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Instructions:

(1)The test contains two passages for reading and writing. Following each
reading passage, there is a topic for writing. Each piece of writing
weights 50%.

(21t is required that you write in English. Points will not be awarded if not
written in grammatically complete and correct sentences. Please also
note that illegible handwriting may result in examiners being unable to
award points.

(I)Passage One

If this business were split up, I would give you the land and bricks and mortar, and I would
take the brands and trade marks, and I would fare better than you. ”
— John Stuart, Chairman of Quaker (ca. 1900)

In the last quarter of the 20th century there was a dramatic shift in the understanding of
the creation of shareholder value. For most of the century,
tangible assets were regarded as the main source of business value. These included
manufacturing assets, land and buildings or financial assets such as receivables and
investments. They would be valued at cost or outstanding value as shown in
the balance sheet. The market was aware of intangibles, but their specific value remained
unclear and was not specifically quantified. Even today, the evaluation of profitability and

performance of businesses focuses on indicators such as return on investment, assets or equity

that exclude intangibles from the denominator. Measures of price relatives (for example,
price-to-book ratio) also exclude the value of intangible assets as these are absent from
accounting book values.

This does not mean that management failed to recognize the importance of intangibles.
Brands, technology, patents and employees were always at the heart of corporate success, but
rarely explicitly valued. Their value was subsumed in the overall asset value. Major brand
owners like The Coca-Cola Company, Procter & Gamble, Unilever and Nestlé were aware of
the importance of their brands, as indicated by their creation of brand managers, but on the
stock market, investors focused their value assessment on the exploitation of tangible assets.

The increasing recognition of the value of intangibles came with the continuous increase
in the gap between companies’ book values and their stock market valuations, as well as sharp
increases in premiums above the stock market value that were paid in mergers and
acquisitions in the late 1980s. Today it is possible to argue that, in general, the majority of
business value is derived from intangibles. Management attention to these assets has certainly
increased substantially. And the brand is indeed a special intangible that in n.any businesses is

the most important asset.

(1) Writing: Discuss the change of value in recognizing the different types of corporate
assets. Further analyze brand valuation based on John Stuart’s statement and the passage
above. 50%

(II)Passage Two

Asia’s emerging economies are bouncing back much more strongly than any others.
While America’s industrial production continued to slide in May, output in emerging Asia has
regained its pre-crisis level. This is largely due to China; but although production in the
region’s smaller economies is still well down on a year ago, it is rebounding in those countries
too. Taiwan’s industrial output rose by an annualized 80% in the three months to May
compared with the previous three months. JPMorgan estimates that emerging Asia’s GDP has
grown by an annualized 7% in the second quarter.

Asia’s ability to decouple from America reflects the fact that the region s downturn was
caused only partly by the slump in American activity. In most Asian economies falling
domestic demand was more important than the drop in net exports in explaining the collapse
in GDP growth. The surge in food and energy prices in the first half of 2008 squeezed profits
and spending power. Tighter monetary policy aimed at curbing inflation then further choked

domestic demand.
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The recent recovery in industrial production reflects the end of destocking by
manufacturers as well as the large fiscal stimulus by most governments. But the boost from
both of these factors will fade. Meanwhile, export markets in developed economies are likely
to remain weak. So the recovery in Asian economies will stumble unless domestic spending,
notably consumption, perks up.

Consumers’ appetite to spend varies hugely across the region. In China, India and
Indonesia spending has increased by annual rates of more than 5% during the global
downturn. China’s retail sales have soared by 15% over the past year. This overstates the true
growth rate because it includes government purchases, but official household surveys suggest
that real spending is growing at a still-impressive rate of 9%. In the year to May, sales of
household electronics were up by 12%, clothing by 22% and cars by a stunning 47%.

Elsewhere in the region, spending has stumbled, squeezed by higher unemployment and
lower wages. In Hong Kong, Singapore and South Korea real consumer spending was 4-5%
lower in the first quarter than a year earlier, a much bigger drop than in America. But Frederic
Neumann, an economist at HSBC, sees tentative signs that spending is picking up. Taiwan’s
retail sales rose in May for the third consecutive month. Department-store sales in South

Korea rose by 5% in the year to May.

(2) Writing: Discuss the various evidence and reasons that demonstrate Asians’ potential to
replace Americans as a driver of global economic growth. If so, in what way this can be
realized? In your writing, you can analyze by incorporating both the author’s and your

views. 50%




