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  	PREFACE
	

	

	


	
  	
  	

	

	
  	The banking profession has developed a language of its own. While banking uses the everyday language of business, bankers express ideas and concepts and speak words and phrases which have a special meaning within the banking community. Furthermore, the academic disciplines of economics, finance, real estate, investments, insurance and others have crossed over into the world of banking and have broadened and enriched the language of banking. The professions of law, accounting, and government are highly specialized, technical, and practical undertakings with numerous applications to the world of banking. All of these connections make banking a unique force in a global arena. This being the case, it is essential that the language of banking be understood as embracing the specialized expressions of the related academic disciplines and the professions within a global arena. This dictionary recognizes these financial professionals relationships.
	

	

	


	
  	
  	

	

	
  	This Dictionary of Banking provides a comprehensive, understandable, and reliable description of banking and its language. Nevertheless, it should be clearly understood that no dictionary can ever be complete. Banking practices and products change almost daily and from bank to bank. Banking laws and institutions, academic research, and a banker's ingenuity are as complex and creative a mix as the human spirit can devise. However, it should be expected of the person who undertakes the compiling of a banking dictionary that he or she would adhere to a high standard of writing and research and apply that standard to what is put into a computer and onto a printed page. Above all else, it is the author's hope that this dictionary will be a practical, everyday, desktop tool for bankers and other financial professionals associated with banking in any way as well as the general reader who seeks clear, concise, and accurate but not encyclopedic information. If it is useful, it will have met the author's highest expectations.
	

	

	


	
  	
  	

	

	
  	The test for including a word or phrase in this dictionary were the applicability of the term to banking and the possibility that a financial professional might want to know its meaning. Over 5,000 entries are presented in this dictionary. It should be understood that such an undertaking cannot reflect all of the nuances of the language. Even Webster is not held accountable to such a standard.
	

	

	


	
  	
  	

	

	
  	The author has utilized original sources wherever possible and verified secondary sources whenever relied upon. The author has drawn heavily from
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  	official documents and publications, especially those of banking regulatory agencies and the Financial Accounting Standards Board (FASB) for authoritative definitions and descriptions. The author had access to Probus' outstanding publications which were of invaluable assistance in the preparation of this dictionary.
	

	

	


	
  	
  	

	

	
  	Illustrations and charts have been provided where their inclusion would provide clarification. A glossary of acronyms is presented at the end of the dictionary for the convenience of the user. One simple alphabetical listing for all entries is utilized.
	

	

	


	
  	
  	

	

	
  	The author appreciates the assistance and encouragement provided by the entire Probus Publishing Company establishment through every stage of this project. He also cheerfully and openly acknowledges that this book would never have been undertaken, less written, were it not for the patience and support of Colette.
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  	A
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  	ABANDON

The act of an option holder in electing not to exercise oroffset an option; to give us a possession, claim, or right, such as to abandon an asset.
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  	ABANDONMENT

In law, generally the express or implied surrender of life, possession, or claim; in finance, inactive or dormant deposit accounts and other forms of intangibles, unclaimed dividends and interest, cash surrender or matured values of life insurance policies, and others.
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  	ABATEMENT

A reduction in legacies in a will when assets are not sufficient to provide for all legacies.
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  	ABA TRANSIT NUMBER 

The code number assigned to a bank referring to the numerical transit system developed by the American Bankers Association to expedite the collection of transit items (checks and other items on out-of-town banks).
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  	ABERRATION 

Deviation from a norm, right, or what is prescribed.
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  	ABET 

To support, assist, or approve, as in a wrongdoing.
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  	ABEYANCE 

A banking terms that refers to a temporary suspension of title to property before the correct owner is established.
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  	ABILITY TO PAY THEORY 

The taxing doctrine that tax burdens should be distributed according to ability to pay, and that rates therefore should be progressive (rates rising as the tax base increases), based on the normative principle of minimizing sacrifice of taxpayers having varied financial circumstances; in finance, a borrower's ability to meet principal and interest payments on obligations out of earnings or cash flows.
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  	ABOVE PAR 

A price quoted above the face value of a security.
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  	ABRASION 

The loss of weight in coins occasioned by friction, i.e., ordinary wear and tear of circulation, as distinguished from loss of weight due to mutilation, debasement, clipping, or sweating.
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  	ABSOLUTE AUCTION 

An unrestricted auction where the property is sold to the highest bidder despite any minimum price.
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  	ABSOLUTE PRIORITY RULE 

The principle that creditors' rights are to be satisfied in full before stockholders' equities, in corporate liquidation or reorganization; in bankruptcy proceedings, a rule that ranks creditors in terms of administrative expenses related to bankruptcy, statutory priorities (such as taxes and wages), unsecured creditors, and ultimately to stockholders.
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  	ABSOLUTE TITLE 

Unqualified ownership of personal property or ownership of real property in fee simple, such a title confers and assigns absolute right to the property in perpetuity on the owner, heirs, or representatives
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  	ABSORB 

When buying orders are in insufficient volume to counterbalance selling orders without a substantial change in prices, the stock or other market is said to absorb or assimilate offerings.
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  	ABSTRACTION OF BANK FUNDS 

The wrongful taking of bank funds for personal use.
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  	ABSTRACT OF TITLE 

A complete historical summary of all recorded documents affecting the title to a particular piece of real property, showing in chronological order all recorded grants and conveyances and identifies all recordedeasements, mortgages, wills, tax liens, judgments, pending lawsuits, marriages, divorces, and similar matters that might affect the title.
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  	ACCELERATED DEPRECIATION 

A depreciation method that produces progressively smaller amounts of depreciation expense each accounting period, such as sum-of-theyears'-digits method and the double-declining-balance method.
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  	ACCELERATION CLAUSE 

A clause in a note, bond, or mortgage providing for quickening or advancing date of payment of the entire balance due because of breach of some specified condition, such as default in payment of interest or installment of principal when due, insolvency of the debtor, failure to keep mortgage premises insured, etc.
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  	ACCEPT 

To acknowledge or agree to pay.
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  	ACCEPTABILITY

A term relating to paper offered for rediscount as well as paper offered as collateral for advances from the Federal Reserve Bank on the borrowing member banks own collateral note; technically eligible and collectible in the opinion of the Federal Reserve Bank; a property of an information system referring to the ability of user to recognize the presence of the desired data.
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  	ACCEPTANCE

One of the essential conditions necessary for a contract to be legally binding; as applied in a time draft or bill of exchange, acceptance is the drawee's indication of intention to pay at maturity; technically, the term consists of the act of accepting a time draft or bill of exchange by the drawee; a term commonly used to designate the accepted bill itself.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ACCEPTANCE CREDIT

A means offinancing import and export, as well as domestic transactions by arranging an acceptance credit with a bank, banks being subject to statutory and administrative regulations of their acceptance activity.
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  	ACCEPTANCE LIABILITY

The total liability that a bank assumes in accepting bills drawn on it by its customers in the financing of export, import, and domestic transactions.
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  	ACCEPTANCE LINE 

The maximum limit in dollars that a bank commits itself to accept for a customer.
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  	ACCEPTANCE REGISTER

A journal in which details of bills accepted by the bank for its customers are recorded chronologically.
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  	ACCEPTANCE SAMPLING 

A formof statistical sampling based on the acceptance or rejection of sample items.
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  	ACCESS 

Ability to get information, use a computer program, or meet a person.
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  	ACCESS DEVICE

A card, code, or other means of access to a consumer's account, or any combination thereof, that may be used by the consumer for the purpose of initiating electronic fund transfers.
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  	ACCESSION

In law, the doctrine that the owner of property is entitle to all that is added or united to it, either naturally orby the labor or materials of another.
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  	ACCOMMODATION

Supplying with funds when application for credit is made to a bank, often arranged beforehand by means of a line of credit.
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  	ACCOMMODATION BILL OF LADING 

A bill of lading issued by an agent of acommon carrier prior to receipt of the merchandise, usually to enable the seller to present documents to a bank before a specified time limit.
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  	ACCOMMODATION PAPER

A note or bill signed by a party as maker, acceptor, or endorser to accommodate another party whose credit is not strong enough to enable him or her to borrow on his or her own name, common in personal and business lending.
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  	ACCOMMODATION PARTY

A party to a negotiable instrument who signs a note or bill as maker, acceptor, or endorser, to accommodate another party and enhance the credit worthiness of the paper, the accommodation party being the one who signed an instrument without receiving value therefor.
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  	ACCORD AND SATISFACTION 

Asettlement of a claim where the creditor agrees to accept in payment something different from what might be enforced legally.
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  	ACCOUNT

A form or place used to collect and record data arising from transactions affecting a single item or person, such as cash, inventory, account receivable, account payable, or bank or brokerage account, which operates according to the following rules for increasing and decreasing an account.
	

	

	



		
  	
  	

	

	
  	Debit an account to:
	

	

	


		
  	
  	

	

	
  	Credit an account to:
	

	

	



		
  	
  	

	

	
  	1. Increase an asset
	

	

	


		
  	
  	

	

	
  	1. Decrease an asset
	

	

	



		
  	
  	

	

	
  	2. Decrease a liability
	

	

	


		
  	
  	

	

	
  	2. Increase a liability
	

	

	



		
  	
  	

	

	
  	3. Decrease owners'
	

	

	


		
  	
  	

	

	
  	3. Increase owners'
	

	

	



		
  	
  	

	

	
  	equity
	

	

	


		
  	
  	

	

	
  	equity
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  	"An extension of credit" (Regulation B, 12 CFR 202.2 (a); "a demand deposit (checking), savings, or other consumer asset account held either directly or indirectly by a financial institution and established primarily for personal, family, or household purposes." Regulation E, 12 CFR 205.2 (b); "a deposit that is a transaction account." Regulation CC, 12 CFR 229.2 (a); ''accounts at a bank from which the account holder is permitted to make transfers or withdrawals by negotiable or transferable instrument, payment order of withdrawal, telephone transfer, electronic payment, or other similar means for the purpose of making payments or transfers to third persons or others, and accounts at a bank from which the account holder may make third-party payments at an ATM, remote service unit, or other electronic device, including deposits or accounts described in 12 CFR 204.2 (d)(2) even though such accounts permit third-party transfers, an account may be in the form of a demand deposit account, a negotiable order of withdrawal account, a share draft account, an automatic transfer account, or any other transaction account described in 12 CFR 204.2 (e).
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  	ACCOUNTABILITY

The duty or obligation to maintain accurate records, to be accountable for actions, persons, or entrusted resources, or to explain, report, or justify responsibility.
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  	ACCOUNT ANALYSIS 

A comparison of the cost of service provided to support a checking account and the earnings on the balance in the account during a defined period of time.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ACCOUNTANT

A professional along with those who practice law, medicine, education, and certain other endeavors in which the professional provides accounting, auditing, taxation management consultant, and other services; a certified public accountant (CPA) is
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  	ACCOUNTING PERIOD

an accountant who has fulfilled certain requirements (education, qualifying experience, and an acceptable score on a national written examination) established by state law for the practice of public accounting and becomes licensed to practice public accounting in that state.
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  	ACCOUNT CURRENT

The monthly or periodic statement prepared by a factor in account with the factor's client.
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  	ACCOUNT DAY

One of the settlement days on the London Stock Exchange, where settlements are made twice a month.
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  	ACCOUNTEXECUTIVE

Anemployeeresponsible for managing a client's account, as in brokerage and advertising.
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  	ACCOUNTING 

A service activity the function of which is to provide quantitative information, primarily financial, about economic activities that is intended to be useful in making economic decisions and reasoned choices among alternative courses of action; an information system that accumulates, processes, and communicates information, primarily financial, about a specific economic entity.
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  	ACCOUNTING ASSOCIATIONS 

Organizations established to promote the interests of their members and of the accounting profession in general, including the American Institute of Certified Public Accountants (AICPA), the American Accounting Association (AAA), the Financial Executive Institute (FEI), the American Women's Society of Certified Public Accountants, Beta Alpha Psi (the national honorary fraternity of students majoring in accounting), and others.
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  	ACCOUNTING ASSUMPTIONS

Broad concepts that underlie generally accepted accounting principles, including the businessentity assumption, the going-concern assumption, the periodic and timely reporting assumption, and the monetary unit assumption.
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  	ACCOUNTING BASIS

Methods for recognizing revenues, expenses, assets, and liabilities in accounting statements, including the accrual, cash, and modified-cash bases. In accrual accounting, revenue and gains are recognized in the period when they are earned; expenses and losses are recognized in the period when they are incurred. Accrual-basis accounting is concerned with the economic consequences of events and transactions rather than only with cash receipts and cash payments. Cash-basis accounting recognizes only transactions involving actual receipts and disbursements of cash occurring in a given period. Cash-basis accounting recognizes revenues and gains when cash is received, and expenses and losses when cash is paid. Modified-cash basis accounting capitalizes certain expenditures and amortizes them in the future.
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  	ACCOUNTING CHANGES

Changes in the way an item is measured or reported in financial statements caused by changing accounting principles or methods, accounting estimates, or reporting entity.
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  	ACCOUNTINGCONCEPTS

Broadfundamental concept that provide the fundamentals on which financial accounting and reporting standards are based. The components of which include objectives of financial statements, qualitative characteristics of accounting information, elements of accounting (assets, liabilities, revenue, expenses, etc.), recognition and measurement relating to when an element should be included in the statements and principles governing the valuation of those elements, and reporting or display in financial statements.
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  	ACCOUNTING CONTROLS

Procedures that include the plan of organization and records dealing with the broad objectives of safeguarding assets and improving the reliability of financial records required for the preparation of financial statements. Accounting controls are concerned primarily with systems of authorization and approval, controls over assets, internal auditing procedures, and other financial matters.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ACCOUNTING CYCLE

A sequence of activities that records, summarizes, and reports economic events and transactions. The steps in the accounting cycle include journalizing, posting to a ledger, taking a trial balance, adjusting the accounts, preparing financial statements, closing the accounts, and taking a post closing trial balance.
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  	ACCOUNTING ENTITY

The unit or organization that is being accounted for, e.g., XYZ Co., Chicago, Mercy Hospital, John Doe.
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  	ACCOUNTING EQUATION

The relationship that exists among assets, liabilities, and owners' equity. In its simplest form, the accounting equation can be represented as follows: 

ASSETS - LIABILITIES = CAPITAL
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  	ACCOUNTING FUNCTIONS 

The accumulation, measurement, and communication of numbers and measurable quantities of economic information about an enterprise, expressed graphically as a process.
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  	ACCOUNTING PERIOD

The time period for which financial statements are prepared, e.g., if the reporting period begins on January 1 and ends on December 31, it is referred to as a calendar-year accounting period: any other beginning and ending period of one year is
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  	called a fiscal-year accounting period.
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  	ACCOUNTING POLICIES

The specific accounting principles and the methods of applying those principles that are judged by the management of the enterprise to be the most appropriate in the circumstances to fairly represent a financial position, results of operations, and cash flow in accordance with generally accepted accounting principles.
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  	ACCOUNTING PRINCIPLES

Concepts, methods, and procedures that have become generally accepted as the basis for recording business transactions for the preparation of financial statements.
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  	ACCOUNTING PROCEDURES

Accounting rules and practices associated with the operations of an accounting system that lead to the development of financial statements, dealing with the methods, practices, and techniques used to carry out accounting objectives and to implement accounting principles, e.g., LIFO, FIFO, and other inventory methods, straight-line and sum-of-the-years' digits and other depreciation methods. are accounting procedures.
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  	ACCOUNTING PROFIT

In accounting, a net concept which refer to amounts resulting from the deduction from revenues, or from operating revenue, of cost of goods sold, expenses, andlosses; in economics, accounting profit is defined, for a given time period, as total revenue minus total costs: in this calculation, total cost includes the firm's explicit costs of operations such as wage payments and interest on capital equipment.
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  	ACCOUNTING STANDARDS BOARD

(FASB) The organization with primary responsibility for accounting standards in the United States.
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  	ACCOUNTING SYSTEM

A management information system that is responsible for the collection and processing of data to produce information useful to decision makers in planning and controlling the economic
	

	

	



			
  	
  	

	

	
  	Source Documents
	

	

	


	
		
  	
  	

	

	
  	Journals
	

	

	


		
  	
  	

	

	
  	Ledgers
	

	

	


		
  	
  	

	

	
  	Trial Balance
	

	

	



			
  	
  	

	

	
  	Financial Statements
	

	

	


	
			
  	
  	

	

	
  	Collection
	

	

	


	
		
  	
  	

	

	
  	Classifying
	

	

	


		
  	
  	

	

	
  	Processing
	

	

	


		
  	
  	

	

	
  	Maintenance
	

	

	



			
  	
  	

	

	
  	Outputs
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  	activities of an organization, dealing primarily with financial information as it relates to the flow of financial resources through the organization.
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  	ACCOUNTING THEORY

A systematic statement of accounting principles and methodology, the objective of accounting theory being to establish a framework or reference to guide and evaluate accounting practice.
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  	ACCOUNTS PAYABLE

Accounts due to creditors as shown by the books of a business, but not evidenced by notes, drafts, or acceptances; the aggregate sum due to trade creditors; a control account in the general ledger to indicate the total of balances due to creditors on open book accounts as shown by the subsidiary ledger.
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  	ACCOUNTS RECEIVABLE

Amounts due from customers as shown by the books of a business, but not evidenced by notes, drafts, or acceptances; the aggregate sum due from trade debtors; a control account in the general ledger to indicate the total of balances due from customers on open book accounts.
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  	ACCOUNTS RECEIVABLE FINANCING 

A form of collateralized lending in which accounts receivable are the collateral, often using the following procedure: a bank or other lender lends money against an agreed on percentage of accounts receivable assigned to it, usually in the range of 50 to 90 percent; the borrower extends credit and makes collections; customers are not notified of the assignment of their debt to the bank; collections pay down the loan and new loan funds are often granted as new receivables are generated.
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  	ACCOUNTS RECEIVABLE TURNOVER

A basis for measuring credit risk by ascertaining how fast the accounts receivable are being collected and whether the credit terms of the company are being fulfilled as shown by collections. The ratio expressing the relationship between credit sales and accounts receivable, with turnover referring to how often the average receivables were collected during the period, is computed as follows:
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  	ACCOUNTS SALES

A statement submitted by a consignee, broker, or other commission merchant or agent, showing the proceeds of the sale of goods or securities sold for the account of the owner.
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  	ACCRETION 

In computing yields and in valuation of bonds bought at discounts below par, a term synonymous with the accumulation of the discount to maturity; in law, the doctrine that an owner's property, and hence
	

	

	















 

  	
  	
  	
  



	




	Page 5

	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	the security of any liens or mortgages thereon, is increased by the added land resulting from the gradual action of the elements, such as the gradual and permanent receding of a stream or lake; the asset growth that occurs due to factors such as internal expansion, development, or acquisition.
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  	ACCRUAL 

The accounting process of recognizing assets or liabilities and the related liabilities, assets, revenues, expenses, gains, or losses for amounts expected to be received or paid, usually in cash, in the future.
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  	ACCRUAL BASIS 

A basis of accounting in which income and expenses are recorded on the books for the fiscal period in which they are earned or incurred, regardless of whether the income was actually received or expenses actually paid in that period.
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  	ACCRUE 

To be added or to increase periodically, as in interest income or interest expense.
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  	ACCRUED EXPENSES

Expenses that are recognized in the accounts and statements prior to collection of cash, representing a liability.
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  	ACCRUED INTEREST 

Interest earned but not yet due and payable; interest accruing on such financial instruments as promissory notes, commercial paper, fixed interestbonds, and debentures, representing an asset or a liability; the current value of the next coupon payment due on a bond or note.
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  	ACCRUED INTERESTRECEIVABLE

Interest accrued on loans and other investments, but not yet collectible, representing an asset.
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  	ACCRUED REVENUE 

Revenue that is recognized prior to the collection of cash; revenue that has been earned but not yet received in cash, representing an asset.
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  	ACCUMULATED BENEFIT OBLIGATION

(ABO) An actuarial estimate of the aggregate amount to be paid to retirees and present employees assuming immediate termination of a pension plan.
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  	ACCUMULATED DEPRECIATION 

The total depreciation record for an asset or group of assets since acquisition; the cumulative total of periodic depreciation charges from the date of acquiring a tangible fixed asset.
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  	ACCUMULATED EARNINGS TAX

An additional tax imposed on a corporation that allows its earnings to accumulate, instead of being distributed, to avoid payment of tax on dividends in high brackets by individual stockholders.
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  	ACCUMULATION

The opposite of amortization, as when bonds are acquired at a discount, over time, the difference between the total interest revenue recognized will exceed the cash received during the period representing the accumulation of the bond discount; the assembling of blocks of securities by purchase or other methods without unnecessarily bidding up prices.
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  	ACCURACY

A degree or quality of precision and reliability.
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  	ACID TEST

An expression used among bank credit personnel in analysis of financial statements to indicate the ratio of cash and trade receivables to total current liabilities and to reflect the degree of liquidity of a concern.
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  	ACID-TEST RATIO

A financial ratio that provides a quick measure of the debt-paying ability of a company, the ratio expressing the relationship of quick assets (cash, marketable securities, and accounts receivable but excluding inventory) to current liabilities.
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  	ACKNOWLEDGMENT

A declaration, admission, or certification taken before a notary or other attesting officer stating that the maker of an instrument or document has appeared before him and subscribed it as a voluntary act without duress.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ACKNOWLEDGMENT OF ADVANCE

A notification by a depository institution of its liability for funds that have been received.
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  	ACQUISITIONS

A generic term for the taking over of one company by another, as in a merger or consolidation; the taking over of one company by another through the issuance of stock.
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  	ACQUITTANCE

A written document that releases a person from paying a debt or performing contractual or other obligations.
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  	ACTION

 In security markets, the performance by a security with respect to trading volume and price trend; in law, a lawsuit; the French term for a share of stock.
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  	ACTIVE ACCOUNT

In banking, an account in which deposits and withdrawals are frequently made; in securities markets, an account with a broker showing frequent purchases and sales.
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  	ACTIVITY CHARGE

The service charge upon a depositor's account often based upon cost analysis of account activity.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ACT OF GOD

An unexplained happening attributed to a natural force that is unpredictable and without apparent human involvement.
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  	ACTUALS

The physical or cash commodity, a term used in futures trading.
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  	ACTUARIAL SCIENCE

Techniques by which mathematics is used to establish insurance rates, considering factors such as loss history, interest rates, various costs projected over time, and many other factors.
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  	ACTUARY

An expert, often employed in the insurance industry, in mathematics and statistics who computes risks based upon mortality tables and the law of probabilities and averages, determines annuity rates, premiums upon policies, reserves against death
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  	claims, dividends upon participating policies, and other statistical data necessary to determine cash or loan values, amount of extended and paid-up insurance, and other matters.
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  	ADAPTABILITY

The property of an information system referring to the ability to which adjustability or flexibility is made possible or realizable.
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  	ADDITIONAL PAID-IN CAPITAL

Amounts recovered by a corporation in excess of the par or stated value of the capital stock at its initial issuance and from other subsequent transactions involving the institution's stock and stockholders.
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  	ADD-ON RATES

Interestchargesofmany types of consumer installment loans quoted in terms of an "add-on" rate.
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  	ADJUDICATION

In law, a final judgment or determination in legal proceedings.
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  	ADJUST

To make conformable or to settle or alter.
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  	ADJUSTABLE-RATE CONVERTIBLE DEBT

A convertible bond with no conversion premium and a coupon equivalent to or tied to the dividend on the underlying common stock; a convertible bond or note with a variable (floating rate) coupon set by reference to a standard index rate, e.g., LIBOR.
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  	ADJUSTABLE-RATE MORTGAGE

(ARMs) A mortgage that allows the interest charges on a loan to increase or decrease automatically with changes in a predetermined index.
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  	ADJUSTABLE-RATE MORTGAGE-RATE

CAP A limit on how much the interest rate on an adjustable-rate mortgage can fluctuate according to an index.
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  	ADJUSTABLE-RATE PREFERRED STOCK

Floating rate preferred stock with a dividend rate reset based on an index or other prescribed formula.
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  	ADJUSTEDCAPITAL FUNDS

Theadjustment in book total of capital funds to reflect truer availability of the capital cushion to risk assets used in the calculation of capital adequacy ratios of banks.
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  	ADJUSTMENT BONDS

Bonds usually issued in connection with corporate reorganization but which sometimes are issued in an adjustment of several existing issues into one class to provide for a uniform interest rate, thus a form of the consolidated type of refunding issue.
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  	ADJUSTMENT PREFERRED STOCK

Preferred stock issued in connection with adjustment of claims in a reorganization, the basic feature of which is that dividends are payable if earned.
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  	ADJUSTMENTS

The correction of errors in statements of account submitted by banks to their customers due to misposting, omission of deposits, unauthorized payment of checks, overcharges for service charges, failure to credit earnings credit on average collected balances ofconventional checking accounts, etc.; in the analysis of bank income statements, the deductions and charges made from current earnings or from surplus and undivided profits and in some cases from reduction in capital, to charge off losses on loans and discounts, securities or other assets, and to provide additional valuation reserves against such assets; in accounting, adjusting entries to permit an accurate measurement of earnings and financial position on the accrual basis of accounting.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ADMINISTER

To direct, manage, or perform duties.
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  	ADMINISTERED PRICING 

A pricing policy in which a provider of a service can exert an influence on the price charged for a service because of the absence of competition.
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  	ADMINISTRATIVE CONTROLS

Controls designed to facilitate management's responsibility for achieving the objectives of the organization and to improve operational efficiency and compliance with management's policies, including the plan of organization and the procedures and records associated with the decision processes involved in management's authorization oftransactions.
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  	ADMINISTRATIVE EXPENSE 

Expenses associated with managerial and administrative activities of a company.
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  	ADMINISTRATIVE LAW

 The body of law that governs the organization, powers, and procedures used by administrative agencies and regulatory authorities.
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  	ADMINISTRATOR

A person appointed by the probate or surrogate court, or by the registrar of wills, to settle the estate of an intestate decedent (one who has died without leaving a will).
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  	ADMINISTRATOR AD LITEM

 An administrator appointed by the court to supply a party to an action at law or in equity in which the decedent or his or her representative was, or is, a necessary party.
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  	ADMINISTRATOR CUM TESTAMENTO

ANNEXO An individual or trust institution appointed by a court to settle the estate of a deceased person when no executor has been named in the will or when the one named has failed to qualify.
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  	ADMINISTRATRIX

The feminine form of "administrator."
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  	AD VALOREM

 Latin for according to value, the term is used in connection with customs duties on imports.
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  	ADVANCE

A loan; a payment on account or before a contract is completed or legally due; the privilege of employees of drawing be-
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  	fore actual work performance; a rise in price in market data.
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  	ADVANCE-DECLINE 

A reference to the breadth of the market, an investment strategy which suggests that if advances (declines) consistently out-numberdeclines, the market is considered to be in a bullish (bearish) phase.
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  	ADVANCEMENT

An inter vivos gift made in anticipation of a devise or inheritance from the donor's estate and intended to be deducted from property passing to the donee at the donor's death.
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  	ADVANCE REFUNDING

A financing structure under which new bonds are issued to repay an outstanding bond issue prior to its first call date, the proceeds of the new issue being invested in investment-grade securities, which are placed in escrow.
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  	ADVANCES

Short-termemergency borrowings at the Federal Reserve discount window, secured by U.S. Treasury or federal agency securities that are held at the district bank in the Fed's capacity as the coupon clipper for the commercial bank; a loan or a liability to deliver goods or services in the future.
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  	ADVERSARY SYSTEM

Processes and procedures designed to allow opposing parties in a dispute to present their arguments and assert their legal rights.
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  	ADVERSE ACTION

"A refusal to grant credit in substantially the amount or on substantially the terms requested in an application unless the creditor makes a counteroffer and the applicant uses or expressly accepts the credit offered; a termination of an account or an unfavorable change in the terms of an account that does not affect all or a substantial portion of a class of the creditor's accounts; or a refusal to increase the amount of credit available to an applicant who has made an application for an increase." Regulation B, 12 CFR 202.2 (c)
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  	ADVERSE OPINION

An auditor's opinion that is given when the financial statements do not present fairly the results of operations, financial position, and cash flows with material exceptions requiring an adverse opinion on the financial statements because the statements taken as a whole are not presented in accordance with generally accepted accounting principles.
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  	ADVERSE POSSESSION

Possessor ofland by a party who is not the owner requiring that an adverse possessor must have open and notorious possession of the property to the extent that the possession would give reasonable notice to the actual owner.
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  	ADVERSELY CLASSIFIED LOANS

Loans that present more immediate risk of nonpayment as classified by regulatory authorities with respect to loan portfolios.
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  	ADVERTISING 

The presentation and promotion of ideas, goods, and services.
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  	ADVERTISEMENT

"A commercial message in any medium that promotes, directly or indirectly, a credit transaction." Regulation Z, 12 CFR 226.2 (a)(2); "any commercial message in any newspaper, magazine, leaflet, flyer, or catalog, on radio, television, or public address system, in direct mail literature or other printed material on any interior or exterior sign or display, in any window display, in any point-of-transaction literature or price tag which is delivered or made available to a lessee or prospective lessee in any manner whatsoever." Regulation M, 12 CFR 213.2 (a)(2)
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  	ADVICE

A form letter sent by a bank to a customer or bank acknowledging the receipt orcredit of money, checks, drafts, securities, orotherdocuments, or acknowledging that it has executed the instructions of its customers, such as to make a telegraphic transfer, a payment of money, or a purchase of securities or to issue a letter of credit.
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  	ADVICE BOOK

A book or file in which duplicate outgoing and incoming advices are kept.
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  	ADVICE DEPARTMENT

The department of a bank which handles advices, receipts, or acknowledgments of deposits, securities, etc., received from customers and which receives and examines incoming and return advices.
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  	ADVISED LETTER OF CREDIT

An export letter of credit issued by a bank that requests another bank to advise the beneficiary that the credit has been opened in its favor, the advised credit creating no liability on the part of the advising bank.
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  	ADVISED LINE OF CREDIT

Customer notification of agreement between bank and customer indicating the bank's agreement to lend the customer funds up to a certain amount, subject to possibly certain requirements or guidelines that may be stated in the notification, allowing the customer to draw against the preappoved line and make payments at a future date.
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  	AFFIDAVIT

Latin for has pledged his faith; a written statement subscribed and sworn to before a notary public, commissioner, consul, or other officer empowered to administer oaths.
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  	AFFILIATE

A concern whose management is closely connected with that of another concern, such as by a minority or controlling stock interest, or by means of an interlocking directorate or community of interest.
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  	AFFILIATED PERSON 

Officer, director, or controlling person of an institution, including their immediate family members and any corporation or organization in which
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  	the officer, director, controlling person, or his or her immediate family members have a specific ownership position.
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  	AFFIRMATIVE ACTION

A deliberate effort of an employer to correct past prejudicial practices against specific classes of individuals, such as women orblacks, by providing them temporary preferential treatment until equal opportunity is attained.
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  	AFFIX 

To fasten or attach, as a signature to a contract or will.
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  	AFRICAN DEVELOPMENT BANK

A bank formed in 1963 by 33 independent African countries to contribute, individually and jointly, to the economic and social progress of its regional members.
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  	AFTER DATE

The time expression used in notes, drafts, and bills of exchange measuring the maturity of notes or the time after acceptance of time drafts and bills of exchange which will fix maturity of acceptances.
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  	AFTER-HOUR DEPOSITORY

Night depository.
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  	AFTER SIGHT

A phrase which after presentation and acceptance is payable after a specified period of time. The term should not be confused with at sight.
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  	AGAINST THE BOX

In a short sale, where the individual selling short actually owns the stock sold short but for some reason does not wish to or cannot deliver the particular stock owned to settle the sale transaction with the buyer. Consequently, the seller makes arrangements through a broker to borrow the stock, in order to make delivery.
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  	AGENCIES

The debt issues of federal agencies and government sponsored corporations.
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  	AGENCY

A relationship by agreement between two parties whereby one party (agent) agrees to act on behalf of the other party (principal) with the agent being subject to the control of the principal and who is a fiduciary who must act for the benefit of the principal.
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  	AGENCY FOR INTERNATIONAL DEVELOPMENT 

(AID) An agency within the Department of State which administers foreign economic assistance relating to development assistance and economic support funds.
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  	AGENT

A person who represents or acts for another person called the principal in dealing with third parties, not to be confused with a servant or independent contractor, and who are of two kinds: ( ) special agents who are authorized to perform one or more specific acts for the principal and no others, and (2) general agents who are authorized to conduct all the business of the principal or business of a certain kind with stipulated limitations; a person serving as a depository agent, escrow agent, advisory agent, custodian, management agent, or attorney-in-fact.
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  	AGENT BANK

The bank that leads and documents a syndicated loan, selling participations to others.
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  	AGGREGATION

The process of reducing the volume of data.
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  	AGGRESSIVE GROWTH FUND

A mutual fund that seeks to maximize capital appreciation by accepting larger than ordinary risks, such as investing borrowed money to provide leverage, short selling, hedging, trading options, and warrants.
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  	AGING OF RECEIVABLES

In accounts receivable financing, collectibility analysis of accounts receivable as to number and net amounts outstanding less than a specified number of days, e.g., 30 days, 30 to 50 days, etc., which maturities may be compared with credit terms of sale.
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  	AGIO

The premium which the metallic or other currency of a country may command over legal tender paper money which is its face equivalent, the term being restricted in its use to continental Europe.
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  	AGREEMENT

Formal administrative action; written agreement between a regulator agency and the board of directors of a bank, whereby the board of directors consents to do certain things in compliance with laws and regulations to restore the bank to a safe and sound condition, noncompliance with such an agreement can lead to an order to cease and desist.
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  	AGREEMENT CORPORATION

A company that enters into an agreement with the Federal Reserve Board of Governors not to exercise any power that is impermissible for an Edge Act Corporation (international banking organizations chartered by the Board to provide all segments of the U.S. economy with a meansof financing international trade, especially exports).
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  	AGREEMENT OF SALE

A contract that identifies the property, purchase price, and other terms of a sale, especially as applied to real estate transactions.
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  	AGGREGATION

The principle under which all futures positions owed or controlled by one trader or group of traders acting in concert are combined to determine reporting status and speculative limit compliance.
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  	AGRICULTURAL ADJUSTMENT

ACT An act approved May 12, 1933, originally intended in its agricultural aspects to be an emergency measure to aid agriculture in adjustment to the prevailing severe market conditions, but also containing omnibus provisions pertaining to farm mortgage aid and the monetary system.
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  	AGRICULTURAL CREDIT

Present authority for the activities of the borrower-owned banks
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  	and associations that constitute the cooperative farm credit system, which are supervised, examined, and coordinated by the Farm Credit Administration, an independent agency of the U.S. government vested in the Farm Credit Act of 1971, as amended.
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  	AGRICULTURAL CREDITS

ACT An act approved March 4, 1923, which created two classes of corporations designed to provide intermediate credit to agriculture entities: the Federal Intermediate Credit banks and National Agricultural Credit corporations.
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  	AGRICULTURAL CREDIT ACT OF 1987

A major farm credit act that marked the beginning of a new era in farm lending, that outlined guidelines forrestructuring the Farm Credit System, and established the Farm Credit System Insurance Corporation to insure timely payment of the principal and interest on consolidated or system wide debt securities issued on behalf of Farm Credit System banks.
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  	AGRICULTURAL CREDIT ASSOCIATIONS

Federal associations having direct lending authority in their territories as to real estate and to short- and intermediate-term loans, resulting from the merger of Federal Land Bank Associations and Production Credit Associations that have similar geographic territory.
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  	AGRICULTURAL LOAN

A loan to farmers not secured by real estate.
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  	AGRICULTURAL PAPER

Notes, drafts, bills of exchange, and bankers acceptances arising out of agricultural transactions, as distinguished from commercial and industrial transactions.
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  	AGRICULTURE

The art and science of farming.
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  	AGRICULTURE, DEPARTMENT OF 

A department of the executive branch of government created by act of Congress on May 15, 1862 and signed into law by President Lincoln, to administer the major agriculturerelated activities of the federal government including the following: Farmers Home Administration, rural electrification program, marketing services, food and consumer services, international affairs and commodity programs, conservation, research and education, policy analysis, and budget.
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  	ALDRICH-VREELAND ACT

of 1908 An act authorizing emergency issues of asset-secured bank notes and establishing the National Monetary Commission, the predecessor of Federal Reserve legislation.
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  	ALIEN

 A person who is not a citizen of the country in which he or she resides and who is in the U.S. lawfully having the same contractual rights as citizens, such that they can sue and be sued in the courts with respect to contractual rights. Federal immigration laws determine whether or not a person is an alien.
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  	ALIENABILITY

The right to convey rights to real property.
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  	ALIENATION

In law, the transfer or conveyance of property to another.
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  	ALLIANCE FOR PROGRESS

A program of economic cooperation between the U.S. and Latin American countries initiated in 1961 to promote the economics and social development of Latin America. The United States assists in these efforts by providing economic and technical aid.
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  	ALLOCATION

The accounting process of assigning or distributing an amount, funds, or securities according to a plan or a formula; from an economic perspective, the process of choosing among limited resources.
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  	ALLODIAL SYSTEM 

A system of individual land ownership in fee simple.
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  	ALLONGE

A slip of paper attached to a bill of exchange or promissory note to provide for additional endorsements because the original instrument does not afford sufficient space.
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  	ALLOT

To divide or apportion.
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  	ALLOTMENT

The share or portion of an issue of securities apportioned or assigned by an investment house or syndicate to the subscribers; in agriculture, the share or portion allotted under a federal agency or federal legislation to a farming entity relating to production rights; in governmental budgeting, the divisions of the appropriation authority by time period.
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  	ALLOWANCE

A reduction in an account for damaged or returned merchandise, bad debts, or to recognize unrealized declines in inventory and long-term investments; a deduction from an invoice amount.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ALLOWANCE FOR LOAN LOSSES ACCOUNT

A balance sheet account with a net credit balance representing the estimated uncollectible amount of loans included in the bank's portfolio. The balance in this account is deducted from the total amount of loans on the balance sheet. the resulting balance represents the estimated cash value (net loans) of the bank's loans. The allowance account is both a valuation account and a contra-asset account. The balance in the account is based on such factors as the dollar amount and quality of the loan portfolio, problem loans, loss experience, and current economic conditions.
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  	ALLOY

In monetary systems, a base metal or metals mixed with gold or silver, the standard monetary metals, to impart greater durability to coins made therefrom, because pure gold and silver are too soft for public
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  	circulation durability.
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  	ALL-SAVERS CERTIFICATE(ASC)

A fixed rate, tax-exempt time deposit authorized in the Economic Recovery Tax Act of 1981 that became available to individuals by depository institutions with limited maturities, interest rates, and tax deductibilties, and with permission to issue ASCs expiring in 1983.
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  	ALPHA STOCKS

Stocks that have more volatility than the general market as measured by plotted market averages.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ALTERATION

Any change that alters the contract of any party to a negotiable instrument in any respect, including any change in the number of relations of the parties, any change in an incomplete instrument by its completion otherwise than as authorized, or any change in the writing as signed by adding to it or by removing any part of it, the consequences of alteration by the holder of the instrument if both fraudulent, and material being discharge of any party whose contract is thereby changed, unless that party assents or is precluded from asserting this personal defense of discharge.
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  	ALTEREDCHECK

A check on which the payee, endorsement, amount in figures or words, or date have been changed, usually for fraudulent purposes.
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  	ALTERNATE DEPOSITS

Deposits made in the names of two persons connected by the word or, e.g., John or Mary Doe.
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  	ALTERNATIVE MINIMUM TAX 

A tax that applied to individuals, corporations, and estates and trusts if it exceeds the taxpayer's regular tax liability with alternative minimum taxable income being the taxpayer's taxable income, (1) increased by tax preference income, and (2) adjusted for income, deductions, and losses that have been recomputed under the alternative minimum tax system.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	A.M. BEST

A major insurance rating company.
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  	AMERICAN BANKERS ASSOCIATION

(ABA) A national trade association for U.S. commercial banks of all sizes and types, established in 1875 to enhance the role of commercial banks as the pre-eminent provider of financial services. Its membership of 12,000-plus accounts for approximately 95 percent of the industry's assets.
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  	AMERICAN BARASSOCIATION

A major association of lawyers in the United States with a membership of approximately 350,000. It was established in 1878 to promote the legal profession and to provide for quality in legal education and admission to the profession.
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  	AMERICAN DEPOSITORY RECEIPTS

Forms for listing shares of foreign companies on the American Stock Exchanges in an acceptable American bank or trust company, representing the deposit of an equivalent amount of underlying foreign shares.
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  	AMERICAN INSTITUTE OF BANKING

The educational section of the American Bankers Association, the Institute providing selfdevelopment opportunities for bankers through organized programs of education and training.
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  	AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS

(AICPA) The national professional association of certified public accountants involved primarily with the practice of public accounting and the establishing of professional accounting and auditing standards.
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  	AMERICAN PARITY

A foreign exchange term to indicate the equivalent in U.S. money on the foreign price of a security traded internationally.
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  	AMERICAN STOCK EXCHANGE

The second largest stock exchange in the United States, measured by total shares traded as well as dollar value of trading.
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  	AMERICAN TRUST SCORES

A new type of highly leveraged warrants created in 1987, representing the right to buy 26 of the top blue chips stocks on the New York Stock Exchange, which trade on the American Stock Exchange.
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  	AMORTIZATION

Literally, "killing off" or
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  	wiping out; a term applied to (1) the gradual reduction of a debt by equal periodic payments sufficient to pay current interest and to extinguish the principal completely by final maturity, (2) the periodic writing off of an asset over a specific term, such as deferred charges and intangible assets; the process of periodically reducing or writing off the premium on a bond bought above par in order to bring its investment or basic value into coincidence with par (face amount of denomination of the bond) on the maturity date. The premium paid for a bond at the time of purchase represents a part of the investment which will not be returned at maturity. Consequently, a part of the cash interest paid periodically on the bond should not be regarded as income but as an amount to be applied to the reduction of the premium.
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  	AMORTIZATION LOANS

Long-term loans in which the principal is extinguished or amortized during the period for which the loan is made; mortgages calling for the payment by the borrowerof monthly (usually), quarterly or semiannual payments, of equal amounts. Included in the uniform payments is a portion allocated to repayment of the principal, the remainder being interest on the remain-
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  	ing unamortized principal for the period involved.
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  	AMORTIZED VALUES 

In valuation of bonds, the original cost price, minus the amortization of premium to maturity or earlier call feature producing lowest amortized value.
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  	AMOUNT

The sum of principal and interest of a loan; the sum of two or more quantities.
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  	AMOUNT FINANCED

Proceeds of a loan; the credited amount that a borrower will have available.
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  	ANALYSIS DEPARTMENT

A departmenttitle often found in the organizational structure of banks, investment banking firms, and brokerage firms, generally indicating a staff function concerned with the analysis and study of operational data, particularly budgeting, cost accounting, and study of operational data, with the aim of improving methods and performance.
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  	ANALYTICAL DEPARTMENT

In an investment or brokerage house, a service department to aid sales people and customers by conducting research and making available data and advice associated with investment opportunities.
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  	ANCILLARY RECEIVER

A receiver appointed for an insolvent corporation, generally a foreign corporation (a corporation in another state), to assist and be subordinate to the foreign receiver in the collection and marshaling of assets of the insolvent corporation.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	AND INTEREST

In bond quotations and sales, the accrued interest to be added to the price.
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  	ANNUALIZE

To convert data to an annual equivalent.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ANNUAL PERCENTAGE RATE

The cost of credit on a yearly basis expressed as a percentage, by law this figure is stipulated by all lenders in a uniform way so that customers can make comparisons.
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  	ANNUAL REPORT

A report prepared for an accounting entity following the end of its fiscal year, the report typically including a letter to the shareholders from the chairman of the board, management's discussion of previous financial performance, and financial highlights for the period along with the required comparative financial statements prepared in accordance with generally accepted accounting principles on a basis consistent with the preceding year, and the auditor's report wherein the independent accountant expresses an opinion as to the fairness of the financial data presented in the financial statements.
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  	ANNUITANT

The person during whose life an annuity is payable, usually the person to receive the annuity.
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  	ANNUITIZE

To begin a series of payments or receipts from capital that has accumulated in an annuity.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ANNUITY

Periodic fixed money payments, payable periodically at the beginning or close of a period, received in consideration of payments made to another either in a lump sum or in installments; cash flows that are equal in each period.
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  	ANNUITY BOND OR NOTE

A fixed rate instrument that pays the investor an equal amount of cash each year over the life of the issue.
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  	ANNUITY CERTAIN

A contract that provides an income for a specified number of years regardless of life or death.
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  	ANNUITY DUE

An annuity whose first payment occurs at the end of the first period.
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  	ANNUITY IN ARREARS

An ordinary annuity whose first payment occurs at the end of the first period.
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  	ANNUNZIO-WYLIE ANTI-MONEY LAUNDERING ACT

Legislation giving theowner to certain government agencies the power to revoke the federal charter of any institution convicted of money laundering.
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  	ANTECEDENTS

In a credit investigation, the business history of the subject of inquiry.
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  	ANTEDATE

To give a date prior to the current date to a check or other instrument.
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  	ANTI-

A prefix taken from the Greek meaning against, opposite to, spurious and used with a multitude of terms.
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  	ANTICIPATED ACCEPTANCE

A bank or other acceptance that is paid before it becomes due.
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  	ANTICIPATION

Repayment of a debt before its maturity; in a mortgage, the right of anticipation.
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  	ANTI-DUMPING TARIFF

A tariff designed to prevent the dumping or unloading of imported goods below cost by fixing the tariff at the difference between the price at which the goods ordinarily sell in the country of origin and the price at which it is to be sold in the importing country.
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  	ANTI-FRAUD RULES

Rules and regulations of the SEC that prohibit the use of manipulative, deceptive, orotherfraudulent devices in securities transactions.
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  	ANTI-TRUST LAWS

Legislation against collusive and predatory price-fixing and other anti-competitive practices by firms, including the Sherman Anti-Trust Act of 1899, the Clayton Anti-Trust Act of 1914, the Federal Trade Commission Act of 1914, and others.
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  	APPEAL

In law, an application fora review ofa finding in a lower court.
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  	APPLICANT

"A person who requests or has received an extension of credit from a creditor, and includes any person who is or may become contractually liable regarding an
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  	extension of credit, the term includes grantors, sureties, endorsers, and similar parties.'' Regulation B, 12 CFR 202.2 (e)
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  	APPLICATION

"An oral or written request for an extension of credit that is made in accordance with procedures established by a creditor for the type of credit required." Regulation B, 12 CFR 202.2 (f)
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  	APPROPRIATION OF RETAINED EARNINGS

Restriction or reservation of an amount of retained earnings by the board of directors, the amount appropriated not being available for the declaration of dividends.
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  	APPORTIONMENT

In the administration of estates and trusts, the allocation of receipts and expenses between principal and income; in governmental budgeting, obligational authority permitting government entities to enter into obligations requiring either immediate or future payment of funds.
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  	APPRAISAL

The act of placing a value upon property, either real or personal. Appraisals are made for various purposes, e.g., taxation, real estate transactions, insurance adjustments, the determination of a collateral year, and other purposes.
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  	APPRAISAL STANDARDS

Uniform Standards of Professional Appraisal Practice prepared by the Appraisal Standards Board of the Appraisal Foundation that reflect a framework for the practicing appraiser.
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  	APPRAISER

A person who makes the appraisal; in the field of real estate, the society of Real Estate Appraisers, an international professional association of real estate appraisers in property valuation, is the oldest and largest association of real estate appraisers in the United States.
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  	APPRECIATION 

Increases in the value of any kind of property through a rise in its market price, appraised value, capitalized value, or other current fair market value basis, excluding any income that may have accrued thereon or compared to cost or other original valuation; a decrease in the domestic currency price of the foreign currency.
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  	APPROPRIATION

A fund authorized and set aside by a business or other entity for some special use, e.g., advertising, new building; new obligational authority permitting government agencies to enter into obligations requiring either immediate or future payment of funds.
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  	APPROPRIATIONS

A tort action for invasion of privacy where the plaintiffs name or likeness was taken.
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  	A PRIORI

Knowledge acquired by reasoning without a reference to experience.
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  	ARBITRAGE

Buying a specified item-whether foreign exchange, stock, bonds, gold or silver bullion, bills of exchange, gains and other commodities-or its equivalent in one market and simultaneously selling it or its equivalent in the same market, or in other markets, for the differential or spread prevailing at least temporarily because of conditions particular to each market.
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  	ARBITRAGE PRICING THEORY (APT)

A model of financial instrument and portfolio behavior based on the proposition that if the returns of a portfolio of assets can be described by a factor structure or model (nonintuitive or macroeconomic variables), the expected return of each asset in the portfolio can be described by a combination of the covariances of the factors with the returns of the asset and the model used to create portfolios that track a market index, to estimate and monitor the risk of an asset allocation strategy, or to estimate the likely response of a portfolio to economic developments (developed from an initial model proposed by Stephen Ross).
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  	ARBITRAGER

One skilled in arbitrage; an arbitrage dealer; also spelled arbitrageur.
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  	ARBITRAGEUR

An arbitrager.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ARBITRATE HOUSE

A stock exchange house, private banker, investment banker, or foreign exchange dealer that specialize in arbitrage transactions.
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  	ARBITRATION

The submitting of a dispute or disagreement to a third party, an objective individual or a board, selected by the disputants whose decision is binding on the parties to the dispute.
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  	ARBITRATION OF EXCHANGE

A calculation based on rates of exchange to determine the difference in value of a given currency in three different places or markets, particularly when made with a view to determining the cheapest way of making a remittance between two countries, the result being referred to as the arbitrated exchange, a term gradually being replaced by the term commercial parity.
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  	AREA UNDER THE NORMAL CURVE

A statistical concept expressing the proportion of the total frequencies of the normal distribution that falls between two points on the X axis.
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  	ARITHMETIC MEAN

A measure ofthe central tendency of a distribution, computed as the sum of the values of the data divided by the number of values.
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  	ARM'S-LENGTHTRANSACTION

Atransaction in which buyer and seller pursue their own best interest and both are free to act accordingly; a phrase used in accounting to serve as the basis for a fair market value determination used to record the acquisition of assets and liabilities.
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  	ARREARS

A debt or contingent obligation due
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  	but unpaid, such as past due installments or rents, unpaid interest on bonds, and dividends on cumulative preferred stock that have not been paid.
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  	ARRIVAL DRAFT

A draft with shipping documents attached, payable upon arrival of the shipment against which it is drawn. Arrival drafts are usually forwarded by the shipper to the collecting bank located at the domicile of the consignee, with instructions not to demand payment therefor until the goods for which the draft has been draw in payment have arrived at the drawee's destination.
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  	ARTICLES OF ASSOCIATION

The organizational document of a business corporation and partnership as well as mutual funds, mutual benefit, social, charitable, and other nonstock corporations, the term being derived from the signatures of the document by the prescribed minimum number of persons uniting to form the association.
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  	ARTICULATION

A reference to the existence of a relationship or linkage that results in financial statements that are fundamentally interrelated.
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  	ASIAN DEVELOPMENT BANK

(ADB) A bank formed for the purpose of fostering economic growth and contributing to the acceleration of economic development of the developing member countries in Asia, collectively and individually.
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  	ASIAN FINANCE AND INVESTMENT CORPORATION

A regional institution designed to channel funds to private enterprises in the region.
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  	ASIAN OPTION

Options in which the payoff on a settlement date is based on the average value of the reference rate over the applicable period, also known as average rate options.
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  	ASKED PRICE

The price at which a security or commodity is quoted or offered for sale, as compared with bid price, the price at which it is quoted or bid for purchase.
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  	AS PER ADVICE

In a letter or upon a draft or bill of exchange, the indication that notice has been or is to be given to the drawee that the draft or bill has been drawn.
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  	ASSAY

A test to determine the percent of pure metal in a specimen of ore or bullion, usually gold or silver. Official assay offices are located in New York and San Francisco, and are part of the Bureau of the Mint.
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  	ASSAY COMMISSION

A commission appointed by the President to examine and test the weights and fineness of coins in the monetary system of the United States.
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  	ASSAY OFFICE BAR

A bar of pure or nearly pure gold or silver manufactured at a mint and assayed by an assay office. Gold issue bars are manufactured in 400-troy ounce size, and silver issue bars are manufactured in 1,000-troy ounce size. Gold and silver commercial bars are manufactured in miscellaneous sizes.
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  	ASSAY OFFICE

A laboratory for testing metals and ores, usually gold or silver, located in New York and San Francisco, organized under the Bureau of the Mint.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ASSENTED SECURITIES

Securities whose owners have agreed to some change in their status, especially in case of reorganization where an assessment is made or the amount of securities is scaled according to some definite plan.
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  	ASSESSEDVALUATION

The valuation placed on real and personal property and recorded on the assessment rolls for the purpose of levying general property taxes; for purposes of property taxes, the valuation placed on real and personal property and recorded on the assessment roll.
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  	ASSESSMENT

The procedure involved in determining assessed valuation for tax purposes and the valuation itself thus determined; in the case of bank stocks, in the event of failure of a bank, an amount the receiver could levy, as necessary, up to the par value of each share of stock held by the stockholders, of record as of the date of failure; the assessment liability of stock that is not fully paid and nonassessable (full par value or no par value stock's full subscription price not paid at issuance of the stock) which is the liability of the holder thereof to a trustee in bankruptcy of the corporation upon the trustee's levy therefore, for the balance of the par value, or the subscription price of no par value stock, not paid for the stock at its issuance.
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  	ASSET ALLOCATION

A method of asset/liability management that matches liabilities and capital with assets according to interest rates, volatility, and maturities; dividing investment funds among markets and securities to achieve diversification.
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  	ASSET-BASED FINANCING 

A major source of funding for financial institutions in which financial institutions use securities and loans as collateral for asset-backed securities.
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  	ASSET-BACK SECURITIES 

Financial instruments backed by assets, such as certificates of amortizing revolving debts, certificates of automobile receivables, collateralized lease equipment obligations, collateralized mortgage obligations, debt securities backed by LBO loan participations, securitized receivables, and many others.
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  	ASSET/LIABILITY COMMITTEE

A bank committee that oversees asset/liability management objectives and results.
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  	ASSET/LIABILITY MANAGEMENT

A plan-
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  	ning procedure that accounts for all assets and liabilities of a financial institution by rate, amount, and maturity, with the intent to quantity and control risk and to focus the risk management of the net interest margin for profit; the management and control of all factors pertaining to loans and deposits and other balance sheet items to produce interest rate spreads that meet bank objectives. Methods of asset/liability management include gap analysis, which measures the mismatch in discrete time intervals; ratio analysis, typically rate-sensitive assets divided by rate sensitive liabilities; and profit sensitivity, a measure of predicted changes in profit from a six-month or one-year interest rate increase of 100 basis point.
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  	ASSET MANAGEMENT 

A central assets account used in investing that joins a securities account to a checking account, a credit or debit card, and a money market funds, allowing an investor to place all assets into one basket to promote efficiency and effectiveness.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ASSET MANAGER 

A portfolio manager, corporate treasurer, or other person responsible for the management of the risks and returns associated with a portfolio of securities or other instruments.
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  	ASSET PLAY

An investment opportunity or technique related to a situation when the market price of a company's stock does not indicate the true value of the company's assets.
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  	ASSETS ALLOCATION 

An investment arrangement whereby an investor's assets are identified and allocated among various options, such as cash, stock, bonds, and other investments and according to foreign, domestic, sector, and other classifications.
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  	ASSETS

Probable future economic benefits obtained or controlled by a particular entity as a result of past transactions or events (FASB). To be an asset, a resource other than cash must have three essential characteristics: the resource must, singly or in combination with other resources, contribute directly or indirectly to future net cash inflows; the enterprise must be able to obtain the benefit and to control the access of others to it; the transaction or other event giving rise to the enterprise's right to or control of the benefit must already have occurred.
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  	ASSET STRIPPING

Activities of an acquiring company to the selling off of some or all of the assets of the acquired company to maximize the funds obtained from the transactions for the benefit of the acquirer.
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  	ASSET YIELD

Operating interest income divided by total assets.
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  	ASSIGN

To send, designate, give, or transfer, as to assign property in a will.
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  	ASSIGNATS

Paper money based on the value of confiscated church property, used during the French Revolution.
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  	ASSIGNED ACCOUNT

An account, such as an accounts receivable, that has been assigned to a bank as collateral for a loan by the borrower.
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  	ASSIGNED BOOK ACCOUNTS

Book or open accounts of a business, the title of which has been transferred to a commercial credit company or to a financial institution as collateral for a loan.
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  	ASSIGNEE

The party to whom an assignment has been executed.
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  	ASSIGNMENT

The transfer from one party to a contract of a right, claim, or interest under an agreement (the assignor) to a third party (assignee), the other party to the contract against whom the right, claim, or interest can be exercised is the obligor.
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  	ASSIGNMENT FOR THE BENEFIT OF CREDITORS 

The action by which an individual or company (assignor) transfers legal title to property to a trustee (assignee), who is empowered to administer and liquidate the property and to distribute the proceeds to the creditors. Such an action is one of the acts of bankruptcy constituting grounds for the involuntary petition in bankruptcy by creditors.
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  	ASSIGNMENT IN BLANK

A formal transfer of title to stock or registered bonds in which the space for the insertion of the name of the new owner is left blank, so that the name may be written in at any subsequent time. An assignment form will be found on the reverse side of certificates of stock or registered bonds.
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  	ASSIGNOR

One who makes an assignment to a transferee or assignee. The assignee stands in the place of the assignor as to rights and liabilities per the assignment.
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  	ASSOCIATES OF LLOYD'S

Individuals or firms that perform defined services for members and subscribers at Lloyd's of London, including actuaries, attorneys, and adjusters.
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  	ASSUMABLE MORTGAGE

A mortgage that can be passed on to a new owner at the previous owner's interest rate.
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  	ASSUME

To take over the debt, obligation, duties, or responsibilities of another, as in an assumed mortgage.
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  	ASSUMED BONDS

Bonds of one corporation whose liability has been assumed by another. Assumed bonds are sometimes improperly called guaranteed bonds. In guaranteed bonds the original obligor continues to be primarily liable and secondary liability attached to the guarantor.
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  	ASSUMPTION

To take responsibility for the
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  	liability of another party.
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  	ASSUMPTION OF A MORTGAGE 

The taking on by a second purchaser of the responsibility for repaying existing indebtedness, secured by property, which ordinarily relieves the first purchaser of the original obligation.
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  	ASSURANCE

Life coverage provided by contracts of life insurance companies, as contrasted with insurance for contracts of fire and casualty insurance.
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  	AT&T UNIVERSAL CREDIT CARD

A major credit card introduced in 1990.
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  	AT MARKET

Instructions in a market order in which no price is specified. Such an order is to be executed at once at the best possible market price.
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  	AT OR BETTER

In connections with a brokerage buying order, to purchase at the price specified or under; in a selling order, to sell at the price specified or above.
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  	AT RISK

A tax concept that limits a taxpayer's loss deductions to the amount of one's capital investment.
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  	AT SIGHT

In drafts and bills of exchange, instructions that payment is due on demand or presentation.
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  	ATTACHED ACCOUNT 

An account against which a court order has been issued restricting disbursements therefrom.
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  	ATTACHMENT

A writ authorizing the seizure, or the act of seizure itself, by a sheriff or other levying officer of the law, of property belonging to the defendant in an action at law, and the holding of it or the prevention of holding of it by the defendant, in order to satisfy a claim or judgment that the plaintiff hopes to recover.
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  	ATTEST

A written statement that indicates a conclusion about an assertion of another party, e.g., an audit opinion; in law, to affirm that a document, signature, or statement is genuine or true.
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  	ATTESTATION

A communicated statement of opinion in which an independent, competent individual expresses an opinion based on evidence, as when an accountant's opinion attests to the degree of correspondence of reported financial information with established criteria; to authenticate or provide proof of a document, certificate, or statement.
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  	AT THE MARKET

An order to buy or sell a security or futures contract at whatever price is obtainable when the order reaches the trading floor; a market order.
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  	AT THE MONEY

The situation in which the market price or rate of the underlying and the strike price or rate of an at-the-money option are equal.
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  	AT THE OPENING

In reference to an order placed with a broker specifying execution at the opening transaction of the particular security involved when no price limit is specified.
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  	ATTORNEY

A person, professional law association, corporation, or partnership authorized under applicable law to practice law; a label applied to a party prosecuting or defending an action in person.
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  	ATTORNEY-CLIENT PRIVILEGE

A rule of law that provides for confidential communications between an attorney and client during the period of the professional relationship and that cannot be revealed without the client's consent.
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  	ATTRIBUTE

The traits or aspects of an element of accounting (asset, liability, revenue, gain, expense, loss, etc.) to be quantified or measured, such as historical cost, current cost, current market value, net realizable (settlement) value, and present (or discounted) value of future cash flows.
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  	AUCTION

A special market in which there is one seller and many buyers when the auction sale is conducted by an auctioneer who permits buyers to bid against one another, the goods going to the highest bidder; on stock exchanges orders are executed on the basis of a "free auction market" in the sense that every transaction involves a double competition, i.e., buyers compete with one another and stock is sold to the highest bidder, and sellers simultaneously compete with one another and stock is purchased from the lowest offer.
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  	AUCTION RATE NOTE 

A type of floating-rate note with an interest rate reset on the basis of bids received at a Dutch auction conducted near the end of each rate period.
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  	AUCTION-RATE PREFERRED STOCK

A type of floating-rate preferred stock whose dividend rate is based on the issuer's current credit rating and the different rate is reset periodically.
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  	AUDIT

A systematic process of objectively obtaining and evaluating evidence by a competent independent person about a specific entity for determining and reporting on the correspondence between assertions about economic events, actions, and other information and established criteria for reporting these assertions. An audit and the auditor's report provide additional assurance to users of financial statements concerning the information presented in the statements. Three major types of audits include the financial statements audit, the operational audit, and the compliance audit.
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  	AUDIT COMMITTEE

A major committee of the board of directors of a corporation com-
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  	posed of outside directors who are assigned responsibilities to the audit and auditors.
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  	AUDITING

A systematic process of objectively obtaining and evaluating evidence by a competent independent person about a specific entity for purposes of determining and reporting on the correspondence between assertions about economic events, actions, and other information and established criteria for reporting these assertions.
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  	AUDITING DEPARTMENT

The department of a bank that supervises the bookkeeping, accounting, and auditing functions, usually in the charge of an officer known as an auditor, the purpose of the department being to secure a daily control of all transactions occurring in each department by condensing the department proofs; to secure periodic reconcilements of customers' accounts, and to make investigations of errors and exceptions reported; to analyze expenses and earnings; to conduct examinations by the departments having custody over the bank's assets to verify that the physical existence of the assets are reported upon the books and to appraise these assets as a safeguard against possible overvaluation; to secure an independent accounting control over each department to test the accuracy of its records; and to compile various reports and statements of condition as may be required by the officers, official bank examiners, comptroller of the currency, or State Banking Department. As usually organized, the department combines with auditing the functions of comptrolling.
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  	AUDITING PROCESS

Steps used by the auditor when auditing an entity based on standards, concepts, procedures and reporting practices relying on evidence, analysis convention, and informed professional judgment relating to planning the audit, gathering evidence, performing and evaluating substantive tests, and issuing a report.
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  	AUDIT LOTTERY

The custom of filing an erroneous return on the assumption that there was little chance of being audited by the Internal Revenue Service. It is a form of tax evasion.
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  	AUDITOR

Broadly, one who conducts an audit. The auditor in a bank is organizationally the officer of the institution charged with responsibility for establishing and maintaining controls, including the continuous types of internal verification; for systematically examining and verifying the bank's accounts and records; and for reporting directly either to the president of the bank or to the board of directors or trustees.
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  	AUDITOR'S REPORT

A statement made by an independent certified public accountant or accounting firm in which the accountant or the firm expresses an opinion, using standardized terminology, that (1) the accountant or firm has examined and tested the records upon which a company's financial statements were prepared, and (2) in its opinion whetherthecurrentyear's financial statements present fairly the financial position, results of operations, retained earnings, and cash flows for the company in conformity with generally accepted accounting principles applied on a basis consistent with that of the previous year. If an unqualified opinion cannot be issued, the auditor would then issue a qualified opinion, an adverse opinion, or a disclaimer of opinion.
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  	AUDIT PLAN

Comprehensive, overall detailed guidance for the organization that begins with the assessment of audit risks for each functional area, and sections of the functional areas, the plan clearly setting out audit objectives and planned audit coverage.
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  	AUDIT PROCEDURES

Acts performed by an auditor to assure that objectives of the audit will be achieved.
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  	AUDIT PROGRAM

Procedures followed in the conduct of an audit.
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  	AUDIT RISK

The risk that the auditor may fail to appropriately modify an opinion on financial statements that are materially misstated.
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  	AUDIT TRAIL

A reference or guide to an underlying source record or document; step by step followed in the conduct of an audit procedure.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	AUTHENTIC

Acceptable, real, reliable, trustworthy.
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  	AUTHENTICATE

To determine to be genuine, valid, or correct.
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  	AUTHENTICATION 

The identification of a bond, stock, work of art, and other assets as having been properly issued or produced; valid or genuine.
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  	AUTHORITY

The power or right to command, decide, rule, or order; an expert.
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  	AUTHORITY AND AGENCY BONDS

Authorities and agencies created by the federal and state government including their subdivisions to perform specific functions, such as the operation of water, electric systems, bridges, tunnel, schools and highways, the authority or agency often having the authority to levy fees and charges for its services.
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  	AUTHORITY TO PURCHASE

An instrument instructing the shipper to draw a draft upon the importer directly, but assures him or her that the draft will be purchased by the notifying bank, the authority to purchase giving rise to private bills rather than bankers' acceptances.
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  	AUTHORIZATION 

The formal approval of an act or action.
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  	AUTHORIZATION OF STOCK

Provision in a corporate charter that gives the state's permission for the corporation to issue and sell a certain number of shares of stock.
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  	AUTHORIZED ACCOUNT 

A deposit account of a customer in a bank designated by the customer as a source of payment orders issued by the customer to the bank.
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  	AUTHORIZED BONDS

The amount of bonds that a corporation, state, or municipality may legally issue.
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  	AUTHORIZED CAPITAL STOCK 

The amount of capital stock that a corporation is authorized to issue according to its charter or certificate of incorporation, the difference between the authorized stock and the unissued amount would include the outstanding stock and any treasury stock, the latter technically being issued and reacquired by the corporation but not canceled.
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  	AUTOCRACY

Economic self-sufficiency.
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  	AUTOMATED CLEARING HOUSE (ACH)

A facility that processes and delivers electronic debit and credit payments among participating depository institutions. Electronic debits include preauthorized issuance premiums and mortgage payments, deducted from a customer's account at a depository institution; electronic credits include preauthorized direct deposit of paychecks and corporate dividends, added to a customer's account at a depository institution.
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  	AUTOMATED CUSTOMER SERVICES

The computerized nonbanking transaction, reporting, and recording keeping functions performed by a bank for customers; the term is also used to describe the automated services that one bank sells to another.
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  	AUTOMATIC OVERDRAFT ACCOUNT

A checking account that, when overdrawn, automatically creates a loan that pays the overdraft, subject to a prearranged credit agreement between the bank and the depositor.
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  	AUTOMATIC REINVESTMENT

An investing procedure that provides for automatically plowing dividends back into investments.
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  	AUTOMATIC SAVINGS PROGRAM

A personal or company-sponsored program that provides for systematically saving a portion of one's paycheck or other source of revenue by having a certain amount of funds automatically transferred to a savings or investment option.
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  	AUTOMATIC STABILIZERS

Economic factors that automatically exert counter cyclical effects in a depression or inflation, e.g., unemployment insurance and progressive income taxes (with steeply graduated rates).
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  	AUTOMATIC TELLER MACHINES (ATM)

Devices that can mechanically accept deposits, issue withdrawals, transfer funds between accounts, collect bills, and make small loans, such machines often function around the clock and may be located either on the premises of the financial institution that owns them or at some remote location off the premises.
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  	AUTOMATIC TRANSFER SERVICE (ATS)

A banking service provided by commercial banks that allows a bank to debit savings accounts to cover checks written against checking accounts. This service allows the deposit to earn interest on a transaction balance until the funds are actually spent.
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  	AUTOMATION

In bank operations, the use of electronic equipment, including proof and transit operations and deposit accounting, bank expense accounting, payroll accounting, checking account reconciliation, passbook savings accounts, money order operations, bond and investment analysis, installment loans, and many other activities.
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  	AUTOMOBILE BACKED 

Pools of car loans that serve as collateral.
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  	AUTOMOBILE LENDING

Lending by banks based on new automobile sales that represent a form of consumer credit lending in which the automobile secures the loan through a chattel mortgage. In indirect automobile loans, the purchaser/consumer applies for a loan from the dealer who collects credit information from the consumer and conveys this information to the bank.
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  	AVAILABILITY DATE

The date upon which the proceeds of checks or other items drawn on out-of-town banks and forwarded by the sending bank for collection through the Federal Reserve check collection system, are received and credited by the Federal Reserve bank to the reserve account of the sending bank.
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  	AVAILABLE FOR WITHDRAWAL

 "With respect to funds deposited means available for all uses generally permitted to the customerforactually and finally collected funds under the bank's account agreement or policies, such as for payment of checks drawn on the account, certification of checks drawn on the account, electronic payments, withdrawals by cash, and transfers between accounts." Regulation CC, 12 CFR 229.2 (d)
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  	AVAILABLE FUNDS

A fund held by an on stock savings bank in cash or on deposit with another bank or trust company for the purpose of paying withdrawals in excess of current receipts, meeting current obligations or awaiting a more favorable opportunity for investment; total funds of a bank available at any time for conversion into earning assets or other investments.
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  	AVERAGE

A measure of typical size, a math-
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  	ematical devise for bringing order to a mass of data; a means used to summarize a mass of individual observations.
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  	AVERAGE BALANCE

In the case of a borrowing account, the average balance maintained by borrowers against loans or a line of credit reflecting the principal determinant of an account's profitableness for a bank.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	AVERAGE COLLECTION PERIOD

The average number of days of credit sales represented by average total accounts receivable. When compared to the terms of sale on credit sales, it affords a test of current collectibility of the accounts receivable.
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  	AVERAGE COST OF FUNDS

A weighted average cost of funds for all investable funds.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	AVERAGE DAILY BALANCE

Average amount of money kept on deposit by a bank customer, computed usually by adding together the closing balance each day for a month and dividing by the number of business days in the month.
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  	AVERAGE LOAN AND BALANCE FILE

A card file or book customarily kept by banks to show each customer's average daily or monthly loans and deposits over a period of time, the information provided on these cards being obtained from the depositors' ledgers and the loan and bills discounted ledgers.
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  	AVERAGE STOCK MARKET RISK PREMIUM 

The excepted return on all equity compared to the risk-free rate.
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  	AVERAGING 

A method used by stock market investors and speculators to reduce the cost of purchases. "Averaging down" means to buy more stock of a given issue at a price less than the last purchase at successively lower prices as prices decline. "Averaging up" means to buy more of a given security at successively higher prices as prices advance. Averaging is employed out of recognition of the fact that the high and low points of a price movement cannot be exactly predicted.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	AVARICE

A vice associated with the insatiable greed for wealth, riches, or gain; the opposite of the virtue of liberality.
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  	AWARD

In general, the decision of a commission, board of arbitrators, investigators, mediators, or broadly even the decision of judges or referees, on the case, question, or matter that has been submitted to them for decision; technically, a reference to the decision of a panel of arbitrators.
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  	B
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  	BABY BONDS

Bonds with denominations of $1000 or less, issued as a means of reaching small investors and thus widening the possible market and permitting increased diversification for small investors.
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  	BACKDATING

The placing on a document a date prior to the date on which it has been prepared or drawn. Backdating usually has an illegal or unethical purpose.
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  	BACK OFFICE SERVICES

Services provided by clearing firms and others, including order execution, customer confirmation statements, dividend and interest processing, periodic accounting statements, research, and marketing assistance.
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  	BACKUP

Pertaining to equipment or procedures that are available for use in the event of failure or overloading of normally used equipment or procedures.
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  	BACK SPREAD

The difference in the quotations in arbitrage transactions in securities, commodities, or foreign exchange when the price of the same item in different markets is less than the normal difference, the difference in the quotations representing a permanent difference due to cost of shipment, insurance, exchange rates, loss of interest, etc., making them equivalent or establishing commercial parity.
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  	BACK-TO-BACK

Operations where a loan is made in one currency in one nation against a loan in another currency in another nation; credit opened by a bank on the strength of another credit.
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  	BACKWARDATION

The practice of delaying settlement on the London Stock Exchange.
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  	BAD DEBT ALLOWANCE

An allowance for probable loss on credit accounts in the valuation of accounts receivable for financial reporting purposes.
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  	BAD DEBTS

In valuation of accounts receivable, the usually anticipatory allowance for probable loss on accounts; a debt which is estimated to be uncollectible.
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  	BAD DELIVERY

In the sale and transfer of stock certain conditions are imposed by the rule of stock exchanges so that if deliveries are made without the proper observance of these rules, they are known as bad deliveries.
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  	BAD FAITH

Not genuine; dealings, transactions, and communications, proposed or undertaken, which are lacking in moral qualities.
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  	BAILEE

One to whom personal property is delivered for some temporary specific purpose, upon completion of which it is to be returned to the owner.
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  	BAILEE RECEIPT

A receipt given to a bank holding title to goods by a bailee, a customer of the bank who is permitted to sell them for the account of the owning bank. Bailee receipts are sometimes used in lieu of trust receipts given upon release of documents covering imports for the purpose of warehousing, selling, or manufacturing.
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  	BAILMENT

The deposit of personal property by a bailor with the bailee for a specific purpose, such as safe custody, transportation, or storage.
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  	BAILOR

A party who bails or delivers to another (the bailee) for a specific purpose under contract of bailment.
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  	BAILOUT

The rescue of a failed bank by a regulatory authority or other party.
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  	BAIT MONEY

A group of bills separated from usable currency, consisting of fresh $10 or $20 bills with the serial numbers of the bills recorded separately for use in the identification and conviction of a bank robber.
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  	BAKER PLAN

The U.S. government plan during the 1980s to deal with the developing debt crisis among developing countries. Named after James A. Baker III, U.S. Secretary of the Treasury, October 1985, which provided programs for sustained growth requiring special actions by debtor nations.
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  	BALANCE

The sum necessary to equalize the debit and credit totals of an account; the total in an account; the amount standing to the credit of a depositor's account at a bank, representing the sum the party is entitled to withdraw; the difference between the total debits and credits whether in favor or against, a bank at a clearinghouse, i.e., a given bank's clearinghouse debit or credit balance; the amount of a loan outstanding or unpaid.
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  	BALANCED BUDGET AMENDMENT

A proposed amendment to the Constitution requiring that the federal budget be balanced each fiscal year. A balanced budget amendment was approved by the Senate in 1982 but was rejected by the House of Representatives in the same year and has been under
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  	consideration ever since.
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  	BALANCED FUND

A mutual fund that generally has an objective of conserving the investors' initial principal, payment of current income, and promoting long-term growth of both principal and income, usually having a portfolio mix of bonds, preferred stocks, and common stocks.
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  	BALANCE OF PAYMENTS

A record of all of a country's international transactions for goods and services, IOUs, and other financial assets and investments.
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  	BALANCEOFTRADE

The difference between the money value of a nation's merchandise exports and imports, as shown by customs' data adjusted for differences in timing and coverage for calculation of a nation's international balance of payments; a more inclusive concept of items relating to a nation's gross national product, including services as well as visible items, is current account balance.
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  	BALANCE SHEET

A report of financial statement that shows the financial position of an entity at a specific time, including the firm's economic resources (assets), economic obligations (liabilities) and the residual claims of owners (owners' equity); the statement of financial position or statement of financial condition.
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  	BALANCING 

The process of bringing two sets of related figures into agreement, as in balancing a checking account (reconciling the book balance forcash with the bank balance) and proof work (bringing total deposits in agreement with the totals of items composing the deposit).
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BALLOON

The final payment on a bond or note that is substantially larger than preceding amortization payments.
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  	BALLOONING 

The forcing of quotations of a given stock, orof the entire market, to unreasonably high or inflated values, i.e., to levels out of accord with asset values and present or prospective earning power.
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  	BALLOON MATURITY LOANS

Single-payment loans ("bullet" loans).
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  	BANCOR

An international currency issued under British proposal, the Keynes plan of monetary reconstruction following World War II.
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  	BANK

Any organization engaged in any or all of the various functions of banking, i.e., receiving, collecting, transferring, paying, lending, investing, dealing, exchanging, and servicing (safe deposit custodianship, agency, trusteeship) money and claims to money both domestically and internationally including. Under this broad concept, the title "bank" as found in the American financial system is applied to such institutions as Banks for Cooperatives, Central Bank for Cooperatives, Export-Import Bank, Federal Intermediate Credit banks, Federal Land banks, industrial banks, investment banks, and mortgage banks. In its more specific sense, however, the term bank refers to institutions providing deposit facilities for the general public. Such institutions may be classified into two broad groups; (1) commercial banks and their central banks, and (2) noncommercial bank institutions, including savings and loan associations, mutual savings banks, and credit unions. Such institutions are often referred to as thrift institutions, although commercial banks also provide savings and time deposit accounts.
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  	BANKABLE

Acceptable by a bank.
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  	BANKABLE PAPER

Paper, principal debtors or endorsers of which have a sufficiently high credit standing that a bank will readily discount it.
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  	BANK ACCEPTANCE

A draft or bill of exchange, whether payable in the United States or abroad and whether payable in dollars or some other money, accepted by a bank or trust company or a firm, person, company, or corporation engaged generally in the business of granting bankers' acceptance credits. A bank acceptance is the acceptance obligation of a bank or trust company engaged also in banking; bankers acceptance is a broader term including those of other acceptor firms in the business, referred to as discount houses. Bill dealers buy and sell bankers acceptances, which are referred to as bankers bills, or simply bills.
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  	BANK ACCOUNT

Funds deposited in a bank including checking, savings, and time deposit accounts.
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  	BANK ACCOUNTING

Format, classification of accounts, and definitions which would be followed beginning in 1969 by banks in the preparation of call report of condition and their annual statement of income and dividends disseminated by the three federal banking agencies and the National Association of State Supervisors of Banks having the aim of restoring a high degree of uniformity in requirements and reporting.
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  	BANK ACT OF CANADA

A 1980 Canadian act limiting the size of foreign owned banks.
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  	BANK ADMINISTRATION INSTITUTE

A not-for-profit professional organization whose broad goals are to help bank managers achieve high levels of professional effectiveness and to help solve significant banking problems. These goals are pursued through programs of research and development, education, technical assistance, and other means.
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  	BANK ANALYSIS

The analysis of a bank in
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  	volving the analysis of data that affects primarily financial reports and statements, budgeting, accounting, and bank operations, the primary goal being to improve and evaluate a bank's performance.
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  	BANK APPLIANCES

Mechanical devices used by banking institutions to control the considerable volume of clerical detail associated with banking and to mechanize operations to reduce expenses and costs.
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  	BANK-AT-HOME SERVICES

Banking services that allow customers to use the telephone or other communication devices to transfer funds from their account to a merchant's account from their home or office.
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  	BANK BALANCE

The balance standing to the credit of a depositor at a bank; a bank's clearinghouse balance at a point in time.
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  	BANK BILL

A bank note or draft.
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  	BANKBOOK

A record in the possession of a depositor in which certain banking related transactions are maintained.
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  	BANK BOOKKEEPING

Bookkeeping which follows the principles of bookkeeping in other lines of business, but differs in two important particulars: (1) transactions must be recorded as soon after their occurrence as possible, and (2) the bank should be able to determine its financial status and results of operations at the close of each day's business.
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  	BANK BRIBERY AMENDMENTS ACT OF 1985

Amendments to the Comprehensive Crime Control Act which made it a felony for employees of federally insured banks to give or receive anything of value in connection with any business of the bank. The broadness and vagueness of this statute raised an outcry that led to further amendments. The Bank Bribery Amendments Act of 1985 clarified and narrowed the law. These amendments added two important conditions to the existing statute. As amended, the statute prohibits the giving or receiving of things of value in connection with the business of the bank only if such things are given or accepted correctly and with the intent to influence or be influenced.
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  	BANK CAPITAL

Forms of bank capital including common equity, preferred stock, and subordinated debt. Subordinated debt includes interest-bearing obligations that represent a fixed amount of money at some future time, including capital notes and longer term debentures. Historically, the primary components of bank capital recognized by the three federal regulatory authorities include: common stock, perpetual preferred stock, surplus (funds generated internally or externally), undivided profits (accumulated earnings less amounts shifted to the surplus account), contingency and other capital reserves, mandatory convertible instruments, allowance for possible loan and lease losses, and minority interest in equity accounts of consolidated subsidiaries less intangible assets. Secondary components of bank capital include other financial instruments that possess some of the features of capital: limited life preferred stock, bank subordinated notes and debentures, and unsecured long-term debt of the parent company and its nonbank subsidiaries plus intangible assets. Bank capital serves to protect the uninsured depositor in the event of insolvency and liquidation; to absorb unanticipated losses with enough margin to inspire continuing confidence to enable the bank, when under stress, to continue as a going concern; to acquire the physical plant and basic necessities required to provide banking services; to serve as a regulatory restraint on unjustified asset expansion.
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  	BANK CARD

A credit card issued by a commercial bank.
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  	BANK CHARTER

A written document issued by the federal or state government giving a commercial bank the right to conduct business.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BANK CHECK

A bill of exchange drawn on a bank by a depositor and payable on demand.
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  	BANK CLEARINGS

Exchanges for a clearing house; checks and other items presented for collection through a clearing house by its members.
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  	BANK CLERK

Bank teller.
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  	BANK COMMERCIAL PAPER

Negotiable and nonnegotiable bank promissory notes issued at par or discount of any maturity.
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  	BANK COMMISSIONER

A title given in some states to the chief of the state banking department. In some states this officer is known as the superintendent of banks.
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  	BANK CONFIRMATION

A request signed by a representative of an audit client indicating the bank's record of amounts on deposit as well as amounts borrowed and other pertinent business transactions between a company and the bank, mailed to the bank for completion.
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  	BANK COST ACCOUNTING

A subset of bank accounting that develops detailed information about costs as they relate to units of output and to departments and centers, primarily for purposes of product costing and for control and decision-making purposes.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BANK CREDIT

Credit made available to a borrower by a bank; the earning assets of commercial banks, including the variety of shortand long-term loans made to individuals, partnerships, corporations, and others; the
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  	bank's holdings of investments (U.S. Government, state, municipal, and corporate obligations); Federal Reserve credit consists of those Federal Reserve factors that supply or reduce member bank reserves.
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  	BANK CREDIT PROXY

The total of all member bank deposit liabilities subject to reserve requirements (private demand deposits, U.S. government demand deposits, and time and savings deposits).
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  	BANK CUTOFF STATEMENT

A report for the period immediately after the balance sheet date. This statement could include deposit slips and canceled checks clearing the bank between the end of the fiscal period and the cutoff date.
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  	BANK DEBIT

Charges against funds deposited in a bank.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BANK DEPOSIT

Funds placed in a bank against which the depositor can withdraw subject to rules and regulations.
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  	BANK DISCOUNT

Interest on a loan deducted in advance from the face value of the note.
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  	BANK DISCOUNT RATE

A method for calculating loan interest based on the amount to be repaid. When this method of calculating the interest charge is used, the amount loaned is equal to the amount to be repaid minus the interest amount.
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  	BANK DRAFT

A sight or demand draft, drawn by one bank as drawer upon another bank as drawee, to be distinguished from a cashier's check.
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  	BANK EQUIPMENT

Bank equipment classified as conventional and electronic: conventional bank equipment includes such items as addressing machines, typewriter, billing machines; electronic bank equipment includes computers, TV cameras, bank signature verifiers, video tape recorders, tape listers and printers, and many other items.
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  	BANKER

A person engaged in the banking business; one who lends funds belonging to others, as distinguished from one who lends his or her own money (a capitalist). The banking laws of some states have reserved the term banker to designate private banks as distinguished from incorporated banks, at the same time restricting the term ''bank" to incorporated banks.
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  	BANKER'S ACCEPTANCE (BA)

Negotiable time drafts or bills of exchange that have been accepted by a bank, which, by accepting, assumes the obligation to pay the holder of the draft the face amount of the instrument on the maturity date specified, used primarily to finance the export, import, shipment, or storage of goods.
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  	BANKERS' ASSOCIATIONS

Groups of banks, bankers, trust companies, and others formed to promote their general welfare and provide useful information on banking practices and customs and to secure mutual protection and a voice in governmental affairs.
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  	BANKER'S BANK

A central bank, such as the Federal Reserve bank or the Bank of England; a bank located in a large city that specializes in transactions with others maller banks; an institution satisfying all of the following criteria: according to the Federal Reserve, the institution is organized solely to do business with other financial institutions; the institution is owned primarily (75 percent or more) by the financial institutions with which it does business; the institution does not do business with the general public except for customers specified in 12 CFR 204.121-loans to customers other than financial institutions may not exceed 10 percent of the institution's total assets, and the deposits that the institution receives from customers other than financial institutions may not exceed 10 percent of the institution's total liabilities.
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  	BANKER'S BILL

A negotiable time draft or bill of exchange drawn by a bank in one country upon a bank in another country, usually against credit balances and without supporting documents, as distinguished from a commercial bill.
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  	BANKERS BLANKET BOND

An insurance contract designed to reimburse a bank for loss due to employee dishonesty, robbery, burglary, theft, forgery, disappearance, and in some cases, damage and destruction to premises, this contract usually providing coverage in a combination policy.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BANKER'S DRAFT

A check or bill drawn by one bank against balances deposited with another, the term usually applying to domestic transactions.
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  	BANK EXAMINATION

An inspection of the financial condition of a bank, initiated by the bank itself or conducted by legally constituted authorities, to assure the depositors, stockholders, and the public that the affairs of the bank are being conservatively and efficiently managed, classified as either external and internal. The former are compulsory and are conducted by agencies created by the law for that purpose; the latter are conducted by the bank's own auditing department or by public accountants at the request of the bank.
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  	BANK EXAMINERS

Persons appointed according to the national banking laws, the Federal Reserve Act, Federal Deposit Insurance Act, and state banking laws to examine the affairs of banks and banking institutions within each jurisdiction.
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  	BANK EXPORT SERVICE ACT OF 1982

An act designed to encourage U.S. exports by
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  	permitting bank holding companies and other financial institutions, with the approval of the Board of Governors of the Federal Reserve System, to own and operate an export trading company and allowing exporters certain exemptions from antitrust law, also known as the Export Trading Company Act. The act also liberalized the Federal Reserve Board's limits governing bank acceptances.
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  	BANK FAILURES

Banks which have been closed temporarily or permanently on account of financial difficulties, including banks whose deposit liabilities were assumed by other banks at the time of closing, with the aid of loans or purchase of assets by the Federal Deposit Insurance Corporation.
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  	BANK FOR INTERNATIONAL SETTLEMENTS (BIS) 

A bank for central banks; an institution organized to effect a revised settlement of the various financial claims among creditor nations arising out of World War I reparations. The BIS assists central banks in the investment of monetary reserves, provides a forum for international monetary cooperation, acts as agent or trustee in carrying out international loan agreements, and conducts extensive economic research. The BIS has the legal form of a corporation as provided by its charter.
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  	BANKGUARANTEE

A form of credit enhancement in which a bank lends its own credit to assure timely payment of another party's obligation(s).
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  	BANK HOLDING COMPANY

A company that owns or controls two or more banks or other bank holding companies.
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  	BANK HOLDING COMPANY ACT A 1956

act that brought holding companies in the banking field under comprehensive regulation. The Bank Holding Company Act of 1956, popularly known as the Spence Robertson Act, provided a definition of a holding company, established registration requirements with the Governors of the Federal Reserve System, stipulated the regulation of acquisitions, and other matters.
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  	BANK HOLIDAY OF 1933

A suspension of normal banking transactions by member banks of the Federal Reserve System proclaimed by President Franklin D. Roosevelt issued under Presidential Proclamations, March 6, 1933, to deal with emergency economic conditions facing the nation, which lasted until March 13 when they were resumed, subject to restrictions.
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  	BANK HOLIDAYS

Days established by statute or proclamation which suspends banking activities for a special day to commemorate an event, such as New Year's Day, Independence Day, Labor Day, Thanksgiving Day, Christmas, Martin Luther King Day, Columbus Day, and others.
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  	BANKING

A business and a profession classified as a financial institution engaged in receiving, collecting, transferring, paying, dealing, lending, investing, exchanging, underwriting, and safeguarding money; the profession engaged in and the business conducted by a bank or a banker.
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  	BANKING ACT of 1933

An act approved June 16, 1933, the first of the major banking laws enacted by the Roosevelt Administration effecting important changes in the banking laws, also known as the Glass-Steagall Act after its Senate and House sponsors, which created the Federal Open Market Committee and the Federal Deposit Insurance Corporation, and permitted limited branch banking.
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  	BANKING ACT of 1935

An act providing for permanent deposit insurance plan and which increased the powers of the Board of the Federal Reserve System over Federal Reserve banks.
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  	BANKING AFFILIATES ACT of 1982

An act that amends the Federal Reserve Act and designed to prevent abuses of banks' resources related to non-arm's-length transactions, including the extension of credit between a bank and its affiliates not to exceed 10 percent of the bank's capital and surplus. Terms of such transactions must be consistent with safe and sound banking practices.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BANKING BUSINESS

The business of accepting deposits, making loans, and providing related services.
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  	BANKING COMMITTEE, U.S. HOUSE OF REPRESENTATIVES

The Committee on Banking, Housing, and Urban affairs of the U.S. House of Representative responsible for legislation central to a stable monetary and banking system, a productive and competitive economy, and housing and living environments for many Americans.
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  	BANKING DAY

A day during which a bank is open to the public for carrying on substantially all its banking functions; that part of any business day on which an office of a bank is open to the public for carrying on substantially all of its banking functions.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BANKING HISTORIC PURPOSE

"The historic purpose of banking is to take prudent risks through the extension of loans to risk-taking businesses." Alan Greenspan, Chairman of the Federal Reserve, 1993.
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  	BANKING HOURS

The time during which a banking office is open for the normal transactions of business with the banking public. Regulation P, 12 CFR 216.1 (b)
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  	BANKING HOUSE

The premises or building in which a bank conducts its business.
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  	BANKING, HOUSING, AND URBAN AFFAIRS, SENATECOMMITTEE 

A Senate committee to which all proposed legislation, messages, petitions, memorials, and other matters relating to the following subjects is referred: banks, banking, and financial institutions; control of prices of commodities, rents, and services; deposit insurance; economic stabilization and defense production; export and foreign trade promotion; export controls; federal monetary policy, including Federal Reserve System; financial aid to commerce and industry; issuance and redemption of notes; money and credit, including currency and coinage; nursing home construction; public and private housing; renegotiation of government contracts; and urban development and urban mass transit. The committee also studies and reviews, on a comprehensive basis, matters relating to international economic policy as it affects United States monetary affairs, credit, and financial institutions; economic growth, urban affairs, and credit, and reports thereon from time to time.
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  	BANKING POWER

The lending and investing power of a bank as measured by its excess reserves, i.e., reserves maintained in excess of legal reserve requirements, which furnish the basis for expansion of loans and investments.
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  	BANKING SUPPORT

The purchase of securities by large and influential banking and financial interests in sufficient volume to stabilize the market after a break in prices.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BANKING SYNDICATE 

Loosely, a group of investment banking firms associated for the purpose of underwriting and public offering of securities, with one firm as manager. Under the Banking Act of 1933, member banks were forbidden to underwrite and trade in securities, except U.S. government direct and guaranteed obligations and general obligation state and municipal issues.
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  	BANK INSOLVENCY

An insured bank shall be deemed to have been closed on account of inability to meet the demands of its depositors in any case in which it has been closed for the purpose of liquidation without adequate provision being made regarding payment of its depositors.
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  	BANK INTEREST 

Interest computed on the basis of a 360-day year.
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  	BANK INSURANCE FUND

A fund supporting activities of the Federal Deposit Insurance Corporation that backs or supports bank deposits.
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  	BANK LAW

A general term to designate the statutes of the U.S. and of the various states under which banking institutions are organized, operated and regulated; also a reference to the large number of court decisions concerning banking and negotiable instruments, the supervisory authorities, including those of the Board of Governors of the Federal Reserve System, Comptroller of the Currency, Federal Deposit Insurance Corporation, Treasury Department, and state banking departments.
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  	BANK LINE

A line of credit made available by a bank to a customerof a specific amount and for a definite period.
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  	BANK LOAN

An amount of money loaned by a bank to a borrower at interest for a determinable period of time.
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  	BANK MERGE ACT of 1960

Legislation requiring that all proposed mergers of insured depository institutions be acted upon by the appropriate federal banking agency.
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  	BANK MONEY INSTRUMENTS 

Financial instruments which are short-term, interest bearing securities, including certificates of deposits, variable rate certificates of deposits, and bankers' acceptances.
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  	BANKMONEYORDER

A money order issued and sold by banks, as distinguished from postal and express money orders.
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  	BANK NOTE

A bank's own promise to pay to bearer upon demand, and intended to be used as money. The current emission of note issue in the U.S. is now confined to the Federal Reserve banks, which issue Federal Reserve notes.
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  	BANKOFAMERICA 

A major U.S. bank which introduced a plan to license "Bank Americard" nationwide (renamed VISA in 1977).
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BANK OF CANADA

The central bank and banker's bank for Canada established in 1934. The bank acts as the fiscal agent for the government of Canada and serves to regulate credit and currency in the best interests of the economic life of the country, to control and protect the external value of the national monetary unit, and to mitigate by its influence fluctuations in the general level of production, trade, prices, and employment within the scope of monetary action, and generally to promote the economic and financial welfare of the Dominion.
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  	BANK OF DEPOSIT

Strictly, any bank that receives deposits, which would include practically every banking type; in ordinary usage, however, it applies to banks which receive deposits subject to check, and therefore to commercial banks and the banking departments of trust companies.
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  	BANK OF DISCOUNT

A bank that discounts notes, acceptances, and bills of exchange and otherwise lends its credit. All commercial banks are banks of discount, including national banks, state banks, and the banking departments of trust companies. Federal Reserve banks also come under this designation.
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  	BANK OF ENGLAND

The central banking institution of England, with its main office in London atThreadneedle Street, E.C. 2, popularly known as the Old Lady ofThreadneedle Street. Originally chartered by act of Parliament in 1694, the Bank of England has branches for note issuance and exchange control activities at eight locations.
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  	BANK OFFICERS

Directors, president, vice president, secretary, treasurer, cashier, comptroller, auditor, trust officer, functional vice presidents in charge of particular divisions, and other officers with duties and responsibilities as defined by corporate powers.
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  	BANK OF FRANCE

Originally established in 1800 and formally chartered in 1803, at a time when no other French banks existed, a bank serving the public directly through a large network of branches and offices besides serving as the nation's central bank.
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  	BANK OFGERMANY

In Germany, the federal bank of issue (Bundesbank) established on July 4, 1957, and effected on August 1, 1957 which serves as the central bank. Legal duties and powers concern influencing the circulation of money and the supply of credit.
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  	BANK OF JAPAN

The central bank of Japan established in 1882.
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  	BANKOFMASSACHUSETTS

The first state chartered banking institution which was incorporated in 1784.
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  	BANK OF NEW YORK

The earliest bank in New York City, organized on March 15, 1784, and first opened for business on June 9, 1784. Alexander Hamilton, then 27 years old, was one of the founders and members of the first board of directors.
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  	BANK OF NORTH AMERICA

The earliest bank in the history of the United States, originally located in Philadelphia and chartered by the Continental Congress on May 26, 1781, planned by Robert Morris, Superintended of Finance of the American Revolution. The bank performed the functions of a commercial bank, made loans to the government, and issued circulating notes redeemable in coin.
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  	BANK ORGANIZATION

The scheme or plan by which the various divisions, departments, sections, operating units, and individual jobs of a bank are coordinated and subordinated, authority defined, functions described, and responsibilities located for officers and employees, to the end that the banking business may be properly controlled and made to operate efficiently and effectively.
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  	BANK PAPER

Drafts, bills, and acceptances payable by banks; commercial paper discounted by a bank.
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  	BANK PROTECTION ACT OF 1968

Legislation requiring federal regulators to establish minimum standards for bank security against robbery, burglary, and larceny, including security devices and surveillance systems.
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  	BANK RATE

The rate of discount fixed by the central bank of a country for the rediscounting of eligible paper, and also the rate charged by the central bank on advances on specified collateral to banks; the lowest or prime rate charged by the central bank where there are multiple central bank rates depending upon the type of paper and maturities involved.
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  	BANK RECONCILIATION

A schedule showing the reconciling of the difference between the cash per bank and cash per books of a company or individual.
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  	BANK RECORDS

Records which reflect financial transactions and which can be used to verify compliance with regulatory and legislative requirements and which also satisfy bookkeeping and accounting requirements.
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  	BANK REFERENCE

The name of the bank with which a concern has an account, given to another concern as a reference in order that its credit standing may be investigated.
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  	BANK REGULATION

The formulation and issuance by authorized agencies of specific rules or regulations, under governing law, for the conduct and structure of banking; regulatory structure of the banking industry established to increase the safety and soundness of banking and the payment system existing at the federal and state levels.
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  	BANK RETURN

The bank statement published weekly by the Bank of England.
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  	BANKROBBERY

Taking or attempting to take by force and violence or intimidation from a person or possession of another; entry or attempt to enter a bank or building used wholly or partly by a bank or savings and loan association, with intent to commit any felony affecting such bank or savings and loan association and violating any U.S. statute or any larceny; taking and carrying away, with intent to steal and purloin any value exceeding $100 belonging to or in the possession of any bank.
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  	BANK ROLL

Slang for to finance; money resources.
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  	BANK RUN

Rapid withdrawals of deposits from a bank. Historically, the United States has seen countless bank runs on banking institutions and runs that have shaken the entire industry and economy. The term finds its origin from earlier times when customers would panic on a rumor and run to the bank to close their accounts. Runs on banks were common during the panics of 1937, 1857, 1873, 1900, 1907, and the 1930s.
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  	BANKRUPT

A person recognized by law as being unable to pay debts; a term replaced by the term debtor, defined as a person or mu-
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  	nicipality involving a situation where the debtor is unable to pay debts as they mature under provisions of the National Bankruptcy Act of 1978, as amended.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BANKRUPTCY

A judicial procedure for dealing with insolvency and providing remedies for parties associated with financial difficulty or failure.
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  	BANKRUPTCY INSOLVENCY

A condition in which an entity has total debts in excess of the fair market value of its assets.
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  	BANK SECRECY ACT

A common name for the Currency and Foreign Transactions Reporting Act, passed originally in 1970 and amended in 1982, 1984, and 1986. The act consists of a number of record keeping and reporting requirements designed to overcome foreign bank secrecy laws. The law makes it mandatory to report the large cash transactions that are typical in tax evasion, embezzlement, securities violations, drug trafficking, and other illegal activities.
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  	BANK SECURITIES

Commercial bank securities including convertible or nonconvertible capital debentures, convertible or nonconvertible preferred stock, and common stock.
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  	BANK SERVICE CORPORATION ACT

An act that provides that an insured bank may invest not more than 10 percent of paid-in and unimpaired capital and unimpaired surplus in a bank service corporation. A bank service corporation performs a variety of services including the following: check and deposit sorting and posting, computation and posting of interest and other credits and charges, preparation and mailing of checks, statements, notices, and similar items, and other clerical, bookkeeping, accounting, statistical, or similar functions performed for a depository institution. A bank service corporation is not authorized to take deposits.
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  	BANKS FOR COOPERATIVES 

Banks established to provide a permanent source of credit (commodity loans, operating capital loans, and facility loans) on a sound business basis to farmers' cooperatives.
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  	BANKSTAMP

The endorsement of a bank placed on the reverse side of a check, note, acceptance, or other negotiable instrument with a rubber stamp or an endorsement machine.
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  	BANK STATEMENT

The financial report of a bank including the statement of condition of a bank presenting the nature and amount of its assets, liabilities, and capital accounts and other financial statements; a statement of a customer's account that the bank provides periodically, usually monthly, showing deposits made, checks paid during the period, the ending balances, and other information; a term also applied to the weekly statement of the Federal Reserve banks, individually and on a consolidated basis, as well as to the statistical report "Weekly Condition Report of Large Commercial Banks"of the Federal Reservesystem and similar regulations by the Federal Deposit Insurance Corporation for insured state nonmember banks, to regulations of the Comptroller of the Currency governing registration, and statement requirements for national banks.
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  	BANKWIRE

The system for transfer of bank funds available to bank members in the Payment and Administrative Communications Corporation, a cooperative which owns the operating company, the Payment and Telecommunications Services Corporation. The bankwire system is an alternative to the Federal Reserve's wire network.
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  	BAROMETER STOCKS

Standard, active stocks which lead the movement in other stocks and indicate the general trend of the market; stocks whose movements are followed systematically by other stocks.
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  	BARTER 

Direct exchange of goods or services without the use of money.
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  	BASE COINS

Coins made of metal less valuable than gold or silver, e.g., nickel and copper.
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  	BASE INDEX

The reference point from which index rate changes are measured on a mortgage with a variable rate.
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  	BASE RATE LOAN PRICING

A method of pricing loans that sets rates at relatively narrow spreads of 25 to 75 basis points over money market rates and below the prime rate.
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  	BASIS

The rate of yield to maturity on bonds and other debt securities; in trading in commodities, the spread (difference) between the spot (cash) price and the price of near futures contracts in the particular commodity or distant futures.
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  	BASIS GRADE

In the commodity markets, the basic contract grades deliverable on contracts at par, without premium or discount.
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  	BASIS POINT

One-hundredth of a percentage point of yield on a bond or note. A yield of 8.00 percent is 800 basis points. Basis points can be used to measure changes in interest rates.
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  	BASIS RISK

The risk that the yield and price correlation between a hedged item and a hedging vehicle should change.
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  	BASIS SWAP

A type of interest rate swap in which the contracting parties exchange obligations to make floating interest rate payments, these payments being tied to various interest rate indexes.
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  	BASIS YEAR

A 360, 365, or 366 day year.
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  	BASLE AGREEMENT

The agreement on riskbased capital adequacy standards for
	

	

	















 

  	
  	
  	
  



	




	Page 27

	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	commercial banks reached by central banking authorities from the United States, Western Europe, and Japan, finalized in July 1988, at the Bank for International Settlements in Basle, Switzerland. The Federal Reserve Board's final risk-based capital regulations are based on this agreement.
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  	BASLECONCORDAT

An agreement endorsed by the governors of the world's major central banks in December 1975 which established guidelines relating to the supervisory responsibilities forbanks operating in more than one national jurisdiction, including foreign banks, branches, and subsidiaries.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BATCHPROCESSING

Computerized processing for similar transactions in a group or batch.
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  	BEAN COUNTER

An insensitive, derogatory, disparaging, pejorative, uncomplimentary reference to accountants, usually used in a humorous or condescending context.
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  	BEAR

Among operators in various markets, a person who believes that security or commodity prices will decline, and who accordingly sells or is willing to sell on that expectation, as distinguished from a bull.
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  	BEARER

The person in possession of an instrument, document of title, or security payable to bearer or endorsed in blank; the holder of money or a check, bill, note, or other instrument.
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  	BEARER BONDS

Coupon bonds, which are payable to bearer and carry detachable interest coupons.
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  	BEARER SECURITY

A security that has no identification as to owner, it being presumed to be owned by the bearer or the person who holds it and which securities are freely and easily negotiable.
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  	BEAR MARKET

The stock market when the influence of the bears is predominant and the trend of prices is downward; a market in which the downward tendency has been prolonged or is expected to be prolonged, with minor upward interruptions, over an extended period such as a year or more; in terms of the Dow Theory, a market in which the primary trend is downward.
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  	BEAR RAID

On the stock market, vigorous short selling by the bears, taking tactical advantage of the technical position of an overbought market to force prices down and thus compel those who are long of stocks to sell at a loss while the bears cover at a profit.
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  	BELLWEATHER

A security recognized as a reflector of a market trend.
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  	BELOW PAR

A price quoted below the face value of a security.
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  	BENCHMARK INSTRUMENT

The treasury bond or note on which a futures contract is traded, used by traders to standardize the interest rate risk exposure by converting a bond position to a risk equivalent position; baseline instrument.
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  	BENEFICIAL INTEREST

The interest of a beneficiary, as opposed to the interest of a trustee who holds legal title; the equitable interest in property held in trust, which the beneficiary may enforce against the trustee according to the terms of the trust.
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  	BENEFICIALOWNER 

A person who possesses the benefits of ownership but who does not have the title of the property.
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  	BENEFICIARY

One in whose favor a trust operates, or in whose behalf a life insurance policy, annuity, will, letter of credit, or other document conferring value is drawn. The beneficiary under a letter of credit is the party in whose favor it it issued and who is entitled under its terms to draw a bill of exchange for acceptance by the issuing bank and for discount by the notifying bank.
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  	BENEFICIARY'S BANK

The bank identified in a payment order as the bank to make payment to the beneficiary, accepts the payment order and makes payments to the beneficiary by either credit to an account or otherwise.
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  	BENEFIT-COST ANALYSIS

A method for evaluating a project or program, the methodology involving a comparison, in present value, of benefits and costs. Benefit-cost analysis maximizes benefits for a prescribed level of costs, determines the minimum level of expenditures to achieve a pre-specified level of benefits, or maximizes net benefits.
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  	BENEFIT PRINCIPLE OFTAXATION

A principle of taxation based on the premise that those consumers who directly receive the benefits from public goods and services should finance those public goods and services.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BENELUX 

A group of European countries, including Belgium, the Netherlands, and Luxembourg formed in 1948 to encourage and develop economic activity among themselves.
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  	BEQUEST

A gift or legacy of personal property left by a decedent in a will; a testamentary gift of personalty, as distinguished from a testamentary gift of realty, called a devise.
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  	BEST EFFORT UNDERWRITING

An underwriting agreement under which a securities firm promises an issuer that it will do its best to sell an offering but does not guarantee to sell the entire issue at the offering price.
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  	BEST'S RATING SERVICE

A rating service for the insurance industry, with its top rating being A+.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BETA

A measure of market risk and the extent to which the returns on the stock or stock portfolio move with the overall market for
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  	stocks as measured by some broad stock index; the risk that investors incur by investing in a specific firm's equity.
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  	BETA STOCKS

A coefficient that provides information on how a stock's return changes relative to changes in the market value. A positive beta stock tends to move in the same direction as the market; a negative beta stock tends to move against the market. A beta greater than one indicates a stock that tends to move proportionately more than the market. It rises further when the market rises and falls further when the market falls. A beta of less than one describes a stock that is less volatile than the market.
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  	BETTERMENTS

Improvements that are substitutions of one asset for another.
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  	BIAS

Giving more weight to the facts that support one's opinion than to conflicting data; in accounting, a reference to a tendency for measurements to be consistently too high or too low; neither neutral nor impartial.
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  	BID-AND-ASKED QUOTATIONS 

Prices at which securities are wanted and at which they are offered for sale.
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  	BID/ASK SPREAD

The difference between the highest price that any buyer is willing to pay for a security and the lowest price that any seller is willing to receive for the security.
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  	BID PRICE

The price offered for a security or commodity by a prospective buyer; the price at which a security or commodity is wanted, and subject to immediate acceptance, unless otherwise stated, for the amount specified.
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  	BID-TO-COVER RATIO

A ratio of the number of bids received in a Treasury offering to the number of bids accepted by the Treasury, an increase in the ratio over a previous period considered as a stronger demand for the product.
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  	BIG BANG

A reference to the deregulation of the London securities market on October 27, 1986.
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  	BIG BOARD

Coloquially, the New York Stock Exchange.
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  	BIG SIX

A reference to the six largest public accounting firms: Arthur Andersen & Co., Coopers & Lybrand, Deloitte & Touche, Ernst & Young, KPMG Peat Marwick, and Price Waterhouse.
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  	BILATERAL

In law, affecting both parties to a contract or transaction binding them to reciprocal obligations.
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  	BILL

A debt instrument with an original life of less than one year, usually issued at a discount to face value and redeemed at par; a term used in conjunction with another term, such as bill of exchange, bill of sale, due bill, Treasury bill, tax anticipation bill, and others; money; a charge for goods or services.
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  	BILL FOR PAYMENT

A draft or bill of exchange drawn and presented for payment, as distinguished from a bill for acceptance.
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  	BILLINGCYCLE

The interval between the days or dates of regular periodic statements, such intervals shall be equal in length and no longer than a quarter of a year.
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  	BILLION 

A thousand millions, as in dollars.
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  	BILL OF CREDIT

A written advice requesting the party to whom it is addressed to extend credit to the bearer on the voucher or security of the signer; paper issued by a sovereign authority and intended to circulate as money (John Marshall). The U.S. Constitution empowers Congress to borrow money and to emit bills of credit. The use of this term to denote government paper money is obsolete.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BILL OF EXCHANGE

An unconditional order in writing from one person (the drawer) to another person (the drawee) directing the latter to pay a certain sum of money at a fixed or future determinable date to the order of a third party (payee); a draft.
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  	BILL OF LADING

A receipt issued by a carrier, as bailee, certifying that it has received the therein described goods, from the withinnamed consignor, for transportation to a specified destination, to a specified consignee, or to the order of any person, and which serves as a receipt of goods and as a contract of transportation; a means of identification and description of the shipment, parties, route, etc., and a source of data for the preparation of other documents by the carrier.
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  	BILL OF RIGHTS

An official statement of the fundamental rights of the people of a country integrated into the Constitution of the United States as Amendments 1-10, as well as in all state constitutions.
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  	BILL OF SALE 

A document which conveys title to, or right or interest in, personal property from the seller to the buyer.
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  	BILLS

This term has various meanings: bill of exchange; a statement of accountor of money due; note; bill of lading; bill of sale; a way bill or written list and description of goods that a transportation company accepts for transporting goods.
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  	BILLS DISCOUNTED 

The aggregate of notes acceptances, and bills of exchange that a bank has discounted for its customers; the title of an account in the general ledger that controls the bills discounted ledger to indicate the total bills discounted.
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  	BILLS DISCOUNTED LEDGER

A subsidiary ledger in which the details of all notes, acceptances, and bills of exchange discounted are classified by customers so that the amount and nature of the liability of each borrower
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  	on this class of paper can be readily ascertained.
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  	BILLS DISCOUNTED OVERDUE 

The aggregate of notes, acceptances, and bills of exchange that were not paid at maturity and are held separately awaiting collection, legal action, or writing off as a loss.
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  	BILLS DISCOUNTED REGISTER

A journal or register in which notes, acceptances, and bills of exchange discounted are entered numerically and chronologically.
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  	BILLS PAYABLE

Notes and acceptances upon which a business is the principal debtor as shown by its books; aggregate sum due to trade creditors as evidenced by notes or acceptances held by them; a controlling account in the general ledger to indicate the total of notes and acceptances that the business is bound to pay at maturity; the sum that a depository institution has borrowed from a Federal Reserve bank or on its own collateral note.
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  	BILLS RECEIVABLE

Notes and acceptances given by customers, usually in payment of merchandise as shown by the books of a business; aggregate sum due from trade debtors evidenced by notes and acceptances upon which they are the principal debtors; a controlling account in the general ledger to indicate the total of notes and acceptances on hand and which the principal debtors thereon are bound to pay at maturity.
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  	BIMETALLISM 

The free concurrent coinage of two metals, usually gold and silver, without limitation as to quantity at an established coinage or mint ratio into coins of full legal tender power.
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  	BINDER

A preliminary written agreement that sets forth the most significant items of a contract and give temporary protection to the holder before the formal contract is drawn up, as in real estate and insurance transactions.
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  	BLACK FRIDAY

September 24, 1869. At this time the balance of trade was heavily against the United States and gold was rapidly flowing out of the country. After the U.S. Treasury discontinued the sale of gold, Jay Gould, then president of the Erie Railroad and bold speculator, attempted to get a corner on the entire stock of gold, and to compel those who had sold it short to cover at dictated prices. He organized a pool and the joint venture plan was put into operation. The price was forced from 133 to 162 in about 20 days, the highest price being attained on Black Friday. Thereafter the price quickly receded to normal.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BLACK LIGHT VERIFICATION

A procedure for verifying a signature using ultraviolet ink allowing a teller to compare a signature in a passbook with a depositor's signature in another document.
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  	BLACK MONDAY

 October 19, 1987. At this time the stock market collapsed and triggered similar losses in major financial markets throughout the world. The Dow Jones industrial average fell 508 points, representing a loss of 22.6 percent of its value. The volume of 606 million shares traded was almost double the previous record for volume.
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  	BLACK-SCHOLES 

An option pricing model and formula derived by F. Black and M. Scholes for securities options and later refined by Black for options on futures.
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  	BLACK TUESDAY

October 29, 1929, is the date of the Great Crash of stock prices on the New York Stock Exchange.
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  	BLAND-ALLISON ACT

An act passed February 28, 1878, that required the Treasury department to purchase at the market price not less than $2 million or more than $4 million of silver bullion a month for immediate coinage into silver dollars of 412.5 grains at the mint ratioof 15.988 to 1. The act was a compromise measure between those in favor of the remonetization of silver and those opposed. As first introduced it provided for the free coinage of silver. This act was one of the "peglegs" of silver of the "limping standard" of the U.S. from 1879 to 1900.
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  	BLANK CHECK

A bank check with no stated amount but having a signature.
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  	BLANK ENDORSEMENT

An endorsement that specifies no particular endorsee and which may consist of a mere signature; an instrument payable to order and endorsed in blank becomes payable to bearer and may be negotiated by delivery alone until specially endorsed. The holder may convert a blank endorsement into a special endorsement by writing over the signature of the endorser in blank any contract consistent with the character of the endorsement.
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  	BLANKET BOND

An insurance, uniquely for banks, that insures against loss from robbery, fraud, embezzlement, forgery, and other security hazards.
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  	BLANKET MORTGAGE

A mortgage covering all the property or group of properties of a corporation that is given to secure a single debt.
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  	BLANK TRANSFER

An assignment or transfer of stock in blank.
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  	BLIND TRUST 

A trust that expressly prohibits communications between the trustee and another party, such as a government official, regarding the trust's holdings and activities. The trustee is empowered to make decisions independent of any consultation with orcon-
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  	trol by the interested party.
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  	BLOCK 

A large amount of stock or bonds sold or offered for sale; a multiple of a full lot of stocks; a lot, batch, or bundle of checks deposited for credit with a bank together with their deposit slips for sorting into selfchecks, clearinghouse checks, nonclearinghouse ormessengerchecks, and transitchecks and for proving with the related deposit slips.
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  	BLOCKED CURRENCY

A currency designated for a special use, as distinguished from a free universal use. A blocked currency arises from the decision of a government to withhold payment from various classes of foreign creditors, and is used as a means of controlling its foreign exchange and trade.
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  	BLOCKGRANT 

A governmental grant of funds that a lower branch of government may use for discretionary purposes.
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  	BLOCK SYSTEM 

A system used in the receiving teller's, mail teller's, and clearinghouse (check) departments of a bank for sorting and proving checks against their relative deposit slips; a system of preliminary accounting employed in many banks to save time in proving customers' deposits before the deposit slips are posted to the individual customers' ledger.
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  	BLOCK TRADES 

Trades of 10,000 shares or more of a given stock, or trades of shares with a market value of $200,000 or more.
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  	BLOOD MONEY

Compensation paid to a hired murderer or to the survivors of a slain man or informer.
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  	BLOTTER

Among banks and brokerage bookkeepers, an original entry record of transactions, e.g., securities sales blotter, securities withdrawals blotter; a journal or temporary record of transactions that are later posted to a ledger.
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  	BLUE CHIP

Taken from poker terminology, stock issues commanding high prices, particularly in relation to earning power, relative to other stock issues; a stock to which a high degree of popular esteem or preference is attached so that it is relatively high-priced.
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  	BLUE LIST 

A daily financial publication, Blue List of Current Municipal Offerings, that provides a listing of bonds offered for sale by dealers and banks.
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  	BLUE SKY LAWS

Laws by most states to provide for the issuance of securities, the flotation or sale of a particular issue or block of securities, and the regulation of the business in dealing in securities. The main purpose of blue sky laws is to prevent fraud in the sale and disposition of stocks, bonds, and other securities, and to protect the investing public, especially the inexperienced, from fraudulent and worthless security promotions.
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  	BOARD LOT 

The unit of trading for securities upon an exchange.
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  	BOARD OF ADJUSTMENT

An official governmental entity that hears and decides all matters referred to it or upon which it is required to act under the zoning ordinances, advertising ordinances, and similar activities usually empowered to modify or interpret various requirements contained in these ordinances so that the spirit of the ordinances is observed with appeals from decisions of this board going to the state Supreme Court.
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  	BOARDOFGOVERNORS OFTHE FEDERAL RESERVE SYSTEM 

The governing board of the Fed, comprised of seven members, each appointed by the President and confirmed by the Senate for a term of 14 years. The Board represents an independent agency of the Federal government, reporting directly to Congress, and having primary responsibilities for the formation of appropriate credit and monetary policies to carry out the basic functions of the Federal Reserve system along with certain supervisory responsibilities of Reserve Banks, bank holding companies, and banks belonging to the system.
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  	BOARD OF TRADE 

An organization formed to promote community, industrial, and commercial interests, also known as a chamber of commerce; a title sometimes given to a special exchange, e.g., Chicago Board of Trade.
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  	BOB English colloquialism for shilling.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BOBTAIL STATEMENT

A summary or condensed statement of a customer's demand deposit statement.
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  	BOILER PLATE

Routine legal and financial clauses included in a contract, motion, will, real estate closing, and other contracts or legal documents. Boiler plate clauses often are required by federal or state regulatory agencies.
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  	BOILER ROOM 

An enterprise that is often operated out of inexpensive low-rent quarters (hence the term "boiler room"), uses high pressure sales tactics (generally over the telephone), and possibly false or misleading information in an attempt to get unsophisticated investors to invest in questionable commodity, stock, real estate, or other transactions.
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  	BOLSA MEXICANA DE VALORES

The Mexican stock exchange.
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  	BONA FIDE 

Without fraud; in good faith.
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  	BONANZA

The Spanish word for prosperity; in finance, a providential or lucky discovery of riches.
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  	BOND

An interest-bearing certificate of debt, being one of a series constituting a loan made to, and an obligation of, a government
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  	or business corporation; a formal promise by the borrower to pay to the lender a certain sum of money at a fixed future day with or without security, and signed and sealed by the maker/borrower; a promise to pay a principal amount on a stated future date and a series of interest payments, usually semiannually, until that date.
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  	BOND ANTICIPATION NOTE

Short-term municipal notes issued to provide temporary funds repaid when proceeds are received from a long-term bond issue.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BOND ASSURANCE COMPANY

A major bond insurer firm.
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  	BOND CIRCULAR

An advertisement issued by a bank, syndicate, or bond house offering bonds for sale, or for the purpose of influencing purchase in bonds.
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  	BOND COVENANTS

Pledges associated with the issuance of bonds designed to control conflicts of interests between bondholders and stockholders, e.g., future dividends and future debt issuance.
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  	BOND DISCOUNT

Excess of a bond's maturity value (par) value over its issue price.
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  	BOND DURATION

A measure of the weighted average life of a bond, used in asset/liability management. The present values of the cash flows expected from the bond each period are used as weights in calculating the average. Calculating the bond duration yields a single number that measures the average age of the security in units of time such as months or years.
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  	BONDED DEBT 

Funded debt; the fixed debt of a government or business corporation represented by bonds.
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  	BOND FUNDS

Registered investment companies whose assets are invested in diversified portfolios of bonds.
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  	BOND HOLDER

An owner of bonds, whether coupon bonds, which are negotiable bonds payable to bearer, or registered bonds, which are registered in the name of the owner as to either principal and interest or principal only; a creditor of the issuer.
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  	BOND HOUSE

A firm engaged in underwriting, distributing, and dealing in bonds primarily, and generally also other securities.
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  	BOND INDENTURE

The group contract between the bond issuer and the bondholders describing the rights and obligations of the contracting parties, and names the banks or trust company that is to represent the bondholders.
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  	BOND INSURANCE 

Insurance available from private insurance companies that offers double value because the bondholder with insurance relating to bond principal has two independent sources of repayment and security.
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  	BONDMARKET 

The principal market for bonds including the over-the-counter markets, with markets made and trading carried on by bond houses tending to specialize in trading as well as underwriting in one or more speciality.
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  	BOND OF INDEMNITY 

A written instrument in which the signer, the bondsman, guarantees to protect another party against loss, often used in securing a corporation against loss in the case of presentment in the future of a security lost by the owner and reissued by it and to protect the drawee bank when the drawer issues a stop-payment order against a certified check.
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  	BOND RATINGS

Measures or yardsticks of investment quality, i.e., of business risk and financial risk present in bonds. The principal rating agencies are Moody's (a subsidiary of Dun & Bradstreet, the latter itself specializing in municipal bond ratings) and Standard & Poor's (a subsidiary of McGraw Hill, Inc.).
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BONDREGISTER

An original entry record kept by a bank or trust company for entering the details of each purchase or sale of bonds belonging to the investment account and from which posting ise made to the bond or securities ledger; a term applied to the record kept by a corporation of its bonds sold direct, and to the records of the registrar of bonds, such as a bank or trust company, when acting in that capacity for a corporation that has issued registered bonds.
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  	BOND SINKING FUND 

Assets segregated for the purpose of retiring bonds payable at maturity.
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  	BOND VALUES TABLE

Tables of bond yields or bond values that assist encompassing bond yields to maturity, or in calculating the price or value of a bond necessary to afford a given yield to a given maturity.
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  	BON FIDE CASH MANAGEMENT 

A cash management plan where an institution and a depositor have agreed that the institution may use the balance in one account to offset the overdrafts in another account of the same or a related depositor and where some genuine cash management purpose is served.
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  	BONUS BONDS

Bonds issued in payment of, or to raise money for promoters' services, or bonds issued by a municipality to induce a manufacturing industry to locate in or a railroad to enter the town; a term given to soldiers' bonus bonds or soldiers' adjusted bonds, that were issued by various states to raise funds to pay bonuses to veterans of the world wars.
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  	BONUS STOCK

 Shares of stock given as a bonus to purchasers thereof, equivalent to selling stock at a discount.
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  	BOOK

On the stock exchange, the specialist's
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  	book that contains the limited orders to buy and sell the stocks in that specialty; in accounting, a bookkeeping or accounting record, such as journals and ledgers.
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  	BOOK ENTRY FORM 

A registration procedure that replaces paper documents with computer entries, providing for the owner's name to be carried on the books of the issuer, with interest paid by check to the registered owner on the appropriate date, often used when federal agencies, state, and municipal securities are acquired, a practice used since 1983.
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  	BOOKKEEPING

A form of record keeping usually associated with the mechanical, routine, and repetitive aspects of the accounting process, such as journalizing (recording a transaction in a journal, the book of original entry), posting (transferring of amounts from a journal to a ledger-a book of accounts), and taking a trial balance (list of ledger accounts with their balances).
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  	BOOKKEEPER

An individual charged with keeping the financial books of a business or other entity.
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  	BOOKOFACCOUNT

Journal or ledger used to record the economic or financial activities of a business or other entity.
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  	BOOKS CLOSE

The day on which the transfer books of a corporation close in order that the corporation itself or its transfer agent may make a correct list of the stockholders who are entitled to receive a dividend declared on the payable date.
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  	BOOKS OPEN

The days the transfer books of a corporation are open for the transfer of stocks, after having been closed over an interval for the purpose of determining the stockholders of record who are entitled to receive dividends, to vote, etc.
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  	BOOK VALUE

Total assets of a company less total liabilities as reported in the financial statements, accounts, or books of an entity, sometimes referred to as carrying value; original cost less accumulated depreciation; a term also applied to specific assets or liabilities, e.g., bonds payable less a discount on the bonds represents the bond's book value; the amount of stockholders's equity on the company's books for each share of its stock.
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  	BOOT

Monetary consideration related to exchanges of property, plant, and equipment (nonmonetary assets); the ''other property" received in an exchange where, but for such other property, the transaction would be nontaxable (tax law); to start or restart a computer.
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  	BORROW 

To acquire something with the promise to return it or its equivalent.
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  	BORROWED BONDS

Bonds borrowed by one bank from another with or without commission because of a shortage of bonds eligible to secure government deposits or to serve as collateral for loans with a Federal Reserve bank. Bonds, like stocks, are sometimes borrowed by brokers to arrange for delivery when short sale contracts have been made by customers.
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  	BORROWED STOCK

Stock borrowed by brokers to make delivery on short sale contracts executed for customers.
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  	BORROWER

A person or concern to which money is loaned.
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  	BORROWING AUTHORIZATION

Agreement or resolution that authorized certain individuals to borrow funds on behalf of a corporation or partnership.
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  	BORROWING POWER

The capacity of an individual, firm, or corporation to borrow or to procure accommodation at a bank.
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  	BOSTON LEDGER 

A form of ledger, also known as the progressive ledger, that has been almost universally adopted throughout banking practice. Instead of giving a page to each account, as in the case of a balance ledger, one writes or prints the name of the accounts in alphabetical order vertically down the ledger sheet, with occasional spaces allowed for inserting new names. The days run horizontally across the width of two pages, the column for each day being divided to provide for debits and credit postings.
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  	BOTTOM LINE 

A reference to the net income line on an income statement which summarizes the performance for the period; the ultimate result, outcome, expectation, or significant information to be considered.
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  	BOTTOM PRICE 

The lowest price; the price at which a single security or the market average reaches the lowest point in a single day's trading, or in a major or minor movement.
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  	BOURSE

The stock exchanges in the principal cities of continental Europe. Boerse is the Dutch equivalent; Bolsa is the Spanish equivalent.
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  	BOUTIQUE

An investment bank that specializes in a few services and does not provide a full range of investment banking services.
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  	BRACKET CREEP

A reference to the movement of taxpayers into higher tax brackets as their incomes rise to keep pace with inflation. In 1985, the tax laws were changed to provide for indexing to eliminate bracket creep by raising the income tax brackets, personal exemptions, and standard deduction each year to reflect the rising cost of living.
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  	BRADY BONDS

Securities issued by developing nations as part of a debt restructuring program named for former Treasury Secretary Nicholas Brady, representing bonds made from defaulted foreign commercial bank
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  	loans that have been converted into bonds, the principal of the new bonds being backed by zero-coupon U.S. Treasury securities.
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  	BRADY REPORT 

A report consisting of recommendations for better regulatory coordination of the markets as a reaction to the October 19, 1987, stock market collapse. Among otherthings, the report recommended establishing circuit breakers to prevent a market meltdown.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BRANCH 

"Any branch bank, branch office, branch agency, additional office, or any branch place of business located in any state of the United States, or in any territory of the United States, Puerto Rico, Guam, or the Virgin Islands at which deposits are received or checks paid or money lent." Regulation P, 12 CFR 216.1 (d)
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  	BRANCH BANKING

The system of banking in which a banking institution conducts branches or offices at locations other than that of the main or head office, as distinguished from single-office banking; a type of multiple-office banking under which a bank as a single legal entity operates more than one banking office.
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  	BRANCH OFFICE

"Any office of a financial institution that is approved as a branch by a federal or state supervisory agency; or for a financial institution that is not required to obtain approval for a branch office, any office of the institution that takes applications from the public for home-purchase or home-improvement loans; the term excludes free-standing automated teller machines and other electronic terminals." Regulation C, 12 CFR 203.2 (b)
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  	BREACH

To disrupt, interfere with, violate, or break a promise, contract, promise or other obligation or commitment.
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  	BREACH OF CONTRACT

Failure to perform on a contract or a violation of a law.
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  	BREACH OF PRIVACY

Knowingly and illegally intercepting, withoutconsent, a message by telephone, telegraph, letter or other means of private communications, divulging without consent of the sender or receiver, the existence or contents of such messages if such person knows that the message was illegally intercepted, or if the person illegally learned of the message in the course of employment with an agency in transmitting it.
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  	BREAK-EVEN

To conclude a transaction or level of activity with neither a profit nor a loss. A break-even point is reached when revenue of a firm equals costs and expenses.
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  	BREAK-EVEN ANALYSIS

Financial analysis involving the computation of the amount of sales required to cover all fixed and variable costs without making a profit or loss.
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  	BREAK-EVEN POINT

A level of sales at which revenue equals expenses and at which level of activity neither a profit nor loss is made.
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  	BREAK-EVEN RATIO

A measure of the relationship of debt service and operating expenses to gross income; the occupancy level to make neither a profit nor a loss.
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  	BREAK-UP POINT

Liquidating value, indicating the actual or estimated market value of net assets per share applicable to each class of security according to its priority in the capitalization.
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  	BREAK-UP VALUE

The value of a firm in the event that it would not continue as a goingconcern but would be broken up into parts and disposed of accordingly, as contrasted with its value when disposed of as an entity; the value of an entity as determined by computing the discounted cash flows of its segments.
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  	BREADTH-MOMENTUM INDEX 

A comparison of the amount of movement up or down of the advance-decline line with the movement of the New York Stock Exchange Index of stock prices.
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  	BRETTON WOODS AGREEMENT

The Articles of Agreement adopted by the international monetary conference of 44 nations. These articles proposed the establishment of two international institutions, the International Monetary Fund and the International Bank for Reconstruction and Development, as part of the economic foundation for a peaceful and prosperous post-war world advocated by the U. S.
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  	BRIBERY

A criminal act of giving, providing, or offering something of value, such as money or a favor, to someone in a position of trust to induce that person to do something or act dishonestly or to influence performance of an official duty.
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  	BRICK

A package of new currency shaped in the form of a brick.
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  	BRIDGE BANK

A method of dealing with bank
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  	failures created under the Competitive Equality Banking Act of 1987 which allowed the Federal Deposit Insurance Corporation to bridge the gap between a failed bank and a satisfactory takeover that was still incomplete at the time of the target bank's failure. The bridge bank would assume the assets and liabilities and carry on the business of the failed bank for a limited time under regulatory supervision.
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  	BRIDGE LOAN

A loan made to meet a customer's needs until it can raise additional permanent funds; the swing loans often used in construction loans.
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  	BRIEF

In law, a memorandum or summary of points of fact or of law used in legal proceedings.
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  	BROKER

An intermediary who brings together buyers and sellers of the same security, real estate, commodity, or other asset and executes their orders, receiving a commission or brokerage therefor.
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  	BROKERAGE LICENSE 

The privilege or right conferred by a state to conduct a business of a stock broker, real estate broker, and others.
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  	BROKERED DEPOSITS

Packaged deposits of $100,000 each from many clients of brokerage firms. Because these deposits are insured by the FDIC, they go to the highest ratepayer. Brokered deposits have often been used by fast-growing or high-risk commercial banks as a source of funds and often reflect a special liquidity risk.
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  	BROKERING

The practice of accepting commission for services provided which implies a fiduciary obligation to clients with respect to the filling of orders and other matters, also called broking.
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  	BROKERS' LOAN 

Loan made to a broker or dealer in securities by a bank for the purpose of purchasing or carrying securities, and in the aggregate representing the amount required to finance the floating supply of securities and the margin requirements of speculative traders in securities; also called street loans or call loans.
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  	BROOKINGS INSTITUTION

An institution representing a "think tank," located in Washington, D.C. It is devoted to nonpartisan research, education, and publication in economics, government, foreign policy, and social sciences generally. Its principal purpose is to promote public understanding of issues of national importance.
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  	BUBBLE ACT

Specifically, the English Statute 6 Geo. I. c. 18 (1719), which prohibited the public sale of shares by companies unless they held royal charter. This legislation was aimed at a large number of unchartered companies (bubble companies) formed in the speculative mania stimulated by the success of the South Sea Company in England and of the Mississippi Company in France. The act is significant in that it is considered the prototype in Anglo-American law of required corporate chartering and for modern Blue Sky Laws.
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  	BUCK

Slang for the U.S. dollar.
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  	BUCKETING

A method of skimming customers' profits referring to a tactic used to get around an exchange's open outcry trading procedures.
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  	BUCKET SHOP

A dishonest and illegitimate brokerage house, which usually operates in stocks, grains, cotton, and other commodities. The essence of a bucket shop operation is either nonexecution of customers' orders or resale of stocks through a house account, or dummy account, so that at the end of the day's business no securities are held.
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  	BUDGET

An orderly and coordinated plan of financial planning and management.
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  	BUDGETING

A major tool for planning, motivating, and controlling business operations; a forecast of estimated income and expenses or financial position for a defined period of time.
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  	BUDGET MANUAL

A manual that documents the budgeting procedures and provides guidelines to be followed throughout the budgeting process.
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  	BUG 

An error that occurs in a computer program or in the electrical system.
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  	BUILDING AND LOAN ASSOCIATION

An early title of the modern savings and loan association. Earliest organizations of this type were voluntary associations. Later many become corporate in nature. Modern charters are provided by specific banking incorporation laws.
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  	BUILDING CODE 

State or local ordinance that regulates minimum building and construction standards to protect the general health, safety, and welfare.
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  	BULGE 

A rapid advance in price.
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  	BULK CASH

Bagged or rolled coin or banded currency.
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  	BULK FILING 

Procedures for storing checks in bundles or groups by date paid within statement cycles. Bulk filing eliminates, signature prefile examination, verification of most items, and individual account filing of on-us items. The objective of bulk filing is to improve productivity by improving the overall use of human and equipment resources.
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  	BULK LOAN SALES

The sale ofabank's loans, especially nonperforming and troubled loans in individual lots, often with deep discounting, and usually undertaken to improve the bank's financial position and to eliminate multiple costs related to problem loans.
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  	BULL

A person who believes that security or
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  	commodity prices will rise and who buys on that assumption.
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  	BULL AND BEAR BONDS

Financial instruments representing bonds linked to upward and downward movements in a designated index.
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  	BULLDOG BONDS

Foreign bonds in sterling.
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  	BULLET LOANS

Single-payment loans; balloon maturity loans; interim financing for income property when construction loans have expired and acceptable permanent financing is not available.
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  	BULLION

Metal in the mass; gold or silver in the crude or in the form of bars, lumps, ingots, or nuggets, whether of standard or other fineness, as distinguished from minted coins which are known as specie.
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  	BULLION DEALERS

Firms and institutions dealing in gold and silver bullions.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BULLION VALUE

The commercial or market value of a coin as metal, or commodity value, as distinguished from its monetary, face, or denominational value.
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  	BULL MARKET

A market in which the bulls are in ascendancy and optimism and rising prices prevail; a market in which the primary trend is upward.
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  	BUNCO

The practice of cheating or swindling by so-called confidence men, who play upon the credulity and avarice of their victims. After winning the confidence of the intended victim, the swindler might impose counterfeit money upon a person or induce a person to purchase worthless stock or to cash a bogus check.
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  	BUNDLING

The practice of full service brokerage firms such commissions high enough to cover the costs of all services provided to customers, beyond the bare bones service of the actual execution of orders, regardless of the use by customers or provision thereto of other services, such as investment counseling, research, publications, tax assistance reports, etc., without unbundling them.
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  	BURDEN OF PROOF

The weight of evidence in a legal case or proceeding.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BUREAU OF ECONOMIC ANALYSIS

A Department of Commerce bureau that has the responsibility for reporting descriptive statistics relating to the macro economy.
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  	BUREAU OF ENGRAVING AND PRINTING

A bureau of the Treasury Department the functions of which include the designing, engraving, and printing of all major items of a financial character issued by the U.S. government.
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  	BUREAU OF LABOR STATISTICS 

A Department of Labor bureau that has the responsibility for reporting descriptive statistics related to aspects of the labor market, such as employment.
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  	BUREAUOFTHE BUDGET

Succeeded by the Office of Management and Budget, which was established in the Executive Office of the President pursuant to Reorganization Plan 2 of 1970.
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  	BUREAU OF THE CENSUS

A bureau of the federal government with functions authorized by the Constitution which provides that a census of population shall be taken every 10 years, and by laws codified as Title 13 of the United States Code. The bureau collects, tabulates, and publishes a wide variety of statistical data about the people and the economy of the United States.
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  	BUREAU OF THE MINT 

A bureau of the U.S. Department of the Treasury that produces domestic and foreign coins, manufactures and sells official medals, and manufacturers and sells coin sets for collectors.
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  	BUREAU OF THE PUBLIC DEBT

A bureau of the Treasury Department which supports the management of the public debt, prepares Treasury Department's circulars offering public debt securities; directs the handling of subscriptions and making of allotments; formulates instructions and regulations pertaining to security issues; and conducts or directs the conduct of transactions in outstanding securities.
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  	BURGLARY

Unlawful presence in a building with the intent to commit a felony or take something of value.
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  	BUSINESS

A trade, occupation, or profession engaged in to make a profit or earn an income.
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  	BUSINESS BAROMETERS

Indices of industry and commerce, statistical indicators of business conditions, fundamental and comparative business statistics by which business volume, activity, credit supply, price trends, profit prospects, and investment opportunities can be measured.
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  	BUSINESS COMBINATIONS

The result of combining two or more business entities into one accounting entity. The single entity carries on the activities of the previously separate, independent entities. Business combinations can be classified as statutory mergers, statutory consolidations, and stock acquisitions.
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  	BUSINESS CYCLE 

An interval that embraces alternating periods of business prosperity and depression. It is one of the most significant phenomena of the capitalistic system and appears to be an outgrowth of a system in which production requires considerable capital investment and some lead time before consumption. Business cycles are characterized by a series of phases that are somewhat predictable in occurrence but
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  	not necessarily in timing or intensity. Phases of the business cycle include the following: crisis, emergency liquidation, depression, readjustment, recuperation or revival, prosperity, and over extension and speculation.
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  	BUSINESS DAY

"Any day on which the office of the consumer's financial institution are open to the public for carrying on substantially all business functions." Regulation E, 12 CFR 205.2 (d)
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BUSINESS ENTITY ASSUMPTION

A basic accounting assumption that economic activity can be identified with a particular unit (or entity) of accountability and that this unit is the one to be accounted for.
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  	BUSINESS INFORMATION CREDIT PACKAGES(BICP)

A uniform and highly detailed form requiring credit information from prospective small-business borrowers designed to shorten the loan-application process and reduce bad loans designed in part by the private companies practice section of the American Institute of Certified Public Accountants.
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  	BUSINESS PURPOSE 

A judicial doctrine that is cited as authority to tax a transaction in a manner that is inconsistent with the literal terms of the Code because the transaction has no apparent business purpose other than saving taxes; the business reason for adopting a particular course of action.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BUSINESS RISK

The element of a credit risk that depends upon the business ability of the managers of the company under consideration. The expression is often used by credit people in contrast to moral risk and property risk.
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  	BUSINESS TRUST

An organizational form of business whereby property is placed in the hands of trustees who manage the business and who deal with it for the use and benefit of beneficiaries.
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  	BUTTERFLY SPREAD

A three-legged spread in futures or options, in which the options have the same expiration date but differ in strike prices.
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  	BUY-AND-HOLD

An investment strategy of buying common stock and holding it for an indefinite period while ignoring market fluctuations.
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  	BUYDOWN MORTGAGE

Any mortgage where the seller has paid a sum of money to the lender to either temporarily or permanently buy down the interest rate and/or monthly payments for the buyer-borrower, often used by developers when selling new residential properties.
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  	BUYING BACK

A reference to common stock repurchases by a company or investor.
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  	BUYING IN

A reference to debt retirement by company or investor.
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  	BUYING ORDER

An order given to a broker to purchase securities, commodities, and other items, with certain specifications. Among brokerage houses, there are two ordinary classes of round-lot orders as to price limits: market orders and limit orders. They are classified by time limits: day orders, week or month orders, and open or good until canceled orders. Special types of orders include stop orders, stop and limit orders, discretionary orders, immediate or cancel orders, and cancel orders.
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  	BYLAWS

Rules governing the policies and operations of a corporation, association, or other entity.
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  	BY-PASS TRUST

An irrevocable trust which provides that the principal of the trust shall pass to the beneficiaries without being assessed estate taxes upon the death of the trustor. The by-pass trust gives a surviving spouse or beneficiary a lifetime interest and is used to avoid estate taxes on a second death.
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  	BYTE

The amount of space required to store a single character, eight binary digits (bits).
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  	C
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  	CABLE RATE 

The rate quoted for a cable transfer, as distinguished from the check rate and the rate for 30-, 60-, and 90-day bills of exchange.
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  	CABLES 

Communications usually in code; order to pay money, sent abroad over transoceanic cable lines or by wireless.
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  	CABLE TRANSFER

A means by which a bank or foreign exchange dealer enables its customers to remit funds abroad immediately. Cable transfers may be made payable in dollars or in a foreign currency, usually the latter.
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  	CALENDAR

A list of securities offered for sale as of a specified date.
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  	CALL 

A demand for the payment of an installment on the purchase price of bonds or stocks subscribed for, the time of call usually being discretionary with the issuing organization but sometimes according to definite prearranged dates; the exercise of the right of redemption by a corporation, reserved by the corporation under specific provisions, of bonds, debentures, or preferred stock; in option trading, a contract whereby the holder is entitled to purchase the standardized size of 100 shares of the specified common stock, at a specified price (strike price) on or before the specified expiration date; an option contract giving the holder the right to purchase a specified number of stock or a commodity at a specified price within a specified period of time.
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  	CALLABLE

Bonds and preferred stock that are subject to the right of an obligor issuer to prepay before maturity in the case of bonds and to retire at any time on specified notice.
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  	CALLABLE BONDS

Bonds that may be called for redemption before compulsory maturity as a result of the option exercised by the issuer, reported in the bond indenture and frequently on the face of the bond certificates.
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  	CALLED

Exercised, when the option is a call.
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  	CALLED BONDS

Bonds which have been called for redemption by lot or otherwise.
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  	CALL LOAN

A loan on a demand basis, which either the borrower or lender may terminate at will.
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  	CALL LOAN RATE

The rate at which money lent at call bears interest.
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  	CALL MONEY

Money lent by banks, usually to stock exchange brokers, which may be called, i.e., demand may be made for payment, at any time.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CALL MONEY MARKET

A particular sector of the money market that provides brokers and dealers with call (demand) funds secured by government securities and stock exchange collateral to meet their money requirements for carrying customers' margin accounts and their own securities inventory.
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  	CALLOPTION 

A contract that entitles the buyer/ taker to buy a fixed quantity of a commodity at a stipulated basis of striking price at any time up to the expiration of the option.
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  	CALL PREMIUM 

A dollar amount, usually stated as a percentage of the principal amount called, paid as a penalty or a premium for the exercise of a call provision.
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  	CALL PREMIUM ON STOCK

The difference between the par value of callable preferred stock and the amount that would be paid to the shareholders if a corporation decided to repurchase its callable preferred stock.
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  	CALL PURCHASE

A contract for the purchase of a commodity in the future under which the price is fixed by the seller.
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  	CALL REPORT 

A generic term for what every national bank, state member bank, and insured state nonmember bank is required to file as consolidated Reports of Condition and Income, normally as of the last calendar day of each calendar quarter, that is, the report date, in accordance with instructions prepared by the Federal Financial Institutions Examination Council and to submit them to the Federal Deposit Insurance Corporation, for national banks and state nonmember banks, and to the appropriate Federal Reserve Bank for state member banks.
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  	CALL RISK

The lender's potential opportunity cost associated with unscheduled premature prepayment of principal on a debt instrument.
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  	CALL RULE

An exchange regulation under which an official bid price for a cash commodity is competitively established at the close of each day's trading which holds until the next opening of the exchange.
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  	CALL SALE

A contract for the sale of a commodity under which the price is to be fixed
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  	by the buyer in the future.
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  	CAMBIST

A person skilled in the exchange of foreign moneys; a table or manual used in computing foreign exchange transactions, prepared by a cambist, to save time that would be needed to compute each transaction separately. This manual exhibits the principal currencies of the world and their weight, fineness, and equivalent values.
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  	CAMBISTRY

The science of exchange of foreign currencies, particularly with reference to determining the cheapest method of remitting to a foreign country.
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  	COMPS 

Cumulative auction market preferred stock.
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  	CANADA-U.S. FREE TRADE AGREEMENT 

A free trade agreement entered into between the United States and Canada in 1988 providing for the elimination of almost all tariffs between the countries within ten years. It also establishes a special binational dispute-settlement mechanism for antidumping and countervailing duty cases.
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  	CANADIAN BANKERS ASSOCIATION

Originally formed as a voluntary association in 1890, this bankers' association is unique in that it was specifically chartered by act of the Canadian Parliament in 1900 (amendment to the Canadian Banking Act) to effect greater cooperation among Canadian banks in the issuance of notes, in credit and control, and in various other aspects of bank activity.
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  	CANADIAN BANKING SYSTEM 

The Canadian Banking Act governs the activities of the chartered banks in Canada. The act provides for the existence of two types of banks. Schedule A banks cannot be closely held banks. The chartered banks' nationwide system of branches serve all provinces and territories. The Banking Act provides the basis of bank regulation. Other federal statutes also affect banks directly or indirectly.
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  	CANADIAN COMMODITY EXCHANGE 

An exchange organized in Montreal on October 22, 1934, to deal in silver spot and future contracts, following the nationalization of silver in the United States.
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  	CANCELED CHECKS

Checks that the drawee bank has paid and canceled, then perforated with the date of payment and the drawee bank's name or clearing house number. Checks are canceled by the drawee bank on the day they are paid and charged to the drawer's account.
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  	CANCELLATION

An annulment or rendering void or inoperative of financial instruments, upon their payment and retirement, or transfer; termination of open orders for the purchase or sale of securities.
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  	CAP

A financial arrangement that limits the exposure of a floating rate borrower to upward movements in interest rates.
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  	CAPACITY 

One of the three elements of credit referring to the financial or legal power to perform; among credit analysts, the test of capacity is called the business risk.
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  	CAPITAL

In an economic sense, capital is equivalent to capital goods, i.e., the store of produced goods (physical quantity rather than money value) saved, or wealth represented by the surplus of production over consumption; in its most generic terminology, a reference to a bank or bank holding company's funds resulting from the sale of stock, bonds, or notes issued by the bank or bank holding company, and to its retained earnings; according to Regulation H, 12 CFR 208.2 (f), common stock, preferred stock, and legally issued capital notes and debentures purchased by the Reconstruction Finance Corporation, which may be considered capital and capital stock for purposes of membership in the Federal Reserve System under the provisions of Section 9 of the Federal Reserve Act;" for purposes of other regulatory agencies, capital includes the amount of common stock outstanding and unimpaired, plus the amount of preferred stock outstanding and unimpaired; in an accounting sense, capital is synonymous with net assets and is measured by the excess of assets over liabilities, orownership equity in a business; in business, a distinction is made between working capital and fixed capital: working capital in the ordinary course of business will be converted into cash, e.g., inventory, accounts receivable, note receivables, and others short-term assets; fixed capital corresponds roughly to the economists' concept of production goods and consists of assets which in the ordinary course of business will not be converted into cash, but instead are necessary for carrying on the business; the residual interest in the assets of an entity that remains after deducting its liabilities.
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  	CAPITAL ACCOUNT

The account that denotes the amount of the owner's investment in a business; a proprietorship account in the case of a sole proprietorship, a partner's capital account in the case of a partnership, and as capital stock in the case of a corporation.
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  	CAPITAL ADEQUACY

An acceptable capital level of commercial banks as determined by regulatory authorities sufficient to maintain safety and soundness.
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  	CAPITAL AND SURPLUS

"Paid-in land unimpaired capital and surplus includes undivided profits but does not include the proceeds of capitalnotes or debentures." Regulation K, 12 CFR 211.1 (b); a term frequently
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  	used in the condensed financial statement of condition of a bank to indicate the bank's financial strength. The two accounts, capital and surplus, are combined because the surplus account of a bank corresponds to capital surplus and, like capital stock, is not available for the payment of dividends.
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  	CAPITAL ASSET

A fixed or long-lived assets used in a business.
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  	CAPITAL ASSET PRICING MODEL (CAPM)

The basic theory that links risk and return for all assets. The CAPM describes the relationship between the required return, or cost of common stock equity capital, and the nondiversifiable risk of the firm as measured by the beta coefficient.
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  	CAPITAL/ASSET RATIO

The amount of capital maintained relative to stockholders and creditors divided by the total assets owned; also known as a leverage ratio or gearing ratio.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CAPITAL BUDGETING

Long-term planning for capital expenditures and for the financing of such expenditures.
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  	CAPITALEXPENDITURE 

Significant costs that benefit two or more accounting periods. Capital expenditures make plant assets more valuable or extend their useful life.
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  	CAPITAL FLIGHT

The acquisition of foreign assets or currency, often in violation of national legislation, motivated by maximizing the return on capital, protecting capital from anticipated adverse exchange movements (usually as an overvalued currency can no longer be maintained), avoiding domestic political or economic risk, or escaping taxation by the home country. The concept of "flight" implies a sudden shift in outlook by the capital holders in an economy.
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  	CAPITAL FORMATION

The process of providing capital through savings; economic expansion.
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  	CAPITAL GAIN

The gain realized on the sale or exchange of a capital asset.
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  	CAPITAL GAIN DISTRIBUTION

Payments to mutual fund shareholders of gains realized on the sale of securities held by the fund.
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  	CAPITAL GOODS 

Goods used in the production of other goods, as distinguished from consumer goods.
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  	CAPITAL IMPROVEMENT

An expenditure that will extend or improve the life of a capital structure.
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  	CAPITAL INTENSIVE

Requiring a large amount of capital relative to labor.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CAPITAL INVESTMENTS

Investments of funds in capital or fixed assets, or in nonmarketable securities, as distinguished from funds invested in liquid or short-term assets.
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  	CAPITALISM

One type of economic system, usually considered at the opposite end of the spectrum from Communism, having the following features: private ownership of property and commodities, especially the means of production; disaggregation of the economic decision-making process, especially to individuals who are driven by self-interest and the profit motive; and accumulation of wealth in the form of commodities intended for exchange rather than the direct use of owners.
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  	CAPITAL ISSUES

Corporate or government obligations, the proceeds of which have been invested in fixed or capital assets, or to add to the permanent working capital or available funds, including stocks, bonds, and debentures.
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  	CAPITALIST

A person who has considerable assets or wealth invested in business enterprises and who accepts the profit motive and private property as primary economic motivators.
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  	CAPITALIZATION

The aggregate of the authorized par value of the stocks and bonds of a corporation; in some jurisdictions, capitalization is legally defined as the total value of the authorized stock; the rate-making base or value of property upon which a fair rate of return is calculated.
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  	CAPITALIZATION OF EARNING POWER

One of the bases for determining the proper capitalization or value of a business property. The value of a property is equal to the present value of an indeterminable series of probable incomes discounted at a rate of interest currently earned for properties of the same class. Thus a property which yields an average annual net income of $1,000 capitalized at 10 percent equals $10,000.
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  	CAPITALIZATION OF INTEREST

Currently generally accepted accounting principles require the capitalization of interest costs incurred in financing certain assets that take a period of time to prepare the asset for its intended use when determining the acquisition cost of certain assets.
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  	CAPITALIZATION RATE

The rate at which a stream of future cash flows is discounted to find the present value, i.e., the discount rate.
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  	CAPITAL LEASE 

A noncancelable lease that meets one of the following criteria: the lease transfers ownership of the property to the lessee; the lease contains a bargain purchase option; the lease term is equal to 75 percent or more of the estimated economic life of the leased property; the present value of the minimum lease payments equals or exceeds 90 percent of the fair value of the leased property. In a capital lease transaction, the lessee is using the lease as a source of financing. Under the capital lease method of
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  	accounting, the lessee treats the lease as if an asset were purchased on time. The lessee records a capital lease as an assets and a liability.
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  	CAPITAL LOSS

The loss realized on the sale or exchange of a capital asset.
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  	CAPITAL MAINTENANCE

A concept reflecting investors' expectations that an investment will generate more financial resources than they invested; in financial accounting, a situation that occurs only if the financial (money) amount of an enterprise's net assets (assets minus liabilities) at the end of a period exceeds the financial amount of net assets at the beginning of the period after excluding the effects of transactions with owners; the maintenance of physical capital resulting only if the physical productive capacity of the enterprise at the end of the period (or the resources needed to achieve that capacity) exceeds the physical productive capacity at the beginning of the period, excluding the effects of transactions with owners.
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  	CAPITAL MARKET

A financial market for long-term maturity financial assets.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CAPITAL NOTES AND DEBENTURES

Debt obligations backed by the integrity of the borrower, represent a written promise to pay a specified amount to a certain entity on demand on a specific date.
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  	CAPITAL RATING

One of the ratings by a mercantile agency in appraising the net worth of a business concern intended to show the amount of capital invested in the business, although it is generally understood to indicate the commercial value of the par value of the assets which the rated firm may be considered to have in its business.
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  	CAPITAL RATIOS

The common measure used to determine a bank's capital adequacy, safety, and soundness.
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  	CAPITAL RISK

A fundamental risk that a bank can become insolvent or fail due to such factors as financial leverage, a bank's capital structure, sources of funds, customer relationships, regulatory compliance, competition, and other factors.
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  	CAPITAL/RISK-WEIGHTED ASSETS RATIO

The amount of capital maintained, divided by the sum of (1) the total assets owned, where the value of each asset is assigned a risk weight and (2) the credit equivalent amount of all off-balance-sheet activities, where each credit equivalent amount is assigned a risk weight.
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  	CAPITAL STOCK

The stock of a corporation issued to its stockholders for money or property, or out of accumulated earnings, and which is divided into a number of equal parts of shares, usually with a specified par value, the exact amount authorized being fixed by the articles of incorporation; the designated amount of stock a banking organization may sell as authorized by the governing regulatory supervisory authority approved in the granting of the corporate charter.
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  	CAPITAL TURNOVER

A credit term used especially among bank credit personnel to indicate the rapidity with which the capital of a business is turned over, e.g., the sales are $1.5 million and the invested capital $1 million, the capital turnover is 1.5 times, in general, the higher the turnover, the healthier the condition and vitality which is disclosed.
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  	CARAT

As a unit of weight, the metric carat is equal to 3.086 grains troy, and is used to weigh precious stones, particularly diamonds; as a unit of quality, it is used among goldsmiths, jewelers, and assayers to denote the fineness or purity of gold or other metals, being the twenty-fourth part of any weight.
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  	CARD BANK 

A bank that administers its own credit card plan or serves as a primary regional agent of a national credit card operation.
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  	CARDINAL VIRTUES

From the Latin word for "hinge," consisting of prudence, justice, fortitude, and temperance.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CARDs

Certificates of amortizing revolving debits.
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  	CARIBBEAN COMMUNITY 

The Caribbean common market created by a treaty that provides for an economic cooperative, coordinates foreign policy, and cooperates functionally in areas such as health, education, culture, science and technology, and tax administration.
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  	CARRIERS

Companies engaged in transportation, e.g., railroad, motorexpress, steamships, etc.; in stock market terminology, carriers are particularly railroads.
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  	CARROT AND STICK BONDS

Financial instruments representing bonds that have a low conversion premium to encourage early conversion (the carrot), and allow the issuer to call the bonds at a specified premium if the common stock is trading at a specified percentage above the strike price (the stick).
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  	CARRY 

To hold securities; to be long of stock; to supply funds to a customer especially when it becomes necessary for a bank to renew the notes of its borrowers in order to tide them over a difficult period; an activity of a broker who is said to carry the securities that are held as collateral for the customers' loans when a broker furnishes funds to customers who trade by margin accounts represented in the difference between the purchase price of the securities or commodities and the customer's partial payment thereon.
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  	CARRYING CHARGES 

The interest on debit
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  	balances charged by brokers for credit extended to customers for the purpose of purchasing or carrying securities on margin; the cost of carrying commodities held in a warehouse for speculation or otherwise, such as charges for storage, insurance, hauling, and loss of interest on the investment.
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  	CARRYING COSTS 

Cash outlays to continue maintaining an investment, such as interest.
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  	CARRYING VALUE

The amount at which an item is valued on a company's books and reported in the financial statements; the face amount of a debt issue increased or decreased by the related unamortized premium or discount and issue costs.
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  	CARs

Certificates of automobile receivables.
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  	CARTEL

An agreement of independently-owned business firms within an industry to collude on certain elements of competition. Cartels are generally used to fix prices, to rationalize production and thus maintain prices in a market plagued with excess capacity, and to set market shares. In certain parts of the world, cartels have been used to promote exports. Cartels are illegal in the United States.
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  	CARTWHEEL

A colloquialism for the United States silver dollar.
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  	CARVE OUT

A form of corporate restructuring that brings cash to the original firm but also dispenses assets and ownership in the assets to nonowers of the original firm--the original firm forms a new firm and transfers some of the original firm's assets to the new firm, the original firm then sells equity in the new firm.
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  	CASH

"United States coins and currency."Regulation CC, 12 CFR 229.2 (b); money; circulating medium; coins and paper money that pass freely as currency; checks, matured coupons and due bills are frequently counted as cash because they are easily converted into money; for accounting purposes, cash includes anything that a bank will accept as a deposit; as a verb, to convert a negotiable instrument, such as a check, money order, or matured coupons, into money; to provide the holder money for such an instrument; in trading practice on the New York Stock Exchange, one of the trading methods calling for delivery on the same day of the transaction, as contrasted to the regular five day delivery.
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  	CASH ACCOUNT

An account in the ledger that summarizes the cash transactions of a business, the balance of which represents cash on hand. A cash account with a bank is an account receivable.
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  	CASH-AND-CARRY TRADES 

An arbitrage activity whereby an arbitrageur buys or sells the deliverable spot instrument, takes the opposite position with a nearby futures contract and compares the resulting rate on this synthetic instrument with the prevailing Treasury bill reverse repo rate and, if the difference is sufficiently large, the arbitreageur borrows at the lower rate and invests at the higher rate.
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  	CASH BASIS

A method of accounting in which transactions are recorded on the books when cash is actually received or paid out and not necessarily when the transaction takes place. For tax purposes, income on a cash basis a Iso includes income constructively received (such as uncashed salary checks, interest on passbook savings, or matured bond coupons) that is available to the recipient at any time after the initial date payment is due.
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  	CASH BOOK

A cash journal; an account book in which cash transactions are chronologically recorded.
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  	CASH COMMODITY

The physical or actual commodity as distinguished from the futures contract.
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  	CASH COW

A reference to a company or an investment that provides large cash flows.
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  	CASH CREDIT

In consumercredit, credit made available by banks, personal finance companies, etc., in the form of cash directly to individuals on single payment, conventional, or other types of installment credit; in business, credit made available by banks, finance companies, factors, insurance companies, and others, directly to business firms, especially by deposit proceeds and checks.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CASH DISCOUNT

A reduction in price offered by a business selling goods on credit to encourage prompt payment.
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  	CASH DISCOUNT ACT

Public Law 97-25, that amends the Truth in Lending Act and provides that credit card issuers may not prohibit any seller from offering a discount to a card holder to induce the card holder to pay with cash, check, or another mechanism instead of a credit card.
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  	CASH DIVIDENDS 

Payments of cash to stockholders in proportion to the number of shares they own, normally declared by an institution' s board of directors on a quarterly, semiannual, or annual basis.
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  	CASH DRAWER

The compartment in which a teller keeps his or her working cash.
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  	CASH FLOWS

Cash receipts (inflows) and cash disbursements (outflows) during a period, representing one of the basic of objectives of financial accounting, and reported on a statement of cash flows.
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  	CASH FLOW PER SHARE

Net income plus expenses, such as depreciation, that do not involve actual cash outlays as described on a per share basis.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CASH FLOW RISK

The risk that the bank will
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  	not have sufficient cash flow to meet its obligations.
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  	CASH FLOWS 

Cash receipts and disbursements. The statement of cash flows is a major financial statement prepared to report the cash provided and used by operating, investing, and financing activities and the aggregate effect of these activities on the cash balance during a period of time.
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  	CASH FLOWS ANALYSIS 

A method of financial statement analysis that provides information about a company's liquidity, flexibility, and ability to generate future cash flows, especially as to their amounts, timing, and uncertainty. Cash flows analysis also provides information about an entity's ability to pay dividends and meet its obligations and can help explain the difference between net income and net cash flows from operating activities.
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  	CASH FLOWS STATEMENT 

A financial report that shows the sources and uses of cash during an accounting period that discloses the cash operating, financing, and investing activities of a business or other accounting entity.
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  	CASHIER

Commonly, a person who receives and disburses money for a business; in banking, an officer responsible for the custody of the bank's assets and whose signature is required on all official documents.
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  	CASHIER'S CHECK

A bank's own check; a check drawn upon a bank and signed by its cashier, or assistant cashier, being a direct obligation of the bank, and provided to a customer of the bank or acquired from the bank for remittance purposes.
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  	CASH-IN TICKET

A paper filled in by a teller when cash is received, which is forwarded to the proof department in place of the cash for settlement.
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  	CASH ITEM 

Checks, drafts, notes or acceptances deposited with a bank for immediate credit, but which are subject to cancellation of credit if they are not subsequently paid; any item immediately convertible into cash. Regulation J, 12 CFR 210.2 (e)
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  	CASH ITEM IN PROCESS OF COLLECTION

Checks in the process of collection, drawn on a bank or other depository institution that are payable immediately upon presentation in the United States; government checks drawn on the Treasury of the United States that are in the process of collection; and such other items in the process of collection that are payable immediately upon presentation in the United States and that are customarily cleared or collected by depository institutions as cash items. Regulation D, 12 CFR 204.2 (i)
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  	CASH LETTER

A transmittal letter that accompanies cash items from one bank to another and describes the items sent.
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  	CASH LETTER OF CREDIT

A letter addressed from one bank to one of its correspondents making available to the party named in the letter a fixed sum of money up to a future specific date, the sum indicated in the letter being equal to an amount deposited in the issuing bank by the party before the letter is issued.
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  	CASH MANAGEMENT

The management of cash relating to forecasting cash, managing cash flows, investing surplus cash, and maintaining banking relations.
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  	CASH MANAGEMENT ACCOUNT

A unified consumer account, offered by a brokerage house in cooperation with a bank, that allows individuals to consolidate the operation of their holdings of cash and securities, their checking, savings, and investment accounts, and their borrowings. A cash management account enables the consumer to use the securities in the investment account as collateral for advances and loans.
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  	CASH MARKET

A market in which transactions for purchase and sale of the physical commodity are made under whatever items are agreeable to the buyer and seller and are legal under the law and the rules of the market organization, where such exist.
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  	CASH ON DELIVERY 

A purchase made with the understanding that the goods will be paid for when delivered.
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  	CASH OVER AND SHORT ACCOUNT

A ledger account used to handle shortages or overages of bank tellers and others until such circumstances can be explained.
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  	CASH POSITION

Holdings in cash and cash equivalents, expressed in terms of strong, weak, moderate, and other qualities.
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  	CASH RESERVE

Vault cash that is treated as part of a bank's legal reserves.
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  	CASH SURRENDER VALUE

That portion of the annual life insurance premium that will be returned to the policyholder in the event the policy is canceled. The cash surrender value of the policy increases each year as long as the policy is in force.
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  	CASH TRADE

A transaction in securities, grain, real estate, etc., in which cash is paid in full for immediate delivery, possession, and title.
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  	CASUALTY INSURANCE 

The classification applied to insurance other than life or fire and marine insurance, and including such lines as automobile liability, worker's compensation, accident and health, and miscellaneous lines.
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  	CATS

Certificate of Accrual on Treasury Securities; zero coupon instruments created by stripping United States Treasury securities.
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  	CATTLE LOAN COMPANY

A company orga-
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  	CERTIFICATE OF ACCRUAL ON TREASURY SECURITIES (CATS)

nized for the purpose of lending its credit to cattlemen for the purchase, raising, and marketing of cattle or other livestock, referred to in the Federal Reserve as livestock loan companies.
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  	CATTLE LOANS

Loans made for the purpose of financing the cattle industry, which includes the purchase or breeding, feeding, grazing, fattening, and marketing of cattle, commonly divided into three basic classes: feeder, stockers, and dairy loans.
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  	CAVEAT

A warning, caution, or sign of danger. The term is used in phrases such as caveat emptor (let the buyer beware) and caveat emptor (let the seller beware).
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CEASE AND DESIST ORDER 

An order by a regulatory body or court directing a change in practice or from continuing a specific action; a form of directive issued to a bank and its directors by a regulatory authority. Unless the directors agree to the order and to the appropriate implementation, the regulatory authorities have wide latitude in replacing the directors and the management with an administration prepared to take the actions the authorities are requesting. The penalties for violations of a cease and desist order are severe.
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  	CEILING PRICES

Governmental direct controls on prices and wages for the purpose of preventing or containing inflation. Ceiling prices were in effect during World War II and the Korean War in anticipation of price increases caused by shortages in supply of consumer goods. In 1971, as part of the Nixon administration's income policy to control inflation and stimulate the economy, the United States imposed the country's first peacetime price and wage controls.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CENT

The coin of lowest denomination in the U.S., being equivalent in value to one-hundredth of a dollar.
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  	CENTERS

Organizational units ordivisions representing responsibility areas, including profit centers, revenue centers, expense (cost) centers, and investment centers.
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  	CENTRAL BANK

A bankers' bank; a bank which holds the main body of bank reserves of a country and that is the ultimate reservoir of credit. Central banks typically have the following functions: keeping the bank reserves of all or a majority of the commercial banks; rediscounting and loaning against high-grade commercial paper and other collateral for member banks; performing fiscal services of the government; monopolizing bank note issue; controlling the gold reserves or other monetary reserves of the country; assisting in check collection; coordinating credit policy and other governmental policy implementation.
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  	CENTRAL FILE

A file around which the work of the new business and advertising departments revolve, and in which complete detailed information concerning each of the bank's customers and prospects is recorded. The purpose of the central file is to reveal what services and departments each customer utilizes and fails to utilize, what the average monthly deposits and loans are, what the commercial agency and credit department ratings are, and what advertising literature has been sent. Briefly, its intent is to disclose the possible sources of new business.
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  	CENTRALIZED ORGANIZATION

A plan of organization that provides for decision making and coordinating functions to be concentrated at the higher levels of the organizational structure.
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  	CENTRAL RESERVE CITIES

Originally, one classification of U.S. banks, based on location, for purposes of setting reserve requirements. Under this system, banks were classified as country, reserve city, or central reserve city banks. Currently, banks are classified for reserve purposes according to size of deposits.
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  	CERTAINTY 

Knowing that anything is true (Descarte); assurance; truth.
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  	CERTIFICATE

A document serving as a representation of ownership, accomplishment, qualification or evidence, such as for stocks and bonds, deposit, incorporation, audit report, marriage, professional achievement, and many others.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CERTIFICATE FOR AMORTIZING REVOLVINGDEBT(CARD)

Securitizedcreditcard debt.
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  	CERTIFICATE FOR AUTOMOBILE RECEIVABLES(CARS)

Securities backed by a pool of automobile loans.
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  	CERTIFICATE OF ACCOUNTS

Report or opinion of independent public accountants, also referred to as the opinion of independent accountants and auditors' certificate. The certification attests to the correctness and verification of the accounts in accordance with generally accepted accounting principles, noting, if necessary, any departures.
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  	CERTIFICATE OF ACCRUAL ON TREASURY SECURITIES (CATs)

One of several securities created by investment banks in recent years in response to the increased fluctuation in interest rates. To create CATs, investment bankers purchase a large pool of U.S. treasury securities and place them with a custodian such as a commercial bank. The investment bankers then sell new securities to the public that represent the legal rights to specific cash flows generated by the Treasury portfolio.
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  	CERTIFICATE OF ANALYSIS 

One of the documents that an importer may require a foreign seller to send along with the bill of exchange drawn against a shipment as prescribed by the terms of the applicable letter of credit. It is intended to protect the importer by certifying that the merchandise ordered from a foreign seller conforms in all respects to specification.
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  	CERTIFICATE OF DEPOSIT (CD)

A receipt for the deposit of funds in a bank. There are of several types: demand CDs, time CDs, variable-size CDs, and variable interest CDs; a form of time deposit at a bank or savings institution.
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  	CERTIFICATE OF DEPOSIT NOTES

Medium-term obligations issued by domestic banks (not bank holding companies) and foreign banks via their U.S. branches, a hybrid of traditional bank term CDs and intermediate-term corporate bonds, issued up to $100,000 per account.
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  	CERTIFICATE OF INCORPORATION

The charter or franchise that the original incorporators of a company receive from the secretary of state, or other official, of the state of incorporation, legally empowering it to act as a corporation. A certificate of incorporation for each type of bank or trust company must be applied for from the proper federal or state authority.
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  	CERTIFICATE OF INDEBTEDNESS

A short term note, corporate or issued by a governmental body, representing floating indebtedness (current debt). A corporate certificate of indebtedness is an unsecured promissory note, the holder having a general creditor's recourse against the unpledged or general assets.
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  	CERTIFICATE OF INSPECTION

A document that an importer may require the foreign seller to send along with the bill of exchange drawn against the shipment in accordance with the terms of the applicable letter of credit. It is prepared by a trade association or concern authorized to make inspection and tests, and gives a description of the goods shipped but without prices.
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  	CERTIFICATE OF OCCUPANCY

A certificate issued by a zoning board or building commission to indicate that a structure complies with the building code and can be legally occupied.
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  	CERTIFICATEOFORIGIN 

 certificate sometimes required by an importer to ensure that merchandise originated in a particular country and is not being relayed from another country.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CERTIFICATE OFTITLE 

An attorney's report or opinion of title based upon an examination of applicable public records.
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  	CERTIFICATION

Act of certifying as true, accurate, genuine, or qualified; formal recognition of being qualified to practice as profession, such as the following specialty designations:
	

	

	



		
  	
  	

	

	
  	Specialty Designation
	

	

	


		
  	
  	

	

	
  	Sponsoring Organization
	

	

	



		
  	
  	

	

	
  	CBA
	

	

	


		
  	
  	

	

	
  	 Chartered Bank Auditor
	

	

	


		
  	
  	

	

	
  	Bank Administration Institute
	

	

	



		
  	
  	

	

	
  	CFA
	

	

	


		
  	
  	

	

	
  	 Chartered Financial Analyst
	

	

	


		
  	
  	

	

	
  	Institute of Chartered Financial Analysts
	

	

	



		
  	
  	

	

	
  	CFE
	

	

	


		
  	
  	

	

	
  	Certified Fraud Examiner
	

	

	


		
  	
  	

	

	
  	National Association of Certified Fraud Examiners
	

	

	



		
  	
  	

	

	
  	CFP
	

	

	


		
  	
  	

	

	
  	Certified Financial Planner
	

	

	


		
  	
  	

	

	
  	International Board of Standards and Practices for Certified Financial Planners
	

	

	



		
  	
  	

	

	
  	ChFC
	

	

	


		
  	
  	

	

	
  	Chartered Financial Consultant
	

	

	


		
  	
  	

	

	
  	The American College
	

	

	



		
  	
  	

	

	
  	CIA
	

	

	


		
  	
  	

	

	
  	 Certified Internal Auditor
	

	

	


		
  	
  	

	

	
  	Institute of Internal Auditors
	

	

	



		
  	
  	

	

	
  	CIC 
	

	

	


		
  	
  	

	

	
  	Certified Insurance Counselor
	

	

	


		
  	
  	

	

	
  	Society of Certified Insurance Counselors
	

	

	



		
  	
  	

	

	
  	CIRA
	

	

	


		
  	
  	

	

	
  	Certified Insolvency and Reorganization Accountant
	

	

	


		
  	
  	

	

	
  	Association of Insolvency Accountants
	

	

	



		
  	
  	

	

	
  	CISA
	

	

	


		
  	
  	

	

	
  	Certified Information Systems Auditor
	

	

	


		
  	
  	

	

	
  	EDP Auditors Foundation, Inc.
	

	

	



		
  	
  	

	

	
  	CLU
	

	

	


		
  	
  	

	

	
  	Chartered Life Underwriter
	

	

	


		
  	
  	

	

	
  	 The American College
	

	

	



		
  	
  	

	

	
  	CMA 
	

	

	


		
  	
  	

	

	
  	Certified Management Accountant
	

	

	


		
  	
  	

	

	
  	Institute of Certified Management Accountants
	

	

	



		
  	
  	

	

	
  	CPA
	

	

	


		
  	
  	

	

	
  	Certified Public
	

	

	


		
  	
  	

	

	
  	AICPA
	

	

	



			
  	
  	

	

	
  	Accountant
	

	

	


	
		
  	
  	

	

	
  	NCI 
	

	

	


		
  	
  	

	

	
  	National Certified Investigator
	

	

	


		
  	
  	

	

	
  	Clearinghouse on Licensing, Enforcement, and Regulation
	

	

	



		
  	
  	

	

	
  	PFS
	

	

	


		
  	
  	

	

	
  	Personal Financial Specialist
	

	

	


		
  	
  	

	

	
  	AICPA
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  	CERTIFICATION DEPARTMENT

The department of a bank which certifies checks.
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  	CERTIFIED 

Proved or guaranteed by a certificate or endorsement.
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  	CERTIFIED CHECK

''A check with respect to which the drawee bank certifies by signature on the check of an officer or other authorized employee of the bank that (1) the signature of the drawer on the check is genuine, the bank has set aside funds that are equal to the amount of the check, and will be used to pay the check; (2) the bank will pay the check upon presentation." Regulation CC, 12 CFR 229.2 (j)
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  	CERTIFIEDSTOCKS

Those amounts of a commodity that are stored in warehouses approved by a commodity exchange and that
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  	are certified as being deliverable on future contracts.
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  	CERTIFIEDMANAGEMENT ACCOUNTANT (CMA)

An accountant who holds a certificate of professional competence obtained by passing a four-part exam the Institute of Certified Management Accountants.
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  	CERTIFIED PUBLIC ACCOUNTANT (CPA)

An accountant to whom a state has given a certificate to the effect that the person has met its requirements as to age, education, experience, and technical qualifications, as shown by the fact the the person has passed the prescribed examination. The holder of such a certificate is permitted to use the designation "certified public accountant" within the state of issue.
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  	CERTIORARI

A writ of certiorari is the form used to appeal a lower court decision to the Supreme Court.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CETES

Mexican treasury bills maturing in 28 and 90 days.
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  	CHAIN BANKING

A type of multiple office banking in which the operations or policies of at least three independently incorporated banks are controlled by one or more individuals. This control may be accomplished through stock ownership, common directors, or other manner permitted by law.
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  	CHAIRMAN OF THE BOARD

The highest ranking officer of a corporation and the person who presides over meetings of the corporation's board of directors.
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  	CHAMBER OF COMMERCE

A merchants' forum; a title often adopted by an organization formed to promote industrial and commercial interests of a city or a state.
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  	CHANGE IN THE BANK CONTROL ACT OF 1987

Title VI of the Financial Institutions Regulatory and Interest Rate Control Act of 1978 that gives federal bank supervisory agencies the authority to disapprove changes in control of insured banks and bank holding companies.
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  	CHAPTER 7

Straight bankruptcy or liquidation. Chapter 7 involves collecting the debtor's nonexempt property, liquidating such property, and distributing the proceeds to the creditors by the trustee as provided by the Federal Bankruptcy Code.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CHAPTER 9

Adjustment of debts of a municipality. Chapter 9 provides a process for municipalities that have financial difficulties to work with creditors to adjust their debts.
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  	CHAPTER 11

Reorganization under the Federal Bankruptcy Code. Chapter I is available to businesses and to individuals. The purpose of Chapter 11 filings is to restructure a business's fiances to enable it to continue to operate, repay its creditors, and eventually become a profitable operations. In Chapter 11 cases, a plan of reorganization for the debtor is developed and confirmed by the court.
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  	CHAPTER 13

Adjustment of debts of an individual with regular income under the Federal Bankruptcy Code. Chapter 13 enables a debtor who is an individual to develop and perform a plan for the repayment of creditors over an extended period.
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  	CHARACTER

One of the elements of a credit risk and usually regarded as the most important criteria for the granting of credit. Some of the features associated with credit include reputation or standing for honesty, attitude toward obligations, promptness in paying debts, standing in the community, bankruptcy record, civil court record, and other matters.
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  	CHARACTER LOANS

Loans based primarily upon the knowledge of an individual with the expectation of being repaid without going through a number of formal documents, without collateral, or appraisals.
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  	CHARGE ACCOUNT

An open-end account.
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  	CHARGE ACCOUNT BANKING

In retail banking, a type of consumer credit utilizing a credit card. The bank signs up an assortment of retail stores and issues charge cards to selected individuals. The participating retailer turns the slip over to the bank and receives credit for the face amount, less a discount. The bank handles collection matters.
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  	CHARGEBACKS

Return items.
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  	CHARGE CARD

"A credit card on an account for which no periodic rate is used to compute a finance charge." Regulation Z, 12 CFR 226.2 (a)(15)
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  	CHARGE-OFFS

Write offs, including uncollectible loans and other items.
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  	CHARGES

The sum of expenses involved in the execution of an order or in the shipment of goods, including such items as commission, interest, insurance, cable charges, freight, haulage, warehousing, etc.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CHARGE TICKET

A bank bookkeeping form or posting medium on which the compete details of a transaction leading to a debt entry in a ledger account are described.
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  	CHARITABLE TRUST

A trust that has as its object some recognized social benefit.
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  	CHARITY

A moral virtue by which one loves one's neighbor as one's self; almsgiving with no expectation of material reward or recognition.
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  	CHARTER

The legal authority for a bank to do business as certified in a document issued by a government or federal authority.
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  	CHARTERED ACCOUNTANT

An English and Canadian title corresponding to Certified
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  	Public Accountant in the United States.
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  	CHARTERED BANK AUDITOR(CBA)

A designation giving formal recognition of the professional practice of internal auditing in the banking industry, established by the Bank Administration Institute in 1966.
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  	CHARTERED FINANCIAL ANALYST (CFA)

A designation given to those who have successfully passed a series of examinations administered by the Institute of Chartered Financial Analysts and who have also met the experience qualifications for being certified as a qualified financial analyst.
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  	CHARTERED FINANCIAL CONSULTANT (ChFC)

A designation designed to expand the knowledge and professional skills of financial planners and life insurance agents.
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  	CHARTERED INVESTMENT COUNSELOR (CIC) 

A designation given to an individual specifically working as an investment counselor.
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  	CHARTERED LIFE UNDERWRITER (CLA)

A designation to reflect the knowledge of persons employed in the life insurance industry.
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  	CHARTING 

A practice of graphically presenting stock price indexes or individual stock prices to present a picture of price behavior over a period of time intended to provide information about price trends and for forecasting.
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  	CHARTIST

A stock market trader, analysts, or operator who interprets market action and predicts future action of prices, usually over the short term, from the graphic record of price and volume upon charts.
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  	CHART OF ACCOUNTS

A list of a firm's general and subsidiary ledger accounts systematically organized.
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  	CHARTS

Graphic presentation of stock prices and volume of trading frequently used in technical analysis to forecast the market and individual securities, such as line charts, trend-line charts, moving-average charts, point-and-figure charts, and others.
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  	CHATTEL

Tangible moving personal property, as distinguished from fixed or real property.
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  	CHATTEL MORTGAGE 

A mortgage with chattels instead of real property, given as security.
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  	CHEAP MONEY

Money procured at low interest rates; easy money.
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  	CHECK

A bill of exchange drawn on a bank, payable on demand; a draft or order upon a bank or banking house, purporting to be drawn upon a deposit of funds, for the payment at all events of a certain sum of money to the order of a demand draft drawn on or payable through or at an office of a bank; on a Federal Reserve Bank or a Federal Home Loan Bank on the Treasury of the United States; on a state government or unit of general local government that is not payable through or at a bank; a United States Postal Service money order, or a traveler's check drawn on or payable through or at a bank." Regulation CC, 12 CFR 229.2 (k); "A draft, as defined in the Uniform Commercial Code, that is drawn on a bank and payable on demand." Regulation J, 12 CFR 210.2 (f)
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  	CHECKBOOK

A book containing blank checks furnished by banks to depositors who have checking accounts from which funds on deposit may be withdrawn.
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  	CHECK CLEARING 

The movement of checks from the banks or other depository institutions where they are deposited back to those on which they are drawn and funds movement in the opposite direction.
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  	CHECK CLEARINGHOUSE ASSOCIATION

"Any arrangement by which three or more participants exchange checks on a local basis, including an entire metropolitan area and may include arrangements using the premises of a Federal Reserve Bank, but it does not include the handling of checks for forward collection or return by a Federal Reserve Bank." Regulation CC, 12, CFR 229.2 (1)
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  	CHECK CREDIT

A form of unsecured, open end consumer credit, sometimes referred to as overdraft banking, involving an automatic loan when an overdraft occurs in a personal checking account.
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  	CHECK DIGIT

A suffix number, which is part of the MICR number, that can test the validity of an account number by activating a computer programmed to do this.
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  	CHECK DESK

A name sometimes given to the bookkeeping and statement departments of a bank, so called because checks received through the paying and receiving teller's window and through the clearinghouse are posted to the appropriate accounts in the customers' ledgers and statement of account.
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  	CHECK GUARANTEE

A practice where a merchant contacts a credit authorization center for verification of sufficient funds in a customer's account to cover the purchased amount.
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  	CHECK GUARANTEE PLAN

A preapproved line of credit in which a bank usually issues an identification card to a checking account customer.
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  	CHECKING ACCOUNT

A bank account against which checks may be drawn against credit balances.
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  	CHECK OVERDRAFT PROTECTION

A form of unsecured, open-end consumer credit, whereby a prearranged authorized line of
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  	credit is created providing coverage and, thereby, advances in instances when the checking account is overdrawn.
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  	CHECK PROCESSING 

A series of steps that must be taken to return checks to the banks on which they are drawn.
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  	CHECK PROTECTING DEVICES

Mechanical devices designed to prevent check raising and alteration of the payee's name.
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  	CHECK RATE

The basic rate in foreign exchange transactions from which all other rates are computed.
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  	CHECK ROUTING SYMBOL

A sign or mark indicating the routing of transit items.
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  	CHECK TRUNCATION 

A practice undertaken to lessen, or truncate, the number of steps involved in the check processing system, beginning with the bank of receipt, continuing through to the pay or bank, and ending with the delivery of checks to the check writer.
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  	CHECKWRITING PRIVILEGES

A privilege which allows shareholders to draw checks against the money invested in a mutual fund.
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  	CHEQUE 

A check; a bill of exchange drawn on a bank, payable on demand, drawn against a deposit.
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  	CHERRY PICKING 

A practice in certain bankruptcy proceedings of enforcing contracts favorable to the bankrupt and abrogating related obligations to unsecured creditors.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CHICAGO BOARD OF TRADE 

A significant grain exchange in the United States, incorporated under a special act of the Illinois legislature in 1859.
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  	CHICAGO BOARD OPTIONS EXCHANGE

An exchange specializing in providing facilities for trading in options on specified stocks actively traded on the New York Stock Exchange.
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  	CHICAGO MERCANTILE EXCHANGE

An exchange organized to provide a national marketplace for trading in spot and futures contracts for commodities.
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  	CHIEF FINANCIAL OFFICER (CFO)

A business executive in charge of the financial division or operations. A bank's CFO is typically responsible for asset/liability management and oversees the activities of the treasurer and controller.
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  	CHINESE WALL

Policies and procedures established to ensure compliance with appropriate securities laws in connection with any decision or recommendation to purchase or sell any security. Such polices and procedures are intended to ensure that departments do not use material inside information in connection with any decision or recommendation to purchase or sell any security.
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  	CHIP IN A CARD

A smart card.
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  	CHOICE

The human act or judgment by which the will elects one means in preference to others.
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  	CHOSE IN ACTION 

A legal term which denotes a claim or right to personal property not in one's possession.
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  	CHRISTMAS CLUB

A savings account established for the specific purpose of accumulating periodic savings in advance of withdrawal of total accumulation for Christmas expenditures.
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  	CHURNING 

Excessive turn over of an investor's holdings, usually by the brokerage firm or representative, and at its worst motivated by the pressure to create commission income. The term includes the excessive switching of a customer's holdings from one load or no load investment company's shares to those of another load investment company.
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  	CINCINNATI STOCK EXCHANGE

A registered securities exchange under the Securities Exchange Act of 1934, dating from 1887.
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  	CIPHER

 Zero.
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  	CIPHER CODE

Originally, a method of communicating secret, written messages unintelligible to third parties, dispatched by mail, telegraph, or cable. The term is now applied to telegraphic or wireless messages transmitted not in longhand, but by a shorthand key or code, primarily to secure condensation and economy rather than secrecy.
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  	CIRCUIT BREAKER

A mechanism that could halt trading in the stock, futures, and options markets when prices fell too far in one trading session.
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  	CIRCUIT COURT OF APPEALS

Twelve geographically bounded federal courts of appellate jurisdiction that hear appeals from the tax court and federal district courts.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CIRCULATING MEDIUM 

All forms of money which have the quality of currency, i.e., the circulation from bearer to bearer without endorsement.
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  	CIRCULATING NOTES

Federal Reserve Bank notes and national bank notes, also known as "circulation" by bankers, both of which are no longer issued and have been in the process of retirement.
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  	CITATION

A reference to a legal authority made in standard format.
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  	CITY COLLECTION DEPARTMENT

The department of a bank that receives sight and time drafts, checks, notes, and acceptance over the window from local depositors and from out-of-town correspondents for collection within the city.
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  	CITY ITEMS

Used in banking practice to denote checks, drafts, notes, or acceptances drawn on a bank, individual, firm, or corporation located in the same city as the
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  	bank where they have been deposited for collection, either through the clearinghouse or by messenger.
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  	CIVIL ACTION

A lawsuit to get money, enforce a right, or stop an activity, as distinguished from a criminal action.
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  	CIVIL BONDS 

Bonds issued by a government or political subdivision thereof, e.g., federal government, states, counties and parishes, municipalities, special districts, and special authorities.
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  	CIVIL LAW 

A body of law that relates to private rights and remedies and is directed to transactions of a private nature; the obligation to protect the most fundamental rights of citizens, including rights to "life, liberty, and property," vote, due process, equal protection under the law, and other rights from unlawful conduct by government or private parties, as contrasted with criminal law.
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  	CIVIL LIBERTIES

Rights traceable to the Constitution or Bill of Rights that protect individuals from the arbitrary actions of government and other parties.
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  	CIVIL RIGHTS

Initiatives of government designed to implement a theoretical social contract related to the protection of the fundamental rights of citizens.
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  	CIVIL RIGHTS ACT

Legislation that provides for all citizens of the United States to have the same rights, in every State and Territory, as is enjoyed by white citizens thereof, to inherit, purchase, lease, sell, hold, and convey real and personal property; legislation that prohibits discrimination based on race, color, age, or religion, and gave HUD responsibility for administering the fair housing provisions of the Civil Rights Act of 1968.
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  	CLAIMS COURT

One of three courts of original jurisdiction in federal income tax litigation.
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  	CLASS

Options of the same type covering the same underlying futures contract or physical commodity.
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  	CLASS ACTION

Legal proceedings by several persons on behalf of a larger group having a common concern or cause.
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  	CLASSIFICATION

A process of separating a mass of individual facts or figures into groups on the basis of some similarity.
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  	CLASSIFIED ASSETS 

Substandard, doubtful, or loss assets by bank regulators.
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  	CLASSIFIED BONDS

Bonds of the same corporation issued in series, e.g., Series A, Series B, etc., differing as to interest payment or issue or maturity date, but issued under the same open end or limited open end mortgage.
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  	CLASSIFIED FINANCIAL STATEMENTS

Financial statements arranged according to categories or classifications.
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  	CLASSIFIED LOAN 

A category of loans, such as commercial, consumer, and real estate; a loan cited by bank examiners as at risk.
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  	CLASSIFIEDSTOCK

Stock of the same corporation issued in series, the first in the series having rights prior to the others, e.g., first preferred stock, second preferred stock, or as a class of common stock, e.g., Class A, Class B.
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  	CLAYTON ACT 

Legislation passed on October 15, 1914, to supplement existing laws against unlawful restraints and monopolies, and for other purposes. The act extended the prohibition of tendencies to monopolize trade.
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  	CLEAN

Being without debt; without accompanying documents; unencumbered, unsoiled and free from foreign matter.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CLEAN BILL OF EXCHANGE

A bill of exchange not accompanied by shipping documents, such as bill of lading, insurance certificate, etc., and therefore undocumented.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CLEAN BILL OF LADING 

One which does not lessen the issuing transportation company's liability by such restricting clauses as "said to contain .. .," "shipper's load and count," etc., or clauses referred to packages as not being intact.
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  	CLEAN BOND 

A coupon bond that bears no endorsement or marks, as distinguished from a marked bond.
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  	CLEAN CREDIT

A letter of credit issued by a bank against which the designated foreign seller may draw a bill without documentary support.
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  	CLEAN DRAFT

A sight or time draft to which no other documents such as shipping documents, bills of lading, or insurance certificates are attached.
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  	CLEAR

To collect or pass through for payment, as used with reference to checks, stocks, and bonds; a legal expression meaning free from encumbrance.
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  	CLEARANCE

The process of effecting clearings in clearinghouse practice; the customs entry of goods; the total volume of commodities shipped out from a port for a particular date.
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  	CLEARING

Settlement, as in check clearings; the process by which payment is collected from a securities purchaser and transferred to the securities seller and the securities are transferred from seller to purchaser.
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  	CLEARING AGENT

A member of a clearinghouse that clears the checks of another bank that is not a member.
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  	CLEARING AGREEMENT

An agreement between countries governing the clearance and offset of claims arising out of trade and international transactions with each other.
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  	CLEARING CONTRACTS

In the operations of
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  	clearing contracts trade on commodity exchanges, the process of substituting principals to transactions, thus facilitating settlement of accounts.
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  	CLEARINGHOUSE

Any association of banks or other payors regularly clearing items; a voluntary association of banks located in the same city, joined to facilitate the daily exchange of checks, drafts, and notes among its members instead of separate exchanges of local items made individually by each bank with another.
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  	CLEARINGHOUSE BALANCE

The total of the debit and credit balances at a clearinghouse each day, as distinguished from the aggregate of checks and other items constituting the exchanges or clearings.
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  	CLEARINGHOUSE ELECTRONIC SETTLEMENT SYSTEM 

A electronic settlement system, operated by the Chicago Clearing House Association, which provides for the transmission of messages for payment of aggregate dollar amounts and for settlement, i.e., the actual transfer of funds.
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  	CLEARINGHOUSE INTERBANK PAYMENTS SYSTEM (CHIPS)

A computerized network for transfer of international dollar payments, linking certain depository institutions that have offices or subsidiaries in New York City.
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  	CLEARINGHOUSE LOAN CERTIFICATES

An emergency form of currency for use in settling clearinghouse balances only, issued at time of shortages in currency in the past before organization of the Federal Reserve System.
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  	CLEARINGHOUSE PROOF

A proof of each day's clearings at a clearinghouse as determined by the clearinghouse manager as a result of the exchanges of items by members and clearing nonmembers. This proof shows the amount brought to and received from the clearinghouse by each exchanging institution and the credit or debit balance of each.
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  	CLEARINGHOUSE SETTLEMENT SHEET

A sheet prepared by each member of a clearinghouse association showing the amount of checks that it holds against each other bank of the association, and which will be presented for collection at the next clearing. The total of the sheet, the aggregate of claims against other members, represents the bank's credit balance at the clearinghouse
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  	CLEARINGHOUSE STATEMENT

A statement issued periodically, usually once a week, by the larger clearinghouse associations, that displays in condensed and detailed form the financial condition (loans, investments, legal reserves, vault cash, demand and time deposits) of the member banks.
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  	CLEARING MEMBER BANK

A bank that is not a member of the Federal Reserve System, but which may collect its out-of-town checks through the Federal Reserve Check Collection System.
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  	CLEARINGS

Items drawn on local banks and presented for payment through a clearing house or directly to the drawee bank.
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  	CLEARING STOCKS

In centralized clearing of transactions on stock exchanges, those stocks designated for such clearing; in the New York Clearing House operation, the exchanges of stock certificates to and from representatives of transfer agents and registrars for the purposes of registration.
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  	CLEAR TITLE

Title to property that is free and clear of all encumbrances or defects.
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  	CLEOs

Collateralized lease equipment obligations.
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  	CLIFFORD TRUST

A type of inter vivos personal trust (one created in the lifetime of the settlor) whereby the parent settlor transfers income-producing assets to a trustee with instructions to pay the income therefrom to specified children, usually reflecting a tax saving motivation.
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  	CLIMAX

Sudden, sharp price trend changes on stock charts along with great increases in the volume of trading that signal immediate concern or opportunity.
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  	CLIQUE

An informal group of persons or financial interests who work for a common end.
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  	CLOCK STAMP

A device for imprinting the hour and day of arrival upon all mail and other matter received.
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  	CLOSE

In commodity trading, the short period of time just before the end of the market session, when all trades are officially declared to be executed at or on the close; the last recorded price for a security or commodity, also called the last, for a particular trading session.
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  	CLOSE CORPORATION

A corporation, the shares of which are held by a few persons, usually officers, employees, or others close to the management, and are rarely offered to the public.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CLOSED-ENDCREDIT

A credit agreement that specifies the total amount of credit, the number of payments, and the due date of payments.
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  	CLOSED-END MORTGAGE

A mortgage that precludes further indebtedness on the property which it pledges as security, i.e., the limit that can be borrowed under the mortgage has already been attained.
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  	CLOSED-END MUTUAL FUND

A mutual fund that does not make a continuous market for its securities. In recent years, closed-end mutual funds have often been traded at a discount from the market price of the securities they held.
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  	CLOSED OUT

A reference to the selling out of a margin account by a broker, pursuant to the margin agreement entered into by the customer; an indication that a business or account has been disposed of or liquidated.
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  	CLOSE MONEY

Money obtained at fairly high interest rates.
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  	CLOSING

In real estate and certain other financial transactions, an arranged meeting of the buyer and seller or their agents at which time an agreed upon transaction occurs, usually a sale; a meeting between the underwriters and the issuer of the securities at which the issuer delivers the shares and the underwriters make payment to the issuer.
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  	CLOSING AN ACCOUNT

When a bank account is closed as shown by a complete withdrawal of the deposit balance, notice is sent by the bookkeeper to the new business department and credit department for their information and records.
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  	CLOSING ENTRIES

In accounting, the journal entries that for the particular period close the nominal accounts, mainly revenue and expenses, combine their net balances into summary accounts, and close out the summary accounts to account for final transfer to the capital accounts the retained earnings (for a corporation) or other permanent accounts.
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  	CLOSING OUT

Liquidating an existing futures, option, or securities position; an offset.
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  	CLOSING PRICE

The price at which the last sale of each stock, bond, or commodity is effected daily on a stock or commodity exchange.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CLOSING THE BOOKS

A reference to the temporary closing of a corporation's stock transfer books on a date fixed by the board of directors at the time dividends are declared, in order to determine the stockholders of record, i.e., those entitled to receive the dividend on the payable date.
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  	CLOUD ON TITLE

An outstanding claim or encumbrance, which, if valid, would effect or impair the owner's title.
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  	CLUB ACCOUNTS

Deposit accounts of unincorporated organizations, such as clubs, societies, and groups.
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  	CMPs

Capital market preferred stock
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  	CO-ASSIGNEE

A joint assignee.
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  	CoBANK

The National Bank for Cooperatives.
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  	CODE 

Set of laws or regulations governing behavior and activities, e.g., criminal law code, income tax code, and building code.
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  	CODE OF CONDUCT OF ACCOUNTANTS

The Code of Professional Conduct of Accountants, passed by the American Institute of Certified Public Accountants that provides a framework of professional conduct and rules that govern the performance of professional services.
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  	CODE OF CONDUCT OF BANKS

A code of conduct for bank officers and staff including such instructions as the following: bank business should be conducted in full compliance with both the letter and the spirit of the law and this code of conduct; employees must use confidential information properly; employees must recognize and avoid conflicts of interest; violation of bank rules will provide a basis for disciplinary action, and many others.
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  	CODE OF CONDUCT OF FINANCIAL PLANNERS

A code of ethics of the International Association of Financial Planning that prescribes the minimum ethical conduct required of members. The code establishes three kinds of standards: canons, rules, and guidelines.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CODE OFCONDUCT OF REALTORS 

A written system of standards of ethical conduct that strives to ensure that a realtor acts in the best interests of both principal and any third parties.
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  	CODEOFJUDICIALCONDUCT

A set of rules governing the professional behavior of judges. For example, Canon 3 of the code requires that "a Judge should perform the duties of his office impartial and diligently."
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  	CODE OF PROFESSIONAL RESPONSIBILITY (LEGAL)

Usages and customs of members of the legal profession involving moral and professional duties toward one another, clients, the public, and the courts.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CODES OFCONDUCT 

Principles, rules, guidelines, and policies of an enterprise, industry, or profession describing and/or prescribing moral (sight or wrong) or legal behavior expected of employees and management. Most financial institutions, including banks, have written codes of conduct.
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  	CODICIL

A written addition to a will; a testamentary instrument altering or supplementing an existing will.
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  	CODIFICATION 

The process of collecting, revising, and arranging the laws on a particular subject into a system to be enacted by the legislature as a code.
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  	CO-EXECUTOR

One of two or more executors; a bank or trust company appointed to act as executor jointly with another party.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	COFFER

A treasury or fund.
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  	COINAGE

The process of identifying, by stamping a piece of metal intended to be used as money, by a sovereign power.
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  	COINCIDENT ECONOMIC INDICATORS

Economic indicators that move with (as opposed to before or after) the business cycle. These include an index of industrial production, levels of nonagricultural employees, real personal income (less transfer payments),
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  	and sales in the manufacturing sector.
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  	COINS

"Ingots of which the weight and fineness are certified by the integrity of designs expressed upon the surface of the metal." (Kevons); metallic money as distinguished from paper money; metal stamped by a government authority for use as money, as distinguished from bullion (metal in the mass). U.S. coins have a design, composition, weight, and fineness fixed by statues.
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  	COINSURANCE

A sharing of insurance risk between insurer and insured depending on the relation of the amount of the policy and a specified percentage of the actual value of the property insured at time of loss. The coinsurance clause of a fire insurance policy ordinarily provides that in the event of loss, the insurer shall be liable for no greater proportion of the loss than the ratio of the sum of the policy to the specified percentage (usually 80 percent) of the actual value of the property insured at the time when the loss is incurred.
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  	COLD CALL RULE 

A Securities and Exchange Commission rule designed to address high pressure and other abusive sales tactics involving securities, especially penny stocks.
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  	COLLATE

To collect or arrange in a proper order to prepare for processing or other purposes.
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  	COLLATERAL

Security given by a borrower to a lender as a pledge for payment of a loan. Such lenders thus become secured creditors.
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  	COLLATERALIZED MORTGAGE OBLIGATIONS (CMO)

A type of pay-through mortgage-backed security that gives the holder a security interest in, but not ownership of, the underlying assets.
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  	COLLATERALIZED SECURITY

A debt instrument secured by an asset or a pool of assets.
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  	COLLATERAL LOAN 

A loan for which the borrower has deposited with the lender some kind of security as collateral, such as bonds, stocks, documents of title, etc., that may be sold to satisfy the debt, it not paid at maturity.
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  	COLLATERAL NOTE

A note evidencing a loan secured by collateral, generally consisting of stocks, bonds, or mortgages.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	COLLATERAL SECURITY

Property held as security, as distinguished from personal security.
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  	COLLATERAL TRUST BONDS

Bonds secured not by real property but by a deposit in trust of securities, usually bonds.
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  	COLLATERAL VALUE 

Value of collateral relative to the amount of the loan.
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  	COLLECTIBLES

A broad range of items that are desirable because of their beauty, scarcity, age, and other factors. Collectibles include such items as coins, stamps, comic books, games and toys, posters, baseball cards, and many others.
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  	COLLECTING BANK

The bank, other than the payor bank, that handles the item for collection.
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  	COLLECTION AGENT

A bank acting as agent or correspondent for another bank located in another city, with which arrangements have been completed for the collection of checks and other items drawn on points in the former's locality and for conduct of other business.
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  	COLLECTION CHARGES

Charges made by a bank for collection of checks, coupons, drafts, notes, and acceptances drawn upon banks, corporations, or individuals at points outside the city in which the sending bank is located.
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  	COLLECTION CLERK

A bank clerk responsible for discharging the details in connection with the collection of checks, drafts, and other items drawn on out-of-town points.
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  	COLLECTION DEPARTMENT

A bank department whose functions include the presentation for payment of coupons, notes, drafts, and acceptances at proper places of presentment; surrendering of documents attached to drafts, notes, etc., upon payment or acceptance; presentment of periodical file collections on installment contracts or notes secured by collateral involving such part payments; handling of any items, such as checks, notes, drafts, and acceptances, that are not collectible by the clearing or transit department.
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  	COLLECTION ITEMS

Checks, drafts, notes or acceptances deposited with a bank for credit only if and when payment is made, as distinguished from cash items, which are credited to the customer's account upon receipt, but that are subject to cancellation in case of nonpayment.
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  	COLLECTION LEDGER

A ledger, also known as float ledger, constituting a part of the bookkeeping records of a bank transit department for the purpose of temporarily holding charges to various banks for checks and other items while in transit or process of collection.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	COLLECTION LETTER

A letter of transmittal or deposit slip accompanying a collection item, i.e., one to be credited to the sender's account only if and when collected.
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  	COLLECTIONNUMBER

The number assigned to a collection item in the accompanying collection letter and by which it is identified in subsequent correspondence and the records.
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  	COLLECTION PERIOD

In ratio analysis of financial statements, the average collection period is the number of days that the receiv-
	

	

	















 

  	
  	
  	
  



	




	Page 52

	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ables represent when compared with annual net credit sales. This may be compared with the known credit terms of sale, to judge whether or not the receivables on the average are in line.
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  	COLLECTIONS

Items including cash and non cash collections including acceptances, certificates of deposit, commercial paper, drafts, notes, real estate mortgages, bonds, coupons, and other transactions.
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  	COLLECTION TELLER

A bank teller who supervises the collection of checks and other items deposited for credit only if and when collected.
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  	COLLECTIVE BARGAINING

The process of negotiation between management and unions over a contract.
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  	COLLECTIVE INVESTMENT FUNDS

Funds established by a trust department to achieve improved investment diversification, referred to as common trust funds or pooled investment funds.
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  	COLLEGE CONSTRUCTION LOAN INSURANCE ASSOCIATION

A government backed corporation that insures bonds issued by academic institutions trying to meet equipment and facilities needs; Connie Lee.
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  	COLLUSION

Any agreement, explicit or implicit, between parties that adversely affect the competitive process or defraud another.
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  	COLOR OF TITLE

A title that appears to be correct but actually has a defect.
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  	COMAKER

A person who agrees to discharge the obligation of the maker of a promissory note in the event of the maker's default.
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  	COMBINATION

An association of individuals or corporations for the furtherance of some project; in business relationships, a broad term going beyond mergers and consolidations to include informal methods such as gentlemen's agreements, pools, association agreements, cartels, communities of interest, interlocking directorates, and other arrangements; in futures trading, puts and calls held either long or short with different strike prices and expirations.
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  	COMBINED FINANCIAL STATEMENTS

Financial statements that combine the financial statements of affiliated companies without making adjustments for or elimination of intercompany transactions and investments, as distinguished from consolidated financial statements.
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  	COMFORT LETTER

Letters or formal presentations from professionals, such as lawyers, accountants, and underwriters, in which assertions are made relating to a particular matter of concern with the intent of providing assurances or comfort to another party; a special type of agreed-upon-procedures report prepared by accountants and lawyers, issued in connection with offerings that must be registered with the Securities and Exchange Commission in accordance with the Securities Act of 1933, being a part of the procedures underwriters use to perform and document a "reasonable investigation" of information included in offering documents. (Section 11 of the act provides underwriters with a so-called due diligence defense against possible claims if they have performed such an investigation.)
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  	COMMAND

An act by which human powers are ordered and moved to action.
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  	COMMERCE

A trade, business, industry, or interchange of goods for a profit.
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  	COMMERCE DEPARTMENT 

An executive branch department under the direction of the Secretary of Commerce dealing with such matters at the national oceanic and atmospheric administration, the international trade administration, export administration, economic affairs, and travel and tourism.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	COMMERCIAL BANK

A name given to one of the classes of non governmental banking institutions under bank. Commercial banks are designed primarily to finance the production, distribution, and sale of goods as well as providing long-term or capital funds. The term full-service banking has been promoted in recent years as a more descriptive term because of the diversification of commercial banks into many operations other than commercial lending, including consumer banking, mortgage banking, commercial sales financing and factoring, international banking, trust banking, and many other functions.
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  	COMMERCIAL BORROWERS

Merchants who borrow on short-term notes largely to finance inventories or who realize on notes and accounts receivable by discounting them.
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  	COMMERCIAL CREDIT 

Used to indicate credit furnished to manufacturers, wholesalers, jobbers, and retailers-those engaged in the manufacture and distribution of commodities; a transaction involving the use of a commercial letter of credit.
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  	COMMERCIAL CREDIT COMPANIES

Concerns also known as credit or finance companies, engaged in the business of lending or buying and collecting on installment contracts and open book accounts from manufacturers and merchants.
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  	COMMERCIALCREDITDOCUMENTS

A generic term for instruments used in connection with commercial loans, such as bills of lading.
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  	COMMERCIAL DISCOUNTS 

Notes given to lending banks by mercantile firms upon which interest is paid in advance; cash discounts offered by a seller to a purchaser to
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  	encourage the payment of invoices in advance of maturity allowed by the terms of credit.
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  	COMMERCIAL FINANCING 

Financing provided for current open accounts receivable, inventories, fixed assets, and certain securities of manufacturers, wholesalers, mills, and converters on a nonnotification plan (not giving notice to customers of the assignment of the invoices) on various bases as to assumption of liability by the finance company or other lender.
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  	COMMERCIAL LETTER OF CREDIT

A letter of credit issued specifically to facilitate trade or commerce.
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  	COMMERCIAL LOAN

Extension of credit for activities of business other than the acquisition and holding of real estate.
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  	COMMERCIAL PAPER

All classes of short term negotiable instruments (notes, bills, and acceptances) that arise out of commercial, as distinguished from speculative, investment, real estate, person, or public transactions, usually sold on a discount basis; short-term notes, bills of exchange, and acceptances arising out of industrial, agricultural, or commercial transactions, the essential qualities of which are short-term maturity (not exceeding nine months), having an automatic or self-liquidating nature, and nonspeculativenss in origin and purpose of use.
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  	COMMERCIAL PAPER FUTURES 

The commercial paper futures contract on the Chicago Board of Trade that calls for delivery of prime commercial paper rated A-1 by Standard & Poor's Corporation and P-1 by Moody's Investors Services, and approved as deliverable by the Chicago Board of Trade, maturing not more than 90 days from the date of delivery.
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  	COMMERCIAL PAPER NAMES

Among bank credit persons, a reference to corporations and partnerships that habitually borrow through the open market by issuing commercial paper.
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  	COMMERCIAL REAL ESTATE LOANS

Loans secured by nonfarm, nonresidential properties.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	COMMINGLING

To mix or combine, as with the investment or trust funds of individuals.
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  	COMMISSION

In general, compensation paid by a principal to an agent for services rendered in that capacity; the charge made by brokers or banks for various services rendered to customers.
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  	COMMISSION CREDIT BUREAU

A special mercantile agency, whose services are confined to the release of credit information upon textile and dry goods names, including all branches of these trades.
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  	COMMISSIONER OF BANKING

In state regulation of banks and trust companies, a title to designate the official charged with such responsibility; also known as superintendent of banks in some states.
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  	COMMISSION HOUSE

A brokerage concern, whose members are also members of a stock or other exchange and execute orders to buy and sell on such exchange or exchanges, as distinguished from exchange members who trade only for their own accounts.
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  	COMMISSION TRADE

A transaction in which the legal relationship is that of principal (customer) and agent (broker) and in which the broker is compensated for services by a commission.
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  	COMMITMENT

A pledge or engagement; a contract involving financial responsibility or a contingent financial obligation to be performed in the future, e.g., an obligation to pay for subscribed stock on call, to take up bonds subscribed or purchased on the delivery date, or orders entrusted to a broker for buying and selling securities.
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  	COMMITMENT FEES 

Bank charges associated with an agreement that obligates the bank to make a loan under specific conditions.
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  	COMMITTEE FOR ECONOMIC DEVELOPMENT

An independent, nonprofit, nonpartisan, and nonpolitical, research and education organization consisting of business executives and educators.
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  	COMMITTEE ON LUNACY

A person appointed by a court, usually upon the initiative or relatives, to administer the affairs and protect the state of a person adjudged to be a lunatic. The term is synonymous with conservator.
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  	COMMITTEE ON UNIFORM SECURITIES IDENTIFICATION PROCEDURES

A committee of the American Bankers Association that devised numerical and alphabetical descriptions of securities traded on the exchanges and in the over-the-counter markets, as well as certain others.
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  	COMMODITIES

A basic agricultural, mineral, or other basic product traded on a commodity exchange.
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  	COMMODITY CREDIT CORPORATION

An agency of the United States, authorized to (1) support prices of agricultural commodities through loans, purchases, payments, and other operations; (2) make available materials and facilities required in the production and marketing of agricultural commodities; (3) procure agricultural commodities for sale to other government agencies, foreign governments, and domestic, foreign, or international relief or rehabilitation agencies, and to meet domestic requirements; (4)
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  	remove and dispose of surplus agricultural commodities; (5) increase domestic consumption of agricultural commodities; (6) export or cause to be exported, as aid in the development of foreign markets for agricultural commodities; and (7) carry out such other operations as Congress may specifically authorize.
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  	COMMODITY CURRENCY

A specific commodity that circulates in an economy and serves as the medium of exchange and store of value in a society.
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  	COMMODITY DRAFT 

A draft that is used in connection with the shipment of goods.
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  	COMMODITY EXCHANGE ACT

An act providing regulatory powers by giving authority to the Commodity Exchange Authority and the Secretary of Agriculture to deny registration to commission merchants and floor brokers for falsification or omission of facts from applications, or other good cause, denial of registration could be made only upon revocation or suspension of a prior registration and by giving authority to the Commodity Exchange Authority to set standards of fitness for registrants as future commission merchants. This act was succeeded by the Commodity Futures Trading Commission Act of 1974, which established the Commodity Futures Trading Commission.
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  	COMMODITY EXCHANGE COMMISSION

Established by the Commodity Exchange Act of 1922 to initiate complaints, conduct hearings, and issue cease and desist or suspension orders for violations of the act by any board of trade designated as a contract market; conduct hearings and fix trading limits in connection with the sale of commodities for future delivery made or subject to the rules of contract markets; hear and decide complaints of contract markets seeking to exclude from membership therein any cooperative organization orcorporation; hear and decide appeals from a refusal by the Secretary of Agriculture of designation of any board of trade as a contract markets. The Commission was succeeded by the Commodity Futures Trading Commission upon passage of the Commodity Futures Trading Act of 1974.
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  	COMMODITY EXCHANGE, INC. (COMEX)

The successor, by merger in 1933, to four former commodity exchanges. The exchange is the world's most active metals market and is among the largest commodity futures exchange in the world.
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  	COMMODITY EXCHANGES

Organized markets for trading in commodities and futures contract and/or cash (spot) trading. The term exchange includes only those commodity exchanges which are designated as contract markets and have trading activity. Commodity exchanges include the Chicago Board of Trade, Chicago Mercantile Exchange, Commodity Exchange, Inc., New York Cotton Exchange, New York Mercantile Exchange, and others.
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  	COMMODITY FUTURES TRADING COMMISSION

Established under the Department of Agriculture the Commission has been given authority and responsibilities designed to make possible more effective regulation of the commodity futures markets. The Commission is empowered to regulate option transactions in commodities, leverage contracts in silver and gold, foreign currencies, and U.S. government and mortgage securities. Major purposes of the trading regulations are to prevent price manipulation, market corners, and the dissemination of false and misleading commodity and market information affecting commodity prices as well as other abusive practices in commodities transactions. The Commission is based in Washington, D.C.
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  	COMMODITY LOAN

A loan to a grain producer by the Commodity Credit Corporation and banks.
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  	COMMODITY OPTIONS 

Options to buy or to sell commodity futures contracts at a specified price within a specified time, similar to stock options. Trading in commodity options is currently suspended.
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  	COMMODITY PAPER

A note, draft, bill of exchange, or trade acceptance accompanied and secured by shipping documents or by a warehouse terminal, or other similar receipt, covering approved and readily marketable, nonperishable staple properly insured. The elements of commodity paper are also governed by the classification ''bills of exchange payable at sight or on demand."
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  	COMMODITY PRICES

Prices for commodities quoted either on a cash (spot) basis or on a future basis.
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  	COMMODITY PRICE INDEX

Index or average, which may be weighted, of selected commodity prices, intended to be representative of the market in general or a specific subset of commodities.
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  	COMMODITY RATE

The rate of interest charged on commodity paper.
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  	COMMODITY SWAP

A swap in which one party makes periodic payments to the other at a fixed price for a given quantity of notional commodity, while the second party pays the first party a floating price (usually an average price based on periodic observations of the spot price) for the same quantity of notional commodity, no exchanges of notionals take place as part of the swap.
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  	COMMON CARRIER

A company authorized to undertake transportation as a regular business, e.g., railroads, motor carriers, steamship companies, express companies, and others.
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  	COMMON GOOD

The general welfare; the greatest good of the largest number; the conditions of social life that favor the proper ends of the individual.
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  	COMMON LAW

A body of legal concepts, principles, and procedures that obtain their authority from court judgments that originate in common customs and usages.
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  	COMMON MARKET

European Economic Community, established in 1958, to promote economic activities among its members.
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  	COMMON SIZE STATEMENT

The 100 percent statement that reduces all items in assets and liabilities to a percentage of the total assets and total liabilities presented on the balance sheet. This statement can facilitate credit analysis and comparison of statements of different companies.
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  	COMMON STOCK

Shares of ownership in a corporation that entitles the holder to dividend distributions made by the issuer; that part of the capital stock of a corporation which represents the last claim upon assets and dividends, as distinguished from preferred stock.
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  	COMMON STOCK EQUIVALENTS 

A security that, because of its terms or the circumstances under which it was issued, is in substance equivalent to common stock used in the computation of earnings per share.
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  	COMMON STOCK FUND 

A mutual fund whose portfolio consists primarily of common stocks.
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  	COMMONTRUSTFUNDS 

A fund maintained by a bank or trust company exclusively for the collective investment of money contributed to the fund by the bank or trust company as trustee, executor, guardian, administrator, or custodian.
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  	COMMUNICATION FUNCTION

The process of transmitting and receiving information that is relevant to the management of an enterprise and is a function of the organizational structure and relationships.
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  	COMMUNISM 

Literally, common or collective ownership of property; an economic system espousing centralized planning and control of economic resources and the abolition of private property, individual initiative, and profits. The implements of production would be owned by the local or central government and the products distributed on the basis of need. In 1989-90, communist economics and governments collapsed through Eastern Europe, Nicaragua, and else where.
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  	COMMUNITY BANK

A bank that serves a limited geographic area and conducts credit and deposit functions for consumers, small businesses, and the middle market.
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  	COMMUNITY DEVELOPMENT BANK

A financial institution that targets small loans to individuals and businesses in inner-city neighborhoods to provide capital.
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  	COMMUNITY DEVELOPMENT PROGRAM

A federally funded program that provides a city with funds to carry out housing rehabilitation and repair, neighborhood revitalization, and public service programs, principally in deteriorated areas or for low and moderate income persons.
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  	COMMUNITY PROPERTY

A concept of ownership of property that regards husband and wife as beneficial co-owners of the community estate (all property acquired after marriage, other than separate property acquired by devise, bequest, or from proceeds of non community property).
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  	COMMUNITY REINVESTMENT ACT OF1977

An act passed to further a congressional intent that banks meet the credit needs of their local communities; a form of affirmative action program for neighborhoods or communities to encourage investment in the immediate communities served by depository institutions.
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  	COMMUNITY TRUST

A form of charitable trust under which gifts and money bequests are received to be applied for public purposes and administered by a bank or trust company in conjunction with an advisory board of citizens.
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  	COMMUTATIVE JUSTICE

A form of justice concerned with the duties of individuals towards one another, as distinguished from distributive justice, legal justice, and social justice.
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  	COMPANIES ACT OF 1948 

Major legislation in England dealing with corporate organization, activities, and reporting.
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  	COMPANY-SPECIFIC RISK

An unsystematic risk relating to the direct consequences of an event that is specific to a firm.
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  	COMPANY 

According to Regulation Q, any corporation, partnership, trust, association, joint venture, pool syndicate, sole proprietorship, unincorporated organization, or any other form of business entity not specifically listed herein; according to the Federal Reserve Act, Section 23 A(b)(6), a corporation, partnership business trust, association, or similar organization and, unless specifically excluded, the term company includes a "member bank" and a "bank"; according to the Federal Reserve Act, Section 23A, a corporation, partnership, business trust, association, or similar organization and, unless
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  	specifically excluded, the term company excluded, the term company includes a "member bank" and a "bank."
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  	COMPARABILITY

In accounting, the quality of information that enables users to identify similarities in and differences between two sets of economic phenomena.
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  	COMPARATIVE ADVANTAGE

An economic law that explains how mutually beneficial trade can occur even when one nation is less efficient than another nation in the production of all commodities. The less efficient nation should specialize in and export the commodity in which its absolute disadvantage is smallest, and should import the other commodity.
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  	COMPARATIVE STATEMENTS

Financial statements for consecutive years used as a basis for noting the progress or regress of a business.
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  	COMPENSATED ABSENCES

Payments by employers for vacation, holiday, illness, or other personal activities.
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  	COMPENSATING BALANCES

A demand deposit balance maintained by a borrower from a bank or a user of its services to compensate the bank for services rendered. The amount is available for the bank's use.
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  	COMPENSATORY FINANCE 

Infiscaltheory, the Keynesian principle that government fiscal policy should be so planned and executed as to promote economic stability by counteracting major business fluctuations. Elements to accomplish such an objectives are built-in stabilizers, automatic measures, and managed compensatory measures involving discretionary action by the President and Congress.
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  	COMPETITION

Rivalry among individuals and firms operating in a free enterprise system and other economic systems.
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  	COMPETITIVE BIDDING

In securities financing, the procedure of awarding the new issue to the highest bid received (on basis of lowest net cost of money to the issuer), usually from investment banking groups formed in purchase syndicates.
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  	COMPETITIVE EQUALITY BANKING ACT OF 1987

An act that permits (1) out-of state holding companies to acquire qualified stock institutions, as well as mutual savings banks, before they fail if they have asset of a specified amount; (2) a holding company to be sold, in whole or in part, to an out-of-state holding company if the in-state holding company has a bank or banks with aggregate banking assets of a specified amount in danger of closing and the bank or banks represent 33 percent or more of the holding company's banking asset; and (3) an out-of-state holding company expansion rights in the state of acquisition through the bank holding company structure. The act also permits the Federal Deposit Insurance Corporation to establish a bridge bank to assume the deposits and liabilities and purchase the assets of a failed bank under specified conditions.
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  	COMPLAINANT

Plaintiff in a lawsuit.
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  	COMPLIANCE

Conformance to the requirements of law, courts, administrative agencies, regulator authorities, and others.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	COMPILATION

A presentation in the form of financial statements that is the representation of management without the expression of any assurance on the statements from certified public accountants, as distinguished from an audit or a review.
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  	COMPLETENESS

In accounting, the inclusion in reported information of everything material that is necessary for faithful representation of the relevant phenomena.
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  	COMPLIANCE

Adherence or to be in conformity with laws, rules, and regulations. Most bank functions come under compliance requirements. Most banks install formal compliance programs to assure that the requirements are satisfied.
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  	COMPLIANCE DEPARTMENT

A department of a bank or bond brokerage firm, and others to assure that activities of the firm comply with regulatory requirements and company policies.
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  	COMPOUND INTEREST

Interest earned on principal and on accumulated interest of prior periods.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	COMPOUNDING 

Earning interest on interest; the process of computing the future value of a payment or a series of payments using compound interest procedures; the process of growth through reinvestment of earnings.
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  	COMPREHENSIVE INCOME 

The change in equity of a business enterprise during a period from transactions and other events and circumstances from nonowner sources (other than investments by owners and distributions to owners).
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  	COMPTROLLER

The officer of a bank who supervises the bookkeeping, accounting, auditing, and reporting procedures, and who is responsible for initiating improvements in the accounting and auditing procedures; controller.
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  	COMPTROLLER OF THE CURRENCY 

An Office created by Congress February 25, 1863, as an integral part of the National Banking System with functions relating to the chartering, organization, operation, supervisory authority, and liquidation of national banks.
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  	COMPTROLLERSHIP

The practice or activity associated with the work of a controller.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	COMPUTER

A device designated to execute mathematical operations or logical operations.
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  	COMPUTERIZED LOAN ORIGINATION SYSTEM (CLO)

An electronic system that furnishes subscribers with the latest data on available loan programs at a variety of lending institutions.
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  	CONCENTRATION BANKING

A collection procedure in which payments are made to regionally dispersed collection centers, then deposited in local banks for quick clearing.
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  	CONCENTRATION OF CREDIT

A group of assets, direct, indirect, or contingent, which amount to a significant risk, and, thereby, a large exposure to the financial institution, including all loans of all types including overdrafts; cash items; suspense items; securities purchased or held under resale agreement; federal funds sold and other interbank deposits or loans; loan commitments, leases, and acceptances; letters of credit; placements; loans subject to repurchase agreements; and other types of direct, indirect, or contingent obligations, identified based on t he dependency on one entity, one industry, one person, or one affiliated group to provide payment. Generally, 25 percent of primary capital is considered the determinant for a concentration of credit.
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  	CONCENTRATION OF CREDIT RISK

Risk associated with having excessive concentrations of credit in certain industries, groups, or individuals.
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  	CONCEPT STOCKS

Stocks to which a big idea can be associated, such as a scientific breakthrough, a new drug discovery, and a new merchandising approach.
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  	CONCESSION

A shading or decrease in the market price of a security or products; a reduction in the price of a security offered to a bank or investment house that retails securities by a syndicate wholesaling securities, from the public offering price; the right granted to a lessee to use property of the lessor for certain purposes for a stipulated period.
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  	CONDEMNATION

The taking of private property for a public use by a public authority in an exercise of the power of eminent domain. The owner of the property is compensated by the public authority for the property taken.
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  	CONDENSED STATEMENT OF CONDITION

The voluntarily published nonlegal statement of condition of a bank in which the individual items of resources, liabilities, and groupings thereof may vary considerably from those specified in the legal or call report.
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  	CODE OF ETHICS

Guidelines and rules of accepted practice or behavior often associated with professional groups, such as doctors, accountants, lawyers, and judges.
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  	CODICIL

An amendment to a will.
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  	COLLUSION 

Two or more parties agreeing to perform an illegal act.
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  	CONDITIONAL

Imposing, containing, controlling, or depending on a condition or stipulation, sometimes associated with a contract or document.
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  	CONDITIONAL SALES CONTRACT

A contract whereby a seller retains title to goods sold and delivered to a purchaser until full payment has been made.
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  	CONDOMINIUM 

Legally, an estate in real property defined as a separate specified unit in a multiple structure that is subject to individual ownership in fee coupled with ownership in common of related parts of structure, site, and appurtenances.
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  	CONDUIT FINANCING

A form of financing in which a governmental entity lends its name to a bond issue although merely acting as a conduit through which funds flow. Conduit financing links the buyer of the bond and the use of the project, hospital or industrial development being financed. The bondholder usually looks only to the project for debt financing, and not the government.
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  	CONDUIT PRINCIPLE

In tax law, the provisions that allow specific tax characteristics to be passed through certain entities to the owners of the entity without losing their identity.
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  	CONDUITS

Federally sponsored credit agencies and private companies that purchase
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  	mortgages from mortgage originators. These agencies and private companies often pool these mortgages and sell them to investors, hence they are conduits.
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  	CONFIDENCE

In banking, economics, and accounting, referring to reliability, consistency, plausibility, as used in a survey of consumer confidence, confidence in a government policy, forecast, or financial statement.
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  	CONFIDENCE INDEX

An index of investors' or consumers' optimism and pessimism; a ratio of yield on Barron's High-Grade Bond Index to suggest the confidence of experienced investors in medium-grade bonds relative to high-grade bonds.
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  	CONFIDENCE MEN

Professional swindlers.
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  	CONFIRMATION

An order or agreement in writing to verify or confirm one previously given orally, by telephone, or by telegraph, e.g., executions of orders to buy or sell securities are confirmed in writing by brokers to their customers.
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  	CONFIRMED CREDIT

A letter of credit that cannot be canceled or modified without the consent of both buyer and seller.
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  	CONFISCATE

In law, the legal seizure of property without compensation.
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  	CONFLICT OF INTEREST

Situation wherein the safety and the soundness of an institution or the opportunity of that institution are in conflict with the personal interests of its director(s), officer(s), and other persons with influence over the management supervision of the institution.
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  	CONGENERICS

Holding companies and/or mixed holding companies (combining holding company with operating functions) characterized by holdings in other companies and/or operations that are complementary, supplementary, or allied in nature, not necessarily in exactly the same lines of activity.
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  	CONGLOMERATES 

Diversification of acquisitions to include companies in nonrelated industries, so that a number of different lines of business, classes of products, or services are encompassed within the overall holdings of the parent company.
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  	CONGRESSIONAL BUDGETOFFICE (CBO)

A nonpartisan congressional support agency charged with analyzing the interaction between the federal budget and the nation's economy and with assessing the fiscal and budgetary consequences of legislative actions.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CONSENSUS OF INDICATORS

An averaging by various statistical methods of many stock market price indicators, e.g., volume, short sales, free credit balances, advance decline line at market tops, total short interest at market bottoms, and odd-lot short sales ratio at market tops
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  	CONSENT

The human act of the will agreeing with the proposal of the means by counsel or other parties.
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  	CONSERVATISM

A basic accounting convention that requires the reasonable anticipation of potential losses in recorded assets or in the settlement of liabilities at the time when financial statements are prepared; also expressed as a rule that "recognizes all losses and anticipates no profit."
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  	CONSERVATOR

The name given in some states to a person appointed by a court to manage the estate of an incompetent or lunatic. Under the Emergency Banking Relieve Act of 1933, the Comptroller of the Currency was empowered to appoint conservators for any national bank when this was considered necessary to conserve its assets.
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  	CONSIDERATION

Anything of value given in a contract in exchange for contractual rights.
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  	CONSIGNEE

One to whom merchandise is forwarded or shipped on consignment.
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  	CONSIGNMENT

In a general sense, a shipment of goods from the consignor to consignee; in a narrower sense, a shipment of goods to a commission merchant who acts as agent for the owner or for the owner and consignor, for the purpose of sale according to the consignors instructions and for his or her account.
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  	CONSIGNOR

A shipper or sender; one who ships merchandise. The consignor takes a bill of lading, express receipts, or parcel post receipt as evidence of shipment.
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  	CONSISTENCY

An accounting principle that encourages conformity from period to period by a firm in the use of accounting policies and procedures. Consistency is essential to improving comparability across accounting periods.
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  	CONSOLIDATED BONDS

Farm Credit System bonds issued only in book-entry form for a minimum of $10,000 with multiples of $5,000 thereafter, primary distribution of which is conducted through a group of approximately 100 bank and nonbank firms.
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  	CONSOLIDATED DISCOUNT NOTES

Farm Credit System consolidated obligations issued on a discount basis to maturity in one year or less which represent an important financing tool to enhance the flexibility of cash management and to integrate asset and liability management.
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  	CONSOLIDATED FIRST MORTGAGE BONDS

Bonds secured by a first mortgage on consolidated property.
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  	CONSOLIDATED STATEMENTS

Statements of a parent company and its subsidiaries (balance sheet, income statement, and cash flows statement) presenting the more sig-
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  	nificant composite situation, as if the companies were a single firm, instead of the statements of the separate companies, particularly if the parent company is strictly a holding company whose assets consist largely of holdings in subsidiaries.
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  	CONSOLIDATED TAX RETURN

A single tax return filed on behalf of two or more legally separate corporations that are members of an affiliated group.
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  	CONSOLIDATION

A form of business combination where the combining of the assets, liabilities, and capital accounts of two businesses into a new business, both businesses are dissolved, and their charters are returned to the appropriate regulatory agencies.
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  	CONSOLIDATION OF BILLS

Borrowing a sum for the payment of past-due bills, repaid in installments.
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  	CONSOLS

A market name for perpetual British government bonds.
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  	CONSORTIUM 

A group of affiliated companies, including banking and other financial institutions, having common goals or entering into an arrangement for mutual benefit.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CONSORTIUM BANK

An entity formed by a group of banks to operate within a defined geographic area or to perform specified functions or activities, such as underwriting or financing a loan.
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  	CONSTANT ANNUAL PERCENT

The annual debt service of a loan or mortgage as a percentage of the loan or mortgage.
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  	CONSTANT-DOLLAR MODEL

An accounting model in which the dollar is valued in terms of its purchasing power; adjustments of accounting or financial data for changes in the purchasing power of the dollar to reflect "real" value. The primary objective of constant-dollar accounting is to maintain capital in terms of constant purchasing power as measured by a general index of prices.
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  	CONSTANT DOLLARS

Dollars that have been adjusted for changes in the general price level. Constant dollars are expressed in the same purchasing power.
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  	CONSTANT-DOLLAR PLAN

An investment planning technique that keeps a fixed number of dollars in stocks with a fluctuating amount in bonds or other defensive instruments. If stocks rise, some shares are sold and the extra money beyond the previously decided fixed amount is used to buy bonds. If stocks go down, bonds are sold and the money is used to buy shares to bring the dollars in the stocks up to the desired amount.
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  	CONSTANT-RATIO FORMULA 

An investment plan that keeps a fixed ratio of money in stocks and bonds, e.g., 50 percent in each. As the market fluctuates, stocks are sold and bonds are bought, or vice versa, to keep the ratio constant.
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  	CONSTITUTIONAL LAW

A body of law that deals with fundament law, rights and obligations of a political system and relates to the basic framework of government.
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  	CONSTRUCTION LOAN

A loan used for the construction of property and land development, usually from six months to two years, usually disbursed in increments (draws or draw-downs) as the construction proceeds, and usually repaid through the proceeds of a permanent loan.
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  	CONSTRUCTION MORTGAGE 

A mortgage deed of trust securing a loan made for interim financing during the construction period.
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  	CONSTRUCTIVE OBLIGATIONS

Obligations that lack the legal sanction that characterizes most liabilities and may be binding primarily because of social or moral sanctions or customs.
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  	CONSTRUCTIVE RECEIPT DOCTRINE

The tax principle for entities reporting on a cash basis that cash has been received at the time the recipient has the first opportunity of receiving payment.
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  	CONSTRUCTIVE TRUST 

The trust relationship imposed upon a wrongdoer by the court of equity whenever necessary to prevent injustice to the innocent party, regardless of the intent of the parties.
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  	CONSULARINVOICE 

A document usually certified in triplicate at the shipping point by a consul of the country of destination of the shipment and forwarded by such consul to the customs officials of the port of destination. The consular invoice contains the information usually given in a seller's invoice. Its purpose is to inform the customs officers of the port of entry of the nature of the imports expected.
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  	CONSUMER 

A natural person or cardholder to whom consumer credit is offered or extended, the term also includes a natural person in whose principal dwelling a security interest is or will be retained or acquired, if that person's ownership interest in the dwelling is or will be subject to the security interest. Regulation Z, 12 CFR 226.2 (a)(ll)
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  	CONSUMER ACCOUNT

Any account used primarily for person, family, or household purposes.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CONSUMER ADVISORY COUNCIL

An advisory group to the Federal Reserve System that represents the interests of the financial industry and consumers.
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  	CONSUMER COMPLAINT "

Any allegation by or on behalf of an individual, group of individuals, or other entity that a particular act or practice of a state member bank is unfair or
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  	deceptive, or in violation of a regulation issued by the Board of Governors of the Federal Reserve System pursuant to a federal statute, or in violation of any other act or regulation under which the bank must operate." Regulation AA, 12 CFR 227.1 (b)
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  	CONSUMER CREDIT

The short- and intermediate-term debt owed by individuals to financial institutions, retailers, and other distributors, for financing consumer purchases of goods and services, but not including real estate mortgages and insurance policy loans.
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  	CONSUMERCREDIT PROTECTION ACT

An act of 1968 intended to promote truth in lending by requiring lenders to disclose to borrowers all terms of credit arrangements, including the cost of financing over the life of a loan.
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  	CONSUMER FINANCE COMPANY

A business established to provide cash installment loans to persons and families.
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  	CONSUMER LEASING ACT

An act that requires disclosure of information to help consumers compare the cost and terms of one lease of consumer goods with another, and the cost of leasing with that of buying on credit or for cash.
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  	CONSUMER LENDING REGULATIONS

Major regulatory legislation designed to protect consumers in their dealings with financial institutions. Major consumer lending regulations are reflected in the Equal Credit Opportunity Act, Truth in Lending Law, Fair Housing Act, Fair Credit Reporting Act, Real estate Settlement Procedures Act, and others.
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  	CONSUMMATION 

The time that a consumer becomes contractually obligated on a credit transaction.
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  	CONSUMPTION FUNCTION

In macroeconomics, the proportionate, although not necessarily stable, relationship between consumption expenditures and total income. This concept is based primarily upon the Keynesian conclusion that consumption is a function of income.
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  	CONTANGO

The charge made for the accommodation when a speculator who has bought stock desires to postpone delivery.
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  	COMPTEMPT OF COURT 

Anything that hinders a court or reflects open disrespect for a court.
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  	CONTINENTAL BILLS

Bills of exchange drawn on banks located in European countries other than Great Britain.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CONTINENTALCURRENCY

The currency of European countries other than Great Britain.
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  	CONTINENTAL RATES

Rates quotes for currencies and bills of exchange drawn on banks located in European countries other than Great Britain.
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  	CONTINGENCY

An existing condition, situation, or set of circumstances involving uncertainty as to possible gain or loss to an enterprise that will ultimately be resolved when one or more future events occur or fail to occur. The resulting gain or loss is referred to as a "gain contingency" or a "loss contingency."
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  	CONTINGENCY RESERVE

A reserve set aside, representing a specified dollar amount of surplus or undivided profits, to meet unanticipated needs of the bank or a potential, yet unrealized loss, and where the amount cannot be definitely ascertained; in insurance company financial statements, backup financial protection for each generation of policy holders against investment losses, annuity and insurance mortality, and other risks.
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  	CONTINGENT CLAIM

Contracts or agreements that depend upon a future uncertain occurrence, event, or outcome.
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  	CONTINGENT FUND

In general, a fund set aside out of earnings to provide for emergencies, e.g., unexpected operating losses, damage claims, or with which to provide for expansion in plant and equipment when a favorable opportunity arises; a business reserve.
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  	CONTINGENT INTEREST

A right to property that depends, for vesting or realization, upon the happening of some future uncertain event.
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  	CONTINGENT LIABILITIES

Potential liabilities; liabilities for which a business may be held, but does not expect to be compelled to meet; liabilities that depend upon the fulfillment or lack of fulfillment of certain conditions, such as for the obligations of a guarantor or accommodation endorser, judgments under appeal, pending lawsuits, disputed claims, and many others.
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  	CONTINGENT REMAINDER

A remainder in a future interest in property dependent upon the termination of the prior estate created at the same time and by the same instrument.
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  	CONTINGENT RESERVE 

In accounting practice, an earmarked portion of retained earnings or undivided profits not allocated to any asset or liability items and thus a true equity reserve, free and clear of any actual present needs.
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  	CONTINGENT VALUE RIGHTS (CVR)

An inducement in corporate takeovers or business combination to encourage holders of shares to surrender their certificates. The CVRs entitle holders to receive additional compensation if the company meets a financial or price goal.
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  	CONTINUED BONDS 

Bonds that are not repaid at maturity but are extended for a further definite or indefinite period with the same
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  	security and with the same or different interest rate, also known as extended bonds.
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  	CONTINUING ACCOUNT

An open or running book account in which settlements are made at regular intervals.
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  	CONTINUING RESOLUTION

Legislation enacted by Congress providing the required budgetary authority and appropriation to continue specific federal activities at a special level. It is used when appropriation legislation is expiring and a regular appropriation bill has not yet been approved.
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  	CONTINUITY ASSUMPTION

The going-concern assumption used in accounting; a major accounting assumption that assumes that the accounting entity is engaged in continuous and ongoing activities and will remain in operation for the foreseeable future in pursuit of its goals and objectives.
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  	CONTINUOUS COMPOUNDING

Compounding interest continuously instead of in discrete time periods.
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  	CONTRA ACCOUNT

A special account that is a deduction from a regular account; an offset, valuation, or negative-asset or liability account, such as an accumulated deprecation account which is deducted from a plant or equipment account.
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  	CONTRACT

An agreement involving an arrangement or promise that the law will enforce, rights being acquired by one party or parties to certain acts or forbearance from acts on the part of another or others, being written, oral, or implied, the legal elements of a binding contract including offer and acceptance consideration, if the law requires it, capacity of the parties to contract; legality of purpose, reality of consent; and the form specified by law; a term of reference describing unit of trading for a commodity future or option; an agreement to buy or sell a specified commodity.
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  	CONTRACTION

A phase of the business cycle following a period of expansion in which the economy begins to slow down; a form of corporate restructuring including sell-offs, spin-offs, equity carve-outs, abandonment of assets, and liquidation.
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  	CONTRACT MARKETS

Commodity exchanges or boards of trade designated by the Commodity Futures Trading Commission to trade in futures contracts.
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  	CONTRACT MONTH

The month in which futures contracts may be satisfied by making or accepting delivery and the month in which the option contract expires.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CONTRACTOFSALE

Technically, agreements of sale or purchase, or agreements to sell or purchase.
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  	CONTRACT RATE

The interest rate specified as a percentage of the face value, also referred to as the stated rate.
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  	CONTRARIAN

An investor who holds views or opinions that run contrary to the generally held positions.
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  	CONTRARY OPINION 

Investing action that differs from what the general investing public does at a certain time.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CONTRIBUTED CAPITAL

Capital paid-in by shareholders in exchange for capital stock.
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  	CONTRIBUTION MARGIN

Sales revenue less variable expenses. Variable expenses are those expenses that change in direct proportion to the change in volume of sales over a relevant range of business activity.
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  	CONTROL 

To direct or command; an activity consisting of verifying whether everything that occurs is in conformity with goals, objectives, plans, policies, and procedures and involves setting standards, measuring performance, evaluating results, and taking appropriate action.
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  	CONTROL ACCOUNT

In accounting practice, an account in the general ledger to which are posted in totals the debits or credits shown in separate detailed accounts in subsidiary ledgers; controlling account.
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  	CONTROL FUNCTION

A managerial function that provides a degree of assurance that the organization's activities are being performed effectively and efficiently.
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  	CONTROLLED ACCOUNT

 In security or commodities trading, an account in which trading is controlled or directed by a person other than the customer whose account it is.
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  	CONTROLLABLE COSTS

Costs identified as a responsibility of an individual or department which can be regulated within a given period of time.
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  	CONTROLLED RECORDS

Classes of financial records that comprise the controlling books or accounts of a bank.
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  	CONTROLLER

The chief accounting executive in most business organizations having functions relating to internal auditing, general accounting, tax planning, insurance, cost accounting, and budgeting; the comptroller, a British term with essentially the same meaning.
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  	CONTROL LIMITS

Upper and lower bounds set on the key measures of a process.
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  	CONTROLLING INTEREST

A majority interest in a corporation as reflected by the ownership of over 50 percent of the outstanding shares of the company' s stock, either directly or indirectly.
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  	CONVENTIONAL LOAN

A loan made with real estate as security and not involving government participation in the form of insuring (FHA) or guaranteeing (VA) the loan.
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  	CONVERGENCE

The movement of a futures
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  	price toward the price of the underlying cash instrument as the delivery date approaches.
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  	CONVERSION

In law, the unauthorized exercise of ownership over personal property belonging to another, resulting in exclusion of the owner's rights or in alteration of the personal property; the exercise of the conversion privilege attached to certain bonds or stocks; in commodity trading, the conversion contract; the exchange of one currency for another; in accounting, a comprehensive term covering labor, overhead, and materials outlay involved in processing an article into the desired intermediate orfinished form; the exchange of a charter granted by the state for a federal charter; the exchange of dollars into foreign currencies.
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  	CONVERSION ARBITRAGE

A form of arbitrage in which the investment bank takes one or more financial instruments and, through a process of composition or decomposition, creates one or more different financial instruments, i.e., zero coupon securities and mortgage-backed securities.
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  	CONVERSION CONTRACT

A type of contract in spot trading in which the price is tentatively designated as a futures price but the basis grade left unspecified. Later, in accordance with the time limit agreed on, the price is to be adjusted according to the current grade at time and place of delivery in relation to the basis grade of the futures contract.
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  	CONVERSIONPRIVILEGE

The right to switch out of one mutual fund and into another fund of a fund family.
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  	CONVERTIBLE SECURITY

A security that may be exchanged at the issuer's or holder's option for another class of security, usually common stock although preferred stocks and bonds also may carry conversion privileges.
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  	CONVERTIBILITY

In foreign exchange markets, freedom of exchange of currencies, which necessarily entails freedom of exchange of balances into gold as an international means of payment if premiums for exchange are such as to make shipment of gold profitable.
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  	CONVERTIBLE BONDS

Bonds that at the option of the holder are convertible into other securities of the corporation. Such bonds are usually convertible at a certain price or share ratio into preferred or common stock.
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  	CONVERTIBLE PAPER MONEY

Paper money that according to its terms may be redeemed at par in gold or lawful money.
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  	CONVERTIBLE PREFERRED STOCK 

Preferred stock that the holder may exchange at his or her option for common stock at the stipulated conversion price or share exchange ratio.
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  	CONVEYANCE

In law, denotes a transfer, assignment, lease, settlement, or covenant to surrender made by a deed, mortgage, or sale; the deed by which real estate is conveyed from the seller to the buyer.
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  	COOPERATIVE

A form of property ownership whereby a structure is owned by a corporation whose stockholders are entitled to lease a specific unit in the building, the property being owned by a corporation or trust with individual owners holding stock in the corporation or an interest in the trust; a form of business ownership in which the users of the services of the business are its owner.
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  	COOPERATIVE AGENCIES FOR CREDIT INFORMATION 

Associations that reciprocate credit information through the credit departments of their members.
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  	COOPERATIVE BANKING

In Massachusetts, a law authorizing the establishment of cooperative savings and loan associations in 1877. In 1883, they became known as cooperative banks.
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  	COOPERATIVES

A form of business enterprise said to date from the establishment in 1944 in England of the Rochdale Society of Equitable Pioneers representing a consumer cooperative; a business enterprise in which the consumers or producer are considered the owners.
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  	CO-OWNERSHIP

An ownership interest in property by more than one person.
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  	COPPER

One of the most important nonferrous metals.
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  	COPPERS

A nickname for U.S. one-cent pieces; an expression used to designate the copper stocks.
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  	COPS

Covered option securities.
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  	COPYRIGHT

An exclusive right granted by the U.S. government under the Copyright Act that permits an author to sell, license, or control his or her works. Rights include the publication, production, and sale of the rights for a literary, dramatic, musical, architectural, or artistic work.
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  	COPs

Covered option securities.
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  	CORE CAPITAL

Tier I capital consisting of the sum of equity capital and disclosed reserves, as adjusted. Bank holding companies may include cumulative perpetual preferred stock in Tier I capital.
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  	CORE DEPOSITS

Customer deposit relationships that are based on convenience, financial service, or loyalty versus interest rate paid; deposits that are not rate sensitive.
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  	CORNER

Control or monopoly over a commodity or security to get control or to dictate price. Technically, a corner occurs on a stock exchange when shorts cannot borrow
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  	stock. Those who have a corner can dominate the situation and dictate the price and terms to their victims.
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  	CORPORATE AGENT

A person or firm empowered to act for another. Banks serve as corporate agents for a fee in various capacities for corporations, state and local governments, municipals, and persons, including stock transferagents, stockregistrars, coupon and bond paying agents, dividends disbursing agents, fiscal agents, and others.
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  	CORPORATE BANKING

Banking activities relating to large corporate credit, leasing, operating services (cash management, mortgage servicing, corporate trust, custodial, securities processing, and others), and international trade finance.
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  	CORPORATE BOND FUND 

A mutual fund that seeks a high level of income by purchasing bonds of corporations for the majority of the fund's portfolio.
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  	CORPORATE FINANCE DESK

A part of an investment bank that routinely handles corporate issuances.
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  	CORPORATE TRUSTS

Trust services performed almost exclusively for corporations.
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  	CORPORATE RECORDS

Those records of a corporation required by incorporation laws and pertaining to its corporate character, e.g., certificate of incorporation, bylaws, book of minutes of the board of directors, stock book, stock transfer book, and others.
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  	CORPORATE RESTRUCTURE

A form of corporate reorganization or deconglomoration involving either asset restructuring or financial restructuring (change in liabilities and/ equities), usually outside the judicial system.
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  	CORPORATION 

A form of business organization created by law that possesses limited liability, separatability of investor and managerial motivations, divisibility and transferability of ownership, separate legal existence of the corporation as an entity apart from its owners, creditors, and agents.
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  	CORPORATION FINANCE

A division of finance that deals with the promotion, organization, capitalization, financing, reorganization, and financial conduct of business corporations.
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  	CORPORATION PAPER 

Notes, acceptances, and bills of exchange issued by corporations.
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  	CORPUS

The principal or body of a probate estate of a decedent that passes to heirs under a will or the law of intestacy.
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  	CORRELATION

The relationship between two or more sets of variables, the more closely two (or more) series are related, the higher the degree of correlation.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CORRELATION COEFFICIENT

A measure of the population linear association between x and y.
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  	CORRESPONDENT BANK

A bank having direct connection or friendly service relations with another bank.
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  	CO-SIGNER

A person who signs for a loan and assumes equal liability for it along with another person.
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  	COST 

The sacrifice incurred in economic activities-that which is given up or forgone to consume, save, exchange, produce, and so forth; an expenditure made to obtain an economic benefit, usually resources that can produce revenue; a sacrifices to acquire a good or service.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	COST ACCOUNTING 

A branch of accounting that related to the accumulation and development of data relating to product cost, unit and departmental costs, and similar categories.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	COST AND FREIGHT

A term used to signify that the price quoted includes the cost of the merchandise and the freight to the point of destination, but does not include insurance.
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  	COST BEHAVIOR 

A reference to how costs react to changes in activity (volume) within a relevant range.
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  	COST DRIVER

A measure of business or production activity, such as direct labor cost, machine-hours, or miles driven, that causes changes in the overhead cost; also called activity base or measure.
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  	COST, INSURANCE, AND FREIGHT

A term used to signify that the price quoted includes the cost of the merchandise, the freight to the point of destination, and insurance to point of destination.
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  	COST OF CAPITAL

The cost of funds invested in an enterprise; the expected rate of return required by investors; the weighted average of the cost of each type of debt and equity capital. The weight for each type of capital is the ratio of the market value of the securities representing that particular source of capital to the market value of all securities issued by the company.
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  	COST OF GOODS SOLD

The expense incurred for merchandise sold during a particular period.
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  	COST OF LIVING INDEX

The concept of the consumer price index (CPI), prepared by the Bureau of Labor Statistics of the Department of Labor.
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  	COST-PLUS PRICING

A pricing policy that adds a predetermined markup to an established or known average cost.
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  	COST PRINCIPLE

An accounting principle that requires that assets, liabilities, owners' equity, and other elements of accounting be initially recorded in the accounting system at the time of exchange and at the price agreed
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  	upon by the parties to the exchange. The cost principle is also referred to as the historical or acquisition cost principle.
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  	COST-PUSH INFLATION 

A form of inflation associated with increases in the cost of production that push up the prices of final goods and services, a key cost element being wages. Monopoly control over key resource inputs can have the same effect.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	COTTON FUTURES

Contracts for future delivery of cotton, traded in on organized commodity exchanges; an agreement, enforceable at law and under the rules of the exchange, to deliver or to accept a definite quantity of cotton during a specified calendar month at a stated price.
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  	COTTON FUTURES ACT

Legislation having the purpose of standardizing the practice in trading in cotton futures, and to correct abuses that existed by compelling adoption of uniform standards and grades as determined by the Department of Agriculture.
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  	COUNCIL

A group or assembly coming together for consultation, deliberation, or advice.
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  	COUNSEL

The act of deliberation or advisement concerning the means to an end or to conduct or judgment.
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  	COURGs

Certificates of government receipts.
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  	COULISSE

One of the markets for securities on the Paris Bourse.
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  	COUNCIL OF ECONOMIC ADVISERS

An agency within the Executive Office of the President that analyzes the national economy and its various segments, advises the President on economic developments, appraises the economic programs and policies of the federal government, recommends policies for economic growth and stability, and assists in the preparation of the annual Economic Report of the President to Congress.
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  	COUNTER CASH

That part of the money stock of a bank that is entrusted to the paying teller.
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  	COUNTERCHECK

A special form of check, so marked, available to the depositors at the desks in the lobby of a bank for convenience in case the a depositor's checks are not available.
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  	COUNTERCLAIM 

To make a claim in order to counter the claim of another party.
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  	COUNTERFEIT 

Fraudulent, forged, spurious, bogus, or imitation money (can include checks and bonds); money manufactured in imitation of genuine money.
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  	COUNTER ITEM

Any item accepted or originated at a bank teller's window or counter.
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  	COUNTEROFFER

Under the law of contract, an alternative offer by an offeree to the offeror.
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  	COUNTER SIGNATURE

A signature denoting approval or vouching for another signature.
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  	COUNTRY BANKS

A Federal Reserve System designation of member banks located in a undesignated reserve cities.
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  	COUNTRY CHECKS

Out-of-town or transit checks; also checks drawn on banks not located in a city where a Federal Reserve Bank or branch is established.
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  	COUNTRY RISK

The risk that most or all economic agents in a particular country will for some common reason become unable or unwilling to fulfill international financial obligations. Country risk include those arising from social, political, or economic changes in a foreign country to which domestic banks extend loans that can lead to repudiation of the debt, delayed payments, or control of funds.
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  	COUPON 

A part of a bond that denotes the amount of interest due, and on what date and where the payment is to be made.
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  	COUPON BONDS

Negotiable bonds not registered in the name of the owner, as distinguished from registered bonds. Coupon bonds are payable to bearer, title passing by delivery without endorsement. Interest upon coupon bonds is received by clipping the attached coupons as they mature and presenting them for payment to the issuer or the issuer's fiscal agent.
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  	COUPON COLLECTION DEPARTMENT

A division of the collection department in large banks or trust companies to receive coupons from individual customers and bank correspondents for presentation to and collection form the various designated paying agents.
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  	COUPON COLLECTION TELLER

A bank teller who manages the collection of matured coupons deposited on a collection or credit basis by depositors and correspondents.
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  	COUPON ISSUES

Treasury's two-, three-, four-, five-, seven-, and ten-year notes.
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  	COUPON LEDGER 

The ledger in which a bank or trust company, acting as coupon-paying agent, records the receipts of funds with which to pay coupons, disbursements for their redemption when presented for payment, and the number of coupons paid.
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  	COUPON PAYING DEPARTMENT

A department of a bank or trust company located in a financial center that, because of its facilities, is appointed paying agent by various debtor organizations for the specific purpose of paying matured coupons and bonds.
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  	COUPON PAYMENTS ACCOUNT

A general ledger account that represents the total coupon checks outstanding.
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  	COUPON PLANS

Credit arrangements whereby either charge-account credit or install-
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  	ment sales credit, depending upon whether the borrower owes the total value of the coupons or script issued by the creditor at the outset or as used, with replenishment on repayment for amount used; script credit plan.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	COUPON RATE 

The stated interest rate that the borrower promises to pay.
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  	COUPONS

Certificates attached to a coupon bond that represent sums of interest due at stated maturities which the bond promises to pay. Coupons are negotiable instruments that state that the debtor organization (issuer and obligor) through its paying agent, usually a bank or trust company, will pay to the bearer at maturity a certain sum of money representing interest due for a stated period upon the bond of a specified issue.
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  	COUPON STRIPPING

The process of producing single-payment (zero-coupon instruments) from existing conventional bonds.
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  	COUPON TELLER

A bank teller who manages the redemption of matured coupons when presented for payment.
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  	COUNTERPARTY

The other or opposite party to a contract.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	COURT

A body of government to which the administration of justice is delegated. Courts are composed of one or more judges, who sit at fixed times and places, attended by officers (including attorneys, counsels, clerks, and ministerial officers), pursuant to lawful authority, for the administration of justice.
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  	COURT OF APPEALS

A court estalished to provide an avenue for appealing the decision of a lower court.
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  	COURT OF CLAIMS

A court established to provide a means to determine the validity of certain claims against the United States.
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  	COURT TRUST

Trusts in which the trustee acts under the appointment or order of a court.
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  	COVENANTS

Agreements or stipulations, express or implied, in contracts, deeds, leases, mortgages, etc., e.g., that the mortgagor will pay the indebtedness, that the mortgagor will keep the buildings on the premises insured against loss by fire for the benefit of the mortgagee, that the whole of the principal sum shall become due after default in the payment of any installment of principal.
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  	COVER

Signifies the purchase of stocks by short sellers to complete their contracts; a term used instead of security; the contingencies or risks outlined in an insurance policy for which the insurance company is liable; purchasing a financial instrument to offset a short position.
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  	COVERAGE

In financial statement analysis, the ratio by which assets cover specific liabilities; in income account analysis, the ratios by which earnings cover charges or dividend requirements.
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  	COVETOUS

Wrongfully desirous or possessive; greedy, avaricious.
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  	COX-ROSS-RUBINSTEIN OPTIONS PRICING MODEL

An option-pricing logarithm that can be adopted to include effects not included in the Black-Scholes model.
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  	CRAM-DOWN RULES

Rules in bankruptcy proceedings that allow the court to confirm a reorganization plan even when an impaired class of creditors has not accepted it. The court may confirm if the plan treats the class in a ''fair and equitable" manner.
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  	CREATIVE ACCOUNTING 

A reference to the manipulation of accounting records or settlements associated with the use of a principle, policy, or procedures under dubious circumstances, not necessarily illegal.
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  	CREDIBILITY 

Relevance, believability associated with the interaction of parties, documents, or evidence.
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  	CREDIT

Derived from the Latin word credo, meaning "I believe," and usually defined as the ability buy with a promise to pay, or the ability to obtain title to and receive goods for enjoyment in the present although payment is deferred to a future date; the transfer and delivery of goods and services in exchange for a promise to pay in the future; in accounting, a reference to a favorable balance in a customers or client's account; the right side of an account; "The right granted by a creditor to an applicant to defer payment of a debt, incur debt and defer its payment, or purchase property or services and defer payment therefor." Regulation B, 12 CFR 202.2 (j)
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  	CREDIT BALANCE

The excess of credits over debits in an account.
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  	CREDIT BANKS

Sometimes applied to commercial banks, i.e., banking institutions that primarily extend credit to borrowing customers in the form of direct loans or discounts.
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  	CREDITCARD 

"Any card, plate, coupon book, or other single credit device that may be used from time to time to obtain money, property, or services on credit." Regulation B, 12 CFR 202.2 (k); a card establishing the privilege of the person to whom it is issued to charge bills and where the debt is typically unsecured debt. The issuing institution establishes the credit terms, including the interest rate, annual fees, penalties, the grace period, and other features.
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  	CREDIT CARD FRAUD ACT OF 1984

Legislation which establishes substantial federal penalties or fines and imprisonment for engaging in intentionally fraudulent transactions with credit cards and other access devices.
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  	CREDIT CLEARINGHOUSE

Applied to credit interchange bureaus, the purpose of which is exchange of credit information among its members.
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  	CREDIT COMMITTEE

A major committee of a bank, thrift, or credit union responsible for the approval and supervision of loans made in accordance with federal and state laws.
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  	CREDIT CONTROL

Quantitative and qualitative control exercised by the monetary authorities over the value and nature of credit and over interest rates. Quantitative control is effective on volume and distribution of excess reserves of the banking system and on levels of interest rates. Qualitative controls in the U.S. generally have not been favored because of the difficulties of administration and the existence of money markets for effective quantitative controls.
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  	CREDIT CONVERSION FACTOR

A percentage amount applied to the full face value of off-balance-sheet activities other than interest or foreign exchange rate contracts to determine a credit equivalent amount.
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  	CREDIT CREATION

A reference to the impact of an increase in cash deposits or reserves has on a bank's ability to make new loans.
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  	CREDIT CRUNCH

Tightness of credit; inability of creditworthy borrowers to obtain adequate credit from banks and thrifts or from banks and thrifts unwillingness to work constructively with borrowers experiencing financial difficulties, consistent with safe and sound banking practices.
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  	CREDIT CURRENCY

Redeemable paper money that the government promises to pay, but for which there is not a full specie reserve.
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  	CREDIT DEPARTMENT

The department of a company through which all credit orderseg., orders for current delivery, but with payment postponed-are passed for acceptance or rejection.
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  	CREDIT EQUIVALENT AMOUNT

The deemed actual credit exposure arising from an off-balance-sheet activity. A credit conversion factor is applied to the full face value of the activity. A risk weight is then applied to the credit equivalent amount to calculate the risk-weighted value for the activity.
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  	CREDIT FILES 

The department of a bank or other business in which credit information is recorded, classified, filed, and stored.
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  	CREDIT INFORMATION SOURCES

Sources of credit information that can provide accurate credit information and eliminate unnecessary credit risks. The sources open to a bank differ depending upon whether the subject of inquiry is a local, out-of-town, or foreign name.
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  	CREDIT INSTRUMENTS

Paper or documents, other than money supported by specie, that evidence current or long-term debt. Credit instruments include checks of all kinds, certificates of deposit, drafts, bills of exchange, notes, acceptances, money orders, letter of credit, bonds, certificates of indebtedness bond coupons, and many others. From a legal standpoint, credit instruments are divided into two classes-promises to pay and orders to pay.
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  	CREDIT INSURANCE

Insurance provided against abnormal losses from bad debts arising from the sale of goods or services on credit.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CREDITINTERCHANGE BUREAUS

Bureaus that engage in the business of supplying credit information on a cooperative basis.
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  	CREDIT INVESTIGATION 

Assembles accurate and complete information and provides an evaluation of a borrower' credit standing. The process can be summarized as fact gathering, verification, analysis of data, and evaluation.
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  	CREDIT INVESTIGATOR

A representative of a bank, mercantile agency, commercial paper house, or other business whose function it is to procure credit information.
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  	CREDIT MARKET

A market composed of borrowers who obtain money from lenders at a predetermine price, involving households, firms, and governments, frequently facilities by financial institutions that act as intermediaries in the exchange process.
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  	CREDIT MEMO

Document issued by a seller to indicate having credited a customer's account receivable account.
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  	CREDITOR

A person or firm to whom money or its equivalent is due; "A person who, in the ordinary course of business, regularly participates in the decision of whether or not to extend credit, the term including a creditor's assignee, transferee, or subrogee. . a person who in the ordinary course of business, regularly refers applicants or prospective applicants to creditors, or selects or offers to select creditors to whom requests for credit may be made. Regulation B, 12 CFR 202.2 (1)
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  	CREDITOR COUNTRY

A country that has a trade balance in its favor, i.e., whose exports are greater than combined visible and invisible imports.
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  	CREDIT RATING

The evaluation of the credit worthiness of an individual or of a business concern based on relevant factors indicating ability and willingness to pay obligations as well as on net worth. In mercantile or trade credit, various credit information agencies have developed their systems of codes an symbols for credit ratings for easier publication and ratings.
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  	CREDIT RATING AGENCIES

Agencies that investigate, evaluate, and report on the quality of individual, business, and municipal entities, such as Standard & Poor, Moody, Dun and Bradstreet, A. M. Best, and others.
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  	CREDIT RATIONING

Where central bank and commercial bank reserves are low and in turn domestic business working capital is low but demand for bank credit high, the banking system may be obliged to institute rationing of credit as a means of most effective utilization of available reserves.
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  	CREDIT REPORT

A written report that assists the lender decide the credit worthiness of a prospective borrower.
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  	CREDIT RISK

The risk of financial loss from a default on an obligation. The traditional C's of credit management include: capacity, character, capital, collateral, and conditions.
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  	CREDIT SCORING SYSTEM 

A statistical system banks and other credit grantors use to rate credit applicants according to various characteristics that relate to creditworthiness.
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  	CREDIT SCREENING 

Monitoring or testing of credit applications or by means of a self selection mechanism that ranks loan applications into risk classifications.
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  	CREDIT TESTS

In analysis of financial statements, the ratios of credit barometric, that serve as an effective aid in forming judgment on credit risks.
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  	CREDIT TICKET 

A posting medium used in banking and brokerage bookkeeping to secure the positing of a transaction occurring in any department to the credit side of the customers' or general ledger. It carries a complete description of the transaction and is preserved for future reference.
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  	CREDIT TRANSACTION

"Every aspect of an applicant's dealings with a creditor regarding an application for credit or an existing extension of credit (including, but not limited to, information requirements; investigation procedures; standards of creditworthiness; terms of credit; furnishing of credit information; revocation, alteration, or termination of credit; and collection procedures)." Regulation B, 12 CFR 202.2 (m)
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  	CREDIT UNION 

An financial institution organized to make more available to individuals with a common affiliation credit through cooperative credit arrangements, e.g., a state employee credit union; member-owned, democratically governed, nonprofit cooperatives which provide financial services to member-patrons and whose earnings are returned to members.
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  	CREDITWORTHY 

The description of an individual's or a company's ability to pay a debt if incurred.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CREDO 

From the Latin, I believe, as in credit.
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  	CREMATION CERTIFICATE

A certification that retired securities have been destroyed by burning; a statement signed by certain persons (e.g., trustees, committees), selected or appointed, that they have witnessed the total destruction by fire of the therein mentioned securities.
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  	CREMATION OF BONDS

Destruction of bonds that have been redeemed and canceled by fire.
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  	CRIME

A violation of the law having their origin in common law or are created by statute; an act done in violation of prescribed duties which a person owes to the community and for which the law provides that an offender shall make satisfaction to the public, including felonies, misdemeanors, and capital crimes. Many criminal offenses relating to banks are covered in 18 U.S.C., including loans or gratuities to bank examiners, acceptance of loans or gratuities by bank examines, receipt of commissions or gifts for procuring loans, illegal issuance of Federal Reserve notes, circulation of obligations of expired federal corporations, theft by bank examiners, thefts, embezzlements, or misapplication by bank officer or employee, false advertising or misuse of names to indicate federal agency, making extortionate extensions of credit, financing extortionate extensions of credit, collection of extensions of credit by extortionate means, illegal certification of checks, false bank entries, reports, and transactions, false entries, unauthorized issuance of obligations, receipt of benefits, false representation, participation by financial institutions in lotteries, disclosure of information by bank examiners, bank robbery, and others.
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  	CRIME OF '73 

A derisive designation applied to the Coinage Act of 1873, which made no provision for coinage of standard silver dollars although it provided for a trade dollar of 420 grains silver. This led to a subsequent fight by silver mining interests to restore full silver coinage.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CRIMINAL LAW

A system of jurisprudence that deals with illegal conduct and provides penalties for its violation having the basic purpose of preventing harm to the community and public safety, including laws relating to bribery, larceny, robbery, embezzlement, forgery, fraud, federal securities laws, antitrust laws, anti-racketerring laws, and others.
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  	CRITICIZED ASSETS

Assets rated special mention, substandard, doubtful, or loss for which the degree of collectibility is of some level of question.
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  	CROSS-CURRENCY INTEREST RATE SWAP

An exchange of obligations between two
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  	parties. The first party agrees to make payments on an obligation incurred by the counter party, and vice versa. The payments made by each party are in different currencies, and one party's payments are tied to a floating interest rate index while the other party's payments are fixed.
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  	CROSSED CHECKS

A form of check not employed in the United States but used in England. Crossing is of two kinds-general and special. General crossing consists of drawing two parallel or transverse lines across the face of a check without the addition of nay words. The words "and Company" or an abbreviation thereof, with or without the words "not negotiable," may be inserted between the lines but add nothing of significance. If the name of the bank or banker is added in a crossing, however the check is crossed to the banker named, it is known as a special crossing. When a check is crossed, generally the bank on which it is drawn may not pay it to any party other than a bank; when it is crossed specially, to no other than the banker specified in the crossing. The purpose of crossing is to prevent payment to wrongful holders.
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  	CROSS-HEDGE

Hedging a cash market instrument (commodity) with a futures contract whose deliverable instrument is similar but not identical to the cash instrument.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CROSSING TRADES

A transaction between brokers, prohibited by the rules of all securities and commodity exchanges, by which a buying order of one is offset by a selling order of the other for the some unit of the same stock or commodity. Instead of the orders being execute on the exchange, the brokers effect a cross trade between them-selves; the matching of buyers and sellers.
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  	CROSS OF GOLD

A reference to free-coinage of silver dollar at a ratio of 16:1 of gold adopted in the Democratic Party's 1896 Chicago platform.
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  	CROSS RATES

In foreign exchange, the expression of the exchange rate between a foreign currency and the domestic currency determined through comparison of the rates for each in terms of some other foreign currencies.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CROSS-SELLING

The act of selling an additional service to a present customer.
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  	CROWDING OUT

The effect of debt-funded fiscal policy to fail to have an effect on output or spending.
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  	CROWN 

A former silver coin of the United Kingdom equivalent to five shillings.
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  	CROWN JEWELS

A target company's most valuable assets in a takeover, which could be sold to make it less attractive to a raider or to raise cash after a debt-structured corporate raid.
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  	CROWN TRUST

A type of intervivos trust (a living trust), named for the Chicago businessman Henry Crown, which basically serves as an income splitting and therefore tax-saving device in providing for children's education and other needs.
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  	CRUMMY TRUST

A trust created by granting a beneficiary a limited power to withdraw income or principal or both exercisable during a limited period each year and is noncumulative, the withdrawal power being typically limited to the amount excludable from gift tax liability or to the greater of $5,000 or 5 percent of the trust property.
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  	CULTURE

A set of values or attitudes that shape human and corporate behavior.
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  	CUM DIVIDEND 

A term meaning "with the dividend included," as distinguished from an ex dividend. The buyer of a stock cum dividend is entitled to receive the pending dividend.
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  	CUM RIGHTS 

With rights included. The buyer of stock cum rights is entitled to exercise whatever privilege such rights carry.
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  	CUMULATIVE

Increasing by accumulation or by successive additions, as in cumulative preferred stock, dividends, voting.
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  	CUMULATIVE DIVIDENDS

Dividends on cumulative preferred stock that accumulate if not paid regularly or in full, and if earned must be paid in the future before dividends can be paid on common stock.
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  	CUMULATIVE VOTING

A form of corporate voting in which each shareholder has the right to vote the number of shares owned for as many persons as there are directors to be elected, or to cumulative such shares and give one candidate as many votes as the number of directors multiplied by the number of his or her shares shall equal, or to distribute them on the same principle among as many candidates as one shall think fit. The vote is most often made available in elections of directors.
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  	CUPRONICKEL

Any alloy of copper with up to 40% nickel, as used in coins.
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  	CURATOR

A person, bank, or trust company appointed by a court to care for the estate of an incompetent or insane person under the court's direction.
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  	CURB MARKET

A stock market either originally or now carried on in the open street. The purpose of such a market is to furnish a place for centralized exchange trading in securities that are not listed on the larger stock exchanges. In New York City, the exchange formerly known as the New York Curb Exchange is now known as the American Stock Exchange.
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  	CURRENCY

The quality of circulating freely; consequently, any form of money that serves as a medium of exchange and passes from bearer to bearer without endorsement; in banking, paper money; in economics, all media of exchange, including coin. U.S. currency does not include checks, money orders, drafts, and similar items. Common currencies for selected countries are provided here:
	

	

	



		
  	
  	

	

	
  	Currency Name
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  	Australian Dollar
	

	

	


		
  	
  	

	

	
  	Australia
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  	Canadian Dollar
	

	

	


		
  	
  	

	

	
  	Canada
	

	

	



		
  	
  	

	

	
  	Danish Krone
	

	

	


		
  	
  	

	

	
  	Denmark
	

	

	



		
  	
  	

	

	
  	Deutsche Mark
	

	

	


		
  	
  	

	

	
  	Germany
	

	

	



		
  	
  	

	

	
  	Dutch Guilder
	

	

	


		
  	
  	

	

	
  	Netherlands
	

	

	



		
  	
  	

	

	
  	European Currency Unit
	

	

	


		
  	
  	

	

	
  	European Monetary
	

	

	



			
  	
  	

	

	
  	System
	

	

	



		
  	
  	

	

	
  	Finnish Markka
	

	

	


		
  	
  	

	

	
  	Finland
	

	

	



		
  	
  	

	

	
  	French Franc
	

	

	


		
  	
  	

	

	
  	France
	

	

	



		
  	
  	

	

	
  	Hong Kong Dollar
	

	

	


		
  	
  	

	

	
  	Hong Kong
	

	

	



		
  	
  	

	

	
  	Italian Lira
	

	

	


		
  	
  	

	

	
  	Italy
	

	

	



		
  	
  	

	

	
  	New Zealand Dollar
	

	

	


		
  	
  	

	

	
  	New Zealand
	

	

	



		
  	
  	

	

	
  	Norwegian Krone
	

	

	


		
  	
  	

	

	
  	Norway
	

	

	



		
  	
  	

	

	
  	Spanish Peseta
	

	

	


		
  	
  	

	

	
  	Spain
	

	

	



		
  	
  	

	

	
  	Sterling
	

	

	


		
  	
  	

	

	
  	United Kingdom
	

	

	



		
  	
  	

	

	
  	Swiss Franc
	

	

	


		
  	
  	

	

	
  	Switzerland
	

	

	



		
  	
  	

	

	
  	U.S. Dollar
	

	

	


		
  	
  	

	

	
  	United States
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  	Japan
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  	CURRENCY BASKET

A bundle of units of national currencies traded in international markets created by commercial banks, investment bankers, and monetary authorities, such as special drawing rights (SDRs).
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  	CURRENCY BONDS

Bonds, the principal and interest on which are by their terms payable in lawful money.
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  	CURRENCY DESIGNS

The designs that appear upon various kinds and denominations of coins and paper money, each of which is distinctive and intended to serve as a means of ready recognition, and to render counterfeiting difficult.
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  	CURRENCY FUTURE CONTRACT

A contract in which the buyer of a currency futures contract (a "long") agrees to pay a dollar price to receive a fixed amount of the other currency on the contract delivery date (if the contract position has not been offset by resale), the buyer profiting if the dollar price of the currency rises after the position is established; the seller of the contract agrees to deliver the other currency on the contract delivery date, the seller profiting if the dollar price of the currency falls after the position is established.
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  	CURRENCY HELD BY THE PUBLIC 

A technical Treasury term referring to the total amount of currency and coins except those held by the Federal Reserve, Treasury, and depository institutions.
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  	CURRENCY IN CIRCULATION 

A technical Treasury term referring to the total amount of currency and coins outside of the treasury and the Federal Reserve System.
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  	CURRENCY RISK

The risk of financial loss from an adverse foreign exchange rate movement.
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  	CURRENCY SHIPMENTS

One of the functions of Federal Reserve and large city banks to supply member or correspondent banks with suitable kinds and denominations of metallic and a paper money. Currency shipments may be classified as paper money, coins, and orders for the transfer of money.
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  	CURRENCY SWAP

A transactions in which two counterparties exchange specific amounts of two different currencies at the outset and repay over time according to a predetermined rule that reflects interest payments and possibly amortization of principal. The payment flows in currency swaps are generally like those of spot and forward currency transactions.
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  	CURRENCY WARRANTS

Detachable options included in securities issues giving the holder the right to purchase from the issuer additional securities denominated in a currency different from that of the original issue.
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  	CURRENT ACCOUNT

Open, continuing, and running account; also, specifically, that account in the U.S. International Transactions Accounts that includes trade in goods and services plus remittances, pensions, and other unilateral transfers.
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  	CURRENT ACCOUNT BALANCE

The net of merchandise trade (exports and imports), income on investments, rents, royalties, shipping, banking, insurance, and tourism.
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  	CURRENT ASSETS

Economic resources of an entity that are in the form of cash and those that are reasonably expected to be sold, consumed, or converted into cash during the normal operating cycle of the business or within one year if the operating cycle is shorter than one year. The excess of current assets over current liabilities is referred to as working capital.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CURRENTCOST 

The amount of cash or equivalent that would be required on a specific to obtain the same item with equivalent productive or investment capacity.
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  	CURRENT COUPON

Interest rate for mortgage-backed securities, generally about fifty basis points less than the most widely quoted interest rate for fixed rate mortgages.
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  	CURRENT DELIVERY 

In commodity futures trading, a distant delivery becomes a current delivery on the first delivery day of the designated futures month. The seller must
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  	give prior notice of intention to deliver. Rather than take delivery, traders or speculators prefer to sell the maturing futures contracts, as they are not interested in buying the spot commodity.
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  	CURRENT EXPOSURE METHOD 

The method prescribed in the Basle Agreement to calculate the credit equivalent amount on foreign exchange and interest rate contracts. It involves calculation of the current credit exposure and the potential future credit exposure. The sum of these is the replacement cost, which is taken to be the credit equivalent amount. A risk weight is then applied to this amount.
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  	CURRENT LIABILITIES

An obligation that must be discharged within the normal operating cycle of the business or within one year, whichever is longer. Current liabilities are normally expected to be paid using existing resources properly classified as current assets or by creating other current liabilities.
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  	CURRENT MARKET VALUE

The current value of asset(s) or portfolio(s) as reflected by the amount of cash that could be obtained on a specific date by selling the asset or portfolio, in its present condition, in an orderly liquidation.
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  	CURRENT RATIO 

A measure that expresses the relationship of current assets to current liabilities by dividing current assets by current liabilities; a financial statement ratio that measures the liquidity of a business or other enterprise.
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  	CURRENT YIELD

Annual interest (or dividends) divided by the current market price of a bond (stock).
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  	CURTESY 

A life estate that was given at the common law to a husband in the lands his deceased wife was seized of during their marriage.
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  	CUSHION 

A margin of safety capable of absorbing shock.
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  	CUSIP

The Committee on Uniform Security Identification procedures which was established under the auspices of the American Bankers Association to develop a uniform method of identifying municipal, U.S. government, and corporate securities.
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  	CUSTODIAN 

An entity that holds in safekeeping the securities and other assets owned by a fund or other entity.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CUSTODIANSHIPS

The safekeeping and accounting for, under instructions, of valuable and usually income-bearing personal property. Custodianship accounts are also know as safekeeping, agency, and financial secretary accounts.
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  	CUSTODY ACCOUNT

An account in which securities or other assets are held by a bank under a safekeeping arrangement with, and on behalf of, a customer.
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  	CUSTOM 

A tariff or duty imposed by law on imported goods.
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  	CUSTOM DUTY

The tax levied and collected by customs officials in accordance with the tariff laws upon imports.
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  	CUSTOMER

A person, including a bank, having an account with a bank or from whom a bank has agreed to receive payment orders; "Any person or authorized representative of that person who utilized or is utilizing any service of a financial institution, or for whom a financial institution is acting or has acted as a fiduciary, in relation to an account maintained in the person's name." Regulation S, 12 CFR 219.2 (e)
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  	CUSTOMER INFORMATION FILE

A central information file containing detailed information about a bank's customers.
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  	CUSTOMER PROFITABILITY ANALYSIS

A management technique for improving overall bank profitability by enhancing the lending function, involving a bank's dealing with customer relationships, a customer's profit contribution, and other forms of analysis.
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  	CUSTOMER PROTECTION RULE

Federal regulations that govern custody and segregation of customer funds and securities.
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  	CUSTOMERS' LIABILITY

An account appearing in a bank general ledger or financial statement as an offset to outstanding letters of credit guaranteed but not paid. This account is an asset arising from the fact that recourse may be had against customers who fail to fulfill the obligations which they guarantee to fulfill when letters of credit are issued to them.
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  	CUSTOMS SERVICE

Regional offices of the U.S. Customs Service authorized to collect duties on goods, wares, and merchandise imports imposed by Congress.
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  	CUTOFF

A date or point in a cycle on which transactions or activities are terminated in order to establish proof or a new starting point for subsequent processing or accounting.
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  	CYCLICAL

Recurring period of time or events.
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  	CYCLICAL STOCKS

Stocks of corporations whose earnings fluctuate with the business cycle. Such companies have relatively low earnings per share during recessions and sharply increasing earnings per share during the recovery phase of the business cycle. Cyclical stocks include basic manufacturing industries.
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  	CYCLICAL VARIATIONS

Economic patterns repeated over periods of varying lengths, usually longer than year.
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  	CYPRES DOCTRINE

From the Normal French words meaning "near to it." A doctrine ap-
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  	plied to charitable trusts which for one reason or another cannot be carried out in exact accordance with the terms of the trust agreement. In such cases the courts may apply the cy pres doctrine, recognized in the common law, and direct that the trust be used in such a way as will most early carry out the original design of the donor. The doctrine is based on the he principle that the state is ultimately the protector of all objects of charity.
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  	D
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  	DAILY ADJUSTABLE TAX-EXEMPT SECURITIES

Long-maturity, tax exempt bonds with coupon rate adjusted daily, the investor having the right to sell the bond back to the issuer.
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  	DAILY INTEREST

Interest computed as earned from date of deposit to date of withdrawal or other date, such as monthly, quarterly, or semiannually. A monetary award that may be recovered in the courts by a person who has suffered loss, injury, or detriment to his or her person, rights, or property as a result of another's acts or omissions. Damages may be nominal, punitive, or compensatory.
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  	DARTS

Dutch auction rate transferable securities.
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  	DARWINIAN BANKING

An analogy of banking to evolution and its survival of the fittest thesis during and after the period of banking deregulation.
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  	DATA

Factual information in a numerical form, such as a series representing the annual rate of inflation.
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  	DATA FILE

Any file created within an application; a word-processing document, spreadsheet, database, or chart; a document.
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  	DATA PROCESSING

The electronic gathering, manipulation, and transmission of information.
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  	DATA PROCESSING SERVICE CENTER

An organization that provides data processing functions for other organizations.
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  	DATASECURITY

The protection of data against unwarranted access, physical alteration, or destruction.
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  	DATE

The indicated day, month, and year on which an instrument is drawn.
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  	DATED DATE 

Issue date; the date of a bond issue from which the bondholder is entitled to receive interest.
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  	DATE OF PAYMENT

Date on which payment of shareholder dividends is made.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	DATE OF RECORD 

Date on which ownership of shares is recognized in terms of who will receive dividends or be eligible to vote shares in an election.
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  	DATE OF SETTLEMENT 

The date on which the documents creating the security interest in real property between the borrower and lender, become effective, except that in the conversion of a construction loan to a permanent security interest in real property to finance purchase by a first user, date of settlement shall be the date on which title is transferred between the seller and the buyer not subject to revocation by seller or buyer.
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  	DAYLIGHT TRADING

Transactions for the purchase of a security balanced by transactions for the sale of such security within the course of a single trading session; short sales effected and covered on the same day.
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  	DAY LOANS 

Loans made to stock exchange brokers without security but only for a day as a means of getting around over certification, which is unlawful.
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  	DAY ORDER

An order good for the day only; an order placed with a broker for execution on the day it is given, after which it is automatically canceled.
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  	DAYS OF GRACE

A privilege to defer payment of a note, acceptance, draft, or other time instrument after the indicated maturity for a number of days.
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  	DAY-TO-DAY LOAN

The English equivalent of a call loan.
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  	DAY TRADE

A trade in a security or financial instrument that occurs during the same trading session.
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  	DEAL

An expression used in finance to indicate a transaction that involves a change in ownership.
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  	DEALER

In securities transactions, the person who has the legal status of a principal in relations with his customers, as contrasted with the broker's role or agent.
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  	DEALER ACTIVITY

Operations within an institution responsible for trading.
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  	DEALER RESERVE ACCOUNT

An account that arises when a merchant or dealer, such as a home improvement contractor, auto dealer, or mobile home dealer, enters into an arrangement with the reporting institution to furnish the dealer with financing or installment loans by selling the loans to the reporting institution at discount.
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  	DEAR MONEY

Money obtainable only at high interest rates.
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  	DEBASEMENT 

Reduction in the purity of the metal forming the coinage of a country from its original or standard fineness.
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  	DEBENTURE

A class term for all forms of unsecured, long-term debt, whether for corporate or civil obligations, although it is
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  	usually applied to a certificate of debt issued by a corporation.
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  	DEBENTURE BONDS

Bonds without any security other than the general assets and credit of the issuer.
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  	DEBENTURE INCOMEBONDS

Income bonds not secured by a mortgage or other specific pledge of assets.
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  	DEBIT

In accounting, refers to the left side of a T-account. Assets and expense accounts normally have debit balances indicating an increase in an asset or an expense.
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  	DEBIT BALANCE

The excess of debits over credits in an account. In a bank account a debit balance occurs when the account is overdrawn. In a brokerage account, a debit balance indicates the net amount due to the broker from the customer.
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  	DEBIT CARD

A card used to directly access the cash in a holder's account or credit line. Debit cards are used as automated teller machine access cards and as point-of-sale cards to make purchase transactions with automatic debiting to the customer's account.
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  	DEBT CONSOLIDATION LOAN

A loan arranged to combine and repay other debts
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  	DEBIT MEMO

A business document issued by a buyer to state that the buyer no longer owes the seller for the amount of returned purchases.
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  	DEBIT SPREAD

A spread in which the value of the option sold exceeds the value of the option purchased.
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  	DEBT

A pecuniary obligation of a debtor; a sum of money one party owes to another as a result of a transaction in which value has passed to the debtor as evidenced by verbal or written contract or agreement.
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  	DEBT AGREEMENT

Contract between borrower and lender containing specific terms under which a loan is made. Debt agreements usually contain covenants (specific agreements or promises) made to the lender that the borrower will perform as specified.
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  	DEBT BURDEN

Onus, impact of, or obligation imposed by nation or public debt, equally applicable to an individual or firm for private debt.
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  	DEBT COVERAGE RATIO

The ratio between net operating income and the debt service on a loan, interpreted to mean that the higher the ratio, the lower the risk to the lender.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	DEBT CRISIS

A reference to a situation when a debtor cannot service the scheduled interest and/or principal payment, thus endangering the financial condition of the lender(s).
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  	DEBT EXPOSURE

Risks to which a borrower is subject to as a result of borrowing.
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  	DEBTFORGIVENESS 

An arrangement whereby a creditor forgives a debtor for contractual obligations.
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  	DEBT LIMIT

Statutory limitation placed on U.S. federal debt.
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  	DEBT INSTRUMENT

A document creating a debt or obligation, such as a note, bond, or mortgage.
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  	DEBTMANAGEMENT

Corporate and government planning and decision making with reference to the structure, sources, and timing of debt-related activities.
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  	DEBT MORATORIUM

A situation involving a declaration by a country when a government is unable or unwilling to service its foreign debt and creditors have not accepted an arrangement to adjust their claims.
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  	DEBTOR

One who owes money or other value, whether on open account or evidenced by a document.
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  	DEBTOR BANK

Indicates a bank that is debtor on net debit balance to a clearinghouse.
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  	DEBTOR IN POSSESSION 

A Chapter 11 bankruptcy case where the debtor corporation keeps control of the business and performs the duties of a trustee.
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  	DEBT RATIO

A ratio of long-term debt to long term debt and equity that measures the investment of bondholders relative to the investment of stockholders; the ratio of total debt to total assets that measures the interest of creditors, not just bondholders, in the assets of the company.
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  	DEBT RESTRUCTURING 

A situation that occurs when a creditor, for reasons related to the debtor's financial difficulties, grants a concession to the debtor that it would not otherwise consider at a point earlier than the scheduled maturity date. The two principal types of debt restructuring are a transfer of assets or equity interest from a debtor to a creditor in full settlement of a debt and a modification of terms; a non judicial form of debt settlement.
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  	DEBT RETIREMENT

The extinguishment of debt before maturity, by such means as defeasance, swaps, settlement, and other means.
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  	DEBT SERVICE

Periodic payments of principal and accrued interest made toward the liquidation of a debt; cash required in a period for interest and principal on outstanding debt.
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  	DEBT TO EQUITY RATIO

A measure of leverage and solvency, computed by dividing total debt to total stockholders' equity.
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  	DECEDENT

A deceased person used in connection with inheritance, estates, and wills. A decedent who has made no will is called an intestate decedent; one who has made a will, a testator.
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  	DECEPTIVE BILL

Counterfeit money designed to deceive someone who routinely handles
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  	money, such as a teller or store clerk, more likely to be printed on copy-produced on paper that is similar to currency paper.
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  	DECIMAL COINAGE 

A coinage system in which the denominations of the principal coins and decimals of the monetary unit and the denominations of all coins and paper money are either the fractional parts or multiples of the unit of value. In the United States, the dollar is the monetary unit, a dime the tenth part, a cent the hundredth part, and a mill the thousandth part, each being one tenth of the previous unit in the series.
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  	DECIMAL CURRENCY

The currency of nations using the decimal coinage.
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  	DECISION MAKING

Problem solving associated with the process of identifying the problem, identifying the alternative solutions, determining which alternative is preferable, and making a decision.
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  	DECLARATION DATE

Date on which the board of directors announces the intention to pay a dividend, the declaration creating a liability for the corporation.
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  	DECLARATION OF DIVIDENDS

Dividends on stock declared by a board of directors of a corporation that determines the amount and date of the disbursement.
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  	DECLAMATORY JUDGMENT

A decision by a judge in civil litigation in favor of either the plaintiff or the defendant based on uncontested facts and an interpretation of the law.
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  	DECREE

A final determination or findings of a Court of Equity, as contrasted with a judgment of a Court of Law.
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  	DEDUCTIBLE CLAUSE

A clause in an insurance contract that describes the terms and conditions of any deductible.
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  	DEED

In general, any instrument signed, sealed, and delivered as the act and deed of its maker; in business, the term usually refers to a written instrument to convey real property. There are two ordinary types of deeds quit-claim and warranty.
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  	DEEDOFASSIGNMENT

A written instrument that appoints an assignee, usually a trust company, to take charge of the affairs of an insolvent business and prescribes the powers and duties of such assignee.
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  	DEED OF TRUST

An indenture or mortgage indenture; a written or printed instrument (mortgage) in which the title to the described property is conveyed to a trustee, personal or corporate, who holds the property in trust for and on behalf of others, usually holders of bonds secured by the mortgage.
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  	DEEP DISCOUNT BOND

Zero-interest debenture bonds sold at a discount that provides the buyer's total interest payoff at maturity.
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  	DEEP POCKETS

A reference to firms that have large amounts of funds or insurance that can be looked to for relief when a company or individual sues another company for which the firms have performed services related to the suit, such as auditing.
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  	DEFACEDCOINS

Metallic coins that have been mutilated by clipping, sweating, cutting, punching, or otherwise. Ordinary wear and tear or abrasion is not defacement.
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  	DE FACTO

In fact or in reality.
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  	DE FACTO CORPORATIONS

A de facto corporation is one that have been formed in fact but has not been formed properly under the law.
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  	DEFALCATION

The fraudulent appropriation or abstraction of money or property entrusted to a person by reason of his employment, or held in a fiduciary capacity by such person; usually applied to public officials or officers of corporations.
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  	DEFAMATION

An attack on the reputation of a person that is false and intended to expose another to public contempt, hatred, or derision.
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  	DEFAULT 

Failure to perform an engagement, contract, or to meet an obligation, particularly applying to the failure to pay a bond or note at maturity or the interest due thereon at the stipulated interest date-default in payment of the principal or interest on mortgage bonds, or in setting aside sinking fund installments, gives the bondholders rights and recourse under the terms of the mortgage indenture, such as rights to accelerate maturity and to institute foreclosure proceedings.
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  	DEFAULT RISK

The possibility that a borrower will be unable to repay a loan.
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  	DEFEASEABLE FEE 

A fee simple interest in land that can be terminated on the happening of a specific event.
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  	DEFEASANCE 

A clause in a mortgage that defeats the granting-clause of the mortgage upon compliance by the mortgagor with the covenants in the mortgage; the retirement of debt in substance, but not in fact.
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  	DEFECT 

Lacking an essential element required for completeness.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	DEFENDANT

Person being sued or accused in a court action.
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  	DEFENSIVE-INTERVAL RATIO

A financial statement ratio computed by dividing defensive assets (cash, marketable securities, and net receivables) by a projected daily expenditure from operations.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	DEFERRAL

The accounting process of recognizing a liability resulting from a current cash receipt (or the equivalent) or an asset resulting from a current cash payment (or the equivalent) with deferred recognition of revenues, expenses, gains, or losses-their recognition being deferred until the obligation underlying the liability is partly or wholly
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  	satisfied or until the future economic benefit underlying the asset is partly or wholly used or lost.
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  	DEFERRED ANNUITY

An annuity that does not start to produce rents until two or more periods have passes.
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  	DEFERRED AVAILABILITY ITEMS 

The account appearing in the weekly Federal Reserve Bank statement that indicates the liability offset to uncollected items listed among the assets.
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  	DEFERRED BONDS

Bonds upon which the payment of interest is postponed until some condition with respect to earnings has been fulfilled, or upon which the interest periodically increases to a maximum rate, after which it remains uniform.
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  	DEFERRED CHARGES

In accounting, certain expense outlays actually incurred but that are properly chargeable to operations over a period of years by capitalizing (setting up as an asset).
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  	DEFERRED COST

Deferred charge.
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  	DEFERRED DIVIDENDS 

Dividends on stock that are postponed until a fixed time has elapsed or until a certain event has occurred.
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  	DEFERRED INCOME Income collected but not earned, including by extension to the discount on loans.
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  	DEFERRED INCOME TAX CREDITS

Taxes payable in future periods and that involve future cash payments.
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  	DEFERRED INTEREST

 Interest, the payment of which is postponed; the delay in crediting out-of-town transit checks deposited by customers having accounts with interest-bearing balances for interest purposes for the number of days required to collect them.
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  	DEFERRED PAYMENTS Payments to be made in the future. All credit transactions and time credit instruments involve deferred payments.
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  	DEFERRED PAYMENT INSTRUMENT

Payment-in-kind (PIK) in which the holder receives additional bonds in lieu of cash payments up until the cash-out date, when the investor receives more interest payments from holding more bonds; a deferred-coupon bond that defers interest payments several years into the life of the bond.
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  	DEFERRED REVENUE 

Unearned income or revenues collected in advance. Deferred revenues create a liability because cash has been collected but the related revenue has not been earned by the end of the accounting period.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	DEFERRED TAX ASSET

The amount of deferred tax consequences attributable to temporary differences between taxable income and financial income that will result in net tax deductions in future years that could be recovered by refund of taxes paid in the current or a prior period.
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  	DEFERRED TAX LIABILITY

The amount of deferred tax consequences attributable to existing temporary differences between taxable income and financial income that will result in net taxable amounts in future years.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	DEFICIENCYJUDGMENT A judgment against the mortgagor when the amount obtained at a foreclosure sale is less than the amount due on the mortgage or deed of trust.
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  	DEFICIT

Excess of liabilities over assets; the refers of capital or net worth; a debit balance in the retained earnings account; an excess of expenditures over revenues, budgeted or actual.
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  	DEFICIT FINANCING

Borrowing by a government to cover a shortfall or deficiency in revenues.
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  	DEFICIT SPENDING

An expansionary fiscal policy initiated either by increasing government purchases, decreasing taxes, or both.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	DEFINED BENEFIT PENSION PLAN

A pension plan in which the contributions to the plan are calculated on an actuarial basis to provide a sum sufficient to generate the defined benefits to the pensioner.
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  	DEFINED CONTRIBUTION PENSION PLAN

A pension plan in which the specific contribution to an investment fund over the years, by the employee or the employer or both, of the potential beneficiary are made on some basis other than the expected defined benefit. The formula used in the plan might consider such factors as age, length of service, employer's profits, and compensation level.
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  	DEFINITIVE BOND

A permanent engraved bond given in exchange for a temporary or interim receipt or certificate.
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  	DEFLATE 

The process by which a nominal value is deflated to a real value by dividing the nominal value by the relevant price index.
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  	DELAYED DELIVERY ORDERS

Orders for securities in which there is an agreed time for delivery to the buyer, such as seven days.
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  	DELEGATION

The organizational process of assigning managerial and operational functions to specific individuals or departments.
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  	DELINQUENT

A past due debt, tax, or other obligation.
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  	DELIVERY

The process by which funds and the physical commodity change hands on expiration of a futures contract; in futures trading, delivery is a cash settlement of the difference between the original transaction price and the final price of the index at the termination of the contract, the cash settlement occurring in increments daily until the
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  	termination of the contract, as the contract trading price changes.
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  	DELTA 

A measure of the price-change relationship between an option and the underlying futures.
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  	DEMAGNETIZATION 

To take away from a metal the power of acting as monetary standard, i.e., to strip it of free coinage and full legal tender power; to relegate a coin serving as standard money to serve as token money.
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  	DEMAND BILLS

Sight or presentation bills.
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  	DEMAND CURVE

A curve that indicates the number of units of a good or service that consumers will buy at various prices at a given time; a graphic representation of how the quantity of goods or services that would be bought varies inversely with price.
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  	DEMANDDEPOSITS

Deposits subject to check and which may be withdrawn by the depositor immediately and without notice of intended withdrawal; a time deposit with a maturity period or required notice period of less than 14 days, on which the depository institution does not reserve the right to require at least fourteen days' written notice of intended withdrawal.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	DEMAND DRAFT

A draft that is payable immediately upon presentation to the drawee, also termed a ''sight" or "presentation" draft.
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  	DEMAND LOAN

A loan that is terminable at the option of the borrower or lender, having a fixed rate of interest but with no fixed maturity.
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  	DEMAND-PULL INFLATION

An explanation for inflation that states that increases in demand pull prices upward, thus creating inflationary pressures in the economy.
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  	DEMOGRAPHICS 

Data associated with age, sex, birth, death, income, nationality, religion, race, or other factors that serve as the basis for analysis.
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  	DEMOGRAPHY

The study of populations in relation to the changes brought about by births, deaths, migrations and other factors. Formal demography is concerned with the collection and analysis of data.
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  	DEMURRAGE

Literally, a charge for delivering; a charge made for the loss of time caused by detaining or stopping a freight car on a side track or a vessel at a pier for loading or unloading beyond the specified period permitted by the carrier.
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  	DENOMINATION

A term referring to a situation that occurs when assets and liabilities are denominated in one currency if their amount is fixed in terms of that currency; the face value of a bond, note, coupon, coin, paper money, etc. When applied to stocks, it denotes the number of shares per certificate. Bonds usually bear $1,000 denominations.
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  	DENOMINATIONALLY PORTRAITS

The portraits that appear upon each denomination of the various kinds of U.S. paper money.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	DE NOVO DEPOSITORY INSTITUTION

According to Regulation D, a depository institution that was not engaged in business on July 1, 1979, and is not the successor by merger or consolidation to a depository institution that was engaged in business prior to the date of merger or consolidation.
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  	DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT ACT of 1965

An act that created the Department of Housing and Urban Development.
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  	DEPLETION

The tendency to exhaustion of the assets of an extractive industry, e.g., mining, quarrying, oil, forestry and others.
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  	DEPOSIT

The unpaid balance of money or its equivalent received or held by a depository institution in the usual course of business and for which it has given or is obligated to give credit, either conditionally or unconditionally, to an account, including interest credited, or which is evidenced by an instrument on which the depository institution is primarily liable; money received or held by a depository institution or the credit given for money or its equivalent received or held by a depository institution in the usual course of business; an outstanding draft, cashier's check, money order, or officer's check drawn on the depository institution and issued in the usual course of business for any purpose, including payment for services, dividends, or purchases; any due bill or other liability or undertaking on the part of a depository institution to sell or deliver securities to, or purchase securities for the account of any customer, involving either the receipt of funds by the depository institution, or a debit to an account of the customer before the securities are delivered. A deposit arises thereafter, if after three business days from the date of issuance of the obligation, the depository institution does not fully collateralize its obligation with securities similar to the securities purchased; any liability of a depository institution's affiliate that is not a depository institution, on any promissory note, acknowledgment of advance, due bill, or similar obligation, with a maturity of less than one and one-half years, to the extent that the proceeds are used to supply or to maintain the availability of funds to the depository institutions, except any such obligation that, had it been issued directly by the depository institution, would not constitute a deposit; credit balances; any liability of a depository institution on any promissory note, acknowledgment of advance, banker's acceptance, or similar obligation, including mortgage backed bonds, that is used or undertaken by
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  	a depository institution as a means of obtaining funds, with various exceptions specified.
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  	DEPOSIT BANKING

The part of commercial banking that embraces receiving deposits, paying them out by check, collecting checks on other banks, and remitting on checks forwarded for collection. In addition to these activities in primary deposits, commercial banks create derivative deposits through their expansion of loans and investments.
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  	DEPOSITCURRENCY

Checks and other credit instruments deposited with a bank as the equivalent of cash, e.g., checks, money orders, drafts, matured acceptances, matured coupons, and others.
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  	DEPOSIT IN TRANSIT

A deposit recorded by a company but not yet received and recorded by its bank.
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  	DEPOSITION

The written statement of a witness taken under oath and prior to a trial.
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  	DEPOSIT LIABILITIES

The aggregate liability of a bank to its depositors represented by its combined demand, time, and other deposits, including certificates of deposit.
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  	DEPOSIT LINE

The average balance to the credit of a depositor's account in a bank over a given period; the average balance of deposits.
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  	DEPOSIT LOAN 

A loan that is created by giving the borrower a credit in a deposit account against which checks may be drawn as required.
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  	DEPOSITOR

One who has a bank account; one who has funds deposited to the credit of an account in a bank.
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  	DEPOSITORY

A place or institution which accepts deposits; under plans of reorganization, escrow agreements, voting trust agreements, and others, a bank or trust company that accepts the deposit of securities and issues certificates of deposit therefor; a bank that is designated and authorized to accept deposits of funds belonging to the federal government or other governmentalities, court funds, trust funds, or funds from other banks with the latter are required by law to maintain as reserves against deposits.
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  	DEPOSITORY BANK

The first bank to which an item is transferred for collection.
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  	DEPOSITORYBONDS 

Bonds originally issued in two series to designated depositories and financial agents of the treasury for the purpose of providing an offset to the cost of handling operations conducted as an otherwise free service to the government, issued in registered form and not transferable.
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  	DEPOSITORY INSTITUTION

A wide range of financial institutions that accept deposits on account, including banks, savings and loans, mutual savings banks, and credit unions; "A commercial bank (including a private bank), a savings bank, a trust company, a savings and loan association, a building and loan association, a homestead association, a cooperative bank, and industrial bank, or a credit union, chartered in the United States and having a principal office located in the United States, additionally, a United States office, including a branch or agency, of a foreign commercial bank." Regulation L, 12 CFR 212.2 (f); "(1) An institution that maintains reservable transaction accounts or nonpersonal time deposits and is an insured bank as defined in Section 3 of the Federal Deposit Insurance Act or a bank that is eligible to apply to become an insured bank under Section 5 of such Act; a savings bank or mutual savings bank as defined in section 3 of the Federal Deposit Insurance Act; an insured credit union as defined in Section 101 of the Federal Credit Union Act or a credit union that is eligible to become an insured credit union under section 201 of such Act; a member as defined in Section 2 of the Federal Home Loan Bank Act; or an insured institution as defined in Section 401 of the National Housing Act or an institution that is eligible to apply to become an insured institution under Section 403 of such Act. (2) A financial institution that is not required to maintain reserves under Regulation D (12 CDR 204) because it is organized solely to do business with other financial institutions, is owned primarily by the financial institutions with which it does business, and does not do business with the general public is not a depository institution." Regulation A, 12 CFR 201.1 (a)
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  	DEPOSITORY INSTITUTIONS ACT

The Garns-St. Germain Act of 1982 authorizing money market deposit accounts, expanding lending activities for thrifts, abolishing interest rate ceilings, and enlarging the FDIC's powers to assist troubled banks, including the following major provisions: instructed regulatory authorities to provide depository institutions with money fund equivalent powers, eliminated the differences between the rate ceilings different depository institutions could charge; increased loan limit powers to national banks by permitting unsecured lending at 15 percent of capital and surplus monies with collateralized lending authorized at the 25 percent level; granted savings and loans both consumer and commercial lending powers; and gave the FDIC broader failure resolution powers. Source: Federal Reserve.
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  	DEPOSITORY INSTITUTIONS DEREGULATION AND MONETARY CONTROL ACT OF 1980

An act giving the Federal Reserve System increased power over the full range of depository institutions, resolving some of the many problems pertaining to the structure of financial institutions, and giving the Federal Reserve Board of Governors tighter control over monetary policy, including the following major provisions: abolished Regulation Qceilings in a six-year phaseout plan (1981-1986); allowed all depository institutions to offer interest-bearing checking accounts; mandated that all the depository institutions have access to the Federal Reserve System and its services including the discount window and required that services of the Federal Reserve be offered on a cost basis; broadened the reserve requirements to include all federally insured depository institutions; eliminated state usury laws on residential mortgages, business, and agriculture loans, but limited to a cap of 5 percent above the discount rate and increased federal deposit insurance coverage to the $100,000 deposit limit (from $40,000). Source: Federal Reserve.
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  	DEPOSITORY INSTITUTIONS DISASTER RELIEF ACT OF 1992 

Public law 102485, providing for depository institutions' assistance for major disaster areas.
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  	DEPOSITORY INSTITUTIONS MANAGEMENT INTERLOCKS ACT 

Title II of the Financial Institutions Regulatory and Interest Rate Control Act of 1978, which prohibits management officials of financial institutions, including directors and trustees of savings banks, from serving in a similar capacity with another financial institution located in the same standard metropolitan statistical area, city, town, or village. Interlocks between a financial institution of more than $1 billion in assets and another institution with more than $500 million in assets are prohibited regardless of geographic location.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	DEPOSITORY ORGANIZATION 

"A depository institution or a depository holding company." Regulation L, 12 CFR 212.2(g)
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  	DEPOSITORY RECEIPTS

Receipts issued by a trust company or other depository evidencing the deposit of foreign securities and facilitating trading in such interests on U.S. stock exchanges; sometimes applied to certificates of deposit issued by protective committees or reorganization committees through a designated depository, usually a trust company.
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  	DEPOSITORY TRUST COMPANY

A company developed by the New York Stock Exchange as a subsidiary in which the exchange now shares ownership with banks and other organizations. The computers operated by the Depository Trust Company expedite delivery and related cash settlements between clearing brokerage firms and institutions in machine book-entry fashion.
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  	DEPOSITRECEIPT A receipt for cash or checks deposited given to the customer by the teller.
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  	DEPOSIT SLIP

A slip upon which the details of a deposit are listed and accompanies the deposit when handed to the receiving teller. The deposit slip is an original entry record. It is the posting medium through which the amount of the relative deposit is credited to the depositor's account in the bank's ledger.
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  	DEPRECIATED CURRENCY

Currency not accepted at its face or par value because of depreciation in exchange value resulting from unsound fiscal policies, unfavorable balance of payments, and lack of confidence; or domestically, because of lack of redemption in standard money or suspension of redemption in standard or lawful money.
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  	DEPRECIATION

The accounting process of allocating in a systematic and rational manner the cost or other basic value of a tangible, long-lived assets or group of asserts, less salvage value, if any, over the estimated useful life of the asset(s); an accounting term to denote the shrinkage in value of an asset due to physical deterioration or wear and tear; obsolescence, passage of time, inadequacy, and action of the elements; the lessening of value as in a currency, piece of art, or other item; a decrease in the domestic currency price of the foreign currency.
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  	DEPRESSION

A period during which business and the economy remain at a low level of activity, reflecting low prices, production, employment, credit, spending, capital investing, interest rates, and economic growth.
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  	DEPRIVATION

The process where property owners are faced with losses of assets, including eminent domain, property damage, infringement, squeeze-out transaction, and breach of contract.
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  	DEREGULATION

The process of removing regulations, regulatory agencies, and/or other interferences with market forces.
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  	DERIVATIVES

Financial instruments that derive their value from the performance of assets, interest, currency exchange rates, or indexes; a security whose value depends in some way upon the values of other more basic underlying securities, e.g., futures on the long Treasury bond and the call option on a stock.
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  	DETACHABLE WARRANTS

Warrants associated with bonds and stocks that can be separated, traded, and exercised separately.
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  	DEVALUATION

An official reduction in the value of a nation's currency.
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  	DEVELOPMENTBANK

Government assisted banks that act as financial intermediaries when credit is not available through normal channels, such as the World Bank, the Asian Bank, the African Bank, and many others.
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  	DEVELOPMENT BONDS

Industrial development bonds or industrial revenue loans.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	DEVELOPMENT STAGE COMPANY

An enterprise in which all efforts are devoted to establishing a new business and either of the following is present: principal operations have not begun, or principal operations have begun but revenue produced is insignificant. Activities of a development state enterprise frequently include financial planning, raising capital, research and development, personnel recruiting and training, and market development.
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  	DEVISE

To transfer real property by a will.
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  	DIFFERENCE

The sum by which a teller is out of balance when settlement is made, e.g., over or short.
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  	DIFFERENTIAL

The discounts (premiums) allowed for grades or locations of a commodity lower (higher) than the par or basis grade or location specified in the futures contract,
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  	DILUTION

A decrease as in earnings per share resulting from the existence of common stock equivalents associated with the computation.
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  	DIME

The U.S. ten-cent piece.
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  	DIMINISHINGRETURNS

The economic principle that successive additions of variable factors of production to a fixed factor of production will eventually result in declining marginal returns, even though output is still increasing
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  	DIRECT COST

Outlays that can be traced to a particular product, service, department, or activity.
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  	DIRECT DEBIT 

A direct debit point-of-sale transaction in which funds are transferred directly from the customer's account to the merchant's account for the amount of the customer's transaction.
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  	DIRECT DEPOSIT

An arrangement whereby the recipient of a periodic payment authorizes the paying company or agency to send the payment directly to his or her account at a depository institution. Such deposits may be accomplished electronically without preparing separate checks.
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  	DIRECT DISTRIBUTION PROGRAM

An investment program that provides followthrough tax consequences to investors, e.g., certain real estate, oil and gas, and agriculture programs.
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  	DIRECTEXCHANGERATE

An exchange rate that reflects the number of local currency units required to acquire one foreign currency unit.
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  	DIRECT HOLDINGS 

Direct investments in voting stock of one or more investee companies.
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  	DIRECTING

A management function that involves guiding and supervising subordinates to achieve goals and objectives of the enterprise, accomplished primarily with motivation and leadership.
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  	DIRECT INVESTMENT

Equity investment by an institution in ventures such as real estate development and business, versus traditional debt investment, in which an institution gains ownership interest in the venture rather than loaning money to finance it.
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  	DIRECTLY INCURRED COSTS 

Costs incurred solely and necessarily as a consequence of searching, or reproducing, or transporting books, papers, records, or other data, in order to comply with legal process, or a formal written request, or a customer's authorization to produce a customer's financial records.
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  	DIRECT LOANS

Loans made through industrial banks, sales finance companies, personal loan companies and others to individual owners of automobiles, boats, and other products secured by liens thereon, and usually with insurance against various hazards.
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  	DIRECTOR

A member of the board of directors that has the overall responsibility for a company, being either an outside or inside director.
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  	DIRECTORATE 

The board of directors of a corporation.
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  	DIRECTOR OF A MEMBER BANK

Any director of a member bank, whether or not receiving compensation; any director of a bank holding company of which the member bank is a subsidiary; any director of any other subsidiary of that bank holding company.
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  	DIRECTORS

The persons in whom the management of a corporation rests.
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  	DIRECTORS' AND OFFICERS' INSURANCE

Insurance coverage purchased by institutions, that protects directors and officers against personal liability for losses incurred by the institution due to an individual's negligent performance as an officer or director.
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  	DIRECTORS' EXAMINATION

Inquiries conducted by or on behalf of bank boards or directors to gather information necessary for the performance of the duties of directors.
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  	DIRECT PAPER

Bank loans and bills originated for a bank's customers.
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  	DIRECT QUOTATION 

The expression of an exchange rate in U.S. dollars.
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  	DIRECT PLACEMENT

The selling by the borrower of financial obligations such as commercial paper directly to the ultimate pur-
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  	chaser or lender without the assistance of a financial intermediary.
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  	DIRECT REDUCTION MORTGAGE

A mortgage that is amortized over a definite period of time and has periodic payment of a lime amount. The payment is applied first to interest and then to principal.
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  	DIRECT RURAL HOUSING LOANS

Loans made to low-income families for housing in rural areas as provided by the Farmers Home Administration.
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  	DISAGIO

The discount that depreciated paper currency suffers from standard or subsidiary coins of like face value; discount upon a coin for loss of weight by abrasion or mutilation. The term is used chiefly in Continental Europe.
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  	DISASTER RECOVERY PLAN

A comprehensive statement of consistent actions to be taken before, during, and after a disaster. The plan is designed to provide for the continuity of operations and the availability of critical resources should a disaster occur. Disaster management became law for banks under Executive Order 11490, signed on October 30, 1969.
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  	DISCHARGE 

A release from a debt or obligation, as in a bankruptcy, contract, or commercial paper.
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  	DISCHARGE IN BANKRUPTCY

A court order in bankruptcy discharging a debtor from liabilities remaining unpaid at the conclusion of the proceedings.
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  	DISCLAIMER 

A denial, disaffirmation, negation, refusal, or rejection of an obligation or statement.
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  	DISCLOSEDRESERVES

Reserves that are created or increased by appropriations of retained earnings or other surplus disclosed on the balance sheet. Essentially, disclosed reserves consist of retained earnings and paidin capital in excess of par value (or capital surplus if no-par stock is issued).
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  	DISCLOSURE 

An accounting principle that requires full (adequate) disclosure of all material (significant) matters affecting the financial statements that would be of interest to a concerned investor or creditor.
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  	DISCOMFORT INDEX

An index composed of the percentage unemployment rate added to the percentage change in the most commonly utilized price change index. The index reflects the impact of inflation rates and unemployment.
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  	DISCONTINUED OPERATIONS

Operations of an enterprise that have been sold, abandoned, or otherwise disposed. The results of continuing operations must be reported separately in the income statement from discontinued operations, and any gain or loss from the disposal of a segment must be reported along with the operating results of the discontinued segment.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	DISCOUNT

A finance charge, or interest paid in advance or, more accurately, interest paid at the beginning of a loan based upon the sum to be repaid at its maturity; a reduction in price of a good or service; a condition of paper money when it does not circulate at par with the standard money or other metallic currency.
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  	DISCOUNT BASIS

Method of quoting securities where the price is expressed as an annualized discount from maturity value.
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  	DISCOUNT BROKER

A broker who provides execution services for buyers or sellers of securities, as agent, but who does not provide advice to customers.
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  	DISCOUNT CLERK

A bank employee responsible for handling the clerical routine in the discountdepartment, including computations in discounting notes, acceptances, etc.
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  	DISCOUNT CORPORATION

A banking corporation engaged in the purchase and discount of trade and bankers acceptances, bills of exchange and other forms of commercial paper, and other documents.
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  	DISCOUNTED CASH FLOWS

Expected future cash inflows and outflows discounted to their present value; a method of valuing expected future cash receipts and disbursements as of a common date.
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  	DISCOUNTED PRESENT VALUE

The value computed by discounting expected future cash flows over a period of time
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  	DISCOUNTERS

Mostly retail investor oriented firms that offer basic stock and bond transactions execution at reduced charges, and who usually do not provide research and investment advice.
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  	DISCOUNTING THE MARKET

Market action in anticipation of an event. Discounting the market for a particular security is giving effect to the expected event before it occurs by a rise or decline in prices according to whether the future event is favorable or unfavorable.
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  	DISCOUNT MARKET 

The open market for acceptances and commercial paper, as contrasted with a bank's discounts for its own customers.
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  	DISCOUNT ON FORWARD EXCHANGE CONTRACT

A difference that arises when the forward rate is greater than the sport rate, i.e., the foreign currency is selling at a premium in the forward market.
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  	DISCOUNT POINTS

Fees paid to a lender, usually by the buyer, to get a mortgage loan at a certain interest rate.
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  	DISCOUNT RATE

The interest rate used to convert a future stream of payments or cash into a single present value; the interest rate
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  	charged by banks that varies according to money market conditions, the borrower, maturity, and other factors; a term applied to the rate at which member banks may borrow funds for short periods directly from a Federal Reserve bank.
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  	DISCOUNT RATE INVESTMENT YIELD ON TREASURY BILLS

The investment yield to maturity on Treasury bills computed as follows:
	

	

	


	
  	
  	

	

	
  	Investment yield = ($100- p) x 365 days
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where p = price of T-bill in dollars per $100
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  	DISCOUNT WINDOW

The figurative expression used to refer to the Federal Reserve facility that extends credit directly to member banks and now, under the Depository Institutions Deregulation and Monetary Control Act of 1980, to any depository institution holding reservable transaction accounts or nonpersonal time deposits.
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  	DISCOVERY 

The legal process of uncovering evidence prior to a trial; compulsory disclosure relating to a trial.
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  	DISCRETIONARY ACCOUNT

An account placed with a broker in which decisions as to the selection of securities and the time and price of their purchase and sale are left with the broker.
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  	DISCRETIONARY ORDERS

Authority given to a broker to execute purchases and sales of securities at the latter's selection and option as to price, with the expectation of yielding a profit but at the risk of the customer.
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  	DISCRETIONARY TRUST

A trust in which the trustee pays the beneficiary only as much as the trustee determines to be appropriate.
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  	DISCRIMINANT FUNCTION SYSTEM 

The computerized system used by the Internal Revenue Service to identify and select income tax returns for examination.
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  	DISCRIMINATE AGAINST AN APPLICANT

To treat an applicant less favorably than other applicants in reference to an extension of credit.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	DISCRIMINATION

An unjustified difference; unfair treatment or denial of privileges to persons because of race, age, sex, nationality or religion; the effect of practices that confer privileges on a class arbitrarily selected from a large number of persons, all of whom stand in the same relation to the privileges granted and between whom and those not favored no reasonable distinction can be found; in economics, a reference to equivalent inputs (for example, labor) receiving different compensation (for example, salary, benefits, working conditions) when the contribution of the inputs is equal.
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  	DISCRIMINATION IN HOUSING 

Segregating, separating, excluding, or treating unequally any person because of race, color, religion, national origin, ancestry, or sex in the furnishing of housing or facilities or services related to obtaining or occupying housing.
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  	DISHONEST

To lie, cheat, or steal; untrustworthy or untruthful..
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  	DISHONOR

Failure or refusal by the makerof a note or acceptor of a bill of exchange to pay the instrument at maturity; also the refusal of a drawee bank to pay its customer's check, referred to as a dishonor for nonpayment.
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  	DISINFLATIONARY POLICY

Government policy aimed at reducing the rate of inflation in the economy.
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  	DISINTERMEDIATION

An excess of withdrawals from a depository institution's interest-bearing accounts over its deposits in such accounts. Disintermediation occurs when the interest rates on such accounts fall below market rates or yields on competing investments.
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  	DISPOSABLE FAMILY INCOME

A Treasury economists' definition of income of a family that includes such items as interest on taxexempt bonds, employer-provided fringe benefits, welfare benefits, rent saved when one owns a house, and similar items affecting a taxpayer's living exist but which are not taxable.
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  	DISPOSABLE INCOME

An individual's income after taxes; the portion of earnings that an individual can dispose of (spends); at the macroeconomic level, a reference to all individual's income, less taxes, plus transfer payments that reflect purchasing potential.
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  	DISSOLUTION

The winding up and termination of a firm's existence, after the sale of its assets and discharge of its liabilities, with resources distributed first to the preferential creditors, second to secured creditors, third to the unsecured or general creditors, and last to the owners.
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  	DISTRESSED LOAN

A loan that the borrower does not have the financial capacity to repay according to its terms.
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  	DISTRESS SELLING

Imperative, forced, or necessary selling.
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  	DISTRIBUTED JUSTICE

A form of justice concerned with the duties of the community to the individual.
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  	DISTRIBUTION

A branch of marketing involving the selling of goods or services; the issuance of securities.
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  	DISTRIBUTION OF RISK

An investment principle popularly expressed in the maxim "don't put all your eggs in one basket." The principle implies the spreading of investment
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  	funds over a number of media instead of a single medium.
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  	DISTRIBUTIONS TO OWNERS

Decreases in equity of a particular business enterprise resulting from transferring assets, rendering services, or incurring liabilities by the enterprise to owners.
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  	DISTRIBUTION SYNDICATE

A group consisting of the underwriting syndicate, which bears risk associated with the distribution, and the selling group (if any), who distribute the securities of an issuer.
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  	DIVERSIFICATION

The spreading of investment funds over a number of media instead of a single medium to reduce risk.
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  	DIVERSIFIED INVESTMENT COMPANY

A type of mutual fund with an investment policy specifically directed toward maintaining a portfolio invested in a wide variety of businesses.
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  	DIVERGENCE ANALYSIS

Analysis of the difference between the actions of sophisticated and unsophisticated investors, e.g., short-sellers and specialists (sophisticated) versus odd-lot investors (unsophisticated)
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  	DIVESTITURES

The removal of a division, subsidiary, or product line. The purpose of a divestiture is to allow the firm's asset to be used more efficiently and to obtain a higher value on the market. Typical forms of divestitures include sell-offs, spin-offs, liquidations, going private, and leverage buyouts.
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  	DIVIDEND

The proportion of the earnings of a corporation distributed to stockholders, representing their profits in the enterprise, usually declared at regular intervals, the disbursements of which can be cash, regular or irregular and extra, script, interest-bearing and non-interest-bearing; stock; and property; a return of part of the premium on participating insurance to reflect the difference between the premium charged and the combination of actual mortality, expense, and investment experience.
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  	DIVIDEND CAPTURE

The practice of buying stock, often utilities, on the cum-dividend date and selling it on the ex-dividend date with the purpose of getting the declared dividend and for tax reasons.
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  	DIVIDEND/PRICE RATIO

The dividend per share divided by the market price per share and multiplied by 100; a measure also called the dividend yield when it is quoted in percentage terms.
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  	DIVIDENDS IN ARREARS 

The accumulated unpaid dividends on cumulative preferred stock from prior years.
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  	DIVIDEND WARRANT

An order to pay a dividend to a stockholder.
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  	DIVIDEND YIELD

The ratio of the current dividend on a stock to the current price of the stock.
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  	DIVISION OF LABOR

An economic principle that holds that there are efficiencies gained in production from specialization of labor.
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  	DOCK RECEIPT

A receipt given to a steamship company by the shipper or shipper's agent when goods are delivered on the pier for transportation abroad.
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  	DOCUMENTARY BILL

A draft or bill of exchange having shipping or other documents attached, e.g., bill of lading, invoice, insurance certificate, securities, insurance policies, bonds and coupons, or other documents having intrinsic value.
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  	DOCUMENTARY COMMERCIAL BILL

Bill of exchange arising out of commercial transactions and supported by a bill of lading and relative papers.
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  	DOCUMENTARY DRAFT 

A draft to which documents are attached, that is delivered to the drawee when he or she accepts or pays the draft, and that ordinarily controls title to the merchandise.
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  	DOCUMENTS 

A written or printed paper providing information or evidence as a deed, passport, stock certificate, etc.; the relative papers that may accompany a foreign bill of exchange arising out of commercial transactions, including ocean or through bill of lading, marine insurance certificate, seller's invoice, and others.
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  	DOCUMENTS AGAINST ACCEPTANCE

Domestic or foreign bill of exchange drawn D/A, which is a notification that the supporting documents are not be released to the drawee until the bill has been paid.
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  	DOLLAR 

The monetary unit of the U.S. and also of some 14 other countries. It is the monetary unit and standard of value in the United States.
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  	DOLLAR COST AVERAGING 

A method of solving the problem of timing of purchases and sales of securities by taking prices at random at regular intervals, the specific mechanics of which call for the investment at regular intervals of a fixed dollar sum, but lesser dollar averaging results may also be obtained by investing irregular sums, or investing just the sum sufficient to purchase a fixed number of shares at regular intervals.
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  	DOLLAR CREDIT

Letter of credit providing for drafts to be drawn in dollars.
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  	DOLLAR EXCHANGE

Bankers acceptances and bills of exchange drawn in a foreign country and payable in the United States or another country in dollars, or drawn in the United States and payable in a foreign country in dollars.
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  	DOLLARS-AND-CENTS VIEWPOINT 

A monetary only standpoint or angle.
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  	DOLLAR VALUE LIFO

A variation of conventional LIFO (last-in, first out) inventory valuation in which layers of inventory are priced in dollars adjusted by price indexes instead of unit prices. LIFO is applied to pools of inventory items instead of individual items.
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  	DOMESTIC ACCEPTANCE

An acceptance in which both drawer and drawee are located in the United States and, therefore, payable in this country.
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  	DOMESTIC BILL

Bill of exchange in which both drawer and drawee are located in the United States and, therefore, payable in this country.
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  	DOMESTIC EXCHANGE

Inland exchange; checks, drafts, and acceptances drawn in one place and payable in another within the United States.
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  	DOMESTIC INTERNATIONAL SALES CORPORATION

A tax-subsidized export company, usually organized as a subsidiary of a parent domestic company for the purpose of engaging in exporting both as a principal and as commission agent provided that at least 95 percent of its assets are export-related and at least 95 percent of taxable income of the corporation is derived from export sales and rentals, up to 50 percent of taxable income of the corporation is not currently taxed.
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  	DOMESTIC OFFICE

For Call Report purposes, a domestic office of the reporting bank is a branch or subsidiary (other than an Edge or Agreement subsidiary) located in the 50 states of the United States or the District of Columbia, or a branch on a U.S. military facility, wherever located.
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  	DOMESTIC YEN DEBENTURE

A yen-denominated bond issued in the U.S. by an American borrower.
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  	DOMICILE

Literally, residence or home; in commerce, the place where a negotiable instrument is payable; the principal residence address of an individual or the principal business address of a corporation, partnership, or sole proprietorship.
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  	DONATED STOCK

Stock that, having been originally issued and fully paid, has been given back to or reacquired by a corporation by its promoters or stockholders, representing a part of their holdings, especially when the stock has been issued in payment of services.
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  	DONOR

A giver; a person who creates a voluntary trust, also known as settler, grantor, and trustor.
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  	DORMANT ACCOUNT

An account that had no activity for a prescribed period of time and where the bank, after using reasonable means of communication, has determined that contact with customer has been lost.
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  	DOUBLE EAGLE

The United States $20 gold piece.
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  	DOUBLE-ENTRY ACCOUNTING SYSTEM

A system of accounting that requires that for each transaction or event recorded, the total dollar amount of the debits entered in all the related accounts must equal the total dollar amount of the credits. A single-entry accounting system makes only a record or memorandum entry of a transaction or event and does not record the dual effect of each transaction.
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  	DOUBLE EXEMPTION 

A reference to securities that are exempt from state as well as federal income taxes.
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  	DOUBLE LIABILITY

The liability to creditors of stockholders of a bank in the event of failure, in an amount up to but not in excess of the par value of the stock owned. Liability was double in the sense that the stockholder was subject to such assessment by the receiver in addition to losing the original investment.
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  	DOUBLE NAME PAPER

Two-name paper.
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  	DOUBLE TAXATION

Taxing income of a corporation and taxing the distribution of that income to a stockholder in the form of a dividend.
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  	DOUBTFUL ASSETS

Low quality assets; assets that are inadequately protected by the current sound worth and paying capacity of the obligor or of the collateral pledged, if any, and that the weaknesses make collection or liquidation in full, on the basis of currently existing facts, conditions, and investment values, highly questionable and improbable.
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  	DOUBTFUL CLASSIFICATION

Rating assigned to assets that have all of the weaknesses associated with those assets classified substandard with the added characteristics that the weaknesses make collection in full, on the basis of currently existing values, conditions, or facts, improbable and questionable.
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  	DOUGLAS AMENDMENT

An amendment to the Bank Holding Company act of 1956 that allows a holding company owning a bank chartered in one state to acquire a bank chartered in another state if permitted by the law of the second state.
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  	DOW JONES AVERAGES

The stock market averages prepared by Dow Jones & Co. and published daily in the Wall Street Journal. Major Dow averages include industrial, transportation, and utility averages.
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  	DOWNGRADE RISK

Possibility that a bond's rating will be lowered because the issuer's financial condition, or the financial condition of a party to the financial transaction, deteriorates.
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  	DOWN PAYMENT

An amount, including the value of any property used as a trade-in, paid to a seller to reduce the cash price of goods or services purchased in a credit sale transaction.
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  	DOWNSIZING

Corporate efforts to maximize the value of a company for shareholders and bond holders and to establish the competitive structure for the future with emphasis on a more efficient production and delivery products and services usually, often accomplished by cuts in the work force and shedding sideline businesses.
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  	DOWN-UNDER BONDS

Euro-Australia dollar and Euro-New Zealand dollar bond issues.
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  	DOW THEORY

A theory of stock price movement based upon interpretation of action of the L Dow Jones averages for indication of direction of the "primary trend."
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  	DRAFT

A written order drawn by one party (the drawer) ordering a second party (the drawee) to pay a sum of lawful money at a determinable future time to a third party (the payee). A draft may be either negotiable or nonnegotiable. Drafts are of three kinds: sight, demand, or presentation drafts.
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  	DRAW

Draw down; a request from a borrower to obtain partial payment from a lender as related to a loan commitment.
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  	DRAWEE

The party, whether an individual, firm, or corporation, against which a check or draft is drawn and from which payment is expected.
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  	DRAWEE BANK

The bank on which a check is drawn.
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  	DRAWER

A party, whether an individual, firm, or corporation, that draws (i.e., makes) a check, draft, or bill of exchange.
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  	DRAWINGS

A partner's withdrawal cash or other asset as provided in the partnership agreement, and closed to partner capital at year end.
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  	DRAWN BONDS

Bonds that have been called for redemption by lot.
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  	DRIVE IN BANKING

A form of banking in which the teller's window provides access from outside the bank for the convenience of bank customers, used primarily by customers with cars.
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  	DRY TRUST

A passive trust.
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  	DUAL BANKING

A banking system in which two types of banks exist simultaneously. For example, banks in the he United States may be chartered either by the individual states or by the federal government.
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  	DUAL CONTROL

A security system common in banks whereby two persons must simultaneously release control over certain assets.
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  	DUAL CURRENCY DEBENTURES

Bonds that pay initial proceeds and interest in one currency and principal in another.
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  	DUAL-RATE MORTGAGE (DRM)

An inflation-proof mortgage in which payments start low and then rise smoothly at the rate of inflation, if any, with annual payments approximately level in terms of purchasing power. The debt is fully amortized by the end of the contract.
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  	DUAL TRADING

A trading practice that occurs when brokers trade simultaneously for themselves and customers, sometimes resulting in an abuse.
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  	DUE AND UNPAID

A loan payment that is overdue.
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  	DUE BILL

In securities market practice, the written claim upon the seller of a stock for the buyer for the dividend to which the buyer is entitled by reason of having bought the stock "dividend-on" but having been unable to transfer the stock to his or her name before the ex-dividend date; an obligation that results when a bank sells an asset and receives payment, but does not deliver the security or other asset.
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  	DUE DATE

The date upon which a note, draft, acceptance, bond, or other evidence of debt becomes payable; the maturity date.
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  	DUE DILIGENCE

Requirements of the Securities Act of 1933 that oblige a firm offering its securities to the public to make a reasonable effort to disclose to potential investors all material and information so that the investor can make an informed decision, or be held liable for its absence.
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  	DUE FROM BANKS

An asset account appearing in the general ledger and financial statement of a bank to indicate the aggregate amount of balances outstanding with and due from other banks.
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  	DUE FROM FEDERAL RESERVE BANK

An asset account appearing in the general ledger and financial statement of a memberorclearing member bank to indicate the balance due from a Federal Reserve Bank.
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  	DUE-ON-SALE CLAUSE

A contractual clause giving the lender the right to require immediate repayment of the balance owed if the property changes hands.
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  	DUE PROCESS OF LAW

 A legal concept that relates to the usual and regular administration of law, designed to prevent arbitrary or capricious acts by the government or other parties; the legal process designed to provide that laws will be reasonable and implemented fairly.
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  	DUE TO BANKS

A liability account appearing in the general ledger or financial statement of a bank to indicate the aggregate amount deposited by banks, as distinguished from individuals, firms, and corporations other than banking corporations.
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  	DUMMY

Used in connection with directors, officers, stockholders, and others, to indicate a person who acts for another, but who has no real responsibility or liability. The person is merely placed in office to comply with the number required by law or for publicity purposes.
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  	DUMP

To offer suddenly on the market for sale large blocks of securities for the purpose of disposing of them regardless of the prices offered; to unload large blocks of a security or securities or products.
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  	DUMPING

The export of a commodity at below cost or at a lower price abroad than domestically.
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  	DUOPOLY 

A market structure in which there are only two firms.
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  	DUPLICATE BILLS

Bills in a set.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	DUPLICATE DOCUMENTS

Documents in a set.
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  	DURATION

Average time elapsing before cash flow is received; a measure based on price risk and reinvestment risk.
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  	DURATION ANALYSIS

A maturity matching technique used in asset-liaibility management, that takes into account and mea sures the value of the immediate cash flow over the lives of assets and liabilities, the term being coined by Frederick Maculay in 1938; a technique of asset/liability management that involves measuring changes in capital values that follow from given changes in interest rates. A bond's duration is the weighted average maturity based on the present value of the cash flows.
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  	DUTCH AUCTION

An auction conducted by the auctioneer starting at a high price and lowering it until a bidder stops him or her and buys the goods at that price.
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  	DUTY

An obligation, contractual or otherwise; a tax imposed on imports as a result of a tariff or customs regulation.
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  	E
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  	EAGLE

The U.S. $10 gold piece.
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  	EARLY WITHDRAWAL PENALTY

The withdrawal of funds from an account or annuity before maturity.
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  	EARNEST MONEY

A sum paid by a prospective purchaser of real estate as evidence of good faith.
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  	EARNING POWER

The ability of a business consistently to employ its capital profitably over a period of time. Demonstrated earning power is a good test of the business risk in passing upon an application for a loan.
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  	EARNINGS

Profits; net income; technically, net income as computed according to generally accepted accounting principles without consideration of the cumulative effectof achange in accounting principles.
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  	EARNINGS CREDIT RATE

The rate, analogous to an interest rate, applied by a bank to demand deposit balances used to offset bank service charges and is used to compute earnings allowances.
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  	EARNINGS PER SHARE 

Net income after dividends on preferred stock, if any, divided by total outstanding shares of the company into earnings per share, the basic data used in publicity on company earnings, in computing earnings growth over a past period, in projecting potential future growth, and appraising relative market valuation by computing the price-earnings ratio.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	EARNINGS QUALITY 

Realistic earnings. Accounting principles, methods, and policies can influence the reported earnings. Such factors should be considered when evaluating the financial statements in companies. When a company has conservative accounting procedures, its earnings are considered to be of high quality when compared to a company with liberal accounting procedures.
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  	EARNINGS RATIO 

A ratio that measures the return on assets, stockholders' equity, investment, and other accounting and financial categories.
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  	EASEMENT

The right one person has to use the land of another for a specific purpose.
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  	EASY MONEY

Money that can be obtained at low interest rates and without difficulty because of the existence of a plentiful supply of excess reserves among the banks.
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  	ECONOMETRICS

A useful statistical technique for testing empirically fundamental topics in economics, finance, and management.
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  	ECONOMIC CENSUS

The basic source of national income statistics taken by the Bureau of the Census and a comprehensive economic census of the United States.
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  	ECONOMIC CYCLE

The business cycle.
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  	ECONOMIC DEVELOPMENT ADMINISTRATION 

A governmental administration under The Public Works and Economic Development Act of 1965 to generate new jobs, to protect existing jobs, and to stimulate commercial and industrial growth in economically distressed areas of the United States.
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  	ECONOMIC ENVIRONMENT

The environment in which economic and financial activities take place; for the United States this would include a highly developed exchange economy, where production and marketing activities require large amounts of capital and savings in the economy, and in which most productive activities are carried on through investor-owned business enterprises with motivation being primarily profit making; the free enterprise system or capitalism.
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  	ECONOMIC INCOME

The increase in wealth beyond a beginning level of real capital; the amount of consumption an individual can experience overtime and be as well off at the end of the time period as at the beginning.
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  	ECONOMIC GOOD

An economic commodity that is material, useful, scarce, and transferable. Economic services are nonmaterial activities that are useful, scarce, and transferable.
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  	ECONOMIC GROWTH

A phenomenon that is usually defined in terms of the annual percentage of change in real Gross National Product or Domestic National Product.
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  	ECONOMIC INDICATORS

Economic or cyclical indicators that signal changes in the direction of aggregate economic activity. There are three basic types of cyclical indicators: leading, coincident, and lagging.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ECONOMIC PROFIT

In economics, the term profit refers to economic profit. Profit is defined for a given period of time, as the difference between total revenue and total cost. In the calculation of economic profit, all costs are subtracted including opportunity costs. Economic profit can differ and often does differ from accounting profit.
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  	ECONOMIC RECOVERY TAX ACT

A major 1981 tax law that provided the largest tax cut bill ever passed. The major purpose of this legislation was the revitalization of the economy. Its objective was to place more after-tax income in the hands of the taxpayers in the expectation that they would consume more goods and services and thus increase aggregate demand, resulting in economic growth.
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  	ECONOMIC RENT

The amount that a resource earns above the minimum amount needed to keep it employed in its present use.
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  	ECONOMIC REPORTOFTHEPRESIDENT

A report required by the Full Employment and Balanced Growth Act of 1978 that requires the President's Council of Economic Advisors to prepare an annual report on the state of the economy.
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  	ECONOMICS

The study of all phenomena relating to wealth and value; one of the social sciences that deals with economic goods, the creation of wealth through satisfaction of human wants, the explanation of wealth, value, and price, the distribution of income, the mechanism of exchange and markets of an economy. Economics is sometimes defined as the science of wealth. Adam Smith's definition is as follows: ''Political economy, considered as a branch of the science of a statesman or legislator, proposes two distinct objects: first, to provide a plentiful revenue or subsistence for the people, or more properly to enable them to provide such a revenue or subsistence for themselves; and secondly, to supply the State or Commonwealth with a revenue sufficient for the public service."
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  	ECONOMIC THEORY OF PRICING

A theory of price determination that identifies supply and demand factors underconditions of competition, monopoly, oligopoly, or monopolistic competition as primary elements in the process.
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  	ECONOMIES OF SCALE 

Efficiencies associated with size. Because of economies of scale, a firm's long-run average total cost of production will decrease as output is increased, up to the point where inefficiencies arise.
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  	ECONOMIES OF SCOPE

Efficiencies associated with being able to produce several different products or services using similar production or servicing processes, thereby avoiding duplication in labor and capital as well as in the administrative infrastructure of the firm.
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  	ECONOMIZING

The process of applying scarce resources to satisfy unlimited wants.
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  	EDGAR

Electronic Data Gathering, Analysis and Retrieval system of the Securities and Exchange Commission.
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  	EDGE ACT

An act passed December 24, 1919, with the title "Banking Corporations Authorized to Do Foreign Banking Business." The purpose of this legislation was to permit the establishment under federal jurisdiction of foreign banking corporations to aid in the finance and stimulation of foreign trade.
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  	EDGE ACT CORPORATION

A foreign banking corporation organized under Section 25(a) of the Federal Reserve Act.
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  	EE SAVINGS BONDS

U.S. government bonds intended to encourage savings and to provide an investment opportunity for small investors.
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  	EFFECTIVE INTERESTMETHOD

A preferred procedure for amortizing a discount or premium; also called present value amortization. Under this method, interest expense is based on the increasing (for discounts) or decreasing (for premiums) book value of the bonds. The total interest expense for each interest period is the carrying amount (book value) of the bonds at the start of that period multiplied by the effective interest rate.
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  	EFFECTIVENESS 

The relationship of outputs per unit of input; a reference as to how a job is performed: Does the work produce the intended results?
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  	EFFECTIVE RATE

The true rate of interest on a loan or investment, expressed as a percentage applicable for the life of the instrument and that reflects the effect of compounding.
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  	EFFICIENCY

The non-wasteful use of resources; the use of resources to their potential.
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  	EFFICIENTMARKET

A market in which prices accurately and promptly reflect all information available to investors.
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  	EFFICIENTMARKET HYPOTHESIS

A theory of movements of stock prices that proposes that successive stock prices are mostly unrelated and the prices tend to move in a random manner.
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  	EFFICIENT PORTFOLIO

A portfolio of securities that satisfies two conditions: (1) for a given level of risk there is no portfolio with a higher average return, and (2) for a given average return there is no portfolio with a lower level of risk.
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  	ELASTIC CURRENCY

Money that can be expanded or contracted according to commercial needs. Elasticity is one of the essential qualities of a good medium of exchange, and a sound currency system should provide this characteristic
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  	ELASTICITY

A measure of responsiveness of a good to a change in its price.
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  	ELECTRONIC BANKING

Those activities of banking that can be performed electronically and by computerized systems as allowed by law.
	

	

	















 

  	
  	
  	
  



	




	Page 88

	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ELECTRONIC DATA PROCESSING 

A network of computer and software components. The system accepts data, processes the data according to instructions provided by operators, and prints out or displays the results for those who use the system.
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  	ELECTRONIC FILING

A method by which qualified electronic filers transmit tax return information directly to an IRS center over telephone lines. Electronic filing can reduce IRS processing time, resulting in faster refunds, more accurate returns, and reduced government costs for processing, storage, and retrieval of tax returns.
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  	ELECTRONIC FUND TRANSFER

As defined in the Electronic Fund Transfer Act, any transfer of funds, other than a transaction that is originated by a paper instrument, that is initiated through an electronic terminal, telephone, or computer or magnetic tape and that orders or authorizes a financial institution to debit or credit an account. Point-ofsale transfers and automated teller transactions are examples of electronic fund transfers.
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  	ELECTRONIC FUND TRANSFER ACT

Title XX of the Financial Institutions Regulatory and Interest Rate Control Act of 1978, that requires disclosure of the terms and conditions of electronic fund transfers at the time the consumer contracts for an EFT service; requires that the consumer be afforded written documentation for each fund transfer made from and electronic terminal, notice as to whether preauthorized transfers were completed, and a periodic statement of account; requires financial institutions to establish procedures for correcting errors for electronic fund transfers, and additional requirements related to electronic fund transfers.
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  	ELECTRONIC PAYMENT SYSTEM 

A check clearing and electronic funds transfer service to depository institutions provided by the Federal Reserve System.
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  	ELEEMOSYNARY

Constituted for the perpetual distribution of alms or bounty of the founders; charitable, as in an eleemosynary institution.
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  	ELEMENTS OF ACCOUNTING

The building blocks with which financial statements are constructed; the classes of items that financial statements present, such as assets, liabilities, equity, revenue, gains, expenses, and losses.
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  	ELIGIBLE PAPER

Requirements or characteristics for rediscount at a Federal Reserve Bank for notes, bill of exchanges, or trade or bank acceptances.
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  	ELIMINATING ENTRIES

Work-paper entries that remove the effect of intercompany financial relationships when preparing consolidated financial statements.
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  	ELLIOT WAVE

A theory named after Ralph Elliot who contended that the stock market tends to move in discernible and predictable patterns reflecting the basic harmony of nature; a charting method based on the belief that all prices act as waves rising and falling rhythmically.
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  	EMBEZZLEMENT

The fraudulent appropriation by a public officer, or any other person occupying a fiduciary capacity, of the property entrusted to him or her by virtue of one's employment.
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  	EMERGENCY BANKING RELIEF ACT

An act passed on May 9, 1933, that confirmed all pervious proclamations of President Roosevelt and Secretary of the Treasury Woodin. It was issued during the bank crisis that confronted the inauguration of the new Democratic administration.
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  	EMERGENCY HOME FINANCE ACT OF 1970

An act that created the Federal Home Loan Mortgage Corporation to increase the supply of funds for housing by creating a secondary market for conventional mortgages and permitted federally chartered savings and loans to make loans anywhere in their home states
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  	EMERGENCY PREPAREDNESS PROCEDURE PLAN

A plan designed to ensure that the bank personnel, customers, the general public, and bank funds, records, and properties are protected in an emergency from such things as robberies, burglaries, larcenies, swindles, extortions, fires, etc.
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  	EMERGING ISSUE TASK FORCE (EITF)

A Committeeof the Financial Accounting Standards Board, organized in 1984 to provide timely guidance on emerging issues in accounting. The task force has produced a number of guidelines regarding banking and banking-related activities.
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  	EMERGING MARKETS

Markets in developing countries that are attractive to producers and investors.
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  	EMINENT DOMAIN

The right of the government to take private property for public use upon the payment of reasonable compensation.
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  	EMPIRICAL

Based on experience or experiment.
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  	EMPLOYEE RETIREMENT INCOME SECURITY ACT OF 1974 (ERISA) 

The Pension Reform Act (P.L. 93-406), signed on September 2, 1974, having as its primary purpose the creation of standards for the operation and maintenance of pension funds in an effort to correct reported abuses in the handling of pension funds and to increase the protection given to employees covered by such plans by providing guidelines for em-
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  	ployee participation in pension plans, vesting, provisions, minimum funding requirements, financial statement disclosure, and the administration of the plan. In addition, the administrators of pension plans are required to file annual reports with the Department of labor that include a description of the plan and copies of the relevant financial statements.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	EMPLOYEE STOCK COMPENSATION PLAN 

Compensation packages consisting primarily of cash or stock. Compensation plans for executives have been classified as market performance plans, enterprise performance plans, and a combination market enterprise performance plans.
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  	EMPLOYEE STOCK OWNERSHIP PLAN (ESOP)

Authorized under the Employment Retirement Income Security Act of 1974 (ERISA), a trust (the ESOP) formed by a company on behalf of its employees to receive retirement benefit payments and hold securities (primarily of the sponsoring company) until the employees retire or separate from the company. 
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  	EMPLOYMENT ACT OF 1946

Legislation in which "The Congress declares that it is the continuing policy and responsibility of the federal government to use all practicable means consistent with its needs and obligations and other essential considerations of national policy, with the assistance and cooperation of industry, agriculture, labor, and state and local governments to coordinate and utilize all its plans, functions, and resources forthe purpose of creating and maintaining, in a manner calculated to foster and promote free competitive enterprise and the general welfare, conditions under which they will be afforded useful employment opportunities, including self-employment, for those able, willing and seeking to work and to promote maximum employment opportunities, production, and purchasing power."
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  	ENABLING ACT

Legislation that permits communities or districts to organize into an association or district for the purpose of financing and constructing some new public improvement that does not affect any given civil subdivision. The term also applies to legislation that enables a bank, corporation, association, or community to take advantage of an alternative method of achieving a certain result. Thus many states have enacted laws permiting state banks and trust companies to join the Federal Reserve System and to maintain cash reserves as required by the Federal Reserve Act instead of meeting the requirements of the state banking laws.
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  	ENCODER 

A mechanical device capable of imprinting documents, such as characters, checks, deposits, and others
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  	ENCODING 

Inscribing or imprinting magnetic ink character, such as a customer's account number, on checks, deposits, and other documents to be processed by a computer.
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  	ENCUMBRANCE

A claim or lien on real or personal property, such as a mortgage, that diminishes the owner's equity in the property; a reservation of part of a governmental appropriation that is recognized at the time a commitment is made.
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  	ENDORSE

To place one's signature on the back of a document as evidence of its legal transfer and passing of title, such as on a check, note, stock certificate, bill of exchange, and bill of lading.
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  	ENDORSED BOND

A bond endorsed by a person or corporation other than the maker whose direct obligation it is; a bond with writing or signatures extraneous to the text written thereon.
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  	ENDORSEE

One to whom a negotiable instrument payable or endorsed to order is negotiated by endorsement and delivery.
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  	ENDORSEMENT

The writing on the back of a negotiable or other instrument, including endorsement in blank, special endorsement, conditional endorsement, qualified endorsement, and restrictive endorsement; an attachment to an insurance policy used to extend or restrict coverage associated with periods, locations, insured, or exposures; a rider in a life or health insurance policy. ENDORSEMENT IN BLANK The signature of an endorser, without additional words.
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  	ENDORSEMENT IN FULL

An endorsement specifying the person to whom or to whose order the instrument is payable, followed by the signature of the endorser, known as a special endorsement.
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  	ENDORSEMENT, SPECIAL

An endorsement that specifies the party to whom the instrument is to be transferred.
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  	ENDORSER 

One who transfers title to an instrument to another party by endorsement.
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  	ENDOWMENT

The act of donating a permanent fund or source of income; funds whose principal has been specified by the donor as nonexpendable (regular endowments), whose principal is expendable after a specified time period or after a designated event (term endowments), and funds set aside by the board or controlling body (quasiendowments).
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  	ENDOWMENT DATE 

Property, funds, etc., with which an institution or person is endowed; life insurance payable to the policyholder if living, on the maturity date stated in the policy, or to a beneficiary if the insured dies prior to that date.
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  	ENDOWMENT INSURANCE

A form of life
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  	insurance that combines insurance with compulsory savings.
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  	END-POINT SORTING 

The packaging of pre-encoded items into cash letters by customer's and/or correspondent banks for the intermediate bank that processes their work.
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  	ENGINEER'S CERTIFICATE

A statement signed by an engineer, usually with an engineering firm, certifying that the engineer has made an examination of the physical proper-
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  	ties of a business, and that they are in the condition described thereupon.
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  	ENTERPRISE

An undertaking or venture, such as a project or business undertaken for a profit.
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  	ENTITLEMENT

Payments to which state or local governmental units are entitled, pursuant to an allocation formula determined by the organization providing the monies (usually the federal government).
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  	ENTITY

An organization or a section of an organization that is apart from other organizations and individuals as a separate economic unit, e.g., a corporation, partnership, proprietorship, city, state, university, or hospital.
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  	ENTREPRENEUR

A person or organization representing an independent factor of production representing the ultimate place of risk in an undertaking for profit.
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  	ENVIRONMENTAL PROTECTION AGENCY (EPA) 

An independent agency established in the executive branch created to permit coordinated and effective governmental action on behalf of the environment.
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  	ENVY

A vice associated with the inordinate begruding of or desire for another's possessions or success.
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  	EQUITY SWAP

A swap in which at least one leg is pegged to the return on a stock index, the other leg being pegged to a floating rate of interest (such as LIBOR) that can be fixed or pegged to a different stock index.
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  	EQUAL COVERAGE

A protective clause in a corporate indenture providing that in the case of subsequent issues of bonds, the bonds shall be entitled to the same security as that of the subsequent issues.
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  	EQUAL CREDIT OPPORTUNITY ACT

An act passed in 1974 serving to make credit available with fairness and impartiality. The act makes it unlawful for a creditor to discriminate with respect to any aspect of a credit transactions against any applicant for credit on the basis of the applicant's race, color, religion, nation origin, sex, marital status, or age; because the applicant's income comes from any public assistance program; or because the applicant has in good faith exercised any right under the Consumer Credit Protection Act.
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  	EQUAL FULL EMPLOYMENT OPPORTUNITY COMMISSION 

A commission, created by Title VII of the Civil Rights Act of 1964, empowered to seek to eliminate discrimination based on race, color, religion, sex, national origin, or age in hiring, promoting, firing, wages, testing, training, apprenticeship, and all other terms and conditions of employment.
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  	EQUALIZATION

The process of adjusting property assessments or valuations in a taxing district to achieve a uniform proportion between assessed values and actual cash values to assure property owners are taxed at an equal rate.
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  	EQUATION OF EXCHANGE

An economic equation that relates money (M), velocity (V), and total output (Y = GNP) of final goods and services in the economy as: 
[image: e763e28844caca4e67e72e4e1dc5d2a5.gif][image: e763e28844caca4e67e72e4e1dc5d2a5.gif]MxV=Y
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  	EQUILIBRIUM

A stable flow of economic activities. A market is said to be in equilibrium when there is no tendency for price or quantity to change.
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  	EQUIPMENT TRUST

A trust created to own and lease equipment, especially railroads and other transportation entities.
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  	EQUITIES

The legal and economic claims to the assets of an accounting entity. The concept of equities can be expressed in the accounting equation:
[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]Assets = Equities

where equities include liabilities and capital.
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  	EQUITY

Ownership interest; net assets representing the residual interest in the assets of an entity that remain after deducting its liabilities; in law, the administration of justice through the principles of equitable justice or fairness; the present market value of a customer in margin buying of securities less the debit balance in an account, i.e., the sum borrowed from the broker to enable the customer to make the purchase.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	EQUITYANDINCOMEFUND

A mutual fund, which seeks to provide current income, which generally invests in high-yielding equity securities and is designed for conservative investors seeking a growing level of dividend income.
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  	EQUITY CAPITAL

Under the Basle Agreement, capital consisting of common stock, non cumulative preferred stock, and for(bank holding companies) perpetual preferred stock.
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  	EQUITY CONVERSION

A reverse annuity mortgage (RAM) in which a borrower obtains a loan in the form of monthly payments over an extended period of time, using his or her property as collateral. When the loan
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  	comes due, the borrower repays both the principal and interest.
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  	EQUITY-DEBT HYBRIDS

Securities that are in part equity and in part debt securities undertaken to exploit special situations as to investor interest and tax treatment.
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  	EQUITY FINANCING

Raising capital by corporations through the issuance of stock.
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  	EQUITY FUNDING

A combination of mutual fund shares and insurance. Under equity funding plans, the investor buys the mutual fund shares. The shares are then pledged as collateral fora loan whose proceeds are used to defray the cost of the premium on the insurance policy.
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  	EQUITY INSOLVENCY

The inability of an entity to pay its debts as they come due.
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  	EQUITY KICKER

A loan guarantee that the lender will receive a percentage of property appreciation over a specified period of time and/or a percentage of income from the property.
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  	EQUITY METHOD OF ACCOUNTING

A method of accounting for investments in common stock where the investor owns more than 20 percent of the outstanding voting stock of another company and can exercise significant influence. The equity method reflects the economic substance rather than the legal form that underlies the investment in common stock because the investment account is adjusted to recognize the investor's share of the income or losses of the investee after the date of acquisition when it is earned by the investee. Dividends received from an investee reduce the carrying amount of the investment and are not reported as dividend income.
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  	EQUITY PARTICIPATION

The right of an investor to participate to a specified extent in the increased value of a property, project, or income from the property or project.
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  	EQUITY RATIO

A ratio that provides measures of return on stockholders' investment, earnings per share, book value per share, price-earnings, and others.
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  	EQUIPMENT TRUST

A corporate trust established to finance the purchase of equipment, used by railroads for the purchase of rolling stock.
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  	ERISA

Employee Retirement Income Security Act of 1974.
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  	ERROR ACCOUNT

A expense account in brokers' offices to which errors in executions involving a loss are charged and to which any possible profits are credited.
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  	ERRORS

Mistakes or omissions in the financial accounting process. Typical errors include mathematical mistakes, mistakes in the application of accounting principles, oversight, or misuse of facts.
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  	ESCALATION CLAUSE

An arrangement in a lease that allows the landlord to pass through increases in certain expenses to tenants, such as taxes and operating expenses.
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  	ESCHEAT

The common law doctrine of abandonment of personal property, covering such items as bank deposits, interest, and contents of safe deposit, agency, or collateral boxes held by banking or financial organizations; funds held by life insurance companies payable under life, endowment, or annuity contracts; deposits and refunds held by public utility companies; corporate cash and stock dividends, as well as any interest, payment on principal, profit, distribution, etc.; property of organizations in dissolution; property held by fiduciaries; property held by state courts, public officers, and agencies.
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  	ESCROW 

A written agreement, e.g.,deed, bond, or other paper, entered into among three parties and deposited for safekeeping with the third party as custodian to be delivered by the latter only upon the performance or fulfillment of some condition.
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  	ESCROW BOND 

Bond held under an option to purchase or subject to some other condition; bonds of an authorized issue, but not yet issued, being held by a trustee until additional funds are needed for improvements or expansion.
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  	ESTATE 

One's right, title, or interest in land; the total market value of all forms of property that a person owns that, after authorized deductions, will lead to the taxable estate subject to estate tax rates in the event of demise; the net assets owned by a person at the time of death and may include both real and personal property.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ESTATE AT SUFFERANCE

The right of a tenant after a lease expires and the tenant remains without permission from the landlord.
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  	ESTATE AT WILL

The right of a tenant that automatically renews for a period specified in the original lease, until terminated by owner or tenant.
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  	ESTATE FROM PERIOD TO PERIOD

A leasehold interest that terminates after a fixed period of time.
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  	ESTATE PLANNING

The process of providing for the proper disposition of a person's assets after death; a common trust department function that consists of planning the management of a person's assets to maximize investment earnings and reduce costs and taxes to a minimum consistent with good safety practices.
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  	ESTATE SETTLEMENT

Steps taken in settling an estate including locating and analyzing the will, safeguarding assets, probate, investigating financial records and papers,
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  	assembling and disbursing assets, payment of taxes, making distribution to heirs, and other activities.
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  	ESTATE TAXES

Excises upon the right of transfer of property from the decedent to one's heirs, legatees, and devises. Federal estate taxes were first enacted in 1916, and are imposed upon the entire taxable estate, after authorized deductions, at rates which are progressive according to the size of the taxable estate.
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  	ESTOPPEL

From the French, "to stop" or "to bar;" a legal principle that prevents a person who made a representation to another from denying or refuting it, after another person relied upon it and damage resulted.
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  	ETHICS

A branch of philosophy that is the systematic study of reflective choice, of the standards of right and wrong by which it is to be guided, and of the good toward which it may ultimately be directed; that which produces a good instead of an evil; that which conforms to moral principles. The most basic requirement of any ethical system is rationality.
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  	EUROBONDS

Issues floated in European countries payable in a currency foreign to the host countries, e.g., American dollar bonds issued in European countries.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	EUROCURRENCY

Eurodollars
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  	EUROCURRENCY MARKET

The market for commercial bank deposits outside the country of issue of the currency.
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  	EURODOLLAR

Dollar deposit claims upon U.S. banks, deposited in banks located outside the U.S., including foreign branches of U.S. banks, so that the funds do not physically leave the U.S. banks.
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  	EURODOLLAR DEBENTURE

A dollar-denominated bond issued in the Eurobond market.
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  	EURODOLLAR FUTURESCONTRACT

A futures contract based on Eurodollar deposits.
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  	EURODOLLAR STRIPS

The coordinated purchase or sale of a series of contracts with successive expiration dates, the objective being to lock in a rate of return for a given term, the contract setting interest rates on Eurodollar time deposits, commencing on a specific forthcoming date.
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  	EURODOLLAR TIME DEPOSIT FUTURES CONTRACT

An agreement to place a deposit (lend) or to take a deposit (borrow) at a given time in the future of $1,000,000 for three months in the London Interbank Market, the contracts traded using a pride index, which is derived by subtracting the interest rate from 100.00.
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  	EUROPEAN COAL AND STEEL COMMUNITY

An economic union of European nations' steel and coal community.
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  	EUROPEAN CURRENCY UNIT

A "basket" of specified amounts of each European Community currency. Its value is determined by using the current market rate of each member currency.
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  	EUROPEAN ECONOMIC COMMUNITY

Common Market, a single trading unit; an economic union setting up a common market among European countries.
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  	EUROPEAN FREE TRADE ASSOCIATION

An association formed to bring closer a multilateral association of all countries of the Organization for European Economic Cooperation, to maintain full employment in the member states, to ensure fair competition between members, to avoid disparity in the conditions of supply of domestic raw materials, and to develop world commerce by reducing trade barriers.
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  	EUROPEAN INVESTMENT BANK

A bank created Under Article 130 of the Rome Treaty as one of the institutions of the European Economic Community (Common Market) to take part in financing the development of the less advanced regions of the community and of new industries or projects of common interest to member countries and associated states.
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  	EUROPEAN MONETARY AGREEMENT

An agreement within the framework of the Organization for European Economic Cooperation, as an instrument for monetary cooperation to introduce nonresident convertibility for their currencies. The agreement provided for the establishment of a multilateral system for settlements and a European fund. The principal role of the multilateral system of settlements was to give each member country's central bank the assurance of obtaining settlement in dollars, at an exchange rate known in advance, of any balance in another member's currency acquired by it.
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  	EUROPEAN MONETARY SYSTEM

A monetary arrangement established to foster closer monetary cooperation leading to a zone of monetary stability in Europe.
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  	EUROPEAN PAYMENTS UNION

An intraEuropean payment union centralizing periodic settlement for imports and exports and providing for a pool of credits and gold to be granted to and received from members under a quota system. The union was succeeded by the European Monetary Agreement.
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  	EUROPEAN RECOVERY PROGRAM

The Marshall Plan, which provided substantial U.S. economic aid to Europe for recovery and reconstruction of 16 European nations.
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  	EUROYENDEBENTURE

Ayen-denominated bond issued in the Eurobond market.
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  	EVENT RISK

The uncertainty created for holders of corporate debt by the takeover and
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  	restructuring phenomenon that could result in significant downgrading of corporate bonds.
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  	EVENTS

An occurrence that has economic consequences to an entity; events, along with transactions, exchanges, and circumstances, which describe the sources of revenue, expenses, gains, and losses as well as changes in assets, liabilities, and equity.
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  	EVERGREENS

A form of accounts receivable home equity financing; an open-end, revolving credit product that gives the consumer/ borrower considerable control over credit usage and loan repayment. The credit plan provides for a constant in-and-out arrangement where a complete payoff is not required.
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  	EVICTION

Forcible removal or ejection by a lessor of a tenant from leased premises.
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  	EVIDENCE

In auditing, testimony, documents, or objects that can influence an auditor's judgment regarding the conformity of a client's financial statements to generally accepted accounting principles, gathered by various procedures including observation, confirmation, calculation, analysis, inquiry, inspection, comparison, and other procedures; in law, testimony, documents, or objects presented to a court or jury as proof of the facts in issue that can influence the court's judgment regarding the case.
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  	EX

Out of; without, e.g., ex-dividends.
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  	EXACT-DAY INTEREST

Interest computed or charged on the basis of a 365- or 366-day year.
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  	EXAMINE

To inspect, scrutinize, and view carefully and critically, such as performed by auditors, bookkeepers, tellers, and others for bank endorsements, mistakes, authenticity.
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  	EXCESS LOANS

Loans made by a bank to one customer in excess of the legal maximum amount.
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  	EXCESS PROFIT TAX

A tax imposed on corporation profits in excess of a specified amount aimed to recapture abnormal profits.
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  	EXCESS RESERVES

The portion of a bank's reserves against deposits in excess of the amount required by law, whether deposited with a Federal Reserve bank in its reserve balance account or in its own vaults.
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  	EXCHANGE

The transfer of goods or services among parties; a central location where commerce takes place, such as a stock exchange.
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  	EXCHANGE CONTROL

Controls imposed by governments, central banks, and others to establish a limit on international transactions or exchanges of currencies among nations.
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  	EXCHANGE EQUALIZATION FUND

A means of stabilizing the exchange value of sterling by preventing excessive depreciation or appreciation, operated by the Bank of England.
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  	EXCHANGE FEE

A charge to recover the cost of handling checks.
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  	EXCHANGE RATE

The price at which one country's currency can be exchanged for another. The value of the exchange rate is determined by the interaction of supply and demand in the foreign exchange market.
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  	EXCHANGE RESTRICTIONS

Official intervention in the foreign exchange markets, partially or wholly displacing free foreign exchange markets.
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  	EXCHANGES

In banking practice, checks, drafts, matured acceptances, notes, etc., presented for collection through a clearinghouse; the English term for the foreign currencies and bills of exchange market.
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  	EXCHANGE STABILIZATION FUND

A fund established by the United States that was a part of the effort relating to the devaluation of the dollar from 25.8 grains of gold 0.9 fine, to 15 grains of gold 0.9 fine or, reciprocally, raised the money price for gold to $35 an ounce, against 20.67 previously, established by the Gold Reserve Act of 1934.
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  	EXCHANGE-TRADEDOPTIONS

Options that are third-party contracts (i.e., performance of the parties' obligations is guaranteed by an exchange or clearing corporation) with standardized strike prices and expiration dates, as contrasted with over-the-counter options.
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  	EXCHEQUER

The official title of the account of the Chancellor of the Exchequer of the United Kingdom with the Bank of England. Its statutory title is Her Majesty's Exchequer. It is a central account and not directly in contact with the detailed revenue and expenditure accounts. It corresponds in the United States to the Treasury Department accounts with the Federal Reserve Banks. It is the account into which gross revenues of the country are paid and from which expenditures are drawn.
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  	EXCHEQUER BONDS

In English terminology, the securities issued by Her Majesty's government, or by nationalized industries and guaranteed by Her Majesty's government, that are dealt in on the London Stock Exchange.
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  	EXCISES

Indirect taxes levied upon rights or privileges, such as the right to conduct business, franchises, and licenses, and on specific products, such as gasoline, alcohol, and tobacco.
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  	EXCLUSION

A provision in an insurance contract that limits or restricts coverage; an item of revenue orexpense excluded from taxable income.
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  	EX-COUPON

Without the next maturing inter-
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  	est coupon attached.
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  	EXCULPATORY CLAUSE

A clause in a contract that relieves one party of liability for injuries or damages to another.
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  	EX-DIVIDEND

Without dividend; the acquisition of stock without the right to receive a recently declared dividend.
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  	EXECUTION 

The carrying into effect of an order; the manner in which an order to buy or sell securities is handled; the carrying out of a judgment of a court.
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  	EXECUTIVE BANKING

Personal banking in which one banker is made accountable for a number of customers and who strives to meet their individual needs.
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  	EXECUTIVE OFFICER

An officer of a bank who participates or has the authority to participate (other than in the capacity of a director) in major policy-making functions of the bank, whether or not the officer has an official title, the title designates the officer an assistant, or the officer is serving without salary or other compensation, including such officers as the president, every vice president, the cashier, the secretary, and the treasurer, unless the officer is excluded by resolution of the board of directors or by the bylaws of the bank from participation and the officer does not actually participate therein. Regulation O, 12, CFR 215.2(d)
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	EXECUTIVE STOCK OPTION 

Rights granted to senior managers and officers allowing them to purchase a firm's stock at some time in the future.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	EXECUTOR

An individual or trust company appointed in a will by the testator to carry out, after the death of the testator, the expressed instructions for the disposal of property as provided in the will.
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  	EXECUTORY CONTRACT

A contract in which something remains to be done by either party.
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  	EXECUTRIX 

A female executor.
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  	EXEMPT SECURITY

A security that is exempt by Section 3 of the Securities Act of 1933 from all requirements of the act, with exception of the fraud provisions of Section 17, e.g., any security issued or guaranteed by the United States or any territory thereof or any security issued or guaranteed by an y corporation created and controlled or supervised by and acting as an instrumentality of the government of the United States, pursuant to authority granted by the Congress of the United States.
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  	EXERCISE 

To elect to buy or sell, taking advantage of the right conferred by an option contract; to make use of a privilege, right, or power, as to exercise an employee stock option.
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  	EXERCISE NOTICE

A notice tendered by a brokerage firm to the CME clearinghouse that exchanges an option for a futures position.
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  	EXERCISE PRICE 

The strike price specified in the option contract at which the buyer of a call can purchase the commodity during the life of the option, and the price specified in the option contract at which the buyer of a put can sell the commodity during the life of the option.
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  	EX-INTEREST

Without interest, meaning that the next maturing coupon has been detached.
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  	EXPANSION

A period of business growth, reflected in increased production and consumption, i necessitating an increase in the quantity and rapidity of circulation of money and in the volume of ¬ credits, and usually higher prices; a form of restructuring or business combination including mergers and consolidations, tender offers, joint ventures, and acquisitions.
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  	EXPECTATIONS 

In an economic sense, a description of uncertain future economic variables.
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  	EXPECTATIONS THEORY OF INTERESTN RATES 

A theory that purports to explain the shape of the yield curve, or the term structure of interest rates. According to this theory, long-term rates are determined by investor expectations of future short-term rates. The theory provides the theoretical basis for the use of the yield curve as an analytical tool by economic and financial analysts.
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  	EXPECTED VALUE

The probability weighted value of a variable.
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  	EXPEDITED FUNDS AVAILABILITY ACT

The law under Regulation CC that requires banks, beginning in September 1990, to clear local checks after two business days and outof-town checks after five business days.
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  	EXPENDITURE

An outlay of funds.
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  	EXPENSES

Outflows or other using up of assets or incurrence of liabilities (or a combination of both) during a period from delivering or producing goods, rendering services, orcarrying outother activities that constitute the entity's ongoing major or central operations.
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  	EXPIRATION

To become void, through the passage of time or omission, as with an insurance policy, contract, agreement, etc.
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  	EXPIRATION DATE

The date on which an option contract automatically expires.
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  	EXPORT

Goods and services sold by the United States to foreign households, businesses, and governments.
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  	EXPORT CONTROLS

Governmental controls used to further U.S. national security, foreign policy objectives, and domestic economic goals, i.e., to prevent domestic short-
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  	ages and inflation.
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  	EXPORT-IMPORT BANK

A banking organization established in 1934 that provided assistance in the financing of commodities between the U.S. or any of its territories and any foreign country or the agencies or nationals thereof. Amendments to the act require that the bank should supplement and encourage, not compete with, private capital; that loans should generally be for specific purposes and at rates based upon the average cost of money to the bank as well as the bank's mandate to provide competitive financing and for reasonable assurance of repayment.
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  	EXPORT TRADING COMPANY

A bank owned company permitted to engage in all aspects of international trade, including financing, marketing, taking title to goods, processing orders, warehousing, and transporting. Such companies help small- and medium-size businesses develop overseas markets by providing them with a complete package of export services that include financing, shipping, marketing, and collection.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	EXPOSED NET ASSET POSITION

The net amount of outstanding receivables in excess of outstanding payable with both denominated in a foreign currency.
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  	EXPOSED NET LIABILITY POSITION

The net amount of outstanding liabilities in excess of outstanding receivables with both denominated in a foreign currency.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	EX POST FACTO

Subsequent to prior action; retrospectively.
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  	EXPOSURE

Risks or vulnerability that consumers, businesses, and government borrowers assume when going into debt.
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  	EXPRESS TRUST

A trust stated orally or in writing, with the terms of the trust prescribed (versus a resulting trust and a constructive trust).
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  	EXTENSION

To prolong or postpone, as for a debt; a bond on which the payment of the principal is postponed.
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  	EXTERNAL REPORTING

Financial reporting to stockholders and other parties outside an enterprise.
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  	EXTORTION

The wrongful taking of a person's money or property with his consent but by the use of threat or violence or under pretense of office.
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  	EXTRA DIVIDEND

An additional cash dividend paid out of earnings that are above the normal rate.
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  	EXTRAORDINARY ITEM 

A material event or transaction that is both unusual in nature and infrequent in occurrence, e.g., an expropriation of property by a foreign government or a prohibition under a newly enacted law or regulation.
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  	EXTRAORDINARY REDEMPTION

A redemption of a bond or note that occurs under an unusual circumstance, such as a destruction of the facility financed.
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  	FABIAN SOCIETY

An association established in England, in 1884, to promote the spread of socialism by peaceful means.
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  	FACE AMOUNT

The par value (i.e., principal or maturity value) of a security appearing on the face of the instrument; the amount stated on the face of an insurance policy that will be paid in case of death or at the maturity of the policy.
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  	FACE VALUE

The principal or nominal value appearing on a bond, note, coupon, piece of money, or other instrument; par value.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FACILITY MANAGEMENT

The management of the personnel and equipment related to an electronic data processing service.
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  	FACTOR

An accounts receivable financing institution. The factor typically discounts accounts receivable on a non-recourse, notification basis.
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  	FACTORING

The purchase of current open accounts receivable (discounting) of manufacturers, wholesalers, mills, and converters, on the non-notification plan (not giving notice to customers of the assignment of the invoices) as to assumption of liability by a finance company, entirely without recourses as to credit losses on approved accounts, with limited liability on credit losses, or with full guarantee by the sellers.
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  	FACTORS OF PRODUCTION

Land, labor, capital, and entrepeneurship.
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  	FAILED/ASSISTED BANKS

National banks that have been closed by, or have received financial assistance from the Federal Deposit Insurance Corporation.
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  	FAILS

In security markets, a fail-to-deliverarises when the selling broker or dealer fails to deliver securities as contracted; not to succeed, as in a bank failure.
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  	FAILURES

The condition of having not succeeded as in an economic or business failure; the inability to pay one's debts or to fail to earn the representative rate of return for its line of business; to be declared a bankrupt in a court procedure.
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  	FAIR

Free from bias or injustice; just, honest, impartial, unprejudiced.
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  	FAIR CREDIT BILLING ACT

An act that establishes procedures for the prompt correction of errors on a revolving credit account and prevents damage to credit ratings while a dispute is being settled, enacted in 1974 as an addition to the Consumer Credit Protection Act.
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  	FAIR CREDIT REPORTING ACT

An act passed in 1970 designed to insure fair and accurate reporting of information regarding consumers.
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  	FAIR DEBT COLLECTION PRACTICE ACT

An act passed in 1977 that specifies debt collectors' responsibilities associated with the practice and outlines the requirements and prohibitions involved in the collection of debts.
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  	FAIR HOUSING ACT OF 1968

Legislation that outlaws both public and private discrimination on the basis of race color, religion, sex, or national origins, with respect to all significant aspects of the sale or rental of housing (Title VIII of the 1968 Civil Rights Act).
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  	FAIR HOUSING AMENDMENTS ACT OF 1988

An act that expanded the scope of fair housing provisions of the 1968 Civil Rights Act and gave HUD enforcement responsibilities.
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  	FAIR LABOR STANDARDS ACT OF 1938

Federal legislation dealing with wages, hours, and working conditions that established minimum wage standards, discrimination in wages, and restrictions on child labor.
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  	FAIR MARKET VALUE

The amount that a willing buyer would pay a willing seller in an arm's-length transaction.
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  	FAIRNESS 

The property of an information or management system possessing the ability of being perceived as neutral or impartial.
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  	FAIRNESS OPINION

An opinion expressed by an investment bank to provide an estimate of fair value for a financial activity, such as an LBO, for a fee.
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  	FAIR PRICING

An ethical concept of pricing products and services that allows for the full recovery of all costs plus an equitable profit.
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  	FAIR RETURN

Used principally in connection with earnings of railroad and public utility corporation having monopolistic franchises to indicate that such entities should be allowed to charge only such rates for their services as would yield a reasonable return on the fair value of the assets devoted to providing the service. A fair return involves (1) fair valuation of the property acquired for the services, and (2) fair rate of return thereon.
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  	FAIR-TRADE

An agreement between buyer and
	

	

	















 

  	
  	
  	
  



	




	Page 97

	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	seller to market a product as agreed upon, especially as relating to price.
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  	FAIR USE 

Conditions and circumstances under which a person can use material copyrighted by another.
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  	FAIR VALUE

Fair market value, determined by informed buyers and sellers based on the current exchange price between a willing buyer and seller as evidenced in an arm's length transaction.
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  	FALSE CLAIMS ACT A 1982

act that provides severe penalties for submission of false claims relative to work performed for the U.S. Government.
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  	FALSE ENTRY

A deceitful, misleading, and unauthorized recording or transacting on the books, registers, and other records of a bank, such as when journalizing or posting to the accounts.
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  	FALSE LIGHT IN THE PUBLIC EYE

A tort action under privacy laws prohibiting the placing of the plaintiff in a false light in the public eye.
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  	FALSE REPRESENTATION

A crime involving uttering, declaring, describing, portraying, or presenting oneself or others or documents as something which they are not with the purpose of deceiving.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FALSE REPORTS

Any false entry in any book, report, or statement of any Federal Reserve Bank, member bank, national bank, or insured bank, with intent to injure or defraud such bank, or any other company, body politic or corporate, or any individual person, or to deceive any officer of such bank, or the Comptroller of the Currency, or the Federal Deposit Insurance Corporation, or any agent or examiner appointed to examine the affairs of such bank, or the Board of Governors of the Federal Reserve System, subject to fines not more than $5,000 or imprisoned not more than five years, or both. 18 U.S.C. 1005
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  	FALSE STATEMENTS ACTS

Imposes penalties upon any person who misrepresents true conditions in a statement for the purpose of securing in any form whatsoever either the delivery of personal property, the payment of cash, the making of a loan or credit, the extension of credit, the discount of an account receivable, the execution, making or delivery by any person, firm, or corporation of any bond or undertaking, or the making, acceptance, discount, sale or endorsement of a bill of exchange, or promissory note, for the benefit of either himself, herself, or person, firm, or corporation.
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  	FAMILY FARM BANKRUPTCY ACT OF 1986

Federal legislation establishing bankruptcy law provisions for rehabilitation and reorganization of family farms suffering severe financial problems.
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  	FAMILY OF FUNDS 

A group of mutual funds under the same management company.
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  	FANGS

Financial instruments issued by subsidiaries (federal agencies) of the United States government; Federal Agency Non-guaranteeds.
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  	FANNIE MAE

Federal National Mortgage Association.
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  	FARM BANKRUPTCY ACTS 

Provided for composition or extension of time for farmers to pay their debts and established special rules for troubled family farm borrowers.
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  	FARM COOPERATIVES

Co-ownership and nonprofit entities for farmers, ranches, producers, and others that assist in the production, distribution, and financing activities of such entities.
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  	FARM CREDIT ACTS

General and permanent laws enacted by congress that have particular reference to the Farm Credit Administration or the corporations under its supervisions.
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  	FARM CREDIT ADMINISTRATION

An independent federal agency in the executive branch of the U.S. government having regulatory, examination, and supervisory responsibilities for the banks, associations, and related institutions chartered under the Farm Credit Act of 1971, as amended, which collectively comprise what is known as the Farm Credit System.
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  	FARM CREDIT ADMINISTRATION BOARD

The management board of the Farm Credit Administration, consisting of three-members appointed by the president of the United States with the advice and consent of the U.S. Senate, empowered to approve the rules and regulations necessary for the implementation of the Farm Credit Act of 1971, as amended, and providing for examination and general regulation of the performance of all the powers, functions, and duties vested in each Farm Credit System institution.
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  	FARM CREDIT BANK

A federally chartered instrumentality of the United States with corporate powers relating to the extension of credit to farm-related activities resulting from the merger of Federal Land Bank and the Federal Intermediate Credit Bank in each of the Farm Credit districts.
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  	FARM CREDIT BANK ASSOCIATIONS

Associations that act as agents for originating and servicing the loans of Farm Credit Banks.
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  	FARM CREDIT CONSOLIDATED SYSTEMWIDE DISCOUNT NOTES 

The secured and several obligations of the banks of the Farm Credit System issued in amounts of $5,000 and multiples thereof in book-entry form.
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  	FARM CREDIT COUNCIL

A full-service federated trade association representing the legislative and regulatory interests of the Farm Credit System and provides other services to its membership.
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  	FARM CREDIT LEASING SERVICES CORPORATION 

A member of the Farm Credit System that provides leasing and related services to eligible system borrowers, including agricultural producers, cooperatives, and rural utilities.
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  	FARM CREDIT SYSTEM ASSISTANCE BOARD

A board created to provide financial assistance to Farm Credit System institutions when their stock falls below par, and to assist in restoring system institutions to economic viability, established under the Agricultural Credit Act of 1987.
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  	FARM CREDIT SYSTEM FINANCIAL ASSISTANCE CORPORATION

A corporation created by the Agricultural Credit Act of 1987 that provides capital to help financially troubled system institutions, as authorized by the Assistance Board.
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  	FARM CREDIT SYSTEM INSURANCE CORPORATION

A corporation established by Congress in 1987 to insure the timely payment of principal and interest on notes, bonds, debentures, and other obligations of Farm Credit System institutions.
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  	FARMERS HOME ADMINISTRATION

An administration organized in the Department of Agriculture to assist other federal, state, and local agencies to make their services effective in rural areas including the granting of loans and grants relating to agriculture.
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  	FARM MORTGAGE COMPANIES

Private companies engaged in (1) direct lending on mortgages secured by farm property, financed in some cases by the public sale of obligations secured by the underlying farm mortgages, including certificates representing fractional interests in the specific mortgages; and (2) serving as middlemen in the placement and servicing of farm mortgages with life insurance companies and other investors located at a distance from the location of borrowers.
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  	FARM MORTGAGE FORECLOSURE ACT

Enacted on January 31, 1934, which created the Federal Farm Mortgage Corporation, to aid in the refinancing of farm debts.
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  	FARM MORTGAGES

Mortgages upon farm real estate.
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  	FARM RELIEF ACT OF 1933

An act that provided for farm mortgage relief by authorizing the refinancing of farm mortgages at 4.5 percent through the issuance of government bonds that would be guaranteed as to interest by the government. The act also provided for direct agricultural relief by authorizing the Secretary of Agriculture to force increased farm prices through allocation of production or withdrawal of land from production by leasing it.
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  	FARTHING 

An English copper coin with the smallest denomination and having the value of one-fourth of a penny. In 1960, the farthing was officially withdrawn from circulation because of its extremely low value.
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  	FASCISM 

The governmental form in which the state assumed the sole interpreter of life in all its major aspects, especially in the production of goods and services.
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  	FEAR

A disturbance of the mind and body caused by an imminent threat or evil.
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  	FEDERAL

Referring to a union of states under a central government.
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  	FEDERAL ADVISORY COUNCIL

A council consisting of as many members as there are Federal Reserve districts (12) with powers to confer directly with the Board of Governors of the Federal Reserve System on general business conditions; to make oral or written representations concerning matters within the jurisdiction of the board; and to call for information and to make recommendations in regard to discount rates, rediscount business, note issues, reserve conditions in the various districts, the purchase and sale of gold or securities by Federal Reserve banks, open market operations, and the general affairs of the Federal Reserve System.
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  	FEDERAL AGENCY

An executive branch or independent federal entity established by Congress, with defined purposes and being totally or partially owned by the U.S. government.
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  	FEDERAL AGENCY SECURITIES

Securities representing federally sponsored agencies and the federally related institution securities, e.g., federally sponsored agencies: Federal Farm Credit Bank System, Farm Credit Financial Assistance Association Corporation, Federal Home Loan Bank, Federal Home Loan Mortgage Corporation, Federal National Mortgage Association, Student Loan Marketing Association, Financing Corporation, and the Resolution Trust Corporation; federally related institutions: ExportImport Bank, Commodity Credit Corporation, Farmers Housing Administration, General Services Administration, Government National Mortgage Association, the Maritime Administration, Tennessee Valley Authority, and the Washington Metropolitan Area Transit Authority.
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  	FEDERAL AGRICULTURAL MORTGAGE CORPORATION (FAMC or Farmer Mac)

A federally charted corporation of the United States created by the Agricultural Credit Act 
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  	of 1987 to assist the Farm Credit System in meeting its primary goal by providing direct financial assistance. It facilitated the development of a secondary market for agricultural real estate loans by providing guarantees on securities that represent either interests in pools of such loans or are collateralized by pools of such loans. The money required for FAMC would be raised by having the corporation sell uncollater-alized bonds backed by the full faith and credit of the U.S. government.
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  	FEDERAL ASSET DISPOSITION ASSOCIATION

A private corporation chartered by the Federal Home Loan Bank Board in 1985 to dispose of assets held in receivership by the Federal Savings and Loan Insurance Corporation.
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  	FEDERAL ASSOCIATION

A thrift institution chartered and regulated by the Federal Home Loan Bank Board.
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  	FEDERAL BANK EXAMINATION COUNCIL

A federal council established to instill uniformity in the supervision of financial institutions, authorized by the Financial Institutions and Interest Rate Control Act of 1987.
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  	FEDERAL CREDIT UNION ACT OF 1934

An act that provides for the chartering and supervision of Federal Credit Unions.
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  	FEDERAL CREDIT UNIONS 

Financial cooperatives that aid members by encouraging thrift and by providing members with a source of credit for provident purposes at reasonable rates of interest. Federal credit unions serve associations and occupational and residential groups.
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  	FEDERAL CROP INSURANCE CORPORATION

A federal corporation with the basic purpose of promoting the general welfare by providing crop insurance against loss from unavoidable causes, such as weather, insects, and disease.
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  	FEDERAL DEPOSIT INSURANCE ACT

An act approved September 21, 1950, that established permanent plans for nationwide insurance of bank deposits.
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  	FEDERAL DEPOSIT INSURANCE CORPORATION

An independent executive agency, originally established by the Banking Act of 1933, to insure the deposits of all banks entitled to federal deposit insurance under the Federal Reserve Act and later under the Federal Deposit Insurance Act.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FEDERAL DEPOSIT INSURANCE CORPORATION IMPROVEMENT ACT OF 1991

Legislation providing for major bank insurance fund replenishment and other topics.
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  	FEDERAL FARM CREDIT BANKS CONSOLIDATED SYSTEMWIDE SECURITIES

The joint and several obligations of all Farm Credit Banks, sold through a nationwide selling group managed by the banks' fiscal agency in New York. The selling group consists of both commercial bank and non-bank securities dealers. The securities are in the form of discount notes and bonds.
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  	FEDERAL FARM CREDIT BANKS FUNDING CORPORATION

A federal corporation that manages the sale of the Farm Credit System securities in the nation's money and capital markets through a network of investment dealers and dealer banks.
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  	FEDERAL FARM LOAN ACT

The first major effort on the part of the federal government to provide long-term credit facilities for agriculture, as of July 17, 1916. The act also established standard forms of investment based on farm loans, furnished a market for United States bonds, and created government depositories and financial agents for the United States related to agriculture.
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  	FEDERAL FINANCIAL INSTITUTIONS EMANATION COUNCIL

An interagency body of regulatory agencies responsible for
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  	U.S. depository institutions that establishes principles, standards, and reporting forms for the federal examination and supervision of insured depository institutions, bank holding companies, and savings and loan holding companies.
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  	FEDERAL FINANCING BANK 

Created in 1973, to assure the coordination of federal and federally assisted borrowing from the public and to assure that such borrowings are financed in a manner least disruptive of private financial markets and institutions. The bank has become the vehicle through which most federal agencies finance their programs involving the sale or placement of credit market instruments, including agency securities, guaranteed obligations, participation agreements, and the sale of assets.
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  	FEDERALFUNDS

Immediately available funds at a Federal Reserve bank. Sources of federal funds include excess reserves of member banks, checks on the U.S. Treasury or foreign balances at a Federal Reserve bank, and checks drawn in payment for purchases by the Fed of U.S. government securities.
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  	FEDERAL FUNDS MARKET

A market for unsecured loans between depository institutions in the United States in immediately available funds, primarily reserves held at Federal Reserve banks.
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  	FEDERAL HOME LOAN BANK ACT

Established for the first time a reserve system for home financing institutions, analogous to the Federal Reserve System for commercial banks. It established the Federal Loan Bank Board to provide a permanent credit reservoir for thrift and home-financing institutions through the creation of regional Federal Home Loan banks.
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  	FEDERAL HOME LOAN BANK BOARD

Originally established by the Federal Home Loan Bank Act of 1932, given the authority to charter and supervise federal savings and loan associations by the Home Owners' Loan Act, assigned the direction and management of the Federal Savings and Loan Insurance Corporation, the board functioned as an independent executive agency.
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  	FEDERAL HOME LOAN BANKS

A part of the Federal Home Loan Bank System, under the supervision of the Federal Housing Finance Board, an independent federal agency. The Federal Home Loan banks operate as a credit reserve system for the thrift industry to stabilize the flow of mortgage credit to the public and to provide funds for low- and moderate-income housing programs.
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  	FEDERAL HOME LOAN BANK SYSTEM

Established in 1932 to provide a permanent system of reserve credit banks for savings banks, eligible thrift institutions of the savings and loan type, and insurance companies engaged in long-term home mortgage financing.
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  	FEDERAL HOME LOAN MORTGAGE CORPORATION

(Freddie Mac) Established July 24, 1970, an agency established for the purpose of strengthening the existing secondary markets in residential mortgages insured by the Federal Housing Administration or guaranteed by the Veterans Administration, and assisting in the further development of secondary markets for non-federally insured or guaranteed residential mortgages. The agency was authorized to purchase residential mortgages and interests in mortgages from members of the Federal Home Loan Bank System and from other financial institutions whose deposits or accounts are insured by agencies of the U.S. government, as well as from the Federal Home Loan banks and the Federal Savings and Loan Insurance Corporation.
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  	FEDERAL HOUSING ADMINISTRATION

A federal administration that assists the Department of Housing and Urban Development carry out its responsibilities by administering a mortgage insurance program that helps families became homeowners and facilitates the construction and rehabilitation of rental units.
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  	FEDERAL HOUSINGFINANCE BOARD

The successor agency to the Federal Home Loan Bank Board responsible for the administration and enforcement of the Federal Home Loan Bank Act, as amended, which oversees the Federal Home Loan Banks, and sees to it that they carry out their housing finance mission, remain adequately capitalized, and operate in a safe and sound manner.
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  	FEDERAL INSURANCE CONTRIBUTION ACT (FICA) 

Social security legislation that requires employees to withhold a tax from the wages of each employee under certain conditions. Employers must match the tax of the employee and pay the sum of both taxes to the Internal Revenue Service.
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  	FEDERAL INTERMEDIATECREDIT BANKS

Banks established by legislation in 1923 under Title II of the Federal Farm Loan Act, as amended, intended to discount or purchase short- and intermediate-term notes of farmers and ranchers held by commercial banks and other financing institutions.
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  	FEDERALISM 

A form or philosophy of government emphasizing the power of the central government.
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  	FEDERAL LAND BANK ASSOCIATIONS

Associations of Farm Credit Banks that provide funds for long-term loans, secured by first mortgages on farm and rural real estates, with loans made through Federal Land
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  	Bank Associations.
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  	FEDERAL LAND BANKS 

Banks organized pursuant to the passage by Congress of the Federal Farm Loan Act of 1916, principally to provide long-term farm mortgage loans at reasonable rates of interest. The act also provided for the establishment of local farmer borrowing associations subsequently termed Federal Land Bank Associations, through which the banks made loans.
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  	FEDERAL LAND CREDIT ASSOCIATION

A Federal Land Bank Association that has been given direct long-term real estate lending authority and makes such loans with funds obtained from a Farm Credit Bank.
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  	FEDERAL LOAN AGENCY

An administrative agency created April 25, 1939, to stimulate and stabilize financial, commercial, and industrial activities, including the Reconstruction Finance Corporation and its component corporations, the Federal Home Loan Bank Board, the Federal Housing Administration, the Electric Home and Farm Authority, and the Export-Import Bank of Washington, D.C.
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  	FEDERAL LOAN BANK

One of 12 federal district banks that makes long-term mortgage loans to farmers.
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  	FEDERALLY SPONSORED LENDING AGENCY

An agency or corporation that has been chartered, authorized, or organized as a result of federal legislation for the purpose of providing credit services to a designated sector of the economy, including the Federal Home Loan Bank System, Banks for Cooperatives, Federal Home Loan Banks, the Farm Credit System, the Federal Home Loan Mortgage Corporation, Federal Intermediate Credit Banks, Federal Land Banks, the Federal National Mortgage Association, the Resolution Funding Corporation, and the Student Loan Marketing Association.
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  	FEDERALLY RELATED INSTITUTIONS

Entities that are part of the federal government that do not issue securities directly in the marketplace, including the Export-Import Bank, Commodity Credit Corporation, Farmers Housing Administration, General Services Administration, Government National Mortgage Association, The Maritime Administration, Tennessee Valley Authority, and the Washington Metropolitan Area Transit Authority.
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  	FEDERAL NATIONAL MORTGAGE ASSOCIATION (FNMA or Fannie Mae)

An association that provides a secondary market for Federal Home Administration, Veterans Administration, and conventional loans and is the nation's largest private investor in home mortgages.
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  	FEDERAL OPEN MARKET COMMITTEE

A committee of the Federal Reserve System composed of the 7 members of the board of governors and 5 Federal Reserve bank officials, created to conduct the open market operations of the system involving the buying and selling of securities in the marketplace. The open market operations serve as one of the three basic tools the Federal Reserve uses to conduct monetary policy that influences the cost and availability of money and credit.
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  	FEDERAL PRIVACY ACT

An act that provides for making known to the public the existence and characteristics of all personal information systems kept by every federal agency, allowing individuals to have access to records containing personal information about oneself and allowing individuals to control the transfer of that information to other federal agencies for non-routine use, and requiring federal agencies to maintain accurate records of transfers of personal records to other agencies and outsiders, and to make the reportings available to the individual.
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  	FEDERAL PUBLIC FUNDS

Funds of the U.S. government and funds the deposit of which is subject to the control and regulation of the United States or any of its officers, agents, or employees.
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  	FEDERAL REGULATION

Regulation of business by the federal government, particularly under an expanded concept of the interstate commerce power especially exemplified by the introduction of the New Deal (Roosevelt administration) in 1933. It continues to be a controversial type of business regulation because of the danger of over centralization of such regulation by the federal government, considered by some to be contrary to the federal principle of federal, state, and local government.
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  	FEDERAL RESERVE ACT

Created the Federal Reserve System (38 stat. 251, ch. 6), approved December 23, 1913.
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  	FEDERAL RESERVE AGENT

The chairman of the board of directors of each Federal Reserve bank who is also designated as Federal Reserve agent for the district in which the bank is located and who is the official representative of the Federal Reserve Board of Governors with each Federal Reserve bank. An agent's chief function is to receive applications for the issue of Federal Reserve notes and to secure the approval of the Federal Reserve Board of Governors for their ultimate issue.
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  	FEDERAL RESERVE BANK

Any one of the 12 Federal Reserve banks created under the Federal Reserve Act and operating in one of the 12 Federal Reserve districts. The Federal
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  	Reserve banks are also know as central, reserve, and regional banks.
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  	FEDERAL RESERVE BANK ACCOUNT

An account that every member bank and clearing member bank is required to maintain with the Federal Reserve bank of its district. This account represents the cash balance due from the Federal Reserve bank and for member banks must be sufficient in amount to provide for legal reserve against deposits.
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  	FEDERAL RESERVE BANK BRANCH MODERNIZATION ACT 

Legislation that removed the statutory $140 million cumulative ceiling on expenditures for all branch buildings of Federal Reserve banks and substitutes a requirement of Board approval for the acquisition or construction of branch buildings.
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  	FEDERAL RESERVE BANK COLLECTIONS ACCOUNT

An account appearing in the general ledger and financial statement of a bank that represents the amount of out-of town checks sent for collection through the Federal Reserve Check Collection System that are in the process of collection and not yet available as reserve. It also represents the total of the balances in the Federal Reserve collection ledger in the transit department.
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  	FEDERAL RESERVE BANK NOTES

Circulating notes issued by the various Federal Reserve banks that are now in process of retirement.
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  	FEDERAL RESERVE BOARD OF GOVERNORS

The body upon whom the general supervision and coordination of the Federal Reserve System rests, consisting of seven members, appointed by the President of the United States, with the advice and consent of the Senate, for a term of 14 years, so rotated as to provide for the expiration of the term of not more than one member in any 2-year period. The board has major authority to influence the money supply and credit condition of the nation.
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  	FEDERAL RESERVE BOARD REGULATIONS

Regulations of the Federal Reserve Board of Governors that established the framework for bank behavior and is intended to foster the maintenance of a safe and sound banking system and the fair and efficient delivery of services to bank customers. The board is empowered to set regulations to ensure the smooth functioning of the central bank and its relationships to financial institutions, commercial banks, bank holding companies, and consumer credit. These regulations are the bylaws by which the Federal Reserve System fulfills Congressional policies, defined in various banking legislation since 1913, which have been assigned to the Federal Reserve System for enforcement.
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  	FEDERAL RESERVE BOARD SETTLEMENT

Settlement of balances arising among Federal Reserve banks as the result of inter-district collections.
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  	FEDERAL RESERVE BRANCH BANKS

Banks operating as branches of a Federal Reserve bank.
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  	FEDERAL RESERVE BULLETIN

The official organ of the Board of Governors of the Federal Reserve System. It is issued monthly.
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  	FEDERAL RESERVE CHECK COLLECTION SYSTEM

A collection system authorized by the Federal Reserve Act that requires each Federal Reserve bank to exercise the functions of a clearing house for its member banks.
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  	FEDERAL RESERVE CITIES

The cities in which the 12 Federal Reserve banks are located.
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  	FEDERAL RESERVE CREDIT

Total volume of Federal Reserve credit outstanding representing the supply that the Federal Reserve banks have contributed to member bank reserves and consists principally of earning assets of the Federal Reserve banks.
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  	FEDERAL RESERVE DISTRICTS

The boundaries of the 12 Federal Reserve districts and the location of the Federal Reserve banks and branches.
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  	FEDERAL RESERVE DRAFT

A draft issued by a depository institution that is drawn on its account at a Federal Reserve Bank and that is payable by the Federal Reserve Bank.
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  	FEDERALRESERVEFLOAT

The total amount of funds that the Federal Reserve Banks, in their role as clearing agents, have credited to depositing institutions but have not charged to paying institutions.
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  	FEDERAL RESERVE INTERDISTRICT COLLECTION SYSTEM

A check collection system that provides for the collection of out-of-town items to be collected within another Federal Reserve district through Federal Reserve banks.
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  	FEDERAL RESERVE NOTES

Circulating notes issued by the Federal Reserve banks, as authorized by Section 16 of the Federal Reserve Act, that furnish a major position of the currency in circulation in the U.S. and represent the principal liabilities of the Federal Reserve banks.
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  	FEDERAL RESERVE REGULATIONS

Regulations relating to banking and financial institutions administered by the Board of Governors of the Federal Reserve system and the Federal Reserve banks.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FEDERAL RESERVE ROUTING SYMBOL

Symbols consisting of the first four digits of the transit routing number contained in the MICR line of a check, the first two digits designate the Federal Reserve district on
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  	which a check is drawn while the third and fourth digits designate the payor bank's Federal Reserve territory and classify the institution into one of three Federal Reserve clearing categories: city, regional, or country.
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  	FEDERAL RESERVE SYSTEM

The central banking system of the United States, created by the Federal Reserve Act, approved December 23, 1913. The basic system includes the 12 Federal Reserve banks and their branches and clearinghouses, national banks, state banks, and trust companies that are members of the system brought under the jurisdiction of the Board of Governors of the Federal Reserve System for reporting and reserve maintenance purposes against transaction deposits and commercial or non-personal saving accounts pursuant to the Depository Institutions Deregulation and Monetary Control Act of 1980.
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  	FEDERAL RESERVE SYSTEM ADVISORY COUNCILS 

Significant councils that assist the Federal Reserve Board of Governors carry out their responsibilities, including the Consumer Advisory Council, the Federal Advisory Council, and the Thrift Institutions Advisory Council.
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  	FEDERAL RESOLUTION FUND (FRF)

A fund established in 1989 to liquidate the assets and liabilities of the former Federal Savings and Loan Insurance Corporation.
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  	FEDERAL SAVINGS AND LOAN ASSOCIATIONS 

Under Section 5(a) of the Home Owners' Loan Act of 1933, federally chartered savings and loan associations, regulated by the Federal Home Loan Bank Board; financial institutions in the urban home lending field.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FEDERAL SAVINGS AND LOAN INSURANCE RESOLUTION FUND

A fund administered by the FDIC that is responsible for winding up the affairs of the former Federal Savings and Loan Insurance Corporation.
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  	FEDERAL TRADE COMMISSION

An independent administrative agency of the U.S. government, established in 1915, to serve as the ''watchdog of competition," pursuant to the Federal Trade Commission Act, that provides regulatory authority associated with the prohibition of "unfair or deceptive acts or practices in commerce," anti-trust jurisdiction, and false and misleading advertising.
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  	FEDERAL TRADE IMPROVEMENT ACT

An act passed in 1975 to restricts unfair and deceptive practices in consumer credit markets.
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  	FEDERAL UNEMPLOYMENT INSURANCE TAXES (FUTA)

A social security tax levied on employers that provides unemployment insurance for a limited period of time to individuals who become unemployed.
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  	FEDWIRE

The Federal Reserve System's funds and securities transfer service.
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  	FEE

A commission or charge for services.
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  	FEEDBACK VALUE

The quality of information that helps users to increase the likelihood of correctly forecasting the outcome of past or present events.
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  	FEE SIMPLE

An estate in land characterized by duration, full possession and enjoyment, free alienation, and descendability and devisability to the heirs of the owner.
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  	FEESIMPLEABSOLUTE

Absolute ownership subject to the limitations of police power, eminent domain, escheat, or private restrictions of record.
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  	FEE SIMPLE DETERMINABLE

A fee simple that ends on the happening of a stated condition.
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  	FELONY

A major crime or offense of more serious nature than misdemeanors, commonly punished by imprisonment for more than a year, such as murder or burglary.
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  	FENCE 

A person who receives and disposes of stolen goods.
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  	FHA

Federal Housing Administration.
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  	FHA MORTGAGE

A mortgage loan made by an institutional lender and insured by the Federal Housing Administration, a federal government agency.
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  	FIAT MONEY

Inconvertible or irredeemable money that a government declares shall be accepted as legal tender in payment of debts, but is not covered by an available specie reserve. It consists either of government promises to pay, the quantity of which is regulated, or of undervalued metallic coin coined only on government account, but in no event is there expectation of redeeming either variety in the standard metal.
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  	FICTITIOUS TRADING

Wash trading, bucketing, cross trading, or other schemes that gives the appearance of trading when no bona fide, competitive trade has occurred.
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  	FIDELITY BOND

A bond obtained by an employer to protect against the economic loss of dishonest acts of employees.
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  	FIDELITY INSURANCE

Insurance provided to indemnify employers against loss by reason of dishonesty of employees or on account of the nonperformance of contracts.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FIDUCIARY 

A person or corporation in whom certain property of the principal is entrusted for some purpose specified in the trust instrument; trustee, executors, administrator, guardian, assignee, receiver, committee of estates of lunatics, and others in a position of trust.
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  	FIDUCIARY BOND 

A judicial or surety bond
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  	that provides for protection associated with executorship, guardianship, or trusteeships guaranteeing his or her performance as directed by the court.
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  	FIDUCIARY CAPACITY

Generally speaking, any relationship of confidence and trust involving the highest degree of good faith and loyalty to the interests of another person, including such relationships as trustee, executors, attorneys, brokers, agents, and others.
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  	FIDUCIARY CURRENCY 

Credit money; money no part of which is supported by redemption in metallic reserve.
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  	FIELD BANKING 

A banking network for which concentration services are used. Field banking networks consist of a number of local depository accounts into which company personnel make deposits.
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  	FIELD WAREHOUSE RECEIPT LOANS

Loan made against inventory that is located on the borrower's premises in contrast to a terminal warehouse receipt loan when the goods are located in a public warehouse.
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  	FILE

A collection of documents and records stored and arranged according to some order.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FILING

In law, to submit to the clerk of a court in order to place on record a legal document or statement to serve as the beginning of a routing through the legal process.
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  	FINANCE

The science of managing money closely related to economics and accounting; to raise money necessary to organize, reorganize, or extend an enterprise, whether by the sale of stocks, bonds, notes, borrowing, etc.; the theory and practice of monetary credit, banking, and promotion operations in the most comprehensive sense, including money, credit, banking, securities, investment, speculation, foreign exchange, promotion, reorganization, underwriting, brokerage, trusts, and others; originally, the raising of money by taxes or bond issues and the administration of revenues and expenditures by a government, known as public finance.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FINANCE BILL 

A clean bill of exchange, usually of 60 days tenor or over, drawn by a bank or banker in one country on a bank or banker in another for the purpose of raising funds and especially when the interest rates in the country on which the bill is drawn are lower than in the country where the bill is drawn.
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  	FINANCE CHARGE

The total amount in dollars that is paid to get credit.
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  	FINANCE COMMITTEE

A corporate committee of a board of directors consisting of specialists in finance, who often have the power to supervise the financial affairs of the corporation and report to the board upon its activities; formal committees of Congress.
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  	FINANCE COMMITTEE, U.S. SENATE

A committee of the United States Senate having jurisdiction over major areas affecting individuals and businesses including tax matters, social security, medicare, supplemental security income, family welfare programs, social services, medicaid, unemployment compensation, maternal and child health, tariff and trade legislation and other matters.
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  	FINANCE COMPANY 

Sales finance companies that discount installment sales paper of vendors as well as discount or lend on the pledge of installment or other accounts receivable; personal finance companies, or small loan companies, that specialize in personal loans under small loan laws of the various states; a holding company where the services of the holding company are particularly financial for subsidiaries.
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  	FINANCIAL

Pertaining to money, finance, fiscal and monetary policies, and economics.
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  	FINANCIAL ACCOUNTING

A subset of financial reporting that is concerned primarily with measuring and reporting financial information in a set of basic general purpose financial statements, designed to meet the needs of external users of financial statements of an entity.
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  	FINANCIAL ACCOUNTING FOUNDATION

An independent, non-governmental entity whose board of trustees oversees the basic structure of the accounting standard-setting process in the United States. Its major purpose is to appoint members of the Financial Accounting Standards Board, the Governmental Accounting Standards Board, and Advisory Councils, to raise funds to finance these activities, and provide a general oversight function to the standard-setting process.
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  	FINANCIAL ACCOUNTING STANDARDS BOARD (FASB) 

The authoritative U.S. standard setter for generally accepted accounting principles (GAAP), established in 1973 as the successor to the Accounting Principles Board, operating in the private sector, having seven members appointed by the trustees of the Financial Accounting Foundation. FASB produces Statement of Financial Accounting Standards Statements (SFASs) that establish new or amend existing generally accepted accounting principles.
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  	FINANCIAL AGENT

A bank or trust company acting for a person or business under a trust agreement; an agent of the national government or agencies relating to bond issues.
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  	FINANCIAL ANALYSIS

An analysis performed to identify an organization's major
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  	financial strengths, weaknesses, trends, and relationships.
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  	FINANCIAL ANALYSIS REPORT

A formal report reflecting the results of a financial analysis of a company, including the following elements of good financial reporting: clear presentation of information that goes beyond the minimum reporting requirements and puts company operations in perspective; written commentary that explains why important developments occurred; a timely, consistent, and responsible investor relations program that informs the financial analysts in an unbiased manner; an ability to articulate and communicate the business philosophy and major strategies of management and the ways in which management is organized to carry them out.
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  	FINANCIAL ANALYSTS FEDERATION

An international nonprofit professional organization the members of which are financial analyst societies whose members are engaged in the profession of security analysis and investment management.
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  	FINANCIAL ASSET

An intangible asset the future benefit of which is a claim to future cash, including debt and equity claims.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FINANCIAL BROKERS

Financial institutions or entities that perform the brokerage function.
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  	FINANCIAL ENGINEERING

The development and the creative application of financial technology to solve financial problems, exploit financial opportunities, and to otherwise add value (John Finnerty in 1988).
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  	FINANCIAL FLEXIBILITY

the capacity to adapt to favorable and unfavorable changes in operating conditions.
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  	FINANCIAL FORECASTING

An estimate of the most probable financial position, results of operations, and cash flows for one or more future periods.
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  	FINANCIAL FUTURES

A contract to make or take delivery of a financial instrument at a future date traded either on an exchange in the United States or a foreign country.
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  	FINANCIAL FUTURES MARKET

The market for financial futures contracts representing a standardized agreement to make or take delivery of a specified security or commodity at a specified price on a future date, traded on an exchange in the United States or a foreign country, such as the Chicago Board of Trade (CBOT), the International Monetary Market of the Chicago Mercantile Exchange, and the Financial Instrument Exchange (FINEX).
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  	FINANCIAL INDICATORS

Measures of performance that are widely used by professionals to make forecasts and evaluations, including prime rates of commercial banks, discount rates of the Federal Reserve bank, Federal funds rate, the Dow Jones Averages, NASDAQ indexes, price/earning ratios for
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  	common stocks, cyclical economic indicators, and countless others.
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  	FINANCIAL INSTITUTIONS

Business organizations that offer a broad base of financial services or specialize in specific functions, products, or services, e.g., commercial banks, thrift institutions, investment banks, pension funds, credit unions, investment companies, insurance companies, securities brokers and dealers, real estate investment trusts, stock exchanges and others that deal in money and money equivalents.
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  	FINANCIAL INSTITUTIONS REFORM, RECOVERY, AND ENFORCEMENT ACT OF 1989 (FIRREA)

Federal legislation resulting from the thrift crisis of the 1980s that revised the structure of the deposit-insurance system, creating a new Bank Insurance Fund and a Savings Association Insurance Fund under the management of the Federal Deposit Insurance Corporation, to reform, recapitalize, and consolidate the federal deposit insurance system, to enhance the regulatory and enforcement powers of the federal financial institutions regulatory agencies, and for other purposes.
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  	FINANCIAL INSTITUTIONS REGULATORY AND INTEREST RATE CONTROL ACT OF 1978

Federal legislation including in its 20 titles a variety of provisions relating to supervisory authority over depository institutions, management interlocks, foreign branching, changes in the Savings and Loan Control Act, corespondent accounts, disclosures of material facts, rights to financial privacy, charters of thrift institutions, NOW accounts authorization, interest rate control, the National Credit Union Central Liquidity Facility, Export-Import Bank Act amendments, the Electronic Fund Transfer Act, and other matters.
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  	FINANCIAL INSTITUTIONS SUPERVISORY ACT OF 1966

An act that required compliance by thrift institutions with cease and desist orders issued by the Bank Board to correct unsafe or unsound practices of the institutions, authorizing the Bank Board to remove officers and directors of associations that engage in such practices, or violate law or federal regulation.
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  	FINANCIAL INSTRUMENTS 

Cash, evidence of an ownership interest in an entity, or a contract that has both of the following characteristics which place emphasis on the future receipts, payments or exchange of cash or other financial instruments that ultimately result in cash: (1) the contract imposes on one entity a contractual obligation to deliver cash or another financial instrument to a second entity or to exchange financial instruments on potentially unfavorable terms with the second entity, and (2) the contract conveys to the second entity a contractual right to receive cash or another financial instrument from the first entity or to exchange other financial instruments on potentially favorable terms with the first entity. Financial instruments include: currency, trade receivables and payables, debt securities and common stock, certain insurance contracts, financial futures and forward contracts, interest rate swaps and caps, collateralized mortgage obligations and financial guarantees.
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  	FINANCIAL INTERMEDIARY

Financial institutions associated with the exchange of money between borrowers and lenders in the credit market accomplished either from a direct exchange of credit between borrowers and lenders or from an indirect exchange through a financial institution.
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  	FINANCIAL LEVERAGE

Ratio of debt to equity or ratio of financial charges to operating profit before fixed charges; obtaining capital from debt or preferred shares and using the capital to earn a return by investing in assets.
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  	FINANCIAL MARKETS 

A market that brings together borrowers and lenders (or investors) and establishes and communicates the prices at which they are willing to make transactions.
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  	FINANCIAL PLANNING

The art and science of putting money to work for an individual, company, or other entity; personal financial planning involves the evaluation of a person' s current financial position and financial goals leading to a presentation of a plan to achieve these goals.
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  	FINANCIAL PRODUCT DERIVATIVES

Financial contracts that derive their value from another asset, interest rate, exchange rate, or index, such as mortgage-backed securities and collateralized mortgage obligations; an agreement to enter into interest rate and cross-currency swaps; commodity swaps; caps, floors, and collars; forwards, futures, and options.
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  	FINANCIAL RATIO

A ratio formulated to obtain information relating to trends, relationships, liquidity, solvency, activity, condition, performance used in evaluating a business or financial statements.
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  	FINANCIAL RECORDKEEPING AND CURRENCY AND FOREIGN TRANSACTIONS REPORTING ACT of 1970

The Bank Secrecy Act requiring the reporting of transactions involving currency of more than $10,000.
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  	FINANCIAL REPORTING

Includes not only financial statements but also other means of communicating information that relates to
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  	the information provided by the accounting system intended primarily to provide information that is useful in making business and economic decisions.
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  	FINANCIAL RESPONSIBILITY

The ability of a borrower or prospective borrower to pay debts based on wealth or property; financial worth of a credit risk.
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  	FINANCIAL RISK

The risk the issuer may not be able to perform and comply with all requirements and expectations in issues of debt and equity securities; the risk of unfavorable or negative leverage and of higher costs of money or even threats to solvency associated with the use of leverage beyond the optimum level of capital structure proportions.
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  	FINANCIAL SERVICE CORPORATIONS

A financial institution that provides a variety of financial services in a financial package to the wholesale or retail customer.
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  	FINANCIAL SOLVENCY

The normal condition of a business when current assets are in excess of current liabilities as disclosed by financial statements, showing cash and other liquid assets available for payment of liabilities when due.
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  	FINANCIAL STATEMENTS

The most widely used and most comprehensive way of communicating financial information to users of the information provided by the accounting system and other sources. General purpose financial statements are prepared to meet the needs of the users of financial statements, primarily the needs of investors and creditors. The information provided by financial statements is primarily financial in nature, quantified and expressed in units of money. The information provided is often approximations, rather than exact measures. The measures involve estimates, classifications, summarizations, judgments, and allocations. The basic financial statements include the balance sheet (or statement of financial position), the income statement, a statement of cash flows, and a statement of retained earnings (sometimes combined with the income statement).
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  	FINANCIAL STATEMENT ANALYSIS

A formal method of evaluating financial statements with the purpose of examining past and current financial data so that an entity's performance and financial position can be evaluated and future risks and potential can be estimated. Ratio analysis is widely used in financial statement analysis.
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  	FINANCIAL STRUCTURE 

The liabilities and equity of an enterprise that reflect the way in which assets are being financed.
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  	FINANCIAL SUPERMARKET

A financial services institution that provides a wide range of financial services, e.g., stock, bond, real estate, and commodity transactions, insurance, and banking.
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  	FINANCIAL WOMEN INTERNATIONAL

Formerly National Association of Bank Women, a national organization of women in the financial services industry, headquartered in Chicago, whose purpose is to empower women in that field to achieve their personal, professional, and economic goals while influencing the future shape of the industry, membership includes officers and managers.
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  	FINANCIER

One skilled or engaged in finance.
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  	FINANCING ACTIVITIES

Cash flow activities that are associated with liability and stockholders' equity elements including obtaining cash from creditors and repaying amounts borrowed, and obtaining capital from owners and providing them with a return on their investment; providing funds for operating, investing, or financing activities of a public or private entity.
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  	FINANCING COOPERATION (FICO)

A federal corporation established in 1987 to recapitalize the Federal Savings and Loan Insurance Corporation.
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  	FINANCING CORPORATION (FICO)

A bank established by the Federal Financing Bank Act of 1973 to consolidate and reduce the government's cost of financing a variety of federal agencies and other borrowers whose obligations are guaranteed by the federal government and authorized to purchase any obligation that is issued, sold, or guaranteed by a federal agency.
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  	FINDER'S FEE

A fee for acting as an intermediary in a transaction, often related to real estate transactions and banking.
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  	FINE 

The degree of purity or fineness of a metal expressed in terms of parts, percentages, or carats.
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  	FINENESS

The amount of pure metal in a bar, ingot, or coin; the degree of purity of a metal as expressed in terms of parts, percentages, or carats.
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  	FINGERPRINT IDENTIFICATION

A method adopted by a number of banks and other institutions as a means of certain identification, especially of foreign-born and illiterate depositors.
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  	FINITE LIFE REAL ESTATE INVESTMENT TRUST(FREIT) 

A financial trust designed to sell off its invested holdings within a specific period of time.
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  	FIREWALL

A barrier structured to prevent losses, risks, or illegal activity occurring in one section of a financial institution from having an impact on other parts of the institution.
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  	FIRM

A partnership, professional association,
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  	or business of two or more persons as distinguished from an incorporated company; an expression that denotes steadiness in security or commodity quotations; an unchangeable offer, bid, or commitment.
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  	FIRM COMMITMENT

A bid or offer in a loan or other transaction that is considered legally binding; an agreement by which an underwriter guarantees to sell the entire issue of a company's securities and assumes the risk of being unable to sell all the securities at the offering price.
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  	FIRM QUOTATION

A bid or offer quotation on a security that is good for at least the specified quantity.
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  	FIRST AND CONSOLIDATED MORTGAGE BONDS

Bonds secured by a first mortgage on a part or parts of property as have been consolidated and by a second or even third mortgage upon the rest.
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  	FIRST AND GENERAL MORTGAGE BONDS

Bonds secured by a first mortgage on a part of the property of the issuing corporation and by general mortgage on the rest.
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  	FIRST AND REFUNDING MORTGAGE BOND

A bond secured by a first mortgage on a part of the property of the issuing corporation but constituting a junior lien upon other parts, the debt upon which is being refunded.
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  	FIRST-CLASS PAPER

Gilt-edged or prime paper made or endorsed by concerns that enjoy a nationwide reputation for their products, financial responsibility, and credit standing, used primarily in commercial paper marketed by commercial paper dealers.
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  	FIRST CONSOLIDATED MORTGAGE BONDS

The first (in point of time) consolidated mortgage bonds issued by a corporation.
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  	FIRST GENERAL MORTGAGE BONDS

Literally, the first (in point of time) general mortgage bonds issued by a corporation.
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  	FIRST IN, FIRST OUT

Cost flow assumptions relating to assets such as securities and inventory whereby the costs of the first items purchased are assigned to the first items sold and the costs of the last items purchased are assigned to the items remaining in inventory.
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  	FIRST LEASEHOLD BONDS

Bonds secured by a mortgage on the estate in realty held under a lease, or leasehold, rather than on the property itself.
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  	FIRST LIEN

The first claim or right against property.
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  	FIRST LIEN AND GENERAL MORTGAGE BONDS

Bonds that constitute a first lien on a part of the property of the issuing corporation and a general mortgage upon the rest.
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  	FIRST MORTGAGE BONDS

Bonds secured by a first mortgage upon all or part of the property, as well as earnings, of the issuing corporation.
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  	FIRST MORTGAGE TRUST BONDS

Bonds that are secured by a deposit of other bonds which in themselves are secured by a first mortgage.
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  	FIRST REFUNDING MORTGAGE BONDS

The first (in point of time) refunding bonds issued by a corporation.
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  	FISCAL AGENT

Financial agent whose function is one of the corporate trust functions; a representative of a federal agency, typically a major investment or commercial bank, who assists in the design and pricing of securities and other matters.
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  	FISCAL DRAG

A budget surplus that can have a dampening effect on the economy.
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  	FISCAL POLICY

The coordinated policy of a government with respect to taxation, the public debt, public expenditures, and fiscal management, with an objective, for example, of attempting to stabilize national income of the economy.
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  	FISCAL YEAR

A term used to indicate the accounting year as distinguished from the calendar year, with which it may or many not coincide; any annual period that a business or government entity selects as a basis for closing its books to determine the results of operations and financial condition.
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  	FITCH

A major bond rating service.
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  	FIXED ASSETS

Property, plant, and equipment acquired for use in normal operations and not for resale, long-term in nature and usually subject to depreciation (land is an exception), that possess physical substance; also referred to as plant assets or property, plant, and equipment.
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  	FIXED CAPITAL

Capital invested in fixed, as distinguished from current, assets; the investment in physical facilities and capacity.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FIXED CHARGES

In accounting, those financial expenses that must be paid as they fall due. Fixed charges should not be confused with fixed costs, such as overhead or burden (indirect material, indirect labor, and general administrative costs) that continue regardless of the rate of operation.
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  	FIXEDCOST

Costs that are invariant to changes in the level of output, e.g., rent and interest payments on capital equipment.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FIXED LIABILITIES

Long-term liabilities; long-term debt consisting of probable future sacrifices of economic benefits arising from present obligations that are not payable within the operating cycle of the business, or within a year if there are several operating cycles within a year, including include bonds payable, long-term notes payable, mortgages payable, pension obligations, and lease obligations.
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  	FIXTURES

Any chattels which have been so affixed or annexed to the realty as to become a part thereof and lose their character as personality. In banking, fixtures refer to the mechanical equipment, cages, grill work, etc., found in a bank, as distinguished from furniture or safe deposit vaults.
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  	FLAGSHIP BANK

The largest (lead bank) in a multi-bank holding company.
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  	FLAT PRICE

The price of a bond excluding any accrued interest.
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  	FLEECE

A stock market expression of unfavorable connotation meaning to take advantage of a gullible amateur in speculative ventures or investments and who is either uninformed or misinformed.
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  	FLEXIBILITY

A property of an information system referring to the potential of a system to support the planning and control.
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  	FLIER

A plunge in stocks; a reckless commitment in stock.
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  	FLIGHT TO QUALITY

A reference for a tendency of investors to react to turbulent and dangerous markets to sell their lesser quality securities and put their money in Treasuries or other more secured assets.
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  	FLOAT

To market securities; the value of checks that have been written but not yet collected; an account that holds the out-of-town checks outstanding in the process of collection; the portion of a company's outstanding shares that is held by the investing public, not by insiders.
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  	FLOATATIONCOST

The expenses that a company incurs in connection with offering securities to the public, including such items as underwriter's compensation, legal and accounting fees, printing costs, and others.
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  	FLOATING EXCHANGE RATE A

country's policy of allowing the external value of its currency to be freely determined in the foreign exchange market.
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  	FLOATING RATE

A variable or non-fixed interest rate charged for the use of borrowed money.
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  	FLOATINGRATENOTES 

In commercial bank, long-term public offerings of debt securities, unsecured notes paying interest at rates varying with the yield from time to time on selected money market indicators, such as Treasury bills.
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  	FLOATING-RATE PREFERRED STOCK

Preferred stock whose yield varies with an index. the index may be a market interest rate, the issuer's credit standing, or the issuer's financial position; also called adjustable rate preferred stock.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FLOATING SUPPLY OF SECURITIES

The portion of the listed stocks or bonds of a corporation that is available for trading and speculation.
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  	FLOOD DISASTER PROTECTION ACT

An act requiring mortgage borrowers to purchase flood insurance if they are located in a flood plain in a participating community.
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  	FLOODWAY ZONE

The channel of a stream and adjacent land that is required to carry and discharge the flood wateror flows of any river or stream.
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  	FLOOR

The facility of an exchange where brokers engage in trading; a price established below which others are not acceptable or allowed; a minimum on the interest rate in a contract or on a market value for inventory items, and other events.
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  	FLOOR BROKER

A person eligible to execute a customer order on the trading floor in an exchange.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FLOOR PLANNING FINANCE

A form of inventory financing involving the use of trust receipts; also known as trust receipt financing.
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  	FLOOR TRADER

Professionals on the trading floor of an exchange.
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  	FLOWER BONDS

The popular Wall Street expression for those U.S. government bonds that, when owned by a decedent and part of an estate, are redeemable at par and accrued interest if the secretary of the Treasury is instructed to apply the proceeds to federal estate taxes.
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  	FUNDS ACCOUNTS 

A national statistical system developed by the Federal Reserve Board constructed to show the financial activities of the United States economy in a manner that enables financial activities to be related to the non-financial activities of the U.S. economic functions that turn out income, savings, and goods and services.
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  	FLUCTUATING PRINCIPLE

The principle of selection of securities on the basis of their range of fluctuation in market prices over a full business cycle. The extent of such fluctuation determines the suitability of specific securities for defensive (for greatest stability), as compared with suitability for aggressive purposes (properly timed commitments for profit from a wide range of fluctuation).
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  	FLUCTUATION

The variation of prices up and down. A chart of daily fluctuations can reveal the trend in prices over time.
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  	FLY-BY-NIGHT CORPORATION

Astigmatic term used with reference to a business organized to exploit a highly speculative, unsound, or temporary venture and controlled by officers who have little or no moral or financial responsibility.
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  	FMHA MORTGAGE

A mortgage loan made by the Farmers Home Administration, which is an agency for the United States Department of Agriculture, to the general rural public.
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  	FOOD STAMP PROGRAM 

A federal program designed to make food assistance available to people who need it. These programs are operated in cooperation with states and local governments, administered by the Food and Nutrition Service, an agency of the Department of Agriculture.
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  	FOOTNOTES

Notes or informative disclosures appended to and considered a part of financial statements.
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  	FOR CASH 

A reference to securities or commodities purchased outright for transfer and delivery immediately, for which cash is paid in full.
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  	FORCED CIRCULATION

Fiat money; money that is not supported by a specific reserve, but is decreed to be legal tender in payment of all debts and forced into circulation.
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  	FORCEDLIQUIDATION

Urgent selling; a situation occurring when owners of securities or commodities are obligated to sell their holdings for cash.
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  	FORCED SALE

A sale of property or assets under certain circumstances whereby the owner must make some sacrifice to realize a quick sale, such as the sale of mortgaged property in default as a result of foreclosure; voluntary sale of a debtor's property to satisfy creditors.
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  	FORCE MAJEURE

A clause in a supply contract that permits either party not to fulfill the contractual commitments due to events beyond their control, such as strikes to export delays in producing countries.
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  	FORECAST

A statistical technique that has wide applicability in business. Forecasting requires making judgments about future events based on an analysis of past events and factors that might affect those events in the future.
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  	FORECLOSURE

The process of law by which a mortgagee or anyone having interest in a mortgage (such as a mortgage bondholder), when the conditions of the mortgage have been violated, can compel the mortgagor to redeem the pledge or to forfeits one's right of redemption. It is often a privilege given to the mortgagee upon the default in payment of interest or principal of a mortgage to enforce payment of the debt by terminating the right to redeem the property that it secures.
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  	FORECLOSURE BY ACTION AND SALE

A foreclosure requiring the lender to take court action before selling property held as collateral for a loan.
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  	FORECLOSURE BY POWER OFSALE

A foreclosure stemming from a deed of trust in which the trustee can dispose of the property without court action.
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  	FOREIGN AGENCIES

An economic entity established by domestic banks in foreign countries for specific purposes but not to conduct a general banking business, as distinguished from branches.
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  	FOREIGN BANKING CORPORATIONS

Corporations organized under the Edge Act and those organized under state laws that enter into agreement with the Board of Governors of the Federal Reserve System as to their type of activities and manner of operations (agreement corporations).
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  	FOREIGN BANK SUPERVISION ENHANCEMENT ACT OF 1981 (FBSEA)

An act intended to fill gaps in the supervision and regulation of foreign banks and to ensure that the banking policies established by the Congress were implemented in a fair and consistent manner with respect to all entities conducting a banking business in the United States. The act established uniform federal standards for entry and expansion of foreign banks in the United States and substantially increased the role of the Federal Reserve System in the supervision and regulation of their U.S. activities.
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  	FOREIGN BILLS OF EXCHANGE

Bills of exchange drawn on a foreign drawee and payable in a foreign country. They are the chief means by which settlements are made in international trade. Foreign bills of exchange are classified as to class of maker (bankers' bills, commercial bills, etc.); as to maker's purpose and types of transactions out of which bills arise (drawn against funds, for borrowing purposes, against merchandise, against services, against securities); as to security; as to maturity; as to domicile. Foreign bills can also be classified as commercial bills and banker's bills.
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  	FOREIGN BONDHOLDERS ACTOF 1933

An act that provides for the protection, conservation, and advancement of the interests of the holders of foreign securities in default.
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  	FOREIGN BONDHOLDERS' PROTECTIVE COUNCIL

A nonprofit membership corporation representing U.S., holders of foreign bonds in default in a nonofficial capacity and without benefit of diplomatic sanctions representing a nationally accredited bargaining agency to represent U.S. holders of foreign securities.
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  	FOREIGN BRANCHES

Branches of domestic banks located in foreign countries or branches of foreign banks located in the U.S.
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  	FOREIGNCOLLECTIONS

Include two classes of items; (1) bills of exchange taken by a bank for collection only, and pay able to the account of the customer only when and if paid abroad, and (2) bills of exchange payable in the United States taken from foreign correspondents for credit to their accounts only when and if paid. Foreign collection
	

	

	















 

  	
  	
  	
  



	




	Page 111

	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	items consist of commercial bills of exchange with and without documents attached, money orders, matured bond coupons, matured bonds and bonds called for redemption, traveler's checks, and other items.
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  	FOREIGN CORPORATION

A corporation existing under laws of a state other than the one under which it was organized; for income tax purposes, a corporation that is not organized under U.S. laws (a domestic corporation).
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  	FOREIGN CORRESPONDENT

A bank in a foreign country selected to act as agent for a domestic bank and in which balances are maintained.
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  	FOREIGN CORRUPT PRACTICES ACT

An act that established a legal requirement that publicly held companies must maintain internal accounting controls sufficient to provide reasonable assurances as to the achievement of the accuracy of accounting records and to prohibit bribery-related activities with foreign officials and others. Two major provisions of the act are: (1) it is a criminal offense to offer a bribe to a foreign official, foreign political party, party official, or candidate for foreign political office for the purpose of obtaining, retaining, or directing business to any person, and (2) every public company must devise, document, and maintain a system of internal accounting records to ascertain that the objectives of internal control are attained.
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  	FOREIGN CREDIT INSURANCE ASSOCIATION

A voluntary association comprised of stock and mutual issuance companies throughout the United States providing insurance coverages primarily for credit losses and losses resulting from political upheaval.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FOREIGN CURRENCY BONDS

Bonds of foreign countries issued and payable in the currency of that country but sometimes trade in outside the country of issue.
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  	FOREIGN CURRENCY FUTURES CONTRACT

An agreement between two parties to buy and sell a specified amount of a currency for a set price on a future date.
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  	FOREIGNCURRENCYOPTIONS

Options that provide the holder the right to buy or to sell a currency at a fixed price on or before a future date.
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  	FOREIGN CURRENCY TRANSACTION GAIN OR LOSS 

A gain or loss reported on the income statement that occurs when the exchange rate changes between the date of a purchase or sale on account and the subsequent payment or receipt of cash.
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  	FOREIGN CURRENCY TRANSLATION ADJUSTMENT

The balancing figure that brings the dollar amount of the total liabilities and stockholders' equity of a foreign subsidiary into agreement with the dollar amount of its total assets.
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  	FOREIGN DEPARTMENT

The department of a bank or trust company that handles the part of the business that originates in or is destined to a foreign country.
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  	FOREIGN DEPOSITS

Deposits payable only at an office of a bank located outside of the United States, the District of Columbia, Puerto Rico, Guam, and the Virgin Islands shall not be a deposit for any of the purposes of the Federal Deposit Insurance Act or be included as part of total deposits or of an insured deposit.
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  	FOREIGN DOLLAR BONDS

Bonds issued by foreign governments, foreign municipalities, and business corporations of foreign countries, payable as to both principal and interest in U.S. dollars.
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  	FOREIGN EXCHANGE

Foreign currency; the mechanism by which commercial, investment and other transactions between countries are settled; transferring by individuals or corporations in one country of credits or debits through their banks by obtaining credits or debits on the books of banks in other countries that are corespondents or branches of the banks through which transmission is arranged; a mechanism of effecting payments in a foreign country without the actual shipment of currency or gold.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FOREIGN EXCHANGE BROKERS

Firms that service banks dealing in foreign exchange by receiving bids and offers from banks, communicating relevant foreign exchange information to other banks, and assisting in arranging transactions by bringing the interested banks together.
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  	FOREIGN EXCHANGE INTERVENTION

Operations by central banks in the foreign exchange market for government transactions, as well as on behalf of other central banks and international organizations. Central banks also intervene to influence market conditions or exchange rate movements. All interventions in the foreign exchange market for the United States is conducted by the foreign trading desk at the Federal Reserve Bank of New York.
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  	FOREIGN EXCHANGE MARKET

An institutional framework in major monetary centers where foreign currencies are bought and sold. The foreign exchange market consists primarily of the large New York banks and other banks of the United States and the rest of the world that are in direct communications with one another and foreign exchange brokers and dealers.
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  	FOREIGN EXCHANGE QUOTATIONS

The ratio between a unit of one currency and the amount of another currency for which that
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  	unit can be converted (exchanged) at a particular time.
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  	FOREIGN EXCHANGE RATE CONTRACTS

The generic term in the Basle Agreement for cross-currency interest rate swaps, forward foreign exchange contracts, currency futures, currency options, and similar instruments.
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  	FOREIGN EXCHANGE RISK

The financial risk associated with changing international currency values when international transactions are denominated (to be settled in a currency other than that of the domestic currency).
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  	FOREIGN GOVERNMENT BONDS 

Bonds that are a direct obligation of a foreign government, represented by two classes: (1) external bonds, those marketed and intended for investment by investors in another country and payable as to both principal and interest in the currency of that country, and (2) internal bonds, those marketed primarily in the country of issue and payable in the currency of that country.
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  	FOREIGN INVESTMENT

Foreign ownership of assets in the United States.
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  	FOREIGN INVESTMENT ADVISORY SERVICE

A service jointly operated by the International Finance Bank, the Multilateral Investment Agency, and the International Bank for Reconstruction and Development to advise developing countries, at the request of their governments, on how to attract productive foreign direct investment.
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  	FOREIGN ITEMS 

Checks, drafts, bills of exchange, notes and drafts, and similar items, that are payable in a foreign country.
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  	FOREIGN MUNICIPAL BONDS

Bonds of political subdivisions and cities of foreign countries. Generally, foreign governments add their guarantees to improve the marketability of foreign municipal dollar bonds in the United States.
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  	FOREIGN SALES CORPORATIONS

A corporation that provides U.S. export businesses with important tax benefits.
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  	FOREIGN TAX TREATIES

Tax conventions or agreements between the United States and the government of another country that provide the rules governing the taxation of residents or one country by another. Tax treaties have the same authority as laws contained in the Internal Revenue Code.
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  	FOREIGN TRADE

Trade among nations usually justified on the principle of comparative advantage.
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  	FOREIGN TRANSACTIONS ACCOUNTING

Accounting for business transactions undertaken abroad that requires that the accounting for these transactions by a U.S. company be done in U.S. dollars-the unit of measurement in the United States. Foreign currency transactions are accounted for as follows: receivables, payables, revenues, and expenses are translated and recorded in dollars at the spot rate existing on the transaction date; at the balance-sheet date, receivables and payables are adjusted to the spot rate; exchange gains and losses resulting from changes in the spot rate from one point in time to another are usually recognized in the current period's income statement. The accounting required for forward-exchange contracts, depends on management's intent when entering into the contract: the hedging of an exposed position; the hedging of an identifiable foreign currency commitment; or speculation.
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  	FORFEITURE

The loss or relinquishment of money deposited to secure or bind a contract or part payment of a purchase, as a penalty for nonperformance or noncompliance.
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  	FORGEDINSTRUMENTS

Checks, drafts ,bills of exchange, notes, bonds, stock certificates, and paper money with false signatures or false denominations; false instruments with genuine signatures; counterfeits.
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  	FORGERY

Making or altering any document with the intention of prejudicing another person; false making, counterfeiting, and the alteration, erasure, or obliteration of a genuine instrument, in whole or in part; the false making or counterfeiting of the signature of a party or witness; and the placing or connecting together with intent to defraud different parts of several genuine instruments.
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  	FORM 8-K 

A Securities and Exchange Commission form used to disclose significant changes in firm policies, financial condition, and other matters.
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  	FORM OF ISSUANCE

Registered, bearer, and book-entry forms used when bonds are issued.
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  	FORM 1040 

The U.S. Individual Income Tax return.
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  	FORM 1041

The U.S. Fiduciary Income Tax Return form that an estate or trust must file if it has gross income of $600 or more.
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  	FORM 10-K

The Securities and Exchange Commission's annual report form that must be filed with the SEC within 90 days of a company's fiscal year-end.
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  	FORM 10-Q 

The Securities and Exchange Commission's form for quarterly reports that firms are required to file.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FORMULA PLANS

Plans calling automatically for initial purchases and subsequent changes in investment holdings according to prescribed formulas that seek to avoid errors or fallible judgment by substituting a set of allegedly objective signals indicating when to buy, when to sell, and the proportions of classifications of securities to maintain in
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  	the portfolio, e.g., dollar averaging, constant dollar plan, constant ratio plan, moving average plan, trend plan, intrinsic value plan, and others.
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  	FORTITUDE

A moral virtue that strengthens a person so as to be able to endure or pursue a goal or objective; courage.
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  	FORTUNE 500

The largest 500 industrial corporations by sales compiled annually by Fortune magazine.
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  	FORWARD

In the future; a contractual obligation involving an exchange of a product or financial instrument at a set price on a future date.
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  	FORWARD BUYING OR SELLING

In commodity trading, the purchase or sale of a spot commodity for the deferred delivery instead of immediate delivery.
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  	FORWARD EXCHANGE CONTRACT

An agreement to exchange currencies of different countries at a specified future date and at an exchange rate agreed upon in advance.
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  	FORWARD MARKET

A trading of commodities to be delivered at a future date.
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  	FORWARD RATE OF EXCHANGE

A rate quoted for the delivery of the currency exchanged in 30, 60, or 180 days.
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  	FOUNDATIONS

Nonprofit, non governmental organizations set up as corporations or trusts unusually under state laws to receive funds and to distribute funds for the advancement of human welfare and for other purposes.
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  	FOUNDERS' SHARES

A special form of stock issued to the founders or promoters of a company in remuneration of the promoters' services, as distinguished from common or ordinary stock.
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  	401(K) PLANS

A tax deferred retirement plan in which primary contributions come from the pre-tax deferral of the employee's salary; also called cash or deferred arrangements (CODAs), designed to benefit all employees and comply with nondiscrimination rules and participation standards based on the percentage of income deferred by both the highly paid and lower-paid employees.
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  	403(b) PLANS

A tax sheltered retirement plan named for the applicable section of the Internal Revenue Code to persons employed by a nonprofit entity or a school that limits pretax investments to two categories: annuities and mutual funds.
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  	FRACTIONAL CURRENCY

Coins having a denomination of less than one dollar.
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  	FRACTIONAL RESERVE BANKING

Banking in which only a fraction of a bank's deposits is held in the form of liquid reserves, with the balance lent or invested.
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  	FRANCHISE

A privilege conferred by a government or business giving exclusive rights and privileges.
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  	FRANCHISING

An arrangement between a franchisee and a franchisor to use a trade name and a standardized form of operation for a fee.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FRAUD

A legal concept that requires a conscious knowledge of the falsity with deliberate intent to deceive, including intentional deception, misappropriations, and manipulation of financial data to benefit the perpetrator; a false statement, conduct, or action involving a material fact with knowledge of its falsity with the intent to induce another to rely on it and where damages resulted therefrom.
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  	FRAUDULENTFINANCIAL REPORTING

A reference to the intentional or reckless conduct, whether act or omission, that results in materially misleading financial statements.
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  	FRCS-80 

The communications network of the Federal Reserve that interconnects Federal Reserve bank offices, the Board of Governors, depository institutions, and the Treasury. The network is used for Fedwire transfers, transfers of U.S. securities, as well as for transfer of Federal Reserve administrative, supervisory, and monetary policy information.
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  	FREDDIE MAC

Federal Home Loan Mortgage Company, a private corporation operating with an implicit federal guarantee that buys mortgages financed largely by mortgage backed securities.
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  	FREE BALANCE 

For checking or non-borrowing accounts, the minimum amount in the account that a bank requires the depositor to maintain.
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  	FREE BANKING ACT OF 1838

An act enacted in New York that invited investors meeting certain criteria to associate themselves for banking purposes, an act proclaimed by some as ''equal to the second declaration of independence" in that it began free banking in the U.S.
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  	FREE COINAGE

Coinage of a metal into standard coins without limitation as to quantity, with full legal tender powers, for private persons.
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  	FREE ENTERPRISE SYSTEM 

An economic system in which private citizens are free to own and operate a business for a profit in which competition is a marketplace characteristic and in which the means of production are privately owned; capitalism.
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  	FREEHOLD

An estate in land of uncertain duration.
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  	FREE ITEMS

Checks, matured notes, bankers acceptances, etc., drawn on out-of-town points that are cashed or received for deposit by a bank at part without deduction for exchange or collection charges.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FREE LUNCH

A delusion that something of
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  	economic value can be acquired without a cost.
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  	FREE MARKET

Open markets where prices are determined by free and open competition between buyers and sellers, where volume and prices are free to express truly the prevailing conditions.
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  	FREE SILVER

A term used to denote the use of silver as a standard money.
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  	FREE TRADE

Trade among countries without policy restrictions, as opposed to protectionism.
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  	FREE TRADE AREA

An area in which all barriers on trade among members have been removed, such as the European Free Trade Association and Common Market.
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  	FREE TRADE ZONE

A port designated by the government of a country for duty-free entry of any nonprohibited goods where merchandise can be stored, displayed, and used for manufacturing within the zone and reexported without duties being paid.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FRENDS 

Floating rate enhanced debt securities.
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  	FRIENDLY TAKEOVER

A situation in which the management of the target company recommends to its stockholders that the tender offer be accepted.
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  	FRICTIONAL UNEMPLOYMENT

Unemployed groups including those searching for job as a result of leaving an old job, or entering or re-entering the labor force, or in between jobs.
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  	FRIENDLY TAKEOVER

A form of corporate acquisition in which the acquiring firm makes a financial proposal to the target firm's management and board involving the merger, consolidation, or acquisition of the firm in which the existing shareholders of the target firm would receive cash and/or stock of the acquiring firm, or, in the case of a consolidation, stock in the new firm in exchange for their stock in the target firm, with the management of the target firm usually retaining their positions after the business combination is consummated.
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  	FRINGE BENEFITS

Health maintenance programs, group life insurance, accident-travel insurance, profit-sharing/pension plans and other benefits that are available to employees in addition tooras a supplement to wages and salaries.
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  	FRONT RUNNING

A tactic used to get around the exchanges' open outcry trading procedures whereby brokers trade ahead of large customer orders they are expected to execute, thereby profiting from the market effect of the orders.
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  	FROZEN ACCOUNT

An account that has been suspended in payment until a court order or legal process once again makes the account available for withdrawal.
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  	FROZEN CREDITS

Bank credits or loans that can not be liquidated without financially embarrassing the borrowers and were accordingly extended to prevent bankruptcy; loans renewed or extended as a matter of accommodation to customers on account of a precipitate fall in the price of supporting collateral below the amount of the loan, with the hope of future price betterment and ultimate liquidation of the loan without loss to the lender.
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  	FRNs

Floating rate notes.
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  	FUGGERS

Merchant banks located in Ausburg, Germany, originating in the 14th century, and named after Jakob Fugger the Second, a mint master and mine owner.
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  	FULL DISCLOSURE

An accounting concept that requires that information provided in financial reports be sufficiently complete to avoid misleading users of the reports by omitting significant facts or information; adequate disclosure; revealing information that would be useful in the decision-making processes of informed users.
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  	FULL EMPLOYMENT

Maximum employment, which typically allows for a low percent unemployment.
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  	FULL EMPLOYMENT AND BALANCED GROWTH ACT OF 1978

An act that set 4 percent rate of unemployment and 3 percent rate of inflation as goals for the nation and required improved coordination of macroeconomic policies among the president and the Federal Reserve Board.
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  	FULL LOT

The standard unit of trading for specified stocks and bonds on a securities exchange; also known as a round lot or board lot.
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  	FULLY DILUTED EARNINGS PER SHARE

The amount of current earnings per share reflecting the maximum dilution that would have resulted from conversion, exercise, and other contingent issuances that individually would have decreased earnings per share and in the aggregate would have had adilutive effect.
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  	FULLY PAID STOCK

Stock fully paid forupon which no further subscription installments are due.
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  	FUNCTIONALCOSTANALYSIS SYSTEM 

A service provided by the Federal Reserve System that presents data about the costs of each banking function and compares those costs to average costs of peer banks made available on a no-cost basis to all depository institutions from their regional Federal Reserve Bank.
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  	FUNCTIONAL CURRENCY

The currency of the primary environment in which an entity operates.
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  	FUNDAMENTAL CONDITIONS

The underlying economic factors upon which the state of business, whether active or inactive, moderate or dull, prosperous or depressed, is ascertained.
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  	FUNDED DEBT 

Bonded debt and other long term indebtedness of a business organization or governmental entity.
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  	FUNDING

The process of converting the floating indebtedness of a government or political subdivision thereof, or a business corporation, into long term debt.
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  	FUNDS

Cash or its equivalents, e.g., checks, drafts, money orders, that have a ready market and can be quickly liquidated; liquid funds; in governmental finance, a fiscal and accounting entity with a self-balancing set of accounts that records cash and other financial resources together with related liabilities and residual balances for governmental entities.
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  	FUNDS AVAILABILITY

The time when deposited funds can be used for withdrawal, investment, or compensations for services performed, usually measured in business days from deposit receipt.
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  	FUNDS TRANSFERS

In general, the series of transactions, beginning with the originator's payment order, made for the purpose of making payment to the beneficiary of the order, the term including any payment order issued by the originator's bank or an intermediary bank intended to carryout the originator's payment order.
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  	FUNDS TRANSFER SYSTEM 

A wire transfer network, automated clearing house, or other communication system of a clearing house or other association of banks through which a payment order by a bank may be transmitted to the bank to which the order is addressed.
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  	FUNGIBLE GOODS

Goods of a given class, any unit of which is as acceptable as another and will satisfy an obligation expressed in terms of the class; substitutable.
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  	FUNNY MONEY

The procedure of using securities that have common stock characteristics-such as warrants-that do not affect earnings per share statistics prior to their issuance; counterfeit money.
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  	FUTURE AMOUNT

Value at a later date of a given sum that is invested at compound interest.
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  	FUTURE INTEREST

A legal term that includes reversions, remainders, and other interests that are limited to commence in use, possession, or enjoyment at some future date or time.
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  	FUTURES

Goods, articles, rights, services, and interests in which contracts for future delivery may be traded, available on a registered exchange; contracts with standardized provisions, leaving variable only price and delivery month, dealt in on the contract markets, commodity exchanges licensed by the Commodity Futures Trading Commission to conduct trading in commodities for future delivery, and other commodity exchanges not so regulated; contracts in which the seller agrees to deliver the standard unit quantity of the specific commodity, operating under definitions of the exchange as to basis grade, delivery points, deliverable grades at premiums or discounts relative to basis grade, method of adjustment of premiums and discounts, settlement and delivery procedures, etc.
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  	FUTURES COMMISSION MERCHANTS

Individuals, associations, partnerships, corporations, and trusts that engage in soliciting or in accepting orders for the purchase or sale of any commodity for future delivery on or subject to the rules of any contract market and that, in or in connection with such solicitation or acceptance of orders, accept any money, securities, or property to margin, guarantee, or secure any trades or contracts that result or many result therefrom.
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  	FUTURES CONTRACT

A standardized, transferable legal agreement to purchase or sell a commodity or financial instrument for delivery at a specific time in the future, the price being determined by open outcry auction, and is adjusted daily to the current market.
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  	FUTURES EXCHANGE

Any commodity exchange which provides facilities for futures trading; futures contract markets.
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  	FUTURES MARKET 

A market that enables buyers and sellers to exchange contracts for the future delivery of commodities or financial instruments.
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  	FUTURES TRADING

Trading having as its object the trading in futures contracts.
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  	FUTURES TRADING PRACTICES ACT OF 1992 

An act that reauthorizes the Commodity Futures Trading Commission (CFTC) for two years and contains a variety of measures relating to the regulation of the trading of futures and options contracts.
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  	FUTURE VALUE

The original amount plus the compound interest thereon, stated as of a specific future date.
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  	FUTURE VALUE OF AN ANNUITY

A future amount accumulated at a certain time, assuming an equal periodic deposit and a specified interest rate.
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  	GAINS

Increases in equity (net assets) from peripheral or incidental transactions of an entity and from all other transactions, events, and circumstances affecting the entity during a period except those that result from revenues or investments by owners (FASB).
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  	GAMBLE

Used in speculative circles to mean "play the market" blindly, consisting of making commitments without having a knowledge of business conditions, the technical position of the market, cyclical price movements, or the value of securities traded.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	GAMMA

The rate at which delta changes in reaction to a change in the price of the underlying instrument's price.
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  	GAPANALYSIS

A procedure by which a banker matches maturities of an asset/liability portfolio at a positive spread for a guaranteed profit over the life of the investment by measuring interest rate sensitivity; an integrated financial management policy and asset/liability management procedure. Gap refers to a specific time interval.
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  	GAP FINANCING

Financing provided by a second lender to a borrower when the financing provided by the first lender was insufficient.
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  	GARNISHEE

The person upon whom a garnishment is served.
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  	GARNISHMENT

The legal process, notice, or writ that directs a third party who owes money or other property to the defendant, in a case in which the plaintiff is suing to collect a debt, not to deliver such money or property into the defendant's hands, but to appear in court and answer the plaintiff's suit.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	GARN-ST. GERMAIN DEPOSITORY INSTITUTIONS ACT OF 1980

An act that created the Depository Institutions Deregulation Committee made up of the heads of the federal financial regulatory agencies, the committee being charged with phasing out ceilings on all interest rates offered by financial institutions by 1986.
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  	GARN-ST. GERMAIN DEPOSITORY INSTITUTIONS ACTOF 1982

An act that authorized money market accounts; required the end of the interest rate differential favoring thrifts; gave assistance to financially troubled savings and thrift institutions, a piece of omnibus financial industry legislation that gave most financial institutions major powers and opportunities for competitive innovations, among other things.
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  	GEARING

The choice between debt and equity proportions by a firm.
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  	GENERAL

Belonging to or relating to a class as a whole, as in general and administrative expenses.
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  	GENERAL ACCOUNTING OFFICE (GAO)

An independent nonpolitical agency of the federal government established in 1921 to audit and review federal financial transactions and statements and to examine the expenditures of appropriations by federal units. The GAO is directly responsible to the U.S. Congress.
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  	GENERAL ACCOUNTS

Accounts that appear in a bank's general ledger; all accounts other than accounts with depositors and depositories, i.e., accounts representing balances due to and due from customers.
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  	GENERAL AGREEMENT ON TARIFFS AND TRADE (GATT)

An international organization, associated with the United Nations, that has as its purpose the reduction of tariffs and other barriers to international trade, headquartered in Geneva.
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  	GENERAL AND ADMINISTRATIVE COSTS

Overhead costs that relate to company wide activities such as institutional advertising, executive salaries, and regulatory reporting costs.
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  	GENERAL ASSET CURRENCY

Bank notes that are not secured by a specific pledge of collateral, e.g., specie, bonds, or commercial paper, but that are supported only by the general assets of the issuing banks. There are no current examples of general asset currency.
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  	GENERAL BOOKKEEPER

One who has charge of the general ledger and the general bookkeeping department.
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  	GENERAL BOOKKEEPING DEPARTMENT

The department of a bank that records all transactions affecting the general accounts as distinguished from customers' ac-counts. The function of the department is to summarize the transactions of each of the operating departments of the bank before they are added to or subtracted from the assets, liabilities, or undivided profit account.
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  	GENERAL FIRST MORTGAGE BONDS 

General mortgage bonds.
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  	GENERALIZED SYSTEM OFPREFERENCES

A nonreciprocal trade concession given to certain less developed countries, referred to as beneficiaries, for products exported to industrial nations.
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  	GENERAL LEDGER

An accounting record of a bank or other entity, containing a summary of transactions of the institution including general accounts and controlling accounts for the customers' ledger.
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  	GENERAL LOAN AND COLLATERAL AGREEMENT

Brokers' loans, i.e., stock exchange loans, not usually evidenced by notes, and usually demand loans.
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  	GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP)

The conventions, rules, and procedures necessary to define accepted accounting practice at a particular time; a technical term in financial accounting, including not only broad guidelines of general application, but also detailed practices and procedures.
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  	GENERALLY ACCEPTED AUDITING STANDARDS

Auditing standards developed and approved by the AICPA' s, dealing with training, independence, professional care, planning, internal control, evidence, GAAP, opinion, disclosure, and consistency.
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  	GENERAL MORTGAGE BONDS

Bonds secured by a blanket mortgage upon all the property already subject in whole or in part to prior mortgages.
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  	GENERAL OBLIGATION BONDS

Bonds backed by the ability of the municipality, city, or state to levy ad valorem taxes on all taxable real property, repayable from the general revenues provided from such taxes and from other available revenues, and backed by the full faith and credit and taxing power of the issuer.
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  	GENERAL PARTNERSHIP

An association in which each partner has unlimited liabilities.
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  	GENERAL PROVISIONS AND GENERAL LOAN LOSS RESERVES

Provisions and reserves that are held against future unidentified losses and are freely available to meet any subsequent losses.
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  	GENERAL PRICE INDEX

A measure of aggregate prices of a wide range of goods and services at one time relative to prices during a base period.
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  	GENERAL PURCHASING POWER OF THE DOLLAR

The purchasing power of a dollar over a wide range of goods and services in the economy. The general purchasing power of the dollar is inversely related to the change in a general price index.
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  	GENERAL PURPOSE FINANCIAL STATEMENTS

Financial statements prepared primarily for general users of the financial statements of a company, usually considered to be investors and creditors.
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  	GENERALTELLER

A person who handles most types of transactions, such as issuing travelers' checks, cashing checks, and accepting checking and savings deposits; a universal teller or full-service teller.
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  	GENERAL WARRANTY DEED

A deed stating that the grantor is liable for title defects that were created during his or her ownership and all previous owners.
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  	GEOGRAPHIC ARBITRAGE

A form of arbitrage in which the arbitrager looks for pricing discrepancies across geographically separate markets.
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  	GEOGRAPHIC RISK

A risk associated with economic, political, and currency transfer policy of a country or region, sometimes referred to as the country risk.
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  	GI BILL OF RIGHTS

The Servicemen's Readjustment Act.
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  	GIFT CAUSA MORTIS

A gift made in the expectation of imminent death on condition that the donor die.
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  	GIFT INTER VIVOS 

A gift between the living that becomes absolute during the life of the donor and donee.
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  	GIFT TAX

An excise tax levied upon the privilege of giving.
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  	GILT EDGED

Denotes best quality, superior merit, first class, or highest grade, often used in connection with bonds, notes, acceptances, commercial paper, or other prime investments.
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  	GILT-EDGED MARKET

The UK government bond market.
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  	GINNIE MAE

Government National Mortgage Association.
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  	GIRO SYSTEM 

Developed in the banking system of Germany and emulated by others.
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  	GLOBAL BOND

Bonds that are issued simultaneously in all the world's major markets.
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  	GLOBAL TAX

An income tax system that taxes income without consideration of where it is earned.
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  	GIRO

European countries, giro accounts facilitate transfer of funds from accounts of debtors to accounts of creditors upon receipt of orders from the debtors directly to the bank.
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  	GIVE UP 

In trading in securities or commodities, applied to an order executed by one broker for another broker's customer that the client directs be "given up" to the latter broker.
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  	GLASS-STEAGALL ACT OF 1932

An act that temporarily liberalized the nature of collateral against rediscountable paper, permitted the temporary use of obligations of the United States as collateral for Federal Reserve notes, and required separation of investment activities and commercial banking.
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  	GLOBAL BOND FUND

A fund that invests in the debt securities of companies and countries worldwide.
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  	GLOBAL EQUITY FUNDS

A fund that invests in securities traded worldwide.
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  	GLOBAL FUND

A mutual fund that invests primarily in foreign securities, but also in U.S. multinational firms.
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  	GLOBALIZATION

The act or state of becoming worldwide in scope or application, increasingly applied to the international characteristics of banks and other financial institutions; a concept frequently associated with the evolution of financial markets and institutions to the point where geographic boundaries do not restrict transactions and other activities.
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  	GNMA FUND

A fund that invests in mortgage securities backed by the Government National Mortgage Association; a Ginnie Mae fund.
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  	GNP DEFLATOR

An economic devise for converting a nominal value to a real value.
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  	GOALS AND OBJECTIVES

General statements of what an organization seeks to accomplish through its programs (goals), i.e., a statement of where one wants to go or what one wants to achieve, as in a mission; specific statements which have the same purposes as goals (objectives).
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  	GO-BACKS

Return items.
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  	GOING CONCERN

The condition of a firm or other entity, unless there is evidence to the contrary the assumption is that the entity will continue to operate for an indefinite period.
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  	GOING PRIVATE

An action involving a publicly-owned entity making itself available to investors in whom ownership would be vested.
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  	GOING PUBLIC

An action involving a privately-owned entity making itself available to investors in whom ownership would be vested.
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  	GOLD

A precious metal, used by industry, jewelry, and as a medium of exchange, a store of value, and for hoarding and as a speculative investment vehicle, measured in karats. Pure gold is twenty-four karat.
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  	GOLD BARS

Gold ingots.
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  	GOLD BLOC 

European countries that, during the world-wide wave of gold suspensions in 1921-32, steadfastly clung to the gold standard.
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  	GOLD BONDS

Bonds that by their terms were payable in gold coins "of the present standard of weight and fineness," if demanded, ad distinguished from "currency" or "legal money" bonds.
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  	GOLD BRICK

A stigmatic term used for securities or business ventures that are unsound, worthless, or actually fraudulent, but have, nevertheless, the appearance of soundness and attractiveness.
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  	GOLD BULLION STANDARD

A gold standard without redemption of currency in gold coin.
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  	GOLD CERTIFICATES

Currency issued for public circulation by an act of March 14, 1900, and which are no longer permitted in circulation as provided in the Emergency Banking Act of March 9, 1933.
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  	GOLD CLAUSE

A clause formerly contained in all public obligation, i.e., government bonds, and in many private long-term obligations calling for payment in gold coin, or equal to the "present standard of weight and fineness."
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  	GOLD COINS

United States coins representing legal tender in all payments at their nominal value when not below the standard weight and limit of tolerance provided by law for a single piece and, when reduced in weight below such standard and tolerance, were considered legal tender in valuation in proportion to their actual gold weight. The Gold Reserve Act of January 30, 1934, declared the coinage of gold at an end.
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  	GOLD DOLLAR

A gold coin provided for by the Gold Standard Act of 1900 to Executive Order 6102 of April 5, 1933 that terminated domestic circulation and redemption into gold, and to the Gold Reserve Act of 1934 that nationalized the nation's gold.
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  	GOLD FUND

A mutual fund that seeks long term capital appreciation and invests in shares of gold and sometimes directly in gold bullion.
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  	GOLDEN PARACHUTE 

An arrangement often used in a corporate takeover referring to the providing for excessive benefits to be given to corporate executives should their corporation be acquired in a bushiness combination.
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  	GOLDEN SHARES

The term comes from the British privatization experience and refers to a stipulation, in a general privatization law or in a particular sales agreement, that the government retains one nonvoting share that gives it the power to reject subsequent sale or major capital or physical restructuring of the firm.
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  	GOLD EXCHANGE STANDARD

A system whereby a country keeps its money on a gold basis by keeping it at a substantial parity with the money of a country maintaining a full gold standard.
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  	GOLD FUTURES

A futures contract that calls for the delivery of a specific grade of refined gold in standard bars during one of the specified future months.
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  	GOLD NOTES 

Notes payable in gold coin of the present standard of weight and fineness,
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  	if demanded, in the same manner as gold bonds, which are not currently in circulation.
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  	GOLD POINTS

Gold export and gold import points that fixed respectively the upper and lower limits to the range of open foreign exchange markets for a particular currency in terms of another currency.
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  	GOLD POOL

An informal arrangement established in the autumn of 1961 among the U.S. and the seven major industrial nations of Western Europe that provided for the central banks of these nations to share the burden of intervention in the London gold market to keep price fluctuations within a reasonable range.
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  	GOLDRESERVE

The gold held by central banks and governments that is available for reserve basis for domestic credit expansion of the banking system; gold held, if any, for domestic money in circulation and international balance of payments.
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  	GOLD RESERVE ACT OF 1934

An act authorizing the president to revalue the dollar at 50 to 60 percent of its existing statutory gold equivalent.
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  	GOLDSMITHS

A medieval guild that dealt with precious metals.
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  	GOLD STANDARD

A monetary standard in which the standard unit of money is defined in terms of gold.
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  	GOLD STANDARD ACT OF 1900

An act providing that the gold dollar of 25.8 grains of gold 0.9 fine be the standard of value of the United States and that all forms of money issued or coined by the United States should be maintained at par with gold, and that it should be the duty of the Secretary of the Treasury to maintain such parity.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	GOOD DELIVERY

A requirement that securities deposited with a bank or broker as collateral, or for purposes of sale must be physically genuine; that title is vested in the owner and properly conveyed by him; that they are in negotiable form so that if it becomes necessary to sell them, either through default or failure to respond to a margin call, the bank or broker possesses good title for purposes of sale.
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  	GOOD FAITH

Freedom from or absence of knowledge or circumstances that would put another on notice to make further inquiry; honesty in fact and the observance of reasonable commercial banking standards of fair dealings; honesty in fact in the conduct or transaction concerned.
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  	GOOD MONEY

Federal funds good the same day; a reference to Gresham's Law that states "good money will be driven out of circulation by bad money."
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  	GOOD 'TIL CANCELED ORDERS

Buying or selling orders placed with a broker that are valid until executed, canceled, or countermanded; also known as open orders.
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  	GOOD TITLE

Unencumbered title to property that provides a marketable title.
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  	GOODWILL

One of a group of intangible assets set up on a balance sheet, representing a nonphysical value over and above the physical assets; the earning power of business above that of an average firm in the same business; the money value of the superior earnings, or the premium set upon a going concern in excess of the tangible or book value of the assets.
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  	GOVERNMENT DEPOSIT

Funds of the United States government and its agencies required to be placed on deposit by the Secretary of the Treasury.
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  	GOVERNMENT DEPOSITORY

A bank designated to receive deposits of government funds.
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  	GOVERNMENT DEPOSITS 

Funds of the U.S. government and postal savings deposits deposited with legal depositories.
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  	GOVERNMENT EXPENDITURE MULTIPLIER

The multiplier concept in economics that assets that changes in one category of aggregate spending will have a multiplied effect on the economy.
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  	GOVERNMENT NATIONAL MORTGAGE ASSOCIATION (GNMA or Ginnie Mae)

A corporate instrumentality of the U. S. within the Department of Housing and Urban Development, having no capital stock and with no board of directors, empowered to provide special assistance in the financing of eligible types of federally underwritten mortgages. Practically all such assistance to the mortgage market, funds for which are mostly borrowed from the U.S. Treasury, has taken the form in recent years of the tandem plan, whereby the GNMA buys the mortgages from private lenders at prices better than the market, and in turn sells the mortgages to private investors at market prices.
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  	GOVERNMENT OBLIGATIONS

Marketable securities issued by the United States, state, and municipalities, including Treasury bills, certificates of indebtedness, notes, and bonds. Such obligations are actively traded and are considered very safe as to payment of interest and return of principal.
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  	GOVERNMENT REGULATORY OFFICE

A federal office that (1) has decision-making authority, (2) establishes standards or guidelines conferring benefits and imposing restrictions on business conduct, (3) operates principally in the sphere of domestic business activity, (4) has its head and/or members appointed by the president, and (5) has its legal procedures generally governed by the Administrative Procedures Act.
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  	GOVERNMENT-SPONSORED ENTEPRISES (GSE) 

Off-budget corporations chartered by the federal government empowered to borrow funds in capital markets and lend them to selective sectors at favorable rates, including the Farm Credit System, Federal Home Loan Bank System Federal National Mortgage Association, Student Loan Mortgage Association, College Construction Loan Insurance Association, Federal Agricultural Mortgage Corporation, Financial Assistance Corporation, the Resolution Funding Corporation, Tennessee Valley Authority, Washington Metropolitan Area Transit Authority, United States Postal service, International Bank for Reconstruction and Development, and others.
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  	GRADUATED EQUITY MORTGAGE (GEM)

A mortgage that provides for increased payments on the principal to decrease the loan's maturity that build equity and shorten the loan's maturity.
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  	GRADUATED PAYMENT ADJUSTABLE MORTGAGE LOAN

An instrument that combines the flexible-yield feature of a mortgage with an adjustable interest rate and the low-initial-payment feature of a mortgage with graduated payments; a mortgage with two interest rates.
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  	GRADUATED PAYMENT MORTGAGE

A fixed-interest-rate mortgage in which payments rise gradually for the first few years, then level off for the duration of the loan, designed for home buyers who expect to be able to make larger monthly payments in the near future.
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  	GRADUATE SCHOOL OF BANKING

A school of banking sponsored by the American Bankers Association, established in 1935, offering courses for bankers at the policymaking level and providing advanced education in the history, theory, and economics of banking with the purpose of assisting bank officers in making policy and administrative decisions.
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  	GRAHAM FORMULA

An fundamental investment-timing approach to investing that involves computing a normal or central value for earnings on the Dow-Jones Industrial Average and the yield on Moody's Corporate AAA Bond Average.
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  	GRAIN EXCHANGES

Principal commodity exchanges where grain futures are traded, including the Chicago Board of Trade, Kansas City Board of Trade, and the Minneapolis Grain Exchange.
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  	GRAMM-RUDMAN-HOLLINGS ACT

Legislation that provides for automatic, across the-board spending cuts if Congress fails to meet specified deficit targets.
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  	GRANTOR

A donor; one who bestows a benefit; one who creates a trust; the seller of real property.
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  	GRANTOR RETAINED INCOME TRUST (GRIT)

An irrevocable trust, established by an individual, that has a set period of existence, the trust income of which is paid to the grantor for a period of years specified in the trust instrument. If the grantor outlives the term of the trust, the trust terminates and the trust assets are distributed to named beneficiaries. If the grantor dies before the term expires, the trust terminates and its assets revert back to the grantor's estate.
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  	GRANTS

Contributions from other governmental units to be used for specific purposes.
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  	GRATUITY 

A gift, donation, or benefit. Limits are placed upon bank official for making gratuities to specified bank examiners and others.
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  	GREED

The vice of avarice or the inordinate pursuit of or desire for wealth and riches.
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  	GREENBACKS

Inconvertible notes authorized by three acts of Congress, the first of which was that of February 25, 1862, during the Civil War inflation period, and were the result of wartime needs; a popular name referring to U.S. paper currency.
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  	GREENMAIL

A situation involving the sale of shares, by the hostile acquiror, back to the company in a takeover, often resulting in a handsome profit to the acquiror.
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  	GRESHAM'S LAW 

A monetary principle named after Sir Thomas Gresham, Master of the English Mint under Queen Elizabeth, who while not the first to recognize it, was the first clearly to enunciate it and give it official standing. This principle is that an overvalued money of equal legal tender power tends to displace an undervalued money; the bad money supplants dearer money.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	GROSS DEPOSITS

Aggregate bank deposits, without any exclusions or deductions, including all types of demand and time deposits.
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  	GROSS DOMESTIC PRODUCT

The U.S. government's measurement for the overall economy; the appropriate measure for much of the shorter-term monitoring and analysis of the U.S. economy.
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  	GROSS MARGIN

The excess of sales revenue over cost of goods sold.
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  	GROSS NATIONAL PRODUCT (GNP)

The nominal value of all goods and services produced in the economy in a given year, calculated either by the expenditure approach or the income approach.
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  	GROUP BANKING

The form of multiple banking control that, although similar to branch and chain banking, differs in that a holding company controls the group of banks.
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  	GROUP OF 5 (G5) 

An International Monetary Fund group consisting of IMF member countries whose currencies constitute Special Drawing Rights.
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  	GROUP OF 7 (G7) 

An International Monetary Fund group consisting of the major industrial countries whose heads of state meet annually at economic summits.
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  	GROUP OF 10 (G10) 

An International Monetary Fund group formed in 1962 in conjunction with the establishment of the General Arrangements to Borrow, under which the governments of eight members and the central banks of two others make resources available to the IMF for drawings by participants, and under certain circumstances, finance drawings by non participants.
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  	GROUP OF 24 (G24)

A group formed at the 1972 Lima meeting of the Group of 77 to represent the interests of the developing countries in negotiations on international monetary matters.
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  	GROUP OF 30 (G30) 

An international group that developed a structure for the clearance and settlement of international securities transactions.
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  	GROWING EQUITY MORTGAGE

A rapid payoff mortgage that combines a fixed interest rate with a changing monthly payment.
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  	GROWTH AND INCOME FUND

A mutual fund that seeks to provide long-term growth of capital and current income that generally invests in high-yielding equity securities and is designed for conservative investors seeking a growing level of dividend income.
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  	GROWTH FUND

A mutual fund with capital appreciation as its major objective.
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  	GROWTH STOCKS

A popular designation for common stocks in companies experiencing substantial growth well above the average for common stocks in general, reflected in substantially higher per share earnings, dividends, asset values, and market values.
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  	GUARANTEED BONDS

Bonds, the payment of the principal, interest, or both, that have been guaranteed by a party other than the original debtor.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	GUARANTEED INVESTMENT CONTRACT

Public bonds that typically promise a fixed rate of return for relatively short periods, representing third-party guaranteed bonds that are collateralized issues secured by assets whose value exceeds the outstanding face value of the bond issue.
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  	GUARANTEED MORTGAGE CERTIFICATES

Mortgage-backed bonds issued by the Federal National Mortgage Association and the Federal Home Loan Mortgage Corporation, and passthrough securities guaranteed by the Government National Mortgage Association (GNMA) and issued by private mortgage lenders against specified pools of Federal Housing Administration, Farmers Home Administration, or VA-guaranteed mortgages.
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  	GUARANTEED STOCKS 

Shares of stock, preferred or common, the payment or dividends on which have been guaranteed by a corporation other than the issuer.
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  	GUARANTEE RURAL HOUSING LOAN PROGRAM

An FMHA loan guarantee program whereby loans made by commercial lenders to moderate-income rural residents guaranteeing participating lenders against most losses.
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  	GUARANTOR

A surety; one who guarantees payment.
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  	GUARANTY 

A contractor under taking in which the signor, i.e., guarnator, engages that the promise of another shall be performed, usually the payment of a debt or the performance of a contract.
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  	GUARDIAN 

A person who has the legal power to control the person and/or estate of a minor, including guardianships by nature or by birth, by society, testamentary guardianships, guardianships by deed, and general guardianships created by order of a court.
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  	GUARDIAN AD LITEM

A person appointed by a court to represent the interests of a minor in a lawsuit.
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  	GUARD KEY

Passkey; the bank key that, with the customer's key, allows access to a safe deposit box.
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  	GUILDER 

Currency of The Netherlands.
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  	HALF CROWN

An English silver coin with a value of 2.5 shillings, and hence also known as a "two and six," first coined in 1551.
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  	HALF-DOLLAR

A unit of U.S. subsidiary coinage.
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  	HALF EAGLE

A former U.S. gold coin with a value of $5.
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  	HALFPENNY

An English bronze coin.
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  	HALF SOVEREIGN

An English gold coin (10 shillings) that is no longer in circulation.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	HALLMARK

An official mark attesting to the purity or a standard.
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  	HAMILTON, ALEXANDER

American statesman and first Secretary of the Treasury, 1757-1804.
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  	HARASSMENT 

A civil action provided for in federal statutes to restrain harassment of a victim or witness in situations where a course of conduct directed at a specific person causes substantial emotional distress in such person and serves no legitimate purpose.
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  	HARD CASH 

Denotes metallic money as distinguished from paper money; loosely used to denote cash assets, whether actual currency or bank balances, as distinguished from notes, receivables, inventories, and marketable securities.
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  	HARD MONEY

Currency possessing a high level of confidence.
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  	HARDWARE

The mechanical components of a computer system, including central circuitry and peripheral equipment such as modems, printers, and monitors.
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  	HAZARD INSURANCE

Insurance related to real estate that includes protection against various hazards including loss from fire, certain natural causes, malicious mischief, and vandalism.
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  	HEALTH AND HUMAN SERVICES, DEPARTMENT OF

A department of the executive branch of the U.S. government including the Office of Human Development Services, Public Health Service, Social Security Administration, Health Care Financing Administration, and Family Support Administration.
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  	HEAD TELLER

A teller who acts as custodian of the reserve cash in the bank's vault and who sees that an adequate supply of cash is on hand to meet the normal demands of the bank's customers; a teller manager.
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  	HEDGE

A form of protection used among traders or dealers in securities or commodities designed to prevent loss through price fluctuation; the process of protecting one transaction by means of another.
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  	HEDGE FUND

A form of private partnership that utilizes strategies directed at protecting investors against a market correction or downturn, typically involving investments exceeding $100,000 and leverage.
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  	HEIR

A person, also known as an heir-at-law, who is entitled to the real property, or a proportionate share thereof, left by a deceased person who made no will, i.e., a person who succeeds to an intestate estate; any person who is created successor of an estate by the operation of law or by will; a lineal descendant, or one in the direct or indirect line of a decedent.
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  	HERFINDAHL INDEX

A measure of industry concentration, calculated as the sum of the squares of the market shares of all firms in an industry, sometimes used to guide decisions related to the possible anti-competitive effects of horizontal mergers.
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  	HH SERIES SAVINGS BONDS

U.S. government bonds.
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  	HIDDEN RESERVE

A so-called reserve or surplus, created by undervaluing assets or overstating liabilities, that is not apparent from an examination of the financial statements, reflecting an inappropriate accounting procedure; an undisclosed reserve; accumulated after-tax retained profits that are not disclosed on a balance sheet and not permitted by the Federal Reserve Board for U.S. banks or bank holding companies to maintain.
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  	HIDDEN UNEMPLOYMENT

Unemployment reflecting the fact that some people may become discouraged and quit looking for jobs that may exist and therefore are not counted in the unemployment statistics.
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  	HIGH COST MORTGAGES

Any loan secured by a consumer's principal dwelling in which either (1) the annual percentage rate exceeds one-year Treasury bills by more than 10 percentage points, or(2) carries fees payable to the lender by the borrower that are higher than 8 percent of the loan amount, or $400, whichever is greater.
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  	HIGH DOLLAR GROUP SORT

A Federal Reserve check collecting program with late deposit deadlines for specific noncity finan-
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  	cial institutions designated by the Federal Reserve to be receivers of large check presentments.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	HIGHER EDUCATION ACT OF 1965

Legislation that established the Student Loan Marketing Association (Sallie Mae) that provided liquidity for various types of student loans.
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  	HIGH FINANCE

The unwarranted or speculative use of funds belonging to others; any situation in which the money of other people is used by a person or concern in a speculative manner; the practice of borrowing to the utmost limit on one's assets.
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  	HIGH-GRADE INVESTMENTS

Investments of superior merit, such as obligations of governmental units.
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  	HIGHLY-LEVERAGED TRANSACTION

A transaction in which credit is extended in connection with mergers, acquisitions, corporate restructuring, and similar activities where the credit results in an organization that has a relatively large debt/asset ratio.
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  	HIGH-YIELD BONDS

Junk bonds; low grade, speculative bonds below investment grade, given S&P credit ratings of BB, B, CCC, or CC.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	HISTORICAL COST

The cost of an asset or liability when acquired or incurred.
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  	HISTORICAL COST PRINCIPLE

A major accounting principle that states that assets and liabilities are recorded in the financial statements at the exchange price of a transaction at the time the transaction occurs; acquisition cost principle.
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  	HISTORIC DISTRICT

An area specially designated by the city, state, or other entities to preserve the historic and architectural past and character, through the regulation of neighborhood and exterior building changes.
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  	HOARDING

Storing money or other asset in a secret place, usually arising during a panic or period of shortage.
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  	HOKEYS 

A nickname given to Home Owners' Loan Corporation bonds.
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  	HOLD

A banking procedure used to note that an amount of a customer's balance is retained intact until an item has been collected, a check or debit comes through for posting, or there are no existing liens or holds on or against deposits and accounts.
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  	HOLDBACKS

Retainage on certain real estate construction loans in which lenders hold back a percentage of each advance to the borrower to ensure that contractors complete the job as required under the contract.
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  	HOLDER

The bearer in possession of an instrument; the payee or endorsee of a bill of exchange, check, or note; the person who holds an equitable title to an instrument.
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  	HOLDER IN DUE COURSE

A holder who takes an instrument for value, in good faith, and without notice that it is overdue or has been dishonored or of any defense against it or claim on the part of any person.
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  	HOLDING COMPANY

A parent corporation that owns all or the majority of the stock of constituent subsidiaries, or a corporation whose lesser holding of stock in other corporation is based on control and investment motives.
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  	HOLDING COSTS

Costs or expenses incurred in the process of holding real estate owned for sale, including real estate taxes, insurance, maintenance and upkeep, and interest.
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  	HOLDING GAINS AND LOSSES

Gains and losses resulting from holding assets over time as their prices change, either realized or unrealized.
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  	HOLDOVERS

In bank clearings and collections, checks and other items that because of errors or irregularities, are held over as cash until the following day, or until the irregularity can be adjusted.
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  	HOLOGRAPHIC WILL

A signed and dated will written entirely in the testator's own handwriting.
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  	HOME BANKING 

The use of electronic payment systems, electronic funds transfer systems, videotex, or other computer-related systems by the consumer to access bank accounts, credit lines, or other bank services as his or her residence.
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  	HOME DEBIT

A self-check; used among bank employees to designate checks deposited for credit or presented for payment at the bank on which they are drawn.
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  	HOME EQUITY INSURANCE 

A financial product for homeowners that insulates homeowners against future declines in the market value of their property through an equity insurance program which provides a method of hedging against unfavorable real estate value shifts-insurance coverage is tied to movements in an index for a specific geographic area.
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  	HOME EQUITY LOAN

A loan that allows the borrower to use the equity in his or her home as collateral for a line of credit or for revolving credit.
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  	HOME EQUITY LOAN CONSUMER PROTECTION ACT

Legislation that establishes broad standards of disclosure in lending contracts designed to provide adequate disclosure to consumers, effective November 6, 1989. The act prevents lenders from changing the terms of their written agreements unilaterally, restricts bait and switch advertising, requires disclosure of key costs and terms, and other regulations.
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  	HOME FINANCING 

Financing associated with the purchase or construction of a home se-
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  	cured by a mortgage.
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  	HOME IMPROVEMENT LOAN

Short-term loans for the purpose of renovating or repairing a personal residence, usually not secured by a mortgage.
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  	HOMELESS ASSISTANCE ACT OF 1987

An act that created new programs to assist the homeless.
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  	HOME MORTGAGE DISCLOSURE ACT

Legislation requiring depository institutions to disclose the geographic distribution of their mortgage and home improvement loans and to disclose information about their home mortgage activities to the public and to government officials to enable such parties to determine whether institutions in metropolitan areas are meeting the housing credit needs of their communities.
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  	HOME OWNER'S EQUITY ACCOUNT 

A credit line offered by banks and brokers that allow home owners to borrow the equity in a home, representing a form of a revolving credit account.
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  	HOMEOWNERS' LOANACT

An act approved June 13, 1933, that provided for the creation of the Home Owners' Loan Corporation to provide assistance in the financing of homes and permitted the granting of federal charters to savings and loan associations.
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  	HOMEOWNERS' LOANCORPORATION

An emergency agency created by the Home Owners' Loan Act of 1933 with the purpose to refinance mortgages on homes on a long term basis at low interest rates for those who were in urgent need of funds for the protection, preservation, or recovery of their homes and who were unable to procure the needed financing through normal channels.
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  	HOME OWNERSHIP MADE EASIER (HOME)

A savings and equity program designed to give first-time buyers affordable housing, requiring that home buyers contribute savings into a participating bank, thrift, or other lending institution that would be matched by the federal government. The federal matching funds used in purchasing a house would be converted into a second mortgage or deed of trust. The house purchaser would pay back the government's deposit at a relative low rate of interest.
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  	HOMESTEAD EXEMPTION 

A sum of money or other assets given or made available to the debtor from the proceeds of the sale of one's residence if it is sold by creditors to satisfy a debt.
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  	HONOR

To pay a check or demand draft when it is presented to the drawee for payment; to accept a time draft or other time instrument when it is presented at maturity, as when a bank honors a check when it pays it.
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  	HORIZONTAL ANALYSIS

A procedure used in financial statement analysis that indicates the absolute or proportionate change over a period of time especially helpful in identifying and evaluating a trend.
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  	HORIZONTAL INTEGRATION

The combination of firms in the same lines of business or markets.
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  	HORIZONTAL MERGER

One form of expansion accomplished by merging with a firm producing a similar product.
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  	HOSTILE TENDER OFFER

A situation in which the management of the target company recommends to its stockholders that the tender offer be rejected.
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  	HOT DEPOSITS

Short-term CDs, Eurodollars, and overnight borrowings from commercial customers and financial institutions sometimes used to affect profit or disguise potentially serious earnings or liquidity problems.
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  	HOUSE BANK

A banking cooperative for the House of Representative's members wherein members deposited their government payroll checks. It performed other financial services for members and came under attack in recent years because of abuses.
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  	HOUSEOFROTHSCHILD

A banking dynasty established in the Jewish quarters of FrankurtAm-Main; literally, rot Schild, or red signboard.
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  	HOUSING ACT OF 1934

An act that established the Federal Housing Administration (FHA), subsequently amended, to encourage improvement in housing standards and conditions, to provide a system of mutual mortgage insurance as an aid to builders and buyers of homes and to mortgage-lending institutions, to encourage the flow of private capital into residential financing on a protected basis, and for other purposes, authorized to insure mortgage loans made for a variety of purposes, mostly related to residential housing.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	HOUSING ACT OF 1949

An act that provided grants to state and local governments for community planning and urban renewal and established national a goal of a decent home and a suitable living environment for every American family.
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  	HOUSING ACT OF 1964 

An act that permitted federally chartered associations to offer unsecured loans for educational expenses, expanded the area in which an institution could lend from a radius of 50 miles to 100 miles from the main offices, and which contained additional provisions.
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  	HOUSING ACT OF 1968

An act that amended the charter of the Federal National Mortgage Association to turn the former government agency into a private organization to purchase mortgages in the secondary market.
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  	HOUSING AND COMMUNITY DEVELOPMENT AMENDMENT ACT OF 1981

An act that established requirements for targeting very low-income persons.
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  	HOUSING AND COMMUNITY DEVELOPMENT ACT OF 1987

An act that created the Neighborhood Reinvestment Corporation which institutionalized the development of Neighborhood Housing Services programs begun by the Urban Reinvestment Task Force to revitalize decaying neighborhoods.
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  	HOUSING AND COMMUNITY DEVELOPMENTACT OF 1992 

An act that addressed housing, community development, crime, and other issues.
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  	HOUSING AND URBAN DEVELOPMENT,DEPARTMENT OF

A federal agency established September 9, 1965, that is principally responsible for programs concerned with the nation's housing needs, the development and preservation of the nation's communities, and the provision of equal housing opportunity for every individual.
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  	HOUSING AND URBAN-RURAL RECOVERY ACT

An act providing for a housing voucher program, rental rehabilitation, and other programs.
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  	HOUSING ASSISTANCE PLAN

A plan that determines housing needs, sets goals, and establishes local policies for the location of State and federally assisted housing for lower income persons.
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  	HOUSING BONDS

Revenue bonds secured by mortgage repayments on homes and rental buildings issued by state and local housing authorities.
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  	HOUSING FINANCE

The art and science of mortgage financing for homes.
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  	HOUSINGTHE HOMELESS

A Farmers Home Administration's program whereby the FmHA offers single-family housing inventory property to nonprofit organizations or public bodies for transitional housing for the homeless in which non-dicscrimination in employment and occupancy is required.
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  	HUMPHREY-HAWKINS ACT

An act that reaffirmed and enlarged upon the commitment of the Employment Act of 1946 by declaring that it is a national objective to provide full opportunities for useful employment to all Americans willing and able to work and legislated for the first time a national commitment to reduce the rate of inflation. The act also recognized the need for coordination of monetary and fiscal policies, and to that end established new procedures and requirements for the President, the Congress, and the Federal Reserve System.
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  	HYBRID INSTRUMENTS

Financial instruments that combine features of debt and equity, e.g., convertible debt.
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  	HYPERINFLATION 

A reference to a period of time when the inflation rate is excessive, on the order of 50 percent or more per month and during which period the monetary system often fails and exchanges become based on barter.
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  	HYPOTHECARY VALUE

Loan value; collateral value; the value of securities or other collateral when placed on deposit with the lender as a pledge for the payment of a loan.
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  	HYPOTHECATED DEPOSITS

Funds received by the reporting institution that are recorded as deposits generally in accordance with state law and that reflect periodic payments by a borrower on an installment loan. The payments accumulate until the sum of the payments equals the entire amount of principal and interest on the loan, at which time the loan is considered paid in full.
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  	HYPOTHECATION 

The deposit of securities or other collateral, as a pledge for the payment of a loan.
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  	HYPOTHECATION CERTIFICATE

A certificate attached to a bill of exchange drawn against a shipment of goods, that describes the nature of the shipment and authorizes the banker buying the bill to dispose of the goods in case payment or acceptance of the bill is refused; also known as a letter of hypothecation.
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  	I
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  	IDLEMONEY

Loose funds not being employed; money awaiting investment; free capital.
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  	ILLEGAL

In violation of statutes, rules, and regulations.
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  	ILLEGAL ACTS

Acts that are contrary to established law or regulation, encompassing such matters as illegal political contributions, bribes, kickbacks, and other violations; in auditing, illegal acts by clients attributable to an entity or acts by management or employees acting on behalf of the entity.
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  	ILLIQUID 

Not readily convertible into cash.
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  	IMMEDIATE ANNUITY

An annuity requiring the payment of a fixed sum of money so that the annuity begins paying income immediately (no later than 12 months after one purchased the annuity).
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  	IMMUNIZATION

A bond management plan to minimize risk while retaining a degree of management discretion to pursue lower costs or higher returns, usually requiring the creation of a portfolio of bonds whose value coincides with the present value of a given schedule of liabilities and whose duration, or interest rate sensitivity, is the same as that of the liabilities.
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  	IMPAIRED CAPITAL

A deficiency in capital resulting from operating losses.
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  	IMPAIRED CREDIT

Weakened or diminished credit, usually the result of a breakdown in one or more of the essential element of a credit risk, moral risk, business risk, or property risk.
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  	IMPECUNIOUS

Without money.
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  	IMPERIAL BANK OF INDIA

Formerly the outstanding commercial bank of India, founded in 1921 under the Imperial Bank Act of 1920, nationalized by act of the Indian Parliament in 1955 and its functions transferred to a new State Bank of India.
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  	IMPLICIT COST

A cost that is implied in a contract or activity but is never paid when finding the cash price of an asset.
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  	IMPLICIT INTEREST

A cost implied in a contract in which the implicit interest rate equates the present value of payments on a note with the face of the note.
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  	IMPLIED TRUST

A trust created by operation of law or judicial construction instead of by express language, orally, or in writing.
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  	IMPORT QUOTA

One of the quantitative types of restrictions upon foreign trade that sprang up as a result of balance-of-payment difficulties among trading nations in the early 1930s; a direct type of import restrictions.
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  	IMPORTS

To bring in merchandise, products or goods from a foreign country for sale, use, or other purposes.
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  	IMPOUND ACCOUNT

An escrow account established to provide funds to maintain payment of taxes and insurance, often on a residential mortgage that exceeds 80 percent of the property value.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	IMPREST SYSTEM

A method to account for petty cash by maintaining a constant balance in the petty cash account, supported by the fund (cash plus disbursement tickets) totaling the same amount.
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  	IMPRINTING

A form of encoding, e.g., with magnetic ink characters.
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  	IMPROVEMENT BONDS

A subclassification of municipal bonds consisting of bonds issued by a municipality or district for the erection of public works or other improvements.
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  	IMPROVEMENT MORTGAGE BONDS

Bonds secured by a junior mortgage to provide for improvements or additions.
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  	IMPUTED COSTS

Expenditures that are attributable to the use of one's own factor of production are imputed costs, such as the use of one's own capital.
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  	IMPUTED INTEREST RATE 

The rate that equates the present value of the payments with the face of the note but which is determined by factors not associated with the note transaction.
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  	INACTIVE ACCOUNT

Dormant account; a bank account that shows a stationary or declining balance and against which both deposits and withdrawals are infrequent; a broker's account that shows few transactions.
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  	INADVERTENT ERROR

A mechanical, electronic, or clerical error that an official demonstrates was not intentional and occurred notwithstanding the maintenance of procedures reasonably adapted to avoid such errors.
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  	INCIDENCE OF TAX 

The point at which the burden of the tax ultimately rests.
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  	INCOME

Amounts resulting from the deduction from revenues, or from operating revenues, of cost of goods sold, other expenses,
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  	and losses; the excess of revenue over expenses for an accounting period, as used in net income; the change in equity (net assets) of an entity during a period of transactions and other events and circumstances from non-owner sources; a term usually used in a phrase, such as net income, gross income, operating income, real income, national income, gross domestic income, and many others; the in money or property derived from the use of the principal of an estate or trust principal during the administration of a decedent's estate or of a trust, as distinguished from corpus (or principal).
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  	INCOME ACCOUNTS

For a bank, accounts that accumulate bank income, such as interest and dividends, commissions, fees, and service charges, and gains on investment securities.
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  	INCOME APPROACH

An approach to measuring GNP that focuses on payments to factors of production by adding together the total incomes received by all resource owners.
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  	INCOME BONDS

Bonds on which the payment of interest is contingent upon earnings.
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  	INCOMECAPITAL CERTIFICATE

A Federal Home Loan Bank Board certificate that is an agreement to pay back a corporation's loan plus interest, when and if an institution in financial difficulty improves its position.
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  	INCOME EFFECT

The result of the price decrease of a product bringing about an increase in consumers' purchasing power allowing consumers to use this additional income to purchase more of all normal goods and services. When the price of a product increases, the reverse is true.
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  	INCOME ENGINEERING 

A phrase synonymous with budgeting.
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  	INCOME FROM OPERATIONS

Gross margin (sales revenue minus cost of goods sold) minus operating expenses; operating income.
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  	INCOME FUND

A mutual fund whose primary objective is current income with investments in bonds and dividend-paying stocks and which generally invest in a variety of corporate and government bonds as well as common stocks of companies with a solid record of dividend payments.
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  	INCOME REDISTRIBUTION

An economic and political concept referring to the redistribution by the government either through in kind transfers or by direct cash payments by means of expenditures or tax policy theoretically producing a greater equality of wealth and income which is beneficial to society.
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  	INCOMES POLICY

In general, the supplementing of monetary policy and fiscal policy with specific controls on prices and wages and with income and employment stimulants to provide price stability consistent with higher employment in the economy.
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  	INCOME STATEMENT

A statement of the results of operations (profit and loss) for an entity for a particular period of time, typically shown as follows:
	

	

	



		
  	
  	

	

	
  	XYZ COMPANY
	

	

	



		
  	
  	

	

	
  	(Income Statement)
	

	

	



		
  	
  	

	

	
  	For the year ended December 31, 199X
	

	

	



		
  	
  	

	

	
  	Revenues
	

	

	


			
  	
  	

	

	
  	$300,000
	

	

	



		
  	
  	

	

	
  	Deduct: Expenses
	

	

	


			
  	
  	

	

	
  	(200,000)
	

	

	



		
  	
  	

	

	
  	Gains and (losses) that are not extraordinary
	

	

	


			
  	
  	

	

	
  	20,000
	

	

	



		
  	
  	

	

	
  	Income from continuing operations
	

	

	


			
  	
  	

	

	
  	120,000
	

	

	



		
  	
  	

	

	
  	Discontinued operations:
	

	

	


		
		
  	
  	

	

	
  	Income from operations of discontinued segment A
	

	

	


		
  	
  	

	

	
  	$60,000
	

	

	


	
		
  	
  	

	

	
  	Loss on disposal of segment A
	

	

	


		
  	
  	

	

	
  	(10,000)
	

	

	


		
  	
  	

	

	
  	50,000
	

	

	



		
  	
  	

	

	
  	Income before extraordinary items -
	

	

	


			
  	
  	

	

	
  	170,000
	

	

	



		
  	
  	

	

	
  	Extraordinary gains and (losses)
	

	

	


			
  	
  	

	

	
  	10,000
	

	

	



		
  	
  	

	

	
  	Cumulative effect of change in accounting principles
	

	

	


			
  	
  	

	

	
  	20,000
	

	

	



		
  	
  	

	

	
  	Net income (net loss)
	

	

	


			
  	
  	

	

	
  	$200,000
	

	

	



		
  	
  	

	

	
  	Earnings per share:
	

	

	


		
		
  	
  	

	

	
  	Income from continuing operations
	

	

	


			
  	
  	

	

	
  	$1.20
	

	

	



		
  	
  	

	

	
  	Results from discontinued operations
	

	

	


			
  	
  	

	

	
  	.50
	

	

	



		
  	
  	

	

	
  	Extraordinary gain
	

	

	


			
  	
  	

	

	
  	.10
	

	

	



		
  	
  	

	

	
  	Cumulative effect of change in accounting principles
	

	

	


			
  	
  	

	

	
  	.20
	

	

	



		
  	
  	

	

	
  	Net income
	

	

	


			
  	
  	

	

	
  	$2.00
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  	INCOME STOCKS

Stocks of corporation with relatively constant earnings and dividends along with a high dividend yield in comparison with other stocks, e.g., utility company stocks.
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  	INCOMESUMMARY

A temporary account into which the revenues and expenses are transferred in the process of closing the books prior to their final transfer to the retained earnings account.
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  	INCOME TAX ALLOCATION

The process of accruing income taxes during the period the related income occurs, with the purpose of matching the accounting period's expenses against the period's revenues, regardless of when the income tax is paid.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	INCOME TAXES

Federal, state, and local taxes upon income of taxpayer, following the ratification by the states of the sixteenth amendment to the Constitution of the United States.
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  	INCORPORATEDTRUSTEE 

A trust company
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  	or a commercial bank authorized by law and/ or regulation to act in a fiduciary capacity, as distinguished from an individual trustee.
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  	INCORPORATION

The act of forming a corporation.
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  	INCORPORATORS

Persons who organize a corporation.
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  	INCREASING RETURNS TO SCALE

A production situation in which output changes more than proportionately to a change of inputs.
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  	INCREMENTAL COST

Differential cost; the differences in cost between two alternatives.
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  	INCREMENTAL COST OF FUNDS

The cost to a bank for funds to deal with its next major obligation or opportunity.
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  	INDEMNIFY

To compensate or give security or protection against contingent damage or loss sustained.
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  	INDEMNIFICATION

The act of compensating for actual loss or damage.
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  	INDEMNITY

Protection or security against damage or loss.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	INDEMNITY BOND

A written instrument under seal whereby the signer, usually with his or her surety or bondsman, guarantees to protect another's loss by guaranteeing completion of the terms of a contract.
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  	INDENTURE

A deed or agreement under seal between two or more parties, so called because originally a deed was indented or zigzagged along one of the margins. Since it was issued in duplicate, proof of genuineness or falsity of the document was secured by comparing the indentations on the original with those on the duplicate. If the comments were genuine, the indentations would coincide; any mortgage, deed of trust, trust, or other similar instrument or agreement under which securities are outstanding or are to be issued, whether or not any property, real or personal, is or is to be pledged, mortgaged, assigned, or conveyed thereunder.
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  	INDEPENDENT BANK

Typically small to medium-size community banks that are independently owned, as opposed to being part of a large holding company or other financial services conglomerate, sometimes referred to as a community bank. IBAA membership is open to the nation's thrifts on a state's rights basis.
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  	INDEPENDENT BANKERS ASSOCIATION OFAMERICA(IBAA)

An association representing the concerns and interests of independent commercial bankers in the United States, formed in 1930, with national headquarters in Sauk Center, Minnesota.
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  	INDEPENDENT BANKING SYSTEM

A banking system in which banking is conducted by separate local institutions, owned in the community in which they are established, locally managed, and having either a single office or branch offices confined to the same city.
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  	INDEPENDENT REGULATORY COMMISSION

An agency outside of the Executive branch of government having authority to regulate or oversee specific economic activities, such as the Federal Reserve Board, Federal Trade Commission, Federal Communications Commission, and the Interstate Commerce Commission.
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  	INDEPENDENTTREASURY SYSTEM

A system established in 1846 under which government funds were taken out of the banks and placed in the Treasury and sub treasuries of the United States.
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  	INDETERMINATE BONDS

Bonds that have no fixed maturity date but that are callable at the option of the issuer, usually after a specified date.
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  	INDEX

Statistical measurements used is evaluating changes in the economy, prices, and financial and commodity markets.
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  	INDEX ARBITRAGE

The simultaneous purchase (sale) of stock index futures and sale (purchase) of some or all of the component stocks that make up the particular stock index to profit from sufficiently large intermarket spreads between the futures contract and the index itself.
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  	INDEX FUND

A fund with an investment objective of matching the investment performance of a large group of publicly traded common stocks, such as the Standard & Poor's 500 Composite Stock Price Index.
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  	INDEXING

The tying of payment increases to some economic index, such as the indexing of social security payments or income tax brackets.
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  	INDEX NUMBERS

A ratio of two numbers expressed as a percentage; numbers that provide a statistical method for measurement of changes in any variable data, such as prices, wages, employment, output, sales, inventories, income, costs, and others; relatives percentages based on indicated base period; aggregates of absolute values of a defined content of items or relatives of the values, expressed as percentages of the indicated base period, such as producer price indexes and consumer price indexes, computed as follows:
	

	

	



		
  	
  	

	

	
  	Index number =
	

	

	


		
  	
  	

	

	
  	100 x Value in period
	

	

	



			
  	
  	

	

	
  	Value in base period
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  	INDEX OPTION

An option that represents the right to buy or sell a specific value of an index at a set price by a specific date.
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  	INDICATED YIELD

Sometimes used to refer to yields on bonds and stocks, especially
	

	

	















 

  	
  	
  	
  



	




	Page 129

	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	when yield is determined by reference to yield tables.
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  	INDICATORS

Descriptive data used in forecasting and business-cycle analysis.
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  	INDICTMENT

A legal document representing a formal accusation presented to a grand jury.
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  	INDIFFERENCE CURVE

A statistical curve representing graphically alternative combinations of two products toward which a consumer is indifferent.
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  	INDIRECT EXCHANGEQUOTATION

Anex change-rate quotation in which one unit of domestic currency is stated in terms of its foreign equivalent; the reciprocal of the direct exchange rate representing the number of foreign currency units that can be obtained for one local unit.
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  	INDIRECT HOLDINGS 

Investments that enable an investor company to control an investee that is not directly owned through an investee that is directly owned.
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  	INDIRECT QUOTATIONS

The expression of an exchange rate in foreign currency units (foreign currency per U.S. dollar).
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  	INDIRECT TAXES

Use taxes levied on the use of certain goods and services, such as certain sales taxes.
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  	INDIVIDUAL BANKER

A private bank; an individual, partnership or unincorporated association engaged in the banking business and subject to the jurisdiction of the state banking department.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	INDIVIDUALDEPOSITS

Funds deposited with a bank by individuals, partnerships, firms, and corporations (other than banking corporations).
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  	INDIVIDUAL POLICY PENSION TRUST

A type of pension plan, frequently used for small groups, administered by trustees who are authorized to purchase individual level premium policies or annuity contracts for each member of the plan.
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  	INDIVIDUAL RETIREMENT ACCOUNT (IRA)

Long-term tax deferred (until withdrawal) account that enables a person to accumulate retirement funds, available at mutual-fund companies, banks, brokerage firms, and insurance companies; a qualified retirement plan for individuals provided for in the Tax Reform Act of 1976 in which a taxpayer with earned income can establish with a commercial bank, a savings bank, credit union, brokerage firm, and other entities an account to provide for the deferment of income taxes.
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  	INDUSTRIAL BANK

A specialized organization with banking functions, organized to provide credit to industrial and commercial firms and wage earners, authorized by state law, having the authority to solicit deposits, issue investment certificates, and make installments loans, and are eligible for membership in the Federal Reserve System and for deposit insurance.
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  	INDUSTRIAL BONDS

Bonds issued by industrial corporations, including manufacturing, merchandising, service, and extractive industry corporations.
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  	INDUSTRIAL LIFE INSURANCE

Life insurance issued in small amounts, usually less than $1,000, with premiums payable on a weekly or monthly basis.
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  	INDUSTRIAL ORGANIZATION

A research and teaching area in economics concerned with how the organization of industries affect the interactions between consumers and producers.
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  	INDUSTRIAL POLICY 

United State's policy as it relates to industry, such as providing preferential treatment to stimulate the economy or competitiveness in world markets.
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  	INDUSTRIAL REVENUE BONDS

A special classification of municipal bonds, also called lease rental bonds, typically issued by a municipality to provide funds, for example, for the building of a plant to the specifications of a particular private company, that is usually granted a long-term lease to the plant at rental designed to be adequate for interest and principal payments on the bonds by the municipality.
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  	INDUSTRIALSTOCKS

Preferred and common stocks of corporations in the ''industrial" category (manufacturing, merchandising, service, and extractive industries), as distinguished from railroad, public utility, financial, and real estate company stocks.
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  	INDUSTRY

A collection of all firms producing closely substitutable products. The government has established standard industrial groupings for reporting purposes.
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  	INDUSTRY SEGMENT

A component of an enterprise engaged in providing goods and services primarily to unaffiliated customers for a profit.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	INELASTIC DEMAND 

When prices change, the quantity of goods wanted changes by a greater percentage than the price changed so that the elasticity is numerically greater than one.
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  	IN-FILE SYSTEM 

A system for filing checks into separate account files for safekeeping and processing that provides the basis for the preparation of customers' bank statements.
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  	INFIRMITY

An act or omission in creating, originating, or transferring a document that invalidates the instrument, e.g., of a signature, endorsement, amount,
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  	INFLATION 

An economic condition characterized by a rise in prices that causes their
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  	reciprocal, the purchasing power of money, to fall correspondingly; the opposite of deflation, often classified as demand-pull or cost-push types.
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  	INFLATIONARY EXPECTATIONS

The expectation of inflation at a future time that can have an important impact on economic phenomena, e.g., interest rates, stock, and bond prices.
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  	INFLATION PREMIUM 

The expected inflation for the period during which the investor's money will be tied up.
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  	INFORMATION 

Data that is useful to the persons receiving it and provides a basis for action, especially for predicting and evaluating.
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  	INFORMATION SERVICES

Support activities for a bank, thrift, or other entity relating to the acquisition and flow of information to users and systems, the integration of information into trading algorithms, and the computer system, telecommunications systems, and the staff associated with information gathering and dissemination; management information systems (MIS) and information systems (IS).
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  	INFORMATIONSYSTEM

A management system representing a process that organizes and communicates relevant information on a timely basis to enable management to perform its functions efficiently and effectively.
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  	INHERITANCE

In popular usage, any property obtained through devise or bequest or through descent and distribution (by laws or intestacy); the estate in real property descending to heirs.
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  	INHERITANCE TAXES

Taxes imposed by a state government upon the right to receive property by inheritance or succession, collected at the time of the transfer of the inheritance to the beneficiaries.
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  	INITIAL PUBLIC OFFERING

A corporation's first public offering of stock, usually underwritten by an investment banker or a pool of investment bankers and brokerage firms.
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  	INJUNCTION

A court order or command requiring that a person refrain from doing or to perform a particular act.
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  	INJURY

In law, a wrong or violation of another's rights or property.
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  	INJUSTICE

Violation of the moral, civil, or legal rights of another.
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  	IN-KIND TRANSFERS

Subsidies to individuals that reduce the cost of specific goods and services, such as education, food stamps and nutritional programs, housing, medical care, energy assistance, and child care; government programs that seek to increase the consumption of subsidized good and services.
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  	INLAND BILL

A bill of exchange that was or, on its face, purports to be both drawn and payable within the state.
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  	INPUT/OUTPUT ANALYSIS

In economics, applies to the input/output money flow system of aggregate national income accounting, and analysis of demand for input (factors in production) for a given output.
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  	IN REM

Legal proceeding associated with property rather than against a person, such as a tax claim against property.
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  	INSCRIBED STOCK

Stocks or bonds that in English practice exclusively are registered in the name of the holder on the books of the issuing organization and for which no actual certificates (in the U.S. sense) are issued; a form of registered stock.
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  	INSIDER

A person who, because of his or her employment or business connections, has intimate knowledge of the financial affairs of a concern before such information is published and is available to the public, who is therefore in a peculiarly advantageous position for capitalizing on this information.
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  	INSIDER TRADING

Trading in securities of a company by one who has special information not available to the general public or stockholders concerning the company because of his or her position with the company or with a person who holds such a position, strictly regulated by the Securities and Exchange Commission.
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  	INSIDER TRADING AND SECURITIES FRAUD ENFORCEMENT ACT OF 1988 

An act that increased the penalties against persons who profit from illegal use of insider information.
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  	INSIDER TRADING SANCTIONS ACT OF 1984

Legislation that increased the penalties against persons who profit from illegal use of insider information, allowing the SEC to seek fines of up to three times the profits gains or losses avoided by those insiders who improperly used material, nonpublic information.
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  	INSIDER TRANSACTIONS

The buying and selling activities of directors, officers, and large stockholders, reported monthly in the Official Summary of Security Transactions and Holdings (the Insider's Report, complied by the SEC).
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  	INSOLVENCY

The condition of a debtor unable to pay debts, especially long-term debts; the excess of liabilities over assets; the condition of an entry whenever the aggregate of one's property, exclusive of any property which one may have conveyed, transferred, concealed, removed, or permitted to be concealed or removed, with intent to defraud, hinder, or delay creditors, shall not, at a fair valuation, be sufficient in amount to pay
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  	one's debts; the inability to pay debts as they mature.
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  	INSOLVENT

A condition when a person or concern is unable to meet debts as they mature, or whose liabilities exceed assets; an unfavorable financial condition.
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  	INSPECTION REPORT

Progress on construction activities, completed by an objective professional not associated with the borrower or contractor.
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  	INSTALLMENT

A part payment on the purchase price of an article or service that is sold under agreement that the remaining payments shall be due on specified future dates.
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  	INSTALLMENT SALES

Sales of goods and services on a definite plan of payment, involving a specified cash down payment with the balance payable in periodic installments until the debt is extinguished.
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  	INSTALLMENT SALES METHOD

A method of accounting that recognizes revenue when cash is collected from receivables over an extended period of time in periodic installments, rather than at the time of sale.
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  	IN-STATE MULTIBANK HOLDING COMPANIES

Bank organization where ownership or control of a number of banks only within the state.
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  	INSTINET

A fully automated communication system provided by the Institutional Networks Corporation, whereby a computer terminal is installed in the trading department of subscribers connected by a private leased circuit to a centralized computer.
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  	INSTITUTION

An organization or establishment devoted to a particular objective, such as a banking institution.
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  	INSTITUTIONAL INVESTOR

An entity that trades securities in large share quantities or dollar amounts enabling it to qualify for preferential treatment and lower trading costs and commissions, such as pension plans, mutual funds, insurance companies, unions, and other organizations.
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  	INSTRUMENT

Any kind of document in writing by which some right is conferred or contract is expressed, such as a check, draft, note, bond, coupon, stock certificate, bill of lading, trust deed, will, codicil, and many others; a legal document.
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  	INSTRUMENTALITY

Literally, an agency; corporations organized under act of Congress or other governmental entity.
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  	IN-SUBSTANCE DEFEASANCE

The irrevocable placement of assets into a trust for the sole purpose of paying interest and principal on the debt. The debtor does not actually pay the creditor.
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  	INSUFFICIENT FUNDS

A term used in banking practice when checks are returned not payable because the drawer does not have sufficient monies in his or her account.
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  	INSULAR BONDS

bonds issued by the Philippines, Hawaii, Alaska, and Puerto Rico while these issuers still had territorial status; also known as territorial bonds.
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  	INSURABILITY 

Acceptability to the company of an application for insurance.
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  	INSURABLE INTEREST

A doctrine requiring individuals or organizations to be in a position to suffer economic loss before they can insure another person, object, or activity against loss or damage, an interest which must exist when the policy is issued and at the time of loss or damage, except for life policies when it need exist only at the time the contract is issued; a relationship between the assured/insured and the risk covered, that if specified events occur, the assured will suffer some substantial loss or injury.
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  	INSURABLE VALUE

The dollar value of property at risk, such as replacement cost or the actual cash value that includes a reduction for depreciation.
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  	INSURANCE

Elimination of or protection against risks responsive to actuarial calculation; voidance or reduction of losses occurring through various misfortunes, such as death, fire, accident, and others, through the cooperative sharing of such losses, through contributions made to a single fund by a large group of persons for the purpose of indemnifying losses sustained by such of the group as may be affected.
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  	INSURANCE COINSURANCE AND CONTRIBUTION CLAUSES

A coinsurance clause provides that the insurance company shall be liable for only a portion of any loss sustained by the insured unless the insured carries insurance that totals a certain percent of the fair value of the asset. In the event of a loss, the insured recovers from the insurance company that portion of the loss that the face of the insurance policy bears to the amount of the insurance that should be carried as required by the coinsurance clause. A contribution clause provides that when more than one policy is carried recovery of a loss is limited to the ratio of the face value of the policy to the total insurance carried.
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  	INSURANCE COMPANIES

Entities that provide insurance to others covering a variety of losses, usually organized as stock companies or mutual companies.
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  	INSURANCE COMPANY RATINGS

Rates and rankings of insurance companies by such services as A.M. Best Co., Standard & Poor's Corp., Moody's Investors Service, Duff & Phelps Credit Rating Co., and Weiss Research.
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  	INSURANCE DEPARTMENT

The department of a state that supervises the organization,
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  	management, and examination of insurance companies, title and mortgage companies, and others, doing business or having a corporate existence in that state.
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  	INSURANCE EXAMINER

The representative of a state insurance department assigned to conduct the official audit and examination of the affairs of an insurance company.
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  	INSURANCE RISK

The risk of a property-casualty insurance company measured by the ratio of annual premium income to total capital and surplus of the company. A high insurance risk can indicate that the company may be subject to high claims and may seek to maintain higher levels of liquidity, safety, and predictability in its investment portfolio.
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  	INSURANCE, SELF

A situation in which an entity decides not to purchase insurance but decides to periodically set aside funds to provide for potential losses; no insurance.
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  	INSURANCE TRUST

A trust created by a life insurance policyholder that directs that the funds represented by such policies, when they become a claim against the insurance company or companies, shall be paid to the trustee of the insurance trust agreement and administered according to its terms rather than by direct payment to the estate or to the beneficiaries.
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  	INSURED BANK

A bank covered by the benefits of federal deposit insurance under the provisions of three Federal Deposit Insurance Act of September 21, 1950, formerly Section 12B of the Federal Reserve Act enacted June 16, 1933.
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  	INTANGIBLE ASSET

Special rights, grants, privileges, and advantages possessed by a business that can benefit future operations by contributing to the enterprise's earning power but do not possess physical substance, e.g., patents, copyrights, trademarks, trade names, franchises, licenses, royalties, formulas, processes, organization costs, leaseholds, leasehold improvements, and goodwill.
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  	INTANGIBLE TAX

A tax levied on deposits in banks, stock, bonds, notes, mutual funds, and other financial instruments.
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  	INTEGRATED CIRCUIT CARD

Smart card.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	INTEGRATED DISCLOSURE SYSTEM 

A Securities and Exchange Commission system for reporting financial information by publicly held companies, including audited consolidated financial statements, five-year summaries of selected financial data, a management discussion and analysis, and market price and dividend information on the company's common stock.
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  	INTEGRATION

A condition capable of economic operation as a single coordinated system confined to a single area or region in one or more states, and not so large as to impair the advantages of localized management, efficient operations, and effectiveness of regulation, both geographically and as to nature of operation.
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  	INTENT OF CONGRESS 

The reason underlying Congress' enactment of legislation.
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  	INTER-AMERICAN DEVELOPMENT BANK

A bank owned by the governments of various countries established for the purpose of contributing to the acceleration of the process of economic development of the member countries individually and collectively, established in 1959 by a specialized committee of the Organization of American States (OAS).
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  	INTERCHANGEABLE BONDS

Bonds that may be converted from coupon to registered form (or vice versa) and back again to coupon form.
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  	INTERDISTRICT SETTLEMENT ACCOUNT

A fund established by the United States Treasurer for the account of and subject to the order of the Board of Governors of the Federal Reserve System but belonging to the 12 Federal Reserve banks, the purpose of which is to effect with as little delay and cost as possible the settlement of inter-Federal Reserve bank transactions.
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  	INTEREST

The price of money; rental payments upon money; a charge made to the borrower by the lender for the use of money, expressed in terms of an annual rate of percentage upon the principal; "any payment to or for the account of any depositor as compensation for the use of funds constituting a deposit." Regulation Q, 12 CFR 217.2 (d)
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  	INTEREST ADJUSTMENT ACT OF 1966

An act that broadened interest ceilings to cover savings and loan associations and several types of thrift institutions not previously affected by the Banking Act of 1933.
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  	INTEREST AND DIVIDEND TAX COMPLIANCE ACT OF 1983

An act that repealed mandatory withholdings on interest and dividend payments as provided in the Tax Equity and Fiscal Responsibility Act of 1982 (TEFRA) and increased penalties on pay or institutions that failed to provide IRS with correct information.
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  	INTEREST ARBITRAGE

The movement of short-term funds from one currency to another for the purpose of investing idle funds at a higher yield, of which there are four types: (1) covered interest arbitrage-transfer of short-term funds into a foreign currency for the sake of a higher yield, with the exchange risk covered; (2) inward interest artbitrage-transfer of short-term funds into local currency for a higher yield; (3) outward
	

	

	















 

  	
  	
  	
  



	




	Page 133

	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	interest artbitrage-transfer of short-term funds into a foreign currency for a higher yield; and (4) uncovered interest arbitrage transfer of short-term funds into a foreign currency for a higher yield, without covering the exchange risk.
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  	INTEREST-BEARING SECURITIES

Bonds, notes, mortgages, debentures, certificates of indebtedness, equipment trust certificates, and other evidences of debt, that yield interest, as contrasted with equity securities.
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  	INTEREST COVERAGE RATIO

The ratio of earnings before interest and taxes for a particular reporting period to the amount of interest charges for the period; a measure of the ability of a company to service its debts in relation to its financial charges; a measure of financial risk.
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  	INTEREST RATE

A percent of the principal of an amount borrowed or lent, expressed as the ratio of the amount of interest paid or earned, during a certain period of time, to the amount of principal.
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  	INTEREST RATE ADJUSTMENT ACT OF 1966

An act that allowed the Bank Board to establish ceilings on interest rates paid by member institutions on savings accounts.
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  	INTEREST RATE CAPS

An option for which the writer of a cap pays the cap holder each time the contract's reference rate of interest is above the contract's cap rate of interest (also called the ceiling rate or the contract rate) on a settlement date.
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  	INTEREST RATE COLLARS

A combination of a cap and a floor in which the purchaser of the collar buys a cap and simultaneously sells a floor.
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  	INTEREST RATE FLOOR

A multiperiod interest rate option identical to a cap except that the floor writer pays the floor purchaser when the reference rate drops below the floor rate on a settlement date.
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  	INTEREST RATEFUTURES

A mechanism that permits professional money managers to hedge interest rate risk by transferring that risk to investors willing to accept it in quest of profit opportunities; futures contracts traded on fixed income securities.
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  	INTEREST RATE PARITY

A theory that is an extension of one price: in free international capital markets with flexible exchange rates, real interest rates will be identical across all currencies.
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  	INTERESTRATERISK

Money risk; the risk of open market deprecation in the prices of high-grade bonds and debentures, which move with interest rates, should interest rates rise and thus entail higher yields to maturity for high-grade obligations.
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  	INTEREST RATE SWAP

An agreement between two parties to exchange a series of interest payments based on an agreed principal amount (often termed the "notional" amount), without exchanging the underlying debt.
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  	INTEREST TABLES

Tables constructed to show the amount of interest that will accrue on a given convenient (round number) sum, e.g., $1, $100, or $1,000, at different rates of interest for various intervals of time, rendering unnecessary separate and independent computations for each interest transaction.
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  	INTEREST WARRANT

An order by a corporation for the payment of interest due on its bonds, notes, and other debt instruments, especially an order drawn on a paying agent calling for payment of interest on registered bonds.
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  	INTERIM CERTIFICATES

Temporary printed certificates provisional bonds or stocks issued to purchasers of a new issue until the final or permanently engraved securities can be issued to take their place.
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  	INTERIM DIVIDEND

A dividend paid in anticipation of the usual periodic dividend.
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  	INTERIM FINANCIAL REPORTS

Reports that cover periods of less than one year.
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  	INTERIM LOAN 

loan that is to be repaid from the proceeds of another loan, the loan usually not being self-liquidating.
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  	INTERLOCKING DIRECTORS

Directors of one corporation who are at the same time directors of one or more other corporations in the same or similar line of business.
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  	INTERMARKET TRADING SYSTEM (ITS)

An electronic communications network that links the New York, American, Boston, Cincinnati, Midwest, Pacific and Philadelphia stock exchanges and the NASD.
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  	INTERMEDIARY BANK

A bank to which an item is transferred for collection, not including the depository or payor bank.
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  	INTERMEDIATE-TERM LOAN 

 loan for a term of three to ten years that usually is not completely amortized at maturity, often used by developers.
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  	INTERNAL AUDITING

An independent appraisal function established within an organization to examine and evaluate its activities as a service to the organization, having the objective to assist members of the organization in the effective discharge of their responsibilities, with functions associated with analyses, appraisals, recommendations, counsel, and information gathering activities.
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  	INTERNAL BONDS

Bonds issued by a government in its own currency for purchase by domestic investors.
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  	INTERNAL CONTROL

The systems, procedures, and policies employed by an enter-
	

	

	















 

  	
  	
  	
  



	




	Page 134

	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	prise to assure that transactions are properly authorized, executed, and recorded.
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  	INTERNAL DEBT 

The domestic indebtedness of a nation, public and private.
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  	INTERNAL RATE OF RETURN

The rate of interest at which the present value of expected net cash flows from a project equals its initial cash outlays; a measure of the rate of profit per dollar of investment, used in evaluating an investment; the interest rate that discounts cash flows to zero.
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  	INTERNAL REVENUE

Revenue collected by the federal government from domestic sources, such as income taxes, excise taxes, estate and gift taxes.
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  	INTERNAL REVENUE CODE

The primary legislative sources for tax planning and compliance.
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  	INTERNAL REVENUE SERVICE (IRS)

A division of the Department of the Treasury responsible for administering and enforcing the internal revenue laws and related statutes, except those relating to alcohol, tobacco, firearms, and explosives.
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  	INTERNATIONAL BALANCE OF PAYMENTS

A concept including all items involving receipts or payments from or to foreign sources.
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  	INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT (IBRD) 

The World Bank, a post-world War II institution, founded at Bretton Woods in 1944, having the objective of raising the standards of living in developing countries by channeling financial resources to them from developed countries, owned by 160 plus countries.
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  	INTERNATIONAL BANKING

Banking that encompasses a variety of services and operations facilitating international trade, money flows for investment and payments, and loans to governments and official institutions as well as to the private sector.
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  	INTERNATIONAL BANKING ACT OF 1978

An act that included the waiving of the requirement that the directors of a national bank be U.S. citizens, the waiving of the requirement that directors of an Edge Act Corporation be a U.S. citizen, the revision of rules affecting Edge Act Corporations, the requirement that federal deposit insurance be provided for foreign banks' branches in the U.S. that received deposits of less than $100,000, the authorization for federal banking agencies to examine foreign bank offices in the U.S., the requirement that foreign banks abide by most provisions of the Bank Holding Company Act, and other issues.
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  	INTERNATIONAL BANKING DEPARTMENT

A department of a bank primarily responsible for financing foreign customers and domestic clients involved in foreign dealings and operations.
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  	INTERNATIONAL BANKING FACILITY

A set of asset and liability accounts, segregated on the books and records of the establishing entity, that reflects international transactions, established in accordance with the terms of Federal Reserve Regulation D and after appropriate notification to the Federal Reserve.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	INTERNATIONAL CENTER FOR SETTLEMENT OF INVESTMENT DISPUTES

An autonomous institution credited in 1965 by the Convention on the Settlement of Investment Disputes Between States and Nationals of Other States, to provide facilities of conciliation and arbitration of investment disputed between contracting states and nationals with provisions of the convention.
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  	INTERNATIONAL CLEARINGHOUSE

The market for foreign exchange constitutes an international clearinghouse since there is no physical clearinghouse where foreign bills of exchange and other instruments are cleared.
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  	INTERNATIONAL CREDIT INSURERS UNION

 An international association of export credit insurance institutions founded in 1934 for control of international credit, composed of both private and government owner institutions, that allows membership of insurance institutions who deal exclusively in investment insurance and underwrite investment risks.
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  	INTERNATIONAL DEVELOPMENT ASSOCIATION (IDA)

An intergovernmental institution administered by the International Bank for Reconstruction and Development that provides aid primarily to the poorest countries and granted under relatively liberal conditions designed to stimulate the economic growth of the developing member countries.
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  	INTERNATIONAL DEVELOPMENT COOPERATION AGENCY (IDCA)

A federal agency that has limited responsibilities for coordinating and preparing budget documents for organizations in charge of management and distribution of nonmilitary U.S. aid to international economic development.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	INTERNATIONAL ECONOMICS 

A specialized area of economics that deals with the economic interdependence among nations, including theory and practice of foreign trade, the theory of commercial policy, foreign exchange markets, the balance of payments and adjustments thereto, and other topics.
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  	INTERNATIONAL EQUITY 

Shares traded away from their country of origin.
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  	INTERNATIONAL FINANCE

The discipline and practice describing the determination of national incomes, savings, investments, the
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  	allocation of resources in world markets, the execution of foreign trade and foreign exchange markets, the balance of payments, and other topics.
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  	INTERNATIONAL FINANCE CORPORATION 

An affiliate of the World Bank established in July 1956 to promote productive private enterprise in developing countries and intended to promote international monetary cooperation in monetary matters.
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  	INTERNATIONAL LABOR ORGANIZATION (ILO)

A specialized agency associated with the United Nations, originally created by the Treaty of Versailles in 1919 as a part of the League of Nations organized to influence the formation of international labor standards. The U.S. withdrew from this organization in 1977 because of its increasing selective concern for human rights and its disregard for due process.
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  	INTERNATIONAL MONETARY FUND (IMF) 

Established concurrently with its companion institution, the International Bank for Reconstruction and Development to promote international monetary cooperation through a permanent institution that provides the machinery for consultation and collaboration on international monetary problems, to facilitate the expansion and balanced growth of international trade, to promote exchange stability, and to assist in the establishment of a multilateral system of payments in respect to transactions between members, and in the elimination of foreign exchange restrictions that hamper the growth of world trade.
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  	INTERNATIONAL SECURITIES 

Bonds or stocks that enjoy a ready market on the principal securities exchanges of various nations, known as "internationals;" bonds and stocks whose interest or dividend is payable in the financial centers of two or more countries.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	INTERNATIONAL TRADE ADMINISTRATION

A federal administration established in 1980 to expand exports, improve enforcement of U.S. trade laws, and upgrade government trade activities in line with the Multilateral Trade Negotiations agreements signed by the U.S. in 1979.
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  	INTEROFFICE TRANSACTION 

A transfer between a transferor and transferee that does not maintain or use accounts at the same office of a Federal Reserve bank.
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  	INTERPOLATION 

In investment and banking practice, the method of obtaining a desired intermediate yield or price from a given series of yields or values in bond yield tables. The ordinary method of interpolation calculates the desired intermediate figure by simple proportion from its relation to the next nearest upper and lower given figures, known as the bracketing figures.
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  	INTERSTATE COMMERCE ACT

The statutory basis for regulation by the Interstate Commerce Commission of U.S. transportation (railroads, motor carriers, water carriers, express companies, and freight forwarders).
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  	INTERSTATE COMMERCE COMMISSION

A senior administrative agency of the federal government, created in 1887, established to regulate, in the public interest, carriers subject to the Interstate Commerce Act that are engaged in transportation, in interstate commerce, and in foreign commerce to the extent that it takes place within the U.S.
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  	INTERVENTION 

The purchase and sale of foreign exchange by the central bank of a country to influence the foreign exchange rate of a country's currency. In the United States, the Federal Reserve System carries out this function.
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  	INTER VIVOS TRUST

A trust created during the settlor's lifetime; a living trust.
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  	INTESTACY

The condition of a decedent who dies without leaving a will and the estate is an intestacy.
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  	IN-THE-MONEY

A term used to describe an option contract that has a positive value if exercised.
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  	INTRINSIC VALUE

Literally, the actual value that a thing possesses in itself; value-in-use or utility as distinguished from market value; the bullion value of the metal comprising a coin; the value of a stock or bond as an investment; underlying value; the difference between current market price of the underlying security and the striking price of a related option; justified price as suggested by this formula:

Intrinsic value = Earnings per share x P/E ratio
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  	INTRUSION

A tort action for invasion of privacy pertaining to the plaintiffs solitude or seclusion.
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  	INVALID

Without force or foundation and deficient in substance or form.
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  	INVENTORY

A schedule or listing of property owned by an individual or concern and generally applied to the itemization of a single kind of property, the quantity, unit price, and total value being indicated for each item; the physical items of tangible personal property owned by an individual or concern held for sale, production, or investment purposes; a current asset reported on the balance sheet.
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  	INVENTORY COST FLOW ASSUMPTIONS

Common methods of assigning cost to inventory, including first-in, first-out (FIFO), last-in, first-out (LIFO), specific
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  	identification method, and others.
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  	INVENTORY PROFIT

Profit included in the income statement that will not recur due to increased replacement cost of inventories caused by inflation; paper profits; difference between gross margin figured on the FIFO inventory basis and gross margin figured on the LIFO inventory basis.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	INVENTORY TURNOVER

One of the basic ratios related to inventory utilized in analysis of financial statements that tests the average salability of either aggregate inventories or specified categories of inventories, especially when compared with sales of past periods or comparable firms in the same line of activity; a measure of the liquidity of inventory computed by dividing cost of goods sold by average inventory.
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  	INVERSE FLOATERS 

A derivative security, created from bonds issued by corporations and government agencies, carrying interest rates that vary in the opposite direction of prevailing short-term rates.
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  	INVERTED MARKET

A futures market in which near-month contracts are selling at prices that are higher than those of more distant months, a characteristic of a near term supply shortage.
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  	INVEST

To employ capital in anticipation of a gain or income
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  	INVESTING

Committing capital with the expectation of profit in the form of dividends, interest, or capital appreciation.; an attempt to make profit from changes in the price of an asset.
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  	INVESTING ACTIVITIES

Cash flows that include lending and collecting loans and acquiring and disposing of investments and productive long-lived assets.
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  	INVESTMENT

Any employment of capital in expectation of gain, income, or capital appreciation, as distinguished from speculation which usually emphasizes short-term expectations due to price changes; "The ownership or control of shares, binding commitments to acquire shares, contributions to the capital and surplus of an organization, and the holding of an organization's subordinated debt when shares of the organization are also held by the investor or the investor's affiliate." Regulation K, 12, CFR 211.2 (i)
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  	INVESTMENT ADVISOR

A person who, for compensation, offers investment advice; an adviser who has the day-to-day responsibility of investing the cash and securities held in a mutual fund's portfolio as guided by the fund's objectives as stated in the fund's prospectus.
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  	INVESTMENTADVISORS ACTOF 1940

Legislation regulating investment advisors and their conduct to protect investors.
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  	INVESTMENT BANKER

A firm or banker engaged in investment banking, i.e., financing the capital requirements of business through the investment markets, as distinguished from seasonal or current requirements normally financed by means of bank or finance company credit; middleman between issuers of securities requiring capital and the ultimate investors who facilitate the conversion of available savings into investment and serve to improve the flow of capital.
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  	INVESTMENT BANKING 

Banking activities associated with securities underwriting, making a market in securities, and arranging mergers, acquisitions and restructuring, regulated by the Securities and Exchange Commission, classified in terms of their primary trading activity and head office location.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	INVESTMENT BANKING ACTIVITIES

Activities of investment banks include (1) revenue-generating activities such as primary market making (corporate finance, municipal finance, Treasury and agency finance), secondary market making (dealer activity, brokerage activities), trading (speculation, arbitrage), corporate restructuring (expansion, contraction, ownership and control), financial engineering (zero coupon securities, mortgage-backed securities, asset-backed securities, derivative products), and other activities (advisory services, investment management, merchant banking, venture capital, and consulting), and (2) support activities (clearing, research, internal finance and funding, and information services). Source: Investment Banking & Brokerage, Marshall and Ellis.
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  	INVESTMENT BANKS

A classification of banking institutions used to indicate those institutions that supply long-term and intermediate credit to borrowers.
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  	INVESTMENT BY OWNERS 

Increases in net assets of a particular enterprise resulting from transfers to it from other entities of something of value to obtain or increase ownership interests, or equity, in it (FASB).
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  	INVESTMENT CENTER

A responsibility center where the manager can influence revenues, expenses, and capital invested in the center to attain the desired performance.
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  	INVESTMENT CLUB

A partnership of investors who pool their resources to make security purchases based on a consensus of opinion.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	INVESTMENT COMPANY

As defined in the Investment Company Act of 1940, any issuer that holds itself out as being engaged primarily, or proposes to engage primarily, in the business of investing, reinvesting, or grading in securities; is engaged or proposes
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  	to engage in the business of issuing face amount certificates of the installment type, or has been engaged in such business and has any such certificates outstanding; is engaged or proposes to engage in the business of investing, reinvesting, owning, holding, or trading in securities, and owns or proposes to acquire investment securities having a value exceeding 40 percent of the value of such issuer's total assets (exclusive of government securities and cash items) on an unconsolidated basis.
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  	INVESTMENT COMPANY ACT OF 1940

An act designed to control abuses associated with investment companies and investment advisers.
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  	INVESTMENT COMPANY ACT OF 1940, AS AMENDED

Legislation requiring open-end and closed-end investment companies (mutual funds), to register with the SEC, to provide prospectuses to potential investors, and have outside directors on the investment companies' boards of directors.
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  	INVESTMENT COMPANY INSTITUTE

An institute that represents mutual funds, their managers, underwriters and shareholders in matters of legislation, regulation, taxation, public information and advertising, statistics, and economic and market research.
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  	INVESTMENT CREDIT

Long-term credit furnished to finance the purchase of securities, durable goods, fixed assets, and other assets.
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  	INVESTMENTGRADE

Bonds considered suitable for preservation of invested capital by the various rating agencies and rated Baa or BBB or above.
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  	INVESTMENT INCOME

Income derived from invested capital as distinguished from income derived from sale of products and the delivery of services; current income from interest, dividends, and other investments from securities held in portfolios, as contrasted with capital gains or losses derived from actual sale of securities, and book appreciation or depreciation on retained securities.
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  	INVESTMENT MANAGEMENT

Managing other people's money involving a variety of activities such as deciding what types of assets to invest in and what to buy and when and what to sell and when, and other services, for a fee.
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  	INVESTMENTMARKET

The channels or outlets for distributing stock, bonds, and other investments.
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  	INVESTMENT METHODS 

Methods relating to determining the best way of selecting securities, including technical selection, fundamental selection, and efficient market selection.
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  	INVESTMENT RISKS

The basic risks associated with investing, including financial risk (risk of nonpayment), credit risk, interest rate risk, purchasing power risk, country risk, and others.
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  	INVESTMENT SECURITIES

Generally, all classes of bonds and stocks, regardless of quality; those obligations and equities whose characteristics are distinctly conservative as to security of principal, regularity of income, fairness of yield, efficiency of management, marketability, and investor convenience; according to the Federal Deposit Insurance Corporation, total securities excluding those held in trading accounts.
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  	INVESTMENT TAX CREDIT

A tax credit provided for in the Revenue Act of 1962 that allows a tax credit equal to a specific percentage of the cost of certain depreciable properties, having the purpose of encouraging investments in productive facilities and to stimulate economic growth.
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  	INVESTMENT TRUST

A term formerly applied to an investment company, not commonly employed currently.
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  	INVESTMENT VALUE

The intrinsic value of a security, as measured generally by the basic yardsticks of earnings, income, and asset value.
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  	INVESTOR

A person who buys securities or other assets for investment as contrasted with a trader or speculator who is primarily interest in short-term turnover at a profit.
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  	INVISIBLE HAND 

Adam Smith's term to indicate that individuals will act in a way that promotes their own self-interest being "led by an invisible hand to promote an end which was no part of his intention," but that is also promoting the general welfare. Because of this, according to Smith, government interference in the economy is unnecessary. This belief underscored Smith's view of the virtues of free markets and free trade.
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  	INVOICE

A sales slip; an itemized bill given by a seller to a purchaser of goods showing all the particulars of a sale.
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  	INVOLUNTARY BANKRUPTCY PROCEEDINGS

The filing of a bankruptcy petition in which the creditors file the petition.
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  	IPO

Initial public offering; a corporation's first public offering of stock, usually underwritten by a single investment banker or a pool of investment bankers and brokerage firms.
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  	IRISH DIVIDEND

A stock market expression humorously denoting an assessment upon stock.
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  	IRREDEEMABLE DEBENTURE

A perpetual type of debenture, called debenture stock, issued particularly by the British railroads, that had no fixed date of maturity or other provision for repayment of the principal, except in case of liquidation.
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  	IRREDEEMABLE PAPER MONEY

Money that a government has made legal tender in payment of debts but that is not redeemable in standard money, such as gold or silver.
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  	IRREGULAR

Unevenness or variation in prices on a stock market, with some stocks advancing and others declining; unusual, erroneous.
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  	IRREGULARITIES

Informalities or infirmities that make a negotiable instrument technically invalid, such as alterations or a counter signature missing on a check; intentional misstatements or omissions in financial statements, such as fraudulent financial reporting and defalcations.
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  	IRREGULAR VARIATIONS

In time series analysis, unpredictable or random fluctuations.
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  	IRREVOCABLE LETTER OF CREDIT

A letter of credit in which the specified payment is guaranteed by the bank if all terms and conditions are met by the drawee.
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  	IRREVOCABLE TRUST

A trust that cannot be revoked by the settlor or terminated by the settlor only with the consent of a party who has an adverse interest in the trust.
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  	ISSUE

As a verb, to give out, emit, pass for delivery, or distribute.
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  	ISSUED CAPITAL STOCK

That portion of the stock of a corporation that is outstanding in the hands of the stockholders, or repurchased and held by a corporation as treasury stock.
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  	ISSUE PRICE

The price at which a new flotation or issue of stock or bonds is offered to the public.
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  	ISSUER

An entity that borrows money through the sale of bonds or notes.
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  	ITEMS

In banking practice, negotiable instruments payable upon presentation, including checks, money orders, and matured drafts, acceptances, and notes; any instrument for the payment of money even though it is not negotiable but does not include money; an instrument for the payment of money but not including money. The term is usually employed in combination with a qualifying word, e.g., cash item, collection item, clearinghouse item, city item, out-of-town item, etc.
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  	J
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  	JAWBONING 

An expression used to refer to government efforts to informally urge unions, companies, and other parties to adopt a desired course of action.
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  	JEEP

Graduated-payment mortgage.
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  	JOB LOT

In commodity exchange trading, contracts for lesser units of trading than the regular contract unit.
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  	JOHN DOE

A legal or fictitious name for a person whose real name is unknown.
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  	JOINT ACCOUNT

A joint business venture or temporary partnership; a bank account owned jointly by two or more persons; the simplified form of a syndicate in security underwriting operations, combining both purchasing and selling operations by the members.
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  	JOINT AND SEVERALLY

The obligation of each person of a group to be held liable for an obligation as well as the group of a debtor.
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  	JOINT BONDS

Bonds that are the joint obligations of two or more issuing debtor organizations.
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  	JOINT ECONOMIC COMMITTEE

A permanent joint committee of the Congress established by the Employment Act of 1946, having statutory functions to study matters relating to the economic report prepared by the Council of Economic Advisers, coordinate legislative programs to promote economic stability and growth pursuant to the act, and serve as a source of data, recommendations, and guidance to other committees of Congress in connection with the recommendations and programs contained in the economic report.
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  	JOINT ENDORSEMENT

An endorsement made by two or more payees or endorsers.
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  	JOINTLY AND SEVERALLY 

When a note, mortgage, or bond is signed by several makers who ''jointly and severally promise to pay," each maker is individually liable for the full amount.
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  	JOINTMORTGAGE

A mortgage signed by two or more mortgagors, being the joint obligation of the signing parties.
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  	JOINT NOTE

A note that is signed by two or more makers, containing the unconditional promise: "We promise to pay," the words "jointly and severally" being omitted.
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  	JOINT OWNERSHIP OF PROPERTY

Ownership of property, real or personal, in joint tenancy.
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  	JOINT PRODUCTS

Costs of simultaneously producing or acquiring two or more products (joint products) that are produced or acquired together.
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  	JOINT-STOCK BANKS

The incorporated commercial banks of England as distinguished from the Bank of England and the private banks, banking partnerships, foreign banks, and other banks.
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  	JOINT-STOCK COMPANY

A form of business organization having characteristics of both a partnership and a corporation, sometimes called a "partnership with transferable shares."
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  	JOINT-STOCK LAND BANKS

Agricultural credit institutions privately organized and owned under the provisions of the Federal Farm Loan Act of 1916 that have been completely liquidated.
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  	JOINT TENANCY 

A type of estate in real or personal property in which two or more persons, are associated in joint ownership as to title, interest, time, and possession.
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  	JOINT VENTURE

The combination of two or more firms into a single activity, generally short lived, formed for the production of a specific product, undertaking, or activity.
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  	JOURNAL

A book of original entry; a record in which transactions are entered chronologically, i.e., in the order in which they occur, and from which they are posted to a ledger; registers and blotters.
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  	JUDGMENT

A legal ruling of a cause involving a pecuniary award ordered by a court as the result of a lawsuit constituting a liability of the judgment debtor.
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  	JUDGMENT NOTE 

An ordinary promissory note given by a debtor to a creditor to avoid legal action by the latter; an acknowledgment of a debt due to the creditor and usually containing a power of attorney permitting the creditor to appear in court and confess judgment for the debtor without process to the maker.
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  	JUDGMENT SAMPLE

Sampling where the primary consideration is the judgment of the person in charge; non-probabilistic sampling.
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  	JUDICIAL ACTIVISM 

A jurisprudence theory that encourages judges to aggressively and extensively introduce new policies that may result in establishing new rules, precedents, and policies, even over legislative or execu-
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  	tive branches of government.
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  	JUDICIAL REVIEW 

A review of governmental activities by a court to determine constitutionality.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	JUDICIALSYSTEM 

The rules of law and courts that exist today as a body of rules for human conduct, enforced by a governing power, as the means by which the control of society is attained.
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  	JUDICIARY

The judicial branch of government considered collectively.
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  	JUICE

Slang for money or usurious loans.
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  	JUMBO

A reference to a large denomiantion or extraordinary amount.
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  	JUMBO CDs

Certificates of deposit in minimum denominations of $100,000.
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  	JUMBO LOANS

A jumbo mortgage.
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  	JUMBO MORTGAGE

A mortgage sold in the secondary market and that has a principal balance greater than the amount eligible for purchase by Fannie Mae or Freddie Mac.
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  	JUNIOR BONDS

Bonds that are preceded by another issue or issues in their claim against the property pledged as security therefor. In the case of foreclosure they constitute a claim against the property pledged as security only after all prior claims have been satisfied.
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  	JUNIOR ISSUE

Junior bonds or stock.
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  	JUNIOR MORTGAGE

A low-ranking mortgage; a mortgage that is preceded by another or others in its claim against the mortgaged property, and that in case of foreclosure would not be satisfied until all prior mortgages had been satisfied.
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  	JUNIOR MORTGAGE LOAN 

A mortgage loan in which the lien and the right of repayment is subordinate to another mortgage loans.
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  	JUNIOR STOCK

Stock of a corporation that usually does not have voting or full voting, liquidation, or dividend rights and is convertible in the future into the corporation's regular common stock.
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  	JUNK BONDS

A term used to denote outstanding bonds issued by firms suffering current financial troubles; speculative-grade debt, regardless of the financial condition of the issuing firm.
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  	JURISDICTION 

The power to hear and determine the subject matter in controversy between parties, or to adjudicate or exercise any judicial power over them.
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  	JURISPRUDENCE

The science or philosophy of law.
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  	JUSTICE

The virtue requiring that one give to others what is their due, subdivisions of which include legal justice, distributive justice, commutative justice, and social justice.
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  	JUSTICE, DEPARTMENT OF

Established in 1870 with the attorney general as it head, representing the United States in legal matters and plays a role in protection against criminals and subversion, in ensuring healthy competition of business, in safeguarding the consumer, and in enforcing drug, immigration, and naturalization laws as well as in effective law enforcement, crime prevention, crime detection, and prosecution and rehabilitation of offenders.
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  	JUST-IN-TIME (JIT)

An operating and management philosophy in which all resources are used as they are needed, or in a just-in time manner, having the objective of assuring the continuous flow of resources so that each part of the production process works as a unit, avoiding inventory buildup.
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  	K
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  	KEIRETSU

Japanese policy of setting up invisible trade barriers through close governmental ties with business.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	KEOGH RETIREMENT PLAN 

A retirement plan for self-employed persons who own their own business in which earnings of the plan and new funds deposited are exempt from income taxes until withdrawn, subject to certain specified limits, available at mutual funds, banks, brokerage firms, credit unions, and insurance companies.
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  	KEYNES,JOHN MAYNARD(1983-1946)

The founder of modern macroeconomics based on 1916 treatise, The General Theory of Employment, Interest, and Money, in which aggregate economic terms played an important role, such as investments, savings, full employment, gross national product, and other macro concepts.
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  	KEYNESIAN ECONOMICS

The system of aggregate economic analysis, and theory of income-determination based thereon, associated with the name of John Maynard Keynes, the English economist, particularly set forth in his landmark work, The General Theory of Employment, Interest, and Money (1936).
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  	KEY PERFORMANCE MEASURES

Drivers that enable a bank to identify the key aspects of the business, products, and services, and focus its efforts on improving them.
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  	KICKER

A bonus or premium resulting from a lender's participation in making a loan.
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  	KINKED DEMAND CURVE

A demand situation in which competitors would be relatively unresponsive to price increases (from the prevailing price) and very responsive to price decreases.
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  	KITCHEN SINK BONDS

Secured investor trusts bonds, referred to as "kitchen sink" because they are backed by everything but, issued by trusts into which Wall Street places parts of hard-to-value, mortgage-backed securities.
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  	KITING

An embezzlement scheme involving the overstatement of cash by recording a deposit without a corresponding withdrawal at yearend, sometime discovered by reviewing all bank transfers before and after yearend to determine that the book entries recorded in the same year that the check is date and the deposit in the bank is made; making use of fictitious balances by drawing against uncollected funds.
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  	KNIGHTS TEMPLAR

In addition to being associated with the first crusade to the Holy Land, the Templars acted as bankers to the kings of France, the nobility, and merchants.
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  	KRONE

Currency of Denmark.
	

	

	















 

  	
  	
  	
  



	




	Page 142

	
  	
  	

	

	
  	L
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  	L 

A description of the money supply consisting of M3 plus other liquid assets such as term Eurodollars held by U.S. residents other than banks, bankers' acceptances, commercial paper, Treasury bills and other liquid Treasury securities, and U.S. savings bonds.
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  	LABOR

A factor of production representing services provided by workers of all types and skills.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	LABOR BANK

A bank that has been organized, and whose stock is owned by a labor union and its members.
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  	LABOR UNION

An organization of workers from a similar occupation that represents sits members' interest in such areas as contract negotiations and other activities.
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  	LADDER

An investment technique for bonds that arranges the maturity dates of the securities in such a manner as to come due at a regular interval, usually in years.
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  	LAFFER CURVE

Reflecting a diagram illustrating a nonlinear relationship between tax rates and tax revenues for an economy, popularized by Arthur Laffer.
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  	LAGGING ECONOMIC INDICATORS

An economic indicator that generally turns after the business cycle has turned.
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  	LAISSEZ-FAIRE

From laissez-vous faire, French for "allow us to do" or, idiotically, "leave us alone." The term was supposedly used by the French businessman Legendre, in reply to a question by Louis XIV's finance minister Colbert as to how the state might aid business; a reference to capitalism.
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  	LAMB

An inexperienced speculator who plays the market.
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  	LAME DUCK

A person who has become financial or politically embarrassed or without control, especially with reference to speculators and politicians who are approaching the end of their term in office.
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  	LAND BANKS

In modern times particularly the Federal Land Banks that supply longterm farm mortgage credit through their associations.
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  	LAND CONTRACT

An installment contract that allows the seller of land to hold onto his or her original below-market-rate mortgage while selling the home on an installment basis.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	LAND GRANT BOND

A type of bond secured by tracts of land granted by a government, especially used by railroads.
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  	LAND TRUST

A trust established for holding real property putting the title in trust for the benefit of the members whose interests are evidenced by land-trust certificates.
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  	LAPPING

An embezzlement scheme in which cash collections from customers are stolen. To avoid discovery, the embezzler corrects the customers' accounts within a few days by posting other cash receipts to the accounts from which the proceeds have been embezzled.
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  	LAPSE

The termination of an unmatured life insurance policy by reason of failure to pay the premium within the grace period.
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  	LAPSED POLICY

An insurance policy terminated for nonpayment of premiums.
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  	LARCENY

The wrongful taking and carrying away of the goods of another with the intent to convert them to the taker's use.
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  	LARGE STOCK DIVIDEND

A stock dividend of 25 percent or more of the corporation's issued stock.
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  	LAST IN, FIRST OUT (LIFO)

A cost flow measurement used for inventories and securities in which the last units acquired are considered to be the first units sold or otherwise disposed of., thus leaving the oldest costs in ending inventory.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	LAST TRADING DAY

For the S&P 500 futures and for the quarter-end options, the Thursday prior to the third Friday of the contract month; for the eight interim-month expiration options, the third Friday of the contract month, if that day is a holiday, it is the preceding business day.
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  	LAST WILL AND TESTAMENT 

A legally enforceable declaration in writing of a person's wishes about matters to be attended to after death and not operative until death.
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  	LAW 

Rules of conduct, standards and processes imposed by a government or other authority, enforced by the courts, having the following hierarchy: the U.S. Constitution; laws passed by Congress; rules of federal agencies authorized by Congress; state constitutions; state statutes; regulations of state agencies; "A prediction of what a court will enforce." Oliver Wendell Homes.
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  	LAWFUL MONEY

As defined by the attorney general of the United States, "every form of money that is endowed by law with legal
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  	tender quality;" the kind of coin or money that the law compels a creditor to accept in payment of debt, when tendered in the right amount.
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  	LAW OF DEMAND

The quantity of a product consumers are willing to purchase. Economists maintain that there is a predictable negative relationship between price and quantity demanded, referred to as the law of demand.
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  	LAW OF LARGE NUMBERS

A mathematical concept that states that as the number of exposures increases the more likely the results expected for the event will more closely approach the actual results.
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  	LAWYER-CLIENT RELATIONSHIP

The relationship or interaction between an attorney and his or her client considered essential to protect the interests of clients in legal matters.
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  	LAYERED TRUST

A trust that has independent trusts created for the benefit of only one generation of beneficiaries to avoid certain taxes.
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  	LEADERSHIP

The guiding and directing function of management; stocks leading the advance or decline in a market.
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  	LEADING INDICATORS

A set of 12 economic indicators used to predict turns in the business cycle that turn before other indicators.
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  	LEAD LENDER

Financial institution that originates a large line of credit and then sells participations to other financial institutions.
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  	LEARNING

The process whereby behavior is established or modified.
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  	LEARNING CURVE

A conceptual and mathematical curve that describes the relationship between direct labor hours per unit and cumulative units produced, e.g., when accumulated volume doubles, the labor hours per unit decreases by a constant percentage.
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  	LEASE

A contract granting or letting the possession of land, building, tenement, office, machinery, or other chattels for a specified fixed or indeterminate period, for a stated consideration, and usually a periodic payment known as rent or, in the case of land, ground rent.
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  	LEASE-BACKED

Securities in which leases on plant and equipment serve as collateral.
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  	LEASEHOLD

The legal right to use property under terms of a lease.
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  	LEASEHOLD ESTATE

A tenant's interest in property resulting from a lease.
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  	LEASEHOLD IMPROVEMENTS

The cost of improvements to property leased for a period of years, usually paid for by the tenant, the improvements becoming the property of the lessor/owner on the expiration of the lease.
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  	LEDGER

A book of accounts representing a major source document of a business entity used to accumulate, summarize, and process financial data, the account balances of which are reported in the financial statements; the general ledger; a book of record that contains an account for each stockholder that shows the number of shares held.
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  	LEGACY

A gift of money or other personal property made by the will of a testator. Legacies are of three kinds: specific, demonstrative, and general.
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  	LEGAL

Allowed by or pertaining to law.
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  	LEGAL BOND

A bond that is legal for investment purposes.
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  	LEGAL CAPITAL

The minimum level of stockholders' equity required by state laws to prohibit the corporation from distributing assets to shareholders to the extent that it would impair this minimum, e.g., the par value of shares issued and outstanding of par value stock.
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  	LEGAL HOLIDAY

A day declared by law (statute or proclamation) as being exempt from legal incidents, such as judicial proceedings, service of process, demand, payment or protest of negotiable instruments, etc.; a public holiday. In the United States, the current legal holidays are:
	

	

	



		
  	
  	

	

	
  	Jan 1
	

	

	


		
  	
  	

	

	
  	New Year's Day
	

	

	



		
  	
  	

	

	
  	Jan 15
	

	

	


		
  	
  	

	

	
  	Martin Luther King, Jr.'s Birthday
	

	

	



		
  	
  	

	

	
  	Feb 22
	

	

	


		
  	
  	

	

	
  	 George Washington's Birthday
	

	

	



		
  	
  	

	

	
  	May 30
	

	

	


		
  	
  	

	

	
  	Memorial Day
	

	

	



		
  	
  	

	

	
  	July 4
	

	

	


		
  	
  	

	

	
  	Independence Day
	

	

	



		
  	
  	

	

	
  	Oct 2
	

	

	


		
  	
  	

	

	
  	Columbus Day
	

	

	



		
  	
  	

	

	
  	Nov 11
	

	

	


		
  	
  	

	

	
  	Veterans Day
	

	

	



		
  	
  	

	

	
  	Fourth Thursday in November
	

	

	


		
  	
  	

	

	
  	Thanksgiving Day
	

	

	



		
  	
  	

	

	
  	Dec 25
	

	

	


		
  	
  	

	

	
  	Christmas Day
	

	

	





	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	LEGAL INTEREST RATE

A nonusurious rate of interest; the maximum interest rate allowed by state law.
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  	LEGALITY OF SECURITIES

In civil issues, except U.S. government securities, legality depends upon the following conditions: authority for issue, purpose of issue, process of issue, and conformity to tax and debt restrictions.
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  	LEGAL JUSTICE

A form of justice concerned with the duties of the individual to the community.
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  	LEGAL NAME

The name used by an individual for business purposes; a person's legal name.
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  	LEGAL NOTICE

A declaration, pronouncement, or notice conforming to practices required by law.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	LEGAL OPINION

An opinion for legal counsel concerning the validity of an issue with respect to statutory authority, constitutional-
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  	ity, procedural conformity, the exemption of interest from federal income taxes, etc.
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  	LEGAL POSITIVISM 

A form of jurisprudence and positive law that views law as a body of human rules that reflect the exercise of sovereign power as the standard of justice.
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  	LEGAL PROFESSION

Persons and firms who are authorized to practice law; a major element of civil and criminal justice administration.
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  	LEGAL RATE OF INTEREST

The maximum rate of interest that a lender may charge a borrower for the use of money, fixed by the laws of the various states. Interest charged in excess of the legal rate is referred to as usury.
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  	LEGAL REALISM 

A category of jurisprudence and a concept of law that reflects experience and behavior in a society.
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  	LEGAL RESERVE LIFE INSURANCE COMPANY

A life insurance company operating under state insurance laws specifying the minimum basis for the reserves the company must maintain on its policies.
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  	LEGAL RESERVES

In deposit banking, the coverage by specified types of assets (vault cash and balances at district Federal Reserve banks per the Depository Institutions Deregulation and Monetary Control Act of 1980) of transaction account balances and nonpersonal time deposits averaged for defined time periods, expressed in percentages of the deposit bases (flat percentages or variable within range of specified minimum and maximum); legal reserve requirements regulated by statute and/or administrative regulation.
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  	LEGAL RISK

The possibility of loss associated with a situation where a counter party to a contract is not legally capable of making a binding agreement.
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  	LEGAL SYSTEM

Social authority, power, or control that depends on legal enforcement involving constitutional sanctioned authority.
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  	LEGAL TENDER

Money that by law may be tendered by a debtor to a creditor in payment of a debt, when tendered in the correct amount and at the proper time and place.
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  	LEGISLATIVE BRANCH

The Congress of the United States created by Article I, section 1, of the Constitution, 1787, providing that "All legislative Powers herein granted shall be vested in a Congress of the United States, which shall consist of a Senate and House of Representatives."
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  	LEGISLATIVE INTENT

The meaning or intention lawmakers expected to accomplish when a law was enacted.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	LENDER OF LAST RESORT

A nation's central bank that extends credit to depository institutions or to other entities in unusual circumstances involving a national or regional emergency, where failure to obtain credit would have a severe adverse impact on the economy.
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  	LENDING LIMIT

"For a member bank, an amount equal to the limit on loans to a single borrower established by section 5200 of the Revised Statutes, 12 USC 94, this amount is 15 percent of the bank's unimpaired capital and unimpaired surplus in the case of loans that are not fully secured, and an additional 10 percent of the bank's unimpaired capital and unimpaired surplus in the case of loans that are fully secured by readily marketable collateral having a market value, as determined by reliable and continuously available price quotations, at least equal to the amount of the loan; the lending limit also includes any higher amounts that are permitted by Section 5200 for the types of obligations listed therein as exceptions to the limit." Regulation O, 12 CFR 215.2 (f)
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  	LENDING RATE

The rate at which funds are loaned by lending institutions; the terms on which the lender of stock agrees to make the stock available to a borrower who has sold the stock short.
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  	LETTER

A deposit slip accompanying a remittance for deposit forwarded by an out-of town depositor by mail. Letters are of two sorts, cash and collection. 
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  	LETTER OF ADMINISTRATION

An instrument in writing granted by a probate court to a person appointed as administrator to settle the estate of a decedent who has left no will.
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  	LETTER OF ADVICE

In banking practice, a letter of instruction written by one bank to a customer concerning some transaction mutually affecting them; a special class of remittance whereby funds deposited by a first party are transferred to a second party for the use of a third.
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  	LETTER OF CREDIT

An instrument by which a bank substitutes its own credit for that of an individual, firm, or corporation, to the end that domestic and foreign trade may be more safely, economically, and expeditiously conducted; a letter requesting one person to make advances to third person on the credit of the writer, such letters being either general or special; commercial and traveler's; an instrument drawn by a bank, known as the credit-issuing bank (and eventually the drawee bank), in behalf of one of its customers (or in behalf of a customer of one of its domestic correspondents), know as the principal (who guarantees payment to the credit issuing bank), authorizing another bank at home or abroad, known as the credit-notifying or negotiating bank (and usually the
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  	payer bank), to make payments or accept drafts drawn by a fourth party, known as the beneficiary, when such beneficiary has complied with the stipulations contained in the letter.
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  	LETTER OF IDENTIFICATION

A letter given by the selling bank to a purchaser of a traveler's letter of credit, introducing the person to the banks abroad that have agreed with the selling bank to honor all drafts drawn against a letter of credit.
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  	LETTER TESTAMENTARY

An instrument in writing granted by a probate or surrogate court, or other official authority having jurisdiction over the probate of wills, empowering the executor named in a will to dispose of the estate in accordance with its terms.
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  	LEVEL PAYMENT

Periodic payments of interest and principal that are equal for the life of the loan.
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  	LEVEL PREMIUM LIFE INSURANCE

Life insurance for which the premium remains the same from year to year.
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  	LEVERAGE

The advantage (or disadvantage) obtained by the use of borrowed funds; the effect of trading on the equity, i.e., use of senior capital in capitalization, in the form of borrowed funds, bonds, or preferred stock, ranking ahead of the junior equity; operating leverage being provided by having relatively fixed operating expenses relative to expanding or contracting sales or revenues, or by invested assets and earnings assets or deposits being made available relative to stockholders' equity or book value.
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  	LEVERAGE CAPITAL STANDARD

A Federal Deposit Insurance Corporation ratio that establishes a minimum leverage capital ratio of three percent of Tier I capital-to-assets for institutions that have a CAMEL ratio of 1, do not have excessive interest-rate risk exposure, and are not planning or experiencing significant growth.
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  	LEVERAGED BUYOUT 

A method of acquiring control of a corporation by borrowing against its assets, usually requiring a sale of assets to pay off the debt.
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  	LEVERAGED LEASE 

A three party lease involving a lessor, lessee, and a lender, usually a bank or insurance company, who puts up a significant portion of cash required to purchase the asset to be leased and who holds a mortgage on the asset and an assignment of the lease and lease payments.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	LEVERAGED RATIO

Total liabilities divided by total assets; according to the Federal Deposit Insurance Corporation, the ratio of estimated Tier I capital to estimated tangible total assets.
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  	LEVY

To assess, collect, or seize.
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  	LIABILITY

In law, a general term for debt, obligation, or damages; in accounting, probable future sacrifices of economic benefits arising from present obligations of a particular entity to transfer assets or provide services to other entities in the future as a result of past transactions or events (FASB). The essential characteristics of an accounting liability include the duty or obligation to pay exists, the duty is virtually unavoidable by a particular entity, and the event obligating the enterprise has occurred. In law, a broad legal term that includes most aspects of legal responsibility; a legal obligation, duty, or debt; the state of one who is bound in law and justice to do something that may be enforced by an action, such as liability arising from negligence, torts and crimes, and negotiable instruments law.
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  	LIABILITY INSURANCE

All the forms of property risks that are insurable; usually the insurance lines carried by casualty and surety companies.
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  	LIABILITY LEDGER

A subsidiary ledger maintained in the loan and discount department of a bank in which the notes, acceptances, and bills of exchange discounted for and purchased from each borrower are recorded.
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  	LIBEL

A false and malicious publication or statement, expressed in printing, writing, or pictures, that tends to injure the reputation of a person, to hold the person up to scorn or ridicule, or to injure the person in his or her office, profession, or trade.
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  	LIBERTARIANISM 

The school of thought advocating individual freedom as the cornerstone of the economic system; the belief that individuals should be permitted to do as they like and that free markets will regulate such an economy.
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  	LIBERTY BONDS

Bonds issued by the United States in 1917, 1918, and 1919, to finance participation in World War I and to raise funds to lend to the Allied Powers.
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  	LIBOR

London interbank offered rate.
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  	LICENSE

In real property law, permission to do acts upon the land of another which but for the permit granted would constitute a trespass; in securities regulation, state blue sky laws of the preventive type requiring dealers and brokers seeking to offer securities in the state to obtain a license to do so from the securities commissioner or similar officer; in administrative law, permits granted by the sovereign or administrative bodies to which the sovereign power has been delegated in the exercise of the police power, to persons to carry on a profession, business, calling, or activity, or to engage in other relations vested with a public interest.
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  	LICENSING

The grant of permission to do a specified activity, exercise a certain privi-
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  	lege, or carry on a particular business.
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  	LIEN

The right, enforceable in equity or law, to hold any property given as a pledge or security until the debt that it secures is paid; a debt, obligation, or potential loss.
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  	LIFE ANNUITY

A contract that provides an income for life.
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  	LIFE BENEFICIARY

The beneficiary of a trust for the term of one's own life or for the life of some other person.
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  	LIFE ESTATE

A freehold estate created not by inheritance but by act of the parties, giving the life tenant the right to possession of the estate and to the income therefrom for the duration of that person's life or for the duration of the life or lives of another person or persons if so limited thereon.
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  	LIFE EXPECTANCY

The average number of years of life remaining for a group of persons of a given age according to a particular mortality table.
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  	LIFE INSURANCE

Insurance providing coverage associated with the death of the insured, classified as whole life, term life, and endowment.
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  	LIFE INSURANCE IN FORCE

The sum of the face amounts, plus dividend additions, of life insurance policies outstanding at a given time.
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  	LIFE INSURANCE RESERVES

Reserves used to guarantee the performance of future obligations of a life insurer for policies it issues.
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  	LIFE INSURANCE TRUST

A trust in which no property is placed in the trust when it is created except the right of the trust to receive the death proceeds of life insurance on the life of the trust maker.
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  	LIFELINEACCOUNTS

Minimum banking services offered by banks.
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  	LIGHT COIN

Coin reduced by natural abrasions below the standard weight fixed by law.
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  	LIGHT GOLD

Gold coins that are of reduced weight because of variation or percentage of erroron the part of the mint or, more usually, abrasion resulting from circulation.
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  	LIMIT

The definite price fixed by a customer in an order placed with a broker to buy or sell securities or commodities; the maximum price advance or decline from the previous day's settlement price permitted during one trading session as fixed by the rules of an exchange, specifically applicable to commodities.
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  	LIMITED BRANCH BANKING

A banking structure where banks may open branches only within specifically defined geographic areas within a state.
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  	LIMITED CHECK

A check marked "void" if it exceeds a certain amount, sometimes used in payroll checks.
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  	LIMITED COMPANY

The term or wording indicating that a firm is corporate in nature and may also indicate either a general or a limited partnership.
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  	LIMITED LIABILITY

The liability of stockholders of a business corporation that extends no further than to payment of the full par value of the issued and outstanding capital stock, such limited liability being one of the principal advantages of the corporate form of business organization.
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  	LIMITED LIFE PREFERRED STOCK

Preferred stock with a stated maturity.
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  	LIMITED PARTNER

A partner in a limited partnership whose person liability for the debts of the partnership is limited to his or her investment in the partnership.
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  	LIMITED PARTNERSHIP

A partnership that limits certain partner(s) to the amount of their investment, and where at least one partner is a general partner who has unlimited liability for the obligations of the partnership.
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  	LIMITED POWER OF APPOINTMENT

A power of the donee to pass on an interest in property that is limited in some manner-as to or for whom or to the time within which one must exercise the power; also known as special power.
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  	LIMIT ORDER

An order in which the customer specifies a price limit or other condition, such as time of an order, as contrasted with a market order which implies that the order should be filled as soon as possible.
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  	LINE OF CREDIT

The maximum amount that a person or concern is entitled to borrow from a bank at any given time, or normal limit of accommodation; the limit of credit, or credit line; total credit in force or potential credit balance at the disposal of a borrowing customer in return for which the customer is required to maintain proportional balance and prove to be an acceptable credit risk and an otherwise satisfactory account; an agreement between a bank and a borrower under which the bank agrees to provide unsecured credit to the borrower upon specified terms and conditions.
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  	LINE PERSONNEL

Employees who are directly involved in operations, as distinguished from staff who primarily perform advisory functions.
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  	LINE POSITION

An organizational position referring to persons who are directly associated with operations and who are directly responsible for creating and distributing the goods or services of the organization.
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  	LIQUID ASSETS

Current assets; assets immediately available as cash, or easily convertible into cash, e.g., call loans, amounts due from banks, exchanges for clearinghouse, loans eligible for rediscount, and securities enjoying a ready and reliable market.
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  	LIQUIDATING DIVIDENDS

A distribution of paid-in capital usually used when a corporation permanently reduces its operations or winds up its affairs.
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  	LIQUIDATING VALUE

The net value realizable in liquidation of a business or particular asset; amount that a corporation agrees to pay a preferred stockholder per share if the corporation liquidates.
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  	LIQUIDATION

Cash realization; the termination or winding up of a business by the conversion of its assets into cash and distribution of the proceeds, first to the creditors in their order of preference and the remainder, if any to the owners in proportion to their holdings; a relief procedure available to an insolvent debtor under bankruptcy law; the closing out of a long position.
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  	LIQUIDATOR

A person appointed by a court or designated by statute to wind up the affairs of a business.
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  	LIQUIDITY

The amount of time required to convert an asset into cash or pay a liability; marketability; closeness to cash; a measure of how quickly an item can be converted to cash; in economics, the desire to hold assets in the form of cash.
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  	LIQUIDITY EFFECT

The market response to an increase in the money supply and its effect on lending and the initial interest rate response to a monetary policy.
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  	LIQUIDITY RISK 

The variation in net income and market value of bank equity caused by a bank's difficulty in obtaining immediately available funds, either by borrowing or selling assets, and which is a fundamental risk of banking.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	LIQUID MARKET

A market in which selling and buying can be accomplished with minimal price change.
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  	LISTEDSECURITIES

Securities that have been approved and admitted or listed on a stock exchange.
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  	LISTING

The admission of a security in full listing on a stock exchange.
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  	LITIGATION

A lawsuit or legal process contested in court relating to a civil action.
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  	LITIGIOUS

A reference to excessive litigation, as in a litigious society or environment.
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  	LIVING TRUST

A form of trust by which the person who creates it (trust or, donor, creator, or grantor) transfers title to certain property (securities, real estate, etc.) to a trustee with instructions to apply the income according to the terms of the trust agreement; an inter vivos trust.
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  	LIVING WILL

A legal document setting forth the conditions for the direction of the withdrawal or withholding of medical treatment in situations where the patient has a terminal condition.
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  	LLOYD'S

An association of English insurance underwriters, known as Underwriters of Lloyd's, the oldest insurance organization in existence. Policies are not written as an organization by Lloyd's but by individual underwriters, supervised by the governing committee, although each policy bears the Lloyd's seal; an insurance exchange involving syndicates of individuals who insure large and unusual risks.
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  	LLOYD'S REGISTRY

An organization that screens and classifies shipping risks to assist insurance underwriters and others to know the quality and condition of vessels offered for insurance or employment.
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  	LOAD

The sales charges or commissions assessed by a mutual fund; in connection with open-end investment company shares, the difference between the selling price of the shares and the net asset value of the underlying securities; in connection with electric utility operations, the peak or average use of the facilities of the company.
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  	LOAD FUND

A mutual fund that imposes a sales charge or commission.
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  	LOAN

A sum of money let out or rented by a lender to a borrower, to be repaid with or without interest over a period of time. Loans are sometimes classified according to maturity, the character of the borrower, to security, to the obligation or number of names responsible for payment, and to whether interest is paid at the time the loan is made or at maturity.
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  	LOANABLE FUNDS

Sums of money offered and demanded during the period at a price.
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  	LOANABLE FUNDS THEORY

A supply and demand theory of the determination of nominal interest rates. The nominal rate of interest is assumed to be determined by the demand and supply of loanable funds in the financial market.
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  	LOAN APPLICATION

The standard loan application form used by many lenders; a checklist for a loan application, including such items as a photo ID and evidence of a social security number, a residence history, an employment history, a detailed list of assets and liabilities, the dollar amount being applied for, additional sources of income, and other matters.
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  	LOAN APPROVAL

The formal action of a bank or other lending institutions confirming the granting of a loan.
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  	LOANASSUMPTION

The assumption of a preexisting loan by another party as prescribed by law.
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  	LOAN COMMITMENT

A lending arrangement between a bank and a prospective borrower that lays out the loan amount, the terms of the loan, the commitment period, and other
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  	matters relating to the loan.
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  	LOANCONTRACT

The conditions under which a lender is willing to lend and a borrower is willing to borrow.
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  	LOAN COVERAGE RATIO

A measure of loan quality; a ratio of net income plus taxes plus loss provision divided by net charge-offs.
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  	LOAN DEPARTMENT

The department of a bank that, under the direction of the loan officer, executes the clerical details in connection with the loan transactions.
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  	LOAN LOSS RESERVE

The allowance for loan and lease losses.
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  	LOAN LOSS RESERVETO LOANS RATIO

A measure of loan quality; loan loss reserve divided by total average loans.
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  	LOAN ORIGINATION

The process of identifying and bringing about a loan transaction as distinguished from servicing loans, often undertaken by loan brokers, correspondent banks, and others sources.
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  	LOAN ORIGINATING FEES

The cost of originating and processing loans including evaluating the perspective borrower's financial condition, evaluating and recording guarantees, collateral, and other securities arrangements, negotiating loan terms, preparing and processing loan documents, and closing the transaction.
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  	LOAN PARTICIPATION

Buying portions of outstanding loan balances by purchasers, the buyers participate on a pro rate basis in collecting interest and principal payments.
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  	LOAN PRINCIPAL AND INTEREST PAYMENT

The periodic principal and interest payments needed to amortize a particular mortgage loan computed by using a table showing factors that can be used in making the computation or by a formula.
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  	LOAN PROCESSING

All of the activities that pertain to placing a loan on the bank's ledger after the loan has been approved, including note and supporting collateral documentation, booking and funding loans, billing and payment processing, note and collateral security, legal filings with governmental agencies, collections, record maintenance, participation purchases and sales, loan draft processing, customer service, and loan payoff release activities.
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  	LOAN REGISTER

A journal or register in which time loans are entered in the order in which they are granted.
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  	LOAN REVIEWS

Studies conducted to determine the ultimate collectability of the loan portfolio.
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  	LOAN RUN-OFF

The rate at which an existing mortgage portfolio will reduce to zero if no new loans are added to the portfolio.
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  	LOAN TELLER

An employee in the loan department who handles loan transactions.
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  	LOANS TO DEPOSITS RATIO

A measure of the amount of deposits committed to loans by the bank; total loans divided by total deposits.
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  	LOAN STRIP

A transaction involving the sale (or placement) of short-term loans made under long-term lending commitments in which a depository institution has made a long-term commitment to a borrower to lend funds as desired up to a specified limit for a set period of time, usually several years. Under this commitment, the borrower may take down funds for various periods of time at the end of which the borrower has the option to roll over the loan because of long-term lending commitment.
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  	LOAN SURVEY, PLOT PLAN, SURVEY

A detailed map of a plot of property showing lot dimensions, location of all buildings, north arrow and distance to a known intersecting street.
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  	LOAN-TO-LENDER PROGRAM

A program involving the issuance of tax-exempt bonds by a state or local housing authority and the subsequent lending of the proceeds to a reporting institution with the condition that these funds be used to make specified types of residential real estate loans.
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  	LOAN-TO-VALUE RATIO 

The percentage of the amount borrowed in the acquisition or refinancing of property in relation to a specified value, usually computed by dividing the loan amount by the appraisal value of the underlying collateral.
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  	LOAN WORKOUT

The efforts exerted by the property owner/developer to generate enough cash flow from the property to restore its value, usually in cooperation with a bank.
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  	LOBBY

A main room of a bank where customers' transactions and banking relations are conducted.
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  	LOCAL CHECK

A check payable by or at a local paying bank; a check payable by a non-bank pay or and payable through a local paying bank.
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  	LOCKBOXSERVICES

Bank services designed to speed up the collection and crediting procedures of bank customers by reducing the number of times a check has to be handled.
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  	LOMBARD LOANS

In England and certain European countries, loans secured by bonds and shares. The term derives its name from Lombard Street.
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  	LOMBARDS

A term given to professional moneylenders in the Middle Ages who were Christian; international merchant bankers.
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  	LOMBARD STREET

An expression referring to financial London in the way Wall Street refers to financial New York.
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  	LONDON EQUIVALENT

The price at which a security in London must be quoted to equal
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  	the New York price, being greater or less depending upon the rate of exchange, cost of shipment, loss of interest, and other factors.
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  	LONDON INTERBANK OFFERED RATE (LIBOR) 

The rate at which banks in London place Eurocurrencies orEurodollars with each other; a prime bankers' rate often used in international banking as a basic rate.
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  	LONDON RATES

Rates of exchange for the different classes of sterling bills (cables, checks, 30-, 60-, 90-day bills, and others) as quoted in London.
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  	LONDON STOCK EXCHANGE

One of the most important of the European stock exchanges and one of the best-known securities markets in the world, organized in July 1773.
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  	LONG

A condition when a buyer or holder of stocks, bonds, or commodities, usually on margin, owns more than he or she has contracts to deliver; the opposite of short.
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  	LONG ACCOUNT

The aggregate of securities purchased or held, usually on margin, in expectation of a rise in price of the securities.
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  	LONG RATE

In foreign exchange, the rate at which long bills, drawn at 30 days' sight or more and payable in another country, will be bought by the quoting bank or foreign exchange broker; in fire insurance, a rate made for a premium covering a policy to remain in force for more than one year.
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  	LONG RUN

In economics, a period of time where all factors of production are variable.
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  	LONG STERLING

Time bills of exchange drawn on London at 30 days' sight or more.
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  	LONG-TERM ASSETS

An asset other than a current asset.
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  	LONG-TERM BONDS

Bonds with maturities exceeding 10 years, often referring to 30 year Treasuries.
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  	LONG-TERM INVESTMENT

A separate asset category on a balance sheet reporting investments to be held for an extended period of time, as distinguished from marketable securities.
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  	LONG-TERM LIABILITY

A liability other than a current liability, such as bonds payables.
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  	LOOKBACK OPTION

An option in which the payoff on a settlement date is based on the highest (or lowest) value of the reference rate over the applicable period.
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  	LORENZ CURVE

A graphic device used by economists to illustrate the distribution of incomes (or similar data) for an economy.
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  	LORO ACCOUNTS 

In international banking, current accounts of banks with foreign banks of a foreign currency held on behalf of customers.
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  	LOSS ASSETS

Low quality assets; assets considered uncollectible and of such little value that their continuance as bankable assets is not warranted.
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  	LOSSES

In accounting, decreases in equity (net assets) from peripheral or incidental transactions of an entity and from other transactions and other events and circumstances affecting the entity during a period except those that result from expenses or distributions to owners (FASB).
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  	LOSS RESERVES

Reserves established by property or liability insurers, representing the total estimated amount required to pay the claims reported and those incurred but not reported.
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  	LOST AND STOLEN SECURITIES PROGRAM

A program established by the SEC requiring the reporting of and inquiries concerning the loss, counterfeiting, and theft of securities (Rule 17f-2).
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  	LOTTERY BOND 

A bond that may be called by lottery for redemption prior to maturity, for which the holder is paid, in addition to the principal and interest, a substantial varying cash bounty larger than the ordinary small premium involved in callable bonds. Such bonds may pay no current interest.
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  	LOUVRE ACCORD 

An international agreement arising out of a meeting of the finance ministers and central bank governors of 6 major industrial countries on February 22, 1987, at the Palais du Louvre in Paris, that promised intensified efforts at economic policy coordination to promote more balanced economic growth and to reduce existing imbalances.
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  	LOWER OF COST OR MARKET

An accounting procedure that provides the basis for reporting inventory and investments in the financial statements.
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  	LOW QUALITY ASSET

According to the Federal Reserve Act, Section 23A, an asset that falls in any one or more of the following categories: an asset classified as substandard, doubtful, or loss or treated as other loans especially mentioned in the most recent report of examination or inspection of an affiliate prepared by either a federal or state supervisory agency; an asset in a non accrual status; an asset on which principal or interest payments are more than 30 days past due; an asset whose terms have been renegotiated or compromised due to the deteriorating financial condition of the obligor.
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  	LUMP-SUM DISTRIBUTIONS

Distributions from qualified retirement plans, such as pension or profit-sharing plans, stock bonus or annuity plans, Keoghs, 403(b), or 401(k), representing the distribution of the entire amount invested, including all contributions made by the individual or the employer, as well as all earnings.
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  	LYONS

Liquid yield option notes.
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  	M
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  	M1-A

A definition of the money supply; demand deposits of all commercial banks other than those due to domestic banks, the federal government, and foreign banks and official institutions, less cash items in the process of collection and Federal Reserve float, currency outside the Treasury, Federal Reserve banks, and the vaults of commercial banks, and traveler's checks of non-bank issuers.
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  	M1-B

A definition of the money supply; M1-A plus negotiable orders of withdrawal (NOW and automatic transfer services (ATS) accounts) at banks and thrift institutions, credit union share draft accounts, and demand deposits at mutual savings banks.
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  	M2 

A definition of the money supply; M1-B plus savings and small-denomination time deposits of all depository institutions, overnight repurchase agreements at commercial banks, overnight Eurodollars held by U.S. residents other than banks at Caribbean branches of member banks, and money market fund shares.
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  	M3 

A definition of the money supply; M2 plus large denomination time deposits at all depository institutions and term repurchase agreements of commercial banks and savings and loan associations.
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  	MACRO

From the Greek, referring to large, great, and used in compound words, such as macroeconomics, contrasting with micro; a computerized series of recorded actions which can be activated to carry out all the recorded actions.
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  	MACROECONOMICS

That branch of economics that deals with the economy as a whole, including such topics as national income determination, employment and unemployment, productivity, economic growth, government budgets and national debt, the level of prices, inflation, fiscal policy and monetary policy, international balance of payments and exchange rates, foreign trade and capital flows, and other aggregate data domestic and international.
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  	MAGNETIC INK CHARACTER RECOGNITION (MICR)

A description of the numbers and symbols that are printed in magnetic ink on documents for automated processing.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	MAIL PAYMENT

A means employed in remitting small sums of money abroad.
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  	MAIL TELLER

The bank teller in charge of receiving, sorting, proving, and accounting for deposits that arrive by mail.
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  	MAINTENANCE

Costs or procedures that are incurred or undertaken to maintain tangible assets in their operating conditions but do not increase the asset's economic benefits.
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  	MAJORITY STOCKHOLDERS

The stockholders representing the controlling interest in a corporation. Ownership of over 50 percent of the stock is necessary for this purpose, but in large publicly owned corporations, effective control is usually achieved by minority holdings combining their votes with effective use of proxies from remaining scattered small holders.
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  	MAKER

The person or persons who execute a promissory note and thus is primarily liable on the instrument, who engage that he or she will pay it according to its tenor, and admits the existence of the payee and his or her then capacity to endorse.
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  	MAKING A MARKET

Standing ready to quote firm quotations (bid and asked) to buy and sell particular issues, particularly on the over the-counter market.
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  	MAKING A PRICE

When a seller quotes a price that he or she is willing to accept at the request of the buyer, or vice versa.
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  	MALFEASANCE

Mismanagement of an official act.
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  	MALONE ACT OF 1938

Legislation that established the Securities and Exchange Commission and that broadened disclosure requirements to include secondary markets, restricted the use of securities as collateral for bank loans, prohibited fraud and price manipulation in the secondary market, and generally regulated associations of stock brokers and dealers.
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  	MALPRACTICE

Wrongful conduct by a professional from ignorance, malice, or negligence performed in his or her practice that results in injury or loss.
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  	MALTHUSIAN THEORY OF POPULATION

A economic theory propounded by the Reverend Thomas Malthus in his Essay on the Principle of Population (1798) to the effect that unchecked population increases at a geometric rate and subsistence increases only at an arithmetic rate. Accordingly, population growth will eventually lead to starva-
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  	tion. Malthus underestimated humans' ability to innovate and to control their population growth and to increase food production.
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  	MANAGED ACCOUNT 

An investment account where the investor turns over direction of the account to a professional manager.
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  	MANAGED CURRENCY

Essentially, any currency that involves application of central bank credit policy and the latter-day concept of fiscal policy.
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  	MANAGEMENT

The process by which human efforts are coordinated and combined with other resources to accomplish organizational goals and objectives; the discipline of management; the art of getting things done through people, through the utilization of five basic functions: planning, organizing, directing, leading, and controlling.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	MANAGEMENT ACCOUNTING

A segment of accounting that deals specifically with how accounting data and other financial information can be used to manage businesses, governmental agencies, and not-for profit entities, with a focus primarily on internal management needs; managerial accounting.
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  	MANAGEMENT ADVISORY SERVICES

Advice and assistance on organization, personnel, planning, operations, controls, and other managerial and administrative concerns provided to clients by accountants, management consultants, and others.
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  	MANAGEMENT AND BUDGET, OFFICE OF

An office of the executive branch of government established to aid the President to bring about more efficient and economical conduct of government service and activities related to this objective.
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  	MANAGEMENT BY EXCEPTION 

A management control system that focuses on matters that require a manager's attention.
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  	MANAGEMENT BY OBJECTIVES (MBO)

A management control system in which managers and workers jointly establish objectives over a specified time period and meet periodically to evaluate their progress in attaining the established goals.
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  	MANAGEMENT FEE

The amount paid by a mutual fund to the investment adviser for its services.
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  	MANAGEMENT LETTER

A written correspondence from the auditor to an official of the client containing suggestions and recommendations for improving procedures, operations, and controls relating to auditing, tax, and management services. The letter is usually addressed to the board of directors, its audit committee, and the chief executive officer, or to a designated official.
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  	MANAGEMENT OFFICIAL

An employee or officer with management functions; a director; a trustee of a business organization under the control of trustees; any person who has a representative or nominee serving in any such capacity.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	MANAGEMENT REPRESENTATIONS

Assertions on representations by management to its auditors associated with such matters as the existence or occurrence of assets or liabilities on a particular date or whether recorded transactions actually occurred within a period, completeness of accounts and transactions that should be in the financial statements, rights and obligations of an entity on a particular date, valuation of allocations, presentation and disclosures, and similar matters.
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  	MANAGEMENT THEORIES 

Cultural values and technological developments that constitute the primary elements of most management theories, such as the classical organization theory, scientific management, behavioral organization theory, information systems theory, and quantitative management science.
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  	MANAGER

A person who is responsible for accomplishing organizational goals and objectives by getting things done through people and who perform basic functions including planning, organizing, directing, leading, and controlling.
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  	MANAGING UNDERWRITER

In a public offering of securities, the firm that manages both the offering and the syndicate involved in its distribution.
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  	MANDATORY CONVERTIBLE SECURITIES

Equity contract notes that require the holder to take common or perpetual preferred stock of the issuer in lieu of cash for repayment of principal; and equity commitment notes securities that are redeemable only with the proceeds form the sale of common preferred perpetual stock.
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  	MANIFEST 

A formal schedule or statement of a cargo taken on board a ship, prepared by the manifest clerks under the direction of the ship's master; a summary of all the bills of lading covering the chip's cargo and is an operating, clearance, entry, and accounting document.
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  	MANIPULATION 

The artificial advancing and depressing of prices by those who have the ability to do so.
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  	MANUALS 

Periodic publications containing financial statistics and other descriptive information and used as reference sources by brokerage firms, financial institutions, investors, and others, including Standard & Poor's, Moody's, and others.
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  	MAPS 

Market auction preferred stock.
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  	MARGIN

A payment on account of a purchase, conferring ownership with its attendant risks
	

	

	















 

  	
  	
  	
  



	




	Page 152

	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	and privileges upon the buyer, but subjecting the person to a lien on the purchase to the extent that credit is advanced to finance the full purchase price secured by the purchase.
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  	MARGIN ACCOUNT 

Customers buying stocks on margin or engaging in short sales must have a general account, often referred to as a margin account.
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  	MARGINAL

At the outer or lower limits or edge; in economics, selling a good or service at a price that just equals the additional cost of producing the last unit supplied.
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  	MARGINAL ANALYSIS

Perhaps the single most pervasive concept in economics that describes decision making in terms of marginal benefits and marginal costs, which is the additional (marginal means additional) benefits associated with a decision and the addition costs associated with that same decision.
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  	MARGINAL COST

The increase (decrease) in the total cost resulting from the production of one more (less) units of output.
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  	MARGINAL COST OF FUND

The incremental cost of additional funds to finance firm operations or investments.
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  	MARGINAL EFFICIENCY OF CAPITAL

The rate of discount that equates present value of net expected revenue from an investment of capital to its cost, a Keynesian concept; the expected rate of return on investments.
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  	MARGINAL PRODUCTIVITY THEORY OF INCOMEDISTRIBUTION

An income distribution theory that factors of production should be paid according to their marginal (additional) product. Those factors contributing more to output should be rewarded accordingly.
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  	MARGINAL PROPENSITY TO CONSUME OR SAVE

The portion of each additional dollar earned that consumers allocate to consumption as opposed to savings. Thus, the marginal propensity to consume plus the marginal propensity to save sums to unity.
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  	MARGINAL REVENUE

The additional revenue earned by a firm from selling one additional unit of its product.
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  	MARGINAL TAX RATE 

The tax rate that applies to any incremental amount of taxable income.
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  	MARGINAL UTILITY

The change in total utility resulting from a one-unit change in the quantity of a product or service.
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  	MARGIN CALL 

A notice sent by a broker to a customer, or by a bank to a borrowing banker, requiring additional security or a partial payment of a loan in order to offset or make good a loss in the value of the collateral due to a decline in the market price of securities pledged.
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  	MARGIN OF SAFETY

The extent or degree by which the principal of a loan or issue of securities is protected by property equities and earning power; in accounting, the dollar amount or percentage by which sales can be reduced without sustaining losses.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	MARINE INSURANCE

Insurance policies that provide specific coverage and maximum liability to the insured by the underwriter in consideration of payment of premiums for a specific voyage or other term and against specified risks, usually perils of the seas, fire, thieves, criminal barratry of the master and mariners, and all other like perils and losses.
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  	MARITAL DEDUCTION 

For federal estate and gift tax purposes, an unlimited deduction for the full value of qualifying property transferred during life and at death to a surviving spouse.
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  	MARITAL DEDUCTION TRUST

A trust that permits the grantor to take advantage of the unlimited marital deduction for transfers of property to a spouse.
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  	MARK 

Currency of Germany.
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  	MARK DOWN 

In banking practice, the reappraisal of the value of securities pledged as collateral to stock exchange loans whenever there is a severe decline in the stock market; in accounting, a reference to a reduction in price below the original sale price, usually because of a decrease in the general level of prices, special sales, damaged goods, overstocking, and competition; in the stock market, the difference between the current wholesale bid and the price a retail customer receives when selling a security to a firm acting as a dealer (the principal) for its own account and risk.
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  	MARKET 

Any interaction of buying and selling interest for goods or services; a locality in which the determination of quotations or prices of actual transactions in goods and services is established.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	MARKETABLE SECURITY 

Short-term investment, one that can be sold any time the investor wishes; a short-term investment.
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  	MARKETABILITY 

The relative ease and promptness with which a security or commodity may be sold when desired, at a representative current price, without material concession in price merely because of the necessity of sale, connoting the existence of current buying interest as well as selling interest and is usually indicated by the volume of current transactions and the spread between the bid and asked price for a security or commodity--the closer the spread, the closer are the buying and selling interests to agreement on price resulting in actual transactions.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	MARKET AVERAGES

One of the chief ba-
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  	rometers upon which investors and speculators rely in making market commitments, for an indication of price trends as well as levels, such as the Dow Jones Averages, Standard & Poor's averages, Moody's averages, Value Line stock average, Barron's averages, and many others.
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  	MARKET CHECK

In some instances depositors have arranged with their banks that each check drawn by them shall bear a certain distinguishing mark known only to the depositor and the bank, the purpose of which is to prevent forgery.
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  	MARKET CORRECTION

A relatively small reversal in prices following a significant trending period.
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  	MARKET INFLUENCES

Almost everything that happens in business that has a direct or indirect influence on the markets, including fundamental and technical factors.
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  	MARKETING 

The activities that bring buyers and sellers together, including communicating with customers and managing, distributing, and pricing products and services; an independent branch of study or an intellectual discipline.
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  	MARKET LEADERS

Those stocks that act as bellwethers of their respective industry groups in market action.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	MARKET LETTERS

Periodicals prepared by brokerage houses and others that provide information to its members and clients summarizing the more prominent political, business, financial, and technical market factors bearing upon the price trend and other market activities and opportunities.
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  	MARKET LIQUIDITY RISK 

The possibility that a financial instrument cannot be sold quickly and at full market value.
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  	MARKET MAKER

A brokerage firm in the over-the-counter market that purchases and sells shares in one or more OTC stocks for its own account, the market maker acting as a principal on one side of a transaction; a professional securities dealer who stands ready to buy when there is an excess of sell orders and to sell when there is an excess of buy orders.
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  	MARKET ORDER

An order given to a broker to be executed at the best price obtainable for the particular security or commodity immediately after its receipt.
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  	MARKET PRICE 

The price that is currently being realized for a particular security or commodity.
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  	MARKET PRODUCT LIQUIDITY RISK 

The possibility that there will not be enough buyers or sellers of a product or that the market will be too thin to determine a price.
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  	MARKET RATE OF INTEREST

The rate of interest charged by banks for the particular class of loans at issue, different rates being quoted for call and time loans, commercial paper, bankers acceptances, etc.
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  	MARKET RATE STANDBY

A formal commitment that provides the option to deliver loans at the current mortgage interest rate.
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  	MARKET REFORM ACT OF 1990

An act involving a number of public agencies who will be identifying ways to reform trading practices, including clearance and settlement of transactions, margin accounts, controlling market emergencies, and maintaining the competitiveness of U.S. financial markets.
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  	MARKET RESEARCH 

The systematic accumulation, recording, analysis, and interpreting of data about marketing issues, products, services, consumer preferences, trends, relationships, and other matters.
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  	MARKET RISK 

A risk related to adverse changes in the market prices of financial instruments.
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  	MARKET SEGMENTATION

A technique for modifying or adjusting a firm's product or services to meet the needs of special market segments instead of the total market.
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  	MARKET SENTIMENT 

The general tone or feeling of a market toward the future course of prices and trends, e.g., bullish, bearish, etc.
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  	MARKET STABILIZATION

A form of market manipulation generally prohibited by the Securities and Exchange Act of 1934.
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  	MARKET STRUCTURE 

The composition of firms in a market, including perfect competition, monopolistic competition, oligopoly, and monopoly.
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  	MARKET TIMING 

The shifting of assets into or out of the market to maximize investment returns based on anticipated market changes.
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  	MARKET VALUE

The highest price estimated in terms of money, which a buyer would be warranted in paying and a seller justified in accepting, provided both parties were fully informed, acted intelligently and voluntarily, and that all the rights and benefits inherent in, or attributable to, the property were included in the transfer; the current or prevailing price of a security or commodity as indicated by current market quotations, and therefore the price at which additional amounts presumably can be purchased or sold.
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  	MARKET VALUES EARNING RATIO 

A ratio often used in judging current market value, or fair current market value, that is the multiple of market value relative to annual earnings (projected earnings for the coming year); the capitalization of earnings by market value.
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  	MARKING DOWN RATES

In banking prac-
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  	tice, reducing the rate charged on outstanding call loans.
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  	MARKING UP RATES

In banking practice, the practice of charging a higher rate on call money borrowing than that at which the loan was originally arranged or previously standing.
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  	MARK, KARL

Considered by many to be the founder of Communism. The author of Das Kapital, which provided a vision of an economy and society the opposite of capitalism and the free enterprise system
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  	MARK SIGNATURE

An ''X " or other distinguishing mark affixed to an instrument (check, note, mortgage, passbook, etc.) by a person who is unable to write his or her own name. The name of the signer is then written next to the mark by a witness.
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  	MARK-TO-MARKET

In accounting, the act of adjusting an account to a market price at a specific financial statement date; in investing, the daily cash flow system used by U.S. futures exchanges to maintain minimum level of margin equity for a given futures or option contract position by calculating the gain or loss in each contract position resulting from changes in the price of the futures or option contracts at the end of each trading day; the practice of marking up or down to market price or net asset value securities and mutual funds.
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  	MARKUP 

The difference between the current wholesale offer and the price a retail customer pays when purchasing a security from a firm acting as a dealer (as principal) for its own account and risk.
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  	MARSHALING OF ASSETS

Orderly disposal of assets between partnership creditors and partners' personal creditors in the termination of a partnership.
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  	MASSACHUSETTS TRUST

A declaration of trust in which organizational details are provided and limited as to maximum duration by the particular state's version of the rule against perpetuities, legal title to the property of trust being vested in the trustees who issue transferable participation certificates to the beneficiaries (analogous to stockholders), which provide limited liability to the beneficiaries.
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  	MASTER MORTGAGE

A standard mortgage form used by a bank or legal authority.
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  	MATCHED FUNDING METHOD 

A method of internal funds transfer pricing by banks whereby the bank's money desk goes to the money market and purchases funds for new loans, the funding and loans having the same maturity that locks in an interest rate on the funding so the spread should be stable through the life of the loan.
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  	MATCHED ORDERS 

A form of manipulation by which an operator buys a particular stock from one broker and wells it through another, thus artificially giving the appearance of activity.
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  	MATCHED SALE-PURCHASE AGREEMENTS

When the Federal Reserve makes a matched sale-purchase agreement, it sells a security outright for immediate delivery to a dealer or foreign central bank, with an agreement to buy the security back on a specific date at the same price which allow the Federal Reserve to withdraw reserves on a temporary basis; the reverse of repurchase agreement.
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  	MATCHING PRINCIPLE 

An accounting concept that requires that revenues generated and expenses incurred in earning those revenues should be reported in the same income statement.
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  	MATERIALITY

An accounting concept that refers to the magnitude or significance of something that would be of interest to an in informed investor or creditor in making evaluations and decisions, implying substance, importance, and consequence; a legal concept refers to the applicability of a point of law, evidence, or testimony.
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  	MATRIX 

In mathematics, the rectangular arrangement into rows and columns of data.
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  	MATURITY

The terminating or due date of a note, time draft, acceptance, bill of exchange, bond, and other instruments; the date a time instrument of indebtedness becomes due and payable; period within which a futures contract can be settled by delivery of the actual commodity.
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  	MATURITY DISTRIBUTION

The diversification of maturities of bonds as to short-term, intermediate-term, and long-term, aiming at a straddle on the question of open market price depreciation versus normally higher yields on longer-term maturities.
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  	MATURITY GAP

Mismatched asset and liability maturities creating days or periods of uneven cash inflows and outflows.
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  	MATURITY TICKLER

A record indicating the date upon which each loan, bill discounted, bond investment, or other time instrument matures.
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  	MAXIMAX CRITERION

A decision rule that recommends selecting the alternative (such as an investment opportunity) that will yield the maximum possible outcomes under the best (maximum) of all possible situations; a criterion of optimism.
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  	MAXIMIN CRITERION 

A decision rule that in a situation in which the decision maker does not have information about the outcomes of actions, and no estimate can be made about the probabilities associated with alternative
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  	outcomes, recommends the selection of the alternative (such as an investment opportunity) that will yield the maximum possible outcome under the worst (minimum) of all possible situations; a criterion of pessimism.
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  	MAXIMUM LOAN VALUE

"The percentage of current market value assigned by the Federal Reserve Board under Section 221.8 of Regulation U to specified types of collateral, e.g., the maximum loan value of margin stock is stated as a percentage of its current market value; puts, calls, and combinations thereof have no loan value except for purposes of Section 221.5 (c)( 10) of Regulation U; all other collateral has good faith loan value." Regulation U, 123 CFR 221.2 (i)
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  	MCFADDEN ACT 

An act passed in 1927 that permitted national banks to establish full service branches within the cities in which they were located if state banks had similar authority.
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  	MCCLEAN-PLATT ACT

An act passed in 1919, under which national banks, without restriction in the amount of their capital and surplus, were permitted to subscribe in limited amounts of their capital and surplus to the stock of foreign banking corporations as a means of providing for the capitulation of institutions engaged in financing foreign trade. This act was superseded by the Edge Act.
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  	MEAN-VARIANCE EFFICIENCY 

A model of the optimal selection of portfolios by investors based on the observation that the only characteristics of a portfolio that an investor is interested in are its mean, or average, return and the variance of the return, the variance being interpreted as a measure of the portfolio's riskiness, the higher the variance the greater the risk.
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  	MEASUREMENT 

The assignment of numbers to objects, events, or situations in accord with some rule or guideline; measurable attributes (or magnitudes) of objects, events, or situations; in mathematics, nominal (categorize data by names only), ordinal (scale has the property of order), interval (scale has order plus a constant interval), ratio (scale has order, a constant interval, plus a unique zero-point that makes the ratio statements meaningful).
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  	MECHANIC'S LIEN 

A claim, created by statute law in most states, in favor of persons who have performed work or furnished materials in and for the creation or repair of a structure, which attaches to the land as well as to the structure; a preferred claim that secures to the holder priority of payment.
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  	MEDIAN 

An average that represents the middle value in a set of values.
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  	MEDIATE 

To act as an intermediary in a dispute.
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  	MEDIUM OF EXCHANGE 

Money that serves as a medium of exchange in economic transactions, the most important characteristic of which is that it is widely accepted.
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  	MEDIUM TERM BONDS

Bonds with a maturity ranging from one to ten years.
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  	MEETING 

The types of gatherings at which important matters are supposedly dealt with by such parties as officers, directors, stockholders, and others, subject to provisions of law or contract.
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  	MELON 

In the stock market, a stock dividend or large extra cash dividend.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	MELTDOWN 

A term describing the precipitous drop in the stock average in October 1987; a reference to the impact of the meltdown of an atomic reactor.
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  	MEMBER BANK CALL REPORT

Statements of condition reported by member banks in response to calls from governmental authorities.
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  	MEMBER BANKS

Any national bank, state bank, or bank or trust company, that has become a member of a Federal Reserve bank; a depository institution that is a member of the Federal Reserve.
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  	MERCANTILE AGENCIES 

Companies engaged in the business of supplying credit information, such as Dun & Bradstreet.
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  	MERCANTILE EXCHANGE 

The facilities and advantages of futures trading in perishable commodities and thus are termed mercantile or product markets, the specific commodities traded varying with each exchange.
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  	MERCANTILE PAPER 

Notes, acceptances, and bills of exchange made or endorsed by concerns engaged in jobbing, wholesaling, or retailing of commodities.
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  	MERCANTILISM 

A term originally used by Adam Smith referring to the theory that a country can grow stronger in world markets by exporting more goods than it imports, by so doing the country increases its holding of gold. Smith argues against this theory suggesting that true economic strength rests with the productive capabilities of a nation rather than with its monetary wealth.
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  	MERCHANDISE TRADE ACCOUNT 

A trading country that is both an importer and an exporter.
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  	MERCHANDISE TURNOVER 

The rate at which the stock of merchandise of a concern is moved (turned over), determined by dividing the annual cost of goods sold by the average inventory, and used to measure credit risk and operating activity.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	MERCHANTS' BANK 

Commercial and investment banks frequently found in European countries that lend, borrow, underwrite, deal
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  	in securities, and provide other banking services.
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  	MERCHANTS' RULE

A method for allowing interest credit on partial payments made on an installment basis, one variation of which requires that both debt and all partial payments are considered to earn interest up to the final date, the final amount due is their difference.
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  	MERGER 

A combination of two or more corporations wherein the dominant unit absorbs the passive unit, the former continuing operations usually under the same name.
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  	METRIC SYSTEM 

A decimal system of weights and measures that originated in France in which the basic unit of the system is the meter, which is approximately one ten-millionth of the distance on a meridian from the equator to the pole, or about 39.37 inches, having applications in meters, gallons, acres, pounds, and other measurements.
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  	METROPOLITAN STATISTICAL AREA 

A specific geographical area that is defined by the U.S. Office of Management and Budget.
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  	MEZZANINE MONEY 

Private placements and junk bonds used to finance leveraged buyouts, the name referring to the fact that they stand between the secured debt of the banks and the risky residual claims of the shareholders.
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  	MICR 

Magnetic Ink Character Recognition.
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  	MICRO 

From the Greek, meaning small.
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  	MICROCOMPUTER 

A computer small enough for each employee (work station) to have its own.
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  	MICROECONOMICS 

A division of economics (micro meaning small) which is the study of the allocation orexchangeof scarce resources among market participants-consumers and producers firms; the fundamentals of exchange theory.
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  	MIDGETS GNMA 1 

pools issued for 15 years, or more, fixed rate mortgage total at least $1 million face value, all issued at the same interest rate.
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  	MIDWEST STOCK EXCHANGE 

A regional securities exchange located in Chicago.
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  	MILKING 

A process employed by the management of some companies of exploiting their business by squeezing the last cent of profit from operations or cash from the business.
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  	MILL

A monetary unit of account of U.S. currency having a value of one-tenth of one cent, used in money calculations where precision in fractions of a cent is required.
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  	MILLING 

The ridged or furrowed edge forming the circumference (rim) of coins having the purpose of preventing the clipping or filing of the edges and the sale of such clippings by dishonest persons.
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  	MINICOMPUTER 

Small, compact computer that operates like a large system but having limited capacity or capability.
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  	MINIMAX REGRET RULE

A decision rule that requires minimizing the maximum regret.
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  	MINIMUM EFFICIENT SCALE 

The output level that corresponds to a firm's ability to capture all economics of scale, occurring where long-run average cost is at a minimum; a point at which a firm can not produce its product at a lower average cost.
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  	MINIMUM FREE BALANCE

In checking or nonborrowing accounts, the average balance, also known as the compensating balance, maintained by a borrowing account.
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  	MINIMUM WAGE 

A wage sufficient for workers to live a truly human life and to carry out their family responsibilities with dignity; the least amount a worker can earn per hour as set by law.
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  	MINNEAPOLIS GRAIN EXCHANGE

A central marketplace for grain that provides an auction site for the buyers and sellers of grain.
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  	MINOR COINAGE PROFIT 

The seigniorage profit that the Bureau of the Mint derives in coining minor coins from the constituent metals, equal to the difference between the monetary value of the coins and the commercial value of the metals consumed in their coinage.
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  	MINOR COINS

In the currency system of the United States, the nickel (five-cent piece) and the cent (one-cent piece).
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  	MINORITY BUSINESS DEVELOPMENT AGENCY

An agency of the federal government whose purpose is to develop and coordinate a national program for minority business enterprise.
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  	MINORITY INTEREST

The interest of other shareholders in a subsidiary when a parent company owns less than 100 percent of the subsidiary; the noncontrolling interest in a subsidiary.
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  	MINORITY STOCKHOLDERS 

Those shareholders owning less than a majority controlling interest in the stock of a corporation.
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  	MINT

A place where metallic money is manufactured or coined, such as the Bureau of the Mint.
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  	MINT FINE BARS 

Bars of gold or silver of 0.995 fineness and upward.
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  	MINT MARK

The unobtrusive mark on a coin that indicates the mint at which it was made.
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  	MINT PAR OF EXCHANGE 

The ratio of one country's standard unit of money to that of another country on the same metallic basis; the bullion content of the monetary unit of one country expressed in terms of that of another.
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  	MINUTES 

The proceedings of directors' and stockholders' meetings of a corporation, for-
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  	mally kept in permanent records in the minutes book.
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  	MINUTES BOOK 

A corporate record that includes the stock certificate books, the stock transfer book, the stock ledger, and the minutes book; a formal permanent record of all the actions and proceedings at meetings of directors and stockholders.
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  	MISAPPLICATION OF FUNDS

A criminal offense associated with such actions as embezzlement, abstraction, purloining, and misuse of monetary items.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	MISAPPROPRIATE 

To put to an improper use funds entrusted to one's care, trust. or oversight.
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  	MISDEMEANOR 

A relative small crime of offense less serious than a felony.
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  	MISMATCH 

A reference to an unsuitable or wrong much of maturities when short-term funds are related to long-term mortgage instruments.
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  	MISSENT

An item improperly leaving the bank.
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  	MISSISSIPPI BUBBLE

The final unfortunate outcome of a series of speculative financial ventures under the leadership of John Law, a Scottish financier and paper money advocate, with the aid of the French government, in which Law obtained a franchise to organize in Paris France's first financial institution, known as the Banque Generale that was empowered to issue notes (paper currency) payable at sight in the weight and value of the money mentioned at the time of issue. In 1717, the notes were decreed as acceptable in payment of taxes. Having obtained the confidence of the regent, Law was granted control of Louisiana for purposes of trade and colonization. Accordingly, in 1717, Law founded the Compagnie de la Louisiane et de l'Occident that later absorbed the Compagne du Canada and companies with similar powers in East India, China, and Africa. The company was commonly known during its life as the Mississippi Company; and, after its failure following a hugh speculative craze based on the over-issue of paper money, as the Mississippi Bubble.
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  	MISSORT 

An item sorted improperly within a bank.
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  	MISTAKE 

A misunderstandng or erroneous belief relating to a matter of fact or of law; a mathematical error, misapplication of a principle or procedures, misuse or oversight of data that were available, the incorrect classification of data, and similar errors.
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  	MITE 

A very small sum of money; a biblical term referring to a widow's mite.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	MODE 

The value that occurs most frequently.
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  	MODEM 

A device that allows a computer to convey information over a telephone line.
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  	MOMENTUM 

The acceleration in price, volume, and activity, especially as reflected in the markets; in technical analysis, the relative change in price over a specific time interval.
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  	MONETARISM 

An economic theory of monetary policy that holds that the quantity of money has a major influence on economic activity, requiring that targets of the growth of the money supply be established.
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  	MONETARISTS 

Professionals who maintain that monetary growth or decline is the most important factor determining economic activity and that fiscal policies have little effect on real gross national product. The most notable advocate of monetarism is Noble Laureate Milton Friedman.
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  	MONETARY 

Of or pertaining to money or currency.
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  	MONETARY ASSETS AND LIABILITIES

Assets and liabilities the amount of which is fixed in terms of dollars by statute or a contract or cash, such as accounts receivables, accounts payable, notes receivable and payable, and many others.
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  	MONETARY BASE 

The liabilities of the Federal Reserve System including currency and the deposits of member banks.
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  	MONETARY CONTROL ACT OF 1980

Title I, Depository Institutions Deregulation and Monetary Control Act of 1980.
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  	MONETARY GAIN OR LOSS 

Gain or loss in general purchasing power as a result of holding monetary assets or liabilities during a period when the general purchasing power of the dollar changes. During periods of inflation, holders of net monetary assets lose and holders of net monetary liabilities gain general purchasing power.
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  	MONETARY POLICY 

Broadly construed, any policy relating to the supply or use of money in the economy relating to the credit control powers of monetary authorities exercised through the central bank upon the banking system, pursuant to a policy, having an objective such as stability in prices by counter cyclical action upon the money supply.
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  	MONETARY STANDARD 

The type of standard money (money of ultimate redemption) in a monetary system, e.g., a commodity standard or a fiat standard.
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  	MONETARY STOCK 

The aggregate of all kinds of money issued by a government, including that held in the treasury, in the central banks and other banks of issue, and in circulation.
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  	MONETARY TARGETS 

Projections or ranges of monetary aggregate and credit growth that give some indication of monetary policy intentions of the Federal Reserve.
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  	MONETARY UNIT 

The unit selected by a government to serve as the unit of account and which by law contains a prescribed weight
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  	and fineness of the metal selected to serve as the standard of value. MONETIZE To legalize acommodity as money.
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  	MONEY BROKER

A person or firm that acts as intermediary between borrowers and lenders of money.
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  	MONEY CENTER BANKS 

Major financial institutions located in financial centers such as New York, Chicago, Los Angles, San Francisco, London, Paris, Tokyo, and other places.
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  	MONEY CIRCULATION 

Currency (coin and paper money) in circulation, outstanding outside of the Treasury and Federal Reserve banks, the bulk of which currently consists of Federal Reserve notes.
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  	MONEY LAUNDERING 

The practice of converting the proceeds of illegal activity into cash or other assets whose sources would be hidden to law enforcement agencies.
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  	MONEY MARKET 

In a broad sense, any demand for and supply of funds and credit; in a technical sense, the open market as contrasted to personalized borrower-lender relationships for short-term funds and the capital market for longer-term funds provided by dealers and underwriters; financial markets for short-term debt instruments.
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  	MONEY MARKET CERTIFICATE 

Certificates authorized for commercial banks and thrift institutions with minimum denominations and interest rates based on the 26-week U.S. Treasury bill rate.
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  	MONEY MARKET DEPOSIT ACCOUNT (MMDA) 

A savings account authorized in 1982 under the Depository Institutions Deregulation Act (Garn-St. Germain Act).
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  	MONEY MARKET FUNDS 

Mutual funds whose primary objective is to make higher interest securities available to the average investor who wants immediate income and high investment safety; liquid asset or cash funds.
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  	MONEY MULTIPLIER 

The factor by which a change in total reserves changes the M1 money supply, equal to the reciprocal of the reserve requirement ratio.
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  	MONEY OF ACCOUNT 

The kind of money in which the bookkeeping of a nation is carried on, e.g., dollars and cents in the United States.
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  	MONEY ORDER 

A form of credit instrument issued by banks and the post office calling for the payment of money to the named payee and providing a safe and convenient means for persons not having checking accounts to remit funds.
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  	MONEY PURCHASE PLAN 

A defined contribution in which the employer will make a contribution based on a fixed percentage of the employee's salary with maximum ($30,000) and minimum contributions prescribed, with different rules applying to the self-employed.
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  	MONEY RATES 

In a broad sense, the levels of interest rates and yields on high-grade securities generally and the cost of credit to borrowers of various types; a term connected with open market rates in the New York money market.
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  	MONEY RISK 

The risk of open market price depreciation in the price levels of high-grade obligations; obligations and other types of high-grade, fixed-interest rate or dividendrate securities should interest rates and yields generally rise and the market prices of such securities have to be adjusted downward to afford the higher prevailing returns and yields; also known as interest-rate risk.
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  	MONEY SUPPLY 

Anything that is readily accepted in payment of a debt or taken in exchange for goods and services; the money stock considered to be transactional in nature; M1-A, M1-B, M2, M3, and L; highly liquid assets.
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  	MONEYTRANSFER

The transmission of funds from one place to another by means of the public or private telegraph.
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  	MONEY VALUE

The value of an asset expressed in terms of the national currency, as contrasted with its barter value in terms of other goods and commodities.
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  	MONOLINEBONDINSURER 

A triple-A rated company that guarantees that all interest and principal payments on a bond will be paid as scheduled and that participates in no other line of business.
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  	MONOMETALLISM 

A system in which only gold or silver is made the basis of the standard money of a nation, other metals being used for subsidiary monetary purposes only.
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  	MONOPOLISTIC COMPETITION

A market structure in which there are many sellers of a differentiated product (such as breakfast cereal) and only minor barriers to entry.
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  	MONOPOLY

A market structure in which there is only one supplier of a product and significant barriers to entry in which the monopolist will set a price to maximize profits.
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  	MONOPSONY

A market situation in which there is only one buyer of a product.
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  	MONTHY INVESTMENT PLAN 

A pay-as you-go plan for the periodic investment of any amount in designated listed stocks by individual investors.
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  	MOODY'S INVESTORS SERVICE 

A major statistical service, founded by John Moody in 1903, that publishes the Moody's Manuals, consisting of volumes with semiweekly supplements, including Banks and Finance, Industrials, Public Utilities, Transportation,
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  	International, Municipals and Governments, and other products.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	MORALOBLIGATION BOND 

Are venue bond that, in addition to its primary source of security, possesses a structure whereby a state pledges to make up shortfalls in a debt service reserve fund, subject to legislative appropriation.
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  	MORAL RISK 

In loaning money, that part of the risk that depends upon the integrity or honesty of the borrower or prospective borrower.
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  	MORAL SUASION

An informal process used by the Federal Reserve and others to attempt to advise major financial institutions of the Fed's position or proposed course of action without taking formal action.
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  	MORATORIUM 

An order by a government making it lawful to defer payment of all or certain kinds of debts for a certain period of time beyond the original maturity, issued in order to prevent general bankruptcy or a collapse of credit by legally protecting debtors against their creditors in times of public danger; a legal authorization to delay the performance of some legal obligation, especially the payment of debt.
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  	MORRIS PLAN 

A pioneer system of personal loans that took its name from Arthur J. Morris, who founded the first Morris Plan bank (actually, a personal loan company making co-maker loans to individuals) in 1910, the Fidelity Savings & Trust Company of Norfolk, Virginia.
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  	MORTGAGE 

A conveyance of property to a creditor as security; the deed by which such a transaction is affected; to obligate or pledge; common law mortgage that conveys title to the property and land that is security for debt to the mortgage, subject to the subsequent condition that upon payment of a debt with interest as covenanted, the conveyance shall be void; legal lien mortgage that entitles the mortgagee to a legal lien upon the property.
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  	MORTGAGE-BACKED PASS-THOUGH SECURITIES 

Securities that convey ownership of a fractional part of each mortgage in a pool of mortgages backing that security.
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  	MORTGAGE-BACKED SECURITIES

Securities backed by mortgages usually issued by banks to large institutional investors and by the Government National Mortgage Association (GNMA or Ginnie Mae), Federal Home Loan Mortgage Corporation (FHLMC or Freddie Mac), and Federal National Mortgage Association (FNMA or Fannie Mae); collateralized mortgage obligations; pay through bonds. The underlying collateral is a pool of mortgages. Investors receive payments from the interest and principal on the underlying mortgages.
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  	MORTGAGEBANKER

A banker or firm whose business consists of lending funds upon mortgage security and also transacts related activities such as title insurance, mortgage servicing, and investing operations including purchase and sale of outstanding mortgages.
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  	MORTGAGE BANKERS ASSOCIATION 

A nationwide association of bankers devoted to the field of mortgage and real estate finance, including mortgage companies, commercial banks, savings and loan associations, mutual savings banks, mortgage brokers, life insurance companies, and others.
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  	MORTGAGE BOND 

A bond secured by a mortgage on property, whether real or personal or both, as distinguish from debenture or unsecured bonds.
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  	MORTGAGE BROKER 

The party who originates and sells mortgages but who does not service the loan; an intermediary between the mortgage borrower and the lender.
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  	MORTGAGE CERTIFICATE

A former modified form of mortgage or real estate bond, also known as a mortgage participation certificate.
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  	MORTGAGE COMPANY

A company whose business consists of lending funds upon mortgage security and usually also transacting related activities such as title insurance, mortgage servicing, and investing operations including purchase and sale as middlemen of outstanding mortgages.
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  	MORTGAGE CONSTANT

The amount of annual debt service (stated as a percent) required to pay interest at a stated rate and the entire principal over the amortization period, as shown by the following formula:
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  	MORTGAGE DEBENTURE

Mortgage bond.
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  	MORTGAGEE 

A person to whom property is mortgaged.
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  	MORTGAGEFINANCING 

The typical method of financing construction and real estate activities.
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  	MORTGAGE IMPAIRMENT INSURANCE

An insurance policy that protects only the mortgage when a loss occurs and the mortgagor has not renewed his or her hazard insurance policy.
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  	MORTGAGE INSURANCE

Federal Housing Administration, Veteran's Administration insurance, and private mortgage insurance, such as Mortgage Guaranty Insurance Company and PMI Mortgage Insurance Company.
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  	MORTGAGE LOAN AND INVESTMENT COMPANY

A variant designation for mort-
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  	gage company and mortgage investment company.
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  	MORTGAGE LOANS

Loans made on real estate collateral, urban or rural, residential or business, in which a mortgage is given to secure payment of principal and interest.
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  	MORTGAGE GUARANTY INSURANCE CORPORATION

A private firm that has a program to allow borrowers to purchase mortgage insurance on a 15-year, mortgage loan, with a 90 percent loan-to-value ratio or less.
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  	MORTGAGE LENDER 

Insurance that protects lenders in the event of foreclosure and pays off a mortgage in the event of the death of a mortgagor.
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  	MORTGAGE PARTICIPATION CERTIFICATES

Instruments, structured like CDs, that provide undivided interests in conventional, residential mortgages held by the Federal Home Loan Mortgage Corporation (FHLMC).
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  	MORTGAGE SWAP AGREEMENT

An instrument designed to replicate an actual, on balance-sheet investment in mortgage instruments (synthetic mortgage swap), intended to provide an institution with the same cash flows, capital gains, and capital losses it would with have had the institution actually purchased a share of a specified set of GNMA pools, placed them on the books, and funded them with short-term, LIBORbased liabilities. To establish this synthetic mortgage investment, the mortgage swap establishes an agreement between the investment banking firm (as the counterparty) and the institution that includes the basic components.
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  	MORTGAGING OUT

The act of obtaining 100 percent or more financing for the acquisition or construction of property.
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  	MORTGAGOR

A person who takes out a mortgage on real estate.
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  	MOST FAVORED NATION 

The extension to trading partners of a reciprocal tariff reduction negotiated by the United States with any other nation.
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  	MOTIVATION 

An internal pressure or drive that encourages, urges, or prompts a person or group to act or not act in a certain manner, especially in one's self-interest; a function of leadership.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	MOVING AVERAGE

An arithmetic mean that changes according to a specified period of time (for example, a three-year moving average).
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  	MULTIFAMILY PASS-THROUGHS 

Securities backed by multifamily mortgages where the principal and interest are passed through to the investor.
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  	MULTILATERAL DEVELOPMENT BANKS

International, multilateral financial institutions that provide financial and technical resources for social and economic development to less-developed nations, such as the World Bank, African Bank, Asian Bank, Inter-American Development Bank, and others.
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  	MULTINATIONAL CORPORATIONS 

Typically giant business corporations literally transnational in operations and allegedly international in policy and viewpoint.
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  	MULTIPLE CURRENCY BONDS

Bonds the principal and/or interest of which may be payable in the currencies of specified nations other than the nation in which the bonds are issued.
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  	MULTIPLE DISCRIMINANT ANALYSIS (MDA)

A credit scoring system used to predict whether a borrower is creditworthy or not, based on such factors as time with present employer, income, bank accounts, time in present residence, and other factors.
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  	MULTIPLE LISTING AGREEMENT 

A real estate contractual arrangement in which the property owner signs a listing agreement with a particular broker who is also part of the multiple listing agreement, which provides that any broker who is a member of that agreement may show and sell the property. The commissions earned are divided among the brokers according to the multiple listing agreement.
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  	MULTIPLIER

In Keynesian economics, the factor of k is the coefficient by which a given increment in autonomous spending or investment will increase income.
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  	MULTISTATE MULTIBANK HOLDING COMPANIES

Out-of-state bank holding companies.
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  	MUNICIPAL BONDS

Bonds that are obligations of a country, city, village, tax district, or other civil division of a state, including direct and general obligations bonds, revenue bonds, special assessment bonds, and tax anticipation warrants or notes.
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  	MUNICIPAL BOND INSURANCE ASSOCIATION 

A major municipal bond insurance corporation.
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  	MUNICIPAL OPTION PUT SECURITIES

Bonds that can be sold back to the issuer at specific dates, the put option being sold separately from the bond.
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  	MUNICIPALS 

The market designation for municipal bonds.
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  	MUNICIPAL WARRANT

Bills, notes, revenue bonds, and warrants with a maturity not exceeding six months from date of purchase. The term municipality is construed to mean state, country, district, political subdividison, or municipality in the continental United States, including irrigation, drainage, and
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  	reclamation districts and warrants issued by a municipality in anticipation of the collection of taxes, or in anticipation of the receipt of assured revenues, provided they are general obligations of the entire municipality and other conditions.
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  	MUNIMENT OF TITLE

A document by which rights are fortified or maintained.
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  	MUTILATED CURRENCY

Coins that are cut, punched, trimmed, etc., and paper money that is torn or badly worn as to be unfit for circulation.
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  	MUTUAL

Reciprocal or having the same relationship to each other.
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  	MUTUAL AGENCY

A partnership in which each partner can bind the business to a contract within the scope of the partnership's regular business operations.
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  	MUTUAL ASSOCIATIONS

Savings banks, savings and loan associations, insurance companies, and credit unions that are not organized as stock corporations but are owned by depositors, policyholders, or others.
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  	MUTUAL CAPITAL CERTIFICATE

A longterm debt security issued by a federal mutual institution, subordinated to all other claims on assets, not covered by federal insurance of accounts, and which may be counted as net worth for regulatory purposes.
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  	MUTUAL FUNDS

Investment companies that issue and sell redeemable securities that represent an undivided interest in the assets held by the fund, sometimes classified as management companies or unit investment trusts; pooled resources of may investors that provide diversification and professional management.
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  	MUTUAL HOLDINGS

Holdings when one or more subsidiaries own stock in the parent or in each other.
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  	MUTUAL HOUSING ASSOCIATION

Nonprofit organizations that are defined and supported by the community, one type of which owns and serves one or more housing projects and another type which is purely a service organization providing professional housing services to independent, owner-equity cooperative housing projects whose housing units are owned by the occupants.
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  	MUTUAL SAVINGS BANK

"A bank without capital stock transacting a savings bank business, the net earnings of which inure wholly to the benefit of its depositors after payment of obligations for any advances by its organizers, and in addition thereto includes any other banking institution, the capital of which consists of weekly or other time deposits which are segregated from all other deposits and are regarded as capital stock for the purposes of taxation and the declaration of dividents." Regulation H, 12 CFR 208.1 (b)
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  	NAFTA

North American Free Trade Agreement.
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  	NAKED OPTION

In writing (offering) options, writers of the call, put, or straddle type of option may write them "naked," without either owning or being short the underlying stock that is the subject of the option.
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  	NAKED WRITER

The writer (offerer) of a naked option.
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  	NASDAQ 

National Association of Securities Dealers Automated Quotation system.
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  	NATIONAL ADVISORY COUNCIL ON THE INTERNATIONAL MONETARY AND FINANCIAL POLICIES

A council established to coordinate the policies and operations of the representatives of the U.S. of the following institutions: the International Monetary Fund, Intentional Bank for Reconstruction and Development, International Development Association, International Finance Corporation, Inter-American Development Bank, Asian Development Bank, Export Import Bank of the United States, and all other agencies of the U.S. government to the extent that they make or participate in the making of foreign loans or engage in foreign financial exchanges or monetary transactions.
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  	NATIONAL AFFORDABLE HOUSING ACT

Legislation authorizing the Home-ownership and Opportunity for People Everywhere (HOPE) program of the federal government. HOPE was established to offer a ladder of opportunity by reinforcing the essential link between effort and reward rather than merely treating the symptoms of poverty.
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  	NATIONAL AGRICULTURAL CREDIT CORPORATIONS

Banking corporations authorized by the Agricultural Credits Act of 1923, intended to serve as a privately capitalized corporation in the short-term livestock credit field, analogous to the joint-stock land banks in the farm mortgage field, subsequently disallowed from forming.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	NATIONAL ASSOCIATION OF BANK WOMEN

A national organization formed in 1921 as an association of women financial executives established to advance women's careers by providing them with management and educational programs. Today's membership covers all financial services industries.
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  	NATIONAL ASSOCIATION OF CREDIT MANAGERS

A member-owned and controlled organization of affiliated local association in the U.S. and Europe, established to promote legislation for sound credit, protection of business against fraudulent debtors, improve the interchange of credit information, develop better credit practices and methods, and establish a code of ethics.
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  	NATIONAL ASSOCIATION OF SECURITIES DEALERS

A countrywide membership association of securities brokers and dealers organized upon passage of the Maloney Act, an amendment to the Securities Exchange Act in 1938, and registered with the Securities and Exchange Commission for the purposes of the act.
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  	NATIONAL ASSOCIATION OF SECURITIES DEALERS AUTOMATEDQUOTATIONS SYSTEM

A computerized communications facility for the NASDAQ market.
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  	NATIONAL BANK

A bank incorporated under a charter granted by the federal government upon the authority of the National Bank Act, having an indeterminate duration; nationally chartered commercial banks in the United States and its territories that are insured by either the Bank Insurance Fund or the Savings Association Insurance Fund of the FDIC and file a call report.
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  	NATIONAL BANK ACT

The act which created the National Banking System, passed on February 25, 1863, and importantly amended on June 3, 1864, and subsequently, that continues to serve as the basic banking law for national banks.
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  	NATIONAL BANKCALL

A periodic call made upon each national bank to submit to the Comptroller of the Currency a report of the condition of the commercial department and additional reports necessary for the performance of the comptroller's supervisory duties.
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  	NATIONAL BANK EXAMINER

Examiners of national banks appointed by the Comptroller of the Currency, with the approval of the Secretary of the Treasury, having power to make a thorough examination of all the affairs of a bank and in so doing shall have power to administer oaths and to examine any of the officers and agents of the bank under oath, making a full and detailed report
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  	of the condition of the bank to the Comptroller of the Currency and who shall include such an examination of the affairs of all its affiliates other than member banks as shall be necessary to disclose fully the relations between such bank and such affiliates, and the effect of such relations upon the affairs of such bank.
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  	NATIONAL BANK FOR COOPERATIVES

The result of a merger of the Central Bank for Cooperatives and 10 of the 12 district Banks for Cooperatives (CoBank), which makes loans to agricultural and aquatic cooperatives and to rural utilities on a nationwide basis, and also handles international transactions of borrowing cooperatives.
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  	NATIONAL BANKING SYSTEM 

A system of federally chartered, privately owned banks, established under the authority of the National Bank Act, originally motivated among other aims by the desire to provide for a uniform national currency (national bank notes) backed by U.S. government bonds, subsequently superseded and amended.
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  	NATIONAL BANKING ACT OF 1884 

An act establishing the national banking system that remained unchanged until 1913 and provided for federal regulation and chartering of banks; the act creating a dual banking system composed of both state and nationally chartered commercial banks that still exists.
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  	NATIONAL BANK NOTES 

A uniform type of national currency issued by national banks under the authority of the National Bank Act, passed originally on June 3, 1864, as the National Currency Act and in 1874 designated as the National Bank Act, the notes currently being taken out of circulation.
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  	NATIONAL BANKRUPTCY ACT 

A comprehensive bankruptcy legislation relating to the federal bankruptcy court system, procedures, and law, currently constituted and codified as Title 11 of the United States Code and termed the Bankruptcy Reform Act of 1978.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	NATIONAL BANK SECURITIES REGULATIONS

Banking regulations related to the underwriting and to the purchasing and selling of securities without recourse solely upon the order and for the account of customers, and in no case for its own account.
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  	NATIONAL BUREAU OF ECONOMIC RESEARCH

A private organization that conducts research on business cycles, among other topics.
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  	NATIONAL BUREAU OF STANDARDS

Created in 1901 and organizationally within the Department of Commerce since 1903, with its overall goal to strengthen and advance the nation's science and technology and facilitate their effective application for public benefit.
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  	NATIONAL CONSUMER COOPERATIVE BANK

A bank established under the National Consumer Cooperative Bank Act of 1978, to encourage the development of new and existing consumer and self-help cooperatives in the areas of health care, housing, consumer goods, and others, that operates as an independent, mixed-ownership financial institution to provide financial and technical assistance to eligible cooperatives.
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  	NATIONAL CREDIT UNION ADMINISTRATION 

A federal administration responsible for chartering, insuring, supervising and examining federal credit unions and for administering the National Credit Union Share Insurance Fund.
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  	NATIONAL CREDIT UNION SHARE INSURANCE FUND

An entity within the National Credit Union Association that insures over 8,000 federal credit unions and 4,500 state chartered credit unions.
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  	NATIONAL DEBT

The aggregate of bonds, notes, certificates of indebtedness, bills, and other direct obligations of the United States government.
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  	NATIONAL ECONOMIC ACCOUNTS

An expost reconciliation of national aggregate income and aggregate disposition of income in a given period by major economic sectors compiled by the Council of Economic Advisers; total income received and total output for the economy.
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  	NATIONAL HOUSING ACT

An act approved June 27, 1934, establishing the Federal Housing Administration, providing mutual mortgage insurance on homes and low-cost housing, authorized to charter national mortgage associations, provide insurance of savings and loan accounts under the Federal Savings and Loan Insurance Corporation, and other provisions, frequently amended.
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  	NATIONAL INCOME

Net value of all goods and services produced; gross national product (market value of the output of final goods and services produced, before deduction of depreciation charges and other allowances for business and institutional consumption of durable capital goods) less depreciation and other allowances for consumption of capital equals net national product less indirect business taxes, nontax liability, business transfer payments, current surplus of government enterprises minus subsidies and statistical discrepancies equals national income.
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  	NATIONAL INDUSTRIAL CONFERENCE BOARD

A board founded in May, 1916, to provide a bureau of scientific research, a clearinghouse of information, a forum for
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  	discussion, and a means of cooperative action on matters vitally affecting the industrial development of the United States, having a fundamental purpose of bringing together the collective experience of those engaged in industry and the pertinent industrial facts secured by scientific inquiry and to translate knowledge and matured opinion into constructive action by the application of trained judgment.
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  	NATIONAL INDUSTRIAL RECOVERY ACT

An act approved on June 16, 1933, creating the National Recovery Administration (Blue Eagle Codes) and the Public Works Administration, that declared it to be the policy of Congress, in the then existing national emergency of widespread unemployment and disorganization of industries, to encourage national industrial recovery, to foster fair competition, and to provide for the construction of useful public works.
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  	NATIONALIZATION

The bringing of industries and land under the control or ownership of a nation.
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  	NATIONAL LABOR RELATIONS ACT OF1935 

An act that permitted the formation of labor unions that could represent workers in collective bargaining activities and provided for the establishment of the National Labor Relations Board (NLRB) to oversee the establishment of unions and their activities, also known as the Wagner Act.
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  	NATIONAL MARKETING SYSTEM

A national system for the clearance and settlement of securities transactions; increased competition within the exchanges; and increased the availability of quotations, transactions, and other exchange information, required by the Securities Acts Amendments of 1975 that mandated the SEC to develop the system.
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  	NATIONAL MONETARY COMMISSION

A commission the function of which was to make an examination of the monetary and banking systems of the leading commercial nations of the world to determine what changes were necessary or desirable in the monetary system of the United States, or in the laws relating to banking and currency, as a result of the panic of 1907 that revealed the weakness of the banking, monetary and credit system. Many of the features of the Commission's report were embodied in the Federal Reserve Act that controls the banking, credit, and currency system today.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	NATIONAL MORTGAGE ASSOCIATION

An organization authorized under the National Housing Act of 1934, to purchase and sell first mortgages on real estate held under fee simple or under lease for not less than 99 years, and to borrow funds for the conduct of business through the issuance of notes, bonds, or debentures in the open market, which was subsequently split into the Federal National Mortgage Association and the Government National Mortgage Association (GNMA).
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  	NATIONAL QUOTATION BUREAU

Established in 1913, to provide nationwide a daily quotation service on unlisted stocks and bonds for dealers and brokers in the over the-counter market.
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  	NATIONAL SECURITIES CLEARING CORPORATION (NSCC)

A corporation established in 1977 to promote prompt and accurate clearance and settlement of securities transactions by clearing agencies including the Stock Clearing Corporation (a subsidiary of the New York Stock Exchange), the American Stock Exchange Clearing Corporation, and the National Clearing Corporation of the National Association of Securities Dealers, Inc.
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  	NATIONAL SOCIETY OF CHARTERED BANK AUDITORS

An independent, self governing organization having the purpose of enhancing and promoting the audit profession in the banking industry.
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  	NATIONAL WEALTH

The real and tangible assets of a country, excluding representative forms of wealth, including stocks, bonds, negotiable instruments, intangible assets, and paper money.
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  	NATURAL MONOPOLY

An economic situation where there is only one efficient supplier of a product or service, as when the minimum efficient scale of production is very large.
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  	NATURAL PERSON

An individual or a sole proprietorship.
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  	NATURAL RESOURCES

Resources that are exhausted as the physical units representing them are removed, processed, and sold, including oil and gas reserves, timber, coal, sulphur, iron, copper, and silver ore.
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  	NEAR MONEY

Highly liquid assets excluding currency but including short-term Treasury securities, bank time deposits, money market funds, and similar items.
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  	NEGATIVE AMORTIZATION

A situation that arises when periodic payments on a loan are too low to cover the interest rate agreed upon in the mortgage contract; repayment schedule calling for periodic payments that are insufficient to fully amortize the loan, earned but unpaid interest is added to the principal, increasing the debt; eventually, payments must be rescheduled to fully pay off the debt.
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  	NEGATIVE ASSURANCE

Legal and accounting expression meaning that ''nothing came to our attention" which professionals sometimes use to serve as a "comfort letter" to clients.
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  	NEGATIVE CASH FLOW

A situation encountered when an entity experiences more cash outflows than inflows from a project, investment, or other enterprise.
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  	NEGATIVE GOODWILL|

Excess of net assets acquired over the cost of a purchased subsidiary, the excess of which is allocated to reduce proportionately the value assigned to concurrent assets to determine their fair value. Such a situation can arise if a corporation acquires the shares of another corporation at a bargain purchased price, that is, at an amount less than the fair market value of the net assets of the acquired company.
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  	NEGATIVE INCOME TAX

An alternative to the welfare system in which a family or taxpayer would receive a guaranteed income subsidy.
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  	NEGLIGENCE

A tort related to behavior that results in inquires for which the perpetrator of the act may be held liable; intentional misconduct; inattention or carelessness. Legal elements of negligence include: duty of care, breach of duty, causation and injury.
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  	NEGOTIABLE 

Capable of or transferable by delivery with the title passing to the transferee.
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  	NEGOTIABLE DOCUMENTS

All forms of negotiable instruments and other paper that is negotiable by mere delivery (e.g., bearer checks, drafts, or notes; bearer bonds or bond coupons) or by delivery and endorsement (e.g., order checks, drafts, nor notes; order bills of lading); an instrument that calls for the payment of money; a term used to designate all paper that may be negotiated, whether a negotiable instrument or not.
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  	NEGOTIABLE INSTRUMENTS

Written orders or promises to pay money that may be transferred from one person to another by delivery, or by endorsement and delivery, the full legal title thereby becoming vested in the transferee, which must be in writing and singed by the maker or drawee; contain an unconditional promise or order to pay a certain sum in money and no other promise, order, obligation, or power except such as is authorized by the Uniform Commercial Code; be payable on demand, or at a definite time; be payable either to order or to bearer.
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  	NEGOTIABLE INSTRUMENTS LAW

The law relating to negotiable instruments, which has undergone major codifications in an attempt to achieve greater uniformity among the various states.
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  	NEGOTIABLE ORDER OF WITHDRAWAL (NOW)

An interest-earning account on which checks may be drawn, offered by commercial banks, mutual savings banks, and savings and loan associations; an interest-bearing checking account, which in 1980 became available nationally.
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  	NEGOTIABLE PAPER

Those negotiable instruments that evidence the borrowing of money on a short-term basis for commercial purposes, e.g., notes, trade and bankers acceptances, bills of exchange, and others.
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  	NEGOTIABLE SECURITIES

Coupon or bearer bonds, certificates of indebtedness, notes, warrants, coupons, and stock certificates that by their terms permit transfer of title by delivery or assignment.
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  	NEGOTIATE

To transfer the title of a negotiable instrument from one person to another by endorsement and delivery, or by mere delivery, so that the transferee becomes the holder and is vested with all the rights of the holder in due course under specified conditions.
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  	NEGOTIATED ORDER OF WITHDRAWAL (NOW) 

An account that allows a depositor to write a withdrawal slip on a time deposit account payable to a third party, similar to a check but technically a time deposit that pays interest, created in July 1970 by the Consumer Savings Bank of Worcester, Massachusetts.
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  	NEGOTIATING PROCESS |

A basic form of decision making where different and conflicting positions exist.
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  	NEGOTIATION 

Transfer of ownership of a negotiable instrument before maturity in good faith and for value, by delivery, bearer paper, or by endorsement and delivery; mutual conduct and discussion preceding a contract or agreement.
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  	NET

The balance after all possible deductions, offsets, and allowances have been made from the gross amount, bringing it to its lowest term, e.g., net weight, net price, net income, net loss, net profit.
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  	NET ASSETS

The excess of total assets over total liabilities as reported on the balance sheet of an entity; owners' equity; the residual equity or interest in an entity after deducting its liabilities, sometimes expressed as:
[image: e763e28844caca4e67e72e4e1dc5d2a5.gif][image: e763e28844caca4e67e72e4e1dc5d2a5.gif]Assets - Liabilities = Net assets
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  	NET AVAILS

The aggregate of bonds issued, less those repurchased by the corporation and held in the treasury, or those retired and canceled, and less sinking fund assets, if any, set aside to redeem them.
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  	NET CHANGE

The advance or decline of a security for a day or other period.
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  	NET DEBT

The total fixed and current debt, less sinking fund and cash or other assets specifically set aside for their payment; as applied to municipal or state finance, the term refers to the total funded and floating debt out-
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  	standing, less sinking fund accruals.
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  	NET INCOME 

The excess of revenues and gains over expenses and losses.
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  	NET INTEREST INCOME

Difference between total interest income and total interest expense.
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  	NETINTEREST MARGIN 

The spread between the average cost of funds and the average return on invested funds; ratio of net interest income to total earnings assets that serves as a measure of a banks performance; net interest income as a percent of average assets.
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  	NET LOSS

The excess of total expenses and losses over total revenues and gains.
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  	NET NATIONAL PRODUCT

In national income accounting, gross national product less depreciation of the nation's capital stock.
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  	NETPRICE 

The price of a commodity or item of merchandise after deductions of all discounts, commissions, and allowances.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	NET PROFIT

Net income (the preferred term).
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  	NETREALIZABLE VALUE 

Settlement value; the nondiscounted amount of cash, or its equivalent, into which an asset is expected to be converted in due course of business less direct cost necessary to make that conversion.
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  	NETTING

The procedure that allows a shortfall in one period or in one account to be deducted in a subsequent period or another account.
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  	NET TRANSACTION ACCOUNTS

The total amount of a depository institution's transaction accounts less the deductions allowed under the provisions of Regulation D, Section 204.3.
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  	NETWORK

A group of interconnected computers using software that allows them to share equipment and exchange information.
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  	NETWORK ANALYSIS

A method for planning and controlling a project having multiple steps or stages that are interdependent and sequential, e.g., Program Evaluation and Review Techniques (PERT).
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  	NETWORKING

Connecting computers for the purpose of file sharing, printer sharing, and remote communications, including client/ server networks and peer-to-peer networks.
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  	NET WORTH

The excess of assets over liabilities; proprietorship or capital.
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  	NET WORTH CERTIFICATE

A special security issued by a depository institution with a net worth deficiency that is exchanged for a promissory note from the FDIC or FSLIC, redeemed by the institution when it returns to profitability and can make all required allocations to net worth.
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  	NETWORTH METHOD

An income tax method of estimating a taxpayer's income, sometimes used where the taxpayer has not maintained records or has falsified or destroyed records, whereby the Internal Revenue Service reconstructs income by calculating the change in net worth during the period and adding estimated living expenses.
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  	NET YIELD

The part of the gross yield that remains after deducting all costs, such as servicing, and any reserves for losses.
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  	NEUTRALITY

Freedom from bias; in accounting, the absence in reported information of bias intended to attain a predetermined result or to induce a particular mode of behavior.
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  	NEW BUSINESS DEPARTMENT

A department organized separately by a bank, corresponding to the sales promotion department among mercantile companies; business development department of a bank.
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  	NEW DEAL

The self-adopted political description of the Roosevelt's administration, beginning March 4, 1933, intended to represent a distinct break with the past, advocating a trend away from rugged individualism and industrial freedom toward social control of industry, banking, finance, markets, and other broad segments of the economy.
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  	NEW HOUSING AUTHORITY BONDS

Bonds issued under a federal program whereby local authorities typically obtain permanent financing for low-income housing projects by issuing long-term bonds at or near completion of new construction or modernization, secured by the federal government's full faith and credit pledge to pay annual contributions to the local authorities in sufficient amounts to meet principal and interest payments. NEW ISSUE Common stock issues of companies that are going public and are selling stock to the public for the first time.
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  	NEW MONEY

Additional long-term financing from a new securities issue in excess of maturing or refunded issues; in a Treasury refund, the amount by which the par value of the securities offered exceeds those maturing.
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  	NEWYORKEXCHANGE 

A check drawn upon a bank in New York.
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  	NEW YORK MERCANTILE EXCHANGE

A national exchange organized in 1872 to provide a national marketplace for trading in cash and futures contracts of various commodities.
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  	NEW YORK STOCK EXCHANGE

The major stock exchange in the world, where member brokers, acting for investors, trade millions of shares of the world's leading publicly owned corporations, having the functions of maintaining the most efficient marketplace in which stock transactions can quickly and conveniently be carried out, organized in May 1792.
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  	NEXT OF KIN 

Those persons most closely related by blood; relatives sharing in the estate according to the provision of the statutes of distribution.
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  	N.G.

Not good; insufficient funds in account.
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  	NICKEL COIN

The United States five-cent piece, a minor coin.
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  	NIGHT DEPOSITORY 

An after-hours depository or night drop.
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  	NINOW ACCOUNT

A deposit or account, on which no interest or dividend is paid, from which withdrawals are made by negotiable or transferable instruments for the purpose of making payment to third parties.
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  	NO ACCOUNT 

When a check is presented for collection through the clearinghouse for which the drawer as indicated has no account on the books of the drawee bank, the latter returns it to the presenting bank for credit, with the memorandum entitled "no account" attached.
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  	NO COST MORTGAGE 

A mortgage where all charges and closing fees are covered by a higher mortgage rate.
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  	NO FUNDS

When a check is presented for collection through the clearinghouse for which the drawer as indicated has no funds to the credit of his or her account with the drawee bank, the latter returns it to the presenting bank for credit, with the memorandum entitled "no funds" attached.
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  	NO-LOAD FUND

A mutual fund in which there is no sales charge when purchased directly from a fund organization.
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  	NOLO CONTENDERE 

In law, a pleading by a defendant that does not admit guilt but provides for punishment under the law as if the party had pleaded guilty, the equivalent of a plea of guilty to a criminal charge; literally, no contest or "I will not contest it."
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	NOMINAL 

In name only; so-called.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	NOMINAL ACCOUNT 

In accounting, a temporary account-revenues, expenses, dividends, and others-that are closed at the end of an accounting period.
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  	NOMINAL ASSETS 

Assets of doubtful, indeterminable, or undetermined value.
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  	NOMINAL CAPITAL 

The capital of a corporation as determined by the par or stated value of its total outstanding shares as distinguished from the actual value of its net assets.
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  	NOMINAL PARTNER 

A partner in name only but who is liable for debts of the partnership by estoppel.
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  	NOMINAL TARIFF

A tariff calculated on the price of a commodity.
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  	NOMINAL VALUE 

In economics, a reference to monetary value; as applied to securities, par or face value; market value existing in name only or so low as to be an arbitrary value; as applied to coins, statutory or denomination value as distinguished from metal or bullion value.
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  	NO MINIMUM BALANCE CHECKING ACCOUNTS

Accounts without any requirements for the maintenance of a minimum balance in the account and for which use a flat charge per check drawn and a small monthly charge is usually imposed, the depositor merely being required to have sufficient funds on deposit to cover checks issued.
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  	NON-

A combining form meaning "not."
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  	NONASSESSABLE STOCK

Stock, the owners of which cannot be legally called upon for additional payments in case of insolvency or otherwise.
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  	NONBANK BANKS

Banks that hold demand deposits or make business loans, but do not do both, established sometimes by a bank holding company that wants to operate banks in other states but was prohibited from doing so by regulatory actions.
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  	NONCALLABLE BONDS

Bonds that by their terms cannot be retired before their obligatory maturity; bonds that have no provision for prior redemption or optional maturity date.
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  	NONCASH ITEM

An item that a receiving Federal Reserve bank classifies in its operating circulars as requiring special handling, e.g., an item that would otherwise be a check, with certain exceptions.
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  	NONCOMPETITIVE BID 

A bid associated with Treasury auctions in the secondary market that allows small investors (up to $1 million) to have bids accepted based on the average bid.
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  	NONCONFORMING

A legally existing use or structure that fails to comply with either the "permitted uses" section or the dimensional regulations of a zoning ordinance; a loan that fails to meet the requirements of a regulatory authority.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	NONCUMULATIVE DIVIDENDS

Dividends on noncumulative preferred stock. If dividends are not paid at the regular fixed dividend period because earnings are not sufficient, they are not in arrears and there is no obligation on the part of the corporation to pay them at any subsequent period before dividends are paid on the common stock.
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  	NONCURRENT LOANS 

The sum of loans and leases 90 days or more past due plus nonaccrual loans. Source: Federal Deposit Insurance Corporation.
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  	NONDEPOSIT INVESTMENT PRODUCT

Any bank retail investment product that is not a deposit, such as shares in a mutual fund, shares of stock, and annuities.
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  	NONEARNINGASSETS

Assets under the con-
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  	trol of a depository financial institution that do not produce any income, often the result of a default, foreclosure, or liquidation of loans or investments of customers; cash held by a commercial bank in its vaults and as reserve deposits at a correspondent bank or at a Federal Reserve bank; checks in process of collection.
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  	NONFEASANCE 

Failure in a public office to perform a legally required obligation in an official capacity.
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  	NONMEMBER BANKS 

Banks not members of the Federal Reserve System or a clearing house association.
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  	NONMONETARY EXCHANGE 

A reciprocal transfer between an enterprise and another entity in which the enterprise acquires nonmonetary assets by surrendering nonmonetary assets. Nonmonetary assets include inventory, property, plant, and equipment.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	NONNEGOTIABLE INSTRUMENTS 

Any financial instrument that lacks any one of the requirements of negotiability, as specified in the Uniform Commercial Code, so that superior rights will not be vested in the transferee or assignee by operation of the doctrine of holder in due course.
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  	NONNOTIFICATION FINANCING

Financing in which the lender does not notify the borrower's customers that accounts due from them are being used as collateral by the borrower as security for loans.
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  	NONPAR ITEM 

A reference to a check that cannot be collected at face value when presented by a bank.
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  	NONPERFORMING LOANS 

Bank loans past due 90 days ( 180 days for consumer loans).
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  	NONPROFIT

Not providing a return.
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  	NONRECOURSE LOAN

A loan secured by property only, the holder of which cannot seek liability from the debtor.
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  	NONRESIDENT ALIEN 

An individual who is not a citizen or resident of the United States.
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  	NONSUFFICIENT FUNDS (NSF)

A term used to indicate that a depositor's balance is inadequate for the bank to pay a check drawn against the available balance.
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  	NONVALIDATING STAMP

A stamp placed on the back of a draft with bills of lading, warehouse receipts, or other documents attached used to protect the bank from being responsible for the character of the goods designated in the bill or lading or other instrument accompanying the draft.
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  	NONWAIVER 

A statement that failure to exercise a right under a contract is not to be understood as a permanent relinquishment of the right.
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  	NO-PASSBOOK SAVINGS 

Savings accounts that are similar to regular savings accounts except that a monthly, quarterly or other periodic statement is issued to the depositor and for which a passbook is not included.
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  	NO PROTEST 

Instructions by banks on checks, drafts, and notes used to indicate to the collecting bank or agent that the item is not to be protested for nonpayment, sometimes used when the cost of protesting an item having a small amount does not warrant the protest.
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  	NORMAL DISTRIBUTION

A bell-shaped curve depicting a symmetric probability distribution of a continuous random variable as defined by the mean and the standard deviation.
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  	NORMALVALUEPLANS 

Formula investment plans that rely on determining a normal stock market level that should exist at a particular time, the formula typically relating a stock market average to fundamental values, such as earnings, dividends, or interest rates.
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  	NORMATIVE ECONOMICS 

A division of economics that understands that the use of personal preferences and value judgments to argue for what ought to be is proper.
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  	NORTH AMERICAN FREE TRADE AGREEMENT (NAFTA)

A trade treaty involving Canada, Mexico, and the United States that would liberalize trade between the countries by lifting tariff barriers and creating the world's largest free-trade zone.
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  	NOSTRO ACCOUNTS

A bank or other institution in a country having balances deposited with correspondent banks in foreign countries whose accounts are referred to as "our accounts." The accounts are kept in foreign currency.
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  	NOTARIAL PROTEST CERTIFICATE

A certificate prepared by a notary public when a check, draft, or bill of exchange is dishonored, representing legal evidence of presentation and refusal to pay by the drawee or maker and is a legal measure for the purpose of holding the endorser liable because the item was dishonored for payment by the maker.
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  	NOTARY PUBLIC

A person commissioned by a state and authorized to administer oaths, to take acknowledgments and depositions, and to protest negotiable instruments for nonpayment or nonacceptance, admissible into court as prima facie evidence of execution, and admissibility as a court record.
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  	NOTE

An instrument that is the recognized legal evidence of a debt, such as a promissory note.
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  	NOTE BROKERS 

Dealers or commercial paper houses whose business it is to act as middlemen between the issuers of commercial paper and banks, insurance companies, and
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  	private investors, who represent the market on the demand side.
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  	NOTES 

Footnotes or additions to financial statements used to present additional information not included in the accounts on the financial statements that are considered to be an integral part of the statements.
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  	NOTES PAYABLE 

Aggregate of notes, acceptances, and similar debt obligations held by others representing sums of money to be paid at a future time and constituting a liability of a business.
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  	NOTES RECEIVABLE 

A negotiable promissory note consists of an unconditional promise in writing made by one person to another engaging to pay on demand or at a fixed or determinable future time a sum of money to order or to bearer.
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  	NOTE TELLER

An employee who supervises the collection of notes and drafts at maturity and such demand items and special collection items as are not drawn on members of the clearinghouse association and which must be collected by messenger; a miscellaneous department of a bank that supervises the collection of non-clearing house checks and disposes of miscellaneous types of transactions not important enough to be departmentalized.
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  	NOT-FOR-PROFIT ORGANIZATIONS

Nonbusiness enterprises or organizations in which there is an absence of a defined ownership interest and a nonprofit motive that can be sold, transferred, or redeemed, or that convey entitlement to a share of a residual distribution of resources in the event of liquidation of the organization, including most human service organizations, churches, foundations, and private nonprofit hospitals and schools, and others entities.
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  	NOTICE 

Legal knowledge of a fact or condition; legal process required where something is to be proven or authenticated.
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  	NOTICE OF DISHONOR 

A formal notice that a document has not been honored when presented.
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  	NOTICE OF INTENTION 

In the organization of a national bank, the first step is the informal application to organize, sent to the Comptroller of the Currency, stating the title of the proposed bank, the request to reserve such title until the formal application to organize is submitted, the location and proposed capital of the bank, and other information.
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  	NOTIONAL AMOUNT

Stated dollar amount of an agreement on which interest rate payments are determined for interest rate contracts, such as swaps, caps, and others.
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  	NOVATION 

A legal concept associated with the substitution of a new obligation for an old one.
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  	NOW ACCOUNT

Savings accounts from which payments can be made by draft.
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  	NSF

Not sufficient funds.
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  	NUISANCE

A criminal act involving an obnoxious or annoying action or practice.
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  	NUMBER CRUNCHER

A person who is perceived as preoccupied occupationally with arithmetical computations, such as accountants, financial analysts, statisticians, computer programmers, and others, used in a derogatory or humorous context.
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  	NUMISMATICS

The study or collection of coins and medals.
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  	NUNCUPATIVE WILL

An oral will declared within the hearing of a prescribed number of disinterested witnesses.
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  	OAKAR TRANSACTIONS

Transactions allowed by BIF-member institutions to consolidate, merge with, or acquire the assets or liabilities of SAIF-member institutions, and vice versa.
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  	OATH

An act by which a higher power is asked to witness the truth of a statement.
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  	OBJECTIVES 

Guidelines prepared by top management to establish the long-range direction of an organization.
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  	OBJECTIVES OF FINANCIAL REPORTING

The broad purpose of financial reporting that applies to general purpose external financial reporting and is directed toward the common interests of many users to provide information that will help investors, creditors, and others make rational investment, credit, and other financial decisions; assess the amounts, timing, and uncertainty of prospective net cash inflows to the related enterprise; evaluate the economic resources of an enterprise, the claims to those resources, and the effects of transactions, events, and circumstances that change the resources and claims to those resources, as referenced in FASB Concept Statement No. 1, "Objectives of Financial Reporting by Business Enterprises."
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  	OBJECTIVITY 

Verifiability or the ability to perform a function without bias; a quality of information that results from an objective application of accounting principles and methods making it capable of duplication by another person; an auditor's ability to be impartial in the performance of an audit.
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  	OBLIGATION 

All classes of indebtedness; the fundamental concept that a debtor is bound to pay and that the creditor has legal power to compel payment; all bonds, certificates of indebtedness, national bank currency, coupons, United States notes, Treasury notes, gold certificates, silver certificates, fractional notes, certificates of deposit, bills, checks or drafts for money, drawn by or upon authorized officers of the United States, stamps, and other representatives of value, of whatever denomination that have been or may be issued under any Act of Congress; an obligation of the original maker of a loan contract; the creditor's relation to the debtor, as in a general obligation.
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  	OBLIGATORY MATURITY

The absolute, final, or compulsory maturity of a note or bond.
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  	OBLIGEE

A creditor; one who can enforce payment of a debt such as a note or bond holder.
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  	OBLIGOR

A debtor; a person, firm, or corporation that is bound to perform an obligation, such as payment of a note or bond.
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  	OBSOLETE SECURITIES

Bonds that have matured and have been retired and canceled; stocks or bonds of corporations that are abandoned or defunct or that have temporally suspended operations without actually dissolving.
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  	OCCUPATIONAL SAFETY AND HEALTH ACT OF 1970 (OSHA)

An act having the broad social purpose of assuring "so far as possible every working man and woman in the nation, safe and healthful working conditions and to preserve our human resources."
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  	ODD LOT 

On stock exchanges, a smaller unit of trading than the standard unit of trading, known as a board, full, or round lot.
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  	ODD-LOT DEALERS

The highly specialized business of providing a market at all times for odd lots of stocks on the New York Stock Exchange, which originated as far back as 1871.
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  	ODD-LOTTRADING

Buying or selling in other than the established unit or round lot.
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  	OFF

A stock market expression indicating prices below preceding level; without, e.g., dividend off refers to without dividend.
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  	OFF-BALANCE SHEET

Activities and commitments, such as loan guarantees, that do not appear on a bank's balance sheet but represent contractual obligations.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	OFF-BALANCE-SHEET FINANCING

A term used to describe financing arrangements that are not reported on the face of the balance sheet, although they may be cross-referenced in the notes to the financial statements, e.g., financing arrangements associated with the selling of receivables with recourse.
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  	OFF-BALANCE SHEET RISK

The possibility of loss not reflected on the balance sheet because of off-balance sheet financing and investing activities.
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  	OFF-BUDGET ACTIVITIES 

Activities not reported in the government's budget statements.
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  	OFFENSE

A violation of the criminal law.
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  	OFFER

A bid; a price named at which one is willing to buy; the price at which one is willing to sell.
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  	OFFER AND ACCEPTANCE

Basic prerequisites of a valid contract.
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  	OFFERINGS 

Bonds, stocks, notes, commercial paper, and other documents offered for sale to customers.
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  	OFFICE AUDIT

An audit conducted by the Internal Revenue Service on the IRS premises, as opposed to a field audit conducted by a revenue agent.
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  	OFFICE OF THRIFT SUPERVISION (OTS)

A bureau of the Treasury Department established in 1989 as a part of a major reorganization of the thrift regulatory structure mandated by the Financial Institutions Reform, Recovery and Enforcement Act, in which Congress gave OTS authority to charter federal thrift institutions and to serve as the primary regulator of approximately 2,000 federal and state chartered thrifts belonging to the Savings Association Insurance Fund.
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  	OFFICIAL CHECKS

A broad classification including checks drawn by the bank against itself as well as checks that have been certified by a bank representing the direct obligation of the bank and included with other demand deposits in the report of condition, including cashier's checks, bank money orders, expense checks, dividend checks, certified checks, and personal money orders.
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  	OFFICIAL EXCHANGE RATE

Foreign exchange rates set by a government and subject to change only by that government.
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  	OFFSET A 

counterbalancing amount in a ledger account or financial statement; the legal right to take deposited funds to cover a defaulted loan or overdrawn account; closing out one position by entering into another position opposite the originally established one; any transaction that liquidates or closes out an open contract position.
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  	OFFSETTING

The practice of offsetting a liability against an asset so that only the net amount is reported in the balance sheet.
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  	OFFSHORE BANKING

By popular usage, the establishment and operation of U.S. banks in such offshore "tax havens" as the Bahamas and the Cayman Islands.
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  	OKUN'S LAW

The important statistical relationship in economics that exists between real output growth and the unemployment rate and states that a 3.5 to 4.0 percent growth rate in real output leaves the unemployment rate unchanged.
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  	OLDLADY OFTHREADNEEDLE STREET

A nickname for the Bank of England, the main entrance of which is on Thread needle Street, London.
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  	OLIGOPOLY

A market condition in which relatively few firms produce identical or similar products.
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  	ONE-DAYCERTIFICATES

Certificates authorized by the Federal Reserve to provide temporary financing, under special circumstances, directly to the U.S. Treasury.
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  	ONE-NAME PAPER

Single-name paper.
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  	ONE-STOP BANKING

A reference to a bank where all banking and banking-related business can be conducted at one bank.
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  	ON-LINE PROCESSING 

Computerized transaction data processed on a continuous basis, often from various locations, rather than in batches at a single location.
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  	ON-LINE, REAL-TIME SYSTEM 

An information system that provides immediate feedback of actual conditions, often used in control situations so that corrections can be made at the time the event itself is taking place.
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  	ON-US CHECK

A depositor's check drawn on and payable at the bank where the account is located.
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  	OPEN

An unexecuted order; the act of establishing an account with a bank or brokerage firm; an unpaid account balance.
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  	OPEN ACCOUNT

Accounts not evidenced by a note, such as when a buyer is said to be buying on open account and the seller extending open credit.
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  	OPEN-END BONDS

Mortgage bonds in which the amount of bonds issuable under the mortgage is left indefinite or authorized in large aggregate, the mortgage permitting the subsequent issue of additional bonds in a series within specified limits as to asset and/or earnings coverage of total fixed-charges; open mortgage bonds.
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  	OPEN-END CREDIT

Credit extended under a plan wherein a creditor may permit an applicant to make purchases or obtain loans directly from the creditor or indirectly by use of a credit card, check, or other device.
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  	OPEN-END MORTGAGE

A mortgage that allows the lender to make additional advances in the future.
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  	OPEN-END MUTUAL FUND

A mutual fund in which there is no limit to the number of shares the fund can issue.
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  	OPENING PRICE 

The price at which the first sale for the day of any security is made.
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  	OPEN INTEREST

In futures trading in commodities, the quantity in terms of units of a given commodity involved in unclosed trading contracts entered into by speculators and others, either long or short, that provides an indication of speculative interest.
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  	OPEN LISTING

Offering property for sale or lease through a broker in which the broker has no exclusive agency or right of sale.
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  	OPEN MARKET OPERATIONS

Flexible in-
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  	struments of monetary policy available to the Federal Reserve System conducted by the New York Federal Reserve Bank, pursuant to directives of the Federal Open Market Committee, having the purpose to contract or expand the volume of excess reserves of member banks and thus affect the credit expansion power of member banks; to influence the level of money rates through the quantitative effect upon bank excess reserves; to provide orderly markets for government securities; to influence the market for bills and commercial paper and levels of rediscounting and borrowing by member banks; and to exercise effect upon foreign exchange markets and international capital movements through the effects upon money rates.
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  	OPEN MARKET RATES

Money rates established for different classes of paper in the open market, or money market, as distinguished from the rates charged by banks to their customers, and from rates for advances and rediscounts established by Federal Reserve banks for member banks.
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  	OPEN MORTGAGE 

A mortgage that does not exclude the possibility of issuance of further debt thereunder.
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  	OPEN ORDER 

An order to buy or sell a security that remains in effect until it is either executed or canceled by the customer.
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  	OPEN OUTCRY

A reference to markets or exchanges where orders are placed and accepted using gestures and shouts.
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  	OPERATING COMPANY

A company that performs actual manufacturing, merchandising, or other business operations, as distinguished from a holding or controlling company; subsidiary companies, the majority of the stock of which presumably is owned by a controlling or holding company.
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  	OPERATING ACTIVITIES

Cash flows that include the cash impacts of transactions that are related to net income for the period, e.g., collection of cash from sales, interest, dividend, and other revenue sources, payments made to suppliers and employees, and payments made for interest, taxes, and other expenses.
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  	OPERATING BUDGET

A part of the master budget representing expected results of operations for a period.
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  	OPERATING CYCLE 

The time between the acquisitions of inventory and the conversion of the inventory back into cash; the cash cycle or the earning cycle.
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  	OPERATING EXPENSES

The costs of conducting business exclusive of what are designated as fixed charges, including selling and general administrative expenses.
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  	OPERATING LEVERAGE 

Ratio of fixed operating costs to total operating costs, usually reflecting the sensitivity of operating profit to changes in sales.
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  	OPERATING RATIO

The ratio of operating expenses to revenue, which tests operating efficiency and measures the total operating expenses per dollar of gross revenue.
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  	OPERATIONAL AUDIT

An audit that measures and evaluates the efficiency and effectiveness of an entity's operations, with emphasis on operating functions, including planning and controlling activities.
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  	OPERATIONAL RISK

Risk associated with the impact of a bank's operating policies and procedures on earnings variability, especially as related to inefficient and ineffective operations.
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  	OPINION 

An audit opinion expresses the auditor's conclusion concerning the financial statements that can be unqualified, qualified, adverse, or a disclaimer of an opinion.
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  	OPINION SHOPPING

Searching for an auditor if the management disagrees with the present audit regarding a financial reporting issue or searching to find an auditor who agrees with a desired opinion.
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  	OPOSSMS

Options to purchases or sell specified mortgage-backed securities.
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  	OPPORTUNITY COST

The profit, or contribution, that is lost or foregone by using limited resources for a particular purpose, that arises from diverting an input factor from one use to another; the basis for a tool for evaluating alternatives.
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  	OPPORTUNITY COST OF FUNDS

The cost of choosing one alternative source of funds over another.
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  	OPTICAL CHARACTER RECOGNITION

The capability of entering information on paper forms directly into an electronic data processing system without an interim transcribing step.
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  	OPTIMIZATION 

The mathematical solution to the efficient allocation of resources in relation to an objective, such as maximizing profits.
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  	OPTIMUM SCALE OF OPERATION 

Scale or size of operation at which the lowest point on the average cost curve is attained.
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  	OPTION

The privileges of buying and/or selling specified securities or commodities in specified amounts, at specified prices, and for a specified duration of time.
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  	OPTIONS ACTIVITY RATIO

A speculative index based on the level of options activity compared with the volume of trading in the stock market.
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  	OPTIONS CLEARING CORPORATION

The guarantor of listed security option contracts in the United States; a Delaware corporation whose stock is equally owned by the Chicago Board Options Exchange, the Ameri-
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  	can Stock Exchange, the Philadelphia Stock Exchange, and the Pacific Stock Exchange, registered as a clearing agency under the Securities Exchange Act, subject to the Securities Exchange Act and the regulatory jurisdiction of the Securities and Exchange Commission.
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  	OPTIONS EXCHANGE A

securities exchange authorized to trade listed options.
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  	OPTIONS ON INDICES

Similar to options on securities except that, on exercise or assignment, the parties to the contract pay or receive an amount of cash equal to the difference between the closing value of the index (e.g., the S&P 500 and the Amex Oil & Gas Index) and the exercise price of the option times a specified multiple.
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  	ORDERLY MARKET

The perception that market processes and prices operate according to informed demand and supply schedules with excesses eliminated.
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  	ORDERS

Written instructions to pay money, such as checks, drafts, bills of exchange, money orders, and others; instructions to a broker to buy or sell securities or commodities.
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  	ORDINARY INTEREST

Interest computed on the basis of a 360-day year.
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  	ORDINARY SHARES 

The English equivalent of U.S. common stock, classified into preferred shares and deferred shares.
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  	ORGANIZATION

A group of people working together to achieve a common goal.
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  	ORGANIZATIONAL BEHAVIOR

Planning, controlling, budgeting, and pricing activities of management influenced by and having influence on the behavior of people who work in the organization, including organizational theory and decision making, motivation and perception, communications, behavioral science, and ethical issues.
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  	ORGANIZATIONAL CULTURE

Beliefs and values shared by members of an organization or entity.
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  	ORGANIZATIONAL GOALS

Objectives that an organization attempts to accomplish.
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  	ORGANIZATION CERTIFICATE

One of the documents executed and filed in the organization of a bank.
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  	ORGANIZATION COSTS 

Costs related to getting an enterprise started, incurred prior to income-producing operations, including such costs and items as promoters, attorneys, and accountants fees, underwriters commissions, securities registration and listing fees, printing costs, and others; an intangible asset or deferred charge that is assumed to benefit the future and is amortized over a period of time not to exceed 40 years; for a bank, cost incurred in the formation of the institution, such as the legal, accounting, consulting, and other costs related to the application for a charter, preparation of articles of association and bylaws, and the costs of selling stock and obtaining insurance.
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  	ORGANIZATION FOR ECONOMIC COOPERATION AND DEVELOPMENT 

An organization of countries established to help member countries achieve the highest sustainable rate of economic growth and of employment, to increase living standards, and at the same time to maintain financial stability; to contribute to sound economic expansion, and to contribute to the expansion of world trade on a multilateral, nondiscriminatory basis.
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  	ORGANIZED CRIME

Crime that is the result of a group or organization.
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  	ORGANIZING

The process by which managers delegate responsibility for using an organization's human, financial, and physical resources.
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  	ORGANIZING FUNCTION

A major function of management having the purpose of providing for the efficient and effective accomplishment of the goals and objectives of the enterprise, requiring that managers establish patterns of relationships (structures, hierarchies) among people and other resources that work to produce an output or accomplish a common objective.
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  	ORIGINAL ISSUE DISCOUNT 

A bond issued at a dollar price less than par.
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  	ORIGINATING BANK

The receiving bank to which the payment order of the originator is issued and is the originator if the originator is a bank.
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  	ORIGINATION 

As related to investment banking underwriting and syndication, the process of developing and registering the securities offering.
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  	ORIGINATION FEE

A fee charged by a lender at the beginning of a loan to cover administrative costs.
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  	ORIGINATOR

An investment banking house that originates or promotes a new issue of stock or bonds.
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  	OTHER COMPREHENSIVE METHODS OF ACCOUNTING

Financial statements prepared in accordance with comprehensive bases of accounting other than generally accepted accounting principles (GAAP), including regulatory accounting, income tax basis accounting, cash receipts and disbursement basis of accounting, or an accounting method based on a definite set of criteria having substantial support that is applied to all material items appearing in financial statements.
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  	OTHER REAL ESTATE OWNED (OREO)

Real estate acquired by a bank for debts previously contracted (i.e., foreclosed real
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  	estate), also includes property formerly used or intended for use for banking purposes.
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  	OUT-OF-POCKETCOST

Costs that require the use of current economic resources, such as taxes and insurance.
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  	OUTOFTHE MONEY 

A situation in which the market price of a futures contact is below the exercise price of a call, or above the exercise price of a put.
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  	OUT-OF-TOWN CHECKS

A check, drawn on a bank located in another place, that is collected through the Federal Reserve Check Collection System or correspondent banks.
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  	OUTSIDE DIRECTOR

A member of the board of directors of a company who is not an officer or employee of the company, presumed to bring expertise and an unbiased viewpoint to the board.
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  	OUTSTANDING 

Not presented for payment; stock shares that have been authorized and held by shareholders.
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  	OUTSTANDING BONDS 

The aggregate of bonds that have actually been issued and sold, as distinguished from the amount authorized.
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  	OVERCAPITALIZATION 

A condition that exists in a corporation when the value of its net assets is less than the par value of its shares.
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  	OVER- 

A prefix signifying higher, an amount in excess of.
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  	OVERCERTIFICATION

The practice of certifying a check by a bank for an amount greater than the balance credited to the account of the drawer, tantamount to a temporary loan.
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  	OVERCOMMITMENT

Making contracts involving financial responsibility in excess of the amount of one's capital or credit or authority.
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  	OVERDRAFTS

An account appearing on the general ledger and financial statement of a bank indicating the aggregate amount by which depositors have overdrawn their accounts, which occurs when a depositor over checks and is equivalent to an unsecured loan.
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  	OVERDUE BILLS

Bills or notes that have not been paid at maturity, which ordinarily should be protested to hold the endorsers liable.
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  	OVEREXPANSION 

Roughly equivalent to inflation; the construction of plant facilities and production of goods in excess of reasonable near-term production requirements and sales probabilities.
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  	OVEREXTENDED ACCOUNTS

Accounts that are undermargined; loans that the borrower cannot pay at maturity, thereby requiring renewal.
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  	OVEREXTENSION

The granting or extension of credit out of line with the risks, moral responsibility, and business ability of the borrower.
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  	OVERHEAD

Costs or expenses other than for direct materials and direct labor necessary for the production of a good or service, such as supplies, electricity and heating costs, depreciation, insurance, and taxes.
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  	OVERISSUE

An issue of stock or bonds by a corporation in excess of the amount authorized.
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  	OVERLYING MORTGAGE 

A mortgage before which one or more other mortgages have prior claims upon the company's property; a junior mortgage.
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  	OVERNIGHT LOAN

A special category of very short-term credit accommodation for dealers in securities, primarily government securities dealers and those dealing in the over the-counter securities, that provides credit for such dealers to pay off other loans, the latter incurred to pay for securities against delivery or to obtain release from pledge of securities in order to deliver.
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  	OVERS AND SHORTS

In banking practice, an accounting for items that are either over (credits) or short (debits), producing a state of unbalance, and are kept in suspense until they can be located and adjusted.
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  	OVERSEAS PRIVATE INVESTMENT CORPORATION

A federal agency for encouraging mutually beneficial American business investment in the world's developing nations, established in 1971.
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  	OVERSUBSCRIPTION 

A condition that exists when the aggregate of subscriptions contracting to buy an issue of securities offered to the public exceeds the amount of the issue.
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  	OVER-THE-COUNTER MARKET 

A major securities market subject to monitoring and on-site inspection and examination by the National Association of Securities Dealers, Inc.
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  	OVER-THE-COUNTER OPTIONS

Two party contracts with price and terms negotiated by the buyer and seller, and include put and call options on individual securities, cash settlement options on groups of securities, and options on currency, as distinguished from exchange-traded options that are third-party contracts (i.e., performance of the parties' obligations is guaranteed by an exchange or clearing corporation) with standardized strike prices and expiration dates.
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  	OWNERSHIP CERTIFICATES

Information returns prepared for the Internal Revenue Service on payment of corporate bond interest payments.
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  	PACIFIC STOCK EXCHANGE 

A regional stock exchange resulting from the consolidation of the San Francisco Stock Exchange and the Los Angeles Stock Exchange in 1957, and having the purpose of serving industry and public investors in the growing west.
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  	PACILO, LUCA

A Venetian monk and mathematician who in 1492 gave the first complete description of a way of keeping businsess records in his book Summa Mathemanica and who is commonly considered to be the founder of bookkeeping and accounting.
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  	PACKAGED MONEY

Strapped currency and wrapped coins used for handling large transactions; bulk cash.
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  	PACKAGED SERVICES

Bank services that have been combined and marketed to provide customers with convenient, economical, and comprehensive financial services.
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  	PACKAGE MORTGAGE

A mortgage loan that packages what would normally be two separate loans, such as a construction loan and a permanent loan.
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  	PAC-MAN DEFENSES

A defensive bid made by the target of a hostile takeover threatening the acquirer/bidder with a takeover.
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  	PAID CHECKS 

Canceled checks.
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  	PAID CREDIT

A short title for paid letter of credit.
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  	PAID-UP CAPITAL 

That part of the subscribed capital stock that has been issued and paid for, the remainder being subject to call and representing uncalled capital; the excess of the issuance price and its par value.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	PAID-UP SHARES

Fully paid stock.
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  	PANIC

A sudden, excited, unreasoning collapse of confidence in the ability of banks and creditors generally to meet their obligations; a financial phenomenon traceable to a collapse in the credit structure, usually precipitated by the failure of a major bank or business house, or a succession of failures without previous warning, including panics of 1933, 1907, 1903, 1900, 1893, 1873, 1857, 1864, 1837, and 1825.
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  	PAPER 

All short-term evidences of debt not under seal, i.e., negotiable instruments used in borrowing funds, especially funds for commercial purposes.
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  	PAPER BASIS

When a country does not employ or no longer employs a metallic basis for its currency system.
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  	PAPER MONEY

Paper instruments, e.g., Federal Reserve notes, silver certificates, U.S. notes, Treasury notes of 1890, Federal Reserve bank notes, and national bank notes, some of which are in the process of retirement, that serve as substitutes for metallic money and form the principal of the circulation media.
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  	PAPER PROFITS 

Unrealized profits; profits not yet taken; profits existing because of a rise in the market price of a security or commodity over its purchase price, or a decline in the market price below the selling price, is sold short.
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  	PAR

State of equality, or 100 percent, without premium or discount; the face or nominal value of a share of stock the value imprinted or engraved on a bond or stock certificate, or the principal amount at which a bond will be redeemed at maturity.
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  	PARADOX OF THRIFT

More savings may not always be good for the economy, a paradox because economics teaches that more savings leads to more investment, which in turn leads to economic growth. However, if everyone increased savings, consumption activity would decrease and national income would fall; as income falls, investment will also fall, and this is not good for the economy.
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  	PARCLEARANCES

Clearing house checks, i.e., those checks passing through a local clearinghouse association, collected at par, no charge being made to the payee or endorser by the collecting bank that receives the check for deposit, or to the drawer by the bank on which it is drawn; out-of-town checks collected at par.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	PARENT COMPANY 

A business corporation owning full or majority interest in other corporations called subsidiaries, as authorized in the state's corporation laws and in turn included specifically in the corporation's certificate of incorporation.
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  	PARETO'S LAW 

Vilfredo Paretoinhis Manuel of Political Economy ( 1906) defined a Pareto optimum exchange as one in which at least one party in the exchange is better off and no one is worse off. This concept of optimality is used in economics to evaluate and compare various income redistribution and re-
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  	source reallocation schemes.
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  	PARIS BOURSE

The Paris Stock Exchange, the full title of which is The Company of the Paris Bank, Exchange, Trade and Finance Brokers, dating from official recognition by Louis XV in 1724.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	PARIS CLUB

The name given to the ad hoc meetings of creditor governments that, since 1956, have arranged, when necessary, for the renegotiation of debt owed to official creditors or guaranteed by them.
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  	PARITY 

In arbitrage, equivalence; derived from par, meaning the equivalent price for a certain security, currency, or price relative to another security, currency, or price or relative to another market for the security, currency, or price.
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  	PARITY PRICE

The price per bushel or other unit that would be necessary for a bushel or other unit today to buy the same quantity (from a standard list) that a bushel or other unit would have bought in a base period, e.g., the 1910-14 base period, at the prices then prevailing.
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  	PARKING SECURITIES

An illegal means used in corporate takeovers or other activities whereby, in a takeover, the party attempting to acquire a corporation arranges for arbitragers to hold large blocks of stock that can be acquired quickly. The raider hopes to gain an effective hold on a corporation before acquiring the 5 percent ownership that triggers public disclosure of stock purchases, sometimes involving illegal insider trading activity, also used to create illegitimate tax losses through prearranged securities transactions.
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  	PAR LIST

The banks throughout the United States that accept and remit to presenting banks at out-of-town points for checks drawn upon themselves at par. Member banks of the Federal Reserve System are automatically placed on the par list.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	PARTIAL PAYMENT 

When a check is accepted that specifies that it is full settlement of a claim, its acceptance will operate as a discharge of the claim in full and the ordinary rule will not apply that a if a dispute exists as to the amount due and that independent consideration exists to support the accord and satisfaction.
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  	PARTICIPANT 

A party-bank, investment house, etc.-that is invited to take and accept membership in a distributing syndicate organized for the purpose of selling an issue of securities, or to which is given a share or partial interest in a loan granted by another party.
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  	PARTICIPATING BOND

A bond that, in addition to bearing a minimum fixed rate of interest, is entitled to share in additional payments from profits of the issuing corporation; dividend or profit-sharing bond.
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  	PARTICIPATING LOAN

A loan made by a number of large banks because of its size and risks.
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  	PARTICIPATING PREFERRED STOCK

Preferred stock whose owners may receive (participate in) dividends beyond the stated amount or stated percentage.
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  	PARTICIPATION

The portion or share of securities that is allotted to each member of a distributing syndicate, known as a participant, by the syndicate managers when an issue of securities is floated by a syndicate.
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  	PARTICIPATION LOANS

Loans made by one bank in which another bank is given a part interest, a relative common practice among large banks in the money centers that maintain accounts with interior banks, by which the latter are given an investment outlet for their available funds in time and demand loan.
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  	PARTICIPATION MORTGAGE

A single mortgage loan made by more than one lender.
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  	PARTIES

Persons associated with an instrument or contract, e.g., the parties to a check are the drawer, payee, drawee, and endorsers; to a draft or bill of exchange, the drawer, drawee (called acceptor after accepting it), payee (often the same party as the drawer), and endorsers; to a note, the maker, payee, and endorsers.
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  	PARTNER'S CAPITAL

The amount of money or other assets contributed by the partners of a firm for investment in the partnership business less withdrawals, plus the partner's share of profit of the partnership and minus the partner's share of losses of the partnership.
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  	PARTNERSHIP

A form of business organization in which two or more persons (no limit as to the number) are associated as co-owners for the purpose of business or professional activities for pecuniary gain or other purposes.
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  	PAR VALUE

Face value or nominal value, as the par value of stock and bonds.
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  	PASS A DIVIDEND

When a board of directors omits to declare a regular or expected dividend, it is said to pass a dividend.
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  	PASSBOOK

A bank book; a book in which deposits, or deposits and withdrawals, are recorded, provided for both commercial and savings accounts.
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  	PASS DUE

A note, acceptance, account, or other obligation not paid when due.
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  	PASSIVE ACTIVITY

Any activity that involves the conduct of a trade or business in which the taxpayer does not materially participate.
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  	PASSIVITY

A condition of not actively manag-
	

	

	















 

  	
  	
  	
  



	




	Page 177

	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ing an investment or property.
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  	PASS-TRHOUGH ACCOUNT

A balance maintained in a depository institution that is not a member bank; in a U.S. branch or agency of a foreign bank or an Edge or agreement corporation; in an institution that maintains required reserve balances as Federal Reserve bank; in a Federal Home Loan bank, a National Credit Union Administration Central Liquidity Facility, or in an institution that has been authorized by the board to pass through required reserve balances if the institution maintains the funds in the form of a balance in a Federal Reserve bank of which it is a member or maintains an account in accordance with rules and regulations of the Board of Governors of the Federal Reserve System.
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  	PASS-THROUGH CERTIFICATE

A mortgage backed security that gives an owner an undivided interest in the underlying asset pool (the mortgage) and an income stream linked directly to the return (the mortgage payments) on that pool.
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  	PASS-THROUGH SECURITY

A security representing an interest in an underlying pool of mortgages. Payments received on the underlying pool are passed through to the security investor.
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  	PASSWORD

A unique word or string of characters that a program, computer operator, or user must supply to meet security requirements before gaining access to data.
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  	PATENT

An exclusive right given to an individual or firm to use a particular process or to make or sell a specific product for a predetermined period of time--17 years in the United States. During that period of time, the patent holder has a monopoly over the patented product or process.
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  	PATENT AND TRADEMARK OFFICE

A federal office that examines applications for three kinds of patents: design patents (issued for 14 years), plant patents, and utility patents (issued for 17 years), including reissue patents, and that issues statutory invention registrations, which have the defensive but not the enforceable attributes of a patent. The office also registered trademarks that include any distinctive word, name, symbol, device, or any combination thereof adopted and used by a party to identify goods or services and distinguish them from those produced or sold by others, registered for 20 years with renewal rights.
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  	PATIENCE 

A virtue that inclines a persons to endure present hardships, inconvenience, disconfitureship, or evil.
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  	PAWNBROKER

A person who lends money against objects held in trust by the lender.
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  	PAYABLES

In accounting, a catch all reference to the combined aggregate of notes payable and accounts payable.
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  	PAYABLE-THROUGH CHECK

A check payable by one bank but ''payable through" another.
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  	PAY DAY

Account or settlement day.
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  	PAYEE 

The party (person, firm, or corporation) in whose favor a check, note, draft, or money order is made payable.
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  	PAYER

The party (personal firm, or corporation) upon whom payment devolves, as in the case of a check, draft, note, or bond.
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  	PAYING AGENT

Place where principal and interest are payable, usually a designated bank or the office of the treasurer of the issuer.
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  	PAYING BANK

The bank upon which a check is drawn and that pays a check, acceptance, or sight draft to a collecting bank or holder; drawee bank.
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  	PAYING TELLER

The first teller of a bank, usually associated with the paying of cash against checks presented for payment and the custodianship of that part of the bank's money stock necessary for counter use and having other comprehensive responsibilities, including certifying checks, settling clearinghouse balances, disbursing payroll cash, verifying signatures and stop-payments, and proving daily work.
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  	PAYMENT CAPS

Terms of certain loans that place an upper limit on the amount of periodic payments, as on the interest rate on an adjustable-rate loan.
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  	PAYMENT DATE

The date on which dividends are to be paid after the date of declaration and date of record.
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  	PAYMENT FOR HONOR 

The payment of a check or bill of exchange after it has been protested for nonpayment by an outside party for the purpose of saving the honor of any person liable thereon.
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  	PAYMENT-IN-KIND (PIK)

A deferred payment instrument the holder of which receives additional bonds in lieu of cash payments up until the cash-out date, when the investor receives more interest payments from holding more bonds.
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  	PAYMENT ORDER

An instruction of a sender to a receiving bank, transmitted orally, electronically, or in writing, to pay or to cause another bank to pay, a fixed or determinable amount of money to a beneficiary if the instruction does not state a condition to payment to the beneficiary other than time of payment, if the receiving bank is to be reimbursed by debiting an account of, or otherwise receiving payment from, the sender, and the instruction is transmitted by the sender directly to the receiving bank or to an agent, funds-transfer system, or communi-
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  	cation system for transmittal to the receiving bank.
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  	PAYMENTS MECHANISM 

In a comprehensive sense, payments in coin and currency, transfers of funds effected by checks, drafts, or similar paper instruments, and other mechanisms; systems designed for the payment of funds, payments, and money between financial institutions throughout the nation, including check processing, wire transfer of funds, operations of clearinghouses, etc.
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  	PAYMENT SYSTEMS 

The institutional and historical settings in which the various means of payment are used in a national context; systems of exchange for trading purposes, such as the checking system and the automated clearinghouse, automated teller machines, electronic funds transfer, and point of-sale.
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  	PAYMENT TABLES

Financial tables that show monthly payments (principal and interest) for loans that fully payoff the debt over the loan term for various periodic interest rates and amounts financed.
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  	PAYOR BANK

The bank that pays the check, draft, or other item.
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  	PAYOUT RATE

The percentage of corporate net income paid out as dividend for the period.
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  	PAYOUT RATIO 

Dividend yield; a measure of the percentage of earnings distributed in the form of a cash dividend by dividing cash dividends by net income.
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  	PAYROLL TAXES 

Taxes imposed under the federal Social Security Act and various state acts providing a variety of programs for qualified individuals and families, including a federal old-age and survivors' benefits program with medical care for the aged, and a joint federal-state unemployment insurance program.
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  	PAY TO BEARER

A term used with reference to a negotiable instrument that provides that title may be negotiated by mere delivery without endorsement, including such bearer instruments as checks, drafts, and notes made payable to bearer; coupon or bearer bonds; and coupons detached from bonds.
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  	PAY TO ORDER

A term used with reference to a negotiable instrument that provides that the instrument can be negotiated only by endorsement and delivery.
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  	PEER GROUP

Group of institutions within a given asset size and/or geographic location, usually utilized for performance comparisons purposes.
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  	PEGGED PRICE 

The price of a security or commodity when it is not permitted by those in control to advance above or decline below a certain fixed point.
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  	PENCE

The plural of penny.
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  	PENNY

In the English coinage system, a plain pledge, bronze coin having a diameter of 2.0210 centimeters and weight of 3.4540 grams; a name also given to the one-cent piece in the United States.
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  	PENNY BALANCE

Balancing groups of work to where all differences between debits and credits are identified.
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  	PENNY STOCK REFORM ACT OF 1990

An act calling for a review of the rules, procedures, regulations, and enforcement activities as they relate to the sale of penny stocks (stocks with an offering price between $5 a share and normally traded over-the-counter).
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  	PENNY STOCKS 

Loosely applied to low-priced equity issues, usually thinly traded and high risk issues, many of which issues do not trade on a formal exchange but trade in the over-the-counter market or elsewhere.
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  	PENSION

An arrangement whereby an employer agrees to provide benefits to retired employees, usually in the form of an allowance, annuity, or subsidy. A defined pension plan is a plan that states the benefits to be received by employees after retirement or the method of determining such benefits. A defined contribution plan is one in which the employer's contribution is based on a specific formula.
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  	PENSION BENEFIT GUARANTY CORPORATION (PBGC) 

A federal government agency established to administer two mandatory insurance programs (single-employer program and multi-employer program) covering most private, defined-benefit pension plans to guarantee benefits. The PBGC is a self-financing, wholly owned United States government corporation that provides coverage of most tax-qualified, private defined benefit pension plans.
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  	PENSION FUND

A financial institution or fund established for the payment of retirement benefits or a pension.
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  	PENSION PLAN

An arrangement evidenced by a written agreement providing for the accumulation of funds from a business or its employees or both to be used for monthly or other periodic payments to employees of the business after their retirement.
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  	PEPPER-MCFADDEN ACT

An important revision of the national bank laws that removed some of the handicaps under which national banks had been competing with state commercial banks by permitting branch banking to national banks in states where the laws granted such powers to state institutions.
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  	PER CAPITA

An estate distribution pattern meaning "by roots or stocks; by representation, by head" that means that beneficiaries get what their immediate ancestors had.
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  	PERFECT COMPETITION

A market condition in which neither the buyer nor the seller can alter the price of goods or services.
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  	PERFORMANCE BUDGET

A budget that emphasizes measurable performance of work programs and activities.
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  	PERFORMANCE FEES

Fees charged by investment bankers and others based on the level of intensity and success of the investment management strategy more than by the value of the assets under management.
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  	PERFORMANCERATIOS

Financial statement ratios designed to measure and evaluate a company's performance as reflected in the statements and marketplace.
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  	PERFORMANCE REPORTS

Measurements of results, which are usually compared with budgeted or standard amounts.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	PERIOD

A day, week, month, or other subdivision of time.
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  	PERIOD COSTS

Expenditures that are not directly associated with the providing of goods or services but are associated with the passage of a time period, such as the president's salary, advertising expense, and rent expenses.
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  	PERIOD OF DISTRIBUTION

In syndicate operations, the duration of the offering period during which the security is publicly offered through the members of the selling group.
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  	PERJURY

A crime associated with making a false statement under oath.
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  	PERLS 

Principal exchange-rate-linked securities.
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  	PERMANENT ACCOUNTS

Real accounts the assets, liability, and stockholders' equity account-that are not closed at the end of the period because their balances are not used to measure income, as distinguished from temporary or nominal accounts.
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  	PERPETUAL BOND

A bond that has no prescribed maturity date.
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  	PERPETUAL TRUST

A trust created to continue as long as the need for it continues.
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  	PERPETUITY

Flow of level payments that continue indefinitely.
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  	PER PROCURATION

A signature given by an agent who has limited authority to sign for, or on behalf of, his or her principal, such as when a bank or trust company empowers a clerk to sign in this manner, especially where official signatures are required in volume, as in stock registrar and transfer activity.
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  	PERSERVERANCE

A moral virtue that inclines a person to continue in the practice of a virtue or other human activity.
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  	PERSON

A natural person, corporation, government, or governmental subdivision or agency, trust, estate, partnership, cooperative, or association.
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  	PERSONAL BANKER

Individual bankers assigned to a bank's customers to handle a broad range of financial services who serves as a direct link between the bank and the customer.
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  	PERSONAL CHECK

A check drawn by an individual as distinguished from one drawn by a corporation, bank, partnerships.
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  	PERSONAL CREDIT

Credit given to an individual, or to which an individual is entitled, as typically provided by personal loan departments of commercial banks.
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  	PERSONAL FINANCE

A specialized area of finance including such matters as management and control of personal spending, investing, budgeting, etc.
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  	PERSONAL FINANCIAL PLANNING

The evaluation of a person's current financial position and financial goals leading to the development and/or a presentation of a plan to achieve those goals, frequently prepared by professional personal financial planners.
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  	PERSONAL FINANCIAL STATEMENTS

The financial statements of either an individual, a husband and wife, or a group of related individuals that provide adequate disclosure of information relating to the financial affairs of an individual reporting entity.
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  	PERSONAL HOLDINGCOMPANY

A closely held corporation that, (1) is owned by 5 or fewer shareholders who own more than 50 percent of the cooperation's outstanding stock at any time during the last half of its taxable year, and (2) whose PHC income equals at least 60 prevent of the corporation's adjusted gross income for the tax year, having a tax rate equal to 28 percent of the undistributed personal holding company income. The purpose of the tax is to prevent a closely held corporation from converting an operating company into a nonoperating company.
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  	PERSONAL IDENTIFICATION CODE

Personal identification number.
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  	PERSONAL IDENTIFICATION NUMBER (PIN)

A secret number that serves as an electronic signature on plastic credit or debit cards or other computer-related access mechanisms that allow customers access to their accounts.
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  	PERSONAL LOAN 

A loan made by a bank to an individual, to be repaid in installments from regular income; a consumer loan or installment loan; as defined by the Federal Reserve System for its consumer credit statistical series, all installment loans not covered by automobile paper, other consumer good paper (credit extended for the purpose of purchasing automobiles and other consumer goods and secured by the items purchased), and repair and modernization loans, made to individuals for consumer purposes,
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  	frequently for consolidation of consumer debts.
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  	PERSONAL LOAN COMPANY

Small loan companies; specialists in personal loans.
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  	PERSONAL PROPERTY

All tangible and intangible movable goods or possession, e.g., money, securities, accounts receivable, merchandise, livestock, and many other items, as distinguished from real property (realty).
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  	PERSONAL SAVING DEPOSIT

A saving deposit that is not transferable and that represents funds deposited to the credit of or in which the entire beneficial interest is held by a depositor who is a natural person.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	PERSONAL SECURITY

A type of security obtained when a loan is made on which the note that evidences the debt is signed not only by the maker, but also by another financially responsible person acting as endorser, surety, or guarantor, as distinguished from collateral security.
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  	PERSONAL SERVICE CORPORATION

A corporation having as its principal activity the performance of personal services that are substantially performed by employee-owners (a tax concept), wherein employee-owners are employees who own, on any day of the tax year more than 10 percent of the personal service corporation's stock.
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  	PERSONALTY

Personal property.
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  	PERSONNEL DEPARTMENT

A department organized to coordinate the problems arising in securing and training an adequate supply of clerical workers.
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  	PER STRIPES

Literally, by the branch; an estate distribution pattern meaning "by the head or polls; according to the number of individuals; share and share alike."
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  	PET BANKS

In modern times, the central depositories designated by large business firms to receive remittances by customers, addressed to such banks at specified post office lock box numbers; in American history, the state-chartered banks designated as Treasury depositories by the Jackson Administration, beginning in 1833.
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  	PETRODOLLARS 

Term applied to Eurodollar deposits held by petroleum-exporting countries or their citizens.
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  	PETTY CASH FUND

A fund from which is disbursed cash in payment of petty or small expenses.
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  	PHANTOM INCOME

A term for income that is attributable to the fact that any reduction in the taxpayer's debt must be included as part of the amount realized on a disposition of property.
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  	PHILADELPHIA PLAN

Equipment trust.
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  	PHILADELPHIA STOCK EXCHANGE

A regional stock exchange and America's oldest securities marketplace, tracing its organization back to 1790.
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  	PHILLIPS CURVE

In macroeconomic theory, the graph depicting the concept of a trade-off between reduction in the unemployment rate and rise in the inflation rate, i.e., reduction in the rate of unemployment through fiscal monetary policies is at the expense of a rise in the inflation rate, developed by A. W. Phillips for the United Kingdom in the years 1862 to 1957; a curve plotted with the vertical scale measuring the rate of inflation and the horizontal scale measuring the rate of unemployment, having a continuously rising curvature traced from the highest rate of employment upward past the "full employment" rate to higher levels of the inflation rate.
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  	PHYSIOCRATS

The first formal school of economists, with Francois Quesnay as its intellectual leader, the hallmark of the physiocrat contribution being the formulation of a theoretical model or framework from which solutions could be derived.
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  	PIK

Pay-in-kind preferred stock.
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  	PINK SHEETS

A term referring to approximately 12,000 thinly traded over-the-counter stocks, considered highly speculative, that are not on the National Association of Securities Dealers Automated Quotations (NASDAQ) system, printed on thin, pink sheets of paper.
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  	PITTMAN ACT

An act passed in 1918 designed to aid in the stabilization of the currencies of China and India, where a shortage of silver increased the world price of this commodity to high levels.
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  	PLAIN BONDS

Debentures; unsecured bonds; certificate of debt.
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  	PLANNED AMORTIZATION CLASSES

Collateralized mortgage obligations that guarantee a fixed rate of amortization pay down schedule so long as the prepayment rate stays within some range in order to remove the cash flow uncertainty as long as the prepayments stay within the designated range.
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  	PLANNING 

A major function of management being a process that establishes goals and objectives and develops a decision model for selecting the means of attaining those goals and objectives, consisting of basic research
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  	and analysis of the environment and trends; identification and analysis of alternative goals and objectives; statement of goals and objectives; and development of policy alternatives and resource utilization. The role of planning for an enterprise can be visualized as shown in the illustration.
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  	PLAT

A map or plan of a specific land area.
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  	PLEA

A defendant's response to a legal complaint.
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  	PLEDGE

When collateral is delivered to a bank as security for a loan or other obligation, the delivery constitutes a pledge for the payment of a debt.
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  	PLEDGED ACCOUNT MORTGAGES (PAMs)

On a PAM, that portion of the interest due that is not covered by the monthly payment is deducted from a savings account pledged by the borrower.
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  	PLEDGEE

The party to whom a pledge is made, i.e., to whom securities or other assignable property is pledged as security for payment of a loan.
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  	PLEDGOR

One who pledges or hypothecates securities or other property as security for the payment of a loan.
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  	PLUNGE

Reckless speculation on a large scale.
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  	PO 

Principal-only security representing the principal portion of a stripped Treasury or stripped mortgage-backed security.
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  	POINT 

The unit of price in which fluctuations in quotations and gains and losses are expressed in stocks, bonds, and commodities.
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  	POINT-OF-PURCHASE DISPLAY

A sales promotion used to direct attention at the point of purchase of a product or service.
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  	POINT-OF-SALE TERMINALS 

On-line electronic terminals located in retail establishments that allow for transfer of funds between accounts, authorizations for credit, verification of checks, and provision of related services at the time of purchase and allow customers of participating financial institutions to effect transactions through the use of machine-readable debit cards containing a magnetic stripe indicating the customer's account number, bank number, and types of accounts.
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  	POINTS

One percent of the loan, usually charged by the lender at the beginning of a loan to increase the effective yield; an additional compensation to the lender and cost to the borrower.
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  	POISON PILL

A takeover defense in which the target company issues very large amounts of convertible preferred stock that can dilute the percentage of common stock to be acquired by the hostile acquiror.
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  	POLICY

A written contract between the issuer and the person insured specifying in detail the terms and conditions under which the parties are bound, the property covered, and the risks insured against in consideration of payment of the premiums.
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  	PONZI

A confidence man or swindler, named after the notorious con artist Charles Ponzi.
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  	POOL 

A combination of persons who organize for the purpose of exploiting a certain stock or stocks; more or less formal groupings of competing firms for the purpose of control of prices, patents, markets, output, income, and similar matters, such pools often being in violation of the antitrust laws because their motivation is to eliminate or lessen competition or to effect monopoly; a joint venture of temporary association of speculators.
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  	POOLING OF INTERESTS

A method of accounting for a business combination reflecting the concept that the holders of the common stock in the combining companies continue as holders of the common stock in the combined company, as distinguished from the purchase method of accounting for a business combination.
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  	PORTAL MARKET

A market for qualified investors to privately trade unregistered, world class international securities, operated by NASDAQ.
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  	PORTFOLIO

Holdings of loans, bonds, and/or securities.
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  	PORTFOLIO INSURANCE

A form of hedging that uses stock index futures contracts and index options to limit the downside risk of holding a diversified portfolio of common stocks.
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  	PORTFOLIO MANAGEMENT

Structuring one's assets and liabilities to meet one's needs in terms of risk, competition, maturity, schedules, and interest rates.
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  	POSITION

A reference to the month in which one's futures contracts mature and delivery becomes due, such as a December position; the current trading inventory of securities of securities dealers and others; the number of shares of a security held by an investor or a broker-dealer.
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  	POSITIONING

The structuring of a readily identifiable image for a product or service.
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  	POSITION SHEET

A summary sheet designed to show the commitments of a bank, a foreign currencies exchange house, trader, and others prepared to show a position held in balances, commitments, priorities, assets held, and other data.
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  	POSITIVE ECONOMICS

So-called scientific economics, practices that when one predicts that if event A occurs, then event B will follow, the prediction being based on the objective evaluation of facts and observations.
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  	POST

A point or position on the floor of a stock
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  	exchange at which certain stocks are bought and sold; to transfer data from a journal (or book of original entry) to a ledger.
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  	POSTAL SAVINGS SYSTEM

Established in 1911 under the Postal Savings Act providing for a nationwide system of savings offices in post offices that provide savings facilities for communities without them.
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  	POST-DATED CHECK

A check that is dated ahead, i.e., bears a date that has not yet arrived and for which a bank has no authority to pay until the specified date.
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  	POSTIL

In bookkeeping, an explanatory marginal note written against an item in a journal or ledger.
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  	POSTING 

An accounting process involving the transfer of data from a journal (a book of original entry) to a ledger (a book of accounts).
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  	POSTOFFERING MARKET

In investment banking underwriting and syndications, a market in securities following completion of the distribution during which the lead underwriter continues to make a market in the security primarily to provide liquidity but not to serve as a price-stabilizing role.
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  	POST-RETIREMENT BENEFIT PLANS

Pension, health care services, life insurance, tuition assistance, legal and tax services, day care, housing subsidies, and other benefits provided to employees after retirement.
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  	POUND

A unit of weight equal to 16 ounces, 7,000 grains, 454 grams, 0s.454 kilograms, and 14.58 troy ounces; pound sterling.
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  	POUND STERLING 

The standard monetary unit of the British Commonwealth and a number of other countries.
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  	POVERTY LEVEL

A government-defined level of income to meet the minimal food, housing, clothing, medical, and transportation needs of individuals and families.
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  	POWER

In law, authority or capacity to command or to perform some act; legal ability or capacity.
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  	POWER OF ATTORNEY

A document witnessed or acknowledged, authorizing the person named therein to act in place of the signing party, which may be general or special.
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  	POWER OF SUBSTITUTION

A form that is stamped or written on the reverse side of a stock certificate when an attorney who has been named for the purpose of transferring the stock is exercising the privilege of appointing a substitute, according to the terms of the power of attorney.
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  	PRE- 

From the Latin, meaning "before."
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  	PREARRANGED TRADING

Trading when two or more traders buy and sell futures among themselves without offering the orders in the pits; an illegal trading practice.
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  	PREAUTHORIZED EBITS

Arrangements that provide for preauthorized deductions from a customer's account and deposits into a company's account for mortgage, insurance, utility payments, and others.
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  	PRECISION

The measure of the accuracy of an estimate-the closeness of the estimate to the true population value; a reference to the interval about a sample estimate.
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  	PRE-EMPTIVE RIGHTS

Stockholders' privilege to subscribe to new issues of voting stock, usually the common stock or securities convertible into voting stock, before such offerings are made to nonstockholders, often referred to as a privileged subscription right, a right that has been eroded in recent years.
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  	PREFERENCE BONDS 

Bonds on which interest is paid on each series in the order of preference, such as on Series A and B.
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  	PREFERENCE STOCK 

The English equivalent for preferred stock.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	PREFERENTIAL TARIFF

A tariff aimed at favoring the products of one country over those of another, as in a most favored nation clause.
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  	PREFERRED CREDITOR

One who has preferred claims that legally take precedence over those of other creditors, such as in the dissolution of an insolvent company where the claims of laborers for wages and the government for taxes are considered owed to preferred creditors.
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  	PREFERRED STOCK

Stock that has a claim upon the earnings in the form of dividends (and sometimes upon the assets and control) of a corporation prior to the common or other class of stock, representing an equity in the corporation that ranks after bonds and floating debt.
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  	PRELIMINARY FILING

In investment banking, underwiting and syndication, an SEC filling related to the preparation of the securities issuance providing a broad outline of the offering.
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  	PREMIUM

The percentage of price that a security commands over its face value; the annual or less frequent sum paid by an insured party upon an insurance policy; the price paid on an option contract or other privilege; the price of an option agreed on by the buyer and seller in open, competitive trading on the exchange trading floor.
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  	PREMIUM BONDS

Bonds that are retired at their maturity (or at an optional prior date) at an amount above their par value, customarily much larger than the primary premium involved in interim call of ordinary bonds, which can be retired at maturity at face amount of principal without premium.
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  	PREPAID EXPENSE

A good or service pur-
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  	chased by a company for use in its operations but not fully consumed by the end of the accounting period; expenses of a future period that have been paid in advance; a current asset.
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  	PREPAYMENT 

The payment of an outstanding loan balance prior to maturity; to pay charges in advance.
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  	PREPAYMENT CLAUSE

A provision in a loan agreement allowing the borrower to repay the loan before maturity.
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  	PREPAYMENT PENALTY

A fee charged to a borrower for the right to pay off a loan before it is due.
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  	PRE-REFUNDED MUNICIPALS

Bonds of a municipality issued to pay off older, higher yielding bonds, the proceeds from the sale of the new bonds typically being invested in Treasuries, considered one of the safest investments available.
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  	PRESENTATION DRAFT

Demand draft.
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  	PRESENTING

Forwarding a check to the drawee bank for payment
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  	PRESENTING BANK

A bank that presents an item to the pay or bank for payment.
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  	PRESENTMENT

The exhibiting of a matured note, acceptance, or bill of exchange to the maker, acceptor, or drawee for payment.
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  	PRESENT VALUE

The net amount of discounted expected cash flows relating to an asset or liability; the principal that must be invested at time period zero to produce the known future value, for example, the present value of $1,688.96 received at the end of four years discounted at 14 percent is $1,000.
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  	PRICE

The value of anything exposed for sale expressed in moneys terms; the exchange value in money terms; amount of money necessary to purchase goods and services.
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  	PRICE AUCTION

An auction in which the coupon rate and maturity are specified in advance.
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  	PRICE CEILING

A price set below equilibrium, meaning that the price cannot increase above that level.
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  	PRICE DISCRIMINATION

A difference in prices charged to different customers for the same product or service.
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  	PRICE/EARNINGS RATIO

A measure of the ratio of the market price of each share of common stock to the earnings per share computed by dividing the market price of the stock by earnings per share.
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  	PRICE ELASTICITY OF DEMAND

A measure of responsiveness in the quantity demanded of a good or service to a change in the price of that good or service, calculated as the percentage of change in quantity demanded divided by the corresponding percentage of change in price.
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  	PRICE FLOOR

A price artificially set above the equilibrium price and when imposed, a surplus results.
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  	PRICE INDEX

A comparison of the prices of goods and services in the current period to those of a base period, including the consumer price index, producer; price index, wholesale price index, and others.
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  	PRICE LEADERSHIP

A behavior where the dominant (leader) firm increases price as a signal for other firms to follow.
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  	PRICE RIGIDITY

An economic theory that holds that prices are inherently rigid under an oligopoly because if any one firm raises its price, no other firm would follow and hence the initial firm's revenues would fall and if any one firm lowered its price, all firms would follow, thereby eliminating the anticipated revenue change, attributable to the interdependence among oligopolistic firms which tend to make prices inherently rigid.
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  	PRICE RISK

The chance that interest rates will rise, reducing the market value of an investment.
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  	PRICES

The universal expression of the exchange value of goods and services; the major determinants of production and consumption in a competitive system.
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  	PRICE SUPPORT 

Governmental programs of assistance to agriculture and other industries to influence prices that puts a floor under prices of specified products.
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  	PRICE SUPPORT LEVEL

The price for a unit of a commodity that the government will support through price support loans or payments, determined by law.
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  	PRICE THEORY 

Microeconomic theory; a theory of prices that studies the flow of goods and services from business firms to households, the composition of such flows, and the determination of the prices of goods and services in the flow, as well as the flow of services of economic resources from resource owners to business firms and how the prices of these resources are determined.
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  	PRICE TIERING

The practice of charging more than one price for the same service based on cost differentials.
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  	PRICING OBJECTIVES

An entity's pricing goals or targets.
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  	PRICING POLICY 

The principles and practices that determine pricing decisions, including administered pricing, cost-plus pricing, differential cost pricing, direct-cost pricing, fair pricing, return-on-asset pricing, variable-costpricing, transferpricing, economictheory pricing, and many other methods.
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  	PRIDE

In a negative sense, the inordinate desire for one's own excellence as it relates to one's abilities and the objective realities thereof; in a positive sense, to take pride in oneself or
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  	one's work based on self-knowledge and a recognition of one's abilities duly acknowledged.
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  	PRIMARY CAPITAL

The sum of common stock, perpetual preferred stock, surplus, undivided profits, contingency and other capital reserves, valuation reserves, mandatory convertible securities, and minority interest in consolidated subsidiaries at a bank.
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  	PRIMARY DEALER

Banks and investment dealers authorized to deal in government securities in direct transactions with the Federal Reserve Bank of New York through the Fed's Open Market Committee.
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  	PRIMARY DISTRIBUTION

The sale of a new issue of stock and bonds.
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  	PRIMARY EARNINGS PER SHARE 

A disclosure or presetnation on the income statement of a corporation based on the outstanding common shares and those securities that are in substance equivalent to common shares, such as certain convertible securities, options, and warrants.
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  	PRIMARY MARKET

In investment banking activities, the market in which the securities are first issued.
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  	PRIMARY MORTGAGE MARKET 

The market in which mortgage loans are originated, consisting of lenders that make mortgage loans directly to borrowers.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	PRIMARY PAPER 

High quality commercial paper as established by a recognized rating service or agency.
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  	PRIMARY RESERVES

Bank reserves that constitute a bank's legal reserve of cash and cash deposits with other banks and the Federal Reserve bank.
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  	PRIME LENDING RATE

The rate at which commercial banks will lend money to their most creditworthy customers; the rate used as a base for most loans to financial intermediaries and other borrowers.
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  	PRIME RATE

The lowest rate of interest commercial banks charge borrowers with the highest credit rating.
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  	PRINCIPAL

The buyer or seller in a real estate or investment transaction; the sum of money loaned; a person who authorizes another as an agent to represent him or her; a major player in a transaction.
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  	PRINCIPAL AMOUNT

Face value of a bond or loan to be repaid at maturity.
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  	PRINCIPAL AUDITOR 

An auditor who audits the main components of an entity while other accountants audit some or all of the components.
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  	PRINCIPAL BENEFICIARY

The ultimate beneficiary in a trust or will.
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  	PRINCIPAL UNDERWRITER

The managing underwriter in a syndicate.
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  	PRIOR LIEN

A lien ranking ahead of another lien(s).
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  	PRIOR LIEN BONDS

Bonds secured by a mortgage taking precedence over another or other mortgages against the company's property.
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  	PRIOR-PERIOD ADJUSTMENTS

Items reported on financial statements as gains or losses resulting primarily from the correction of errors of a prior period and requiring a restatement of retained earnings.
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  	PRIOR REDEMPTION

The act of calling redeemable or optional bonds for redemption at a date prior to the obligatory maturity.
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  	PRISONERS' DILEMMA

A noncooperative game in which every player's dominant strategy imposes losses on all other players, the outcome of which is that all players lose relative to the payoffs available if all players follow cooperative strategies.
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  	PRIVACY LAWS

Federal and state statues that prohibit an invasion of a person's right to privacy and that provide access to personal data under specific circumstances, such as income tax returns, credit reports, and electronic surveillance.
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  	PRIVATE ACTIVITY BOND 

A tax-exempt security that benefits nongovernmental entities.
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  	PRIVATE BANKING

Banking conducted as a partnership or individual proprietorship, perhaps the oldest form of banking.
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  	PRIVATE LETTER RULING

The IRS's response to a taxpayer's inquiry concerning the interpretation of a tax law to a specific situation.
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  	PRIVATE PARTNERSHIP 

A form of investment bank ownership in which management is concentrated in the hands of partners, as contrasted with the public firm and the conglomerate unit.
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  	PRIVATE PLACEMENT

Sale by an issuer of its securities exempt from registration.
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  	PRIVATE PROPERTY

The power or right to dispose of something as one's own as prescribed by civil or natural law and subject to restrictions.
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  	PRIVATE-PURPOSE TAX-EXEMPTS

Tax exempt securities issued by municipalities to finance private projects.
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  	PRIVATE WIRE

Telephone or telegraph wires available to banks and others for their own exclusive use, or jointly with other parities, for the purpose of keeping in immediate and convenient contract with branches, correspondents, and others.
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  	PRIVATIZATION 

A process used by investment bankers to assist in offering the securities of government-owned or privately owned companies to the public.
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  	PRIVILEGES

Specific financial contracts made with the view of permitting one of the parties
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  	to exercise some right, option, or privilege, such as to purchase securities or commodities, for a limited time, a price being paid for such privilege, including options, puts, calls, spreads, straddles, and other forms.
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  	PROBABILITY

The likelihood of the occurrence of any particular form of an event; the mathematical basis for analysis of problems and opportunities, including capital budgeting, investing, pricing, and others
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  	PROBATE

The formal establishment and proof of execution of a document as the last will and testament of the deceased; all matters over which probate courts, have jurisdiction.
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  	PROBATE ESTATE

Property passing, by will or by operation of state intestate succession law, from an individual to his or her heirs or other beneficiaries.
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  	PROBLEM SPECIFICATION 

The structuring of the decision situation by the decision maker and his or her perception of a desire for information that will facilitate the choice of an action.
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  	PROCEEDS

The sum that a borrower receives from a bank when a note is discounted; the sum realized from the sale of property; the sum collected upon a check after deduction of exchange or collection charges.
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  	PROCESS 

In law, a writ requiring a person to appear in court; the structured process in legal actions.
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  	PRODUCE EXCHANGES

Spot markets in produce maintained in consumption centers of population.
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  	PRODUCER PRICE INDEX (PPI)

An index that measures the average price change in producer (nonfinal) goods.
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  	PRODUCT DIFFERENTIATION

The pricing strategy differentiating one's product or service from a competitor's.
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  	PRODUCT FINANCING ARRANGEMENTS

Transactions in which a company sells a portion of its inventory to another entity with the intent to reacquire that inventory in the future, used to allow one party to finance the product and still retain control over its ultimate disposition.
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  	PRODUCTION 

The creation or addition of utility; the ability of a good or service to satisfy a want, having four basic types: form, place, time, and possession utility.
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  	PRODUCTION CREDIT ASSOCIATIONS

Local cooperative organizations of farmers and stockmen, originally chartered under the provisions of the Farm Credit Act of 1933, providing discounting services and credit to members.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	PRODUCTION CREDIT CORPORATIONS

Originally established under the Farm Credit Act of 1933, 12 corporations that supervised the operations of the Production Credit Associations, assisted in the organization of these associations, and provided their initial capital, owned by the federal government.
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  	PRODUCTION FUNCTION

A relationship between inputs and outputs, often quantified mathematically.
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  	PRODUCTION INDEX

The total index of industrial production, prepared monthly by the Board of Governors of the Federal Reserve System and probably the most widely used "coinciding measure of conditions."
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  	PRODUCTLIFECYCLE

The stages that a product or service passes through from the time it is introduced to the market to the time it is no longer available.
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  	PROFESSION 

An association of people uniting as a group with common goals and objectives relating to the public interest, including banking, law, accounting, medicine, education, the ministry, and others.
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  	PROFESSIONAL CORPORATION

An organization in which shareholders are members of a profession to carry on professional activities and have limited liability, such as law, medicine, dentistry, and accounting.
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  	PROFITABILITY RATIOS

Earning ratios; financial statement ratios that provide a measure of the profitability of a company, such as net income to sales, earnings per share, price/earnings ratio, dividends yield, and others.
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  	PROFIT

The incentive for using capital goods to produce goods and services; the excess of revenue over expenses, or net income; generally used as an adjective, such as gross profit, net profit, and profit margin.
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  	PROFIT CENTER

A responsibility center where the manager can influence both revenues and expenses for the center.
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  	PROFIT MOTIVE

The basic incentive for businesses to produce goods and services; the engine for the free enterprise system.
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  	PROFIT PLANNING

A process in which an entity's profit and growth objectives are established along with the means of attaining these objectives; budgeting.
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  	PROFIT SENSITIVITY

A standard measure of asset-liability management that represents a measure of predicted changes in profit from a six-month or one-year interest rate increase of 100 basis points.
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  	PROFIT-SHARING PLAN 

Pension or bonus plans funded from current or accumulated profits according to a formula.
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  	PRO FORMA STATEMENTS

Financial statements that reflect contemplated transactions or events.
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  	PROGRAMMING

A series of detailed instructions written for and understood by a particular computer enabling the machine to
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  	perform specified processing steps on specified data to accomplish a specified result.
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  	PROGRAM TRADING

Any computer-aided buying or selling activity in the stock market; any strategy that instantaneously recommends buy or sell orders.
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  	PROHIBITIVE TARIFF 

A tariff high enough to stop all international trade.
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  	PROMISSORY NOTE 

An unconditional promise in writing made by one person to another signed by the maker, engaging to pay on demand or at a fixed or determinable future time a sum certain in money to order or to bearer.
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  	PROMOTERS' STOCK

A special form of stock peculiar to England, sometimes also known as deferred stock or founders' shares, issued with limited and deferred privileges as payment for the services of the promoters who have been instrumental in organizing a corporation.
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  	PROOF

The comparison of the total of a batch of items with another total arrived at by a different person or a different method; when the totals agree, the items are said to prove out or to be in balance.
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  	PROOF AND TRANSIT

The proving of work (proof) and the sending of out-of-town cash items (transit) for collection.
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  	PROOFDEPARTMENT 

A department of a bank that is charged with the duties of sorting, distributing, and proving all transactions arising from the commercial operations of the bank.
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  	PROOF OF DEPOSIT

A control process to ensure that deposited items equal credits.
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  	PROPENSITY

The functional relationship between a given level of income or other variable and consumption, saving, liquidity of other aggregates of economic activity.
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  	PROPERTY

The right to possession, enjoyment, and disposition of all things subject to ownership; the things that are the subject of ownership, broadly classified as real property and personal property.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	PROPERTY AND CASUALTY INSURANCE COMPANIES

Insurance companies that provide a wide range of insurance protection against loss, damage, or destruction of property, or impairment of income-producing ability, claims for damages by third parties because of alleged negligence, and loss resulting from injury or death due to occupational hazards and accidents.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	PROPERTY, PLANT, AND EQUIPMENT

Long-lived, tangible (possessing physical substance) assets that are owned by an enterprise for use in operations and are not held for investment or for resale.
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  	PROPERTY RIGHTS

Enforceable common law and statutory law applicable to an economic good and its use.
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  	PROPERTY RISK

The risk involved in lending money that varies according to the value of the net assets of the borrower.
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  	PROPERTY TAX 

Levies by governmental authorities such as counties, cities, and school districts on real and personal property, with rates usually expressed as a certain number of dollars or cents per $100 of assessed valuation.
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  	PROPORTIONAL TAX 

A tax that takes the same percentage of income from each taxpayer.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	PROPRIETARY

A reference to the legal ownership of property, as a proprietary financial product developed and introduced by investment banks.
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  	PROPRIETORSHIP

A firm owned by one individual called a proprietary in which the owner typically makes the business decisions and earns the profits therefrom.
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  	PRO RATA

Literally, according to the rate; in proportion.
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  	PRORATION

A division of taxes, interest, insurance, and similar charges so that the seller and buyer each pay the portion representing the period of his or her ownership.
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  	PROSPECT

A potential customer; in extractive industries, a new development, such as a mine or a newly drilled well.
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  	PROSPECTUS

A document that describes a new security issue in the form of a circular, letter, notice, or advertisement that offers a security for sale and is filed with the Securities and Exchange Commission as a part of the registration statement.
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  	PROSPERITY

That phase of the trade cycle characterized by business activity, as shown by the volume of trade, bank clearings, rising prices, large profits, low percentage of business failures, high wages, liberal buying, and other phenomenon, usually following periods of recession and recovery.
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  	PROTECTIONISM 

Governmental or political pressure, policy, and/or regulation intended to improve the position of a domestic producer relative to a foreign producer, as opposed to free trade policies.
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  	PROTECTIVEDEVICES 

Defensive equipment and measures adopted to protect depository institutions and others from predators, such as electric signal systems, alarms, bulletproof glass, automatic door-closing devices, time locks, and similar devices.
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  	PROTECTIVE TARIFF

A tariff designed primarily to encourage or protect domestic goods by imposing a high rate on imported goods of a similar nature.
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  	PROTEST

The written certification by a notary public that a negotiable instrument has been
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  	presented for acceptance or payment and has been dishonored (nonaccepted or payment refused), usually executed under the hand and seal of a notary public; an expression of grievance, seeking redress.
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  	PROTEST FEES

Fees paid to the notary public before whom protest of a negotiable instrument is made.
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  	PROTEST FOR NONACCEPTANCE

Protest of a time foreign (out of state) bill of exchange for refusal of the drawee to accept.
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  	PROTOCOL

A set of rules or procedures that define how persons, organizations, computers, and others communicate and interact.
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  	PROVE 

To ascertain the accuracy of an item, list, record, account, cash, and other items; to establish as true or genuine; the act of creating a record, to show by a list or run of items the accuracy of a list or deposit created by another person; the burden of establishing a fact.
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  	PROVISION FOR LOAN LOSSES

An allowance for a loan-losses account.
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  	PROXY

Authority given in writing, legally witnessed, by which a stockholder confers upon another person the power to vote the voting shares of stock at a specified meeting of stockholders or adjournment thereof.
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  	PRUDENCE

A moral virtue relating to the order of right reason applied to doing things.
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  	PRUDENT MAN RULE

A legal concept of prudence, with special application involving estates and trusts.
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  	PSYCHOLOGY

One of the social sciences dealing with the mind, mental states, and processes; the emotional and behavioral patterns of investors and speculators in determining stock prices and market trends.
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  	PUBLIC ACCOUNTANT

A professional accountant or auditor whose services are available for the auditing of books, installation of accounting systems, and preparation of financial statements, tax returns, valuation of businesses, and other functions.
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  	PUBIC ADMINISTRATOR

A party appointed to administer the estates of intestate persons whose heirs cannot be immediately determined or located or who is appointed in lieu of a private administrator.
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  	PUBLIC CREDIT

The credit enjoyed by a national, state, county, municipality, or other governmental entity.
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  	PUBLIC DEBT 

A debt associated with the national debt or a political subdivision thereof.
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  	PUBLIC DEPOSITS

Deposits in banks by the federal government, states, political subdivisions, and municipalities.
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  	PUBLIC DEBT, BUREAU OF

A bureau of the federal government that supports the management of the public debt, prepares Treasury Department circulars offering public debt securities, directs the handling of subscriptions and making of allotments, formulates instructions and regulations pertaining to security issues, and conducts or directs transactions in outstanding securities.
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  	PUBLIC FINANCE

An academic and professional discipline concerned with revenues (taxation), expenditures, and debt management of government, i.e., with all activities of government creating economic benefits or costs, a concept that encompasses not only the field of finance and economics but also the other social sciences; financing activities relating to the public sector, including Treasury finance, agency finance, and municipal finance.
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  	PUBLIC FIRM

A form of investment banking ownership in which the management is accountable to the shareholders.
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  	PUBLIC LOAN 

Obligations issued by a sovereign, whether a federal or state government, for public purposes, and for the public welfare.
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  	PUBLIC OFFERING

Offering of stock to the public.
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  	PUBLIC POLICY

Governmental policies directed toward the public or national interests, frequently addressed by politics, legislation, regulation, and intervention.
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  	PUBLIC REGULATION 

In politics, economics, and business, the intervention of public authority, considered the mean between the evils of monopoly or of unrestrained competition on the one hand and public ownership or other form of socialism on the owner, having the purpose to secure the benefits of private initiative and ownership and at the same time prevent the abuses of monopoly powers and evils of severe competition.
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  	PUBLIC SECTOR

The combined levels of government-federal, state, and local, as contrasted with the private sector of the economy.
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  	PUBLIC SERVICE COMMISSION

State administrative agencies for regulating and supervising public utility corporations.
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  	PUBLIC TRUST 

Arguably the most important asset of the banking system.
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  	PUBLIC TRUSTEE

A government bureau of office exercising trust powers, functioning at times as executor, administrator, and trustee.
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  	PUBLICUTILITYSTOCKS

Preferred and common stocks of public utility companies in the electric light and power, natural gas, manufactured gas, water, telephone, telegraph and other industries.
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  	PUMP PRIMING

Governmental expenditures designed to stimulate general business recovery by injecting government spending into the money stream, usually in the form of public works, allocations to state and local
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  	governments, grants and subsidies, and other means.
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  	PUNITIVEDAMAGES

Legal damages allowed to punish or make an example of a defendant so as to defer others from acting in a like manner.
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  	PURCHASE ACCOUNTING

A method of accounting for a business combination that accounts for the combination as if it were a purchase of an asset, as distinguished from the pooling-of-interest method.
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  	PURCHASE AND ASSUMPTION

A bank's acquisition of assets and assumption of liabilities of another bank.
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  	PURCHASECONTRACT

An offer to purchase that has been accepted by the seller and has become a binding contract.
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  	PURCHASED MORTGAGE SERVICING RIGHTS

Intangible assets that represent the acquired rights to service mortgages owned by others and to receive service fee income.
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  	PURCHASED PAPER

Commercial paper that has been purchased outright, as distinguished from paper that has been discounted.
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  	PURCHASE MONEY BONDS

Bonds secured by purchase money mortgage, a type of mortgage so called because it is executed as part of the consideration and in part payment for property acquired.
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  	PURCHASE MONEY MORTGAGE

A mortgage given by the purchaser to the seller at the time of conveyance of property to the purchaser, designed to secure the unpaid balance of the purchase price.
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  	PURCHASING POWER

Ability to buy, as determined by income in relation to the price level.
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  	PURCHASING POWER RISK

The risk of decline in purchasing power of principal and income from an investment because of a rise in the general price level; also known as the inflation risk.
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  	PURPOSE CREDIT 

s defined by the Board of Governors of the Federal Reserve System, ''credit used for the purpose of buying, carrying, or trading in securities."
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  	PUSH-DOWN ACCOUNTING

 In a business combination, a form of accounting that requires the revaluation of the assets and liabilities of the acquired company on its books based on the price paid for some or all of its shares by the acquiring company.
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  	PUT 

A contract that entitles the holder thereof, at his or her option, to sell to the maker at any time within the life of the contract a specified number of shares of a specific stock, at the price fixed in the contract, which is the opposite of a call.
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  	PYRAMIDING

In stock transactions, the practice of borrowing against unrealized paper profits to make additional purchases; a series of buying or selling operations during an upward or downward trend in the stock market, working on margin with the profits made in the transaction; in finance, the practice of creating a speculative capital structure by means of a series of holding companies or other strategies, whereby a relatively small amount of voting stock in the parent company controls a large corporate system or assets; in real estate transactions, the practice of financing 100 percent or more of the value of the property; a fraudulent scheme involving the use of a small amount of one's own resources to acquire a relatively large amount of the resources from others without an economic foundation to the transaction.
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  	PYROTECHNICS

In speculative circles, the rapid moving of or gyrations in the price of a stock up or down over a wide range as a result of manipulation.
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  	Q
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  	Q-RATIO 

The ratio of market value to replacement cost of assets, interpreted to mean that when the I -ratio is less than one, it is cheaper to buy capacity by acquiring a going firm than it is to build capacity by purchasing real assets.
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  	QTIP TRUST

Qualified terminal interest property trust that allows assets to be transferred between spouses and provides the grantor the unlimited marital deduction in the event the spouse dies first.
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  	QUALIFIED EMPLOYER PLANS

Employer sponsored deferred compensation plans described in Section 421 of the Internal Revenue Code in which the employer (sponsor) makes periodic deductible payments to a trust that is beyond the control of the employer and from which the sponsor's employees receive benefits from the fund's assets.
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  	QUALIFIED OPINION

In the auditing of a firm's accounts by an independent accountant, a report or opinion stating specific exceptions made by the accountant as the result of an audit.
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  	QUALIFIED STOCK OPTION

A stock option available to certain executives and employees of a company as a part of a compensation or bonus plan that defers the taxability of the option to the executive or employee and allows a deduction to the company on its income tax return, provided conditions imposed by the Internal Revenue Service are met.
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  	QUALIFIED TERMINABLE INTEREST PROPERTY (QTIP)

A trust that meets the following federal estate-tax requirements: the surviving spouse must receive at least annually, all the income from the marital deduction property for life; the surviving spouse must have the right to require that the property be invested in income-producing assets; no person can have the power to give any part of the marital deduction property to anyone other than the surviving spouse.
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  	QUALIFIED TRUST 

A trust that qualified under the Internal Revenue Code for the exclusive benefit of employees or their beneficiaries so as to enable the payments made by the employer to the plan to trust to the deductions and income tax or both; and a present interest, commencing with the trust's creation, or a future interest, commencing when a specified event occurs, or both.
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  	QUALITATIVE CHARACTERISTICS OF ACCOUNTING INFORMATION

As contained in a document by the Financial Accounting Standards Board, the characteristics that make accounting information useful: lack of bias, comparability, completeness, conservatism, consistency, feedback value, materiality, neutrality, predictive value, relevance, reliability, representational faithfulness, timeliness, understandability, verifiability.
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  	QUALITY CIRCLES

Small groups of workers who meet periodically to consider work related problems and opportunities, including quality of work, costs, evaluations, and other work-related matters.
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  	QUALITY CONTROL

Adherence to standards or requirements for goods and services produced or received; an effective system for integrating the quality development, quality maintenance, and quality improvement efforts of the various groups in an organization so as to enable production and service at the most economical level that allows for full customer satisfaction.
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  	QUANTITATIVE METHODS

A rational approach to quantitative decision making involving the establishment of well-defined objectives, selecting a mathematical or logical model, and arranging an optimization process, such as linear programming, queuing models, and others.
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  	QUANTITY DISCOUNT

A purchase discount that provides a lower price per item the larger the quantity purchased.
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  	QUANTITYTHEORYOFMONEY

The theory that prices (and therefore the value of money) vary, other things being equal, with the quantity of money in circulation.
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  	QUARTER

The U.S. quarter dollar; a unit of measure, used chiefly in connection with grains consisting of eight bushels; an expression for quarter-year, or three months, often used in connection with interim financial statements and dividend payments.
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  	QUARTER EAGLE

A formerly coined U.S. gold coin with a denomination of $2.50, onefourth of the full denomination of the eagle ($10).
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  	QUASI 

In the nature of; nearly, resembling, as
	

	

	















 

  	
  	
  	
  



	




	Page 190

	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	quasi-reorganization, quasi contract, quasi judicial.
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  	QUASI-CONTRACT

A contract imposed by law in the absence of a contract to prevent an abuse or unjust enrichment.
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  	QUASI-JUDICIAL

Having characteristics of a judicial act but performed by an administrative agency or official.
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  	QUASI-REORGANIZATION 

A procedures used by a company in financial difficulty to reorganize its capital and debt structure outside of the formal judicial system of reorganization, having the objective of providing a fresh-start to the company.
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  	QUESTUI QUE TRUST 

The beneficiary of the trust or in whose favor a trust operates.
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  	QUICK ASSETS 

All those assets that in the ordinary course of business will be converted into cash or quickly realized upon without appreciable sacrifice; cash, accounts receivable, and short-term current assets.
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  	QUICK RATIO

A financial ratio used to assess the ability of a company to meet its short term debts computed by dividing quick assets (cash, receivables, and marketable securities) and dividing the total by current liabilities; the acid-test ratio.
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  	QUID PRO QUO

Latin for "something for something," a phrase now associated with sexual harassment.
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  	QUIET TITLE

A court action brought to establish title and to remove a cloud on the title.
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  	QUIT-CLAIM DEED

A form of deed in which the grantor releases to the grantee any and all title or interest that the grantor has in the described property, and contains no warranty or covenants of title.
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  	QUOTA

A quantitative restriction on trade; quantitative import controls and restrictions; allowable immigration annually for specified nationalities; prescribed contributions or remittances.
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  	QUOTATIONS

Prices at which securities, commodities, and other property for which there is a large and ready market are being currently bid or offered.
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  	QUOTATION TICKER 

The tickers of the various stock exchanges that carry prices of actual transactions.
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  	QUOTE 

A bid price and an ask price providing an indication of the current price of a security.
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  	R
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  	RACIAL DISCRIMINATION

The practive of making an unjustied differentiation based upon race; illegal practice under the Federal Fair Housing Act of 1968 by which patterns of racial segregation are preserved and encouraged by steering members of racial and ethnic groups to buildings occupied primarily by members of their own racial or ethnic group.
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  	RACKETEER INFLUENCED AND CORRUPT ORIGINATIONS ACT(RICO) 

Federal legislation providing for harsh penalties, including seizure of assets and profits earned through illicit activities. Originally intended as a tool for fighting organized crime but later used for other purposes, including white collar crimes such as futures trading fraud and insider trading. In Russellov. U.S. (1983), the Supreme Court stated that the primary purpose of RICO was to strike at the "source of economic power" of organized crime and racketeers.
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  	RAIDER

An individual who makes it a practice to take control of attractive target companies by whatever means are available for the purpose of extracting as much cash and other resources as can be arranged.
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  	RAILROAD INDUSTRY

One of the oldest basic industries in the United States associated with transportation. It has undergone the full cycle of promotion, development, growth, and maturity since the first railroad in the United States, the Baltimore & Ohio, was opened in 1829.
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  	RAISED BILLS

Paper money the denominations of which have been fraudulently raised, e.g., to cut off the figures on the corners of a large-denomination bill and paste them over the figures on the corners of a smaller-denomination bill.
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  	RAISED CHECK

A check on which the amount has been fraudulently increased.
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  	RANDOM SAMPLE

Every item and every group of items has the same probability of being in the sample.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	RANDOM WALK

A theory that the price fluctuations of stocks are random, meaning that their movements from one time period to the next are unpredictable; the path of stock prices is random; a model of the behavior of market prices of common stock over time, first presented in 1900 by Louis Bachelier in a doctoral dissertation, and resurfaced in the late 1950s by various researchers.
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  	RANGE

The absolute value of the difference between the smallest and the largest amounts.
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  	RANK CORRELATION

A statistical method used to analyze a relationship using ranks rather than actual observations.
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  	RAP

Regulatory accounting principles.
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  	RAPID PAYOFF MORTGAGE

Growing equity mortgage.
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  	RATE BASE 

The valuation placed upon property in use for the purpose of authorizing an overall fair return on such property investments in the absence of franchise restrictions, as used in public utility regulation.
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  	RATE CAP 

A limit on the amount the interest rate may change that limits the borrower's risk in an adjustable-rate loan or mortgage.
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  	RATE OF EXCHANGE

The market or commercial price at which a foreign currency is quoted; the price of the money of one country quoted in the money of another; that rate expressed in terms of the local currency with bills of exchange drawn on a foreign currency and payable at a foreign point, command.
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  	RATE OF RETURN ON SECURITIES

The rate of return involving the computation of the present values of future cash flows the security is expected to pay, the basis frequently used when evaluating and selecting an investment
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  	RATING

Grade; classification, such as a credit rating denoting the ability and disposition of various businesses to meet their financial obligations, as illustrated here for long-term debt ratings:
	

	

	



		
  	
  	

	

	
  	S&P
	

	

	


		
  	
  	

	

	
  	Moody's 
	

	

	


		
  	
  	

	

	
  	Fitch
	

	

	


		
  	
  	

	

	
  	Description of Ratings
	

	

	



		
  	
  	

	

	
  	AAA
	

	

	


		
  	
  	

	

	
  	Aaa
	

	

	


		
  	
  	

	

	
  	AAA
	

	

	


		
  	
  	

	

	
  	Highest credit quality.
	

	

	



		
  	
  	

	

	
  	AA
	

	

	


		
  	
  	

	

	
  	Aa
	

	

	


		
  	
  	

	

	
  	AA
	

	

	


		
  	
  	

	

	
  	High credit quality.
	

	

	



		
  	
  	

	

	
  	A
	

	

	


		
  	
  	

	

	
  	A
	

	

	


		
  	
  	

	

	
  	A
	

	

	


		
  	
  	

	

	
  	Average but adequate.
	

	

	



		
  	
  	

	

	
  	BBB
	

	

	


		
  	
  	

	

	
  	Baa
	

	

	


		
  	
  	

	

	
  	BBB
	

	

	


		
  	
  	

	

	
  	Below average but considered sufficient for prudent investment.
	

	

	



		
  	
  	

	

	
  	BB
	

	

	


		
  	
  	

	

	
  	Ba 
	

	

	


		
  	
  	

	

	
  	BB
	

	

	


		
  	
  	

	

	
  	Below investment grade but considered likely to meet obligations.
	

	

	



		
  	
  	

	

	
  	B 
	

	

	


		
  	
  	

	

	
  	B
	

	

	


		
  	
  	

	

	
  	B 
	

	

	


		
  	
  	

	

	
  	Below investment grade but obligations may not be met when due.
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  	CCC
	

	

	


		
  	
  	

	

	
  	Caa
	

	

	


		
  	
  	

	

	
  	CCC
	

	

	


		
  	
  	

	

	
  	Well below investment
	

	

	



				
  	
  	

	

	
  	grade.
	

	

	


	
		
  	
  	

	

	
  	CC
	

	

	


		
  	
  	

	

	
  	Ca
	

	

	


		
  	
  	

	

	
  	CC
	

	

	


	
		
  	
  	

	

	
  	C
	

	

	


		
  	
  	

	

	
  	C
	

	

	


		
  	
  	

	

	
  	C
	

	

	


	
		
  	
  	

	

	
  	D
	

	

	


			
  	
  	

	

	
  	DDD 
	

	

	


		
  	
  	

	

	
  	Defaulted debt obligations.
	

	

	



				
  	
  	

	

	
  	DD
	

	

	


	
				
  	
  	

	

	
  	D
	

	

	


	
		
  	
  	

	

	
  	+ 
	

	

	


		
  	
  	

	

	
  	1
	

	

	


		
  	
  	

	

	
  	+
	

	

	


		
  	
  	

	

	
  	Additional symbols
	

	

	



					
  	
  	

	

	
  	representing gradation
	

	

	



			
  	
  	

	

	
  	2
	

	

	


		
		
  	
  	

	

	
  	-
	

	

	


		
  	
  	

	

	
  	3
	

	

	


		
  	
  	

	

	
  	-
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  	RATIO 

An expression of a meaningful mathematical relationship between one quantity and another, such as the ratio of 400 to 200 is 2:1, often used to reveal financial and economic conditions and trends, including ratios related to short-term liquidity, capital structure, long-term solvency, earnings, and profitability.
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  	RATIO ANALYSIS

The process of assessing the financial condition and performance of a company using financial statements to develop significant ratios that provide a measure of liquidity, solvency, performance, and financial structure; an asset-liability management method that divides rate-sensitive assets by rate-sensitive liabilities.
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  	RATIONALIZATION

The British term for restructuring; a statement of causes or motives; to ascribe one's motives or actions to causes that seem valid but actually are not true.
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  	RATION BANKING

Terminated in 1947, the Ration Banking Program announced in the Federal Reserve Bulletin, was developed by the Office of Price Administration with the cooperation of federal and state bank supervisory authorities, which provided ration stamps, coupons, certificates, tokens, and other ration evidences taken in by storekeepers, wholesales, and other sellers of rationed commodities in the course of business from their customers and deposited with participating banks to the credit of the ration accounts of the depositors. Ration bank accounts were kept in units of measure instead of units of value, the ration depositor being able to draw ration checks on the ration account in favor of suppliers of goods.
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  	RATIO OF CURRENT ASSETS TO CURRENT LIABILITIES

The current ratio and a major measure of liquidity.
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  	READJUSTMENT

A proceeding similar to a reorganization, except that it is done voluntarily by the security holders under company jurisdiction without resort to the courts; that phase of a business cycle following a crisis, or panic and emergency liquidation, in which normal equilibrium between demand and supply is in the process of being restored.
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  	REAGANOMICS

A term used to describe President Reagan's economic program with its mixture of slow monetary growth, federal spending cuts, and federal tax cuts.
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  	REAL ACCOUNT 

A permanent account-asset, liability, and stockholders' equity-that is not closed at the end of the accounting period.
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  	REAL ESTATE

Real property, including the land, structures, and other improvements that are permanently attached.
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  	REAL ESTATE BONDS

Bonds secured by mortgages or trust conveyances of real estate; a series of bonds issued in convenient denominations with a mortgage on real estate as security.
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  	REAL ESTATE COMMISSIONER

A state agency charged with the responsibility of administering and enforcing the real estate license law.
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  	REAL ESTATE INVESTMENT TRUSTS (REIT)

A business trust or corporation that operates by acquiring or financing real estate projects, available at brokers, banks, and financial planners, a trust established for the benefit of a group of investors that is managed by a trustee's who hold title to the assets for the trust and control its acquisitions and investments, at least 75 percent of which are real estate holdings and on which no federal income tax is paid by the trust if certain conditions are met.
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  	REAL ESTATE LENDING AND COMMUNITY DEVELOPMENT PROVISIONS OF THE HOUSINGADMINISTRATION

The 1992 housing and community development authorization legislation that (1) creates a community investment corporation demonstration program that may allow depository institutions holding companies and their banks and thrift subsidiaries to invest directly in real estate and other community revitalization project, (2) increases the FHA single-family lending limits to 95 percent of the median price in the area or 75 percent of the Freddie Mac limit, whichever is less, with higher limits on multi-family residences, and (3) required HUD to contract with private organizations to test for housing discrimination, including that by lenders.
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  	REAL ESTATE LOANS

Loans that are secured by mortgages, deeds of trust, land contracts, or other liens on real estate, usually payable in installments.
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  	REAL ESTATE MORTGAGE INVESTMENT CONDUIT (REMIC)

A tax-related structure for issuers of mortgage-backed securities that allows such issuers to choose the REMIC tax vehicle through which to transfer payments by mortgagors to investors. Under the REMIC structure, claims to a pool
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  	of mortgages or mortgage-backed securities can be sold to investors.
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  	REAL ESTATE SETTLEMENT PROCEDURES ACT 

An act that requires disclosure of information about the services and costs involved at settlement, when real property is transferred from seller to buyer.
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  	REAL ESTATE TRANSACTIONS

Transactions in real estate sometimes divided into two broad categories: retail land sales and other real estate sales.
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  	REAL INTEREST RATE

Interest rate after inflation expectations are netted from a nominal interest rate.
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  	REALIZATION

The process of converting non-cash resources and rights into money; a reference to the sales of assets for cash or claims to cash.
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  	REALIZATION VALUE

The price at which an asset is actually sold, as distinguished from its book, cost, or inventory value.
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  	REALIZED 

That point where revenue is earned and an exchange has taken place, representing the revenue realization principle of accounting.
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  	REAL MONEY

Metallic money; money made of a commodity, as distinguished from money equivalents such as checks, drafts, promissory notes, and money orders.
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  	REAL PROPERTY

In law, land, that which is erected upon or growing upon or affixed to land, and rights issuing out of land; land, tenements, and hereditaments.
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  	REAL RATE 

Nominal rate adjusted to remove the effect of a changing price level.
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  	REAL TIME

The actual time elapsed in the performance of a task; the processing of transactions as they occur and which can be changed by the user.
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  	REALTOR 

A word owned by the National Association of Realtors used to designate a member of that professional trade association.
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  	REALTY

Real estate; real property.
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  	REASONABLE DOUBT

Criteria used to reach a judgment in a criminal case.
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  	REBATE 

A deduction, drawback or allowance extended if a borrower, for example, pays interest in advance on a six months' note and then, by consent of the lender, pays off the debt one month before maturity.
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  	RECAPITALIZATION

Any voluntary changes in respect to the capitalization of a business corporation, effected by the corporation by consent of the holders of the respective types of securities without resort to the jurisdiction of the courts, as contrasted with a judicial reorganization.
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  	RECEIPT 

An evidence of payment; a written acknowledgment given by one who receives money or other property to one who pays money or delivers property.
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  	RECEIVABLES 

A claim against others for the future receipt of money, goods, or services, including accounts receivables, installment sales receivables, notes receivables, receivables from officers or employees, dividends receivables, and others; a current or longterm asset.
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  	RECEIVER

A person appointed by a court to take custody of the property of a debtor and to preserve the business for the benefit of creditors under supervision of the court and whose duties are custodial in nature.
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  	RECEIVERSHIP

The legal status of a debtor placed in either an equity or statutory proceedings as an insolvent under which the debtor is placed is the jurisdiction of the court and the management loses control.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	RECEIVING BANK

A bank that receives deposits, cash letters, or other data from customers or other banks.
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  	RECEIVING TELLER

The teller whose function it is to receive deposits of cash items from customers over the window or counter.
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  	RECESSION

A downturn in economic activity.
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  	RECIPOCITY

Mutual relationship or exchange.
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  	RECIPROCAL BALANCES 

Balances that arise when two depository institutions maintain deposit accounts with each other, e.g., "due to" and "due from" balances on their respective books.
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  	RECOGNITION

The process of formally including an item into the financial statements of an entity, such as an asset, liability, revenue, or expense, entered in both words and numbers that meets four criteria: the item must meet the definition of an element of financial statements, mensurability, relevance, and reliability.
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  	RECOINAGE 

The melting and manufacturing into new coins of abraded, mutilated, and short weight coins.
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  	RECONCILIATION

The process of reconciling two different balances and in the process accounting for or explaining the difference, as in reconciling a bank statement.
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  	RECONCILEMENTOFACCOUNTS

The verification by a bank of its accounts with depositors.
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  	RECONSTRUCTION

A reorganization.
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  	RECONSTRUCTION FINANCE CORPORATION

A now terminated, 1932 federally authorized corporation that served as the federal domestic lending, financing, and credit agency to provide aid on an emergency basis to stop deflation in agriculture and industry, and increase employment. It subsequently developed into a financier of domestic recovery and later of war projects during World War II.
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  	RECORD 

To set down in writing so as to pre-
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  	serve evidence or a trail; a document representing an authentic or faithful accounting.
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  	RECORDING 

The placing of a copy of documents affecting title to real estate in the proper books in the office of the Register of Deeds so that a public record will be made of it, including certain mortgages, deeds, easements, and other documents.
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  	RECOURSE

A legal term indicating that the purchaser of a financial asset from an original creditor has a claim on the original creditor in case the debtor defaults, the term frequently found in the law of negotiable instruments.
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  	RECOURSE LOAN

A loan for which an endorser or grantor is liable for payment in event of default by the borrower.
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  	RECOVERY

Whenever a bank collects a note, or a part payment thereon, that has been previously written off as a loss and charged to reserves or undivided profit; an advance in prices following a previous decline; roughly equivalent to business revival or recuperation, indicating a period of business betterment following a period of liquidation and depression; the recovery phase of a business cycle.
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  	REDEEMABLE

A feature in a preferred stock or bond providing for the optional retirement before the obligatory maturity.
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  	REDEEMABLE BONDS

Callable bonds.
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  	REDEMPTION

The act of redeeming a debt; payment of a debt; retirement of an issue of bonds or notes; the cancellation of a debt, whether on a date prior to maturity or upon the date of obligatory maturity, sometimes the result of the application of the call feature.
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  	REDEMPTION AGENT

Any agent designated to perform the function of redeeming debts, debt securities, or currency.
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  	REDEMPTION BONDS

Refunding bonds; bonds supplanting maturing issues.
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  	REDEMPTIONCHECK

A special form of check issued by banks belonging to a clearinghouse associated in payment of items that have passed through the clearinghouse but that are not acceptable by the drawee bank because of technical irregularities or invalidities, and therefore are returned, payable only to members of the clearinghouse association, which are not negotiable, and are payable only through such clearinghouse association.
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  	REDISCOUNT 

The discounting of a negotiable debt instrument, such as a banker's acceptance and commercial paper, that has already been discounted with a bank.
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  	REDISCOUNT RATE

The rate of discount charged by Federal Reserve banks for rediscounting commercial, industrial, or agricultural eligible paper or other paper.
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  	REDLINING

The practice of refusing to grant loans in certain neighborhoods regardless of the quality of the structure or the ability of the borrower to repay, representing a form of discrimination.
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  	REDRAFT

A bill of exchange drawn by a holder of a dishonored bill upon either the drawer or an endorser, for the amount of the original bill plus the protest fees; a "cross bill."
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  	REFINANCE

To pay off an existing loan with a new loan, extending the maturity date, increasing the amount of an existing debt; retiring existing bonds with new securities, or revising the debt payment schedule.
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  	REFLATION

The employment of the monetary powers of the government to stop deflation and to induce the opposite course, i.e., inflation, in sufficient measure to counteract the preceding deflation.
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  	REFUND ANTICIPATION LOAN 

A loan contract between the taxpayer and a financial institution with the preparer acting as broker, the income tax refund being collateral for the loan and used to repay the loan through direct deposit.
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  	REFUNDING

The process of refinancing a debt that cannot conveniently be paid when due.
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  	REFUNDING BONDS

Bonds issued for the purpose of providing funds to retire bonds previously issued, either to effect a reduction in interest rate or to replace bonds about to mature.
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  	REFUNDING FIRST MORTGAGE BOND

A refunding bond secured by a first mortgage having the same security as the issue whose place it takes.
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  	REFUNDING RECEIVER'S CERTIFICATES

Receiver's certificates issued to provide funds to pay off maturing receiver's certificates.
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  	REGIONAL BANK 

Each of the 12 Federal Reserve banks that serve a single, clearly defined Federal Reserve district; a large commercial bank serving a particular geographical region of the United States; U.S. banks that control larger amounts of assets, have a large deposit base in two or more states, as distinguished from money center banks, of which there were approximately 50 in 1993.
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  	REGIONALCHECKPROCESSINGCENTERS

Check processing centers operated by the Federal Reserve banks to expedite check collection and serving each of the 12 Federal Reserve districts.
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  	REGIONAL STOCK EXCHANGES

National securities exchanges outside of New York City, including those at Boston, Cincinnati, Salt Lake City, the Midwest, Pacific, Philadelphia, and Spokane.
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  	REGISTERABLE AS TO PRINCIPAL ONLY

When the principal and not the coupons of a
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  	bond may be registered in the name of the owner, the bond is said to be "registerable as to principal only."
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  	REGISTER CHECK SERVICE

A copyrighted checking service offered to banks as more profitable, simpler to operate, and more popular with customers than money orders or other forms of streamlined checking services.
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  	REGISTERED BOND

Bonds registered both as to principal and interest as well as those registered as to principal only on which the name of the owner of the bond is written on its face making it negotiable only by endorsement and transfer on the books of the issuing organization.
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  	REGISTERED CHECK 

A check issued by a bank for a customer who places funds in a special register.
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  	REGISTERED COUPON BOND 

A coupon bond that is registered as to principal only having coupons attached to the bond that are negotiable by delivery and are payable to bearer.
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  	REGISTERED REPRESENTATIVES

Account executives, customers' brokers, and other personnel in brokerage offices who have contact with and service the public (who are analogous to sales people in investment houses) are required to be registered by the New York Stock Exchange.
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  	REGISTERED SECURITIES EXCHANGE

Securities exchanges registered with the Securities and Exchange Commission, effective October 1, 1934.
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  	REGISTERED STOCK

Stock that cannot be transferred without placing of the signature of the owner upon the books of the issuing corporation and delivery of the certificate, as applied to the stock of U.S. corporations.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	REGISTRAR

A corporate agent appointed to perform the function of authenticating issues of stocks and bonds, and thus to prevent over issue of spurious bonds or stocks.
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  	REGISTRATION OF MORTGAGES

A requirement of state law that requires the registration of every mortgage and assignment of a mortgage shall be recorded or registered in the office of the proper recording officer of the county in which the real property described in the mortgage is located having the objective of preserving the evidence of real estate conveyances and to afford protection to purchasers in good faith and without notice from those claiming title to land.
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  	REGISTRATION STATEMENT

A form used under the Securities Act of 1933 requiring disclosures referring to the entire process of registering stock issues, at least from the time an issuer reaches an understanding with the broker-dealer who is to act as managing underwriter in a public offering of a nonexempt security, prior to filing of a registration statement, and the period during which dealers must deliver a prospectus containing the information specified under the act, including among other data, the issuer's financial condition, business property, management, and specific information about the offering including the manner of the offering and the intended use of the proceeds received.
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  	REGRESSION ANALYSIS 

A statistical procedure for estimating mathematically the average relationship between a dependent variable and an independent variable(s). Correlation analysis provides a description of the strength of such relationships.
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  	REGRESSIVE TAX 

A tax that takes a smaller percentage from higher-income individuals than from lower-income individuals.
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  	REGULAR DIVIDEND

A dividend on stock established on a periodic basis.
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  	REGULAR LOT

The standard unit of trade on a stock or commodity exchange; the full or board lot.
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  	REGULAR WAY

The customary method of trading on securities markets.
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  	REGULATED INDUSTRIES

Industries that provide essential services or products to the general public and forwhich regulatory agencies have been established by governmental authorities, such as public utilities, railroads, insurance companies, airlines, banking, and others.
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  	REGULATION 

A The Federal Reserve Board regulation that governs discount and borrowing privileges of depository institutions.
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  	REGULATION B

The Federal Reserve Board regulation that prohibits discrimination in any credit transaction based on age, race, color, religion, national origin, sex, marital status, or receipt of income from public assistance programs.
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  	REGULATION C

The Federal Reserve Board regulation that requires banks to disclose mortgage lending information to verify that the housing credit needs of their communities are being met.
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  	REGULATION D

The Federal Reserve Board regulation that defines term deposit, specifies the amount of reserves that must be maintained against transaction accounts, establishes the method for computing reserve requirements and imposes penalties for reserve deficiencies.
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  	REGULATION E

The Federal Reserve Board regulation that establishes the rights, liabilities, and responsibilities of parities in electronic fund transfers and protects consumers using the systems.
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  	REGULATION F 

The Federal Reserve Board
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  	regulation that requires state-chartered banks with more than 500 stockholders and serve $1 million in assets or whose securities are registered on a national securities exchange to periodically file financial statements.
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  	REGULATION G 

The Federal Reserve Board regulation that regulates margin credit extended by parties other than banks, brokers, and dealers.
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  	REGULATION H

The Federal Reserve Board regulation that defines the eligibility requirements of a state bank that wishes to become a member of the Federal Reserve System.
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  	REGULATION I

The Federal Reserve Board regulation that requires each bank joining the Federal Reserve System to subscribe to the stock of the District Reserve Bank in an amount equal to 6 percent of the member bank's capital and surplus.
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  	REGULATION J 

The Federal Reserve Board regulation that establishes procedures, duties, and responsibilities among Federal Revere banks, the senders and payors of the checks and other cash and noncash items, and the originators and recipients of transfers of funds.
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  	REGULATION K

The Federal Reserve Board regulation that governs the international banking activities of domestic banks and the domestic banking activities of foreign banks.
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  	REGULATION L

The Federal Reserve Board regulation that tries to ensure competition in the banking industry by restricting the interlocking relationships that a management official may have with other depository organizations.
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  	REGULATION M 

The Federal Reserve Board regulation that implements the consumer leasing provisions of the Truth in Lending Act.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	REGULATION N

The Federal Reserve Board regulation that gives the Board of Governors the responsibility for approving in advance any negotiations or agreements by Federal Reserve banks with foreign banks, bankers, or governments.
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  	REGULATION O

The Federal Reserve Board regulation that prohibits member banks from extending credit to their own executive officers and prohibits insured banks that maintain correspondent accounts with each other from extending credit to one another's executive officers and principal shareholders, together with the member of these individuals whose extensions of credit from the bank are 5 percent or more of the bank's equity or $500,000, whichever is less.
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  	REGULATION P 

The Federal Reserve Board regulation that sets minimum standards for security devices and procedures state member banks must establish to discourage robberies, burglaries, and larcenies and to assist in identifying and apprehending persons who commit such acts; a 1991 revision allows greater flexibility when choosing security equipment, allowing banks to focus on improving security systems, rather than on complying with rules that lag behind technological change.
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  	REGULATION Q

The Federal Reserve Bank regulation that governs the payment of interest on deposits held by banks that are members of the Federal Reserve System as well as U.S. branches and offices of foreign banks.
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  	REGULATION R

The Federal Reserve Board regulation that aims at avoiding any potential conflict of interest, collusion, or undue influence on member bank investment policies or investment advice to customers due to interlocking relationships between the personnel of securities dealers and member banks.
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  	REGULATION S

The Federal Reserve Board regulation that prescribes the rates and conditions for reimbursement of necessary costs directly incurred by financial institutions in providing customer's financial records to government authorities.
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  	REGULATION T

The Federal Reserve Board regulation that governs credit extensions made in the course of business by securities brokers and dealers, including all members of national securities exchanges.
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  	REGULATION U

The Federal Reserve Board regulation that also governs margin credit issued by banks for the purchasing or carrying of securities on margin if the credit is secured directly or indirectly by stock.
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  	REGULATION V 

The Federal Reserve Board regulation that facilitates and expedites the financing of contractors, subcontractors, and others involved in national defense work.
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  	REGULATION W

The Federal Reserve Board regulation that prescribes minimum down payments, maximum maturities, and other terms applicable to extensions of consumer credit during World War II (revoked).
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  	REGULATION X 

The Federal Reserve Board regulation that extends the provisions of Regulations G, T, and U to certain borrowers and to certain types of credit extensions not specifically covered by those regulations.
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  	REGULATION Y

The Federal Reserve Board regulation that relates to bank and nonbank expansion of bank holding companies and to the divestiture of impermissible nonbank interests
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  	REGULATION Z

The Federal Reserve Board regulation that prescribes uniform methods of computing the cost of credit, disclosure of credit terms, and procedures for resolving errors on certain credit accounts.
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  	REGULATION AA 

The Federal Reserve Board regulation that provides for the investigation of alleged violation of law or regulations associated with consumer complaints, given the proper filing of a complaint.
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  	REGULATION BB

The Federal Reserve Board regulation that provides for written evaluations of an institution's record of meeting the credit needs of the community it serves and to require that those evaluations include findings and conclusions for each of the assessment factors specified for measuring Community Reinvestment Act performance.
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  	REGULATION CC 

The Federal Reserve Board regulation that allows institutions to apply safeguard exception holds to government, certified, and cashier's checks that normally must be available for withdrawal the next day and, under certain circumstances, gives a one-time notice of an exception hold to business customers.
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  	REGULATION DD

The Federal Reserve Board regulation that implements the Truth in Saving Act and establishes new standards for advertising deposit products and issuing initial disclosures and periodic statements.
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  	REGULATION S-K

A comprehensive set of Securities and Exchange Commission's integrated disclosure rules outlining the requirements for nonfinancial statement date to be included in 1933 and 1934 securities laws filings.
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  	REGULATION S-X A

major regulation of the Securities and Exchange Commission that contains the principal guidelines for the accounting and reporting regulation of companies that come under its jurisdiction, specifying the form and contents of financial statements, their notes, and schedules that are filed as part of registration statements.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	REGULATORY AGENCIES

Governmental bodies who are responsible for supervising and regulating businesses, including commercial banks and nonbank depository institutions. The regulatory and supervisory structure for depository institutions is shown here. 
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  	REGULATORY CAPITAL

The definition detailed by the appropriate supervisory agency for a financial institutions, depending on its charter, which details types and purposes of capital and outlines the minimum regulatory requirements.
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  	REHYPOTHECATE 

To re-pledge; to pledge collateral a second time.
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  	REICHBANK

The central bank of Germany and the dominant financial institution in the country, operating both as a bankers' bank and banker for the public through its large system of countrywide branches until operations ceased following the defeat of Germany in World War II.
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  	REIMBURSEMENT DRAFT

A draft remitted by a foreign bank in payment of items (bills of exchange, checks, postal orders, etc.) forwarded to it for collection.
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  	REINVESTMENT

Buying additional securities with the interest and dividends on present holdings, or new securities with the proceeds of sale or funds realized upon maturity of old ones.
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  	REINVESTMENT PRIVILEGE 

An option available to mutual fund shareholders in which fund dividends and capital gains distributions are automatically turned back into the fund to purchase new shares and increase holdings, also available for the reinvestment of dividends in the stock of a company.
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  	REINVESTMENT RISK

The chance that interest rates will fall, so that cash flows from the original instrument can only be reinvested at a lower rate than they have been earning.
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  	REJECT

An item not completely read by a reader/ sorter because of its physical condition, including an illegible MICR line, staples, folds, or tears.
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  	RELATED PARTY TRANSACTIONS

Closely connected parties, including affiliates, principal owners and close kin, management and close kin, parent companies and subsidiaries, equity method investors and investees, trusts for the benefit of employees, such as pension or profit-sharing trusts managed by or under the trusteeship of management, or any other party that can significantly influence the management or operating policies of the reporting enterprise, to the extent that it may be prevented from operating in its own best interest. Other parties could include an officer or director of a corporation, a stockholder, and a partner or joint
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  	venturer in partnerships or ventures.
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  	RELATIONSHIP BANKING

A reference to bankers who maintain and pursue active relationships with bank customers to ensure those customers' needs are met; a mutually recognized, cognizant commitment by customers and their bank to do business with each other over an extended period of time.
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  	RELEASE

The relinquishment, renunciation, or discharge of any right, claim, legal action, or privilege, either expressly implied, or by operation of law, as when a mortgage is discharged by satisfaction, by payment, by tender of payment, by merger of the mortgage interest and the legal title to the mortgaged property in one person at the same time, by extinguishment where the owners of the property acquires the mortgage, and by lapse of time.
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  	RELEVANCE

A quality of information that enables it to make a difference in a decision; a legal concept referring to the applicability of evidence or testimony.
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  	RELEVANTCOST 

An expected future cost and a cost that represents a difference in costs among alternatives.
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  	RELIABILITY 

A quality that requires information to be reasonably free from error and bias and to represent faithfully what it purports to represent; the chance that a confidence interval will contain the true value being estimated.
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  	REMAINDER 

A future estate, interest in property that will become an estate, interest in possession upon the termination of the prior estate, or interest created at the same time and by the same instrument.
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  	REMAINDER BENEFICIARY

The beneficiary of a trust who is entitled to the principal outright after the interest of a prior beneficiary has been terminated.
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  	REMAINDERINTEREST 

A beneficiary's right to trust corpus at the termination of the trust.
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  	REMAINDERMAN 

The person who receives the remainder of an estate after the termination of a prior interest set up in the estate by the terms of the creation thereof by the testator or settlor.
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  	REMAINING MORTGAGE BALANCE TABLE 

A mathematical table that enables a person to compute the remaining mortgage balance at a given time using the interest rate and its amortization period, the age of the loan, and the original term in years.
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  	REMARGINING

 Placing additional margin against a loan collateralized by securities that have declined in value.
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  	REMEDY

Legal redress, so as to make right what is wrong.
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  	REMITTANCE

Any form of payment in cash or its equivalent, in satisfaction of a debt, which is forwarded from one point to another; in banking practice, the forwarding for credit of deposits (checks, cash, money orders, matured coupons, etc.) by customers through the mails; a check from a bank in payment of the proceeds of checks previously sent to it for collection.
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  	REMONETIZATION 

The endowment of a metal with the power to act as a monetary standard, i.e., permitting its coinage without limit as to quantity and giving the coin manufactured from it full legal tender powers, after such coin has once been deprived of this power by reason of being degraded to the rank of token money.
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  	REMOTE SERVICE UNIT

A point-of-sale terminal or an automated teller machine located at a spot other than the bank building.
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  	RENGEOTIATED-RATE LOANS

Loans whose interest rates or repayment terms have been revised as a result of credit deterioration.
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  	RENEW 

To extend the maturity of a note or obligation.
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  	RENEWAL 

A situation that arises when a bank extends a loan by permitting a borrower to substitute a new note fora maturing note, the new note is referred to as a renewal and in the legal sense constitutes a novation if the old note is surrendered.
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  	RENEWAL BONDS

Bonds issued to extend a maturing issue.
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  	RENEWAL RATE

In the money market, the current rate for renewals of the notes with specific maturity dates that govern collateral loans.
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  	REORGANIZATION

The judicial financial readjustment of a corporation under procedures prescribed by federal or state statues, as compared with voluntary readjustment, as prescribed under the National Bankruptcy Act of 1979, as amended, and similar state statues, under court supervision.
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  	REORGANIZATION BONDS

Bonds issued in connection with a reorganization, usually issued in exchange for bonds authorized and outstanding under the old capitalization, and customarily issued in packages of new bonds plus stock or cash in exchange for the old securities.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	REORGANIZATION COMMITTEE

Under equity receivership practice, a committee appointed by the court consisting of investors in the debtor's securities who are to develop and present a reorganization plan for the entity for approval of the court.
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  	REORGANIZATION PLAN 

A plan for rehabilitation of the debt or corporation in a Chapter 11 bankruptcy case.
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  	REPLACEMENT COST 

The cost of creating a building or improvement having similar util-
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  	ity on the basis of current costs and usage.
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  	REPLEDGE 

To rehypothecate; to pledge collateral a second time.
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  	REPLEVIN

A legal process providing a remedy to recover chattel unlawfully taken or retained.
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  	REPOSSESSION

Reclaiming by legal means the ownership of durable goods purchased on installment credit
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	REPRESENTATIONAL FAITHFULNESS

A quality of information that requires that correspondence or agreement between a measure or description and the phenomenon that it purports to represent (sometimes called validity).
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  	REPRESENTATIVE MONEY

Paper money issued against, and secured by, monetary metal deposited in a national treasury or other public depository in amounts sufficient to redeem such money in full.
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  	REPUDIATION

Willful refusal to pay a debt; the dishonor or rejection of an obligation or contract, as distinguished from an unavoidable failure or default.
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  	REPURCHASE AGREEMENTS 

Two simultaneous transactions in which a holder of securities sells securities to an investor with an agreement to repurchase them at a fixed price on a fixed date, thereby determining the yield during the purchaser's holding period.
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  	REQUIRED RESERVE RATE

The factor applied to average collected balances to compute the amount of deduction for legally required reserve balances in an account analysis.
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  	RESCHEDULING DEBT

An arrangement in which the maturity of a loan is lengthened to improve the changes of a borrower making loan payments.
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  	RESEARCH AND DEVELOPMENT COSTS

Costs related to developing or modifying products, processes, services, or techniques involving research, a planned search or critical investigation aimed at discovery of new knowledge, or development, referring to bringing research findings into a plan or design for further action.
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  	RESERVATION

A disclaimer or hedging clause in a contract.
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  	RESERVE

In accounting, an account appearing among stockholder equity accounts to indicate a reservation of retained earnings representing neither cash nor other assets in any earmarked form but representing merely a part of the stockholder's equity of the corporation; in life insurance, policy reserves are the accumulating fund from such portions of premiums as are not currently used to pay mortality claims and expenses and are instead compounded to the credit of outstanding policies for future years; in banking, the term has several applications, each having a technical meaning including primary reserves, secondary reserves, legal reserves, excess reserves, and others; in international monetary terminology, a reference to a country's gold stock, including exchange stabilization funds, special drawing rights, holdings of foreign currencies, and reserve position available at the international monetary fund.
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  	RESERVE BANK 

A Federal Reserve bank.
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  	RESERVE BANK OF INDIA

The central bank of India, established in 1935, having the mission to regulate the issue of bank-notes and the keeping of reserves with a view to securing monetary stability and generally to operate the currency and credit system of the country to its advantage.
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  	RESERVE CITIES

A classification of cities for the purpose of legal reserve requirements, including the city of Washington, D.C., and every city except New York and Chicago in which there is located a Federal Reserve bank or branch of a Federal Reserve bank.
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  	RESERVE DEPOSITORY

A bank designated and authorized to act as depository for a portion of the legal reserves against deposits that other banks are required by law to maintain.
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  	RESERVE FUND

An asset in the form of cash, securities, or other specific assets that has been set aside for some particular purpose and has no accounting relation per se to the stockholders' equity reserve account relating to retained earnings.
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  	RESERVE RATIO

A short term for the full title ''Federal Reserve Ratio of Reserves to Deposit and Federal Reserve Note Liabilities," appearing in the published statements of each Federal Reserve bank and of the 12 Federal Reserve banks combined. It is regarded as an important barometer of credit conditions and money supply.
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  	RESERVE REQUIREMENT

Reserve that must be held against customer deposits of banks and other depository institutions, which affects the expansion of deposits that can be supported by each additional dollar of reserves; a deduction from collected balances in an account analysis, which causes the depositor to share in the process of providing an institution's legally required reserved balances; the percentage of different categories or classifications of deposits that banks are required to hold on deposit at the Fed in the form of reserves.
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  	RESIDENTIAL REALESTATELOANS

Loans secured by one- to four-family residential properties plus loans secured by multifamily (five or more) residential properties.
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  	RESIDUAL

Amount remaining after all principal and interest payments have been paid to holders of a security; a residual interest, as a reference to the difference between assets and liabilities that represent the capital of a bank or the residual interest.
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  	RESIDUAL BENEFICIARY

Persons entitled to the remainder of an estate after all other rightful claims have been satisfied.
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  	RESIDUAL EQUITY 

The excess of assets over liabilities; owners' or shareholders' equity; capital.
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  	RESIDUAL VALUE 

Scrap or salvage value; the excess of assets over liabilities; capital of a company representing the excess of assets over liabilities.
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  	RESIDUARY LEGATEE

A person named in the residuary clause of a will who shares in the distribution of the personal property of the testator, after the estate debts and expenses have been paid and the specific, demonstrative, and general legacies have been distributed.
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  	RESISTANCE

 A price area where new selling will emerge to dampen a continued rise.
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  	RESOLUTION FUNDINGCORPORATION 

A corporation established under the Financial Institutions Reform, Recovery, and Enforcement Act of 1989 (FIRREA) to fund the activities of the Resolution Trust Corporation, primarily through bond sales.
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  	RESOLUTION TRUST CORPORATION

A temporary federal agency established by Congress to oversee the disposal of the assets of failed S&Ls in the wake of the thrift crisis of the 1980s.
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  	RESOLUTION TRUST CORPORATION RE-FINANCING, RESTRUCTURING, AND IMPROVEMENT ACT OF 1991 

Legislation that provided for the funding and reform of the Resolution Trust Corporation.
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  	RESOURCES

Assets or economic resources; "assets owned" by a bank.
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  	RESPONDENT BANK

Bank that purchases services from a correspondent bank.
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  	RESPONSE

The user's reaction (answer) to the messages transmitted by an information system.
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  	RESPONSIBILITY ACCOUNTING

A subdivision of managerial accounting that focuses on the collection of data to place responsibility for cost incurrence on managers to achieve cost control with emphasis on people who incurred the costs; profit-centered accounting and performance reporting.
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  	RESTITUTION 

The act by which a return of property is made to the person who has been deprived of it, or by which an unjust damage is made good.
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  	RESTRICTED LIST

A list of securities in which employees of a bank may not trade for their personal accounts.
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  	RESTRICTED SECURITIES

Securities that are not registered under the Securities Act of 1933 but that can be offered and sold under Rule 144A under the Securities Act.
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  	RESTRICTIVECOVENANT 

A limiting clause in a deed that regulates the use of property.
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  	RESTRICTIVE ENDORSEMENT

Any endorsement that results in the endorsee becoming an agent or trustee for the endorser.
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  	RESTRUCTURING

Transactions in the market for corporate control and through voluntary actions of managers involving transfer of ownership and major organizational changes, including hostile takeovers, voluntary mergers, leveraged buyouts, stockholders buyouts, spinoffs, split-ups, divestitures, asset sales, liquidations, quasi-reorganizations, troubled debt restructuring, and other transactions.
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  	RESULTING TRUST

A trust that will be held to arise as a matter of law as the result of the acts of the parties, regardless of any actual intent by them to create an express trust.
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  	RETAIL BANKING 

Banking focused primarily but not exclusively on individual consumer banking relationships.
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  	RETAIL LAND SALES

Sales of real estate on a volume basis with relatively small down payments.
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  	RETAIL REPURCHASE AGREEMENTS

The sale by a financial institution to a customer of an interest in U.S. government or federal agency securities, in a denomination of less than $100,000, with an agreement by the institution to repurchase the interest at a date not more than 89 days in the future, with interest.
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  	RETAINABLE

Money earned by a contractor but withheld until the construction has been approved and accepted.
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  	RETAINED EARNINGS

Earnings of a corporation that have not been distributed in the form of dividends.
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  	RETIREMENT

The paying off of an obligation at maturity or prior thereto; redemption; a removal or withdrawal from service, office, or business.
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  	RETRACEMENT

A reversal within a major price trend.
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  	RETURN

The yield on bond or stock as found by dividing the price into the annual dividend or interest payment; an exhibit of banking statistics.
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  	RETURN ITEMS

Checks, or other demand or matured items, returned by a drawee bank to the presenting bank because of certain technical irregularities or invalidities that might involve the drawee bank in a loss if the items were accepted.
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  	RETURN OF CAPITAL

 Cash distributed to
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  	stockholders other than from retained earnings.
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  	RETURN ON ASSETS (INVESTMENT)

Net income divided by average total assets to measure the earnings as related to assets invested in the firm.
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  	RETURN ON CAPITAL

Return on an investment for a period.
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  	RETURN ON COMMON STOCKHOLDERS' EQUITY

Net income divided by the average common stockholders' equity to measure the return on the investment by common stockholders.
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  	RETURN ON INVESTMENT (ROI)

A comprehensive measure of financial performance, computed by a basic formula: 

ROI = Capital turnover x Margin as a percentage of sales 

where 

Turnover = Sales/capital employed and, Margin as a percentage of sales = Net income/Sales
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  	RETURN REMITTANCE

A check forwarded by a bank acting as collection agent or correspondent, in payment of the proceeds of a check previously forwarded by, and collected for, an out-of-town bank with whom arrangements for collection have been established.
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  	REVENUE

Inflows or other enhancements of assets of an entity or settlements of its liabilities (or a combination of both) during a period from delivering or producing goods, rendering services, or other activities that constitute the entity's ongoing major or central operations, recognized in the financial statements when the earning process is complete or virtually complete, and an exchange has taken place (FASB); a measure of the accomplishments of the operating activities of an entity during the accounting period.
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  	REVENUE ACT

Any fiscal legislation concerned with the raising of public revenues and containing tax provisions, such as the Economic Recovery Tax Act of 1981.
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  	REVENUE ANTICIPATION NOTES

Municipal securities issued in anticipating of revenue from a specific source.
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  	REVENUE BONDS

Bonds issued by municipalities with principal and interest payable from revenues or income from municipally owned or state-owned plants, toll roads or bridges, or public works, such as water works, electric light and power plant, port authority, railroad, and many other, secured by the property and income of the city-owned or state-owned enterprise.
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  	REVENUE EXPENDITURES

Expenditures that merely maintain an asset in its existing condition or restores the asset to good working condition and are expensed (matched against expenses), as contrasted with capital expenditures.
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  	REVENUE NEUTRAL

Additional governmental revenue offset by reductions in governmental revenues, as provided for in the Tax Reform Act of 1986.
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  	REVENUE PRINCIPLE 

The basis for recording revenues-when to record them and the amounts of revenue to record.
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  	REVENUE REALIZATION

The point when revenue is earned and when an exchange has taken place.
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  	REVENUE SHARING 

An arrangement whereby the federal or state governments share revenues with states or other governmental entities in the form of unrestricted grants.
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  	REVENUETARIFF

A tariff designed primarily to raise revenue instead of protecting home country products.
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  	REVERSE ANNUITY MORTGAGE 

A mortgage plan calling for periodic payments to homeowners based on a loan against their equity in a home.
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  	REVERSE FLOAT 

Float that occurs when collected funds are retained by a bank and not made available to the depositor on the same date that investment funds are received, also referred to as negative unallocated float.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	REVERSE MORTGAGE

A mortgage where the lender pays the homeowner (borrower) monthly payments, establishes a line of credit that the homeowner can draw on when desired, or provides for monthly payments to the homeowner and a line of credit; borrowings secured by home real estate, designed to assist people who have little ready cash but have built up equity in their homes.
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  	REVERSE REDLINING

The targeting of low income communities for loans secured by the borrower's home that have unfair terms and conditions; an unfair and deceptive financial practice.
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  	REVERSE REPURCHASE AGREEMENT

A transaction involving the sale of securities along with an agreement to repurchase the securities at an agreed upon price, date, and interest payment.
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  	REVERSE STOCK SPLIT

Increases the par value per share with a corresponding reduction in the number of shares outstanding, with no change in common stock.
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  	REVERSE SWAP

One form of activity in the secondary swap market that offsets the interest rate or currency exposure on an existing swap, typically executed to realize capital gains.
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  	REVERSING ENTRIES

Journal entries made after the accounting records have been adjusted and closed at the end of the accounting period, usually reversing certain adjusting entries made at the end of the period to
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  	facilitate the accounting process in the subsequent period.
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  	REVIEW

An examination or study to summarize or evaluate the facts; to perform an inquiry and analysis that provides the accountant with a reasonable basis for expressing limited assurance that the statements need no material modifications in order to conform with generally accepted accounting principles, or, if applicable, with another comprehensive basis of accounting, having the objective of providing the accountant with a basis for expressing limited assurance that there are no material modifications that should be made to the financial statements.
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  	REVOCABLE CREDIT 

A letter of credit that the issuing bank can cancel without consulting the beneficiary.
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  	REVOCABLE TRUST 

A trust in which the settlor reserves the right to revoke.
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  	REVOCATION

The act of annulling or making inoperative a will or a trust instrument.
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  	REVOLVER 

A loan commitment in a line of credit that converts to a term loan.
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  	REVOLVING ASSETS

Current assets.
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  	REVOLVING CREDIT

A commitment by a bank to lend to a customer under redefined terms; open-end credit.
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  	REVOLVING CREDIT CHECK

An innovation in personal loan credit introduced by a Boston bank in 1955 and adopted by other banks whereby the bank supplies a customer with a supply of checks requiring monthly repayments once a debt is incurred, subject to restrictions
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  	REVOLVING LINE OF CREDIT

In consumer banking, a loan account that allows consumers to pay less than the total amount due every month, the balance is carried forward into the following month and is subject to an agreed upon finance charge.
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  	RHO 

The rate at which the price of an option changes in response to changes in interest rates.
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  	RICO 

Racketeer Influenced and Corrupt Organizations Act.
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  	RIDER

A special insurance policy provision or group of provisions that may be added to a policy to expand or limit the benefits otherwise payable.
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  	RIGGING

The manipulation of security prices by professional operators to their advantage.
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  	RIGHT

The preemptive right of stockholders of the voting stock of a corporation, i.e., the right to subscribe for the same proportionate interest as that now held, in additional voting stock.
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  	RIGHT OF FIRST REFUSAL

An agreement whereby an owner of property promises another that, if he or she decides to sell at some future time, the promise will receive the first chance to buy or the opportunity to match offers to purchase from third parties.
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  	RIGHT OF RECISSION

The right of consumers to void certain contracts within a specified period of time with a refund and without penalty, as provided for in the Consumer Credit Protection Act of 1968.
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  	RIGHT OF SURVIVORSHIP

A right that entitles a person who owns a portion of property held jointly to take title to the property when the other owner dies.
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  	RIGHT TO PRIVACY ACT 

Federal legislation enacted under the Right to Financial Privacy Act of 1978 ensuring that customers of financial institutions have a right to expect that their financial activities have a reasonable amount of privacy from federal government scrutiny, requiring that customers receive a written notice of a federal government agency's intent to obtain financial records, the reason why the records are being sought, and a statement describing procedures to use if the customer does not wish such information to be made available.
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  	RIPARIAN PROPERTY RIGHTS

Right associated with the use of property bordering on water by its owner.
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  	RISK

The probability that the actual return on an investment will differ from its expected return, including interest-rate risk, market risk, inflation risk, business risk, financial risk, liquidity risk, country risk, inflation risk, and many others; exposure to adverse change.
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  	RISK-ADJUSTED RETURN

The rate of return on an investment after considering a specific risk exposure.
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  	RISK ADVERSION

A strong desire to avoid risk, especially when contemplating investing in securities, reflecting the feeling that the higher the risk, the higher the expected return.
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  	RISK ARBITRAGE

A form of arbitrage associated with mergers and other forms of corporate restructuring; in a takeover, it refers to buying the stock of the target firm and to selling the stock of the acquiring firm.
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  	RISKASSETRATIO

A Comptroller of the Currency developed ratio computed by dividing risk assets (loans, bonds, and other assets) by capital funds (capital, surplus, and undivided profits) and reserves, to indicate the "capital funds cushion" for banks.
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  	RISK-BASED CAPITAL RATIO

A regulatory and supervisory capital standard imposed under FIRREA computed as the ratio of estimated total capital to estimated risk weighted assets.
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  	RISK-BASED CAPITAL REPORTING REQUIREMENTS

Regulatory requirement that require all banks and bank holding companies to, as of December 31, 1992, to main-
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  	tain a minimum total risk-based capital ratio of 8 percent with half the capital composed of core capital instruments or contributions.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	RISK-FREE RATE OF RETURN 

The real time value of money, or the minimum compensation that all investors require for the use of their money.
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  	RISK MANAGEMENT

Efforts undertaken to reduce or control various types of risks by available means, such as insurance, hedging, and diversification.
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  	RISK PREMIUM 

The additional required rate of return due to extra risk incurred by an investor.
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  	RISK/REWARD RATIO 

The relationship between the profitability of loss and that of profit, the ratio often used as a basis for trade selection or comparison.
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  	RISK WEIGHT

In capital adequacy computations, the percentage amount applied to the full value of each on-balance-sheet asset and the credit equivalent amount of each off balance-sheet activity.
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  	ROBBERY

The felonious taking of the property of another by violence, threat, or intimidation.
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  	ROBERT MORRIS ASSOCIATES

A national association of bank loan and credit officers founded in 1914 to conduct research in bank credit.
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  	ROBINSON-PATMAN ACT

An act designed to strengthen the Sherman Antitrust Act, the Clayton Act, and the Federal Trade Commission Act passed in 1914 that forbade price discrimination among purchasers of commodities where the effect of such discrimination was to lessen competition and broadened the illegality of price discrimination to include not only impingement on competition, but also any injuries to other competitors.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ROLLOVER

A process whereby a new offering is subscribed for in maturing obligations, a term used particularly in connection with the financing of United States government securities; a term applied to the transfer of an IRA from one entity to another and to certain mortgages and credit arrangements.
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  	ROLLOVER CERTIFICATE OF DEPOSIT 

A certificate of deposit transaction (sometimes referred to as a "roly-poly") where a depositor agrees to maintain funds on deposit with a depository institution at a specified rate for a certain period, usually several years; instead of receiving one certificate of deposit maturing at the end of the period, the depositor agrees to purchase a series of short-term certificates of deposit, this process continuing until the long-term contract period expires.
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  	ROLLOVER IRA

A term used by retirement specialists and others to mean moving money from one retirement savings plan to another retirement investment without payment penalty or taxes and where the money grows taxdeferred.
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  	ROLLOVER MORTGAGE

A variation of the adjustable-rate mortgage that fixes the interest rate for a period of time with the understanding that the interest rate will be renegotiated according to a predetermine scheme.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	ROTATION

One of the characteristics of a bull market wherein various stock sectors come into and out of favor.
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  	ROTHSCHILD, BARON DE

An English banker, the founder of an international banking firm, born in Germany, 1777-1836.
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  	ROUND LOT 

The regular unit of trading in a bonds and stock exchange transactions, which for most stocks is 100 shares and for bonds is $1,000.
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  	ROUTE ITEMS

Non clearinghouse checks and other items that are collected by a messenger.
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  	ROUTING NUMBER

The number printed on the face of a check in fractional form or in nine-digit form; or the number in a bank's endorsement in fractional or nine digit form.
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  	ROYAL EXCHANGE 

A building in London where foreign exchange is widely dealt in and where Lloyd's underwriters are located.
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  	ROYALTY

A payment made to an inventor or to an author by a manufacturer or publisher, respectively, in return for the exclusive right to manufacture or publish, also applied to oil, gas, and other natural resources payments to property owners and others for resources extracted.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	RUBLE

A silver coin and monetary unit of Russia.
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  	RULE AGAINST ACCUMULATIONS

The limitation imposed by common law or by statute on the accumulation of income in the hands of a trustee.
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  	RULE AGAINST PERPETUITIES

A rule against undue suspension or alienation of property, founded upon reasons of public policy; a rule against remoteness of vesting; a common law rule that makes void any estate or interest in property so limited that it will not take effect or vest within a period measured by a life or lives in being at the time of the creation of the estate plus a defined additional period.
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  	RULE OF 69

A rule stating that an amount of money invested at i percent per period will double in 69 /i + 0.35 periods.
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  	RULE OF 72 

The computation of the time it takes for money at interest to double, computed as 72/interest rate.
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  	RULE OF 78 

A procedure followed by some finance companies for allocating interest on loans among the months of a year using the sum-of-the-months' -digits basis when equal monthly payments from the borrower are to be received.
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  	RULE OF 115 (TRIPLING)

To determine how long it takes $1 to triple ($3) at different rates of return, divide the rate of return into 115 for an approximation.
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  	RUNNER

A bank's or broker's messenger.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	RUN ON A BANK

A concerted movement of depositors to withdraw deposits from a bank, out of fear of its insolvency, especially in times of panic or money or credit disturbances, such as during the panics of 1837, 1857, 1893, 1900, 1907, and 1932-33.
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  	RURAL DEVELOPMENT ADMINISTRATION

An agency in the Department of Agriculture having the goals of providing assistance to rural communities in becoming more economically competitive and in improving the standards of living of the residents, authorized by Title XXIII of the Food, Agriculture, Conservation, and Trade Act of 1990.
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  	RURAL ELECTRIFICATION ADMINISTRATION

An agency created to finance electric and telephone facilities in rural areas of the United States and its territories.
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  	RURAL TELEPHONE BANK

An agency of the United States, established in 1971, to make loans to telephone systems subjects to restrictions.
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  	SAFE DEPOSIT BOX

Privacy boxes for storage located in a bank or credit union vault under lock and key, admission to the box being restricted to the renter of the box.
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  	SAFE DEPOSIT COMPANY

A financial warehouse; a company organized to provide facilities for the systematic safekeeping of securities, contracts, wills, insurance policies, jewelry, and other valuable documents and property, either as a separate institution or in connection with a bank or trust company.
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  	SAFE DEPOSIT VAULT

An area of a bank set aside for rental space for safekeeping.
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  	SAFE HARBOR RULE 

An IRS rule that provides exemption from attack by the IRS for failing to comply with the law if certain standards are met, especially applicable to real estate transactions of limited partnerships, independent contractors, and other tax-related situations.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SAFEKEEPING

The practice of holding investment securities for correspondent banks as well as for business and personal customers.
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  	SAFETY AND SOUNDNESS

Major banking concepts relating to the degree of protection offered, standards of lending and investing, capital adequacy, risk exposure, asset/liability management, financial condition, and other significant factors contributing to the welfare of the institution.
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  	SAFETY OF PRINCIPAL

The prime essential of a good investment.
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  	SALE-LEASEBACK

An arrangement whereby an owner sells property and then immediately leases it back from the buyer, the purpose of which for the lessee is usually to get working capital and claim certain tax advantages.
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  	SALES

The gross charges to customers for the goods and services provided during an accounting period, net sales being gross sales less any sales returns or allowances available to customers and sales discounts taken by credit customers.
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  	SALES FINANCECOMPANIES 

Finance companies that principally engage in the discounting of installment receivables of dealers and retailers, and thus engage in indirect financing of consumer goods on time.
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  	SALES TAX 

A tax levied on the sale of goods based on their value, paid by the purchaser or paid by the seller on the gross sales of a business.
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  	SALES WITH RIGHT OF RETURN

Sales contracts that permit the buyer to return merchandise for a full refund or allow for an adjustment to be made to the amount owed, common in such industries as publishing, records and tapes, and sporting goods.
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  	SALLIE MAE

Student Loan Marketing Association.
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  	SAMPLE

A subset of a population; a selected portion of the aggregate.
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  	SAMPLING ERROR

A statistical concept referring to the difference between a sample estimate and the actual value of the population parameter that occurs because a sample is only a part of a population.
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  	SAMURAI BONDS 

Foreign bonds in Japanese yen; a yen-denominated debenture issued in the domestic Japanese bond market by a non-Japanese borrower.
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  	S&P BASKET

A stock "basket" product referred to as an exchange stock portfolio, which allows investors to buy and sell all the stocks in the Standard & Poor's 500 stock index in large blocks with a single execution.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SATISFICING

The process of allocating one's personal resources-time, talent, energy, etc.-to maximize one's own well-being, e.g., a manager may maximize short-term profits to have a list of completed accomplishments and with such a list the manager may be able to obtain another job at a higher salary with the original employer bearing the cost of the short-run behavior since it is in the company's best interest to maximize long run profits.
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  	SATURATION

The point at which the offerings of new securities are greater than the demand, without substantial concessions in price.
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  	SAVINGS 

A source of loanable funds for financial organizations such as banks; in microeconomics, the excess of disposable income after consumption expenditures.
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  	SAVINGS ACCOUNTS

Those accounts of a bank in respect to which, by its printed regulations, accepted by the depositor at the time the account is opened, (1) the pass book, certificates, or other similar form of receipt must be presented to the bank whenever a depositor withdrawal is made, and (2)
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  	the depositor may at any time be required by the bank to give notice of an intended withdrawal not less than 30 days before a withdrawal is made.
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  	SAVINGS AND LOAN ADVISORY COUNCIL

An independent, statutory advisory body that was established to consult with the Federal Home Loan Bank Board in its administration of the Federal Home Loan Bank System, the Federal Savings and Loan Insurance Corporation, and the Federal Savings and Loan System.
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  	SAVINGS AND LOAN ASSOCIATIONS

Financial institutions, mostly mutual organizations having no capital stock, sometimes referred to as savings associations, building and loan associations, building associations or building societies, cooperative banks, and homesteads.
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  	SAVINGS AND LOAN HOLDING COMPANIES

A holding company having one or more subsidiary company or affiliate.
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  	SAVINGS ASSOCIATION INSURANCE FUND (SAIF)

A fund that currently insures customer deposits in savings and loans up to $100,000 and addresses problems in the thrift industry .The SAIF is supervised by the Federal Deposit Insurance Corporation, and authorized under the Financial Institutions Reform, Recovery and Enforcement Act of 1989.
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  	SAVINGS BANKS

Banking institutions organized especially to encourage thrift among persons of modest means by paying interest dividends on savings deposited therein, the concept being said to have originated with Daniel DeFoe, the English author, in 1697.
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  	SAVINGS DEPOSITS

Deposits evidenced by a passbook, consisting of funds deposited to the credit of one or more individuals, or of a corporation, association, or other organization operated primarily for religious, philanthropic, charitable, education, or fraternal purposes and not operated for profit, or in which the entire beneficial interest is held by one or more individuals or by such an organization, and in respect to which deposit ( ) the depositor is required, or may at any time be required by the bank to give notice in writing of an intended withdrawal not less than 30 days before such withdrawal is made, (2) withdrawals are permitted only to the person presenting the passbook, or (3) without presentation of the passbook, through payment to the depositor personally but not to any other person whether or not acting for the depositor.
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  	SAVINGS BONDS 

United States savings bonds issued by the Treasury to encourage thrift and to raise funds.
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  	SAVINGS TELLER

A teller who handles deposits to and withdrawals from regular and special types of savings accounts.
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  	SAY'S LAW 

Supply creates its own demand, a law named after economist Jean Baptise Say (1767-1832).
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  	SCALPER 

A speculator who sells, at every opportunity, to make a fractional, one-point, or two-point profit; a person who accumulates scarce tickets or products and offers them for sale at exorbitant prices.
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  	SCANDINAVIAN UNION

A monetary union formed by Norway, Sweden, and Denmark in 1873, in which the single gold standard and the same monetary unit (the krone) were adopted. The union was dissolved in 1905.
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  	SCARCITY

The limited availability and quantity of resources in relation to the unlimited needs and wants of human beings.
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  	SCHOOL BONDS

A subclassification of municipal bonds issued for the purpose of raising funds for the construction and equipment of public schools.
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  	SCHOOL DISTRICT BONDS

Bonds issued by a school district, an organizational unit organized to manage and control the schools of a certain section and having taxing power, for the purpose of building pubic schools.
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  	SCHOOL SAVINGS BANKS 

Savings systems adopted by some public schools for the purpose of inculcating habits of thrift among schoolchildren.
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  	SCHUMPETERIAN HYPOTHESIS

The hypothesis that firms with greater market power will be more innovative than those with less because the former can appropriate the benefits of innovation to a greater degree.
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  	SCORCHED EARTH POLICY

A situation whereby the target company in a takeover liquidates a significant portion of its assets to make the company undesirable to a suitor.
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  	S CORPORATION

A small business corporation that meets various statutory requirements and has validly elected not to be taxed at the corporate level having a 35-shareholder limitation and one class of stock restriction in which income or loss is passed through to shareholders in a manner similar to the way partnerships pass through such items to partners.
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  	SCRIP

A temporary certificate issued for exchange at a later date for money, a permanent certificate, or whatever the scrip entitles the holder to receive; fractional shares of stock issued during a reorganization or stock conversion, or to represent dividends not paid in cash but deferred to a later date; script money.
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  	SCRIP CERTIFICATE

A fractional share of stock.
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  	SCRIP DIVIDEND 

A type of dividend payable in short-term promissory paper, called scrip,
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  	to conserve cash at the particular dividend period.
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  	SCROOGE

A miserly character portrayed by Dickens in A Christmas Story.
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  	SCROUNGE

To borrow something without any intention of repaying it.
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  	SEAL

A symbol of authority, authenticity, or excellence.
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  	SEASONAL VARIATION

The more or less regular swings of almost any series of economic data attributable to the influence of the changing seasons of the year.
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  	SEASONED SECURITIES

Securities of recognized merit and of long standing, issued by corporations engaged in the production of basic staples, whose officers are skilled in operating and financial management, whose properties and net assets leave a safe equity for securities, and whose earnings have been sufficiently stable to ensure interest payments and dividend disbursements over a relatively long period of time.
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  	SEAT

A membership on a stock exchange.
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  	SECONDARY CAPITAL

For regulatory purposes, the OCC has deemed secondary capital to include the total of limited life preferred stock, subordinated notes and debentures, and mandatory convertible debt that is not included in primary capital up to a maximum of 50 percent of the bank's primary capital.
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  	SECONDARY DISTRIBUTION

A special block procedure used for effecting executions of very large blocks of securities, outside of and without upsetting the regular market of the stock on the floor of the securities exchange.
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  	SECONDARYLIABILITY

Contingent or indirect liability.
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  	SECONDARY MARKET

An organized market for trading existing assets previously offered or sold in the primary market.
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  	SECONDARY MORTGAGE MARKET

A term used to describe the market wherein various institutions and investors purchase for investment purposes existing mortgages originated by primary lenders, thereby creating additional capital with which lenders may originate more new mortgage loans.
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  	SECONDARY OFFERING

A secondary public placement of securities used by a firm's founders, other pre-public owners, and some post-public holders of the securities to "cash out" of the firm in which the securities distributed in a secondary public offering are purchased by the underwriters directly from the pre-public owners and not from the firm.
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  	SECONDARY RESERVES

Those earning assets of a bank, other than the investment type, that are intended to supplement in invested form the primary reserves (cash and claims to cash) by providing standby liquidity for deposit withdrawals or availability for expansion in loans and investments.
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  	SECOND BANK OF THE UNITED STATES

Chartered in 1816 and prospered for a while under the leadership of Nicholas Biddle and opposed by President Andrew Jackson who strongly opposed the bank because it constrained the ability of state banks to create credit and inflate the money supply. This constraint was opposed by agrarian interests and cheap money advocates.
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  	SECOND-CLASS PAPER

Notes, trade acceptances, and bills of exchange that are obligations of names not as well known as those classified as first class and thus are not entitled to the highest credit rating, a term sometimes used in a derogatory manner.
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  	SECOND MORTGAGE 

A mortgage placed upon real property that is already encumbered with a first mortgage.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SECOND MORTGAGE BONDS

Bonds secured by a mortgage upon property that is already encumbered with an issue of first mortgage bonds.
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  	SECOND MORTGAGE MARKET

A market of existing mortgages and mortgage-backed securities, composed principally of trading in mortgage pass-through securities and collateralized mortgage obligations.
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  	SECRETARY

An official of a bank whose signature is required for official documents and who performs other activities of an administrative nature.
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  	SECRET PARTNER

A partner not known to the public as a partner and who does not have liability for partnership debts.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SECRET RESERVES

A condition that exists when there is an understatement of assets or an overstatement of liabilities and a corresponding understatement of capital on the financial statements, an unacceptable condition.
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  	SECTOR FUND

A mutual fund that specializes in a specific sector, such as banking, high technology, and many others.
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  	SECULAR TREND

Along-term or normal trend associated with a normal value for any series of statistical data at a given time, or projected or extrapolated into the future, that serves as a base or reference point in judging the effects of economic factors other than the growth factor.
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  	SECURED BILLS

Documentary bills of exchange; bills of exchange that are accompanied by a bill of lading giving title to the merchandise specified therein; a term also applied to notes, acceptances, or bills of exchange that are secured by bonds, stocks, warehouse receipts, short-term paper, or other securities.
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  	SECURED CREDITOR

A creditor who holds some form of collateral or legal right to claim certain assets of the person, firm, or corporation to which a loan or advance has been made, or to whom goods have been sold, such as mortgagee, mortgage bond holder.
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  	SECURED INVESTOR TRUST

Commonly referred to as "kitchen sink" bonds because they are secured by everything but the "kitchen sink," the bonds being issued by trusts into which Wall Street dumps pieces of hard-to-value mortgage-backed securities.
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  	SECURED LOAN

A loan that is secured by marketable securities or other marketable valuables, either in the form of time or demand notes.
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  	SECUREDTRANSACTION

A maintenance of an interest in personal property by a seller or lender to ensure payments in preference to other creditors of a debtor. Article 9 U.C.C.
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  	SECURITIES

That class of investments represented by engraved, printed, or written documents of in book entry form evidencing ownership or creditorship in a corporation or other forms of organization, or creditorship relations to public bodies, including bonds, stocks, mortgages, notes, coupons, scrip, warrants, rights, options, and other investments; "stocks, bonds, debentures, notes and other similar obligations." The Federal Reserve Act Section 23A (b)(9)
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  	SECURITIES ACT OF 1933

An act, approved May 26, 1933, and subsequently amended, representing the federal "Truth in Securities Act," the two basic principles of which are full disclosure of material facts and antifraud in securities-related transactions.
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  	SECURITIES AND EXCHANGE COMMISSION

A federal agency created by the Securities Exchange Act of 1934 to carry out the provisions of that act and to take over from the Federal Trade Commission the administration of the Securities Act of 1933, having in addition responsibilities under the Public Utility Holding Company Act of 1935, the Trust Indenture Act of 1939, the Investment Company Act of 1940, the Investment Advisers Act of 1940, the Securities Investor Protection Act of 1970, and the Foreign Corrupt Practice Act of 1977. The Commission has three major responsibilities: ensuring the provision of full and fair disclosure of all material facts concerning securities offered for public investment, initiating litigation for fraud cases when detected, and providing for the registration of securities offered for public investment.
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  	SECURITIES COMPANY

Holding company; a company organized to hold the shares of its subsidiary companies; an investment house or company that deals in securities at retail.
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  	SECURITIES GAINS 

Net pre-tax realized gains (losses) on securities not held in trading accounts.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SECURITIES ENFORCEMENT REMEDIES AND PENNY STOCK REFORM ACT OF 1990

Federal legislation providing sweeping changes in the Securities and Exchange Commission's enforcement powers against securities law violators, the act providing remedial powers in three critical areas: providing flexible remedies, deterring recidivists, and expediting relief.
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  	SECURITIES EXCHANGE ACT OF 1934

An act approved June 6, 1934, as amended, that seeks to outlaw misrepresentation, manipulation, and other abusive practices in securities markets and to establish and maintain just and equitable principles of trade that would be conducive to open, fair and orderly markets.
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  	SECURITIES INDUSTRY

An industry that was instrumental in developing the U.S. capital markets and performing the economic function of intermediating between those who have savings and those who need capital, including such industries as banking, insurance, securities, and others.
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  	SECURITIES INVESTOR PROTECTION CORPORATION

A corporation federally chartered following passage by the Congress of the Securities Investor Protection Act of 1970, patterned after the Federal Deposit Insurance Corporation that insures bank deposits, designed to protect investors against losses in the event a brokerage firm is forced to liquidate.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SECURITIES LEDGER

A ledger in which trans-
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  	actions in stocks, bonds, and other securities are recorded.
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  	SECURITIES MARKETS

The primary and secondary markets wherein security transactions take place, the primary market in which the purchaser gives the original issuer of the security cash in exchange for the security; following the primary offering of a security, the security is said to trade in the secondary markets between members of the public and the secondary market, such as the New York Stock Exchange, the American Stock Exchange, and the over-the-counter market. A third market in securities refers to the OTC. A fourth market in securities refers to transactions that occur directly between a buyer and a seller of a large block of securities, with brokers and dealers eliminated from the process.
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  	SECURITIZATON

The pooling and repackaging of similar loans into marketable securities that can be sold to investors, including residential mortgage loans, automobile loans, and others, as distinguished from whole loans and loan participations.
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  	SECURITY

A pledge of property or of good faith for the payment of a debt, promise, or obligation; securities, a reference to stocks, bonds, and other instruments; reliability and strength as related to standards for security devices, procedures, and personnel to be followed by financial institutions as required by the Bank Protection Act of 1968.
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  	SECURITY ANALYSIS

The dissection of all pertinent data of individual companies and industries-nature of the business, position in the industry, quality, demand for and diversity of products, capability of management, financial condition, capital structure, earnings records both current and prospective, yields, price-earnings relationships, and many other factors relating to the firm and industry.
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  	SECURITY ANALYST

A person or firm that specialized in evaluating information relating to stocks, bonds, and other instruments of ownership and credit.
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  	SECURITY LOANS

Loans secured by the pledge of securities collateral.
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  	SECURITY MONEY

A group of bills separated from usable currency, usually by a paper clip or a rubber band, consisting of fresh $10 or $100 bills, with serial numbers recorded for use identification and conviction of a robber; bait money.
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  	SECURITY OFFICER

The bank officer charged with the responsibility for the security of the bank as defined by the Bank Protection Act of 1968.
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  	SEGMENT

A part of an entity whose activities represent a major line of business or class of customer that sells primarily to outsiders for a profit, including subsidiaries, divisions, departments, products, market, or other operations where the activities, assets, liabilities, and operating income can be distinguished for operational and reporting purposes.
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  	SEIZIN

Possession of a freehold in land as reflected in a deed or contract of sale.
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  	SEIGNIORAGE

Technically, the charge made by a government for minting standard bullion; by extension, the profit made by the government in issuing currency (the difference between the bullion or metal price and the denominationally value of the currency).
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  	SELF-ASSURANCE

A program for protection from loss that requires an individual or organization to set aside funds to pay losses that might occur at a later date, representing a form of risk management.
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  	SELF-CHECK

A check deposited for credit or presented for payment at the bank on which it is drawn, i.e., a home debit.
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  	SELF-DIRECTED IRA

A tax deferred arrangements maintained by the account holder who appoints a custodian to carry out investment instructions.
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  	SELF-LIQUIDATING LOAN

A short-term commercial loan, so called because it is automatically discharged through the proceeds of the sale of the merchandise that it finances.
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  	SELF-REGULATORY ORGANIZATIONS

Non-government organizations that have statutory responsibility to regulate their own members, such as the New York Stock Exchange, the National Association of Securities Dealers (NASD), and others.
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  	SELF-SERVICE TERMINALS

Automated teller machines, point-of-sale equipment, personal computers, and self-standing kiosks using videotex technology.
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  	SELLER'S POINTS

A lump sum paid by the seller to the buyer's creditor to reduce the cost of the loan to the buyer.
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  	SELLER TAKEBACK

A mortgage provided by the seller.
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  	SELLING AGAINST THE BOX 

Selling stock owned without relinquishing ownership of the certificate deposited in a safe deposit box, the owner of the stock being technically ''short" in his or her brokerage account.
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  	SELLING CLIMAX

The end of a wave of heavy short selling necessitating liquidation of impaired margin accounts.
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  	SELLING CONCESSION

An allowance or accommodation paid to the firms in an underwriting syndicate based on the number of shares they are responsible for selling.
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  	SELLING GROUP

Member firms associated with the distribution of securities in an un-
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  	derwriting group who purchase securities from one or more of the underwriters and then resell them to their customers.
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  	SELLING OUT

The exercise of the legal right accorded a broker to close out an account of a customer, or of a bank to close out a broker's loan, for failure to furnish additional margin when demanded.
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  	SELLING SHORT

A short sale.
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  	SEMIANNUAL INTEREST

Interest that is payable twice a year, as required upon the majority of bonds.
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  	SEMIMUNICIPAL BONDS 

Bonds that are not necessarily the obligation of all the taxpayers of the issuing municipality, but that are obligations of such taxpayers who secure the benefit of the improvements constructed from the proceeds of those bonds.
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  	SENDER

"Any of the following that sends an item to a Federal Reserve bank for forwarding collections: a depository institution, a clearing institution, another Federal Reserve bank, an international organization, a foreign correspondent, or a branch or agency of a foreign bank maintaining reserves under Section 7 of the International Banking Act of 1978." Regulation J, 12 CFR 210.2 (1)
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  	SENIOR ISSUE

Senior bonds.
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  	SEQUENTIAL SAMPLING

Sample items not taken simultaneously, but sequentially.
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  	SERIAL BONDS

Bonds having multiple maturities instead of a single maturity for payment of principal.
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  	SERIES E U.S.

Savings Bonds issued before December 1965 that stop earning interest 40 years from their issue dates, and those issued after November 1965 will stop earning interest 30 years from their issue dates.
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  	SERIES EE U.S.

Savings Bonds designed to provide a safe, convenient investment medium for small investors and groups at a relative attractive yield with protection against market price fluctuations, sold at a 50 percent of face value in denominations from $50 to $10,0000, with interest accruing through periodic increases in redemption value.
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  	SERIES H U.S

Savings Bonds issued through December 1979 and having a final maturity 30 years from their issue date.
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  	SERIES HH CURRENT INCOME BONDS

U.S. Savings Bonds that pay interest semiannually, available in exchange for Series E and EE Savings Bonds and savings notes with a total redemption value of $500 or more, or through the reinvestment of the redemption proceeds of matured Series H bonds, issued at face value in denominations from $500 to $10,000, have a maturity of 10 years with a 10-year extended maturity period.
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  	SERVICE CORPORATION

A subsidiary of a bank or thrift institution that provides services, excluding the deposit function, for the entity that owns the service corporation or customers.
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  	SERVICE INCOME 

Income from servicing loans.
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  	SERVICE POTENTIAL 

A basic characteristic of assets reflecting future economic benefit; the scarce capacity to provide services or benefits to the entity that uses them.
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  	SERVICE SALES TRANSACTION

A transaction between a seller and a buyer in which, for a mutually agreed price, the seller performs, agrees to perform, or agrees to maintain readiness to perform an act or acts, including permitting others to use enterprise resources that do not alone produce a tangible commodity or product as the principal intended result, such as advertising agencies, computer service organizations, employment agencies, engineering firms, accounting firms, law firms, and many others.
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  	SERVICING

As applied to banking, the collection of mortgage payments, securing of escrow funds, payment of property taxes and insurance from the escrowed funds, monitoring delinquencies, accounting for and remitting principal and interest payments to the investor, and other services.
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  	SERVICING RIGHTS

Collection of payments from individual borrowers, the follow-up with delinquent borrowers, and the processing of escrow collections and payments, rights that may either be released with sold loans or retained.
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  	SETTLEMENT RISK

A risk that networks assume when payments are provisional or when a system participant is unable to settle its net debt position at the appointed time.
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  	SETTLEMENT

In general, the striking of a balance between two or more parties having mutual dealings with one another and payment of the debit balance by the debtor to the creditor; the striking of balances among members of a clearinghouse association; the process by which purchases and sales of securities among brokers are determined and the balances paid off at the stock exchange clearinghouse; a reference to when and how a financial transaction transaction must be settled or is settled according to an agreement.
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  	SETTLEMENT CLERK

In banking practice, the name given to the bank representative or clerk who receives packages of checks delivered from each presenting bank and determines the total amount of checks so presented at the clearinghouse each day.
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  	SETTLEMENT PRICE

The end-of-day price used to calculate gains and losses in futures
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  	market accounts.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SETTLEMENT RISK

The possibility that operational difficulties will interrupt delivery of funds even where the counterparty is able to perform.
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  	SETTLEMENT SHEET

The printed form on which a teller makes settlement at the end of each day.
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  	SETTLING

The procedure whereby the teller's cash is proved against the day's transactions, also referred to as making settlement.
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  	SETTLOR

A trust or, donor, or creator; one who creates a voluntary trust, i.e., one who "settles" an income, or other benefit, on a beneficiary.
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  	SEVERANCE TAX

A tax levied on the mining and extraction of a natural resource, such as gas, oil, or coal, assessed on the value of the product extracted on the volume extracted.
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  	SEXUAL HARASSMENT

Unwelcome sexual advances, requests for sexual favors and other verbal or physical conduct of a sexual nature, viewed as a "bargain" (quid pro quo) or as environmental sexual harassment.
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  	SHADE

A slight concession in price.
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  	SHARE

A unit of stock ownership in a corporation or other association.
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  	SHARE ACCOUNT

Funds in the form of shares purchased by a member or other approved depositor that are received or held by a credit union in its usual course of business and for which the credit union has given, or is obligated to give, credit to the account of the depositor.
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  	SHARE CAPITAL

The part of the capital of a corporation that is represented by outstanding shares of stock as distinguished from "loan capital," which is resented by bonds and floating debt.
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  	SHARE CERTIFICATE

A transferable or nontransferable ownership instrument or account at a credit union that provides on its face or in the underlying agreement that a specified amount of shares is payable to the bearer or to a specified person.
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  	SHARED APPRECIATION MORTGAGE

Shared equity; a mortgage in which the borrower agrees to share with the lender a sizable percent (often 30 to 50 percent) of the appreciation in the property's value when the borrower sells or transfers the property, or after a specified number of years, which typically have a relatively low interest rate.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SHARED EQUITY

An arrangement whereby a co-mortgagor helps a buyer gain loan approval and in return received an ownership or a share of the equity in the home.
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  	SHARE DRAFT

A negotiable or nonnegotiable draft signed by an account holder directing a credit union on which the draft is drawn to pay a certain sum of money on demand to the order of a specified person or bearer, used to withdraw funds from a share draft account.
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  	SHARED REVENUE

Specific revenue sources shared with other governmental units, such as sales taxes, gasoline taxes, and liquor taxes.
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  	SHAREHOLDER

The owner of stock or shares in a mutual fund.
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  	SHAREHOLDERS' EQUITY

The excess of assets over liabilities (or net assets) of a corporation representing the book value of claims of the owners to a share in the entity's assets after debt obligations have been settled, including preferred stock, common stock, surplus, undivided profits, and equity reserves.
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  	SHARE LOAN

A passbook loan; a loan secured by the savings account of an S&L member, also referred to as a savings account loan, dividend-day loan, or dividend-anticipation loan.
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  	SHARE-TENANT

A farmer who owns no land but who produces crops on a share basis.
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  	SHARK REPELLENT

Sections in a corporation's bylaws that are designed to discourage unfriendly takeovers.
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  	SHEKEL

A silver coin of the Hebrews.
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  	SHELF REGISTRATION

 Under Rule 415 of the Securities and Exchange Commission, adopted in 1982, for a nine-month trial period, widely traded leading corporations may file a single S-3 "shelf registration" statement form with the SEC under the Securities Act of 1933 to cover the total of new bonds and/or stock financing without the necessity of filing new registration statements and distributing new prospectuses, thus expediting the public offering without the customary waiting period.
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  	SHELL

A special envelope used by a bank to hold bond coupons presented for payment.
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  	SHELL BRANCHES

Limited service branches that do not conduct transactions with residents in the country in which they are located other than with other shell branches.
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  	SHELL CORPORATION

A corporation with no separate assets or operations.
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  	SHELTERING TRUST

A trust created to provide an income for the support of a spouse, or the support and education of children, and at the same time to "shelter" them from the dangers of their own inexperience, the cupidity of security salesmen, and the errors of incompetent advisers; also known as a spendthrift trust.
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  	SHERMAN ANTITRUST ACT

One of the fundamental antitrust laws, the pioneer federal statute in this field (passed July 2, 1890), and a cornerstone in the legal expression of public policy against restraint of trade and monopoly or attempts to monopolize, which
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  	stated that "every contract, combination in the form of trust or otherwise, or conspiracy in restraint of trade or commerce among the several States, or with foreign nations" was made illegal, and "every person who shall monopolize or attempt to monopolize or combine or conspire with any other person or persons to monopolize any part of the trade or commerce among the several States, or with foreign nations, shall be deemed guilty of a misdemeanor."
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  	SHIFTING LOANS

The process of seeking other lending banks for accommodation when banks call upon broker-borrowers to pay up their loans.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SHILLING

A former silver English coin, popularly known as a "bob," equal to one-twentieth of a pound or 12 pence.
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  	SHINPLASTERS

A popular name given to fractional paper currency issued during the Civil War and to similar currency issued after the War of 1812 because of a shortage of metallic money.
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  	SHIPPER'S LOAD AND COUNT

A clause sometimes used in a bill of lading for the purpose of limiting the carrier's liability.
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  	SHIPPING DOCUMENTS

The papers that may accompany a domestic or foreign bill of exchange, including the seller's invoice, bill of lading, insurance certificate, consular invoice, certificate of analysis, certificate of inspection and weight, certificate of origin, warehouse receipt, dock receipt, and others.
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  	SHOGUNDEBENTURE

A dollar-denominated bond issued in the domestic Japanese bond market by a non-Japanese borrower.
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  	SHOGUNS 

U.S. dollar bonds issued in Japan.
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  	SHOPPERS

People from outside organizations hired by banks to evaluate the service performance of tellers and other public-contact personnel.
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  	SHORT ACCOUNT

The aggregate of securities that have been sold short, i.e., for the account of short sellers.
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  	SHORT BILLS

Bills of exchange drawn by banks or commercial interests, but usually documentary and payable 1 to 60 days after presentation.
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  	SHORT COVERING

The purchase of stock or commodities by a short seller to close or complete a transaction.
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  	SHORT INTEREST

The aggregate of securities or commodities that have been sold short and not yet covered.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SHORT POSITION

In futures, the short has sold the commodity or security for future delivery; in options, the short has sold the call or the put and is obligated to take a futures position if he or she is assigned for exercise.
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  	SHORT RUN

In economics, a period of time during which a firm is unable to vary all of its inputs.
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  	SHORT-RUN COST

Costs that vary as output varies for a given operational capacity.
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  	SHORTS

Speculators who have sold short.
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  	SHORT SALE

Any sale of a security that the seller does not own or any sale that is consummated by the delivery of a security borrowed by or for the account of the seller, used for speculative, hedging, and arbitrage purposes.
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  	SHORT STOCK

Stock that has been sold short.
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  	SHORT-TERM NOTES

Notes with maturities of under one year; for accounting purposes, a current asset (a receivable) or liability (a payable).
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  	SHORTTHE MARKET

A reference to one who is said to be short of the market when one has sold securities or commodities short and has not yet covered.
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  	SIGHT BILL OF EXCHANGE

A bill of exchange payable on presentation to the drawee; a demand bill or presentation bill.
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  	SIGHTING A BILL

Presenting a bill payable at sight or so many days after sight for payment or acceptance to the drawee in order to bring it under that persons' sight.
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  	SIGNATURE CARD

A card signed by a depositor and cashier of a bank representing a contract between the depositor and the bank that also serves as a means of identification.
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  	SIGNATURE DEPARTMENT

A separate department among larger bank, the function of which is to verify signatures on home-debit checks before they are charged to the depositors' (drawers') accounts.
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  	SIGNATURES

A person's or entity's name, or a mark representing it, as signed or as written by oneself or a by deputy, as in subscribing a check, letter, or other document.
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  	SIGN IN BLANK

The endorsement of a negotiable instrument, making the instrument a bearer instrument with negotiation of the instrument effected by delivery so that the warranties specified under the Uniform Negotiable Instruments Law extends in favor of no holder other than the immediate transferee.
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  	SILENT PARTNER

A limited partner in a real estate, oil and gas limited partnership, and other partnerships; a general partner who takes no active participation in management, not to be confused with a secret partner.
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  	SILVER 

One of the precious metals and also highly versatile metal for industrial uses and jewelry, having an extensive historical monetary use in the United States.
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  	SILVER BULLION 

Silver ingots, usually used for commercial purposes, in bars assaying not less than 0.999 fineness, but with variation in weights from the basic weights of
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  	1,100 or 1,100 troy ounces.
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  	SILVER CERTIFICATES

Formerly issued paper money issued regularly in denominations of $1, $2, $5, $10, $20, $50, $100, $500, and $1,000. They were engraved with green backs and stamped on their obverse side with a blue seal, first issued in 1878, following passage of the Bland-Allison Act, and originally redeemable for silver.
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  	SILVER COINAGE

With the Coinage Act of 1965, silver coinage in the U.S. was confined to the subsidiary silver coins (half dollar, quarter, and dime), the standard silver dollar not having been coined since 1935.
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  	SILVER DOLLAR A U.S. 

coin dated from the first U.S. Coinage Act of April 2, 1792, and continued to have a weight of 412.50 grains of standard silver (0.9 fine) until its final demise and replacement by the cupronickel dollar coin; popularly referred to as "cartwheels" because of their heavy weight.
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  	SILVER PURCHASE ACT OF 1934 

An act approved June 19, 1934, that, among other things, declared it to be the policy of the United States that the proportion of silver to gold in the monetary stocks of the United States should be increased, with the ultimate objective of having and maintaining one fourth of the monetary value of such stocks in silver.
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  	SIMPLE INTEREST

Interest on the principal (funds originally received or paid) computed as follows: 

Interest = Principal x Time x Rate
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  	SIMPLIFIED EMPLOYEE PENSION PLAN

A tax-deferred pension plan in which employees and employers contribute to an IRA, with limits on contributions and in which at least 50 percent of the employees must participate and limited to employers of 25 or fewer employees.
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  	SIMULATION 

A methodology that examines a situation under a range of potential events, such as a recession, interest rate changes, to evaluate various options and alternatives.
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  	SINGLE-NAME PAPER

Notes that are the obligations of one party only, also known as straight paper.
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  	SINGLE-POOL METHOD

A method of internal funds transfer pricing by banks that assumes a common pool of funds into which all funds flow and from which all funds are provided and for which one rate is used for charging and crediting funds.
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  	SINGLE PREMIUM DEFERRED ANNUITY

An annuity resulting from the annuitant purchasing the annuity with a lump-sum payment with annuitization deferred to a later date, sometimes used as a tax-deferred investment.
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  	SINGLE-STEP INCOME STATEMENT

Format for an income statement that groups all revenues together and then lists and deducts all expenses together without drawing any subtotals
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  	SINKING FUND

A fund created by setting aside out of earnings at stated intervals monies sufficient to provide for the payment of all, or part, of a long-term debt or the redemption of preferred stock.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SINKING FUND ASSETS

Assets representing cash, securities, and other assets in which a sinking fund is invested.
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  	SINKING FUND BONDS

Bonds issued under a sinking fund agreement that requires the debtor organization (obligor) to periodically set aside out of earnings a sum that, with interest, will be sufficient to redeem the issue in whole or part at maturity, having the purpose of giving assurance to investors that systematic provision is to be made for the repayment of the loan.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SINKING FUND PROVISION

A requirement found in some corporate bond indentures that require the issuer to retire a specified portion of an issue each year, usually from funds set aside periodically for that purpose.
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  	SINKING FUND REDEMPTION NOTICE

A notice, published in accordance with the requirements of the bond indenture notifying holders of bonds that are callable for redemption before maturity, that certain bonds have been drawn by lot for current sinking fund redemption on a specified date and should be presented for payment, as interest will cease after the redemption date.
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  	SIXPENCE

A coin in the United Kingdom's coinage system representing a cupronickel, milled edge, weighing 43.636 grains coin.
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  	SIX PERCENT 60-DAY RULE

A method that simplifies certain interest commutation, based on the rule that interest can be calculated by simply dividing the principal by 100 to compute simple interest cost on a 60-day loan of $1,000: 

$1,000/100 = $10
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  	SIXTEEN TO ONE 

The popular title of the issue raised in the campaign of 1896 between presidential candidates Bryan and McKinley, having reference to the coinage ratio between silver and gold and which had reference to Bryan's advocacy of the reestablishment of bimetallism on this basis.
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  	SKEWED DISTRIBUTION

A statistical concept referring to any distribution that is not symmetric.
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  	SKIMMING

To take off part of the winnings of a gambling casino or cash or earnings of other enterprises, illegally before recording the amount on which taxes are computer or for other illegal purposes.
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  	SLIDE

A mathematical error that results from adding one or more zeros to a number, or from dropping a zero, e.g., writing $450 as $4,500 (a slide is evenly divisible by 9).
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  	SLOTH 

A vice associated with the neglect of duties and responsibilities; indolence, laziness.
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  	SLOW LOANS

A classification in the examination of a bank's loans; doubtful loans for which reserves or an outright charge off should be provided for.
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  	SMALL BUSINESS ADMINISTRATION 

A federal administration established by the Small Business Act of 1953 having the purposes of providing aid, counsel, assistance, and protection to the interests of small businesses; ensure that small business concerns receive a fair portion of government purchases, contracts, and subcontracts, as well as of the sales of government property; make loans to small business concerns, state land local development companies, and the victims of floods or other catastrophes, or of certain types of economic injury; and license, regulate, and make loans to small business investment companies.
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  	SMALL LOAN BUSINESS

Licensed lending under the various state versions of the Uniform Small Loan Law, prescribing maximum loan amounts and an interest rate that may be charged per month on unpaid balances.
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  	SMALL SAVER CERTIFICATE

A form of time deposit offered by commercial banks and thrift institutions, with maturity of the certificates in 18 to 30 months and interest rates related to the average yield of U.S. Treasury securities with comparable remaining maturity.
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  	SMALL STOCK DIVIDEND 

A stock dividend of less than 25 percent of the corporation's issued stock.
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  	SMART CARD 

A credit card capable of handling a bank customer's account at the point of purchase.
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  	SMITH, ADAM

A major economist who argued for economic freedom in the form of laissez faire that implied that nations could progress by the accumulation of wealth; the founder of political economy and the author of the classic The Wealth of Nations (1776) that provided a theoretical structure for the capitalist economic system by concluding that private ownership and use of capital would lead, by an invisible hand, to the common good.
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  	SMITH-HAWLEY TARIFF ACT OF 1930

A law that increased average import duties in the United States to a high of 59 percent in 1932 and brought on a period of protectionism in the country and contributed to the Great Depression.
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  	SMITHSONIAN AGREEMENT

A last-ditch attempt to continue the fixed par value system (which permitted a "ceiling" above and a "floor" below the declared par values) for currencies of the member nations of the International Monetary Fund (IMF), an effort that eventually was abandoned when the Articles of Agreement of the IMF became effective, leading to the era of ''floating exchange rates."
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  	SMURFING 

The practice used by criminals when they hire people to buy bank checks, cashier's checks, traveler's checks, or money orders to avoid the $10,000 reporting requirements of the Bank Secrecy Act.
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  	SNAKE SYSTEM 

An international agreement between the Netherlands, Denmark, Sweden, Norway, and Germany linking the currencies of the nations in an exchange rate system to limit fluctuations.
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  	SOCIAL ACCOUNTS

National accounting that reflects national economic activity in terms of incomes and outputs.
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  	SOCIAL CREDIT 

A term used by a school of "New Economics" in offering a program in solution of the economic paradox of "penury amidst plenty," associated with a plan that would disturb the existing institutions of private capital only to a minimum extent, and claiming that under a modern production system, goods of every description can be turned out with a continuously decreasing amount of human energy and labor as a result of the technological genius of the various industrial nations of the world, requiring the establishment of a national credit account from which would be paid periodically to all adult inhabitants of a country a "national dividend" of persons harmed by the technological revolution.
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  	SOCIAL INSURANCE

State-controlled insurance against the risks and hazards of complex civilization, including, in its more comprehensive aspects, coverage of unemployment, sickness, industrial accident, invalidity, old age, maternity, widowed, and other contingencies.
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  	SOCIALISM 

The doctrine that land, natural resources, and the principal means of production and distribution would be socially owned and democratically managed so that production should be for public use rather than private profit; an economic and political system that would reorganize the existing industrial system on the basis of collective or national ownership of the social tools and machinery of wealth creation, to be organized and operated for the benefit of the whole people.
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  	SOCIAL JUSTICE

The moral obligation of in-
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  	dividuals to participate according to their ability and position in group action to make the institutions of society conform to the common good.
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  	SOCIAL SECURITY 

Programs under the Social Security Act, enacted in 1935 and subsequently amended many time, providing for old age retirement benefits for covered workers and their dependents and survivors, disability, supplementary security income for low-income people or who are blind, disabled or 65 or over, and health benefits.
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  	SOFT 

A description of a price that is gradually weakening.
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  	SOFTWARE

Set of programs or instructions that cause the computer to perform the work desired.
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  	SOLA

A foreign check or bill of exchange consisting of one document as distinguished from a check or bill drawn in a set, i.e., in duplicate or triplicate.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SOLVENCY

In a popular sense, a financial condition reflecting the ability to pay debts as they come due, as contrasted with insolvency; a financial condition such that the sum of the entity's debts is greater than all of the entity's property at fair valuation.
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  	SOLVENCY RATIOS

 Financial statement ratios that measure capital structure and debt structure of an entity to evaluate the relative claims of owners and creditors and the proportion of assets provided by owners and creditors.
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  	SOLVENT

A financial position of being able to pay debts; excess of total assets over total liabilities.
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  	SOUND MONEY

Stable money or monetary stability having reference to the value of a country's monetary unit.
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  	SOURCE DOCUMENT

The document from which data originates, used in data management, auditing, and other activities.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SOVEREIGN

In law, the supreme authority of government, e.g., the federal government, with authority derived from the U.S Constitution and the people, and the 50 states; in the currency system of England, a gold coin with the value of one pound, no longer in circulation.
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  	SPACED MATURITIES

A technique of adjustment to interest rate risk (the risk of market price depreciation in the event interest rates and yields should rise) in investment in high grade bonds, based on the theory that a degree of protection against open market depreciation can be obtained by "space" holdings in short-, intermediate-, and longterm maturities as a diversification technique.
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  	SPECIAL ASSESSMENT BONDS

Bonds issued by municipalities for obtaining funds to finance improvements the benefits of which are purely local in character, such as parks, drainage ditches, sewers, sidewalks, and others, the principal and interest of which are payable by levying a special tax upon the property benefits.
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  	SPECIAL BLOCK PROCEDURES

New York Stock Exchange procedures that provide special procedures for the handling of large blocks of stock outside the regular market for the stock concerned on the floor of the exchange, in order to attract such large orders from financial institutions, large estates, corporations, and other investors for executions within a reasonable time and at a reasonable price, including the specialist block purchase/specialist block sale, the exchange distribution/exchange acquisition, the special offering/special bid, and secondary distributions.
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  	SPECIAL DRAWING RIGHTS

The unit of account for International Monetary Fund transactions and private contracts; an international reserve asset created by the International Monetary Fund to supplement existing reserves, valued on the basis of a basket of five currencies and that can be used in a wide variety of transactions and operations among official holders.
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  	SPECIAL ENDORSEMENT

An unqualified endorsement of a negotiable instrument, whereby the endorser makes all the warranties specified in Section 3-417, Uniform Commercial Code, and that specifies the person to whom or to whose order it makes the instrument payable, which becomes payable to the order of the special endorsee and may be further negotiated only by such a party's endorsement, such as "Pay to A.B.C. (signed) John Doe."
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  	SPECIAL INTEREST ACCOUNT

An account at a commercial bank similar to a savings account.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SPECIALISTS

Members of a stock exchange who are assigned the responsibility of maintaining markets in specified stocks at the trading "posts" to which the stocks are assigned upon being listed, including regular specialists, relief specialists, associate specialists, and temporary specialists.
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  	SPECIAL REPORTS

Reports prepared by auditors who are engaged to account on matters that are not financial statements prepared in conformity with generally accepted accounting principles: accounts reported on financial statements prepared in accordance with a comprehensive basis of accounting other than GAAP; on specified elements, accounts or items of a financial statement (e.g., royalties, profit participation); on compliance with aspects of a contractual agreement related to
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  	audited financial statements; and on information presented in prescribed forms or schedules that require a prescribed form of auditor's report.
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  	SPECIAL SITUATION

In the stock market, a security having a unique speculative or investment interest related to some development peculiar to itself and that promises profit regardless of the general market trend, such as with a reorganization, recapitalization, special distribution, merger or consolidation, and others.
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  	SPECIALTY FUND

A mutual fund that specializes in securities of certain industries, geographic regions, or companies that have some common characteristic.
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  	SPECIE

Metallic money, as distinguished form paper money and credit instruments.
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  	SPECIE PAYMENT

Payment in coin and sometimes in bullion, as distinguished from payment in paper money.
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  	SPECIFICATIONS

In foreign exchange, a term applicable to bills of exchange drawn under letters of credit; invitations for competitive bidding; the term for the conditions governing bids.
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  	SPECULATION

Risk taking, especially taking investing risks with the anticipation of profit, but incurring the changes of loss, sometimes distinguished from gambling and investment.
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  	SPECULATION INDEX

A ratio of lower quality stocks to activity in higher-quality stocks, e.g., a high level of volume on the American Stock Exchange (considered relatively speculative) compared with the volume on the New York Stock Exchange could indicate considerable speculative interest in the market.
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  	SPECULATIVE INVESTMENTS

Securities that are not entitled to an investment rating because of unstable characteristics, often related to earning power, equity position, or outlook.
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  	SPECULATOR

A person who engages in the practice of risk taking, especially with respect to stock, bonds, and commodities; one who hazards money, effort, and time in the taking of risks of speculation, for the purpose of gain, often a gain on short-term price changes.
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  	SPENDTHRIFT TRUST 

A trust designed to protect a beneficiary from creditors or from his or her squandering the assets of the trust.
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  	SPIN-OFF

A distribution of subsidiary stock to the shareholders of the parent corporation, giving them control of the subsidiary, without having to surrender any shares.
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  	SPINs

Standard & Poor's indexed notes; a debt instrument featuring interest payments linked to the performance of the S&P's stock indexes.
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  	SPLIT CHECK

A check presented by a depositor, part of which the customer wishes deposited to an account and the balance returned to him or her in cash; also called split deposit, less cash, or cash back deposit.
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  	SPLIT-OFF

A form of corporate separation in which a parent corporation distributes to its shareholders stock in a corporation that it controls, similar to a spin-off, except that the shareholders surrender a part of their stock in the parent corporation for the stock in the controlled corporation.
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  	SPLIT-UP

Increasing the number of shares of a corporation by some ratio or multiple; dividing each existing share of a corporation into a number of new shares of reduced par or stated value with the purpose of reducing the market value of a stock to make possible a wider ownership.
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  	SPONSOR

The banking house (the company's banker or the original underwriters) that has an interest in the price at which a particular issue of a security sells; a company or other entity that established a pension plan for its employees with a trustee (a bank, insurance company, etc.).
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  	SPOT

An adjective used in connection with foreign exchange and commodities, indicating trading for immediate, as distinguished from future, delivery.
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  	SPOT CASH

Immediate cash available or given for a purchase involving immediate delivery.
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  	SPOT MARKET

The market for cash (immediate) as opposed to future delivery.
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  	SPOT PRICE

Cash price; a price quoted for commodities, including foreign exchange, that are ready for immediate delivery for cash.
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  	SPOT RATE 

The foreign exchange rate in effect for immediate delivery of the currencies exchanged.
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  	SPREAD

The difference between the bid and asked prices of a security; the difference between the public offering price fixed for a new issue and the net proceeds to the issuer, constituting the underwriters' compensation and any expenses of issuance borne by the agreement of the issuer; a combination of a put and a call by which the purchaser has the privilege of "putting" at one price, or "calling" at another price, the specified security within the contract period; in commodity futures trading, the difference between two delivery months; in arbitrage operations in foreign exchange, the difference in rates between two markets, with differences larger than normal; the difference between yields or prices of two instruments.
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  	SPREADSHEET

Integrated electronic software program that can be used to solve many
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  	different kinds of problems.
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  	SQUEEZE

A market situation in which the lack of supplies tends to force shorts to cover their positions by offsets at higher prices.
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  	STAFF

An organization position referring to persons or groups in an enterprise whose major function is to provide advice and service to the administration and line positions of an organization.
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  	STAG

Sterling transferable accruing government securities.
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  	STAGNATION 

A period of little economic growth or decline.
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  	STAKEHOLDERS

In corporate restructurings, parties with a pre-existing stake in the firm, described collectively as stakeholders, including the pre-buyout debt holders, firm's employees, preferred stockholders, suppliers, and the federal and local governments.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	STALECHECK

A check presented for payment a designated period of time after its date.
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  	STAMPS TAX 

Federal taxes levied on a variety of transactions, including those involving stock and bond issues and transfers, deeds (real estate conveyances), playing cards, foreign insurance policies, and others.
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  	STAMPED SECURITY

A stock or bond that has been stamped at some time subsequent to the original issuing date to show some change in its status-a new condition to which it is subject or a privilege to which it is entitled, e.g., an extended bond is very often stamped; securities that are subject to a stamp tax and on which such tax has been paid.
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  	STANDARD 

A criterion or norm; a level of attainment considered a goal or measure of adequacy, that provides several economic functions including information, compatibility, variety reduction, and quality; a yardstick, a benchmark, an index of waste or potential savings; a gauge that serves as a reference in computing deviations from a norm.
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  	STANDARD & POOR'S CORPORATION

A large statistical service organization operating primarily in the securities field.
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  	STANDARD COST

Predetermined costs that should be attained, usually expressed per unit of product or service.
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  	STANDARD DEVIATION

A statistical concept referring to the measure of dispersion based on the deviation of all the values of the variable from a measure of typical size.
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  	STANDARD ERROR OFTHE ESTIMATE

The standard deviation of sample points about the sample regression line.
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  	STANDARD INDUSTRIAL CLASSIFICATION

Industry groupings established by the bureau of the census within the Department of Commerce for classifying production activity and extending to all fields of economic activities, and defining industries according to the composition and structure of the economy.
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  	STANDARD MONEY

The money selected by a government to serve as the basis of its currency system that is unqualified legal tender value for the payment of all debts.
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  	STANDARD OF VALUE 

One of the basic functions of money; a common denominator or yardstick for determining valuation of another commodity or service that may be commanded in exchange, e.g., the U.S. dollar for the United States, declared by monetary statute.
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  	STANDBY LETTER OF CREDIT

A contractual arrangement guaranteeing financial or economic performance involving three parties-the issuer (bank), the account party (the bank customer), and the beneficiary, the bank guaranteeing that the account party will perform on a contract between the account party and the beneficiary, the effect being to substitute the bank's liability for the account party's liability.
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  	STANDBY UNDERWRITING

A form of investment banking underwriting used when the issuer offers the securities to existing shareholders through a rights offering and uses the underwriters only as a backup for any securities not taken through the rights offering.
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  	STANDING

A requirement for proceeding in a judicial undertaking that a dispute exists between prospective parties.
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  	STARS

Short-term auction rate cumulative preferred stock.
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  	STATE BANK

A bank organized under a charter granted by one of the states, as distinguished from trust companies and national banks.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	STATE BANKING DEPARTMENT

The department or commission in each state charged with the execution of the laws relating to the various types of banking institutions located in and chartered by the state.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	STATE BANK OF INDIA

A bank succeeding the Imperial Bank of India, not to be confused with the central bank of India-the Reserve Bank of India.
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  	STATE BONDS

A subclassification of civil bonds; bonds that are the obligation of a state and are exempt from federal income taxes.
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  	STATE, DEPARTMENT OF

The senior executive department of the U.S. government, established in 1789, that advises the president in the formulation and execution of foreign policy.
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  	STATED VALUE

In the case of no par value stock, the value assigned by resolution of the
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  	board of directors of a corporation to each share of the authorized and outstanding stock for capital account purposes; declared value of no par value stock.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	STATEMENT ACCOUNT

A savings account for which a monthly or quarterly statement is issued by the bank to the account owner.
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  	STATEMENT ANALYSIS

That part of the process of measuring a credit risk that is determinable through an analytical study of financial statements.
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  	STATEMENT DEPARTMENT

The department of a bank or other financial institution that has charge of the preparation and forwarding of customers' statements of account.
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  	STATEMENT OF ACCOUNT

A continuous, daily posted record, showing in detail all debits, credits, and the balance as of the close of the period, usually one month, rendered by a bank, broker, or other business to its customers.
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  	STATEMENT OF AFFAIRS

A financial statement made at the beginning of the liquidation process in a bankruptcy proceeding that presents the expected realizable amounts from the disposal of the assets, the order of creditors' claims, and the expected amount unsecured creditors will receive as a result of the liquidation; a financial statement providing information to creditors and the bankruptcy court as to the expected monies available to each class of creditors.
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  	STATEMENT OF CASH FLOWS

A major financial statement that summarizes the effects of cash on the operating, investing, and financing activities of a company for a period on which cash receipts and cash payments are classified according to a company's major activities: operating, investing, and financing, and used to evaluate: (1) the entity's ability to generate future cash flows and to predict the amounts, timing, and uncertainty of future cash flows; (2) the entity's ability to pay dividends and meet obligations; (3) the reasons for the difference between net income and net cash flows from operating activities; (4) reliability of income numbers; (5) the cash and noncash investing and financing transactions during a period; a financial statement that provides insights into the effect of cash flows on funds flows, liquidity, and financial flexibility.
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  	XYZ COMPANY 

Statement of Cash Flows 

For the year ended December 31, 199X
	

	

	



		
  	
  	

	

	
  	Cash flows from operating activities:
	

	

	


		
		
  	
  	

	

	
  	Cash inflows:
	

	

	


		
			
  	
  	

	

	
  	Cash received
	

	

	


		
				
  	
  	

	

	
  	from customers
	

	

	


		
  	
  	

	

	
  	$400,000
	

	

	


	
			
  	
  	

	

	
  	Interest collected
	

	

	


		
  	
  	

	

	
  	100,000
	

	

	


	
			
  	
  	

	

	
  	Cash inflows
	

	

	


		
				
  	
  	

	

	
  	from operating
	

	

	


		
				
  	
  	

	

	
  	activities
	

	

	


			
  	
  	

	

	
  	$500,000
	

	

	



			
  	
  	

	

	
  	Cash outflows:
	

	

	


		
			
  	
  	

	

	
  	Cash paid to
	

	

	


		
				
  	
  	

	

	
  	employees
	

	

	


		
  	
  	

	

	
  	(200,000)
	

	

	


	
			
  	
  	

	

	
  	Cash paid to
	

	

	


		
				
  	
  	

	

	
  	suppliers
	

	

	


		
  	
  	

	

	
  	(150,000)
	

	

	


	
			
  	
  	

	

	
  	Cash paid for taxes
	

	

	


		
  	
  	

	

	
  	(50,000)
	

	

	


	
			
  	
  	

	

	
  	Cash paid for
	

	

	


		
				
  	
  	

	

	
  	interest 
	

	

	


		
  	
  	

	

	
  	(10,000)
	

	

	


	
			
  	
  	

	

	
  	Other operating
	

	

	


		
				
  	
  	

	

	
  	expenses
	

	

	


		
  	
  	

	

	
  	(40,000)
	

	

	


	
			
  	
  	

	

	
  	Cash outflows for
	

	

	


		
				
  	
  	

	

	
  	operating activities
	

	

	


			
  	
  	

	

	
  	(460,000)
	

	

	



			
  	
  	

	

	
  	Net cash provided by
	

	

	


		
				
  	
  	

	

	
  	operating activities 
	

	

	


			
  	
  	

	

	
  	$ 40,000
	

	

	



		
  	
  	

	

	
  	Cash flows from investing activities:
	

	

	


		
			
  	
  	

	

	
  	Proceeds from sale of
	

	

	


		
				
  	
  	

	

	
  	investments 
	

	

	


		
  	
  	

	

	
  	$100,000
	

	

	


	
			
  	
  	

	

	
  	Payment for purchase of
	

	

	


		
				
  	
  	

	

	
  	equipment
	

	

	


		
  	
  	

	

	
  	(50,000)
	

	

	


	
			
  	
  	

	

	
  	Net cash provided by
	

	

	


		
				
  	
  	

	

	
  	investing activities 
	

	

	


			
  	
  	

	

	
  	50,000
	

	

	



		
  	
  	

	

	
  	Cash flows from financing activities:
	

	

	


		
			
  	
  	

	

	
  	Proceeds from issuance
	

	

	


		
				
  	
  	

	

	
  	of common stock
	

	

	


		
  	
  	

	

	
  	$100,000
	

	

	


	
			
  	
  	

	

	
  	Payment of dividends
	

	

	


		
  	
  	

	

	
  	(90,000)
	

	

	


	
			
  	
  	

	

	
  	Net cash provided by
	

	

	


		
				
  	
  	

	

	
  	financing activities 
	

	

	


			
  	
  	

	

	
  	10,000
	

	

	



			
  	
  	

	

	
  	Net increase in cash 
	

	

	


		
  	
  	

	

	
  	$100,000
	

	

	


	
		
  	
  	

	

	
  	Cash, January 1, 199X
	

	

	


			
  	
  	

	

	
  	75,000
	

	

	



		
  	
  	

	

	
  	Cash, December 31, 199X
	

	

	


			
  	
  	

	

	
  	$175,000
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  	Shareholders' equity
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  	Assets + Liabilities = 

Shareholders' equity
	

	

	















 

  	
  	
  	
  



	




	Page 219

	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	XYZ COMPANY 

Statement of Financial Position 

December 31, 199X
	

	

	



		
  	
  	

	

	
  	Assets:
	

	

	


		
		
  	
  	

	

	
  	Current assets
	

	

	


		
			
  	
  	

	

	
  	Cash
	

	

	


		
  	
  	

	

	
  	$175,000
	

	

	


	
			
  	
  	

	

	
  	Other current assets
	

	

	


		
  	
  	

	

	
  	225,000
	

	

	


	
					
  	
  	

	

	
  	$400,000
	

	

	



		
  	
  	

	

	
  	Long-term investments
	

	

	


			
  	
  	

	

	
  	50,000
	

	

	



		
  	
  	

	

	
  	Property, plant, and
	

	

	


		
			
  	
  	

	

	
  	equipment
	

	

	


			
  	
  	

	

	
  	340,000
	

	

	



		
  	
  	

	

	
  	Intangible assets
	

	

	


			
  	
  	

	

	
  	80,000
	

	

	



		
  	
  	

	

	
  	Other assets
	

	

	


			
  	
  	

	

	
  	30,0000
	

	

	



			
  	
  	

	

	
  	Total assets
	

	

	


			
  	
  	

	

	
  	$900,000
	

	

	



		
  	
  	

	

	
  	Liabilities:
	

	

	


		
		
  	
  	

	

	
  	Current liabilities
	

	

	


		
  	
  	

	

	
  	$100,000
	

	

	


	
		
  	
  	

	

	
  	Long-term liabilities
	

	

	


		
  	
  	

	

	
  	200,000
	

	

	


	
			
  	
  	

	

	
  	Total liabilities
	

	

	


		
  	
  	

	

	
  	300,000
	

	

	


	
		
  	
  	

	

	
  	Shareholders' Equity:
	

	

	


		
		
  	
  	

	

	
  	Common Stock
	

	

	


		
  	
  	

	

	
  	$300,000
	

	

	


	
		
  	
  	

	

	
  	Additional paid-in capital
	

	

	


		
  	
  	

	

	
  	200,000
	

	

	


	
			
  	
  	

	

	
  	Total
	

	

	


		
  	
  	

	

	
  	500,000
	

	

	


	
		
  	
  	

	

	
  	Retained earnings
	

	

	


		
  	
  	

	

	
  	100,000
	

	

	


	
		
  	
  	

	

	
  	Total equity
	

	

	


		
  	
  	

	

	
  	600,000
	

	

	


	
			
  	
  	

	

	
  	Total liabilities and
	

	

	


		
			
  	
  	

	

	
  	shareholders' equity 
	

	

	


		
  	
  	

	

	
  	$900,000
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  	STATEMENTOFOWNERS' EQUITY 

A statement of investments by and distributions to owners that reflects the extent to which and in what ways the equity of an entity increased or decreased from transactions with owners during a period, reflecting the capital transactions of the entity, usually of a sole proprietorship or partnership.
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  	STATEMENT OF RETAINED EARNINGS

A financial statement that reconciles the balance of the retained earnings account from the beginning to the end of the period, typically showing the beginning balance of retained earnings, prior period adjustments, net income (loss) for the period, dividends declared, the ending balance of retained earnings, and other matters. An illustration of a statement of retained earnings is presented:
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  	XYZ COMPANY 

Statement of Retained Earnings 

For the year ended December 31, 199X
	

	

	



		
  	
  	

	

	
  	Retained earnings, January 1, 199X
	

	

	


		
  	
  	

	

	
  	$ 50,000
	

	

	



		
  	
  	

	

	
  	Add: Net income for the period
	

	

	


		
  	
  	

	

	
  	200,000
	

	

	



		
  	
  	

	

	
  	Total
	

	

	


		
  	
  	

	

	
  	$250,000
	

	

	



		
  	
  	

	

	
  	Deduct: Dividends
	

	

	


		
  	
  	

	

	
  	150,000
	

	

	



		
  	
  	

	

	
  	Retained earnings, December 31, 199X
	

	

	


		
  	
  	

	

	
  	$100,000
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  	STATEMENTS OF FINANCIAL ACCOUNTING CONCEPTS

A series of publications in the Financial Accounting Board's (FASB) conceptual framework for financial accounting and reporting that set forth objectives and fundamentals that serve as the basis for developing financial accounting and reporting standards, identify the goals and purposes of financial reporting, and describe the underlying concepts of financial accounting that guide the selection of transactions, events, and circumstances to be accounted for, their recognition and measurement, and the means of summarizing and communicating them to interested parties.,
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  	STATEMENTS OF FINANCIAL ACCOUNTING STANDARDS (SFAS) 

Official pronouncements of the Financial Accounting Standards Board considered to be generally accepted accounting principles that are binding in accounting practice.
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  	STATE STREET 

The street in Boston where most of the financial institutions are located; by extension, financial Boston.
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  	STATISTICAL ANALYSIS

Methods employing statistical techniques to assist in decision making and problem solving.
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  	STATISTICAL INFERENCE

A statistical concept referring to making generalizations, predications, or conclusions about a population based on a sample assumed to have been drawn from that population.
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  	STATISTICAL METHODS

Methods of organizing, summarizing, and analyzing individual facts.
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  	STATISTICS

Quantitative (numerical) data used in a variety of physical and social sciences as a means of collecting, assembling, analyzing, and presenting numerical data in meaningful visual and analytical forms and used in a variety of ways to serve informational, forecasting, and managerial functions.
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  	STATUTE

Legislation enacted into law under federal and state constitutions by the legislative branch of government.
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  	STATUTE OF FRAUDS 

A statute requiring that certain contracts must be in writing and signed by the party to be charged, originally enacted in England in 1677, such as an agreement to sell land or any interest in land.
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  	STATUTE OF LIMITATIONS 

A statute establishing the time period within which an action may be brought or during which the right must be enforced, the time period usually beginning to run from the time the cause of an action accrues, e.g., a breach of contract.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	STATUTORYCONSOLIDATION 

A legal term referring to a type of business combination in which a new corporation is formed to carry on the businesses of two predecessor
	

	

	















 

  	
  	
  	
  



	




	Page 220

	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	companies that are liquidated.
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  	STATUTORY LAW 

Law resulting from legislative action, as distinghished from common law.
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  	STATUTORY MERGER

A legal term referring to a type of business combination in which a newly acquired company is liquidated into a division or other segment at the time of the business combination.
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  	STAY

In law, a court order prohibiting an act or proceeding temporarily.
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  	STEPPED TAX-EXEMPT APPRECIATION ON INCOME REALIZATION SECURITIES

Zero-coupon bonds for an initial period, after which they are converted to interest-bearing securities.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	STERLING 

A common term for British money of any denomination, whether gold, silver, or bank notes.
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  	STERLING BILLS

Bills of exchange payable in british currency, i.e., pounds sterling.
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  	STERLING BONDS

Bonds, the principal and interest of which are payable in British currency, i.e., pounds sterling.
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  	STERLING CREDITS

Letters of credit, the specifications for which call for drawing bills of exchange payable in pounds sterling.
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  	STERLING EXCHANGE

Checks and bills drawn against bank balances on points in Great Britain.
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  	STOCK

Securities representing ownership interest in a corporation, such as common stock, preferred stock, capital stock, etc.
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  	STOCK APPRECIATION RIGHTS

A form of incentive compensation for a firm's officers and/or employees, issuable as a part of stock options, that entitles the recipient to receive the appreciation in the market value of the optioned stock between the optioned stock's price as of issuance of the option and the stock's price as of date of exercise.
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  	STOCK BONUS PLAN

A pension or bonus plan in which funding is done from profits and benefits are provided in the form of employer's securities.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	STOCK CERTIFICATE

A receipt or certificate of the ownership signifying that the person whose name is written thereon is the owner of a certain portion of the capital stock of the designated corporation, representative of the intangible personal property right involved, indicated by the ratio of the number of shares held to the total number of shares outstanding.
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  	STOCK COMPENSATION PLANS

Compensation plans for executives and others in which payment is in the form of stock, such as market performance plans, enterprise performance plans, and combination market/ enterprise performance plans.
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  	STOCK DIVIDEND

A dividend paid to stockholders in shares of stock of the issuing corporation, issued to stockholders of record out of the unissued stock of the corporation, involving no payment of cash, and used to reflect positive interest in the security.
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  	STOCK EXCHANGE AUTOMATED QUOTATIONS SYSTEM 

The electronic communication facility of the London Stock Exchange, modeled after NASDAQ.
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  	STOCK EXCHANGE BANKS

Banks and trust companies in the Wall Street district that habitually lend a part of their credit resources to brokers, syndicates, and investment houses, for financial security transactions, investment purchases, and margin trading.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	STOCK EXCHANGE LOANS

Loans made to brokers, syndicates, and investment houses with securities traded on the New York Stock Exchange as collateral.
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  	STOCK EXCHANGES 

Organized markets for the purpose of centralized trading in securities, regulated under the Securities Exchange Act of 1934 and other legislation.
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  	STOCKHOLDER

The legal owner of one or more shares of stock in a corporation, entitling the stockholder to proportionate ownership of the corporation, the right to dividends when earned and declared by the board of directors, the right to proportionate control through voting power (unless specifically disallowed by the articles of incorporation or bylaws), and to receive notice of elections and meetings where voting power may be exercises; and, in certain cases, the right to subscribe to additional stock before offerings are made to the general public (the preemptive right).
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  	STOCKHOLDER OF RECORD

The stockholder whose name is registered on the books of the corporation as the owner of the shares as of a specific date.
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  	STOCKHOLDERS' MEETING 

Meetings of the stockholders of a corporation to conduct specified corporate-related business authorized by the corporate charter and bylaws, classified as annual, special, extraordinary, etc.
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  	STOCK INDEX

A measure of stock price movements in the marketplace, including such indices as the Dow Jones Industrial Average, Dow Jones Transportation Average, the Dow Jones Utilities Average, AMEX Major Market Index, AMEX Market Value Index, S&P Composite Index of 500 Stocks, NASDAQ-OTC Price Index, Value Line Composite Index, Wilshire 5000 Equity Index, and many others.
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  	STOCK INDEX FUTURES CONTRACT

 A bilateral agreement to pay or receive a fixed dollar amount times the difference between
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  	the purchase price and (1) the price when sold, (2) the daily futures settlement price, or (3) the final settlement price of the underlying index at expiration.
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  	STOCK LIFE INSURANCE COMPANY

A life insurance company owned by stockholders who elect a board to direct the company's management.
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  	STOCK MARKET

A national market where secondary trading of common stock occurs in a specific trading location, such as the New York Stock Exchange and the American Stock Exchange.
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  	STOCK OPTIONS

The right to purchase shares of common stock in accordance with an agreement, upon payment of a specified amount; a compensation scheme under which executives are granted options to purchase common stock over an extended option period at a stated price.
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  	STOCK PRICE AVERAGES

Arithmetic or weighted averages, or index numbers, of selected groups of stocks, designed to provide a single-figure indication of market levels and trends that may be charted or cited.
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  	STOCKPURCHASEPLAN

An employee compensation plan that provides for the purchase of a company's stock by its employees.
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  	STOCK PURCHASE WARRANT

An equity privilege sometimes attached to bonds, debentures, or preferred stocks, but more often separately issued, that entitles the holder to the right to purchase the specified number of shares per warrant of the common stock of the corporation within the exercise period, which may be a limited term.
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  	STOCK RATINGS 

The convenient expression, by letter grade, of the quality of preferred and commons stocks, similar to bond ratings but determined differently, such as A+ highest, A high, A- above average, etc., not to be confused with the current market recommendation (buy, sell, or hold).
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  	STOCK REGISTRAR

A trust company, bank, or individual, authorized to act in a fiduciary capacity, that has been appointed by a corporation to certify that the number of its shares issued does not exceed the authorized amount and to check the work of the transfer agent.
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  	STOCK RIGHTS

The privilege attached to a share of common stock to purchase a specified number of shares of common stock or a fractional share, that indicates the price at which stock can be acquired (the exercise price), the number of shares or fractional shares that can be acquired for each right, and the expiration date.
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  	STOCK SETTLEMENT TIME

The time in which stock transactions must be settled, currently five full days to deliver a check or shares to a broker, modified to three days as of June 1995.
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  	STOCK SPLIT

A distribution of company's own capital stock to existing stockholders with the purpose of reducing the market price of the stock, which would hopefully increase the demand for the shares.
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  	STOCK SUBSCRIPTIONS

A contract to purchase corporate stock on an installment basis, the contract providing that the subscriber investor) will purchase a certain number of shares at an agreed-upon price, with payment spread over a specified time period.
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  	STOCK SYMBOL

An identifier for a security, consisting of one or more letters.
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  	STOCK TRANSFER

The passage of stock ownership from one person to another by assignment involving the cancellation of the old certificate and the issuance of a new one pursuant to the transfer instructions.
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  	STOCK TRANSFER AGENT 

A clerk or officer of the corporation itself or an outside individual, bank, or trust company authorized to see that the act of transferring the ownership of shares of stock is properly executed.
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  	STOCK TRANSFER JOURNAL

A book in which transfers of stock of a corporation are authorized and recorded.
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  	STOCK TRUST CERTIFICATE

A certificate, also known as a trust certificate, issued in exchange for the stock of competing corporations entering the trust form of combination and deposited with trustees, who in exchange therefore issue trust certificates pursuant to the deposit agreement and who direct the affairs of the corporations included in the trust by reason of their voting power, the technical trust form of combination now represented by the holding company.
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  	STOP LOSS ORDER

An order given to a broker by a customer, usually in order to protect a profit created by an advance or to limit a loss in case of a sudden decline.
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  	STOP ORDER

Stop loss order; a contingent order to buy a security (buy stop) only if some higher price (the stop price) is reached; or a contingent order to sell futures (sell stop) only if some lower price (the stop price) is reached.
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  	STOP ORDER ON PASSBOOKS

A stop order issued by a depositor upon a savings bank when a passbook is lost requesting a stop payment.
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  	STOP PAYMENT

A depositor's legal right to stop payment on checks that have been previously drawn but has not yet been presented for payment.
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  	STORE OF VALUE

A function of money representing a form in which wealth can be maintained, representing the present and future purchasing power for those who hold it.
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  	STRADDLE 

A combination of a put and a call, which grants to the holder the right to require the marker, within a specified time, to purchase and/or sell a specified security at a stipulated price.
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  	STRAIGHT LIFE INSURANCE

Whole life insurance on which premiums are payable for life.
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  	STRAIGHT PAPER

Generally, all classes of unsecured notes, acceptances, and bills of exchange.
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  	STRAP

An option position consisting of the purchase of more calls than puts although all have the same exercise price and exercise date, the trade reflecting the expectation of an increase in price volatility and the expectation that the price of the underlying instrument is more likely to rise than to fall; to put currency in packages, by denomination, in specific amounts, face up, the bills are fastened with money straps imprinted with the total within the package with different color printing used for different total amounts, also called money bands.
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  	STRAPS

Stated-rate auction rate cumulative preferred stock.
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  	STRATEGIC PLANNING

Establishing the basic philosophy and direction of the organization, factors considered include the organization's mission, goals, and objectives, resources available to the entry competition, technological changes, and the marketplace.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	STREET

A popular name for the New York financial district.
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  	STREET BROKER

A broker not belonging to any stock exchange who buys and sells unlisted securities for clients.
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  	STREET CERTIFICATE

Stock certificates that have been transferred in blank and are negotiable by delivery without further endorsement or transfer upon the books of the company.
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  	STREET IMPROVEMENT BONDS

A subclassification of municipal or special assessment bonds issued for the purpose of paving or repairing streets and if special assessment bonds, the obligation of the taxpayers whose property is benefited.
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  	STREET NAME

A term used to refer to securities held in the name of brokers, or their nominees, instead of being registered in the customer's name.
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  	STRIKE PRICE

An option's exercise price.
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  	STRINGENCY

A period in which credit is tight and borrowers are experiencing difficulty in procuring funds.
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  	STRIPPED BONDS

A coupon bond that has its remaining coupons and principal payments sold off as separate financial instruments.
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  	STRIPPED GOVERNMENT SECURITIES

A type of zero coupon bond representing longterm Treasury bonds "stripped" of semiannual interest coupons by an investment banker who resells these coupons and an interest in the principal payments.
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  	STRIPS

Separate trading of registered interest and principal of securities, the U.S. Treasury's acronym for zero-coupon instruments derived from selected long-term notes and bonds.
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  	STRUCTURAL UNEMPLOYMENT

Individuals who have involuntarily left a job as a result of a decrease in the long-term demand for products in that particular industry.
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  	STRUCTURED FINANCE

A form of financing based on assigning cash-flow priorities from a pool of underlying assets, associated with bankruptcy proceedings and federal lawsuits.
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  	STRONG CURRENCY

Currency that is rising relative to other nations' currencies.
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  	STUB

In general, a counterfoil or part of abound set of printed, blank forms, e.g., checks, stock certificates, receipts, and the like, that may be detached from the main portion by tearing at the perforation, essentially a memorandum containing essentially the same information as the main form, and is retained as a part of the permanent records of a business or individual.
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  	STUDENT LOAN MARKETING ASSOCIATION

A private corporation created by the Education Amendments of 1972, amendments to the Higher Education Act of 1965, to expand funds available for student loans by providing liquidity to banks, educational institutions, and other lenders engaged in the guaranteed loan program; popularly known as Sallie Mae.
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  	SUBCULTURE

A social group within an identifiable segment of the culture.
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  	SUBDIVISION

The division of a lot, tract or parcel of land into two or more lots, tracts, parcels, or divisions of land for sale, development, or lease.
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  	SUBJECT TO CHECK

Payable on demand, referring to that type of bank account or deposit in which the depositor retains the right to withdraw funds immediately and without notice to the bank, by means of check, applicable to all commercial checking accounts.
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  	SUBLEASE 

The leasing of property by a lessee (the sublessor) to a new lessee (the sublessee).
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  	SUBORDINATED DEBENTURES

A type of debenture in which the provisions for subordination agreement in its indenture renders the claim of such subordinated debentures, in the event of liquidation, dissolution, bankruptcy, or reorganization, junior to present or future debt, defined as senior thereto.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SUBORDINATION

The substitution to another
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  	person in the place of the creditor, the person so substituted succeeds to all the rights of the original creditors, all debts owing to the creditor becoming payable to the substituted person; a subordinated note in which the person to whom it is payable has substituted another person as successor to his or her rights therein.
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  	SUBPOENA

A court order to appear in court as a witness at a specific time and place subject to penalties under the law.
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  	SUBSCRIBER

One who subscribes for a certain number of shares of stock, or a certain amount of bonds, either by entering his or her name on a subscription list or by making some other agreement to purchase.
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  	SUBSCRIPTION

An offer to purchase stocks or bonds, given to a corporation, or its authorized trustee or representative, by a subscriber; an offer to purchase that can usually be revoked by the subscriber until accepted.
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  	SUBSCRIPTION AUCTION

A form of bond or note auction in which the issuer specifies the coupon rate, maturity, and price in advance.
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  	SUBSCRIPTION WARRANT

An instrument entitling the stockholders of record to rights, or subscription privileges; a certificate issued by a corporation specifying the amount of stock and the terms and conditions under which each stockholder is entitled to subscribe to new shares that the corporation is about to issue, representing the legal evidence of the ownership of subscription rights and which are assignable.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SUBSEQUENT EVENTS 

An event that occurs between the balance sheet date and the date of issuance of the annual report.
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  	SUBSIDIARY

An organization or legal entity with a specified portion of the voting stock held directly or indirectly by the parent company or which is otherwise capable of being controlled by the parent company.
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  	SUBSIDIARYCOINAGE

Coins manufactured from metals other than the standard metal.
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  	SUBSIDIARY COMPANY

A corporation controlled by another corporation through partial or complete stock ownership of the voting class of security, interlocking directorate, lease, or community of interest.
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  	SUBSIDIARY LEDGER

Books of accounts that provides supporting debits and credits on individual balances, the total of which is reported in a general ledger account, including subsidiary ledgers of accounts receivable, accounts payable, plant assets, and others.
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  	SUBSIDY

Governmental financial assistance given to designated public enterprises operating under private management, including airlines, railroads, and others, to encourage such industries, which otherwise might go undeveloped or remain inadequately developed.
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  	SUBSTANCE OVER FORM

An accounting concept that states when a conflict exists between the economic substance and the legal form of transactions and events, information concerning the economic substance of the transaction or event is considered more relevant, reliable, and representationally faithful than legal form.
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  	SUBSTANDARD ASSETS

Low quality assets; an asset inadequately protected by the current sound worth and paying capacity of the obligor or of the collateral pledged, if any; assets that have a well-defined weakness or weaknesses that jeopardize the liquidation of the debt, characterized by the distinct possibility that the institution will sustain some loss if the deficiencies are not corrected.
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  	SUBSTITUTION EFFECT

An important theoretical premise upon which the law of demand is based, that holds that for two products, A and B, which are substitutes, as the price of product A falls, with the price of product B unchanged, the quantity demanded for product A will increase in part because individuals substitute out of the relatively higher-priced product B into the now relatively lower-priced product A.
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  	SUCCESSFUL-EFFORT ACCOUNTING

An accounting method used in oil and gas operations that capitalizes such costs as exploration, drilling, and lease rentals associated with establishing the location of a natural resource only when the effort results in the discovery of a natural resource while costs associated with unsuccessful wells are expensed, as contrasted with the full-cost method of capitalizing the costs associated with all wells, both successful and unsuccessful.
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  	SUE

To initiate civil proceedings in law.
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  	SUITABILITY

An obligation of brokers to limit their investment recommendations and purchases of securities on behalf of customers to those securities that are appropriate for the customers.
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  	SUMMONS

A formal notice or command to appear in court as a defendant.
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  	SUNK COST

A cost that has already been incurred and is irrelevant to the decision-making process.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SUPERDOT

An electronic order routing system by which member firms transmit market and limit orders in NYSE-listed securities directly to the specialist post where the securities are traded on the member firm's booth.
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  	SUPERFUND ENVIRONMENTALTAX 

A tax enacted to assist in paying for certain governmental actions in environmental matters.
	

	

	















 

  	
  	
  	
  



	




	Page 224

	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SUPER NOW ACCOUNT

An account authorized for depository institutions starting January 1983 that is a combination of a NOW account (negotiable order of withdrawal) and a money market deposit account (MMDA), having a minimum initial and average balance as prescribed, no interest rate ceiling except when the average balance falls below $2,500, and a seven-day notice of withdrawal may be required.
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  	SUPER REGIONAL BANK

A very large nonmoney center bank that owns banks in more than one state.
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  	SUPPLEMENTARY CAPITAL

A regulatory concept of bank capital that includes permanent capital instruments, such as cumulative perpetual preferred stock and perpetual subordinated debt, maturing capital instruments, and a limited amount of general valuation loan loss allowances.
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  	SUPPLY CURVE

A graphic devise to illustrate that price and quantity supplies are positively related and that a higher price is needed to provide the financial incentive for producers to make more of their product available, assuming all else remains constant.
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  	SUPPLY MANAGEMENT POLICIES 

Economic management policies that focus on enhancing economic growth by creating new employment opportunities and improving resource efficiency.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SUPPLY-SIDE ECONOMICS 

The school of economics that developed in the U.S. in the late 1970s and early 1980s, emphasizing supply instead of demand in economic analysis, and particularly the disincentive effects of high taxes upon productivity, investment, and growth.
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  	SUPPORT

The active sponsorship of a single security, or a group of securities, by a syndicate, dealer group, individual speculators, or other special interests, to prevent further decline in a particular stock, group of stocks, or the entire market.
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  	SUPPORT AND RESISTANCE LEVELS 

A price level that a stock or the market has difficulty in breaking through on the downside (support level) and on the upside (resistance level).
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  	SUPPORT TRUST 

A trust in which the trustee pays the beneficiary only as such as is required to educate and support the beneficiary.
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  	SURCHARGE 

An amount that a fiduciary is required by court decree to make good because of negligence or other failure of duty; a fee or extra charge made on those who make purchases with a credit card instead of cash.
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  	SURETY

A guarantor; a person or company that agrees to answer for the debt or performance of another in case of default; suretyship, a guaranty or security protecting a person against loss in case of default in the payment of a debt.
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  	SURETYSHIP

An agreement in a credit arrangement that requires that one party (surety) will answer for the acts or omissions of a second party (principal) in some fashion for a third party (obligee), including, in a broad sense, contracts of guarantors, indemnitors, and endorsers, involving three persons: the principal debtor, the creditor, and the surety or guarantor.
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  	SURETY BOND

A three-party instrument, involving the principal, the obligee or assured, and the surety, that guarantees the acts of others for a consideration associated with the insurance of the faithful conduct of employees handling money or valuable papers.
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  	SURETY COMPANY

A company that guarantees the acts of others for a consideration, such the insurance of the faithful conduct of employees handling money or valuable papers, guaranteeing any losses that may result from dishonesty, defalcation, and embezzlement.
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  	SURPLUS

The portion of profits of a business for the current accounting period in excess of all costs, expenses, interest charges and available for carrying forward into the next accounting period; the accumulated or undivided profits of past periods left invested in the entity; earned surplus; a part of the capital structure of a bank.
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  	SURPLUS RESERVE

The amount of a bank's reserve (held in a Federal Reserve bank if a member bank, or in its own vault or legal depositories if a nonmember bank) in excess of the legal reserve requirement; more commonly known as excess reserves; an equity reserve that represents an earmarked portion of surplus or retained earnings and is not specifically allocated for any purpose.
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  	SURRENDER VALUE

In connection with insurance policies, the cash sum that the insurance company agrees to pay the holder who exercises the option of surrender, a value that increases in proportion to the number of premiums paid and the growth of the policy reserve.
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  	SURROGATE COURT

The name given in some states to the court having jurisdiction over probate of wills, administration of intestacies, supervision over executors and administrators, guardianships, and other activities; a probate court or an orphan's court.
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  	SURVEILLANCE SYSTEMS

Equipment used to monitor the bank's activities and to help discourage crime, such as cameras and closed-circuit television.
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  	SUSHIS

Eurobonds issued by Japanese entities
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  	that do not count against limits on holdings of foreign securities.
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  	SUSPENDS PAYMENTS 

Meaning that a bank has been closed by order of the supervisory authorities, that a public officer has been appointed to take it over, or that it ceases or refuses to make payment in the ordinary course of business.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SUSPENSE ACCOUNT

A general ledger account used to hold over unposted items until they can be processed.
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  	SUSPENSION

The termination of a business due to insolvency or bankruptcy; the temporary closing of a bank that, though in a solvent condition, desires to liquidate a part of its assets to be in shape to meet the demands of creditors; prohibiting members of a stock exchange from exercising their rights as members for a stated period for violating certain rules of the exchange.
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  	SWAP

A financial transaction in which two counterparties agree to exchange streams of payments over time according to a predetermined rule, normally used to transform the market exposure associated with a loan or bond borrowing from one interest rate base or currency of denomination to another; the exchange of one asset or liability for a similar asset or liability for the purpose of lengthening or shortening maturities, or raising or lowering coupon rates to maximize revenue or minimize financing costs.
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  	SWAPTION 

An option on a swap, written on interest rate swaps, currency swaps, commodity swaps, and equity swaps.
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  	SWEEP ACCOUNT

A service provided by a depository financial institution to invest on an overnight basis all, or a portion, of a customer's idle balances.
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  	SWEETENING A LOAN 

A Wall Street expression meaning to place additional securities on deposit to margin a loan after security values have declined, to keep the margin intact or to strengthen the margin.
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  	SWIFT

A message writing system that connects worldwide participating banks primarily for the purpose of communicating payment information.
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  	SWINDLE

The act of cheating and defrauding with deliberate artifice and cunning, often resulting from a transaction where one party obtains the delivery, under a pretended contract, of the property of another, with the felonious intent of appropriating it to one's own use; destroying or impairing the rights of another person who is entitled to the same.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SWINDLING

The selling of doubtful or worthless securities through misrepresentation and similar scams.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SWITCHING

The process of transferring one's interest to another security or commodity because the prospects appear to be more attractive, to increase one's income, or to strengthen one's position.
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  	SYMMETRIC DISTRIBUTION

A distribution with the same shape on both sides of the median.
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  	SYNDICATE

In general, any joint venture; a temporary association of parties for the financing and execution of some specific business project, e.g., an underwriting syndicate representing a group of investment banking houses or broker-dealer firms.
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  	SYNDICATED LOANS

Loans participated in by multiple banks and other institutions where the overall credit involved exceeds an individual lender's legal lending or other limits, and where one bank in the syndicate usually acts as agent for the other institutions.
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  	SYNDICATION

A combination of closely interconnected firms formed to undertake a particular venture, such as underwriting the issuance of securities.
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  	SYNDICATION DEPARTMENT

In investment banking, underwriting, and syndication, a department responsible for assembling the underwriting syndicate and for helping to select the selling group in cooperation with the issuing firm.
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  	SYNERGY

The act of working together considered to produce positive results, often referred to when business combinations are being considered.
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  	SYNTHETIC INSTRUMENTS

Two or more transactions that have the effect of a financial instrument, for example, a fixed-rate bond combined with an interest rate swap resulting in a synthetic floating rate instrument.
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  	SYSTEM

A comprehensive entity or whole consisting of interconnected parts, such as a banking system, computer system, and information system.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SYSTEMATIC RISK

Market risk due to price fluctuations that cannot be eliminated by diversification.
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  	SYSTEMATIC SAMPLING

Selection of every kth item, starting from a random point.
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  	SYSTEMATIC WITHDRAWAL PLAN 

A plan that allows a shareholder to make systematic withdrawals of a fixed number of dollars of shares from a mutual fund offered by many open-ended funds.
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  	T
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  	T-ACCOUNT

A ledger summarizing the assets and liabilities of an accounting entity; a record showing the change in financial statement items resulting from a transaction or event.
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  	TAFT-HARTLEY ACT

The Labor-Management Relations Act of 1947, which amended the Wagner Act of 1935, that prohibited certain unfair labor practices by labor unions.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	TAIL

In Treasury auctions, the difference between the average bid and the stop out bid.
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  	TAKE AND PAY CONTRACT

An agreement in which one party guarantees to purchase an agreed-upon amount of a product, provided it is delivered.
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  	TAKE-BACKMORTGAGE

A loan by the seller of the property who agrees to take the mortgage in order to facilitate the sale.
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  	TAKE OR PAY CONTRACT 

A contract in which a purchaser agrees with a seller to pay specified minimum payments even if delivery of the products or services is not taken.
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  	TAKEOUT LOANS

In construction loans, loans usually having maturities of not to exceed 60 months made to finance the construction of industrial or commercial buildings, the permanent financing covered by a valid and binding agreement entered into by financially responsible lender to advance the full amount of the bank's loans upon completion of the building.
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  	TAKEOVER

The acquisition of one business enterprise by a person, a group, or another business, accomplished by buying the assets of the business and/or enough equity issues with voting power to control the management of the firm, which may be friendly or hostile.
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  	TALON

In general, the portion of a bond that remains after all coupons have been removed, which may have value depending upon the nature of the bond.
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  	TANGIBLE ASSETS

Physical or material assets, e.g., real estate, buildings, machinery, and cash, as distinguished from intangible assets.
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  	TANGIBLE CAPITAL

Core capital less most intangible assets, such as purchased mortgage servicing rights.
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  	TANGIBLE CAPITAL RATIO 

A regulatory and supervisory capital standard imposed under FIRREA that requires that tangible capital must equal at least 1.5% of total assets.
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  	TAPE TRADING

Reading the stock market tape that serves as a short-term method of forecasting stock movements, often used by professional traders.
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  	TARGET AREA

Deteriorating low and moderate income neighborhoods designated under the Community Development Program for Revitalization, by means of blight removal, housing rehabilitation, new construction, public improvements, and public service programs.
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  	TARGET COMPANY

A company selected as an attractive candidate for an acquisition, merger, or consolidation.
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  	TARGETED MARKET

A market segment selected as desirable for promotion and development purposes, such as an up scale market, ability to compete, capacity to serve.
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  	TARGET EXAMINATION

A mini- or selective examination.
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  	TARGET PRICING

Setting price at a level that will produce a certain share of a targeted market.
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  	TARIFF

A schedule of charges for services or merchandise; a schedule of freight or passenger tariff rates; the statues under which duties on imports are imposed.
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  	TARIFF ACT OF 1930 

Approved June 17, 1930, also known as the Smoot-Hawley Tariff, which was considered a highly protective tariff.
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  	TAX ABATEMENT

A decrease of a tax improperly imposed.
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  	TAXABLE INCOME

The excess of taxable revenues over tax deductible expense and exemptions for the year as defined by the governmental taxing authority.
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  	TAX AND LOAN ACCOUNT

An account in which the operating cash of the U.S. Treasury is maintained in the Treasury's accounts with the Federal Reserve banks and branches and in tax and loan accounts in approved depositories authorized to maintain such accounts.
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  	TAX ANTICIPATION OBLIGATIONS

Obligations issued by a governmental unit to provide funds for current expenditures until taxes or other revenues due can be collected.
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  	TAX AVOIDANCE 

Legal efforts by a taxpayer to arrange tax-related transactions and affairs so as to reduce one's tax liabilities.
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  	TAX BASE

The value of an asset or object upon which a tax is levied.
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  	TAX CERTIFICATE

A document or certificate of the purchase of property at a tax sale that is given by the officer making the sale and is evidence of the holder's right to receive a deed to the land if it is not redeemed within a period of time specified by law.
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  	TAX COMPLIANCE

The completion of a tax return accurately and on a timely basis.
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  	TAX COURT

A legislative court under Article I, Section 89, Clause 9 of the Constitution the function of which is to review deficiencies assessed by the commissioner for income, estate, or gift taxes.
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  	TAX CREDIT

An amount subtracted from a taxable entity's tax liability to arrive at the total tax liability, the credit reducing the taxpayer's liability dollar for dollar in contract with a tax deduction that reduces taxable income upon which the tax liability is calculated.
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  	TAX DEED

A deed given upon a sale of real property for the nonpayment of taxes, the deed conveying the title of the property to the purchaser at a tax-sale.
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  	TAX DODGE

An illegal attempt to avoid taxes.
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  	TAX EQUITY AND FISCAL RESPONSIBILITY ACT OF 1982 (TEFRA)

A major tax whose objective was to reduce budget deficits and maintain the supply-side incentives provided for in the Economic Recovery Act of 1981 (ERTA).
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  	TAX EQUIVALENT YIELD

The yield that an investor would have to earn on taxable investments to earn as much as on tax exempt bonds, computed as follows:
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  	Tax-equivalent yield = Tax-exempt yield 
[image: e763e28844caca4e67e72e4e1dc5d2a5.gif][image: e763e28844caca4e67e72e4e1dc5d2a5.gif][image: e763e28844caca4e67e72e4e1dc5d2a5.gif](1 - tax bracket)
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  	For combined effective federal/state tax rates (for a purchases of bonds or funds with bonds issued in his or her home state):

State rate x (I-federal rate) = Effective
[image: e763e28844caca4e67e72e4e1dc5d2a5.gif][image: e763e28844caca4e67e72e4e1dc5d2a5.gif][image: e763e28844caca4e67e72e4e1dc5d2a5.gif][image: e763e28844caca4e67e72e4e1dc5d2a5.gif]state rate 

Effective state rate + federal rate = Combined effective federal/state tax rate
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  	TAXES 

Compulsory payments imposed by a sovereign for public purposes, classified as direct and indirect taxes, levied on the basis of two broad principles: the benefit principle and the ability-to-pay principle.
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  	TAX EVASION

Illegal activities that are designed to reduce the tax liability.
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  	TAX-EXEMPT BONDS

Bonds or other instruments that are exempt from one or more bonds, typically state and municipal issues.
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  	TAX-EXEMPT INTEREST 

The interest earned on tax-exempt securities not includable in a taxpayer's gross income for federal income tax purposes.
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  	TAXFLATION 

The hybrid term coined to refer to the impact of both higher income taxes and inflation.
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  	TAX-FREE BONDS 

Tax-exempt bonds.
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  	TAX HAVEN 

A country or municipality that provides low tax rates and other tax provisions that serve as incentives for individuals or other tax entities to accumulate capital or income therein to reduce, eliminate, or conceal such items that otherwise would be taxed in the home country.
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  	TAX INCIDENCE

The point at which the burden of a tax ultimately rests.
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  	TAX INVESTING

An investing strategy in which the tax consequences are the major consideration.
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  	TAX LIEN 

A statutory lien obtained by a government upon the property of a person charged with taxes, binding the property either for the taxes assessed upon the specific property or forall the taxes due from the individual, and which can be foreclosed for nonpayment, by judgment of a court or sale of the land.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	TAX LOOPHOLE 

An unjustified discrimination or exemption from tax; legal method of reducing tax liabilities, commonly referred to as tax avoidance.
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  	TAX MULTIPLIER

A change in taxes that has a multiplied impact on the economy, the multiplier quantifies what the impact will be.
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  	TAXPAYER COMPLIANCE MEASUREMENT PROGRAM (TCMP)

An enforcement procedure used by the internal revenue service to ensure that taxpayers are in compliance with the law and regulations; the program used in a line-by-line audit of taxpayers selected on a stratified random sample.
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  	TAXPAYER IDENTIFICATION NUMBER (TIN)

A number represented by a nine-digit number with no alphabetic characters, usually an individual's social security number or an employee identification number, that enables interest and dividend reporting for tax compliance and information reporting requirements by banks and other institutions.
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  	TAXPAYER'S BILL OF RIGHTS

Rights of a taxpayer to be treated fairly, professionally, promptly, and courteously by Internal Revenue Service employees.
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  	TAX REFORM ACT OF 1986 

A major tax law that attempted to simplify and neutralize the tax system and be more conducive to economic growth.
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  	TAX RELIEF BONDS

Tax anticipation obligations.
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  	TAX RESEARCH

Search for the best available
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  	solution to an actual or proposed tax problem.
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  	TAX SHELTER

An investment at risk to acquire something of value, with the expectation that it will produce income and reduce or defer taxes and that its ultimate disposition will result in the realization of gain.
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  	TAX SHIELD

A device for protecting income from taxation, such as depreciation; the tax saved because of the tax deductibility of an expenditure.
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  	TAX TREATIES

Treaty agreements that the United States and other nations enter into when dealing with tax and other matters.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	T-BILLS 

Treasury bills.
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  	t-DISTRIBUTION

A test of the significance of the sampling error.
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  	TECHNICAL ANALYSIS

In analysis of stock prices, the system and analytical approach of relying exclusively upon price and volume data, for deriving trends and formations that will lead to conclusions as to present market position and possible future market action for the market as a whole, for stock groups, and for individual stocks.
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  	TECHNOCRACY

Rule by technologists or technocrats.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	TECHNOLOGICAL CHANGE 

Technology changing over time, including not merely physical tools but also the whole social processes.
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  	TECHNOLOGICAL UNEMPLOYMENT

A term coined to refer to individuals displaced by technology, e.g., by automation.
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  	TEFRA

Tax Equity and Fiscal Responsibility Act of 1982.
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  	TELLER 

A bank employee who in one capacity or another transacts business with customers over the window, e.g., the paying and receiving tellers.
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  	TELLER CHECK

A draft a bank has drawn upon a different bank, commonly used by thrift institutions.
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  	TELLER OPERATIONS

All the activities pertaining to the teller function in a bank, including basic teller operations supervisors such as staffing, training, operating procedures, performance review, control of cash, cash items, cash differences, customer referrals, customer complaints, and mechanical equipment and physical facilities.
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  	TELLER PROOF

Control of teller's balances and cash posting performed daily for internal control purposes.
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  	TELLER'S STAMP

The rubber identification stamp used by a teller.
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  	TELLER'S STATION OR WINDOW

''A location in a banking office at which bank customers routinely conduct transactions with the bank which involve the exchange of funds, including a walk-up or drive-in teller's station or window." Regulation P, 12 CFR 216.1 (f)
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  	TEMPERANCE

Moderation; amoral virtue that moderates a person's appetites according to one's needs as judged by right reason.
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  	TEMPORAL ARBITRAGE

A form of arbitrage across time, involving buying an asset for immediate delivery and selling it for later delivery to exploit a price discrepancy between the cash price and the forward price.
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  	TEMPORARY BONDS

Bonds issued as temporary certificates for permanent or definitive bonds and that differ from temporary receipts in that they contain the same complete recitals that appear on the permanent forms and are not merely acknowledgments of payment and promises of delivery.
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  	TENANCY

An interest in land based on relationships, e.g., a tenancy in common, joint tenancy, tenancy in the entirety, and others.
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  	TENANCY AT SUFFERANCE

A tenancy established when a tenant wrongfully holds over after expiration of a lease without direct consent of the landlord but is allowed to stay.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	TENANCY AT WILL

A tenancy created when a tenant holds over or occupies real estate with permission for an indefinite period.
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  	TENANCY BY THE ENTIRETY

In law, the particular type of tenancy created in real estate granted or devised to husband and wife, where no express words indicate the creation of a different estate, each has the right to an undivided half in the real estate subject to the tenancy, and in the event of death of either, the right of survivorship enables the survivor to take the whole.
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  	TENANCY FOR YEARS

A tenancy created by a lease for a fixed term.
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  	TENANCY IN COMMON 

In law, the type of tenancy or estate created when real or personal property is granted, devised, or bequeathed to two or more people, in the absence of express words creating a joint tenancy, so that if the people are husband and wife and the property is real estate, a tenancy by the entirety will automatically arise, unless there are express words creating a joint tenancy or tenancy in common.
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  	TENANCY IN SEVERALTY

Ownership of property by one person alone.
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  	TENANT

A person who is entitled to a terminable interest in the possession, enjoyment, or occupation of an estate, such as for life, for years, from year to year, at will, or by sufferance.
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  	TENDER

Bid; to present for acceptance; the act of offering unconditionally to a claimant or creditor, in satisfaction of the claim, the sum of money or property considered to be due and owing; unconditional offer to perform
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  	on a contract; payment or delivery of an asset due a creditor.
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  	TENDER OFFER 

A formal offer to purchase a specified amount of stock at a set price; in takeovers of control of target companies by acquisitive companies, the invitation to stockholders of the target company to tender their shares for a specified price per share, usually at a premium over prevailing market prices as an incentive, subject to a maximum number of total shares to be accepted on the tenders and subject to a given time period for the tenders.
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  	10-K

The annual report filed by reporting companies with the Securities and Exchange Commission within 90 days after the close of the fiscal year that provides information disclosures of material facts concerning the company, typically requiring the cooperation of the firm's officers, attorneys, and auditors.
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  	TENNESSEE VALLEY AUTHORITY

The largest federal power agency, originally created by the Tennessee Valley Authority act of 1933.
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  	TENOR

In negotiable instruments, the length of time specified in a note or draft between date of issuance or date of acceptance of a time draft and maturity date.
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  	10-Q 

A quarterly financial report required by the SEC.
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  	TERM 

The period or duration of a contract, estate, note, acceptance, time draft, bill of exchange, or bond.
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  	TERM BONDS

Bonds of the same issue maturing on the same date.
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  	TERM FEDERAL FUNDS

Federal funds (reserve balances of institutions at district Federal Reserve banks) sold (lent) for periods of time longer than the customary overnight usage.
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  	TERMINABLE BONDS

Bonds that have a fixed compulsory maturity, as distinguished from indeterminate or perpetual bonds.
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  	TERM INSURANCE

Life insurance payable to a beneficiary only when an insured dies within a specified period.
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  	TERM LOANS

Intermediate credit of a capital nature extended by commercial banks and the larger life insurance companies and finance companies to firms unable or unwilling to run the risk of capital market underwriting for new capital for such purposes as an increase in working capital or in the purchase of equipment or other fixed assets, characterized by regular periodic amortization of a fixed principal amount, occasionally followed by a large balloon final maturity.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	TERM STRUCTURE OF INTEREST RATES

The relationship between short- and longterm interest rates at a particular time on debt securities that are fundamentally similar except for maturity.
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  	TERRITORIAL BONDS

Bonds issued by Hawaii, the Philippines, and Puerto Rico while these issuers still had territorial status.
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  	TESTAMENT

Now largely supplanted by the term will.
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  	TESTAMENTARY TRUST

A trust created by a will.
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  	TESTATOR 

One who makes a will.
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  	TESTATRIX

A woman who makes a will; feminine form of "testator."
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  	TEST NUMBER

A code number or word prefixed or appended to cable transfers by banks and foreign exchange dealers in order to ensure the authenticity of the message.
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  	TEXAS PREMIUM

A premium paid for deposits in financially weak Texas and other southwest S&Ls during the late 1980s, when the thrift industry was in serious financial difficulty.
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  	THEFT 

A crime involving the wrongful taking and carrying away of goods or property belonging to another; larceny.
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  	THEORY

A hypothesis that has been successfully tested by its ability to predict accurately and to explain; a systematic statement of principles that serves as a foundation and explanation for underlying phenomena, usually the product of deductive or inductive approaches.
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  	THETA

The rate at which the price of an option changes because of the passage of time.
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  	THIN MARKET

An inactive or illiquid market associated with a small volume of trading.
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  	THIRD MARKET

The dealer market in large blocks that developed off the board in listed stocks, as a result of the growing institutionalization of the security markets.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	THIRD MORTGAGE 

A mortgage placed upon property already encumbered with a first and second mortgage and which is relatively rare.
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  	THIRD MORTGAGE BONDS

Bonds secured by a mortgage upon property already encumbered with an issue of first and second mortgage bonds, representing a third lien upon the assets and earnings of the issuing corporation.
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  	THIRD PARTY

A party who is not a direct participant to a contract but is affected by it, e.g., a real estate agent; a lender who was not the originating party in a loan or mortgage transaction.
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  	THREADNEEDLE STREET

The street in London on which several banking institutions, including the Bank of England, are located; a popular name for the London banking district.
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  	THREE Cs OF CREDIT

Character, capacity,
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  	and capital, which bankers traditionally use to analyze credit.
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  	THREE-NAME PAPER

Notes, bills of exchange, bank and trade acceptances-usually some form of commercial paper-with three signatures responsible for payment and representing separate interests.
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  	THRIFT DEPARTMENT

A savings department operating in connection with state banks and trust companies in those states where the banking laws prohibit the use of the term "savings" when advertising or soliciting such accounts.
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  	THRIFT DEPOSITOR PROTECTION OVERSIGHT BOARD

An instrumentality of the United States government responsible for the general oversight of the Resolution Trust Corporation (RTC) and the Resolution Funding Corporation (REFCORP), created by the Financial Institutions Reform, Recovery, and Enforcement Act of 1989 (FIRREA).
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  	THRIFT INDUSTRY 

Savings banks and savings and loan associations whose primary function is obtaining retail deposits to invest in residential mortgage loans and real estate development activities.
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  	THRIFT INSTITUTION

Depository institutions other than commercial banks, e.g., savings banks, savings and loan associations, and credit unions; a general term often used for mutual savings banks, savings and loan associations, and credit unions.
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  	THRIFT INSTITUTIONS ADVISORY COUNCIL

A council established following the passage of the Monetary Control Act of 1980 to provide information and views on the special needs and problems of thrifts, comprised of representatives of saving banks, savings and loan associations, and credit unions.
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  	THRIFT SOCIETY

An association of employees in a business institution formed for the purpose of promoting habits of thrift among them by receiving their savings and investing them more profitably than would be possible in a savings bank.
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  	TICK

A reference to a minimum change in price up or down.
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  	TICKER

The popular name given to the high speed printing telegraph that carries reports of transactions on the floor of an exchange into the offices of subscribers.
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  	TICKET DAY

Settlement day.
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  	TICKLER

A maturity index; a book in which the maturity dates of notes, discounts, acceptances, bonds, and sometimes dividends, interest payments, and the like are journalized to serve as a reminder to the bank or brokerage house that these instruments will need attention at some future date.
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  	TIER I CAPITAL

Core capital or basic equity that serves as a buffer against losses; the sum of equity capital and disclosed reserves as adjusted, representing one element of risk based capital, used in computing capital adequacy.
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  	TIER 2 CAPITAL

Undisclosed reserves, revaluation reserves, general provisions and general loan loss reserves, hybrid debt-equity instruments, and subordinated term debt available to absorb losses, as used in computing capital adequacy.
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  	TIGHT MONEY

The condition when credit is difficult to obtain, even though high-quality collateral is offered and high interest rates are prevalent.
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  	TIGRs

Treasury investment growth certificates.
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  	TILL MONEY

Money for use at the counter, as distinguished from that kept as reserve in the vault or deposited with other banks.
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  	TIME BILLS 

Bills of exchange that are payable to order at a specified time.
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  	TIMECERTIFICATEOF DEPOSIT

As defined by the Federal Reserve System, a deposit evidenced by a negotiable or nonnegotiable instrument that provides on its face that the amount of such deposit is payable to the bearer or to any specified person or to his or her order (1) on a certain date, specified in the instrument, not less than 30 days after the date of the deposit; or (2) at the expiration of a certain specified time not less than 30 days after the date of the instrument; or (3) upon notice that is required to be given in writing not less than 30 days before the date of repayment; and (4) in all cases, only upon presentation and surrender of the instrument.
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  	TIME DEPOSITS

Deposits other than time certificates of deposit or savings deposits, with respect to which there is in force a written contract with the depositor that neither the whole nor any part of such deposit may be withdrawn, by check or otherwise, prior to the date of maturity, which shall be not less than 30 days after the date of deposit, or prior to the expiration of the period of notice that must be given by the depositor in writing not less than 30 days in advance of withdrawal.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	TIME DRAFT 

A signed, written document in which the drawer instructs the drawee to pay a specified sum to a payee either on a definite date or at a specified time period after demand.
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  	TIMELINESS

Having information available to a decision maker before it loses its capacity to influence decisions
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  	TIME LOAN

A loan that becomes payable on a future specified date and that is not terminable at the option of either borrower or lender before that time.
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  	TIME LOCK

A mechanical contrivance for pre-
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  	venting the opening of the door of a vault, even though the combination is worked, before the hour set for opening by adjustment of the attached clock.
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  	TIME MONEY

Money loaned for a definite period and payable on a specified future date, as distinguished from call or demand money.
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  	TIME PAPER 

All forms of notes, acceptances, bills, and drafts maturing on a specified future date, as contrasted with paper payable on demand.
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  	TIME SERIES ANALYSIS

Data classified and analyzed according to time intervals, particularly useful in identifying the components of time series-trends, cycle, season, and irregular.
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  	TIMES-INTEREST-EARNED RATIO 

Ratio of income from operations to interest expense, that measures the number of times that operating income can cover interest expense; the interest-coverage ratio.
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  	TIME-SHARING 

A procedure whereby several people use computing systems or services on the same hardware; a form of property ownership for a stated period of time, along with other owners, often used in resort property promotions.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	TIME TO RUN

The number of days elapsing between the date of discount and the maturity of a note.
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  	TIME UTILITY

The usefulness that a commodity or service has at a point in time.
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  	TIME VALUE

The imputed monetary value of an option reflecting the possibility that the price of the underlying instrument will move so that the option will become more valuable.
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  	TIME VALUE OF MONEY

The concept that a future sum of money is of less value than the same dollar amount today, because money today will increase to a larger sum through investments and interest.
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  	TIN

Taxpayer identification number.
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  	TIN PARACHUTE

Generous severance benefits for ordinary employees, used as a poison pill in takeovers, as contrasted with golden parachutes for top level officials.
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  	TITLE

The evidence of a person's right to or ownership in a piece of property.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	TITLE CLOSING

The actual transfer of title to property.
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  	TITLE COMPANY

Title insurance company.
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  	TITLE DEED 

The documentary evidence of a person's ownership of a piece of real estate.
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  	TITLE DEFECT

Claim against property that clouds the title and prevents a clean title.
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  	TITLE EXAMINER

A person or firm trained in examining public land records to determine if the present owner has good title.
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  	TITLE GUARANTY

Title insurance.
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  	TITLE INSURANCE

A contract by which the insurer, usually a title insurance company, for a consideration agrees to indemnify the insured for a specific amount against any loss which may arise through the appearance of defects of title to real estate wherein the latter has an interest as purchaser, mortgagee, or otherwise.
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  	TITLE INSURANCE COMPANY

A company, usually operated in conjunction with a mortgage company, that examines titles to real estate, determines their status at law, and insures their validity to interested persons, whether owners, purchasers, or lenders, whether or not the insuring company makes a loan on such property.
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  	TITLE I LOAN

An FHA loan that is a second mortgage loan.
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  	TITLE II LOAN

An FHA loan that is a first mortgage loan.
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  	TOKEN MONEY

All coins being issued in the United States that do not have the intrinsic value called for by their nominal value.
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  	TOLERANCE

Allowance made for the deviation of a metal or product from the specifications as to weight and fineness prescribed by statute, contract, or otherwise.
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  	TOMBSTONE

An advertisement used by underwriting syndicates that outlines a public sale of securities.
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  	TOO-BIG-TO-FAIL POLICY

A reference to a policy of the Federal Deposit Insurance Corporation that protects all depositors of very large banks on the presumption that not to do so would be disastrous to the economy, following the collapse of the Continental Illinois National Bank and Trust Company in 1984.
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  	TOPOGRAPHY

The contours of the surface of a site.
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  	TORONTO STOCK EXCHANGE

Founded in 1852, the most important securities market in Canada.
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  	TORRENS SYSTEM OF LAND TITLE REGISTRATION

A system under which an owner of land may apply for a certificate of title to be used by the registrar of the county, named after Sir Robert Torrens, who, as land commissioner and registrar general, established the system in Australia in 1858, the certificate being similar to a ledger page in a title book in the registrar's office, upon which all the facts with regard to the title of the particular piece of ground affected are entered.
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  	TORT

A violation of an individual, non-contractual right, for which the law provides a remedy, usually classified as intentional and nonintentional, and then subdivided according to the general nature of the plaintiffs injury, e.g., physical violence or action, of-
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  	fensive or disturbing words, personal injury or property damage, disturbance of plaintiff mentally or emotionally, and other violations.
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  	TOTAL CAPITAL

The sum of Tier I and Tier 2 capital reported on call report schedule RCR.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	TOTAL COST

The sum of total variable costs and total fixed costs, representing the expenditures of an organization.
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  	TOTAL QUALITY MANAGEMENT (TQM) 

A management process that calls for the continuous re-examination of procedures and processes to identify and correct the causes of shortages, delays, and defects and to lead to an overall improvement of quality in the production and delivering of goods and services, involving a 100 percent commitment from 100 percent of the employees, a policy stressing customer service, product quality, and cost controls.
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  	TOTAL RETURN

The return on an investment including dividends and interest as well as the net capital appreciation or depreciation; on bonds, the yield to maturity.
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  	TOTTEN TRUST 

An inter vivos trust created when a bank depositor deposits funds in an account as trustee for a designated beneficiary; a revocable trust, but on death of the depositor, an absolute trust arises.
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  	TRACEABLE COSTS

Outlays that can be traced to a particular product, service, department, or activity.
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  	TRADE ACCEPTANCE

A bill of exchange drawn by the seller (drawer) on the purchaser of goods sold and accepted by such purchaser (drawee); a bill of exchange drawn to order, having a definite maturity and payable in dollars is the United States, the obligation to pay which has been accepted by an acknowledgment, written or stamped, and signed across the face of the instrument by the company, firm, corporation, or person upon whom it is drawn, such agreement to be to the effect that the acceptor will pay at maturity, according to its tenor, such draft or bill without qualifying conditions.
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  	TRADE ASSOCIATION

An association of the units in a single line of business for mutual aid and protection of common interests, such as the American Bankers Association, Mortgage Bankers Association of America, Bank Administration Institute, and many others.
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  	TRADE CREDITOR

A person, firm, or corporation to which a business is indebted for purchases on open account or as evidenced by its notes payable.
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  	TRADE DEFICIT

The excess of imports over exports.
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  	TRADE DISCOUNT

A deduction from the published list price allowed to the trade, as distinguished from a cash discount, having the purpose to permit manufacturers and merchants dealing in commodities with frequent and wide price fluctuations to adjust the fixed price as published to current market quotations.
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  	TRADE EXPANSION ACT OF 1982

Federal legislation empowering the President to negotiate certain tariff reductions, or to grant them on the basis of reciprocal trade agreements.
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  	TRADEMARK

Any word, name, symbol or device, or any combination thereof, adopted and used by a manufacturer or merchant to identify his or her goods and distinguish them from those manufactured or sold by others, registered by the U.S. Patent and Trademark Office; counted, arbitrary, fanciful or suggestive marks, usually called technical marks, that can be registered on the principal register and a trademark that is merely descriptive of goods or their regional origins, or is primarily a surname, is placed on the supplemental register; a mark consisting of any trademark, symbol, label package, configuration of goods, name, word, slogan, phrase, surname, geographical name, numeral, or device, of any combination of any of the foregoing, by which the market is capable of distinguishing the applicant's goods or services.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	TRADE PAPER

Notes or trade acceptances given rather than money in exchange for merchandise; business paper.
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  	TRADER

A person who engages in speculation, buying and selling securities or commodities for price appreciation; a person who executes orders of others on the floor of an exchange or who, among dealers in unlisted securities, maintains a position or inventory in assigned stocks and engages in buying and selling operations in such stocks.
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  	TRADE REPRESENTATIVE, OFFICE OF UNITED STATES

A federal office of the Special Representative for Trade Negotiations created by Congress in the Trade Expansion Act of 1962 to negotiate trade agreements on behalf of the United States and to administer the trade agreements program under the Tariff Act of 1930 and the Trade Expansion Act of 1962, a cabinet-level agency within the executive office of the president.
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  	TRADE SURPLUS 

The excess of exports over imports for a nation.
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  	TRADING

Taking positions in financial instruments or commodities to earn a profit from either a change in prices (speculation) or a discrepancy in relative values (arbitrage); proprietary trading done for an investment bank's own account; institutional trading
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  	undertaken for the benefit of institutional clients of the bank or on a profit-sharing or management fee basis.
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  	TRADING ACCOUNT SECURITIES

Securities acquired with the intention of selling them within a short period of time, as opposed to investment account securities, whereby a bank's trading department's activities are typically kept separate from its other investment activities and departments.
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  	TRADING AREA

Geographic area from which customers are drawn.
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  	TRADING METHODS

The bases for payment and delivery for transactions in stock on the New York Stock Exchange: (1) cash, for delivery on the same day, (2) regular way, for delivery on the fifth full business day following the day of the transactions, and (3) seller's option, wherein the seller may deliver from 6 days to not more than 60 days from the day of the transaction, at his option, giving notice to the buyer one business day in advance.
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  	TRADING ON THE EQUITY

The practice of using borrowed money at fixed interest rates or issuing preferred stock with constant dividend rates with the expectation of obtaining a higher rate of return on the money used than the interest or preferred dividends paid; leverage.
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  	TRADING UNIT

The unit of trading on the New York Stock Exchange which is 200 shares for active stocks, 20 shares for inactive stocks.
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  	TRANCHE

A French word meaning slice or portion; as applicable to collateralized mortgage obligations (CMOs), CMOs may have from 3 to 17 (or more in some cases) tranches or payment streams of cash flows redistributed sequentially to a number of different "tranches," the pools ranging in size from $50 million to $1 billion; one of a related series of security issues that have different cash flows, strike prices, expiration dates, and yields.
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  	TRANSACTION

In law, the act of transacting or conducting any business, negotiations, or agreement between two or more people whereby a cause of action or alteration of legal rights occurs, and can include selling, borrowing, leasing, mortgaging, lending, and other activities; in accounting, the sources or causes of changes in assets, liabilities, and equity, involving the transfer of something of value (future economic benefit) between two or more entities; an external event involving transfer of something of value between two or more entities, such as a stock or investing transaction.
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  	TRANSACTION ACCOUNT

A checking account or similar account from which transfers can be made to third parties, as defined by the Federal Reserve System, such as demand deposit accounts, negotiable order of withdrawal accounts ( NOW), automatic transfer service accounts (ATS), and credit union share draft accounts at banks and other depository institutions.
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  	TRANSACTIONAL FINANCE 

Financing that takes into consideration both transaction costs and the cost of information.
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  	TRANSACTION COSTS

Costs of implementing an investment strategy including commissions, fees, execution costs, and opportunity costs.
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  	TRANSACTION HEDGING 

The purchase or sale of forward foreign currency with respect to specific receivables or payables and similar transactions.
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  	TRANSFER

The routine necessary to record a change of ownership of stock or registered bonds, involving a cancellation of the old certificate and issuances of a new one.
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  	TIMES-INTEREST-EARNED RATIO

Ratio of income from operations to interest expense, that measures the number of times that operating income can cover interest expense; the interest-coverage ratio.
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  	TRANSFER AGENT

An agent of a corporation who processes transfer of its stock or bonds from one owner to another, also known as a registrar.
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  	TRANSFER BOOK

The stock transfer ledger in which changes of ownership in stock are recorded, containing the names, alphabetically arranged, of all persons who are stockholders of the corporation, their places of residence, the number of shares held, the time when they became owners thereof, and the amount paid thereon.
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  	TRANSFER IN BLANK

The transfer or assignment of a stock certificate to another person by the person whose name is registered on its face through delivery to the person who has bought it, without inscription of the name of the person to whom it has been sold on the back of the certificate where the form of assignment is printed.
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  	TRANSFER ITEM

An item that cannot be fully processed through a teller's cage.
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  	TRANSFER OFFICE

The office of the stock transfer agent designated by a corporation to handle transfers of its stock, or, where no agent is designated, the office of the corporation itself which handles the work.
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  	TRANSFER OF MORTGAGE

The assignment of one interest in a mortgage by either the mortgagor (borrower) or the mortgagee (lender).
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  	TRANSFER PAYMENTS

An amount of money that an individual receives from the federal government as a grant, in which case the
	

	

	















 

  	
  	
  	
  



	




	Page 234

	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	money is literally transferred from the government to individuals.
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  	TRANSFER PRICING

The price established for transactions within an entity among themselves; the value placed upon goods or services transferred between profit centers of a decentralized company.
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  	TRANSFER RISK 

A risk that arises when borrowers incur debt denominated (to be settled) in the currencies of other countries; a component of country risk.
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  	TRANSFERS

Delivery of funds and other items from bank to bank by various means including wire, mail, and cable.
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  	TRANSFER TAX 

A tax imposed upon the transfer of ownership of stocks and bonds in a secondary market, usually paid by affixing, and canceling, stamps to the certificates or other documents evidencing the transfer of ownership.
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  	TRANSIT

The collective description of those items drawn on banks other than the collecting bank itself.
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  	TRANSIT CLERK

A bank clerk who has charge of the collection of out-of-town cash items.
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  	TRANSIT DENSITY 

The average dollar amount of non local items per document in a given group of items.
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  	TRANSIT DEPARTMENT

The department of a bank that collects checks and other items drawn on out-of-town banks.
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  	TRANSIT ITEMS

Checks and other cash items in the process of collection.
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  	TRANSIT LETTER

A letter or deposit slip addressed to a Federal Reserve bank or other bank acting as collecting agent, containing a list of the enclosed out-of-town checks to be collected for, the proceeds to be remitted to the sending bank.
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  	TRANSITROUTING NUMBER

The nine-digit number contained in the MICR line of each check that identifies the paying bank.
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  	TRANSLATION

The conversion of the assets, liabilities, and operating items of a foreign branch or subsidiary from stated amounts of foreign currency into U.S. dollars.
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  	TRANS-LUX

Movie projector equipment used principally for market quotations by stock and commodity exchanges and brokerage firms; sometimes called the movie ticker.
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  	TRANSMISSION

The processing of data within the information system and communicating the information to users (decision makers).
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  	TRANSPORTATION, DEPARTMENT OF 

A federal department having the purpose of developing national transportation policies and programs conducive to the provision of fast, safe, efficient, and convenient transportation at the lowest cost consistent therewith.
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  	TRANSPOSITION

The reversal of two or more digits in a figure, writing 105 instead of 150.
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  	TRAVELER'S CHECKS 

International checks; more technical, a modified form of a traveler's letter of credit, not drawn on any specified bank or banks, but payable at practically all banks throughout the world and guaranteed by some well-known institution, that furnishes a convenient and safe currency for travelers and may be purchased at all principal banks for cash at a customary cost; "An instrument for the payment of money that is drawn on or payable through or at a bank, is designated on its face by the term 'traveler's check' or by any substantially similar term or is commonly known and marketed as a traveler's check by a corporation or bank that is an issuer of traveler's checks, provides for a specimen signature of the purchaser to be completed at the time of purchase, and provides for a countersignature of the purchaser to be completed at the time of negotiation." Regulation CC, 12CFR229.2 (hh)
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  	TRAVELER'S LETTER OF CREDIT 

A letter issued by a domestic bank introducing the bearer to its correspondents in a foreign country and instructing such correspondents to honor drafts, up to a specified limit, drawn by the bearer, usually in the currency of that country, issued for the convenience of foreign travelers and answer the same purpose as travelers' checks.
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  	TREADWAY COMMISSION 

The National Commission on Fraudulent Financial Reporting, named after its chairperson, former SEC Commissioner James C. Treadway, organized in 1985 to develop recommendations for fraudulent financial reporting, recommending that all public companies establish audit committees; that the independent auditor's responsibility for the detection of fraudulent financial reporting should be increased, especially for the detection of errors and irregularities; that auditors should use analytical procedures in all audit engagements to detect fraudulent financial reporting; that the auditor's report should clarify the role and responsibilities of the independent auditor and describe the extent to which the auditor has reviewed and evaluated the internal control structure, and other matters.
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  	TREASURER

An officer of a business or other enterprise responsible for assuring that the entity has the financial resources required to conduct its activities and including functions associated with the custody of cash, banking, investing, insurance, and financing.
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  	TREASURER'S CHECK

A check drawn by a state-charterd bank on itself.
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  	TREASURE TROVE

Coin, plate, or bullion found hidden in the earth, buildings, or other places, the owner of which is unknown, with
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  	title to treasure trove passing to the state.
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  	TREASURY

A place where the funds and securities of the government, corporation, or other entity are kept; the Department of the Treasury.
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  	TREASURY BILL

T-bills representing debt obligations of the U.S. government that mature in one year or less, sold at discount so that the return to the investor is the difference between the purchase price of the bill and its face or par value.
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  	TREASURY BILL FUTURES 

Future contracts relating to 90-day U.S. Treasury bills on the Chicago Mercantile Exchange, the Commodity Exchange, Inc. of New York City, and the Chicago Board of Trade.
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  	TREASURY BITES, FOREIGN-TARGETED

Treasury notes sold only to foreign institutions or to foreign branches of United States financial institutions, who certify that, as of the date of issuance, the notes are not being acquired for, or for offer to resell to, a United States person, until after a specified waiting period, issued in book-entry form.
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  	TREASURY BOND

A long-term obligation of the U.S. government.
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  	TREASURY CURRENCY OUTSTANDING

A technical term referring to the total of currency and coins issued by the U.S. Treasury currently existing outside of the Treasury and Federal Reserve System.
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  	TREASURY DIRECT

A method of buying and selling government securities allowing one to purchase Treasury bills, notes, and bonds at any of the regularly scheduled Treasury auctions by opening an account under the Treasury Direct system instead of going through a broker, bank, or securities dealer.
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  	TREASURY NOTES 

Interest-bearing obligations of the U.S. government with intermediate maturities of not less than one year or more than two years, issued in denominationsof $1,000, $5,000, $10,000, $100,000, and $1,000,000, issued in book-entry form.
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  	TREASURY, SECRETARYOFTHE

The cabinet officer who has general supervision, management, and control of the Treasury Department and the bureaus under that department, including the Bureau of the Mint, the Bureau of Alcohol, Tobacco, and Firearms, the Bureau of Government Financial Operations; the Federal Law Enforcement Training Center, the Bureau of Engraving and Printing, the Bureau of Public Debt, the Internal Revenue Service, the Office of the Comptroller of the Currency, and the U.S. Secret Service, statutorily charged with the preparation of plans for the improvement and management of the public revenue and support of the public credit; the prescription of forms for keeping and rendering all public accounts and the making of returns; the issuance of all warrants for moneys to be paid from the Treasury pursuant to legal appropriations; the submittal of an annual report to Congress upon the condition of finances, the publication the first of each month of the last preceding weekly statement of the Treasury; and in general, the performance of "all such services relative to the finances as he shall be directed to perform."
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  	TREASURY SECURITIES 

Interest-bearing and non-interest bearing obligations of the U.S. government issued by the Treasury as a means of borrowing money to meet government expenditures not covered by tax revenues and forother purposes, including marketable securities such as Treasury bills, Treasury notes, Treasury bonds, and foreign targeted Treasury notes and non-marketable issues including United States Savings Bonds and securities offered to specific investors.
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  	TREASURY STOCK

A corporation's own capital stock that has been fully paid for by stockholders, legally issued, reacquired by the corporation, and held by the corporation for future reissuance (the reacquisition of which reduces shareholders' equity). The shares are not considered an asset of the corporation, but are reacquired to meet employee stock compensation contracts or merger needs, to increase earnings per share by reducing the shares outstanding, to make a market in the stock, and for other purposes.
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  	TREASURY TAX AND SAVINGS NOTES

Treasury notes first offered in 1941 to serve as media for the payment of taxes and were of interest to large taxpayers for investment of tax reserves pending payment of taxes, no longer being issued or outstanding.
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  	TREHANDANSTALT

Germany's 1990policy for privateering its former Communist East, under which plan Germany placed a list of requirements on closing deals that resulted in the making of many conditional gifts.
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  	TREND

The direction that the economy or market is taking over an extended period of time; long-term movement in a time period.
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  	TRENDLINE

In charting, a line drawn across the bottom or top of a price chart indicating the direction or trend of price movement, e.g., if up, the trendline is called bullish; if down, it is called bearish.
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  	TRIAL

Examination before a judicial tribunal leading to a determination of the innocence or guilt of the defendant according to due process.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	TRIAL BALANCE

A schedule of a ledger compiled to determine whether or not debits equaled credits; a list of all the ledger ac-
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  	counts with their balances.
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  	TRIAL OF THE PYX

An annual ceremony required by the British coinage laws for the purpose of testing the weight and fineness of gold and silver coins to see that the coinage laws are being complied with, the pyx being a box in which specimen coins made at the mint are preserved and the test being conducted by a jury consisting of the Goldsmiths' Company, summoned by the chancellor, performed largely as a perfunctory ceremony; in the United States, an analogy would refer to the annual trial of the coins by the annual Assay Commission.
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  	TRILLION

In the United States, one followed by 12 zeros; in Great Britain and Germany, one followed by 18 zeros.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	TRIPLE WITCHING HOUR

A situation that occurs on four days each year when stock index futures, stock-index options, and equity options all expire-the third Friday of March, June, September, and December often marked by extreme volatility in the market.
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  	TRIPWIRE PROVISIONS

Goals and procedures covering safety and soundness standards for operations and management, financial strength, and employee compensation for insured depository institutions and depository institution holding companies used by banking agencies and reflecting and codifying the current industry "best practice" and the agencies' own basic examiner guidelines.
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  	TROUBLED DEBT RESTRUCTURING

A debt restructuring in which the creditor, because of the debtor's financial difficulties, grants a concession to the debtor at a point earlier than the scheduled maturity, often including a transfer of assets or equity interest from a debtor to a creditor in full settlement of a debt or a modification of terms, such as interest rate reductions or maturity date extensions.
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  	TROVER

An legal procedure available for the recovery of the value of personal property wrongfully converted by another to his or her own use.
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  	TROY WEIGHT

A system of weights, used by the Mint, jewelers, and apothecaries.
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  	TRUNCATION 

A system under which only a monthly statement is sent to the bank depositor who drew the checks by the bank on which the checks were drawn, without the canceled checks.
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  	TRUST 

A popular name for a business combination controlling a large number of operations or a combination of business enterprises for the purpose of eliminating competition; a fiduciary relationship in which one person is the holder of the legal title to property, subject to an equitable obligation to keep or use the property for the benefit of another; an estate devised or granted in confidence that the devisee or grantee shall convey it, or dispose of the profits, at the will of or for the benefit of another; an estate held for the use of another; a legal entity established by a person (the grantor, settlor, testator, or trustor) either while living or through a will at death, in which the grantor transfers legal title to property, known as the trust corpus or principal, to the trustee, who manages the corpus for the benefit of named beneficiaries and distributes income and corpus according to the instructions in the trust instrument or according to state law.
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  	TRUSTACCOUNT

A general term used to cover all types of accounts in a trust department, including estates, guardianships, and agencies, as well as trusts proper.
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  	TRUST ADMINISTRATOR 

A person employed by a trust institution who handles trust accounts in the sense of having direct contacts and dealings with trust customers and beneficiaries.
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  	TRUST COMPANY

A corporation organized for the purpose of taking, accepting and executing such trusts as may be lawfully committed to it, acting as trustee in the cases prescribed by law, receiving deposits of money, and other personal property, and issuing its obligation therefor, and lending money on real and personal securities; a corporation organized for the purpose of accepting and executing trusts, acting as trustee under wills, bond issues, registrar of bonds and stocks, executor or administrator of estates, etc., although by law and practice trust companies may do general banking business, but do not issue currency.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	TRUST COMMITTEE

A committee of directors or officers or both of a trust institution charged with general or specific duties relating to its trust business.
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  	TRUST DEPARTMENT

The department of a bank that engages in trust work or exercises fiduciary powers.
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  	TRUST DEPOSITS

Deposits that are made by one person as trustee for another person, made under trustee account agreements executed in advance and subject to the terms and conditions of such agreements.
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  	TRUSTEE

A person or corporation to whom a trust is committed, such as an individual, trust company, or trust department of a bank; the person who holds legal title to property placed in trust and is responsible for administering the property for the benefit of the trust beneficiary or beneficiaries.
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  	TRUSTEESHIP 

The fiduciary relationship between trustee and beneficiary wherein a
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  	trustee holds investment company of the fixed trust type, representing an interest in the securities held under the trust.
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  	TRUST ESTATE

An estate the equitable title to which belongs to one person, but the legal title, possession, and management of which are entrusted to another person or corporation as trustee, the income of such an estate belonging to the equitable owner, the beneficiary.
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  	TRUST FUND INVESTMENTS

Authorized investments of a trustee determined by the instructions of the settlor (creator of the trust).
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  	TRUST FUNDS

Funds that have been placed in the possession of an individual or corporate trustee in accordance with a trust agreement, trust deed, or will or, in the absence of specific instructions, according to the law of the state.
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  	TRUST INDENTURE ACT

An act originally approved in 1939 requiring that bonds, debentures, notes and similar debt securities offered for public sale, except specifically exempted issues, be issued under an indenture that meets the requirements of the act and has been duly qualified by the Securities and Exchange Commission.
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  	TRUST INSTRUMENT

The formal document that creates a trust and contains the powers and authority of the trustee and the rights of the beneficiaries, such as a deed in trust or a formal declaration of trust.
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  	TRUST INTER VIVOS

A voluntary trust or living trust.
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  	TRUST OFFICER

The manager of a trust department in a bank or trust company; the official in charge of the trust business, empowered to sign instruments, including checks, and to commit the institution, but only in connection with the trust business.
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  	TRUSTOR

The settlor; the person who creates a trust.
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  	TRUST RECEIPT

A contract or trust agreement between a bank and its debtor-borrower that is temporarily substituted for other collateral securing an advance, the object being twofold: to evidence the delivery of certain property to the debtor-borrower by the lending bank and to obtain acknowledgment of the legal title to such property in the lending bank.
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  	TRUST RES

The trust property that the trustee holds for the benefit of the beneficiaries.
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  	TRUST UNDER AGREEMENT 

A trust evidenced by an agreement between the settlor and the trustee.
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  	TRUST UNDER WILL

A trust created by a valid will, to be operative only on the death of the testator; a testamentary trust.
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  	TRUTH IN LENDING SIMPLIFICATION AND REFORM ACT

Title VI of the Depository Institutions Deregulation and Monetary Control Act of 1980, that requires that the consumer be informed about the annual percentage rate and finance charges on bank transactions and that other disclosures be made to simply consumer-related financing and borrowing transactions.
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  	TRUTH IN LENDING SIMPLIFICATION AND REFORM ACT 

Title VI of the Depository Institutions Deregulation and Monetary Control Act of 1980, that provides for the simplification of rules relating to disclosure of credit information, the reduction in number of technical disclosures placed on creditors, clarification and limitation of remedies against creditors, and the strengthening of administrative enforcement of Truth in Lending requirements.
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  	TRUTH IN SAVING ACT 

An act to require the clear and uniform disclosure of (1) the rates of interest that are payable on deposit accounts by depository institutions, and (2) the fees that are assessable against deposit accounts, so that consumers can make a meaningful comparison between the competing claims of depository institutions with regard to deposit accounts.
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  	TURNKEY 

An arrangement under which a contractor develops a building or project for sale when completely ready for occupancy or operation.
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  	TURNOVER

The number of times that assets (such as inventory and accounts receivable) are sold or replaced on the average during the period which provides a measure of how efficiently management uses its assets; a measure of activity as expressed by a ratio.
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  	12b-a FUND

A Securities and Exchange Rule 12-b fund allows mutual funds to take out up to 1.23 percent of average daily fund assets each year to cover the costs of selling and marketing shares.
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  	TWENTY PERCENT RULE 

The practice of some banks of requiring that borrowing customers maintain average deposit balances equal to about 20 percent of borrowings to insure a safe liquid position.
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  	TWO-CENT PIECE

In the United States, coinage of the two-cent piece was discontinued in 1864.
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  	TWO DOLLAR BROKER

A floor broker on the New York Stock Exchange who executes orders for other exchange members and member firms, the term derived from the former charge of $1 for purchasing or sell ing 100 shares of a stock.
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  	TWO-NAME PAPER

Notes, bills of exchange, and trade and bankers acceptances with two signatures, each representing separate interests responsible for payment.
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  	ULTIMATE BENEFICIARY

In a trust, the beneficiary who receives the final distribution of principal and who is the principal beneficiary or remainderman, as compared with the income beneficiary or intermediate beneficiary.
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  	ULTRA VIRES ACTS 

Literally, beyond the powers; acts of a corporation beyond its charter powers (express, implied, and incidental) and statutory powers, deemed to be null and void, and unenforceable.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	UMBRELLA LIABILITY POLICY

An insurance contract that provides bodily injury and property damage liability insurance in excess of the limits of liability of specified liability policies.
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  	UNAMORTIZED DISCOUNT AND PREMIUM

That portion of the original bond discount or premium or the excess of the face value of securities over the amount paid that has not been written off against or to earnings by the amortization process.
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  	UNBUNDLING

The process of separating the components of a product or service into unique sub-products so that the customer can purchase only those components considered necessary.
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  	UNCALLED CAPITAL 

The balance of subscription liability on capital stock of a corporation, subject to payment therefor pursuant to calls specified in the subscription contract.
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  	UNCERTAINTY

A situation in which a decision maker does not have information about the outcomes of an action.
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  	UNCLAIMED BALANCES

Bank balances that have remained dormant without deposits or withdrawals over a long period of time; inactive or dormant accounts.
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  	UNCOLLECTED ITEMS

An account that appears among the assets in the weekly statement of the Federal Reserve System, representing the amount of items in the process of collection but not yet collected for member banks.
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  	UNCONSCIONABLE AGREEMENTS

A requirement of the Uniform Commercial Code that requires that contracts between a bank and its depositors shall be performed in good faith.
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  	UNCOVERED SALE

The sale of a security without an underlying security.
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  	UNDERGROUND ECONOMY 

The shadow, hidden, subterranean, irregular economy where goods and services-some illegalare produced but not reported.
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  	UNDERLYING

A reference to an index, asset, or reference rate whose price changes determines the value of a derivative.
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  	UNDERLYING BONDS

Prior lien bonds; senior bonds; bonds secured by a mortgage lying closer to the ground than other issues secured by junior liens on the same property; bonds secured by a first mortgage, or at least by a mortgage having priority over other mortgages on the same property.
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  	UNDERLYING LIEN

A right to retain property given as security until the claim against it has been paid that underlies or is prior to others.
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  	UNDERLYING MORTGAGE

A mortgage constituting a prior lien over other mortgages on the same property.
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  	UNDERSTANDABILITY

The quality of information that enables users to perceive its significance.
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  	UNDERVALUE AND OVERVALUED SECURITIES

Stocks or bonds that are priced below or above what is a reasonable or normal value as related to underlying net assets, earning power, or other securities that may offer opportunities for profitable investment.
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  	UNDERWRITER

An insurer; a person or company that undertakes any kind of insurance contract for a compensation; a person or company that underwrites an issue of securities; any person who has purchased from an issuer with a view to, or sells for an issuer in connection with, the distribution of any security, or participates or has a direct or indirect participation in any such undertaking, or participates or has a participation in the direct or indirect underwriting of any such undertaking, but such term shall not include a person whose interest is limited to a commission from an underwriter or dealer not in excess of the usual and customary distributors' or sellers' commission.
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  	UNDERWRITING

The act or process by an underwriting syndicate of guaranteeing the sale of an issue of securities by purchasing it at a stated price from the issuing corporation or governmentality; the process by which a life insurance company determines whether
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  	or not it can accept an application for life insurance, and if so on what basis.
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  	UNDERWRITING SPREAD

The difference between the offering price to the public and the proceeds to the issuer in a securities underwriting agreement, representing the gross spread or underwriting discount.
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  	UNDESIGNATED CITIES

Cities not designated as reserve cities by the Board of Governors of the Federal Reserve System.
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  	UNDIVIDED INTEREST

Interest and principal not divided or segregated.
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  	UNDIVIDED PROFITS

The name of an account to which current net earnings or profits are credited; unappropriated profits; retained earnings.
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  	UNEARNED INCREMENT

Enhancement in the value of property arising from the growth of population and not from improvements effected therein by the owner.
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  	UNEARNED INTEREST AND DISCOUNT

A deferred income account set up to reflect interest or discount paid in advance but not yet earned; a liability account that, when the interest or discount is fully earned, becomes a nominal account and is closed out to the profit and loss account.
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  	UNEARNED REVENUE

A liability created when a business collects cash from customers in advance of doing work for the customer; deferred revenue.
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  	UNEMPLOYMENT INSURANCE

Federal state program of insurance for individuals who become unemployed, compensation being paid for designated periods of time.
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  	UNEMPLOYMENT TAX 

Payroll tax paid by employers to the government, that uses the money to pay unemployment benefits to people who are out of work.
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  	UNENCUMBERED 

Free from all claims and debts, such as mortgages, liens, judgments, and other obligations.
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  	UNFAIR AND DECEPTIVE CREDIT PRACTICES ACT

An act intended to prevent lenders from taking unfair advantage of consumers, it being the intent of congress to stop unethical practices and to require financial institutions to treat the consumer with honesty and integrity.
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  	UNFUNDED DEBT 

Floating debt; short-term debt; indebtedness not represented by funded (long-term) debt.
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  	UNIFIED CREDIT

A credit available to offset federal estate and gift tax liability.
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  	UNIFORM ACT 

Model acts prepared for purpose of standardizing state laws governing various activities, such as negotiable instruments, commercial activity, credit, etc.
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  	UNIFORM BANK CALL REPORT

A report required by regulatory authorities of national banks, state banks that are members of the Federal Reserve System, and insured state nonmember banks; typically a report of condition and income.
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  	UNIFORM BANK PERFORMANCE REPORT

A report developed by the Federal Financial Institutions Examination Council that is used as an analytical tool for bank supervisory, examination, and management purposes.
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  	UNIFORM COMMERCIAL CODE

A comprehensive codification and modernization of commercial law (excluding law dealing with real property), that was offered to the various states with the objective of achieving greater uniformity in commercial laws.
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  	UNIFORM CONSUMER CREDIT CODE

A standardized code developed by the Commissioners on Uniform State Laws in 1968 that deals with truth in lending; establishes rate ceilings; treats referral sales and doorto-door sales, fine-print clauses, creditor's remedies, deficiency judgments, garnishments, certain credit transactions, and other areas.
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  	UNIFORM GIFT TO MINORS ACT 

An act that provides a method of transferring property to minors providing that each parent, or grandparent can give each child up to $10,000 a year without any federal gift tax consequences.
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  	UNIFORMITY

Not varying or changing; a function of comparability.
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  	UNIFORM NEGOTIABLE INSTRUMENTS LAW

A uniform code providing for the legislative effects of negotiable instruments.
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  	UNIFORM PARTNERSHIP ACT

Legislation adopted by most of the states governing the formation, operation, and dissolution of partnerships in the United States.
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  	UNIFORM PROBATE CODE 

A document prepared by the National Conference of Commissioners on Uniform State Laws that provides guidelines for estate and trust administration.
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  	UNIFORM SMALL LOAN LAW

A standardized code dealing with consumer credit activities, such as interest charges, size of loans, licensing of lenders, loan and lender supervision, and other matters.
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  	UNIFYING MORTGAGE BONDS

Bonds issued for the purpose of combining several issues of bonds into on issue supported by a single-blanket mortgage intended to simplify a company's finances.
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  	UNISSUED STOCK 

Stock that has been authorized to the corporation by its certificate of incorporation or certificate of capital changes but is as yet unissued.
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  	UNIT BANK 

A bank that has no branches and operates independently out of one building in a state having unit banking law.
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  	UNIT OF ACCOUNT 

The standard of monetary value.
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  	UNITED NATIONS

An international organization that was established in accordance with the charter of the United Nations drafted by governments represented at the Conference on International Organization meeting at San Francisco in 1945 having the purpose to maintain international peace and security; to develop friendly relations among nations; to achieve international cooperation in solving international problems of an economic, social, cultural, or humanitarian character and in promoting respect for human rights; and to be a center for harmonizing the actions of nations in the attainment of these common ends, having a General Assembly, Security Council, Economic and Social Council, Trusteeship Council, International Court of Justice, and Secretariat.
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  	UNITED STATES BANKS

U.S. banks and foreign branches of banks chartered and headquartered in the U.S. (including U.S. chartered banks owned by foreigners) but excluding U.S. branches and agencies of foreign banks.
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  	UNITED STATES BONDS

Long-term, marketable types of direct obligations in the U.S. government's debt structure, which may be issued with any maturity but in practice are issued with maturities of over ten years.
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  	UNITED STATES BUDGET

The budget of the federal government that is the result of a joint effort of the executive and legislative branches of government.
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  	UNITED STATES COURTS OF APPEALS

Intermediate appellate courts created by act of March 3, 1891, to relieve the Supreme Court of considering all appeals in cases originally decided by the federal trial courts, empowered to review all final decisions and certain interlocutory decisions of district courts and to review and enforce orders of many federal administrative bodies. subject to discretionary review or appeal in the Supreme Court.
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  	UNITED STATES DEPOSITORIES 

Federal Reserve banks and branches and 16.000 authorized commercial financial institutions that provide the various departments and agencies of the U.S. government with banking and financial services.
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  	UNITED STATES DISTRICT COURTS 

Trial courts of general federal jurisdiction.
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  	UNITED STATES GOVERNMENT FUND 

A mutual fund that invests in a variety of government securities such as U.S. Treasury Bonds, federally guaranteed mortgage backed securities, and other government notes.
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  	UNITED STATES GOVERNMENT SECURITIES

Securities that are obligations of the United States government and represent a debt that legally constituted federal authorities promise to pay on stated maturity dates.
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  	UNITEDSTATESHOUSINGACTOF1937

An act that created the public housing program.
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  	UNITED STATES INTERNATIONAL TRADE COMMISSION

A federal commission having responsibilities related to the Tariff Act of 1930, the Anti-dumping Act of 1921, the Agricultural Adjustment Act, the Trade Expansion Act of 1962, the Trade Act of 1974, and the Trade Agreements Act of 1979.
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  	UNITED STATES MINT

Established by act of April 2, 1792, the mint of the United States having the mission to produce an adequate volume of circulating coinage for the nation to conduct its trade and commerce, the mint also produces and sells numismatic coins, American Eagle gold and silver bullion coins, and national medals.
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  	UNITED STATES MONEY 

Currency and coin of the United States, consisting primarily of Federal Reserve notes, dollars, and fractional coins.
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  	UNITED STATES NOTES

Circulating notes created by several acts passed following the Civil War; also known as legal tender bills and ''greenbacks."
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  	UNITED STATES POSTAL SAVINGS BANKS

The postal savings system of the United States.
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  	UNITED STATES POSTAL SERVICE

An independent establishment with the Executive Branch, charged with providing patrons with reliable mail service at reasonable rates and fees.
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  	UNITED STATES RULE

A rule or formula stating that interest is computed on the unpaid balance of a debt, the payment being first applied to interest and the excess payment used to reduce the balance of the debt.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	UNITED STATES SAVINGS BONDS

Nonmarketable bonds of the United States government structured to promote the bonds as a means of increasing noninflationary increments of debt and lengthening maturities aimed at individual investors.
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  	UNITED STATES SUPREME COURT

The court representing the judicial power of the United States extending to all cases in law and equity, arising under the Constitution, the laws of the United States, and Treaties made under their authority; to all cases affecting ambassadors, other public ministers and consuls, to all cases of admiralty and maritine jurisdiction, to controversies to which the United States shall be a party, to controversies between two or more States, between a State and citizens of different States, between citizens of different States claiming lands under grants of different
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  	States, and between a State or the citizens thereof, and foreign States, citizens or subjects, created by authority of the Judiciary Act of September 24, 1789, and organized on February 2, 1790, comprised of the Chief Justice of the United States and such number of Associate Justices as may be fixed by Congress.
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  	UNITED STATES TAX COURT

An independent judicial body in the legislative branch originally created as the U.S. Board of Tax Appeals, an independent agency in the executive branch, that tries and adjudicates controversies involving the existence of deficiencies or overpayments in income, estate, gift, and generation-skipping transfer taxes in cases where deficiencies have been determined by the Commissioner of Internal Revenue and which also hears cases commenced by transferees and fiduciaries who have been issued notices of liability by the Commissioner.
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  	UNITED STATES TREASURY AND LOAN ACCOUNT 

A treasury demand deposit account maintained at the reporting depository institution through which the Treasury receives deposits (receipts), principally of federal tax payments and proceeds from the sale of savings bonds.
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  	UNITED STATES TRUSTEE

An administrative officer of the bankruptcy court, appointed by the attorney general for five year terms.
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  	UNITED STATES TRUSTEE PROGRAM

A program provide for in the Bankruptcy Reform Act of 1978 having the mission to ensure compliance with the bankruptcy laws and to supervise the administration of bankruptcy cases and trustees, leaving traditional judicial functions as the sole concern of bankruptcy judges.
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  	UNIT INVESTMENT TRUST

A fixed portfolio of securities accumulated by a sponsor and offered in units to the investor, available through the sponsor, brokerage firms, and banks.
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  	UNIT OF ACCOUNT

Money's uniform way to measure the value of goods and services, thus serving as a unit of account.
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  	UNIT OF VALUE

Monetary unit.
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  	UNIT TELLER

A teller whose responsibilities include receiving and paying activities at a bank window.
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  	UNITRUST

A charitable trust of which there is an income beneficiary who is not a charitable organization, the income beneficiary receiving annual payments based on a fixed percentage of the net fair market value of the trust's assets.
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  	UNIVERSAL COMMERCIAL CODE

A legal code drafter for the purpose of standardizing numerous state laws that affected commerce, including contracts for the sale of goods, negotiable instruments, secured transactions, and bulk sales.
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  	UNIVERSALCOMMERCIAL PAPER

Foreign currency denominated commercial paper that trades and settles in the United States.
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  	UNIVERSAL DECLARATION OF HUMAN RIGHTS

A common standard of achievement for all peoples and all nations recognizing the inherent dignity and the equal and inalienable rights of all members of the human family in the foundation of freedom, justice, and peace in the world, adopted and proclaimed by the General Assembly of the United Nations on December 10, 1984.
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  	UNIVERSAL LIFE INSURANCE

A flexible premium life insurance policy under which the policyholder may change the death benefit from time to time and vary the amount or timing of premium payments.
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  	UNIVERSAL TELLER

A bank teller who has authority to conduct all financial transactions without leaving the teller window.
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  	UNLAWFUL LOANS

Loans made by banks in violation of the banking laws, including those in excess of the maximum allowed to one borrower, loans in excess of the legal rate of interest; loans to certain persons such as bank officers, directors unless approved by a majority of the board of directors; and loans for certain purposes, such as a loan upon real estate with a second mortgage as security.
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  	UNLIMITED LIABILITY

A legal concept that each partner is liable for all partnership debts, except for limited partners of partnerships that are allowed in some states.
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  	UNLIMITED MORTGAGE 

An open-end mortgage; a mortgage that is not limited to a certain amount, but nevertheless may be restricted by the bankers who are to sell the bonds secured thereby.
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  	UNLISTED SECURITIES

Securities not admitted to registration, listing, or trading on organized securities exchanges, but traded in the over-the-counter market.
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  	UNLOAD

To offer or sell securities or commodities, usually at a relative low price, to avoid a loss before prices deteriorate due to a falling market or an expected unfavorable development.
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  	UNQUALIFIED OPINION

An auditor's opinion stating that the financial statements are presented fairly in conformity with generally accepted accounting principles applied on a consistent basis and includes all necessary disclosures, interpreted to mean that the statements fairly present the financial position, results of operations, and cash flows of the entity.
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  	UNSECURED CREDITOR 

A general creditor; a person or company that has no security or other legal claim upon specific property to satisfy a debt.
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  	UNSECURED LOAN

A loan that is granted without the requirement of collateral.
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  	UPGRADE

To increase a customer's credit limit.
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  	UPSET PRICE

Minimum asking price for property that is auctioned.
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  	URBAN MORTGAGE DEBT

Mortgage debt on non-farm property, including homes, apartment houses, office buildings, hotels, and others.
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  	USANCE 

The nonstatutory period of time fixed by mercantile usage or custom for the payment of a bill of exchange drawn in one country and payable in another.
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  	USER FRIENDLY

A computer, computer system, or software that enables users to function readily when using a computer.
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  	USURY

From the Latin, "usura," meaning enjoyment, interest, i.e., money paid for the use of money; excessive interest, particularly interest in excess of the maximum rate fixed by law.
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  	UTILITIES

An industry that provides electric and nuclear power.
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  	UTILITY

The ability of a good or service to satisfy a want, including form, place, time, and possession utility; usefulness; the value assigned to a specific outcome by a decision maker.
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  	UTILITY FUNCTION

A description of the relationship between various dollar amounts and the index used to measure the value to the decision maker.
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  	UTILITY THEORY

A major economic theory that maintains that rational individuals strive to maximize their expected utility, that risk is undesirable, and that more is marginally less per unit.
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  	UTTERING

Knowingly offering a forged or counterfeit check or counterfeit money to a person with intent to defraud.
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  	V
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  	VALEURS

The French equivalent for the term securities.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	VALIDATION

Proof or confirmation in ascertaining whether an item, procedure, or transaction conforms to policy or legal requirements.
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  	VA-LOAN

Loans made by private lenders under the Veterans Administration loan guaranty program to an eligible veteran who has available home loan entitlement that may be used to purchase a home; to purchase a residential unit in certain condominium projects; to build a house, to repair, alter or improve a home; to refinance an existing home; to improve a home by installing solar heating or other energy conservation measures; to buy a manufactured home, with or without a lot; or to buy a lot for a manufactured home the veteran already owns.
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  	VALORIZATION

The process of attempting to establish a higher market price for a commodity by governmental interference than would be obtained by free and open competition.
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  	VALIDATE

To confirm, identify, or guarantee the amount appearing on an item.
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  	VALIDATION

Proof reflecting evidence, reasoning, or judgment; confirmation, authentication; logical support to an assertion, claim, proposal, or document.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	VALIDITY

Having legal soundness or force.
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  	VALUATION

Appraisal or act of appraisement; appraised value of specified assets; the process that links risk and return to determine the worth of an asset.
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  	VALUATION ACCOUNT

A contra or reserve account; an account that is related to and offsets, in whole or in part, one or more other accounts; an account deducted from the asset to which it is related to determine a carrying or book value.
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  	VALUATION RISK

A risk that projected profit of a transaction may be innacurate.
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  	VALUE

Fair price; a proper equivalent in money, commodities, and like items for something sold or exchanged; the worth of a thin in money or goods at a certain time; market price; estimated or appraised worth or price; purchasing power; that quality of a thing according to which it is thought of as being more less desirable, useful, estimable, or important; worth; in philosophy, the standards or principles of worth (what makes something have value) and the worthy things themselves (the valuables); in finance, the present value of money or an annuity and the future value of money or an annuity reflecting the time value of money; in economics, the worth of a commodity in exchange for other commodities; the utility of some particular object or the power of purchasing other goods which the possession of that object conveys; the exchange value of one thing in terms of another at any place and time.
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  	VALUE ADDED

That portion of the selling price of a commodity or service attributable to a specific stage of production.
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  	VALUE-ADDED TAX

A tax levied on value added at each stage of production rather than only on the final selling price.
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  	VALUE DATE

The date upon which the proceeds of a check or other instrument deposited for credit become available for withdrawal, i.e., have a value.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	VALUE FUND

A mutual fund that typically invests in stocks that are cheap when measured by book value, dividend yield, cash flows, and current earnings, as contrasted with growth funds.
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  	VALUE THEORY

In economics, price theory that explains market prices and changes therein.
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  	VARIABLE

Subject to change.
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  	VARIABLE ANNUITY

A type of annuity in which all or part of the basis may be common stock investments or a cost-of-living index; a variable life income contract.
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  	VARIABLE COST

An economic input that varies with the level of production.
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  	VARIABLE LIFE INSURANCE 

Life insurance under which the benefits relate to the value of assets behind the contract at the time the benefit is paid.
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  	VARIABLE RATE

Automatic repricing, usually by changing the interest rate, at regular intervals based on a formula or contract.
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  	VARIABLE RATE CERTIFICATES OF DEPOSIT

Certificates of deposit on which the interest rate is periodically adjusted prior to their stated maturity, usually at 30, 90, or 180day intervals (coupon dates), based upon a specified market rate.
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  	VARIABLE RATE DEMAND OBLIGATIONS (VRDOs) 

A debt obligation that contains a floating or variable interest rate adjustment formula and an unconditional right of demand on the part of the holder thereof to receive payment of the unpaid principal balance plus accrued interest on a short notice period not to exceed seven days.
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  	VARIABLE RATE MORTGAGES

A mortgage on which interest rates may be changed periodically, with a maximum yearly increase, and a specified percent over the life of the mortgage.
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  	VARIANCE

 In law, an active disagreement between two parts of a legal proceeding that should agree, as between a statement and the evidence offered in support of the evidence; in statistics, the average of the squared deviations that is useful in statistical analysis, especially when a measure of dispersion is required; in accounting, the difference between actual and standard or between budgeted and actual expenditures, expenses, revenues or other variables.
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  	VATICAN BANK

The bank of Vatican City State (The Holy See) and the bank for the Roman Catholic Church, also known as the Institute for the Work of Religion, founded in 1942duringthereignof Pope Pius XII to "take charge of and to administer capital destined for religious agencies."
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  	VAULT

A secure space for the protection and storage of valuable property, including money vaults, record vaults, and storage vaults.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	VAULT CASH

Cash kept in a bank vault that can be counted as a part of required reserves.
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  	VEGA

The rate at which the option price changes because of a change in the volatility of the underlying asset, reference rate, or index.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	VELOCITY

Rate of turnover for given time periods, including transactions velocity, or rate of total money spending to money balances; income velocity, or ratio of gross national product to money supply; measures of the effects of the effective money supply upon business and credit conditions, after allowing for rates of turnover.
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  	VELOCITY OF MONEY 

The rate at which the money stock turns over each year, the sum of all final transactions during any one year being equal to gross national product.
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  	VENDEE

One to whom something is sold.
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  	VENDOR

One who sells, or who has sold, something.
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  	VENTURE CAPITAL 

Capital to provide funds for startup situations and for existing highrisk small businesses suffering from capital deficiencies but having high profit potential as emerging growth companies, especially in the various fields of high technology; seed capital.
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  	VENUE

The geographical location of a cause of an action or the scene of a crime.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	VERIFIABILITY

The ability through consensus among measures to ensure that information represents what it purports to represent or that the chosen method of measurement has been used without error or bias.
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  	VERIFY

To prove, authenticate, or substantiate; to establish the accuracy of the amount of deposit or number of bills in a strapped package and coins in a roll; as in verification, a sworn statement that one has read a document and that it is true.
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  	VERTICAL ANALYSIS

Analysis of a financial statement that reveals the relationship of each statement item to the total, which is the 100 percent figure.
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  	VERTICAL COMBINATION

A business combination between companies in the same line of business but on different levels of operations; vertical integration.
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  	VERTICAL INTEGRATION

A business combination in which a firm has some controls over inputs into its production process and/ or some control over markets to which its product is sold.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	VEST

To place or settle in the possession or control of a person or persons; to endow with powers or authority; to protect or establish by law or by right.
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  	VESTED BENEFITS

Benefits for which the employee's right to receive a present or future pension benefit is no longer contingent on remaining in the service of the employer.
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  	VESTED INTEREST

An immediate, fixed interest in real or personal property; a special interest in an existing system, arrangement, or institution for specific personal reasons.
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  	VETERANS ADMINISTRATION (VA)

An independent agency under the president that operates diverse programs to benefit veterans and members of their families, including government home loan guaranties on loans made by private lenders.
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  	VICE 

Bad or evil moral habit or practice that inclines a person to particular actions that are contrary to a person's rational nature.
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  	VIRTUE

From the Latin, meaning a force or power; a morally good operative habit; a good quality of the mind by which one lives rightly; the moral virtues of prudence, justice, temperance, and fortitude; the theological virtues of faith, hope, and charity.
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  	VIRUS

An infection entered into software that can infect the computer system much as a biological virus infects human beings.
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  	VISITORIAL POWERS

Under the Federal Reserve Act (Sec. 21), no bank shall be subject to any visitorial powers other than such as are authorized by law or vested in courts of justice, or such as shall be or shall have been exercised or directed by Congress, by either the House of Representatives or the Senate, or by any committee of Congress or of either house duly authorized, including examinations of member banks of the Federal Reserve System by the Comptroller of the Currency and the Board of Governors of the Federal Reserve System.
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  	VITAL STATISTICS

Data on births, deaths, abortions, fetal deaths, fertility, life expectancy, marriages, divorces, and other matters, compiled by the National Center for Health Statistics.
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  	V-LOAN 

A loan guaranteed through Federal Reserve banks under Regulation V of the Board of Governors of the Federal Reserve System, pursuant to the Defense Production Act of 1950; also known as defense production loans.
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  	VOID

Having no legal force or effect; lacking an element of a contract or agreement.
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  	VOIDABLE

Capable of being made void.
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  	VOLATILITY

Erratic, changeable, fluctuating, as in a market or security subject to wide price movements; the price variability of an instrument underlying an option contract, defined as the standard deviation in the logarithm of the price of the underlying instrument expressed at an annual rate.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	VOLUME OF TRADING

The number of contracts traded during a specified period of time sometimes used as a measure of stock market activity.
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  	VOLUNTARY FOREIGN CREDIT RESTRAINT PROGRAM 

Established in 1965 as a part of a government wide effort to strengthen the U.S. international balance of payments that was essentially a request that U.S. financial institutions restrain their capital outflow by limiting loans to foreigners and the acquisition of investments abroad, terminated in 1974.
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  	VOSTRO ACCOUNTS

Literally meaning" your accounts" and the antonym of "nostro" accounts; in foreign exchange bookkeeping, the accounts of foreign banks or other foreign correspondents having dollar balances on deposit with a domestic bank or other institution.
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  	VOTING POWER

The ultimate power in a corporation exercised by stockholders.
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  	VOTING TRUST

A trust created when the stockholders of a single corporation deposit their stock in the custody of designated trustees, called voting trustees, who issue stock trust certificates or voting trust certificates in exchange, the stockholders retaining all rights in their stock except voting power, which is delegated to the trustees under the terms and during the life of the voting trust agreement.
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  	VOTING TRUST CERTIFICATE

A certificate issued by voting trustees to a stockholder as a negotiable receipt for stock certificates deposited with such trustees.
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  	VOUCHER

A receipt; a receipted bill or statement; any paper evidencing a money expenditure or payment of a debt.
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  	VOUCHER CHECK

A special form of check combining the features of a formal receipt and a check, having space reserved to indicate the goods, services, or debt owing.
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  	VOUCHER DEPARTMENT

The department of a bank that cancels, verifies, files, stores, and forwards canceled checks or vouchers to the depositors who drew them, after they have been posted to the debit of depositors' accounts on the ledgers and statements.
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  	VOUCHER SYSTEM

An accounting system developed to control cash payments and promote efficiency by eliminating the special purchases journal and the accounts payable subsidiary ledger, that accounts for all payments except those from the petty cash fund.
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  	W
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  	WAGE-PRICE SPIRAL

A form of cost-push inflation.
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  	WAIVER

Voluntary renunciation or relinquishment of a legal right or advantage.
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  	WAIVER OF DEMAND

Unless excused, presentment is necessary to charge secondarily liable parties for acceptance, as called for by a draft, or if the draft is payable at a place other than the residence or place of business of the drawee, or if date of payment depends upon presentment; or for payment, to charge any endorser.
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  	WAIVER OF NOTICE 

The waiver of protest on a negotiable instrument.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	WALL STREET

The financial district of New York and, by extension, the financial interests of the United States.
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  	WARD

A minor child whose person and/ or property is under the control of a guardian.
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  	WAR DEBTS DEFAULT ACT

An act approved in 1934, that had as its main objective the prohibition of financial transactions with any foreign government in default in the payment of its obligations, or any part thereof, to the government of the United States.
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  	WAREHOUSING

The retention of a group of loans within a portfolio until an investor purchases them.
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  	WAREHOUSE CERTIFICATE

A warehouse receipt.
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  	WAREHOUSE COMPANY

A company engaged in the business of storing goods and merchandise for hire, the company having a bailee's lien on property stored for the amount of the charges, and an insurable interest in such property to the extent of charges and any advance that may have been made thereon.
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  	WAREHOUSE LOAN

A loan made against warehouse receipts, i.e., against the evidence of goods stored in a warehouse.
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  	WAREHOUSE RECEIPT

The document issued by a warehouse man representing evidence in the form of a receipt of goods stored in a warehouse, issued in either negotiable or nonnegotiable form, which, if negotiable, can serve as collateral for bank loans.
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  	WARRANT 

Tradeable instrument conferringon the holder the right to purchase from, or sell to, the warrant issuer a fixed-income security or equity stock under specified conditions for some period of time.
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  	WARRANTY

A guarantee or promise by the seller relating to some aspect of the sale, such as the quality, quantity, or title of the goods, either expressed or implied.
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  	WARRANTYDEED

A deed that transfers ownership of real property and in which the grantor guarantees that the title is free and clear of all encumbrances.
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  	WASH SALE 

A simultaneous transaction and a countervailing transaction that have the effect of eliminating the impact of the transaction; in tax law, a reference to the sale of a security when substantially identical stock is bought within 30 days before or after the sale.
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  	WASTE

Inputs that do not become a part of outputs.
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  	WASTING ASSETS 

Exhausting assets, such as mineral, oil and gas, timber, and other natural resource deposits that are reduced as they are depleted.
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  	WATCH LIST 

A list of an investment banking firm's potential clients whose securities cannot be traded by the bank's employees who are involved or potentially involved in contract negotiations or contract fulfillment.
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  	WATER BONDS

A subclassification of municipal bonds, the purpose of which is to furnish the municipality with a supply of water.
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  	WATERED CAPITAL 

Watered stock.
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  	WATERED STOCK

Stock the par value of which is in excess of the value of the net tangible assets that it represents, created by issuing stock for money or other property worth less than its par value, by giving stock away to the promoters or organizers for their services and to stockholders as a bonus, by impairment of assets through an operating deficit, and by issuing stock against a fictitious or intangible asset.
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  	WAYS AND MEANS COMMITTEE

The U.S. House of Representative's Committee on Ways and Means that drafts tax legislation, oversees customs and reciprocal trade agreements, bonded debt of the United States, deposits of pubic money, tax-exempt foundations and charitable trusts, the social security system, public assistance, and unemployment programs, with subcommittees including trade, oversight, select revenue measures, health, social security, and human
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  	resources.
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  	WEAK CURRENCY

A currency that is falling relative to other nations' currencies.
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  	WEALTH

Things of value owned; the sum total of current economic goods; the total of economic goods at any point in time, either public or private wealth.
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  	WEALTH TRANSFER TAXES

Estate and gift taxes that transfer the tax on the dispositions of property that occur as a result of the transferor's death or on lifetime transfers.
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  	WEIGHTED ARITHMETIC MEAN

A method of increasing the influence of a particular item on the average by including this item more than once in the total.
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  	WEIGHTED AVERAGE YIELD

The overall rate on a package of loans with varying interest rates.
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  	WHEN ISSUED

The method of trading in listed or unlisted securities whose issue has not been finally approved, or for which certificates or forms have not been issued or are not ready for delivery and, therefore, in which execution of contracts is contingent upon such issue.
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  	WHITE COLLAR CRIME

Crime associated with clerical or professional classes, such as antitrust violations, bribery, computer crimes, environmental crimes, extortion, mail and wire fraud, RICO offenses, securities and tax frauds, and many others.
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  	WHITE ELEPHANT

Any property that cannot be operated at a profit because the cost of operation would exceed the gross revenue; any business into which considerable capital has been invested that, because of changes in fashion or popular taste, obsolescence, or some other reason, cannot be profitably operated and could be sold only at a major loss; a term derived from the concept of the white elephant eating more than its services are worth.
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  	WHITE KNIGHT

A strategy of finding another company friendly to the target company in a takeover to acquire it before it can be acquired by the hostile aggressor corporation.
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  	WHOLE LIFE INSURANCE

Life insurance payable to a beneficiary at the death of the insured.
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  	WHOLE LOAN

A mortgage on which 100 percent interest is bought or sold.
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  	WHOLE SALE BANKS

Banks with most of their customers in the business sector.
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  	WHOLESALE FINANCING

A method of financing engaged in by sales finance companies and other financial institutions involving the financing of current wholesale purchases by distributors and dealers from manufacturers, especially of automobiles, refrigerators, radios, television sets, and other items.
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  	WHOLESALE FUNDS

Uninsured deposits, brokered deposits, and funds borrowed in the financial markets.
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  	WIDOW'S EXEMPTION

A continuance of the immunity or privilege allowed by law to a debtor during his lifetime to hold a certain amount of property free from levy or seizure in payment of debts for the benefit of a widow of a deceased debtor.
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  	WILDCAT BANKS

Banks organized under the laws of the various states in the chaotic, uncontrolled, and unsound banking period between the years 1811 and 1863, that were permitted to issue bank notes against personal notes or bonds and mortgages of resident land owners, and in many cases were organized solely for the purpose of issuing paper money rather than carrying on a deposit and loan business.
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  	WILD CAT COMPANY 

An unsound or highly speculative business venture in which the chances of success in slight, particularly a company organized to develop oil wells on leased lands before it is known positively that oil exists.
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  	WILD CAT CURRENCY

Notes issued by wild cat banks before the period of sound banking in the United States; any depreciated or worthless money.
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  	WILL

A formal written testament or final disposition of property to take effect after death, made by a person of sound and disposing mind, known as a testator.
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  	WINDFALL PROFITS

Gains often the result of speculation, opportunism, or a fortuitous combination of circumstances.
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  	WINDOW DRESSING 

A reference to a practice of manipulating data or financial statements to produce a better picture of a company's financial condition, usually done at the close of an accounting period.
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  	WINDOW OF OPPORTUNITY

A period of time in which an investment, transaction, or other event exists that provides an opportunity, opening, or chance.
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  	WINNER'S CURSE

An expectation of low returns on an investment in a company engaged in competitive bidding for oil and gas leases.
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  	WIRE FATE ITEM

A check, draft, or note sent for collection from an out-of-town depositor or bank correspondent with instructions to report by wire whether or not the item was collected.
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  	WIREHOUSES

Large, retail brokerage firms.
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  	WIRE SERVICE 

A facility for communicating funds transfer instructions between banks or between customers and banks.
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  	WIRE TRANSFER

An order to pay or to credit money transmitted by telegraph or cable.
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  	WITHDRAWAL 

The act or condition of with-
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  	drawing, as from a checking or savings account.
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  	WITHHOLDING TAX

Taxes withheld from wages, dividends, annuity payouts, and interest payments, especially as related to foreign investors.
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  	WITH INTEREST

Accrued interest added since the last interest payment date.
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  	WITHOUT PAR VALUE STOCK

Stock that has no designated par value, commonly referred to as "no par value stock."
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  	WITHOUT RECOURSE

In the law of negotiable instruments, an endorsement by which the endorser does not assume the general contract of endorser specified under the Uniform Commercial Code; in the factoring of accounts receivable, discounting by vendors without recourse signifies that by agreement, the factor on approved shipments will assume the entire credit loss on the uncollected invoice if a customer, after receiving and accepting delivery, fails to pay in full because of financial inability to pay; in indirect financing of consumers by banks and finance companies, through discounting of consumer paper held by installment vendors such as automobile dealers, appliance dealers, and others, the nonrecourse plan does not require the dealer's unqualified endorsement of the customer's paper, so that the dealer has no liability once the paper is discounted by the bank or finance company.
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  	WITH RECOURSE

A legal position in which an endorser of a negotiable instrument is not responsible if the obligation is not paid by the maker.
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  	WORKING CAPITAL

The net current assets of an accounting entity, e.g., current assets less current liabilities, representing a major measure of liquidity and capital available to an entity for operating purposes.
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  	WORKING INTEREST 

An active participation in mineral, oil, and gas rights.
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  	WORKING PAPERS 

Records owned and maintained by independent auditors of the procedures followed, test performed, information obtained, and conclusion reached relating to an audit which serve to support the audit report and assist the auditor in conducting and supervising the audit engagement.
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  	WORK IN PROCESS

In a manufacturing firm that converts raw materials and components into finished goods, that part of the inventory upon which such conversion has begun but not yet finished as of the date of the taking of the inventory.
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  	WORKOUT LOANS

Problem loans of banks and other lenders placed on a work-out basis, where the borrower may be given additional time and opportunity to work out their financial difficulties and repay the outstanding balances as the work-out program, imposed with the consent and cooperation of the borrower, permits.
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  	WORK SHEET

A document, usually a columnar sheet of paper, that is used by an accountant and other to facilitate their activities.
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  	WORLD BANK

The International Bank for Reconstruction and Development established in 1944 to assist in the reconstruction and development of its member nations.
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  	WORN CURRENCY

Paper money worn out from handling and sometimes accidentally damaged or destroyed.
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  	WRAP 

To place coins into rolls of designated amounts and wrap them in a paper that indicates the total amount of the denomination wrapped, also referred to as rolling coins.
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  	WRAPAROUND MORTGAGE

A second mortgage that conveniently expands the total amount of borrowing by the mortgagor without disturbing the original mortgage.
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  	WRITE OFF 

To reduce the book value of an asset to bring it into agreement with its present going, estimated, appraised, or market value, as in the write off of a loan or account receivable.
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  	WRITER 

Grantor; the party that sells (writes) an option and receives payment (the premium) in return for the obligation of taking a short position in the futures contract at the exercise price if the option is exercised.
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  	WRITE UP

To bring the book value of an asset into agreement with the market value, appraised value, or estimated value when the latter is above the book value.
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  	WRIT OF EXECUTION

A court order authorizing an official to execute a decision, e.g., an eviction of a tenant.
	

	

	















 

  	
  	
  	
  



	




	Page 249

	
  	
  	

	

	
  	X
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  	X 

In mathematics, the conventional notation for an unknown quantity; the abscissa in the rectangular coordinate system (the horizontal axis is the x-axis); in bond ratings, the symbol for bonds considered eligible as bank investments on the basis of confirmatory ratings by statistical services; a symbol customarily used as a person's mark, in the case of inability of the person to write his or her signature; Regulation X of the Federal Reserve Board Regulations; in stock trading, a symbol to indicate that a stock is trading ex-dividend and that a bond is trading without interest.
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  	X-DIVIDEND

Without the dividend; a reference to a situation when a stock sells ex-dividend on a prescribed number of business days preceding the record date fixed by the dividend declaration of the corporation or the date of the closing of transfer books.
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  	X-INEFFICIENCY 

An important assumption or economic theory that firms allocate resources and produce efficiently, developed by Harvey Leibenstein, an economist.
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  	X-RTS

Without the rights, otherwise written as ex-rights, representing the ex-rights date of stock subscription rights to stockholders to subscribe to additional stock at a specified price and ratio after which date the buyers of the stock will not be entitled to receive the rights.
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  	X-WARRANT

Without the warrant; otherwise written ex-warrant.
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  	Y
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  	YANKEE BOND

A bond of a company in a foreign country in which the bond is denominated in U.S. dollars with interest payments and the return of principal at maturity in dollars.
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  	YANKEE CERTIFICATES OF DEPOSIT

Foreign-domestic certificates of deposit (CDs); negotiable certificates of deposit issued in the U.S. by branch offices of major foreign banks.
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  	YANKEE DOLLAR OBLIGATIONS

Certificates of deposit and bankers' acceptances issued by U.S. branches or subsidiaries of foreign banks, that typically are subject to state or federal banking regulations in the U.S. and by their terms must be general obligations of the foreign parent.
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  	YELLOW SHEETS

A daily publication of a firm's bids and offers that make a market in corporate bonds traded in the OTC market.
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  	YEN 

Japanese currency, originating in 1871.
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  	YEN BONDS

Bond issues denominated in Japanese yen.
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  	YEN SYNDICATED LOAN

A loan in yen typically given by a consortium of banks and insurance companies.
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  	YIELD

Investment income; investment rate of return, particularly applied to bonds bought as investments to be held to maturity.
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  	YIELD AUCTION 

A method of selling new issues of notes and bonds in which the maturity date of a new issue is specified prior to the auction, investors submit tenders setting the yield to maturity they would accept on the quantity of bonds they want.
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  	YIELD CURVE

A smooth curve, fitted by eye through a series of points on a chart representing the different yields to maturity, as of a particular date, on securities that are identical or homogeneous in every respect except their maturities, the result being a picture of the term pattern of yields on the securities, showing variation in yields by maturities, sometimes applied in an upsweeping, horizontal (flat), down sweeping, or humped share.
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  	YIELD TO CALL

The discount rate that equates the present value of the guaranteed cash flow (interest plus call price) if the bond is called.
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  	YIELD TO MATURITY

The rate of discount that will make the present value of the expected cash inflows (both interest and principal) from the security exactly equal to the market price of the security; a calculation of annual return on bonds and other obligations involving the determination of the income element as both the annual interest income and either accretion (appreciation per year on straight-line basis from discount cost price to full par at maturity, over remaining maturity) or amortization (depreciation per year on straight-line basis from premium cost price down to full par at maturity, over remaining maturity).
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  	Z
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  	Z 

A mark used to fill in blanks in a legal document.
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  	Z-BOND

A deferred interest obligation related to a collaterlized mortgage obligation, similar to a zero coupon bond, also referred to as accrual bond and accretion bond.
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  	ZCRO

Zero cost ratio option; a cylinder option with a put written in an amount offsetting the call premiums.
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  	ZEBRAs

Zero-coupon bonds eurosterling bearer or registered accruing certificates.
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  	ZERO-BALANCE ACCOUNT

A checking account in which a zero balance is maintained and the firm is required to deposit funds to cover checks drawn on the account only as they are presented for payment.
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  	ZERO-BASE BUDGETING

A method of budgeting or management process that provides for in-depth evaluation of all proposed and existing programs and activities in conjunction with planning and budgeting, beginning from a zero base.
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  	ZERO-COUPON BONDS

Corporate bonds that do not pay interest periodically in the fashion of conventional bonds, but instead sell at discounts of par until their final maturity, when payment of principal at par plus all of the interest accumulated (compounded) at the rate specified at the time of original issuance of the bonds is paid in a lump sum.
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  	ZERO-COUPON CONVERTIBLE

Zero-coupon bond with an option to convert to common stock.
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  	ZERO-COUPON SWAP

A swap of zero-coupon debt into floating rate debt.
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  	ZERO DEFECTS

A method of quality control in which the guiding principle is error free.
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  	ZEROGAP 

Rate-sensitive assets equal rate-sensitive liabilities.
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  	ZERO-INTEREST DEBENTURE BONDS

Deep discount bonds that give the buyer a total interest payoff at maturity.
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  	ZERO-OUT PROOF 

A method for settlement whereby a figure is put into the proof machine and items are then charged against it, a zero balance indicating that settlement has been reached.
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  	ZERO-SUM 

A game or competition so structured that the winning player or side takes all, leaving zero for the other player or side.
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  	ZILLION 

A very large, indeterminate number larger than million, billion, or trillion.
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  	ZOMBIE THRIFTS

Insolvent S&Ls placed under FDIC control, that continue to operate and compete with other thrifts.
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  	ZONING

An ordinance that is used by local governments to assess land uses and to regulate lot size, height of buildings, and other restrictions on land use.
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  	ZONING COMMISSION 

A public commission that holds hearings and takes action on proposals for amending official zoning maps of a city with regard to areas or particular pieces of property and makes recommendations to the proper authority for original zoning of areas annexed to the city and for the establishment of historic districts, and is empowered to adopt rezoning ordinances or recommendations, under certain circumstances.
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  	ZONING LAWS

Municipal ordinances that authorize the establishment of zoning boards and their administration of restrictions and limitations upon uses and details of buildings in particular districts (business, residential, industrial, etc.), designated in particular parts of the municipality's area, for orderly development and preservation of property values.
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  	Z-TRANCHE

The final class of securities in a collateral mortgage obligation (CM) exhibiting the longest maturity and greatest price volatility.
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  	Appendix ACRONYM GLOSSARY
	

	

	


	
  	
  	

	

	
  	A
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  	AAA American Accounting Association. A professional association of accountants who are primarily academics.
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  	AAERs Accounting and Auditing Enforcement Releases (SEC).
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  	ABA American Bankers Association. A major banking trade association located in Washington, D.C.
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  	ABA Number American Bankers Association four-digit number (assigned to all financial institutions, administered by Rand McNally Corporation under contract with the American Bankers Association and the Federal Reserve System.
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  	ABC Activity based costing. A method of assigning indirect costs to products and services. The method assumes that most overhead costs relate to activities within the firm and vary with drivers of those activities. The system assumes that all indirect costs are variable.
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  	ABO Accumulated benefit obligation.
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  	ABS Asset-backed securities.
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  	ACH Automated clearing house. An automated system used for check clearing.
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  	ACRS An accelerated depreciation method developed by Congress in 1981 and amended in 1986. The system provides percentages of the asset's cost to be depreciated each year for tax purposes. Salvage value is ignored.
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  	AcSEC Accounting Standards Executive Committee. The senior technical committee of the AICPA authorized to speak in the area.
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  	AFT Automated fund transfer of financial accounting and reporting including cost accounting.
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  	AICPA American Institute of Certified Public Accountants. A major trade association for professional accountants.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	AID Agency for International Development.
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  	ALLL Allowance for loan and lease losses.
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  	ALM Asset/liability management. A coordinated management system associated with a bank's assets and liabilities. Focus is on gap or duration position as related to changes in interest rates.
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  	AMT Altercate minimum tax. A tax which applies to individuals, corporations, estates and trusts if it exceeds the taxpayer's regular tax liability. The AMT is the taxpayer's taxable income (1) increased by tax preference items and (2) adjusted for income, gain, deduction, and loss items that have to be recomputed under the alternative minimum tax system.
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  	APB Accounting Principles Board. A generally accepted accounting principles standard setter replaced by the Financial Accounting Standards Board (FASB).
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  	APR Annual percentage rate.
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  	ARM  Adjustable rate mortgage. Mortgage interest rate adjusts with market rate.
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  	ARS Accounting Research Study. An AICPA study designed to provide professional accountants and others with a discussion of accounting problems.
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  	ASB Auditing Standards Board (AICPA)
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  	ASRs Accounting Series Releases. Pronouncements on accounting principles and practices put out by the SEC.
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  	ATM  Automated teller machine.
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  	ATS Automated transfer service.
	

	

	


	
  	
  	

	

	
  	B
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  	BA Bankers Acceptance.
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  	BAI Bank Administration Institute. A major banking trade association.
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  	BD Buy down.
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  	BE Bond equivalent.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	BEA Bureau of Economic Analysis.
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  	BEY Bond equivalent yield.
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  	BHC Bank holding company. An organization that owns and controls two or more banks.
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  	BHCA Bank Holding Company Act of 1956.
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  	BIF Bank Insurance Fund.
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  	BIS Bank for International Settlements.
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  	Bk Bank.
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  	BKg Banking.
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  	BLS Bureau of Labor Statistics.
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  	BO Branch Office.
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  	BOP Balance of payments.
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  	BOPEC The Fed's BHC rating system. B = bank subsidiaries; O = other or nonbank subsidiaries; P = parent company; E = consolidated earnings; C = consolidated capital.
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  	BSA Bank Secrecy Act.
	

	

	


	
  	
  	

	

	
  	C
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  	CA Chartered accountant. A title used in Australia, Canada, and the United Kingdom for an accountant who has satisfied various requirements to qualify to serve as a public accountant. Current assets.
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  	CAMEL A bank regulatory rating system. C =
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  	capital; A = asset quality; M = management; E = earnings; L = liquidity.
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  	CAP Committee on Accounting Procedure. A predecessor of the APB which established GAAP from 1939 through 1959.
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  	CAPM Capital asset pricing model. A statistical model for pricing systematic risk.
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  	CapMAC Capital Marketers Assurance Corporation.
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  	CAR Capital appropriation request.
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  	CARDs Certificates of amortizing revolving debts.
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  	CARs Certificates of automobile receivables.
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  	CASB Cost Accounting Standard Board. A board of five members authorized by Congress to promulgate cost-accounting standards designed to achieve uniformity and consistency in the cost-accounting principles followed by defense contractors under federal contract.
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  	CATs Certificates of Accrual on Treasury certificates.
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  	CBCT Customer-Bank Communications Terminal.
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  	CBO Congressional Budget Office. Collateralized bond obligation.
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  	CCO Commodity Credit Corporation.
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  	CD Certificate of deposit.
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  	CEA Council of Economic Advisers.
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  	CEBA Competitive Equality Banking Act of 1987.
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  	CEO Chief executive officer.
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  	CETA Comprehensive Employment and Training Act.
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  	CF Cash flow.
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  	CFA Chartered financial analysts.
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  	CFO Chief financial officer.
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  	CFTC Commodity Futures Trading Commission.
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  	CHIPS Clearing House Interbank Payments System. A clearing system for wire transfers.
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  	CIA Certificate of Internal Auditing.
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  	CIF Customer information file. A file on customer relationships, settlements, and demographics.
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  	CLEOs Collateralized lease equipment.
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  	CLO Collateralized loan obligation.
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  	CMA Certificate in Management Accounting.
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  	CMO Collateralized mortgage obligation.
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  	CMT Constant maturity treasury.
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  	COF Cost of funds.
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  	COLA Cost-of-living adjustment. A form of indexation measuring changes in the costof-living.
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  	COPS Covered option securities.
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  	Corp. Corporate; corporation.
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  	COUGRs Certificates of government receipts.
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  	CPA Certified Public Accountant; customer profitability analysis.
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  	CPI Consumer price index.
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  	CPR Constant repayment rate; conditional prepayment rate.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CPU Central processing unit that performs the basic functions of a computer.
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  	CR Credit.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	CRA Community Reinvestment Act. An act to encourage banks to help meet the credit needs of their communities.
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  	CSBS Conference of State Bank Supervisors.
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  	D&B Dun & Bradstreet.
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  	DCF Discounted cash flow. A measure of the value of future expected cash expenditures and receipts at a common date.
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  	DDA Demand deposit account.
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  	DIDMCA Deposit Insurance Deregulation and Monetary Control Act (1980).
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  	DIF Deposit insurance fund.
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  	DIP Debtor-in-possession.
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  	DISC Domestic International Sales Corporation. A domestic corporation that earns most of its income from exports.
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  	DR Debit.
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  	E&O Erros & Omissions.
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  	EBIT Earnings before interest and taxes.
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  	ECC European Economic Community.
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  	ECOA Equal Employment Opportunity Act.
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  	ECP Eurocommercial paper.
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  	EDGAR Electronic Data Gathering, Analysis, and Retrieval system. A Fed system used to automate the receipt, processing, and public dissemination of reports filed with the SEC.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	EDP Electronic data processing.
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  	ECOA Equal Credit Opportunity Act.
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  	EEOC Equal Employment Opportunity Commission.
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  	EFT Electronic funds transfer.
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  	EFTS Electronic funds transfer system.
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  	EITF Emerging Issues Task Force. A task group of the FASB that issues pronouncements associated with emerging accounting EOP.
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  	EOQ Economic order quantity.
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  	EPA Environmental Protection Agency.
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  	EPS Earnings per share.
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  	ERISA Employee Retirement Income Security Act.
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  	ESOP Employee Stock Ownership Plan. A stock bonus plan 9 (or combination of stock and money purchase plans) which is qualified under Section 401 (a) and is designed primarily in employer securities.
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  	ESOT Employee Stock OwnershipTrust. A trust fund created by a corporate employer that can provide various tax benefits to the corporation while providing foremployee stock ship.
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  	EXIMBANK Export-Import Bank of the United States.
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  	FAC Federal Advisory Council.
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  	FAF Financial Accounting Foundation (oversees GASB and FASB).
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  	FASB Financial Accounting Standards Board.
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  	FASB Statement A FASB Statement of Financial Accounting Standards. Also refer to SFAS.
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  	FCA Farm Credit Administration.
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  	FCPA Foreign Corrupt Practices Act.
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  	FCRA Fair Credit Reporting Act.
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  	FDEPS Fully diluted earnings per share.
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  	FDIC Federal Deposit Insurance Corporation.
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  	Fed Federal Reserve System. The central bank in the United States and a major regulator of banks.
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  	FedWire A Fed system designed to handle domestic wire transfers.
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  	FEI Financial Executives Institute. An organization of financial executives.
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  	FFCB Federal Farm Credit Bank.
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  	FFIEC Federal Financial Institutions Examination Council.
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  	FGIC Financial Guaranty Insurance Corporation.
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  	FHA Federal Housing Authority.
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  	FHLBB Federal Home Loan Bank Board. Federal regulator of savings and loan associations that oversees the FSLIC.
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  	FHLMC Federal Home Loan Mortgage Corporation. Freddie Mac.
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  	FICA Federal Insurance Contribution Act. Source of social security taxes and benefits.
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  	FIRREA Financial Institutions Reform, Recovery, and Enforcement Act.
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  	Five Cs Character, capacity, collateral, capital, and conditions. A basis for analyzing the credit ability of a borrower.
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  	FLB Federal land banks.
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  	FMV Fair market value. The amount that would be realized from the sale of property at a price that is agreeable to both buyer and seller in an arms length transaction.
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  	FNMA Federal National Mortgage Association. Fannie Mae.
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  	FOB Free on board.
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  	FOIO Freedom of Information Act.
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  	FOMC Federal Open Market Committee.
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  	FRB Federal reserve bank.
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  	FRENDS Floating rate enhanced debt securities.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	FRNs Floating rate notes.
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  	FRR Financial Reporting Releases (SEC).
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  	FSC Foreign Sales Corporation. A corporation that provides significant tax incentives to encourage the export of U.S. goods and services.
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  	FSF Financial services industry.
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  	FSI Financial-services industry.
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  	FSLIC Federal Savings and Loan Insurance Corporation. It is currently bankrupt and may be merged with the FDIC.
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  	FTC Federal Trade Commission.
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  	FTE Full-time equivalent staff. Staff equivalency expressed in decimal fractions based on hours.
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  	FUTA Federal Unemployment Tax Act. An act which provides for taxes to be collected at the federal level to subsidize states for their unemployment compensation programs.
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  	FX Foreign exchange.
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  	FY Fiscal year.
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  	GAAP Generally accepted accounting principles. Rules and guidelines accepted as authoritative by the accounting profession.
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  	GAAS Generally accepted auditing standards.
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  	GAGAS Generally accepted government auditing standards.
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  	GAO General Accounting Office (U.S.).
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  	GAP Ratio measure of the relationship between rate-sensitive assets and rate-sensitive liabilities computed over a specific maturity or duration period. It measures the interestrate sensitivity for deposit institutions. Dollar GAP = RSA - RSL; gap ratio - RSA/ RSL.
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  	GASB Governmental Accounting Standards Board. The major developer of general accounting principles for state and local governments.
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  	GATT General Agreement on Tariffs and Trade.
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  	GEM Growing equity mortgage.
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  	GNMA Government National Mortgage Association. Ginnie Mae.
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  	GNP Gross National product.
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  	GO General obligation.
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  	GUNs Guaranteed underwriting facilities. An entity that assures that notes will reach maturity.
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  	HELOC Home equity line of credit.
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  	HDGS High dollar group sort. A procedure set up by the Fed to accelerate the items drawn on major banks located outside major cities.
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  	HLT Highly leveraged transaction.
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  	HMDA Home Mortgage Disclosure Act.
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  	HUD Department of Housing and Urban Development.
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  	IASC International Accounting Standards Committee. An organization that establishes national accounting standards.
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  	IBAA Independent Bankers Association of America.
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  	IBF International banking facility.
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  	IC Internal control.
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  	ICC Interstate Commerce Commission.
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  	ICONs Indexed currency option notes.
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  	IFC International Finance Corporation.
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  	IIA Institute of Internal Auditors.
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  	IMA Institute of Management Accountants.
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  	IMF International Monetary Fund.
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  	I/O Input/output.
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  	IRA Individual retirement act.
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  	IRC Internal revenue code.
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  	IRR Internal rate of return.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	IRS Internal Revenue Service.
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  	ITC Investment Tax Credit.
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  	JIT Just-in-time inventory. A system of managing inventory where each comp purchased or manufactured just before it is used.
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  	KPI Key performance indicator.
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  	LBO Leveraged buyout. A transaction in which investors use debt (leverage) to buy out existing owners of a company.
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  	LC Letter of credit.
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  	LCL Lower of cost or market.
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  	LCM Lower of cost or market. An inventory method that values inventory at the lower of cost or market.
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  	LDC Less developed country.
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  	LIBOR London Interbank Offered Rate; a rate at which Eurocurrency banks lend to each other.
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  	LM Liability management. A technique used by banks to develop borrowing arranged profitably.
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  	LP Linear programming.
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  	LPO Loan production office.
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  	MACRS Modified Accelerated Cost Recovery Systems. A computer based retrieval system containing the complete text of most traded public corporate annual reports and Forms 10-K. The system is available through the AICPA.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	M&A Mergers and acquisitions.
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  	MAS Management Advisory Services. Services provided by public accounting firms and others to assist management in a variety of areas.
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  	MIS Management information system.
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  	MMDA Money market deposit account.
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  	MMP Money market preferred stock or dutch auction preferred stock.
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  	M1 A definition of money that includes the means of payment.
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  	M2 A definition of money that includes both means of payment and time deposits.
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  	M3 M2 money plus large-denomination time deposits and specialized money market mutual funds for institutional investors.
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  	MO Money order.
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  	MTG Mortgage.
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  	NAARS National Automated Accounting Research System.
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  	NABCA National Association for Bank Cost Analysis.
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  	NASDAQ National Association of Securities Dealers Automated Quotation.
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  	NBS National Bureau of Standards.
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  	NBSS National bank surveillance system. A system used by the Office of the Comptroller of the Currency to monitor national banks.
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  	NC No charge.
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  	NCCB National Consumer Cooperative Bank.
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  	NCD Negotiable certificate of deposit.
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  	NCUA National Credit Union Administration.
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  	NIF Note issuance facility.
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  	NII Net interest income. The spread between interest income and interest expense for covering a bank's loan losses, overhead, securities losses, taxes, dividends, capital and other requirements.
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  	NIM Net interest margin. Net interest income/ earning assets.
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  	NOL Net operating loss. A loss that occurs when business expenses exceed business for a taxable year.
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  	NOW Account Negotiable Order of Withdrawal. A savings account on which order can be drawn.
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  	NPV Net present value. A summary measure of the effect of an individual investment capital on the present worth of an investment.
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  	NSF Not sufficient funds.
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  	NYSE New York Stock Exchange.
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  	O/H Overhead.
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  	OAPEC Organization of Arab Petroleum Exporting Countries.
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  	OASD(H) Old Age, Survivors, Disability and (Hospital) Insurance.
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  	OCC Office of the Comptroller of the Currency. A federal regulator of national banks.
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  	OD Overdraft.
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  	OID Original issue discount obligations. A security issued at a discount to face value at the time the instrument is originally issued.
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  	OLEM Other loans especially mentioned.
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  	OMB Office of Management and Budget (U.S.)
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  	OREO Other real estate owned.
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  	OSHA Occupational Safety and Health Act. The act that governs working conditions in industry and commerce.
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  	OTC Over the counter stock.
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  	OTS Office of Thrift Supervision.
	

	

	


	
  	
  	

	

	
  	P
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	P/E Price-earnings ratio. Ratio of market price to earnings per share (EPS). A major measure of the market's evaluation of a company.
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  	P&L Profit and loss statement. An income statement.
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  	PBB Program plan budgeting.
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  	PBGC Pension Benefit Guarantee Corporation. A federal corporation that guarantees pension benefits in covered pension plans.
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  	PBO Projected benefit obligation.
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  	PCPS Private Companies Practice Section (AICPA).
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	PEPS Primary earnings per share.
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  	PERLS Principal exchange-rate-linked securities.
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  	PERT Program evaluation review technique. A form of network analysis which include the optimistic time, the most likely time, and the pessimistic time used to estimate an expected completion date for a project within a probability range.
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  	PHC Personal holding company. A tax designation for a corporation that (1) has 5 or fewer shareholders who own more than 50 percent of the outstanding stock at any time during the last half of its tax year; and (2) has personal holding company income that is at least 60 percent of its adjusted ordinary gross income for the tax year. The tax on a PHC isequal to 28 percentof the undistributed personal holding company income. The purpose of the tax is to prevent a closely held corporation from converting an operating company into a nonoperating company.
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  	PIK Pay in kind preferred stock.
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  	PIN Personal identification number.
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  	PM Profit margin. Ratio of net income to total income.
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  	PO Principal only.
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  	POS Point of sale. A device to automatically transfer funds between a customer's account and a merchant's account. Used with a debit card.
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  	PSC Personal service corporation. A corporation whose principal activity is the performance of personal services.
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  	PV Present value of 1.
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  	PVI Present value index. A profitability index. Present value of cash inflows/present value of capital invested.
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  	R&D Research and development. Costs related to research and development activities.
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  	RAN Revenue anticipation note.
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  	RAP Regulatory Accounting Practices (or Principles). Accounting principles established by regulatory authorities.
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  	RE Retained earnings.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	REIT Real estate investment trust.
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  	REMIC Real estate mortgage investment conduit. A form of collateralized mortgage obligation that splits up the cash flow on a mortgage in various ways.
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  	REO Real estate owned.
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  	REPOS Dealers repurchase agreement.
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  	RESPA Real Estate Settlement Procedures Act.
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  	ROA Return on assets. Net income/total assets. Measures profitability in relation to assets employed.
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  	ROE Return on equity.
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  	ROI Return on investment. A ratio of expected return on an investment or project: income divided by average cost of assets devoted to a project.
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  	RP Repo/Repurchase agreement. An agreement involving the sale of a security sold under agreement to repurchase, often used in short term debt management.
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  	RSA Rate-sensitive assets. Assets subject to interest rate changes and repricing.
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  	RSL Rate-sensitive liabilities. Liabilities subject to interest rate changes and repricing.
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  	RTC Resolution Trust Corporation.
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  	S corporation A tax designation for corporations that elect to be taxed like a partnership federal income tax purposes.
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  	S-X The SEC's regulation setting forth the form and content of financial reports to the SEC.
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  	SABs Staff Accounting Bulletins (SEC).
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  	SAIF Savings Association Insurance Fund.
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  	S&L Savings banks and savings and loans. Financial institutions originally organized to accept savings deposits and to make loans mainly to households.
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  	SAR Summary annual report.
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  	SARs Stock appreciation rights.
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  	SAS Statement of Auditing Standards. Auditing standards promulgated by the AICPA.
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  	SBA Small Business Administration.
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  	SDRs Special drawing rights. Liabilities of the International Monetary Fund that serve international fiat money.
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  	SEC Securities and Exchange Commission. A federal agency established to protect shareholders. The SEC's accounting requirements are provided in its Accounting Series release (ASR), Financial Reporting Releases (FRR), Accounting and Auditing Enforcement Release Staff Accounting Bulletins, Regulation S-X, and Form 10-K.
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  	SECPS SEC Practice Section.
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  	SEP Simplified employee pension plan.
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  	SFAC Statement of Financial Accounting Concepts. An FASB document which describes underlying accounting concepts.
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  	SFAS Statement of Financial Accounting Standards. An FASB document that describes many generally accepted accounting principles associated with various topics.
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  	SIC Standard industrial classification.
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  	SIPC Securities Investor Protection Corporation.
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  	SNAFU Situation normal, all fouled up.
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  	SPINs Standard and Poor's indexed notes.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SOP Statement of Position (AICPA).
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  	SQCS Statements on Quality Control Standards (AICPA).
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  	SRPT Statements of Responsibilities in Tax Practice. Ethical standards of practice and
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  	compliance established by the Tax Division of the AICPA. The statements do not bind legally.
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  	SSARS Statement on Standards for Accounting and Review Services. Pronouncements of the AICPA on unaudited financial statements and unaudited financial information of nonpublic entities.
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  	SSMAS Standards for Management Advisory Services.
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  	STAGS Sterling transferable accruing government securities.
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  	STRIPS Separate trading of registered interest and principal of securities.
	

	

	


	[image: e763e28844caca4e67e72e4e1dc5d2a5.gif]
  	
  	

	

	
  	SWOT Strengths, weaknesses, opportunities, threats. Self-analysis criteria used in strategic planning.
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  	SYD Sum-of-the-years' digits. A depreciation method.
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  	TA Trade acceptance.
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  	T-account A general ledger account form shaped like the letter T. Debits are shown to the left of the vertical line, credits to the right.
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  	TAN Tax anticipation note.
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  	T-bill Treasury bill.
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  	TCMP A stratified random sample used to select tax returns for audit.
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  	TE Tax-equivalent. A technique for converting tax-free rates to compare with taxable rates. Tax free rate/(1 - marginal tax rate).
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  	TEFRA Tax Equity and Fiscal Responsibility Act of 1982.
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  	10-k The annual report required by the SEC of most publicly held corporations.
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  	TIGRs Treasury investment growth certificates.
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  	TILA Truth in Lending Act.
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  	TIN Taxpayer identification number.
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  	TRA Tax Reformat Act of 1986.
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  	TT&Ls Treasury tax and loan accounts. U.S. government accounts at local banks.
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  	TVA Tennessee Valley Authority.
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  	UBPR Uniform Bank Performance Report. A report referencing unusual or significant changes in a bank's financial condition.
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  	UCC Uniform Commercial Code.
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  	UCCC Uniform Consumer Credit Code.
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  	ULPA Uniform Limited Partnership Act.
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  	UPA Uniform Partnership Act.
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  	U.S.C. United States Code.
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  	VA Veterans Administration.
	

	

	


	
  	
  	

	

	
  	VAT Value added tax.
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  	X-C Ex coupon.
	

	

	


	
  	
  	

	

	
  	X-D Ex dividend.
	

	

	


	
  	
  	

	

	
  	X-I Ex interest.
	

	

	


	
  	
  	

	

	
  	X-Rts. Ex rights.
	

	

	


	
  	
  	

	

	
  	Y
	

	

	


	
  	
  	

	

	
  	YLD Yield.
	

	

	


	
  	
  	

	

	
  	YTC Yield to call.
	

	

	


	
  	
  	

	

	
  	YTM Yield to maturity.
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  	ZBA Zero balance accounts. A cash management technique in which a bank automatically transfers funds from a designated master account as checks are presented against the parable and payroll accounts.
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  	ZBB Zero-based budgeting. Also, zero bracket account (tax).
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  	ZCRO Zero cost ratio option.
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  	ZEBRAs Zero coupon eurosterling bearer or registered accruing certificates.
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