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PREFACE

The upheaval in the banking industry, accompanied by new regulations has,
since 1985 when the last edition of this work appeared, generated a significant
outflow of new terminology.

Bank failures, global shifts in banking strategy, plans for single currency
and unified banking within the European Community, and a search for
currency convertibility in Eastern Europe and the former Soviet Union, all
combine to create some confusion along with the expansion of concepts and
phrases.

With this new edition, I have included the most current words in the bank-
ing industry, readjusted older ones, eliminated now obsolete concepts, and in
general, attempted to present the user with the most up-to-date glossary of
banking and related terminology available.

No dictionary can be the exclusive product of one person’s effort. Even when
written by one individual, such a work requires the tapping of many sources,
which is especially true of this book. By the very nature of the fields included, I
have had to rely on the able and extensive efforts of others.

When | have quoted a definition from another copyrighted source, a num-
ber in brackets appears at the end of the definition. This number indicates
the primary reference used in defining the term which is identified in the
“References” portion of the dictionary. When no reference source is shown
following a term, this suggests that I have not deliberately quoted the defini-
tion from any copyrighted source. Any apparent similarity to existing, unre-
leased definitions in these cases is purely accidental and the result of the
limitations of language.

Much assistance has come indirectly from authors of books, journal articles,
and reference materials. They are too numerous to be named here. Various
organizations have aided me directly by providing informative source materi-
als. Some government agencies and not-for-profit associations have provided a
considerable amount of usable information.

On a more personal level, I thank the various individuals whom [ used as a
sounding board to clarify my ideas and approach; they offered valuable sug-
gestions and encouraged me to go on with the project.

Without the confidence of Stephen Kippur, Senior Vice President of John
Wiley & Sons and my staunch supporter for more than a decade, Karl Weber,
former editor and now Associate Publisher, and my present editor Neal Mail-
let, this dictionary would never have appeared. Lastly, but always there is my
wife Ellen, daughters Liz and Lauren, and son-in-law Bob, who collectively

“.5___



continue to lend their reinforcement and share r~ interest i the mezaciag and
usage of words. Once again. I look forward it hearing from readers with
sugeesticns. both for changes and for future ent s,

TERRY M. ROSENBERG

Pl o0 en Yos
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INTRODUCTION

This dictionary is a practical guide and reference tool for proper handling of
the many banking and financial problems and questions that arise in business
every day. It provides a deeper understanding of operations, methods, and
practices in the rapidly changing fields of banking and finance.

This work of approximately 7,500 entries has been prepared with the hope
that awareness of the accepted meanings of terms may enhance the process of
sharing information and ideas. Though it cannot eliminate the need for the
user to determine how a writer or speaker treats a word, such a dictionary
shows what usages exist. It should reduce arguments about words and assist in
stabilizing terminology. Most important, it should aid people in saying and
writing just what they intend with greater clarity.

A word can take on different meanings in different contexts. There may be
as many meanings as there are areas of specialty. A goal of this dictionary is to
be broad and to establish core definitions that represent the variety of individ-
ual meanings. My purpose is to enhance parsimony and clearness in the com-
munication process within the banking and financial fields.

Many terms are used in different ways. I have tried to unite them without bias
of giving one advantage or dominance over another. Whenever possible (without
creating a controversy), | have stated the connection among multiple usages.

Commonly used symbols, acronyms, and abbreviations are given. Foreign
words and phrases are included only if they have become an integral part of
our English vocabulary.

Other dictionaries that deal with a similar subject tend to define their task
rather narrowly, whereas this work purports to reach throughout all depart-
ments within banks and financial institutions by acknowledging that the sum
of an organization is greater than any of its individual parts—the result, an
all-inclusive dictionary of banking and financial terms.

The broad base in the banking and financial fields necessitated inclusion
of terms within this dictionary from accounting, banking, brokerage, capital
structure, capitalization, collections, commercial banking, commodities
markets, computer systems, credit, credit unions, financial institutions, fi-
nancial law, financial management, financial planning, financial reports,
foreign trade, funding, government regulations and agencies, import-export,
insurance, investments, lending, methods of financing, manpower and hu-
man resources, Money concepts, mortgages, organization, personal finance,
public finance, savings and loan associations, savings banks, securities mar-
kets, services, sources of bank and financial information, systems, transfers,
and trusts.



ORGANIZATION

This is a defining work rather than a compilation of facts. The line is not easy
to draw because in the final analysis meanings are based on facts. Conse-
quently, factual information is used where necessary to make a term more
easily understood.

All terms are presented in the language of those who use them. The level of
complexity needed for a definition will vary with the user; one person’s com-
plexity is another’s precise and parsimonious statement. Several meanings are
sometimes given—relatively simple for the layman, more developed and tech-
nical for the specialist.

I have organized the dictionary to provide information easily and rapidly.
Keeping in mind two categories of user—the experienced person who de-
mands precise information about a particular word, and the newcomer, sup-
port member, teacher, or student who seeks general explanations—I have in
most cases supplied both general and specialized entries to make this dic-
tionary an unusually useful reference source.

FORMAT

Alphabetization. Words are presented alphabetically. Compound terms are
placed where the reader is most likely to look for them. They are entered under
their most distinctive component, usually nouns. Should you fail to locate a
word where you initially look for it, turn to a variant spelling, a synonym, or a
different word of the compound term.

Entries containing mutual concepts are usually grouped for comparison.
They are then given in inverted order; that is, the expected order of words is
reversed to allow the major word of the phrase to appear at the beginning of the
term. These entries precede those that are given in the expected order. The terms
are alphabetized up to the first comma and then by words following the comma,
thus establishing clusters of related terms.

Meadings. The currently popular term is usually given as the principal en-
try, with other terms cross-referenced to it. Some terms have been included for
historical significance, even though they are not presently in common usage.
Cross-References. Cross-references go from the general to the specific.
Occasionally, “see™ references from the specific to the general are used to
inform the user of words related to particular entries. “See” references to
presently acceptéed terminology are made wherever possible. The use of “Cf.”
suggests words to be compared with the original entry.

Synonyms. The word “synonymous” following a definition does not imply
that the term is exactly equivalent to the principal entry under which it appears.
Usually the term only approximates the primary sense of the original entry.
Disciplines. Many words are given multiple definitions based on their uti-
lization in various fields of activity. The definition with the widest application
is given first, with the remaining definitions listed by area of specialty (identi-
fied in boldface italic type). Since the areas may overlap, the reader should
examine g/l multiple definitions.

— 12 U
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A: see account.

AA: see active account

ABA:
(1) see American Bankers Associ-
ation.
(2) see American Bankers Associ-
ation number.

ABA Transit Code: see American
Bankers Association number.

abeyance: a temporary suspension of
title to property before the correct
owner is determined. See cloud on
title.

ability to pay: the ability of the bank
or financial organization’s man-
agement to meet the financial de-
mands of a union. This capacity
depends on the financial condi-
tion of the institution and is often
disputed.

abrasion: weight loss in coins that
results from wear in circulation.

absolute title: a title without any con-
ditions. An absolute title is usually
critical to the granting of a mort-
gage by a bank.

absorption account: see adjunct ac-
count.

abstraction of bank funds: laws deal-
ing with criminal offenses in the
banking field. For example, em-
bezzlement, abstraction, or willful
misapplication of bank funds are
misdemeanors and punishable by
fine up to $5,000 and/or imprison-
ment for five years.

abstract of title: an attorney’s pre-
pared statement tracing the history
of the ownership of real property
to determine the present title. See
deed, encumbrance, search, title
deed, title insurance.

abutting: joining or adjacent; con-
tiguous to another property. This
variable is clearly identified in the
granting of a bank mortgage.

AC: see account current.

accelerated remainder: property
that passes to the remainderman
through the failure of the income
or preceding beneficiary. [105]

acceleration clause:
(1) the statement that a debt must



2  acoceptability

be paid in total in the event of de-
fault of any of its covenants.
(2) aclauseincluded in the body of
a contract, stipulating that the en-
tire balance shall become due im-
mediately and payable in the event
of a-breach of certain other condi-
tions of the contract, such as insol-
vency or the debtor’s failure to pay
taxes on the mortgaged property.

scceptability: an attitude toward
money resulting in its acceptance
as a medium of exchange in the
marketplace. See eligible paper,
rediscount.

scceptance: a time draft (bill of ex-
change) on the face of which the
drawee has written “accepted” over
his signature. The date and place
payable are also indicated. The per-
son accepting the draft is known as
the acceptor. See bank acceptance,
draft.

scceptance credit: commercial banks
and foreign banking institutions
are able to participate in the ac-
ceptance practice to assist in fi-
nancing import-export and do-
mestic transactions by establishing
an acceptance credit with a bank.
See bank acceptance, letter of
credit.

scceptance for homor: the receiving of
a draft or bill of exchange by an-
other party when collection has
been rejected by the drawee and
protest for nponacceptance has been
claimed. Cf. notice of dishonor.

acceptance liability: a bank’s full li-
ability that has been accepted in
handling bills drawn on it by cus-
tomers for financing domestic, im-
port, or export business. Banks are
required by law to keep a record of
the total of the liability by such
acceptances in an account called

liability on account of accep-
tances. See acceptance credit, ac-
ceptance line, letter of credit.
acceptance liability ledger: a ledger
listing the bills accepted for each
bank customer entered under an
account containing his name, in-
cluding name and address of cus-
tomer, line, date, letter of credit
number, acceptance number, ex-
piration date, bill amount, total
amount accepted or expired, and
payment date. See acceptance li-
ability.
acceptance line: the maximum limit
in monies that a bank commits it-
self to accept for a single client.
acceptance maturity tickler: an ac-
counting where acceptances are
listed in order of maturity dates so
that the amount of daily maturi-
ties can be grasped quickly. One
page is usually given to the matu-
rities for each day. See tickler.
acceptance register: a record contain-
ing details on all bills accepted by
a bank for its depositors. Listed
by date, these entries include date
of acceptance, bank’s acceptance
number, name of bank representa-
tive giving authorization, signature
of representative, customer’s num-
ber of bill, date, tenor, maturity,
drawee, payee, amount, list of doc-
ument collected, affixed original
or duplicates, number, and credit
date.
acceptance supra protest: following
a protest, the payment of a bill to
preserve the reputation or credit
of the drawer or endorser.
accepted bill: see acceptance.
accepted credit card: any credit card
that the cardholder has requested
or applied for and received, or has
signed, used, or authorized another



