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ABC AGREEMENT. A contract ex-
plaining a brokerage firm's rights when
it purchases a New York Stock Ex-
change (NYSE) membership for one of
its employees. After the purchase, the
individual can retain membership and
buy another seat for someone else the
firm designates, sell the seat and give
the proceeds to the firm, or transfer the
seat to another of the fir's employees.
Only individual brokers may own seats
on the NYSE. The individual may work
primarily for one major brokerage finm,
but a firn may not have a seat titled in

its own name .

ABOVE PAR. A stock or bond whose
market price is higher than its face val-

ue.

ABOVE THE MARKET. A sell order
identified as being higher in price than
the market’s current price for that secu-
rity .

ABSOLUTE ADVANTAGE. The po-
wer of one producer to make or sell a
product below the price of ‘any other
producer, sometimes through national
subsidies.
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ABSOLUTE PRIORITY RULE. Dur-
ing bankruptcy or a corporate reorgani-
zation, the superseding of the owner's
night to equity by creditors” rights and
their financial claims.

ABSORPTION POINT. The point at
which the market no longer can accept
securities without making price conces-

sions.

ABSTINENCE THEORY. The pur-
chaser of goods or services may receive
a rebate if these goods or services are
not utilized as such or as quickly as
specified in the contract. For example,
the owner of a leased automobile that is
driven only 12,000 miles per year on a
contract allowing 15,000 miles per year
may be entitled to a refund. H goods or
services are not used right away, some
of their cost should be reimbursed
through interest or other payments.

ACCELERATED AMORTIZATION.

Writing off a cost before it nomally
would be written off, which then re-
duces taxes. Also, moving up the pay-
ment date on a debt by special agree-
ment (see Accelerated Depreciation) .

ACCELERATED COST RECOVER-
Y SYSTEM (ACRS). This method
allows for quicker depreciation of assets
than was permitted before 1980. ACRS
allows costs to be recovered before an
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asset’s estimated economically useful
life span is due. Conversely, in
straight-line depreciation, equal charges
are made each year throughout the
asset’s estimated useful life.

ACCELERATED DEPRECIATION.
The writing off of the costs of fixed as-
sets faster than through straight-line de-
preciation. The higher cost of mainte-
nance and repair during the later years

of an asset’s useful life are offset by the-

tax advaniages of the early years, thus
providing a more steady stream of eamn-
ings from the asset. A company’s cash
flow is aided by the tax benefits of this
practice. Accelerated depreciation pro-
motes capital spending and modemniza-

tion.

ACCELERATION CLAUSE. A pro-
vision that the unpaid balance of a mort-
gage or other contract will become due if
the debtor fails to meet interest, princi-
pal, or sinking fund payments, if the
debtor becomes insolvent, or fails to
pay taxes on morigaged property.

ACCELERATION THEORY. A
change in the consumption rate will
cause even greater changes in the
amount of purchases and production lev-
els. This action is considered to be the
impetus for one form of inflation.

ACCEPTANCE. Agreement to buy or
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A

sell a particular security by a specific
date for a specific price.

ACCEPTANCE CREDIT. Substituting
the credit of a bank for that of an indi-
vidual or a firm ( see Banker's Accep-
tance) .

ACCEPTANCE HOUSE. An agency
that lends money using bills of exchange
as security, or offers its name to en-
dorse a bill drawn on someone else.

ACCEPTANCE LIABILITY. A
bank’s liability when it accepts a nego-
tiable instrument drawn on the bank by
one of its customers.

ACCEPTANCE SUFRA PROTEST.
A company or individual other than the
debtor who agrees to pay off a debt.

ACCOMMODATION ENDORSE-
MENT . One person endorses a note so
a bank will lend money to another per-
son with a poor or inadequate credit his-
tory .

ACCOMMODATION PAPER. A
note or other obligation guaranteed by
someone other than the beneficiary ( see
Letter of Credit) .

ACCOUNT. Any bookkeeping record of
a client’s transactions, including credit
or debit balances, either in cash or se-

curities. Also, an invesiment syndicate’s
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books that indicate contractual relation-
ships, securities currently or previously
owned, and the financial balance be-
tween a syndicate participant and the
syndicate..

ACCOUNTANT'S OPINION. A sta-

tement signed by an independent public
accountant describing an audit of a
company's financial records. The opin-
ion can be unqualified or qualified, the

latter warranting investigation.

ACCOUNT BALANCE. The differ-
ence between debits and credits in an
account. i the debits are higher than
credits, the account has a negative bal-

ance.

ACCOUNT DAY. The day stock or
commodity exchanges must be settled
between exchange members.

ACCOUNT EXECUTIVE. An cm-
ployee of a broker-dealer who is regis-
tered with the National Association of
Securities Dealers or one of the ex-
changes. Account executives are al-
lowed to solicit buy and sell orders for
securities, and may handle client ac-
counts. (see Broker, Registered Repre-
sentative, or Customer’s Man. )

ACCOUNT STATEMENT . A periodic
report giving the status of a client’s
transactions, debits, and credits.
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Wall Street Dictionary

ACCOUNTING CYCLE. Accounting
activities that occur during a specific
period of time. The period starts and
ends with the account balance, all its
credits, debits, and any other transac-
tions recorded during the cycle.

ACCOUNTING PERIOD. A time spa-
n for keeping taxpayers’ records. Most
businesses operate on the calendar
year. A fiscal year is established if the
accounting period does not end in De-
cember .

ACCOUNTING PROCESSES. The
classification of accounting procedures
and controls through which changes in
financial status and condition are

recorded .

ACCOUNTING RATE OF RETURN.

Any income during a specific period of
time divided by the amount of money in-
vested during that period.

ACCOUNTS RECEIVABLE. Uncol-
lected money owed, for goods or ser-

vices.

ACCOUNTS RECEIVABLE FI-
NANCING. Short-term financing in
which accounts receivable are used as
collateral for advances ( see Factoring) .

ACCOUNTS RECEIVABLE TURN-
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OVER. The ratio of total credit sales
divided by the accounts receivable for
any given accounting period. Divide the
total credit sales by the accounts receiv-
able; the answer will indicate the num-
ber of times the receivables portfolio has
been collected during the accounting
period. Business efficiency and pro-
fitability is increased by cutting this ra-
iTo

ACCREDITED INVESTOR. An in-
dividual with sufficient assets and/or
income who is permitted, according to
the Securities Act of 1933, to be ex-
cluded from the 35 investors in a private
limited partnership. To be accredited,
the investor must have a net worth of at
least $ 1 million, an annual income of
at least $200, 000, or must put at
least $ 150, 000 into the deal, which
cannot account for more than 20 percent
of his or her net worth. Private limited
partnerships use accredited investors to
raise more money than would be possi-
ble with 35 less-affluent people.

ACCRETION. The carrying value of a
bond pought at an origir 1.~ 1 ad-
justed upwards o y ing
the bond's face value. 1he Internal
Revenue Service clearly and precisely
defines its provisions for this upward
adjustment .
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ACCRETION ACCOUNT. A record
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