJTKNE Pa3JINUnA, OHU
BbIMONHAKT TPU OCHOBHbIE (l)yHKLI,VII/I.



Exercise 6 — Dynamo Sochi and Culchester United




Dynamo Sochi is a Russian hockey club that has grown rapidly and is hoping to finally
reach Kontinental Hockey League (KHL) status. It feels it needs to raise more money
(around $50 million) to attract the best stars to the team and is considering where to get
the finance. Dynamo Sochi wants your advice as to how to raise the money.

Culchester United is a well-established UK football team that has just reached the top
division. The football it plays is very fast and innovative, but it currently shares a ground
with another London team. It owns a site in West London with permission to build, and
wants to construct its own football stadium combined with a residential development.
Culchester United is looking for advice on how to raise the £1 billion that will be required.

@eveal answea

Investment banks are either stand-alone entities, of which some of the more well-known
include Morgan Stanley and Goldman Sachs, or they are divisions of larger financial services
companies that often include commercial banks, such as Deutsche Bank of Germany, or
Switzerland’s UBS and Credit Suisse.

7. Central Banks

Learning Objective

3.1.8 Know the role of central banks: banker to banking system; banker for the
government; regulatory role (interest rate setting)

Central banks should be familiar in name at least — the Bank of Russia is Russia’s central
bank, the Bank of England is the central bank of the UK, the National Bank of Kazakhstan is
Kazakhstan’s central bank, the Federal Reserve is the central bank of the US, and Europe has
its own European Central Bank. This is not a comprehensive list; almost every country in the
world has its own central bank.

What do these central banks do? Despite minor differences in their role, their main
functions are threefold.



Tpu OocHOBHble GYHKLUUW LieHTPaNbHbIX 6aHKOB

Rh B @
BaHKnp ana 6aHKoB S?: A Perynarto
PA > i ynATop

— baHKM umeloT cyeTa B - MHorue LeHTpalbHbIe

LeHTpanbHoM GaHke Bankup anA rocypapcrea BaHKIN perynupyor
- locypapcTBO cobupaet Hanory, [eATeNbHOCTb APYTHX
TPaTWUT cpeacTBa Ha 060pPOoHY, 6aHKoB

coumanbHoe obecrneyeHne - YcTaHaBnmBawT

- MHorue rocyapcTea TakKe MPOLEHTHYI0 CTaBKY
LepaT cpeacTsa B ApYyrmx B COOTBETCTBUU C

BaJlloTax — BaJ/llOTHbIE pe3epBbl MONNTUKOMN rocygapcrea



PaccmMoTpuM Kaxkayto N3 HUX NO oyepean.

B KauectBe 6GaHKupa pnsa 6aHKOB LieHTpaNbHbIA GaHK XPaHUT [EeHEXHble pe3epBbl
pa3nnuHbix 6aHKOB. Korga ognH yenosek, nmetowmnin cyet B Citigroup, BbinucbiBaeT
yeKk Apyromy yenoseky, umerwemy cyet B HSBC, To npu o6HannunBaHnm Yyeka geHbru
nepeBoOAATCA N3 0AHOro 6aHKa B 4PYron yepes Ux cyeTa B LeHTpanbHOM baHKe. Takxke
nepuognyeckn UeHTpanbHble OaHKM  BbliHY»KAEHbl BbICTYNaTb «KpeauTopamu
nocneaHem NHCTaHUUn» anAa 6aHKOB, BPEMEHHO OKa3aBLWMXCA B CTOKHOM GUHAHCOBOM
NONOXKEHNN.

B kauectBe 6GaHKMpa gnA rocygapcrBa LeHTpaNnbHbi 6aHK HakanaMBaeT HaNoroBble
NOCTYN/IeHNA, @ BbIN/aTbl Pa3fIMYHbIM MUHUCTEPCTBAM, HaNpMMep 34PaBOOXPaHEHNA U
060poOHbI, 6yayT NPOM3BOAUTLCA CO CYETOB B LeHTpanbHOM 6aHke. Kpome Toro, B
LeHTpanbHOM 0aHKe XpaHATCA BaJllOTHble pe3epBbl CTpaHbl. bonbWKWHCTBO
LeHTpanbHbIX 6aHKOB BbINMyCKaloT GAHKHOTbI 1 MOHETbI OT UMEHM FOCY[apPCTBa, a TakKe
ynpaBnAwT rocygapCcTBEHHbIM JOITOM.

B ponu perynatopa ueHTpanbHbil 6aHK BbigaeT ©OaHKamM nuUEH3MK, a 3aTem
KOHTPONMpPYeT UX AeATeNbHOCTb. Kpome TOro, 4acto B 006A3aHHOCTW LEHTPaNbHOMo
6aHKa BXOAUT YyCTAHOBMEHME MOAXOAAWEN MNPOLEHTHOM CTaBKM ANA KOHTPONA Hapj
nunaynen.

MuHn-3agaHne

C nomouwbio MMHTepHeTa cobepute 6onblie MHGOPMALUN O AEATENBHOCTU LLEHTPANIbHOTO
6aHKa B Ballew cTpaHe. B yacTtHocTu:

um D W N =

Kak oH Ha3biBaeTcA?

[Oe OH pacnonoXxeH?

Korpa 6bin co3gan?

KTo ero Bo3rnaBnsaeT, u Kako ONbIT 3TOT YeNloBEK MMeeT B GHAHCOBOW chepe?
BoinonHAeT nun ueHTpanbHbl 6aHK cnepyowme GyHKLNN?

a. baHkup gna 6aHkoB

b. baHknp gnarocypgapcrsea

c. Perynatop 6aHkoB




The Three Main Activities of Central Banks

35‘. »
y

A
Banker to the Banks S Regulatory Role
— Banks hold accounts
with the central bank

- Many central banks
Banker for the Government

requlate other banks
- Set interest rates in
accordance with

- The government gathers tax
receipts, spends on defence,
welfare, etc.

- Many governments also hold
money in other currencies —
foreign exchange reserves

government policy



Looking at each function in turn:

As banker to the banks, it is the central bank that holds the cash reserves of the various
banks. When a cheque is drawn from one person’s bank account with Citigroup and
paid into another person’s bank account with HSBC, the money moves across the two
banks via their accounts at the central bank. Central banks also occasionally need to act
as ‘lender of last resort’ to banks that are in temporary financial difficulties.

As banker for the government, the central bank will accumulate the nation’s tax
receipts, and payments to the various government departments, such as health and
defence, will be drawn from accounts in the central bank. As well as holding the
country’s foreign currency reserves, the majority of central banks also issue notes and
coinson behalf of the government and manage the government debt.

In its regulatory role, it is the central bank that licenses banks to operate and
subsequently oversees their activities. Additionally, the central bank often has the
responsibility of setting the appropriate interest rate in order to control inflation.

Mini-Assignment

Use the internet to discover a little more detail about the activities of the central bank
where you are based. In particular:

um D W N =

What is it called?

Where is it located?

How long has it been established?

Who leads the bank and how much financial experience does this person have?
Does it act as any or all of the following?

a. Banker to the banks.

b. Banker for the government.

c. Regulator of the banks.




YnpaxxHeHue 7

Kakon 13 cnepyowmx BapMaHTOB, Kak NPaBUio, MCNOMb3YeTCcAa PO3HUYUYHBbIMUA KIMEHTamMu
A1A 3aMMCTBOBaHWS CPeACTB Ha MOKYMNKY AomMa?

baHKoBCKas ccypa
OBepapadt
NnoTeuHbIn Kpeant
Mwukpokpegnt

QN T o

(BbIﬂCHI/ITb OTBea

YnpaxXHeHve 8

baHkK €XeKBapTaJlbHO HauyundideT Ha 3ae€MHble CpencTBa 10% ropgoBbiXx. Kakoe wns
aleayrowinx yTBepH(,U,EHI/IVI OTHOCUTEJIbHO (I)aKTI/IquKOM rogqoBom I'IpOLI,eHTHOI‘/'I CTaBKW rno
daHHOMY 3a|7||vly ABJIAETCA BeprIM?

a. Ona cocrtaBndaeT 10%

b. OHa 6onble 10%

c. OHa meHble 10%

d. Ee HEBO3MOXHO BblUNCNNTbL 6€3 OMONHUTENBHON MHPOPMaLMW.

(BblﬂCHl/lTb OTBE'D

Ynpa)xHeHvie 9

KakoBa ¢akTnyeckasa rogoBad NpoLeHTHaA CTaBKa A4/1A 3a1iMa, MO KOTOPOMY eXeMeCAYHO
HauncnaetTca 12% rogoBbix?

a. 1%
b. 12%
c. 12,68%
d. 14%

(BblﬂCHl/lTb OTBE'D




YnpaxHeHvie 10

Kakon Bma 6aHKa, Kak NpaBuiO, MOMOraet KOMMaHMAM MpuBNeKaTb CpeactBa W agaet
peKkoOMeHAaununm OTHOCUTENIbHO WX CTpaTernu, BKAKYAA BO3MOXHOCTM CAUAHUA W
nornoweHna?

a. LleHTpanbHbIn 6aHK

b. Kommepuecknin 6aHk

c. KopnopatuBHbiin 6aHK
d. VIHBeCTULMOHHbIN OaHK

(BblilCHlllTb OTBE'D




Exercise 7

Which of the following is typically used by retail customers to borrow money to fund the
purchase of ahome?

Bank loan
Overdraft
Mortgage
Payday loan

Q N T

@eveal answea

Exercise 8

A bank is quoting a rate of borrowing on a loan at 10% annually, charged quarterly. Which
of the following statements is true of the effective annual rate on the loan?

a. ltis10%

b. Itisgreaterthan 10%

c. ltislessthan 10%

d. Itisimpossible to calculate without more information

@eveal answea

Exercise 9

What is the effective annual rate for a loan with interest charged at 12% per annum on a
monthly basis?

1%
12%
12.68%
14%

o nNn oo

@eveal answea




Exercise 10

What type of bank typically specialises in helping companies raise money and advising
them on strategy including M&A opportunities?

a. Central bank

b. Commercial bank
c. Corporate bank

d. Investment bank

@eveal answea




YnpaxHeHve 11
Kakown Bug 6aHKa, Kak NpaBuio, ONUCbiBaeTCA Kak 6aHKup gna 6aHKoB?

LleHTpanbHbIN 6aHK
Kommepueckuin 6aHk
KopnopaTuBHbI 6aHK
NHBECTULMOHHDBIN 6aHK

Q N T

(BblﬂCHl/lTb OTBea




Exercise 11

What type of bank is typically described as the banker to the banks?

Central bank
Commercial bank
Corporate bank
Investment bank

o nNn ooy

@eveal answea




naBa yeTBepTan

AKUunn

1. OcHOBaHUA ANA BbiMyCKa akLun

2. MepBuyHble Ny6nnyHble pa3meweHuns akyui (IPO)
3. MoTeHuManbHaA [OXOAHOCTb aKL

4. MpaBo ronoca akynoHepa

5. Pucku, cBA3aHHbIe C BlaieHeM akunuamu

3TOMy pa3geny nporpammbl Kypca Ha 3K3amMeHe GYAeT nocBALWeH I'IPIII61'IVI3IIITEJ'II>HO 5 n3 30 s3K3aMeHaLMNOHHbIX

BOMNpoOCOB.




Chapter Four

Equities

1. The Reasons for Issuing Shares

2. Initial Public Offerings (IPOs)

3. Potential Returns from Shares

4. Shareholder Voting Rights

5. The Risks Involved in Owning Shares

This syllabus area will provide approximately 5 of the 30 examination questions







% AKunn

JlaHHaa rnaBa nocCBAWEHa COOGCTBEHHOMY KanuTany WM  akumam. Mbl  KpaTKo
paccmaTpuBanu akumm B rnase 2. B 3Ton rnaBe mbl NOBTOPUM yXe CKa3zaHHOEe 1 NpuBedem
6onee nogpobHble cBeAEHMA.

1. OCHOBaHMNA ANA BbiNYCKa aKLN

Llenb 06yueHns

4.1.1 Y3HaTb 06 OCHOBaHUAX A1A BbINMyCKa akLMn: PUHAHCMPOBaHME KOMMNAHUN

B rnaBe 2 Mbl NpMBOANAN BbIMbILWEHHbIN NPpUMep cTapTana noa HasBaHuem CareerComic.






This chapter focuses on equities, which are alternatively referred to as shares or stock.
Equities were briefly introduced in Chapter 2. This chapter will add some further detail as
well as reinforce what has already been covered.

1. The Reasons for Issuing Shares

Learning Objective

4.1.1 Know the reasons for issuing shares (stock) - to finance a company

A fictional example was introduced in Chapter 2 regarding a start-up company called
CareerComic.



Mpumep

Y OBYX MONOAbIX BbIMYCKHNKOB Konnea)ka ectb BenukonenHaa ngea. OHM cumTaloT, uTo
Apyrve BbINYCKHUKN Yy4yebOHbIX 3aBefeHuin Obinu 6bl pagbl NonyymTb JocTyn K 6ase
AOCTYMHbIX BaKaHCUW, KOTOpPble OTOOPaXKalTCA 3aHATHbIM, MPOCTbIM W MOHATHbLIM
cnocobom. OHM XOTAT co34aTb KOMUKC, oTobpaxkalowmnin pabounin geHb npepcraButens
kaxkgon npodpeccun — CareerComic.

OHn ob6cyKganu cBou nnaHbl oTHocuTenbHo CareerComic € pa3HbiMK NIOAbMU, U B UTOTE
HalWenca uYeNoBeK — WHBECTOP — B TMPUHUWNE TOTOBbIN MNPeAoCTaBUTb UM
onpeaeneHHylo cymmy QAnA co3gaHuAa obpasua Takoro KOMUKca. MHBecTop roToB
npeaoCcTaBUTb AeHbriv B 06MeH Ha gonto B 6usHece. OH HageeTcA, UTo GusHec byaeT pacTu
N ofHa)Kabl 6yaeT CTOUTb OYEHb MHOTO JIeHeET.

Co3pgaHne kKomnaHum, noao6Hbix CareerComic, ctouT aeHer. Echmn co3pawolme KOMNaHuio
BbIMYCKHMKN FOTOBbI 6eCcnnaTHO TpaTUTb Ha HeEe CBOe BPEeMs, BCe PaBHO TpebyloTca Takue
pacxopbl, Kak apeHaa odpuca gna paboTbl, onnaTa CYETOB 3a INEKTPUYECTBO 1 BOAY B oduce,
a TakXe 3aTpaTbl Ha 060pyaOBaHMeE (KOMMbIOTEPDI, MPUHTEPbI, TeNedOHbI), a BO3MOXKHO, 1 Ha
peknamy n MapKeTUHroBble MmaTepuarnbl.

JonrocpoyHoe PpuHaHCMpoBaHNEe, TpebyemMoe TONIbKO YTO CO3[4aHHbIM KOMMAHUAM, MOXHO
npuBAeYb NyTeM 3aMMCTBOBaHMSA, NPOAAXKN aKLWI UK coveTad ABa 3TMX cnocoba.

B Hawem npumepe c CareerComic co3pgatenu pewmnny NpoaaTb A0SO B KanuTane KOMNaHUMN.
KomnaHuA BbinycKkaeT akuun, N BagetoT €0 nua, KOTOPbIM 3TU akuMu npuHagnexart. Huxe
npueBeneHbl 6bonee nogpobHble cBeaeHna o CareerComic.



Mpumep

CareerComic 3apeructpypoBaHa B KauyecTBe Kopnopauuu, CTpOro roBopA, OHa
Ha3biBaeTcA CareerComic Inc. [lepBoHavyanbHO Bnafenbuamu KOMMaHUW BbiCTynanu ABa
BbIMYCKHMKA KoNnepxa, KoTopble ABMATCA aBTopamu maeun: bpsg Mankns n MapBuH
[apaHep. bpaa n MapsuH Bnoxunm B komnaHuio no 50 gonn. CLUA v nonyuyunun natbgecar
akuun. B xoge passutna ngen CareerComic bpag n MapsuH BCTpeTUNNCb C YOPPEHOM,
MEeCTHbIM 6M3HEeCMEHOM. YOppEeHy naea NoHpaBuiach,  OH peLun BNOXNTb B HEe AeHbrN.
YoppeH cornacunca 3annatutb 3000 pgonn. CLUA 3a gononHUTENbHble CTO aKkuun
CareerComiclnc.

KonnuectBo BbinyweHHbIXx akuunm CareerComic Bo3pocno. ¥ bpsga n MapBuHa 6bino B
CyMMe CTO akuuin, Tenepb YoppeH nprnobpen ewie CTo, Tak YTO BCEro BbIMyLWEHO ABECTU
akuyun CareerComic. YoppeH ABNAeTCcA caMmblM KPYMNHbIM akunoHepoM. OH BriageeT COTHeNn
akummn, T. e. emMy nNpuHagNexmT nonoBmHa KomnaHuu (50%). bpagy n MapBuHny
NPUHAONEXUT NO MATbAECAT akKUUM, T. €. KaXKAbl U3 HUX BNajeeT YeTBepPTbio KOMMNAHUW
(25%).

CareerComic npogana fOMOMHUTENbHO BbiNyLWEHHbIE akunun YoppeHy, uToObl Nnpusnieyb
pgononHutenobHoe ¢uHaHcnpoBaHue. 3000 pgonn. CLUA, npegoctaBneHHbix YOpPpPEHOM,
OyneT poctatouyHo Aana GMHAHCMpPOBaHMA cnepytowero stana pa3sutma CareerComic:
CO3[aHNA MPOAYyKTa M BbIBOAA €ro Ha pPbIHOK ANA npeanoXeHuA noTeHUWanbHbIM
notpebutenam.

Ewe oaHa Bbiroga oT nMpuBfieyeHUs YoppeHa 3aknyaeTca B TOM, YTO OH M3BECTHbIN
613HECMEH, KOTOPbIN MOXET MOMOYb CBOUM OMbITOM U CBA3SIMU.




Example

Two young college graduates have a great idea. They think that other college graduates
and schoolchildren would love to have access to a database of available careers that are
portrayed in a fun, simple and understandable way that would appeal. They want to pull
together a comic strip of a day in the life of each career — CareerComic.

They have talked to people about their plans for CareerComic and they have potentially
found someone who will provide them with some money to get a prototype established.
That person is willing to provide money in return for a stake in the business. They are
hoping the business might grow and be worth alot of money one day.

Companies like CareerComic cost money to set up — even if the founding graduates are
willing to provide their time at no cost, the company will still incur costs such as renting
office space from which to operate, the bills for electricity and water that will come with the
offices, plus the cost of equipment (computers, printers, phones) and possibly advertising
and marketing the product.

The long-term finance for this capital that is required by start-up companies can come from
borrowing, selling equity or a combination of both.

In our CareerComic example, the founders decided to sell equity. Every company issues
equity and itis the owners of equity that own the company. Below is a bit more detail about
the equity in CareerComic.



Example

CareerComic is incorporated as a company - strictly it is CareerComic Inc - and the
original owners of the company were the two brains behind the idea: Brad Michaels and
Marvin Gardner. Brad and Marvin each put $50 into the company and were given 50
shares. As the CareerComic idea was developed further, Brad and Marvin got talking to
Warren, a local businessman. Warren liked the idea and wanted to invest in it. Warren
agreed to pay $3,000 for another 100 shares in CareerComic Inc.

CareerComic’s shares in issue have increased. Since Brad and Marvin originally held 100
shares, and Warren has purchased a further 100, CareerComic now has 200 shares in issue.
With 200 shares in issue, Warren has the most shares. He holds 100, so he has half of the
company, or 50%. Brad and Marvin each own 50 shares, so they each own a quarter (25%)
of the company.

The reason for CareerComic selling more shares to Warren was to raise more finance. The
additional $3,000 from Warren will be enough to finance CareerComic into its next stage,
building up its product and starting to market it to potential customers.

A further benefit of involving Warren may be that, as an established businessman, his
contacts and know-how will be very useful too.




B npnumepe ¢ CareerComic bpag n MapsuH 3annatunm scero no 1 gonn. CLWA 3a Kaxkgyto
akuuio, a YoppeH 6bin cornaceH 3annatutb no 30 gonn. CWWA 3a akywuto. bpag n MapBuH
npocunu 6onbwe 1 gonn. CLUA 3a akyuto, a YoppeH rotos 6bin nnatutb 6onblue, NOTOMY YTO
npuobpetan yactb naen bpsga n MapsunHa. KoHuenuymna CareerComic 6bina cosgaHa bpagom
n MapBUHOM, N OHN MNOTPATUN CBOE BpeMsd, co3faBana n passueas CareerComicInc. YoppeH
MHBECTUPOBAN CpelcTBa yXe B roToBbl MPOeKT. YoppeH nocumTtan, yto ugea bpsga wm
MapBurHa 3acnyXnBaeT BHUMaHUA, U 4YTOObl y4yaCcTBOBaTb B AajibHENLIEM PA3BUTUM STOMN
naewn, OH roToBs Obin NnaTUTb 6onblie, Yem 3annatunu bpsa n MapBuH Ha HayanbHOM 3Tarne.

NTak, Kak nokaszaHo B npumepe ¢ CareerComic, rnaBHbIM OCHOBaHMeEM ANA BbiNyCKa akyunm
KOMMNaHWW ABNAETCA NpuBneyeHne GUHaAHCMPOBaHUA.

YnpaxxHeHue 1. Fuelmonitor Ltd

¢



Fuelmonitor Ltd saABnseTrcas HepaBHO CO3[aHHOW KOMMAHMENW, 3aHMMaAKOLLENCA
eXeHefeNbHOWN PaCCbIIKOW 3/1eKTPOHHbIX MUCEM C YKa3aHMEeM CaMbiX HU3KUX LUeH Ha
TONAMBO Ha 6nmM3neXkawmx K nognucumkam 3anpaskax. Fuelmonitor HageeTca nonyunTtb
Npn6bIIb OT NOANUCKA U CMOHCOPCKOM nomowm canty. KomnaHuma Fuelmonitor 6Gbina
OoCHOBaHa [latpnkom bpantmaHom, 3annatmswum 300 PyHT. CTEPAMHIOB 3a TpuAaUaTb
BbINYLWEHHbIX aKL U KOMMAAHUN.

B nepBbii MecAy cywecTtBoBaHMA KomnaHuu [atpuk cosgan cant gna Fuelmonitor un
M3yynmn uUeHbl Ha TOMAMBO B OKpecTHocTAx. Fuelmonitor npuBnekna HeCKoNbko
NOAMNWCYMKOB, a MeCTHaA raseTa cornacmnacb Cratb CNOHCOPOM canTa. KomnaHuu
TpebyeTca AOMNONHMUTENbHOE PUHAHCMPOBaHME, Tak YTO [laTpMK nnaHMpyeT BbIMNYCTUTb
HOBbl€ aKLUWW. Y HEro eCTb CMNCOK NINL, KOTOPbIE, MO €r0 MHEHWIO, COMNacATCA NnpnobpecTu
ABafLaTb HOBbIX aKLLUNA.

1. Kakylo ueHy cnefyet yCTaHOBUTb Ha HOBble akuun Fuelmonitor? 10, meHbwe 10 nnu
6onbwe 10 PyHT. CTEPANHIOB?

2. [locne BbiNnycKka HOBbIX aKUWW Kakyl ponto Oyget mmetb [MlaTpuk B KanuTtane
Fuelmonitor?

3. Kakyio gonto 6yayT MmeTb HOBble akLMOHepbI?

4. Kakmm obpasom akumoHepbl Fuelmonitor okynAT ceBon nHBecTtuyunn?

(BblﬂCHl/lTb OTBea

2. MNepBnyHbIE NYONNYHDbIE pa3melleHnA

akuum (IPO)

Llenb o6yueHns

4.1.2 3HaTb onpegeneHne NepBNYHOTO Ny6NNUYHOTro pasmeweHunsa akumn (IPO)

Kak cnepyet w3 Ha3BaHMA, nNepBUYHOe nybnmyHoe pasmelleHne — 3TO NepBoe
npeanoXeHne akumnin LWINPOKOMY KPYry UHBECTOPOB.

B Tonbko uto paccmotpeHHOM npumepe ¢ CareerComic IPO He npoBogunnocb. Bmecto atoro
6bin BbIOpaH TONbKO OAUH MHBECTOP, YOppeH, KOToOpoMy 1 Obinn npofaHbl akuuu. IPO —



3TO NpeasoXeHne akuuin, JOCTYNHOE BCEM He CBA3aHHbIM C KOMMAHMEN TPETbMM ML aM.
CareerComic moxeT paccmaTtpuBaTb IPO B KauecTBe KOHEYHOW LeNN, Kak NMOKa3aHO HMXe.



In the CareerComic example, the price Brad and Marvin paid for their shares was just $1
each, and later on Warren agreed to pay $30 for each of his shares. Brad and Marvin
demanded more than $1 per share and Warren was willing to pay more because he was
buying a part of Brad and Marvin’s idea. The concept of CareerComic came from Brad and
Marvin and they spent their time coming up with it and establishing CareerComic Inc.
Warren was investing in something that was already established. It was Warren’s view that
Brad and Marvin’s concept of CareerComic was a good one, and for him to become
involved he had to recognise the value of that idea by paying more than the $1 that Brad
and Marvin paid for their shares.

In summary, as illustrated by the CareerComic example, the major reason for a company
issuing shares is to raise finance.

Exercise 1 - Fuelmonitor Ltd

®



Fuelmonitor Ltd is a company that has been recently set up to provide details of the
cheapest car fuel prices in the subscribers’ local area by email each week. Fuelmonitor
hopes to generate revenues both from subscription and from site sponsorship.
Fuelmonitor was set up by Patrick Brightman, who paid £300 for all 30 shares that
Fuelmonitorissued.

During the first months of its existence, Patrick has set up a website for Fuelmonitor and
researched fuel prices in his local area. Fuelmonitor has attracted some subscribers and
has a local newspaper interested in sponsoring the site. It now needs more finance to
expand and is planning to issue new equity. Patrick has a list of contacts that he feels may
be interested in buying the 20 new shares Fuelmonitor will issue.

1.  How much should Fuelmonitor issue the new shares for? £10, less than £10 or more
than £107?

2. After issuing the new shares, what will Patrick's ownership proportion of
Fuelmonitor be?

3.  What will be the proportion of Fuelmonitor owned by the new shareholders?

4. How mightthe shareholders of Fuelmonitor geta return on theirinvestment?

@eveal answea

2. Initial Public Offerings (IPOs)

Learning Objective

4.1.2 Know the definition of an initial public offering (IPO)

As the name suggests, an initial public offering (IPO) is the first time shares are offered to
members of the public.

In the CareerComic example we have just looked at, an IPO has not happened with the sale
of shares to Warren because he is just one selected person. An IPO is a general offer that is
made widely available by offering the shares to unconnected third parties. CareerComic
might see an IPO as the ultimate aim for the company, as detailed below.



Mpumep

[lpegnonoXxnum, 4YTO NPOLIO HECKOSIbKO JieT C MOMEHTa WHBecTuumm YoppeHa B
CareerComic n KomnaHma ctana n3sectHon. OnblIT YoppeHa 1 nonynAapHOCTb NPOAYyKTa
obecneunnun ycnewHocTb KomnaHnm. OHa NPUHOCUT XOpPOoLWY NPUbbLINbL N NoCNegHNe ABa
roga BbinjauMeBaeT AUBUAEHAbl CBOUM akuuoHepam. OHa Bbiwia Ha MeXAYHApPOLHbIN
YypOBEHb, a Takke gobunacb 6onbwmnx ycnexos B CLIA, npoayKT nonb3yeTcA BbICOKUM
cnpocom B Asun.

YoppeH, bpsa v MapsuH pewatwT, uto CareerComic HYXHO [ONOJSIHUTENbHOE
bHaHCMpPOBaHME [ANA MeXAYHapOAHOW 3KCMAHCMMK, B YaCTHOCTW, ANA CO34aHuA
NOKANN30BaHHOM BEPCUM ANA KUTANCKOTO PbIHKa.

CareerComic inc pewaeT NpeanoXnTb HOBble akLMN WNPOKOMY Kpyry nuuy B pamkax IPO.
[MpuBneub cpeacTBa MOXKHO He TONIbKO ¢ noMoubto IPO, oaHaKO 06 EeCTBEHHbIN PE30HAHC,
Bbl3bIBA€MbI 3TUM MPOLLECCOM, [OMNOSIHNTENbHO NOBbLICUT U3BECTHOCTb NPOAYKTA.

Kak ynommnHanocb B rnase 2, apkum npumepom IPO AsnaeTca pasmeweHne akumm Alibaba,
cocTtoaBweeca yepes napy net nocne IPO coumanbHom cetn Facebook.

Mpumep
IPO Facebook

Facebook npopgana cBbiwe 400 munnmnoHoB akuun no 38 gonn. CLUA kaxpgaa B mae 2012
roga, B utore nonyums cebiwe 7 mnpg gonn. CLUA n no3BonnB HEKOTOPbIM U3 CBOUX
NnepBbiX NHBECTOPOB NPOAATb CBOU aKLMW CO 3HAUNTENbHONM NPUOLINbIO.

[ToMMMO NepBbIX MHBECTOPOB, YaCTb CBOUX akuun B pamkax |IPO npoagan ocHoBaTenb 1
rnaBa Facebook Mapk Llykep6epr, nonyuyns 3a Hux 6onee mmnnmnapga gonnapos. OgHako
yepes nonroga nocsne IPO nHBeCTopbl yKe Obliv HEe pafbl CBOEMY YUYACTUIO B Pa3MELLEHNN.
Akuun ynanu B ueHe noytm Basoe. C Tex NOp CTOMMOCTb aKLMW BOCCTAaHOBUACh, U B
deBpane 2017 roga oHun Toprosanucb no 133 gonn. CLUA 3a wTyKy, yTo 60/1€€ YemM BTpoOE
npesblwaeT LeHy NepBOHaYvyaNbHOro pa3meLleHuns.

BaxxHbiM nocnepactenem IPO siBnsieTca Hayano TOProB akUMSAMU KOMMNaHUM Ha $OHAOBOWN
6upxe. Beab nokynaTenu akyuim paHo UAM MNO3AHO 3aXOTAT UX NpopaTtb. Korga akuuu



KOMMAHMWN Ha4yMHAOT TOProBaTbca Ha GOHAOBOW OGUpPKe, YacTo FOBOPAT, UTO KOMMaHUA
nonyunna nuctuHr. Akuymm Facebook Toprytotca Ha d¢oHpoBon 6upxke NASDAQ,
cneynanmnsmpytowenca Ha Toprosne GymaraMm TEXHONOTNYECKMX KOMMaHUA.

Tak xe, kKak n Alibaba n Facebook, komnaHua Google npegnoXxuna cBOU akyuu WMpPoKoMy
Kpyry nisectopos. [lpoun3sowno 31o B 2004 rogy.



Example

Let’s assume that CareerComic has now been established for a number of years since
Warren’s investment. Both Warren’s business know-how and the popularity of the
product have made CareerComic very successful. It is generating a healthy profit, and has
paid dividends to its shareholders for the last two years. It now has international appeal
and, as well as being very successful in the US, it is being heavily used in Asia.

Warren, Brad and Marvin decide that CareerComic needs to raise further money that will
enable it to continue its global expansion, in particular the creation of a Mandarin version
for the Chinese market.

CareerComic inc decides that it will offer new shares to the public in an IPO. Not only will
the IPO enable CareerComic to raise money, but the publicity surrounding it will increase
awareness of the product too.

As mentioned in Chapter 2, a substantial example of an IPO was Alibaba, which came a
couple of years after the IPO of the social networking site, Facebook.

Example

The Facebook IPO

Facebook sold more than 400 million shares at $38 per share in May 2012, raising almost
$7 billion for the company and allowing some earlier investors to sell their shares at a
substantial profit.

As well as the early investors, the founder and CEO Mark Zuckerberg sold some of his
shares in the IPO, receiving more than $1 billion. However, six months after the IPO, the
investors were not doing so well, with the Facebook share price falling to about half of the
$38 IPO price. Since then the shares have recovered and, in February 2017, they were
trading at $133, more than three times their initial sale price.

A key part of an IPO is that the issuing company will have its shares subsequently traded on
a stock exchange. After all, the public that buy shares in an IPO will want the ability to sell
those shares at a later date. When a company’s shares begin trading on a stock exchange,
the company is often described as becoming listed. Facebook is listed on the National



Association of Securities Dealers Automated Quotations (NASDAQ) stock exchange, which
specialisesin technology company shares.

Like Alibaba and Facebook, Google also sold shares to the public, although this happened
in 2004.



Mpumep
IPO Google

KomnaHna Google nonyumnna nuctudr B 2004 roay. Kak n Facebook, Google Bbibpana gns
nuctnHra NASDAQ v npogana nopagka 19,5 mmnnmnoHa akumin no 85 gonn. CLUA 3a wryKky,
4YTO NO3BONUAO el Npusneyb okono 1,7 mapg gonn. CLUA. bonblwaa yacTb NpUBIeYEHHbIX
CpencTB gocranacb KOMnaHuu. B nepsbii geHb Topros akumm Google Bbipocnn go 100
ponn. CLWA 3a wtyKy. B oktA6pe 2015 roga KomnaHusA, Bnagetowad NnONCKOBON CUCTEMON
Google, cmeHnna ceoe HasBaHue Ha Alphabet. B ¢peBpane 2017 roga caenkm ¢ akuuamm
coBepuwanncb no ueHe cebiwe 800 gonn. CIIA 3a wTyKky. VIHBeCTOpPbI, KyNnuBLLINE aKLuUn
Google B xoae IPO, oueHb xopowwo 3apaboTanu.

Ecnm cymmnpoBaTtb, nepBuYHOE Ny6MYHOE pasmeLLeHmeE:

®  yacTo Ha3biBaeTca PO

e O3HayaeT, YTO KOMMaAHUA BMepBble nNpefnaraeT CBOU aKUUW LWMPOKOMY Kpyry
NHBECTOPOB

®  0O3HayaeT, YTO KOMMAHUA NOoNyYaeT NUCTUHT Ha poHZOBON BpXKe.

Cm. TakxKe rnasy 6, pasgen 2.

3. MoTeHUManbHasA AOXOAHOCTb aKLMN

Llenb 06yueHns

4.1.3 3HaTb NOTeHUMaNnbHble NCTOYHUKK OX04A OT akKUUW: AUBUAEHAbI, MPUPOCT
KanuTana.

4.1.4 YMeTb BblUNCNATb AUBNAEHAHYIO JOXOAHOCTb HA OCHOBAHUM Kypca akLnim n
AVNBNOEHLOB, BblM1AaYeHHbIX 3a rog

MHBeCTOp, I'IOKyI'IaIOLIJ,I/IIh dkuunn, Hageetcd Ha nojayyeHume goxopda un3 AByX UCTOYHMKOB!
ansumnaeHabl 1 NPUPOCT KanuTana.



AvuBnaeHabl — 3TO perynAapHbi AOXO0[, KOTOPbIM MOXeT rnoJsiydaTb UHBecTop. MHorue
N3BECTHble NyO6NMYHbIE KOMMAaHMK BbIMAAuYMBalOT ANBUAEHAbI KaXKAbl KBapTan NN Kaxkable
nonroga. Pa3smep BbinnaunBaemoro pAuBuaeHga He o¢ukcnposaH. OH onpepenseTcA
PYKOBOACTBOM KOMMAHUW W, TNaBHbIM 0Opa3om, 3aBUCMT OT ABYX Bewen: npubbinm u
oXngaHuu. NponnnocTtpupyem 3TO Ha BbIMbILLSIEHHOM MpUMepe.



Example

The Google IPO

It was 2004 when Google became a listed company. Like Facebook, Google chose to list
on NASDAQ, and Google sold around 19.5 million shares at $85 each to raise
approximately $1.7 billion. Most of the money raised went to the company. On the first
day of trading, Google shares rose to $100. After a change of name for the company that
owns the Google search engine to Alphabet in October 2015, the shares were changing
hands for over $800 each in February 2017. The investors who purchased Google shares
in the IPO have done rather well.

In summary, an initial public offering is:

e commonlyreferred to asan IPO
e when acompany first makes its shares available to the public
e whenthe company becomeslisted on a stock exchange.

See also Chapter 6, Section 2.

3. Potential Returns from Shares

Learning Objective
4.1.3 Know the potential sources of return from shares: dividend; capital gain

4.1.4 Be able to calculate the dividend yield given the share price and the dividends
paid in the year

An investor buying shares is hoping for a combination of two things to provide a return -
dividends and a capital gain.

Dividends are the regular ongoing income that a shareholder may receive. Many well-
established listed companies pay dividends every quarter or every half-year. The amount of
dividend paid is not fixed; instead it is determined by the management of the company



and driven mainly by two things — profitability and expectation. This is illustrated in the
fictional example that follows.



Mpumep

ABM inc ABnAeTcA N3BECTHbIM TMPOU3BOAUTENEM  C/IOXHOIO  KOMMbOTEPHOro
o6opyaoBaHMaA. AKLIMN KOMNaHUK ToprytoTca Ha Hblo-Mopkckoi poHagoBoin 6upsxe (NYSE).
B nocnegHue Tpu roga KoOMnaHmsA yBeniMuymBasna pasmMep e)KekBapTasibHbiX OUBUOEHAOB
npumepHo Ha 10% Kaxabin roh. B aHanormyHom KeapTane npownoro roga ABM
BblinsaTnna gusmnaeHn B pasmepe 90 LeHTOB Ha akuuio.

Tekywnn KBapTtan ABNAETCA XOopowumm Ana KomnaHuwm. B pesynbTaTe yAauHbIX
KOMMepuUecKnx onepauuin npubbinb Bbipocaa Ha 15% MO CpaBHEHUIO C Npeabiaywmm
rogom. Pykosogcteo ABM pewmnno, 4To MOXeT YBeNnUYUTb pa3mMep eKekKBapTasibHOro
ansunpaeHpa Ha 10%, o 99 yeHTOB Ha akuuio. YBennyeHve pasmepa gUBUAEHAA AOSTKHO
COOTBETCTBOBATb OXMAAHUAM aKLMOHEPOB, [MOCKOJIbKY YKNagblBaeTca B CTaBLYIO
TPaAULMOHHON CXeMy 1 B NOJTHON Mepe obecrneynBaeTca pOCTOM BbIpyUYKM KOMMaHNUN.

AnBnaeHabl MOTYT YKa3blBaTbCA Kak B aOCONMOTHOM BblpaXkeHnu, Hanpumep 99 LeHTOB, TakK
N B NPOLEHTHOM OTHOLLUEHNN K LeHe akuuni. [pun BblpakeHnn B NPOLEHTHOM OTHOLLEHUW K
LeHe akuum nonyuymslanaca umdpa HasbiBaeTCA ANBUAEHAHON [OXOQHOCTbIO. Yem Bbile
ANBUAEHOHaA OXOOHOCTb, TeM 60/blUaA YacTb LEeHbl akLWIA BbliMfauyMBaeTCA NHBECTOPAM.
Tak yTo ecnn MHBECTOP XO4yeT MojlyyaTb AOXO0L OT CBOEW MHBECTULUW, TO eMy cnegyet
BbIOMpaTb 6ONbLIYIO ANBUAEHOHYIO JOXOAHOCTb.

Mpumep
ABM inc BbinnaumBana anBunaeHa B pasmepe 99 LeHTOB Ha aKLMio B KaKQOM U3 YyeTblpex
nocnegHux KBapTanos. B ntore 3a roga gusmnaeHp coctasun 3,96 gonn. CIWA. Echn ueHa

akumm ABM B pgaHHbI mOomeHT coctaBnAaeT 150 gonn. CLUA, To anBnaeHaHasa JOXOOHOCTb
coctaBnaeT (3,96/150) x 100 = 2,64%.

YnpaxHeHue 2. iluBngeHaHanA [OXOAHOCTb



Huxe npuBepeHbl cBeAeHMA O TpeX BbIMbIWAEHHbIX KOMNaHMAX. KakoBa AnBUAEeHAHAA
AOXOLHOCTb Y KaXXgon N3 KOMMaHnin?

O6uan cymma

VWBUAEHMOB, o
A ASHA LieHa akuunn AnBupeHgHaa

(gonn. CLLA) AoxoaHOCTb (%)

HasBaHune KomnaHuu BbIN/IaYeHHbIX 3a
nocnegHui rog
(aonn. CLLUA)

ABCinc 4,32 172,00
FGH inc 8,64 403,00
XYZinc 12,24 702,00




(BblﬂCHl/lTb OTBE'D

NHBecTopbl, BKNagbiBaloLWme CpeacTBa B akMOHEPHbIN KanuTan, HaeTca, YTO UX akyum
6ynyT pactm B LeHe (obecneuymBaTb NPUPOCT KanuTana), a Takke NPUHOCUTb PerynAapHbIn
poxopn B dopme amBuAeHAoB. Kak mMbl yXe Buaenu, akuum MHOTUX KPYMHbIX KOMMAHU
TOopryoTcAa Ha ¢oHAoBbIX Gupxkax. QoHOoBble GMPXKM NpefocTaBNAlT MHGOPMaALUD O
LleHax, MO KOTOPbIM B flAaHHbI MOMEHT TOPTYIOTCA akKLMM, TAaK YTO MOXKHO JIETKO BbIYNCIUTD,

HAaCKOJIbKO aKkuuu Bblpocnu B LeHe. [pounnnioctpupyem 3To Ha BCe TOM e npumepe ¢ ABM
inc.



Example

ABM inc is a well-established manufacturer of sophisticated computer equipment. It is
listed on the New York Stock Exchange (NYSE) and has shown a pattern of increasing its
quarterly dividends by around 10% each year for the last three years. In the same quarter
of the previous year, ABM paid a 90 cents dividend on each share.

This quarter has been a good one. After winning some significant new business, profits
are up 15% on a year earlier. ABM’s management decides that it is right to increase the
quarterly dividend by 10% to 99 cents per share. The dividend increase should meet the
expectation of the shareholders, since it continues the established pattern, and it is
comfortably covered by the percentage increase in company profits.

Dividends are usually expressed both in absolute terms, such as 99 cents in the previous
example, and as a percentage of the share price. When expressed as a percentage of the
share price, the resultant figure is described as the dividend yield. A bigger dividend yield
means a greater proportion of the share price is being paid to investors. So if the investor is
looking to generate income from their investment, then a bigger dividend yield is better
than a smaller dividend yield.

Example

ABM inc paid dividends of 99 cents per share in each of the last four quarters — a total of
$3.96 for the year. If the ABM share price is currently $150, then the dividend yield is
(3.96/150) x 100 = 2.64%.

Exercise 2 - Dividend Yield



Below are details for three fictional companies. What is the dividend yield for each?

Total dividends paid

" " - 2
Company name Rihelstyene.s) Share price ($) Dividend yield (%)
ABCinc 4.32 172.00
FGH inc 8.64 403.00

XYZinc 12.24 702.00




@eveal answea

Equity investors hope their shares will increase in value — make a capital gain - as well as pay
regular income in the form of dividends. As we have already seen, many larger company
shares are regularly traded on stock exchanges. The stock exchanges provide information
about the prices at which shares are currently trading, so assessing the extent to which
listed shares are gaining in value is straightforward. This is illustrated by continuing with the

ABM inc example below.



Mpumep

Ixxenmc Jlectep ABNAeTCA gepkatenemMm KpynHoro naketa akyum BM inc. OH npnobpen
akumm no cpeaHen ueHe 100 gonn. CLUA HeckonbKo neT Hasag, a nepen obbaBneHUEM
nocnefHNX KBapTanbHbIX pe3ynbTaToB uLeHa akuunm ABM coctasnana 150 gonn. CLA.
KoHeuHo, [I>KenMmc pafj y3HaTb, UTO KBapTalNbHble pe3ynbtaTbl ABM okasanucb oTnnYHbIMU,
n ewe 6onble pag, YTo B pe3ynbTaTe LUeHa Ha akumu ABM ysenunumnacb go 165 gonn.
CLUA.

[>xenmMmc pelaeT NpoAaTb 3HaUYNTENIbHOE KOIMYECTBO CBOUX aKUMWI, YTOObI peann3oBaTtb
npupocT Kanntana B 65 gonn. CLUA Ha akywuio (165 gonn. CLUA - 100 gonn. CLLA).

[lo 06bABNEHNA KBapTabHbIX pe3ynbTaToB [JXeNMC HaXOA4WUCA B BbIFTOAHOM MOTOXKEHUN:
€ro MHBEeCTMUMM BbIPOCN Ha 50%, XOTA Ha TOT MOMEHT OH elle He npoAdan akuuu. lNMocne
pocTa ueHbl akumnm go 165 gonn. CLUA oH cuen npubbinb B 65% [OCTAaTOYHO BbICOKOM,
4yTO6bI NPOAATb XOTA Obl YAaCTb CBOUX aKL NN,

Kak noka3aHo B BblLeNpUBeLEHHOM NPUMeEpPE, akLUK MOTYT NPUHECTU UHBECTOPY NpUbLINb
ABYMA cnocobamu:

e B popMe BbiNNaThl AUBUAEHAOB
® 33 CyeT pocTa CTOUMOCTH.

OAHaKo Ba)KHO NMOAYEPKHYTb, YTO MHBECTULMWN B aKLMOHEPHDbIA KanuTan He BCerga CTosb
ycrewHbl, Kak B cnydyae ¢ ABM inc B npeablaywem npumepe. Y6bIToUHblE KOMMAAHUW MOTYT
6bITb HE B COCTOSIHUM BbIMAaunMBaTb ANBUAEHADbI, TAK YTO aKLMOHEPDI HE NOJyYaT HUKAKOTO
poxopa. bonee Toro, LeHa akUMii MOXeT NagaTh, Tak MHBECTOPbI MOHECYT NOTepU KanuTana,
a He nonyyar ero npupoct. Ecnn cymmnpoBartsb:

&)

aKLMOHepbl MNonyyaT unn
400 B NpMObIIN...

Y

N0 -

nnn...

...AoNto B ybbiTKax!



YnpakHeHue 3. Kakue akumm ABNAII0TCA Hawiyylleil UHBECTULMIOHHON BO3MOXKHOCTbI0?




Huxxe npuBepeHbl cBefeHnA 06 akuMAX LWECTU M3BECTHbIX aMepPUKaHCKUX MyOnnYHbIX
komnaHun (Apple, Exxon Mobil, Alphabet, JPMorgan Chase, McDonald’s n Microsoft®) no
cocToAaHuto Ha peBpanb 2017 roga.

BO3MOXXHO, Bbl y»e& 3HAKOMbI C 3TUMWN KOMMAaHNAMN. Ecnu Her, n3yuynTe VIH(I)OpMaLl,I/IIO O HUX
MU nonbliTanTeCb OTBETUTb Ha aiegyrowime Bonpocobl AnAa Ka>K4on U3 KOMMaHnMn.

e Yem 3aHMMaeTCA KOMNaHMA?

e Kakume npogyKTbl OHa NnpopgaeT?

e [lonb3yeTecb M Bbl 3TUMN NPOAYKTaMn? ECnn HeT, 3HaeTe N Bbl Nt0AeN, KOTOPble UX
NCnonb3yT, U cobmpaetecb NN CamMu BOCMONb30BaTbCA UMW B OGnmxkanwme
HeCKONbKo net?



Example

James Lester holds a significant number of shares in ABM inc. He purchased the shares at
an average price of $100 some years ago, and just prior to the announcement of the latest
quarterly results, the ABM share price was $150. Obviously, James is pleased to see that
the latest quarterly results from ABM are strong and even happier to see that, as a result,
the trading price of ABM sharesincreases to $165.

James decides that he will sell a significant number of his shares, realising a capital gain of
$65 per share (5165 - $100).

Before the announcement of the quarterly results, James’s position was pretty good - he
was already 50% up, although he had not actually sold any shares at that point. However,
when the share price increased to $165, the 65% gain was enough to prompt him to sell
at least some of his shares.

As shown in the examples above, shares have the potential to provide returns to the
investor in two ways, by:

e payingregulardividends
e increasing in value to deliver a capital gain.

However, it is important to point out that investments in equity do not always go the way
of ABM inc in the previous example. Unprofitable companies may be unable to afford to
pay dividends, so the shareholders will not get any income. Furthermore, the price of
shares can go down - so investors can end up facing capital losses rather than capital gains.
In summary:

shareholders will get either a
share of the gain

N

S0 -

or...

a share of the pain!



Exercise 3 — Which Share Offers the Best Investment Opportunity?

]

h a



The February 2017 details in relation to the shares of six well-established US listed

companies (Apple, Exxon Mobil, Alphabet, JPMorgan Chase, McDonald’s and Microsoft®)
are provided below.

You may already be familiar with these companies, but if not, then please do a little
research on them and try answering the following questions for each:

e Whatdoesthe company do?
e What products does the company sell?

e Do you use the company’s products? If not, do you know people who do and do you
anticipate using them in the next few years?



Tenepb 06begnHUTE HaMAeHHY MHPOPMALUKD CO CBEAEHUAMM MO aKUMAM KaKAown
KOMMaHWW, NpUBeAEeHHbIMY B Tabnuue, n onpegennTe, Kakme akyum, No Ballemy MHEHMIO,
ABNATCA Hanny4lwen MHBECTULMOHHOW BO3MOXXHOCTbIO 1 MOYEeMY.

MakcumanbHas MwuHuManbHasa
Tekywas ueHa . .
HazBaHue - LieHa aKLui 3a LieHa aKLu1in 3a AnBnpgeHpgHan
KoOMMaHuu ( onnu CLUA) nocnegHuii rog nocnegHun rog [OXO[HOCTb (%)
A (nonn. CLLUA) (nonn. CLLA)

Apple 132,04 132,22 89,47 2,28
Exxon Mobil 81,48 95,55 77,58 3,59
Alphabet 807,72 841,95 663,28 0,00
- holgan 86,73 88,17 52,50 2,20
Chase
McDonald’s 124,69 131,96 110,33 3,03
Microsoft® 63,72 65,91 48,04 2,45




(BblﬂCHl/lTb OTBe'D

4. NMpaBo ronoca akunoHepa

Llenb o6yueHuns

4.1.5 3HaTb, UTO aKL MM NPEeAOCTaBAAIT CBOUM BflafieNibLaM NpaBo rojioca Ha cobpaHmnax
AKLUMOHEepPOB KOMMNaHNN.

Mbl y>Ke roBopunm, YTo gepXkaTtenu akuumnm ABMAIOTCA Bnajesbuamy KOMMaHWn. B 3Tom
pa3aene Mbl PAaCCMOTPUM OCHOBHOE MpaBO, KOTOPbIM obnagaeT Bnaaeney akuyuin: npaBo
NPUCYTCTBOBATb M FOJIOCOBATb HAa COOPaHMAX aKLLMOHEPOB.

B pa3HbIx cTpaHax Takme cobpaHmsA HOCAT pa3Hble Ha3BaHMA. YacTO OHU Ha3bIBalOTCA 0O MM
cobpaHnem akuMOHepoB. Kak MpaBunoO, OHW MNPOXOAAT pa3 B rog W, HeE3aBUCMMO OT
Ha3BaHWA, MMelT OfWHaKoBbIN dopmaT u uenb. Takume cobpaHuA pfaoT BRagenbuam
KOMNaHnM (aKLMoHepam) BO3MOXHOCTb Y3HaTb 06 ycnexax KOMMaHUU U NPUHATb peLleHmns
OTHOCUTENbHO ee byayuiero.

HeobxoanmocTb Taknx cobpaHuin o6bacHaeTcs oueHb NPocTo. OUeHb YacTo onepaTUBHbIM
ynpaB/iieHNEM KOMMAHUEN 3aHUMAIOTCA JNioAn, He ABNAWMeca ee Blagenblamu, Kak
MOKa3aHo HUXe.



Then combine your research with the details in the table about each company’s shares
and determine which share do you think offers the best value as an investment and why.

Current share  Share price highin  Share price low in Dividend yield

Company name .

price (S) the last year ($) the last year ($) (%)
Apple 132.04 132.22 89.47 2.28
Exxon Mobil 81.48 95.55 77.58 3.59
Alphabet 807.72 841.95 663.28 0.00
JPMorgan

86.73 88.17 52.50 2.20

Chase
McDonald'’s 124.69 131.96 110.33 3.03
Microsoft® 63.72 65.91 48.04 2.45




@eveal answea

4. Shareholder Voting Rights

Learning Objective

4.1.5 Know that shares provide their owners with the right to vote at company
meetings/assemblies

We have already seen that it is the equity holders that own companies. This section looks at
the key right that owning shares provides — the right to attend and vote at company
meetings.

In different parts of the world, company meetings are referred to in different ways. They are
often referred to as company assemblies, or even general assemblies. Typically they occur
once a year and, however they are termed, the format and purpose is the same - these
meetings give the owners of the company (the shareholders) the opportunity to find out
how the company is performing and to make decisions on what should happen.

The reason that company meetings are necessary is simple. It is very often the case that the
day-to-day management of a company is performed by persons who are not the owners of
that company, as shown below.



:.% Bnagenbubl KoMnaHnn (aKLMOHepbl)

PelwweHns, NMPNHNMaeMble
nyTem rosliocoBaHuA

NHdopmaums o pesynbraTax
NesTeNbHOCTU

o
o {f o

PykoBopcTBO KoMnaHun A
(ynpaBsneHLubi) [/ \|



Kak BMAHO Ha BblWENPUBEAEHHON CXeMe, Ha Cco6paHMAX aKLUMOHEPOB PYKOBOACTBO
KOMMaHMKN (ynpaBreHubl, BKNOYasa rMaBHOTO WCMONHUTENbHOrO AuMpeKTopa) coobulaet
nocnegHMe HOBOCTW BnajenbuaM (aKuMOHepam) M OTBeYaeT Ha BOMpPOCbl 06 ycnexax u
nepcnekTMBax KOMMAHUW. 3aTem BRafenblbl MOryT NPUHUMaTb pPeLeHus MO CaMbiM
pa3Hoob6pa3HbIM BOMpPOCaM, HaNnpuUMep O 3apnnaTe, BbiMIauyMBaEMON UCNOHUTENbHOMY
OUPEKTOPY KOMMNaHuW. PelweHnA NPUHMMAOTCA NYTEM T[OJIOCOBAHWA W CUYMTAlOTCA
YyTBEPXAEHHbIMM, €CNY 33 HUX NOAaHO 6O0MbLWNHCTBO FON0OCOB.

Mpumep

Ixo3ed ABnAeTcA akumoHepom KpynHoro 6aHka VBS Bank Inc. TogoBoe cobpaHue
akunoHepoB VBS nnaHupyeTca npoBecTn yepes mecauy, n kosed nonyumn npurnaweHume,
cogepxauwee Takxke pag GMHAHCOBBLIX AaHHbIX O TeKylwmux nokasatenax VBS, Bkniouan
NNaHMpyemoe yBenmyeHne 3apnaaTbl UCNONHUTENbHbIX gupeKkTopoB VBS. [xxo3ed moxeT
NONTK Ha cobpaHmMe M NOMYyUYUT BO3MOXKHOCTb roJI0COBATb NO BaXHbiM BOMpPOCaM, B TOM
yncne o6 ymeCcTHOCTM NOBbIWEHNA 3apniaT UCMOMHUTENIbHbIM AUPEKTOpPaM.

OpHako ecnun [Oxo3ed nporonsocyeT NPOTMB MOBbIWEHNA, OHO BCE PABHO MOXeT
coctoAaTbcs. PeweHne 6Gypetr nNpuHUMATBCA MNPOCTbIM  GONbLWWHCTBOM [OJIOCOB
aKLMOHEepOB.

Kak noka3aHO Bbllle, dKUMOHEPDbI, KaK BJlagesibuybl KOMMNaHNW, OOJIXKHbI OblTb B Kypce
nokasaTtenenm KOMMNAHUN W MOTYT TMPUHNMATb Ki4yeBble peweHnA 1Mo HEKOTOPbIM
BOMpPOCaM: Hanpumep, He NOoJIy4alT I MCNONTHUTENbHbIE ANPEKTOPA KOMMAHNN CNTULWKOM
BbICOKYIO 3apnaTy. Ecnu CyMMnpoBaTb, C06paHI/IFI dKUMOHEPOB!:

e 3T0 coOpaHuA, Ha KOTOpPbIE NPUTNALLATCA BCE aKLMOHEpPbI

®  KakK NpaBuWO, 4ONKHbI MPOBOAUTbLCA XOTA Obl pa3 B rof,

e paloT BRagenbuaM  KoMnaHMu  (aKuMoHepam) BO3MOMHOCTb Y4yacTBOBaTb B
FrOSI0COBAHNK NO BaXXHbIM BOMPOCaM.



‘ The Owners of the Company (the Shareholders)

(7

Decisions made
by vote

Information about
performance

©
o P o

The Management of the Company ﬂ
(the Executives) { \/




As the above diagram shows, it is at company meetings that the management of the
company (the executives including the chief executive) provide an update for the owners
(the shareholders) and are also available to be questioned about the company’s
performance and plans. The owners can then make decisions on a variety of matters, such
as the salary paid to the chief executive. These decisions are voted on, and in most cases
they are agreed when the majority vote in favour.

Example

Joseph is a shareholder in a large listed bank, VBS Bank Inc. VBS’s annual company
meeting is scheduled to happen in a month’s time and Joseph receives an invitation to
attend with some financial information about VBS’s recent performance that includes a
proposed salary increase for VBS’s executive directors. Joseph can go along to the
meeting and will have the opportunity to vote on significant matters, including whether
he feels the executive directors’ pay increases are justified and should go ahead.

However, even if Joseph votes against the increases, it may not prevent the pay awards
going ahead. The decision will be made on a simple majority of the voting shareholders.

As shown above, it is the shareholders, as owners of the business, who need to be made
aware of how the company is performing and who make key decisions, such as whether the
pay levels for the company’s executive directors are excessive. In summary, company
meetings or assemblies:

e are meetingsto which all of the shareholders are invited
e aregenerally required to be held at least annually

e provide the opportunity for the owners of the company (the shareholders) to vote on
significant matters.



5. Puckn, cBA3aHHble C BllafieHnemM akymnamm

Llenb o6yueHns

4.1.6 NoHUMaTb PUCKUN, CBA3AHHbIE C BNafeHNEM aKLMAMN: OTCYTCTBMUE Npubbinn,
6aHKPOTCTBO/Kpax

ABnAaacb Bnagenbuamm KOMMAHUWU, dKUMNOHepPbl HECYT PUCK MpPpOoBaJla KOMIMAHUWN. Ecnu
KOMMaHMA HE MPUHOCAUT I'Ipl/|6bIJ'IVI, OHa Heé CMOXKET BbllM1a4ynMBaTb AUBUNAEHOblI aKUMOHEpPaMm, a
€€ akunmun BpAag M yaactca npoaatb M NONYyYNTb NPUPOCT KalnnTasa.

B wucknountenbHom diydae, edinm KOMMNaHUA BbIHY>KO€Ha 06bABUTL CebH 6aHKpOTOM,
dKUMOHEPDbI HE MOoJ1y4YaT HNYEro, Kak NoOKa3saHO B diegyrwem npmnmepe



Mpumep
Tom Knapk cymTaeT, YTo Hawen cnocob nNponsBOAMUTb NOTPACAOLWME UIPYLWKA NO-NO,
MCNoNb3ya YTUNN3MPOBAHHble KOHCepBHble 6aHkuM. OH YyBepeH, 4YTO coyeTaHue

NONyNAPHOCTU 1O-0 1 3alMLLaloWEee >SKONMOMMI0 WUCNoNb3oBaHMe nepepaboTaHHbIX
MaTepuranoB NPOCTO ob6peKaeT ero NpoAyKLUMIo Ha ycnex.

OH co3paeT KomnaHuto, Yo-Yo Limited, ana nponsBoACTBa U NpogaXxkn Mo-no u npogaet
4yacTb akumin ceoemy gpyry Makcy, a octaBwmeca akymm BblKynaeT Ha CcBOU AeHbru. Makc
BHOCMT 10 000 ¢yHT. cTepnuHros, Tom BHOCUT MATb TbicAY, Tak yTo Yo-Yo Limited
HauMHaeT c KanuTtana B 15 000 GyHT. CTEPANHIOB, Kak MOKa3aHO HMXe:

Makc nokynaet TbicAvy akumin no 10 GyHT. 10 000 ¢yHT.
CTEPSIHIOB KaXkaas CTEePSIVIHIOB
Tom noKkynaeT TbiCAYY akuui N0 5 QyHT. 5000 ¢yHT.
CTEePIVHIOB KaXkaas CTePSIVIHIOB
HauanbHbin Kanutan Yo-Yo Limited 15 000 PyHT.
CTEePSIVIHIOB

K coxaneHuto, 6usHec He naet. [Mocne agByx neT HeyaayHoro 6M3Heca KOMMNaHMUA OCTaeTcA
6e3 cpepnct. MoCKONbKY KOMMaHWA 3afo/iXKafla HECKONbKO COTEH AO0NNIAapPOB apeHOHOoW
nnatbl, OHa 06BABNAET O CBOEM OAHKPOTCTBE N HEMMATEXKECNOCOOHOCTN.

Tom n Makc notepann ceon 15 000 GyHT. CTEPANHIOB, U €AUHCTBEHHON OTHOCUTENbHO
XOpoLen HOBOCTbIO And Toma n ero gpyra ABAAeTCcA TOT GaKT, YUTO OHU He MOTYT NOTEPATb
6onblue, YeM MHBECTUPOBaNM. AABNAACL aKLLMOHePamU, C OPUANYECKON TOUKN 3PEHMA OHN
He COCTaBNAIT e4NHOro Lefnoro ¢ KOMnaHuen — X akumm HAYEro He CTOAT, O4HAKO OHU
He 06A3aHbl N1IaTUTb NO CYETAM KOMMAHUN.

Tak KTO »Ke onnaTtuT HeorslayeHHble cyeta? OTBeT: HUKTO. Bnageney HeABUXNMOCTU He
NONYYnT NpUUMTalOWENCa eMy apeHaom nnaTbl.




5. The Risks Involved in Owning Shares

Learning Objective

4.1.6 Know the risks involved in owning shares: lack of profit; bankruptcy/collapse

As owners of a company, the shareholders face the risk that the company does not do well.
If the company makes no profit, it will not be in a position to pay any dividends to the

shareholders and those shareholders are unlikely to be able to sell their shares and make
any capital gain.

In the extreme case, if a company collapses into bankruptcy the shareholders will get
nothing, as shown in the following illustration:



Example
Tom Clarke thinks he has found a way to manufacture the ultimate yo-yo using recycled

tin cans. He is confident that the combination of the popularity of yo-yos with the
environmentally friendly use of recycled materials will make his yo-yos a big success.

He sets up a company - Yo-Yo Limited - to manufacture and sell the yo-yos, selling some
shares to his friend Max and using some of his own money to buy the remainder. Max
contributes £10,000 and Tom contributes £5,000, so Yo-Yo Limited starts with £15,000 of
cash, as shown below:

Max buys 1,000 shares for £10 each £10,000
Tom buys 1,000 shares for £5 each £5,000
Yo-Yo Limited starting cash £15,000

Unfortunately, the business does not do well. After struggling for a couple of years, the
company runs out of cash. Since it still owes a few hundred dollars in rent, the company is
declared bankrupt and unable to pay its bills.

Tom and Max have lost their £15,000 and the only bit of good news for Tom and his co-
investor friend is that they cannot lose any more than their invested money. As
shareholders they are legally separate from the company - their shares are worth
nothing, but they do not have to pay the company’s bills.

So, who does pay the unpaid bills? The answer is no-one - the landlord will not get the
unpaid rent.




Co6CTBEHHbIN KannTan HAXOAUTCA HA CAMOW HUXHEN CTYNMEeHN NMULLEBON LLEMOYKM.




e Bcnyuyae 6aHKpOTCTBA NePBbIMM CBOW A€HbIN NonyyaT KpeanTopbl.
e Ecnm nocne 3Toro oCTaHyTCs Kakne-HMbyab CpeacTBa, TOJIbKO TOrAa akuMoHepbl MOTyT
PACCUNTBLIBATb XOTb HA KaKyl0-TO KOMMEHcaLuto.

Ecnu CYMMMNpPOBATb, PUCKN, C KOTOPbIMA CTAJIKUBAKOTCA dKUMOHEPDbI, 3aK/TIOYAOTCA B TOM,
yTO:

L KOMMaHMA HE NONYy4YnUT [OCTAaTOYHO I'Ipl/|6bIJ'II/I ONA BblM1aTbl ANBUAEHOOB
° CTOMMOCTb aKuun ynaget — BO3MOXHO, 4O HYyNA B dly4ae 6aHKpOTCTBa nnn Kpaxa
KOMMaHnN.

YnpakHeHve 4

Bce 13 HMKenepeuncneHHOro ABAAETCA MOTEHUMANbHbIM MCTOYHMKOM AOX04a OT akuuwu,
3A WCKITIOYEHWEM cnepytowero:

PerynapHasa BbinnaTta guBnaeHnoB
MpnpocT Kanntana

PacTywun pasmep gnsnaeHnos
[MpoueHTHbIN JOX0oA

Q N T W

(BbIFICHI/ITb OTBE'D

YnpaxHeHvie 5

Y6bITOUHasA KOMNaHNA 06bsABMNA O CBOEM 6aHKpOTCTBe. Kakon n3 aieayouinx BapmnaHToB
Nyduwe BCero onncbiBaeT, YTO np0|/|30|7|p,eT C HernoraweHHbIMN gonramm?

Nx noracnt 6aHK KOMMNaHUW.

Nx noracar adKUMNOHePbl KOMMNaHUNN.
Nx noracut rocygapcreo.

OHu OCTaHYTCA HEBbITU1a4YE€HHbIMW.

o n oo

(BblﬂCHl/lTb OTBE'D




Equity is at the bottom of the food chain.




e Inthe eventofcollapse it will be the lenders that get their money first.
e Onlyifanythingis left will the shareholders get anything at all.

In summary, the risks faced by shareholders are:

e thatthe company’slevel of profits (or losses) meansitis unable to pay dividends
e that the value of shares falls - potentially to zero if the company collapses into
bankruptcy.

Exercise 4

All of the following are potential sources of return from shares EXCEPT?

Regular dividends
Capital gain
Increasing dividends
Coupons

Q N T W

@eveal answea

Exercise 5

An unsuccessful company collapses and falls into bankruptcy. Which of the following best
describes what will happen to the unpaid debts?

The company’s bankers will pay them

. The company’s shareholders will pay them
They will be paid by the government

. They will remain unpaid

QO nNn oo

@eveal answea
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Chapter Five
Bonds

1. Introduction to Bonds

2.Bond Issuers

3. Features of Bonds

4. Bond Terminology

5. Advantages and Disadvantages of Investing in Bonds
6. Credit Rating Agencies

7. Bonds or Equities?

This syllabus area will provide approximately 6 of the 30 examination questions.







1. 3HAKOMCTBO C o6nMragnamm

Llenb o6yueHns

5.1.1 3HaTb onpegeneHne obnuraymim 1 OCHOBaHNA ANA X BbiNYCKa: anbTepHaTMBa
3aliMam U SMUCCUKN aKL I

Mbl yxe rogopunu o6 obnuraumax paHee u 3Haem, YTo obnurayuum — 3TO JONrOBble
pacnuckn. bonee oduuymanbHoe onpepeneHme 3BYUUT TaK: AONTOBOW WMHCTPYMEHT, C
MOMOLLbIO KOTOPOro WHBECTOP [JdaeT [AeHe)Hble cpeacTtBa B JAOAT CyObeKkTy mnpasa
(HaNpMMep KOMMaHWK WAM TOCYAAPCTBY), KOTOpbI 6epeT 3TM cCpeAacTBa B3allMbl Ha
onpeaeneHHbI CPOK 1 N0 PUKCMPOBAHHON MPOLEHTHON CTaBKe.

OueBMAHO, YTO 3MUTEHT BbiNycKaeT obnurayum, 4ytobbl NpUBREeYb PUHAHCUpPOBaAHKE,
Hanpumep ANA KaKON-TO KOHKPETHOW 3a/laun, Kak MoKa3aHo B cyieflylolem npumepe.






1. Introduction to Bonds

Learning Objective

5.1.1 Know the definition of a bond and the reasons for issue: alternative to loans or
issuing shares

Having already encountered bonds earlier in this workbook, we know bonds are essentially
IOUs. However, a more formal definition of a bond would be: a debtinstrument whereby an
investor lends money to an entity (such as a company or a government) that borrows the
funds for a defined period of time at a fixed interest rate.

Clearly, the reason for issuing bonds is for the issuer to raise finance, perhaps to fund
something in particular as shown in the example below.



Mpumep

Crazy Jet Inc aABndAetcAa HebONbWOW aBUAKOMMAHUEWN, yCNewHO Begywen OusHec wu
XKenawuwen pacwnmputb CBOM aBMALUMOHHBIN nNapK. B KayecTBe noTeHUMaANbHOrO
NCTOYHMKA Heobxopgmmbix cpenctB Crazy Jet paccmaTpuBaeT 3aem B OaHKe, KOTOpPbIN
MOXeT ObiTb NpeAocTaBfeH Ha NATb neT noa 8%. B ntore KomnaHna pellaeT NpuBeyYb
dMHAHCMpPOBaHMe NyTeM BbinycKa Tbicaum obnuraumm no 1000 gonn. CLUA kaxpas. CtaBka
no 3Tum obnuraumam 6yaeT cCoCTaBNATb NULWb 5%.

Yunn Jleng wumeet 1000 ponn. CLIA, KoTtopble xouyeT WHBecTMpoBaTb. OH neTan
camonetamn Crazy Jet, 1 eMy NOHPaBWUIOCb KaYeCTBO OOCNYXMBaHNA B 3TON KOMMAHUN.
OH pewaet npunobpectn opgHy obnurauuto, nnatut 1000 ponn. CILUA mn nonyuvaet
caepywlouwee:

Honrosas pacnucka
1000 gonn. CLLUA

YKazaHHas cymma bynet
BO3BpallleHa Yepes NATb neT
(30 nioHA).

5% yKa3aHHOW cymmbl OyayT
BbINAAUYMBaTLCA €XXEroAHO,
30 1IoHSA, BNNOTb A0 AaTbl
noraLleHns BKNOUYNTENbHO.

BbinyweHo Crazy Jet Inc




Kak noka3aHo B BblllenpuBegeHHOM Npumepe, SMuTeHT obnurauynni (Crazy Jet) npegnoyen
BbIMYCK O6GAMraumin  gpyrum BO3MOXHbIM GopmaM MpuBreYeHns ¢GUHaAHCUPOBAHUA.
O6bnuraunn okasanucb aewessne (Bbiniata NPOLEHTOB MO CTaBKe 5%), yuem GaHKOBCKUN

3aem (BblinaaTa NPoOLEHTOB No cTaBke 8%).



YnpaxHeHue 1. DuHancupoBaHue Crazy Jet

\

s
P
N O



Mouemy, no Bawemy MHeHuio, Crazy Jet He 3axoTenia BbiNyCKaTb aKkuUKW B KayecTBe
anbTepHATUBHOIO cnocoba npuBneyeHna GUHaHCUPOBaAHNA?

(BblﬂCHl/lTb OTBea

Ntak, obnuraynm ABnAIOTCA OAHWM W3 Tpex CrnocoboB, KOTOPbIMA KOMMAHWA MOXeT
npuBneyb Heobxonmbie en cpeacTsa. Jpyrumum cnocobamm ABNATCA 6AHKOBCKUE 3aliMbl U
BbINYCK akLUN.



Example

Crazy Jet Incis a small airline that has been successful to date and wants to expand its fleet
of aircraft. Needing to raise the necessary cash from somewhere, Crazy Jet considers
borrowing the money from a bank, and is quoted an interest rate of 8% for the five-year
loan it is looking for. Instead, it decides to issue 1,000 bonds, each for $1,000, in order to
raise the finance to buy more aircraft. Crazy Jet will pay just 5% interest on the bonds.

Will Lend has $1,000 to invest. He has travelled on Crazy Jet and particularly enjoyed the
experience.He decides to buy a bond, paying $1,000 and receiving the following:

| owe you (IOU)
$1,000

The above sum will be
repaid in five years' time
(on 30 June).

5% of the above sum will
be paid each year on 30
June up to, and including
the date of repayment.

Issued by Crazy Jet Inc




As shown in the above example, the issuer of the bonds (Crazy Jet) chose to issue bonds in
preference to other potential forms of finance. The bonds were actually cheaper (costing
5% in interest) than the bank loan that was available (costing 8% in interest).



Exercise 1 - Crazy Jet’s Financing



Why do you think Crazy Jet might not have wanted to issue equity as an alternative to
borrowing the money?

@eveal answea

So, bonds are one of three major ways for a company to raise finance. The alternatives are
bank loans and equity issues.



2. DMUTEHTbl o6nurauvn

Llenb o6yueHns

5.1.2 3HaTb SMUTEHTOB 0bGAMTaLNiA: FOCyaapCTBa, KOMMAHUY

OMUTEHTOB o6nmrau,vn7| MOXHO pa3fennTtb Ha AB€ OCHOBHbI€ Trpynnbl: KOMMaHUN W©
rocygapcrBa.

BU3HEC

I1Be OCHOBHbIX rpynnbl SMNTEHTOB obnura Lun
A

\ A

i
B
G ﬁ“ﬁ%ﬂ

KomnaHun FocypnapctBa
BbinyckatoT BbinyckatoT
KopnopaTuBHble rocyaapcCTBeHHble

obnuraymm obnuraumn



nOCKOJ'Ibe KOMMaHNWN MHOrAa Ha3bliBalOT KOprnopauunammn, anAa o6n|/|rau,|/||7|, BbIMyCKaeMbIX
KOMMNAHNAMMU, 4HaCTO UCNONb3YyETCA TEPMUNH KOpnopaTUBHbIE oﬁnmraqvwl.

Mpumep
Bbinyck o6nvrauuin Microsoft®, aBrycr 2016 r.

Kopnopauuna Microsoft®, KpynHenwmnin nponsBoanTenb NpPorpammHoro obecneyeHus B
mupe, B aBrycte 2016 roga npogana KopnopaTtuBHbIX obnurayum Ha cymmy 19,75 mnpga
ponn. CLUA. KomnaHnA npopjana ceMb pasHbiX rpynn obnurauni, npeaycmaTpuBatowmnx
pa3Hble CPOKM NOraweHNA N UMeOLWNX pa3Hble MPOLEHTHbIe CTaBKU:

BbinywieHHbIN 06bem CpokK noraweHuns lNpoueHTHasa cTaBKa
2,5 mnpg gonn. CLUA 3roga 1,1% rogoBbIX
2,75 mnppg ponn. CLLA 5 net 1,55% rogoBbix
1,5 mnpg gonn. CLUA 7 net 2,0% rogoBbiX
4,0 mnpg gonn. CLUA 10 net 2,4%

2,25 mnpg gonn. CLUA 20 net 3,45%
4,5 mnpga gonn. CLUA 30 net 3,7%

2,25 mnpp gonn. CLUA 40 net 3,95%

WTtoro 19,75 mnppg gonn. CLLA




2. Bond Issuers

Learning Objective

5.1.2 Know the bond issuers: governments; corporates

The issuers of bonds can be subdivided into two major groups - companies and
governments.

The Two Major Issuers of Bonds
BUSINESS ) i
2 &g
zgos) . f°
LARRL)

Companies Governments

Issuing corporate bonds Issuing government bonds



Since companies are alternatively referred to as corporates, bonds issued by companies are
often termed corporate bonds.

Example

Microsoft® Bond Issue, August 2016

Microsoft®, the world’s largest software maker, sold $19.75 billion of corporate bonds in
August 2016. It chose to sell seven individual groups of bonds, repaying the money at
different dates and paying different interest rates as follows:

Quantity issued Repayment il

payment

S50 3years 1.1% pa

SEvshin 5years 1.55% pa

$1.5bn 7 years 2.0% pa
$4.0bn 10 years 2.4%
$2.25bn 20 years 3.45%
$4.5bn 30 years 3.7%
$2.25bn 40 years 3.95%

Total $19.75bn




Microsoft® He yka3ana, Ha YTO NMOMAYT NPUBNEYEHHblE CPeaCcTBa. BO3MOXHO, YacTb N3 HUX
Oblna HanpaBfiieHa Ha PUHAHCMpoOBaHUe 3aaBneHHoro npunobpeteHusa Linkedin Corp 3a
26,2 mnpa ponn. CLWA. Pa3nnume B NpOLEHTHbIX CTaBKax AA pPa3HbIX rpynn obnuraumin
00yCcnoBNeHO TeM, YTO WMHBECTOPbl TPeObylT pa3HOW [OXOAHOCTU AnA obnuraymm c
pa3HbIM CPOKOM MoralleHuns.

YBennueHne tpebyembix MPOLEHTHbIX BbiMaT MO Mepe YBeNINYeHNA CpoKa MnoraleHus
ABNAeTCA CcoOnAeHMEeM MPUHLKNA PUCKa U BO3HarpakaeHudA. bonee gonrocpoyHbie
obnuraynn ABnAwTca 6osiee PUCKOBaHHbIMK, MO3TOMY MHBECTOPbl XOTAT MNONYUYUTb
6onbluee BO3HarpakgeHume. BepoAaTHocTb, uTto y Microsoft® noagatrca npobnembl B
TeueHue cneaylowmx CoOpoka neT, Bbllle, YeM aHANOrMYHasA BEPOATHOCTb ANA Neproaa B
Tpu roaa.

Kak BMOHO M3 BbllEeNPUBEAEHHOTO NpUMepa, KOMMAHUM MOTYT BbiMycKaTb obnuraunm c
Pa3HbIMW CPOKamMW MnoraweHua. YCTaHaBIMBAeMbIN CPOK noraweHua byaeT 3aBUCeTb OT
uenoro paga $pakTopoB, B TOM uncie OT PpUHAHCOBbLIX MIAHOB KOMMAHMU-DMUTEHTA W
CPOKOB, Ha KOTOpPble NHBECTOPbI FOTOBbI MPEAOCTaBUTb CBOM AEHbI.

MHorne pa3BuTble CTpPaHbl BbINYCKAOT 06AMraummn, NOCKONbKY OHWM 4YacTo TpaTAT B ropj
6onblie, yem cobupatot Hanoros. KpynHble cTpaHbl, Hanpumep CLIA, Ffepmanua, OpaHuna v
Benuko6putaHuma, BbinyckaoT 6onblimne o6bembl rocyAapCTBEHHbIX 0b6nnrayui.

Mpumep
BbinycK GpuTaHCKNX rocyaapcTBeHHbIX oonvrauvnm B pespane 2017 roga

B deBpane 2017 ropga BennkobputaHmna npogana obnuraumin (Hasbieaembix Treasury Gilts)
Ha 2,50 mnpg ¢yHT. ctepnuHros. O6nuraummn 6yayTt noraweHsl B 2047 roay, NpoLUEeHTHanA
CTaBKa MO HAM YCTaHOBJIeHa Ha YypoBHe 1,5% roaosblx.

YnpaxxHeHue 2. FlocypapcTBeHHble obnuraymm

oo oo
oo oo




Mouyemy Takme rocygapctBa, kak CLLUA n BennkobputaHusa, BbinyckatoT obnurayum?

CBbIﬂCHI/ITb OTBea

YToObl OaTb HeKOTOpOEe npeAcTaBfieHMe O MPM-YMHAX, NO KOTOPbIM rocygapcrBa MoryT
MOWTN HAa 3aMMCTBOBaHWE CPeACTB, B Clefylowem npumepe NpMBOANTCA KpaTKun ob63op
rocygapcreeHHoro 6iogxeta CLWLUA Ha rog, 3akaHumBawwwminca 30 ceHtabpa 2017 ropa.
[oCcypapCTBEHHbIN Bl0gXKeT — 3TO oxupaemble goxoabl 1 pacxoabl CLUA 3a nepunog. V13 Hero
BMAHO, YTO pacxoAbl NPeBbIWAT 4OXOAb.

HednunTt Heob6XO0AMMO NOKPbLITb, B pe3ynbTaTe Yero yBeNMuMBaEeTCA roCyAapCTBEHHbIN
ponr CLUA.



Microsoft® was unspecificabout how the money raised will be used although some of the
proceeds were probably used to help fund the previously announced acquisition of
LinkedIn Corp for $26.2 billion in cash. The different interest rates payable on the seven
bonds are driven by the returns demanded by investors for bonds with different
repayment dates.

The fact that the required interest payment increases as the time to repayment increases
is a function of risk and reward. Longer-dated bonds are more risky and hence the
investors want greater returns — Microsoft® is more likely to have problems over the next
40 years than over the next three years.

As the above example shows, companies can choose to issue bonds with different dates of
repayment. The repayment dates chosen will depend on a number of factors, including the
financial plans of the issuing company and the periods over which investors may wish to
invest.

A significant number of developed countries’ governments issue bonds, as they often
spend more in a given year than they receive in taxes. Major countries like the US, Germany,
France and the UK are all significant issuers of government bonds.

Example

UK Government Bond Issue, February 2017

The UK government sold £2.50 billion of bonds called Treasury Gilts in February 2017.The
bonds will repay the borrowed money in 2047 and will pay interest of 1.5% each year.

Exercise 2 - Government Bonds

oo oo
oo oo




Why do governments such as the US and the UK issue bonds?

@eveal answea

To provide some insight into the reasons governments might want to borrow, the
following example outlines the US federal budget for the year ending 30 September 2017.
The federal budget is the expected income and expenditure of the US for the period and
shows that expenditure exceedsincome.

This deficit needs to be funded in some way and increases the US’s national debt.



Mpumep

FocypapcTtBeHHbIn 6togkeT CLLUA Ha 2017 rog

COBOKyMHble OXKAaeMmble NOCTYM/IEHUA, MaBHbIM 0O6pa3oMm, 3a CYET HANTOTOB, COCTABMAKT
3,21 1pnH gonn. CLUA. CoBoKynHble pacxobl COCTaBAAT nopaaka 3,65 TpnaH gonn. CLUA.

PasHuua me)xay 3TMMM [BYMA MNOKasaTeNaAMU O3HauyaeT, 4YTo OXWAAeMble pacxopnbl
npnbnusntenoHo Ha 0,44 TpnH gonn. CWA (310 440 TbicAY munnmoHoB pgonn. CLUA!)
NpeBbIWAT NOCTYyNNeHNA. Ty pa3HMLYy Heobxoammo OyaeT NOKPbITb 3a CYEeT BbiNycka
roCyfapCTBEHHbIX KPAaTKOCPOUHbIX 06nuraunm mmHmucrepcrea ¢pruHaHcos CLUA.

3. XapakTepucrukmn oonmraumnmn

Llenb 06yueHns

5.1.3 3HaTb XapaKTepPUCTUKM 0O6NMraLnuin: CpoK NoraweHna, perynapHoOCTb BbinaaThbl
NPOLEHTOB, BO3MOXXHOCTb KYIM/IN-NPOogax)un

Bce ob6nuraymmn, Kak nNpaBunO, MMeIT OMNpefesieHHble KIUYEBble XapaKTEPUCTUKK, B
YaCTHOCTM pJaTy, B KOTOPYK BO3BpalLaldTCAd 3aUMCTBOBaHHble CpPeACTBa, a TaKkKe
perynApHoCTb, C KOTOPOW 6yayT NPON3BOAUTLCA BbiNAaTbhl NPOLEHTOB. ECnn BepHyTbCA K
npumMmepy c KopnopatueHbiMn obnuraumamm Crazy Jet, TO MOXHO Cpa3y 3aMeTUTb 4Be 3TK
XapaKTepUCTUKMN.



Honrosasa pacnucka
1000 gonn. CLUA

YKazaHHaA cymma Oyget
BO3BpalleHa yepes nATb NieT
(30 ntoHA).

5% yka3aHHoOW cymMmmbl 6yayT
BbIMlaynBaTbCA €XXerofHo,
30 vtoH4, BNNOTb A0 AaThbl
noratleHnA BKNIOYNTENbHO.

BoinyweHo Crazy Jet Inc




MoraweHne 6ygeT NponsBeAeHO yepes3 NATb fieT, a BbiMjiaTa NPOLEHTOB NPOUN3BOAUTCA
exxerogHo 30 mioHA. Kaxkabin pa3 6yget BbinnaumBatbca 5% x 1000 gonn. CWWA = 50 gonn.
CLWA. No HekoTOpbIM O06AUTaLMAM NPOLEHTbI BbiMauMBalOTCA Yalle, HANPUMepP He pas B
rog, a pas B nonroga. Ecnu 6b1 Crazy Jet BbinnaunBana NnpoueHTbl Kaxable nonroaa, oHa 6ol
pa3genuna exerogHyio Bbinnaty B 50 gonn. CLUA Ha gBe Bbinnatol B 25 gonn. CLWA, ogHa —
31 pekabps, a gpyraa — 30 ntoHs.



Example

US Federal Budget 2017

Total expected receipts, mainly from taxes, add up to $3.21 trillion. Total expenditure
adds up to approximately $3.65 trillion.

The difference between the two is that the expected spending is approximately $0.44
trillion (that is 440 thousand million dollars!) more than the receipts. This difference will
need to be funded through the issue of US Treasury bills (T-bills).

3. Features of Bonds

Learning Objective

5.1.3 Know the features of bonds: repayment date; frequency of interest payments;
tradeable

All bonds tend to exhibit certain key features — particularly a date when the bond will repay
the money loaned and the frequency at which the interest payments will be made.
Returning to our earlier example of the Crazy Jet corporate bond, both of these features are
clearly displayed:



| owe you (IOU)
$1,000

The above sum will be
repaid in five years’ time
(on 30 June).

5% of the above sum will
be paid each year on 30
June up to, and including

the date of repayment.

Issued by Crazy Jet Inc




The repayment date is in five years’ time and the interest payments are paid annually on 30
June. Each interest payment will be 5% x $1,000 = $50. Some bonds pay interest more
frequently, perhaps semi-annually rather than annually. If the Crazy Jet bond paid interest

semi-annually then it would split the annual $50 into two $25 payments, one on 31
December and the other on 30 June.



O6nuraynm ABNATCA PbIHOYHBIMU UHCTPYMEHTAMN. DTO O3HAYAET, YTO UX MOXKHO NMOKYNaTb
N npofaBaTb. YToObl MOHATb, NOYEMY 3Ta XapaKTePUCTMKA MOXKET MMEeTb BaXKHOE 3HaUYeHue,
faBanTe BepHeMcA K Yunny JleHay, kynuewemy obnurayuto Crazy Jet.

Mpumep
Yunn Jleng kynun obnuraymto Crazy Jet, no KOTOpPON OCHOBHaA cymma B pa3smepe 1000

ponn. CLLUA 6ypeT Bo3BpalleHa yepes NATb JieT, a NPOLEHTbl BbIMNIa4YMBaOTCA €XXerogHo
no ctraBke 5%, T1.e.50 ponn. CLLUA kaxkgbivi rog 30 nioHs.

Mpowno Tpu roaa, n y Yunna Bo3HUKNM GuHaHcoBble npobnembl. OH nbiTaeTca cobpatb
HeoOXoAMMyl0 CyMMY Ha MOKYMNKYy aBTomMob6una n gononHutenbHaa 1000 gonn. CLLUA emy
6bl oueHb npurognnacb. CnaceHmem moXxeTt ctaTb obnuraymna Crazy Jet. Obnmnraymm Mo>KHO
NOKynaTb U NpPOAaBaTh, TaK YTO YU MOXKET BbICTaBUTb CBOK 06AMraymio Ha npoday.
Takum obpasom, oH cmoxeT BepHYTb 1000 gonn. CLWA, otaaHHyto 3a obnurauyuio, Ha ABa
roga paHble gatbl noraweHua. OgHako OH noTepsAeT Bce byaywme BbinNaatbl NPOLEHTOB.
3TV AeHbr NONYYNT HOBbIN Bnageney obnuraumn.

DQaktopbl, onpegendawwme, cmoxet nnm Yunn nonyuutb 1000 gonn. CWA 3a cBow
obnuraumnio, BKI0OYaloT:

1. ycnewHocTb KOMMepueckon geatenbHocTn Crazy Jet Ha JaHHbIA MOMEHT
2.  MOXeT N1 MNpPOLEeHTHaa cTaBka B 5% no-npeKHemMy KOHKYpUpOBaTb C APYrMmu
dbopmamun MHBECTMUWIA, HANPUMEP NPOLEHTaMM, BbiNlauyMBaeMbiMU MO 6aHKOBCKUM

Aeno3nTam.
XapaKTepuctmkum obnurauuin
[JaTa noraweHus Bo3mMOXKHOCTb NOKYNKW/npogaku
Korpa 6ynyT Bo3BpalleHbl ieHbrn O6nuraunmn MoOXHo NpoaaBaTh Ao

OaTbl UX rnoraweHumA

HPOLI,EHTHaFI CTaBKa N perynapHoOCTb BbinnaTt

Bbinnaunsaemble NPOoUeHTbl N PerynapHoOCTb X BblMaTbl

%



Bonds are tradeable instruments. This means that they can be bought and sold. To see why
this feature might be important, let’s revisit Will Lend, who purchased a Crazy Jet bond in
the earlier example.

Example

You will recall that Will Lend purchased a Crazy Jet bond that will repay $1,000 in five
years' time and pays annual interest of 5%, or $50 every year on 30 June.

Three years have elapsed and Will has money problems himself. He is trying to get
together enough cash to buy a car and could really benefit from an additional $1,000. The
answer may lie with the Crazy Jet bond - the bonds can be traded, so Will can offer the
bond for sale. Hopefully, he will be able to get $1,000 for the bond two years earlier than
the repayment date. However, he will obviously miss out on any more interest payments
— these will be paid to the new owner of the bond.

The factors that will impact whether Will can get $1,000 for his bond include:

1.
2.

whether Crazy Jet is still successful in business
whether the 5% coupon that is available on the bond is still competitive with other
forms of investments, such as the interest payable on deposits with banks.

Bond Features

A AN
r@ : %
Repayment date Tradeable
When the money will be returned Bonds can be sold before they reach their

repayment date

Interest rate and frequency

Percentage paid as interest and how often it is paid

%



4. TepmunHonoruns

Llenb o6yueHuns

5.1.4 3HaTb OCHOBHbIE TEPMUHDbI: HOMUHAN, KYyNnoH, aTa noraweHnA/BbI Kyna, JOXOOHOCTb

Kak n B ¢mHaHCOBOWN oTpacnn B Lenom, B cbepe obnnraynuin Mcnonb3yeTca MHOXKECTBO
TEPMUHOB, KOTOpPble HEOOXOAMMO 3HATb.

HoMmuHanbHas cTOMMOCTb O6AMrauMm — 3TO CYMMa, KOTOPYIO 3aHMMaeT >SMUTEHT
obnurayunm n KoTopas 6yaeT Bo3BpalleHa B AaTy noraweHua. OHa TakKe Ha3blBaeTcA
HOMWHANOM W/N HapVLATENIbHOW CTOMMOCTbIO (MOCKOJIbKY 3Ta CyMMa YKa3aHa Ha
obnuraynoHHom cepTudnKkaTe — AONrOBON PacnnNCKe).

JlatTa, B KOTOpYl BO3BpallaeTcA OCHOBHaA CyMMa, KakK MpaBu/o, Ha3biBaeTcA pAaTon
norawieHna Uau AaTol BbIKynma. Tak yTo Bbl MOXeTe ycibiwaTtb ¢ppasy, uto obnuraumm
noanexxar noraweHnto Yyepes NATb S1eT UK BbIKYNy Yepes NATb NeT.

npOLl,eHTHaﬂ CTaBKa, HayncnAaemaa Ha HOMMHaJIbHYO CTOMMOCTb, KaK NpaBu0O, Ha3blBaeTCA
KynoHOM o6n|/|rau|/1|/|.

Ecnn BepHyTbcA K npumepy ¢ obnuraumen Crazy Jet, HOMUHaNbHAA WU HapuuaTenbHasA
cToumoctb obnuraumm coctanAaet 1000 ponn. CLWA, cpoK noraweHuMs WAW BblKyna
COCTaBNAET NATb NeT, a KYNoH cocTtasnAaeT 5%, BbinnauynBaembix exerogHo 30 nioHs.

Honrosas pacrnncka
1000 gonn. CLLUA

HomuHanbHaa cToMMoCTb

YKa3zaHHas cymma 6yaet
BO3BpallieHa Yepes NATb NieT
(30 nioHA).

CpOK noraweHna nnn Bbikyna

5% yKazaHHOI cymmbl 6yayT
BbIMjlaunBaTbCA €XXerofHo,
30 nioHA, BNOTb A0 AaThl

noraweHnA BKIKYNTENbHO.

KynoH

BoinyweHo Crazy Jet Inc




4. Bond Terminology

Learning Objective

5.1.4 Know the key terms: nominal; coupon; redemption/maturity; yield

Like finance generally, there are a number of terms that are used for bonds which need to
be understood.

The nominal value of a bond is the amount that is owed by the bond issuer, and that will be
repaid on the repayment date. It is also referred to as the par value, or as the face value
(because itis the amount that is written on the face of the bond certificate — the I0U).

The repayment date is usually referred to as the redemption date, or the maturity date. So
commentators will talk about bonds redeeming in perhaps five years’ time, or maturing in
five years' time.

The interest rate that is applied to the nominal value is more typically termed the coupon
on the bond.

So, returning to our earlier example of the Crazy Jet bond, we can see that the nominal
value or face value is $1,000, the maturity or redemption date is in five years, and the
coupon is 5% paid annually on 30 June.

| owe you (I0OU)
$1,000 <

Nominal value

The above sum will be
repaid in five years’ time
(on 30 June).

Maturity or redemption date

5% of the above sum will
be paid each year on 30
June up to, and including

the date of repayment.

Coupon

Issued by Crazy Jet Inc



C 4.1 JoxoaHOCTb 06AMraymnn )‘

[MocnegHMM TEePMUHOM, KOTOPbIN HEOO6XOoAMMO paccMOTpeTb B CBA3U C obnuraumamm,
ABNAETCA AOXOAHOCTb. [JOXOAHOCTb — 3TO CMHOHUM NPUOBLINN N BblpakaeTcA rofo0BbIM
NPOLEeHTHbIM NoKa3aTenem. B cnyyae ¢ obnuraymamm BosHMKaeT cobnasH BOCNPUHUMATD
npnbbINb — [OXOA-HOCTb — KaK CMHOHMM KyMnoHa. OTO BEPHO, TONbKO ecnu obnurayua
NOKYyMNaeTcAa U NPoJAaeTCcA NO HOMUHANbHOM CTOMMOCTU. ECnn pblHOYHaA LeHa NnogHMMaeTcA
BblLE U OMYCKAETCA HMXKEe HOMUHANbHOW CTOMMOCTU, OXOAHOCTb 6yaeT oTnnyaTbCca oT
KYNOHa, MOCKOJIbKY MNpPW BbIYNCIEHUA [OXOAHOCTM Mbl AeNMM TOJOBOW KYMOH Ha
YyMNNauyeHHYI0 LiEeHY.

Mpumep

Bo3Bpawaacb K npumepy ¢ obnuraymen Crazy Jet, npu Bbinycke oHa 6bina npojaHa no
HOMWHanbHon ctoumoctu 1000 gonn. CLUA. Tak 4To nepBOHayanbHbIM NOKynaTenb, Ynnn
JNleHg, BNOXNN CpefcTBa B akLmMio, obecneynBatowyo JOXOAHOCTb B 5% — CTaBKa KynoHa
N [OXOOHOCTb AJ1IA 3TOM0 UHBECTOpPa OAMHAKOBbI, Ha ypoBHe 5% exxerogHo (50/1000 =
0,05x 100 =5%).

Tenepb nNpepcraBmMm, YTO NpOLIEN OAWH rog M OCTaNloCb YeTblipe roga 4O noraweHunaA
obnuraumnm Crazy Jet. DKOHOMMKA Ha NOAbEME, N CPEeLHME NPOLEHTHbIE CTaBKN BbIPOCNN,
Tak 4YTO B KauyecTBe anbTepHaTuBbl obnurauymam Crazy Jet, Hanpumep 6GaHKOBCKME
Leno3uTbl U gpyrne obnuraumu, npegnaraetca 6onee BbiCOKasa NMPOLEHTHaAA CTaBKa Ha
ypoBHe 7%. Ecnu B 3TOT MOMeHT Yunn JleHg 3axo4yeT NnpofaTb CBOK 06nUraumnio, HU OguH
WHBECTOpP He cornacmnca 3annatntb 3a Hee 1000 gonn. CLUA n nonyyatb Bcero 5% poxopa
— BCe XOTAT 6onblien JOXOQHOCTU, MOCKOJIbKY NO APYrUM NPeanoXXeHNAM CTaBKN BblLle.

Tpebyemaa [OXO4HOCTb BbIPOC/a, @ 3HAUYNT, LeHa Ha obnurayun Crazy Jet ynaget, utobbl
obecneuynBaemas o6nurauAMn JOXOAHOCTb O6blla KOHKYPEHTOCMOCOOHON.



[lonroBas pacnucka
1000 ponn. CLLUA

YKa3zaHHasA cymma byaeT
BO3BpalleHa Yyepes nATb net
(30 noHA).

LleHa cHu3unacb
1000 gonn. CLUA

5% yKa3zaHHOW CyMMbl OyayT
BbIMNJa4YNBaTbCA €XKEerofHo,
30 UoHA, BMJIOTb 40 AaThl

fnoralleHnAa BKIKOYNTEJIbHO.

800 monn. CLUA

BoinyweHo Crazy Jet Inc



3 BblluenpnBedeHHOro Npumepa BUAHO, YTO B CJlyyae pOCTa NPOLEHTHbIX CTaBOK nocne
BbiMycka obnurauumm Heob6XOAMMO yBenMyeHne [OXO[HOCTW, 4TOObl npuBneyb
nokynatenem m cymeTtb npogatb 3T obnurayun. ObecneynTb yBennyeHne JOXOQHOCTM
MOXHO TOJIbKO NyTem CHuMXeHua ueHbl. B npumepe ¢ Crazy Jet KynoOHHbIN naaTex He
MEHAETCA, OQHAKO LieHa CHMXKAeTCA, TaK YTO BbiMsauynBaeMbll KynoH B pa3mepe 50 gonn.
CWA cocTtaBnaeTt 60nblwyto fON0 B NPOLEHTax OT ynaayeHHoun cymmbl ((50/800) x 100 =
6,25%).



C 4.1 Bond Yields )‘

The final piece of terminology to consider in relation to bonds is the yield. Yield is another
word for return and it is expressed as an annual percentage. For bonds, it is tempting to
think that the return - the yield - is the same as the coupon. This is only the case if the bond
is being bought and sold at its nominal value. If the traded price rises above or falls below
the nominal value, the yield will be different from the coupon, because to calculate the
yield you divide the annual coupon by the price paid.

Example

Returning to the Crazy Jet bond, we saw that when it was issued it was sold at its nominal
value of $1,000. So the original buyer, Will Lend, has invested in a bond that will provide
him with a yield of 5% - the coupon rate and the yield for the investor are the same, at 5%
each year (50/1,000 = 0.05 x 100 = 5%).

Now let’s presume that one year has elapsed and the Crazy Jet bonds have four years left
to run until they mature. The general economy is going well and interest rates in general
have gone up, so alternatives to the Crazy Jet bond, like deposit accounts and other
bonds, are offering higher rates of interest of 7%. If Will Lend were to consider selling his
bond at this point, no one would be willing to pay $1,000 and only receive 5% yield - they
would want a higher yield because higher rates are on offer elsewhere. The required yield
has increased, meaning the price of the Crazy Jet bond will fall such that the yield it
provides the buyer is competitive.



| owe you (IOU)
$1,000

The above sum will be
repaid in five years' time
(on 30 June).

Price
) slashed
5% of the above sum will $1,000
be paid each year on 30
June up to, and including
the date of repayment.

$800

Issued by Crazy Jet Inc



The example above shows that, if interest rates generally increase after a bond issue, then
to sell the bond the yield will have to increase to attract any buyer. The only way this can
happen is by reducing the price. In the Crazy Jet example, the coupon payment does not

change, but the price fall means that the coupon received of $50 is a bigger percentage of
the amount paid (6.25%, based on (50/800) x 100).



Cntyauma 6ygeT npAMO NPOTMBOMOJIOXKHOW, €CNN cCpeAaHne MPOUEHTHble CTaBKU
cHuXatTcA. MoKkynatenn obnuraumn 6yayT COrfacHbl Ha MeHbLIYI AOXOAHOCTb, TaK YTO
LeHa obnuraumnm BolpacreT.

CnepyeT OTMETUTb, UTO eCNK NoKynaTenb 6yaeT aepxatb obnmnraumio 4o AaTbl NOralweHus,
[OXOAHOCTb YBENIMYUMTCA 3@ CYET TOro, yto eMy 6yaeT BbinnayeHa 1000 gonn. CLUA, a oH
3annatmn 3a obnuraymio nuwb 800 gonn. CLWUA. Ecnu npu pacyete JOXOAHOCTU KYMOH
NPOCTO [eNnuTCA Ha UeHy, 3TO Ha3blBaeTcA TeKylen [OXOAHOCTblo. Ecnm B pacueTtax
MCMONb3yeTca MPUPOCT KanuTana (unm yb6bITOK), Korga obnurauyma gepXutca [o gatbl
noralieHuna, 3TO Ha3bliBaeTCA JOXOAHOCTbIO K NMOTralleHunto.

Ecnu cymmmnpoBaTth, cywectBsyeT ob6paTHaa 3aBUCUMOCTb MeXK4y AOXOAHOCTbIO M LleHaMM Ha
obnurauymmn. Ecnm Ttpebyemas [OXOAHOCTb pacTeT, UeHa obnurayun CcHuXaeTcda; ecnu
Tpebyemaa [OXOAHOCTb CHMKAEeTCA, LeHa obnuraumn pacteT. Ty 3aBUCMMOCTb MOMHO
npeacTaBUTb B BUAE Kauenen.

LleHa Ha o6nurauum

HoxoaHocTb o6nuraunn



YnpaxHeHue 3. loxogHOCTb




MonblTanTeCb OTBETUTb Ha TPY CJIEAYIOLMNX BONPOCA OTHOCUTENIbHO AOXOAHOCTH:

1. Tlo obnuraumm HommHanbHon ctonmoctbio 1000 gonn. CLUA v cpokom noraweHus
TpUAUaTb NeT BbIMIAuYMBaAETCA KYNOH Ha ypoBHe 7%. B fgaHHbIN MOMeEHT obnunrayua
TOPryeTca no HapuuaTenbHON LeHe. KakoBa TeKyLasa AOXOAHOCTb No obnurauymnm?

2. Ecnum uyeHa obnuraunm nagaet go 980 gonn. CLUA, 4TO NponcxoanT C LOXOQHOCTbIO?
OHa yBenuumBaeTca UM ymeHbluaeTca?

3. Ecnm ueHa ob6nuraymm Bbipactaet go 1100 pgonn. CLWA, ytOo nNpoucxoamnT C
AoxofHocTblo? OHa yBeNnnUYnMBaeTCA UK YMeHbLUaeTcAa?

(BblﬂCHl/lTb OTBE'D

C 4.2 MpoueHTHble CTaBKM 1 LieHbl Ha o6nurayun )‘

Kak obbacHAnocb B pasgene 4.1, ueHbl Ha 06AMraumMm 4YyBCTBUTESNIbHbI K U3MEHEHUAM
CpeAHUX TMPOLEHTHbIX CTaBOK, MOCKOJIbKY AOXOAHOCTb OyaeT KasaTbCs WHBECTOpaM
npuBneKaTeNbHOW TONbKO B TOM C/lyyae, €CAM OHA CnocobHa KOHKypupoBaTb C
AOXOAHOCTbIO aflbTe€PHATUBHbIX NHBECTULINNA.



It would be the opposite situation if interest rates in general fell. Buyers of the bond would
be willing to accept a lower yield and the price of the bond would increase.

Note that, if the buyer keeps the bond until its maturity date, the yield will also be
supplemented by the fact that the buyer will make a gain when the bond matures and
repays $1,000, because they only paid $800 for it. When the yield calculation includes only
the calculation of coupon divided by price, it is called the flat yield. When the calculation
includes the capital gain (or loss) if the bond is held until its maturity date, it is called the
yield to maturity.

In summary, there is an inverse relationship between yield and bond prices. If required
yields increase, bond prices decrease; if required yields decrease, bond prices increase. The
relationship can be thought of as a see-saw.

Bond Price

Bond Yields



Exercise 3 - Yields




Please try to answer the following three questions about yields:

1.  $1,000 nominal value of a bond redeeming in 30 years is paying a 7% coupon and is
currently priced at face value. What is the current yield on the bond?

2. Ifthe above bond'’s price falls to $980, what happens to the yield? Does it increase or
decrease?

3. If the bond'’s price now increases to $1,100, what happens to the yield? Does it
increase or decrease?

@eveal answea

( 4.2 Interest Rates and Bond Prices )‘

As explained in Section 4.1, bond prices are susceptible to movements in general interest
rates because for their yield to be attractive to an investor it needs to remain competitive
with the return available on alternative investments.



JllaBaiTe pacCMOTPUM 3TOT NpUHUKN 6oNee NoAPOOHO B cleayoLWeM YNpaXKHEHNN.

YnpaxHeHue 4. YTto npoucxoaur ¢ ueHom obnurauym Yactb 1

—=



Tenepb Bbl 3HaeTe 3aBUCMMOCTb MeXAy UeHOW obnuraumnm u ee [OXOLHOCTbIO.
MonpobynTte 3anonHUTb crnepyowyo Tabnuyy. CtTommocTb obnuraymii B CnegyoLlmx
CUTYaUMAX NOBbICUTCA, MOHU3UTCA UMW OCTAHETCA HEU3MEHHOIA?

Cutyauus LieHa BbipacTeT, ynager

WIN OCTaHeTCA Ha
npexHem ypoBHe?

EBponencknin LeHTpanbHbI 6aHK CHUXaeT NPOLEeHTHbIe CTaBKU B €BPO30He. YTo,
CKopee BcCero, npousonger C UeHaMWU Ha HeMeukume 1 ¢paHUy3cKue
rocyaapCcTBeHHble obnuraymm?

LleHTpanbHbin 6aHK BenunkobputaHmm (baHK AHrnuMm) nosblilwaeT MPOLEHTHbIE
cTaBKuW. YTo npoun3songeT ¢ LeHon Ha 6puTaHCKMe rocygapcTBeHHble obnuraunn?

(BblﬂCHl/lTb OTBea

5. Mnocbl U MNUHYCbI NTHBECTUPOBAHNA B

oo6nurayum

Lienb o6yueHuns

5.1.5 3HaTb NpenmyLLecTBa U HeJOCTaTKN MHBECTULMI B 06nUrayum: perynapHbii
poxon, PUKCMPOBaAHHbIX CPOK MOTalleHNA, KPeAUTHbIN PUCK

|/|3qu3 XapPaKTEPUCTUKN o6n|/|rau,|/||7|, ,ana|7|Te Tenepb paccMoTpmm mJIKCbl U MUHYCbI
MHBECTNPOBAHNA B O6J'II/IFaLl|/II/I. OCHOBHbIMM npemmywiectrBaMmn MHBECTUPOBAHUA B
o6n|/|rau,|/||/| ABNAKTCA ABE UX XaPaKTEPUCTUKN: KYNMOHDbI N COOK NOralleHuA.

MHBecTOpbl cuMTaloT npepckasyemblli pasmep Aoxoda MAKCOM, a MO OGONbLWIMHCTBY
obnurayunin BoinnavnmBaetTcs GUKCMPOBAHHLIN pa3mep foxoaa B ¢opme KynmoHOB pa3 Mau
ABa pa3a B rof. DTO COCTAaBAAET Pa3UTENIbHbI KOHTPACT C akUMAMU, pa3Mmep AMBUAEHAOB MO
KOTOPbIM MOXeT OblTb HenpeackasyemblM, MOCKOJIbKY Y KOMMAHUA OblBalOT Kak
NPWObINbHBbIE, TaK N YObITOYHbIE FO4bI.

AHanornyHoiM o6pa3omM MHBECTOPbI CYMTAIOT MOCOM TO, YTO BO3BPAT OCHOBHOWM CYyMMbl
O6yneT Npon3BOAUTLCA B 3apaHee OroBOPEHHYIO AaTy B OyayuieM. MIHBecTopbl 3HalOT, Koraa



MHBECTNPOBATb, KaKyld CyMMy U KOorga oHa 6yaeT Bo3BpaleHa. OnAaTb Ke 3TO cocTaBnfaeT
KOHTPaCT C WHBECTULMAMU B aKLWUW, LEeHa Npojaxu KOTOopbix B Oyayuiem 3apaHee
Hen3BecTHa. LleHbl Ha akunu MOTYT Kak BblpacTu, Tak 1 ynacTb.



The following exercise explores this further:

Exercise 4 - What Happens to the Bond Price? Part 1

—_=



Now you know the relationship between a bond’s price and its yield, try to fill in the
following table. Are the bonds likely to go up in value, down in value, or stay the same in
the following situations?

Situation Price will go up,

down, or stay the
same?

The European Central Bank decreases interest rates in the eurozone. What is likely to
happen to the bond prices of German and French government bonds?

The central bank in the UK (the Bank of England) increases interest rates. What will
happen to the price of UK government bonds?

@eveal answea

5. Advantages and Disadvantages of

Investing in Bonds

Learning Objective

5.1.5 Know the advantages and disadvantages of investing in bonds: regularincome;
fixed maturity date; credit risk

Now the features and characteristics of bonds have been encountered, the advantages and
disadvantages of investing in bonds can be considered. Two particular features provide the
key advantages of investing in bonds - coupons and the redemption date.

For investors, a predictable income is seen as an advantage and most bonds pay a stated
amount of income every year or half-year in the form of coupons. This is in stark contrast to
equities, where the amount of the dividend can be unpredictable as companies have
profitable or unprofitable years.

Similarly, it is seen as a positive feature that bonds will repay a set amount of cash at an
agreed date in the future. The investors know, when investing, how much and when the



redemption will occur. Again this contrasts with investing in equities, where the price at
which the shares can be sold is unknown - share prices can go down as well as up.

The potential disadvantage of investing in bonds is the possibility that the issuer will fail to
pay some or all of the coupons and the redemption amount because it does not have the
available funds. In such circumstances, the issuer is described as being in default. Less
substantial issuers are more likely to default than other, more substantial issuers. However,
rather than a complete default, just an increased possibility of default can have an adverse
impact on the return for an investor. This will be the case if the investor has to sell the bond
before it reaches maturity. Thisisillustrated below:



MoTeHUManbHbIM HEL4OCTAaTKOM UHBECTUPOBAHUA B 0b6nnraunm sBnAeTcs pUCK oTCyTCTBUA
CPEeACTB Y 3MUTEHTa ANA BbiNaTbl YacTU WM BCeX KYMOHOB, a TakXe AnA MoraweHus
OCHOBHOW CyMMbl. B 3TOM cflyyae roBOpuTCA, YTO SMUTEHT He BbINOJIHAET 06A3aTeNnbCTBa.
OMUTEHTDbI, UMetlowmne 6onee waTtkoe GpMHAHCOBOE NMONIOXKEHME, C 6oNblUe BEPOATHOCTbIO
MOTYT He BbINONHUTb CBOW 06s3aTenbcTBa. OgHAKO Ha AOX0J, NOJlyYaeMblii UHBECTOPOM,
MO>KeT HEFaTUBHO NMOBMIMATb HE TONbKO HEBbINONIHEHNE 06A3aTeNbCTB, HO AaXe BO3POCLNIA
PUCK NOAOOHOIO HencnonHeHUA. Takaa cUTyauna MOXKET BO3HUKHYTb, €C/TN MHBECTOP Xo4ueT
npoaatb o6nuraunm oo aatbl X NoraweHns. PaccmoTpumm Takyto BO3MOXKHOCTb Ha Npumepe.

Mpumep

KapntoH bappaT — My3blKaHT, NepeXXnBawwWmniin Taxenole BpemMeHa. K cyactblo, Korga oH
Xopowo 3apabaTbiBan, oH Nnpnobpen 15-neTHO0 06NMraumMio HOMUHANBbHOW CTOMMOCTbIO
10 000 ponn. CWUA, no KoToOpoOn BblMJIaYMBaeTCA KYNOH Ha ypoBHe 6% roAoBbIX.
O6nuraymna sbinyweHa komnaHnen Worldwide Resourcesinc.

CpokK noraweHna obnuraynm HaCTynuT TONbKO Yepes CeMb €T, a AEHLIMN HYyXHbl KapATOHY
cenyac.[loaToMy OH pellaeT, UTo Nopa NpogaTb obnurayumio.

[poLEeHTHbIEe CTAaBKU OCTAlOTCA Ha TOM ’Ke YPOBHE, YTO U B MOMEHT npuobpeTeHuns
obnuraummn. OgHako Worldwide Resources Takxe nepe)kmBaeT TAXKenble BPeMeHa WU
CyLeCcTBYeT BO3POCLINIA PUCK, YTO OHA HE NCMOJTHUT CBOM 06A3aTeNbCcTBa NO obnnraynam.
MN3-3a 3TOro BO3pOCIWIEr0O pPUCKA WHBECTOPbl Tenepb XOoTAT 6Oonee BbICOKOro
BO3HarpaxgeHua u TpebytoT goxogHoctn no obnuraumam Worldwide Resources okono
14%. DTO O3HayaeT, YTo B Clyyae nepenpopakm LeHa obnuraymm, KOTOpon Bnageet
KapnTtoH, coctasut nuwb 6500 gonn. CLUA, a He 10 000 gonn. CLUA, KoTopble 3annaTtun 3a
Hee KapnToH.

[laHHbIN NpMMep MNOKasbiBaeT, UTO MPOUCXOAUT MPU Npofaxe obnuraumn O Jatbl ee
noraweHuns, eCNm BO3pOC PUCK HEUCNOJTHEHNA SMUTEHTOM CBOUX 06A3aTenbCTB. MIHOrAa 310
Ha3blBaeTCA yBeNnYeHneM KpeauTHOro pucka SMMTEeHTa — puUCKa TOro, YTO 3aMMCTBOBAHHaA
CyMMa (KpeauT) MoXeT ObiTb He BO3BpaLleHa.

KpaTKo cyMMnpyem OCHOBHblE NPenMyLLeCTBA NHBECTUPOBAHUA B 06NMraynu:

e npeackasyembln goxon B dopMe  peryndApHO  BbiMfayMBaeMblX  KYMOHOB
bMKCcMpoBaHHOIO pasmepa.
® TOYHO M3BECTHbl AaTa 1 CYMMa, BO3Bpallaemas Npu noraweHnu.



OCHOBHble HegoCTaTKu MHBECTNPOBAHNA B o6n|/|rau,|/||/|:

° (I)aKTI/ILIeCKOG HENCMNOJIHEHNE SMUTEHTOM CBOUX 00A3aTeNIbCTB — HeBbIMNMaTa KynoHoB
n/vinu HEBO3BpPaAT OCHOBHON CYMMbl.

e BO3POCWIMIN PUCK HEUCMONHEHNA 00653aTeNbCTB, NPUBOAAWNI K NAAEeHNIO CTOMMOCTH
obnuraynn.



default than other, more substantial issuers. However, rather than a complete default, just
an increased possibility of default can have an adverse impact on the return for an investor.
This will be the case if the investor has to sell the bond before it reaches maturity. This is
illustrated below:

Example

Carlton Barratt is a musician who has fallen on hard times. Fortunately, when he was
earning substantial money he purchased a $10,000 face value 15-year bond paying a 6%
annual coupon,issued by Worldwide Resourcesinc.

The bond’s maturity is still seven years away, but Carlton really needs cash now. He
decides that selling the bond is the sensible thing to do.

Interest rates remain the same as when he purchased the bond. However, Worldwide
Resources has itself not performed well and there is an increased risk that it will default on
its bonds. Because of this increase in risk, investors are now looking for an increased
return and a yield nearer 14% on Worldwide Resources bonds. This has meant that the
resale value of Carlton’s bond is only $6,500, compared to the $10,000 that Carlton paid
when he purchased the bond.

This example illustrates what happens when a bond is sold before maturity and the risk that
the issuer will default has increased. This is alternatively described as an increase in the
credit risk of the issuer — the risk that the amount owing (the credit) may not be repaid.

Here is a summary of the key advantages of investing in bonds:

e Predictable income in the form of regular, fixed coupons.
e Fixed date and amount to be repaid at redemption.

Here are the key disadvantages of investing in bonds:

e Actual default - the failure of the issuer to be able to pay the coupons and/or the
redemption amount.

e Anincreased risk of default resulting in a fall in the bond’s value.



YnpaxHeHue 5. YTo npoucxogur c ueHom obnurauvn? Yactb 2

o
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Monpobynte 3anonHWTb cnegyowyto Tabnuuyy. CToMmocTb Oob6AMrauum nNOBLICUTCA,
NOHU3NTCA NN OCTAaHETCA HEU3MEHHON?

Curyauvsa LleHa Bbipacrer,
ynaget wm

OocCTaHeTcAHa
npexxHem ypoBHe?

Buddy inc ABnsaetcsa HepTepa3BeAOUYHON KOMMAHUEN, TONbKO YTO 0b6bABMBLIEN 06
OOGHapPYXeHUN 3HAYUTENbHbIX 0O6beMOB nerkogocTynHon HedTn. YTO Mpomsonget c
ueHom obnuraymin Buddy, no kotopbim BbinnaumBaeTca 5%-n KynoH?

O6bembl npogak Anemone plc ynanu n3-3a cnaga Ha OCHOBHOM PblHKE KOMMaHUW.
Anemone paHee BbiNycTuna obnuvrayum, No KOTOpbIM BbiMsaumBaeTca 7%-iM KyroH.
YTto, cKopee BCero, nponsonaeT C LeHom 3TUx obnurauunin?

Lakeground inc o6bABuna 06 3MUCCUM 3HAUYUTENBHOrO KOMMYECTBA aKUWA AnA
CHUXEeHUA CBOen JONroBOn Harpysku. Yto, ckopee Bcero, npovsongeT C LeHamMn Ha
obnurauuu Lakeground?

(BblﬂCHl/lTb OTBE'D

6. PenTHroBblie areHTCTBa

Llenb 06yueHns

5.1.6 [ToHNMaTb PONb PENTUHIOBbIX areHTCTB: MHBECTULMOHHAA KaTeropua/
CNeKynATUBHAA KaTeropus

Mbl TONbKO YTO Y3Hanu, YTO MPOUCXOAUT, €CNn BO3pacTaeT KPeAUTHbIN PUCK IMUTEHTA
obnuraynin — MHBECTOPbl HAaUMHAOT BOMIHOBATbLCSA, MPOAOIIXKUTCA NN BbiniaTa KYNnoHOB U
6yneT N1 Bo3BpalleHa OCHOBHaA CyMMa B AaTy NoraleHuA. B pesynbtaTte HOBble MHBECTOPbI
He roTOBbl MAATUTb 3a OOMMrauuMKn TaKyl e LeHy, Kak paHblue. Kak 6bl10 nokasaHo B
npumepe cobnuraymamm Worldwide Resources, B utore yeHa obnmuraumni nagaer.

OueHKON KpeaguTHOTO puUCKa KOHKPETHOro 3MMUTEHTa obnuraumim mu MOHUTOPUHIOM BCEX
M3MEHEHNN 3aHUMAITCA He NPOCTO CylecTByUMe U NOTEHLManbHble nHBecTopbl. EcTb
HECKONIbKO CreyunanbHblX OpraHM3aunmn, Ha3blBaeMbiX PENTUHTOBbIMA areHTCTBaMu,
KOTOPbl€ N3YyYyaloT SMUTEHTOB OONIUTaLni N OLLEHMBAIOT UX KPeaUTHbIN puck. Ha MmpoBom
pblHKE OOMUHUPYIOT TPU PEMTUHroBbix areHTcTBa: Moody’s, Standard & Poor’s u Fitch



Ratings. B koHue 2015 roga B Poccnm noaBunocb co6CTBEHHOE PENTUHIOBOE areHTCTBO -
AHanutnyeckoe KpegntHoe PentuHroBoe AreHtcteo (AKPA).



Exercise 5 - What Happens to the Bond Price? Part 2

© 4

g a



Try to fill in the following table. Are the bonds likely to go up in value, down in value, or
stay the same?

Situation Price will go up,

down, or stay the
same?

Buddy inc is an oil exploration company that has just announced a significant discovery
of easily accessible oil. What happens to the price of Buddy’'s 5% coupon-paying
bonds?

Anemone plc’s sales have suffered due to a recession in its main market. Anemone has
a number of 7% coupon- paying bonds in issue - what is likely to happen to their
price?

Lakeground inc announces a substantial equity issue aimed at reducing its debt
burden. What is likely to happen to the price of Lakeground’s bonds?

@eveal answea

6. Credit Rating Agencies

Learning Objective

5.1.6 Know the role of credit rating agencies: investment grade/non-investment grade

We have just seen what happens when the credit risk of the issuer of a bond increases -
investors become more nervous about whether the coupons will continue to be paid and
whether the repayment will happen at maturity. The combination of these two factors
means that any new investors are not willing to pay as much for the bond as previously. As
what happened with Worldwide Resources bonds, the resultis that the bond’s price will fall.

Assessing the credit risk for particular bond issues and monitoring any changes is not just
done by the existing and potential investors — there are a small number of specialist firms
known as credit rating agencies that look at bond issuers and assess the credit risk. There
are three dominant credit rating agencies globally - Moody’s, Standard & Poor’s and Fitch
Ratings. In late 2015, Russia also established its own ratings agency - the Analytical Credit
Ratings Agency (ACRA).



Bce ueTbipe areHTCTBa NPUMEHAIOT CXOXNUE METOAbl OLLEHKN KPpeauTHOrO puUcka U B Utore
npeanaralT CXOXWUI pe3ynbTaT: cucteMy OYKBEHHOW OUEHKW, NO KOTOPOW IMUTEHTbI C
HaVMEHbLUNM KpeANTHbIM PUCKOM nonyyatoT o6o3HaueHme «AAA». Standard & Poor’s u Fitch
MCMONb3yOT OJMHAKOBYI Knaccudukauyuio, a Knaccmodmkauma Moody's Heckonbko
OT/INYAETCA, Kak MOKa3aHo B ciegytowem ctonbue.

FEUALLT PeiATUHIN
Standard & Moody’s
Poor’s/Fitch 4
AAA Aaa
AA Aa
A A
BBB Baa N
Bospacratowuii
BB Ba KpeanTHbIN pUcK
B B
CCC Caa
CcC Ca
C
D




OMUTeHTbI, nonyyuslwme ouyeHKy «<AAA» ot Standard & Poor’s, onncbiBaloTcA Kak umeiowme
«OYeHb BbICOKYI0O CMOCOOHOCTb CBOEBPEMEHHO U MOJIHOCTbIO BbIMOJIHATL CBOU JONTOBbIE
obasatenbcTBa», Fitch Ratings onmucbiBaeT ux Kak MMEKWUX «UCKTOYNTENBHO BbICOKYHO
CNOCOBGHOCTb CBOEBPEMEHHO MnorawaTtb puHaHCOBble obA3aTenbcTBay. Apyrumn cnosamu,
Takme >SMUTEHTbI, CKOpee BCero, CMOryT naaTuTb KYMOHbl W BEePHYTb HOMWHANbHYIO
CTOMMOCTb nNpu noraweHnn. Moody’'s npucsamBaeT ouUeHKY «Aaa» >SMUTEHTaM
«BblCOYAMLLIEro KayecTBa C MWHUMANbHbIM KpeauTHbIM PUCKOM», 4YTO, MO CYyLeCTBY,
coBragaeT C onpefeneHUAMN ABYX APYrux areHTcTB. [1o mepe pocTta KpeaMTHOro pucka
SMUTEHTA ero oueHKa areHTcTBamm cHu»kaetcAa. CaMmon HN3KOW OLLeHKOW, NMpucBanBaemMowu
Standard & Poor’s u Fitch Ratings, ssnaeTca «D». Kak npaBuno, ee NnonyyaloT SMUTEHThI, yXKe
He McnonHAawwme cBoOU 06MA3aTeNbCcTBa U He BbiMauyMBaloLWwe KynoHbl Mo obnurayunam.
Camoir H13Ko oueHKon oT Moody's aBnaeTca «C».

CywecTByeT BaxHas rpaHmua mexay obnmraumamm, KOTopble OLeHMBATCA KpeanTHbIMU
areHTCTBAMM KaK MMeloLWMe HU3KNI KpeanTHbIA PUCK, U ceoBaTelbHO, NOAXOAAWMMN ANnA
OCTOPOXHbIX WHBECTOPOB, N obnuraunammn, OTNNYALWNMNUCA MOBbIWEHHBIM PUCKOM, W
cnefoBaTeibHO, MeHee MoAXOAAWMMN OCTOPOXHbIM MHBECTOPaM. DTO FpaHuua MeXay
ob6nnMraumamMm MHBECTULMOHHOM KaTeropum m obnuraynamm CrnekynaTUBHOW KaTeropuwu.
OJTa rpaHuua npoxoguT HuMxe oueHkn «BBB» ot Standard & Poor’s n oueHkn «Baa» ot
Moody’s, Kak NOKa3aHO HMXe.



All four agencies adopt similar methods for assessing credit risk and have come up with a
similar output — an alphabetic system where the safest issuers with least credit risk are
termed ‘triple A’. Standard & Poor’s and Fitch use an identical scale, while the scale adopted
by Moody'’s is slightly different as shown in the next column.

Standard &

Poor’s/Fitch Mogdy :
. Ratings
Ratings

AAA Aaa

AA Aa
A A

BBB Baa .

Increasing levels

BB Ba of credit risk
B B

CCcC Caa

CC Ca
C C
D




Issuers rated triple A by Standard & Poor’s are described as having an ‘extremely high capacity
to meet their financial commitments’ and by Fitch Ratings as having an ‘exceptionally strong capacity
for payment of financial commitments’ — in other words, they are likely to be able to pay the
bonds’ coupons and repay the nominal value at maturity. Moody’s describes Aaa as
reflecting issuers of the ‘highest quality with minimal credit risk’, essentially saying the same thing
as the two other agencies. As the credit risk of the issuer increases, the assessment from the
agencies moves down the scale with the lowest for Standard & Poor’s and Fitch Ratings
being D. This is generally for issuers already in default and failing to pay the bond coupons.
The lowest rating from Moody’s is C.

There is an important dividing line between bonds that are rated by the agencies as having
less credit risk, and therefore more appropriate for prudent investors, and bonds that are
more risky and therefore less appropriate for prudent investors. This is the dividing line
between what are termed investment grade bonds and non-investment grade bonds, and
itisdrawn just below Standard & Poor’s BBB and Moody’s Baa levels as shown below.



PentnHrn

Standard & Pn:(ﬁ)::;lr:
Poor’s/Fitch
AAA Aaa
AR Aa MHBeCTMUMOHHan KaTeropus
A A
BBB Baa
BB Ba | T
B B
ccc Cha CneKynAaTuBHaA KaTeropus
cC Ca
@
D




YnpaxxHeHue 6. KpeauTtHble perTyHIN



3anonHuTe cneaytowyo Tabnuuy No KpeanTHbBIM PEATUHFaM

Standard & Poor’s/ Fitch Ratings, WHBecTULMOHHaA KaTeropus

KpepnTHbIN pefiTUHI

Moody’s unu Bce Tpu? N cnekynATUBHaA Kateropuna?
Aaa
AA
Ba
BBB




(BblﬂCHlllTb OTBea




Standard &

Poor’s/Fitch Moc?dy g
. Ratings
Ratings
AAA Aaa
AA Aa
Investment grade
A A
BBB Baa
BB Ba
B B
CCC Caa Non-investment grade
CcC Ca
C
D




Exercise 6 — Credit Ratings



Please complete the following table in relation to credit ratings:

Standard & Poor’s/Fitch Ratings, Investment grade or

Credit rating

Moody’s or all three? non-investment grade?
Aaa
AA
Ba
BBB




@eveal answea




7. O6nuraunn nnmv akyun?

Llenb o6yueHuns

5.1.7 MoHMMaTb BbIFrOAbl U PUCKU, CBA3AHHbIE C NCMOJIb30BaHNEM 3a€MHOTO KannTana B
CTPYK-Type GMHAHCMPOBAHUA KOMMNAHUN

Korga KomnaHua npuBnekaeT PUHAHCUPOBaHME, y HEe eCTb Ba BapuaHTa: 3aHATb CpeacTBa
(B dopme obnuraumin nnu 6aHKOBCKMI 3aliMOB) WU MPUBNEYb CPeAcTBa, NPOAaB 4acTb
cobcTBEeHHOTO KanuTana. Ytobbl npounalcTpupoBaTb NOCNeACTBUA BblbOpa OQHOro 13
3TUX BapMaHTOB, NPOAOIXKUM NCnonb3oBaTb npumep ¢ Crazy Jet.

NMpepnonoxnm, B Hauvane nepuopa Crazy Jet ctomna 100 mmnnuoHos pgonn. CLWA. Y
KOMMaHUM Xopowwuin nNpubbiNbHbIN rofd, ee CywecTBywWMe W HOBble Map-WpyThl
NONb3ylTCA 6ONbWKM CMPOCOM Y NacCaknupoBs. B utore B KoHUe roga komnaHmaA ctout 120
mun-nunoHos gonn. CILUA. Poct 3aropa coctaBun 20%.

120 mnH pgonn. CLWA

100 mnH gonn. CLIA T YBenunueHue Ha 20%

CtonmocTtb CronmocTtb
B Hayasne nepuoja B KOHLe rnepuopja



Tenepb, ecnn Mbl NpPeAnonoOXuMM, YTO B Havyane nepuopa ¢uHaHcuposaHme Crazy Jet
obecneun-eanocb 3a CYyeT COOCTBEHHOrO KanuTana M 3auMCTBOBAHWA CPeAcTB He
NPON3BOAUIOCH, a [AONONHUTeNbHOEe QUHAHCMpPOBaHME B TeyeHWe nepuofa He
npuBneKanocb, To Becb 20%- NPUPOCT 3a rof AOCTaHeTCA akymoHepam. Mx akumn 6yayt
CcTOUTb Ha 20% 6onblue, yeM B Havyane nepuoaa.



7. Bonds or Equities?

Learning Objective

5.1.7 Understand the benefits and risk of leverage in a company’s financing structure

When a company raises finance it has two broad choices - to raise money by borrowing (in
the forms of bonds or bank loans) or to raise money by selling more equity. To illustrate the
impact of choosing one over the other, we will further develop the example of Crazy Jet.

Let’s assume that Crazy Jet at the start of the period is worth $100 million. The company has
a good profitable year, filling its aeroplanes with passengers on both its existing routes and
a humber of new routes, and at the end of the year it is worth $120 million. That's an
increase of 20% over the year.

$100m T 20% up

Starting value Ending value



Now, if we assume that at the start of the period Crazy Jet was financed only by equity and
had no borrowing at all, and no additional finance was raised during the period, then all of
the 20% gain over the year will be to the shareholders. Their shares will be worth 20% more

than they were worth before.



100 mnH gonn. CLUA

Cob6cTBEeHHbIN
Kanutan

CtonmocTb
B Hayane nepuopa

120 mnH gonn. CLUA

CtoumocTb
B KOHUe nepunoja

20%-e yBenmuyeHme cTOMMOCTHU
cobCcTBEHHOrO Kanutana



A 4yTO, ecnn 6bl BMeCTOo GUHAHCUPOBAHMA B Havyane nepuopa WUCKNOUYNTENbHO 3a cuyeT
cobctBeHHoro Kanutana Crazy Jet 6bina npoduHaHcmpoBaHa Ha 50% 3a cyeT COOCTBEHHOTO
KanuTtana, a Ha 50% 3a cyeT 3aeMHbIX cpeacts? [lonycTuMm, UTO YPOBEHb JOJTa B TeYeHne
rofa octaBanca HensmMeHHbIM. B KoHUue nepuopa Crazy Jet no-npekHemy JosKHa 50 mnH
ponn. CWA. OgHako Bce 20 mnH ponn. CLUA npupocta gocratoTtca Brnagenbuam busHeca,
aKLMOHepam.

120 mnH gonn. CLIA

40%-e yBeninyeHne CTOMMOCTI
100 mnH gonn. CLUA COBCTBEHHOTO KanuTana
Co6cTBEeHHbDII Co6CcTBEeHHbII
Kanutan Kanutan
50 mnH 70 MnH
ponn. CLUHA nonn. CLLIA
50 MH 3aeMHblIi 3aeMHbIi 50 miH
ponn. CLIA KanuTtan KanuTtan ponn. CLIA
CroumocTtb CroumocTb

B Hayane nepnopa B KOHL e nepunoaa



DTO O3HayaeT, YTo COO6CTBEHHbIN KanuTan nogopoxan ¢ 50 mnH gonn. CWA B Hauane
nepuoga go 70 mnH gonn. CLWA B KOHue nepuopa. YeenuueHmne coctasuno 40% m ABHO

aKLMOHepbl NpeanoyTyT ero, a He 20%-e yBennyeHue B cnyyae puHaHcmpoBaHua Crazy Jet
NCKNIOYNTENbHO 3a cYeT COOCTBEHHOTO KanuTana.



$120m

$100m T
20% increase in the value
of the equity

Equity

Starting value Ending value



However, what if, instead of being 100% financed by equity at the start of the period, Crazy
Jet had been 50% funded by equity and 50% funded by debt? Let us assume that the debt
has not increased or decreased during the year; at the end of the period $50 million is still
owed by Crazy Jet. However, all of the $20 million increase in value has been earned for the
owners of the business, the shareholders.

$120m
40% increase in the value
5100m of the equity
$50m Equity Equity $70m
$50m Borrowing Borrowing | $50m

Starting value Ending value



This means that the equity has grown from a starting value of $50 million to an ending
value of $70 million. This is a 40% increase and will be preferred by the shareholders to the
20% increase they would earn if Crazy Jet were 100% equity-financed.



DTO TOJIOXUTENbHbIM pe3ynbTaT WUCNONb30BaHWA 3aeMHOro Kanutana. Ero ypoBeHb
onpeaenaeTca Kak COOTHOLWEHNE 3aeMHbIX CPeACcTB 1 COOCTBEHHOMO KannTana KoOMNaHuu.

YnpaxHeHue 7. Yto ecnn 6bl pasmep 3aMmcTBOBaHA Obin ewe Bbiwe? YacTtb 1



[MonbiTanTecb oueHWTb NOcCnefcTBMA ANnA akumoHepos Crazy Jet mpu aHanorMyHowm
cuTyaumu, ecnu Oobi:

a. pgonr coctaBnan 60%
b. ponr coctaBnan 90%.

(BblﬂCH UTb OTBE'D

B cnyyasax, Korga KoMmnaHMA 4EMOHCTPUPYET XOpOoLUMe pe3ysbTaTbl, MOXKET MOKa3aTbCsA, UTO
yem 6onblue A0NA 3aEMHbIX CPEACTB B CTPYKTYpe PUHAHCMPOBAHMUSA, TEM Nydlle. Yem Bbllwe
A0NA 3aeMHbIX CpeAcTB, Tem 6onblue NPpnobbINN AOCTaeTCA akLMOHepPaM.

OpHako 06beM 3aMMCTBOBAHUI, peanbHO AOCTYMHbIN KOMMAHWK, 3aBUCUT OT ABYX Bellei:

®  CKOJIbKO KpeaAuTopbl rOTOBbl NPeAOCTaBUTb B3allMbl M Kakue MPOLEHTbl OHM 3a 3TO
noTpebyioT.

e [lpn 3TOM, eCIM KOMNAHUA He MpeycneBaeT, BbICOKAA AONA 3aeMHbIX CpeacTB byaer
NMeTb NPOTUBOMOJOXKHbIN 3OPEKT.

Mpexae uyem npenocTaBUTb CBOW CPeAcTBa B3aWMbl, KpeauTopbl, Hanpumep OGaHKU u”
noTeHUWasnbHble NoKynaTenu obnurayunin, 6yaytT oueHMBaTb PUCKU, CBA3AHHbIE C 3aiMOM.
Yem 6Gonblue CcpefcTB 3aMMCTBYET KOMMaHUA, TEM Bbllle PUCKU. [TO3TOMY AONA 3a€MHbIX
CPEeACTB He [OMXKHA MpeBbllaTb YPOBEHb, KOTOPbLIN KPeaAUTOpbl COYTYT CAMLIKOM
PVUCKOBaHHbIM, YTOObI NPeaoCTaBUTb CBOU CpeacTBa. Kpome Toro, 4em Bbille CTaHOBUTCS
[0NA 3a€MHbIX CPeACTBA, TEM HUXKE OKa3blBAETCA KPeAUTHbIN PENTUHT, N3-32 YETO 3aeMHbIE
CpeAcTBa CTAaHOBATCA JOPOXKE UM BOBCE HEQOCTYIHbI.

Ecnn KomnaHmA He NPUHOCUT NPUOBBLINK, TO NCMONb30BaHNE 3aeMHbIX CPEACTB YBENNUYNBAET
He NpubbINb, a yObITKM akynoHepoB. [laBanTe BepHemcA K npumepy ¢ Crazy Jet n Ha 3TOT pa3
npeacTtaBMM, YTO CTOMMOCTb KOMMAHWMWM B paccMaTpuBaembll nepuog ynana co 100
munnnoHos gonn. CLUA B Hauane nepuopga ao 90 mmnnmnoHos gonn. CLLUIA B KOHUe nepuoga.



100 mnH gonn. CLIA 90 mnH gonn. CLUA

l CHuxeHune

Ha 10%

CronmocTb Cronmoctb
B Hayase nepuoja B KOHLe nepuoja



This is the beneficial impact of leverage. Leverage is the proportion of debt finance
compared to equity finance in the company.

Exercise 7 - What if the Borrowing Had Been Even Bigger? Part 1



Try to assess the impact on the shareholders of Crazy Jet in the same situation, but this
time with:

a. 60% debt
b. 90% debt

@eveal answea

The impact of leverage is that, when a company like the fictional Crazy Jet performs well, it
appears that the larger the proportion of the financing that comes from debt, the better.
The larger the leverage, the more the gain to the shareholders is magnified.

However, two particular things have an impact on how much borrowing companies like
Crazy Jet have:

e How much lenders are willing to lend, and how much they charge for that lending.
e The fact that, if the company does not perform well, a larger proportion of borrowing
will have the opposite effect.

Expanding on the first point, providers of debt finance, like banks and bond investors, will
consider the risks they face when making their loans. Simplistically, the more a company
borrows, the greater the risks. As a result, the proportion of debt cannot go beyond the
level that presents too large a risk for the lenders to be willing to lend. Furthermore, as the
proportion of debt increases, the credit rating assessment will fall, which will make the
borrowing more expensive, perhaps prohibitively so.

On the second point, if a company performs badly, then the impact of leverage magnifies
the loss to the shareholders rather than the gain. Let’s consider Crazy Jet again and this
time presume the value of the business falls over a period, from a starting level of $100
million to an ending level of $90 million.

$100m $90m

l 10% down

Starting value Ending value



Ecnn 6bl KOMNaHUA $MHAHCMPOBANacb UCKIUYNTENIbHO 3a cYeT COOCTBEHHOrO KanuTana,
MHBECTUL KN aKLuMOHepoB obecueHnnmcb 6bl Ha 10%. COBOKyMNHaA CTOMMOCTb BCEX aKL UM
coctasnana 100 munnmnoHos gonn. CLUA, Tenepb oHu ctoAT 90 munnnonos gonn. CLUA.

Kak nameHmnacb 6bl CTOMMOCTb akUuI, ecnnm 6bl KOMNAaHUA dMHaAHCMpPoBanacb Ha 50% 3a
CYeT 3aeMHbIX CPeACTBa, a Ha 50% — c nomMoLwbio CO6CTBEHHOTO KanuTana? Micnonb3oBaHue
3aeMHbIX CPeACTB yBenmumnno 6ol yobITKM akuMoHepoB. Ha KOHewl nepuoja KOMMaHMA no-
npexxHemy 6yget gosmkHa 50 munnmoHos gonn. CLIA, Tak yto cO6CTBEHHbIN KanuTan byger
ctouTb octaswmeca 40 munnuoHos pgonn. CLUA. 310 20%-e cHUXeHmne no cpaBHeHU ¢ 50
MmunnuoHamn gonn. CLUA B Hauane nepuoaa.

100 MmnH 90 MSH
ponn. CLLA fonn. CLLIA
IR 0 20%-e CHUeHne CTOUMMOCTI
CcoOCTBEHHOro Kanurtana

50 MAH Cob6¢cTBEeHHbIN Cob6¢cTBEeHHbIN 40 MK
nonn. CLUA KanuTan KanuTtan oA, CLUA
50 MSH 3aeMHbli 3aeMHbIn 50 MNH
posn. CLUA KanuTtan KanuTtan ponn. CLHA

CrommocTb CrommocTb

B Hauane riepmnona B KOHUe rnepnona



YnpaxHeHue 8. Yro ecnm 6b1 pasmep 3aMmcTBOBaHMA Obin elye Bbiwe? Yactb 2



MonbiTanTecb OUEHUTb NocneacTBuA anAa akumoHepoB Crazy Jet mpu aHaNOrM4HOM
yObITOUHOW cUTYyaLnu, ecnu 6bl:

a. pgonr coctaBnan 60%
b. ponr coctasnan 90%.

(BblﬂCHl/lTb OTBE'D

Ecnn cymmupoBaTb, ypOBeHb 3aeMHbIX CPeAcCTB ONnpepensaeTcA COOTHOLWEHMEM Aofra K
CO6CTBEHHOMY KanuTany KOMnaHuu. Yem BblLle J01A 3aeMHbIX CPeACTB, TEM Bbllle NPubbINb,
KOTOPYI MOy4yatoT akyMoHepbl KoMnaHMn. OgHaKo YeMm Bblile J0NA 3aeMHbIX CPeACTB, TEM
6onblue yObITOK, KOTOPbIN HECYT aKLLMOHEPbl KOMMAHUN.



Clearly, if the business were 100% funded by equity, the shareholders would have suffered
a 10% fall in the value of their investment. The shares were worth a combined $100 million,
now they are only worth $90 million.

What would have happened to the value of their shares if the business had been 50%
funded by debt and 50% funded by equity? Well, the leverage would have magnified the
loss for the shareholders. The business would still owe $50 million in borrowing at the end
of the period, so the equity would be worth the remaining $40 million. That is a 20% fall
from the starting value of $50 million.

$100m $90m
R e 20% decrease in the value
of the equity
$50m Equity Equity $40m
$50m Borrowing Borrowing $50m

Starting value Ending value



Exercise 8 - What if the Borrowing Had Been Even Bigger? Part 2



Try to assess the impact on the shareholders of Crazy Jet in the same loss situation, but
this time with:

a. 60% debt
b. 90% debt

@eveal answea

In summary, financial leverage is the proportion of a debt relative to the equity within a
business. The greater the proportion of debt, the more gains in the business are magnified

to the shareholders. However, the greater the proportion of debt, the more losses are
magnified to the shareholders.



YnpakHeHvie 9

Ina o603HaueHWA AaTbl, B KOTOPYK MCTeKaeT CPOK AENCTBMA obauraumum m SMUTEHT
BO3BpaLlaeT AepxaTtenio ob6nuraumin HOMMHaNbHYO CTOMMOCTb, MOXET MCMONb30BaTbCA
no6on n3 cnepyowmx sapmaHtos 3A UCKJTIOYEHMEM:

a. [aTbl noraweHunA

b. [OaTtbl BbiNAaTbl OCHOBHOW CYyMMbl
c. Hata npopaxu

d. [dartaBbiKyna

(BbIﬂCHI/ITb OTBea




Exercise 9

The date at which a bond’s life ends and the nominal value is paid by the issuer to the
bondholder is known by all of the following, EXCEPT:

Repayment date
Maturity date
Sale date
Redemption date

QN T o

@eveal answea
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% MpounssoaHbie prHaHCOBbIE
MHCTPYMEHTbDI

1. BBepeHue

Mpon3BOAHbIE MHCTPYMEHTbI HE HOBOE SIBJIEHNE, OHU CYLEeCTBYIOT COTHU neT. IcToputo nx
CyLleCTBOBaHNA MOXHO NpoOCneAnTb BMNOTb [O CENbCKOXO3ANCTBEHHbIX PbIHKOB, rAe
bepmepam TpeboBancaA MexaHU3M AnA  3aWuTbl OT KOJMebGaHUM UeH, BbI3BaHHbIX
nepenpon3BOACTBOM, a TOProBL bl HYXXAANNCb B 3awWwuTe oT gednymnTa NPOAYKLUN, KOTOPbIN
MOT BO3HMKHYTb B Nepunoabl Heypo»Kas.

YT1006bl 3adMKCMpoOBaTb LiEHY Ha CENTbCKOXO3ANCTBEHHYO NPOAYKLMIO B Npeaasepmmn cbopa
ypoxasa, ¢epmepbl 1 TOprosubl 3akntoyanun dopsapaHble KOHTpakTbl. OHU onpegenanu
LeHy, MO KOTOPOW OroBOPEHHbIN 06bem ToBapa MocCTaBnAnca ¢depmepom TOProBLY
(KOTOpble Ha3blBAlOTCA «KOHTPAreHTaMm» B CAeNIKe) B 3apaHee YCTAHOBJIEHHYIO AaTy B

byaywem.

Takme nepBble MNPOM3BOAHbIE KOHTPaAKTbl BHOCUMIN 3fIEMEHT oOnpeaeneHHOCTn B
KOMMepUYeCcKylo AeATeNIbHOCTb U NPUOGpenn KonoccanbHylo NONy-NAPHOCTb. B ntore mx
NonNynApHOCTb MpuBena K MNOABMEHUIO ApYrux ¢GOpPM MNPOU3BOAHbIX (GUHAHCOBBIX
WHCTPYMEHTOB, B YaCTHOCTU, PblOYEPCHbIX U OMUMOHHbIX KOHTPAKTOB, U K OTKPbITUIO
nepBoll B Mupe OUPXKM NPOU3BOAHbIX GUHAHCOBbLIX WHCTpyMeHTOB B 1848 rogy —
Yukarckon ToBapHom 6upxu (CBOT).

CoBpeMEeHHble PbIHKN MPOM3BOAHbIX PUMHAHCOBbLIX MHCTPYMEHTOB 6epyT CBOe Hayano B
TOProBfie  CenbCKOXO3ANCTBEHHOW MpoAyKumen, a COBPeMeHHble MNPOn3BOAHbIE
brHaHCOBbIE MHCTPYMEHTbI AABHO HE OFPaHNUYMNBAIOTCA CeNTbCKOXO3ANCTBEHHbIM CEKTOPOM
N NCNONb3YIOTCA ANA onepaunii C akumamm, obnuraymnamm, meTtannaMmm, SHEProHOCUTENAMMN
N MHO>KECTBOM APYrMX pa3HOOOpa3HbIX aKTUBOB.






% Derivatives

1. Introduction

Derivatives are not a new concept — they have been around for hundreds of years. Their
origins can be traced back to agricultural markets, where farmers needed a mechanism to
guard against price fluctuations caused by gluts of produce, and merchants wanted to
guard against shortages that might arise from periods of drought.

So, in order to fix the price of agricultural produce in advance of harvest time, farmers and
merchants would enter into forward contracts. These set the price at which a stated amount
of a commodity would be delivered between a farmer and a merchant (termed the
‘counterparties’ to the trade) at a pre-specified future date.

These early derivative contracts introduced an element of certainty into commerce and
gained immense popularity. Their popularity eventually led to the introduction of other
derivatives, particularly futures and options contracts, and the opening of the world’s first
derivatives exchange in 1848, the Chicago Board of Trade (CBOT).

Modern derivatives markets have their roots in this trading of agricultural products and
today’s derivatives have widened beyond agricultural products to include financial
instruments like shares and bonds, metals, energy and a wide range of other assets.



C 1.1 Ucnonb3oBaHne NPON3BOAHbIX PUHAHCOBbIX MIHCTPYMEHTOB )‘

Llenb o6yueHuns

6.1.1 3HaTb cnoco6bl 1 chepbl NPUMEHEHNA MPOU3BOAHbIX NHCTPYMEHTOB

[Mpoun3BoaHbIN GUHAHCOBBIA UHCTPYMEHT — 3TO GUHAHCOBBIA UHCTPYMEHT, LLEHa KOTOPOTO
OCHOBbIBAETCA Ha LleHe 6a30BOro akTuBa. Takon 6a30BbIN aKTUB MOXKET ObiTb GUHAHCOBLIM
MHCTPYMEHTOM, Hanpumep obnurauven wunu akumemn, a TakKe CblpbeBbIM TOBAPOM,
Hanpumep HedTblO, 30710TOM, CEpeOPOM, KYKypPYy301 UK NMWEHNLEN.

Mpon3BogHble GMHAHCOBbIE NHCTPYMEHTbI UMEIOT Lienbli psag ¢opm, BKntovaa popBapaHble,
¢bloyepcHble KOHTPaKTbl U onuuoHbl. DopBapAHble KOHTPaKTbl yXe YMNOMWHaNUCb BO
BCTYM/IEHUW K aHHOW rNaBe, a dbloyepCHble KOHTPAKTbl 1 ONUMOHbI 6yayT 6onee nogpo6bHO
pPacCMOTPEHbI B CieAyoWwmx pa3aenax.

B npuHunne, nponsBogHble PUHAHCOBbIE MHCTPYMEHTbI UCNONb3YIOTCA C OOAHOW U3 ABYX
yenen — xefXXUpoBaHue 1 cnekynauums.

XepxupoBaHue

XeoKMpOBaHME yXe YNOMWUHaNoCb BO BCTYMNIEHMU K HactoAawewn rnase. o cyTtn,
Xe>KNPOBAHME — 3TO BHECEHME ONpPeAeNIeHHOCTU ANA CHUXeHUA pucka. Korga ¢epmep
3apaHee [OroBapUBAETCA O LieHe Ha YpoXal, OH MOXeT C YBEePEHHOCTbI MNaHNPOBATb
CBOIO eATEeNbHOCTb U He 6eCnoKOUTbCA O TOM, KaK MOTYT M3MEHUTbLCA PbIHOYHbIE LieHbl C
MOMEHTa NoceBa A0 MOMeHTa cbopa ypoxxasa. AHanornyHbiMm o6pasom Toprosel, dukcupyeT
O6yayLWYyo LeHy NOKYMKK N MOXKET HauMHaTb NIaHNPOBATb M COCTABNATb CBOW NPENCKYpPaHT
Ha MPOJAaBaeMyl0 CeNibCKOXO3ANCTBEHHYIO MPOAYKLMIO, TOYHO 3HAA, KaKyl Map)Ky OH
nonyuynt. Ob6a yyacTHUKA CAENKM WMCNONb3YIOT NPOU3BOAHbIA (GUHAHCOBLIA MHCTPYMEHT
(bopBapAHbIi KOHTPAKT) ANA «Xe4XMWPOBaHMA» CBOUX PUCKOB, FapaHTUpyA YpPOBEHb

O6yayuwien ueHbl.

Cnekynauyns

Bropoin OCHOBHOW NPUYNHON NCNONb30BaHNA MPON3BOAHbIX GUHAHCOBLIX WHCTPYMEHTOB
ABNAETCA CNeKynAuuA, T. €. NCNOoNb30BaHNe NPON3BOAHbIX PUHAHCOBbLIX NHCTPYMEHTOB ANA
n3gneveHna npmbbinu. OyeBMAHO, YTO MOXHO MOMNbITaTbCA 3apaboTaTb, NPaABUJIbHO
CNPOrHO3MPOBAB, UYTO LEHA Ha KaKoOW-TO TOBap, Hanpumep MWeHUUy WAN AYMEHb, B
o6yayuwem BbipacteT. be3 npon3BogHbIX PUHAHCOBBIX MHCTPYMEHTOB CNEKYNAHTY NPULLIOCH



6bl NpnobpeTaTb NWeEHULY UIN AYMEHb, XPaHUTb NX, NOKA LleHa Ha TOBap He BbipacTeT, a
3aTeM NpoJaTb NO BO3POCLIEN LeHe, YTo6bl n3Bneyb Npunbbib. 3To0 NoTpeboBano Obl OT
CNEeKYNAHTA HAIMYNA CNeLManbHOIrO XpPaHUAKLLa C MOAAEPKKON HY>KHOFO TeMNepaTypHOro
peknma 1 3almnTon OT BNarun, HaNnpMMep TOBApPHOro CKMaja, a TakKe CTpaxoBaHMA 3epHa OT
nopuu.

Mpu cnekynAuMM NPON3BOAHBIMA PUHAHCOBLIMU WUHCTPYMEHTAMW HyXAa B XpaHunuuie u
cTpaxoBKe oTnagaeT. CNeKynAaHT MOXeT NCNOJb30BaTb NPOU3BOAHbIN MHCTPYMEHT, YTOObI
B3ATb Ha cebA 006A3aTenbCTBO KynWTb 3epHO B COrfacoBaHHYyl fAaty B 6yaywem no
cornacoBaHHoON ueHe. Ecnm ueHa pacTeT, 3epHO Nocne NOCTaBKM MOXHO OyaeT npopaTb C
NpuoObINblO, CBEAA K MUHUMYMY MOTPEOHOCTb B XpaHunuie n ctpaxoBke. OfQHaKO CMEeKYynAHT
MOeT NMPOCTO NpPoJaTh CaM MPOU3BOAHbIN UHCTPYMEHT, BbIPOCWNIM B LEeHe, U NOAyYnTb
Npuobib 6e3 HeOH6XO[MMOCTU 3aHUMATbCA NONTyYeHeM 3epHal



C 1.1 Uses of Derivatives )‘

Learning Objective

6.1.1 Know the uses and application of derivatives

A derivative is a financial instrument whose price is based on the price of an underlying
asset. The asset could be a financial instrument such as a bond or a share, or a commodity
like oil, gold, silver, corn or wheat.

Derivatives come in a number of forms, including forwards, futures and options. Forwards
have already been mentioned in the introduction to this chapter, and we will go on to
consider futures and optionsin the following sections.

The way in which derivatives are used is fundamentally for one of two purposes - hedging
and speculation.

Hedging

Hedging has already been touched upon in the introduction to this chapter. In essence,
hedging involves replacing uncertainty with certainty so that risk is reduced. The farmer
agreeing a price for his harvest in advance means he can plan with certainty and will not
need to worry about how market prices might change between sowing seeds and harvest
time. Similarly, the merchant has locked into a future purchase price and can begin to plan
and prepare her price list for selling her agricultural produce with certainty about the mark-
up she will earn. Both participants are using the derivative (the forward contract) to ‘hedge’
(reduce) the risks they face by replacing an uncertain price with a certain price.

Speculation

The second key use for derivatives is speculation, in other words using derivatives to make
money. It is fairly obvious that someone might try to make money by correctly anticipating
that the price of something, such as an agricultural product like wheat or barley, will
increase. Without derivatives, the speculator could buy the wheat or barley, store it for a
time while its price increases and then sell it at the higher price to generate a profit. This
would require the speculator to receive and store the wheat or barley, which will mean the
speculator needs a temperature-controlled, weatherproof storage facility, such as a
warehouse, and will also probably want to insure the grain in case of damage.



Speculating using derivatives could remove the need for storage and insurance completely
— the speculator could use a derivative to commit to buy grain at an agreed future date at a
pre-agreed price. If the price increases, the grain could then be sold onwards at a profit as
soon as it is delivered, minimising the need to store and insure. In fact the speculator could
choose to simply sell on the derivative, which will presumably reflect the increase in value,
and generate a profit without even needing to take delivery of the grain!



A 4TO eCnn NPOrHO3 CNeKynAHTa OKa3asiCA HEBEPEH, M Lie€Ha Ha 3€PHO He BbipOC/a, a ynana?
be3 npoun3BoaHbIX GMHAHCOBBIX MHCTPYMEHTOB CNEKYAHT fONXKeH 6bin O6bl NpoAaTh 3€PHO C
ybbiTkOM. bBnaropapA npou3BoAHbIM  (GUHAHCOBBLIM AOKYMeHTaM pe3ynbtaT Oyaer
aHaNIOTMYHbIM — CNEKYAAHT UM NONYYUT 3ePHO, a 3aTeM NPOAACT ero C YObITKOM, UK Ke
npeanoyTeT NpoAaTb CaM UHCTPYMEHT.

[fpon3BoaHble PUHAHCOBbIE MHCTPYMEHTbl MO3BONAKT C TAKOW Ke JerkocTblo
CNeKynMmpoBaTb Ha MAfEeHUN, a He Ha pocTe ueH. Ecnn cnekynAaHT cumTaeT, UTO LeHa Ha
nweHnuy B 6numkanwem Oyaywem ynageT, OH MOXeT B3ATb Ha ceba 06A3aTeNnbCTBO NpoAaTh
NnweHnuy cenyac No TeKywen PbIHOYHOW ueHe. Ecny ueHbl NagaloT, CNeKynAHT MOXeT
KynnTb NoJeLlleBEeBLYIO NWEHMLY U NOCTaBUTb ee No 6onee BbICOKOW LieHe, OTOBOPEHHO B
pamKax NpPou3BOAHOIO MHCTpyMeHTa. OnATb »Ke, anbTepPHAaTUBOWN MOXeT OblTb peann3auma
NpnbbINY NyTEM NPOAAXM NPOMN3BOAHOIO NHCTPYMEHTA, MO3BOAAOLWEro npoaaTb ToBap No
LeHe Bblle PbIHOYHOMN.



YnpaxHeHue 1. XemKupoBaHue C NOMOLLbIO NPON3BOAHbIX PUHAHCOBbIX UHCTPYMEHTOB




MpousBoauTenb XouyeT XxeXMpoBaTb CBOI Npubbiib. Cnegyetr nu emy KynuTb WK
npoAatb popBapAHble KOHTPAKTbI?

MoTpebuTenb xoueT xemKMpoBaTb CBOW 3aTpaTbl. CnegyeT nn emy KynuTb AN nNpopaTb
dbopBapAHble KOHTPAKTbI?

G‘onasa'rb OTBE'B

2. ODbloyepCHble KOHTPAKTbI

Llenb o6yueHuns

6.1.2 3HaTb onpepeneHne n GyHKL N0 GbloYEPCHOrO KOHTPaKTa

Kak ynomnHanocb B npeabiaywem pasgene, bupxa CBOT, oTkpbiBwasaca B 1848 rogy, ctana
nepBon OMpP)Kel NPOM3BOAHbIX WHCTPYMEHTOB B Mupe. Bckope Ha Oupxe Hayan
NPUMEHATbCA bbloUEepPCHbIN KOHTpPaKT, NO3BOJINBLUNNA TOoproeaTtb 3epHOM
CTaHOAPTU3NUPOBAHHOINO KayectBa W B CTaHOAPTU3MPOBAHHOM  KOMM4yectBe nNo
GMKCMPOBAHHOWM CTOMMOCTM Ha OTOBOPEHHYI0 AaTy NOCTaBKU.




But what if the speculator was not correct and the price of the grain fell in the period,
instead of the hoped-for increase? Without derivatives, the speculator will have to sell their
grain at a loss. With derivatives, the outcome is similar — the speculator will either both take
delivery of the grain and then have to sell it at a loss, or alternatively choose to pay
someone else to take on the derivative.

Derivatives also make it relatively easy to speculate on the price of something falling, rather
than rising. If a speculator thought the price of wheat was going to fall in the near future, it
is possible to commit to sell wheat now at the current market price. If the price falls, then
the speculator can buy the cheaper grain and deliver it for the higher price agreed in the
derivative. Again, the alternative would be to realise the profit by selling the derivative that
enables the sale of something at a price higher than the market price.



Exercise 1 - Hedging Using Derivatives




A producer wants to hedge its revenues. Should the producer buy or sell forward
contracts?

A consumer wants to hedge its costs. Should the consumer buy or sell forward contracts?

@eveal answea

Learning Objective

6.1.2 Know the definition and function of a future

As mentioned in Section 1, the CBOT opened the world’s first derivatives exchange in 1848.
The exchange soon developed a futures contract that enabled standardised qualities and
guantities of grain to be traded for a fixed future price on a stated delivery date.




TakXe MOXHO Obln0 TOproBatb CaMMMM (PbOYEPCHLIMM KOHTPAKTaMW B OTINYME OT
bopBapAHbIX KOHTPAKTOB, NOABMBLUNXCA paHee. BnocnenctBumn ¢pbouepcHble KOHTPAKTbI
CTaNN 3aKNYaTb Ha OFPOMHOE KONIMYeCTBO Pa3HOOOpa3HbiX 6a30BbiX aKTUBOB, a YNCNO
OMpX NPOM3BOAHbIX WMHCTPYMEHTOB, Ha KOTOPbIX MpeanaralTca Takue KOHTPaKTbI,
MOCTOAHHO pacTeT.

ObloYepCHbIN  KOHTPAKT — 3TO lopuauyeckn obAsbiBaloliee cornaweHne mexapy
nokynatenem n npogasyoM. lNokynatenb cornawaeTca 3annaTuTb 3apaHee OroBOPEHHYHO
CyMMy 3a TMOCTaBKy 3apaHee COr/laCOBaHHOrO KojM4yecTBa aKTMBa B 3apaHee
cornacoBaHHyw paty B 6yaywem. lNpopasey cornawaerca NoCTaBUTb akTUB B AaTy B
oyaywem B 06MeH Ha 3apaHee COornacoBaHHy CyMMy AeHer.

Mpumep

[TokynaTenb MOXeT AOroBOPUTHCA C NPOAABLOM O MOCTaBKe TbicAYM Gappenen Cbipou
HepTn yepes Tpu mecaua no ueHe 55 gonn. CLLUA 3a 6appensb. lNokynatenem moxeT ObiTb
3NeKTPOreHepmnpyrLWwaa KOMNaHMA, KOTopas »enaeT 3adUKCMpoBaThb LeHY, KOTOPYIO en
npugeTca 3annaTuTtb 3a HedTb, KOTOPY OHa OyaeT WCNONb3OBaTb Ha CBOMX
3NeKTPOCTaHUMAX, paboTaowmx Ha masyTe. [pogaBLOM MOXeT CTaTb HePTAHAA KOMMaHMSA,
KOTopasa XxoueT 3adpMKCMpOBaTh LieHY peanm3aLnum 4actu CBoen NpoayKumn B bygyLiem.

(DbIO‘-IepCHbIe KOHTPAKTbl UMEKT ABE OTIINUYUTEJIbHbLIX XapPaKTEPUCTUNKN.

e  OHun TOpryTCa Ha GupxKe, HaNnpumep Ha Nbon N3 GMpPK NPON3BOAHbIX GUHAHCOBbLIX
NWHCTPYMEHTOB, PacrosIOXEeHHbIX MO BCEMY CBeTy, CKaXkeMm, Ha YmKarckom toBapHoOm
o6npxe (CME) nnn MexkoHTnHeHTanbHon 6upxe (ICE).

e (Cpenka ocCywecTBAAeTCA Ha CTaHAAPTU3NPOBAHHbIX YCNOBUAX — OGMpXKa onpeaensaeT
KauyecTBO 0a30BOro akTUBa, KOMMYECTBO ANA KaKAOro KOHTpaKTa, AaTy U MecTo
NOCTaBKN B Oyaywem. YUaCTHUKK CAENKN 06CYKAalT TONbKO LeHy. B npuBegeHHOM
Bbille MNpumMepe KayecTBO HedTm OypeTr onpepenAtTbCA MO Ha3BaHU HePTAHOro
MECTOPOXAEeHNA, rae oHa pobbiBaetcA (Hanpumep HedpTb Brent — ¢ HedTAHOrO
mecTtopoxaeHus «bpeHT» B CeBepHOM MOpe), KONNM4YecTBO — TbicAYa bappenen, gaTta
— yepes Tpu MecALa, MECTOM MOXKeT 6bITb nopT PoTTepaam B HuaepnaHaax.

Kak u ¢opBapAHble KOHTpPaKTbl, ¢pbloUepCHble KOHTPaKTbl MOTYT WCNONb30BaTbCA ANA
XePKUPOBAHUA: YCTPAHEHNA HEONpPeaEeNeHHOCTU C LeHaMun B byaywem. Takxe ¢pblouepcHble
KOHTPAKTbl MOTYT WCMNOJIb30BaTbCA ANA CNeKynAuuu: B NOMNbiITKe 3apaboTaTb pAeHer,
NpPaBuUbHO NPeaCcKasaB MNOBbIWEHNE UTN NAEHNE LEH.




YnpaxHeHue 2. DbloyepcHble KOHTPaKTbI




HedtepobbiBatowaa KOMMaHMA XOUYeT XemKupoBaTb cCBOK nNpubbinb. Cnegyet nu en
KYnuTb UK npoaatb GblovepCcHble KOHTPAKTbI?

CI'IeKyJ'I‘r'IHT xoyeTt 3apa60TaTb A€HEr Ha MPOrHo3mpyemom CHUXEHUWN LUeHbl Ha He(l)Tb.
Cne,u,yeT Jn emy KynmnTtb nian npoaatb (I)blOl-IepCHble KOHTpaKTbI?

G‘onasa'rb OTBea




Unlike the forward contracts that preceded it, the futures contract could itself be traded.
These futures contracts have subsequently been extended to a wide variety of underlying
assets and are offered by an ever increasing number of derivatives exchanges.

A future is a legally binding agreement between a buyer and a seller. The buyer agrees to
pay a pre-specified amount for the delivery of a particular pre-specified quantity of an asset
at a pre-specified future date. The seller agrees to deliver the asset at the future date, in
exchange for the pre-specified amount of money.

Example

A buyer might agree with a seller to pay US$55 per barrel for 1,000 barrels of crude oil in
three months’time. The buyer might be an electricity-generating company wanting to fix
the price it will have to pay for the oil to use in its oil-fired power stations, and the seller
might be an oil company wanting to fix the sales price of some of its future oil production.

Futures contracts have two distinct features:

e They are exchange-traded - for example, on any one of a multitude of derivatives
exchanges around the world such as the Chicago Mercantile Exchange (CME) or the
London’s ICE Futures exchange.

e They are dealt on standardised terms - the exchange specifies the quality of the
underlying asset, the quantity underlying each contract, the future date and the
delivery location. Only the price is open to negotiation. In the above example, the oil
quality will be based on the oil field from which it originates (eg, Brent crude - from
the Brent oilfield in the North Sea), the quantity is 1,000 barrels, the date is three
months ahead and the location might be the port of Rotterdam in the Netherlands.

In the same way as forwards, futures can be used to hedge - replacing uncertainty about
prices at a later date, with certainty about those prices. Futures can also be used for
speculation — trying to make money by correctly anticipating a rise in price, or afall in price.

Exercise 2 - Futures

ss0d 0o
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An oil producer wants to hedge its revenues. Should it buy or sell futures contracts?

A speculator wants to make money out of an anticipated fall in the price of oil. Should the
speculator buy or sell futures contracts?

@eveal answea




Llenb o6yueHuns

6.1.3 3HaTb onpegeneHne n GpyHKLMIO ONUMOHOB

OnNunoH — 3TO NPOM3BOAHbBIN GMHAHCOBBIN MHCTPYMEHT, AalOWMN NOKyNnaTento NpaBo, HO
He 006A3aTeNbCTBO KYyNUTb MK NpPOJaTb OonpefeneHHoe Konamyectso 6a3oBOro aktmea no
3apaHee COrnacoBaHHOW LieHe WCMOJSIHEHWA B OrOBOPEHHYK AaTy B Oyaywem, unm go
HaCTynieHWA Takowu AaTbl, UK B Nepunoa Mexay ABYMA OroBopeHHbiMu gatamu. [pogasey B
oOMeH Ha BbiNaTy NpeMnmn NnpefocTaBnAeT NnoKynaTento onyuoH.

CywecTByeT ABa BUAA OMNLMOHOB.

e  OnuuoH Konn (ONuUVOH Ha MNOKYNKY) — Korga nokynatesib MMeeT NpaBo Npu »KenaHuwu
npnobpecTn akTUB NO LeHe ncnonHeHus. Mpoaasey 06A3yeTcA NOCTaBUTb aKTUB, eC/N
noKynaTteslb NCNOJTHAET OMNMUUNOH.

e OnuuoH nyTt (ONUWOH Ha npopaxy) — Korga rnokynaTesb MmeeT NpasBo MNpofaTb
6a30BbIl aKTUB MO LeHe ucnonHeHus. lNpogasel onunoHa Nyt 0bA3yeTcA NONyuYnTb
aKTWB U BbINNATUTb LleHY NCNOJSIHEHNA, eCI MOKyNaTeb MCNOJTHAET ONUNOH.

HDEMI/IFI — 3TO [O€eHbrn, KOTOpbl€ BbIMJ1a4YMNBAKOTCA MOKynartesemMm npodaBuy B Ha4yalne
ONUMOHHOTO KOHTPAKTA; CyMMa BO3BPaATy HE NOAJTEXNT.

MprMep OMUMOHHOIO KOHTPAKTa HMXKE MOMOXKET MOHATb, Kak MOFYT MCNOJSb30BaTbCH
OMUMOHHbIE KOHTPAKTbl. 9TO OMNUNOH, OObEKTOM KOTOPOro ABNAKTCA akunun, — GOHZOBbLIN
OMUMOH.



Mpumep

[Mpeanonoxum, yto akymm komnaHmmn New Jersey plc Toprytotca no ueHe 3,24 gonn. CLWA,
N NHBeCTop npuobpeTtaet onuyuoH kKonn no ueHe 3,50 gonn. CLUA Ha cpok Tpu mecaua.
NuBecTtop, DpaHK, MeeT NpaBo Npwu xenaHnu npuobpectn akumm New Jersey y npogaBua
onunoHa (apyron nuHsectop, Ctue) no ueHe 3,50 gonn. CWUIA yepes Tpu mecaua. Ecnum
cnycta Tpy Mecaua akumm New Jersey 6yayT ctoutb meHee 3,50 gonn. CLUA, ®p3HK He
OyaeT UCNOMHATb OMUMOH, U TOT obecueHnTCcA, @ CTUB COXPaHUT MPEMUIO, BbIMTAYEHHYIO
Dp3HKOM.

Ecnn akumun New Jersey nogHuUmyTCA B LieHe, ckaxkeM, Ao 6,00 gonn. CLUA, OpaHK cBaxeTCA
co CtuBom n nn6o

®  NCMNOAHWT OnuMOH (KynuT akumm no ueHe 3,50 gonn. CLUA 3a wTtykKy mn 6yget
yOoepXunBaTb UX Unun npogact no ueHe 6,00 gonn. CLWA 3a akyuto), nn6o

e yrosoput Ctnea Bbinnatutb emy 6,00 gonn. CIWA - 3,50 gonn. CWIA = 2,50 gonn. CLUA
3a akuuto, YTOoObl COBEPLLNTL pacyeT No CAeKe.



Learning Objective

6.1.3 Know the definition and function of an option

An option is a derivative that gives a buyer the right, but not the obligation, to buy or sell a
specified quantity of an underlying asset at a pre-agreed exercise price, on or before a pre-
specified future date or between two specified dates. The seller, in exchange for the
payment of a premium, grants the option to the buyer.

There are two classes of options:

e A call option is when the buyer has the right to buy the asset at the exercise price, if
they choose to. The seller is obliged to deliver if the buyer exercises the option.

e A putoptionis when the buyer has the right to sell the underlying asset at the exercise
price. The seller of the put option is obliged to take delivery and pay the exercise price,
if the buyer exercises the option.

The premium is the money paid by the buyer to the seller at the beginning of the options
contract;itis not refundable.

The following example of an options contract is intended to assist understanding of the
way in which option contracts might be used. It is an option that is based on a share — an
equity option.



Example

Suppose shares in New Jersey Inc are trading at US$3.24 and an investor buys a US$3.50
call for three months. The investor, Frank, has the right to buy New Jersey shares from the
seller of the option (another investor — Steve) at US$3.50 if he chooses, at any stage over
the next three months.If New Jersey shares are trading below US$3.50 three months later,
Frank will abandon the option and it will expire worthless, and Steve will keep the
premium Frank paid him.

If New Jersey shares rise to, say, US$6.00 Frank will contact Steve and either:

e exercise the option (buy the shares at US$3.50 each and keep them, or sell them at
US$6.00 per share), or

e persuade Steve to give him US$6.00 - USS$3.50 = USS$2.50 per share to settle the
transaction.



Mpeanonoxum, OpsHK 3annatun CTuBy npemnto B pas3mepe 42 UEHTOB, KaKou
MaKCMMasnbHbIn yObITOK NoHeceT OPaHK M KaKoBa JOJKHA OblTb CTOMMOCTb akumin New
Jersey plc, uTo6bl OpPaHK CMOT NOAYUYNTb NPUOLINDB?

Makcumym, uTo MmoxeT noTepAaTb DpoHK, — 3TO 42 LeHTa, NpemMuA, KOTOPYIO OH 3anaaTu.
Ecnu akuumnm Jersey plc nogHumyTca sbiwe 3,50 gonn. CLUA + 42 yeHTa, nnm 3,92 gonn. CLA,
TO Op3HK nonyunt npmbbinb. Ecnu akymun nogHmumytca go 3,51 gonn. CLUA, To Op3HK
BOCMONb3yeTcA CBOMM NPaBOM Ha MOKYMKY — nyylle caenaTtb LEeHT U CHU3UTb YObITKN A0
41 yeHTa, Yem TepATb uenbix 42 ueHta. MakcumanbHaa npnbbinb CTBa paBHa npemuu, T.
e. 42 yeHtam. OgHaKo noTeHumnanbHble YObITKN CTUBA TeOopeTMUYeCKNn He OrpaHMyYeHbl,
€C/i OH AeNCTBUTENIbHO He ABNAETCA Aeprkatenem 6a30BbiX akLUNA.

Takum o6pa30M, Mbl BUOWUM, YTO Npun I'Ipl/lO6p€TeHI/IVI OonNuUMOHa KON B CNEKYNATUBHDbIX LUeJT1AX
NOKynNaTte€/slb MOXET KaK MNOoJyunTb I'Ipl/l6blﬂb, TaK U MNMOHEeECTU y6bITOK. ﬂ,ﬂﬂ nonyyeHMA
I'IpVI6bIJ'IVI LeHa 6a3oBoro dKTBa, Ha OCHOBE€ KOTOPOro co3gaetca onunmoH KOoJ1, AOJT1»KHa
npeBbICUTb UeHY NCNONHEHWNA MNMNKOC NpeEMUNA. nOKyI'IaTeJ'Ib OMNMUMOHA HEe MOXKeET MNMOTeEPATb
6onblue CyMMbl BbIM/IAY€HHON npemMmmn, NOCKOJIbKY Yy HETO €CTb Bbl60p, MCNOJTHATb ONUWMOH
Unun Het. ECNnM NCNONHATL ONUMNOH He BbIFrOAHO, NnoKynatenb NPOCTO HE CTAHET 3TOIO AesaTb.

Takxe aiegyetr yudutbiBaTb, UTO B Pe€aJibHOCTU OMUMOHHDBIE KOHTPAKTbI, KaK MpaBuno,
3adK/TOYaKTCA MUHUMYM Ha TbICAYY aKLI,I/IVI. Tak 4To MNOKyMnaTe/b OMNUMOHA KOJUT MOXKET
3apa60TaTb U nNoTepATb B TbiICAYY pPa3 6onblue, yem CyMMa B npmneegeHHOM npumepe.

MonpobynTe BLINOMHWUTL Cegylouee ynpaXHeHUe, yTobbl 3akpenuTb CBOW 3HAHUA B
o6nactn onumoHoB Ko, OTBETbl MOXXHO HAMTU B KOHL,e JAHHOW rNaBbl.



YnpaxxHeHue 3. DoHAoBbIE ONMUUNOHDI KOS

ABC Inc apnAeTcAa ny6bnnYHON KOMNAHWEN, YbW aKL NN B faHHbIN MOMEHT ToprytoTca no 100
ponn. CLIUA kaxpgas.

Kpome camux akumm, Takxe p[octynHbl ¢oHAoBble onumoHbl Ha akuywmm ABC Inc.
TpexmecAauyHbl oNUMOH Konn ¢ ueHon ncnonHenma 100 gonn. CIUA B faHHbIN MOMEHT
nmeet npemuto 10 gonn. CLIA.

I'Ipennonommm, Bbl CHNTAETE, UTO B iegyrowimne Tpn mecaua Le€Ha Ha akuynu ABC BblpacCTeT.
PaccunTante I'IpVI6bIJ'Ib nnn y6bITOK, KOTOprM MOXKeET NPUHECTU OMNUNOH KOJIJ1 B KaXXOOM N3
Tpex aegyrowumnx diyyaen:

Yepes Tpu mecauya ueHa Ha akunm ABC:

1. BblpocnaHa20% go 120 gonn. CLLUA
2. octanacb Ha yposHe 100 gonn. CLLA
3. ynanaHa5% pgo 95 ponn. CLA.

@OKa3aTb OTBea

B 3aBepuweHne paccMoTpeHMA Tembl NPOU3BOAHbIX (PUHAHCOBLIX AOKYMEHTOB HUXe
npuBefeHO yrpa)XHeHne, NpoBepAllee Bale MOHUMAHME KOYEBbIX PasNnynun mexay
dbopBapAHbIMU, GbIOUYEPCHBIMU U OMUUOHHLIMU KOHTpPaKTamu. PewleHne MOXKHO HalTu B
KOHLe AaHHOW rnasbl.



Assuming Frank paid a premium of 42 cents to Steve, what is Frank’s maximum loss and
what level does New Jersey Inc have to reach for Frank to make a profit?

The most Frank can lose is 42 cents, the premium he has paid. If the New Jersey Inc shares
rise above US$3.50 + 42 cents, or US$3.92, then Frank makes a profit. If the shares rise to
US$3.51 then Frank will exercise his right to buy — better to make a cent and cut his losses
to 41 cents than lose the whole 42 cents. The most Steve can gain is the premium, ie, 42
cents. Steve’s potential loss, however, is theoretically unlimited, unless he actually holds
the underlying shares.

So, as seen, when a call option is purchased for speculative purposes, it is possible for the
buyer to make a profit or incur a loss. In order to make a profit, the underlying asset on
which the call option is based has to increase to a price above the exercise price plus the
premium. The buyer of the option cannot lose more than the premium paid because the
buyer has the choice of whether to exercise the option or not - if the exercise of the option
is not worthwhile, the buyer will simply not exercise it.

It is also helpful to appreciate that in the real world, option contracts are typically for a
minimum of 1,000 shares at a time. So the buyer of the call could gain or lose 1,000 times
the amountsillustrated in the example.

To underline your understanding of call options in particular, please try the following
exercise.The answer can be found at the end of the chapter.



Exercise 3 - Equity Call Options

ABCIncis a listed company and its shares are currently trading at $100 each.

In addition to the shares there are also equity options available on ABC Inc shares. The
three-month call option with an exercise price of $100 is currently available for a premium
of $10.

Assuming you anticipate that ABC shares will increase in value over the next three
months, please calculate the gain or loss the call option would produce in each of the
following three outcomes:

Three months later, the ABC share price:

1.  hasincreased by 20% to $120
2. remainsat$100
3. hasfallen by 5% to $95.

@eveal answea

To complete the coverage of derivatives, below is a short exercise that tests and clarifies
your understanding of the key differences between forward contracts, futures contracts
and option contracts. The solution can be found at the end of the chapter.



YnpaxHeHue 4. QopBapaHble, ¢pblouepcHble 1 ONLVIOHHbIE KOHTPAKTbI

1. Kakown ns aieagyoumnx smaos npom3BoOHbIX (I)I/IHaHCOBbIX MHCTPYMEHTOB NMNO3BONTAET
noKynaTtenko BbIOU paTb, iegyeT 1 NCNOoJIHATb KOHTPAKT U HET.

a. Q®opBapAHbI KOHTPaKT
b. ®bloyepCHbIN KOHTPAKT
C. ONUVOHHBIN KOHTPAKT

2. Kakown (Kakue) n3 cnenyowmx Nnpon3BOoAHbIX MHCTPYMEHTOB TOPryeTca (TOprytoTca) Ha
bupxe n nmeet (MMeloT) CTaHAAPTHbIN pasmep?

a. ®opBapAHbIN KOHTPAKT
b. ®bloyepCHbIN KOHTPAKT
C. ONUMOHHBIN KOHTPAKT

3. Kakoin 13 cnepyowmnx nponsBoaHbiXx GMHAHCOBbLIX UHCTPYMEHTOB TpebyeT, UToObl
NoKynaTesb 3anjaTua HeBO3BpaLlaemMyto npemuto?

a. Q®opBapAHbI KOHTPaKT
b. ®bloyepCHbIN KOHTPAKT
C. ONUVOHHBIN KOHTPAKT

4. CnekynaHT XO4YeT MMeTb BO3MOMXHOCTb HE MOKYyMNaTb 6a30BbIf aKTUB, €C/TN OH 3TOTO He
xoyeT. Kakon n3 cnegyownx npon3BogHbIX GUHAHCOBbBIX MHCTPYMEHTOB lyylle BCEro
eMy nogounget?

a. lNokynka ¢pbloyepCHbIX KOHTPAKTOB
b. MNokynka onunoHOB KON
c. llokynka onuyuoHoB nyT

5. CneKkynaHT Xo4yeT MMETb BO3MOXHOCTb He NpoAaBaTb 6@30BbI aKTUB, €C/IN OH 3TOTO
He xoueT. Kakoi n3 cnegyowmnx Npon3BoaHbIX PUHAHCOBbBIX MHCTPYMEHTOB Nyylle
BCero emy nogongert?

a. lNpopaka GpbloUYEPCHBIX KOHTPAKTOB
b. MNokynka onunoHOB KON
c. llokynka onuyuoHoOB nNyT

G‘onasa'rb OTBE'D




Exercise 4 - Forwards, Futures and Options

1.

Which one of the following derivatives gives the buyer a choice whether to go ahead
with the contract or not?

a. Forward contract
b. Futures contract
c. Option contract

Which of the following derivatives is/are traded in standardised sizes on derivatives
exchanges?

a. Forward contracts
b. Futures contracts
c. Options contracts

. Which one of the following derivatives requires the buyer to pay a non-returnable

premium?

a. Forward contracts
b. Futures contracts
c. Options contracts

A speculator wants to have the choice as to whether to buy an underlying asset or not.
Which one of the following derivatives is most appropriate?

a. Buying futures contracts
b. Buying call options
c. Buying putoptions

. A speculator wants to have the choice as to whether to sell an underlying asset or not.

Which one of the following derivatives is most appropriate?

a. Selling futures contracts
b. Buying call options
c. Buying putoptions

@eveal answea
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Chapter Seven

Markets

1. The Function of a Stock Exchange
2. Initial Public Offerings (IPOs)
3. Stock Exchange Indices

This syllabus area will provide approximately 4 of the 30 examination questions







1. OyHKLN doHAOBON OMPKIN

Llenb o6yueHns

7.1.1 3HaTb GyHKUMK GOHAOBOM BUPKK

DoHpoBaA Gup)ka — 3TO NPOCTO MECTO, FAe MOXKHO MOKynaTb M NpoAaBaTb pUHAHCOBbLIE
NHCTPYMEHTbI.

3}1er BCTPEYAKTCA NpoA4aBubl N MOKynNateJsin, gorosapumBatowineca o cesikax.

DoHpoBana buprka n3HavyanbHO Obina (M BCce ewe MoXeT ObITb) PM3nNUYeCcKon NnoLwaaKkomn, Ha
KOTOpOMN cobupatoTcA 3aMHTepecOoBaHHble MOKynaTtennM W NpodaBuUbl ANA 3aKalouyeHuA
coenok.

O,D,HaKO 60bLINHCTBO 6I/Ip)K npeppatusinCb B 3JIEKTPOH-Hbl€ PbIHKW, BblIXOO Ha KOTOpPbIE
€CTb TOJIbKO y Yy1eHOB 6I/Ip)KI/I.






1. The Function of a Stock Exchange

Learning Objective

7.1.1 Know the function of a stock exchange

A stock exchange is simply a place where financial instruments can be purchased or sold.
Itis where sellers are matched with buyers and transactions are agreed.

A stock exchange was originally, and still can be, a physical marketplace where interested
buyers and sellers gather and enter into deals, commonly referred to as trades.

However, most exchanges have developed into electronic markets and only members of
the exchange are able to access the electronic market.



Mpumep

Pooxxep ABnaeTca Bnagenbuem akumm mMexpyHapoaHoW HePpTAHOM KOMMAaHMK, KOTOpble
xoyeT npopgatb. OH HageeTcA HaNTWU APYrux rnokynaTtesnen M NPoJaBLOB 3TUX akUMUM Ha
onvkanwen K Hemy ¢GOHOOBOM OMp)Ke M paccyMTbiBaeT, UYTO eMy YyAacTCcA HanTtu
noKynaTenaA, roTOBOro 3anaaTuTb LieHy, KoTopyto PogKep cuntaeT cnpasenivBon.

Bo3moxHo, Poaxepy npugeTca BOCMONb30BaTbCA Yycayramum ¢GupMbi-uneHa Oupxu,
Hanpumep 6aHKa, YTOObl BHECTU CBOE NMpepoXKeHne O Npojaxe akunin B KOMMbOTEPHYO
cuctemy 6upKin. B aton cucrteme yxxe moxeT ObiTb pAL 3aABOK OT 3aMHTEPECOBAHHbIX NNL,
Xenawwmx npnobpectn akumm 3Ton HedTAHOM KOMNaHun. Ecnn yeHa, no Kotopown Popxep
roToB NpojaTb CBOM akuMun, COBNAAET C LEeHON, KOTOPYI FOTOB 3aniaTtuTb NOKynaTesnb,
cuctema 6UMpXKM CoOTHeceT 3anABKY Pomkepa Ha npofaxy C nogxoAsawen 3afaBKOW Ha
NOKYynKy. 3atem Oup)ka BbIMOMHUT HeobXogMmble onepauunm No nepepavye npas
CoOCTBEHHOCTY Ha akL MKW HOBOMY BNlafienbLy 1 No nepeBopy AeHer Pogxepy.

Takum obpasom, PpyHKUMA GOHAOBOM BMPXKKN [OBONbHO nNpocta. OHa ynpowaeT TOProsio
$GVMHAHCOBBIMU MHCTPYMEHTAMM, B YaCTHOCTM aKuLMAMMK, NO3BONAA NpojaBLaM NpofaBaTb
CBOW UHBECTULMM, @ 3aUHTEPECOBAHHbIM NOKYNaTenam — npuobpeTtaTb UHBECTULNN.

CerogHAa ¢oHOoBble OUPXKM MMeTCA B OONbLIMHCTBE KPYMHbIX MEranonamcoB, TakKNX Kak
Hbilo-Vlopk, JloHaoH, OpaHkdypT n Tokmo. HekoTopble M3 HUX CaMU CTanu KPYMHbIM
613HeCcoMm, NPoOn3BOAA ONepaLUnmn C MUTTMOHAMU aKL NI eXeAHEBHO.

®unHaHcoBble

MHCTPYMEHTbI
g 0 © o O a
"\ LeHeXXHble ﬂw
cpeAcTBa —
Mokynartenu Mpopasubl
®oHpoBasa 6MpxKa
LeHeXxHble ®uHaHcoBble

cpencrBa WNHCTPYMEHTbI



Example

Roger holds shares in an international oil company that he is considering selling. He
hopes to find other buyers and sellers of shares gathered at his nearest stock exchange
and, in order to find someone willing to pay a price that he considers reasonable for his oil
company shares.

Roger would probably have to use the services of a member firm, such as a bank, to put his
wish to sell the oil company shares onto the exchange’s computer system. The exchange’s
system may have a number of interested parties that have already expressed a wish to buy
the oil company’s shares. As long as Roger is willing to sell at the same price a purchaser is
willing to buy, the exchange’s system will match Roger’s order to buy with the appropriate
order to sell. The exchange will then make arrangements to transfer ownership of the
shares to the new owner and transfer the cash proceeds to Roger.

So the function of a stock exchange is essentially straightforward. It is to facilitate trading in
financial instruments, particularly shares — enabling sellers to sell their investments and
enabling interested buyers to purchase investments.

Today, stock exchanges are found in most major centres such as New York, London,
Frankfurt and Tokyo. A number of these have become major businesses themselves,
arranging deals in millions of shares every day.

Financial
instruments
i 6 O ® O ah
2 o/ AHE
== " | =" |
Buyers Sellers

Stock Exchange

Financial
instruments

Cash




2. MepBuYHbIE NYONNUYHbIE pa3MeLeHnA

akuumn (IPO)

Lienb o6yueHuns

7.1.2 3HaTb NPUYUNHDI, NO KOTOPbIM KOMNAHUM NPOBOAAT NEPBUYHOE NyONMYHOEe
pa3mewieHune (IPO)

DoHAoBble OMPXKWM He 3aHUMAITCA CAeNKaMM C akumamu nboin KomnaHuu. AKuuun
KOMMaHUM OOJKHbl OblTb AONyWEHbl K TOProBne Ha 6MpKe, 3TO Ha3biBaeTCA MOJlyuyeHneMm
NNCTUHra KOMNaHnemn.

Tpe6OBaHI/IFI K KOMMaHUAM, KeJTalWwnM nonyuynTb JINCTUHI, B PAa3HbIX CTPAHAX pPa3Hble, HO,
KaK npaBunno, KOMnaHMm OOJIXKHbI ObITb JO0CTaTOYHO MN3BECTHbIM N KPYMHbIMUA, 4TOObI C NX
dkKUMnAMUN coBepLllanocCb 3HaUYNTEJIbHOE KONNYECTBO CAENOK.

[Mpouecc nepBoOHavyanbHOro MNOJIYyYEHUA NUCTUHIFA KOMMNaHMEeWm W [ONYyCK ee akuyumnm K
Toprosne Ha poHAOBON OMpPKe Ha3bIBAETCA NEPBUYUYHBIM NYONAMYUYHbIM pa3meLweHnem (IPO).
JTO MOMEHT, KOrga WMPOKMIN KPYyr Nuy Bnepsble MoayyaeT BO3MOXHOCTb npuobpectu
AKL WM 3TON KOMMNAHUN.

BcnomHuTe, uto Mbl roBopunun o6 IPO B pasgene 2 rnasbl 4, NOCBAWEHHON akKuMAM, KOraa
paccmaTtpuanu IPO BbiMbiweHHOW KoMnaHum CareerComic.



Mpumep

CareerComic — 3TO KOMNaHuA, NnpegocTaBnaAloWwan 6asy 4OCTYMHbIX BaKaHCUI, UMEOLWMNX
BUA KOMUKCA, M3o6pakallwero pabounin AeHb nNpeactaBuTena Kaxgonm npodeccmu.
KomnaHua cywecTtByeT y»Xe HeCKONbKO NeT M gocturna bonbworo ycnexa 6narogaps
nonysnApHOCTN cBoero npoAaykra. OHa BbllWIa Ha MeXAYHAapOAHbI YPOBEHb, a TaKXe
pob6unacb 6onbwmnx ycnexos B CLUA, NnpoayKT nonb3yeTca BbICOKMM CNpPoOCcoOM B A3unu.
Cywecrsyouwmne akunoHepbl pewator, 4yto CareerComic HyXHO [OMOJIHUTENbHOE
bMHaHCMpoOBaHUEe [ANA MeXAYHapOAHOW 3SKCMaHCMK, B YaCTHOCTW, [ANA CO3JaHuA
NOKaNN30BaHHOW BEPCUU AN1A KNTAaNCKOTro PbIHKa.

CareerComic inc pewaeT NpeanoXnTb HOBble akUuMn WNPOKOMY Kpyry nuy B pamkax IPO.
[MpnBneyYb cpeacTBa MOXKHO He TONbKO € nomowbto IPO, ogHaKo 06w ecTBEHHbI Pe30HAHC,
Bbl3blBaeMbI 3STUM NPOLLECCOM, AOMNOSIHATENbHO NOBLICUT U3BECTHOCTb NPOAYKTA.

Npumep CareerComic nogyepkuBaeT ABe TUMUYHbIE MPUYMHBI, MO KOTOPOWN KOMMAHUWU
nony4yawT NNCTUHT unu nposoaAar IPO:

° npumeineyvyeHme CcpendcTts NyTemM Nponaku aKkLnn
° noBbliwWeHNnE N3BECTHOCTU N CTAaTyCa KOMMNaHUN.

CpenctBa MOryT NpuBeKaTbCA 414 CAMOW KOMMNAaHWW, AJ1A NePBbIX MHBECTOPOB, PeLUNBLLNX
peann3oBaTb NpubbINb OT CBOUX aKUUIA, AN CPa3y U ANA KOMMAHUW, N ANA WHBECTOPOB.
Hanpumep, B xopge IPO coumanbHonm cetn Facebook 6bino npuBneyeHo nopsgka 16
Mmunnnapgos gonn. CLUA: 7 mmnnmnapgoB nonyymsia KOMNaHMA, a octagwmeca 9 mmnnmnapaos
— NepBble MHBECTOPbI, NPOAaBLUME BCE NN YaCTb CBOUX aKLUN.

Ewe oaHa npuymnHa, no KOTopon KoMmnaHuu npoBodart IPO, 3aknoyaeTca B TOM, YTO nocne
IPO ropasgo nerye nokynaTb UM NpoAaBaTb akUMM KOMMAHUW, MOCKOJIbKY OHU TOPryTCA
Ha poHOoBOM BMpKe. B 3TOM Cciyyae yacTo roBOpPAT, UTO aKL MK CTanu 6onee NNKBUAHbIMU.



2. Initial Public Offerings (IPOs)

Learning Objective

7.1.2 Know the reasons why a company makes an initial public offering (IPO)

Stock exchanges do not arrange trades in the shares of just any company. Companies have
to be accepted for trading on an exchange and become what is known as listed companies.

The requirements for companies to become listed vary around the world, but companies
generally need to be well established and large enough to attract sufficient trading in their
shares.

The process of a company becoming listed and having its shares admitted to trading on a
stock exchange for the first time is referred to as an initial public offering (IPO). It is at this
point that members of the public can choose to buy shares in the company for the first
time.

You will recall that IPOs were defined in Section 2 of Chapter 4 on equities, where an IPO of
the fictional CareerComic was considered.

Example

CareerComic is a business that provides a database of available careers portrayed in a fun,
simple and understandable way - a comic strip of a day in the life of each career. It has
been established for a number of years and the popularity of the product has made
CareerComic very successful. It now has international appeal and, as well as being very
successful in the US, it is being heavily used in Asia. The current shareholders decide that
CareerComic needs to raise further money that will enable it to continue its geographical
expansion, in particular the creation of a Mandarin version for the Chinese market.

CareerComic inc decides that it will offer new shares to the publicin an IPO. Not only will
the IPO enable CareerComic to raise money, but the publicity surrounding it will increase
awareness of the product too.




The example of CareerComic highlights two of the typical reasons for companies becoming
listed, or undertaking an IPO:

e Raising money by selling shares.
e Increasing the public profile and awareness of the company.

The raising of money could be for the company itself, or it could be for some of the early
investors deciding to cash in their shares or both. For example, the IPO of social networking
site Facebook raised around $16 billion: $7 billion for the company and the other $9 billion
for some earlier investors to sell some, or all, of their shares.

A further reason companies undertake an IPO is that it is much easier to buy or sell their
shares after the IPO because the shares are then traded on a stock exchange. This is often
described as the shares becoming more liquid.



3. ®DoHpoBbIe MHAEKCDI

( 3.1 HasHauyeHue pOHAOBLIX NHAEKCOB )‘

Llenb o6yueHuns

7.1.3 3HaTb Ha3HauyeHne pOHAOBOrO NHAEKCA: OTAENbHbINA PbIHOK, FMO6aNbHblE PbIHKM

Ha kpynHbix $oHA0BbIX BrpKax, Hanpumep, B Hblo-Mopke, JlonaoHe n Mockse, exxeHeBHO
TOPrylTCA MUNNIMOHbI akUUW TbiCAY pa3HblX KOMMNaHWN. LleHa Ha 3Tu TOopryemble akumm
MEeHAeTCA Noj BIUAHUEM OTPOMHOIM0 KONIMYeCcTBa pa3HOOOpasHbix GaKTOpPOB, HaNnpumep, B
cnyyae nybnukKaymm xopoen niam NaoxXom TOProBon OTYETHOCTU, MPY 3anyCKe KOMMNaHnen
YyCMNeLWHOro HOBOMO NPOAYKTA TN NMPU CHUXEHUMN YPOBHA 6€3paboTnLbl, YTO O3HAYAET, YTO
NOAN B COCTOAHUN TPATUTb O0NbLe feHer.

Bupxa coobwaeT ueHbl, MO KOTOPbIM TOPrylTCA akuMU. ITa UHPOPMaAUMA KU3HEHHO
HeobXxoAMMa YYacTHUKAM, YTOObl OHM MOT/IN OLEHUTb, MO KAaKOW LLeHe OHM MOTYT npojaTb
nnun npuobpectun akummn. Takxke ectb 6onee opnymranbHaa OTYETHOCTb O LieHaXx, MO KOTOPbIM
akuMM TOPryloTCca B KOHUE AHA — LeHbl 3aKpbiTuA. bnarogapsa 3TUM [aHHbIM nerve
onpeaennTb, HACKOIbKO YCNELWHO TOProBanncb akLUm B TOT UIN UHOW AEHD.

Ho Kak MHBECTOPY NOHATb, HACKOJIbKO XOpPOLWO NAYyT AeJsia Ha (I)OH,D,OBOM pPblHKE B uenom?

K cyacTblo, NHBECTOPY HE HY>KHO CaMOMY CYMMUPOBAaTb BCe LLeHOBble ABMXEHUA, @ MOXHO
NPOCTO MNOCMOTPEeTb Ha ¢oHAoBbIN uMHAEKC. QOHAOBLIN WNHOEKC (CaMbiIM K3BECTHbIM
NpUMepPOM, NMoXanymn, ABNAETCA NpoMbiuieHHbIN nHaekc floy-IbkoHca (DJIA), oTpaxawowuin
ONHAMUKY LieH Ha akuuu, Topryemble B Hblo-Mlopke) cymmupyeT LeHoBble aBuKeHua. Ecnm
NHOEKC pacTeT, LieHbl B LesOM BblpOoCiun. ECNn nHAEKC CHUKAeTCA, LLleHbl B LLesIOM ynanu.

NHorpa nogo6Hble MHAEKCbl CO3[4alTCA Ha OCHOBE aKLM, TOPryeMblX TONIbKO Ha OAHOMN
doHpoBON OUpKEe, MO3TOMY OHW HA3bIBAIOTCA MHOEKCOM OTAENbHOrO pbliHKA. Jpyrue
CO3[Aal0TCA HAa OCHOBE aKuWi, TOPryemMblx MO BCEMY MUPY, MO3TOMY OHM Ha3biBalTCA
NHOEKCOM rnobanbHOro pbiHKa.

OAvH 13 cnocoboB NCNonb3oBaHNA GOHAOBOIO NHAEKCA MOKA3aH B ceaylowem npumepe.



Mpumep

Crioapg Papknndd ropantca Tem, uto Bbibpan nyywme akuum gna ceoero noptpena. OH
Bnageer akuuaMU [ecATM KOMMAHWW, MONYUYMBLIMX JIUCTUHI Ha OAHOM pbiHKe. 3a
nocnegHNn rog CcpeaHni nokasaTenb pocta ero noptédensa coctaBun 12%. Croapt
CYMTAET, YTO 3TO OT/INYHbBIN pe3ynbTaT.

OpHako 3To 6bin xopowwuin rog AnAa ¢$OHAOBOrO pbiHKA B LENOM, TaK YTO MHAEKC 3TOrO
pblHKA MPOAEMOHCTPUpPOBaN pPocT Ha 15%. Takum ob6pasom, noptdenb CTroapTa
AEeNCTBUTENbHO BbIPOC B LeHe, OAHAaKO OH He JOCTUI CpefHero nokasaTtesia no PbiHKY,
npencTaBneHHOro nHaekcom. Poct noptdena okasanca xy»ke Ha 3%.




3. Stock Exchange Indices

( 3.1 The Purpose of a Stock Exchange Index )‘

Learning Objective

7.1.3 Know the purpose of a stock exchange index: single market; global markets

The larger stock exchanges, such as those in New York, London and Moscow, trade millions
of shares in thousands of companies every day. The prices at which those shares are traded
change in response to a huge variety of factors, such as whether the company reports
strong sales, whether a competing company launches a successful new product, and
whether the unemployment rate decreases such that people have more money to spend.

The exchange will report the prices at which the shares are trading. This is clearly vital to the
participants so that they can judge at what prices they may be able to buy or sell. There will
also be a more formal report of the prices at which the shares are trading at the end of the
day - the closing prices. As a result, it is easy to discover how well, or badly, a share’s price
has performed from day to day.

But how can investors get a feel for how well or badly shares are doing generally?

Thankfully, rather than having to amalgamate all the price movements, investors can just
look at a stock exchange index instead. A stock exchange index, of which the most well-
known is probably the Dow Jones Industrial Average (DJIA) drawn from New York share
prices, performs the amalgamation for investors. If the index has increased, then prices in
general have increased. If the index has decreased, then pricesin general have decreased.

Such indices are sometimes drawn from the shares listed on just one stock exchange and
are therefore referred to as single market indices. Others are drawn from shares listed on
various exchanges internationally and are therefore referred to as global market indices.

One way in which a stock market index is used is shown in the following example:



Example

Stuart Radcliffe prides himself on selecting the best shares for his portfolio. He holds
shares in ten companies that are all listed on the same market. His portfolio has increased
by 12% on average over the last year. Stuart considers that his portfolio has done well.

However, it has been a good year on the stock market in general, and the index for the
market has increased by 15%. So, the reality is that Stuart’s portfolio has increased in
value, but it has not done as well as the market average that is represented by the index -
it has underperformed by 3% relative to the average portfolio.




B maHHOM cnyyae MHAEKC MCNOJib3yeTCA B KayecCTBe 3TaNloHa, C KOTOPbIM CpaBHMBAaETCA
3$PeKTUBHOCTb NOPTPENA NHBECTUL NN,

B cnepytowem pa3gene 6yaet npuBefeH pag NpYMepoB KntoyeBblX POHAOBbIX MHAEKCOB MO
BCEMY MUPY.

( 3.2 Mpumepbl $OHAOBbIX )‘

Llenb o6yueHns

7.1.4 3HaTb cnegytowme GoHOOBbIE MHAEKCHI U PbIHKK, KOTOPblE OHM NPeACTaBNAOT:
NpoMbILWAeHHbIN nHAeKc Joy-IxoHca, S&P 500, FTSE 100, DAX, Hang Seng, Nikkei
225

DoHAOBbLIN MHAEKC — 3TO MPOCTO MOKasaTeflb, CYMMUPYIOLWNA LieHbl Ha pAd akuum C
NONPaBKOM Ha pa3mMep KOMMaHWu. Tak UYTO M3MEHEHMA LEeH Ha aKUMU KPYMHbIX KOMMAHU
OKa3biBaloT 6onbluee BAMAHME HAa MHAEKC B Leniom. [1o Mepe M3MEHEeHMA LEeH Ha akuuun B
rpynne MHAEKC TakXe U3MeHAeT CBOoe 3HauyeHue. Ecnu rpynna akyun yBennuymaaeT CBOO
CTOMMOCTb B cCpeHeM Ha 2%, MHAEKC TaKXe YBENMYMT CBOE 3HaUYeHne Ha 2%.



Mpumep

BoT Kak n3ameHeHna nHaekca obblYHO oTO6parkaloTCA B Npecce:

MHpekc S&P 500
1958.7

N3meHeHMe

3a fleHb
+6,6
+0,34%

MHpekc S&P 500 cnerka
noapoc 3a AeHb 6narogaps
MONOXMNTENbHbIM pe3yfbTaTam
KomnaHun Apple

MHupekc FTSE 100
6,663.6

N3meHeHne

3a fleHb
-41,6
-0,62%

MHpekc FTSE 100 3a geHb
HEeMHOro CHU3WCA Nocsie
HeraTUBHOW OLIEHKN KOMMaHWW
Vodafone co ctopoHbl
Goldman Sachs




Here the index is being used as a benchmark against which to compare the performance of
a portfolio of investments.

The following section will provide some examples of the key stock indices around the
world.

( 3.2 Example Stock Market Indices )‘

Learning Objective

7.1.4 Know the following stock market indices and which market they relate to: Dow
Jones Industrial Average; S&P 500; FTSE 100; DAX; Hang Seng; Nikkei 225

A stock market index is simply a number that amalgamates a group of share prices
weighted by the size of the firm - so, the price movements of larger firms have a bigger
effect on the overall index. As the shares in the group change value, the index also changes
value but, in essence, if the group of shares goes up by 2% on average, the index will
similarly go up by 2%.

Example

Here is the way in which index movements are typically reported in the press:

S&P 500 Index FTSE 100 Index
1958.7 6,663.6

Change on

the day
-41.6
-0.62%

The S&P 500 Index was
slightly up on the day,
boosted by positive
results from Apple

The FTSE 100 Index
was slightly down on the day,
after a negative assessment of
Vodafone from Goldman Sachs




Kak BuauTte, rnaBHoe — HACKOJIbKO CUJIbHO MHAEKC M3MEHUN CBOe 3HauyeHwue. [NogobHoe
N3MEeHeHne MOXKeT OblTb B 3HAUUTENIbHOWN CTeneHn OOyCNIOBNEHO OTAENIbHbIMM aKLMAMMU,
BKNIOYEHHbIMX B MHAEKC. B BbilwenpuBefeHHbIX npumepax Ha mHpekc S&P 500 okaszanu
BNuAHUe akumm Apple, a Ha nHgekc FTSE 100 — akuyuun Vodafone.

3HauyeHVe MHAeKca BblpaXaeTca B MyHKTax, HaNnpuMep, «CerogHA npOMbllWIeHHbIV HAEKC
Hoy-[I>)KoHca BbIpOC Ha NATbAECAT NYHKTOB». JTO 3HAUYUT, YTO UHOEKC BbIPOC, CKaxem, ¢ 19
900 nyHkTOB A0 19 950 nyHkTOB. Camy no cebe NyHKTbl He MMEKT 0COOON LIEHHOCTU.
CnepyeT cpaBHMBaTb MOKa3aTeslb WMHAEKCa C Npeabigywmm 3HayeHueMm, Hanpumep c
nokKasaTtenem npegbiaywero gHA Uav npegbigywmm MakCMmymMoM.

Kaxkablh MHOEKC BK/OYaeT onpefeneHHoe KonmyecTtso KomnaHnn. Hanpumep, B8 FTSE 100
BXOAUT CTO KOMMaHui, a B S&P 500 — nAaTbCoT.

HekoTopble ¢oHAOBbIE WMHAEKCbI OTHOCATCA K KOHKPETHbIM pPblHKAaM WM CTpaHam.
Hanpumep, npomblwneHHbin nHaekc Ooy-IxoHca BKknovaeT 30 KpynHenwmnx nyb6nmyHbix
komnaHun CLUA, Topryembix Ha Hbto-Mlopkckon doHgosom 6upxe (NYSE) unu Ha NASDAQ.
DTN WHAEKCbl ABAAIOTCA AWHAMUYECKMMU, U UX COCTaB pPeryndapHoO nepecmaTpuBaeTcs.
Hanpumep, B mapTte 2015 roga camaa goporasa B Mupe komnaHusa Apple 6bina BknioyeHa B
yncno 30 KOMMNaHUW, COCTaBAAKWMUX MPOMbIWAEHHbIN nHAeKC [oy-[XKOoHca, 3ameHuB
kKomnaHuio AT&T.

Ha >k3ameHax KaHAWAaTbl OOJIKHbl MPOAEMOH-CTPUPOBATb 3HAaHME CTPaH, K KOTOPbIM
OTHOCATCA MNATb APYrnx MHAekcoB. O HUX 4YacTO YNOMMHAETCA B HOBOCTAX, TaK YTO Bbl
Mo>KeTe OblTb y»Ke 3HaKoMbl C HUMW. Ecnn pa, cnegylowee ynpaxHeHue 6ypet anAa Bac
npoctbiM. ECn HeT, nocmoTpuTe OTBET B MPUOXeHMU 1 ybeamTecb, YTo 3aNOMHUNU
CTpaHbl, C KOTOPbIMU CBA3aHbI NHAEKCHI.

YnpaxxHeHuve 1. lHaeKCbl M CTpaHbl



Huxe nepeumcneHbl cemb GOHAOBbLIX WMHOEKCOB, U TONIbKO ANA NepBOro nprvBefeHa
CTpaHa, K KOTOPOW OH OTHOCUTCA. HmXe npuBefeHbl WeCcTb OCTAaBLWUXCA CTpaH B
npon3BosibHOM nopAagke. MNonpobynTe onpepennTb, KaKOM MHAEKC K KaKOW CTpaHe
OTHOCUTCA.

doHpaoBbIN NHAEKC MpepcraBnaer
CTpaHy
[MPOMBbILLNEHHbIN MHAEKC CLUA
Noy-[xoHca
MMBbB
S&P 500
FTSE 100
DAX
Hang Seng
Nikkei 225
Crpanbi
BennkobputaHus
CLIA
Poccna
AnoHuA
[epmaHunAa
[OHKOHI/Kutan

G’onasa'rb OTBE'D




It is clear from the above that the significance of the index is how much it has moved, and
that move could be largely attributable to particular shares that are included in the index.
In the above examples it is Apple that has particularly impacted the S&P 500 Index and
Vodafone that has particularly impacted the FTSE 100 Index.

The index value is termed points — as in ‘the DJIA increased by 50 points today’. This means
that the index went from perhaps 19,900 points to 19,950 points. The points have no
specific value in themselves - the way to look at an index number is to compare it with a
previous value, such as the previous day’s number or the previous high.

Each index has a particular number of constituent companies. For example, there are 100
companiesincluded in the FTSE 100 and there are 500 companiesincluded in the S&P 500.

Many stock market indices relate to particular markets, or geographies. For example, the
DJIA consists of 30 large listed US companies that are listed either on the New York Stock
Exchange (NYSE) or the NASDAQ. These indices are dynamic and the constituents regularly
change. For example, the world’s most valuable company, Apple, has only been included
within the DJIA’s 30 constituent companies since March 2015 when it replaced AT&T.

The examination syllabus includes the requirement that candidates know which
geographies five other indices relate to. All are commonly reported on the news, so you
may already be aware of them. If so, the exercise below should be reasonably
straightforward. If not, please feel free to look at the appendix for the answer and make
sure you are clear as to which index relates to which geographical area.

Exercise 1 - Indices and Geographical Markets

=y



There are seven specific stock market indices that are listed in the table below and only
the first one includes the geographical market that it represents. Below are the remaining
six geographical markets in no particular order. Have a go at identifying which market
relates to which index.

Stock Market Index Geographical Market

Represented

Dow Jones us
Industrial Average

MICEX

S&P 500

FTSE 100

DAX

Hang Seng

Nikkei 225

Geographical markets

UK

Us

Russia

Japan

Germany

Hong Kong/China

@eveal answea




Tenepb Bbl 3HaeTe, K KAKOW CTpaHe OTHOCUTCA TOT WUIN MHOWM UHAEKC, U BaM ByaeT nerko
[orafaTtbCA, B KAKOW MHAEKC (MK MHAEKCbI) BKKOUEHbI ceayoume n3BecTHble KOMMaHuu.

YnpaxHeHue 2. UHaeKcbl 1 KOMnaHuun




B Kakon nHgekc (nnun nHgekcol) BKAOYEHbl cnegyowme 15 komnanmm?

HasBaHue Kakon nHaekc/nHpaeKcol
KOMMaHMUn (DJIA, S&P 500,

FTSE 100, DAX, Hang Seng,
Nikkei 225)

Adidas

Apple

Barclays

BP

Canon

Cathay Pacific
Airways

Coca-Cola

Exxon Mobil

[a3znpom

Honda

HSBC

McDonald’s

CbepbaHK

Sharp

Sony




Toyota

Volkswagen
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Now you know which geographic markets the various indices relate to, it should not be too
difficult to work out which index (or indices) the following well-known companies are
included within:

Exercise 2 - Indices and Companies




Which index (or indices) are the following 15 companiesincluded within?

Company Name Which index/indices? (DJIA,
S&P 500,

FTSE 100, DAX, Hang Seng,
Nikkei 225)

Adidas

Apple

Barclays

BP

Canon

Cathay Pacific
Airways

Coca-Cola

Exxon Mobil

Gazprom

Honda

HSBC

McDonald’s

Sherbank

Sharp

Sony




Toyota

Volkswagen
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YuntbiBada, uTo GOHAOBbIE WMHAEKCbl OTpa)alT LeHbl Ha aKkuuMn COCTaBRAWUX WX
KOMMaHWI, NOJSIe3HO 3HaTb O TEKYLEM MONOXEHNN UHAEKCOB, HANPUMeEpP, He HaXoAATCA NN
OHW BONM3N rOJOBbIX MAKCUMYMOM UM MUHMMYMOB. [onpobyiTe BbINONHUTL ciegytouee
3afjlaHune, YToObl MO3HAKOMMUTBCA C TEKYLLEN CUTyaumnen.



MwuHn-3apaHne

Ncnonb3ynte WHTEpHET W/Unu rasetbl, YTOObI HANTU TeKYWMIN MNOKasaTeNb, a TaKXe
NPOLWIOrofHNE MUHUMYMbl 1 MAKCUMYMbI 1A ey LWwnx NHOeKCOB.

Tekywun MpownorogHuin MpownorogHun

ypOBeHb MaKCUMyM MUHUMYM

[MpOoMbILWTeHHbIN NHAEKC
Hoy-IIoHca

S&P 500
FTSE 100
MMBbB
DAX

Hang Seng
Nikkei 225
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YnpakHeHve 3




YTo 06bIYHO McnoNb3yeTcA, UTOObl onpeaennTb, PAcTyT NN LEHbl HAa akuuK B LENIOM,
CHUKAOTCS NN OCTAOTCA NPAKTMYECKN HEU3MEHHbBIMN?

a. baHKOBCKME NPOLEHTHbIe CTaBKU
b. ®oHpoBble NHAEKCHI

c. JJoxoaHocTb obnurayumn

d. KpeanTtHble pernTuHIu
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Given that the stock market indices reflect the share prices of the constituent companies, it
is useful to be aware of how the indices are doing - such as whether they are near the year’s

high or low. Please try the following assignment to enable you to get a feel for the current
situation:



Mini-Assignment

Use the internet and/or newspapers to extract the current index and the last year’s highs
and lows for the following:

Index Current level High in the last year Low in the last year
Dow Jones Industrial Average
S&P 500
FTSE 100
MICEX
DAX

Hang Seng

Nikkei 225
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Exercise 3




What is normally used to ascertain whether share prices generally are moving up, down
or sideways?

Bank interest rates
Stock market indices
Bond yields

Credit ratings

Q N T W
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naBa BOCbMas

Apyrne obnactn npegocraBneHmns
$dnHaHCOBbIX yCnyr

1. YnpaBneHune ¢poHpoM
2. BanioTHble onepauynu
3. CtpaxoBaHue

4. DnHaHcoBOE NNaHNpOBaHNe

STomy pasgeny nporpammbl Kypca Ha 3K3ameHe 6yaeT nocBsweH npubnusutenbHo 4 n3 30 3K3aMeHaLMOHHbIX
BOMPOCOB.




Chapter Eight

Other Areas of Financial Services

1. Fund Management
2. Foreign Exchange
3.Insurance

4. Financial Planning

This syllabus area will provide approximately 4 of the 30 examination questions







% Apyrune o6nacrtm npepocraB/ieHNA

$PpUHaAHCOBbIX yCnyr

Ba3oBble CTPYKTYpHble 3/1€MEeHTbl OCTAlTCA TEMU XKe, oaHaKo cdepa GMHAHCOBBLIX YCNyr
NOCTOAHHO 3BOJIIOLMOHMPYET, MNO3TOMYy JNO6OMY uUenoBeKy, paboTalwemy wunu
Xenawouwemy paboTtaTtb B 3TON cdepe, KU3HEHHO HeobXoaMMo ObiITb B Kypce 3TuX
N3MEHEHUN N CNeanTb 3@ HOBOCTAMWU. Ha MOMEHT HanMcCaHMS OAHHOrO TeKCTa B Mupe
NPOUCXOANNN  KPYMHble MONUTMYECKME U3MeHeHnA, Hanpumep wn3lbpaHue Tpamna
npe3ngeHtom CLA u peweHune BennkobputaHum BbIATM U3 EBpocotosa («bpek3nT»),
KOTOpPble HEMUHYEMO OKaXyT BAIMAHUE Ha OnpefesieHHble acneKkTbl cpepbl PUHAHCOBBIX
ycnyr. B CLUA moxeT BO3pactTu 06beM rocyfapCTBEHHbIX PAacxXxofoB, UTO 06A3aTeNbHO
CKaXXeTcA Ha ob6bemMax TrocyAapCTBEHHbIX 3aUMCTBOBaHWNA, a HEKOTOpble MnpaBuna,
OrpaHMyYMnBaoLiMe B fAHHbIN MOMEHT AeATENbHOCTb 6aHKOB, MOTYT ObITb CMArYeHbl. bpeksut
MOXeT MnpuBecTM K ToMmy, 4YTo JIOHAOH nepecTaHeT ObiITb LEHTPOM onpeaeneHHbIX
dMHaAHCOBbLIX onepayuin, B pesynbTaTe yero 6onee 3HAUYMUTENbHYIO POJib HAaUYHYT UrpaTb
bnHaHCOBbIe UeHTpbl KOHTUHeHTanbHOW EBponbl, Hanpumep Mapux n OpaHkPypT. Ecnm
OTBJIeUbCA OT MNONUTUKN, COXPaHAETCA TEHAEHUNA Pa3BUTUSA TEXHONOTUI U BCE Gonbluen
aBTOMaTM3auuMm, B YacCcTHOCTM B obGnactm wmHBecTuumin, GnarogapAa TakK Ha3blBaeMblM
«pO6OTAM-KOHCYNbTaHTaM».

B paHHOM 3aBepuwatowen rnaBe Mbl 6onee noapob6HO paccMoTpum YeTbipe obnacrtu:
ynpasneHne ¢oHAOM, BastloTHble onepaumnmn, cTpaxoBaHne 1 pUHAHCOBOE NMaHNPOBaHMeE, B
YaCTHOCTU nNNaHUPOBaAHME TMeHCUOHHOro obecnevyeHnAa. Humxe npuBegeHo KpaTkoe
onucaHue Kaxkgon ns asTnx obnacren.

e YnpaBneHne ¢oHAOM — 3STO CO3JaHME KOMMAHMEWN WHBECTULUMOHHOro ¢oHAa,
NO3BONAKOWEr0 KINMEHTaM KOMMaHMKM COBMECTHO MHBECTMpPOBATb CBOU CpPeAcTBa,
coobwa nonyyada npubbib MNM  HecA YObITKN. VIHBECTUUMOHHbIE peLleHunn
NPUHUMAOTCA KOMMaHnen, ynpasnawouwen GoHAOM.






% Other Areas of Financial Services

Although the fundamental building blocks remain pretty much the same, the financial
services industry is constantly evolving and it is vital for anyone working in, or aspiring to
work in the industry to keep pace with these changes by scanning the news for important
developments. At the time of writing there are some major political developments like the
new Trump administration in the US and the decision for the UK to leave the European
Union (‘Brexit’) that will inevitably alter some aspects of financial services. In the US, there
may be increased government spending with the inevitable impact on US borrowing, and
some rules that currently restrict the activities of banks may be relaxed. Brexit might result
in some financial services activities moving away from London and create more powerful
financial centres in Europe such as Paris and Frankfurt. Away from politics, there is the
ongoing development of technology that is seeing more and more automation,
particularly in the area of investment with so-called ‘robo advisers'.

In this final chapter of this workbook, four areas will be explored in a little more detail -
fund management; foreign exchange; insurance; and financial planning, particularly
planning for retirement. Below is an introduction to each of the four:

e Fund management is where a firm creates an investment fund for its clients, which will
enable those clients to invest together, sharing in any gains made or losses suffered.
The investment decisions will be made by the fund management firm.



e BanoTHble onepauun — SABAAIOTCA Pe3yNbTaTOM MeEXAYHApPOAHOW TOProBAU WK
MeXOYHapOAHOro Typu3ma, Korga [Ans COBepleHua onpefeseHHbiXx onepauni
Heo6xoANMMO 0OMeHATb OAHY BantoTy Ha APYIYHO.

e CrpaxoBaHMe — 3TO Cnocob6 ynpaBneHWsA puUCKom. Hanpumep, uyenoBeKk MoxeT
CTpajaTb OT cepbe3HOro 3aboneBaHusa, Tpebywouwero megnuuHckon nomown. Mpu
HaNnMunM CTPAXoOBOro MeANLMHCKOrO NoJiuca 3a iIeueHne MOXKeT 3aniaTUTb CTpaxoBas
KOMMaHWUA.

e  (DuHaHcOBOe MaHNPOBaHMeE NOMoraeT GU3NUYECKUM 1 PUANYECKUM L AM NPaBUSIbHO
opraHM3oBaTb CBOU ¢MHaHCOBbIe Aena, YTobbl 4OCTUYD PUHAHCOBBIX N >KNU3HEHHDIN
uenen. 3gecb 0CO6eHHO BaXXHO MIaHUPOBAHME NMEHCMOHHOTO obecnevyeHus, TO eCTb
HakonneHne cbepexeHn Ha TO BpeMms, Koraa yenoBek 6onblue He 6yaeT paboTtatb. OH
y>ke He OypeT nonydyaTtb 3apnnaTy, Tak YTo noTpebyeTcAa ApPYyro UCTOYHUK CPeacTB
CyLeCcTBOBaHUA.

1. YnpaBneHne ¢poHaom

Llenb o6yueHuns

8.1.1 3HaTb NPMHUNN KONNEKTUBHOIO MHBECTUPOBAHNA: CPAaBHEHME C MPAMbIM
NHBECTUPOBaHUEM, 00benHeHe CpeacTB, AnBepcndrnKaLmna, KOMNeTeEHTHOCTb

Kak YNOMMHaNOCb BO BCTYMNEHUN K ﬂ,aHHOVI rmase, yrnpasjieHune (I)OH[J'OM — 3TO CUTYyauuns4,
Korga KoOmMnaHumA faeTt KIINeHTaM BO3MOXHOCTb BKJlafblBaTb CpeACcTBa B d)OH,D,, B KOTOpOM
cocpenoTaymBealoTCcA BCe AeHbIrh MHBECTOPOB. O6bekKTbI ONA NHBECTUPOBaAHUA 3TUX CpencCcTB
Bbl6|/|paeT KOMMaHNA, a KINEHTbI-MHBECTOPDbI coo6u4a nony4yaroT I'Ipl/l6bIJ'Ib nnn HecyT
y6bITKI/I. TaKyro CNTYauniro MOXHO Ha3BAdTb KOJUTIEKTUBHbIM MHBECTUPOBAHNEM, NMOCKOJIbKY
KNMMWEeHTbl BKNaabiBalOT CBOU CpeacrtBa COO6LL|,a, d d)OH,D, MOXHO Ha3BaTb MHCTUTYTOM —
MHCTUTYTOM KOJUIEKTIBHOIO MHBECTN-POBaHUA.



UHcTuTyT
KOJNNMeKTNBHOIro
MHBECTUpPOBaHuA

/ V)

NuBectn unn B SKOHOMUKY

) waiia

O6pab6atbiBalowjaa  Coepa ycnyr  CenbcKoe X03AICTBO
NPOMbILLNIEHHOCTb

JIOTVKY 1 XapaKTepUCTUKN Nofo6HOro cnocob6a MHBECTMPOBAHNSA Jydlle BCEro NOKasaTb Ha
npumepe.



e Foreign exchange is the result of international trade or international travel — the money
held by one party needs to be exchanged into another currency before a transaction
can be completed.

e Insurance is a method of managing risk. For example, an individual may suffer from a
serious illness that needs medical attention. An insurance company may be required
to pay for the treatment under a health insurance policy.

e  Financial planning is providing assistance to individuals, their families and businessesin
organising their financial affairs to achieve their financial and lifestyle objectives.
Within this, retirement planning is particularly important to individuals saving for the
time of life when they will no longer be working. They will have to manage without
earning a salary.

1. Fund Management

Learning Objective

8.1.1 Know the principle of collective investment schemes: comparison with direct
investment; pooling; diversification; expertise

As stated in the introduction to this chapter, fund management is when a firm gives its
clients the opportunity to invest in a fund which is an amalgamation of all of the clients’
invested money. The fund’s investments will be chosen by the firm, and the client investors
will share in any gains or losses generated. This can be described as collective investment
since the clients are investing together, and the fund can be termed a scheme - a collective
investment scheme.



Collective
Investment
Scheme

/ V0

Investments in the economy
- B 3 )
MY bt

Manufacturing Services Agriculture
The logic and features are best illustrated by looking at an example.




Mpumep

[>KopaXK HeJaBHO 3aKOHUMJ YUMTbCA M Hawen xopouwyio paboTty. OH He ryn, HO Mano
3HaeT 06 mHBecTtMpoBaHun. OH Cablwan, YTo MMeeT CMbIC/T eXeMeCAYHO BKNaAblBaTb
HebGonbLylo cymmy aeHer, nopagka 100 gonn. CLWA, B akynu. Ul B utore, ecnu emy noseser,
OH CMOXeT KynnTb cOOCTBEHHbIN oM. OCO6eHHO npuBneKaTeNbHbIMU €My KaXkyTCA akuunm
TEXHONOTNMYECKUX KOMMaHW, MOCKOJIbKY OH CYMTAET, YTO 3a TexHonornamu byayuiee.

OH Mor 6bl BblbpaTb M NPUOOPECTM aKUMK CaMOCTOATENIbHO — 3TO Ha3blBanocb Obl
NPAMbIM UHBECTUPOBaHMEM. [Touemy 3TO MOXKeT 0Ka3aTbCA XOpOoLWen Uan NNoxXon ngeen?

nOCMOTpI/IM Ha HEKOTOpPbIE Hanbonee nonynAapHble TEXHONOrMYECKNE KOMMNAHUN.

Mpennonoxum, uto akunm Apple TopryoTtca no 110 gonn. CLUA 3a wtyky, akumn Google
— no 522 ponn. CIUA 3a wrtyky, akumun Microsoft® — no 42 gonn. CLUA 3a wTyKy, a akuumu
Facebook — no 76 gonn. CLLUA 3a wTyKy.

Nmea 100 gonn. CLUA, Ixkopax mor 6bl KynnTb ABe akuum Microsoft®, n y Hero octanochb
6b1 16 ponn. CLUA nnn ogHy akuunio Facebook, ny Hero octanocb 6bi 24 gonn. CLUA. OgHako
eMy nMpuwwiocb 6bl KONUTb ABa MecAua, YToObl KynuTb OfHY akuuto Apple, nnm wecto
mMecAueB — Ha ofHy akuuto Google. U 3to npu ycnosuu, uto akuum Apple n Google 6yayt
cTtonTb He 6onee 200 ponn. CLUA n 600 gonn. CLLUA cooTBeTCTBEHHO.

3T0 MOXeT ObITb NIOXON HOBOCTbIO MO OABYM NMPUYNHaM.

Bo-nepBbix, ecnu [xopax xouyeT NpMobpectn XoTb UTO-TO B NEPBbLIN MecAL, ero Bbibop
orpaHnyeH Microsoft® nnn Facebook. Ecnn oH xouet npuobpectn akuyum Apple nnm
Google, emy npngeTca 3anacTucb TeprneHnem.

B ngeane oH xoten 6bl BNOXWUTb AEHLIV BO BCE 3TV KOMMAHMU, MOCKOJIbKY 34PaBbll CMbICT
nofckasbiBaeT [>KOpAXKY, UTO MHBECTULMW Nydlle pacrnpefenntb MeXay HeCKONbKUMU
akTuBamu. B 3Tom cnyvae, ecnm opHa KomnaHuA OyneT AeMOHCTPMPOBATb Maoxue
pe3ynbTaTbl, yObITKM OyaAyT KOMMEHCUPOBaHbI NPUObINbBIO 3a CYET YCNELHbIX KOMMNAHUIA.

Bo-BTOpbIX, Yy JXKOPAXK HEAOCTATOYHO 3HAHUI M OMbITA, YUTOObLI CNPOTrHO3MPOBAaTb, KaKne 13
TEXHONOrMYeCckux KoOMnaHmm 6onblue NoaAxXo[AT Ana nHeectupoBaHua. OH paccmatpuBaeT
3TU YeTblpe KOMMAaHUW TOJSIbKO MOTOMY, UTO C/blWan O HUX. BO3MOXHO, Ha pbiHKe eCTb
6onee NHTepecHble BapuaHTbl 419 UHBECTUPOBAHMA, HO OH O HAX HUYEro He 3HaerT.




Bce 3T TPyAHOCTU MOXKHO YCTPaHWUTb, ecnn [XKOpAX WHBECTUPYEeT CBOW CpPeAcTBa He
Hanpamyilo, a goseput ux ¢oHay. BnoxeHne cpepcts B ¢$OHA Ha3blBaeTCA HenpAMbIM
NHBECTUPOBAHNEM, MOCKONIbKY WHBECTOP nepepaet CBOW AeHbrn ¢oHAy, a yxe ¢oHA
BKNagblBaeT UX B aKUUN.



Example

George is a recent graduate with a good job. He is smart but knows little about
investment, and he has been told it would be sensible to invest a modest amount of
around $100 per month into equities, hopefully to enable him to afford a house one day.
He particularly likes shares in technology companies as he feels technology is the future.

He could choose and then buy equities himself — termed direct investment. Why might
that be a good or bad idea?

Looking at some of the more popular technology companies:

Assume Apple is trading at a price of $110 per share, Google is trading at $522 per share,
Microsoft® is trading at $42 per share and Facebook is trading at $76 per share.

With his $100, George could buy two shares in Microsoft® and be left with $16, or buy one
share in Facebook and be left with $24. However, he would have to wait for two months
before he has sufficient cash to buy a single share in Apple, and six months before he
could buy a single share in Google - and that is assuming that Apple’s and Google’s share
prices stay at less than $200 and $600 respectively.

This may be bad news on two fronts.

The first is that, if George wants to buy any shares at all in the first month, his choice is
restricted to Microsoft® or Facebook. If he wants to buy Apple or Google shares he will
have to wait.

But ideally he would like to put some money in all of these companies, because common
sense tells George he is better off spreading hisinvestment around. That way, if one of the
shares does not perform too well, this will hopefully be compensated for by another of
the shares doing well.

The second is that George is not really the person best placed to decide which of these
technology companies is likely to do better. He is only considering these four companies
because he has heard of them.There may be many more promising technology company
shares available that he knows nothing about.




All of the difficulties highlighted in the example could be addressed if George were to
invest in a fund rather than directly. Investing in a fund is described as indirect investment,
because the investor investsin the fund, and then the fund invests in the shares.



[leHeXHble

cpepcTBa - Akumm
o HeHeXXHble cpeacTBa
[eHeXxHble
cpeacTBa
AKuunn
—

o KocBeHHOe MHBeCTNpOBaHNe
JTO He nMO3BONANO €My BOCMOJ/Ib30BATbCA MpeuMylecTBamn aAmBepcndumkaumnm.,

AvBepcndumKkauma — >5TO NMPOCTO CneuunanbHbii TEPMUH, O3HAYalWKUA pacnpepeneHune
WHBECTUUNI MeXAY HEeCKONbKMMM aKTuBamu. Yem 6Gonblle akuuim pasHbiX KOMMAHWUIA
npnobpeteHo, Tem 6onblWe BEPOATHOCTb, UYTO Heydaya OAHOW KoMmMaHuu OGyger
KOMMNEHCMPOBaHa YyCNexom ApYro KoMMNaHuM.

AnBepcndnkauma ABNAETCA OCHOBHbLIM MNpeumylecTBOM GOHAA, MOCKONbKY B QoHAe
akKKymynupyetca 6onblioe KOMIMYECTBO MHBECTULUIA, TAaK YTO OH MOXET WHBECTUPOBaTb
6onbwre CymMbl B aKLUM MHOKECTBA pPa3HbiXx KOMMNaHui. Taknm obpasom, ecnun Kopax
BJTOXKWT CBOU CPeACTBa B TEXHONOTNYECKNA GOHA, OH YacTUYHO pewmnT cBou npobnembl C
aneepcudukaymen.

AnAa ewe 6onbwen anBepcndmkaumm nopthenb MHBECTULUA HEOOXOANMMO pPaCLINPUTL 3a
cyeT MOKYMKM aKUUN He TOJNIbKO TEXHONOMMYeCKMX KOMMAHUN, HO N KOMMNAHUN N3 OPYrnx
CEKTOPOB, Hanpumep papmaleBTUYECKMX, aKLNN OGAHKOB, NMPOMbILWIEHHbIX, HePTEra3oBbIX
komnaHuv, CMWU n KomnaHMin nMWeBON MPOMbIWAEHHOCTU. Tak 4YTO eciIu Heypaua
NOCTUTHET eyl oTpadib, HaNpUMep TEXHONTOTMYECKYIo, N3-3a ONaceHNA UCNONb30BaHUA
TEXHONMOIMN TeppopucTamn WAKM YA3BUMOCTU nepep KubepaTtakamm OHa MOXKeT ObiTb
KOMMEHCMPOBaHa 3a CYET ycrnexa B APYrMx CeKTopax, Hanpumep, bnarogapa pocTy LeH Ha
HedTb.

BnoxeHne cpencte B $oHA Takke NO3BONMNO Obl pewnTb npobnemy HegoCTaTOYHOrO
KonnuecTtBa cpenctB y [kopaxka anda nokynkm ogHon akummn Google nnu Apple. Pasamep n
CTPYKTYpa poHOa NO3BONAIOT MHBECTOPaAM Bpoae [Kopaxa nokynaTb Aosto B poHAe, umes
OYeHb HeEGObLIME CYMMbI, KaK MOKAa3aHO HUXe.
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The first issue for George was that he was restricted to just one or two companies because
of the modest sums he was planning to invest. This would have stopped him from
benefiting from diversification. Diversification is simply the technical term for not putting all
of your eggs in one basket - the more companies’ shares held, the more likely it is that
surprising bad news in one company is offset by surprising good news in another.

Diversification is a key advantage of a fund, because the fund is gathering together lots of
individual investments and therefore is able to invest larger sums of money in a variety of
different company shares. So if George were to invest his money in a technology fund, he
would begin to solve his diversification issues.

It would only begin to solve the diversification issues because his portfolio could be further
diversified by not confining his investments to just technology companies’ shares, instead
broadening his investments to include shares in companies in other sectors like
pharmaceuticals, banks, industrials, oil and gas, media and food. After all, if a negative event
occurs within a particular industry — for example the technology sector generally suffering
due to concerns about exploitation by terrorist organisations or poor defences against
cyberattacks — it might be countered by positive events in other sectors, such as an increase
in the price of oil.

Investing in a fund would also deal with George’s problem that the money he has to invest
is not large enough to buy a single share in companies such as Google and Apple. The size
of the fund and the way it is structured enables investors like George to buy a portion of the
fund for modest amounts of money, as shown below.



Mpumep

®oHp, nuBecTupyowmin B akuvm Apple n Google

Ynpasnawowmnn ¢oHaom co3gan GoHA ANnA BNOXKEHNA CPeACTB B CamMble NpuBieKaTesibHble
TeXHONOrnyeckme KOMMNaHUM u Tenepb UWeT UHBECTOPOB. KaXablh MHBECTOP MOXeT
nHeectnposatb Bcero nuwb 100 pgonn. CWA. QoHa HageeTca npuBneYb TbiCAYY
NHBeCTOpPOB N nonyuntb B utTore 100 000 gonn. CLLA.

YnpaBnawowmm ¢oHAOM CYUNTAET, YTO HA AAHHbIN MOMEHT Hanbonee nNpuBneKaTeNbHbIMU
AnATcA akumm Apple n Google. Apple npuBnekaetr ero uyytb 6onblue, Tak YTO OH
nokynaeTt 600 akuun Apple (ctommoctbio 110 gonn. CILUA kaxpaa) n 65 akynn Google
(ctoumocTbio 522 ponn. CLUA kakpgasa). OcTaBlwaAaca YyacTb cpeAcTB GOHAA XPaHUTCA Ha
AenosuTe Ao Tex Nop, NokKa He NOABUTCA NOAXOAALWAA BO3MOXHOCTb ANA UX BIIOXKEHUA.

NHuBecTtnunm doHaa BbIrNAAAT cieayowmnm obpasom:

NHuBecTnymna LleHa akuyunia Konwnuecrt-Bo akuunin
Apple 110 gonn. CLLA 600 66 000 gonn. CLLA
Google 522 ponn. CLLUA 65 33930 gonn. CLLUA
[leHeXKHble cpeacTBa H/0 H/0 70 ponn. CLLA
100 000 ponn. CLLA




100 gonn. CWWA, BNOXeHHble KaXXAblM WHBECTOPOM, TeMepb MHBECTUPOBAHbI B aKLUW
Apple n Google, xoTa kKaxgaa akuna Apple nnu Google ctout gopoxxke 100 gonn. CLUA.

Ecnu 6b1 Ixopax Bnoxun ceon 100 gonn. CLWWA B 3TOT $dOHA, OH Obl Bnagen oAHOWN
TbicAYHON POHAa, T. e. 60% akumm Apple n 6,5% akummn Google nnc He3HaunTenbHaA

CYMMa €HEXHbIX CPeACTB.

LleHa akyunn

KonuuyectBo
akuun

WNtoro

NHB. Myx.*

66 000 gonn. CLUA

66,00 gponn. CLLUA

Apple 110 gonn. CLLA 600
Google 522 ponn. CLWA 65 33930 gonn. CLLUA 33,93 ponn. CLLA
[leHeXHble cpecTBa H/0O H/0 70 ponn. CLWA 0,07 ponn. CLLA

100 000 gonn. CLUA

100 gonn. CLLUA

* MHB. Myx. = nHBecTuumnA Ixopaxa




DakTnueckn ¢oHp nosponaeT Kopaxy n gpyrum 999 mHBecTopaMm npnobpectn vyacTb
akumu Apple n Google.




Example

The Apple and Google Fund

A fund manager has set up a fund to invest in the best-value technology companies, and
advertises for investors. Each investor is only asked to invest $100. The fund manages to
attract 1,000 investors — a total of $100,000.

The fund manager feels that the current best-value shares are those of Apple and Google.
He feels slightly more positive about Apple and uses the money to buy 600 Apple shares
(costing $110 each) and 65 shares in Google (costing $522 each). The remaining money in
the fund is kept on deposit for the moment, ready to spend when the right opportunity
arises.

The fund’s investments are as follows:

Investment Share price Number of shares
Apple $110 600 $66,000
Google $522 65 $33,930
Cash n/a n/a $70
$100,000




Each investor's $100 is now invested in Apple and Google, despite the fact that one
individual Apple or Google share is too expensive for $100 to purchase.

Assuming George uses his $100 to invest in this fund, he would now own 1/1,000th of the
fund, which effectively means he has 60% of an Apple share and 6.5% of a Google share,

plus a little bit of cash.

Number of

Share price gt Total
Apple 5110 600 $66,000 $66.00
Google $522 65 $33,930 $33.93
Cash n/a n/a $70 $0.07
$100,000 $100
*M’s | = George’s investment




The fund has essentially allowed George and the other 999 investors to purchase a
portion of an Apple and Google share.




MocnepgHen npobnemon, C KOTOPON cToNKHynca [Kopax, 6bino oTcyTcTBMe onbiTa. OH Mano
3HaeT O pa3HoOob6pa3nM TEXHONOINMYECKMX KOMMAHMN, 4YbW aKUUW [JOCTYMHbl AnA
NHBECTUPOBAHUA, N HE YMeeT NPaBUJIbHO BbiIOpaTb KOMMaHNM ANA BNOXEHNA CpeacTB.

N 3Ty npobnemy MOXHO pewnTb C nomouwbk ¢oHaa. TexHonormyeckumm ¢oHgamu,
CO3JaBaeMbIMN YMNPaBAAKLWMMA  KOMMAHMAMKU, YNPaBAAT MNpodeccnoHanbl, KoTopble
NOCTOAHHO CNeAAT 3a yCrnexamu TeXHONIOMMYEeCKUX KOMMAHUA N peLlarT, Kakme U3 HUX
Hanbonee BbIrOAHbI ANA MHBECTUPOBaHNA. KOHeUHO, Kaxkabln poHA OyaeT NHBECTUPOBaTh B
ropasgo 6onblee yncno komnaHmn, uem aee (Apple n Google).

Takum o06pa3oM, wucnonb3oBaHne d¢oHAa BMeCTO MPAMOro WHBECTUPOBAHUA Aaet
cnepylowme npenmyLlecTea:

e (CpepncTBa MHOXeCTBa MHBECTOPOB 06beANHAIOTCA B 04HOM PpoHAe.

e J710 no3BonuT GoHAY BOCMNONb30BaTbCA BbIroAaMy AMBepcupuKaLmm, KOTopble MOryT
ObITb HeAOCTYNHbI UHAWBUAYANbHbIM MPAMbIM UHBECTOPaM.

e WMHBecTopbl poHAA PaKTUUYECKN MOTYT NPMOBPECTU YacTb OAHOM aKL UK.

o OMoHp ynpaBnsaetca nNpo¢deccroHanbHbIM ynpaBnAlWMM ¢GOHAOM, KOTOpPbLIA ymeeT
BbIOupaTb 6onee BbIrogHbIe BAPMAHTbl MIHBECTUPOBAHUA.

Mpenmywecrea $oHAOB

/ OnbIT NpodeccnoHanbLHOro

O6beanHeHne cpeacTs
ONA UHBECTUPOBAHMA

ynpaensiowero ¢oHaomM

.D‘MBepcmq)MKaumﬂ - cpeacTBa VIHﬂI/IBI/Ip,yaanble NnHBEeCTOopbI
NHBECTUPYHOTCA B Pa3Hble KOMMaHWN MOTYT NPUOBPECTN YacTb aKLnK

2. BanioTHble onepauvun

Llenb o6yueHns

8.2.1 3HaTb 6a30Bble XapaKTEPUCTUKIN PblHKA BaNtOTHO-0OMEHHbIX OnepaLnii: BantoTHble
onepayunmn, oOMeHHbIN Kypc




Kak roBopunoch B rnaBe 2, BantoTHble onepaunmn ABAAITCA HEOTbEMIEMON YaCTblo MHOTUX
KOMMEpPUYECKNX COEeNOK, a TakKe onepaunn pusanyecknx nuy B paMkax MeXayHapoAHOro
Typusma.

MeHbLlasa YacTb BaNtOTHbIX onepau,l/u7| npmxoanTcAa Ha 4010 YaCTHbIX TN, OTNPaBNnAWNXCA
3a rpaHmnyy, Harnpummep B OTNYCK, Kak MOKa3aHO B diegywowem npunmepe.



The final issue that George faced was a lack of expertise. He knows little about the variety of
technology companies that are available for investment and has difficulty assessing which
technology companies are likely to do better than others.

Again this can be solved by investing in a fund. The technology funds that are made
available by fund management firms are run by professionals who are constantly
monitoring all of the technology companies and assessing which companies are the better
investments. Each fund, of course, is likely to invest in considerably more than just two
companies (Apple and Google).

In summary, using a fund rather than directly investing will result in the following benefits:

e Moneyfrom avariety of investors is pooled into a single fund.

e This will enable the fund to benefit from diversification benefits that might not be
available to individual direct investors.

e Fundinvestors are effectively able to buy portions of individual shares.

e The fund is run by a professional fund manager, who will be best placed to select the
stronger investments.

Benefits of Funds

/ Expertise of the professional

Pooling of money to invest fund manager

Diversification - not putting all Fractions of shares can be
your investments into one firm bought by individual investors

2. Foreign Exchange

Learning Objective

8.2.1 Know the basic characteristics of the foreign exchange market: currency trading;
exchange rate




As introduced in Chapter 2, foreign exchange (Forex, or FX) is an integral part of many
business transactions and personal transactions when international travel is involved.

The smaller part of the foreign exchange market involves individuals travelling abroad,
perhaps for holidays, as detailed in the following example.



Mpumep

O3suag npnbbin B JloHAoOH ¢ Hegonrum Busntom. OH xueet B CLIA, Tak uTO BCE ero
cpenctBa — 310 gonnapol CLUA. OH 3HaeT, uTo eMy noTpebyeTca onpefeneHHasa cymma B
dyHTax CTepnuHros, YTobbl MNATUTL 3a Moe3aKM MO ropody, egy u pasBnedyeHusa. OH
CHMMaeT onpepaeneHHyto cymmy B gonnapax CLLUA co ceoero cyeta B 6aHKe U MeHAET NX Ha
GYHTbI CTEPAIMHIOB B 0OMEHHOM NYHKTE B a3PONopTy.

[l3B1A coBepLUM BaNlOTHYIO onepayuto.

YnpaxHeHue 1. Onepauna [13euaa. Yactb 1

Cymma B QyHTax CTepnUHros, KoTopyt [3Bug nonydyaet B oOMeHHOM NyHKTe, Oyger
3aBUCETb OT YCTAaHOBNEHHOIO Kypca, Nno koTopomy gonnapbl CLUA meHAOTCA Ha QYHTDI
ctepnuHros. ObmeHHbIe KypCbl MOTYT BbIFTAAETL cnegyowmum obpasom:

O6MeHHble KypCbl

DOYHT CTEPNINHTIOB K 1,54 -
ponnapy CLUA 1,64
Nonnap CLUA K pyHTY 0,61 -
CTEepPJ/INHIoB 0,65

Kak BnguTte, Ha camom ferne, KypcoB ABa: NepBbl MoOKa3bliBaeT, CKONbKo gonnapos CLUA
[aloT 32 QYHT CTEP/IMHIOB, @ BTOPON — CKOJIbKO QYHTOB CTEPAIMHIOB AdaloT 3a gonnap
CLWA. Kakoin 13 3TX ABYX KypCOB MUCNOJb3yeT onepatop oOMeHHOro nyHKTa npu obmeHe
peHer [1ssupa?

@OKa3aTb OTBea

Kakabln Kypc BKNloUaeT ABa NokKa3aTena: MeHbwan undpa cnesa n 6onblan undpa cnpasa.
Kakoll MMeHHO noKasaTenb OyaeT MNPUMEHEH 3aBUCUT OT TOro, MNOKynaeT KIUeHT
onpeaeneHHyto BantoTy UK NPOAJAET ee.



YnpaxHeHue 2. Onepauna [1asuaa. Yactb 2

YunTbiBasa, 4To onepatop OOMEHHOro MyHKTa MCNONb3yeT cnegylwmin Kypc, CKOJbKO
¢dyHTOB CcTepnmHros nonyunt asug npu npogake 1000 gonn. CLUA?

O6MeHHble Kypcbl

Nonnap CLUA K pyHTY 0,61 -
CTEepPJ/INHIoB 0,65

G‘onasa'rb OTBQ'D

Kakoln nmeHHO 13 ABYX NMoKa3aTenen Kypca 6yaeT NnpMMeHeH, onpeaensaeTca ormyecknm
nytem. CneBa NoKa3aHO, CKOJIbKO GYHTOB CTEPAIMHIOB BbiMJlaynBaeT OOMEHHbIA MYHKT 3a
oanH ponnap CLWA, a cnpaBa nNoka3aHO, CKONIbKO GYHTOB CTEPJIMHIOB HYXHO 3anaaTuTb
oO6MeHHOMY NYHKTY, uTo6bI KynuTb oanH gonnap CLWWA. Ecnn nocmoTtpeTb Ha Kypc 0,61 - 0,65,
3HaA, YTO 3TO MOKa3aTesNb KonmyecTBa GpyHTOB CTEPJSIMHIOB, BbIMauYMBaAEMbIX 3a AoJsinap
CWA, to 3a ognH ponnap CLUA moxHo 6ypeT nmonyumtb 0,61 GyHT. CTEPAUHIOB, a ANA
nokynku ogHoro gonnapa CLWA Heobxogmmo 3annatutb 0,65 GyHT. ctepnunHros. Ecnn 6ol
BCE ObINO HAOBOPOT, KNNEHTbI OOMEHHOTO MYHKTA MO 6bl NCNONb30BaTb O4UH JONnap
CWA, utobbl Kynutb 0,65 GYHT. CTepnuHros, a 3atem nokynanu 6o gonnap CLUA Bcero 3a
0,61 GYHT. CTEPNIMHIOB, rapPaHTUPOBAHHO nony4yasa Nnpubbinb B 0,04 GyHT. CTEPANHIOB. ITO
6bina O6bl NPOCTO CKasKa ANA KAMeHTa, OA4HAKO OOMEHHbIN MYHKT MbiTaeTca 3apaboTaTb
AeHbrun, a He notepATb ux! 0,04 GyHT. CTEPNNHIOB — 3TO NPUObLINb, KOTOPYIO 3apabaTbiBaeT
OOMEHHbIN MYHKT.



Example

David is visiting London for a short break. He is normally based in the US, so all of his
money is in US dollars. He knows he will need some UK sterling to pay for taxis, buses,
food and entertainment. He draws a lot of US dollars out of his US bank and sells them for
UK sterling at the foreign exchange dealer’s kiosk at the airport.

David has entered into a currency trade.

Exercise 1 - David’s Transaction Part 1

The amount of UK sterling that David receives at the kiosk will be determined by the
prevailing exchange rate between US dollars and UK sterling. The quoted rates might be
as follows:

Quoted
Rates

Ss 1.54 —
perf 1.64
fs 0.61 -
perS 0.65

You can see there are actually two sets of quotes — the first is for the number of US dollars
per pound; the second is for the number of UK pounds per dollar. Which of the two rates
will be highlighted by the kiosk assistant for David?

@eveal answea

Each quote is also made up of two figures, a lower figure on the left and a higher figure on
the right. The relevant side depends on whether the client at the kiosk is buying or selling
the particular currency.



Exercise 2 - David’s Transaction Part 2

Given that the following quote is the one highlighted by the assistant at the kiosk, how
many pounds will David get, assuming he is selling $1,000?

Quoted
Rates

£s 0.61 -
perS 0.65

@eveal answea

How the two sides of a foreign exchange quote are applied is logical. The left-hand side is
the number of UK pounds handed over for each US dollar, and the right-hand side is the
number of UK pounds required for the kiosk to hand over a US dollar. Looking at the 0.61 to
0.65, knowing that the quotes are the amounts in UK pounds per dollar,a US dollar will buy
£0.61,and £0.65 is required to buy a single US dollar. If it were the other way round, clients
of the kiosk could use a dollar to buy £0.65 and it would only require £0.61 to buy back the
US dollar, leaving the client with a guaranteed profit of £0.04. That would be fantastic for
the client, but the foreign currency kiosk is trying to make money, not lose it! The £0.04 is
effectively the margin the kiosk makes.



YnpaxHeHue 3. Onepauna [13euaa. Yactb 3

Otabix [3Bmaa B Benukob6putaHnm 3aKoHUYUNCA, n y Hero octanocb 100 ¢yHT. cTepnnHros
HanMuHbIMW. MNpPeanoNoXXnm, YTo KypC B 0OMEeHHOM MyHKTe ocTancA npexXHum. CKONbKo
ponnapos CLA moxeTt npnobpectn Assuna?

O6MeHHble KypCbl

Honnap CLUA K pyHTY 0,61 -
CTEPNINHIOB 0,65

G‘onasa'rb OTBE'D

BepHemca Hazag u paccMOTpuUM CBA3b MeXAy ABYMA OOMEHHbIMU Kypcamu B OOMEHHOM
NyHKTe.

O6MeHHble Kypcbl

DYHT CTEPNNHIOB K 1,54 -
nonnapy CLLUA 1,64
Nonnap CLWA K pyHTY 0,61 -
CTEePNINHIOB 0,65

Mexay 3TMMK KypcaMmu eCcTb MaTemMaTuyeckasa 3aBUCUMOCTb. JleBasd yacTb NepBOro Kypca
npencrasnaeT Konmyectso gonnapos CLA, BbinnauymBaembix 3a oguH GYHT CTEPSINHIOB.
Ecnn ee «<nepeBepHyTb», padgenns 1 Ha 3TO umMcno, nonyuuTca ciegywouwee: 1/1,54 = 0,65,
3TO TO Xe€e YNCS10, YTO 1 B MPaBOMn YacT! BTOPOIo Kypca.

To »Ke camoe NPOonNCXoaunT, eC/n «NepeBepPHYTb» NPaBYHO YacTb NEPBOTro Kypca, pa3genms 1
Ha ctoAwee Tam ymcno (1/1,64 =0,61). OTo faeT TO XKe YNC/10, YTO U B N€BOM YaCTu BTOPOTo
Kypca. Bce aTo BnonHe nornyHo. Konnuecrso gonnapos CLUA, KoTopoe MOXKHO NpnobpecTu
Ha oaAnH PYyHT ctepnuHros (1,54 pgonn. CWWIA), AONXKHO OCHOBbIBATbCA Ha TOM e CaMOM
KypCe, UTO N KONTMYecTBO GYHTOB CTEPNINHIOB, HEOOXOANUMBIX ANA MOKYNKN OAHOTO Aosfapa
CWA (1/1,54 = 0,65 ¢yHT. cTepnuHros). AHanorn4yHo, Konuyecrtso gonnapos CLA, Ha
KOTOpble MOXHO npuobpectn opguH ¢yHT crtepnuHros (1,64 ponn. CLA), ponxHo



OCHOBbIBATbCA Ha TOM €& CaMOM KypcCe, UYTO U KONM4yectBo ¢GYHTOB CTEPJSINHIOB,
nonyyaembix B 06MeH Ha oauH gonnap CLIA (1/1,64 = 0,61 QyHT. CTepNNHIoB).

YnpaxxHeHue 4. lNepeBepTbiBaHNe 0O6MEHHOIro Kypca

BantoTHbIn gunep ycTaHaBNMBaeT cnefyowmnin Kypc ¢yHTa CTEPJIMHIOB K €BPO:

O6MeHHbIe KypCbl

OYHT CTEePNINHIOB K 1,245 -
eBpo 1,255

MonpobyiTe paccumMTaTb TOT K& KYpPC, HO BbIPa)keHHbIl B BUAE Kypca €BpO K QYHTY
CTEPNNHIOB.

G‘onasa'rb OTBQ'D

Bonee 3HaunMTenbHaA 4yacTb BaNOTHbIX ONepauuin NPUXOAUTCA Ha [ONI0 KOMMNAHUN, a He
bn3nyecknx nuuy,.

O6bem BanTHbIX oOnepauun notpAcaetr BoobpaxeHue. CornacHo HepaBHeEMY
NccneaoBaHMO, CYTOUHbIN CpeaHnn 060pPOT 3TOro pblHKA cocTaBnAeT 5,1 TPUANMOHA AON.
CWA! (McmouHuk: baHk mex0yHapoOHbix pacdemos (bMP), uccnedosaHue 2016 2. (npogodumca pas 8
mpu 200a).) OCHOBHbIMW BantoTaMun, C KOTOPbIM/A COBEPLUAOTCA CAENKN, ABNATCA AONNap
CWA (nopagka 44% ot obuwero obvema), eBpo (15%), AnoHckaa meHa (11%) n GyHT
cTepnuHros (6%)*. Hanbonee nonynApHon napown BantoT asnAetca gonnap CLUA n eBpo, Ha
A0/10 KOTOPOW NpuxoanTca nopanka 24% ot obuiero o6bema caenok.



Exercise 3 - David’s Transaction Part 3

David’s holiday break in the UK is now over and he still has £100 in cash. Assuming that
the quote at the kiosk is still the same, how many US dollars can David expect?

Quoted
Rates

fs 0.61 -
perS 0.65

@eveal answea

Let’'s go back and investigate the relationship between the two sets of quotes that David
encountered at the foreign exchange dealer’s kiosk:

Quoted
Rates

SS 1.54 —
perf 1.64
fs 0.61 -
perS 0.65

There is a mathematical relationship between these quotes. The left-hand side of the first
quote represents the number of US dollars per UK pound. If this is ‘flipped’ by dividing it
into 1, it reveals the following: 1/1.54 = 0.65, the same number as appears on the right-hand
side of the second quote.

The same is true when the right-hand side of the first quote is ‘flipped’ by dividing it into 1
(1/1.64 = 0.61). This gives the same number as on the left-hand side of the second quote.
This is all logical. The number of US dollars a UK pound will buy ($1.54) should be based on
the same rate as the number of UK pounds that are required to buy a dollar (1/1.54 = £0.65).
Similarly, the number of US dollars that will buy a UK pound ($1.64) should be based on the
same rate as the number of UK pounds that are received in exchange for a dollar (1/1.64 =
£0.61).



Exercise 4 - Flipping an Exchange Rate Quote

A foreign exchange dealer is quoting the following rate for the number of euros per UK
pound:

Quoted
Rates

€  1.245 -
perf 1.255

Try to work out what the same quote would be, but expressed as the number of UK
pounds per euro.

@eveal answea

The more significant portion of the foreign exchange market is the result of transactions by
companies, rather than individuals.

The foreign exchange market is huge, with the most recent survey of activity showing an
average turnover of $5.1 trillion each day! (Source: Bank for International Settlements (BIS) triennial
survey 2016.) Within this total, the major currencies that are involved in transactions are the
US dollar (around 44%), the euro (15%), the Japanese yen (11%) and the UK pound (6%)*.
The most popularly traded pair of currencies is the US dollar and the euro with around 24%
of the total.



B cnegywouwem npumepe MNoKasaHo, Kak U Moyemy KOMMaHUW WCMNOMb3YT BasloTHble
onepauuu.

Mpumep

Pogo Gogo fABnAetcA amepuKaHCKOW KOMMaHUW, MPOU3BOAAWEN U peannsyolen
NPY>KNHHble Xoaynun. [ocKonbKy NONYNAPHOCTb 3TOW UTPYLLKK Yy AeTe NOCTOAHHO pacTeT,
Pogo Gogo nonyumna KpyrnHbiM 3aKa3 Ha CBOIO MPOAYKUUIO OT KPYNMHOIro eBpOnenckoro
PO3HMYHOIO TOProBLUa. 3TO NepBblA 3aKa3, KOTOPbIA KOMMAaHUA Nosyvyuna n3-3a rpaHuubl,
a eBpONEenNCKNin KNneHT TpebyeT, utTobbl LieHa Oblnla ycTaHOBIEHa B €BPO, a He B AoJ1napax
CLUA.

Takmum o6pasom, Pogo Gogo nonyumTt onnaty B €Bpo, 1 e Heobxoanmo byaeT coBepwmnTb
Bas/IIOTHYO onepauyuto, obmeHas eBpo Ha gonnapbl CLIA.

YnpaxHeHue 5. Pogo Gogo. Yactb 1

Echn Pogo Gogo npopgaeT cBOl NpPOAYyKLUIO €BPONencKoMy PO3HUYHOMY TOProsuLy Ha
OAVH MUNNNOH eBPO, a 6aHK yCcTaHaBnuBaeT Kypc eBpo K gonnapy CLLIA Ha ypoBHe 1,1394
- 1,1399, ckonbko gonnapos CUA nonyunt Pogo Gogo?

G‘onasa'rb OTBQ‘D

BanioTHaa onepauusa, KOTOpyl BblHY»KAeHa coBepwntb Pogo Gogo, 6ypeT BKAwuvaTb
npodaxy nofsyyeHHblx eBpo 3a gonnapbl CLA. EcTb onacHOCTb, UTO Npu 3aKA4YeHUn
caenkn Pogo Gogo He nonyuuTt TOM cymmbl B pgonnapax CLUA, Ha KoOTopykt OHa
paccumTbiBana, U3-3a U3MeHeHUa Kypca obmeHa eBpo Ha gonnapbl CWA. OgHako moxeT
BO3HWKHYTb U MPOTUBOMOMOXHAA CUTyaLnA, Tak YTO KOMMNaHWA NONy4YnT 6onblue JONnapos
CLUA, yem oHa paccuMTbiBana NP 3aKMIOYEHUUN CAENKMW, MOCKOJIbKY M3MeHEeHe 0OMEHHOTo
KypcCa oKa3anocb 6naronpuATHbIM 4NA Hee.



YnpaxxHeHue 6. Pogo Gogo. YacTtb 2

ObmeHHbIn Kypc eBpo K gonnapy CLIA Ha momeHT 3aknwouyenua caenkm Pogo Gogo
coctagnan 1,1382 - 1,1387. lpn npopgaxe KOMMaHuen MUIJIMOHA e€BPO KypC eBpO K
ponnapy CLUA, yctaHoBneHHbIN 6aHkoMm, coctaBnan 1,1394 — 1,1399 bbino nn nsmeHeHune
Kypca 6naronpuATHbIM unm HebnaronpumAaTHbiM gna Pogo Gogo, u Kakyl Ccymmy B
ponnapax CLUA obecneumnno 31o nsmeHeHue?

G‘onasa'rb OTBea

[Mopno6Hble BantoTHbIE OMepaLnm OYEeHb PAacNPOCTPAHEHbI N3-3a MEXAYHAPOAHOW TOProBu,
Bedywenca no scemy mmpy. Kak npaBmno, B nogo0bHbIX onepaymnax yyactBytoT 6aHkKu — B
npymMmepe Bbilwe MMeHHO 6aHK Pogo GOgo nonyuyuTt eBpO M KOHBEPTUPYET UX B AONapbl
CLIA no o6MeHHOMY KypCy, AENCTBYOLWEMY Ha AaTy NOCTYMNIEHNA CPeaCTB.



The following example highlights how and why companies use the foreign exchange
market.

Example

Pogo Gogo incisa US company that manufactures and sells pogo sticks. With pogo sticks
becoming increasingly popular with children, Pogo Gogo has just received a large order
for pogo sticks from a large European retailer. It is the first order the company has ever
received from outside the US, and the European retailer is demanding that the price is
agreed in euros and not US dollars.

When the money is received by Pogo Gogo it will be in euros, requiring Pogo Gogo to
enter into a foreign currency transaction, selling the euros in exchange for US dollars.

Exercise 5 - Pogo Gogo Part 1

If Pogo Gogo sells €1 million worth of pogo sticks to the European retailer and the bank’s
quote for €/US dollaris 1.1394 - 1.1399, how many US dollars will Pogo Gogo receive?

@eveal answea

The foreign currency transaction that Pogo Gogo requires will be a currency trade that
involves selling the euros it receives for US dollars. There is a danger that Pogo Gogo will
not receive as many US dollars as it hoped for when the sale was agreed, because the
exchange rate between the euro and the US dollar changes. However, the opposite could
occur and Pogo Gogo may end up being in the position of receiving more US dollars than it
had hoped for because the exchange rate has moved in its favour.



Exercise 6 - Pogo Gogo Part 2

The exchange rate at the time that Pogo Gogo made the sale was €/US dollar 1.1382 -
1.1387. When Pogo Gogo sold the €1 million worth, the bank’s quote for €/US dollar was
1.1394 - 1.1399. Has the exchange rate movement worked in Pogo Gogo’s favour or
againstitand whatis the impactin US dollars?

@eveal answea

These foreign currency trades are very common as a result of all the international business
that takes place around the world. They are generally done with the banks - so in the above
examples it would be Pogo Gogo’s bank that will receive the euros and convert them into
US dollars at the appropriate exchange rate at the date of receipt.



3. CrpaxoBaHue

Llenb o6yueHuns

8.3.1 3HaTb TUNbl 4OCTYNHOIO CTPAXOBAHUA: UHANBUAYANbHOE, KOPNOPaTUBHOE,
KOHLUenuusa cmHamkaTta

KoHuenuua cTpaxoBaHUA MpPOCTa W MOHATA: MOAYYUTb KOMMEHcauuto B cCyvyae
BO3HWKHOBEHMA HebBnaronpuATHOM cutyayun. Hanpumep, B 601bUINHCTBE CTpaH BOAUTENN
MOTYT YyNPaBAATb TPAHCNOPTHLIM CPEACTBOM TOMIbKO NPU HaMUYMKN CTPAXOBKK. TaK YTo ecnu
BOAUTENb CTaHET BMHOBHMKOM aBapuu, CTPAaxoOBOW MONMUC MO3BOJIUT MOKPbITb YObITKM,
Hanpymep CTOMMOCTb PEMOHTA APYroro aBToMoo6mns.

CTpaxoBaA KOMMNaHWA NpefocTaBnAeT CTPaxoBOW NOMNC B OOMEH Ha nnaTeX, Ha3blBaeMbli
CTpPaxoBOW NpemMnen.

Mpumep

M>Kk Pagknndd Tonbko 4yto npuobpen HoBbIN aBTOMOOMAb. OH 3HaeT, UTO [AOJIKEH
npnobpectn CTPaxoBKY, M WLWET CTpaxoBble KomnaHuu B WMHTepHeTe. OH HaxoauT
npepnoxeHne ot Draxa Inc, npegnaraowen cBOU ycnyru 3a o4eHb BbIrOAHYO NpemMnio B
pasmepe 80 ponn. CLLUA B mecAy. Mak noKynaeT nMOAMC U HAauMHAET e34UTb Ha CBOEM
HOBOM aBTOMOOUE.

M>K Ha3blBaeTCA «3aCTpaxoOBaHHbIM», MOCKOMbKY 3aKNiO4Yna 4OroBop ctpaxoBaHma ¢ Draxa
Inc, BbICTynawwen «CTPaxoOBLMKOM» WUAN «CTpaxoBon KomnaHuen». 80 pgonn. CLUA,
KoTopble M3K exxemecA4YHO BbinaumeaeT Draxa, ABNAIOTCA CTPaxoBOW NpeMUeEn.

BoiwenpuBegeHHbln nNpumep KacaeTca WHAUBUAYANbHOTO CTPaxOBaHUA, MNOCKONbKY
CTpaxoBKa npepocTtasnaerca ¢mnsmyeckomy nmuy And ANYHOro nonb3osBaHuA. CywecrtsyeT
MHOMXECTBO BO3MOMHbIX BapWaHTOB WHAWBUAYANIbHOIO CTPaxOBaHWA, Hanpumep
CTpaxoBaHMe OT KBAaPTUPHON KpaXkun (CTpaxoBaHMe fOMALUHEro MMyLLeCTBa) N CTPaxoBaHme
340pOBbA (MegNUNHCKOE CTPpaxoBaHue).



OOHako BOCMOJ/Ib30BaTbCA CTPAXOBKOW ANA  MONYYEHMA KOMMEHcauuMum B Ciy4yae
HebGnaronpuUATHOM CUTYyaLn MOTYT He TONbKO ¢unsmyeckne nuua. NpeacraBum HebonbLyO
KOMMaHWI0, YNPaBAAKLWY YHABEPMAroM — OFOHb UM BOAA MOTYT YHUUTOXUTb BCE WM
NoYTW BCe TOBapbl, XpaHALMeca Ha cknage. CTpaxoBaHMe, NOKPbIBaKLWee pUCKN KOMMaHWN,
a He GM3NYeCKUX N1L, Ha3blBaeTCA KOPNOPATUBHbBIM CTPAaXOBaHNEM.

Mbl BUAenn B rnaBe 2, Kak CTpaxoBble KOMMAHUM MOTYT CHUXATb MPUHUMaeMble Ha cebs
KpynHble pPUCKM C MOMOLWbIO CcTpaxoBaHuA. [lo cyTn, nepecTpaxoBaHMe — 3TO
nprnobpeTeHne CTPAXOBLNKOM CTPAaxXxOBKM Ha cnyyai TpeboBaHNA BbiNnaTbl MO BblAAHHOMY
MM nonucy. Jpyrum BapraHToM paboTbl C KPYMHbIMU pUCKaMy ABNAETCA pa3feneHne pucka
HECKOJIbKUMW CTPaxoBLMKaM/ B paMKax CMHAMKaTa.



Learning Objective

8.3.1 Know the types of insurance available: personal; corporate; the concept of
syndication

The concept of insurance is straightforward - it is to put in place a safety net just in case
something unfortunate happens. For example, most countries require individuals that are
driving cars to be insured. So if the driver is involved in a crash and is at fault, the insurance

policy will be used to cover the cost of the crash, such as repairing the damage to the other
car.

The insurance policy is provided by an insurance company in exchange for a payment,
referred to as the insurance premium.

Example

Mack Radcliffe has just purchased a new car. He knows he needs to be insured and
searches the internet for possible insurers. He finds that Draxa Inc is offering insurance for

a very competitive premium of just $80 each month. Mack takes up the policy and begins
to enjoy driving his new car.

Mack is referred to as ‘the insured’, and he has entered into an insurance policy with Draxa

Inc as ‘the insurer’ or the ‘insurance company’. The $80 monthly payment from Mack to
Draxa is the insurance premium payable.

The above example relates to personal insurance because the insurance is being provided
for an individual for their personal situation. There are many possible forms of personal
insurance, such as insurance against the risk of theft from an individual’'s home (contents
insurance) and insurance against the risk of sickness (medical insurance).

However, it is not only individuals that might find it helpful to use insurance as a safety net
against unfortunate events. Imagine a small company that runs a general store — a fire or a



flood could destroy most or all of the goods it holds for sale. Insurance taken out to cover
the risks faced by companies rather than individuals is known as corporate insurance.

We saw in Chapter 2 how insurance companies might reduce the risk they face by insuring
large risks using reinsurance. Essentially reinsurance is an insurer taking out insurance
against the possibility of a claim against the policy they have insured. Another possibility for
the larger risks is that insurers each take a share of the risk using syndication.



Mpumep

Total Shipping (TS) sABnAeTCcA TPAHCNOPTHOW KOMMAHWEN, BNAAEKOWEN COTHEMN
KOHTEeNHe—pOBO30B, NepeBO3ALMX FPY3bl MO BCeMy MUpPY. Kaxgoe cyaHO CTOUT nopAagka
100 munnuoHos gonn. CLLUA TS xoueT nprnobpectn CTpaxoBKy OT yuwiepba, NPUUYNHEHHOTO
nobomy M3 3TMX CyaoOB B pe3ysibTaTe Mnoxkapa, HebGnaronpuATHbIX NOrOAHbIX YCNOBUMN,
MeXaHN4YyeCKOM HeUCnpaB—HOCTU UM HAaCUTIbCTBEHHOTO 3axBaTa.

N3-3a pa3mepa BO3MOXKHOM KOMMNEHCALNM MOXKHO NoAymaTb, YTO 3acTpaxoBaTb TS moxeTt
TONbKO OYEeHb KPYMHbIN CTpaxoBWMK. OgHAKO Ha CaMOM fJene CTpaxoBKa MOXeT ObiTb
npefocrtaBfeHa rpynnon CTPaxoBLWMKOB, a He OAHOW CTPaxoBOW KomMnaHuewn. Takas
rpynna cTpaxoBLMKOB 0Opa3yeT CUHAMKAT, KaXkAbll YYaCTHUK KOTOPOTO rOTOB MNONYUYUnUTb
NNLWb YaCTb CTPAXOBOW NPEMUUN, HO NpK 3TOM bepeT Ha cebA NMLWb YacTb 06A3aTENbCTB MO
BbiNnaTe KomneHcauuwu. Hanpumep, ecnnm B CUHOMKATE Yy4yacTBYeT MATb KOMMAHUW,
KOTOpble COrnacHbl NOAENUTb NPEMUI0O U PUCKN MOPOBHY, TO KaKAbl U3 CTPaxXOBLUKOB
nonyyaet no 20% npemunn n HeceT 20% PUCKOB BbIMAaTbl KOMMEHcaUNN.

Total Shipping
l 100% pucka

CVIH,EI'VI KaT CTpaXoBUWWKOB

N\

CtpaxoBad KomnaHua 1
20% pucka

CrpaxoBas KomnaHua 5
20% pucka

v

CrtpaxoBas KoMnaHua 3

CTpaxoBana komnaHua 4

20% pucka

20% pucka
CTpaxoBasa KomnaHuAa 2

20% pucka

N3 BblwWenpuBegeHHOro nNpumMepa BUAHO, UYTO CUHAMKAT — 3TO oOObeAuHeHue
CTPaxoBLNKOB, MO3BONAIOLEE UM MPUHUMATb Ha cebA CyLeCTBeHHbIe PUCKN, KaK B Clyyae ¢
TS. B pe3synbTraTe co34aHMA CMHAMKATA CTPaxoBble KOMMaHUM AeNAT PUCKN MeXay cOb0o1, TaK
YTO WUrPOKM B 3TON OTpacn CNOCOOHbI CTpaxoBaTb CamMble KpynHble K Haubonee
[OpOrocToAle puckn, BKNYvasa yuepb B pesynbrate pa3nnea HedpTr Ha OypOBbIX BbILLKAX,
aBmakaTactpodbl 1 T. 1.



Example

Total Shipping (TS) is a shipping company that has 100 container ships that move goods
around the world. Each ship is worth around $100 million. TS is looking for insurance
against the risk that any of these ships suffer damage through fire, adverse weather,
mechanical fault or hijacking.

Due to the size of the potential claim if something were to go wrong, it is tempting to
think that the insurer for TS would need to be absolutely huge. However, the reality is that
insurance will be provided by a group of insurers rather than just a single insurance
company. This group of insurers forms a syndicate and each participant agrees to receive a
set proportion of the insurance premium and bear an agreed proportion of any claim. If
there were five participants that agreed to share the premium and the risk equally, they
would each get 20% of the premium and bear 20% of any claim.

Total Shipping
l 100% of the risk

Syndicate of Insurers

Insurance Co 5
20% of the risk

Insurance Co 1
20% of the risk

!

Insurance Co 3
20% of the risk

Insurance Co 4
20% of the risk

Insurance Co 2
20% of the risk

As the above example makes clear, syndication is the grouping of insurers to enable them
to underwrite substantial risks such as those of TS. The effect of syndication is to spread the
risk around the insurance companies, which enables the insurance industry to take on
insurance for even the largest, most expensive risks including damages caused by leaks
from oil rigs or airline crashes and the like.



YnpakHeHve 7. Tunbl CTpaxoBaHUA

Here are four insurance policies that have been taken out. Please identify whether the
insurance is corporate or personal.

Moapo6HOCTM cTpaxoBaHMA UuanBnayanbHoe

mnm
KopnopaTtnBHoe?

TpaHcnopTHaAa KomnaHuA Big Boats Inc npuobpena cTpaxoBoi nonuc ot
MeXaHMNYeCKOro NoBpeXxaeHunsa CBOUX Cya0B.

Mmaea KomnaHum [xenmc MeTc BonHyeTCca 0 CBOEM 3[0pOBbe U NnpuobpeTtaeTt
NoNNC MeAULMHC-KOrOo CTPaxoBaHMA, MOKpbIBAOWMIA NnedvyeHne nwboro
3aboneBaHNA B YaCTHOW KIUHUKE.

AJ'II/ICTep MaKK)/I/ITTI/I ABNAETCA ANPEKTOPOM KOMMNAHMN N TONMbKO 4YTO 6bin
nepesegeH CBOMM HaHMMaTENEM Ha bnvxHuin Boctok. OH nokynaet HOBbIW
aBTOMOOUb U np|/|06peTaeT MeCTHYIO aBTOMOOMN bHYIO CTPAXOBKY.

Exporta Inc ABnaetcA MmeXAyHapoOAHOW KOMMaHWewn, >3KCcnopTupyloLwen
npoaykuuio, rnaBHbiM obpasom B adpukaHckmne cTpaHbl. OHa npuobpeTaet
CTPaxoBOM MNOAWC, MO KOTOPOMY BbINjayMBaeTCA KOMMEHcaunsa, ecnu
WHOCTPaHHbIe KIIMEeHTbl He OMNJ1ayMBaloT NOCTaBME€HHbIE UM TOBapbI.

G‘onasa'rb OTBea

CrtpaxoBaHue

dusnueckoe nnuo —

nepcoHanbHoe cTpaxoBaHue
Kto-To

npuobpeTaet

CTpaxoBoW Nonnc
A 3alKnTbl OT - =
onpepaeneHHbIx

prckoB
MpenocTaBnsAeTCcA CTPaxXoBLUNKO,

CTpaxoBOW KOMMaHWeNn

KomnaHug —
KoprnopaTUBHOeE CTpaxoBaHue

I'Ip|/| CywectBeHHOM pa3mMepe KoMreHcaunn
CTpaxXxoBaHNE MOXeT ocyLecTBNATb He OAUH
CTpaXoBWMUK, a CUHOAMNKAT CTPaXOBLWMNKOB



Exercise 7 - Types of Insurance

Here are four insurance policies that have been taken out. Please identify whether the
insurance is corporate or personal.

Details of the insurance Personal

or
corporate?

Shipping company Big Boats Inc takes out a policy that will cover it against the risk of
mechanical failure on its ships.

Corporate executive James Yeats is concerned about his health and enters into a medical
insurance policy that will enable any illness to be dealt with quickly in a private medical
facility.

Alistair McQuitty is a company director and has just been relocated by his employer to
the Middle East. He buys a new car and takes out a local motor insurance policy.

Exporta Inc is an international business that exports mainly to countries in Africa. It takes
out an insurance policy that will pay out if any of its overseas clients fail to pay for goods
that have been shipped to them.

@eveal answea

Insurance

An individual -

/ personal insurance
Someone takes

out an insurance
i i A company -

policy to providea | p y

safety net against corporate insurance

certain risks
\ Provided by the insurer -

the insurance company

Where the policy is substantial, the
‘someone’ may be a syndicate of
insurers, rather than a single insurer



4. DuHaHCOBOE NIaHNpPOBaHMNe

( 4.1 BBegeHne )‘

DnHaHCcOBOE nNaHMpoOBaHMe ABNAeTCA NPOodeCcCMOHaNbHOW YCNyron, npefocTaBiAeMon
dM3nyecknm n pUANYECKNM nnuam, KOTopble XOTAT MNPaBWIbHO OpPraHM3oBaTb CBOU

drHaHcoBbIe gena, Ytobbl 4OCTNUYb GUHAHCOBDBIX U >KN3HEHHbIN Lenen.

OueBnAHO, YTO GMHAHCOBOE NJIAHMPOBaAHNE KacaeTcAa GUHAHCOBbLIX BOMPOCOB, Tak YTO OHO
nMeeT AeNno C AeHbraMm n akTMBaMu, UMeLWUMU [eHeXHoe BblipaxeHne. OHO Oyper
HEVU3MEHHO BKJIIOYATb OLEHKY TEKYLIMX OCTAaTKOB Ha OAHKOBCKUX CcuyeTax, NtoObix 3alNMOB,
MHBECTUL MM N MPOYNX aKTUBOB. TakXe peyb naeT o NNaHNpoOBaHMK, T. €. 06 onpegeneHun,
KONMMUYECTBEHHON N KAaYeCTBEHHOW OLEHKe uenen u pa3paboTKe BO3MOXKHbIX CMNoco60B
LOCTUXEHMA 3TUX uenen. na 3Toro Heobxoamma nopgpobHaa nHPopmauma o TeKylem
bVMHaHCOBOM NONOXKEHNN KNNEHTA.

maBHOe, 4yTO OMHAHCOBOE MNlaHNPOBAHME MpPMU3BAaHO obecneuynTb [OCTUXKEHUE
GMHAHCOBBIX M KU3HEHHbIX Lenen KNneHTa, a He KOHCynbTaHTa. Jllobas KoHcCynbTauus
AOJI)KHA KacaTbCA OroBOpeHHbIX uenen. ODMHAHCOBOE MNaHMPOBaHME SBNAETCA Ba)KHOM
YacTblo MOMOLLKM, OKaszbiBaeMol ¢pU3NUYECKUM NnuamMm No MaKcuManbHO 3¢deKTUBHOMY
MCNONb30BaHNIO UX AeHer. TwaTeNbHOe NIaHNPOBaHMeE MOXXeT MOMOYb II0AAM OnpeaenmnTb
CBOW Uenn n pas3paboTaTb BO3MOXKHble CMOCOObl MX AOCTUXEHMS B Oyaylwem 3a cuyer
NMELWNXCA B HANMNUYUKN pecypcoB. B xoae $MHAHCOBOro naaHMpPOBAHUA MOTYT U3y4YaTbCs
BCE acneKkTbl PpUHAHCOBOTO MOJIOKEHUA YeNoBEKa, OHO MOXeT BK/oYaTb HaNoroeoe
NMaHWPOBAHNE, KaK Ha NePUO *XU3HU, TaK U HA MOMEHT CMePTHU, YyNpaBiieHNe akTMBaMu,
AONTroBbIMM 006A3aTeNbCTBaMK, MJIAHUPOBaHME MNEHCMOHHOro obecrneveHnsa, a TakXe
NepCcoHanbHOe yrnpaBfieHNe pUCKaMK: 3aliMTa Aoxofda M KanuTana B ciydyae 60nesHu u
obecneyeHne NXAMBEHLEB B Cllyyae CMepPTU.

CISI npegnaraet KBannduKaLMoHHYI0 NOArOTOBKY M CBA3aHHble MPOAYKTbI 1I060ro ypoBHA
AnAa nuy, paboTalowmnx unu xenawwmx pabotatb B chepe GMHAHCOBOrO MIaHMPOBAHUA.
JlononHuTenbHble cBeaeHna cMm. Ha canTe CISI.

BaxkHoW cocTaBnAawwen (I)VIHaHCOBOFO n1aHNpPoOBaHNA ABJIAETCA MaHNpoBaHMe
NeHCUOHHOTIO obecnevyeHusn yeynoBekKa, KOTOpOe ocob6o pacCMaTpunBaeTCA B



COOTBETCTBYIOLWEN NPOrpaMmme NOArOTOBKM.

C 4.2 NMnaHnpoBaHNe NeHCMOHHOIo ob6ecneyeHns )‘

Llenb o6yueHns

8.4.1 [loHMMATb Ba>KHOCTb MaHNPOBaHNA NEHCNOHHOTIO obecneyeHus

BbnaropapA Bce HOBbIM ycnexam B 061acTu 3apaBooxXpaHeHNA 60NbLNHCTBO U3 HAaC CMOTYT
NPOXMWTb AOMblUe, YeM Hawwn poauTenn, 6abywkn n gegywku. OgHAKO XOTUM M Mbl U
rotoBbl N paboTaTb A0 camol cMepTU? BONbLIMHCTBO M3 HAac OTBETAT HAa 3TOT BOMPOC
oTpuUaTeNbHO.

Te N3 HAC, KTO XO4YeT HACNAAUTbCA AOJNITON MEeHCUEN, AOKHbI MOHUMATb, YTO AJ1A 3TOro
notpebyloTca onpepeneHHole cCpeacTBa, BeAb MNoO-NpexHemy 6yaeTr Heobxopmmo
onjlayMBaTb CYeTa U YeM-TO NUTaTbcA. Ecnn mMbl Konum cpeacTBa, YTobbl BOCNOIb30BAaThCA
UMW, KOrga BbIAAEM Ha MEHCUo, 3TO Ha3blBAeTCAs MIAaHUPOBAHUEM MEHCMOHHOIO
obecneyeHuns.



4, Financial Planning

( 4.1 Introduction )‘

Financial planning is a professional service available to individuals, their families and
businesses, who need objective assistance in organising their financial affairs to achieve

their financial and lifestyle objectives more easily.

Financial planning is clearly about financial matters, so it deals with money and assets that
have monetary value. Invariably this will involve looking at the current value of clients’ bank
balances, any loans, investments and other assets. It is also about planning, ie, defining,
quantifying and qualifying goals and objectives and then working out how those goals and
objectives can be achieved. In order to do this, it is vital that a client’s current financial status
is known in detail.

Financial planning is ultimately about meeting a client’s financial and lifestyle objectives,
not the adviser’'s objectives. Any advice should be relevant to the goals and objectives
agreed. Financial planning plays a significant role in helping individuals get the most out of
their money. Careful planning can help individuals define their goals and objectives, and
work out how these may be achieved in the future using available resources. Financial
planning can look at all aspects of an individual’s financial situation and may include tax
planning, both during lifetime and on death, asset management, debt management,
retirement planning and personal risk management - protecting income and capital in the
event ofillness and providing for dependants on death.

The CISI offers qualifications and related products at all levels for those working in, or
looking for a career in, in financial planning. Further details can be found on the CISI’s
website.

A vital subset of financial planning is planning for an individual’s retirement — retirement
planning — and it is this that is specifically mentioned in the syllabus for this qualification.

( 4.2 Retirement Planning )‘




Learning Objective

8.4.1 Know the importance of planning for retirement

As healthcare standards improve and medical advances continue, most of us will be lucky
enough to live longer than our parents and grandparents. However, do we want and
expect to continue working until we die? The answer to this for most of usis no.

Those of us expecting to enjoy a lengthy retirement must recognise that this will need to
be funded in some way - the bills will still need to be paid and we will still need to put food
on the table. Putting money away to use in retirement is called retirement planning.



Takue cpeacrtBa 4aCTto Ha3blBalOTCA neHcmen n nmeroT TP NOTEHUMAJIbHbIX MCTOYHWKA, KaK
NMOKa3aHO HNXe.

NUcToUHMKN neHcun

IO

Ob6ecneuynBaeTca cammm ObecneunBaeTca rocyfoapcresom
yeJsloBeKOM — JINYHaA NeHnA — rocygapcrBeHHasd neHcma

\
Ob6ecneunBaetca paboTtogarenem —
¢durHaHcMpyemas paboTogaTenem neHcus



Hanbonee oyeBMAHbIM MUCTOYHUKOM MEHCUOHHDbIX CPeACTB A/ MOKPbITUA PpUHAHCOBBIX
noTpebHOCTEN uYenoBeKa, BblWeAWEro Ha TMeHCU0, ABNAETCA HEeroCcyfapcTBEeHHbIN
NeHCMOHHbIN ¢oHAa. Takme oHAbI, KaK NpaBuUNoO, co3dalTca 6GaHKaMu, CTPaxOBbIMM
KOMMNaHNAMMU, a TaKKe ynpaBnAnLWMMN KoMnaHnAammn GoHaoB. YenoBek oTuMcisAeT B TaKow
doHA YacTb cBOen 3apnnaTbl, a PoHA UHBECTUPYET NOJSyUYeHHble CPeACTBa B pasfinyHble
akuumu, obnuraunm n gpyrue uHaHcoBble akTMBbl. OXKAaaeTca, YyTo B3HOCHI B GpoHA nitoc
NOTeHUWaNbHbIA POCT CTOMMOCTM MHBECTULUWIA MO3BOMAT HAKOMUTb AOCTAaTOUYHYIO CyMMY
ana 6e3begHon ctapoctu. OueBMAHO, 4YTO uyeM Oonblie peHer (M 4Yem paHblue)
nHBecTupyeTca (ans obecneyeHMs MaKkCMMaNbHON BO3MOXKHOCTU UX NPEYMHOXEHUSA), TEM
6onee kompopTHOM OyfeT CTapOCTb.

Mogo6GHble MNEeHCMOHHble nporpaMmbl YacTo npepgnaralTca paboTopgatenamm. ITO
NO3BONAET NPUBJEYb U YAePKaTb BbICOKOKBANNPULIMPOBaHHbIN NepcoHan. B3Hocbl B Takue
nporpammMmbl MOTyT MPOW3BOAUTLCA WUCKMIOUYUTENbHO 3a cyeT paboTopaTtena (NOMHOCTbIO
dMHaHCMpyemasa nporpamMmma) wWAM npepgycmaTpuBaTb YacTUYHOE y4yacTue Camoro
coTpyaHMKa (nporpamma co B3HOCamu).

PAag ctpaH no BCemMy MUPY BbIMauynMBalOT CBOUM rpa)KjaHam, AOCTUTNWMM MEeHCUOHHOrOo
BO3pacTa, MEeHCMOHHOEe nocobue, Ha3biBaeMoe rocygapcrBeHHom neHcmen. OgHaKo, Kak
NpaBuNoO, 3TUX CPEeACTB HeQOCTAaTOYHO A/ MOKPbITMA BCEX PACXOAOB, HEOOXOAMMBIX ANA
obecneveHna KOMPOPTHOWM CTapocTu. f[oCyAapCTBEHHYO MEHCMI0 HEOOXOA4MMO [OMNONHATb
LPYTMMU NCTOYHMKAMU, €CNIN YeSTOBEK PacCUMTbIBAEeT Ha bonee BbICOKNI, HeXXenun 6a3oBbii,
YPOBEHb NEHCMOHHOIO AOXO0Aa.



The money earmarked for retirement is often termed a pension and there are three
potential sources of pension, as shown below.

Pension Sources

N

Provided by the individual Provided by the state -
- personal pension state pension

v

Provided by the individual’'s employer

- employer-sponsored pension
As can be seen, the most obvious source of a pension fund to cover an individual’s financial
needs in retirement is to put money into a personal pension scheme. These schemes are
typically made available by banks, insurance companies and fund managers. They generally
involve the individual putting a proportion of their monthly salary into a pension scheme,
which the pension scheme then invests in various shares, bonds and other financial assets.
The expectation is that the contributions into the scheme, plus the potential growth in the
value of the investments, will provide the individual with enough money to fund a relaxed
retirement. Clearly the more money that is invested and the earlier it is invested (to
maximise the potential for it to grow), the more comfortable retirement is likely to be.

It is also common for the firm that an individual works for to provide a pension scheme. This
may attract good-quality staff as well as encourage them to stay. These employer pension
schemes can be paid for completely by the firm (fully funded scheme) or might require the
employee to contribute a proportion too (contributory scheme).

A number of countries around the world will provide a pension to their citizens in their
retirement years, known as state schemes. However, these schemes are generally
insufficient to fund what most of us would describe as a comfortable retirement. The state
scheme will need to be supplemented if anything more than a very basic level of
retirementincome is expected.



Ynpa)kHeHve 8. Tunbl neHcnin

Hue npusepeHbl cBefeHua o Tpex o¢usnyeckux nuuax. Onpepenute, ABNAETCA NK
MCTOYHMKOM WX TMEHCUN HErocCyfapCTBEHHbIN MEHCUMOHHbIN  GOHA, mnporpamma
paboTopatena unm rocyaapcreo.

CBepgeHnsa o pusnyeckom  ABnNAETCA NN NUCTOYHNKOM NEHCUN
nuuye HerocyaapCcTBeHHbIN NeHCNOHHbIN

$doHAa, nporpamma paboronarens
Vnu rocyfapcreo?

CtuBeH pabotaet B Dareds inc. Dareds umeet
MEHCMOHHYI0 NpPOrpaMmy, B paMKax KOTOpoW
CTyBeH BbiMauMBaeT B3HOCbI, [AOMOJIHAEMble
B3HOCAMM KOMMaHWMN.

KoHpaa ckopo BbigeT Ha neHcuto. OH HuMKorga
He yvyacTBOBaJl B KakKOM-NMb6O MNEHCUOHHOM
doHae, a Takke He paboTan Ha KOMMaHMIO,
npegnaraoLyo NeHCUOHHY NPorpaMmmy.

Bopuc sABnAeTCcA CaMO3aHATbIM JIULOM U YXe
MHOF o net BHOCUT cpepcTBa B
HerocyaapCTBEHHbIN MeHCUOHHbIN GOHA,.

G‘onasa'rb OTBE'B




Mpumep

focnoauHy 3SBepuaxy 48 neT, OH MNOCTOAHHO npoXuBaeT B BenukobputaHuu. OH
paboTaeT, HO ero pabortofartenb He NMMeeT NEHCMOHHOWN NMPOrpamMMbl, a cam DBEPULX He
BKNaAblBaeT AeHbrM B HEroCyfapCTBEHHbIA NMEHCMOHHbIM PoHA. Ero pebeHOK BbipoC u
XMBET OTAEeNbHO. DBEPUAX HauMHaeT 3aJyMbiBaTbCA O CTapPOCTU. B AaHHbIN MOMEHT OH
nonyyaeT 509 GyHT. CTEPANHIOB B Hefento.

JBepuax nuwet B MMIHTepHeTe nHpopmayuio o pasmepe rocyaapCcTtBEHHOrO NeHCMOHHOTO
noco6mAa. OH WOKMPOBaH TeM, YTO MaKCMManbHoe nocobue, Ha KOTOPOE OH MOXeT
paccumTaTtb, COCTaBNAET BCEro NUb YeTBepTb ero 3apaboTka, 119 PyHT. cTepNnHros B
Hepento. OH o6ecnokoeH. XOTA XM3Hb Ha MEHCUN MOXKET OKa3aTbCA AeleBne, MOCKONbKY
He HY>KHO TPaTUTb AEHbIN Ha JOPOry Ha PaboTy M OH yXXe [OJKeH 6bln noracnTb CBOMN
MNOTEUYHbIN KPeauT, DBepUdK CUNTAET, UTO HE CMOKET CBOAUTb KOHLUblI ¢ KOHLamn. OH
HemepneHHo obpawaeTca K PUHAHCOBOMY KOHCYNbTaHTY, YTOObl 0O6CYyANTb CBOE yyacTue B
HerocyfapCcTBeHHOM NeHCMOHHOM doHze.




Exercise 8 — Types of Pension

Here are some details relating to three individuals. Please identify whether the pension
they have is personal, employer-sponsored or state.

Details of the individual Is the pension personal,

employer-sponsored or
state?

Steven is employed by Dareds inc. Dareds have a pension
scheme into which Steven pays some money that is
supplemented by the company.

Conrad is approaching retirement and has never contributed to
any pension, nor worked for an employer providing a pension.

Boris is self-employed and has a pension scheme that he has
been contributing to for many years.

@eveal answea

Example

Mr Average is a 48-year-old UK resident. He is employed, but his employer does not
provide him with any pension and he has not set up a personal pension scheme. His
children have grown up and left the family home and he is beginning to think about his
retirement. His earnings are currently £509 per week.

Mr Average uses the internet to discover how much state pension he can expect when he
retires. He is shocked to find that the maximum he can expect is less than a quarter of his
earnings, at £119 per week. He is worried. Despite the fact that life may be cheaper in
retirement as he will not have to travel to and from work and should have paid off his
mortgage, he does not think he will be able to make ends meet. He immediately setsup a
meeting with a financial adviser to discuss setting up a personal pension scheme.




B BbillenpuBefeHHOM npruMepe NCNosib30BaH peanbHbI CpegHnin ypoBeHb 3apnnatbl (509
bYHT. CTEepNMHroB B Hefento) U peasnbHbli MAaKCMManbHbIL YPOBEHb FroCyAapCTBEHHOro
NeHCMOHHOro nocobusa B Bennkobputannm (119 ¢yHT. cTepnuHros B Hegento) B 2016 ropy.

BepoATHO, rocnogunHy D>Bepupxy Oyaetr cnoxHo obecneuntb cebe CyLeCTBEHHbIN
NEeHCNOHHbIN AOXO[ C MOMOLbIO HErOCYyJapCTBEHHOIO NEHCMOHHOTO GOHAA, MOCKONbKY OH
HauyMHaeT KOMUTb OYEeHb MO3AHO. YeM fonblie OTKNAAbIBATCA AeHbrM Ha MNeHCUto, Tem
6onbwe BO3MOXHOCTEN WX MPEeYMHOXUTb. EMy Obl cnepoBano 03ab60TUTbCA CBOMM
NMEeHCMOHHbIM obecneyeHnemM paHblle, YTOObl KOMNEHCMPOBATb Pa3pPbiB MeXAy CYMMOWM,
KOTopylo emy OyaeT BbiniaynmBaTb rocygapcTtBO, M CYMMOM, KOTOpas MNO3BOJIUT eMmy
JOCTOWNHO XWUTb Ha NE€HCUMN.

Kak y)Xe ynomunHanocb paHee, NPOAO/IKUTENbHOCTb KN3HM BO3pOCia 6narogaps ycnexam
3[JPaBOOXPAHEHMA, KAYECTBEHHOMY MUTaHUIO U CcouManbHOMYy nporpeccy. OgHako Takoe
yBeNIMYeHne MpPOAO/DKUTENBHOCTM  XU3HW  co3dano  npobnemMy € MEHCUOHHbLIM
obecneyeHnem. ITy npobnemy 4acTo Ha3biBaloT NpobNemMon AONroneTua: NOAU KUBYT
ponble, U HeACHO, OTKyaa 6paTb Bce 6Gonbluve CymMmbl, 4YToObl GMHAHCMpPOBATb WX
noTpebHoOCTN.



Mpumep

3a npouwejwee BpeMa NPOAOIKUTENbHOCTb XN3HU B CLUA 3HaumTenbHO Bo3pocna. llo
AaHHbIM BcemmpHoro 6aHka, nwogun, poauBwmeca B 1960 roay, MMeT OXuUpaemyto
NPOAOIKUTENbHOCTb XN3HWN Ha YpoBHe noyuTtn 70 net, ana poamswmxca B 2015 rogy atoT
nokKasaTesib BO3pOC NoyTn o 79 ner.

Oxnpaemas npoaomKNTeNbHOCTb XKnsHu B CLLUA

Nog poxgeHna Oxnpgaemasa npoAoIKUTENbHOCTb XXN3HU (neT)

1960 69,77
1980 73,66
2000 76,64
2010 78,54
2015 78,80

JTO CKa3blBaeTcA Ha neHcuun. Yenoseky, poauswemyca B 1960 rogy m BbiIxoasweMy Ha
neHcuto B 65 net, neHcna 6ypet TpeboBaTbCA BCEro nNATb JleT, OAHAKO YesI0BEKY,
poansluemyca B 2015 roay, oHa 6yfeT TpeboBaTbCA MOUTK YeTblpHaaLaTb NeT.

MocKOoNbKy NIOAN XUBYT foNblue, Heobxoanmo 6onblle cpencTB ana obecneyeHna Toro xe
pa3smepa neHcun. Ecnm neHcmA BbiNlauynBaeTCA HEroCyAapCTBEHHbIM NEHCUOHHBIM GOHAOM,
Heob6xoaumo 6onble OTYMCNATL Ha NeHcuto, paboTaTb Aosible, YTOOblI NMNO3Xe BbINTM Ha
NeHCUI0, UIN peann3oBaTb cpa3y oba 3TUX BapuaHTa: YBENMUYUTb pa3Mep OTUMCIIEHUN ©
BbINTU Ha MeHcUto no3xe. Ecnn 4yenoBek yuyacTBYeT B MEHCMOHHOW nporpamme
paboTopaTens, pabotoaaTesb MOXeT OblTb FOTOB 60/blle OTYNCIIATL Ha MNEHCUI0, OJHAKO
nocneacTenA Nogo6bHOro wara anAa ypoBHA Npubbinn paboTonatena MoryT 03HavaTb TakXke
Heo6Xo4MMOCTb BbINTM Ha MeHCMio Mo3Xe. B cnyvyae ¢ rocygapCTBEHHbIM MEHCUOHHBIM
nocobmem 6onee Aonras *xM3Hb 03HavyaeT He0O6XoANMOCTb OOMbLLUEro KonmyecTBa AeHer, a
3TO NPUBOAUT K HEOBXOAMMOCTU cobnpaTb 6onblue HanoroB C paboTalowWwero HaceneHus,
yTOObI BbINIAYNBaATb NOCOOME NEHCMOHEPAM, KOTOPbIE XUBYT fOJIbLUE.



The above example of Mr Average actually uses the UK’s 2016 average level of earnings of
£509 per week and the UK’'s maximum state pension of £119 per week.

Mr Average will probably struggle to build up a substantial personal pension as he is
starting so late in life. The longer pension money is invested for, the more opportunity it
has to grow. He should have started his retirement planning earlier to fund the shortfall
between the amount of money he will receive from his state pension in his retirement and
the amount ofincome that will enable him to enjoy life.

As mentioned earlier, people are generally living longer due to medical, nutritional and
social advances, and this increase in life expectancy has a serious impact on pension
provision. This problem is typically referred to as the longevity issue — as people live longer,
how will their need for a larger amount to provide them with a pension be financed?

Example

In the US, life expectancy has increased significantly in the recent past. World Bank data
shows that those born in 1960 have a life expectancy of almost 70 years, and those born in
2015 have an increased life expectancy of almost 79 years.

US life expectancy
Year of birth Life expectancy (years)
1960 69.77
1980 73.66
2000 76.64
2010 78.54
2015 7/8.80

This has ramifications for pensions. An individual born in 1960 and retiring at 65 years of
age on average will only need a five-year pension, but this requirement increases to
almost 14 years for individuals born in 2015.




As individuals live longer, the funding required for the same level of pension increases. If
the pension is a personal pension, the solution is to pay more into the pension, work for
more years and retire later or do both: combine greater contributions with a later
retirement date. If itis an employer-sponsored pension the employer may be willing to pay
more into the pension, but the impact this will have on the employer’s profitability may
mean that it needs to be combined with a later retirement date. For the state, a longer life
simply means more money is required, which will mean higher taxes will need to be
collected from the working population to pay for the pensioners who are living longer.



MuvHun-3apgaHune
OXxXnpaemasn NpPoAOIHKUTENIbHOCTb XKV3HU B pAfe CTpaH

Hangnte B NHTepHeTe undpbl 0XXMOaeMon NPOAOIIKUTENBHOCTU XU3HU ANA XUTenewn
WecTu cnegyowmnx CTpaH.

Oxunpaemas
NPOAOCIKNTENIbHOCTDb

XXN3HN (ner)

Kntan

NHauns

AnoHns

Mo3ambuk

Lpn-JlaHka

BenukobputaHusa
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YnpaxHeHue 9. locnoguH Cnentep

focnognHy Cnentepy 40 neT, OH NOCTOAHHO NPOXMBaeT B BennkobputaHum, ABnaeTca
CaMO3a-HATbIM NMUOM M 3apabaTbiBaeT Ha XMW3Hb NucaTtenbckum Tpyaom. OH yxe
HECKOJIbKO N1eT BblMlauyMBaeT exeMecAYHble B3HOCbl B HEerocy4apCT-BeHHbIN MEeHCUOHHbIN
doHa. OH nnaHMpyeT BbINTY Ha NMEHCUIO B LWIECTbAECAT NeT n nepebpatbCa B KOTTEAXK Ha
nobepexbe. HegaBHO OH yCbiWan XOPOLWYK HOBOCTb, YTO OXuAaeMas MPOLOJIIKU-
TENbHOCTb XWU3HW B BenukobputaHuu ysenuumnacb. OH pasmbiwaAeT, Kak 3TO MOXeT
CKa3aTbCsA Ha ero neHcuun. Yto 6bl Bbl eMy nocoBeToBanu?
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Ecnn cymmmnpoBaTb, BaXXHOCTb MIAHMPOBAHNA MEHCMOHHOTO obecneyeHnA 3aknyaeTca B
Heo6XoAN-MOCTN OTUYMCNIEHNA OEHEr B paMKaxXx KakoM-nnbo NMeHCMOHHOW MpOorpamMmbl Ansa
obecneueHna pocTtoniHOM cTapocTu. Kak npaBuno, mmeeTr CMbIC 3apaHee HauyuHaTb
OTKMaAblBaTb A€HbIM Ha CTAPOCTb, YTOObI 06eCcnNeUYnTb POCT CBOUX NHBECTULUA.

OfHaKo B pPeanbHOCTM MHOMMEe fAM HaUYMHAT KOMUTb Ha CTApOCTb TONbKO yepes
HEeCKONbKO JleT C MOMEHTa Havana CBOeN TPyAOBOW Kapbepbl, Korga ux Joxopbl
YBENMYNBAIOTCA HACTONIbKO, YTOObI MOXHO OblN0 AenaTtb NoJo6HbIe HAaKONIEeHUA.

YnpaxHeHue 10

Kakoli 13 cneayolmnx BapuaHTOB 6onblue BCEro noAonaeT YeNoBeEKY, MMeloleMy
CKPOMHYI0 CyMMY AleHET ANA MHBECTUPOBAHUSA B aKL UM U HE CKITOHHOMY K PUCKY?

a. KocBeHHOe nHBecTnpoBaHue
b. MNpamoe nHeectupoBaHue

c. lloKkynka cambix gelweBblX akLnK
d. loKynka cambiX OPOTrMX akLnn

G‘onasa'rb OTBea




Mini-Assignment
Life expectancy in selected countries

Please use the internet to discover the current life expectancy in the following six

countries.
Country Life expectancy (years)

China

India

Japan

Mozambique

Sri Lanka

UK

@eveal answea

Exercise 9 — Mr Slater

Mr Slater is a 40-year-old UK resident and a self-employed writer. He has contributed to a
personal pension for a number of years and continues to make monthly payments into
his pension scheme. He is planning to retire at 60 and move to a cottage on the coast. He
has recently read the good news that life expectancy has increased in the UK. On
reflection, he starts to think about the impact this may have on his pension. What steps
would you advise?

@eveal answea

In summary, the importance of retirement planning is that, if an individual wants to enjoy a
comfortable retirement, it is vital to put money into some form of pension scheme.



Generally, it is sensible to start contributing to a pension earlier rather than later, to take
advantage of the potential growth in the value of the investments made.

However, the reality for many people is that it is only after some years in work that earnings
have increased sufficiently to enable them to save for a pension.

Exercise 10

For an individual with modest sums of money to invest in shares and a cautious attitude
to risk, which of the following is likely to be most appropriate?

Indirect investment

Directinvestment

Buying the shares with the lowest prices
Buying the shares with the highest prices

QN oo
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Fmoccapuinn TepmMmnHOB




Glossary of Terms




DAX

Hemeuknii GOHAOBBIN MHAEKC, BKIIOYAOLWNIA KpyNHenwmne komnaHum (30 akumin).

FTSE 100 («®yTcn»)

OcHoBHoW GpOoHAOBbIN NHAEKC BennkobputaHm, OCHOBBIBAETCA Ha KypCax akLMIA CTa KOMMAHWIN ¢ Hanbonbluel Kanutanmsaumei.

NASDAQ

ABTOMATU3NPOBAHHAsA CUCTEMA KOTMPOBOK HaumoHanbHOWM accoumaumn OunepoB MO  UeHHbiM Oymaram. PoiHok B CLUA,
Cneurann3npyoLMACA Ha akUMAX TEXHONOTMYECKIX KOMMaHWN.

Nikkei 225

OCHOBHOW AMNOHCKMIN GOHAOBbIN UHAEKC, COCTOALLMIA M3 aKLUMIA 225 KpyMNHENLUMX KOMMAHWIA, obpaluaomxca Ha AnoHckom GoHI0BOM
orpxe.

AKTUB
Jioboi npeameT, UMeoLWMIA MaTepuasbHYo LEHHOCTb U NPUHAZEXALLMIA GU3MYeCKOMY U I0PUANYECKOMY LY.

AKUMOHepbI
BJ‘Ia,EI,eJ'IbLI,bI aKLWIVI koMnaHuu. GakTNYECKN OHW ABNSIOTCS BJlagenbLliaMn KOMMaHUN.

AHanuTN4yeckoe KpeautTHoe pentuHrosoe areHTcTeo (AKPA)
Poccninckoe KpeanTHoe peNTUHIOBOE areHTCTBO.

baHk AHrnN
LleHTpanbHbin 6aHK BennkobputaHun. OcywlecTBnAeT SKOHOMUYECKYHO NOMAUTUKY, pPa3paboTaHHYI0 MWHUCTEPCTBOM (GUMHAHCOB, Y
onpenendaeT NPoLUeHTHbIE CTaBKN.

BaHk Poccunm
LleHTpanbHbin BaHk Poccnn.

Bupxa
PbiHOUHasA nnowaaKka gnAa ToOproBbIxX I/IHBeCI'I/ILl,I/IVI.

BupxeBoin Toprosew,
Ousnyeckoe nnu ropnanyeckoe nmuo, np|/|06peTarou4ee mnnn npodawouiee LEHHYIO 6ymary 33 CBOW CYET 1 HA CBOW puck.

BanioTa
Jo6aa popma AeHEXHbIX CPEACTB, LMPKYMPYIOLLMX B SKOHOMUKE B KauecTBe OOLLENPUHATOrO CPeACTBa OnslaThl TOBAPOB 1 YUIYT.

BanioTHbIN pbIHOK
PbiHOK OnA ToOproe/in UHOCTPAHHbIMI BaJTlOTaMI.

BHe6upikeBbie (OTC)

Onepauuu, OCyLLecTBNIsieMble HE Ha Bupxe.

FocypapcTBeHHOE NeHCMOHHOoe obecneyeHune

MeHcMOHHOEe obecneyeHne, NpesocTaBNAeMoe rocyaapcTBOM. Kak npaBuno, Takoe obecrneyeHne oKasblBaeTCA AOBOSIbHO CKYAHbIM U
TpebyeT gpyrx ¢opm Joxopa (Hampumep WHAMBMAyaNbHOE TMNEHCMOHHOE obecrneyeHne WM MEeHCMOHHOe obecneyeHue,
npenocTaBnsemMoe paboTopaTenem).



FocypapcTBeHHbIN gonr
O6LL|,aF| CyMMa HenoralleHHoN 3aJ0/MKEHHOCT TOCyOdapCTBa, BO3HUKLLEN B pe3ysibTate (I)VIHaHCI/IpOBaHVIFI noaienoBaTesibHbIX
ﬂed)l/l UnTOB 6IO,E1>KETa, B OCHOBHOM 3a CYET BblilMyCKa rapaHTNPOBAHHbIX TOCY4aPpCTBOM LEHHbIX 6ymar.

JlaTa noraweHus
,El,aTa, B KOTOPYIO SMUTEHT O6J'II/IFaLI,VIVI OOKEH BEPHYTb HOMNHAJIbHYIO CTOMMOCTb o6nmrauv|v|.

HOenosur
Cymma AeHer, pa3dmelleHHbIX Ha XpaHeEHNE B d)VIHaHCOBOM NHCTUTYTE OT MMEHW BJlafesbLia CYETa.



Acquisition
A term used to describe the takeover or buying of a company by another.

Analytical Credit Ratings Agency (ACRA)

Russian credit ratings agency.

Asset

Any item of economic or financial value owned by someone or a company.

Astana International Financial Centre (AIFC)
Financial centre established in 2017.

Bank of England

The UK's central bank. Implements economic policy decided by the Treasury and determines interest rates.

Bank of Russia
Russia’s central bank.

Bankruptcy

The situation where an individual, company or other organisation is unable to pay its debts.

Bonds

Interest-bearing securities which entitle holders to annual interest and repayment at maturity. Commonly issued by both companies
and governments.

Capital

Cash and assets used to generate income or make an investment.

Capital Gain

An increase in the market value of a security (ie, the value of the asset is greater than the price they were bought for).

Central Bank

Central banks typically have responsibility for setting a nation’s or a region’s short-term interest rate, controlling the money supply,
acting as banker and lender of last resort to the banking system and managing the national debt.

Closing Price
The price of a security, such as a share or a bond, at the end of the day.

Collective Investment Scheme
A fund run by a professional manager that enables investors to pool their money. The manager selects the investments and the
investors share in any increase (or decrease) in their value.

Commission
Charges for acting as agent or broker.

Coupon
Amount of interest paid on a bond.

Credit Rating

An assessment of a bond issuer’s ability to pay the interest and repay the capital on the bonds. The best rating is triple A.



Credit Risk

The likelihood of a borrower being unable to pay the interest or repay the debt.

Currency
Any form of money that circulates in an economy as an accepted means of exchange for goods and services.

DAX

German shares index, comprising the largest companies (30 shares).

Dealer
An individual or firm acting in order to buy or sell a security for its own account and risk.

Default

The situation where a borrower has failed to meet the requirements of their borrowing, for example by failing to pay the interest due.



Dedont
Cvnyau,vm, KOrga 3aemMuyK He BbINONMHAET YUI0BUA, Ha KOTOPbIX eMy NpeaoCcTtaBNeH 3aeM, Hanpumep, HE MOXKET BOBPEMA BbIN/1aTUTb
NPOLIEHTbI.

AviBepcndukaumn
|/|HBeCI'VILI,I/IOHHaFI CTpaTerna pacnpeneneHna pucka nytem MHBeECTUPOBaHNA B PAL 06beKToB I/IHBeCI'I/ILI,I/IVI.

OAviBnpgenp

PacnpeneneHue npunbbin KoMnaHWeN.

AvBnaeHgHaa 4OXOAHOCTb
I'IpoueHTHoe COOTHOLWEHME TeKyLEero amsmnaeHaa n prHOLIHOIZ CTOMMOCTU aKunin.

JoxoaHocTb
Moka3aTenb GrHaHCOBOW OTAAUM OT MHBECTMLMW, HaNpyMep AUBMAEHAb! Y IPUPOCT KanuTana no akumu. IoxoaHOCTb Bceraa cBAaHa ¢
PYCKOM: 1A MOMTYYEHNA BO3MOXHOCTI Gosbluelt OTAaUuM HeobXoaMMO NPUHATL Ha ceba 60MbLLMI PUCK.

3aem
(Dopma 3aMMCTBOBaHWA, KOrga 3aeMyk nonyqaeT onpep,eneHHyro CyMMy OeHer OoT Kpeautopa. 3aEMLL|,VIK CcOoMmallaeTcAa BblM1aunBaTb
KpeguTopy OrOBOPEHHYIO MPOLIEHTHYIO CTaBKY, @ TakXKe cornacyet AaTy, B KOTOPYHO 3aeM MoraluaeTca.

MHBeCcTULMNOHHDIN 6aHK
OpraHr3aums, KoTopasa cneumani3vpyeTca Ha npusnevyeHnr AOAroBoro GMHaAHCMPOBAHMA MM GUHAHCUPOBAHUA MyTEM SMUCCUN
aKUU 18 KOMMAaHWNA.

Nnpekc
CTaTncTnyecknin nokasaTeslb M3MEHEHMA PAAA akKLUWIA, NPeACTABAAOLLMX CETMEHT PbIHKa.

WHamnBnayanbHoe NeHCMOHHOe o6ecneyeHne
CI/ITyaLl,I/Iﬂ, Korga Ha NeHC1o KOMUT CaM YenoBekK, a He ero pa60To,anenb.

MHCTI/ITyT KOJJIEKTBHOIO MHBECTNPOBaHVA
®oHp nof Hayanom NpodeccMoHanbHOro YNPaBALWEro, NO3BONAIOLWMIA NHBECTOPaM OObeaVHATL CBOW CPEACTBA 1A KOEKTMBHOM
NHBECTULMI. YNpaBnaoLwmii BbioupaeT 06beKTbl MHBECTULIIA, @ MHBECTOPbI COOOLLA NOsyYaloT MPMObUIb UM HECYT YObITKI.

Undnauna

PocT 06LLEro ypoBHS LiEH.

MinoTeuHbIn Kpegut

MnoTeuHbln KpeguT (U MNoTeKa) ABNAETCA JONTOCPOYHBIM 3aMOM, UCMOMb3yeMbIM A1t GUHAHCMPOBAHNA MOKYMKN HEABUMKUMOTO
nUMyLlecTBa (Hanpumep Aoma). Mo JOroBopy MMOTEKM 3aeMIUMK COMMALLAETCA MPOV3BECTU PAf MiaTexen Kpeautopy. B Kauecrse
obecrneyeHuns CpeacTB, NPeAOCTaBNseEMbIX B3aliMbl GAHKOM (U CTPOUTENbHOM KOMMAHMEN), BbICTYNaeT 06beKT HeBYXUMOCTU. Ecnn
3aeMLUMK HE NPOV3BOANT TPEeOYeMbI NaTeX, KpeanTop MOXET 3abpaTb HELBVKAMOCTb.

Kanutan
ﬂ,eHe)KHbIe cpencrea N akTuBbl, I/ICI'IOJ'Ib3yeMbIe anA I'IOﬂyl-IEHVIFI noxofa nnn gna MHBeCTUpOBaHUA.

Komuccmna
[naTa 3a yCJ'IyI'VI alreHTa nin 6p0Kepa.



KpeanTHbIN penTtyiHr
OueHka CnocobHOCTM 3MUTeHTa oObOnMrauMu BbiNJAYMBaTb MNPOLEHTbl, @ Takke BEpPHYTb OCHOBHYIO CyMMy MO Ob6nvraumam.
MakcmasnbHbIM PENTUHIOM ABNAETCA PENTUMHE «KAAA»,

KpeauTHbIN pycK
BepOﬂTHOCI'b TOrO, UTO 3aEMLLUMK HE CMOXET BbiMJ1aunBaTb NMPOLEHTbI U NOraCcUTb OOT.

KynoH
O6wmin pasMep NPOLIEHTOB, NOJIEXALLUMX BbINaTe No odnmralun.



Deposit

A deposit is a sum of money held at a financial institution on behalf of an account holder for safekeeping.

Diversification
Investment strategy of spreading risk by investing in a range of investments.

Dividend

Distribution of profits by a company.

Dividend Yield

Most recent dividend expressed as a percentage of current share price.

Dow Jones Industrial Average Index (DJIA)
Major share indexin the USA, based on the prices of 30 major company shares.

Effective Annual Rate
The annualised compound rate of interest applied to a cash deposit or loan. Also known as the annual equivalent rate (AER).

Equity
Another name for shares or stock. It can also be used to refer to the amount by which the value of a house exceeds any mortgage or
borrowings secured on it.

Exchange
Marketplace for trading investments.

Exchange Rate
Rate at which one currency can be exchanged for another.

Face Value
Also known as the par or nominal value. This is the amount that needs to be repaid on a bond. It is also the amount that is used to
calculate the coupon payment (face value x coupon percentage = coupon payment).

Foreign Exchange Market
A market for the trading of foreign currencies.

FTSE 100 (‘Footsie’)
Main UK share index of 100 leading shares.

Fund

A collective investment scheme where money is combined and invested in a portfolio of shares with a common investment purpose.

Fund Manager
A firm that invests money on behalf of customers.

Index
A statistical measure of the changes in a selection of stocks representing a portion of the overall market.

Inflation
An increase in the general level of prices.



Initial Public Offering (IPO)

A new issue of ordinary shares, whether made by an offer for sale, an offer for subscription or a placing. Also known as a new issue.

Interest
The price paid for borrowing money. Generally, interest is expressed as a percentage rate over a period of time, such as 5% per annum.

Investment Bank
A business that specialises in raising debt and equity for companies.

Leverage
A measure of the extent to which a company finances itself from debt, relative to equity.
Liquidity

The ease with which an item can be traded on the market. Liquid markets are described as ‘deep’.



JInkBngHoOCTH
CnocobHOCTb aKTMBOB ObITb OLICTPO NPOAAHHBIMU Ha PbIHKE. JIMKBUAHBIE PbIHKM Ha3bIBAOT TakKe ry6oKMMN.

Jinctner
lNepeyeHb KOMMNaHWI, LeHHble GyMary KOTOPbIX KOTUPYHOTCA Ha JIoHAoHCKom GoHAoBoM 6upxe (LSE) 1 AOCTYNHbI Ana TOProsnu.

Jlomb6apg,
KomMnaHusa, npegocraenaowas 3anmbl Gusmnmyeckm nmuam. B obmeH Ha ceom cpeactBa nombapg Tpebyet 3anor (HanprmMep toBennpHoe
yKpalleHue). Ytobbl BepHYTb 3a0r, Hy>KHO NoracuTb JONT nepeq nombapaom.

JloHpoHcKana ¢oHaoBas 6upxka (LSE)
OCHOBHOW PbIHOK LieHHbIX Oymar BenmkobputaHum.

MexpyHapopaHbii DuHaHcoBbIl LieHTp AcTaHa
(DrHaHCOBBIN LIEHTP, OCHOBaHHbIN B 2017 rogy.

MuKpoKkpeaut
KpaTKOCpO‘-IHbIVI 3aem, KOTOprVI ponxeH ObiTb MoralleH 3aeMWMKOM npun aiegytowem nonyyeHun 3apnnaTtbl, Kak npasunio, B KOHUE
MecAla. YacTo TaKme 3aliiMbl ABMAIOTCA KpaHe JOPOroCTOALLMMU.

MwuHucTepcTBO PprHaAHCOB
FoCyfapCTBEHHAnA YupekaeHne, OTBEYAIOLLEE 3a PeryMpoBaHmne AEATENbHOCTU B chepe GrHAHCOBLIX YTTyT.

MockoBckasa bupika
OCHOBHOW PbIHOK LieHHbIx Oymar B Poccun.

HapuuartenbHas LeHa

Takxe Ha3blBaeTcA HOMVHANOM WM HOMUHANbHOW CTOUMMOCTbIO. 3TO CyMMa, KOTOpas [OMKHa ObiTb BbirslayeHa Mpy roralleHnm
obnuraymmn. Takxe 3TO Cymma, MCrMonb3yemasa MpU pacyeTe KyrmOHHOW BbiNfaThl (HapuvuaTenbHas LeHa X KYMOHHbIA MPOLEHT =
KyMnOHHasA BbinaTa).

HaunoHanbHbin BaHk Pecny6nuku KasaxcraH
LleHTpanbHbin 6aHK KasaxcraHa.

Heob6ecneueHHbIN 3aemMm
3aem, NpefoCTaBNeHHbI 3aeMLLVIKY, MO KOTOPOMY KpeauTop He TpebyeT obecneyeHus.

Hennate)xecnoco6HOCTb
CI/ITyaLl,I/IFl, Korga d)VI3I/ILIeCKOG mnn rpunagnyeckoe nnuo He B COCTOAHN NNaTTb NO CBOMM O0JTTaM.

HomunHanbHaa ctommocTb
CroMoCTb 0bnmrauymm, Kotopas GyeT BbinnayeHa Npu HACTYNIEHUM CPOKa NoraleHs. Takke Ha3bIBAETCA HapyLATENbHOMN LIEHOW i
HOMUHANOM.

Ob6ecneyeHue
baHk o6ecneq|/|BaeT cBOM 3aeMm, e nonyqaeT YTO-TO UeHHOe B 3aJior. Ha|/|6onee oyeBngHbIM NMPUMEPOM o6ecnequ|/|ﬂ ABNAETCA
nonyqume 6aHKOM npaBa CO6CI'B€HHOCI'VI Ha HeABXUMOCTb No I/II'IOTeLIHOMy er,El,VITy.

O6ecneyeHHbIN 3aemMm



CuTtyauus, Korga Kpeautop (HanpumMep 6aHK uan ombapd) 6epeT B 3a/10r UTO-TO LieHHoe. ECn 3aeMLUMK He noralaeT jonr, Kpeautop
MO>eT NpoJaThb 3asior.

O6nvrauun

npOU,eHTHbIe LieHHble 6ymar|/|, KOTOpPbIE OAKOT MPaBO AEPKATEJIAM Ha €XerogHyto NnpoueHTHYIO BbirJiaTy U BbinnaTty OCHOBHOW CyMMbl
npun HactynneHnn Cpoka noratieHnA. SMUTEHTaAMU O6J'IVII'aLI,VIVI MmoryTt ObITb Kak KOMMAHUK, TaK U NpaBUTENIbCTBa CTPaH.



Listing

Companies whose securities are listed on the LSE and available to be traded.

Loan
A form of debt where a borrower receives a certain amount of money from a lender. The borrower agrees to pay a contracted rate of
interest to the lender and also agrees a date on which the loan will be repaid.

London Stock Exchange (LSE)

Main UK market for securities.

Market

All exchanges are markets — electronic or physical meeting places where assets are bought or sold.

Market Price

Price of a share as quoted on the exchange.

Maturity

Date when the capital on a bond is repaid.

Merger

The combining of two or more companies into one new entity.

Mortgage

A mortgage, or more precisely a mortgage loan, is a long-term loan used to finance the purchase of real estate (eg, a house). Under the
mortgage agreement, the borrower agrees to make a series of payments back to the lender. The money lent by the bank (or building
society) is secured against the value of the property. If the payments are not made by the borrower, the lender can take back the

property.

Moscow Exchange
Main Russian market for securities.

NASDAQ

National Association of Securities Dealers Automated Quotations. US market specialising in the shares of technology companies.

National Bank of Kazakhstan
Kazakh central bank.

National Debt

A government’s total outstanding borrowing resulting from financing successive budget deficits, mainly through the issue of
governmentbacked securities.

Nikkei 225

Main Japanese share index, composed of shares in the largest 225 companies listed on the Japanese stock exchange.

Nominal Value
The amount of a bond that will be repaid on maturity. Also known as face or par value.

Ordinary Shares

The most common form of share. Holders may receive dividends if the company is profitable.



Overdraft

A form of borrowing from a bank where the lending bank can demand repayment at any time.

Over-the-Counter (OTC)

Transactions that are undertaken away from an exchange.

Pawnbroker

A business that provides loans to individuals. The pawnbroker takes an item of security (such as jewellery) in exchange for the loan. The
loan needs to be repaid for the borrower to reclaim the item.



O6MeHHbIN KypC

Kypc, no KoTopomy ofHy BantoTy MOXXHO OOMEHATb Ha ApYTyio.

OO6bIKHOBEHHbIe aKLn
Camas pacnpoctpaHeHHasa dopma akumii [lepatenn MoryT nonyyaTtb AMBUAEHDI, €CIN KOMMNaHUA NMPUHOCUT NPObIb.

OBepppadT
(Dopma 3aUMCTBOBaHNA, NpeNoCTaBIAEMOIro 6aHKOM, B paMKaXx KOTOpOVI KpeanTop MOXET B o060 MOMEHT I'IOTpe6OBaTb noraweHmnA
ponra.

MNMeHcnoHHDbIN POHA,
CO3,E|aHHbII‘/‘I KOMMaHunen unu rocygapcrsom (I)OHD, oA MHBeECTMPOBaHNA NEHCMOHHDBIX B3HOCOB W1EeHOB 1 COTPYAHMKOB, KOTOpPbIE 6y,ElyT
Bbins1a4yBaTbCA NMpu BbIXo4e Ha NEHCUIO.

MepByuHOE Ny6nnyHoe pasmelyeHue akuun (IPO)
HoBbI1 BbINycK OObIKHOBEHHbIX aKUMI B paMKax MPeqyioKeHVA O MPOAaxe, NPemyioxeHna O noanuncke WnmM pasmelleHuns. Takke
M3BECTEeH KaK «HOBbIN BbIMyCK».

MNMepecTpaxoBaHue
TepMUH, NCNonb3yemblii 1A CTPAXOBKWM, NprobpeTaemMol CTPaxXoBLUMKOM /1A MPOJaHHOTO UM NOMNCa.

MornoweHne
TepMI/IH, I/ICI'IOJ1b3yeMbII7I onAa onncaHnA JIMAHNA NN np|/|o6peTeH|/|ﬂ KOMMaHnn p,pyFOI7I KOMMaHuemn.

Moptdennb

Habop nHBecTnumii.

MoTpebutenbcknm KpegnT
KpeawnT, BbinaBaembii Gusnyeckomy niuy, Korga KOHKPETHasA Lenb, A1A KOTOPOW NPeAoCcTaBnAloTCA AeHbrM, He YKa3aHa B KpeauTHOM
aorosope.

Mpemus
PerynﬂpHaﬂ BblMJiaTa, NoJjly4aemad CTanOBOVI KOMMaHmemn 3a CTPaxXOBKYy OT KaKux-mbo PUCKOB.

MpuBunernpoBaHHana akUvA
AKUMK, MO KOTOPbIM BbINAUMBAETCA GUKCUPOBAHHBIN pPa3Mep AVBUAEHAOB. AKLMOHEpPbl HE MMEIT MpaBa rofoca, HO WUMeoT
NperMyLLEeCTBO Nepes fepKaTensmm OObIKHOBEHHDBIX akLMiA B clyyae fedosTa.

MpupocT Kanutana
YBenmueHve pbIHOYHOWN CTOMMOCTU LIEHHOI ByMmari (T. €. CTOMMOCTb aKTBA BbilLie LIEHbI, 33 KOTOPYHO OH ObUT MPrOOPETEH).

MpombiwneHHbIn HAaeKc floy-IhxkoHca (DJIA)
OpaviH 13 KpynHenwmnx GpoHaoBbIX nHAaeKkcoB B CLLIA, B 0CHOBE KOTOPOTo NeXUT LieHa akuuii 30 KpynHEenLWmMX KOMMaHun.

MpoueHTbI
MNnata 3a BO3MOXHOCTb 3aHATb CpefcTBa. Kak npaBusio, BblpaXkaloTcA B GpopmMe MPOLEHTHOWM CTaBKM 3a OnpefesieHHbIn nepuog,
Hanpumep 5% rofoBbIX.

PO3HNYHDbIN GaHK
OpraHun3auus, KoTopasa npeaocTaBnaeT 6aHKOBCKME Yayr G13nNYeckum niuam 1 manomy/cpeaHemy GusHecy.



PbIHOK
Bce 6I/Ip)KI/I ABNAOTCA PbIHKaMN — BI/IpTyaJ'IbeIMI/I nnn peanbHbiMn MeCtaMu, rge CO6VIpa|0TCF| yl-IaCI'HI/IKI/I PblHKa 1 npoaalT unn
ﬂOKyI'IaIOT dKTUMBbI.

PbIHOUYHbIN KypC
LleHa akuui, onpepeneHHan Ha brpxe.

CuHaukaTt
CTanOBbIe KOMMNaHUW, O6'be,L1I/IHI/IBUJI/IECFI BMeCTe O/14 BblAda4y CTPaxOBKN.



Payday Loan
Very short-term loan that needs to be repaid on the borrower’s next payday, usually the end of the month. Such loans are often very
expensive.

Pension Fund
A fund set up by a company or government to invest the pension contributions of members and employees to be paid out at
retirement age.

Personal Loan
A loan taken out by an individual where the precise purpose for which the money will be used is not detailed in the loan agreement.

Personal Pension Scheme
A retirement saving scheme set up by an individual, rather than set up by the individual’'s employer.

Portfolio

A selection of investments.

Preference Share
Shares which pay fixed dividends. Shareholders do not have voting rights, but the shares do have priority over ordinary shares in
default situations.

Premium
The regular payment made to an insurance company for insurance against a range of risks.

Redemption Date
The date at which a bond issuer has to repay the face value of the bond.

Reinsurance
The term for insurance taken out by an insurer on a policy that it has underwritten.

Retail Bank

Organisation that provides banking facilities to individuals and small/medium businesses.

Return
A measure of the financial reward on an investment, such as dividends and capital growth on a share. Return is always linked to risk: to
have the possibility of a bigger reward, a bigger risk will need to be taken.

Secured
The situation where a lender (such as a bank or a pawnbroker) takes something of value. If the borrower fails to repay the debt, the
lender is able to keep and sell the item.

Securities
Bonds and equities.

Security
A bank has taken security for its loan when it holds something of value. The most obvious example is if a bank takes security in the
form of property ownership on a mortgage.

Shareholders
Those who own the shares of the company. Essentially, they are the owners of the company.



Start-Up

A business or company in its early stages. Typically start-ups are businesses that are not yet generating any profits.

State Pension Scheme
A retirement scheme that is provided by the state. Such schemes are generally not particularly generous and need to be supplemented
by other forms of income in retirement (such as personal pension schemes, or pension schemes provided by the employer).

Syndicate

Insurance companies joining together to write insurance.

Takeover
When one company buys more than 50% of the shares of another.



CnmnaHune
O6beanHeHve aByx 1 6onee KOMMAHUI B OAHO HOBOE IopuanNYeckoe nmuo.

Co6cTBeHHbIN KanuTan
,El,pyroe Ha3BaHWe aKLl,I/II7I KOMMaHun. Tak¥e MOMeT MCnonb3oBaTbCA onAa O603Hal-IeHI/I$I CyMMbl, Ha KOTOPYI CTOMMOCTb >KUJ1bA
npeBbIlIaET KaKOVI-J'II/I6O NMNOTEeUHbIN KpeauT nnnm 3aem, no KOTopomy Knbe BbICTyI'IaET 3a710rom.

CooTHoOLLUeHMe 3aeMHbIX N1 COOCTBEHHbIX cpencTs
Moka3aTesb TOro, Kakas YacTb GpUHAHCUPOBAHWUA KOMMAHWUM OGECNeuVBAEeTC 3a CYET 3aeMHbIX CPEeACTB MO CPABHEHWUIO C Josiei
COOCTBEHHDBIX CPEACTB B PUHAHCMPOBAHUN.

CpokK noraiueHus
)J,aTa, B KOTOPYIO BbiNj1a4nMBa€TCA OCHOBHAA CyMMa MNMo O6J'IVII'aL|,I/IVI.

Crapran
KonvuvlepquKoe npeanpuaTtne nnn KoMnaHmA, Haxogawmeca B CaMOM Ha4dane CBOEro »XM3HEHHOro Unkna. Kak npaBwu1o, CTapTarbl eLle
HE NPUHOCAT I'IpI/I6bU'IVI.

ToproBas caenka
Mokynka 1 npogaxa LeHHor 6ymaru. ToproBble CASNKN C aKLMAMM YacTO 3aK/oYaloTca Ha Gupax.

Ynpasnsaowuin ¢oHaom (ynpasnaroan KOMNaHuA)
Komnava, KOTOpPaA NHBECTUPYET AEHbIN OT UMEHU KITMEHTOB.

YcTaHOBJIeHMe KOHTPONA
CuTtyauma, Koraa oaHa KoMMaHWA Nokynaet 6onee 50% akumin Apyro KOMAaHUN.

dakKkTnueckan ropoBadn NMpPoLieHTHaA CTaBKa
KymynAaTvBHaa cCTaBka B rofjOBOM WCUMTIEHWUW, NPUMEHMMAA K OEHEeXHOMY [Aeno3uTy Win 3anmy. Takxe M3BecTHa Kak rofoBas
3KBKBaneHTHas craBka (AER).

®doHp

MHCI'VITyT KOJINEKTUBHOIO MHBECTUPOBAHNA, B KOTOPOM AEHbIN 061:ELI,VIHFIIOTCFI 1 BK/1aAblBalOTCA B I'IOpTd)EJ'Ib aKunmn.

LleHa 3aKkpbITnA
LleHa ueHHom 6ymaru, Hanpumep akummn unm obnmraymm, B KOHLE TOProBoro AHA.

LleHHble 6ymarm
AKUMM 1 obnmraumn.

LleHTpanbHbI 6aHK

LleHTpanbHble GaHKK, KaK MPaBWIO, HECYT OTBETCTBEHHOCTb 3a OMpefeneHne KPaTKOCPOUYHOW NMPOLEHTHOWN CTaBKW ANl CTPaHbl Uin
PEermoHa, KOHTPOJIb AIEHEXKHOW MacCbl, BbICTYMAIOT B KauecTBe 6aHKMpa 1 KpeauTopa nodiegHen MHCTaHLUM A 6aHKOBCKOWM CUCTEMBI U
YMPaBNAT roCyAaPCTBEHHbBIM JOJITOM.



Trade

The purchase and sale of a security. Trades in shares are often agreed on exchanges.

Treasury
Government department ultimately responsible for the regulation of the financial services industry.

Unsecured
A loan provided to a borrower where the lender takes no security.



BOI'IpOCbI C HECKOJIbKUMAN BapnaHTaMM
OoTBEeTOB




Multiple Choice Questions




Bonpocbl C HECKOMIbKNMUW BapyaHTamMu

oTBeTOB

OueHKa 3HaHWIN MO JaHHOMY Kypcy 6yaeT npou3BOAUTLCA B XOJEe YaCOBOro 3K3aMeHa,
BKJII0OUAOLEero TpuaLaTb BONPOCOB C HECKONTbKMMM BapyaHTamMn OTBETOB.

Bonpocbl HuMXe cocTaBneHbl TakMm o06pa3oMm, UTOoObl Kak MOXHO TOuyHee OTpa3nTb
CTaHZapPTHbIE 3aJaHnA, KOTOpble BaM NPeACTOUT BbINOJIHUTL Ha 3K3ameHe. OgHako cnepgyeT
YyUeCTb, UTO 3TU BONPOCHI He 6YyaAyT NOBTOPATHCA HAa IK3aMeHe.

4 A
1. Kakada n3 anepyrwwmnx I/IHBeCTI/ILlI/IVI, CKOopee BcCero, 6y,u,eT Hambonee pI/ICKOBaHHOI‘/'I?

OO6muraryy, BBITYIIICHHBIE HAYMHAIOICH KOMITaHHE T

AKIMY, BBIMYIICHHBIE HAYHMHAIOIIEH KOMITaHUEH

AKIIH, BHIMYIIEHHBIE KPYMHOW HEQTSHON KOMIIaHHUE

l'ocynapcTBeHHbIE OOIMTaImN

=

Mokasatb orsea

. J

~ )
2. KomnaHunAa BbinnaunBana gneuaeH B pasmepe 3,60 LeHTa Ha akL U0 B KaXAOM U3

yeTblpex MocC/iefHUX KBapTanoB. Ha Tekywum MOMEHT KypC akuum cocrtaBnsaer
198,50. KakoBa AnBMaeHAHAA 4OXOAHOCTb?

0,02%
0,07%
1,81%

7,25%

= )

Moka3saTtb orsea




7

3. Ecnm npoueHTHble CTaBKU MOBbIWAKOTCA,
rocylapCcTBeHHbIX 0b6numraymnax?

Ilena BbIpacTeT
Ilena ymaner
Kynon yBesmmuurcs
Kynon ymenpmrces

= )

Mokasatb orsea

KaK 3TO CKa»KeTcA

Ha 5%-x

~\




Multiple Choice Questions

The assessment for this course will be a one-hour examination consisting of 30 multiple
choice questions.

The following questions have been compiled to reflect as closely as possible the standard
you will experience in your examination. Please note, however, they are not the CISI
examination questions themselves.

( )
1. Which of the following investments is likely to be the most risky?
Bonds issued by a start-up company

Equities issued by a start-up company

Equities issued by a large oil company

SEE

Government bonds

Reveal answer

. J

~ ™)
2. A company paid dividends of 3.60 per share in each of the last four quarters. The

share price is currently 198.50. What is the dividend yield?

0.02%
0.07%
1.81%
@ 7.25%

Reveal answer




7

3. If interest rates increase, what will normally be the effect on a 5% government
bond?

Price will rise
Price will fall
Coupon will rise
@ Coupon will fall

Reveal answer

~\




4 ™
4. Kakon 13 cnegyrowmx BapuaHTOB ABMIAETCA OAHMM U3 OCHOBHbIX NMPenmyLecTB
KOCBEHHOr0O  WMHBECTUPOBAHMA C  TMMOMOLWDbIO  WMHCTUTYTA  KOJUJIEKTUBHOIO
WHBECTNPOBAHMA, YNPaBAAEMOTrO OMNbITHbIM yNpaBnawmum ¢oHgom?

JuBepcudukarys

bonee Hm3kue xomuccuu 1 cOOPBI

b onb it TMYHBIA KOHTPOJIb HAJl MHBECTHULMOHHBIMU PEIICHUSIM U
DUKCUPOBAHHAS TAPAHTUPOBAHHAS TOXOTHOCTh

E‘lOKaBaTb OTBG'J

. y,

4 A
5. KomnaHuna xo4yeTt npmBneyb CpefcTsa And pacliMPeEHNA CBOUX MeXOYHapPO4HbIX
ornepauuu, rnoBblWEeHNA CBOEN N3BECTHOCTU U YBeNIMYEeHUA JIMKBUOHOCTN CBOUX
akunin. Kakoe n3 cnegyowmx QENCTBUN CKOpee BCero nNo3BosiuT JOCTUYb BCeX TpeX
uenen?

Brinyck MexXIyHapOIHBIX 00U atmii

WHBecTHpoBaHrE B MEXKIYHAPOIHYIO MapKETHUHTOBYIO KaMITAHUIO
[TpoBenenue [PO

VYBenmmueHne KoJImuecTBa MEXIYHAPOAHBIX CACIIOK

E‘lOKaBaTb OTBG'J

. y,

4 A
6. ECnn KoMnaHnAa — SMUTEHT KpeAUTHbIX KapT yCTaHaB/IMBAET MPOLUEHTHYIO CTaBKY
Ha ypoBHe 20% rogoBblX C HaynmcieHnem pa3 B MNOMroda, KakoB pa3smep
baKTMyeckom rogqoBoV NPOLEHTHON CTaBKU?

E-|0Ka3aTb OTBeTj
. J




7

7. B cnyyae 6aHKpOTCTBa KOMMaHWM KTO, KakK MpPaBWUNO, UMeeT HauMeHbLUeW
NPUOPUTET NPY BbiNaTe OCTaBLUMXCA CpeacTs?

AKIMOHEpBI
banku
Hanorosas ciryx6a

JleprkaTel o0 mrarmit

= )

Mokasatb OTBG‘J

~\




e \
4. Which of the following is one of the main benefits of indirect investment in an

equity collective investment scheme managed by an experienced fund manager?

Diversification
Lower fees and charges
Greater personal control over the investment decisions

A fixed, guaranteed return

Sese

Reveal answer

. J

4 N
5. A company wishes to raise money for its overseas expansion plans, widen its

public profile and increase the liquidity of its shares. Which of the following actions
is likely to achieve all three things?

Issuing international bonds
Investing in a global marketing campaign
C Undertaking an [PO

Seeking more international trades

Gese

Reveal answer

. J

r N
6. If a credit card company quotes its interest rate as 20% pa, charged half-yearly,

what is the effective annual rate?

20%
21%

22%

Gese

23%

Reveal answer




4 N
7.In the event of a company going into liquidation, who would normally have the

lowest priority for payment?

Shareholders
Banks
The tax office

Bondholders

SEse

Reveal answer




( )
8. Hebonbwaa KomnaHuA apeHayeTt MarasmH no cocencrsy C pectopaHom, Yy

KOTOPOro HeJaBHO Ha KyXHe CNy4unnca KpynHblin noxap. KomnaHmsa 6ontca notepatb
BCE CBOW [AOPOrocrosAwMe 3anacbl, ecny cCleaylmnin noxap nepeknHeTcs Ha
MarasuH. Kakoi Tvn cTpaxoBKKW OHa AoKHa npuobpectun?

CrpaxoBaHHe UMYIIECTBA
CuHaMmpoBaHHas CTPaxXoBKa
KopriopaTuBHast cTpaxoBka

ITepecTpaxoBanue

)

Moka3satb OTBeT]

. J

( )
9. PekoMmeHagaumm no CAUAHUAM N MOMNOLWEHNAM ABAAITCA OAHUM U3 OCHOBHbIX

BUAOB [AeATENbHOCTN:

KopropaTusHoro 6anka
I{enrpanbHoro 6anka
WHBecTrimonHoro 6anka

P o3umaHOro 0anka

)

Moka3satb OTBeT]

. J

e \
10. Kak rocypnapctBo OOblYHO MpuUBNieKaeT cpeactBa A8 MOKPbITUS CBOEro

rocgonra?

BrimyckaeT obmmrarym it pU3HHecKuX U FOPHIAYECKUX JIHIT
[Tpocur noxxepTBOBaHKs y OOraThIX TpaXkIaH

BrimyckaeT akimm Ha OHTOBOH OUpIKe

VYnBauBaeT pazMep HaJOroB ISl KPYIHBIX KOMITaHHH

)

Mokasatb OTBeT]




N
11. HuBectop Bnageet 7%-mu rocobnuraymamm BennkobpuTaHUm HOMUHANbHOWN

cToumocTbio 1000 GyHT. CTEPANHIOB, KOTOPbIE B AAHHbI MOMEHT TOPrylTCA nNo 97
GyHT. cTepnunHros. MNonyyeHne Kakom BasoOBOW CyMMbl criefytolero npoLeHTHOro
naaTeka MOXeT 0XKugaTb MHBeCTop?

28,00 yHT. CTEpIMHTOB
33,95 ¢ynr. cTepnuHroB

35,00 ¢yHT. CTEPIMHIOB

36,05 ¢yHT. CTEpIMHIOB

)

MokasaTtb OTBe'J




4 )
8. A small company rents a shop located next door to a restaurant which recently

had a major fire in the kitchens. It is worried about the cost of losing all its valuable
stock if another fire were to spread further than before. What kind of insurance
should it buy?

Contents insurance
Syndicated insurance
Corporate insurance

Reinsurance

Sese

Reveal answer

. J

4 )
9. Advising companies on M&A is one of the principal activities of:

A corporate bank
A central bank

An investment bank
@ A retail bank

Reveal answer

. J

( )
10.How does a government typically raise money to fund its national debt?

Issuing bonds to individuals and firms

Making an appeal for donations from wealthy citizens

Issuing equities on a stock exchange

Doubling taxes for large corporations

Reveal answer




7

11. An investor holds £1,000 nominal value of a 7% UK government bond trading at
£97 .What is the next gross interest payment that the investor can normally expect
to receive?

£28.00
£33.95
£35.00
£36.05

Reveal answer

~\




e N
12. Korga ¢akTnyeckaa rogoBad MPOLEHTHAs CTaBkKa MO 3aiMy OyneT Bblle

HOMWHaTbHON?

Ecmu 3aCMIIHMK HC UMECCT pa60T1>1
Ecmu NPOLICHT bl HAYHCIIAIOTCA €KEMECATHO, 4 HE €KETOAHO
Korz(a 3a€M SIBIIIETCS HEOOECIIeUSHHBIM

Korna 3aem siBisieTcst 6aHKOBCKUM 0oBepapadTOM, a He HOTPEOUTEIbCKUM KpPEIUTOM

)

Moka3satb OTBeT]

. J

4 N\
13. KTo numeer NnpaBoO roJjiocCa Ha co6pavax KomMnaHun?
Biragemer akipi KOMIIaHAN

KomMepueckuii napTHep KOMIAHUA

Kpymneeimye KIreHTsl KOMITaHAA

Jepxatesb 00nMraiyi, BIIYIIEHHBIX KOMIIAHUEH

)

Moka3saTtb o-rsea

. J

r N
14. Bbl xO0TuUTe BNOXWUTb CpeAcTBa B obnurauymu. Bbl rotoBbl B3ATb Ha cebA

MaKCMManbHbI PUCK, YTOObI MONYUYUTb MaKCMManbHy npubbinib. OgHaKo Bbl He
XoTUTe npuobpeTtaTb ob6AMrauum, OTHOCAWMECA K CMNEKYyNATUBHOW KaTeropuu.
O6bnuraymm C Kaknum KpeauTHbIM PENTUHIOM, NPUCBAUBAEMbIM areHTCTBamu
Standard & Poor’s u Fitch Ratings, Bbl 4OMXHbI KynuTb?

g
;
:
[ﬂoxasaTb OTBET]




7

15. B Kakou cTpaHe paccunTbiBaeTcAa nHgekc DAX?

s
cun
I'epmanus
E’onasarb OTBea




( )
12.When would the effective annual rate of a loan be higher than the quoted rate?

When the borrower is unemployed rather than employed

When the interest is charged monthly rather than annually

When the loan is unsecured rather than secured

When the loan is a bank overdraft rather than a personal loan

Reveal answer

. J

r N
13. Which of the following has the right to vote at company meetings or

assemblies?

The holder of equities in the company
The co-signatory of a contract of business with the company

The largest clients of the company

The holder of bonds issued by the company

Reveal answer

14. You wish to invest money in some bonds. You wish to take as high a risk as
possible in order to maximise your return. However, you do not want to buy bonds
that are classified as'/non-investment grade’. According to the credit ratings given by
major agencies Standard & Poor’s and Fitch Ratings, which class of bonds should you
buy?

BBB

Q

Reveal answer




(
16. Kakon uns aiegyounXx BapmaHTOB Jiyduwe BCero onmcbiBaeT CMbIC/T 3TUYHOTO

nosepgeHnA?

CoOImonenye 3aKoHa
MakcuMabHOE YBEMIEHHE TTOTEHIMAILHON MPHOBUTHLHOCTH KIIMSHTA
MusnMEBaIms pUcKa J7Isi KOMTIaHAN

CoBepiieHre MPaBWIbHBIX TIOCTYIKOB

[ﬂoxasaTb OTBET]
-
(
17. baHKM CBOAAT BKMAAYMKOB U 3aeMwuKkoB. Kakol 13 cneaylolmnx BapuaHTOB
nyuylle BCEro ONUCbIBaeT, Kak MMEHHO OHW 3TO AenatT?
BrimmiaunBas MPOILICHTHI T10 ACTIO3UTaM MCHBIIC, YEM OHU HAYUCIIAKOT IMPOLICHTHI I10 3arMaM
BrimmiaunBas MPOLICHTHI IO ACTIO3UTAaM BBIIIC, YEM OHW HAYHUCJEIIOT IMPOLICHTHI I10 3arMam
He BrimiaunBas TPOLICHTHI TI0 ACTIO3UTAaM U IPEJOCTaBIIAA 3alMBI 3a Pa3oByrO KOMHUCCHIO
Bi3umas IPOLCHTEI IO ACTIO3UTaM 6OJ'II>II_I€, YEM BBIIUIAYMUBAIOT MPOLCHTEI IO 3arMam
[ﬂoxasaTb OTBET]
-
(

18. Kakom w13 cnegylwmnx BapuUaHTOB MO3BONAAET BKIafuYMKaM/MHBECTOpPaMm
peann3oBaTb CBON UHBECTULNN B akLUn?

DoHTOBBIE OUPKU
[Toramenue axipit
locymapcTBeHHOE CTHMYIHPOBAHHE

IPO

)

Mokasatb OTBeT]
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19. Kakom wn3 cnegylowmx BapuUaHTOB ABAAETCA 3HAaYeHMEeM TepMMUHa
«KOMMepuUecKkni 6aHk» 3a npegenamm CLLUIA?

Crioco0, KoTOpeIM 0aHK 3apadaThiBacT JCHLIH
Bank, criermanm3upyroIpics: Ha MPeI0CTABICHIN OAHKOBCKUX YCIIYT KOMITAHHSM

baHk, KOTOpBIii 3aHIMAETCS TOIBKO KOHCYIHTaTUBHON AESTEILHOCTHIO

bank, crierpam3upyronmiicst Ha Tpe10CTaBIeHIN OAHKOBCKUX YCIyT (PM3NYECKNAM JIMIIAM

= )

MokasaTtb OTBea




4 )
15.The DAX is an index of which country?

England
e
Germany
Japan

Reveal answer

. J

~ ™)
16.Which one of the following best describes what is meant by ethical conduct?
Complying with the law

Maximising the client’s profit potential

Minimising the risk to the firm

Doing the right thing

Reveal answer

. J

e w
17. Banks provide one way of linking savers and borrowers. Which of the following

best describes the way this link works?

Paying less interest on deposits than earned on loans
Paying more interest on deposits than earned on loans
Paying zero interest on deposits and lending the money for an upfront fee

Earning interest on deposits that is greater than the interest paid on loans

Reveal answer




4 N
18. Which of the following provides the opportunity for savers/investors to realise

their equity investments?

Stock markets
Equity redemption
Government incentives

IPOs

Reveal answer




( N\
20. Kakown 13 canefyrownx BapnaHTOB ABNAETCA NPpUMepPOM obecneyeHHOro 3amma?
HnoreuHsblid KpeAuT

Ogepapadt

3aeM Mo KpeIUTHOU KapTe

Mukpokpe iur

)

MokasaTtb o-rBe'J

. J

r A
21.Kakou 13 cnegyowmx BapmaHToB Nyylle Bcero onucoiBaet IPO?

Kommanwst, mprBIIeKaOIIAs KaNUTAaJ MyTeM MPOAaKH aKI|H WA OOJIHT aIHiz

Kommanus, mony4daromasi CBOIO TEPBYIO MPUOBLIH

Kommnanws, npuBiexaroiast cpefcTBa MyTeM MepBOM MPOAaXH aKI|i IMPOKOMY KpPYTY JIUILL

Kommanmst, obecrieurBaroliasi pacTyIHiA 13 TO/Ia B TOJ yPOBEHb J0X0/1a

=B

Moka3satb OTBET]

. J

4 N
22. Kak npaBuno, akumMoHep MMeeT MpPaBO Ha BCe nepeuyncieHHoe Huxe, 3A

NCKIMIOYEHWEM cnepytowero:

JluBHIEHABI OT KOMIIAHUN
[IpaBo ronoca Ha 0ONMX COOPAHUIX AKIMOHEPOB
[Tpogaxa cBouX aKimi

PerynspHbie KymoHbI

=B

Mokasatb OTBET]




4 )
19. Outside of the US, the term ‘commercial banking’ is generally used to describe

which of the following?

The way a bank makes money
A bank that specialises in providing banking services to businesses
A bank that only provides advice

A bank that specialises in providing loans and deposit facilities to individuals

Reveal answer

. J

e w
20. Which of the following is an example of a secured loan?

Mortgage
Overdraft

Credit card borrowing

Payday loan

Reveal answer

. J

( )
21.Which of the following best describes an IPO?

A company raising capital by selling equity or bonds

A company generating its first profits

A company raising money by selling shares to the public for the first time

A company reaching levels of profit that are growing year on year

Reveal answer
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22. A shareholder typically has the right to all of the following, EXCEPT:

Dividends from the company
Vote at general meetings

Sell their shares

Regular coupons

Reveal answer




( )
23. Kakown ns aieagyownXx BapmMaHTOB ABNAETCA NnpenmMmyleCtBOM NHBECTUPOBAHNA B

06nUraumnm No CPABHEHNIO C UHBECTMPOBAHMEM B aKLUI?

Bonbmmii moTeHma a5 pocta 10xoa
Bonbmmii moTeHma s IpupocTa Kanurania

[IpaBo ronoca

PerynsipHbIit 1 ipegcKka3zyeMblil JOXO

Moka3satb OTBeT]

. J

)

e \
24. LleHTpanbHblAi 6aHK BHE3amnHO MOBbLICU MPOLEHTHbIe CTAaBKW, YEro HUKTO He

oXxupgan. Yto, ckopee BCero, NponsonaeT C LeHOW Ha ob6nmnraumm ¢ PUKCMPOBaAHHbIM
KYnoHom?

Omna BbIpacTeT
OHa ymanet
OHa He MIBMEHHUTCSA

Peaxkims 3aBUCUT OT KPeIUTHOTO PEUTHHIA SMUTEHTA

)

Moka3saTtb o-rBe'J

. J

~ ™)
25. MpowusBogHble GUHAHCOBbIE MHCTPYMEHTbl UCMOJMb3YIOTCA B ABYX Uenax —

XemKUpoBaHue u... (BbiIbepurTe NnogxoaAaLmnin BapmnaHT)

Criexymsammst
CHmKEeHIE pUCKa
CrpaxoBanue

CHimKeHIE HEOTPEIeICHHOCTH

)

Moka3saTtb o-rBe'J
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26. iHBecTOp nokynaeT ¢bioUYepCcHble KOHTPaKTbl HA HedTb. Kakol 13 cnepyowmx
BAapWAHTOB JlyyLle BCETrO ONUCbIBAET NO3ULINIO MHBECTOPA?

OO06s13aH nocTaBUTH HE(PTH TO 3apaHee COMIACOBAHHOMU LIEHEe B OTOBOPEHHYIO 1aTy B OyayIiem

O06s13aH nproOpecTH He(TH MO 3apaHee COMNIACOBAHHOM IIEHE B OTOBOPEHHYIO 1aTy B Oyaymiem

O06s13aH nocTaBUTH He(PTH TIO TIeHE, KOTOpast OyAeT OroBopeHa B OymymieM

O06s13aH prodpecTH He(TH MO LieHe, KoTopas OyneT oroBopeHa B OyayIiemM

E10Ka3aTb OTBEJ




4 )
23. When compared to equities, which of the following is considered an advantage

to an investor in bonds?

More scope for income growth
Greater potential for capital gain
Voting rights

Regular and predictable income

Reveal answer

. J

4 )
24. Interest rates are suddenly and surprisingly increased by the central bank. What

is most likely to happen to the price of fixed-coupon bonds?

It will increase
It will decrease
It will remain the same

The response depends on the credit rating of the issuer

Reveal answer

. y,
4 \
25. Derivatives are used for two major purposes — hedging and which of the

following?
Speculation
Risk reduction
Insurance
Reducing uncertainty

Reveal answer




4 N
26. An investor buys an oil future. Which of the following best describes the

investor’s position?

Obliged to deliver oil at a pre-agreed price on a future date
Obliged to purchase oil at a pre-agreed price on a future date
Obliged to deliver oil at a price to be agreed on a future date

Obliged to purchase oil at a price to be agreed on a future date

Reveal answer




e N
27. Kakon 13 cneayowmx BapnuaHToOB nyylle BCero onucbiBaet pyHKUMo GoHAOBOM

6upxn?

Co3nanne OUP)KEBBIX HHICKCOB
OO6cyxnenue pa3Mmepa TUBIICHIOB 10 aKIHAM

Crioco0CTBOBaHHE TOPIOBJIC (1)I/lHaHCOBI>IMI/I HUHCTPYMCHTaAMHU

[IpenocTaBieHre TWIOMIAIKH IJISI TIPOBEICHHST 00X COOpaHHUi MyOIMIHBIX KOMIIAHHIA

)

Moka3satb OTBeT]

. J

e N
28. Kakoh wn3 cnepylowmx MWHOEKCOB OTpa)kaeT LeHbl Ha aKuuMu MeHbLluero

Konnuyectsa nybNMYHbIX aMepPUKaHCKNX KOMMAHWIA?

S&P 500

[Tpomprinnennsiit uanexc oy-/xonca

DAX
FTSE 100
[ﬂoxasaTb OTBeT]
\. J
( )

29. Kypc ¢yHTa ctepnuHroB Kk gonnapy CLWIA cocrasnset 1,220 - 1,226. Kakoe n3
caefyowmnx yTeepxaeHnim AsnaeTca BepHbim?

JU71st OKYTIKM OJTHOTO (hyHTa CTEpIMHroB Heooxonumo 1,22 nomn. CLHA
Jns nokyrku oztHoro nomapa CIHIA weoOxommmo 1,22 ¢yHT. cTepiIuHroB
J171st TIOKYTIKK OHOTO (hyHTa CTEPIMHTOB Heooxonumo 1,226 momr. CIITA

Jns nokyrku oztHoro nomtapa CIIA weoOxommmo 1,226 ¢yHT. CTepIuHroB

)

Mokasatb OTBeT]
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30.TocnoaunH BaHc paboTaeT B KOMNaHUKM, KOTOPaa MMeET NEHCMOHHYIO MPOrpammy,
M OT Hero He TpebyeTca MPOU3BOAUTb Kakue-nmbo B3HOCHI. Kak nyudle Bcero
onucaTb Nogo6Hyto nporpammy?

Co B3HOCAMU

[MonrocThIO puHAHCHpYEeMast

ITepconanbhas
l'ocynapcTBenHast
E10Ka3a1b OTBe'J

~\




( )
27.Which of the following best describes the function of a stock exchange?

To generate market indices

To arrange the payment of dividends on shares

To facilitate trading in financial instruments

To provide a location for listed companies’ general meetings

Reveal answer

. J

~ ™
28. Which of the following indices is a narrow index that reflects share prices of US

listed companies?

S&P 500
Dow Jones Industrial Average
DAX

FTSE 100

Reveal answer

. J

( )
29.The US $ per £ rate is quoted at 1.220 - 1.226. Which of the following is correct?
$1.22 are required to buy £1

£1.22 are required to buy $1

$1.226 are required to buy £1

£1.226 are required to buy $1

Reveal answer




7

30. Mr Vance works at a company that provides him with a pension scheme that he
doesnot need to pay any money into. How would the scheme best be described?

Contributory
Fully funded
Personal

State

Reveal answer

~\




CTpyKTypa yuyeb6HOro Kypca




Syllabus Learning Map




KomnoHent 1 3TUKA N YECTHOCTb B COEPE ®MHAHCOBbIX YUIYT

1.1 BBepeHuMe: 3TUKaA M YeCTHOCTb B cpepe GMHAHCOBDBIX yCnyr
lMocne usyyeHUA KOMNOHEHMA KAHOUOAM OOJIXKeH:

1.1.1 3HaTb KnoYeBble NPUHLMMNbI STUYHOrO NoBeAeHUA B cpepe pUHAHCOBDBIX YCyr

Komnonent 2 CBEPEXXEHUE U NPEAOCTABJIEHUE SAEMHbIX CPEACTB

2.2 Bknagumku/3aemiymkui
lMocne usyyeHUA KOMNOHEHMA KAHOUOAM OOJIXKeH:

2.1.1 WmeTtb NnpepcTaBneHune o cpepe pUHaAHCOBDbIX YCNYT, KaK O NnolaaKe, CBoAALel 1L, UMeKoLMX N36bITOUYHbIE
cpepcTBa (BKNaguMku), C nMuamMmm, HYK4aloWMMNCA B fieHbrax (3aeMwmkun), nocpeacTsom:

e (OaHKOB (Oeno3uTbl, 3aliMbl)
® COOCTBEHHOrO KanuTtana (gonesoe yyactue)
e obnurauwmii (ponrosble PacnmcKu)

2.1.2 3HaTb, YTO B YMCJIO 3aeMLYNKOB BXOAAT KOMMNaHU N rocyAapCcTBa M YTO rocyJapcTBa BbiMYCKalOT He aKLuuu, a
o6nuraynm

2.1.3 3HaTb 0 HANNYNN CBA3N MeXAY YPOBHEM pUCKa N BepOATHOCTbIO BO3HarpaaeHma

2.1.4 3HaTb, uto cpepa GpMHAHCOBDIX YCNYT TaKXkKe BK/IOYaeT PbIHKW, NO3BONAOLIVIE UHBECTOPaM NOKynaTtb 1
npoAasaTb aKuuu 1 o6nurayun

2.1.5 3Hatb, uto cpepa ¢pMHAHCOBDIX YCYT TaKXKe BKJIlOYaeT NOCTaBLWKOB CTPAXOBbIX YC/YT, NO3BONAIOLMX
ynpasnfaTb puckamm

2.1.6 3HaTb, uTO cpepa pUHAHCOBDLIX YCAYT TaK)Ke BK/IIOYaeT BaNnioTHbIX AUN1€POB, NO3BONAILWNX OOMeHBaTb OAHY
Ba/lOTY Ha APYryIo ANA COACNCTBUA MeXAYHapOAHOI TOproBne



Element 1 Ethics and Integrity in Financial Services

1.1 Introduction: Ethics and Integrity in Financial Services
On completion, the candidate should:

1.1.1 Know the key principles of ethical behaviour in financial services

Element 2 Saving and Borrowing

2.2 Savers/Borrowers
On completion, the candidate should:

2.1.1 Know how the financial services industry can be viewed as linking those with surplus money (savers) and those
with a need for money (borrowers) in the following ways:

e via banks (deposits, loans)
® via equities (ownership stake)
e via bonds ('l owe you'’s)
2.1.2 Know that borrowers include companies and governments and that governments issue bonds rather than
equities
2.1.3 Know the relationship between the level of risk and the prospect of reward
2.1.4 Know that the financial services industry also includes markets to enable investors in equities and bonds to buy
or sell investments
2.1.5 Know that the financial services industry also includes insurance providers to enable financial risks to be
managed

2.1.6 Know that the financial services industry also includes foreign exchange dealers to allow one currency to be
exchanged for another to facilitate international trade



Komnonent 1 BAHKOBCKUE OIMNEPALINA

3.1 BbaHKOBCKMue onepauun
lMocne usyyeHUA KOMNOHEHMA KAHOUOAM OOJIXKeH:

3.1.1 3HaTtb pasHuuUy Mexay ob6cnyXuBaHuem ¢usnyecknx 1 L PUZNUYECKNX Ny

3.1.2 3HaTb XapaKTepuCTUKIN 1 TUNbl 3aliMOB, NpefocTaBAAeMbIX PU3NYECKNM NMLaM:
® (GaHKaMu — CCyfpl, UMOTEYHble KpeauTbl, oBepapadThl
® 6GaHKaMU 1 KOMNAHUAMU-IMUTEHTAMUN KPEAUTHBIX KapT — KPeauTHbIe KapTbl
® [pYrMMmn NCTOYHUKaMK — noMbapgbl, MUKPOKPEAUTbI

3.1.3 3HaTtb pasHuLy MeXAY HOMUHaNIbHOW NPOLIEHTHOI CTaBKOI1 MO 3aliMy 1 paKTuyecKo rogoBoN NPOLEeHTHON
CTaBKOW

3.1.4 YmeTb BblUNCAATb (I)aKTI/I‘-IECKyIO rogoBylo NPpoUEeHTHYIO CTAaBKYy Ha OCHOBe HOMMHAJIbHOI CTaBKU N YaCTOTbl
HaYvyncneHnAa npoueHToB

3.1.5 3HaTtb pa3nuuua mexay obecneyeHHbIMU N Heo6ecneyeHHbIMN 3alimamm

3.1.6 3HaTb, KaKue TUNbl 3aMMCTBOBaHMIA, CKOpee BCEero, OKaXKyTca goporumu (nombéapabl, MUKPOKpeAnTbI,
KpeAuTHble KapTbl, oBepapadTbl, HeobecneyeHHble KpeanTbl) 1 geweBbiMmn (06ecneyeHHble KpeauTbl, HAaNnpuMep
NnoTeYHble KpeanTbl)

3.1.7 3HaTb, YTO VHBECTULMOHHbIE GAaHKN MOMOTralT KOMMNaHUAM NMpUBeKaTb CPeACTBa 1 Aal0T peKoMeHAauum no
cTpaTernu, Hanpyumep No BONpocam CAAVAHUIA 1 NOTMOLEHWIA

3.1.8 MoHuMaTb poJb LLeHTPalNbHbIX 6AHKOB:
e GaHKMPbI 41l GAHKOBCKOWN CUCTEMDI
e GaHKMpbI 4A rocyjapcrea

® perynaTopbl (onpepeneHmne NPOLEHTHON CTaBKW)

KomnoHenTt 4 AKLUU

4.1 AKuum
lMocne usyyeHUA KOMNOHEHMA KAHOUOAM OOJIXKeH:

4.1.1 3HaTb 06 OCHOBaHMAX ANA BbiNyCcKa akuuii: puHaHCMpoBaHNe KOMNaHUN
4.1.2 3HaTb onpepeneHve NepBUYHOTro Ny6anYHoOro pasmeuieHus akuyun (IPO)



Element 3 Banking

3.1 Banking
On completion, the candidate should:

3.1.1 Know the difference between retail and commercial banking and the types of customer - individuals/corporates
3.1.2 Know the nature and types of borrowing available to retail customers:

e from banks - loans, mortgage loans, overdrafts

e from banks and credit card companies - credit cards

e from other sources — pawnbrokers, payday loans
3.1.3 Know the difference between the quoted interest rate on borrowing and the effective annual rate of borrowing
3.1.4 Be able to calculate the effective annual rate given the quoted rate and frequency of interest payment
3.1.5 Know the difference between secured and unsecured borrowing

3.1.6 Know what types of borrowing are likely to be relatively expensive - pawnbrokers/payday loans, credit cards,
overdrafts, unsecured loans and cheaper - secured loans, eg, mortgages

3.1.7 Know that investment banks help companies to raise money and advise them on strategy, eg, mergers and
acquisitions
3.1.8 Know the role of central banks:
e banker to banking system
e banker for the government

e regulatory role (interest rate setting)

Element 4 Equities

4.1 Equities

On completion, the candidate should:

4.1.1 Know the reasons for issuing shares (stock) - to finance a company
4.1.2 Know the definition of an initial public offering (IPO)



4.1.3 3HaTb NOTeHUMaANbHbIE UCTOYHMKIN AOX0AA OT aKLNA:

® [VBMAEHIDI

® MpPUPOCT KanuTana
4.1.4 YmeTb BbIMUCNATb AVBUACHAHYIO AOXOAHOCTb HA OCHOBaHUM Kypca akLuil 1 AMBUAEHAOB, BbiMJIaueHHbIX 3a rof
4.1.5 3HaTb, YTO aKLMUM NPefOoCTaBAAIOT CBOUM BagesibLiam NpaBo rosioca Ha co6paHNAX aKLLMOHEPOB KOMMaHUN
4.1.6 3HaTb pUCKWN, CBA3aHHbIE C BNageHnemMm akunamn:

® OTCyTCTBUE NPUOLUIN

e (GaHKPOTCTBO/Kpax

Komnonent 5 OBJIUFALIAA

5.1 3HaKOMCTBO Cc o6nuraynamm
lMocne usyyeHUA KOMNOHEHMA KAHOUOAM OOJIXKeH:

5.1.1 3HaTb onpepeneHune o6nuraynii 1 OCHOBaHWUA ANA NX BbiNycKa:
® anbTepHaTKBA 3aiMaM UIN SMUCCUN aKLI
5.1.2 3HaTb 3MUTEHTOB Oo6GAUraywin:
® rocyfapcrsa
® KOomMaHum
5.1.3 3HaTb xapaKTepucTUKu o6aurayni:
e [aTa noralwleHmsa
® perynAapHOCTb BbIMaTbl NPOLEHTOB
® BO3MOXHOCTb Kyrnn-npoJaku
5.1.4 3HaTb OCHOBHbIE TePMUHbDI:
® HOMMHan
® KyroH
® [aTa noralleHuns/BbIKyna
® [IOXOAHOCTb
5.1.5 3HaTb npenmyLecTBa M HeAOCTaTKN MHBECTUPOBaHNA B o6nurayun:
® perynAapHbIN 4OX04
®  PUKCUPOBAHHDIN CPOK MOraLleHns
® KpeamuTHbIN pUCK
5.1.6 MoHMMaTb posb PeNITUHIOBbIX areHTCTB:
® VHBECTULIMOHHAA KaTeropua/cnekynaTnBHas Kateropus

5.1.7 MoHumaTb BbIroAbl N pUCKK, CBA3aHHbIE C NCMOJIb30BaHeM 3aeMHOro Kanutana B CTpYKType ¢uHaHCcupoBaHUA
KoMMaHum



4.1.3 Know the potential sources of return from shares:

e dividend

e capital gain
4.1.4 Be able to calculate the dividend yield given the share price and the dividends paid in the year
4.1.5 Know that shares provide their owners with the right to vote at company meetings/assemblies

4.1.6 Know therisks involved in owning shares:
o lack of profit

e bankruptcy/collapse

Element 5 Bonds

5.1 Introduction to Bonds
On completion, the candidate should:

5.1.1 Know the definition of a bond and the reasons for issue:
e alternative to loans or issuing shares
5.1.2 Know the bond issuers:
e governments
e corporates
5.1.3 Know the features of bonds:
e repayment date
e frequency of interest payments
e tradeable
5.1.4 Know the key terms:
e nominal
e coupon
e redemption/maturity
e yield
5.1.5 Know the advantages and disadvantages of investing in bonds:
e regular income
o fixed maturity date
e credit risk
5.1.6 Know the role of credit rating agencies:
e investment grade/non-investment grade

5.1.7 Understand the benefits and risk of leverage in a company’s financing structure



Komnonent 6 MPOU3BOAHbIE ®UHAHCOBbIE UHCTPYMEHTDI

6.1 MpowusBoaHble PUHAHCOBbIE NHCTPYMEHTbI
lMocne usyyeHUA KOMNOHEHMA KAHOUOAM OOJIXKeH:

6.1.1 3HaTb cnoco6bl MpyMeHEeHNA NPoOnN3BOAHDbIX NHCTPYMEHTOB

6.1.2 3HaTb onpepgeneHuve n pyHKLUIO PblOYEPCHOro KOHTPaKTa

6.1.3 3HaTb onpepgeneHuve n pyHKLUIO ONLMIOHA

KomnoHent 7 PbIHKU

7.1 PblHKN
lMocne usyyeHUAa KOMNOHEHMA KAHOUOAamM OOJIXKeH:

7.1.1 3HaTtb pyHKUUM GOHAO0BOI GUPKN

7.1.2 3HaTb NPUYMHDbI, N0 KOTOPbIM KOMNAHUN NPOBOAAT NepBUYHOE Ny6nnyHoe pasmeweHue (IPO)

7.1.3 3HaTtb Ha3HauyeHue ¢pOHAOBOro NHAEKCa:

OTAENbHbIN PbIHOK

rno6asibHble PbIHKK

7.1.4 3HaTtb cnepyouwme GOHAOBbIE MHAEKCHI M PbIHKW, KOTOPble OHU NPeACTaBNAAIoT:

MpombiwneHHbIn nHAeKC Joy-IxoHca
S&P 500

FTSE 100

DAX

Hang Seng

Nikkei 225

Komnonent 8 [APYIUE OBJIACTU NMPEAOCTABJIEHUA OUHAHCOBDBIX YOUIYT

8.1 YnpaBneHue poHgom
lMocne usyyeHUA KOMNOHEHMA KAHOUOAM OOJIXKeH:

8.1.1 3HaTb NPUHLVA KONJIEKTUBHOTO MHBECTUPOBaHUA:

CpaBHeHMe C NPAMbIM UHBECTVPOBAHNEM
obbeayHeHne CPeacTs

e nuBepcdmKauma

KOMMNETEHTHOCTb



Element 6 Derivatives

6.1 Derivatives
On completion, the candidate should:

6.1.1 Know the uses and applications of derivatives
6.1.2 Know the definition and function of a future
6.1.3 Know the definition and function of an option

Element 7 Markets

7.1 Markets
On completion, the candidate should:

7.1.1 Know the function of a stock exchange
7.1.2 know the reasons why a company makes an initial public offering (IPO)
7.1.3 Know the purpose of a stock exchange index:
e single market
e global markets
7.1.4 Know the following stock market indices and which market they relate to:
e Dow Jones Industrial Average
e S&P 500
e FTSE 100
e DAX
e Hang Seng
o Nikkei 225

Element 8 Other Areas of Financial Services

8.1 Fund Management
On completion, the candidate should:

8.1.1 Know the principle of collective investment schemes:
e comparison with direct investment
e pooling
o diversification

e expertise



8.2 BanioTHble onepauuv
lMocne usyyeHUAa KOMNOHEHMA KAHOUOAamM OOJIXKeH:

8.2.1 3HaTb 6a30Bble XapaKTepUCTUKMN pbIHKa BaJlloOTHO-06MeHHbIX onepauuii:
® BaJ/IlOTHblE onepauun

® 0OMeHHbIN KypC

8.3 CrpaxoBaHue
lMocne usyyeHUs KOMNOHEHMA KAHOUOAM OOJIXKeH:

8.3.1 3HaTb TUMbI AOCTYNHOrO CTPaXxoBaHMNA:
® VHOMBWOYyaNbHOE
e KopropaTnsHoe

® KOHLIeNuMA cMHanKaTa

8.4 MnaHupoBaHVe NeHCMOHHOro o6ecneyeHunnA
lMocne usyyeHUA KOMNOHEHMA KAHOUOAM OOJIXKeH:

8.4.1 MNMoHMMaTb BaXKHOCTb MNJIAaHUPOBAHUNSA NEeHCUOHHOro o6ecneyeHun

DK3aMeHaLNoHHble TpeboBaHMA

B ocHOBe KaXAoro 3K3amMeHauMOHHOTo 3afaHunsa nexaT TpeboBaHUA K dK3aMeHy, KoTopble
coaep)aT BecoBble  KOIpPUUMEHTbl  ONA  KaXAoro OTAEeNIbHOrO  KOMMOHEHTa.
JK3aMeHaLUNOHHble TpeboBaHMA NPUBOAATCA HUXeE.

Ba)KHO OTMeTNTb, UTO YKa3aHHble 3HaYeHNA MOTYT He3HaUYNTeNbHO OTNNYATbCA ANA Pa3HbIX
3K3aMeHOB, 3a CYyeT yero obecrneuymBaeTtcAa rMOKOCTb ANA noapep’kaHMA O[MHAKOBOTrO
YPOBHA CJTOXHOCTY 3aaHNN.

Homep KomnoHeHTa KoMmnoHeHT Bonpocbi
1 3TUKa N YeCTHOCTb B cdhepe GPUHAHCOBBIX yCnyr 1
2 CbeperkeHre 1 NpefocTaBieHNe 3aeMHbIX CPeACTB 4
3 baHKoBCKMe onepaunm 5
4 AKLMN 5
5 O6nuraynn 6
6 MNpown3soaHble GUHAHCOBbIE NHCTPYMEHTDI 1
7 PblHKN 4
8 Apyrvie obnact npepocTaBneHna GUHaAHCOBbLIX yCnyr 4
Utoro 30




8.2 Foreign Exchange
On completion, the candidate should:

8.2.1 Know the basic characteristics of the foreign exchange market:
e currency trading

e exchangerate

8.3 Insurance
On completion, the candidate should:

8.3.1 Know the types of insurance available:
e personal
e corporate
e the concept of syndication

8.4 Retirement Planning
On completion, the candidate should:

8.4.1 Know the importance of planning for retirement

Examination Specification

Each examination paper is constructed from a specification that determines the weightings
that will be given to each element. The specification is given below.

It is important to note that the numbers quoted may vary slightly from examination to
examination as there is some flexibility to ensure that each examination has a consistent
level of difficulty.

Element Number Element Questions
1 Ethics and Integrity in Financial Services 1
2 Saving and Borrowing 4
3 Banking 5
4 Equities 5
5 Bonds 6
6 Derivatives 1
7 Markets 4
8 Other Areas of Financial Services 4
Total 30
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