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The Credit Crunch {5RRE4%

Britons Feeling the Pinch #E A\ B3| FLiERE

Read the text below and do the activity that follows.
B8 2 T TH I SC, ARG ek

If you watch the news in Britain or look at a British newspaper at the moment,
a term you are more than likely to come across is ‘credit crunch’. It has
become a bit of a buzzword, but what does it mean?

Well, it's a financial term and it means that people in Britain are feeling the
pinch right now. A credit crunch means banks have a shortage of money to
loan people, which in turn has an effect on many other things. It's the effect
this shortage of money has which is called the credit crunch.

The beginnings of this problem can be traced back to America, where people
with a poor credit history were allowed to take out mortgages, which they
were unable to repay.

Banks often lend money to and borrow money from each other, something we
might not have realised they actually do. It was certainly cheaper for banks in
America to get money this way, than to borrow money from America's Federal
Reserve, their central bank.

A lot of these loans that people were unable to pay back were sold on to other
banks, many of them in the UK.

As banks did not know the level of debt they were acquiring, they no longer
wanted to lend money to or borrow money from other banks. There is now
less movement of money between banks and therefore a shortage of available
money.

Banks and other financial institutions have to compensate for this by
increasing fees and rates on products such as mortgages, loans and credit
cards. Consequently, the average man on the street is affected as it is
harder for them to borrow money with these increased rates.

Britons are also affected because the cost of living continues to rise; food,
petrol and utility bills are all on the up and that means they have less
money to spend on a day-to-day basis too.

So many Britons are seeking advice on how to tighten their belts, as it
looks like the credit crunch may be around for some time.
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Glossary JICE

aterm — AKig, 4&iA

buzzword — HRATiA

feeling the pinch — L, 4

a shortage — 55t

in turn — 53

poor credit history — R R 585 5

mortgages — #IF K

debt — %%

financial institutions — &L

to compensate — #M%, FRHb

fees — #H

rates — F| &

the average man on the street —

—&N, FEA

the cost of living — &#%E%#H

petrol — ¥Rl (ERIHE)

utility bills — K%

on the up - &% EH, Lk

on a day-to-day basis — §H, H¥

seeking advice — FRK&IY

to tighten their belts — HE L

1. Reading Quiz 1 [F#2MiEs 1

Are these sentences true or false? Circle the correct answer.

DT RTFHARE?7HARMR? HEHIERESR.

1. People in Britain have lots of spare cash at the moment. True / False

2. A credit crunch means banks have too much money to loan people. True /

False

3. The credit crunch started in America. True / False

4. It is harder to borrow money from the bank because it costs more.

True / False

5. The cost of living is becoming more expensive in the UK. True / False
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2. Reading Quiz 2 [FiEmas 2

Answer the following questions about the text. You should write a
short answer (1 to 6 words).

BT _ECE, EH 1-6 i ] S E A T 5 ) .

1. What term has become a bit of a buzzword?

2. What do banks have a shortage of during a credit crunch?

3. In America, what kind of people took out mortgages that they couldn't
repay?

4. What's America's central bank called?

5. What happened to the loans the American banks gave out?

6. What have banks and other financial institutions increased to compensate
for the shortage of money?

7. What continues to rise in the UK?
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3. Money Expressions X TE8HFEE

Match the following money related terms and expressions on the left
with their correct meanings on the right.

AR T BRRARERFE A L IER K RREEL
1. to feel the pinch a. to have no money

2. skint b. there is a limited amount of money to
spend in life

3. money doesn't grow in trees c. to be restricted by a shortage of money

4. to tighten your belt d. to spend less money because you don't
have as much

Now complete the sentences below using one of the expressions or
words from above.

H MU B BIARE RIS PG R IE R K — R T S AR T

1. I'd love to go to the concert with you but | am afraid | am totally

2. You are going to have now, as all of your bills have gone up —
you just won't have as much money to spend anymore.

3. No I can't give you money for a new computer game. , you
know!
4. People in Britain are starting to because of the credit crunch.
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4. Wordsearch Hif#x

Try to find the words associated with the credit crunch in the puzzle
below.

There are ten words to find. Words can be written horizontally (g),
vertically (1) or diagonally (m)

T T KRR, Rl 5EREE RNZEE R,
FAEL0MHIA, HARTAARUAKTH (9) ZEK (1) BXAK (m) B HIR.

| o |a |r |a |t |i n |s |e |d |a
c |r |a |f e |f i n |a [n |f |s
b |o |[r |n |] d |i t |g |a |i h
o |u |b (o |r |r |i I o |i n |o

w e |t |s |h |o |[r |t |g |a |[i g
s |h |o |e |s |t |r |g |a |g |a |e
c (o m|p |l e |n |d |e |n |I a
m|o |r |t |g |a |g |e |I o |n |d

buzzword credit financial loan mortgage
shortage lend borrow compensate rates
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Answers &x

1. Reading Quiz [FAEW%E

Are these sentences true or false? Circle the
correct answer.

DTRATFHAOEEMARER? HEHERHER.

1. People in Britain have lots of spare cash at the
moment. False

2. A credit crunch means banks have too much
money to loan people. False

3. The credit crunch started in America. True

4. It is harder to borrow money from the bank
because it costs more. True

5. The cost of living is becoming more expensive in
the UK. True

3. Money Expressions X THHEE

Match the following money related terms and
expressions on the left with their correct
meanings on the right.

ERELF T ERIRERRENG L ERNRRESR.
1.c 2.a 3.b 4.d

Now complete the sentences below using one of
the expressions or words from above.

HA AR ERZE P EFERN—RER T FIENE
T

1. I'd love to go to the concert with you but | am
afraid | am totally skint.

2. You are going to have to tighten your belt now
all of your bills have gone up — you just won't have
as much money to spend anymore.

3. No | can't give you money for a new computer
game. Money doesn't grow on trees, you
know!

4. People in Britain are starting to feel the pinch
because of the credit crunch.
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2. Reading Quiz 2 [FEME 2

Answer the following questions about the text.
You should write a short answer (1 to 6 words).
RiRT R30E, v 1-6-4E f St B & T 5 )

1. What term has become a bit of a buzzword?

(The) credit crunch.

2. What do banks have a shortage of during a credit
crunch?
Money to loan people.

3. In America, what kind of people took out
mortgages that they couldn't repay?
People with a poor credit history.

4. What's America's central bank called?
The Federal Reserve.

5. What happened to the loans the American banks
gave out?
They were sold on to other banks.

6. What have banks and other financial institutions
increased to compensate for the shortage of money?
Fees and rates (on products such as loans

mortgages and credit cards).

7. What continues to rise in the UK?
The cost of living.

4. Wordsearch HFE#HZE
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