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About the Book

Lexicon of Finance Terminology is a comprehensive reference guide featuring 400 essential financial terms with clear and simplified definitions. Designed for professionals, students, and anyone interested in finance, this book breaks down complex concepts into easy-to-understand explanations, making it a valuable resource for navigating the financial world with confidence.

About the Series

The Lexicon of Tech and Business series is a specialized collection of books dedicated to essential terminology across various fields, including business, law, and technology. Each book in the series provides concise yet insightful definitions, offering readers a practical understanding of key concepts in their respective domains. Whether you're a beginner or an expert, this series serves as an indispensable tool for expanding your knowledge and expertise.

Terminology

Accounts Payable: The amount a company owes to suppliers for goods or services received but not yet paid for.

Accounts Receivable: The money a company is owed by customers for goods or services provided on credit.

Accrual Accounting: An accounting method where revenue and expenses are recorded when they are incurred, rather than when cash is exchanged.

Actuarial Science: A discipline that applies mathematical and statistical methods to assess financial risks in insurance, pensions, and investments.

Actuary: A professional who analyzes financial risks using mathematics and statistics, primarily working in insurance and pension fund management.

Adjustable Rate Mortgage (ARM): A home loan with an interest rate that changes periodically based on market conditions, affecting monthly payments.

Amortization: The gradual reduction of an intangible asset’s cost or loan balance over time, often applied to patents, goodwill, or loan principal payments.

Angel Investor: A wealthy individual who provides capital to startups in exchange for ownership equity or convertible debt, often taking higher risks than traditional investors.

Annuity: A financial product that provides a series of payments over time, often used as a retirement income stream.

Arbitrage: A trading strategy that exploits price differences of the same asset in different markets to make a risk-free profit.

Asset Allocation: The strategy of dividing an investment portfolio among different asset classes, such as stocks, bonds, and real estate, to balance risk and return.

Asset Backed Security (ABS): A financial instrument backed by a pool of assets, such as loans or receivables, that generates cash flow for investors.

Asset Bubble: A financial situation where the price of an asset significantly exceeds its intrinsic value, often leading to a market crash.

Asset: Anything of value that a company or individual owns, such as cash, real estate, or equipment, which can generate future benefits.

Auditing: The process of examining financial statements and records to ensure accuracy and compliance with regulations.

Automated Clearing House (ACH): A network that facilitates electronic financial transactions, such as direct deposits and bill payments.

Balance Sheet: A financial statement that provides a snapshot of a company's financial position at a specific point in time, showing assets, liabilities, and equity.

Bank Run: A financial crisis where a large number of depositors withdraw funds simultaneously due to fears of a bank's insolvency.

Bankruptcy: A legal process in which individuals or businesses unable to repay debts seek relief through court proceedings.

Basel Accords: A set of international banking regulations established to enhance financial stability by setting capital and risk management standards.

Basis Point: A unit of measure equal to 0.01% (one-hundredth of a percent), commonly used in interest rates and bond yields.

Bear Market: A market condition marked by falling asset prices and widespread pessimism, often occurring during economic downturns or financial crises.

Bear Trap: A market situation where a temporary decline in prices misleads investors into selling assets before prices rebound.

Behavioral Economics: A study of how psychological factors and cognitive biases impact economic decision-making and market outcomes.

Behavioral Finance: A field that studies how psychological biases and emotions influence investors' financial decisions and market trends.

Beta Coefficient: A measure of a stock’s volatility relative to the overall market, indicating its level of risk.

Big Four Accounting Firms: The four largest global accounting firms—Deloitte, PwC, EY, and KPMG—known for auditing, consulting, and tax services.

Black Swan Event: An unpredictable and rare event with extreme consequences that significantly disrupts financial markets or economies.

Blockchain: A decentralized digital ledger technology that records transactions across multiple computers, ensuring transparency, security, and immutability in financial and business applications.

Blue Chip Stock: A stock of a well-established, financially stable company with a history of strong performance and reliable dividends.

Bond: A fixed-income investment representing a loan made by an investor to a borrower, typically a corporation or government, in exchange for periodic interest payments and repayment of principal.
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