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at the market: anorderthat
the broker has executed atthe
best price available after it was
received by the broker onthe
floor ofthe exchange, synony-
mous with market order. see
limitorder.

deficit spending: the spend-
ing of public funds raised by
borrowing rather than by
taxation. A fiscal activity often
associated with the govern-
mentthat spends more than it
collects from taxes and other
revenues, Some fiscal policy
experts pointoutthatanin-
crease inthe deficit stimulates
the economy, whereas a
decrease inthe deficithas the
opposite effect. cf. deficit
financing.

Government National
Mortgage Association
(GNMA): an agency of the
Department of Housing and
Urban Development. Its
primary function isinthe area
of government-approved
special housing programs, by
offering permanentfinancing
for low-rent housing. Nick-
name, Ginnie Mae. see Ginnie
Maetrusts.

prime interest(rate):the
rate of interestcharged by a
commercial bank for large
loans made to its most credit-
worthy business and industrial
customers; itisthe lowest
interest rate charged by the
bank. The prime ratelevel is
determined by how much
banks haveto pay for the sup-
ply of money from which they
make loans. Inan inflated
economy, banks pay increas-
ingly higher rates for funds,
andthe prime raterises. When
inflation subsides, the prime
rate usually drops. The Fed-
eral Reserve Bank'scharge
for negotiable business
instruments, which is publicly
established, influences the
rate for all other business
interest payments.

supply-side economics:
aconcept that shiftsthe
emphasisfromaggregate
demand economics (which
Keynes considered the most
important economic variable)
toinvestmentand production.
Itlays great stress on the re-
pressive role of taxes, and it
leadslogically to a strong
endorsement of tax cuts
designedtoencourage
investment.

tax shelter: thetermapplied
to ameans oflegal avoidance
of paying a portion ofone’s
income taxes by a careful
interpretation of tax regula-
tions and adjustment of one’s
finances to take advantage of
IRS rulings. The Tax Reform
Act of 1976 placed new restric-
tions ontax shelters.

yo-yo stocks: highly volatile
securities; these are high-
priced specialty issues that
fluctuate greatly in price.

zero-balance account:
anarrangement, agreedtoin
advance by adrawee bank,
under which a customer issues
checks onanaccounteven
though funds do not existin
thataccountto coverthe
items. When the checks are
physically presented to the
drawee and posted, creating a
minus balance, the bank con-
tacts the customer, reports the
overdraftfigure, and transfers
funds from another accountto
eliminate it, thus restoring the
accounttoazerobalance.
Commonly used by corpo-
rations that have many dis-
bursing points and by many
agencies of government.

JERRY M. ROSENBERG

FOREWORD BY DAVID ROCKEFELLER
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FOREWOIRD

David Rockefeller

Chase Manhattan Bank,
N.A.

Chairman and Chief
Executive Officer (retired)

As | look back over nearly 35 years as
a banker, | cannot help noting how
much more complex banking is now
than when | began my career. It has in-
deed been a business of change, with
the rate of change itself continually in-
creasing.

From all indications, this rapid
change in the banking business is not
likely to abate. Rather, all indicators
suggest that it is likely to increase geo-
metrically in the days ahead. Increas-
ingly responsive communications and
increasingly diverse and demanding
market forces have led to more com-
plex arrangements for lending, funding,
money transfers, and other bank serv-
ices. At the same time, increased com-
petition has made it necessary for
financial institutions to market their
products and services more vigorously
and effectively.

New international financial struc-
tures which have emerged in past de-
cades have themselves induced other
changes in banking—and it is likely that
more structural changes will be created
in the future to serve international fi-
nancial needs and markets.

Meanwhile, on the domestic scene,
crumbling statutory and regulatory bar-
riers between banks and other kinds of
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financial institutions, in conjunction
with long overdue trends toward re-
duced regulation, have added new
competition for commercial banks.
New and more innovative competitive
responses will no doubt be required.

New markets, new products, new
regulatory constraints, new partici-
pants, and new competitors in the fi-
nancial marketplace—all these repre-
sent chatlenges to clear understanding
and communications in an increasingly
complex and evolving business.

In this challenging atmosphere of
transition and turmoil in the financial in-
dustry, effective communication—clear
understanding among people and fi-
nancial institutions—is absolutely fun-
damental to business effectiveness.
Simply put, we must know how to ex-
press precisely what we mean, and we
must be able to discern correctly the in-
tended meaning of what is being said to
us. The changes in our financial com-
munity, domestically and international-
ly, and the need to communicate more
clearly make it essential that we use ter-
minology accurately, and that we agree
on the full meaning of the terms we use
in our business affairs. This clarity of
meaning is as important in our letters to
associates and statements to the public
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as it is in our highly structured financial
communications, letters of credit, and
loan agreements.

Thus, as we face a changing busi-
ness and financial environment and
recognize the need to communicate
more clearly, | am confident that Pro-
fessor Rosenberg’s dictionary of terms
in banking and finance will be wel-
comed by the community it seeks to

serve. | am particularly pleased that it
reaches to the periphery of banking
and financial services so that relevant
terms in such areas as computer sys-
tems, organization, and manpower can
be understood in their banking and fi-
nancial contexts.

August, 1980



PREFACE

A revolution among financial institu-
tions is under way. Differences be-
tween them are fading, arbitrary
barriers to nationwide retail banking
are threatened, and the dividing line be-
tween banking and securities is chal-
lenged.

Sweeping legislation passed in
1980—the Depository Institutions De-
regulation and Monetary Control Act—
ratified and extended innovation and
price competition in the financial mar-
ketplace, and over the course of the
next few years these changes will bring
about a rationalization of the industry
via interstate banking.

As the shape of financial institutions
is transformed, savings and loan as-
sociations are going to take on more
qualities usually atiributed to commer-
cial banks, and they will have to man-
age their assets and liabilities more like
commercial banks.

In sum, with deregulation in banking
and finance, change is bound to create
a combination of threats and chai-
lenges, requiring a better awareness of
the'full range of strategies, options, and
meanings open to all.

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 deep-
er understanding of operations, meth-
ods, and practices in the rapidly
changing fields of banking and finance.

This work of approximately 10,000
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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 mean-
ings 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 defini-
tions that represent the variety of indi-
vidual meanings. My purpose is to
enhance parsimony and clearness in
the communication process within the
banking and financial fields.

Many terms are used in different
ways. | have tried to unite them without
bias of giving one advantage or domi-
nance over another. Whenever possi-
ble (without creating a controversy), |
have stated the connection among mui-
tiple 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 pur-
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ports 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 fi-
nancial fields necessitated inclusion of
terms within this dictionary from ac-
counting, banking, brokerage, capital
structure, capitalization, collections,
commercial banking, commodities
markets, computer systems, credit,
credit unions, financial institutions, fi-
nancial law, financial management, fi-
nancial planning, financial reports,
foreign trade, funding, government reg-
ulations and agencies, import-export,
insurance, investments, lending, meth-
ods of financing, manpower and human
resources, money concepts, mort-
gages, organization, personal finance,
public finance, savings and loan as-
sociations, savings banks, securities
markets, services, sources of bank and
financial information, systems, trans-
fers, 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 lan-
guage of those who use them. Obvi-
ously, the level of complexity needed

for a definition will vary with the user;
ohe person’s complexity is another’'s
precise and parsimonious statement.
Several meanings are sometimes giv-
en—relatively simple for the layman,
more developed and technical for the
specialist.

| have organized the dictionary to
provide information easily and rapidly.
Keeping in mind two categories of us-
er—the experienced person who de-
mands precise information about a
particular word, and the newcomer,
support member, teacher, or student
who seeks general explanations—I
have in most cases supplied both gen-
eral and specialized entries. This com-
bination of ‘“‘umbrella” entries and
specialized definitions should make
this dictionary an unusually useful ref-
erence 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 compo-
nent, usually nouns, which tend to be
more distinctive than are adjectives.
Shouid you fail to locate a word where
you initially look for it, turn to a variant
spelling, a synonym, or another, differ-
ing 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
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the term. These entries precede those
that are given in the expected order.
The terms are afphabetized up to the
first comma and then by words follow-
ing the comma, thus establishing clus-
ters of related terms.

Headings. The currently popular term
is usually given as the principal entry,
with other terms cross-referenced to it.
Some terms have been included for his-
torical significance, even though they
are not presently in common usage.

Cross-References. The rule followed
for cross-references calls for going
from the general to the specific. Occa-
sionally, ‘“‘see” references from the
specific to the general are used to in-
form the user of words related to partic-
ular entries. *“‘See” references to
presently accepted 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 utili-
zation in various fields of activity. The
definition with the widest application is
then given first, with the remaining defi-
nitions listed by area of specialty (iden-

tified in boldface italic type). Since the
areas may overlap, the reader should
examine all multiple definitions of a
term.
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A:
(1) see account.
(2) Class “A” or Series “A.”
(3) the total average dollar invento-
ry.

A1: the highest class rating.

AA:
(1) see active account.
{(2) see active assels.

AAD: at adiscount.

AB: see bond adjustment.

ABA:
(1) see American Bankers Associa-
tion.
(2) see American Bankers Associa-
tion number.

abandonment
(1) general:
without the intention of regaining
possession at some later time.
(2) finance: the elimination from
use of a fixed asset. The total retire-
ment of a fixed asset from service,
following salvage or other reclaiming
of removable parts.
(3) Jaw: with a patent, trademark,
or copyright, the cession of rights by
the owner, wherein his invention, de-
sign, or name falls into the public do-
main.

abandt: see abandonment.

abatement
(1) finance: the cancellation of
part or all of an expenditure.
(2) finance: the cancellation orre-
duction of an assessed tax.

giving up a facility:

(3) law: a reduction or
down, as with a nuisance.
abator: one who gains iliegal posses-
sion of an estate, thus preventing the
rightful heirs from obtaining posses-

sion.

ABA Transit Code: see American
Bankers Association number.

ABC Agreement: when buying a New
York Stock Exchange seat, the appli-
cant’s membership can be bought by
a member firm for his use with mon-
ies advanced by the member firm.

Abe’s cabe: slang, a $5 bill.

abeyance
(1) banking: a temporary suspen-
sion of title to property before the
correct owner is determined. See
cloud on title.

(2) Ilaw: the state of not having
been settled.

ability: skill, aptitude, and other fac-
tors essential in job performance. It
is measured by work records, per-
formance measures, and other rat-
ings designed to identify an
employee’'s day-to-day handling of
his work.

ability test: atest of performance, pre-
pared to reveal a level of present abil-
ity (e.g., a bank teller test or a typing
test).

ability to pay
(1) general: the ability of the bank
or financial organization’s manage-
ment to meet the financial demands

pulling
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of aunion. This capacity depends on
the financial condition of the institu-
tion and is often disputed.
(2) general: also used regarding a
borrower—that is, capacity to pay
back.
(3) finance: a criterion used to as-
certain who shall bear the cost of
government programs; the rationale
for taxing individuals in the form of a
progressive income tax.

ab initio: “from the beginning’ (Lat-
in). For example, an individual who
enters the land of another person by
permission and thereafter abuses
that right becomes a trespasser ab
initio—that is, becomes a trespasser
from the first time he walked on the
property.

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

abrasion: weight loss in coins that re-
sults from wear in circulation.

abrogation of agreement: the cancel-
lation or setting aside of a contract or
any portion of it.

absence: an employee's temporary
unavailability for work lasting for one
or more days or shifts.

absenteeism: being absent from
work, especially when deliberate or
habitual.

absenteeism, chronic: the constant
recurrence of absences.

absolute address
(1) computers: the actual address
of a location described in terms of a
machine code numbering system.
(2) synonymous with “‘specific ad-
dress”’ and machine address.

absolute advantage: an advantage of
one nation or area over another in the
costs of manufacturing an item in
terms of used resources.

absolute code
(1) computers: coding designed
so that all instructions are described
in basic machine language.
(2) synonymous with “specific cod-
ing”.

absolute error
(1) computers: a form of error in
which the magnitude of erroris deter-
mined without regard for the algebra-
ic sign or direction.
(2) statistics: the amount of error
expressed in the same units as the
quantity holding the error.

absolute ownership: where the inter-
est or exclusive right of possession of
the insured is so free from limitations,
restrictions, or qualifications that it
cannot be taken from him without his
consent. [56]

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

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

absorb
(1) general: to merge by transfer
all or portions of an account with an-
other account, resulting in the loss of
identity of the first account.
(2) finance: to include pertinent
actual costs in determining a price or
standard cost.
(3) investments: to assimilate sell
orders of stock with offsetting re-
quests to buy.

absorbed: designates a security, no
longer in the hands of an underwriter,
and now with a shareholder.
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absorbtion account: see adjunct ac-
count.

absorption point: the point at which
the securities market rejects further
offerings unaccompanied by price
concessions. see digested securi-
ties, undigested securities.

abstinence concept: atheory accord-
ing to which a postponement in the
use of an item involves a cost that
shouid be reimbursed by a payment
such as interest.

abstract: a brief summary of a poten-
tial employee’s background, inter-
ests, and other relevant information.

abstraction of bank funds: laws deal-
ing with criminal offenses in the
banking field. For example, embez-
zlement, abstraction, or willful misap-
plication 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 de-
termine the present title. see deed,
encumbrance, search, title deed, title
insurance.

abutting: joining or adjacent; contigu-
ous to another property. This varia-
ble is clearly identified in the granting
of a bank mortgage.

AC
(1) see account current,
(2) see active capital.

A/C: see account.

ACB: see Associated Credit Bureaus
of America, Inc.

Acc.
(1) accept.

(2) accepted.
(3) see account.

accelerated depreciation: deprecia-

tion at a larger than expected rate;
makes the depreciation allowance,
therefore the tax allowance, available
sooner, resulting in a benefit to the
owner.

accelerating premium pay: awage in-
centive system under which the bo-
nus or premium is progressively
higher as the production standard is
exceeded.

acceleration: by law, when an install-
ment obligation goes into default, all
remaining installments become im-
mediately due and payable; thus suit
can be brought for the entire unpaid
balance. see recomputation. [55]

acceleration clause
(1) banking: the statement that a
debt must be paid in total in the event
of default of any of its covenants.
(2) law: a clause included in the
body of a contract, stipulating that
the entire balance shall become due
immediately 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.

accelerator: see marginal propensity
to invest.

acceptability: an attitude toward mon-
ey resulting in its acceptance as a
medium of exchange in the market-
place. see eligibie paper, rediscount.

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



ACCEPTANCE CREDIT

acceptance credit: commercial banks
and foreign banking institutions are
able to participate in the acceptance
practice to assist in financing import-
export and domestic transactions by
establishing an acceptance credit
with a bank. see bank acceptance,
letter of credit.

acceptance for honor: the receiving
of a draft or bill of exchange by an-
other party when collection has been
rejected by the drawee and protest
for nonacceptance has been
claimed. cf. notice of dishonor.

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

acceptance liability: a bank’s full lia-
bility that has been accepted in han-
dling bills drawn on it by customers
for financing domestic, import, or ex-
port business. Banks are required by
law to keep a record of the total of the
fiability by such acceptances in an
account called liability on account of
acceptances. see acceptance credit,
acceptance line, letter of credit.

acceptance liability ledger: a ledger
listing the bills accepted for each
bank customer entered under an ac-
count containing his name, including
name and address of customer, line,
date, letter of credit number, accep-
tance number, expiration date, bill
amount, total amount accepted or ex-
pired, and payment date. see accep-
tance liability.

acceptance line: the maximum limit in
monies that a bank commits itself 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 maturities
can be grasped quickly. One page is
usually given to the maturities for
each day. see tickler.

acceptance register: a record con-
taining 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 representative
giving authorization, signature of
representative, customer’s number
of bill, date, tenor, maturity, drawee,
payee, amount, list of document col-
lected, affixed original or duplicates,
number, and credit date.

acceptance supra protest: following a
protest, the payment of a bill to pre-
serve the reputation or credit of the
drawer or endorser.

acceptor: the drawee of a note for
acceptance, who upon signing the
form, agrees to pay a draft or bill
when due.

access: the process or act of putting
financial data into computer storage
or retrieving data from the computer.

accession
(1) general: the hiring of a new
employee or the rehiring of a former
worker.
(2) banking: elevation to a higher
office within the bank.
(3) law: thedoctrine thatthe prop-
erty owner is entitled to all that is
added or affixed to the property.

accession rates: the average number
of persons added to a payroll in a giv-
en period per 100 employees. see
turnover.

access right: the right of an owner of
property or another person with the
owner’s approval to enter, enjoy, or
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leave the property without obstruc-
tion. if the property abuts on a public
way, this is called a direct access
right. If there is other property inter-
vening between the owned property
and the public way, the right is known
as an easement right.

access time

(1) computers: the time interval
between the instant at which data are
tequested from a storage device and
the moment delivery begins.

(2) computers: the time interval
between the moment data become
ready for storage and the instant stor-
age is terminated.

accidental death benefit: a benefit in

addition to the face amount of a life
insurance policy, payable if the in-
sured dies as the result of an acci-
dent. Sometimes referred to as
double indemnity. [58]

accident severity: a measure of the

amount of time lost as the result of an
accident.

accommodation: historically, the

lending of currency by a person who
has it to another who has need of it,
without collateral. More popularly,
the lending of a person’'s honor or
credit, without any consideration, to
enable another to obtain borrowed
money.

accommodation bill (of lading): a bill
of lading issued by a common carrier
before receipt of items for shipment.
see bill of lading.

accommodation charge: a single

purchase when credit is arranged on
a temporary basis without the need to
open a regular credit account. sy-
nonymous with ‘‘this transaction
only.”

accommodation check: a check

drawn by an association on its ac-
count with a bank, payable to a third
party named by the saver making the
withdrawal. [59]

accommodation endorsement: the
signature or endorsement of a note
or draft solely for the purpose of in-
ducing a bank to lend money to a
borrower whose personal credit is
not substantial enough to warrant a
loan.

accommodation endorser: a person
who endorses a negotiable instru-
ment for the accommodation of an-
other person or parties, having no
ownership right but simply guaran-
teeing the fulfillment of the contract
to subsequent holders of the instru-
ment. see endorsement; endorser.

accommodation note: any note that
has received an accommodation en-
dorsement.

accommodation paper: a promissory
note, endorsed by an individual(s),
allowing the original signer of the
note to receive bank credit; thus the
second or other signer(s) accept the
guarantee of credit.

accommodation party: one who signs
a note as maker, drawer, acceptor, or
endorser without receiving value, al-
though remaining totally liable for the
purpose of lending the credit worthi-
ness of his or her name to another
person. see accommodation paper.

accord and satisfaction: an agree-
ment between two people, one of
whom has a right of action against
the other, that the latter should do or
give, and that the former accepts,
something in satisfaction of the right
of action that is different from, and of-
ten less than, what might be enforced
by law.



