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Accommodating policy @B Actions to
stimulate aggregate demand to restore output
and jobs, but at the cost of greater inflation.

Adverse selection #6134+ The problem of
distingui-shing good-risk applicants from bad-
risk applicants before making a loan or providing
insurance.

Agency office FAL A foreign bank office in
the United States that cannot take deposits
from U.S. residents, although it can transfer
funds from abroad to the United States and
make loans in the United States.

Agents f£IB A Managers who control (but do
not own) the assets of a firm or organization.

Aggregate demand 2 FEX The sum of
demands for an economy’s goods and services
for consumption, investment, government
purchases (not including transfer payments),
and net exports.

Aggregate demand (AD) curve BFE KL
The graph of the relationship between the
aggregate demand for goods and services and
the aggregate price level.

Aggregate supply Z2f£45 The total amount of
output that producers in the economy are
willing to supply and sell at a given price level.

Aggregate supply (AS) curve Bt ghk The
graph of the relationship between the aggregate
output that firms in the economy are willing to
supply and the aggregate price level.

Appreciation #{& An increase in the value of a
currency against another currency.

Asset & -

A thing of value that can be owned: a

use of funds and a claim on a borrower’s
income.

Asymmetric information § B A A
condition that occurs when borrowers have
some information about their opportunities or
activities that they do not disclose to lenders,
creditors, or insurers.

Auction market ¥33ETH3% A secondary financial
market in which prices are set by competitive
bidding by a large number of traders acting on
behalf of individual buyers and sellers.

Automated teller machines B854  Electronic
devices for performing banking transactions.

Balance-of-payments accounts. [E FrU 3z ik =
An accounting device for measuring private
and government flows of funds between a
country and foreign countries.

Balance sheet = fif&f* A statement showing
an individual’s or firm’s financial position at a
point in time. It lists assets, liabilities, and net
worth.

Balance sheet channel B fifRREE A
description of ways in which interest rate changes
from monetary policy affect borrowers’ net
worth and spending decisions.

Bank $84T A financial institution that accepts
deposits from savers and makes loans to
borrowers.

Bank assets $847& 7~ Cash items and funds
used in securities investments, loans, and other
asset holdings by the bank.

Bank failure $R{T®E/™ A situation in which a

bank cannot pay its depositors in full and still



have enough reserves to meet its reserve
requirements.

Bank holding company $R{TH=AR 0 F A large
firm that holds many different banks as
subsidiaries. It was originally used by banks to
get around branching restrictions.

Bank lending channel {7 EE A
description of ways in which monetary policy
influences spending decisions of bank-
dependent borrowers.

Bank liabilities $R{T7f1f&% Funds acquired by the
bank from savers.

Bank net worth §R1T/453& ™ The excess of the
value of bank assets over the value of bank
liabilities.

Bank reserves {R{THE&ESE The sum of an
institution’s vault cash and deposits with the
central bank.

Bank run $R{THF5 A sequence of events in
which depositors lose confidence in a bank, for
real or imagined reasons, and make withd
rawals, exhausting the bank’s liquid funds.

Bankers' acceptances §R{7#& 5 Time drafts
that establish credit between parties who do
not know each other, facilitating international
trade.

Banking panics R{TALZ 1  Waves of severe
bank runs that cause contractions in credit
availability, often culminating in business
recessions.

Barter 5$£% 5 The exchange of goods and
services by trading output directly with one
another.

Basel | Accord EZE/RIHYL

for capital regulation of banks, put forth under

Initial framework

the Bank for International Settlements.

Basel Il Accord BZE/R{#i11 Updated and
extended framework for bank capital
regulation, reflecting improved techniques for
measuring and managing risks.

Basis risk ZEZX| The imperfect correlation of

Xiv

changes in the price of a hedged instrument
and changes in the price of the instrument
actually traded in the futures market.

Beta MI3E{H A measure of the response of a
security’s expected return to changes in the
value of the market portfolio.

Board of Governors EEtfifIEE< The Board
of the Federal Reserve System, made up of
seven members, appointed by the President,
who administer monetary policy and set the
discount rate.

Bond rating % EH A single statistic
summarizing the assessment of a firm’s net
worth, cash flow, and prospects-in short, its
likely ability to meet its debt obligations.

Borrowed reserves (BR, discount loans) &\ #
#& (BR, BHHR)

monetary base consisting of reserves borrowed

A component of the

from the central bank.

Borrowers {3 A Demanders of funds for
consumer durables, houses. and business plant
and equipment.

Borrowings $R{Tf2X Nondeposit liabilities of a
bank, including short-term loans in the federal
funds market, loans from the bank’s affiliates,
and discount loans.

Branches 4317 Individual banking offices in

different locations owned by the same banking

firm.

Branching restrictions 4{7Fi& R &l
phical limitations on banking firms’ ability to

Geogra-

open more than one office, or branch.

Bretton Woods system HEIHEHKEZRE A
fixed exchange rate system that permitted
smoother short-term economic adjustments
than were possible under the gold standard,
based on the convertibility of U.S. dollars into
gold at a price of $35.00 per ounce.

Brokered deposits Z43%7F= A financial
innovation in which a depositor with an amount

to invest over the deposit insurance limit goes to



a broker who buys certificates of deposit in
different banks, giving the depositor insurance
on the entire amount.

Brokers 248 A

by matching buyers and sellers in a particular

Individuals who earn commissions

market.

Bubble {fij% A situation in which the price of an
asset is more than its fundamental value.

Budget deficit i FR=F The excess of govern-
ment spending over tax revenue.

Business cycle 223FEH8 The periodic fluctua-
tions in aggregate output, consisting of
expansion (a boom) followed by contraction (a
recession).

Call option F#H§4L The right to buy an
underlying asset, which is obtained by the
buyer of the call option. Sellers have an
obligation to sell.

Call report $R{TERIM & e Periodic report
filed by a U.S. bank with regulatory authorities,
describing its earnings, assets and liabilities,
and operations.

CAMELS rating system CAMELSEZg % &
Bank examination grade in the United States in
the form of C (capital adequacy), A (asset
quality), M (management), E (earnings), L
(liquidity), and S (sensitivity to market risk).

Capital account FZ& M~ The balance-of-
payments account that measures trade in
existing assets among countries.

Capital account balance FEXAMIARE A
country’s capital inflows minus its capital
outflows.

Capital controls #ZAZE 4| Government-imposed
barriers to foreign savers’ investing in domestic
assets or to domestic savers’ investing in
foreign assets.

Capital inflow #ZifiE N The flow of funds into a
country to buy domestic assets.

Capital markets ¥ ZtH1% Financial markets for

trading debt instruments with a maturity
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greater than one year and equity instruments.

Capital outflow #FZA&i#H The flow of funds
from a country to buy foreign assets.

Cash markets #&H1% Markets in which
actual claims are bought and sold with
immediate settlement.

Central bank fs$R{T A special governmental
or quasi-governmental institution within the
financial system that regulates the medium of
exchange.

Central bank credibility A& 4R{TEE The
belief by the public that central bank
announcements reflect its true policy
intentions.

Certificate of deposit (CD) 7F58 A fixed-
maturity instrument, sold by a bank to
depositors, that pays principal and interest at
maturity, with a penalty for early withdrawal.

Channel or corridor system EESHEMEL
System for conducting monetary policy that
keeps short-term interest rates within the range
between the interest rate paid on reserves and
the discount rate.

Checkable deposits ¥ ZfFF  Accounts that
grant a depositor the right to write checks to
individuals, firms, or the government.

Checks T =

on demand; checks are drawn on funds

Promises to pay definitive money

deposited with a financial institution.
Circuit breakers Hf¥&es

designed to restore orderly securities markets.
Closed economy #4253 An economy of a

country that neither borrows from nor lends to

Interventions that are

foreign countries.

Closed-end mutual fund #HHARXEEESE A
fund that sells a fixed number of nonredee-
mable shares. which are then traded over-the-
counter like common stock. The price
fluctuates with the value of the underlying
assets.

Coinsurance f#[E{RB An insurance option that



requires the policyholder to pay a certain fraction
of the costs of a claim, in addition to the
deductible.

Cold turkey /A3 Reducing inflation all at
once, rather than gradually.

Collateral &
for a loan in the event of default on the loan.

Commercial bank(s) @AL$R4T The largest group

Assets that are pledged to pay

of depository institutions, which offer risk-
sharing, liquidity (checking accounts), and
information services that benefit savers and
borrowers.

Commercial bank loan B $RITEEEL A loan to
businesses or consumers that is made by banks
and financial companies.

Commercial paper BALE#HE A liquid, short-
term investment for savers that is used by
high-quality, well-known firms and financial
institutions to raise funds.

Commodity money B fm#m Physical goods
(particularly precious metals) that are used as
the medium of exchange.

Compensating balance #MEMRIEEFERET A
required minimum amount in a checking account
that is used as a form of collateral in commercial
loans.

Compounding £

as savings are accumulated over a period of

Earning interest on interest

time.
Consol &&—/ &
with an infinite maturity; its price is based on

A (perpetual) coupon bond

the present value of the coupon payments.

Consumer price index (CPl) i§#&M#&I 4 An
index of prices of a marketbasket of goods
purchased by urban consumers. It is a
commonly used measure of inflation.

Contagion &@hifEs: The spreading of bad news
about one bank to other banks.

Contractual saving institutions §ZBGEEH
Financial institutions (insurance companies

and pension funds) that allow individuals to
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transfer risk of financial hardship and
accumulate funds for retirement.
Corporate bonds A Fl{&%H

long-term obligations issued by large, high-

Intermediate and

quality corporations to finance plant and
equipment spending.

Corporate control 2+8#& %] A contest for
ownership and control of a firm that pits
shareholders against managers in an effort to
direct the firm’s resources to their highest-
valued use.

Corporate governance 22 &)ig¥8 The system of
checks and balances that guides decisions of
corporate managers.

Corporate restructuring firms 2R EH
Investors that raise equity capital to acquire
shares in other firms to reduce free-rider
problems and moral hazard.

Cost-push inflation pA#EZHRIBEFRc Price
increases resulting from workers’ pressure for
higher wages.

Coupon bond HHEZE{EZH A credit market
instrument that requires multiple payments of
interest on a regular basis, such as semiannually
or annually, and a payment of the face value at
maturity.

Coupon rate BZF|Z An interest rate equal to
the yearly coupon payment divided by the face
value.

Credit controls {8 #l Regulatory restrictions
on bank lending.

Credit crunch {545 A decline in either the
ability or the willingness of banks to lend at
any given interest rate.

Credit derivative & 4T4&TH Swap contract
allowing the user to exchange credit risk without
having to exchange the underlying asset.

Credit market instruments & HiH T HE
Methods of financing debt, including simple
loans, discount bonds, coupon bonds, and fixed

payment loans.



