Glossary of Financial Terms

1099-INT form: A tax form that you get from your credit union or other financial
institution that reports the payment to you of interest earned on your savings.

Account: A business agreement between two or more people or companies that inciiudes the
exchange of money or some other asset. For example, you might have a savings.account,
checking account, and/or credit card account.

Accounts payable: Money that a company owes to suppliers of gogds 67d)Services purchased
on credit. The accounts payable amount is a liability to the compafiy.(Compare with accounts
receivable.)

Accounts receivable: Money that is owed to a company for-goods and services it has
provided to customers on credit. The accounts receivable amount is an asset to the
company. (Compare with accounts payable.)

Advertising: Marketing messages brought to/ysi in variotis forms such as: néwspapers,
magazines, billboards, letters, radio, telexision, and online. Marketers payfor the space that
carries their message to you. (The word “ads" is ghent for advertisemenis.)

Affinity card: A type of credit ¢ardissued(aintly by a lending.itistitution and a non-
financial organization, such as'a retail store)or not-for-profitigroup. (Also known as a co-
branded card because it bears each gartrer's name.) As epraffinity card-holder, you usually
are entitled to discounts er-sther special deals from thener“financial partner. In some
cases, for example witen:the non-financial partner isihenvironmental group, using the card
means that the oroup.receivesadonation in your.fiatae“in the amount of a percentage of the
purchase. Usualiy-an af finity-card will cost morieio-use than a credit card directly from a
credit union‘orether lénder.

Annual percentage rate (APR): Annudl interest ifate expressed as a percentage of the loan
baldnce:

Account statement: A writtéenrecord-of.changes in your credit union account s. You'll
autofnatically, usually eacimonth or-each quarter, receive account statements that show
additions to and subtrdctions from ygur account balance.

Antitrust: Activifiesfo preVent business practices that restrain competition. (See trust.)

Asset: Anything of value¥hat a person or organization owns. Examples include cash,
securifies;.accounts\receivable, inventory, and property such as land, of fice equipment, or a
houseér car. (Cambare with liability.)The same item can be both an asset and a liability,
depending on your point of view. For example, a loan is a liability to the borrower because it
representsmoney owed that has to be repaid. But to the lender, a loan is an asset because
it represents money the lender will receive in the future as the borrower repays the debt.)



ATM card: A plastic card that allows you to get basic financial services from an automated
teller machine.

Automated teller machine (ATM): A device for conducting business at your credit uniét.or
other financial institution without a teller's help even when it's closed. With an ATM cand,
you can typically withdraw cash, transfer money between two accounts, or check«our:
account balances.

Audit: A periodic check of an organization's financial and accounting régords’to ensure that
its management and staff are following sound business practices. Sorfe-gidits are required
by law and may involve hiring an independent professional auditorAlse’an IRS examination
of an individual's or corporation's tax return.

Balance: 1. The amount of money in an account. 2. Compariing your personal check records
with the checking account statement your credit uniori-sends you to make sure the amounts
match, or "balance." Also known as "reconciling" yauk£hecking\account.

Bank: A business, with a state or federal goverhment charier, that provides(services such
as paying interest on deposits, issuing and;coliecting ¢hegks, and making lgans especially to
businesses. Shareholders receive part gf.abank’s/profit as a return on, their investment in
the bank, represented by the stock.that-they vepurchased.

Bank holding company: A comfiany-that cwns<ore than one bank,

Bankruptcy: The result-ofitourt.decision to excuse sgmeor all of the debts of an
insolvent person or, cérpordation. Bankrupt corporations tisually go out of business. Bankrupt
people usually hayve athard time.getting credit later .and may lose property, which a judge
orders to be sold\in order(ta.repay as much dels$ as possible.

Barter: The practite of €xchanging one goud-or servicefor another, without using money.

Berieficiary: Soreone who benefits by.receiving fiohey from an insurance policy, will, or
teast fund:

Boand of directors: People that)shirenolders have elected to oversee the management of a
credit-dhion, corporation, &r otheii organization. Directors meet periodically to fulfill their
fegal responsibility 1o represexi the'other shareholders' interests. Although most
oi‘ganizations pay their directors for their services, most credit union boards consist of
unpaid volunteers:

Bond: A legab docurest that is a promise to repay borrowed principal along with interest on
a specified scheduleor certain date (the bond's maturity). Federal, state, and local
governrtients,\corporations, and other types of institutions raise capital by selling bonds to
investors.



Bounced check: A check written for an amount exceeding the checking account balance.
Bouncing a check has several negative consequences for the account holder, including fees
and a damaged credit report. When a financial institution closes a checking account due to
bounced checks, the account holder's hame becomes part of a national list of people wha've
mismanaged checking accounts—making it difficult o open another one.

Brand: A printed symbol of ownership that a company hopes consumers will. associgte with
quality.

Brokerage firm: A company that assists buyers and sellers of investients for a fee.

Budget: A tool individuals, companies, and governments use ta.plan-earnings and expenses
for a period. A personal budget lists income and expenses sych.as housing, food, clothes, and
entertainment. A balanced budget also includes saving a giortioh of income. To budget is to
create a plan for funds, time, or other items.

Capacity: Your ability to repay a loan, estimatedlin part framour work history &ridcurrent
income.

Capital: 1. Wealth in the form of cash gripropertythat can be used to-earn-income. 2. The
net worth of a business, which is the ametnt by whith its assets are(gredter than its
liabilities. 3. What you own free dndclear.

Career: The work you choose.as’your«occupation for life.

Cash: 1. Currency and ceins. 2. The gurrency, coins, benk‘balance, and (negotiable) money
orders and checks that a business owns.

Certificate of . deposit((€D): A debt instrumreni=-from.a-financial institution. When you
purchasexa Ch*fromiyour-credit union (usualy-some/fnultiple of $500 or $1,000), you're
lending it that amoiunt for a specific périod; for whickyou'll earn a specific amount of
interest. Tf.you warnt your money back early/you'i-dsually have to pay a penalty.

Character:Your willingness to repay afoan, estimated, in part, from your credit history.

Chartvei: Government gathierizatign-iovdo business. A credit union or other financial
nstitution must hayga charter(witi-a state or the federal government.

Check: A docuyirient thai promises to pay a specific amount of money, taken from funds on
deposit, to.@specificparty on demand. Some credit unions call a check a share draff.

Check register: The written record you keep of your checks as you write them and the
deposits you make in your checking account. Each month when you get your checking account
statemeniSyau’ll want to balance your account to make sure that you know the maximum you
can write checks for without getting hit with a non-sufficient funds penalty.



Checking account: An agreement that allows you to write a check for payment from
deposits in a financial institution. Some credit unions call a checking account a share draft
account.

Circulation: The total of all currency in use at a given time.
Closing price: The price of a stock's final trade at the end of the official troding ¢ay.

Collateral: What you give up if you don't repay a loan. For example, the zollateral on a car
loan is usually the car itself. If you don't make payments on time, thelender can take the
car and sell it to pay off the loan.

Commercials: Marketing messages brought to you on televigioh.or radio. Marketers pay for
the time to broadcast their message to you.

Commercial bank: A bank that of fers services tosindividuals, but specializes in busitiess
deposits and loans.

Commission: A fee an investor pays a broker féi* execliting a transaction—sbuying or selling

stock. The commission may be a flat fee—=say $7500 per trade, it may-be:s¢t at a certain

amount per share of stock involvediin the*trangaztion, or it may be kiased/ on the total value
of the transaction.

Commodity: A useful or valighle obje¢t, ustally used in refzrence to trade.

Common bond: Charatteristics, stichras employer or comimunity, that link the member s of a
particular credit union:>A common/bond distinguiskes members, who are eligible to receive
services from that credit(anion, from the general public,

Compound. interestiInterest calculated-notenly on/ihewriginal principal (def. 3) that was
saved byt also on/fhe interest earned.-2arlier and{ieft-in the account.

Compounding: Earning interest o priicipal-saved and on previously earned interest.

Consiimer-Price Index (CPI): A medsure of inflation that calculates the change in the cost
of a fixXed set of goods-und-services;\ncluding housing, electricity, food, and transportation.
The federal government-publisiies tiie CPI, which is also called the cost-of-living index,
monthly. See "What'is’a doliarwarth?"

Cooperativé: Ararrangement in which each participant is part owner of an asset or group of
assets—For examplé;pzople have formed a cooperative (sometimes known as a "co-op") to
demosratically share‘ownership of a business or apartment building. A credit union is a
financiai cooparagive.

Corporation: A type of business organization that exists separately from its owners. A
corporation has a charter giving it legal rights and responsibilities that protect its owners



by limiting their potential obligation and losses. Corporations raise capital and distribute
ownership by selling shares of stock.

Co-sign: To accept joint responsibility for repaying someone else's loan. If the borrowér
doesn't make loan payments, the co-signer is liable for the debt.

Cost-of -living adjustment (COLA): A yearly change in workers' pay to erase the effect of
inflation on purchasing power. A COLA is usually a wage increase, based on4he Consumer
Price Index.

Counterfeit: Fake, usually referring to phony currency. The Secrg+.Service is in charge of
investigating counterfeit money in the U.S. and can tell you adot abeut its history and what
it looks like.

Credit: A legal agreement in which a borrower receives'sotething of value now by promising
to pay the lender for it later. When the item of vallieZis money, the agreement is cailed a
loan. When the item of value is a product, the puiichaser buys=it "on credit." (See'digo
finance.)

Credit bureau: A company that recordsborrowers’ credit histories. The:three U.S. credit
bureaus are Equifax Credit Information-Services, Experian, and Trahs Union Credit Bureau.

Credit card: A plastic card thai~atows you-Fé“borrow money or buy products and services on
credit with your signature_Thelender(Thai issues the credit card puts a dollar limit on its
use, depending on your eredifworthiness:(Compare with-debit’card.)

Credit history: A.record.ofloan‘repayment. Financial institutions send information on the
loans they Wiake Yo sevéral companies to keep’as-d refeirence for future lending. Each time
you apply:for a loan;*the fender will check your“credit-history with these companies. As a
consurfier,yyou have certain rights to review younirecerd and correct inaccuracies. A credit
history.is alse:cailed a credit record or ¢redit profile.

Credit rating: A financial instifution's'estimate of how risky it is to lend you money. Your
creditrating will be baseg-on such factors’as your income, your history of repaying debt,
and your work record.

Credit report:cAirecard of (your-credit history.

Credit union: A-iot-for-profit financial cooperative whose members own it. You are eligible
to join-a‘particular Gredit union if you belong to the field of membership defined in its
charter! All members have the right to democratically elect a board of directors. The board
gives the crediiunion's management and staff general instructions. Historically, credit
unions encaurage thrift among members and provide them with credit at a low rate.



Credit union member: Someone who meets the eligibility requirements for joining a credit
union and who maintains a required minimum savings balance. A credit union's members own
the credit union.

Credit Union National Association (CUNA): A not-for-profit tfrade association for-c¢redit
unions. To join CUNA, credit unions pay dues. In return, CUNA represents creditGhions'
interests with federal government agencies and members of Congress. CUNA aiso provides
information, public relations, professional education, and business developmetit services to
credit unions.

Creditworthiness: A lender's estimate of a borrower's ability to pepaya loan.
Creditworthy: Having a favorable credit rating.

Currency: Paper money. Explore the federal governmeitt'stAmerican Currency Exhibit online
and take a virtual tour of the Money Museum.

Debit card: A plastic card that you can use like a'creditcard. The differengeis that a
credit card lets you borrow money for a piurchase, while'a debit card makes-payment
immediately and electronically from your-checking-account or savings account; also called
“check card" or "cash card."

Debt: A liability in the form ef a:bend, ldan agreement, or mortgage, owed to someone else
with the promise of repayment by a cértain date, the debt s maturity.

Debt consolidation ldan: A loan tisedto repay severgt-other loans. Debt consolidation usually
reduces the borrower s monthily_bayments by lowering-the interest rate or extending the
repayment period.or both!

Debt instrument: L2Awritten agreement.fo reépay dioan such as a bond or CD. 2.A
borrowed tiba.

Dieductionss Amounts subtracted oty withheldfrom your gross income (def. 1). Some
deductions such as taxes, are required-by law. Others are elective. For example, you might
have/the option of putting-part of y6ur/earnings aside in a pension plan, individual retirement
agcourrts (IRA), or other savings dccouht. You also might instruct your credit union to
automatically regularly deduct@ioair payment so that you don't have to remember to write a
check each montli{also call¢dpayroll deductions").

Default: Fdiiure“to fallow:the terms of a loan agreement, usually by not making payments on
time.

Deflation: A drep in overall prices, often the result of a shortage of money or credit.
Deflation is-the opposite of inflation.



Deposit: 1. Money you place in a savings account at a financial institution. 2. Money you give
to a seller as proof of your intention to buy a piece of property; also called "down payment."
3. To put money into your credit union account.

Deposit insurance: A system that guarantees that people who deposit their money’ina
financial institution are protected if the institution fails. Depending on the type @¢f:account
and ownership, this protection totals $100,000 or more. Two government agencies)provide
this type of coverage: the National Credit Union Administration insures credit inions and
the Federal Deposit Insurance Corp. covers banks. Some financial institations buy similar
coverage from private insurers.

Depository bank: A financial institution that holds excess maney for other financial
institutions such as your credit union.

Depreciation: Decrease in the value of an asset over titme:
Disability: Inability to work because of illness orl\accident:

Discount brokers: A brokerage firm thatgprocesses cusiomer orders at lgweriprices than
"full-service" brokers.

Dividend yield: The annual rate af refurn earned’by a stockholder,Tefind a corporation’'s
dividend yield, divide the annudidividend®y.it#ie current market\price of a share of the
corporation’s stock. For example, if X{Cotporation pays an annual dividend of $2.00 and its
stock is trading at $32:90%¢r share,.itsdividend yield is.2:.00/32.00, or 6.25%.

Diversification: The:concept of not putting all youreggs in one basket. The opposite of
diversification.is.!concentiration"—where a large portion of the investor's money is invested
in only a fewstocks Let's\say that two investors-have $30,000 to invest. The first
diversifies her portfolio by investing $ 1,000 30 sfocks, one of which is ABC Corp. The
second inyestor copcertrates her porifolio-by ingesiing $10,000 in three stocks, one of
whichs"ABC Sorp, If ABC Corp. gees-bankriipt andits stock becomes worthless, both
investors will be upset. But the {diversified investor (the first one) will only lose $1,000
while the\'cancentrated" invastor-will lese $10,000.

Dividend: A portion of zarhings pdidite’ the owners of a credit union or corporation. (A
credit union's owners are’calied menibers; a corporation's owners are called shareholders.
Credit unions and bariks botii pay’savers a percentage of the money in their savings
accounts. Credi¥ inions’Call this payment a dividend because their members are, by
definition,.6wners. Banks-call this payment interest because their customers are not, by
definitioi; owners. Bank dividends go to shareholders.) The board of directors decides what
the dividend rate,or-percentage, will be. Dividend payments are usually added directly to an
account’balance:But sometimes a corporation will issue dividends in the form of more stock
in the conipaty:



Economist: Someone who studies how the force of supply and demand determines how
resources are put to use and what they cost.

Endorse: To sign the back of a check made out to you so that you can get the check amaunt
in cash. The simplest endorsement is to sign your name exactly as it appears on the.'payze"

line. If instead of getting cash, you want to give the check to someone else, you carn.endorse
it with the note: "Pay to the order of (the other person's name)."

Entrepreneur: Someone who starts his or her own business.
Equity: Ownership of an asset.

Exchange rate: The rate at which you can convert one natigii's currency into another (also
called "foreign exchange rate"). An online exchange rate.caicutator will tell you what your
money would be worth in any of several other countries:

Expense: A business's cost for such things as rent, eiectricity,\and worker's pay:/¥our cost
for such things as movies, snacks, clothes, and music.

Fair Credit Reporting Act (FCRA): Thefederal law that promotes accuracy’and ensures
the privacy of the information in cansumer repoptsyincluding creditthistories. The Federal
Trade Commission enforces FCRA.

Fair Labor Standards Act: \The fedefallaw that sets such rules as those for child labor
and workers' minimum wag# énd overtime pay.

Federal: Having to do with goveriment on a natiopalievel.

Federal Reszrve)Bank{ Cne of 12 regional kianks“that,fhe fzderal government set up to help
regulate-the roney:supply by holding fundsinresenye.and lending money o member
financiolinstitutions. See Federal Resérve Systein.

Federal Reserve System: The ceniyal banking system of the U.S. (also called the "Fed").
Among other’services, the Fad 'defermines how much money the government needs to make
available and helps credit unions)and other financial institutions operate smoothly and
safely-Check out the Feds-12 regiotiab Federal Reserve Banks and their 24 branch banks,
many of which offer-iours in‘wiiichi-you can learn about such things as counterfeit currency
aitd what happens—to worn-oit-meney.

Federal Trade Commission (FTC): The agency of the federal government that enforces a
variety-of.federal ditifrust and consumer protection laws. In general, the FTC works to help
consumers exersise informed choice, such as by eliminating business practices that are
unfair or deceptive.

FICA: Stands for the Federal Insurance Contributions Act, which created the Social
Security system. The employee and employer both pay a FICA tax of 6.2% on a portion of



the employee's annual gross income. (For 1999, this portion is the first $72,600 earned.
FICA tax does not apply on earnings after that.) This money funds certain government
payments, such as for retirement and disability, for you and other workers (and, in some
cases, their dependents).

Field of membership: A description of how credit union members are united by a’cemmon
bond such as where they work or live.

Finance: To pay for something with credit.

Financial Aid: Money for post-secondary education expenses such-as-tuition, fees, books,
and room and board. Sources include post-secondary schools privete organizations, and
federal and state governments. Types of aid include grants scholarships, work-study, and
student loans.

Finance company: A company that raises funds froniinyestors or borrows from a Bénk to
make loans to other individuals and/or businesses| Uniike acredit union or bank, &/fitnance
company does not accept savings deposits.

Fiscal year: An accounting period covefing12 consecutive months. A cefpearty's fiscal year is
not always the same as the calendér year; whigivends on Dec. 31.

Four Cs: The key factors a lesider tses 10 determine your creditworthiness. They are:
character, capacity, collateral, and cagiial.

Fraud: Cheating saméone fo gainsotpething valuable isially by lying.

Free market: economic syistem that operates gesording to the principle of supply and
demand withiott goverrment involvement.,
9

Full-sépvice brokers:Brokerage firmg that offei~awide range of services to clients. Such
ser{iices may incitide research materialssand/adviceon what stocks, bonds, and/or mutual
flids 2o buy.and’sell. A full-service broker’s’commissions and other account fees will
geherally .betigher than the«commissions and fees a discount broker charges.

Googoipiex: The largegi named nufnber. A googol is 10 to the 100th power (1 followed by 100
zeros). A googolplex s 107to thie'googol power (1 followed by a googol zeros). The estimated
ndmber of atoms/ite¥he universess less than a googolplex. In other words, there isn't
enough matter in the usiverseto write a googolplex on.

Goods:-Froducts.

Grace period® Fime during which a lender doesn't charge interest on credit card purchases.

Grant: A kind of financial aid awarded to students based on their financial need. You don't
have to repay a grant.



Great Depression: A period of about 10 years, beginning in October 1929, during which
many people lost their jobs and many companies went out of business throughout the world.
Desperate unemployed workers took their families on the road to look for work Today,
people who lived through the Great Depression still remember the daily hardship. Here is a
detailed summary of the period.

6ross Domestic Product (6DP): The total value of all the goods and servigces:produced in a
particular country in a particular year. In other words, the sum of all thai~nation's consumer
and government spending and investment, plus exports, minus importsCbiyide this figure by
the country's population to derive its "GDP per capita."

Gross income: 1. For individuals, the amount you've earned sefore payroll deductions are
subtracted. Gross income is usually figured in one of twe/ways? Either by multiplying your
hourly wage by the number of hours you worked during the>pay period. Or by dividing your
annual salary by the number of pay periods in thewyear. 2. Forbusinesses, the amount of
revenue from product sales minus the cost of praducing the products that were sgid:
(Compare with net income.)

Hyperinflation: A period in which the rate of inflation is so high that moneyis practically
worthless.

Income: Earnings from a job e an-investment:

Income tax: A paymeni:to’féderal, state, and local governments based on individual or
company earnings.

Individual retirement account (ERA): A specigi-federal program that allows you to delay
the paymenizef iicome(fax on some money y&u save, whiich reduces the amount of tax owed.
IRA rules.determing how much money yot can-save gnder this program, how you can get your
saving§ out;’and ko wich tax you fingily pay.

Infiaticn: A rise’in the general pricefevel-ofgoods and services:; inflation is the opposite of
deflation) The Consumer Price Index and.the Producer Price Index are the most common
meastres-of inflation. Fingseut whatlinflation has done to the value of U.S. money between
any fwe'years from 1800 162000 with-an online calculator.

Insolvent: Unabletorepay debts. See bankruptcy.

Insurance: frotection from certain losses in the future in exchange for periodic payments
(see instirange premitn). You can buy insurance that will pay you (or someone you name)
specifi¢’amounts.it case of death, injury, accident, or other damage.

Insurance premium: A periodic payment for protection against loss. The size of the
payment is based on various risk factors. For example, your auto insurance premium depends
partly on your age.



Interest: An amount paid for the use of someone else's money. You pay the credit union to
use the money you borrow from it. The credit union pays you to use the money you save
there.

Interest rate: A percentage that tells what borrowed money will cost or savings:willearn.
An interest rate equals interest earned or charged per year divided by the principal amount,
and expressed as a percentage. In the simplest example, a 5% interest rafe means that it
will cost you $5 to borrow $100 for a year or you'll earn $5 for keeping:$1QC in a savings
account for a year. (The math is more complicated when the financialiinstitution uses a daily
or monthly interest rate. Another complication occurs when borrgwersmake loan payments
and savers add or withdraw savings periodically during the year. See/also compounding.)

Internal Revenue Service (IRS): the agency of the fed#ral government that's responsible
for collecting federal income and other taxes and enfétcing the rules of the department of
the freasury.

Inventory: A company's unsold products, finished and utfinishéd, and the ra@-materials
used to make them.

Investment: Something of value that youwbuy,2xpecting that it willbrovide income and
increase in value.

Investor: Someone who buys.an-asset(for The income it'll 2arn and the increased value it'll
have in the future.

Job benefits: Something of value that an employgr.gives employees in addition to money.
Job benefits vary.widely firam business to business.and are typically available only to full-
time workers. Benefitsican range from heali#v insdrancé to your own space in the company
parking tot.

Large comparies: Those with a market ¢apitalization of $1 billion or more.

Liability:\Semething owed te-anothier party)(See also debt and loan. Compare with asset.)
The game-item of value cagibe bothan/assét and a liability, depending on your point of view.
For example, to the borrower a loaniis-a liability because it represents money owed that has
to0-be repaid. But to/fhedendér{aioan is an asset because it represents money the lender
will receive in thefuritre the debT is repaid.

Liquidity: Assets that you,can easily convert to cash.
Loan::An agreement in which a lender gives money or property to a borrower, who has to

repay or retuitiiy, with interest, at a specified time. Shakespeare once said: Never lend
money withelif-a written agreement specifying ye olde payback terms.



Loan shark: A person who lends people money and charges an extremely high interest rate
on the loan. Loan sharks are usurers who operate secretly, without government regulation,
so that people who borrow from them have little or no consumer protection.

Loss: The amount by which the purchase price of something (usually an investmenit).exceeds
the selling price.

Mark: Victim or target of a scam.

Market capitalization: A corporation's size expressed as the value of its"issued shares"--
stock shares the company owns plus shares the public owns. Market.capitalization can be
called invested capital. To find a company's market capitalization, j#st multiply the number
of shares the company has issued by the price per share. Fgrexample, if Largeco, Inc. has
issued 25 million shares of stock and the stock is trading/for-$45 per share, Largeco, Inc.'s
market capitalization is $ 1.125 billion, and it would be‘¢onsidered a "large" company. If
Smallco, Inc. has also issued 25 million shares of stagkbut thése shares are tradingfor $5
each, Smallco, Inc. is a "small" company because.its ¥riarkei capitalization is $125 miltion.

Marketer: A person whose job involves persuading cdhsuiners to buy what/producers want
to sell.

Marketing: The process of deterinining theineedfor a product of service, devising a
profitable way to produce it, arousing desire for it through adveriising, and making it
possible for buyers to get it.

Mass media: Broadcdst.orprinted dliannels of inforymatien, news, and entertainment that
reach a large audience:>Marketers place commerciais and advertisements in these channels,
to get these messages to.the large audience.

Maturity: The datéonwiiich a financial obligation igdile to be fully repaid.

Media: Newispapers, magazines, billboards, #élevision stations, and other vehicles that carry
messages o the public.

Medicaid'A joint federal-and sfatégovernment program that pays for medical care for
peopie-who can't afford ¥

Medicare: The«federai government's hospital insurance plan, which pays for certain health
care expenses/for.peopte age 65 or older. The Social Security Administration manages
Medicare.

Member: Someane who belongs to a credit union. To join, you must be eligible according to
the credit union's field of membership rules and make a minimum deposit. Once a member,
you are a pant owner, with equal voting rights in elections for the credit union's board of
directors.



Merchandise: Goods for sale.
Merchant: A person who sells goods for profit.
Minimum wage: The least amount an employer can pay workers, according to the federal

government law known as the Fair Labor Standards Act. Some states have differént
minimum wage standards. http://www.dol.gov/

Mint: A government "factory" for making coins. Get information about $he:U.5. mint in
Denver and about the Philadelphia mint. Both U.S. mints of fer tours that will leave a cool,
refreshing taste in your mouth.

Money market: The system for buying and selling debt institiments or securities with terms
of less than a year, and often less than 30 days.

Money market account: A special type of savings.aczount that makes it easy to invest in
short-term securities.

Money order: A legal document that is a_promise to pay)the individual or iusiness named on
it a specified amount of cash when pregented at gfinancial institution-Maney orders are an
alternative to paying by share drafi.or check gieash.

Mortgage: A loan to buy real gstate.

Mutual fund: A kind ofiinvesiment thatia company makes.onbehalf of shareholders. The
company sells shares(nthe fundand-invests the mopey-in/a group of assets, usually
securities. The fund's ¥anagers_rmake investment/decisions according to stated objectives.

Mutual savirigs_bank: A bartk whose depositors own it.;Atthsugh a credit union's members
own the'¢redit uniotf, the two institutions.differ in fmiany>ways. They have different charters
and are subject 1o 4hz'regulation of different goveriament organizations. Furthermore, the
boai*dp{directorsof a mutual savings bank/s paid{(compared to a credit union's volunteer
directars)and.the owners of a mutial’savings bank have voting rights in proportion to the
amount of money on deposit {compared 1o the one-member-one-vote practice of most credit
uniors):

National Credit Union Sharé Insurance Fund (NCUSIF): An amount of money credit
unions set aside by.law to insuretheir members' money against loss. The NCUSIF protects
savings up to $100,000%er member at all credit unions with federal charters and most with
state charters:-Although-credit union contributions to the NCUSIF amount to only a little
more thdh one centfon each $1 in assets , nationwide this adds up to a total fund of $3.8
billion.

Negotiablé: Able to be sold or transferred to another party as payment of an obligation.
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Net income: 1. For individuals, your total earnings minus your required and elective payroll
deductions. Commonly known as "take-home pay." 2. For businesses, gross income (def. 2)
minus all other expenses.

Net profit margin: The net income of a company as a percentage of its sales or révenue) Lf
a company has sales or revenue of $2.5 million and net income of $350,000, its netprofit
margin is 350,000 divided by 2,500,000, or 14%. This ratio measures a company's gperating
efficiency (how much of its revenue it spends on expenses), its pricing strategy(how high
above its costs can the company price its products), and the amount of {grafii’per sale it
makes.

Net worth: An individual's or company's total assets minus total Kabilities. (Also known as
capital, def. 2)

Non-sufficient funds: The state in which you don't have enough money in your checking
account fo pay off someone you wrote a check to.Thérz's usually. a penalty for doing this,
so be sure to keep track of your money by balancing-your account.

Not-for-profit: A special kind of corporation-dedicafed)fo education or ghatity, whose
stockholders give up all financial benefits:

Obligation: A written promise or/dzb¥:
Outstanding balance: A loahiamount ri61yet repaid.

Overdraw: To write 4 chetk forihone money than yoirhave in your account. You'll be
charged a penalty for being "overdrawn," so recopgail-your checks and balance your
checking account.carefullyand promptly.

Overdraft protectiént A'line of credit esiablishedwhew a checking account is open to
protedt rthe’accolint holder from bounrging @ chegk: Should the account holder write a check
exceeding her.orhis account balancethe financiai-institution draws on the line of credit to
fumy clearthecheck. The accourif holder-pays interest on those funds.

Overizad: Business costs=such as‘tent and utilities—that don't directly relate to the
prodtiction or sale of gcods-and services. Overhead is sometimes called indirect cost or
indirect expense.

Patent: Govenfiinent pratection for up to 20 years of your exclusive right to make and sell
something.you 've invented. The U.S. Patent and Trademark Office's web site answers FAQs
and offers pienty oftitiventive games, puzzles, and activities.

Payday ioan: ‘Anr:expensive way to borrow against your paycheck. Here's how it works: A
borrower writes a personal check payable to the lender for the amount he wishes to borrow
plus a fee. The lender gives the borrower the amount of the check minus the fee. The
lender holds the check for two weeks, and then cashes it. If the borrower does not have



the money to cover the check by the end of the two weeks, she can pay the fee again and
the lender will wait another two weeks to cash the check. Typically, payday lenders charge
about $15 per $100 borrowed. That translates into an annual percentage rate of about
390%. Payday lenders are required under the Truth in Lending Act to disclose, in writing,
the finance charge and the annual percentage rate of the loan. The Federal Trade
Commission calls these loans "very expensive credit" and urges consumers to consider;
alternatives before choosing a payday loan. Payday loans are also known as cash adyance

loans, check advance loans, post-dated check loans, and deferred deposit ¢heck/ioans.
Pension: A government-approved employee retirement plan.

Personal identification number (PIN): A secret code that helps keep other people from
using your credit card or debit card.

Portfolio: All the investments a person or organizatioriawns.

Prepaid card: Also called "stored value cards," these plastic cairds function muck fike a
traveler's check; the user pays money up frorii;gets a plastic card authorizinga certain
amount of money, and then spends the valie over timé& Priepaid cards derivepiirchasing
power from information stored in the card-itself /Zn contrast, ATM and ¢redit cards get
their purchasing power from the camputer sysifem«t the issuing financia! institution.
Principal: 1. The amount borre@ed or the/paiiof the amount borrowed that remains unpaid
(not including future interesy). 2. The(pari-of a monthly payiment that reduces the

outstanding balance of (@ oritgage-ot.otier loan. 3. Theariginal investment amount.

Producer Price Index {PPI): A.measure of inflatisti That considers changes in wholesale
prices. The federal govertiment publishes the PPT wonthly.

Profit: Business revenueminus all expenses:
Property: Whatyou own, an asset.

Rurchasing'power: A measurs.of money's.value in terms of what it can buy. Purchasing power
tends 1o change over time;mainly bécguseof inflation. Also called "buying power."

Real estate: Land, iazluding any buitdings or structures on it.
Receipt: A wnitten recérdiof d financial transaction, such as a purchase or a loan payment.
Resource: Anything that is available to reach a goal, including people, materials, and assefts.

Retail: The saie-sf goods to individuals instead of to institutions or other stores. (Compare
with wholésaie?)

Retirement: Withdrawal from an active working life.



Return: The increase in value of an investment over time.
Revenue: Total dollars a business receives for the goods and services it sells.

Royalty: The portion of the sales revenue paid to an author or composer for eachicepy of a
work sold. Also, the payment to an inventor for each item sold under a patent;

Rule of 72: A shortcut for estimating how long it will take to double ydar-money at a
certain interest rate. Here's how it works: Divide 72 by the interest ate."The answer is the
number of years it will take for any amount of money to double. Fgr.example, if your money
in savings earned 3% interest, then you'd need (72/3 =) 24 y¢ars ta’double it. You also can
use the Rule of 72 to estimate the interest rate needed to double your money in a certain
number of years. For example, if you want your money in.éavitgs to double in 9 years, then
you'd need to earn (72/9 =) 8% interest on it.

Salary: Earnings received for regular periods, usuaily weekiy, tiweekly, or monthiy.)Salary is
usually based on duties you perform, not the fiuiber of Holirs you work per pay.period.

Savings account: A business agreemeniin which gcredit union or other findgncial institution
agrees to hold and pay interest on‘thoney“you'vedegosited. You may@withdraw some or all of
your money, but not by writing a §hare draff or-check.

Savings and loan association. (S&L): A business, with a stgie or federal government
charter, that takes deposits/fromdndividuals and uses thetn 16 make loans, especially
mortgage loans. Depositars or sharelolders receive pariief an S&L's profits as a return on
their investment in the SA&L, represented by the money they've deposited or the stock that
they've purchased.

Savings bank:>Anotfierniame for mutualsawings barik:

Scdm: Purpesely-distorting the truthiinordér to get someone else to part with something of
Volde Sctams.can be small or large aperations<nvolving few or many people.

Scaniertist: A person who designs‘ér/operates a scam.
Scholarship: A kindzef financicl aidTor students who meet special athletic, academic, or
ar'tistic qualificafions/or whio plan to study certain subjects or who belong to certain groups.

You don't havgto-sepay aschoiarship.

Securities: An invesiment document that a corporation, government, or other organization
issues.as proof of \debt or equity.

Services: ‘Work a business performs for its customers.



Share: 1. A given amount of money you deposit with a credit union to become a member. A
share entitles you to certain ownership rights (such as the right to vote for members of the
board of directors), has a stated value, and pays dividends. 2. One unit of ownership ina
corporation or mutual fund (same as stock).

Share account: The basic credit union savings account. You may usually withdraw tione
from your share account "on demand," that is, without giving your credit union-advéince
notice and without paying a penalty. (Compare with share certificate accotint:)

Share certificate account: A credit union savings account that will €arn dividends at a
particular rate if held to maturity. If you withdraw any or all of %2 principal before
maturity, you may have to pay a penalty of a percentage of the amauint withdrawn.

Share draft: A credit union term for check, so called bgcause'it allows you to withdraw
funds or pay bills from your credit union shares.

Shareholder: Someone who owns shares in a corporation or:fatual fund. Sharehelders earn
dividends and typically have the right to vote/for\membérs of the board of directors and on
other company matters; also known as “stockhsider." (You)can be a customéraf a bank
without having a shareholder's ownerskip.rights; i contrast, credit unionimembership
automatically gives you ownership rightssuch ¢s th2’right to vote fdr-members of the
credit union's board of directors

Small companies: Those with.a markef capitalization of $580 miilion or less.

Social Security: A prograt of the fiederal government that provides workers and their
dependents with retirement, disability, and other/payments. The money for Social Security
payments comes from a tex, usually labeled "FEZ€A*.on your paycheck that employees and
employers pay.equally. iZearn more about wha¥ you' |l gef-outof Social Security here.

Speculayory A pei'sapwho gambles onddiigh-risk ifivestinents, hoping to make a large profit
quickiy,

Statement 4. The periodic reporiof your use of your accounts at a financial institution. 2.
A written-record of financial information, Such as money owed.

Stock: A document fhat-shows(eguity in a corporation. Stock represents each shareholder's
ciaim on a partefthecompgdny.'siassets and profits.

Stock exchiange® An organization that operates a marketplace for the buying and selling of
stock Examples in 12\U.S. include the New York Stock Exchange and NASDAQ.

Stockholder: Semeone who owns stock in a corporation or mutual fund. Stockholders earn
dividends @nd Typically have the right to vote for members of the board of directors and on
other company matters; also known as shareholder. You can be a customer of a bank without



having a stockholder's ownership rights; in contrast, credit union membership automatically
makes you an owner.

Stock market: The system for buying and selling units of ownership (called shares or stock)
in a corporation or mutual fund.

Stop payment: To tell your credit union not to honor a specific check you've written, usually
because you're seriously unhappy with the product or service you bought. *Stepping
payment" is extra work, so you'll be charged a fee for the service.

Stored value card: See prepaid card.

Student loan: A means of borrowing money for education affzr high school at low interest
rates and generous repayment terms from federal goverriment programs. Ask your credit
union for details.

Supplemental Security Income (SSI): A program finded by g2neral (not Social Gegurity)
taxes. Through SSI, aged, blind, or disabled people whothaveittle or no incafie.can receive
cash for food, clothing, and shelter.

Supply and demand: The economiéprinciple thiat asserts that the l¢ss.common something is
or the more that people want it, fhe higher(isprice. The oppositeis also true, according to
this principle: The more comman-soiethifigiis;or the less that.peopie want it, the lower its
price.

Synergy: The effect(of.a-Combirnation of separate actions/or operations that make the
whole greater than the sum of.its/parts. When ong-business buys another, synergy is often
the goal—that the combined.enterprise will perform better than the previously separate
companies because it is'maore efficient.

Tax: A payiment fofederal, state, and{or local gGverniments based on the sales price of a
product, oncworker-income, or on other property and activities.

Thrift: 1, The wise use of meney, especially) avoiding unnecessary spending. 2. A financial
instifodion that accepts savings depésit' s but is not a bank; this includes credit union s,
sgvings“and loan association-s, and/mutual savings bank s.

¥.S. Treasury: Bilt. (T-bill){A short-term investment, which matures in one year or less, in
the U.S. goverinment. A%uyer-ends the government money by purchasing a Treasury Bill.
The bill has‘a_“face value;', which tells the investor how much the bill will be worth when it
matures The buyer\pays’less than face value, and then holds the investment while he earns
interest on it. The\U:S. Treasury department issues Treasury Bills, Treasury Notes, and
Treasury Bondso raise the money for federal government operations and to pay off other
debts.



U.S. Treasury bond: A long-term investment, matures in more than seven years, in the U.S.
government. See also Treasury bill.

U.S. Treasury note: An intermediate-term investment, which matures between one and
seven years, in the U.S. government. See also Treasury bill.

Trust: A group of businesses illegally organized to reduce competition and contraljprices.

Trust fund: Funds set aside for another person's benefit. An individual&known as a
“trustee" invests the funds and manages the fund account until the béneficiary is eligible to
take control of them, usually because of reaching a certain age.

Unemployment insurance: Compensation plans by which fedgral'and state governments
provide money to workers who've lost their jobs throughino. fault of their own. The federal
Social Security Act of 1935 set up this system. Employersipay federal and state taxes to
support unemployment systems. The amount empleyérs pay depends on their wages;-the
amount they've contributed to the fund, and thelamount their-former employees‘tiaye drawn
from it.

Usurer: Someone who lends people moriey.and chagfges them an extremei high interest rate
on the loan. Usurious rates on shori-teritloans are-fiot always easy.fosee. For example, a
two-week payday loan for $100 niight;cost $18.Fhat sounds like @p interest rate of 15%,
which is similar to credit card(fates. However; a credit card rafe isan annual rate. To
compare the two loan options:fairly, yduheed to recalculatzthe payday loan rate for a full
year. In this example, the‘driie annual rate for the payday tedn turns out to be about 390%

(0.15 x 26 two- week(pericds)!

W-2 form: A tax.form thatyou'get from youp/employer that reports your wages earned
for the year state and/federal taxes withhéld {see withholding), and Social Security
information. You ingiude d copy of the W=2:form whenyour file your state and federal tax

returns,

W4 form=Atax form that you(getfrom-yatir employer and fill out to help your employer
determine The amount of taxes\towithheld from your paycheck (see withholding).

Wage+Payment for work, Sometiries \used to refer to payment based on hours worked
instead of duties performied.(Compare with salary.)

Wealth: Propgrtythatis valuable because it could be sold or used o generate income.

Wholesale: jThe saleef goods in quantity to a distributor who in turn sells to retail stores
and insfitutionsginstead of individual consumers.

Withdrawi-To Yake money out of your account at a financial institution.



Withholding: The part of your earnings that your employer sends directly to the federal,
state, or local government as partial payment of your expected tax for the year.

Work permit: A government form that records basic information about a worker who i
minor (generally this means under the age of 18) and an employer. The purpose of
permit is fo ensure that teenage employees are protected by federal and state
laws. The first person to talk to about a work permit is your school guidan or

bor

, .
Work study: A financial aid program in which the federal government g@es certain
part-time jobs for needful students. o %
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