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Speaking the Same lLanguage

The CFA® Program holds the venerable moniker of being a global passport
because the standard it sets is held constant across geographies. Whether a candi-
date studies for the exam in Beijing or Boston, the standard is same. Its consisten-
cy is derived, in part, from being offered in one, common language-English.

With globalization of the finangial industry over the last century, terminology
has evolved and definitions across languages have caused some confusion. When
we researched what was already available, it did not take long to realize that there
1s no one source for a definitive glossary of investment management terms. And,
so, we are proud to offer this glossary of terms in the CFA Program translated into
Chinese as our contribution and commitment to the China market.

At CFA Institute, our mission reminds us that the work of investment profes-
sionals benefits society in all corners of the world. It is our hope that this glossary
of translated industry terms, will help bridge investment management cultures by
providing a common nomenclature to allow new and existing professionals to speak
the same common language.

We are pleased to share with our colleagues what we have learned over our

more than 70 years of experience educating investment professionals.

Nick Pollard
Managing Director, Asia Pacific, CFA Institute
Stephen M. Horan, PhD, CFA, CIPM, CAIA

Managing Director, Credentialing, CFA Institute
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A “Dead-hand” provision kA&
A poison pill provision that allows for the redemption or cancellation of a
poison pill provision only by a vote of continuing directors ( generally directors

who were on the target company’s board prior to the takeover attempt).

A priori probability EISHIZ
A probability based on logical analysis rather than on observation or personal

judgment.

Abandonment option AFHIH
The ability to terminate a project at some future time if the financial results

are disappointing,.

Abnormal earnings RBEWiE

See residual income.

Abnormal return AB%i[EH

The amount by which a security’s actual return differs from its expected

return, given the security’s risk and the market’s return.

Absolute advantage XL E
A country’s ability to produce a good or service at a lower absolute cost than

its trading partner.

Absolute convergence ZaxTUEE
The idea that developing countries, regardless of their particular characteristics,

will eventually catch up with the developed countries and match them in per capita




2 TN F 1A

Absolute dispersion 4% B EF2E

The amount of variability present without comparison to any reference point

or benchmark.

Absolute frequency £ X} &

The number of observations in a given interval (for grouped data).

Absolute return benchmark ZaXTzEE &

A minimum target return that an investment manager is expected to beat.

Absolute valuation model 434 {&{E &R

A model that specifies an asset’s intrinsic value.

Absolute version of PPP 453 3% 1 i
An extension of the law of one price whereby the prices of goods and services

will not differ internationally once exchange rates are considered.

Absolute-return vehicles #E3fUz5385 T

Investments that have no direct benchmark portfolio.

Accelerated book build finiE &2 &4
An offering of securities by an investment bank acting as principal that is

accomplished in only one or two days.

Account HH

With the accounting systems, a formal record of increases and decreases in a

specific asset, liability, component of owners’ equity, revenue, or expense.

Accounting costs £t 7
Monetary value of economic resources used in performing an activity. These
can be explicit, out-of-pocket, current payments, or an allocation of historical

payments ( depreciation) for resources. They do not include implicit opportunity
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costs.

Accounting estimates < it{hit

Estimates used in calculating the value of assets or liabilities and in the
amount of revenue and expense to allocate to a period. Examples of accounting
estimates include, among others, the useful lives of depreciable assets, the
salvage value of depreciable assets, product returns, warranty costs, and the

amount of uncollectible receivables.

Accounting profit £it%jd
Income as reported on the income statement, in accordance with prevailing
accounting standards, before the provisions for income tax expense. Also called

income before taxes or pretax income.

Accounting risk £itX &
The risk associated with accounting standards that vary from country to
country or with any uncertainty about how certain transactions should be

recorded.

Accounts payable J7{dH=
Amounts that a business owes to its vendors for goods and services that were

purchased from them but which have not yet been paid.

Accounts receivable 57 I TH Fx
Amounts customers owe the company for products that have been sold as well
as amounts that may be due from suppliers (such as for returns of merchandise).

Also called commercial receivables or trade receivables.

Accounts receivable turnover [ 1§ =i EliE ==

Ratio of sales on credit to the average balance in accounts receivable.

Accrued expenses g% H
Liabilities related to expenses that have been incurred but not yet paid as of

the end of an accounting period—an example of an accrued expense is rent that
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has been incurred but not yet paid, resulting in a liability “rent payable”. Also
called accrued liabilities.

Accrued interest NitFl 2

Interest earned but not yet paid.

Accrued revenue Lritig A\

Revenue that has been earned but not yet billed to customers as of the end of

an accounting period.

Accumulated benefit obligation REFALINYE, BiItHBFNE

The actuarial present value of benefits ( whether vested or non-vested )
attributed, generally by the pension benefit formula, to employee service
rendered before a specified date and based on employee service and compensation
(if applicable) before that date. The accumulated benefit obligation differs from
the projected benefit obligation in that it includes no assumption about future
compensation levels. The present value of pension benefits, assuming the pension
plan terminated immediately such that it had to provide retirement income to all

beneficiaries for their years of service up to that date.

Accumulated depreciation ZEit#7IH
An offset to property, plant, and equipment (PPE) reflecting the amount of

the cost of PPE that has been allocated to current and previous accounting periods.

Accumulated service RitSREH

Years of service of a pension plan participant as of a specified date.

Acid test ratio EZILLHE

A stringent measure of liquidity that indicates a company’s ability to satisfy
current liabilities with its most liquid assets, calculated as (cash + short-term

marketable investments + receivables) divided by current liabilities.

Acquirer U7

The company in a merger or acquisition that is acquiring the target.
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Acquiring company U525
The company in a merger or acquisition that is acquiring the target.

Acquisition i
The purchase of some portion of one company by another; the purchase may
be for assets, a definable segment of another entity, or the purchase of an entire

company.

Acquisition method WXi% (fHHoHARIE)

A method of accounting for a business combination where the acquirer is
required to measure each identifiable asset and liability at fair value. This method
was the result of a joint project of the International Accounting Standards Board
(IASB ) and Financial Accounting Standard Board ( FASB ) aiming at

convergence in standards for the accounting of business combinations.

Action lag 1T@hi

Delay from policy decisions to implementation.

Active factor risk FZH[EFXEKE
The contribution to active risk squared resulting from the portfolio’s different-

than-benchmark exposures relative to factors specified in the risk model.

Active investment EZHITH, FARRE
An approach to investing in which the investor seeks to outperform a given

benchmark.

Active investment strategies T zZhiTEHMEE, MIRIT AL
An approach to investing in which the portfolio manager seeks to outperform

a given benchmark portfolio.

Active management IR
An approach to investing in which the portfolio manager seeks to outperform

a given benchmark portfolio.
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Active return BEUEE, FHER, FoHHE

The return on a portfolio minus the return on the portfolio’s benchmark.

Active risk FZHREE, FRIRXE

The standard deviation of active returns.

Active risk squared XZHREHIFEH

The variance of active returns; active risk raised to the second power.

Active share FFIA%
A measure of how similar a portfolio is to its benchmark. A manager who
precisely replicates the benchmark will have an active share of zero; a manager

with no holdings in common with the benchmark will have an active share of one.

Active specific risk FIhiFERKE
The contribution to active risk squared resulting from the portfolio’s active

weights on individual assets as those weights interact with assets’ residual risk.

Active strategy FRiRICHKEE, TINBIH R
In reference to short-term cash management, an investment strategy
characterized by monitoring and attempting to capitalize on market conditions to

optimize the risk and return relationship of short-term investments.

Active-lives EHSEFEAR

The portion of a pension fund’s liabilities associated with active workers.

Activity ratios EiEHEIER
Ratios that measure how efficiently a company performs day-to-day tasks,
such as the collection of receivables and management of inventory. Also called

asset utilization ratios or operating efficiency ratios.

Actual extreme events LFREZ EMMIHEYE (DHE)
A type of scenario analysis used in stress testing. It involves evaluating how

a portfolio would have performed given movements in interest rates, exchange



