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PREFACE

It 1s now more than tive vears since The Dictionary of Investing (formerly
The ITnvestor's Dictionaryvy appeared. Global insesting has taken on new di-
mensions. with new markets proliferating and extending their influence and
dominance.

Innovative forms of investing have evolved. both within our borders and
around the world. From security trading to redl estate investments, from the
dramatic changesin brokering to federal legislation. from European capitals to
Far Eastern capitals. all dramatic influences on the terminology of financial
markets and investments.

Within this new edition. I have attempted to incorporate those phrases and
words that are ever present in the financial headlines. integrating the latest
thinking on investments, which will clarify for the user how the once confus-
ing and hopefully now. more readily understood terminelogy can be incorpo-
rated into action and rewards.

Without the confidence of Stephen Kippur, Senior Vice President of John
Wiley & Sons: Karl Weber. my former editor and now Associate Publisher:
and my new editor Neal Maillet. 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 continue to lend their support and share my
interest in the meaning and usage of words. Once again. I look forward to
hearing from readers with suggestions. both for changes and for future entries.

JERRY M. ROSENBERG. PH D
New York, New York
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INTRODUCTION

Old-hine exchanges are facing new challenges. Worldwide. wath 24-hour mmy est-
ment services utihzing computer and telecommunication systems. we will
witness a growing range of imvestment alternatives by institutions competing
for debt und equity capital in the international markets.

Fhe Dictionery incorporates traditional terms used by the 200-vear-old
securities exchange system and the 130-vear-old commodity and futures ex-
change system, and the more recent developments in our financial markets,
Innovations center on adaptations of standard instruments and markets in
areas such as government securities and foreign exchange accompanied by a
virtual explosion of new investment instruments. Intense competition. by its
very nature, will encourage further innovation, resulting in the ever-growing
need to be aware of investment terminology.

This work of approximately 7,500 entries has been prepared with the hape
that awareness of the accepted meanings of terms may enhance the process of
sharing information and i1deas. 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 assist in stabilizing terminology. Most im-
portant, it should aid people in saving and writing exactly 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 1o enhance parsimony and clearness in the communication
process.

Many terms are used in different ways. 1 have tried to unite them without
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 inciuded. For-
eign words and phrases are given only if they b~ve become an integral part of
our English vocabulary.

This work reaches throughout all departments within investment organiza-
tions. both private and public. by acknowledging that the sum of an organization
is greater than any of its individual parts—the result. an all-inclusive dictionary
of investing terms.

Among the numerous investing areas included in this dictionary are an-
tiques. art. bank depositories and securities. bonds, collectibles. commodity

.._...9.._.



markets. currency trading, debentures, diarmonds, exchanges, futures, govern-
ment 1ssues. insurance. investment trusts, legislation, metals, mortgage-
backed bonds, mutual funds, o1l investments, pass-through securities, pension
plans, real estate/property ownership, stocks, tax-exempt bonds, tax shelters,
and venture capital.

ORGANIZATION

Thisis a defining work rather than a compilation of facts. The lirie is not easy to
draw because in the final analysis meanings are based on facts. Consequently,
factual information is used where necessary to make a term more easily under-
stood. All terms are presented in the language of those who use them. The level
of complexity needed for a defimtion will vary with the user; one person’s
complexity 1s another’s precise and parsimonious statement. Several meanings
are sometimes given— relatively simple for the layperson, more developed and
technical for the specialist.

I have organized the dictionary to provide information easily and rapidly.
Keeping in mind two categeries of user—the experienced person who demands
precise information about a particular word, and the newcomer, support mem-
ber. teacher. or student who seeks general explanations. I have in most cases
supplied both general and speciatized entries to make this dictionary an unusu-
allv 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, usuaily nouns. Should you fail to locate a
word where you initially look for it, turn to a variant speiling, 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 1s, the expected order of word 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 alphabeuzed up to the first comma and then by words foliowing the comma,
thus establishing clusters of related terms.

Headings. The current popular term is usually given as the principal entry,
with other terms cross-referenced to it. Some terms have been included for
historical significance, even though they are no longer in common use.

Cross-References. (ross-references go from the general to the specific.

Occasionally, “see™ references trom the specific (o the general are used to
inform the user of words related to particular entries. “See™ and “see also”



references to currently accepted terminology are made wherever possible. The
use of “cf.” suggests words to be compared with the original entry.

Synonyms. The phrase “synonymous with” following a definition does not
imply that the term is exactly equivalent to the principal entry under which it
appears. Frequently 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
1s given first, with the remaining definitions listed by areas of specialty. Since
the areas may overlap. the reader should examine a// multiple definitions.
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(1) see account.
(2) includes Extra (or Extras) (in
stock listings of newspapers).
(3) the quality rating for a munici-
pal or corporate bond, lower than
AA and higher than BBB.
{4) the total average dollar inven-
tory.

Al: the highest class rating.

AA:
(1) see active account.
(2) see active assels.
(3) the quality rating for a munici-
pal or corporate bond, lower than
AAA and higher than A,

AAA: the Standard & Poor’s bond
rating, given only to bonds of the

highest quality. Moody's grants a’

parallel Aaa rating.

AAA (Triple A) tenant: a well-known
tenant. usually with a net worth in
excess of a million dollars. If large
and 1mportant, synonymous with
anchor.

Aaa: see A44.

AAD: see at a discount.

AAIL: American Asspcialion of In-
dividual Investors.

ABC Agreement: when buying a
New York Stock Exchange seat,
the applicant’s membership can be
bought by a member firm for his
or her use with monies advanced
by the member firm.

ability to pay: an issuer’s present and
future ability to generate sufficient
tax revenue to meet its contractual
obligations, accounting for factors
concerned with municipal income
and property values.

above par (value): the price of a
stock or bond, higher than its face
amount.

absolute priority rule: the concept
that creditors’ rights must be satis-
fied prior to stockholders’ equities
following liquidations or corpo-
rate reorganizations.

absorb:

(1) general: 10 merge by transfer
all or pdrtions of an account with



2 absorbed

another account, resulting in the
loss of identity of the first account
(2) investments: to ass:milate sell
orders of stock with offsetting re-
quests to buy.

absorbed: designates a security, no
longer in the hands of an under-
writer, and now with a shareholder.

absorption point: the point at which
the securities market rejects fur-
ther offerings unaccompanied by
price concessions. See digested se-
curities, undigested securities

ABT: see American Board of Trade

abusive tax shelter: a limited part-
nership that the IRS claims to be
an illegal deduction as it inflates
property values bevond their
fair market value. Should such
writeoffs be denied by the IRS.
investors often pay significant
penalties and interest charges, in
addition to back taxes.

A/C: see account.

accelerated cost recovery system: see
ACRS. 7

acceptance house: an organization
that specializes in lending funds on
the security of bills of exchange or
offers its name as an endorser to a
bill drawn on another party.

account (A/C):
(1) gemeral: an agreement between
a buyer and seller under which pay-
ment is to be made at a future time.
(2) gemeral: arecord of all transac-
tions and date of each, affecting a
particular phase of a bank or finan-
cial institution, expressed in debits
and credits, evaluated in money.
and showing the current balance, if
any.
(3) investment banking: a financial
and written arrangement between

partics to an underwriting syndi-
cate. or the status of stocks owned
and sold.
(4) securities: an arrangemen: be-
tween a broker-dealer house and 1ts
ciient wherem the firm. through its
registered representatives. serves
as agent in purchasing and selling
stocks and sees to related adminis-
trative matters.

account day: the day idenufied by
stock and commodity exchanges
for the settlement of accounts be-
tween members. Synonymous with
settlement day.

account executive: synonymous with
registered representative.

accounting rate of return: income for
a period divided by the average in-
vestment that has occurred during
that period.

account sales: a record prepared by a
broker, consignee, or other agent,
indicating the proceeds of goods or
securities purchased for the ac-
count of the owner.

account statement:
(1) a summary statement of all
transactions that shows the status
of an account with a broker-dealer
house, including long and short
positions. These statements are is-
sued quarterly, but when accounts
are active, more are usually issued
monthly.
(2) the option agreement required
when an option account is opened.

accredited investor: a wealthy in-
vestor who does not count as one
of the maximum of 35 people per-
mitted to put funds into a private
limited partnership. The SECs Reg-
ulation D states that in order to be
accredited, an investor must have a
net worth of at least $1 million, an



annual income of at least $200.600,
or must put at least $150.000 into
the deal, and the investment cannot

account for more than 20 percent of’

the investor's worth.

accreted value: the theoretical price
of a bond if market interest rates
were to remain unchanged.

accretion: a monthly increase in value
for tax and accounting needs for
adjusting the purchase price of an
original-issue discounted bond so
that the acquisition price will equal
par value at maturity.

accretion account: a record of the
increase between the acquisition
value and the face value of bonds
purchased at a discount.

accrual of discount: the yearly addi-
tion to book value of bonds that
have been bought below par.

accrued dividend: the customary
regular dividend considered to be
earned but not declared or payable
on legally issued stock or other in-
struments of part ownership of a
legally organized business or fi-
nancial institution.

accrued interest (Al): a bond’s accu-
mulated interest made since the
last interest payment. The pur-
chaser of the bond pays the market
price plus accrued interest. Bonds
that are in default and income
bonds are exceptions. See flar.

accumulate: a purchase by traders
who hope to retain the contracts
for a more or less extended period.

accumulated dividend: a dividend
not paid when due. The dividend
is expected to be paid at a later
time, but it becomes a business li-
ability until payment.

accumulated profit tax: atax penalty
directed at corporations that avoid

ACE 3

announcing dividends to reduce
stockholders’ declarations of addi-
tional income.

accumulated surplus: a corporation’s
excess of profits that are either
reinvested or held.

accumulation:
(1) general: adding income from
dividends, interest. and other

sources to the principal amount of
a fund. and the treatment of such
additions as capital.
(2) investments: the deliberate,
well-controlled assembling  of
blocks of stock without necessar-
ily bidding up prices.
(3) investments: profits that are
not distributed to stockhoiders as
dividends but are instead trans-
ferred to a capital account.
(4) mutual funds: an investment
of a fixed dollar amount regularly,
and reinvestment of dividends and
capital gains.

accumulation area: the price range
within which investors accumulate
shares of an issue. Analysts identify
accumulation areas when a secu-
rity does not fall below a specified
price.

accumulation bond: see bond. accu-
mulation.

accumulation plan: a schedule that
permits an investor to buy mutual
fund shares on a regular basis in
differing amounts, with provisions
for the investment of income divi-
dends and the acceptance of capi-
tal gains distribution in additional
shares. Such plans can be either
voluntary or contractual.

accumulative dividend: see cumula-
tive dividend.

ACE: seec AMEX Commodities Ex-
change.



